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SWEETWATER SPRINGS WATER DISTRICT
BOARD OF DIRECTORS MEETING

MINUTES*

(*In order discussed)

Board of Directors Meeting
September 7, 2017

6:30 p.m.
Board Members Present: Sukey Robb-Wilder
Rich Holmer
Gaylord Schaap
Pip Marquez de la Plata
Tim Lipinski
Board Members Absent: None.
Staff in Attendance: Steve Mack, General Manager
Christine M. Hanley, Acting Secretary to the Board
Others in Attendance: Robin Donoghue, Esg. (Meyers Nave)

Leslie Bahr

l. CALL TO ORDER

The properly agendized meeting was called to Order by President Robb-Wilder at 6:30 p.m.

Il. CHANGES TO AGENDA and DECLARATION OF CONFLICT
(6:31 p.m.)

None.

Ill. CONSENT CALENDAR (6:32 p.m.)

Director Robb-Wilder reviewed the items on the Consent Calendar. Director Schaap moved to
approve the Consent Calendar. Director Lipinski seconded. Motion carried 5-0, except that Director
Robb-Wilder abstained from voting on the Minutes of the July 6, 2017 Board Meeting and Director
Lipinski abstained from voting on the Minutes of the August 3, 2017 Board meeting because they
were absent from those meetings. The following items were approved:

A. Approval of the Minutes of the July 6 and August 3, 2017 Board Meetings
B. Approval of Operations Warrants/Online payments/EFT payment.
C. Receipt of Item(s) of Correspondence: (None.)





None.

V-A.

V-B.

V-B.

IV. PUBLIC COMMENT (6:34 p.m.)

V. ADMINISTRATIVE (6:35 p.m.)*

*in the order discussed

(6:35 p.m.) Discussion/Action re Appeal of Capacity Charge Requirement at 15967
Laurel Place Guerneville. The GM gave an overview of this item. Property Owner Leslie
Bahr made a presentation to the Board. Board questions and significant discussion
ensued. No action was taken. Director Holmer moved to revisit item at the next Board
meeting. Director Robb-Wilder seconded. Motion carried 5-0.

(7:25 p.m.) Discussion/Action re Proposal of the Monte Rio Recreation and Park
District (MRRPD) to acquire District lands in Monte Rio. The GM gave an overview of
this item. Board discussion ensued. No action was taken.

(7:30 p.m.) Discussion/Action re Resolution 17-15, Approving the Adoption of the
Public Agencies Post-Employment Benefits Trust Administered by Public Agency
Retirement Services. The GM gave an overview of this item. Director Holmer moved to
adopt Resolution 17-15, Approving the Adoption of the Public Agencies Post-Employment
Benefits Trust Administered by Public Agency Retirement Services (PARS). Director
Robb-Wilder seconded. Motion carried 5-0.

(7:38 p.m.) Discussion/Action re Guernewood Park Resort Water Service Request to

the District. The GM gave an overview of this item. Board discussion ensued. No action
was taken.

VI. GENERAL MANAGER’S REPORT (7:45 p.m.)

The GM provided a report on the following items:

CoNoOOA~MWNE

Water production and sales

Leaks

Russian River flow

River Lane property sale

CIP 2017

FEMA Applications

Toilet Rebate / Direct Install Program
In-House Construction Projects
Gantt Chart

Brief discussion ensued.

(None.)

Vil. BOARD MEMBERS’ ANNOUNCEMENTS/COMMENTS

(8:15 p.m.)

VIIl. CLOSED SESSION (8:17 p.m.)





At 8:17 p.m., Director Marquez de la Plata announced the items for discussion in Closed Session.
At 8:20 p.m. the Board went into Closed Session. At 9:10 p.m., the meeting reconvened and the
following action was taken on the Closed Session item listed below:

A. Conference with Legal Counsel — Significant exposure to litigation pursuant to
subdivision (d)(2) of Section 54956.9 based on correspondence from Leslie Bahr
(one potential case)
Direction was given to staff.

IX. ITEMS FOR THE NEXT AGENDA (9:00 p.m.)

PARS

July Minutes

Monte Rio Rec and Park land purchase proposal
CIP 2017 update

District water rights

Guernewood Park Resort

Capacity Charge requirement - Leslie Bahr

NogkrwbdE

ADJOURN

The meeting adjourned at 9:18 p.m.

