MINUTES OF THE REGULAR MEETING
OF THE
ENGINEERING COMMITTEE MEETING

December 18, 2018

Vice President Vergara called the Meeting of the Engineering Committee to order
at 7:30 a.m. on December 18, 2018.

Vice President Vergara led in the Pledge of Allegiance 1o the flag.

Present at today’'s meeting were Committee Members, M. SCOTT GOLDMAN,
JOSE F. VERGARA, MARK MONIN (via teleconference), KATHRYN FRESHLEY, and
MIKE GASKINS.

ROBERT R. HILL, General Manager/Secretary, was absent.

Also present were DENNIS P. CAFFERTY, Assistant General Manager/District
Engineer, JUDY CIMORELL, Human Resources Manager, NEELY SHAHBAKHTI,
Finance Manager/Controller, RICK OLSON, Operations Superintendent, GILBERT J.
GRANITO, General Counsel, POLLY WELSCH, Recording Secretary, GARY
CAPORICCI, the PUN Group, and CAROL MOCRE, Laguna Woods Mayor,

Oral Communigcation/Public Comment

Ms. Moore stated that she is opposing the water tax issue. She further stated
that Third Mutual is way over their water budget, and she has a goal of improving this.

ftems Received foo Laie to be Agendized

Vice President Vergara asked if there were any items received too late {o be

agendized. Mr. Cafferty replied no.
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ETWD's Comprehensive Annual Financial Repot{ CAFRYAudit — Fiscal Year Ended

June 30, 2108

Ms. Shahbakhti introduced Mr. Gary Caporicci who is with cur current Auditors,
the PUN Group.

Mr. Caporicci reported on the annual audit and CAFR. He reported on their
scope of work, audit responsibilities, the approach te the audit for ETWD, an overview
of financial statements, key pension and OPEB information, and audif resulis.

Mr. Caporicci stated that the scope of work includes auditing the basic financial
statements, statement of net position, statement of revenues, expenses and changes in
net position, statement of cash flows, notes to basic financial statements, and the
required supplementary information (unaudited).

Mr. Caporicci stated that Management responsibilities include being responsible
for the financial statements, presenting the financial statements in accordance with
accounting principles generally accepted in the USA, adopting sound accounting
policies, establishing and maintaining internal controls over financial reperting and
compliance, providing evidence supporting the amounts and disclosures in the financial
statements, fair presentation of financial statements that are free from material
misstatements, whether due to fraud or error, and prevention and detection of fraud.

Mr. Caporicci stated that the Auditors responsibilities include performing the
Audit in conformity with Auditing Standards generally accepted in the USA and the
standards applicable to financial audits contained in Government Auditing Standards

issued by the Comptroller General of the US.
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Director Freshley stated that she feels we should spread out the $11 million of
OPEB liability over several years instead of paying it all at once. Mr. Caporicci replied
that a 3.8% discount rate is really good.

Mr. Caporicci stated that they also inciude communication with those charged in
Governance, assessing audit risk of internal control over financial reporting, determining
fairness of the presentation of financial statements, rendering an opinion on the financial
statements, and issuing recommendations to Management.

Mr. Caporicci stated that the PUN Group’s Audit Approach is done in Phases.

He further stated that Phase | is the detailed planning, Phase Il is the Risk based review
of internal controls over systems and compliance, Phase Il is Validation of account
balances, and Phase |V is preparing financial statements and issuing audit options.

Director Gaskins asked what would happen fc the economy if we applied the
GASB unfunded liability to every individual in their homeowner’'s morigage. Mr.
Caporicci replied that it would be outrageous.

Director Freshley asked what the District’'s PFC was about. Ms. Shahbakhti
replied that the Board dissolved the PFC several years ago. She further stated that the
PFC was created for bonds, which the District no longer has. Mr. Caporicci stated that
they will remove the PFC from the Audit report.

