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Board of Director’s Meeting Minutes
Approval of San Juan Water District’'s Board of Director's meeting minutes as
follows:

1. Minutes of the Board of Directors Meeting September 28, 2011

Vice President Tobin moved to approve the Consent Calendar. Director
Miller seconded the motion and it carried with 4 Aye votes and 1
Abstain vote (Walters).

ACTION AND INFORMATIONAL ITEMS

.  COMMITTEE REPORTS

1.

Engineering Committee (9/26/11)
Director Peterson reported that the committee met on September 26, 2011
and discussed the following:

e Fair Oaks 40-Inch Pipeline Rehabilitation Project (W/R)
e Other Engineering Matters (W/R)
¢ Next Meeting Date

The committee meeting minutes will be attached to the original board
minutes.

Fair Oaks 40-Inch Pipeline Rehabilitation Project (W/R)

The committee reviewed the written comments from Fair Oaks Water District
(FOWD) and Citrus Heights Water District (CHWD) regarding the 150-day
notice and the FO-40 project. The letter from FOWD addressed three areas
of objection: cost allocation; future capacity needs; and a comprehensive
maintenance agreement. The letter from CHWD advocated their position of
“beneficiary pays” principles for the project, including past maintenance on
the pipeline.

The committee discussed the future needs of the pipeline. It was noted that
SJWD had not received any comments that provided evidence that fire flow
capacity and its consideration regarding cost allocations for the project was
incorrectly evaluated in the Engineering Report. FOWD’s suggestion of a
smaller pipeline being installed most likely would cost more than the current
option. Based on future needs, Mr. Gray informed the committee that FOWD
would only require regulated flow at 2,500 GPM from the FO-40 pipeline with
the remainder of their supply needs received from groundwater pumping and
the CTP. The committee requested that Mr. Durkin analyze the project costs
utilizing a smaller diameter pipeline.

Based on the comments received to date, the committee did not recommend
any changes to the Engineer's Report and they referred the topic to the
Legal Affairs Committee for review. In addition, they suggested that staff
prepare a response letter that was reviewed by the Legal Affairs Committee.
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Director Peterson indicated that the committee meeting minutes didn’t
correctly reflect the committee’s direction to staff regarding the analysis and
should have included evaluating fire flow without the Fair Oaks pipeline
being active. Director Peterson explained that FOWD is questioning whether
SJWD Retail should pay a surcharge for fire flow capacity. Mr. Durkin
indicated that there was some conflicting direction and the committee
meeting minutes will be revised to reflect the fire flow evaluation request.
The Board discussed the conflicting information and requested that the
agenda for the next Board Workshop include an item to cover Board
Direction to Staff.

For information only; no action requested.

Other Engineering Matters
Next Meeting Date
The next committee meeting will be set by the secretary as needed.

Legal Affairs Committee (10/4/11)
Vice President Tobin reported that the committee met on October 4, 2011
and discussed the following:

Fair Oaks 40-Inch Pipeline Rehabilitation Project (W/R)
RWA Regional Coalition Principles (W)
ACWA Proposals (W)
Board Policies from Workshop (W/R)
Other Legal Affairs Matters (W/R)
¢ Next Meeting Date

The committee meeting minutes will be attached to the original board
minutes.

Fair Oaks 40-Inch Pipeline Rehabilitation Project (W/R)

Vice President Tobin reported that the committee reviewed the letters from
Fair Oaks Water District (FOWD) and Citrus Heights Water District (CHWD)
regarding the FO-40 project.

The committee reviewed the comment letters and draft response letters
which were previously reviewed by Legal Counsel. The committee discussed
the comments regarding fire flow and concluded the Engineering Report and
draft response letters addressed this question adequately and appropriately.
Further analysis by staff is not necessary. The committee directed staff to
send the response letters to FOWD and CHWD addressed to the sender of
each comment letter.

Vice President Tobin moved to approve the wholesale rate change as
notified in the 150-day notice to Fair Oaks Water District, Orange Vale
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Water Company and San Juan Water District (Retail). Director Walters
seconded the motion and it carried unanimously.

Mr. Marx, FOWD Director, commented that the letter that was sent to SJWD
reflects FOWD Board’s position. Ms. Lorance mentioned that the letters will
be finalized and sent to the agencies.

Director Walters inquired what the process is from this point forward. Ms.
Lorance responded that the District will bill for the amounts spent to date and
then as costs are incurred they will be included as a line item on the water
supply invoices to FOWD, OVWC and SJWD Retail.

President Costa mentioned that he attended FOWD’s board meeting on
Monday and commented that the public overwhelmingly responded to
FOWD’s public hearing on conversion to metered water rates. He
mentioned that the District should assist FOWD if needed in this and any
other area. Mr. Marx thanked the Board for offering assistance and
mentioned that FOWD customers have been on flat rates for so long that
they didn’t know what to expect with the metered rates and misunderstood
the rates thinking that the rates were doubling or tripling.

RWA Regional Coalition Principles (W)

Vice President Tobin informed the Board that the Board already reviewed the
RWA Regional Coalition Principles; however, the RWA requested a formal
resolution.

Vice President Tobin moved to adopt Resolution 11-16 regarding the
Sacramento Region Water Resource Coalition Framework. President
Costa seconded the motion and it carried unanimously.

ACWA Proposals (W)

Vice President Tobin reported that Carmichael Water District is working to
get two legislation proposals passed with ACWA. One is to allow reclaimed
water obtained from treated contaminated groundwater that has been
discharged into a water source, to be considered a local surface water
supply. The second one is to support regional self-reliance by encouraging
water purveyors to use their water supplies within their designated IRWMP
region by streamlining the temporary water transfer process. Ms. Lorance
commented that she will continue to support both proposals unless the
committee or Board instructs her otherwise.

For information only; no action requested.

Board Policies from Workshop (W/R)
This item was not discussed and Ms. Lorance will report back at the next
committee meeting.
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Other Legal Matters

Ms. Lorance received a thank you from the Association of Metropolitan
Water Agencies (AMWA) for writing to Congressman McClintock earlier this
month in support of H.R. 1340, the bill to allow electronic distribution of
consumer confidence reports. The congressman's staff informed AMWA
that he agreed to become a cosponsor of the bill.

For information, no action requested.

Next Meeting Date
The next committee meeting will be set by the secretary as needed

Finance Committee (10/11/11)
President Costa reported that the committee met on October 11, 2011 and
discussed the following:

Review and Pay Bills (W/R)

Update on OPEB Trust (W/R)

Annual Audit to (W/R)

CPI Increase Since Last District COLA (W/R)
FOWD CTP Invoice (W)

Engineering Services Fees and Charges (R)
Other Public Information Matters (W/R)

The committee meeting minutes will be attached to the original board
minutes.

Review and Pay Bills (W/R)
President Costa reported that the committee reviewed bills and claims in the
amount of $1,509,814.92 and found them to be in order.

President Costa moved to approve Resolution 11-17. Vice President
Tobin seconded the motion and it carried unanimously.

Update on OPEB Trust (W/R)

President Costa reported that the committee discussed the OPEB Trust
options that Ms. Morris presented. Ms. Morris explained the termination
clause in the CalPERS Trust (CERBT) and informed the committee that
Legal Counsel reviewed the CERBT contract. Ms. Morris informed the
committee that Legal Counsel confirmed that the District could terminate the
contract after 3 years from contract signature. As requested by the
committee, Ms. Morris will have legal counsel provide written verification of
the termination clause and impact of future legislative changes to the
agreement.

President Costa commented that the meeting minutes reflected an action
that was not discussed. Ms. Lorance explained that the action was in the
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attached staff report from a previous finance committee meeting, but
President Costa is correct, it was not discussed again at this finance
meeting.  President Costa requested that all the Board members read the
CERBT contract, especially the termination clause. The Board discussed
the item and suggested that it be taken back to the Finance Committee with
possible referral to the Personnel Committee.

For information only; no action reguested.

Annual Audit (W/R)

President Costa reported that revisions are still being made to the annual
audit report and a presentation will be made at the October 26th Board
meeting. The most current draft version was included in the full Board
packet.

For information only; no action reguested.

CPl Increase Since Last District COLA (W/R)

President Costa reported that the CPI, as of August 2011, shows an
increase of 3.49% from the April 2010 index which was used to calculate the
1% COLA given in July 2010. Ms. Morris confirmed that the 3.49% is
exclusive of the 1% increase.

For information only; no action reguested.

FOWD CTP Invoice (W)

President Costa reported that there is an outstanding invoice due from Fair
Oaks Water District (FOWD) for Operations and Maintenance costs on the
CTP. The actual O&M costs occurred in 2004 in the amount of $14,514;
however, the accounting system posted a water supply payment towards this
invoice and FOWD has had a balance of $14,514 remaining after each
payment for current charges were received. President Costa commented
that staff is working on getting this resolved. Director Miller commented that
Mr. Marx should have a copy of the committee meeting minutes to be fully
informed of what happened with this item. Mr. Marx confirmed that he was
given a copy of the meeting minutes and will discuss the invoice with Mr.
Gray.

For information only; no action requested.

Engineering Services Fees and Charges (R)
This item was not discussed and Mr. Durkin informed the committee that he
will bring this item to the next committee meeting.

Other Finance Matters (W/R)
President Costa reported that Ms. Lorance informed the committee that Ms.
Morris’ report at the October 12th Board Meeting includes a revised
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response to Director Peterson’s written request regarding Employee Benefits
Cost Changes. Director Peterson confirmed that the response covered his
request.

For information only; no action requested.

INFORMATION AND ACTION ITEMS
1. GENERAL MANAGER’S REPORT

11

1.2

1.3

1.4

Sacramento LAFCO Election
Ms. Lorance reported that Sacramento LAFCO is holding elections for
selection of Special District Commissioner (Office No. 6).

Vice President Tobin moved to vote for Ron Greenwood, Carmichael
Water District, for Special District Commissioner (Office No. 6).
Director Walters seconded the motion and it carried unanimously.

ACWA Board Tour
Ms. Lorance informed the Board that she attended the Region 2 tour.

Bypass Celebration

Ms. Lorance reported that the celebration for completion of the Bypass
Pipeline Project was held on October 3" and she provided some pictures for
review. She mentioned that a press release is being prepared and will be
sent out.

Cal OSHA Inspection

Ms. Lorance informed the Board that Cal OSHA conducted a surprise
inspection of the District at the WTP. During the visual inspection, the only
issue found was that a cover shield for a grinder was set slightly further away
than regulation and was adjusted immediately to the %" clearance from the
wheel. A written request was received from Cal OSHA which requested 24
items to be submitted by October 18, 2011. The District maintains all items
and the request will be complied with. A copy of the written request will be
attached to the meeting minutes which shows the numerous items being
requested.

Ms. Lorance commented that Mr. Hydrick and staff deserve recognition for
maintaining the records and logs that are being required and for keeping the
WTP a safe place for employees. Mr. Durkin commented that over the last
six months the District has seen increased inspections from Department of
Public Health, Placer County, Sacramento County, Cal OSHA, State
Department of Finance and the Regional Board. The compliance
departments of these regulatory agencies are assessing fines for items out
of compliance, and issuing bills for the inspections.
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Director Peterson commented that some of these issues should be taken to
the outreach program that the District participates in.  Director Walters
suggested that the Public Information Committee include this information in
the District’'s publications.

For information only; no action reguested.

Board Meeting Schedule

The Board discussed the 2" November and December meeting dates and
decided that the first meeting, on the second Wednesday of each month,
was necessary.

President Costa moved to cancel the November 23, 2011 and December
28, 2011 Board of Directors meetings. Director Walters seconded the
motion and it carried unanimously.

Report Back Items
There were no items discussed.

Miscellaneous District Issues and Correspondence

Ms. Lorance announced that the Financing Corporation annual meeting is
scheduled for November 9. The Board discussed and agreed that the
meeting should start at 6:45pm.

For information only; no action requested.

2. ASSISTANT GENERAL MANAGER’S REPORT

2.1

2.2

2.1

Solar Power System Performance

Mr. Durkin informed the Board that the monthly report for August on the
performance of the Solar Facility was included in the meeting packet. The
report showed that the facility was producing 96.3% of the expected energy
and after inspection of the panels it was discovered that there were some
shadows being cast on the panels. This was adjusted and the panels are
functioning at 101%. He mentioned that there was approximately $28,000 in
energy savings in August and over $60,000 to date. In addition, the
application fee of $20,000 will be refunded. Mr. Durkin informed the Board
that information on additional security will be brought back to various
committees for review at a later date.