Respectfully submitted,

Christine M. Hanley
Acting Clerk to the Board of Directors

APPROVED:

Gaylord Schaap:

Sukey Robb-Wilder:
Tim Lipinski:

Richard Holmer

Pip Marquez de la Plata
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NOTICE TO PERSONS WITH DISABILITIES: It is the policy of the Sweetwater Springs Water
District to offer its public programs, services and meetings in a manner that is readily accessible
to everyone, including those with disabilities. Upon request made at least 48 hours in advance of
the need for assistance, this Agenda will be made available in appropriate alternative formats to
persons with disabilities. This notice is in compliance with the Americans with Disabilities Act (28

Sweetwater
Springs

www.sweetwatersprings.com

BOARD OF DIRECTORS MEETING
AGENDA

October 5, 2017, Regular Meeting
District Offices, 17081 Hwy. 116, Ste. B
Guerneville, California
6:30 p.m.

CFR, 35.102-35.104 ADA Title II).

Any person who has any questions concerning any agenda item may call the General Manager
or Assistant Clerk of the Board to make inquiry concerning the nature of the item described on
the agenda; copies of staff reports or other written documentation for each item of business are
on file in the District Office and available for public inspection. All items listed are for Board
discussion and action except for public comment items. In accordance with Section 5020.40 et
seq. of the District Policies & Procedures, each speaker should limit their comments on any
Agenda item to five (5) minutes or less. A maximum of twenty (20) minutes of public comment is
allowed for each subject matter on the Agenda, unless the Board President allows additional

time.

CALL TO ORDER (Est. time: 2 min.)

A. Board members Present
B. Board members Absent
C. Others in Attendance

CHANGES TO AGENDA and DECLARATIONS OF CONFLICT
(Est. time: 2 min.)

CONSENT CALENDAR (Est. time: 5 min.)

(Note: Items appearing on the Consent Calendar are deemed to be routine and
non-controversial. A Board member may request that any item be removed from
the Consent Calendar and added as an “Administrative” agenda item for the
purposes of discussing the item(s)).

A. Approval of the Minutes of the September 7, 2017 Board Meeting

B. Approval of Operations Warrants/Online payments/EFT payments





V1.

VII.

VIII.

C. Receipt of Iltem(s) of Correspondence. Please note: Correspondence received
regarding an item on the Administrative Agenda is not itemized here, but will be
attached as back-up to that item in the Board packet and addressed with that
item during the Board meeting

1. Letter dated September 12, 2017 from the State Water Resources
Control Board re Water Partnerships and/or Regional Water System Potential.

2. Memo dated September 20, 2017 to Independent Special Districts from
Sonoma LAFCO re Various Items of Interest

PUBLIC COMMENT: The District invites public participation regarding the affairs of
the District. This time is made available for members of the public to address the Board
regarding matters which do not appear on the Agenda, but are related to business of the
District. Pursuant to the Brown Act, however, the Board of Directors may not conduct
discussions or take action on items presented under public comment. Board members may
ask questions of a speaker for purposes of clarification.

ADMINISTRATIVE

A. Discussion/Action re Appeal of Capacity Charge Requirement at 15967 Laurel
Place Guerneville. (Owner: Leslie Bahr) (Est. time 20 min.)

B. Discussion/Action re:
Resolution 17-16, Authorizing and Providing for a Financing for the
Purpose of Providing a Portion of the Cost of Acquiring, Constructing,
Enlarging, Improving, and/or Extending its Water Facility to Serve an
Area Lawfully Within Its Jurisdiction to Serve (Est. time 10 min.)

and

Resolution 17-17, Declaring Its (SSWD's) Official Intent to Reimburse
Certain Expenditures from the Proceeds of Debt

(Est. time 15 min.)

C. Discussion/Action re District funds invested in PARS Rate Stabilization Program
(Est. time 10 min.)

D. Discussion/Action re Guernewood Park Resort Project (Est. time 10 min.)

E. Discussion/Action re Review of Fiscal Year 2016-17 (Est. time 15 min.)

F. Discussion/Action re Revision of District Policies and Procedures (Est. time 10
min.)

GENERAL MANAGER’S REPORT

BOARD MEMBERS’ ANNOUNCEMENTS

CLOSED SESSION





A. Conference with Legal Counsel — Significant exposure to litigation pursuant to

subdivision (d)(2) of Section 54956.9 based on correspondence from Leslie Bahr
(one potential case)

