MINUTES OF THE REGULAR MEETING
OF THE
ENGINEERING COMMITTEE MEETING

July 24, 2018

Vice President Vergara called the Meeting of the Engineering Committee to order
at 7:30 a.m. on July 24, 2018.

Director Monin led in the Pledge of Allegiance to the flag.

Present at today’s meeting were Committee Members JOSE F. VERGARA,
MARK MONIN, KATHRYN FRESHLEY, and FRED ADJARIAN.

Committee Member M. SCOTT GOLDMAN and DENNIS P. CAFFERTY,
Assistant General Manager/District Engineer were absent.

Also present were ROBERT R. HILL, General Manager/Secretary, JUDY
CIMORELL, Human Resources Manager, RICK OLSON, Operations Superintendent,
NEELY SHAHBAKHTI, Finance Manager/Controller, NANCY LAURSEN,
Accountant/Insurance Administrator, BOBBY YOUNG, Project Engineer, GILBERT J.
GRANITO, General Counsel, RICHARD BABBE, CAMP Representative, and POLLY
WELSCH, Recording Secretary.

QOral Communication/FPublic Comment

There were no comments.

ltems Received too Late to be Agendized

Vice President Vergara asked if there were any items received too late to be
agendized. Mr. Hill replied no.

CAMP Presentation

July 24, 2018, 2618
Engineering Committee Minutes 1



Mr. Hill stated that the CAMP presentation also includes some charts on the
CalTrust performance.

Mr. Babbe stated that there are still two more rate hikes anticipated for the year.
He further stated that inflation hit the 2% Fed target for the first time in 6 years, and that
yields have increased sharply driven by strong economic fundamentals.

Mr. Babbe stated that the economic growth slowed in the first quarter, with the
labor market favorable, and a lot of versatility in the market. He further stated that the
portfolio continues to perform well, and higher interest rates having driven higher
income.

Mr. Babbe stated that the labor market remains strong in the second quarter. He
further stated that the S&P has waffled between positive and negative territory.

Mr. Babbe stated that they are watching the 1-5 year corporate spreads,
flattening yield curves, second quarter expectations, and econemic indicators. He
further stated that the pace of the increase in interest rates has declined due to
increased market uncertainty, while condi{ions still remain favorable to trend higher
during the remainder of 2018.

Mr. Babbe stated that the portfolio composition is in compliance with the District's
Investment Policy. He further stated that it is well diversified across sectors and
issuers.

Mr. Babbe stated that the individual investments are concentrated in the 1-3 year
maturity range, consistent with the benchmark, and the District maintains significant

assets in LAIF to provide liquidity and a cushion against market value fluctuations.
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Mr. Babbe stated that the portfolio’s yield continues to trend higher as it adjusts
to current interest rate levels, and should trend upward with any further increases in
interest rate. He further stated that the pool can change rapidly when interest rates
change.

Director Monin asked what fee CAMP charges. Mr. Babbe replied 10 basis
points.

Director Monin stated that he wouid like to see an additional line added to page
15, Portfolio Earnings, to show net of fees on the total return.

Director Monin asked questions on the CalTrust TMPXX symbol for the yield,
which currently shows 2.06.

Director Adjarian suggested that CAMP provide quarterly updates to the Board
instead of bi-annual reviews.

Mr. Hill suggested that we have a Special Board meeting with the fuli Board to
discuss changes to the CAMP portfolio and investment strategies.

At approximately 8:07 o’clock a.m. Mr. Babbe left the meeting.

Consent Calendar

Approval of the Minutes

Vice President Vergara asked for a Motion
Motion: Director Adjarian made a Motion, seconded by Director Freshley and

unanimously carried across the Board to approve the Consent Calendar.

Roll Call Vote

Director Adjarian aye
Director Monin aye
Vice President Vergara  aye
Director Freshley aye
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Engineering General information items

Capital Project Status Report

Oso Lift Station Improvement Project

Mr. Hill stated that staff is working with MNWD on an agreement providing for an

emergency overflow connection which coulid be utilized in other situations. He further
stated that we are waiting to hear back from MNWD.

Vice President Vergara asked if there will be any cost to the District.  Mr. Hill
replied that staff is not sure if any monetary stipulations will be included in the
agreement.

State Revolving Fund Agreement

Mr. Hill stated that we started out with a 20-year term and staff negotiated to a
11-year term, which the State did agree at 1.7% interest rate. He further stated that the
6-month operating reserve was being depleted while we waited on a disbursement from
the State.

Poseidon

Mr. Hill stated that there was an article in the newspaper where the OCWD Board
voted 6-2 to approve a nonbinding contract term sheet with Poseidon.

Mr. Hili stated that they were looking for commitrrients from agencies outside the
basin, and we will discuss whether or not to commit to another project.

Engineering ftems Discussed at Various Conferences and Meetings

There were no comments.

Comments Regarding Non-Agenda Engineering Commitiee lfems

There were no comments.
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Adjournment

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

Motion: Director Monin made a Motion, seconded by Director Adjarian and
unanimously carried that today’s meeting be adjourned at 8:14 ¢’clock a.m. to Tuesday,
August 21, 2018 at 7:30 o’clock a.m. at the District’'s Administrative Offices at 24251

Los Alisos Blvd, Lake Forest, CA. 92830.

Roll Call:
Director Monin aye
Director Adjarian aye
Vice President Vergara  aye
Director Freshley ave
Respectfully submitted,
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POLLY WELSCH
Recording Secretary
APPROVED:

M. séOTT”GOLDMAN President
of the El Toro Water District and the
Board of Directors thereof

s //

ROBERT R. HILL, Sgtretary
of the El Toro Water District and the
Board of Directors thereof
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