For information only; no action reguested.

Report Back Items
There were no items discussed.

Miscellaneous District Issues and Correspondence
There were no items discussed.
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3. FINANCE AND ADMINISTRATIVE SERVICES MANAGER’S REPORT

3.1.

3.2.

3.3.

Employee Benefit Cost Changes
Ms. Morris reported that the amended Employee Benefit Cost Changes was
included in the meeting packet — there was no discussion on this item.

Report Back Items
There were no items discussed.

Miscellaneous District Issues and Correspondence

Ms. Morris reported that the State Department of Finance is auditing records
on the Prop. 13 grant which was utilized for the WTP years ago. All
documents have been supplied to the auditor.

Ms. Morris reported that as of October 12th the District reached its 5th
consecutive year without any loss day work accidents which demonstrates
District staff commitment to safe work practices.

For information only; no action requested.

4. LEGAL COUNSEL’S REPORT

4.1

Legal Matters

Mr. Horowitz provided a written report which will be attached to the original
meeting minutes. In addition, he mentioned that Governor Brown finished
signing or vetoing the legislative bills; therefore, Mr. Horowitz will review the
bills which will impact the District and will provide a memorandum with
recommendations to the District by December. He mentioned that Phil
Isenberg, Chair of the Delta Stewardship Council, commented on the City of
Sacramento’s Urban Water Management Plan stating that it was illegal and
improperly prepared. The City of Sacramento responded to Mr. Isenberg’s
comments.

5. DIRECTORS’ REPORTS

5.1

5.2

5.3

SGA
Vice President Tobin informed the Board that the SGA meets on October 13,
2011.

RWA
No report.

Executive Committee

President Costa reported that the Executive Committee met on September
27" and all agencies were represented. The committee meeting minutes will
be attached to the original board minutes.
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ACWA/IPIA
No report.

CVP Water Users Association
President Costa reported that the CVPWUA meets next Tuesday.

LAFCO

President Costa informed the Board that he did not submit the nomination for
Special District Commissioner Office No. 6 since he decided not to run for
the position.

Other Reports and Comments
Director Peterson informed the Board that he will not be able to attend the
next Board meeting.

Director Peterson requested that the Ad Hoc Committee meet with Fair Oaks
Water District regarding consolidation separately from Sacramento Suburban
Water District. President Costa agreed and inquired if Mr. Marx would be
willing to meet with the committee. Mr. Marx will discuss with his Board and
contact Ms. Lorance to set up the meeting with the committees and general
managers.

V. UPCOMING EVENTS
1. ACWA Fall Conference

November 28-December 2, 2011
Anaheim, CA

VI. ADJOURN

The meeting was adjourned at 8:22 p.m.

ATTEST:

EDWARD J. “TED” COSTA, President
Board of Directors
San Juan Water District

TERI HART, Board Secretary

































DRAFT

Legal Affairs Committee Meeting
October 4, 2011
8:30 a.m.

Committee Members: Pam Tobin, Chair (alternate)
Ted Costa, Director

District Staff: Shauna Lorance, General Manager
Keith Durkin, Assistant General Manager
Teri Hart, Administrative Assistant/Board Secretary
Josh Horowitz, Counsel

Members of the Public: Sharon Wilcox, Orange Vale Water Company
John Wingerter, Orange Vale Water Company

Topics: Fair Oaks 40-Inch Pipeline Rehabilitation Project (W/R)
RWA Regional Coalition Principles (W)
ACWA Proposals (W)
Board Policies from Workshop (W/R)
Other Legal Affairs Matters
e Next Meeting Date
Public Comment

1. Fair Oaks 40-Inch Pipeline Rehabilitation Project (W/R)

Ms. Lorance informed the committee that letters were received from Fair Oaks
Water District (FOWD) and Citrus Heights Water District (CHWD) regarding the
FO-40 project. Mr. Durkin explained that the technical aspects of the letters were
reviewed and addressed at the last Engineering Committee meeting. The
Engineering Committee requested that Mr. Durkin analyze the project costs
utilizing a smaller diameter pipeline as requested by FOWD. Mr. Durkin
completed the analysis and forwarded the technical memorandum reporting the
results of the analysis to the Board and FOWD. The analysis showed that
installing a smaller pipeline was feasible, but at double the cost of rehabilitating the
pipeline, as currently identified.

Mr. Durkin informed the committee that he received comments from Orange Vale
Water Company indicating support of the project alternative as identified during
the preliminary engineering work, and further outlined in the 150-day notice and
Engineering Report. OVWC does not believe that SJIWD staff should be spending
time investigating other alternatives at this point and should move forward with the
rehabilitation project.

President Costa inquired if the meeting’s agenda was sent to the wholesale
customer agencies. Ms. Hart confirmed that the agenda was emailed to the
wholesale customer agencies on September 30™.

The committee reviewed the comment letters and draft response letters which
were previously reviewed by Legal Counsel. The committee discussed the
comments regarding fire flow and concluded the Engineering Report and draft
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response letters addressed this question adequately and appropriately. Further
analysis by staff is not necessary. The committee directed staff to send the
response letters to FOWD and CHWD addressed to the sender of each comment
letter. A copy of the draft response letters will be attached to the meeting minutes.

The Legal Affairs Committee recommends consideration of a motion to approve
the wholesale rate change as notified in the 150-day notice to Fair Oaks Water
District, Orange Vale Water Company and San Juan Water District (Retail)

2. RWA Regional Coalition Principles (W)
Ms. Lorance informed the committee that the Board already reviewed the RWA
Regional Coalition Principles; however, the RWA requested a formal resolution.

The Legal Affairs Committee recommends consideration of adoption of Resolution
11-16 regarding the Sacramento Region Water Resource Coalition Framework

3. ACWA Proposals (W)

Ms. Lorance informed the committee that Carmichael Water District is working to
get two legislation proposals passed with ACWA. One is to allow reclaimed water
obtained from treated contaminated groundwater that has been discharged into a
water source, to be considered a local surface water supply. The second one is to
support regional self-reliance by encouraging water purveyors to use their water
supplies within their designated IRWMP region by streamlining the temporary
water transfer process. Ms. Lorance commented that she will continue to support
both proposals unless the committee or Board instructs her otherwise.

For information only; no action requested.

4. Board Policies from Workshop (W/R)
Ms. Lorance informed the committee that she will report back at the next
committee meeting.

5. Other Legal Matters
Ms. Lorance informed the committee that she received a thank you from the
Association of Metropolitan Water Agencies (AMWA) for writing to Congressman
McClintock earlier this month in support of H.R. 1340, the bill to allow electronic
distribution of consumer confidence reports. The congressman's staff informed
AMWA that he agreed to become a cosponsor of the bill.

For information only; no action requested.

5.1 Next Meeting Date
The next committee meeting will be set by the secretary as needed.

6. Public Comment
There was no public comment.

The meeting was adjourned at 9:02 a.m.



DRAFT

October 13, 2011

Tom Gray

General Manager

Fair Oaks Water District
10326 Fair Oaks Boulevard
Fair Oaks, CA 95628

Re: Fair Oaks 40-Inch Pipeline Rehabilitation Project
Dear Mr. Gray:

The San Juan Water District Board of Directors (SJWD Board) is in receipt of Fair Oaks
Water District’'s (FOWD) September 13, 2011 comment letter related to the 150-day
advance notice of a proposed change in wholesale water charges dated May 5, 2011
and accompanying Engineer’s Report.

FOWD’s comments discuss three objections to the proposed cost allocations for the
Fair Oaks 40 Pipeline Rehabilitation Project (Project). Each of these objections is listed
below, followed by a response from the SJWD Board.

1. First FOWD Comment: Cost allocations between the three beneficiary agencies
are not in accordance with the concept of beneficiary pays for benefit received.

SJWD response: The “beneficiary pays” principle requires that each agency pay
for their allocated capacity in the pipeline. SJWD'’s proposed cost allocations for
the Project are directly related to the benefits that are received by each agency
from the Fair Oaks 40 Pipeline (FO-40 or Pipeline). SIJWD’s approach therefore
serves as a proper basis for allocating Project costs. FOWD’s reduction of water
demands from historical usage does not provide any other agency an increase in
benefits. This argument also disregards the fact that the FO-40 is an existing
pipeline and cannot be reduced in size to accommodate future demands.
Therefore, FOWD, OVWC and SJWD-Retail each should be responsible for the
costs associated with the capacity in the FO-40 as it was sized to handle their
historic water demands.

The discussion of fire flows in your letter is not relevant and mischaracterizes
SJWD'’s and FOWD’s primary water service obligations. Providing fire flows,
while desirable, are not a primary mission of our agencies. Under Government
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Code section 850, “[n]either a public entity nor a public employee is liable for
failure to establish a fire department or otherwise to provide fire protection
service.” The Water Code section 106’s established hierarchy of beneficial uses
of water provides that domestic use is the highest use and irrigation is second.
The Code does not identify water for fire protection as a fundamental beneficial
use. Finally, FOWD’s obligation under the Irrigation District Law is to provide
irrigation and domestic water to its customers. (See Wat. Code, 88 22075,
22076, and 22250-22264.) Providing water for fire protection service is
separately identified as an optional service under Water Code section 22077.

As we have discussed in related exchanges, the Project as proposed is the |least-
cost alternative. All parties have acknowledged the need to rehabilitate or
replace the FO-40. None of the parties, including FOWD, have argued that
SJWD’s estimated project cost at $3,572,000 is significantly flawed or that there
is a lesser-cost alternative that would be capable of delivering the same benefits.
The Project’s cost compares very favorably with the replacement option that
FOWD has continued to advocate. The District's consulting engineer, Bob Miles,
estimated that a full replacement of the FO-40 would cost $14,050,000. Even if
the FO-40 was replaced with a smaller diameter pipeline, the estimate for a full
replacement would be at least double the Project’s estimated $3,572,000 cost.

Second FOWD Comment: Future capacity needs for the project need to be
guantified and agreed to by all parties before final design.

SJWD response: The Project consists of rehabilitating an existing 40-inch pipe
with the expectation that such repairs and improvements will extend its useful life
by 50 years. As discussed above, the FO-40 pipe was sized many years ago to
handle existing and projected FOWD water demands and in fact FOWD has
been and continues to be the largest user of the Pipeline by a significant margin.
Change in capacity demands by FOWD does not provide any increased benefit
to the other agencies. Therefore, the other agencies cannot be required to pay
more to cover the reduced water demands by FOWD when the other agencies
do not receive any additional benefit and are experiencing demand reductions of
their own.

SJWD attempted to arrive at consensus on the cost allocations over the past
several years. FOWD's refusal to participate in those attempts in a meaningful
way that was designed to reach agreement is well documented. Because
consensus could not be reached in spite of continued negotiations, SJWD had no
choice but to utilize its authority under the Wholesale Water Supply Agreements
to allocate costs for the Project and to calculate the charges to cover each
agency’s share of funding for the Project.
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SJWD acknowledges that in previous discussions, SJIWD suggested using future
capacity as an alternative method of allocating Project costs. The first time this
approach was suggested was at a FOWD technical committee meeting in August
2010, where the nine possible project alternatives identified in the preliminary
design report, including a future demands scenario, were reviewed. SJWD
offered to investigate manually limiting FOWD’s capacity in the Pipeline to
accommodate future demands, but noted that it would result in added costs for
installing flow control stations or other capacity limiting mechanisms on the FO-
40 and CTP, and a modification to applicable contract terms. At the time, FOWD
stated that it was not interested in pursuing this alternative because of projected
costs. This option was discussed one or two more times, including at a FOWD
board meeting when the proposed draft MOU was discussed with SJWD
representatives. At that time, the FOWD board made it clear that it did not want
to reduce FOWD'’s capacity entitlement in the Pipeline. In addition to FOWD’s
failure to present a cogent argument for why using future demands is superior to
SJWD'’s industry-approved methodology or why SJWD'’s application of its chosen
methodology is flawed in any way, there is nothing to suggest that revisiting this
methodology now would change the results or result in a consensus when the
parties have been unable to achieve one in the past.