B. Public Employee Performance Evaluation pursuant to Gov. Code Section 54957

Title: General Manager

ITEMS FOR NEXT AGENDA
ADJOURN





Sweetwater Springs Water District Mission and Goals

The mission of the Sweetwater Springs Water District (SSWD) is to provide its
customers with quality water and service in an open, accountable, and cost-effective
manner and to manage District resources for the benefit of the community and
environment. The District provides water distribution and maintenance services to five
townships adjacent to the Russian River:

e Guerneville
Rio Nido
Guernewood Park
Villa Grande
Monte Rio

GOAL 1: IMPLEMENT SOUND FINANCIAL PRACTICES TO ENSURE EFFECTIVE
UTILIZATION OF DISTRICT RESOURCES

GOAL 2: PROVIDE RELIABLE AND HIGH QUALITY POTABLE WATER WITH
FACILITIES THAT ARE PROPERLY CONSTRUCTED, MANAGED AND MAINTAINED
TO ASSURE SYSTEM RELIABILITY

GOAL 3: HAVE UPDATED EMERGENCY PREPAREDNESS PLANS FOR ALL
REASONABLE, FORESEEABLE SITUATIONS

GOAL 4: DEVELOP AND MAINTAIN A QUALITY WORKFORCE

GOAL 5: PROVIDE EXCELLENT PUBLIC OUTREACH, INFORMATION AND
EDUCATION

GOAL 6: ENHANCE BOARD COMMUNICATIONS AND INFORMATION





		II. CHANGES TO AGENDA and DECLARATIONS OF CONFLICT (Est. time: 2 min.)

		V. ADMINISTRATIVE

		IX. ITEMS FOR NEXT AGENDA



		ADJOURN




item [li-C: Correspondence





Euunn G, Baown Ja,
GV N

CALIEFQRHIA sﬁ;:::;:i:':: Eloe;muul.if:‘.{
Wﬁter Boards w ENWNGUIAENTAL FAGIEQ ON
State Water Resources Control Board
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D[STR ICT
September 12, 2017 - SEP 1 5 2017
Mr. Stephen Mack, General Manager | R& CE?V
P.0O. Box 48 E D

Guerneville, CA 95446

Sweetwater Springs CWD-Monte Rio, Water System No. 4910028
Water Parinerships and/or Regional Water System Potential

Dear Mr. Mack,

Sweetwater Springs CWD-Monte Rio water system is located in close proximity to several
other public water systems, see the attached map. We believe that there may be
significant benefits for your community by either consolidating or forming partnerships
with the adjacent water systems. Often smaller water systems have difficulty funding
infrastructure replacement, meeting new and sometimes even existing regulations,
performing succession planning for retiring employees, and dealing with natural disasters
such as drought and fire which can impact water service. It is often difficult to spread the
necessary costs to operate a robust and sustainable water system across small numbers

of people.

There are three Rural Community Assistance Corporation (RCAC) trainings scheduled in
October 2017 and November 2017 to discuss these issues and the various ways that
water systems can and do work together statewide. These classes are FREE and

‘available on-line.

» Partner Up: Achieving Success by Working with Others
November 8, 2017 10 a.m.

¢« Regionalization
October 16, 2017 or November 6, 2017, both at 10 a.m.

Registration for these classes can be found on RCAC's training website at:

http://www.events.rcac.org/rcac/Calendar.asp

Frucia MaRcus, cHalg j THOMAS HOWARD, EXECUTIVE BIRECTOR

50 D Street, Suite 204, Santa Finsa Ch 95404 I www.waterboards.ca.gov

O menvoreo rarer





Sweetwater Springs CWD-Monte Rio -2 - September 12, 2017

Other information about water partnerships and consolidation can also be found on our
website at:

www.waterboard s.ca.gcv/drinkingmwater/certlic/drinkingwater/waterpartnership.shtml.

We recommend that you, and any interested customers, consider watching the training
with your adjacent water systems. If you do not have an adequate meeting space
available, we would be happy to show the training in our Santa Rosa District Office. I
you have any problems registering for the class or have general questions about water
partnerships and consolidation, please do not hesitate to contact me by phone at (707)
576-2731 or by email at michelEe.frederéck@waterboards.ca._gov.

Sincerely,

P Wiehellr F- Fasts oot )

Michelle F. Frederick, P.E.