Director Monin stated that on page 18, it states that in 2018 the District’s
operating expenses before depreciation increased 7.2% or $1,527,717 primarily due fo
an increase in source of supply of $858,485 and General and administrative of

$461,225. He asked what the components of the increase is for. Mr. Cafferty replied
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that staff will provide an answer to his question, and the increase of $1,527,717 was
likely due to an increase in purchased water.

Director Monin stated that on page 60, Operating Expenses, increased 41% in
2018. He further stated that on page 79, Principal Employers for the last Ten years, JC
Penney and Macys have closed. Ms. Shahbakhti replied that this data was obtained at
the end of the fiscal year.

Vice President Vergara asked for a Motion.

Motion President Goldman made a Motion, seconded by Director Freshley and

unanimously carried across the Board to Receive and File the District’s Comprehensive

Annual Financial Report (CAFR) Audit for fiscal year ended June 30, 2018.

Roll Call Vote,

Director Freshley aye
Vice President Vergara  aye
President Goldman aye
Director Monin aye
Director Gaskins aye

Ms. Moore stated that ETWD does an outstanding job of public cutreach and
L AFCO needs to include the Audit control conservative figure when there are people
who want to dissolve water districts.

Consent Calendar

1. Consider approving the minutes of the November 19, 2018 Engineering

Committee meeting.

Vice President Vergara asked for a Motion.
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Motion: President Goldman made a Motion, seconded by Director Gasking, and

unanimously carried across the Board to approve the Consent Calendar.

Roli Call Vote:

Fresident Goldman aye
Vice President Vergara  aye
Director Freshley aye
Director Monin aye
Director Gaskins aye

At approximately 8:10 o'clock a.m. Mr. Caporicci left the meeting.

Engineering Action ltem

There were no action items.

Engineering General Information ltems

Capital Project Status Report

Oso Lift Station Proiect

Mr. Cafferty stated that we are trying to get to the bidding process, but the hang
up has been with the piece of property needed to absorb into the site. He further stated
that the amendment fo a lease agreement between the City and County, which would
allow the property transfer, has been a delay.

Phase |l Recycled Water Distribution System Expansion Project

Mr. Cafferty stated that the retrofit plans have been submitted to the State and
County Health Departments for review. He further stated that we are working on
approval of the plans.

Poseidon Huntington Beach Ocean Desal Project

Mr. Cafferty stated that OCWD is providing conveyance costs and capacity for

this project.
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Director Freshley asked staff to provide an update on the Poseidon project. Mr.
Cafferty replied that staff will provide an update at a future meeting.

Vice President Vergara stated that there was some issue on whether Poseidon
would be able to provide enough water throughout the summer and winter months.
Mr. Cafierty replied that conveyance and capacity were discussed with Poseidon and
delivery options.

Engineering ltems Discussed at Various Conferences and Meeatings

There were no commenis.

Comments Regarding Non-Adenda Engineering Commitiee ftems

Director Freshley asked how the Advanced Metering Infrastructure project is
going. Mr. Cafferty replied that a consulting contract was issued to MC Engineering,
who conducted a kickoff meeting with staff in September, and the project is expected to
be complete in early 2019.

Vice President Vergara stated that IRWD is writing a letter to MET regarding the
Carson Water project and asked why they chose to do this. President Goldman replied
that we could add this topic for discussion at a future meeting.

Director Freshley stated that the cost of conveyance is an issue.

Adjournment

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

Motion: Director Freshley made a Motion, seconded by President Goldman and
unanimously carried that today's meeting be adjourned at 8:22 o’clock a.m. to Monday,

January 21, 2019 at 7:30 ¢'clock a.m. at the District's Administrative Offices at 24251
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Los Alisos Blvd, Lake Forest, CA. 92630.

Roll Cal:

Director Monin aye

Director Gaskins aye

President Goldman aye

Vice President Vergara  aye

Director Freshley aye
APPROVED:

JOSE F. VERGARA, President
of the El Toro Water District and the
Board of Directors thereof

'y B /
S

(AT I S A

ROBERT R. HILL, Sectetary
of the El Toro Water District and the
Board of Directors thereof
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Respectfully submitted,

g phhe A P A

POLLY WELSCH
Recording Secretary



