CITY OF COSTA MESA
PROFESSIONAL SERVICES AGREEMENT
WITH
HINDERLITER, DE LLAMAS & ASSOCIATES

THIS PROFESSIONAL SERVICES AGREEMENT {("Agreement”) is made and entered
into this 25th day of April, 2018 (“Effective Date”), by and between the CITY OF COSTA MESA,
a municipal corporation (“City”), and HINDERLITER, DE LLAMAS & ASSOCIATES, a California
corporation (“Consultant”).

WITNESSETH:

A. WHEREAS, City proposes to utilize the services of Consultant as an independent
contractor to provide cannabis consulting services, as more fully described herein; and

B. WHEREAS, Consultant represents that it has that degree of specialized expertise
contemplated within California Government Code section 371 03, and holds all necessary licenses
to practice and perform the services herein contemplated; and

C. WHEREAS, City and Consultant desire to contract for the specific services
described in Exhibit “A” and desire to set forth their rights, duties and liabilities in connection with
the services to be performed; and

D. WHEREAS, no official or employee of City has a financial interest, within the
provisions of sections 1090-1092 of the California Government Code, in the subject matter of this
Agreement,

NOW, THEREFORE, for and in consideration of the mutual covenants and conditions
contained herein, the parties hereby agree as follows:

1.0. SERVICES PROVIDED BY CONSULTANT

1.1.  Scope of Services. Consuitant shall provide the professional services described
in Consultant’s Proposal, attached hereto as Exhibit “A” and incorporated herein by this reference.

1.2.  Professional Practices. All professional services to be provided by Consultant
pursuant to this Agreement shall be provided by personnel experienced in their respective fields
and in a manner consistent with the standards of care, diligence and skili ordinarily exercised by
professional consultants in similar fields and circumstances in accordance with sound
professional practices. Consultant also warrants that it is familiar with all laws that may affect its
performance of this Agreement and shall advise City of any changes in any laws that may affect
Consultant's performance of this Agreement.

1.3.  Performance to Satisfaction of City. Consultant agrees to perform all the work to
the complete satisfaction of the City and within the hereinafter specified. Evaluations of the work
will be done by the City Manager or his or her designee. If the quality of work is not satisfactory,
City in its discretion has the right to:

(a) Meet with Consultant to review the quality of the work and resolve the
matters of concern;
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(b) Require Consultant to repeat the work at no additional fee until it is
satisfactory; and/or

(c) Terminate the Agreement as hereinafter set forth.

1.4.  Warranty. Consultant warrants that it shall perform the services required by this
Agreement in compliance with all applicable Federai and California employment laws, including,
but not limited to, those laws related to minimum hours and wages,; occupational health and
safety; fair employment and employment practices; workers’ compensation insurance and safety
in employment; and ali other laws and ordinances applicable to the services required under this
Agreement. Consultant shall indemnify and hoid harmless City from and against all claims,
demands, payments, suits, actions, proceedings, and judgments of every nature and description
including attorneys’ fees and costs, presented, brought, or recovered against City for, or on
account of any liability under any of the above-mentioned laws, which may be incurred by reason
of Consultant’s performance under this Agreement.

1.5.  Non-Discrimination. In performing this Agreement, Consultant shall not engage in,
nor permit its agents to engage in, discrimination in employment of persons because of their race,
religious creed, color, national origin, ancestry, physical disability, mental disability, medical
condition, genetic information, marital status, sex, gender, gender identity, gender expression,
age, sexual orientation, or military or veteran status, except as permitted pursuant to section
12840 of the Government Code.

1.6.  Non-Exclusive Agreement. Consultant acknowledges that City may enter into
agreements with other consultants for services similar to the services that are subject to this
Agreement or may have its own employees perform services similar to those services
contemplated by this Agreement.

1.7. Delegation and Assignment. This is a personal service contract, and the duties
set forth herein shal! not be delegated or assigned to any person or entity without the prior written
consent of Gity. Consultant may engage a subcontractor(s) as permitted by law and may employ
other personnel to perform services contemplated by this Agreement at Consultant's sole cost
and expense.

1.8.  Confidentiality. Employees of Consultant in the course of their duties may have
access to financial, accounting, statistical, and personnel data of private individuals and
employees of City. Consultant covenants that all data, documents, discussion, or other
information developed or received by Consultant or provided for performance of this Agreement
are deemed confidential and shall not be disclosed by Consultant withaut written authorization by
City. City shall grant such authorization if disclosure is required by law. All City data shall be
returned to City upon the termination of this Agreement. Consultant's covenant under this Section
shail survive the termination of this Agreement.

2.0. COMPENSATION AND BILLING

2.1. Compensation. Consultant shall be paid in accordance with the fee schedule set
forth in Exhibit A. Consultant's annual compensation shall not exceed Forty-Nine Thousand Nine
Hundred Ninety-Nine Dollars ($49,999.00).
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2.2,  Additional Services. Consultant shall not receive compensation for any services
provided outside the scope of services specified in the Consultant’s Proposal unless the City or
the Project Manager, prior to Consultant performing the additional services, approves such
additional services in writing. It is specifically understood that oral requests and/or approvals of
such additional services or additional compensation shall be barred and are unenforceable.

2.3. Method of Billing. Consultant may submit invoices to the City for approval on a
progress basis, but no more often than two times a month, Said invoice shall be based on the
total of all Consultant’s services which have been completed to City’s sole satisfaction. City shall
pay Consultant’s invoice within forty-five (45) days from the date City receives said invoice. Each
invoice shall describe in detail, the services performed, the date of performance, and the
associated time for completion. Any additional services approved and performed pursuant to this
Agreement shall be designated as “Additional Services” and shall identify the number of the
authorized change order, where applicable, on all invoices.

2.4. Records and Audits. Records of Consultant's services relating to this Agreement
shall be maintained in accordance with generally recognized accounting principles and shall be
made available to City or its Project Manager for inspection and/or audit at mutually convenient
times from the Effective Date until three (3) years after termination of this Agreement.

3.0. TIME OF PERFORMANCE

3.1.  Commencement and Completion of Work. Unless otherwise agreed to in writing
by the parties, the professional services to be performed pursuant to this Agreement shall
commence within five (5) days from the Effective Date of this Agreement. Failure to commence
work in a timely manner and/or diligently pursue work to completion may be grounds for
termination of this Agreement.

3.2.  Excusable Delays. Neither party shall be responsible for delays or lack of
performance resulting from acts beyond the reasonable control of the party or parties. Such acts
shall include, but not be limited to, acts of God, fire, strikes, material shortages, compliance with
laws or regulations, riots, acts of war, or any other conditions beyond the reasonable control of a

party.
4.0. TERM AND TERMINATION

4.1, Term. This Agreement shall commence on the Effective Date and continue for a
period of one (1) year, ending on April 24, 2019, unless previously terminated as provided herein
or as otherwise agreed to in writing by the parties. This Agreement may be extended by four (4)
additional one (1) year periods upon mutual written agreement of both parties.

4.2. Notice of Termination. The City reserves and has the right and privilege of
canceling, suspending or abandoning the execution of all or any part of the work contemplated
by this Agreement, with or without cause, at any time, by providing written notice to Consultant.
The termination of this Agreement shall be deemed effective upon receipt of the notice of
termination. In the event of such termination, Consultant shall immediately stop rendering
services under this Agreement unless directed otherwise by the City.

4.3. Compensation. in the event of termination, City shall pay Consultant for
reasonable costs incurred and professional services satisfactorily performed up to and including
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the date of City's written notice of termination. Compensation for work in progress shall be
prorated based on the percentage of work completed as of the effective date of termination in
accordance with the fees set forth herein. In ascertaining the professional services actually
rendered hereunder up to the effective date of termination of this Agreement, consideration shall
be given to both completed work and work in progress, to complete and incomplete drawings,
and to other documents pertaining to the services contemplated herein whether delivered to the
City or in the possession of the Consultant.

4.4.  Documents. Inthe event of termination of this Agreement, all documents prepared
by Consultant in its performance of this Agreement including, but not limited to, finished or
unfinished design, development and construction documents, data studies, drawings, maps and
reports, shall be delivered to the City within ten (10) days of delivery of termination notice to
Consultant, at no cost to City. Any use of uncompleted documents without specific written
authorization from Consultant shall be at City's sole risk and without liability or legal expense to

Consultant.
5.0. INSURANCE

5.1.  Minimum Scope and Limits of Insurance. Consultant shall obtain, maintain, and
keep in full force and effect during the life of this Agreement all of the following minimum scope
of insurance coverages with an insurance company admitted to do business in California, rated
“A," Class X, or better in the most recent Best's Key Insurance Rating Guide, and approved by

City:

(a) Commercial general liability, including premises-operations,
products/completed operations, broad form property damage, blanket
contractual liability, independent contractors, personal injury or bodily injury
with a policy limit of not less than Cne Million Dollars ($1,000,000.00),
combined single limits, per occurrence. If such insurance contains a
general aggregate limit, it shall apply separately to this Agreement or shall
be twice the required occurrence limit.

(b) Business automobile fiability for owned vehicles, hired, and non-owned
vehicles, with a policy limit of not iess than One Million Dollars
($1,000,000.00), combined single limits, per occurrence for bodily injury
and property damage.

{(c) Workers’ compensation insurance as required by the State of California.
Consultant agrees to waive, and to obtain endorsements from its workers'
compensation insurer waiving subrogation rights under its workers'
compensation insurance policy against the City, its officers, agents,
employees, and volunteers arising from work performed by Consultant for
the City and to require each of its subcontractors, if any, to do likewise
under their workers’ compensation insurance policies.

(d) Professional errors and omissions (“E&Q”) liability insurance with policy
limits of not less than One Million Dollars ($1 ,000,000.00), combined single
limits, per occurrence and aggregate. Architects’ and engineers’ coverage
shall be endorsed to include contractual liability. If the policy is written as a
“claims made" policy, the retro date shall be prior to the start of the contract
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work. Consultant shall obtain and maintain, said E&O liability insurance
during the life of this Agreement and for three years after completion of the
work hereunder,

5.2. Endorsements. The commercial general liability insurance policy and business
automobile liability policy shall contain or be endorsed to contain the following provisions:

(a) Additional insureds: “The City of Costa Mesa and its elected and appointed
boards, officers, officials, agents, employees, and volunteers are additional
insureds with respect to: liability arising out of activities performed by or on
behalf of the Consultant pursuant to its contract with the City; products and
completed operations of the Consultant; premises owned, occupied or
used by the Consultant; automobiles owned, leased, hired, or borrowed by
the Consultant.”

(b) Notice: “Said policy shall not terminate, be suspended, or voided, nor shall
it be cancelled, nor the coverage or limits reduced, until thirty (30) days
after written notice is given to City.”

(c) Other insurance: “The Consultant's insurance coverage shall be primary
insurance as respects the City of Costa Mesa, its officers, officials, agents,
employees, and volunteers. Any other insurance maintained by the City of
Costa Mesa shall be excess and not contributing with the insurance
provided by this policy.”

(d) Any failure to comply with the reporting provisions of the policies shall not
affect coverage provided to the City of Costa Mesa, its officers, officials,
agents, employees, and volunteers.