Third FOWD Comment: A comprehensive maintenance agreement similar in
scope and concept to that executed for the CTP needs to be developed and
agreed to by all parties before additional costs are incurred.

SJWD response: The CTP agreement is irrelevant to this situation. The CTP
agreement involved the construction of a new pipeline and parties willing to
negotiate reasonable terms. The FO-40 is an existing pipeline and involves
parties that have been unable to reach consensus despite years of discussion.
Similar to the cost allocations, SJWD attempted to reach consensus on an O&M
agreement with the parties. In an attempt to achieve consensus, SJWD
expended significant resources for no appreciable result because FOWD was
unwilling to consider reasonable terms for such an agreement. Because such a
significant amount of resources already have been utilized with no resulting
benefits to all the wholesale customer agencies, the SJWD Board will not
approve of expending any additional resources attempting to reach consensus
when there is no factual basis to believe FOWD is any more willing now to
resolve the issue. Once the Project is completed, SJWD will identify costs
associated with the O&M on the FO-40 and include those costs in future
wholesale water rates and charges. Similar to the CTP, changes in future water
needs from the FO-40 will not alter the responsibility of the agencies receiving
service from the FO-40 to pay for future costs.

In closing, SJWD thanks FOWD for its comments in response to the May 5, 2011 150-
day notice and accompanying Engineer’s Report. While you are correct that there is
potentially more than one way for SJWD to have calculated the cost allocations for the
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Project, FOWD has not provided any evidence that SJWD’s Engineer’s Report and its
chosen methodology for allocating costs is incorrect, discriminatory or illegal in any way.
FOWD has never provided a competent and comprehensive analysis of the Engineer’s
Report that demonstrates that it misapplies, misinterprets or otherwise violates
applicable engineering or water industry standards. Furthermore, FOWD never
provided a good faith, timely and comprehensive agreement or proposal for resolving
the issues in a manner that recognizes all parties’ interests. Because FOWD has not
offered any justification for an additional delay or reasonable basis on which to further
attempt to reach consensus, SJWD intends to proceed as outlined in the 150-day notice
in light of the annually increasing need to complete the Project to avoid additional
damage to the FO-40 and of FOWD’s demonstrated disinterest in reaching a conclusive
and timely resolution of the issues.

Sincerely,

Shauna Lorance
General Manager

cc:  Sharon Wilcox, Orange Vale Water Company
Bob Churchill, Citrus Heights Water District
Rob Roscoe, Sacramento Suburban Water District



DRAFT

October 13, 2011

Joseph M. Dion, President
Board of Directors

Citrus Heights Water District
6230 Sylvan Road

Citrus Heights, CA 95610

RE: Fair Oaks 40-Inch Pipeline Rehabilitation Project
Dear Mr. Dion:

The San Juan Water District Board of Directors (SJWD Board) is in receipt of Citrus
Heights Water District’'s (CHWD) comment letter dated September 13, 2011 concerning
the allocation of the costs for the Fair Oaks 40 Pipeline Rehabilitation Project (Project).

SJWD concurs with CHWD that the beneficiary pays principle should apply to the
allocation of costs for water supply and delivery in general and specifically to the
Project. At this time, SJWD agrees that CHWD does not receive a benefit from the Fair
Oaks 40 Pipeline (FO-40) and should not be required to contribute to the cost of the
Project or to the ongoing costs to operate and maintain the FO-40.

CHWD'’s letter included one request for information and several recommendations to
the SJWD Board to consider as it makes final decisions concerning the Project.
SJWD's responses to CHWD’s information request and recommendations related to the
Project are stated below. For ease of reading, each of CHWD’s comments is
paraphrased and SJWD’s response immediately follows.

First CHWD Comment: Request for information related to any past CHWD
financial contributions to FO-40 operation and maintenance (O&M) costs.

SJWD response: SJWD has not charged CHWD for the costs for the FO-
40 O&M. Those costs have been directly charged to FOWD, OVWC, and
SJWD retail service area in the wholesale water supply service rates and
charges billed to those agencies. The most recent detail for this allocation
of costs is included in the October 11, 2007 SJWD Wholesale Financial
Plan and Water Rate Study, Exhibit Ill-1, page 20, under the heading
“Direct Assignment Costs” on the line item for "Transmission &
Distribution”. A copy of Exhibit 1lI-1 is enclosed for your convenience.

The 2011 rate study does not include a component for FO-40 O&M
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because the Project was projected to be performed this year. A direct
cost for the FO-40 O&M will be added as the costs are identified.

Second CHWD Comment: Consider utilizing the wholesale hydraulic model to
determine capacity needs rather than historical data. The pipeline may have
been appropriately sized when it was constructed but may be oversized now.

SJWD response: The FO-40 is an existing facility and was sized to
handle FOWD’s water demands at the time the pipeline was built.
Change in capacity demands by FOWD does not provide any increased
benefit to the other agencies. The beneficiary pays principle requires that
each agency pay for their allotted capacity in the FO-40. Other agencies
should not be required to pay more of the costs to rehabilitate, operate
and maintain the FO-40 to cover the reduced water demands by FOWD,
when the other agencies do not receive any additional benefit. SJWD’s
approach to the cost allocation also was made in accordance with industry
standards, as discussed in the May 2011 Engineer’s Report supporting
the 150-day notice.

Constructing a new, smaller pipeline to replace the FO-40 has been
estimated to cost at least twice as much as the Project. A new, smaller
pipeline therefore would result in increased costs to all agencies.
Repairing the existing 40-inch pipeline represents the least cost solution
for all agencies to ensure continued delivery of a reliable water supply.

Third CHWD Comment: Consider differing demand requirements of the
beneficiaries; for example FOWD and OVWC may only need summertime
average day and SJWD retail service area may need summertime peak hour
capacity plus fire flow.

SJWD response: SJWD'’s response is the same as its response to
CHWD'’s second comment above. Change in capacity demands or
manner of utilization on the FO-40 by FOWD does not provide any
increased benefit to the other agencies and therefore, the beneficiary pays
principle requires that each agency pay for their respective capacity in the
pipeline based on historic demands.

Third CHWD Comment: Consider reimbursement schedules for the
beneficiaries, including a competitive interest rate to lessen the immediate impact
to the rate-payers of the benefiting agencies while not causing consequences to
the wholesale financial resources of SJWD.

SJWD response: The benefiting agencies, FOWD, OVWC, and SJWD
retail service area, have known about the Project and the magnitude of its
costs for many years. SJWD does not have the available capital to
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provide financing to wholesale customer agencies for a project of this
magnitude without deferring another wholesale capital project or incurring
additional debt service. Because wholesale capital projects must be
scheduled to be completed when required, deferring other capital projects
to accommodate the Project is not a feasible alternative. In light of
beneficiary pays principles and the complex accounting required, it is not
desirable for SJIWD wholesale to incur additional debt when a single
agency desiring to spread out the costs of the Project could incur the debt
individually at less cost and disruption to all wholesale agencies.

Fourth CHWD Comment: Consider development and execution of an O&M

agreement, including quantifying capacity entittiements, for the FO-40 similar to
the O&M agreement for the CTP project.

SJWD response: SJWD agrees that this would have been an excellent
approach. Unfortunately, similar to the cost allocations, SJWD attempted
to reach consensus on an O&M agreement with all parties but was unable
to do so. In an attempt to achieve consensus, SJWD expended significant
resources without a positive result because not all parties were willing to
consider reasonable terms for such an agreement. Because such a
significant amount of resources already have been utilized with no
resulting benefits to all wholesale customer agencies, the SJWD Board
will not approve of expending any additional resources attempting to reach
consensus when there is no factual basis to believe all parties are more
willing now to resolve the issue. Once the Project is completed, SJWD will
identify costs associated with the O&M for the FO-40 and include those
costs in future wholesale water rates and charges. Similar to the CTP,
changes in future water needs from the FO-40 will not alter the
responsibility of the agencies receiving service from the FO-40 to pay for
future operation, maintenance, improvement, and replacement costs.

Again, SJIWD appreciates CHWD's time and efforts in developing the comment letter
providing its historical perspective and recommendations in regard to the Project.

Sincerely,

Edward J. “Ted” Costa, President
Board of Directors

CC:

Randy Marx, President, Board of Directors: Fair Oaks Water District

Russell A. Castilone, President, Board of Directors: Orange Vale Water Company
Ken Payne, Chief, Environmental & Water Resources Development: City of Folsom
Judith K. Albietz, Legal Counsel: Citrus Heights Water District



Sacramento Region Water Resource Coalition Framework
FINAL DRAFT - September 1, 2011

Background
Recent Delta legislation, regulations, and plans pose serious risks to the economy, environment, and

quality of life in the six-county Sacramento region and beyond in northern California. These efforts raise
concerns about water supply reliability, land use, flood protection, economic development, water and
wastewater rates, local environmental resources, water quality, agricultural viability, power generation,
financing for Delta improvements, and related impacts.

In November 2009, the Legislature passed, and Governor Schwarznegger signed, five water-related bills.
One, SBX7 7 (Steinberg), required our region to reduce per capita water use 20% by 2020, whether or not it
made economic sense locally. Another bill, SBx7 1 (the Sacramento-San Joaquin Delta Reform Act),
established the Delta Stewardship Council (DSC) and called for the development of a Delta Plan to achieve
statewide water supply reliability and Delta ecosystem restoration. Five drafts of the Delta Plan have been
released this year and have raised the concerns noted above. It is generally agreed that the problems of
the Delta must be solved, but many stakeholders are concerned about impacts to our region. Stakeholders
are calling for a regional coalition that can help us get ahead of issues and address concerns as a region,
with a stronger voice and common objectives.

Regional Water Coalition Concept
As envisioned, founding members of the coalition, responsible for much of the initial coordination, outreach,
and management would include SACOG, Regional Water Authority (RWA), Northern California Water
Association (NCWA), and Mountain Counties Water Resources Association (MCWRA), and others. Since
the impacts of a Delta solution could be widespread and pervasive in our region, the coalition would seek
support from a broad and diverse group of interests, including business, labor and local governments. The
coalition would focus on shared regional concerns and would not be intended to replace or constrain
individual actions on issues, but to complement and strengthen such efforts. The coalition could evolve to
serve a number of functions including:

e Educating and informing interested parties on the status and potential impacts of Delta activities

and related land use and water management issues,

e Aligning and coordinating the individual actions of coalition partners on issues,

e Identifying and educating those seeking a more active role in advocating for the region, and

e Providing a more influential voice before the legislature and the administration.

Specific activities of the coalition for the near-term could include:
e QOutreach to broaden solution-focused input and participation.
e Periodic meetings to discuss issues and develop regional positions and workable solutions.
e Disseminating information and status updates through email or newsletters.
e Providing a clearinghouse for comment letters, positions, and other information from individual
coalition members to improve communication.
Suggesting content for letters and comments from coalition members.
e Convening a regional forum on water issues.
e Coordinating legislative advocacy efforts.

A draft resolution and principles, intended to reach the widest possible audience of potential coalition
participants is attached.



San Juan Water District

RESOLUTION 11-16
Resolution for Participation in a
Regional Water Resources Coalition

Whereas, the six-county Sacramento Region and adjacent areas of northern California
can benefit from regional coordination and collaboration in developing implementable
solutions to future water resources challenges and opportunities, and

Whereas, conditions in the Sacramento-San Joaquin Delta have reached a state of
crisis that threatens the environment of the Delta and the economy of California, and

Whereas, proposed solutions for the Delta could pose serious risks to the water
supplies, economy, environment, and quality of life of the Sacramento region and
northern California, and

Whereas, in order to protect these interests San Juan Water District seeks to promote
regional cooperation on water issues, and to be a part of a collaborative and
comprehensive solution to the issues facing the Delta,

Therefore, be it resolved that we support a regional coalition based on the following
principles:

Water rights priorities and area-of-origin assurances must be recognized and
protected to ensure reliable supplies for all water uses and environmental needs
in our region.

Stakeholders in the Sacramento region and northern California must be given the
opportunity to be fully included in and consulted on all aspects of development of
a Delta solution and other state and federal water policies that affect the region.

A Delta solution and other state or federal actions must honor and not reduce or
preempt the authority and responsibilities of cities, counties, and other local
agencies.

The Sacramento region and northern California will continue to invest in and
implement water supply, water efficiency, recycling and re-use, storage, and
other water management projects and programs that are cost effective and
improve our regional self-sufficiency.

