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California Dental Association
General Operating Principles of the Board of Trustees
Revised November 2007

This document contains the general operating rules and operations of the Board of Trustees (“board”). Reviewing this
with the CDA Bylaws will provide trustees with some detail and some general information regarding the association.

[ FIDUCIARY RESPONSIBILITIES

A.

VOLUNTEER DISCLOSURE OF CONFLICTS OF INTEREST: Statements of disclosure shall be
distributed on an annual basis to all members holding elective or appointive office at the California
Dental Association (“CDA” or “association”), itssubsidiaries or affiliates. Any information provided
in a statement of disclosure resulting in an actual or potential conflict of interest shall be reported to
the executive director and corresponding council, committee or chair.

ATTENDANCE AT MEETINGS OF HOUSE OF DELEGATES: All members of the board are
required to attend all meetings of the house. Members of the board should be seated with their
delegations or in the special section provided for them.

ATTENDANCE AT REFERENCE COMMITTEE MEETINGS: All members of the board are
required to attend the reference committees of the house.

MEETING OF COMPONENT DEL EGATES: Elected trustees are responsible for attending any
pertinent caucuses to discuss information which will be considered by the house.

FISCAL RESPONSIBILITIES: The board serves as the CDA Board of Directors and has the same
duties and responsibilities as any corporate board of directors has, including the fiduciary and policy
management responsibilitiesfor the association. The association employsachief financial officer and
staff who work with the Finance Committee and treasurer to maintain the association’s day-to-day
accounting records and implement investment strategies. The board sets financia policy and is
responsible for the association budget, reserves and accounts.

LEGAL RESPONSIBILITIES: In addition to the duties described in the association governing
documents, board, committee and council members are al so required to comply with applicable state
and federal law when acting on behalf of the association. CDA purchases insurance to protect its
directors and officers. Itistheir responsibility to act (1) in good faith, (2) with the care an ordinary
prudent personin alike position would exercisein similar circumstances, and (3) in the best interest of
the corporation and its shareholders. These duties are generally called the three basic duties of
corporate directors: (1) the duty of loyalty, (2) the duty of care, and (3) the duty of obedience.

DUTIES:

1 Duty of Loyalty: The duty of loyalty requires directors to exercise their powers in the
interests of the corporation and its sharehol dersrather than in their own or another'sinterest.
It includesavoiding conflicts of interest, confidentiality, and not taking personal advantage of
corporate opportunities. A director hasthe fiduciary obligation to work solely for the benefit
of the corporation. Any activity by adirector to the detriment of a corporationiscontrary to
this duty. When a director has a material financial interest in a transaction involving the
corporation, all material facts as to the transaction and the director’ s financial interest must
be disclosed to the board and the interested director may not vote on the matter. If adirector
is amember of a board which is entering into a contract or other transaction with another
corporation or association of which he or she is also member (and which is not a wholly-
owned corporation of a common parent), the material facts of the transaction and the
common directorship must also be disclosed. The contract or transaction must be approved
by a sufficient vote without the common directors.
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2. Duty of Care: Theduty of carerequiresdirectorsto beinformed. Directors are expected to
attend meetings, ask questions, and obtain the information they need to make reasonable
decisions on issues. If a problem arises over a decision made by a board, ignorance of the
facts is not an excuse. California law mandates that directors be “reasonably” informed
about the corporation’ s performance. Although the board is responsible for management of
the corporation’s business, many of its functions can be delegated. A director must be
satisfied that the corporation’ sinformation gathering and reporting system representsagood
faith attempt to provide senior management and the board with information concerning
material acts, events or conditions within the corporation, including compliance with
applicable statutes and regulations.

To satisfy their duty of care, thelaw permits aboard member to rely oninformation provided
by others as long as the information provided is within the area of expertise of the person
providing the information. For example, a director can rely on information provided by
accountants and lawyers. |If adirector relies on such information and advice in making a
decision, no liability would attach even if those decisions were ultimately found to be
erroneous. Decisions contrary to such advice may create legal issues. Directors are
cautioned to proceed cautiously when acting contrary to the advice of experts.

The“businessjudgment rule” protectsdirectors. A court will not second-guessthe decisions
of aboard which are taken in conformance with the general fiduciary standards of directors.
In other words, the director must exercise reasonable diligencein obtaining thefacts, and rely
on the expert advice obtained. If honest and unbiased judgment is exercised, even decisions
later determined to be wrong or injurious to the corporation, are protected from liability.