{e) The Consultant's insurance shall apply separately to each insured against
whom claim is made or suit is brought, except with respect to the limits of
the insurer’s liability.

5.3.  Deductible or Self Insured Retention. If any of such policies provide for a deductible
or self-insured retention to provide such coverage, the amount of such deductible or seif-insured
retention shall be approved in advance by City. No policy of insurance issued as to which the
City is an additional insured shall contain a provision which requires that no insured except the
named insured can satisfy any such deductible or self-insured retention.

5.4.  Cerificates of Insurance. Consuitant shall provide to City certificates of insurance
showing the insurance coverages and required endorsements described above, in a form and
content approved by City, prior to performing any services under this Agreement. The certificates
of insurance shall be attached hereto as Exhibit “B” and incorporated herein by this reference.

9.5.  Non-Limiting. Nothing in this Section shall be construed as limiting in any way, the
indemnification provision contained in this Agreement, or the extent to which Consultant may be
held responsible for payments of damages to persons or property.
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8.0. GENERAL PROVISIONS

6.1.  Entire Agreement. This Agreement constitutes the entire agreement between the
parties with respect to any matter referenced herein and supersedes any and all other prior
writings and oral negotiations. This Agreement may be modified only in writing, and sighed by
the parties in interest at the time of such modification. The terms of this Agreement shall prevail
over any inconsistent provision in any other contract document appurtenant hereto, including
exhibits to this Agreement.

6.2. Representatives. The City Manager or his or her designee shall be the
representative of City for purposes of this Agreement and may issue all consents, approvals,
directives and agreements on behalf of the City, called for by this Agreement, except as otherwise
expressly provided in this Agreement.

Consultant shall designate a representative for purposes of this Agreement who
shall be authorized to issue all consents, approvals, directives and agreements on behalf of
Consultant called for by this Agreement, except as otherwise expressly provided in this
Agreement.

6.3.  Project Managers. City shail designate a Project Mahager to work directly with
Consultant in the performance of this Agreement.

Consultant shall designate a Project Manager who shall represent it and be its
agent in all consultations with City during the term of this Agreement. Consultant or its Project
Manager shall attend and assist in all coordination meetings called by City.

6.4. Notices. Any notices, documents, correspondence or other communications
concerning this Agreement or the work hereunder may be provided by personal delivery or mail
and shall be addressed as set forth below. Such communication shall be deemed served or
delivered: (a) at the time of delivery if such communication is sent by personal delivery, and (b)
48 hours after deposit in the U.S. Mail as reflected by the official U.S. postmark if such
communication is sent through regular United States mail.

IF TO CONSULTANT: IF TO CITY:

Hinderliter, de Llamas & Associates City of Costa Mesa

1340 Valley Vista Drive, Suite 200 77 Fair Drive

Diamond Bar, CA 91765 Costa Mesa, CA 92626

Tel: (909) 861-4335 Tel: (714) 754-5618

Attn: Andrew Nickerson Attn: Katie Angel
Courtesy copy to:

City of Costa Mesa

77 Fair Drive

Costa Mesa, CA 92626

Attn: Finance Dept. | Purchasing

8.5. Drug-Free Workplace Policy. Consuitant shall provide a drug-free workplace by
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complying with all provisions set forth in City's Council Policy 100-5, attached hereto as Exhibit
“C” and incorporated herein by reference. Consuitant's failure to conform to the requirements set
forth in Coungil Policy 100-5 shalil constitute a material breach of this Agreement and shall be
cause for immediate termination of this Agreement by City.

6.6. Attorneys’ Fees. In the event that iitigation is brought by any party in connection
with this Agreement, the prevailing party shall be entitled to recover from the opposing party all
costs and expenses, including reasonable attorneys’ fees, incurred by the prevailing party in the
exercise of any of its rights or remedies hereunder or the enforcement of any of the terms,
conditions, or provisions hereof.

6.7. Governing Law. This Agreement shail be governed by and construed under the
laws of the State of California without giving effect to that body of laws pertaining to conflict of
laws. In the event of any legal action to enforce or interpret this Agreement, the parties hereto
agree that the sole and exclusive venue shall be a court of competent jurisdiction located in
Orange County, California.

6.8. Assignment. Consultant shall not voluntarily or by operation of law assign,
transfer, subiet or encumber all or any part of Consultant's interest in this Agreement without
City’s prior written consent. Any attempted assignment, transfer, subletting or encumbrance shall
be void and shall constitute a breach of this Agreement and cause for termination of this
Agreement. Regardless of City's consent, no subletting or assignment shall release Consultant
of Consultant’s obligation to perform all other obligations to be performed by Consultant
hereunder for the term of this Agresment.

6.9. ndemnification and Hold Harmless. Consultant agrees to defend, indemnify,
hold free and harmless the City, its elected officials, officers, agents and employees, at
Consultant's sole expense, from and against any and all claims, actions, suits or other legal
proceedings brought against the City, its elected officials, officers, agents and employees arising
out of the performance of the Consultant, its employees, and/or authorized subcontractors, of the
work undertaken pursuant to this Agreement. The defense obligation provided for hereunder shall
apply without any advance showing of negligence or wrongdoing by the Consultant, its
employees, and/or authorized subcontractors, but shall be required whenever any claim, action,
complaint, or suit asserts as its basis the negligence, errors, omissions or misconduct of the
Consultant, its employees, and/or authorized subcontractors, and/or whenever any claim, action,
complaint or suit asserts liability against the City, its elected officials, officers, agents and
empioyees based upon the work performed by the Consultant, its employees, and/or authorized
subcantractors under this Agreement, whether or not the Consultant, its employees, and/or
authorized subcontractors are specifically named or otherwise asserted to be liable.
Notwithstanding the foregoing, the Consultant shall not be liable for the defense or indemnification
of the City for claims, actions, complaints or suits arising out of the sole active negligence or wiliful
misconduct of the City. This provision shall supersede and replace all other indemnity provisions
contained either in the City’s specifications or Consultant's Proposal, which shall be of no force

and effect.

6.10. Independent Contractor. Consultant is and shall be acting at all times as an
independent contractor and not as an employee of City. Consultant shall have no power to incur
any debt, obligation, or liability on behalf of City or otherwise act on behalf of City as an agent.
Neither City nor any of its agents shall have control over the conduct of Consultant or any of
Consultant's employees, except as set forth in this Agreement. Consultant shall not, at any time,
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or in any manner, represent that it or any of its agents or employees are in any manner agents or
employees of City. Consultant shall secure, at its sole expense, and be responsible for any and
all payment of Income Tax, Social Security, State Disability Insurance Compensation,
Unemployment Compensation, and other payroil deductions for Consultant and its officers,
agents, and employees, and all business licenses, if any are required, in connection with the
services to be performed hereunder. Consultant shall indemnify and hold City harmless from any
and all taxes, assessments, penalties, and interest asserted against City by reason of the
independent contractor relationship created by this Agreement. Consultant further agrees to
indemnify and hold City harmless from any failure of Consuitant to comply with the applicable
worker's compensation laws. City shall have the right to offset against the amount of any fees due
to Consultant under this Agreement any amount due to City from Consultant as a result of
Consultant's failure to promptly pay to City any reimbursement or indemnification arising under

this paragraph.

6.11. PERS Eligibility !ndemnification. in the event that Consultant or any employee,
agent, or subcontractor of Consultant providing services under this Agreement claims or is
determined by a court of competent jurisdiction or the California Public Employees Retirement
System (PERS) to be eligible for enrollment in PERS as an employee of the City, Consultant shall
indemnify, defend, and hold harmless City for the payment of any employee and/or employer
contributions for PERS benefits on behalf of Consultant or its employees, agents, or
subcontractors, as well as for the payment of any penaities and interest on such contributions,
which would otherwise be the responsibility of City.

Notwithstanding any other agency, state or federal policy, rule, regulation, law or
ordinance to the contrary, Consultant and any of its employees, agents, and subcontractors
providing service under this Agreement shall not qualify for or become entitled to, and hereby
agree to waive any claims to, any compensation, benefit, or any incident of employment by City,
including but not limited to eligibility to enroll in PERS as an employee of City and entitlement to
any contribution to be paid by City for employer contribution and/or employee contributions for

PERS benefits.

6.12. Cooperation. In the event any claim or action is brought against City relating to
Consultant’s performance or services rendered under this Agreement, Consultant shall render
any reasonable assistance and cooperation which City might require.

6.13. Ownership of Documents. All findings, reports, documents, information and data
including, but not limited to, computer tapes or discs, files and tapes furnished or prepared by
Consultant or any of its subcontractors in the course of performance of this Agreement, shall be
and remain the sole property of City. Consultant agrees that any such documents or information
shall not be made available to any individual or organization without the prior consent of City. Any
use of such documents for other projects not contemplated by this Agreement, and any use of
incomplete documents, shall be at the sole risk of City and without liability or legal exposure to
Consultant. City shall indemnify and hold harmless Consultant from al! claims, damages, losses,
and expenses, including attorneys' fees, arising out of or resulting from City's use of such
documents for other projects not contemplated by this Agreement or use of incomplete documents
furnished by Consultant. Consultant shall deliver to City any findings, reports, documents,
information, data, in any form, including but not limited to, computer tapes, discs, files audio tapes
or any other related items as requested by City or its authorized representative, at no additional
cost to the City.
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6.14. Public Records Act Disclosure. Consultant has been advised and is aware that
this Agreement and all reports, documents, information and data, including, but not limited to,
computer tapes, discs or files furnished or prepared by Consultant, or any of its subcontractors,
pursuant to this Agreement and provided to City may be subject to public disclosure as required
by the California Public Records Act (California Government Code section 6250 et seq.).
Exceptions to public disclosure may be those documents or information that qualify as trade
secrets, as that term is defined in the California Government Code section 6254.7, and of which
Consultant informs City of such trade secret. The City will endeavor to maintain as confidential all
information obtained by it that is designated as a trade secret. The City shail not, in any way, be
liable or responsible for the disclosure of any trade secret including, without fimitation, those
records so marked if disclosure is deemed to be required by law or by order of the Court.

6.16. Conflict of Interest. Consultant and its officers, employees, associates and
subconsultants, if any, will comply with all conflict of interest statutes of the State of California
applicable to Consultant's services under this agreement, including, but not limited to, the Political
Reform Act (Government Code sections 81000, ef seq.) and Government Code section 1090,
During the term of this Agreement, Consultant and its officers, employees, associates and
subconsuitants shall not, without the prior written approvai of the City Representative, perform
work for another person or entity for whom Consultant is not currently performing work that would
require Consultant or one of its officers, employees, associates or subconsultants to abstain from
a decision under this Agreement pursuant to a conflict of interest statute.

6.16. Responsibility for Errors. Consultant shall be responsible for its work and results
under this Agreement. Consultant, when requested, shall furnish clarification and/or explanation
as may be required by the City’s representative, regarding any services rendered under this
Agreement at no additional cost to City. In the event that an error or omission attributable to
Consultant occurs, then Consultant shall, at no cost to City, provide all necessary design
drawings, estimates and other Consultant professional services necessary to rectify and correct
the matter to the sole satisfaction of City and to participate in any meeting required with regard to
the correction. ' ’

6.17. Prohibited Employment. Consultant wili not employ any regular employee of City
while this Agreement is in effect.

6.18. Qrder of Precedence. In the event of an inconsistency in this Agreement and any
of the attached Exhibits, the terms set forth in this Agreement shall prevail. If, and to the extent
this Agreement incorporates by reference any provision of any document, such provision shall be
deemed a part of this Agreement. Nevertheless, if there is any confiict among the terms and
conditions of this Agreement and those of any such provision or provisions so incorporated by
reference, this Agreement shall govern over the document referenced.