We will support a Delta solution that:

e |s based on sound science to ensure it is effective and implemented in an
equitable manner,



e Requires the beneficiaries of any actions associated with a Delta solution
to fully fund the costs of such actions, and

e Does not shift negative economic, environmental, or societal impacts to
areas in our region.

PASSED AND ADOPTED by the Board of Directors of the San Juan Water District on
the 12th day of October 2011, by the following vote:

AYES: DIRECTORS:
NOES: DIRECTORS:
ABSENT: DIRECTORS:

EDWARD J. “TED” COSTA
President, Board of Directors

TERI HART
Secretary, Board of Directors



Finance Committee Meeting Minutes
San Juan Water District
October 11, 2011
4:00 p.m.

Committee Members: Ted Costa, President (Chair)
Ken Miller, Director (Alternate)

District Staff: Shauna Lorance, General Manager
Keith Durkin, Assistant General Manager
Mary Morris, Finance and Administrative Services Manager
Teri Hart, Administrative Assistant/Board Secretary

Topics: Review and Pay Bills (W/R)
Update on OPEB Trust (W/R)
Annual Audit to (W/R)
CPI Increase Since Last District COLA (W/R)
FOWD CTP Invoice (W)
Engineering Services Fees and Charges (R)
Other Finance Matters (W/R)
Public Comment

1. Review and Pay Bills (W/R)
The committee reviewed the presented bills and claims. In accordance with
recommended practices, the committee specifically reviews any credit card
charges and reimbursements for the General Manager, Assistant General
Manager and Finance and Administrative Services Manager. The reviewed bills
and claims were found to be in order.

Staff update: the total amount of bills and claims provided for approval for
September payables is $1,509,814.92.

The Finance Committee recommends approval of Resolution 11-17.

2. Update on OPEB Trust (W/R)

Ms. Morris reviewed her staff report with the committee regarding the OPEB Trust.
The committee discussed the OPEB Trust options that Ms. Morris presented. A
copy of the staff report will be attached to the meeting minutes. Ms. Morris
explained the termination clause in the CalPERS Trust (CERBT) and informed the
committee that Legal Counsel reviewed the CERBT contract. Ms. Morris informed
the committee that Legal Counsel confirmed that the District could terminate the
contract after 3 years from contract signature. As requested by the committee, Ms.
Morris will have legal counsel provide written verification of the termination clause
and impact of future legislative changes to the agreement.
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The Finance Committee recommends Board consideration of a motion at the
October 26th meeting to:

1. Approve establishment of an Other Post Employment Benefits (OPEB) trust
fund organized under Section 115 of the Internal Revenue Code that
complies with the requirements of General Accounting Standards Board
(GASB) 45 within the California Employers’ Retiree Benefit Trust (CERBT)
Fund.

2. Transfer $1,010,790 from District reserve funds held in LAIF to CERBT.

Annual Audit (W/R)

Ms. Morris informed the committee that revisions are still being made to the annual
audit report and a presentation will be made at the October 26™ Board meeting.
The most current draft version was included in the full Board packet.

For information only; no action requested.

CPl Increase Since Last District COLA (W/R)

Ms. Morris informed the committee that the CPI, as of August 2011, shows an
increase of 3.49% from the April 2010 index which was used to calculate the 1%
COLA given in July 2010.

For information only; no action requested.

FOWD CTP Invoice (W)

Mr. Durkin informed the committee that there is an outstanding invoice due from
Fair Oaks Water District (FOWD) for Operations and Maintenance costs on the
CTP. The actual O&M costs occurred in 2004 in the amount of $14,514; however,
the accounting system posted a water supply payment towards this invoice and
FOWD has had a balance of $14,514 remaining after each payment for current
charges were received. This was discovered over eighteen months ago and Mr.
Durkin has communicated this with Mr. Gray, FOWD General Manager. Mr. Durkin
commented that FOWD has not disputed the validity of the charges. Mr. Durkin
has not received a response to several emails regarding how to reissue the
invoice, or a letter in August 2011 which included an offer to meet with the FOWD
Budget Committee to explain the billing. The committee discussed the issue and
suggested that staff continue to seek reimbursement for the invoice; however, if no
payment is received then it was suggested that the amount be deducted from the
Wholesale Metering Project cost allocation credit.

For information only; no action requested.

Engineering Services Fees and Charges (R)
Mr. Durkin informed the committee that he will bring this item to the next committee
meeting.
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7. Other Finance Matters (W/R)
Ms. Lorance informed the committee that Ms. Morris’ report at the October 12"
Board Meeting includes a revised response to Director Peterson’s written request
regarding Employee Benefits Cost Changes.

President Costa informed the committee that he attended FOWD’s board meeting
and commented that the public overwhelmingly responded to FOWD’s public
hearing on conversion to metered water rates. The main issue appeared to be the
proposed increase from 33 cents per unit that was shown on their comparisons to
flat rates to 83 cents per unit. In addition, Mr. Gray mentioned that FOWD will be
receiving a very large bill from SIJWD for the construction of the FO-40 pipeline.

For information only; no action requested.

8. Public Comment
There was no public comment.

The meeting was adjourned at 4:50 p.m.



San Juan Water District

RESOLUTION 11-17
PAYMENT OF BILLS AND CLAIMS

WHEREAS, the Finance Committee of the Board of Directors has reviewed the
bills and claims in the amount of $1,509,814.92; and

WHEREAS, the Finance Committee of the Board of Directors has found the bills
and claims to be in order.

NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of the San
Juan Water District as follows:

1. The bills and claims attached hereto totaling $1,509,814.92 are hereby approved.

2. That the depositary be and the same is hereby authorized to pay said bills and
claims in the total sum of $1,509,814.92 of the General Fund Account.

PASSED AND ADOPTED by the Board of Directors of the San Juan Water District on
the 12th day of October 2011, by the following vote:

AYES: DIRECTORS:
NOES: DIRECTORS:
ABSENT: DIRECTORS:

EDWARD J. “TED” COSTA
President, Board of Directors

TERI HART
Secretary, Board of Directors



Date: 10/12/2011

Time:  01:29PM SAN JUAN WATER DISTRICT 22%2,1 ossacs.rp}c
Aged AP - Summary
Period: 03-12 As of; 10/12/2011

Vendor Name Balance
AAACRANE AAA Sign Inc dba AAA Services 1,260.00
AIRGAS AIRGAS INC 304.23
ALPHADES GLENN WALKER 856.00
ASHBROOK Ashbrook Simon-Hartley 2,955.38
ASSMETWTR ASSOCIATION OF METROPOLITAN 3,176.35
AT&TWIRELS CINGULAR WIRELESS - ATLYS 931.07
AUBPLCRDIS Recology Auburn Placer 632.71
AWWACANY CA-NV SECTION AWWA 80.00
BARTKIEWI BARTKIEWICZ KRONICK & SHANAHAN 15,019.33
BRYCECONSU BRYCE CONSULTING INC 1,717.50
BUREAUMPR Bureau of Reclamation-MPR -15,241.14
CAL-CARD US BANK CORPORATE PAYMENT SYS 27,556.13
CALAIR JOHNSON CONTROLS INC {CALAIR) 169.59
CALSERVICE California Service Tool, Inc 3,771.25
CENTRLVAL CENTRAL VALLEY PROJT H20 ASSOC 648.59
CHECKPROC CHECK PROCESSORS, INC. 855.32
CISCO CISCO AIR SYSTEMS, INC 523.90
CITYFLSMWR CITY OF FOLSOM 32.30
CITYFOLSM CITY OF FOLSOM 2,097.65
CITYROSVL CITY OF ROSEVILLE 6,016.56
CLARKPEST Clark Pest Control 1,780.00
COSTA TED COSTA 787.74
DATAPROSE CSG SYSTEMS INC 11,867.54
DATCO DATCO SERVICES CORPORATICN 333.90
DAWSONOIL DAWSON OIL CO 7.686.60
DEPTHLTH DEPARTMENT OF PUBLIC HEALTH 16,406.1¢
DEWEY DEWEY SERVICES INC 82.00
DEZURIK DeZurik Apco Williamette 10,100.81
DURA FENCE DURA FENCE 150.00
EMERFUND EMERGENCY FUND 427.23
FEDERALEX FEDERAL EXPRESS CORP 23.79
FERNANDEZ Fernandez Gov't Solutions, LLC 9,000.00
FLSM LAND AMARJEET SINGH GARCHA 1,400.00
GARYWEBB GARY WEBB TRUCKING 4,042.75
GRAYBAR GRAYBAR ELECTRIC COMPANY INC 24413
GRAYMONT Graymont Western US, Inc 5,194.60
GROENIGER GROENIGER & COMPANY

784.75



Daie: 1071212011 SAN JUAN WATER DISTRICT Page:

Report: 036808.rp%
Aged AP - Summary
Period: 03-12 As of: 10/12/2011

Vendor Name Balance
HACH HACH COMPANY 1,202.58
HEROLDMIEL HEROLD & MIELENZ INC 488.11
HOPKINSTEC HOPKINS TECHNICAL PRODUCTS 564.43
INTEGRITYD Integrity Data & Fiber, Inc. 2,670.00
JIFCO Jifco, Inc. 23,408.39
KELLERGRP KELLER GROUP 297.49
KITCHELL Kathryn Kitchell 40.02
LUCYCO THE EIDAM CORPORATION 5,092.55
MBK MBK Engineers 416.75
MCC MCC Control Systems 15,211.80
MCCLUREG MCCLURE~GEORGE TOM 39.74
MCI MC1 WORLDCOM 72.20
MILLERKEN KEN MILLER 1,044.40
MONTLABS MONTGOMERY WATSON LABORATORIES 912.00
MORRISMARY MORRIS~MARY 141.85
NORMAC NORMAC, INC. 884.66
OCCUMED OCCU-MED, LTD 554.00
OFFDEPBUS OFFICE DEPOT BUS SERV DIV 518.02
OSCAR Oscar Larson & Asscciates 726.20
PACE Pace Supply Corp 3,039.73
PARC PARC Specialty Contractors 4,729.50
PAYROLL PAYROLL 573,978.32
PETERSON DAVE PETERSON 625.00
PG&E PG&E 19,671.32
PLACRCOWTR PLACER CO WATER AGENCY 75,000.00
RAWLES Rawles Engineering, Inc 2,525.00
REFUND? WARREN ADAMS INC 102.07
REFUNDS THORPE DESIGN 400.00
REFUNDS FOOTHILL FIRE PROTECTION 400.00
RFI RFI Enterprises Inc 997.00
RMC RAY MORGAN COMPANY 481.97
ROBERTW Robert W Miles, Consulting CE 17,457.31
ROCKLINWIN ROCKLIN WINDUSTRIAL CO 1,892.89
SCHEETZ SCHEETZ WELDING SERVICE INC 2,900.00
SIERRACHEM Sierra Chemical Co 8,097.11
SIERRAOFFC SIERRA OFFICE SYSTMS&PROD INC 2,220.08
SIGNIUS SIGNIUS INVESTMENT CORP 160.50
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SAN JUAN WATER DISTRICT Page:

Aged AP - Summary
Period: 03-12 As of: 10/12/2011

3
Report: 03680S.rpt

Vendor

Name Balance

SIGNSONE SIGNS IN 1 DAY INC 178.53
SMUD SMUD 39,491.84
SUNPOWER SunPower Corporation Systems 530,614.40
SUREWEST SUREWEST 1,904.31
SUTTER SUTTER MEDICAL FOUNDATION 55.00
SUTTERIND Sutter Med Foundation Counsult 787.50
THATCHER Thatcher Company of CA 18,577.93
TOBIN PAMELA TOBIN 1,000.00
UPS UNITED PARCEL SERVICE 80.00
UTILITYSER Utility Services Asociates 985.25
VERIZON AMERICAN MESSAGING 7.78
VIKING Viking Shred, LLC 150.00
WESTIN Westin Engineering 7,003.50
Report Total 1,494,573.78
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STAFF REPORT

To: Board of Directors

From: Mary A. Morris, Finance & Administrative Services Manager
Date: October 12, 2011

Subject: Other Post Employment Benefits (OPEB) Trust

RECOMMENDED ACTION
1. Forinformation and discussion only at this time to provide staff direction.