3. Duty of Obedience: The duty of obedience requiresthat directors comply with the laws and
governing and policy documents of the association. Trustees are expected to read and
understand the Articles of Incorporation, the CDA Bylaws, and all other guidelines and
manuals of the organization.

COMMUNICATING WITH COMPONENTS: Trustees and council/committee chairs may discuss
board/council/committee actions at their respective component board or membership meetings as a
means to increase communication unless discussed in closed session. The CDA Web site has all
association minutes and policy documents onlinewhich can be easily accessed, printed or reviewed for
reference.

ADDITIONAL DUTIESOF THE BOARD

The board has the following duties which are not listed in the CDA Bylaws:

°
°

To be familiar with the CDA Bylaws.
To attend meetings of their respective component societies, and to communi cate information between
the component and CDA.

ATTENDANCE AT MEETINGSAND CLOSED SESSIONS

A.

Guests: Thethirteenth district trustee, CDA council and committee chairs, the CalDPAC chair, invited
component representatives, guests of the board, CDA staff, and the staff and elected officers of CDA
subsidiary and affiliated companies may attend and address meetings of the board; other individuals
who wish to appear before and address the board shall submit a request to the president.

Presentation of New Business. Items of new business not on the agenda of aregular board meeting
shall require approval of amajority of the members present and voting prior to consideration.

Suspension of Rules: The General Operating Principles of the Board of Trustees may be suspended
for a given time but not for longer than the duration of any meeting by a two-thirds majority vote.
Thisrule shall not be suspended.
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Closed Session: A closed session is any meeting or portion of a meeting of the board with limited
attendance in order to consider a confidential matter. A closed session will be held upon a magjority
vote of the trustees present and voting. In aclosed session, attendance islimited to officers, trustees
and genera counsel of the association. The board may invite any other persons to remain during
closed session by amajority vote. Any member who breaches confidentiality shall bein violation of
the CDA Code of Ethics and is subject to discipline.

CLOSED SESSION:

The house has a so defined the four subject areas appropriate for a closed session as:

1

Legal Matters: Confidential communications between clients and attorneys require closed sessionin
order to maintain attorney-client privilege. Such matterscouldincludelitigation, strategy or reportson
lawsuits and contract terms.

Personnel Matters: It isappropriate to exclude staff from adiscussion of personnel matterswhen such
discussionsinvolve evaluation of performance or other material that would beinappropriate to discuss,
with staff members present.

Business Secrets: Discussion of information about business practices (for example, setting insurance
product rates, or discussing trade secrets) may require closed sessions.

Other Occasions Calling for Closed Session: Thethreeinstances outlined above cover most situations
in which a closed session might be necessary. From time to time, however, sensitive material may
arise that should not be widely publicized. Boards of directors should be guided by a sense of
discretion in determining what information should be made public and what information should remain
confidential. Although the general ruleisthat proceedings should be characterized by opennessrather
than secrecy, therewill alwaysbetimesinwhich directorsmust decide to maintain certaininformation
in confidence.

DEFINITION OF FINANCIAL TERMS

A.

SURPLUS: Surplusisthe excess of receipts (income) over disbursements (expense) at the end of the
fisca year. The board shall be authorized to draw from surplus as needed to meet the
obligationg/liabilities of the association.

RESERVES: Reserves are cash or its equivalent maintained to meet obligationg/liabilities of the
association for which current surplusfundsare not available. An affirmative vote of two-thirds of the
votes cast is required to authorize use of reserves for any purpose.

1. Operating Reserve - Thetarget balancein thisfund shall be four months operating expenses.
The purpose of the operating reserveisto provide astable cushion against unforeseen
events that would impact current year operations. Thisfund shall be managed with
the primary goals of capital preservation and liquidity, with a secondary goal of
keeping pace with any annual increasesin the size of the operating budget.

2. Strategic Fund - When the operating reserve has achieved the target balance, additional
funds shall be placed into the strategic fund. These funds could potentially be used
for any purpose and at any time on approval of theboard. The primary goal iscapital
preservation with a secondary goal of keeping pace with inflation.

3. Issues Fund — Twenty-five dollars from each dues-paying member is allocated to the issues
fund annually. Thesefunds may be used at any time on approval of the board to fund
public initiatives or matters that are legal, legislative, or regulatory in nature.