6.19. Costs. Each party shall bear its own costs and fees incurred in the preparation
and negotiation of this Agreement and in the performance of its obligations hereunder except as
expressly provided herein.

6.20. No Third Party Beneficiary Rights. This Agreement is entered into for the sole
benefit of City and Consultant and no other parties are intended to be direct or incidental
beneficiaries of this Agreement and no third party shaill have any right in, under or to this
Agreement,
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6.21. Headings. Paragraphs and subparagraph headings contained in this Agreement
are included solely for convenience and are not intended to modify, explain or to be a full or
accurate description of the content thereof and shall not in any way affect the meaning or
interpretation of this Agreement.

6.22. Construction. The parties have participated jointly in the negotiation and drafting
of this Agreement. In the event an ambiguity or question of intent or interpretation arises with
respect to this Agreement, this Agreement shall be construed as if drafted jointly by the parties
and in accordance with its fair meaning. There shall be no presumption or burden of proof favoring
or disfavoring any party by virtue of the authorship of any of the provisions of this Agreement.

8.23. Amendments. Only a writing executed by the parties hereto or their respective
successors and assigns may amend this Agreement.

6.24. Waiver. The delay or failure of either party at any time to require performance or
compliance by the other of any of its obligations or agreements shall in no way be deemed a
waiver of those rights to require such performance or compliance. No waiver of any provision of
this Agreement shall be effective unless in writing and signed by a duly authorized representative
of the party against whom enforcement of a waiver is sought. The waiver of any right or remedy
in respect to any occurrence or event shall not be deemed a waiver of any right or remedy in
respect to any other occurrence or event, nor shall any waiver constitute a continuing waiver.

6.25. Severability. If any provision of this Agreement is determined by a court of
competent jurisdiction to be unenforceable in any circumstance, such determination shall not
affect the validity or enforceability of the remaining terms and provisions hereof or of the offending
provision in any other circumstance. Notwithstanding the foregoing, if the value of this
Agreement, based upon the substantial benefit of the bargain for any party, is materially impaired,
which determination made by the presiding court or arbitrator of competent jurisdiction shall be
binding, then both parties agree to substitute such provision(s) through good faith negotiations.

6.26. Counterparts. This Agreement may be executed in one or more counterparts,
each of which shall be deemed an original. All counterparts shall be construed together and shall

constitute one agreement.

6.27. Coiporate Authority. The persons executing this Agreement on behalf of the
parties hereto warrant that they are duly authorized to execute this Agreement on behalf of said
parties and that by doing so the parties hereto are formally bound to the provisions of this
Agreement.

[Signatures appear on following page.]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed
by and through their respective authorized officers, as of the date first above written.

CONSULTANT

(G
M.

Date: “-Ll»-\%

Signature

Andrew Nickerson, President
[Name and Title] Social Security or Taxpayer ID Number

CITY OF COSTA MESA

Y

| ‘City Manager

ATTEST:

Pxenda C&mm

Brenda Green
City Clerk

o oo, L1211

THomas Duarte [/
City Attarney

APPROVED AS TO INSURANCE:

f@(/% Date: ‘5/({’//5/

Ruth Wang
Risk Management
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APPROVED AS TO CONTENT:

,Zwu& AM% Date: b /“j’S/

Fidef Gamboa
Project Manager

D MENTAL APF’ROVAL

C 7,18

/ Date:

Barry Cudhs
Economic and Development Services

Director

APPROVED AS TO PURCHASING:
A —
Date: &/g//y

lleen O’Donoghue
Assistant Finance Director
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Cannabis Management Services for the City of Costa Mesa March 23, 2018
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Cannabis Management Services for the City of Costa Mesa March 23, 2018

. BACKGROUND AND EXPERIENCE

Founded in 1983, HdL Companies is a consortium of three companies established to maximize local
government revenues by providing a variety of audits, analytical services and software products.
Hinderliter, de Llamas & Associates (HdL) provides consulting and tax administration services for
sales, use and transaction taxes, economic development and cannabis program management. HdL
Coren & Cone provides audit and information services related to property taxes. HdL Software
provides a variety of enterprise software processing tools for business licensing, code enforcement,
animal control, building permits and tracking/billing of false alarms. HdlL's systematic and coordinated
approach to revenue management and economic data analysis is currently being utilized by over 400
agencies in six states.

HdL Companies is a Corporate Partner of the League of California Cities and California State
Association of Counties and works extensively with the State Association of County Auditors,
California Society of Municipal Finance Officers (CSMFO) and California Municipal Revenue and Tax
Association (CMRTA) on anticipation and planning of programs to strengthen local government
revenues.

)
CALEFORNIA
o SOCIETYS MUNICIPAL
FINANCE OFFICERS
TALFORNTR FIALE

ASSOCIATON OF COUNTES

In 2015, HdL established a cannabis services division with expert staff that works closely with the
Department of Consumer Affairs, Department of Food and Agriculture, Department of Public Health
and California Department of Tax and Fee Administration (formally The State Board of Equalization)
in the implementation of the Medical Cannabis Regulatory and Safety Act (MCRSA) and Proposition
64 Adult Use Marijuana Act (AUMA) and most recently SB 94 Medicinal and Aduit-Use Cannabis
Regulation and Safety Act (MAUCRSA). In addition, our staff has partnered with the League of
California Cities, CSAC, RCRC and Cal Police Chiefs Association to develop policy and reguiatory
strategies to manage the Cannabis Industry in California. We offer the resources and expertise to
assist cities and counties with the design and implementation of all aspects of their regulatory and
taxation policies and programs.

The firm currently employs over 70 employees with its corporate headquarters in Diamond Bar, CA
and additional offices in San Dimas and Pleasanton.

HdL's Cannabis Management services are led by David McPherson, who is one of the state's most
recognized experts in cannabis policies, regulations and taxation strategies. When Mr. McPherson
was the Revenue & Tax Administrator in the City of Oakland, he became a pioneer by being the first
person in the Country to tax, regulate and audit the cannabis industry. He uses his experience of
understanding horticuiture, processing and dispensary operations to assist local and state agencies
with developing cannabis policies for regulation, compliance, auditing and economic development.
Another key member of the team is Matt Eaton, Cannabis Compliance Manager, who's previous
experience as a Supervisory Criminal Investigator with the Colorado Department of Revenue in the
Marijuana Enforcement Division (MED) provided him the opportunity to conduct over 10,000 criminal
investigations and compliance audits of marijuana-related businesses.
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il. LIST OF SERVICES

The regulation, compliance and taxation of Cannabis is complex and filled with challenging
issues. Therefore, the objectives presented in this proposal are based on Hdl’s experience and
the expectations and desired outcomes of the City. However, due to the ongoing evolution of the
state’s Medical Cannabis Regulation and Safety Act (MCRSA), the Adult Use Marijuana Act,
Proposition 64 and SB 94, Medicinal and Adult-Use Cannabis Regulation and Safety Act
(MAUCRSA), HdL is agreeable to modifications to this scope of services as deemed necessary
by both HdL and City staff.

Hdl staff will provide subject matter expertise and technical support to implement the City's
marijuana management program. Services include working with city staff and elected officials
on all issues related to cannabis tax policies, regulatory ordinances, community engagement,
fiscal analysis, compliance reviews, financial audits, law enforcement training and providing best
practices to ensure all state and local laws are followed.

» Cannabis Ordinance Development or Review
>  Subject Matter Expertise
» Council/Board Workshops

Program Oversight and Management

Our team will assist the city with implementing and managing effective marijuana regulation
and taxation. Our experts work closely with law enforcement, the California Department of
Consumer Affairs, the state legislature and other state agencies along with the League of
California Cities, CSAC and RCRC to address and resolve local government issues related to
the Marijuana Industry. We know the best practices and lessons learned from Colorado and
various jurisdictions in California because our team has helped develop these policies and
continue to play a leadership role in the implementation of these programs.

> Assist Staff with Marijuana Tax Policies and Best Practices for Inplementation

Application Review for Di Cultivation, Manufacturing and Distribution Facili

HdL will assist with cannabis business application reviews and make final recommendations.
HdL will ensure the entire process is done in a way that meets all legal standards set forth by
the Medical Cannabis Regulation and Safety Act (MCRSA), Proposition 64 Adult Use Marijuana
Act (AUMA) and local laws. HdL is the only consulting firm with experienced staff with direct
government experience in regulating cannabis businesses at the local and state level.
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»  Application Development and Support

»  Facility Inspection and Interview Panel Support

»  Final Selection and Presentation to Council/Board
Community Qutreach
Successful marijuana regulation and taxation requires close collaboration between city staff,
public officials, community stake holders, legal counsel and consultants who possess the
technical expertise of the cannabis industry and regulatory issues. HdL staff will serve as a
liaison between the city and community groups, marijuana users and potential business owners.
HdL is recognized as the leader in providing outreach and education to public officials and

internal/external stakeholders. In doing so the firm has conducted cannabis workshops or
assisted in the development of cannabis workshops for over 20 local agencies in the last year.

» Public Workshops/Community Engagement
> Presentations to City Council, Board of Supervisors and Agency Staff

» Law Enforcement Training

Coal B { Efical Aiafii

HdL will assist the City with developing a program to recover costs for reviewing all medical
and retail marijuana business applications and issuing marijuana business permits. Our team
will prepare fiscal revenue reports and assist with tax strategies that maximizes agency
economic benefits and provides the cannabis business sector opportunities for success.

> Cost Recovery

> Fiscal Analysis

Financial and Compliance Audits

Audit and compliance services include desk audits, field audits and deliverables. Once
completed, the taxpayer will be given the appropriate time to respond or appeal the Final
Determination Letter in accordance with the City ordinance. If a tax assessment needs to be
adjusted than a modified invoice will be sent out and the taxpayer will be given the appropriate
time to pay the tax liability in accordance to the City ordinance.

> Financial Audits/Revenue Recovery

»  Regulatory Compliance Inspections/Reports

.
oy
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CANNABIS MANAGEMENT TEAM

David McPherson, Cannabis Compliance Director

David McPherson is currently working on implementation and regulatory requirements for
Proposition 64 with local agencies to prepare them to mitigate several issues surrounding the
ballot measure. Prior to joining the firm, David served 28 years in local government for the
County of Orange and the cities of Newport Beach, San Jose and Qakland. David's
experience as a law enforcement officer, compliance auditor, and tax administrator has
provided him a breath of experience that makes him uniquely qualified to manage the HdL
Marijuana Management Program. While working for the City of Oakiand, he became the
first Tax Administrator in the Country to successfully tax, audit and regulate medical
marijuana businesses.

David is one of the state’s most recognized experts in cannabis horticulture, processing and
dispensary operations. He uses his experience to assist local and state agencies in
developing marijuana policies for regulation, compliance, auditing and economic
development. He worked closely with the League of Cities and lobbyists on the development
of AB 243, SB 243 and AB 266 which established the Medical Cannabis Regulation and Safety

Act (MCRSA).

