CONFIDENTIAL SETTLEMENT AGREEMENT AND RELEASE OF CLAIMS

L. CONFIDENTIAL SETTLEMENT AND OVERVIEW OF AGREEMENT:

1.1 This Confidential Settlement Agreement and Release of Claims (the
“Agreement”), effective as of August 31, 2009 (the “Effective Date”), reflects an agreement for
settlement and release between Sabrina Somma, the City of La Habra Heights, John Nielsen,
Ken Hill and the designated Parties to this Agreement, and sets forth herein the following full
and mutual consideration for the Agreement.

2. PARTIES TO THE AGREEMENT AND RELEASED ENTITIES:
2.1 The collective “Parties” to this Agreement are:

2.1.1 Sabrina Somma, her successors, grantees, assigns, representatives, related
parties, family members, spouse, heirs, children, and any and all parties who have
any interest related to Ms. Somma’s employment with the City of La Habra
Heights (collectively, “Ms. Somma” or “Plaintiff™);

2.1.2 The California Joint Powers Insurance Authority (“CIPIA”);

2.1.3 The City of La Habra Heights and its current, former, and/or future
council members, agents, employees, officers, directors, attorneys, accountants,
advisors, insurers and reinsurers, partners, partnerships, divisions, subsidiaries,
parents, assigns, successors, heirs, predecessors-in-interest, joint venturers,
commonly controlled or affiliated persons and/or organizations (collectively, the
“City”);

2.1.4 John Nielsen, his successors, grantees, assigns, representatives, related
parties, family members, spouse, heirs and children (collectively, “Mr. Nielsen™);
and,

2.1.5 Ken Hill, his successors, grantees, assigns, représentatives, related parties,
family members, spouse, heirs and children (collectively, “Mr. Hill”).

2.1.6 The City, Mr. Hill, and Mr. Nielsen are at times referred to herein
collectively as “Defendants.”

3. RECITALS AND DEFINITIONS:

3.1 WHEREAS, on or about December 2004, Ms. Somma began employment with
the City;

3.2 WHEREAS, on or about February 6, 2008, Ms. Somma ceased employment with
the City;
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3.3 WHEREAS, on or about November 17, 2008, Ms. Somma filed a lawsuit styled
as Sabrina Somma v. City of La Habra Heights, et al., in the Los Angeles Superior Court, Case
No. BC402306, against Defendants (the “Action);

3.4  WHEREAS, Defendants denied the claims and allegations set forth in the Action;

3.5  WHEREAS, on August 31, 2009, the Parties proceeded with a mediation before
the Honorable Enrique Romero (Retired) of ADR Services, Inc., and without admitting any
liability and to resolve the disputed matters between them, Ms. Somma and the CJPIA entered
into a Confidential Proposal for Settlement to contingently resolve all claims and disputes
existing between the Parties, including, but not limited to, any and all claims relating to Ms.
Somma’s employment with the City (Exhibit “A”), and whereby the Parties seek to further
confirm the terms of their settlement and resolve all claims, demands, lawsuits, controversies and
the like which exist or may exist.

4. DISCHARGE AND RELEASES:

4.1  Release of All Claims By Sabrina Somma: In consideration for this Agreement,
Ms. Somma hereby fully and irrevocably releases, acquits and discharges the City, Mr. Nielsen,
Mr. Hill and the CJPIA from any and all duties, obligations, amounts, liabilities, actions,
demands, damages, causes of action, costs, expenses, attorneys’ fees, compensation, and claims
of any kind or nature whatsoever, known or unknown, suspected or unsuspected. that Ms.
Somma has, may have, and/or could have asserted based upon, relating to, arising out of or in
connection with any circumstances, facts and/or issues which were or could have been made by
Ms. Somma against Defendants and/or relating to or arising from Ms. Somma’s employment
with the City, including, but not limited to, any claims for employment benefits, alleged amounts
owed, and/or any facts or claims relating to or arising out of any relationship between the
Plaintiff and Defendants. This release, acquittal and discharge includes, by definition,
Defendants and their respective past, present and future council members, board members,
officers, directors, employees, agents, family members, representatives, attorneys, successors,
predecessors, affiliates, subsidiaries, insurers, reinsurers, underwriters, parents, and assigns.

4.2  Release of Claims by Defendants: Defendants fully and irrevocably release,
acquit and discharge Sabrina Somma from any and all duties, obligations, amounts, liabilities,
actions, demands, damages, causes of action, costs, expenses, attorneys’ fees, compensation, and
claims of any kind or nature whatsoever, known or unknown, suspected or unsuspected, that
Defendants have, may have, and/or could have asserted based upon, relating to, arising out of or
in connection with Ms. Somma’s employment with the City.

4.3  Waiver of Civil Code Section 1542: In consideration for this Agreement, the
Parties acknowledge that the release herein includes potential claims and costs which may not be
known or suspected to exist, and that the Parties hereby agree that all rights under Section 1542
of the Civil Code of California, and any similar law of any state or territory of the United States,
are hereby expressly waived. California Civil Code Section 1542 states as follows:
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A general release does not extend to claims which the creditor does
not know or suspect to exist in his favor at the time of executing
the release, which if known by him must have materially affected
his settlement with the debtor.

The Parties acknowledge that the foregoing waiver of the provisions of Section 1342 of
the California Civil Code was separately bargained for. The Parties expressly consent that the
release set forth in this Agreement shall have the same force and effect as to claims, demands
and causes of action which are unknown and unsuspected as said release has to any and all other
claims, demands and causes of action.

5. NO ADMISSION BY THE PARTIES:

5.1 It is understood and agreed that this contract is the release of a doubtful and
disputed claim and that the consideration is not to be construed as an admission of liability on the
part of those released, and that those parties released have denied liability on the claim herein
and intend merely to avoid the continuation of this litigation.

6. CONSIDERATION OF THE PARTIES:

6.1  Dismissal of Action: In consideration for this Agreement, Ms. Somma shall
dismiss, with prejudice, her claims as well as any and all lawsuits, claims, demands for
arbitration, and/or actions against Defendants in any court, governmental administrative agency,
and/or private organization relating thereto, if any exist, by October 12, 2009, and this dismissal
shall be solely for a waiver of costs, and for no other consideration, from Messrs. Hill and
Nielsen. To the extent necessary, Ms. Somma may dismiss her class action allegations only
without prejudice and under the procedures delineated by California Rules of Court, Rule 3.770,
but nothing herein shall allow Ms. Somma to bring, pursue or be a representative for any existing
or future claim against the Defendants. No monetary consideration, as set forth in paragraph 6.2,
shall be distributed until the entire Action is dismissed and the dismissal is conformed and
entered by the Court.

6.2  Monetary Consideration: In consideration for this Agreement, the Partics agree
that the CJPIA shall issue a draft in the amount of Three Hundred Seventy-Five Thousand
Dollars ($375,000) to “Sabrina Somma and the Schimmel & Parks Client Trust Account,” under
tax identification number 02-0708931 within ten (10) days of the date of filing and acceptance
by the Court of the dismissal of the entire Action as set forth in paragraph 6.1.

6.3  No Application or Further Contact with the City, and Neutral Reference: Ms.
Somma has previously ceased all employment with the City effective as of February 6, 2008.
Ms. Somma agrees that she has and will not seek employment with the City in any capacity
whatsoever. Ms. Somma also will voluntarily keep away from the City’s operations and
administrative locations, including the City Hall and La Habra Heights Fire Department. The
City shall provide a neutral reference for Plaintiff that contains the dates of employment, her job
title(s), and that she voluntarily left her employment, and that is all that will be disclosed to any
inquiring prospective employers.
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