Northern California Consolidation Coordinator
State Water Resources Control Board
Division of Drinking Water

Attachment

cc: Janice Thomas, P.E., District Engineer
SWRCB-Division of Drinking Water
67 D. Street, Suite 200
Santa Rosa, CA 95404

Mark Bramfitt, Executive Officer

Sonoma Local Area Formation Committee
592 Administration Drive, Room 104 A
Santa Rosa, CA 95403

Mr. Jack Bushgen, Operator
P.C. Box 48
Guerneville, CA 95446

System No. 4910028/mff
170906_information about voluntary consolidation
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SONOMA LOCAL AGENCY FORMATION COMMISSION

576 ADMINISTRATION DRIVE, ROOM 104A, SANTA ROSA, CA 85403
(707) 665-2577 FAX (707) 585-3778
www, soncmatafco,org

SWegT

20, 2017
September 20, | nggigg%mwas
To: Independent Special Districts in Sonoma County SEp 2-@ eT
2017
: k Bramfi i i WA
From Mark Bramfitt, Executive Officer ?/%5 7 R Eﬁgi VE
Subject: items of interest ' B

Little Hoover Commission Releases Report

Over the last year, the California Little Hoover Commission (LHC) has conducted public hearings
and roundtable discussion forums relating to special districts. These led to the Commission’s
rélease, last month, of a report entitled “Special Districts: Improving Oversight & Transparency.”
The report includes a specific section on health care districts.

At its meeting on September 6, 2017, Sonoma LAFCO Commissioners directed staff to notify
independent special districts about the LHC report. The Executive Summary is attached, for your
information, and the complete report can be accessed at: hitp://www lhe.ca.govireport/special-

districts-improving-oversight-transparency.

LAFCO Apportionments

The Commission also wished to provide a reminder to districts about agency apportionments for
LAFCO costs, as stipulated in state law. Commissioners and staff wish to thank those districts
that have submitted their apportionments for 2017-18 and encourage those that have not yet
remitted payment to do so, to the Sonoma County Auditor's Office,

Also, please note that the Commission is aware that apportionments for most districts decreased
this year. This was due to an anomaly relating to one district which had inadvertently misreported
its revenues substantially upward in 2014-15, resulting in a higher individual apportionment.

The Commission has resolved this situation without an additional assessment to other districts
this year but directed staff to notify districts that apportionments are very likely to increase in
2018-18. We would encourage districts fo verify the revenues reported to the State Controller’s
Office for 2015-16, which will be used to determine 2018-19 apportionments. In that, to LAFCO
staff's knowledge, the report for that fiscal year has not yet been published, it is possible that the
SCO could make changes upon a district's request, if a district finds discrepancies in reporting.

County Redevelopment Oversight Board Election

Finally, for those districts which have received funds from the Redevelopment Property Tax Trust
Fund, please be on the lookout for a notice from Sonoma LAFCO within the next several months
about nomination and election of a special district representative to the Countywide
Redevelopment Oversight Board. Pursuant to state law, all redevelopment agency oversight
boards in the County are to be consolidated into a single board as of July 1, 2018.

Please confact LAFCO staff if you have questions about any of these items.

Attachment
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Special Districts:
Improving Oversight & Transparency

Report #239, August 2017

Milton Marks Commission on California State Government Organization and Economy





Little Hoover Commission

Pedro Nava
Chairman

Sean Varner
Vice Chairman

David Beier
lveta Brigis

Anthony Cannella
Sengtor

Joshua LaFarga

Chad Mayes
Assemblymember

Don Perata

Bill Quirk
Assemblymember

Richard Roth
Senator

Ianna Sidley

Helen Iris Torres

Former Commissioners Who
Served During The Study

Scott Barnett
Iack Flanigan

Sebastian Ridley-Thomas
Assemblymember

Jonathan Shapiro
Commission Staff

Carole D'Elia
Executive Director

Terri Hardy
Deputy Executive Director

Former Commission Staff

Jim Wasserman
Deputy Executive Director

in Memoriam

Matthew Gagnon
Resegrch Analyst

Dedicated to Promoting Economy and Efficiency
in California State Government

The little Hoover Commission, formally known as the Milton Marks “Little Hoover”
Commission on California State Government Organization and Economy, is an
independent state oversight agency.

By statute, the Commission is a bipartisan board composed of five public members
appointed by the governor, four public members appointed by the Legislature, two
senators and two assemblymembers.

In creating the Commission in 1962, the Legislature declared its purpose:

.10 secure assistunce for the Governor and itself in promoting
econcmy, efficiency and improved services in the transaction of
the public business in the various departments, agencies and
instrumentalities of the executive branch of the state government,
and in making the operation of ol stote departments, agencies and
instrumentalities, and all expenditures of public funds, more directly
responsive to the wishes of the people as expressed by their elected
representagtives...

The Commission fulfills this charge by listening to the public, consulting with
the experts and conferring with the wise. In the course of its investigations, the
Commission typically empanels advisory committees, conducts public hearings and
visits government operations in action.

Its conclusions are submitted to the Governor and the Legislature for their
consideration. Recommendations often take the form of legislation, which the
Commission supports through the legislative process.