David provides technical support on cannabis-related matters to the League of Cities, the
Police Chief's Assaciation, Rural County Representatives of California, and the California
State Association of Counties. In addition, David is working collaboratively with the
Department of Consumers Affairs, Department of Food & Agriculture, Department of Heaith
Services and the State Board of Equalization on the implementation of best practices for
regulating the Cannabis Industry for local agencies.

David received his Bachelor' Degree in History from California State University, Fullerton and
his Master's Degree in Public Administration from California State University, Long Beach.
While at Long Beach, he was named “Future Urban Administrator of the Year”.

Matt Eaton, Cannabis Compliance Manager

Matt Eaton is the Cannabis Compliance Manager at HdL and plays a critical role in
implementing the Marijuana Management Program for local agencies. Prior to joining the
firm, he was a progressive law enforcement professional with 29 years’ experience conducting
criminal/regulatory investigations, and corporate/individual background investigations. Whiie
working as a Supervisory Investigator at the Colorado Department of Revenue in the
Marijuana Enforcement Division (MED) Matt managed Criminal Investigators and civilian staff
in the Denver Metro and Longmont Field Offices. During his tenure at the MED, he conducted
approximately 10,000 criminal investigations and compliance reviews which included
regulatory and financial investigations. In addition, he is a subject matter expert on track and
trace systems. He understands the complexity in reviewing data information to ensure
businesses are in compliance. In addition, he was responsible for planning, developing
and implementing report and field inspection protocols for the agency.

H
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Furthermore, he played an instrumental role in recommending changes to current regulations
and identifying essential language for new legislation in the State of Colorado. Matt is wel|
known for his ability to maintain working relationships with Cannabis Industry leaders and
external stakeholders in resolving issues.

Matt received his Bachelors of Science Degree from Biola University and currently maintains
a Colorado Post Certificate. He has also served as an Adjunct Instructor teaching law
enforcement principles related to criminology, correctional processes, procedural law,
interviews, interrogations and criminal evidence at AIMS Community College in Greeley,

Colorado.

Tim Cromartie, Cannabis Senior Advisor

Tim Cromartie is a Senior Advisor at HdL. His primary role is to address cannabis regulatory
and tax policies at the state and local municipalities. Tim will also be assisting in the
implementation process with the local agencies. Prior to joining the HdL team, Tim served as
the iegislative representative covering public safety issues for the League of California Cities
with an emphasis on shaping legislation governing state and local regulation of marijuana. He
has been actively involved in educating cities on changes in the law resulting from the Medical
Cannabis Regulation and Safety Act, as well as Proposition 64, the Adult Use of Marijuana
Act.

When these two Acts were merged into a single regulatory structure in 2017, Tim successfully
advocated for clarification of local government's regulatory and enforcement authority in the
cannabis context, and for related environmental safeguards in cultivation operations,
protections against over-concentration of businesses, regulation of testing labs, and the
inclusion of fire safety standards and a definition of volatile solvents in state law governing
cannabis manufacturing operations.

Since then he has been engaged in educating local governments on the more recent Medical
and Adult Use Cannabis Regulation and Safety Act (MAUCRSA), as well as advocating for a
reduction in the cumulative state tax rate for cannabis, improvements in the state’s track-and-
trace program, and the restoration of a statewide cultivation cap.

Prior to the League, he held a variety of positions in the Legislature and state government,
including legislative representative for CalPERS Governmental Affairs, legislative director and
public safety consultant to former state Senator Gloria Romero, and field representative for
Congresswoman Barbara Lee during her term in the state Senate. He has a Bachelor of Arts
degree in Political Science from the University of California at Berkeley and a degree from
Hastings College of the Law.

Mark Lovelace, Cannabis Policy Advisor

Mark Loveiace has 16 years of broad experience in public policy, community engagement
and advocacy from both inside and outside of government. He is recognized as a leader in
advancing the statewide discussion of medical and recreational cannabis as a policy issue in

California.
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Mark served on the Humboldt County Board of Supervisors from 2009 through 2016 where he
was instrumental in developing a comprehensive approach to regulating cannabis, including
a voter- approved tax on commercial cultivation and an innovative track and trace pilot
program. Mark established and co-chaired the Medical Marijuana Working Group for the
California State Association of Counties (CSAC) and helped draft CSAC’s legislative platform
for cannabis issues.

Mark pioneered the first-ever six-county regional summit on cannabis issues in 2015, which
resulted in the North Coast Counties Marijuana Policy Statement. His work and input were
pivotal in guiding the development of SB 643 and AB 243, two components of the Medical
Cannabis Regulation and Safety Act (MCRSA).

Mark has worked extensively with public agencies and statewide associations onh cannabis
issues, including CSAC, Rural County Representatives of California {(RCRC), the Association
of California Water Agencies, the North Coast Resource Partnership, California Department of
Fish and Wildlife, the State Water Board, the North Coast Regional Water Board, the Bureau
of Medical Cannabis Regulation, State legislators, the Department of Justice, Members of
Congress and others. He has organized and led numerous presentations, workshops and
panel discussions on cannabis issues and has been a sought-after speaker on the topic for
government agencies, community organizations and cannabis industry groups.

Mark received his Bachelor of Science Degree in Industrial and Product Design from
California State University, San Jose. Prior to his time on the Board, he worked for many years
as a respected advocate on land use, planning, development and environmental issues,

Kami Miller, Cannabis Senior Auditor

Kami Miller is the Cannabis Senior Auditor at HdL. Her primary role is to ensure cannabis
compliance and identify the risk assessment in the supply chain process of each permitted
business. Kami has also played a major role in reviewing applications, facilitating applicant
interviews, and conducting background checks. Prior to joining the firm, she served three
years as a Marijuana Compliance Manager for the Department of Public Behavior and Health
(DPBH) for the State of Nevada. During this time Kami played a key role in Nevada's
implementation of its Medical Marijuana Program in which she was responsible for statewide
monitoring of medical marijuana facilities that included cultivation, production, testing labs
and retail stores.

A sampling of some of the agencies that Kami has worked with in the last year include the
Cities of Blythe, Hanford, Port Hueneme, Maywood, Union City, Nevada City, Tracy, Vallejo,
Watsonville and the County of Contra Costa.

While working as a Marijuana Compliance Manager for the DPBH for the State of Nevada,
Kami managed compliance auditors and support staff in their Las Vegas Office. During her
three-year tenure at the DPBH, she conducted approximately 1,000 compliance and financial
inspections in which she developed the documentation for the inspection protocols in order
to establish comprehensive reports. In addition, her experience in Nevada provided her the
opportunity to learn the various track and trace systems that allowed her to develop industry
chain practices for the Department of Taxation.

HdL 8
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Kami received her bachelor’s degree in Business Administration in E-Commerce and Supply
Chain Management from Tennessee State University.

Matt Hinderliter, Director Audit Services

During his 25-year tenure with HdL, Matt Hinderliter has directly participated in thousands of
taxpayer audits. He is the author of an extensive audit training manual including information
regarding complex point of sale issues and proposed changes in legislation and regulations.
He created the state’s first multi-dimensional audit process, which includes extensive data
mining and web-based analysis combined with field investigations. He is responsible for
quality control, and for ensuring Hdl's audit techniques and programs remain at the
industry’s leading edge through continuous innovation and improvement. Mr. Hinderliter
earned his Bachelor of Arts degree in Business Administration from California State

University, Fullerton.

Stephanie Martin, Cannabis Outreach Coordinator

With over 28 years of diversified law enforcement experience, Stephanie has used her training
and expertise to develop community-based partnerships, create and implement outreach
programs and apply her communication for media relations. As a Volunteer Program Manager,
she was responsible for the recruitment, selection and training of volunteers, who provided
support services to all divisions of the Manhattan Beach Police Department. Her assignment
as the Department's Community Affairs Officer was unique, as she was the only officer to
have supervisory responsibilities, mana ge a budget and interview/select applicants for
paid and volunteer positions. Stephanie also served as the coordinator of the DARE program
for the City of Redondo Beach. Stephanie earned her Bachelor of Science degree from
Chapman University in Orange, California.

Elizabeth Eumurian, Senior Analyst

Elizabeth Eumurian is a Senior Analyst in Hdl's Audit Department. Elizabeth previously
worked for a large financial institution analyzing date for reporting anomalies and performing
financial audits. She has also worked as a senior auditor in the entertainment industry. In this
role, Elizabeth executed testing procedures for targeted audit programs, analyzed findings and
prepared audit and compliance reports. Elizabeth earmed her Bachelor of Arts degree in
History from California State University, Fullerton.

Adam Crabtree, HdL Strategic Partner: Founder and CEO of Nationwide
Compliance Specialists

Adam Crabtree is the Founder and CEO of Nationwide Compliance Specialists, Inc. (NCS),
headquartered in Denver, Colorado. After graduation, Adam began his career in banking,
managing sales, operations and compliance for a Tier 1 bank. it was here that he recognized
the inherent flaws and systemic disconnect between banks, state government, and the

Cannabis Industry.

Relying on his background in banking, his education, and his analytical acumen, he began to
dig into the pain points that are at the center of these issues. It was at this point that the core
of the NCS platform, the patent-pending predictive analytical algorithm, was born.

COMPANIES
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The algorithm was written to gather numerous, seemingly unrelated, data points and analyze
the interplay between them. After a successful testing period, NCS transformed the algorithm
into a high-powered, near- real time, analytics engine capable of aggregating and analyzing
tens of millions of data points that are then transformed into clear, concise, detailed reports.
These reports are then used to assist in decision-making and resource aliocation in the
financial, regulatory and governmental sectors. NCS partnership with HdL has established a
“one of a kind” financial auditing program which will help ensure that cannabis businesses are
properly reporting taxes, fees and other data required by state and local agencies.

Adam’s expertise with identifying and recognizing financial banking issues has given him the
opportunity to work coilaboratively with state and local officials as well as financial institutions
in Colorado and California. He is often requested to conduct presentations about the current
challenges for the Cannabis Industry and how the use of advanced analytics can help
government overcome them. In addition, he has conducted presentations to the California
State Assembly, Alaska Bar Association, State Board of Equalization, Native Nation, and
numerous elected officials spanning from Hawaii to Massachusetts. Adam is a proud three-
time graduate of the University of Colorado (BA, MBA, MSF).

Rebecca Marcus, l.obbyist

The firm engages Rebecca Marcus as its lobbyist to represent client interests in matters before
the CDTFA and the state legislature. Rebecca has served as Chief of Staif to Assembly
members Mark Stone, Mike Feuer and Johan Klehs and as Chief of Staff to Chairs of the
Assembly Judiciary Committee, Human Services Committee and Assembly Revenue and
Taxation Committee. She has worked directly with Assembly and Senate Leadership as well
as the Governor's office on policy and budget matters.

HdL )
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V. COST

Hdl's fees are based on time, materials and travel expenses associated with the execution
of the services at the following standard hourly rates.

