MINUTES OF THE REGULAR MEETING
OF THE
FINANCE/INSURANCE COMMITTEE MEETING

February 20, 2018

Director Monin called the Meeting of the Finance/Insurance Committee to order
at 7:54 a.m. on February 20, 2018.

Present at today’s meeting were Committee Members M. SCOTT GOLDMAN,
WILLIAM H. KAHN, JOSE F. VERGARA, MARK MONIN, and FRED ADJARIAN.

NEELY SHAHBAKHTI, Finance Manager/Controller, was absent.

Also present were ROBERT R. HiLL, General Manager/Secretary, DENNIS P.
CAFFERTY, Assistani General Manager/District Engineer, JUDY CIMORELL, Human
Resources Manager, RICK OLSON, Operations Superintendent, GILBERT J.
GRANITO, POLLY WELSCH, Recording Secretary, and KATHRYN FRESHLEY,
Customer.

Consent Calendar

Mr. Hill stated that the agendas are now in a new format, with some of the Action
items placed on the Consent Calendar. He further stated that these items would be
approved by one Motion unless a Board member or a member of the public requests
separate action or discussion on a specific item.

Director Monin asked for a Motion tc approve the Consent Calendar.

Motion: President Goldman made a Motion, seconded by Director Vergara and
unanimously carried across the Board to approve the Finance/lnsurance Committee
Consent Calendar, which includes 1) January 22, 2018 FIC minutes, 2) Finance report

approval to pay the bills, and 3) Lake Forest Chamber of Commerce membership
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renewal.

Roll Call Vote

Director Vergara aye
Vice President Kahn aye
President Goldman aye
Director Monin aye
Director Adjarian aye

Finance Information ltems

Status Report on Responses to the SageView Report

Mr. Hill stated that staff is working with HighMark and Prudential regarding
SageView's report on findings and recommendations. He further stated that in
Sageview’s report with regard to the 401(k) Plan there were 8 different findings and/or
recommendations.

Mr. Hill stated that one of the findings was a recommendation for a smoother
glide path, which currently there are 4 portfolios in 10-year increments. He further
stated that the Management Fee was discussed, and custom benchmarks with the idea
being to get rid of one of the two and have only one benchmark.

Mr. Hill stated that some of the funds were reviewed.

Mr. Hill stated that Sageview and HighMark agreed that we should add two or
three additional portfolios to the group, and instead of 10-year increments they will be in
5-year increments. He further stated that asset allocation and equity exposure in each
of the portfolios will be reviewed.

Mr. Hill stated that staff will review the changes with the ERISA Counsel and
follow guidelines to notice the participants and educate them. He further stated that a

Special meeting will need to be held to discuss any portfolio changes and the
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infroduction of passive funds to reduce transactional fees.

Vice President Kahn asked if the risk at each portfolio level is a concern. Mr. Hill
replied yes, and it will be a consideration before making any equity allocation changes.

Mr. Hill stated that currently the fee for the 401(k) Plan is 45 basis points for the
first $15 million, and 40 basis points for anything over that. He stated that it averages
to 44 basis points. Mr. Hill stated that there are opportunities to reduce the embedded
fee in the index funds.

iMr. Hill stated that staff met with Prudential on the 457 Plan, which is participant
driven on the investment funds. He further stated that Prudential will come in fo
discuss their process on selecting funds, monitoring funds, and watch list funds.

Director Monin stated that he uses an FI 360 evaluator o review funds in the
program, and he feels it would be important to analyze the funds in the program.

Mr. Hill stated that there is an oversight committee that review the funds in the
457 Plan. He further stated that he asked for a scope of service from Prudential.

Mr. Hili stated that the funds should be reviewed by the Board periodically, then
Prudential monitors the funds performance, record-keeping, and administers transition
in the portfolios. He further stated that they also offer one-on-one discussions with the
participants.

Mr. Hill stated that Sageview worked with Prudential to reduce their fees, which
were going to be increased 71 basis points and are now reduced to 28 basis points for
each Plan. He further stated that Prudential confirmed that if we add two additional
portfolios the fee will not increase.

Mr. Hill stated that an Employee meeting is tentatively being planned for April
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with Prudential. He further stated that if changes are made, they would tentatively be
effective July 1, 2018.

Mr. Hill stated that we may want to engage Sageview on a periodic basis to
review the 457 funds and make suggestions.

Mr. Hill stated that a Special Board meeting will be scheduled with HighMark,
then a separate meeting with Prudential.

Director Benefit Survey

Mr. Hill stated that this is a follow-up from a previous meeting where the Board
discussed Director benefits. He further stated that staff is preparing detail on
neighboring agencies Director Benefits.

Ms. Cimorell stated that she reached out to 9 other agencies, and 2 have not
responded yet. She further stated that SMWD does not offer any benefits to Directors.

Ms. Cimorell reviewed the remaining agencies Director Benefits with the Board.
She further stated that 5 agencies offer medical insurance for the Board members.

Director Monin asked what happens to the Long-term Disability insurance when
the Director is no longer on the Board. President Goldman explained that the policies
are in the Director's names, and they may continue to pay the premiums when they are
no longer on the Board.

Ms. Cimorell stated that to have medical insurance for the Board would be
approximately $15,000 per Director, and the current cost is $2-3 thousand for the long-
term care costs.

Director Monin asked if the Directors could contribute foward a co-pay for

medical insurance. Ms. Cimorell replied that the policy would be different than what the
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employees have, as it is offered through JPIA. Director Monin stated that he would like

staff to look into this.

2018/18 Fiscal Year Budget/Cost of Service Evaluation/Preparation and Tentative

Schedule Status Report

Mr. Hill stated that the Budget Committee dates and full Board Budget Workshop
dates are on the Budget schedule included in the Board package. He further stated
that the meetings are at 7:30 am.

Mr. Hill stated that the Budget process is being reviewed.

Mr. Hill stated that MWDOC's first draft budget is being reviewed.

Tiered Water Usage and Revenue Tracking

Mr. Cafferty stated that staff added two additional charts to reflect Tier 1 & Tier 2
consumption. He further stated that an increase in consumption is reflected due to
irrigation.

Mr. Cafferty stated that staff budgeted to sell 7300 acre feet of water in 2017/18,
and we anticipate being closer to 8,000 acre feet.

Comments Regarding Non-Agenda FIC ltems

Director Adjarian asked for an update on the Laguna Hilis Mall project.
Mr. Cafferty replied that the Developer is at a standstill, and with Macy’s leaving
they are re-thinking the development.

Close Finance and Insurance Committee Meeting

At approximately 8:43 o’clock a.m. the Finance and Insurance Commiitee

meeting was closed.
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Afttorney Report

Mr. Granito reported that there was no need for a Closed Session at today's
meeting.
Adjournment

There being no further business to come before the Board, the following motion
was duly made and passed.

Motion: Director Kahn made a Motion, seconded by President Goldman and
unanimously carried that today’s meeting be adjourned at 8:45 o'clock a.m. to Tuesday,
March 20, 2018 at 7:30 o’'clock a.m. at the District's Administrative Offices at 24251 Los

Alisos Blvd, Lake Forest, CA. 92630,

Roll Call:

President Goldman aye

Vice President Kahn aye

Director Adjarian aye

Director Monin aye

Director Vergara aye
Respectiully submitted,

/ o,
Doty Uil

POLLY WELSCH
Recording Secretary

APPROVED: -

P

M. SCHTT GOLDMAN, President
of the El Toro Water District and the
Board of Directors thereof

Lo

ROBERT R. HILLZecretary
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