_ Contactmg the Commfssnon
Aii correspondence shouid be addressed to the Comm:ss:on Ofﬁceg'_‘ :

L:ttie Hnover Comm:ss:on '
925 LStreet Su:te 805
Sacramento, CA 95814

(916) 445—2125 o

) ttlehoover he.ca, oy

_This repoit is av.aif'ab]'e_‘ from the Commission’s webSIte at w‘Ww.!h_c.car.g_ ov.






Letter From The Chair

August 30, 2017
The Honorable Kevin de Ledn The Honorable Patricia Bates
President pro Tempore of the Senate Senate Minority Leader

and members of the Senate

The Honorable Anthony Rendon The Honorabte Chad Mayes
Speaker of the Assembly Assembly Minority Leader
and members of the Assembly

Dear Governor and Members of the Legislature:

California’s most prevalent form of government — special districts —is oftenits least visible. in a year-long review, the
Commission looked at how Celifornia’s more than 2,000 independent special districts provide vital services ranging
from fire protection to healthcare, cemeteries to sewers. It wanted to better understand if California taxpayers
were well-served through this additional fayer of specialized bureaucracy and to analyze whether consolidation or
dissolution of some special districts could lead to improved efficiency in governance and operations.

The Commission found no one-size-fits-all answer. The districts are as diverse as the geographic focations they serve
and the millions of Califarnians who support them through taxes and fees, What might provide an appropriate
pathway for five small water districts in rural Northern California who want to consolidate but need help sorting
out water rights, fikely would not make sense for their powerhouse counterparts, the Metropolitan Water District
or Santa Clara Valley Water District, who serve millions of customers in Southern California and the Bay Area. And
water districts are just one of 29 types of independent special districts ranging from airport districts to veterans

mernorial districts.

As part of this study, the Commission considered the role of the Legislature, which gave life to this form of local
government in 1877 and retains the power to create or dissolve districts and amend the practice acts that guide
district activities. As California began its rapid growth and urbanization after World War i, the Legislature realized
that decision-making over local government growth was best done by local officials, In 1963, the Legislature
and Governor Fdmund G. “Pat” Brown created a local mechanism for overseeing local boundary decisions — and
formed 58 Local Agency Formation Commissions {LAFCOs). LAFCOs have the authority to initiate special district

consolidations or dissclutions.

In 2000, the Legislature expanded the authority of LAFCOs to conduct Municipal Service Reviews. These reviews
provide information to guide districts in performance improvement and can serve as 2 catalyst for LAFCOs to
initiate consolidations or dissolutions. Like many great ideas in government, particularly in a state as large and
diverse as California, these 58 different commissions are not uniformly effective.

The Commission also used this review to assess the progress of its recommendations from a 2000 report, Special
Districts: Relics of the Past or Resources for the Future ? In that study, the Commission found an expansive government
sector, fargely invisible, serving constituents who know little about them or how the money they provide is used.

latter From The Chair |
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The Commission found some progress but also saw a missed opportunity for special districts -~ many have a
great story to tell. Very rarely are taxpayer dollars so closely tied to services provided in the community. And
still people do not seem to know much about these local governments and their localiy-elected boards.

As much as the Commission wanted o find a magic bullet to ensure these 2,000 districts were performing
efficiently and effectively, it didn’t. The LAFCO process may not be werking as it could and should in every corner
of the state, but special districts remain best served by local decision-making. To that end, the Commission
recommends the Legislature curtail its practice of bypassing the local process, Additionally, the Commission
offers a number of common-sense recommendations to help LAFCOs exercise their authority. Two ideas have
already resulted in legislation, AB 979 {Lackey} and SB 448 {Wieckowski}, The Commission recommends the
Legislature enact SB 448 and requests the Governor’s signature on AB 979 and SB 448. This report also includes
a rare recommendation to infuse a small one-time grant fund to pay to initiate the most urgent consolidations
or dissolutions, which should lead to taxpayer savings in improved government efficiency.

The Commission heard extensive testimony on reserve funding — a thorny issue first raised in its 2000 report.
The State Controller’s Office has convened a task force to standardize reporting on reserves, a necessary first
step before anyone can assess the adequacy of each district’s rainy day fund. The Commission also urges special
districts to adopt prudent reserve policies and make these policies pubilic.