Director $300 per hour
Manager $250 per hour
Senior Auditor $195 per hour
Analyst $125 per hour
Administrative $ 75 per hour

Background checks are billed at $300 per person,

The above hourly rates do not include travel related expenses. Fees for project specific
services are available on an individual project basis and dependent on the scope of each

project.

We estimate that the cost for managing the permit applications/evaluation process will be
approximately $4,500-$5,000 per applicant.

HdL agrees to a not to exceed amount $49,999 for these services.

o
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e I DATE (MM/DD/YYYY
ACORD CERTIFICATE OF LIABILITY INSURANCE ; )

4/26/2018

IMPORTANT: If the certificate holder is an ADDITIONAL INSURED, the policy(les} must have ADDITIONAL INSURED provislons or be endorsed.
If SUBROGATION 1S WAIVED, subject to the terms and conditions of the policy, certain policies may require an endorsement. A statement on
this certificate does not confer rights to the certificate holder in lfeu of such endorsement(s),

PRODUCER ﬁE.’C‘,E?CT Sergio Nilchian
Y Sgﬂf{fvﬂfﬁ?’gﬁiﬁg‘ 500 8N, ey 949.435.7358 R, o): 945.476,3118
Irvine CA 92614 ADDRESS: Shilchian@wsandco.com
INSURER(S) AFFORDING COVERAGE NAIC #

INSURER A ; Twin City Fire Insurance Company 29459
INSURED , HDLCOMP-01 INsURER B : National Fire Insurance Company of Hartford 20478
ﬁjcﬂ_d g@;ﬁ;;‘zll}ﬁrgés & Associates INSURER ¢ : Continental Insurance Company 35289
1340 Valley Vista Dr # 200 INSURER D :
Diamond Bar CA 91765 INSURER E :

INSURER F :
COVERAGES CERTIFICATE NUMBER: 451626451 REVISION NUMBER:

THIS 1S TO CERTIFY THAT THE POLICIES OF INSURANCE LISTED BELOW HAVE BEEN ISSUED TO THE INSURED NAMED ABOVE FOR THE POLICY PERIOD

EXCLUSIONS AND CONDITIONS OF SUCH POLICIES. LIMITS SHOWN MAY HAVE BEEN REDUCED BY PAID CLAIMS.
INSR ADDL[SUBR POLICY EFF POLICY EXP

LTR TYPE OF INSURANCE I POLICY NUMBER (MM/DD/YYYY) | (MMADD/YYYY) LIMITS
B | X | COMMERCIAL GENERAL LIABILITY Y 6056953483 11/15/2017 5282019 | EACH OGGURRENCE $ 1,000,000
DAMAGE TO RENTED
CLAIMS-MADE QCCUR PREMISES (Ea occurrence) $1,000,000
MED EXP {Any one parson) § 15,000
PERSONAL & ADV INJURY | $ 1,000,000
GEN'L AGGREGATE LIMIT APPLIES PER: GENERAL AGGREGATE $2,000,000
X | poLicy FRC- Loc PRODUCTS - COMPICP AGG | $ 2,000,000
JE
CTHER: §
B | AUTOMOBILE LIABILITY Y 6056953466 11/15/2017 5/26/2019 %‘g'\j;E'cﬁ,EegnSlNG'-E LINMIT $ 1,000,000
X | ANY AUTO BODILY INJURY (Per persor) | $
OWNED SCHEDULED -
AUTOS ONLY AUTOS BODILY INJURY {Per accident)| $
HIRED NON-OWNED PROPERTY DAMAGE .
| __ | AUTOS ONLY AUTCS ONLY Per accidan{
$
B | X | UMBRELLALIAB X | occur Y 6056953502 111512017 8/262019 | EACH OCCURRENGE $3,000,000
EXCESS LIAB GLAIMS-MADE AGGREGATE $ 3,000,000
pen | X [ reventions 12.000 $
G |WORKERS COMPENSATION 6056953457 1111512017 111152018 |X g‘%’fmTE ﬁ Eg”-
AND EMPLOYERS' LIABILITY YiN
ANYPROPRIETOR/PARTNER/EXECUTIVE E.L. EACH ACCIDENT $ 1,000,000
OFFIGER/MEMBER EXCLUDED? NiA
(Mandatory in NH) E.L. DISEASE - EA EMPLOYEE| $ 1,000,000
If yes, describe under
DESCRIFTION CF OPERATIONS below E.L. DISEASE - POLICY LIMIT | $ 1,000,000
A | Professional Uability 72PG02457285 11/15/2017 5/25/2019 | Each Clalm $1,000,000
Claims Made Form Aggragata $2,000,000
Retreactive Date 2/15/03 Deductible $25000

DESCRIPTION OF OPERATIONS f LOCATIONS ! VEHICLES (ACQRD 101, Additional Remarks Schedule, may be attachad if more space is requirad)

The City of Costa Mesa and its elected and appointed boards, officers, officials, agents, employees, and volunteers are additional insureds with respect 1o the
General Liability and Auto Liability policies. Also, coverage Is Primary and non-contributory per policy wording.

*30 day notice of cancellation applies except *10 days for non payment

CERTIFICATE HOLDER CANCELLATION

SHOULD ANY OF THE ABOVE DESCRIBED POLICIES BE CANCELLED BEFORE
THE EXPIRATION DATE THEREQF, NOTICE WILL BE DELIVERED IN
ACCORDANGE WITH THE POLICY PROVISIONS.

City of Costa Mesa

77 Fair Drive
Costa MBSE CA 92626 AUTHORIZE;‘REPRESENTATIVE

O epi T

© 1988-2015 ACORD CORPORATION. All rights reserved.
ACORD 25 (2016/03) The ACORD name and logo are registered marks of ACORD
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It is understood and agreed that this endorsement amends the COMMERCIAL GENERAL LIABILITY COVERAGE
PART as follows. If any other endorsement attached to this policy amends any provision also amended by this
endorsement, then that other endorsement controls with respect to such provision, and the changes made by this
endorsement with respect to such provision do not apply.

Technology General Liability Extension Endorsement

SCHEDULE:
City of Costa Mesa, and its elected and appointed boards, officers, officials, agents, employees, and volunteers
77 Fair Drive

Costa Mesa, CA 92626

TABLE OF CONTENTS

Additional Insureds
Additional Insured - Primary And Non-Contributory To Additional Insured’s Insurance

Bodily Injury — Expanded Definition

Broad Knowledge of Occurrence/ Notice of Occurrence

Broad Named Insured

Estates, Legal Representatives and Spouses

Expected Or Intended Injury — Exception for Reasonable Force

BIN|o|laipiwINa

In Rem Actions

»

Incidental Health Care Malpractice Coverage
10. Joint Ventures/Partnership/Limited Liability Companies

11. Legal Liability - Damage To Premises

12. Medical Payments

13. Non-owned Aircraft Coverage

14. Non-owned Watercraft

15. Personal And Advertising Injury — Discrimination or Humiliation
16. Personal And Advertising Injury - Limited Contractual Liability

17. Property Damage - Elevators

18. Supplementary Payments

19. Property Damage — Patterns, Molds and Dies

20. Unintentional Failure To Disclose Hazards

21. Waiver of Subrogation ~ Blanket
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1. ADDITIONAL INSUREDS

a. WHO IS AN INSURED is amended to include as an Insured any person or organization described in
paragraphs A. through K. below whom a Named Insured is required to add as an additional insured on thig
Coverage Part under a written contract or written agreement, provided such contract or agreement:

Technology General Liability Extension Endorsement

(1) is currently in effect or becomes effective during the term of this Coverage Part; and
(2) was executed prior to:

(a) the bodily injury or property damage; or

(b) the offense that caused the personal and advertising injury,

for which such additional insured seeks coverage.

b. However, subject always to the terms and conditions of this policy, including the limits of insurance, the
Insurer will not provide such additional insured with:

(1) a higher iimit of insurance than required by such contract or agreement; or

(2) coverage broader than required by such contract or agreement, and in no event broader than that
described by the applicable paragraph A. through K. below.

Any coverage granted by this endorsement shall apply only to the extent permissible by law.

A. Controlling Interest

Any person or organization with a controliing interest in a Named Insured, but only with respect to such
person or organization's liability for bodily injury, property damage or personal and advertising injury
arising out of:

1. such person or organization’s financial control of a Named Insured; or

2. premises such person or organization owns, maintains or controls while 2 Named Insured leases or
occupies such premises;

provided that the coverage granted by this paragraph does not apply to structural alterations, new
construction or demolition operations performed by, on behalf of, or for such additional insured.

B. Co-owner of insured Premises

A co-owner of a premises co-owned by a Named Insured and covered under this insurance but only with
respect to such co-owner's liability for bodily injury, property damage or personal and advertising injury
as co-owner of such premises.

C. Grantor of Franchise

Any person or organization that has granted a franchise to @ Named Insured, but only with respect to such
person or organization’s liability for bodily injury, property damage or personal and advertising injury as
grantor of a franchise to the Named Insured.

D. Lessor of Equipment

Any person or organization from whom a Named Insured leases equipment, but only with respect to liability
for bodily injury, property damage or personal and advertising injury caused, in whole or in part, by the
Named Insured’s maintenance, operation or use of such equipment, provided that the occurrence giving
rise to such bodily injury, property damage or the offense giving rise to such personal and advertising
injury takes place prior to the termination of such lease,

E. Lessor of Land

Any person or organization from whom a Named Insured leases land but only with respect to liability for
bodily injury, property damage or personal and advertising injury arising out of the ownership,
CNA74872XX (1-15) Policy No: 6056953483
Page 2 of 14 Endorsement No: 1
Effective:  11/15/17 - 5/26/19
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maintenance or use of such land, provided that the occurrence giving rise to such bodily injury, property
damage or the offense giving rise to such personal and advertising injury takes place prior to the
termination of such lease. The coverage granted by this paragraph does not apply to structural alterations,
new construction or demolition operations performed by, on behalf of, or for such additional insured.

Technology General Liability Extension Endorsement

F. Lessor of Premises

An owner or lessor of premises leased to the Named Insured, or such owner or lessor's real estate
manager, but only with respect to liability for bodily injury, property damage or personal and advertising
injury arising out of the ownership, maintenance or use of such part of the premises leased to the Named
Insured, and provided that the occurrence giving rise to such bodily injury or property damage, or the
offense giving rise to such personal and advertising injury, takes place prior to the termination of such
lease. The coverage granted by this paragraph does not apply to structural alterations, new construction or
demolition operations performed by, on behalf of, or for such additional insured.

G. Mortgagee, Assignee or Receiver

A mortgagee, assignee or receiver of premises but only with respect to such mortgagee, assignee or
receiver's liability for bodily injury, property damage or personal and advertising injury arising out of the
Named Insured’s ownership, maintenance, or use of a premises by a Named Insured.

The coverage granted by this paragraph does not apply to structural alterations, new construction or
demolition operations performed by, on behalf of, or for such additional insured.

H. State or Governmental Agency or Subdivision or Political Subdivisions — Permits

A state or governmental agency or subdivision or political subdivision that has issued a permit or
authorization but only with respect to such state or governmental agency or subdivision or political
subdivision’s liability for bodily injury, property damage or personal and advertising injury arising out of:

1. the following hazards in connection with premises a Named Insured owns, rents, or controls and to
which this insurance applies:

a. the existence, maintenance, repair, construction, erection, or removal of advertising signs, awnings,
canopies, cellar entrances, coal holes, driveways, manholes, marquees, hoistaway openings,
sidewalk vaults, street banners, or decorations and similar exposures; or

b. the construction, erection, or removal of elevators; or
c. the ownership, maintenance or use of any elevators covered by this insurance; or

2. the permitted or authorized operations performed by a Named Insured or on a Named Insured’s
behalf.