BACKGROUND

At the September 13, 2011 Finance Committee Meeting, staff reviewed the
attached staff report on proposed recommendation of an OPEB Trust. Directors
Costa and Miller voiced concerns related to pooling with other agencies,
investment management, termination ability and sustainability.

FINANCIAL CONSIDERATIONS
Staff has provided updated information in the table below to address the concerns
raised at that meeting for further discussion.

Concern

CERBT

Other OPEB Trust

Reporting of Funds

Separate account statement

Separate account statement

Pooling

Funds are not pooled with other
employers (see above)

Funds are not pooled with other
employers (see above)

Investments Diversified investments Diversified investments

3 portfolio options Multiple portfolio options
Fiduciary CalPERS CERBT Board District OPEB Trust Board plus
Responsibility Investment Advisor
Cost 20 basis points (.20%) Varies

Investment Advisor $0

Investment Advisor up to $40,000

Participants

311 Cities/Counties/Special
Districts

Unknown

Termination

Allowed three years after contract

Varies per Trust

Termination clause allows an agency to leave CERBT, three years after the initial
contract. If the District wanted to terminate prior to that, an option would be to stop
making new contributions to CERBT and pay ongoing post-retirement health from
those funds until such time as they were exhausted or allowed to transfer to
another Trust, whichever comes first.

Attachments: 9/14/2011 Staff Report - Other Post Employment Benefits (OPEB) Trust



STAFF REPORT

To: Board of Directors
From: Mary A. Morris, Finance & Administrative Services Manager
Date: September 14, 2011

Subject: Other Post Employment Benefits (OPEB) Trust

RECOMMENDED ACTION
1. Approve establishment of an Other Post Employment Benefits (OPEB) trust
fund organized under Section 115 of the Internal Revenue Code that
complies with the requirements of General Accounting Standards Board
(GASB) 45 within the California Employers’ Retiree Benefit Trust (CERBT)
Fund.
2. Transfer $1,010,790 from District reserve funds held in LAIF to CERBT.

BACKGROUND

As a result of the work of the Ad Hoc Retirement Committee in 2009, the District’s
Board of Directors elected to prefund the Annual Required Contribution (ARC) for
the District’'s OPEB Liability. While it is not required that an agency prefund,
establishing a trust to prefund offsets the District’'s OPEB liability. The District has
prefunded within District reserves $1,010,790 for OPEB.

District staff has evaluated options through research and contact with other
agencies as well as providers. Staff recently initiated a state-wide survey through
the California Society of Municipal Finance Officers. Of the agencies that
responded, 74% have selected CERBT to prefund OPEB. There are many
advantages of CERBT over other providers given the District’s staffing level, size
and lower magnitude of OPEB ARC. Other options would require the District to:
establish an OPEB Trust Fund Board, develop an investment policy, determine the
allocation of investments, and prepare financial statements for the Trust along with
related administrative duties. Smaller agencies, such as the District, have
leveraged CERBT for these activities. In addition, there are now several
investment options that the District can select within CERBT to allow some level of
control over the investment portfolio.

FINANCIAL CONSIDERATIONS

Investing the District's OPEB funds in the CERBT will significantly increase the
value of these funds due to investment returns of 25% and 13.4% for 2011 and
2010, respectively. This will assist the District in managing the costs for retiree
benefits and offset the ARC into the future. Since these are long-term funds there
will be fluctuation in value over the years due to highs and lows in the stock



market; however, the nature of the funds requires these equity types of investment
to produce the average anticipated returns.

Attachments:

Agreement and Election to Prefund OPEB Through CalPERS
Delegation of Authority to Request Reimbursements Resolution
Certification of OPEB Actuarial Information

Certification of OPEB Funding Policy

CERBT Statement of Investment Policy

CERBT Fund Facts



California Employers’ Retiree Benefit Trust

California Employers’ Retiree Benefit Trust
(CERBT) Fund

Objective

The investment objective of the California Employers’ Retiree Benefit
Trust Fund (The Fund) is to seek favorable returns that reflect the broad
investment performance of the financial markets through moderate
capital appreciation and through investment income. The Fund utilizes
the concept of diversification through asset allocation. It is designed to
carry a lower level of risk than a portfolio consisting entirely of common
stocks. There is no guarantee the Fund will achieve its investment
objective.

Strategy

The Fund is managed in accordance with the CalPERS Board-approved
asset class target allocations listed below and is strategically designed
for a moderately-aggressive balance between stocks and bonds within a
prudent level of risk and liquidity. The objective of stocks is to help build
the value of your portfolio over the long term while the objective of bonds
is to provide income and stability of principal. The Fund also invests in
other asset classes for diversification.

About the Fund’s Benchmark

CalPERS

June 30, 2011

CalPERS CERBT Target Allocation

@ US Equity B International Equity
OREITs O High Yield

O US Fixed Income

Performance as of June 30, 2011

The Fund’s benchmark is a composite benchmark composed of the Past performance does not Fund CalPERS CERBT
underlying asset class benchmarks weighted by asset class policy indicate future results (TR0 OIS
Return Gross Return

targets.

3 Months 1.28% 1.33%
Composition _

Fiscal YTD (7/1-6/30) 24.96% 24 .87%
Composition of the Fund is as follows:

1 Year 24.96% 24 .87%

i 3 Years 3.68% 3.82%

Asset Class Target Allocations

Inception To Date (6/1/07) 1.24% 0.51%
U.S. Equity 35%
International Equity 29% Performance data shown represents past performance and is no
U.S. Fixed Income 20% guarantee of future results. The investment return and principal

value of an investment will fluctuate so that an employer’s account
Real Estate Investment Trusts (REITs) 10% balance, when redeemed, may be worth more or less than their
High Yield Bond/Fixed Income 6% original cost. Current performance may be lower or higher than the
e 0% performance data shown above.




California Employers’ Retiree Benefit Trust

What Employers Own

Each employer owns a percentage of the Fund. The Fund is invested in
pooled asset class portfolios managed by CalPERS. Employers do not
have direct ownership of the securities in the portfolio.

Price

The value of the Fund changes daily, based upon the market value of the
underlying securities. Just as prices in individual securities fluctuate, the
Fund’s value changes with market conditions.

Information Accessibility

Since the Fund is not a mutual fund, information is not available from a
newspaper source. Instead, CalPERS provides an annual statement of
your account.

Prospectus Information

The Fund consists of assets managed internally by CalPERS. Because it
is not a mutual fund, a prospectus is not available. This summary is
designed to provide descriptive information.

Fund Assets: as of June 30, 2011

Total assets under management in the Fund is $1,845,735,147.

Assets Under Management Chart

California Employers’ Retiree Benefit Trust
Asset Growth Since Inception
as of June 30, 2011

- 2000
S 1750 _s”
5 1
% 1,500 /
£ 1250 /v
% 1000
g 750 ya
< /-\f\/
500
e
2 250 ‘_//
5} 0 _— - ‘
— ™~ ~ ~ o] @ @ @ (o2} (o2} (=2} (=2} o o o o - -
8 € 8§ 8 8 28 8§ &8 8 8 g & T T T T T g
5 S &8 = = &8 8 = = & &8 = = & s = = 3
[ «© « «©« «©« 0 0 «© «© 0 0 «© © «© 0 © © il
& & QO & B % A B B & & & & S & & @
(=] (=] ~ (=] (=] (=3 — (=] (=] (=3 — (=] (=] (=3 — (=] (=]

CalPERS

June 30, 2011

Expenses

Expenses are an important aspect of investing. To pay for the
administration and management of the Fund, each employer is charged
a fee, which is calculated as a percentage of the amount the employer
has in the Fund. Even if the Fund loses money during a period, the fee is
still charged. Although an annual fee may seem relatively small, its effect
on performance over time can be substantial. The CalPERS Board
annually reviews the fees and operating expenses and changes may be
made if appropriate.

Expenses for the Fund are calculated at fiscal year-end based on the
average daily balances of all assets contained within the Fund. These
expenses are accrued during the year, then applied after fiscal year-end
valuation. Costs applied to each employer will represent their
percentage of the assets held in the Fund.

Portfolio Manager Information

Since the 1930s, investments by CalPERS have provided income (in the
form of interest, dividends, and capital gains) for its members. The Fund
is managed by CalPERS Investment Office staff.

An investment in the Fund is not a bank deposit, and it is not insured nor
guaranteed by the Federal Deposit Insurance Corporation (FDIC) or any
other government agency.

For current performance information, including performance
to the most recent month-end, investment policy, and
detailed asset allocation, please visit our website at
www.calpers.ca.gov.




California Employers’ Retiree Benefit Trust

Additional Disclosures

A Note About the Fund’s Risk

The Fund'’s risks depends in part on the Fund’s asset class allocations
and the selection, weighting and risks of the underlying investments. The
degree to which the following risks apply to the Fund may vary according
to the Fund’s asset allocation: allocation risk, market risk, interest rate
risk, credit risk, foreign risks such as political risk and principal loss.

Risk Level of the Fund

Low Medium High

CalPERS

June 30, 2011

What are the Fund’s principal risks?

The degree to which the risks described below apply to the Fund may
vary according to the Fund’s asset allocation.

Allocation Risk — The Fund’s ability to achieve its investment objective
depends in part on the managers determining the Funds’ sector
allocations and in selecting and weighting the underlying funds. The
managers’ evaluation and assumption regarding asset classes and
underlying funds may differ from actual market conditions.

Market Risk — The value of the Fund’s shares will go up and down
based on the performance of the underlying funds in which it invests.
The value of the underlying funds’ shares will, in turn, fluctuate based on
the performance of the securities they own and other factors generally
affecting the securities market.

Interest Rate Risk — Generally, when interest rates rise, the value of an
underlying fund’s fixed income securities will decline. The opposite is
true when interest rates decline.

Credit Risk — The value of an underlying fund’s fixed income securities
will be adversely affected by any erosion in the ability of the issuers of
these securities to make interest and principal payments as they become
due.

Foreign Risk — Some of the underlying funds invest in foreign securities,
which are generally riskier than U.S. securities. As a result, the Fund is
subject to foreign risk, meaning that political events (such as civil unrest,
national elections and imposition of exchange controls), social and
economic events (such as labor strikes and rising inflation), and natural
disasters occurring in a country where the funds invest could cause the
Funds’ investments in that country to experience gains or losses.

Principal Loss — At any given time an employer’s shares may be worth
less than the price paid for them. In other words, it is possible to lose
money by investing in the Fund.



STAFF REPORT

To: Board of Directors

From: Mary A. Morris, Finance & Administrative Services Manager
Date: October 12, 2011

Subject: Fiscal Year 2010-2011 Annual Audit and Comprehensive Annual

Financial Report—Final Draft

RECOMMENDED ACTION
1. Forinformation only—no action requested at this time.

BACKGROUND

The District currently contracts with Marcia Fritz & Company to perform the annual
audit of the District’s financial records. The Fiscal-Year 2010-2011 Audit is nearly
complete and the final draft Comprehensive Annual Financial Report (“CAFR”) is
attached for your review. The presentation is scheduled for October 26, 2011.

FINANCIAL CONSIDERATIONS

The audit is on schedule with no additional charges above the contract amount of
$21,000.

Attachments: Fiscal Year 2010-2011 Comprehensive Annual Financial Report
















































































































































































































































San Juan Water District
Demographic and Economic Statistics
Last Ten Fiscal Years

Wholesale Total Personal Per Capital Unemployment

Population Retail Population Income Personal Income Rate
2002 185,000 28,228 $ 37,225,183 $ 29,386 5.60%
2003 188,400 28,734 $ 38,649,539 $ 29,686 6.10%
2004 181,584 28,776 $ 40,789,349 $ 30,686 5.70%
2005 185,996 29,056 $ 43,462,957 $ 32,192 5.00%
2006 188,786 30,442 $ 45,653,787 $ 33,521 4.70%
2007 191,051 30,512 $ 48,313,850 $ 35,197 5.20%
2008 193,554 30,605 $ 50,157,252 $ 36,340 6.80%
2009 196,089 30,578 $ 54,177,837 $ 39,076 11.30%
2010 180,000 30,641 Not yet available 12.40%
2011 180,548 30,615 Not yet available 12.30%

Note:

Wholesale population includes estimates of of Citrus Heights Water District, Fair Oaks Water District, Orange
Vale Water Company, San Juan Water District Retail and City of Folsom (served by San Juan Water District
Wholesale).