The Commission found significant Improvements since its last review in the way that districts communicate their
activities and finances with their constituents although not every district has a website. All districts should have
a website with basic information including how to participate in decision-making and an easy guide to revenue

sources and expenditures. '

The Commission did not evaluate every type of special district, but it did take a deeper look at one type —
heaithcare districts. Originally formed in the 1940s to buitd hospitals where none existed, less than half of
the current heaithcare districts run hospitals today. But even within healthcare districts, the Commission
found significant differences. In rural communities, districts largeiy continue to fulfill their original mission ~
providing a hospital that otherwise would not exist. Among healthcare districts no longer operating hospitals,
the Commission found some districts assessing local needs and filling a void in preventative healthcare service,
But this was not consistent and the Commission suspects that in some locations, LAFCOs should do more to
assess whether every healthcare district should continue to operate. To guide this work, an essential step for
the Legisiature is an update to the 1945 practice act to reflect the modern healthcare landscape.

As part of the vigorous discussion on reserves, special districts were asked how they were planning and using
their reserves to adapt to climate change, particularly those districts with large infrastructure investments.
Building on its 2014 report, Governing California Through Climate Change, the Commission in this report
recomimends special districts and their associations tzke more active roles in existing state government process

and in sharing best practices,

During its study process, the Commission discussed some rather extreme solutions that generated intense
interest. Through a very robust public process, however, the Commission uitimately concluded that local
institutions are best served by local decision-making. The important recommendations in this report will lead
to improved efficiency. The Commission stands ready to assist.

Pedro Nava
Chair, Little Hoover Commission

I Litthe Hoaver Commission
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Executive Summary

pecial districts, the workhorses of public service

delivery created by the California Legislature during the
earliest days of statehood, represent the most common
form of local government. They have prevailed through
endiess upheaval as California morphed from a state of
rural open spaces into one of the world's most powerful
economic engines and home to nearly 40 million people.
Today special districts generate some $21 billion in annual
revenues and employ more than 90,000 local government
workers.?

In 2016 and 2017, the Little Hoover Commission
reviewed and analyzed California’s 2,071 independent
special districts and the State of California’s role and
responsibility in overseeing them.? The Legislature not
only created special districts and enacted the practice
acts by which they are governed, but it retained the
power to create new districts and also to dissolve

them. Inthe early 1960s, the Legislature had the
foresight to develop a local oversight mechanism, Local
Agency Formation Commissions (LAFCOs) tasked with
bringing more rationat planning practices and reining in
inappropriate growth by considering local government
boundary decisions. LAFCOs have the authority to
initiate dissolutions and consolidations of special
districts, although ultimately local voters have the final
say. The process is slow -- intentionally slow according
to some --and occasionally frustrated parties attempt

to bypass the local process by taking issues directly to
the Legisiature. This tension, in part, prompted the
Commission to update its 2000 review of special districts
to consider whether the focal oversight process works as
intended or whether a different process or 2 greater role
for the Legistature would be more effective.

The Comimission’s review broke new ground, but also
revisited issues first identified in its May 2000 report,
Special Districts: Relics of the Past or Resources for the
Future? The 2000 report declared that California’s
expansive special district sector often amounted to a
poorly overseen and largely invisible governing sector
serving residents who know little about who runs them or

what they pay in taxes to sustain them. The Commission
nearly two decades ago gquestioned the soundness of
special districts’ financial management and asked if their
numbers might be pared back through consolidations.

Yet Commissioners also acknowledged in their 2000
analysis that special districts provide Californians valuable
services and are “physically closest to their communities.”
The Commission concluded that despite its range of
griticisms, special districts should remain, in the end, local
institutions best served by local decision-making.

In its newest review the Commission heard from some
who still contend that special districts are ripe for
consclidation and represent convoluted, dispersed,
under-the-radar government. Frustrated with the local
oversight process, various local special district issues
percolated up into bills in the 2015-16 legislative session
as the Commission began its study, potentially signifying
that the current system of oversight fails to work as well
as intended.

in this review, the Commission found special districts
themselves could do a better job of telling their own
story to overcome the stigma that they function as
hidden government. During an advisory commitiee
meeting, Chair Pedro Nava encouraged special districts to
“tell your story” There are very few government entities
in a position 1o let people know that they work directly
for the public and that the taxes and fees they collect
fund local services, he said.

In testimony, the Commission also learned that despite
the perception that special districts continue to
profiferate in California, the number of special districts
has declined 5 percent since 1997, while the number
nationally increased by 10 percert.? Thirty-three states
have more special districis per capita than California.
Despite frequent calls for dissolving or consolidating
these local governments, special districts seem to have
pluses that render them tolerable to those they govern
and able to forestall movements to purge them or fold
their work into ¢ity and county governments.
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The Commission’s 2016-2017 review delved into four
primary arenas concerning special districts:

* Dversight of special districts, specificaily,
opportunities to bolster the effectiveness of Local
Agency Fermation Commissions (LAFCOs).