CAPITAL EXPENDITURES: Capital expenditures are depreciable items with a purchase price in
excess of $1,000. Purchases are to be submitted to and approved by the board.
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D. CONTRACTS: A contract is a formal, written agreement between CDA, its subsidiaries or its
affiliates and a second party. This definition shall not be construed, however, as applying to
memoranda of agreement or routine purchase orders for equipment, supplies and services.

VI. LEADERSHIP APPLICATION AND PLACEMENT

A. PROCESS: The following shall govern the leadership application and placement procedure for the
positions of officer, council member, committee member, ADA delegate and alternate delegate,
thirteenth district trustee nominee, boards of directors of al subsidiary and affiliated companies,
Product Evaluation Committee members and trustee members of any committees:

1 Committee on Volunteer Placement reviews and revises application process, formsand time
deadlines for nomination to elective positions.

2. Committee on Volunteer Placement develops applications and Leadership Devel opment
Committee distributes applications.

3. With the exception of the president and immediate past president positions, applicants submit
applications to the Committee on Volunteer Placement. Applicants may utilize past
applications by completing the appropriate form.

4. Membership on the Committee on V olunteer Placement shall not preclude that person from
consideration as an applicant. |1f amember of the Committee on Volunteer Placement isan
applicant for any position, he or she will not be present for any discussions or votes
concerning that position.

5. Committee on Volunteer Placement suggests and forwards one or more candidates per
position to the Nominating Committee for officers. Committee on Volunteer Placement
suggests and forwards one candidate per position to the board for all other positions.

6. Members of the Executive Committee, council/committee chairs, subsidiary and affiliate
chairs/presidents and CDA staff may attend all candidate addresses to the Nominating
Committee, including any question and answer portions of those presentations.

B. NOMINATIONS:

1

Candidates for the following positions are proposed by the Committee on Volunteer
Placement, selected by the board and elected by the house:

U Council members, committee members (except president-appointed positions),
Scientific Sessions Board of Managers members

U ADA Delegates and Alternate Del egates
[ Trustee members of CDAHCI

Thetrustee members of the Committee on V olunteer Placement are €l ected by the board, not
by the house.

Candidates for the following positions are proposed by the Committee on Volunteer
Placement, selected by the board, selected by the house, and el ected by the shareholder of the
subsidiary or affiliated boards.

. Members of subsidiary boards and affiliated companies.
Candidatesfor the following position submit their application to the Committee on Vol unteer

Placement, are selected by the board, are selected by the house, and are elected by the ADA
House of Delegates. No person may be nominated for the position of thirteenth district
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trustee if they have previously served in that position. Additional election and campaign
information can befound in section 1V .B.6. below, and the General Operating Principles of
the House (Section V. Voting and Election Procedures).

U Thirteenth District Trustee
5. Candidates for the following positions submit their application to the Committee on

Volunteer Placement, are selected by the Nominating Committee, and are elected by the

house. Additional election and campaign information can befoundin section IV.B.6. below,

and the General Operating Principles of the House (Section V. Voting and Election

Procedures).

[ Officers. President-elect, Vice-president, Secretary, Treasurer, and Speaker of the
House.

The Nominating Committee shall, preferably, forward only one candidate for an officer

position as its selection to the house.

6. Campaigning for Officer and Thirteenth District Trustee Positions.

a Candidateswho submit their application to the Committee on Volunteer Placement
may send a letter directly to the CDA President or the Executive Director with a
copy to the trustees and the Executive Committee summarizing the basis for the
candidate’ sinterest in and qualificationsfor the position. Candidatesmay receivea
set of mailing labels by request for the Executive Committee and trustees.

b. All candidates who submit their applications within the parameters of the
Committee on Volunteer Placement processwill be given the opportunity to present
their platforms and speak to their qualifications at the Nominating Committee
meeting. Each candidate will have five minutes to speak, followed by a short
standardized interview of three questions, and then the candidate will be given an
additional two minutes for closing remarks.

C. COMMITTEE ON VOLUNTEER PLACEMENT CHAIR: Thechair of the Committee on V olunteer

Placement shall be a trustee serving in his or her second year on the committee unless there is no
trustee who meets this requirement, in which case the chair shal be a trustee member of the
committee.

D. NOMINATING COMMITTEE CHAIR: The chair of the Nominating Committee shall be atrustee
serving in hisor her second year on the Committee on Volunteer Placement unlessthereisno trustee
who meets this requirement, in which case the chair shall be a trustee member of the Committee on
Volunteer Placement.