The coverage granted by this paragraph does not apply to:

a. Bodily injury, property damage or personal and advertising injury arising out of operations
performed for the state or governmental agency or subdivision or political subdivision: or

b. Bodily injury or property damage included within the products-completed operations hazard.

With respect to this provision's requirement that additional insured status must be requested under a written
contract or agreement, the Insurer will treat as a written contract any governmental permit that requires the
Named Insured to add the governmental entity as an additional insured.

I. Trade Show Event Lessor

1. With respect to a Named Insured’s participation in a trade show event as an exhibitor, presenter or
displayer, any person or organization whom the Named Insured is required to include as an additional
insured, but only with respect to such person or organization's liability for bodily injury, property
damage or personal and advertising injury caused by:
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a. the Named Insured’s acts or omissions; or

Technology General Liability Extension Endorsement

b. the acts or omissions of those acting on the Named Insured’s behalf,

in the performance of the Named Insured’s angoing operations at the trade show event premises during
the trade show event.

2. The coverage granted by this paragraph does not apply to bodily injury or property damage included
within the products-completed operations hazard.

J. Vendor
Any person or organization but only with respect to such person or organization's liability for bodily injury or
property damage arising out of your products which are distributed or soid in the regular course of such
person or organization's business, provided that:

1. The coverage granted by this paragraph does not apply to:

a. bodily injury or property damage for which such person or organization is obligated to pay
damages by reason of the assumption of liability in a contract or agreement unless such liability
exists in the absence of the contract or agreement;

b. any express warranty unauthorized by the Named Insured;
any physical or chemical change in any product made intentionally by such person or organization;

repackaging, except when unpacked solely for the purpose of inspection, demonstration, testing, or
the substitution of parts under instructions from the manufacturer, and then repackaged in the
original container;

8. any failure to make any inspections, adjustments, tests or servicing that such person or organijzation
has agreed to make or normally undertakes to make in the usual course of business, in connection
with the distribution or sale of the products;

f.  demonstration, installation, servicing or repair operations, except such operations performed at such
person or organization’s premises in connection with the sale of a product;

g. products which, after distribution or sale by the Named Insured, have been labeled or relabeled or
used as a container, part or ingredient of any other thing or substance by or for such person or
organization; or

h. bodily injury or property damage arising out of the sole negligence of such person or organization
for its own acts or omissions or those of its employees or anyone else acting on its behalf. However,
this exclusion does not apply to:

(1) the exceptions contained in Subparagraphs d. or f. above: or

(2) such inspections, adjustments, tests or servicing as such person or organization has agreed with
the Named Insured to make or normally undertakes to make in the usual course of business, in
connection with the distribution or sale of the products.

2. This Paragraph J. does not apply to any insured person or organization, from whom the Named Insured
has acquired such products, nor to any ingredient, part or container, entering into, accompanying or
containing such products.

3. This Paragraph J. also does not apply:
a. to any vendor specifically scheduled as an additional insured by endorsement to this Coverage Part;
b. to any of your products for which coverage is excluded by endorsement to this Coverage Part; nor

c. if bodily injury or property damage included within the products-completed operations hazard
is excluded by endorsement to this Coverage Part.
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K. Other Person Or Organization / Your Work

Technology General Liability Extension Endorsement

Any person or organization who is not an additional insured under Paragraphs A. through J. above. Such
additional insured is an Insured solely for bodily injury, property damage or personal and advertising
injury for which such additional insured is liable because of the Named Insured's acts or omissions.

The coverage granted by this paragraph does not apply to any person or organization:

1. who is specifically scheduled as an additionai insured on another endorsement to this Coverage Part;
nar

2, for bodily injury or property damage included within the products-completed operations hazard
except to the extent all of the following apply:
a. this Coverage Part provides such coverage;

b, the written contract or agreement described in the opening paragraph of this ADDITIONAL
INSUREDS Provision requires the Named Insured to provide the additional insured such coverage;
and

¢. the bodily injury or property damage results from your work that is the subject of the written
contract or agreement, and such work has not been excluded by endorsement to this Coverage
Part.

2. ADDITIONAL INSURED - PRIMARY AND NON-CONTRIBUTORY TO ADDITIONAL INSURED'S INSURANCE

A. The Other Insurance Condition in the COMMERCIAL GENERAL LIABILITY CONDITIONS Section is
amended to add the following paragraph:

If the Named Insured has agreed in writing in a contract or agreement that this insurance is primary and
non-contributory relative to an additional insured's own insurance, then this insurance is primary, and the
Insurer will not seek contribution from that other insurance. For the purpose of this Provision 2., the
additional insured's own insurance means insurance on which the additional insured is a named insured.

B. With respect to persons or organizations that qualify as additional insureds pursuant to paragraph 1.K. of this
endorsement, the following sentence is added to the paragraph above:

Othefwise, and notwithstanding anything to the contrary elsewhere in this Condition, the insurance provided
to such person or organization is excess of any other insurance available to such person or organization.

3. BODILY INJURY ~ EXPANDED DEFINITION
Under DEFINITIONS, the definition of bodily injury is deleted and replaced by the following:

Bodily injury means physicai injury, sickness or disease sustained by a person, including death, humiliation,
shock, mental anguish or mental injury sustained by that person at any time which results as a consequence of
the physical injury, sickness or disease.

4. BROAD KNOWLEDGE OF OCGURRENCE/ NOTICE OF OCCURRENCE

Under CONDITIONS, the condition entitled Duties in The Event of Occurrence, Offense, Claim or Suit
Condition is amended to add the following provisions;

A. BROAD KNOWLEDGE OF OCCURRENCE

The Named Insured must give the Insurer or the Insurer's authorized representative notice of an
occurrence, offense or ciaim only when the occurrence, offense or claim is known to a natural person
Named Insured, to a partner, executive officer, manager or member of 3 Named Insured, or to an
employee designated by any of the above to give such notice.

B. NOTICE OF OCCURRENCE
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The Named Insured’s rights under this Coverage Part will not be prejudiced if the Named Insured fails to
give the Insurer notice of an occurrence, offense or claim and that failure is solely due to the Named
Insured’s reasonable belief that the bodily injury or property damage is not covered under this Coverage
Part. However, the Named Insured shall give written notice of such occurrence, offense or claim to the
Insurer as soon as the Named Insured is aware that this insurance may apply to such eccurrence, offense

or claim.
5. BROAD NAMED INSURED
WHO IS AN INSURED is amended to delete its Paragraph 3. in its entirety and replace it with the following:

3. Pursuant to the limitations described in Paragraph 4. below, any organization in which a Named Insured has
management control:

Technology General Liability Extension Endorsement

a. on the efiective date of this Coverage Part; or
b. by reason of a Named Insured creating or acquiring the organization during the policy period,

qualifies as a Named Insured, provided that there is no other similar liability insurance, whether primary,
contributory, excess, contingent or otherwise, which provides coverage to such organization, or which would
have provided coverage but for the exhaustion of its limit, and without regard to whether its coverage is
broader or narrower than that provided by this insurance.

But this BROAD NAMED INSURED provision does not apply to:

{a) any partnership or joint venture: or

(b) any organization for which coverage is excluded by another endorsement attached to this Coverage
Part.

For the purpose of this provision, and of this endorsement’s JOINT VENTURES / PARTNERSHIP / LIMITED
LIABILITY COMPANIES provision, management control means:

A. owning interests representing more than 50% of the voting, appointment or designation power for the
selection of a majority of the Board of Directors of a corporation, or the members of the management
board of a limited liability company; or '

B. having the right, pursuant to a written trust agreement, to protect, control the use of, encumber or
transfer or sell property held by a trust. :

4. With respect to organizations which qualify as Named Insureds by virtue of Paragraph 3. above, this
insurance does not apply to:

a. bodily injury or property damage that first occurred prior to the date of management control, or that
first occurs after management control ceases; nor

b. personal or advertising injury caused by an offense that first occurred prior to the date of
management control or that first occurs after management control ceases.

3. The insurance provided by this Coverage Part applies to Named Insureds when trading under their own
names or under such other trading names or doing-business-as names (dba) as any Named Insured should
choose to employ. :

6. ESTATES, LEGAL REPRESENTATIVES, AND SPOUSES

The estates, heirs, legal representatives and spouses of any natural person Insured shall also be insured under
this policy; provided, however, coverage is afforded to such estates, heirs, legal representatives, and spouses
only for claims arising solely out of their capacity or status as such and, in the case of a spouse, where such
claim seeks damages from marital community property, jointly held property or property transferred from such
natural person Insured to such spouse. No coverage is provided for any act, error or omission of an estate, heir,
legai representative, or spouse outside the scope of such person's capacity or status as such, provided however
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that the spouse of a natural person Named Insured and the spouses of members or partners of joint venture or
partnership Named Insureds are Insureds with respect to such spouses’ acts, errors or omissions in the
conduct of the Named Insured’s business.

7. EXPECTED OR INTENDED INJURY - EXCEPTION FOR REASONABLE FORCE

Under COVERAGES, Coverage A — Bodily Injury And Property Damage Liability, the paragraph entitled
Exclusions is amended to delete the exclusion entitied Expected or Intended Injury and replace it with the
following:

Technology General Liability Extension Endorsement

This insurance does not apply to:
Expected or Intended Injury

Bodily injury or property damage expected or intended from the standpoint of the Insured. This exclusion
does not apply to bodily injury or property damage resulting from the use of reasonable force to protect
persans or property.

8. IN REM ACTIONS

A quasi in rem action against any vessel owned or operated by or for the Named Insured, or chartered by or for
the Named Insured, will be treated in the same manner as though the action were in personam against the
Named Insured.

9. INCIDENTAL HEALTH CARE MALPRACTICE COVERAGE
Solely with respect to bodily injury that arises out of a health care incident:

A. Under COVERAGES, Coverage A — Bodily Injury And Property Damage Liability, the Insuring
Agreement is amended to replace Paragraphs 1.b.(1) and 1.b.(2) with the following:

b. This insurance applies to bodily injury provided that the professional health care setvices are incidental
to the Named Insured’s primary business purpose, and only if;

(1} such bodily injury is caused by an occurrence that takes place in the coverage territory.

(2) the bodily injury first occurs during the policy period. All bodily injury arising from an occurrence
will be deemed to have occurred at the time of the first act, error, or omission that is part of the

occurrence; and

B. Under COVERAGES, Coverage A — Bodily Injury And Property Damage Liability, the paragraph entitlad
Exclusions is amendad to:

I. add the following to the Employers Liakility exclusion:

This exclusion applies only if the bodily injury arising from a health care incident is covered by other
liability insurance available to the Insured (or which would have been available but for exhaustion of its
limits}).

li. delete the exclusion entitied Contractual Liability and replace it with the following:
This insurance does not apply to:
Contractual Liability

the Insured’s actual or alleged liability under any oral or written contract or agreement, including but not
limited to express warranties or guarantees,

iii. add the following additional exclusions.