Source:
San Juan Water District Urban Water Management Plan; California State Department of Finance; California State
Employment Development Department
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San Juan Water District
Staffing - Certificates - Licenses by Function/Program
Last Ten Fiscal Years

Full-Time Equivalent Employees as of June 30

Last Ten Fiscal Years by Function/Program

Executive

Conservation

Customer Senice

Engineering Senices

Field Senvices

Finance/Administrative Services

Water Treatment Operations
Total

Actual Versus Budgeted

Executive

Conservation

Customer Senice

Engineering Services

Field Services

Finance/Administrative Services

Water Treatment Operations
Total

Certificates and Licenses

California Department of Health Senices Water Distribution Operator

Grade 1
Grade 2
Grade 3
Grade 4
Grade 5

California Department of Health Senices Water Treatment Operator

Grade 1
Grade 2
Grade 3
Grade 4
Grade 5

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
3 3 3 3 3 3 3 3 3 3
5 3 3 3 3.5 3.5 3.5 3.5 5 5
4 4 4 3 3 3 3 3 3 3
4 4 4 3 3 3 3 3.5 4 4

17 18 16 15 16 17 17 17 15 15
3 3 3 4 4 5 5 5 5 5
10 10 11 10 10 10 10 10 10 10
46 45 44 41 42.5 44.5 44.5 45 45 45
FY 2001 FY 2011
Filled as of Filled as of

June 30 Budgeted June 30 Budgeted

3 3 3 3

5 5 5 5

3 3 3 3

4 4 4 4

18 18 15 15

3 3 5 5

10 10 10 10

46 46 45 45

AWWA Cross-Connection Control Program
California Professional Civil Engineer's License
California Certified Municipal Treasurer
California Special District Administrator

June 30, 2011

Source: San Juan Water District Finance & Administrative Senvices Division

Note: The 2005 Human Resource Master Plan re-allocated positions within the District and added 2 positions.

N = 00N =

N N =)
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San Juan Water District
Wholesale Water System Capital Asset and Operating Indicators
Last Ten Fiscal Years

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Facilities:

# of Treatment Plants 1 1 1 1 1 1 1 1 1 1
Plant Capacity (MGD) 120 120 120 120 120 120 120 120 120 120
# of ARVs 71
# of Blow-offs 52
# of Fire Hydrants 13
# of Valves 21
# of Pumping Stations 3 3 3 3 3 3 3 3 3 -

# of Storage Tanks/Reservoirs 2 2 2 2 2 2 2 2 2 2

Water Supply Available:

Pre-1914 Water Rights 33,000 33,000 33,000 33,000 33,000 33,000 33,000 33,000 33,000 33,000
USBR/CVP Water Contract 24200 24,200 24,200 24,200 24,200 24200 24,200 24,200 24,200 24,200
PCWA Contract 25,000 25,000 25000 25000 25,000 25000 25,000 25,000 25,000 25,000
Total Water Supply 82,200 82,200 82,200 82,200 82,200 82,200 82,200 82,200 82,200 82,200

Water Supply Delivered:

Pre-1914 Water Rights 31,639 28205 36,761 30,761 35476 35402 32539 28,999 30,364 32,732
USBR/CVP Water Contract 9571 4585 5225 7,013 5947 9908 7,884 7,022 418 1211
PCWA Contract 11,503 13,037 13,980 11,998 11,802 12249 12,818 11,301 9,075 8574

Total Water Supply Delivered 52,613 45,827 55,966 49,772 53,225 57,559 53,241 47,322 39,857 42,517

Production (average in acre feet):

Five Year 64,438 67,616 68,703 70,319 70,217 69,559 68,168 64,669 61,047 59,005
Ten Year 57,604 60,302 61486 64,520 64,992 67,421 68044 67,248 65683 64,455
Fifieen Year 55,940 57,071 57,861 59,578 60,211 62,200 62,948 63,263 63,363 63,880
Twenty Year 54,574 56,762 57,354 58,399 58937 59,626 59,885 60,140 59,945 60,385

Connections: @
San Juan Water District (retail) 9,992 10,200 10,079 10,288 10,306 10,339 10,345 10,348 10,373 10,368

Citrus Heights Water District 19,120 19,249 19,302 19,265 19,486 19,498 19,573 19,547 19,573 19,541
Fair Oaks Water District 13,588 13554 13,577 13,544 13,848 14,469 14,474 14134 14,128 14,480
Orange Vale Water Company 5195 5209 5277 5324 5518 5566 5572 5498 5528 5572
City of Folsom 981 981
Total Connections 47,895 48,212 48,235 48,421 49158 49,872 49,964 49,527 50,583 50,942
Population © 185,000 188,400 181,584 185,996 188,786 191,051 193,554 196,089 180,000 180,548

M Pump staions were assigned directly to Retail beginning January 1, 2011. Prior to that, costs were recovered through the Wholesale
Rate charged to SUIWD Retail.

@ Connectons in ltalic are projected as that agency's fiscal year end is 12/31.
_(,S)Ihe,l?,is,",i,‘?t updated population stafistics in its 2010 Urban Water Management Plan.



San Juan Water District

Wholesale Water Production by Month
Last Ten Fiscal Years
(in million gallons)

Month 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

July 3,242 3,181 3,175 3,110 3,255 3,099 2,563 2,937 2,292 3,240
August 3,099 2,901 2,938 3,053 3,101 3,226 2,409 2,917 2,095 3,126
September 2,642 2,577 2,909 2,787 2,670 2,932 1,907 2,427 1,844 2,607
October 2,164 2,004 2,403 1,852 2,166 2,116 1,170 1,646 1,413 1,873
November 1,217 1,117 1,151 1,014 1,466 1,138 878 857 1,059 786
December 938 1,015 980 1,039 1,048 968 661 764 679 780
January 929 946 922 933 881 1,065 559 728 722 719
February 856 852 793 831 819 962 537 631 673 619
March 1,070 1,146 1,293 1,035 812 1,308 1,325 620 538 617
April 1,587 1,130 2,057 1,313 980 1,732 2,021 1,405 577 1,186
May 2,481 1,845 2,870 1,926 2,510 1,793 2,639 1,854 1,285 1,793
June 3,001 3,019 3,101 2,696 3,004 2,323 2,791 2,112 2,544 2,042

Annual Total 23,226 21,733 24,592 21,589 22,712 22,662 19,460 18,898 15,721 19,388

Average

Monthly

Water
Production 1,936 1,811 2,049 1,799 1,893 1,889 1,622 1,575 1,310 1,616

Average
Daily Water
Production 63.6 59.5 67.4 59.1 62.2 62.1 53.3 51.8 43.1 53.1
Source: San Juan San Juan Water District Wholesale Operations Division
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San Juan Water District
Retail Water System Capital Asset and Operating Indicators
Last Ten Fiscal Years

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Facilities:
Miles of Main Line 144 165 203 210 2135 2135 213.5 214 214 214
# of ARVs 768
# of Blow-offs 788
# of Fire Hydrants 1,412
# of Valves 2,761
# of Pumping Stations 5 5 5 5 5 5 5 5 5 8
# of Storage Tanks/Reservoir 3 3 3 3 3 3 3 3 3 3
Connections:
Single-Family Residential 9,746 9,753 9,752 9,756 9,761 9,778 9,780
Muli-Family Residental 118 118 17 121 121 119 119
Commercial 187 190 217 215 215 239 238
Institutional 12 " " 1 11 " 1
Landscape Irrigation 213 222 230 230 228 214 208
Agricultural Irrigation 4 4 4 4 4 4 4
Other 8 8 8 8 8 8 8
Total Connections 9,992 10,200 10,079 10,288 10,306 10,339 10,345 10,348 10,373 10,368
Total New Connections 267 208 (121) 209 18 33 6 3 25 (5)
Consumption (units of ccf): )
Single-Family Residential 5,043,423 5,680,870 5,392,177 5,020,192 4,369,153 4,327,393
Muli-Family Residental 90,785 99,732 92,353 96,145 87,162 80,391
Commercial 155,681 173,631 167,395 149,209 171,923 197,402
Institutional 98,444 104,898 103,931 93,052 81,364 68,920
Landscape Irrigation 425275 503,444 501,790 453,918 358,816 355,991
Agricultural Irrigation 5,361 4,531 8,808 8,144 9,282 7,612
Other 886 1,200 970 802 789 927
Total Consumption 5,819,855 6,568,306 6,267,424 5,821,462 5,078,489 5,038,636
Average Daily Consumptio 15,945 17,995 17171 15,949 13,914 13,804
Population 28,228 28,734 28,776 29,056 30,442 30,512 30,605 30,578 30,641 30,615

“)Beginning on January 1, 2005, the District was fully metered; data prior to that ime is not available.
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San Juan Water District
Retail Water Connection Fee Report
Per Government Code Section 66013(d) and (e)
Fiscal Year Ended June 30, 2011

Connection Fees, beginning balance $ 2,400,925
Connection Fees Collected $ 144,071
Interest Earned 16,446
Fees Available 160,517
Applied to:
Capital Costs Funded $ 65,910
Refunds -
Total Funds Applied 65,910
Net Changes for the Year 94,607
Connection Fees, ending balance $ 2,495,532

California Government Code (CGC) Section 66013 (c) requires the District to place capital facilities
connection fees received and any interest income earned from the investment of these monies in a
separate capital facilities fund. These monies are to be used solely for the purposes for which they
were collected and not commingled with other District funds.

CGC Section 66013(d) requires the District to make certain information available to the public within
180 days after the close of each fiscal year. CGC Section 66013(e) allows the required information
to be included in the District's annual financial report. The Retail Water Connection Fee Report
meets this requirement.

Capacity fees are imposed for initiating water connection service by the District at the request of the
customer. No fees are imposed upon real property or upon person as an incident of property
ownership, but rather as a condition of service.

The District's 10-year Capital Improvement Plan shows these connection fees will be utilized in the
amount of $XX for growth/expansion related capital projects.

Source: SJWD Finance & Administrative Senices Division
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' STATE OF CALIFORNIA Jerry Brown, Governor

DEPARTMENT OF INDUSTRIAL RELATIONS
Division of Occupational Safety and Health
Northern CA Process Safety Management
1450 Enea Circle, Suite 550

Concord, CA 94520

Ph: (925) 602-2665

Fax: (925) 602-2668

www.dir.ca.gov

cfritz@dir.ca.gov
10/04/11
TO: San Juan Water District-Sidney Peterson Water Treatment

FROM: Carla Fritz
Cal OSHA Compliance Engineer

SUBJ: Program Quality Verification (PQV)

Your facility has been randomly selected by the Northern California Process Safety
Management district office for investigation into your compliance with Title 8 CCR §5189
Process Safety Management of Acutely Hazardous Materials. Pursuant to this
investigation, please provide copies of the documents identified on the attached
Document Request for my review and case file by 10/18/11.

Please be advised that I may request additional documents. The documents may be
provided electronically via email, CD, thumb drive, and/or paper copies.

My inspection will consist of an opening conference with a member of your
management team, a tour/inspection of your facility, and interviews with employees. 1

will take photographs during the walk-around. A typical inspection involves one to two
days on site.

Thank you in advance for your cooperation.

g

Carla Fritz

Cal Osha No. CA PSM
(925) 602-5779
(925) 602-2668 (fax)

Ref: 314328535



' STATE OF CALIFORNIA Jerry Brown, Governor

DEPARTMENT OF INDUSTRIAL RELATIONS
Division of Occupational Safety and Health

No. CA Process Safety Management

450 Enea Circle, Ste. 550

Concord, CA 94520

Ph: (925) 602-2665

Fax: (925) 602-2668

San Juan Water District — Sidney Peterson Water Treatment Plant

Pursuant to my inspection as a Cal/OSHA Safety Engineer, please provide copies of the
following documents for my casefile and review.