= The continued need for districts to improve
transparency and public engagement.

= The frequently-controversial evolution of
California’s healthcare special districts, which in
the 1940s and 1950s built a far-ranging system
of hospitals that are mostly now gone due to a
tremendous transformation in healthcare from
hospitalization to preventive care.

® The urgency of climate change adaptation in
California and the front-line roles that speciaf
districts, particufarly water, wastewater treatrent
and flood control districts, play in preparing their
communities and defending them from harm.

Toward Higher-Quality Local Control

As in 2000, the Comunission held fast to the concept that
special districts are essentially local institutions. Whether
their individual endeavors are praised or panned, special
districts seemingly reflect the wishes of local voters.
They also reflect the politics of LAFCOs, unique oversight
bodies in each county with authority to judge their
performances and recommend whether they should
continue to exist. The Commission again determined
that LAFCOs should be the leading voice on the status of
special districts in California — and that they need more
tools to do the job well,

Commissioners perplexed by the seemingly slow progress
in dissalutions and consolidations at one point during

the study asked if a lack of money prevented LAFCOs

and special districts from inttiating consolidations or
conducting the mandated Municipal Service Reviews

that can identify opportunities for improved efficiency

in service delivery. A chorus of stakeholders suggested

a small, one-time infusion of grant funding, tied to
specified outcomes to ultimately improve efficiency and
save taxpayer dollars, was indeed warranted. They also
called for variaus statutory changes that could bolster the
effectiveness of LAFCOs,
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Clearly, special districts can be improved. Given the
routine front-line services they provide, the historic
climate chailenges these districts face in keeping California
stable, as well as the need to provide the best possible
healthcare to millions of residents, LAFCOs and the state
have obligations to see that they succeed. To that end,
the Commission offers 20 recommendations to guide the
Legislature and Governor going forward. The first eight of
those recommendations address the basic structure and
governing issues revolving around special districts:

Recommendation 1: The Legislature and the Governor
should curtail o growing practice of enacting bills to
override LAFCO deliberative processes and decide
local issues regarding special district boundaries and
operations.

The Legislature and Governor have reason to be frustrated
with sfow and deliberative LAFCO processes. But these

are focal institutions of city, county and special district
members often better attuned to local politics than those
in the State Capitol. Exemptions where the Legisiature
gets involved should be few, and in special cases where the
local governing elites are so intransigent or negligent — or
so beholden to entrenched power structures — that some
higher form of political authority is necessary,

Recommendation 2: The Legislature should provide one-
time grant funding to pay for specified LAFCO gctivities,
to incentivize LAFCOs or smoller special districts to
develop and implement dissolution or consolidation
plans with timelines for expected outcomes. Funding
should be tied to process completion and results,
Including enforcement authority for corrective action
and consolidation.

The Commission rarely recommends additional funding
as a solution. However, a small one-time infusion of 51
million to $3 miltion in grant funding potentially could
save California taxpayers additional money if it leads to
streanilined local government and improved efficiency in
service delivery. This funding could provide an incentive
for LAFCOs or smatler districts to start a dissolution or
consolidation process. Participants in the Commission’s
public process suggested the Strategic Growth Council or
Department of Conservation could administer this one-
time funding.





Recommendation 3! The Legisfoture showld enact

and the Governor should sign SB 448 [Wieckowski)
which would provide LAFCOs the statutory authority
to conduct reviews of inuctive districts ond to dissolve
them without the oction being subfect to protest and a
costly efection process,

There has beer no formatl review to determine the number
of inactive special districts — those that hold no meetings
and conduct no public business. Rough estimates gauge

the number to be in the dozens. Simplifying the LAFCOs’
fegal dissolution process would represent a significant step
toward trimming district ralls in California. The Commission
supports SB 448 and encourages the Legislature to enact the
measure and for the Governor to sign the bill,

Recommendation 4: The Governor should sign AB

879 {Lackey), co-sponsored by the California Special
Districts Association and the Californio Association of
Local Agency Formation Commissions. The bill would
strengthen LAFCOs by easing o process to add special
district representotives to the 28 county LAFCOs where
districts have no voice.