This insurance does not apply to:
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Discrimination

any actual or alleged discrimination, humiliation or harassment, that includes but shall not be limited to
claims based on an individual's race, creed, color, age, gender, national origin, religion, disability, marital
status or sexual orientation.

Technology General Liability Extension Endorsement

Dishonesty or Crime
Any actuai or alleged dishonest, criminal or malicious act, error or omission.
Medicare/Medicaid Fraud

any actual or alleged violation of law with respect to Medicare, Medicaid, Tricars or any similar federal,
state or local governmental program.

Services Excluded by Endorsement
Any health care incident for which coverage is excluded by endorsement.
C. DEFINITIONS is amended to:

i. add the fallowing definitions:

Health care incident means an act, error or omission by the Named Insured's employees or
volunteer workers in the rendering of:

a. professional health care services on behalf of the Named insured or

b. Good Samaritan services rendered in an emergency and for which no payment is demanded or
received.

Professional heaith care services means any health care services or the related furnishing of food,
beverages, medical supplies or appliances by the following providers in their capacity as such but solely
to the extent they are duly licensed as required:

Physician;
Nurse;

Nurse practitioner;

L L

Emergency medical technician;
Paramedic;

Dentist;

Physical therapist;

T @ ™o

Psychologist;
i. Speech therapist;
j-  Other allied health professional: or

Professional health care services does not include any services rendered in connection with human
clinical trials or product testing.

ii. delete the definition of occurrence and replace it with the following:

Occurrence means a health care incident. All acts, errors or omissions that are logicaily connected by
any common fact, circumstance, situation, transaction, event, advice or decision will be considered to

constitute a single occurrence;
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iii. amend the definition of Insured to:

Technology General Liability Extension Endorsement

a. add the following:
* the Named Insured's employees are Insureds with respect to:

(1) bodily injury to a co-employee while in the course of the co-employee’s employment by
the Named Insured or while performing duties related to the conduct of the Named
insured’s business; and

(2) bodily injury to a volunteer worker while performing duties related to the conduct of the
Named Insured’s business;

when such bodily injury arises out of a health care incident.
+ the Named Insured’s volunteer workers are Insureds with respect to:

{1} bodily injury to a co-volunieer worker while performing duties related to the conduct of the
Named Insured's business: and

(2) bodily injury to an employee while in the course of the employee's employment by the
Named Insured or while performing duties related to the conduct of the Named Insured's
business;

when such bodily injury arises out of a heaith care incident.
bh. delete Subparagraphs (a), (b), (¢) and (d) of Paragraph 2.a.(1) of WHO IS AN INSURED.
¢. add the following:
Insured does not include any physician while acting in his or her capacity as such.

D. The Other Insurance condition is amended to delete Paragraph b.(1) in its entirety and replace it with the
following:

Other Insurance
b. Excess Insurance

(1) To the extent this insurance applies, it is excess over any other insurance, self insurance or risk
transfer instrument, whether primary, excess, contingent or on any other basis, except for insurance
purchased specifically by the Named Insured to be excess of this coverage.

10. JOINT VENTURES / PARTNERSHIP / LIMITED LIABILITY COMPANIES
WHO IS AN INSURED is amended to delete its last paragraph and replace it with the following:
No person or organization is an Insured with respect to:

*+ the conduct of any current or past partnership or joint venture that is not shown as a Named Insured in
the Declarations; nor

+ the conduct of a current or past limited liability company in which a Named Insured’s interest does/did
not rise to the level of management control;

except that if the Named Insured was a joint venturer, partner, or member of such a limited liability company,
and such joint venture, partnership or limited liability company terminated prior to or during the policy period,
then such Named Insured is an Insured with respect to its interest in such joint venture, partnership or limited
liability company but only to the extent that:

a. any offense giving rise to personal and advertising injury occurred prior to such termination date, and the
personal and advertising injury arising out of such offense, first occurred after such termination date;

b. the bodily injury or property damage first oceurred after such termination date; and

CNA74872XX (1-15) Policy No: 6056953483
Page 9 of 14 Endorsement No: 1
Effective:  11/15/17 - 5/26/19

Insured Name: Hinderiiter, de Llamas & Associates | HDL Software, LLC
Copyright CNA All Rights Reserved. Includes copyrighted material of Insurance Services Office, Inc., with its permission.



CNA

¢. there is no other valid and collectible insurance purchased specifically to insure the partnership, joint venture
or limited fability company.

11. LEGAL LIABILITY — DAMAGE TO PREMISES

A. Under COVERAGES, Coverage A - Bodily Injury and Property Damage Liability, the paragraph entitled
Exclusions is amended to delete the first paragraph immediately following subparagraph (6) of the Damage
to Property exclusion and replace it with the following:

Paragraphs (1), (3) and (4) of this exclusion do not apply to property damage (other than damage by fire) to
premises rented to the Named Insured or temporarily occupied by the Named Insured with the permission
of the owner, nor fo the contents of premises rented to the Named Insured for a period of 7 or fewer
consecutive days. A separate limit of insurance applies to Damage To Premises Rented To You as
described in LIMITS OF INSURANCE.

B. Under COVERAGES, Coverage A - Bodily Injury and Property Damage Liability, the baragraph entitled
Exclusions is amended to delete its last paragraph and replace it with the following:

Exclusions c. through n. do not apply to damage by fire to premises while rented to a Named Insured or
temporarily occupied by a Named Insured with permission of the owner, nor to damage to the contents of
premises rented to a Named Insured for a period of 7 or fewer consecutive days.

Technology General Liability Extension Endorsement

A separate limit of insurance applies to this coverage as described in the LIMITS OF INSURANCE Section.

C. LIMITS OF INSURANCE is amended to delete Paragraph 6. (the Damage To Premises Rented To You
Limit) and replace it with the following:
6. Subject to Paragraph 5. above, (the Each Occurrence Limit), the Damage To Premises Rented To You
Limit is the most the Insurer will pay under COVERAGE A for damages because of property damage
to:

a. any one premises while rented to a Named Insured or temporarily occupied by a Named Insured
with the permission of the owner; and

b. contents of such premises if the premises is rented to the Named Insured for a period of 7 or fewer
consecutive days. '

The Damage To Premises Rented To You Limit is $500,000. unless a different Damage to Premises
Rented to You Limit is shown in the Declarations.

D. The Other Insurance Condition is amended to delete Paragraph b.(T}a}ii), and replace it with the
following:
{ii) That is property insurance for premises rented to a Named Insured, for premises temporarily occupied
by the Named Insured with the permission of the owner; or for personal property of others in the Named
Insured’s care, custody or control;

E. This Provision 11. does not apply if liability for damage to premises rented to a Named Insured is excluded
by another endorsement attached to this Coverage Part.

12. MEDICAL PAYMENTS

A. LIMITS OF INSURANCE is amended to delete Paragraph 7. (the Medical Expense Limit) and replace it with
the following:
7. Subject to Paragraph 5. above (the Each Occurrence Limit), the Medical Expense Limit is the most the

Insurer will pay under Coverage C — Medical Payments for all medical expenses because of bodily
injury sustained by any one person. The Medical Expense Limit is the greater of;

(1) 815,000 unless a different amount is shown here: RRREEEERERRREE or

{2) the amount shown in the Declarations for Medical Expense Limit.
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B. Under COVERAGES, the Insuring Agreement of Coverage C — Medical Payments is amended to repiace
Paragraph 1.a.(3}(b) with the following:

(b) The expenses are incurred and reported to the Insurer within three years of the date of the accident; and

Technology General Liability Extension Endorsement

This Paragraph B. does not apply to medical expenses incurred in the state of Missouri.

13. NON-OWNED AIRCRAFT

Under COVERAGES, Coverage A — Bodily Injury and Property Damage Liability, the paragraph entitled
Exclusions is amended as follows:

The exclusion entitled Aircraft, Auto or Watercraft is amended to add the following:
This exclusion does not apply to an aircraft not owned by any Named Insured, provided that:

1. the pilot in command holds a currently effective certificate issued by the duly constituted authority of the
United States of America or Canada, designating that person as a commercial or airline transpart pilot;

2. the aircraft is rented with a trained, paid crew to the Named Insured: and
3. the aircraft is not being used to carry persons or property for a charge.
14. NON-OWNED WATERCRAFT

Under COVERAGES, Coverage A — Bodily Injury and Property Damage Liability, the paragraph entitled
Exclusions is amended to delete subparagraph (2) of the exclusion entitled Aircraft, Auto or Watercraft, and
replace it with the following,

This exclusion does not apply to:
(2) awatercraft that is not owned by any Named Insured, provided the watercraft is:
(a) less than 75 feet long; and
(b) not being used to carry persons or property for a charge.
15. PERSONAL AND ADVERTISING INJURY —DISCRIMINATION CR HUMILIATION
A. Under DEFINITIONS, the definition of personal and advertising injury is amended to add the following tort:
+ Discrimination or humiliation that results in injury to the feelings or reputation of a natural person.

B. Under COVERAGES, Coverage B — Personal and Advertising Injury Liability, the paragraph entitled
Exclusions is amended to:

1. delete the Exclusion entitled Knowing Violation Of Rights Of Another and replace it with the following:

This insurance does not apply to:
Knowing Violation of Rights of Another

Personal and advertising injury caused by or at the direction of the Insured with the knowledge that
the act would viclate the rights of ancther and would inflict personal and advertising injury. This
exclusion shall not apply to discrimination or humiliation that results in injury to the feelings or reputation
of & natural person, but only if such discrimination or humiliation is not done intentionally by or at the
direction of:

(@) the Named Insured: or

(b) any executive officer, director, stockhoider, partner, member or manager (if the Named Insured is
a limited liability company) of the Named Insured.

2. add the following exclusions:

This insurance does not apply to:
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Employment Related Discrimination

Technology General Liability Extension Endorsement

Discrimination or humiliation directly or indirectly related to the employment, prospective employment,
past employment or termination of employment of any person by any Insured.

Premises Related Discrimination

discrimination or humiilation arising out of the sale, rental, lease or sub-lease or prospective sale,
rental, lease or sub-lease of any room, dwelling or premises by or at the direction of any Insured.

Notwithstanding the above, there is no coverage for fines or penalties levied or imposed by a governmental entity
because of discrimination.

The coverage provided by this PERSONAL AND ADVERTISING INJURY -DISCRIMINATION OR
HUMILIATION Provision does not apply to any person or organization whose status as an Insured derives solely
from

*  Provision 1. ADDITIONAL INSURED of this endorsement: or
+ attachment of an additional insured endorsement to this Coverage Part.
16. PERSONAL AND ADVERTISING INJURY - LIMITED CONTRACTUAL LIABILITY

A. Under COVERAGES, Coverage B ~Personal and Advertising Injury Liability, the paragraph entitled
Exclusions is amended to delete the exclusion entitled Contractual Liability and replace it with the
following:

This insurance does not apply to:

Contractual Liability

Personal and advertising injury for which the Insured has assumed liability in a contract or agreement.
This exclusion does not apply to liability for damages:

(1) that the Insured would have in the absence of the contract or agreement; or

(2) assumed in a contract or agreement that is an insured contract provided the offense that caused such
personal or advertising injury first occurred subsequent to the execution of such insured contract.
Solely for the purpose of liability assumed in an insured contract, reasonable attorney fees and
necessary litigation expenses incurred by or for a party other than an Insured are deemed to be
damages because of personal and advertising injury provided:

(a) liability to such party for, or for the cost of, that party's defense has also been assumed in such
_insured contract; and

(b) such attorney fees and iitigation expenses are for defenss of such party against a civil or alternative
dispute resolution proceeding in which covered damages are alleged.