Please postmark response by: 10/18/11
Received by: Title

1) Injury & Iliness Prevention Program
2) Hazard Communication Program, plus master list of MSDS

3) Respiratory Protection Program
> Fit test records, last 2 years
> Medical evaluations

4) Injury & Iliness Log 300 2010 & 2011 to present (nét summary)
5) Process overview/description for each PSM-covered process

6) Total quantity of Acutely Hazardous Materials on site (AHM)

7) PSM Program Manual

8) Process Safety Information, including:
Hazard information for AHM used in each process
Information pertaining to the technology of the process

Information pertaining to the equipment in the process
P&ID's & process flow diagram

Electrical classification for each process

Ventilation system design basis

Location & description of all sensors/detectors
Location of all eyewash &/or eyewash/shower units
Relief system design basis

VVVVYVVVYYVY

9) Original Process Hazard Analysis, plus

> All RMP/PHA revalidations

> PHA team members: names & job duties

» Recommendations & corrective actions taken (all PHA & RMP)
>

Most recent Compliance Audit



Document Request for: San Juan Water District-Sidney Peterson Water Treatment
Page 2

10) Written Operating Procedures, including:
> Normal, temporary, emergency
» Operating limits
> Consequences of deviation & steps to correct/avoid deviation
> Opening process equipment or piping
> Hot Work

11) Documented training for all employees operating or maintaining a process, including:

> Initial, refresher & supplementat training, LOTO, Confined Space, Haz Com, etc.
> Training certificates (ex: operator certification, forklift, Hazwoper)

12) Contractor Safety Plan, plus documentation of periodic evaluations of contractor
performance (last 2 years)

13) Written maintenance procedures for process equipment, piping & valves, alarms, gas
detectors, sensors, instrumentation, emergency response equipment

14) Inspection, testing & certification records for all process equipment, piping, valves, alarms,
gas detectors, sensors, instrumentation, lifting devices (cranes, hoists, lift beams)emergency
response equipment (ex: SCBAs)

15) Maintenance & repair records for all process equipment, piping, appurtenances, alarms,

lifting devices (cranes, hoists, lift beams), instrumentation,emergency response equipment (to
be defined)

16) Mechanical ventilation system annual ventilation rate test records

17) Records of all welded repairs to any pressure vessels, including welder & procedure
qualification records

18) Management Of Change (MOC) Program, including documentation of changes in employee
training, process safety information, & operating procedures resulting from process changes

19) Copies of any and all MOC

20) Employee Participation Program

21) Documentation of investigation of any incident involving or impacting a covered process
22) Emergency action & response plan (p/us training documentation)

23) Lockout/Tagout Program (p/us annual certifications, last 2 years)

24) Confined Space Program (p/us entry permits, last 2 years)

314328535



MEMORANDUM

TO: SAN JUAN WATER DISTRICT BOARD OF DIRECTORS
FROM: RYAN BEZERRA

DATE: OCTOBER 5, 2011

RE: UPDATE ON CVP AND DELTA MATTERS

We have been monitoring, and participating in, matters related to the Central
Valley Project (CVP) and the Sacramento-San Joaquin Delta for the District, as well as
for several other water agencies that our firm represents. These matters could have
substantial impacts on the District by, among other things: (1) reducing the amount of
surface water that the District can use; and (2) increasing the District’s costs by requiring
the District to pay fees to one or more state agencies in order to support state programs to
restore the Delta’s environmental resources. Since 2000, populations of fish that reside
in, and migrate through, the Delta have declined significantly, causing federal and state
resource agencies to apply new regulatory requirements in the Delta and to propose new
requirements that would apply upstream of the Delta. The Delta’s problems also caused
the Legislature to enact a package of comprehensive water legislation in 2009. That
legislation included Senate Bill 7, which requires the District to reduce its per capita
water use 20% by 2020.

In the last month, the most significant developments were: (1) strong comments
by federal District Court Judge Oliver Wanger concerning the scientific information that
has supported much of the recent discussion about possible increased streamflows for the
Delta; and (2) release of a new agreement among the water agencies that are preparing
the Bay-Delta Conservation Plan (BDCP) as a means of obtaining 50-year permits for the
export of water from the Delta under the federal and state Endangered Species Acts. In
addition, the draft environmental impact report (EIR) for the Delta Plan continues to be
delayed, which may prevent the Delta Stewardship Council (Delta Council) from meeting
the statutory January 1, 2012 deadline for that Plan’s adoption.

1. Judge Wanger’s Comments

As discussed in our September 2011 update, Judge Wanger, who sits in Fresno,
partially enjoined the Bureau of Reclamation's and U.S. Fish and Wildlife Service's
(USFWS) implementation of the fall X2 requirement from the 2008 Delta smelt
biological opinion (2008 BO). The X2 standard essentially reflects the line between salt
and fresh water in the Delta. USFWS and environmental groups have asserted that, when
X2 is closer to the Golden Gate Bridge (i.e., X2 is “lower”), conditions for Delta smelt

-1- 8617/M100511rsb Legal Update



are better because there is more habitat in which Delta smelt can feed and grow. They
assert that Delta smelt populations crashed in the early 2000’s largely because X2 moved
further upstream during that period as a result of water project operations. This theory
underlies much of the pressure for increasing Delta streamflow requirements.

As also discussed in our September 2011 update, Judge Wanger’s recent decision
questioned the science underlying USFWS’s X2 standard. In an open court hearing on
September 19, 2011, Judge Wanger made oral comments that went well beyond simply
questioning Reclamation’s and USFWS’s science to support the X2 standard. Judge
Wanger stated that he found that Reclamation’s and USFWS’s experts acted in bad faith
and as “zealots” — Judge Wanger’s word — and that he had never seen anything like these
experts’ testimony in his many years as a federal court judge. (Judge Wanger retired as a
federal court judge on September 30, 2011, after serving for about 20 years.)

Judge Wanger’s strong comments may be particularly important because the
federal experts” work that he found to be “incredible,” contradicted by their own work,
“speculation,” and “an attempt to mislead and to deceive the court” — again Judge
Wanger’s words — has been used by other agencies to support claims that higher Delta
flows are needed to support the recovery of Delta smelt. For example, one of the two
scientists about whom Judge Wanger made his comments was Dr. Frederick Feyrer of
Reclamation. The State Water Resources Control Board (State Board) explicitly relied
on Dr. Feyrer’s X2 work in its 2010 Delta flow criteria report, which asserted that 75% of
the natural runoff of the Delta watershed — including the American River — should flow
out of the Delta in order to provide ideal conditions for Delta fish.

Judge Wanger’s strong comments could make it difficult for regulatory agencies
to continue to rely on the existing work of the experts that he criticized in developing
future streamflow recommendations and standards. This is in turn could affect how Delta
streamflow issues are addressed more generally, which potentially could reduce pressure
on water suppliers like the District to reduce their water use in order to support higher
streamflows.

2. Bay Delta Conservation Plan

The recent severe declines in Delta fish populations resulted in significant
limitations on the amount of water that the CVP and the State Water Project (SWP) could
export from the Delta to the San Joaquin Valley and southern California. The CVP and
SWP contractors that receive those exports accordingly are working on BDCP, which
would provide at least the SWP, and potentially the CVP, with 50-year permits under the
state and federal Endangered Species Act for the operation of the Delta-export pumps.
The main piece of BDCP would be a new canal or tunnel that would divert water from
the Sacramento River just south of Sacramento and convey that water around or under the
Delta to the CVP’s and SWP’s existing pumps near Tracy. There has been significant
concern among upstream water agencies like the District that BDCP could result in the
implementation of Delta streamflow requirements that could require reductions in
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upstream water uses, even though, unlike Delta-export agencies, upstream agencies
would receive no regulatory assurances under BDCP.

The agencies involved with BDCP have spent well over $100 million in
developing BDCP, but its schedule often has been uncertain. In late August 2011, the
agencies involved with BDCP signed a new memorandum of agreement (MOA) that
explains BDCP’s proposed schedule and generally describes what funding commitments
those agencies are making to complete BDCP. That MOA became publicly available in
September 2011.

Under the MOA, the agencies involved in BDCP agreed to the following
schedule:

Spring 2012 Completion of administrative draft of BDCP EIR/EIS
May 2012 Public release of public review draft of BDCP EIR/EIS
February 15, 2013  Adoption of record of decision approving BDCP.

The MOA also states that the involved agencies will release a financing plan
concurrently with the public review draft of the BDCP EIR/EIS. Under the MOA,
however, the agencies that receive Delta-export water only agreed to provide funding to
reach “the first milestone,” which the MOA defines as completion of the administrative
draft of the BDCP EIR/EIS. The MOA says that those agencies “will consider funding
the additional milestones,” which the MOA defines as the “public review draft of the
BDCP and EIS/EIR” and the “final BDCP and EIR/EIS.”

The new MOA has at least two important implications. First, it indicates that the
agencies that are funding work on the BDCP have not yet committed the funds necessary
to complete work on the BDCP. Second, it indicates that those agencies probably will be
making decisions about whether to fund completion of the BDCP in the middle of 2012,
which may be the same time that the Legislature is considering possible amendments to
the $12 billion water bond that is currently on the November 2012 ballot. The BDCP
agencies’ decisions about whether and how to fund completion of the BDCP may affect
the Legislature’s consideration of the 2012 bond and other water issues that may become
linked to the 2012 bond.

3. Delta Stewardship Council and Delta Plan

As previous updates have discussed, the 2009 water legislation requires the Delta
Council to adopt a Delta Plan by January 1, 2012 and the Council’s drafts of that plan
have suggested that the Council intends to: (A) try to regulate water agencies’ activities
outside of the Delta to the maximum extent it can under that legislation; (B) encourage
the State Board to adopt new Delta flow standards that could impact upstream diversions;
and (C) develop, and propose that the state adopt, fees on water diversions, among other
activities, to fund Delta-related state programs.
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On August 2, 2011, the Delta Council’s staff released its fifth draft of the Delta
Plan. When the staff released that draft, it stated that the Council planned to circulate its
draft EIR for the draft Delta Plan on September 1. At the Council’s August 26 meeting,
however, the Council’s Executive Director Joe Grindstaff announced that the draft EIR
would not be circulated on September 1 and that he did not have a specific target date for
its circulation.

To date, the Delta Council has not released the draft EIR for the Delta Plan and
there continues to be no indication when it will do so. It appears that the Delta Council
now is unlikely to meet the January 1 deadline to complete the Delta Plan because: (1)
the draft EIR must have a 45-day public review period; and (2) after the completion of
that period, the Council must give the state Office of Administrative Law time to review
the draft Delta Plan. Even if the Delta Council were to prepare responses to comments
on the draft EIR very rapidly, the Council would be unlikely to complete its work before
January 1, 2012.

We expect that, when the draft Delta Plan EIR is released for public comment,
many upstream water agencies will seek to coordinate their efforts in making comments.
We plan to work with the District’s General Manager and Regional Water Authority in
this effort.
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San Juan Water District
Executive Committee Meeting Minutes
September 27, 2011 — 1:00 p.m.

MEMBER ATTENDEES
Chuck Rose

David Kane

Bob Churchill

Tom Gray

Kyle Ericson

Sharon Wilcox, Chair
Kevin Thomas

Ed Formosa, Vice Chair
Ted Costa

Ken Miller

Shauna Lorance
Keith Durkin

Teri Hart

AGENDA ITEMS

l. Call to Order

Il. Visitors

1. Public Comment
V. Review Agenda
V. Review Minutes
VI. New Business
VIl.  Old Business
VIIl.  Standing Items
IX. Other Items

X. Future Meeting Dates

Xl.  Adjournment

l. Call to Order

Chairperson Sharon Wilcox called the meeting to order at 1:02 p.m.

I. Visitors

There were no visitors.

Citrus Heights Water District

Citrus Heights Water District

Citrus Heights Water District

Fair Oaks Water District

City of Folsom

Orange Vale Water Company
Sacramento Suburban Water District
Sacramento Suburban Water District
San Juan Water District

San Juan Water District

San Juan Water District

San Juan Water District

San Juan Water District

DRAFT



Executive Committee Meeting Minutes
September 27, 2011
Page 2

lll.  Public Comment
There was no public comment.

IV. Review Agenda
There were no changes to the agenda.

V. Review Executive Committee Meeting Minutes
The minutes of the July 26, 2011 meeting were unanimously approved.

VI. New Business
¢ Folsom Reservoir Operation Plan
Mr. Durkin reported that he attended a two hour stakeholder workshop on
August 18" conducted by the U.S. Army Corps of Engineers on the Flood
Management Operations Study for Folsom Dam. The purpose of the study is
to “develop, evaluate, and recommend changes to flood control operations of
Folsom Dam to further reduce flood risks to the Sacramento area.” The study
was triggered by the joint federal project and dam safety improvements
currently under construction.

This first workshop was conducted to give a very high level, 30,000 foot
overview of the study, associated environmental work, and stakeholder
involvement process. Some points from the workshop:

e The Corps authority is limited to prescribing regulations for use of storage
allocated for flood control.

e Although the Corps only maintains authority for managing flood control,
they recognize the other purposes of Folsom Reservoir and will strive to
minimize impacts on those other purposes. “Where possible, they will
incorporate stakeholder input on ways to minimize impacts.”

e USBR owns, operates, and maintains the dam, but they are required by
law to operate within the Water Control Diagram (WCD) provided by the
Corps.

e Current WCD requires 400,000 to 670,000 ac-ft of flood control space in
Folsom. Other than time of year historical/statistical data, available
upstream storage is the only other consideration taken into account in the
WCD.

e The water purveyors in the region have been requesting that the Corps
use real time data gathering, instrumentation monitoring and other control
systems to manage flood control at Folsom.

e The Corps described the planning process as being “transparent” and
coordinated with partners, stakeholders and the public. However, some
comments seemed to imply coordination may be constrained by schedule
limitations and the Corps primary mission of flood control.

e They were very careful to say they recognized they needed to balance
flood control operations with the other resource needs of Folsom, and they
used words like “optimize” benefits to other resources. But they stopped
short of saying they would minimize or mitigate impacts.
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e The Corps formed a technical workgroup which includes USBR, DWR,
SAFCA, National Weather Service, power providers, and Fish and
Wildlife. Notably, water purveyors were left off the list!

SJWD, and other water purveyors, will be working with the Corps to have a
“seat at the table” to make sure our interests are considered in the study.
USBR understands our concerns and is assisting in being our advocate.

Mr. Durkin will keep the committee updated as information becomes
available.

¢ Delta Smelt Biological Opinion meeting
Ms. Lorance reported that she received an update that the joint BO will not be
coming out until 2015 since the Bureau is waiting for a project from the Bay
Delta Conservation Plan. The Smelt BO will come out in approximately two
months and then the NEPA process will start and should be completed about
December 2012. The Salmon BO is still pending.

Ms. Lorance mentioned that she spoke with the Bureau and informed them of
the SMUD analysis which looked at the BOs and the requirement for 75%
inflow to the Delta. The analysis showed that Shasta did not empty only 7 out
of 80 years, which in turn means that Folsom operations would reflect the
same. In addition, she informed them of the Water Forum study which shows
significant impacts from both BOs. The Bureau had not heard of this analysis
from their interior modeling. Therefore, a meeting is being set up to address
these issues prior to the Smelt BO being released. Ms. Lorance commented
that this will help enforce the reasoning for conducting the water control
diagram using real time data. Mr. Formosa commented that the SMUD
modeling shows that the Delta plan is not sustainable.

¢ Change dates for November and December meetings
The committee discussed the upcoming holiday season and decided to
combine the November 22" and December 27" meetings into one meeting
on December 13™.

VII. Old Business
¢ Mutual Aid Agreements
Mr. Durkin informed the committee that to date all agencies except Fair Oaks
Water District have approved the agreement. He is now obtaining the
signatures on the same agreement document from each of the agencies.

¢ FY 2010-11 Wholesale Capital Improvement Project Summary
Mr. Durkin informed the committee that the SJWD Engineering Committee
suggested that the FY 2010-11 Wholesale Capital Improvement Project
Summary be reviewed at the Executive Committee meeting. The document
will be attached to the meeting minutes.
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¢ Update on Success of Changes to WTP Coagulant Chemicals

Mr. Durkin conducted a presentation on the success of the WTP Coagulant
Chemical change. He explained that by changing the chemicals at the WTP
the District has saved a significant amount of money. The initial savings
projection for chemical costs alone was $30,000-$35,000 annually; however,
that estimate has been updated to be an annual savings of $150,000-
$200,000. In addition to the cost savings, the process increased the
production capacity of the WTP.

¢ Updated schedule for the USBR CVP Water Shortage Plan
Ms. Lorance informed the committee that the District has been working with
the Bureau on the CVP Water Shortage Plan since 1995. The Bureau is
looking at how they will analysis the environmental document on the shortage
plan and that should be figured out by November/December of this year.
Once that is complete, they will work on a draft EIS which will be out by
November/December 2012.

Standing Items (as needed)

Fair Oaks 40

Mr. Durkin informed the committee that the project is moving forward with
separate designs for the ARC Crossing and for the pipeline rehabilitation. The
ARC Crossing phase will go out for bid in October. District staff will be installing
a valve at the ARC Crossing on October 3", in order to inspect the pipeline for
possible lead content in the joints and to confirm the welding technique to be
used for joint repairs prior to finalizing the bid packet. The design phase of the
pipeline rehabilitation project is approximately 75% complete.

Groundwater Pumping Update
OVWC — Not pumping.

FOWD - Mr. Gray distributed a report which he completed on the FOWD
groundwater pumping operations which shows operating at approximately 10%
of demands. A copy will be attached to the meeting minutes.

SSWD - Utilizing groundwater only to cover the water demands that cannot be
met with surface water, which is approximately 50% due to being a wet year.

CHWD - Operating five wells, rotating one well every week, 80 af per month as
maintenance.

Agency Updates

Each agency provided a brief update on operations and the status of ongoing
capital improvements projects.

Orange Vale Water Company:
No report.
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Citrus Heights Water District:

Mr. Churchill reported that CHWD Board approved no rate increase for 2012
which saves them approximately $10,000 in mailing costs due to the Prop. 218
mailing requirement. The Auburn Blvd Project of 3,000 feet of pipeline is about
to begin and the Mariposa Project is almost complete. The CHWD budget for
2012 is approximately $9 million in operating and $3 million in capital.

Sacramento Suburban Water District:

Mr. Formosa reported that they are moving ahead with the design on the Coyle
well as reported at the last meeting. They are utilizing Prop. 84 grant funds to
increase meter installation by about 200-300 units. In addition, they are looking
at the CTP pump back facility to be covered by Prop. 84 grant funding. They are
in final interviews for their water conservation position. He also reported that
there have been several fire hydrants opened at night due to vandalism.

Fair Oaks Water District:

Mr. Gray reported that FOWD completed the meter installation with the exception
of about 80 meters. FOWD received 57 protest letters in response to converting
to metered rates, several of which were from customers that would actually see
their rate decrease under meter rates.

San Juan Water District:

Mr. Durkin reported that the SCADA project is in the construction phase and we
are completing submittal reviews. The Solar Project is producing slightly more
energy than anticipated. The project came in under budget.

Folsom:

Mr. Ericson reported that Folsom is converting to metered rates once the notice
period has elapsed. Customer bills will include the metered rates over the next
year starting in January to show them what their charges will be after the initial
transitional year.

Other Items
Mr. Gray inquired how many agencies have standby fire service charges. CHWD
and OVWC responded they have a charge on a few commercial customers.

Future Meeting Dates
e October 25, 2011
e December 13, 2011

Adjournment
The Executive Committee was adjourned at 2:20 p.m.



Emergency Response Planning
Tentative Capital Improvements Program

. . Project Description and/or Estimated .
Project Priority a Schedule Implementation W/R Notes
Purpose Cost
A temporary, trailer-mounted security
Study, design, and construct system using lights and CCTV is t?eing .
. . . . . researched for use at the solar site. Kokila
Security System 1 sec.u.rl'Fy systems for all CI’ItIC.a| $250,000 Spring - Winter Iqentlfy con.sultant; develop W/R |will need an expensive power supply.
faciliities (For example, motion 2012 bid specs; bid; construct. . . . .
sensors with CCTV systems). Also, this may be an ideal time to install a
SCADA controlled auto-shut-off valve on
Kokila, in the event of an intrusion.
Includes SCADA flat screen
Communications monitors and white boards for
Equipment 1 EOC, 800 mhz radio for contact| $12,000 2012 Direct purchase W/R
with Emergency Services,
mobile PA system, etc.
Miscellaneous Miscellaneous equipment for
equipment and 1 EOC, 30" pipe for repairs, $12,000 2012 Direct purchase W/R
supplies DO/pH/etc. monitor
Install three main pipelines
and improvements to inter-tie Preliminary engineering will be
FO 40 bypass links 2 the gravity system and bypass $750,000 (2012 -2013 conducted in-house. Design, R

the FO 40 to serve our retail
customers.

bid, build in 2013.
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. . Project Description and/or Estimated .
Project Priority a Schedule Implementation W/R Notes
Purpose Cost
Conduct pressure/public
tability tests; Conf ith
Pressure tests acceptabllity tests; Lonter ,WI Included in Retail Financial Plan. This
2011; wholesale customer agencies; roject results in significant power savings
Sierra Zone to Connect 30' stub off the CTP to o Determine low pressure P J_ & . P o &
. 3 . $500,000 |[Engineering . . . R [and improved over-all daily reliability of
Gravity Zone the Sierra 30. solutions; Prepare engineering . . .
Report 2012; . water service to the Sierra Zone. Solution
report; Obtain easement; .
Construct 2013 ; . may only work on a seasonal basis.
Install inter-connection and
low pressure solutions.
. Complete design during final
Relocate pump station and
Relocate LGBPS to . pump phase of AFR widening project . — .
. 4 install PRV to Bacon Zone at $2.9M 2012 or 2013 . R [Included in Retail Financial Plan
WTP site in 2012. Construct PS and PRV
AFR and Eureka Road .
station in 2013.
Complete facility for storage of Included in Retail Financial Plan. Storage
Storage Facility 5 emergency equipment and $400,000 (Fall, 2012 R/W |of ERP equipment and repair parts is not
repair parts the primary function of the building.
. , Evaluate need for project Included in Retail Financial Plan. If the
Various (3?) prv's to allow ) . .
PRV's from Bacon emereency connection to based on results of Gravity Zone is connected to the Sierra
. 6 g . ¥ . $300,000 |2014-2016 Sierra/Gravity Zone R [Zone, this project may not be needed.
to Sierra supply Sierra Zone with water . . . , . . . .
connection. Determine best Existing prv's and inter-ties with Roseville
from Bacon Zone . . .
location for prv stations. will be adequate.
Provides for pumping SSWD Develop technical and inter-
CTP/SSWD "Pump 7 roundwaterpto S?WgD via the agenc g lan to complete this W/R SSWD and City of Folsom conducting
Back" facility § & . P P initial study effort with IRWMP funding.
CTP. project.
Refurbish/replace pumpin
Enclose UGBPS in equi men/t i[:strurzentz\tifn Included in Retail Financial Plan. Only
8 quip ’ ’ $1.3M R [part of the facility can be paid for with

building

and controls. Enclose facilities
in a secure building.

ERP funds.

Page 2 of 3




Emergency Response Planning
Tentative Capital Improvements Program

. . Project Description and/or Estimated .
Project Priority a Schedule Implementation W/R Notes
Purpose Cost
. During severe emergencies, This effort will require an
Modify pump . . .
stations to allow the storage in the bottom analysis of piping, pumps and
seven feet of the reservoiris  |Unidentified |Unidentified at |motors at Hinkle and Bacon
complete use of 9 . L. - . . R
. . unavailable for use by the at this time [this time Pump Stations, and will result
Hinkle Reservoir . . s
Pump Stations. These mods in a number of prioritized
storage . .
will allow use of that storage. recommendations for PS mods.
Roseville has changed its pressure regimes
in zones adjacent to SJWD's. SJWD has
Preliminary discussions need accomplished WTP expansion and has
Increase/Enlarge to be held with Roseville about emergency/shoulder capacity water
Roseville/SIWD 10 For emergency conditions $100,000 |[As time permits o . R . gency . P . ¥ .
inter-ties potential sites and design available for Roseville. This may result in
criteria. Roseville wanting larger inter-ties and
sharing a larger portion of costs to
accomplish.
Current under-sized lines and
Enlarge . . g . \ PCWA must increase its WTP capacity and
. . $10to $20 |Unidentified at |facilities (WTP) within PCWA's N .
PCWA/SIWD inter- 11 |For emergency conditions . L . . R [enlarge its pipelines to make this
. million? this time service area make this a ) )
tie . recommendation worthwhile.
challenging proposal.

1Priority improvements requiring funding from ERP reserve fund or other funding sources are identified in red font. The Retail ERP Reserve Fund has approximately $600,000 as

of July 2011.
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