B. Solely for the purpose of the coverage provided by this paragraph, DEFINITIONS is amended to delete the
definition of insured contract in its entirety, and replace it with the following:

Insured contract means that part of a written contract or written agreement pertaining to the Named
Insured’s business under which the Named Insured assumes the tort liability of another party to pay for
personal or advertising injury arising out of the offense of false arrest, detention or imprisonment. Tort
liability means a liability that would be imposed by law in the absence of any contract or agreement,

C. Solely for the purpose of the coverage provided by this paragraph, the following changes are made to the
Section entitled SUPPLEMENTARY PAYMENTS — COVERAGES A AND B:

1. Paragraph 2.d. is replaced by the following:
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d. The allegations in the suit and the information the insurer knows about the offense alleged in such
suit are such that no conflict appears to exist between the interests of the Insured and the interests
of the indemnitee;

2. The first unnumbered paragraph beneath Paragraph 2.f.(2)(b) is deleted and replaced by the following:

So long as the above conditions are met, attorneys fees incurred by the insurer in the defense of that
indemnitee, necessary litigation expenses incurred by the Insurer, and necessary litigation expenses
incurred by the indemnitee at the Insurer's request will be paid as defense costs. Notwithstanding the
provisions of Paragraph e.(2) of the Contractual Liability exclusion (as amended by this Endorsement),
such payments will not be deemed to be damages for personal and advertising injury and will not
reduce the limits of insurance.

D. This PERSONAL AND ADVERTISING INJURY - LIMITED CONTRACTUAL LIABILITY Provision does not
apply if Coverage B —Personal and Advertising Injury Liability is excluded by another endorsement
attached to this Coverage Part.

17. PROPERTY DAMAGE - ELEVATORS

A. Under COVERAGES, Coverage A - Bodily Injury and Property Damage Liability, the paragraph entitled
Exclusions is amended such that the Damage to Your Product Exclusion and subparagraphs (3), (4) and
(6) of the Damage to Property Exclusion do not apply to property damage that results from the use of
elevators.

B. Solely for the purpose of the coverage provided by this PROPERTY DAMAGE — ELEVATORS Provision, the
Other Insurance conditions is amended to add the following paragraph:

This insurance is excess over any of the other insurance, whether primary, excess, contingent or on any
other basis that is Property insurance covering property of others damaged from the use of elevators.

18. SUPPLEMENTARY PAYMENTS
The section entitled SUPPLEMENTARY PAYMENTS — COVERAGES A AND B is amended as follows:
A. Paragraph 1.b. is amended to delete the $250 limit shown for the cost of bail bonds and replace it with a
$5,000. limit; and ' '

B. Paragraph 1.d. is amended to delete the limit of $250 shown for daily loss of earnings and replace it with a
$1,000. limit.
19. PROPERTY DAMAGE - PATTERNS MOLDS AND DIES
Under COVERAGES, Coverage A — Bodily Injury and Property Damage Liability, the paragraph entitied
Exclusions is amended to delete subparagraphs (3) and (4) of the Exclusion entitled Damage to Property, but
only with respect to patierns, molds or dies that ars in the care, custody or control of the Insured, and only if

such patterns, molds or dies are not being used to perform operations at the time of loss. A limit of insurance of
$25,000 per policy period applies to this PROPERTY DAMAGE - PATTERNS MOLDS AND DIES coverage,

and this limit:
A. isincluded within the General Aggregate Limit as described in LIMITS OF INSURANCE; and

B. applies excess over any valid and collectible property insurance available to the Insured, including any
deductible applicable to such insurance; the Other Insurance condition is changed accordingly.

20. UNINTENTIONAL FAILURE TO DISCLOSE HAZARDS

If the Named Insured unintentionally fails to disclose all existing hazards at the inception date of the Named
Insured’s Coverage Part, the Insurer will not deny coverage under this Coverage Part because of such failure.

Technology General Liability Extension Endorsement
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21. WAIVER OF SUBROGATION - BLANKET

Under CONDITIONS, the condition entitled Transfer Of Rights Of Recovery Against Others To Us is amended
to add the following:

Technology General Liability Extension Endorsement

The Insurer waives any right of recovery the Insurer may have against any person or organization because of
payments the Insurer makes for injury or damage arising out of:

1. the Named Insured’s ongoing operations; or
2. your work included in the products-completed operations hazard.

However, this waiver applies only when the Named Insured has agreed in writing to waive such rights of
recovery in a written contract or written agreement, and only if such contract or agreement:

1. isin effect or becomes effective during the term of this Coverage Part; and

2. was executed prior to the bodily injury, property damage or personal and advertising injury giving rise
to the claim.

All other terms and conditions of the Policy remain unchanged.

This endorsement, which forms a part of and is for attachment to the Policy issued by the designated Insurers, takes
effect on the effective date of said Policy at the hour stated in said Policy, unless another effective date is shown
below, and expires concurrently with said Policy.
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Itis understood and agreed that this endorsement amends the BUSINESS AUTO COVERAGE FORM as follows:

ADDITIONAL INSURED — PRIMARY AND NON-CONTRIBUTORY

SCHEDULE

Name of Additional Insured Persons Or Organizations

The City of Costa Mesa and its elected and appointed boards, officers, officials, agents, employees, and volunteers

77 Fair Drive
Costa Mesa, CA 92826

1. in conformance with paragraph A.1.c. of Who Is An Insured of Section Il - LIABILITY COVERAGE, the person
or organization scheduled above is an insured under this policy.
2. The insurance afforded to the additional insured under this policy will apply on a primary and non-contributory

basis if you have committed it to be so in a written contract or written agreement executed prior to the date of the
“accident” for which the additional insured seeks coverage under this policy.

All other terms and conditions of the Policy remain unchanged.

effect on the effective date of said Policy at the hour stated in said Policy, unless another effective date is shown below,

This endorsement, which forms a part of and is for attachment to the Policy issued by the designated Insurers, takes
and expires concurrently with said Policy.

CNA71527XX (10-12) Page 1 Policy No: 8056953466
: Endorsement No: 1
Insured Name: Hinderliter, de [Llamas & Associates | HDL Software, LLC Effective : 11/15/17 - 5/26/19

© CNA All Rights Reserved.



EXHIBIT C

CITY COUNCIL POLICY 100-5



CITY OF COSTA MESA, CALIFORNIA

COUNCIL POLICY

SUBJECT POLICY EFFECTIVE PAGE
NUMBER | DATE
DRUG-FREE WORKPLACE 100-5 8-8-89 10f3
BACKGROUND

Under the Federai Drug-Free Workplace Act of 1988, passed as part of omnibus drug legislation
enacted November 18, 1988, contractors and grantees of Federal funds must certify that they will
provide drug-free workplaces. At the present time, the City of Costa Mesa, as a sub-grantee of
Federal funds under a variety of programs, is required to abide by this Act. The City Council has
expressed its support of the national effort to eradicate drug abuse through the creation of a
Substance Abuse Committee, institution of a City-wide D.A.R.E. program in all local schools and
other activities in support of a drug-free community. This policy is intended to extend that effort
to contractors and grantees of the City of Costa Mesa in the elimination of dangerous drugs in the
workplace.

PURPOSE

It is the purpose of this Policy to:
1. Clearly state the City of Costa Mesa's commitment to a drug-free society.

2. Set forth guidelines to ensure that public, private, and nonprofit organizations receiving
funds from the City of Costa Mesa share the commitment to a drug-free workplace.

POLICY

The City Manager, under direction by the City Council, shall take the necessary steps to see that
the following provisions are included in all contracts and agreements entered into by the City of
Costa Mesa involving the disbursement of funds.

1. Contractor or Sub-grantee hereby certifies that it will provide a drug-free workplace by:

A. Publishing a statement notifying employees that the unlawful manufacture,
distribution, dispensing, possession, or use of a controlled substance is prohibited in
Contractor's and/or sub-grantee's workplace, specifically the job site or location
included in this contract, and specifying the actions that will be taken against the
employees for violation of such prohibition:

B. Establishing a Drug-Free Awareness Program to inform employees about:
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1. The dangers of drug abuse in the workplace;
2. Contractor's and/or sub-grantee’s policy of maintaining a drug-free workplace;

3. Any available drug counseling, rehabilitation and employee assistance programs;
and

4. The penalties that may be imposed upon employees for drug abuse violations
occurring in the workplace:

Making it a requirement that each employee to be engaged in the performance of the
contract be given a copy of the statement required by subparagraph A:

Notifying the employee in the statement required by subparagraph 1 A that, as a
condition of employment under the contract, the employee wili:

1. Abide by the terms of the statement; and

2. Notify the employer of any criminal drug statute conviction for a violation occurring
in the workplace no later than five (5) days after such conviction;

Notifying the City of Costa Mesa within ten (10) days after receiving notice under
subparagraph 1 D 2 from an employee or otherwise receiving the actual notice of such
conviction;

Taking one of the following actions within thirty (30) days of receiving notice under
subparagraph 1 D 2 with respect to an employee who is so convicted:

1. Taking appropriate personnel action against such an employee, up to and
including termination; or

2. Requiring such employee to participate satisfactorily in a drug abuse assistance or
rehabilitation program approved for such purposes by a Federal, State, or local
health agency, law enforcement, or other appropriate agency;




SUBJECT

PCLICY EFFECTIVE PAGE
NUMBER | DATE
DRUG-FREE WORKPLACE 100-5 8-8-89 30f3

G. Making a good faith effort to maintain a drug-free workplace through Implementation
of subparagraphs 1 A through 1 F, inclusive.

Contractor and/or sub-grantee shall be deemed to be in violation of this Policy if the City
of Costa Mesa determines that:

a. Contractor and/or sub-grantee has made a false certification under paragraph 1
above;

b. Contractor and/or sub-grantee has violated the certification by failing to carry out
the requirements of subparagraphs 1 A through 1 G above;

c. Such number of employees of Contractor and/or sub-grantee have been convicted
of violations of criminal drug statutes for violations occurring in the workplace as
to indicate that the contractor and/or sub-grantee has failed to make a good faith
effort to provide a drug-free workplace.

Should any contractor and/or sub-grantee be deemed to be in violation of this Policy
pursuant to the provisions of 2 A B, and C, a suspension, termination or debarment
proceeding subject to applicable Federal, State, and local laws shall be conducted. Upon
issuance of any final decision under this section requiring debarment of a contractor and/or
sub-grantee, the contractor and/or sub-grantee shall be ineligible for award of any
contract, agreement or grant from the City of Costa Mesa for a period specified in the
decision, not to exceed five (5) years. Upon issuance of any final decision recommending
against debarment of the contractor and/or sub-grantee, the contractor and/or sub-grantee
shall be eligible for compensation as provided by law.