The Cortese-Knox-Hertzberg Reorganization Act of 2000
{AB 2838, Hertzberg) provided the option to add two
special district members to county LAFCOs to broaden
lacal governing perspectives. Nearly two decades later,
30 counties have special district representatives on their
LAFCOs alongside city council members and county
supervisors. This change provides LAFCOs a more diverse
decision-making foundation and stronger finances. But
28 counties, mostly in rural Cafifornia have not added
special district representatives to their LAFCO governing
boards, citing scarce resources, Presently, a majority of a
county’s special districts must pass individual resolutions
within one year supporting a change. This has repeatedly
proved itself a formidable obstacle to broadening the
outlook of local LAFCOs. AB 979 {Lackey] would allow a
simple one-time election process where districts could
easily - and simultaneously — decide the question,

Recommendoiian 5: The Legisiature should adopt
legislation to give LAFCO members fixed terms, to ease
political pressures in controversial votes and enhance
the independence of LAFCOs.

The California Association of Local Agency Formation
Commissions (CALAFCO) testified on August 25, 2016, that

individual LAFCO members are expected to exercise their
independent judgment on LAFCO issues rather than simply
represent the interests of their appointing authority. But
this is easier said than done when representatives serve
on an at-will basis. The CALAFCO hearing witness said
unpapular votes have resulted in LAFCO board members
being removed from their positions. Fixed terms would
allow voting members to more freely exercise the
appropriate independence in decision-making.

Recommenduation 6: The Legislature should convene an
advisory committee o review the protest process for
consolidations and dissolutions of special districts and to
develop legislotion to simplify ond create consistency in
the process.

Complicated and inconsistent processes potentially
impact 2 LAFCO's ability to initiate a dissolution or
consolidation of a district. If 10 percent of district
constituents protest a LAFCO's proposed special district
consolidation, a public vote is requived. If a special district
initiates the consolidation, then a public vote is requived
if 25 percent of the affected constituents protest.
Additionally, the LAFCO must pay for all costs for studies
and elections if it initfates a consolidation proposal,
whereas the district pays these costs if it proposes or
requests the consolidation.  Various participants in the
Commission’s public process cautioned against setting
yet another arbitrary threshold and advised the issue
warranted further study before proposing legislative
changes. They called for more consistency in the process.

Recommendation 7: The Legisiature should require
every special district to have a published policy for
reserve funds, including the size and purpose of reserves
and how they are invested.

The Commission heard a great deal about the need for
adequate reserves, particularly from special districts with
farge infrastructure investments, The Commission also
heard concerns that reserves were too large. To better
articulate the need for and the size of reserves, special
districts should adopt policies for reserve funds and make
these policies easily available to the public.

Recommendation 8: The State Controller’s Office should
standardize definitions of special district financial
reserves for state reporting purposes.
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Presently, it Is difficult to assess actual reserve levels held
by districts that define their numbers one way and the
State Controller’s Office which defines them another way.
The State Controller’s Office is working to standardize
numbers following a year-long consultation with a task
force of cities, counties and special districts. To improve
transparerncy an reserves, a subject that still efudes
effective public scrutiny, they should push this project to
the finish line as a high priority.

Improving Transparency and Public
Involvement

Because there are thousands of special districts in California,
performing tasks as varied as managing water supply to
managing rural cemeteries, the public has little practical
ability to ascertain the functionality of special districts,
including the scope of services these local districts provide,
their funding sources, the use of such funds and their
governance structure. Although publicly elected boards
manage independent special districts, constituents lack
adequate resources to identify their local districts much less
the board members who collect and spend their moriey.

The Commission saw a humber of opportunities for special
districts to do a better job communicating with the public,
primarily through improvernents to district websites and
more clearly articulating financing policies, including
adopting and making publicly availahle fund reserve
policies. Existing law requires special districts with a website
to post meeting agendas and to post or provide links to
compensation reports and financial transaction reports that
are required to be submitted to the State Controller’s Office.
The State Controller’s Office — despite having a software
platform from the late 1990s ~ atternpts to make ali the
information it receives as accessible as possible.

Many special districts already utilize their websites to
effectively communicate with thelr constituents and
voluntarily follow the nonprofit Special District Leadership
Foundation’s transparency guidelines and receive the
foundation’s District Transparency Certificate of Excelfence.
But often, these districts are the exception and not the
rute, The Commission makes three recommendations to
improve special district transparency and to better engage
the pubilic served by the districts:
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Recommendation 9: The Legislature should require that
every special district have o website.

Key components should include:
* Name, location, contact information
¥ Services provided

® Governance structure of the district, including
election information and the process for
constituents to run for board positions

* Lompensation details — total stuff
compensation, including salary, pensions and
benefits, or a link to this information on the
State Controller’s website

= Budget {including annual revenues and the
sources of such revenues, including without
limitation, fees, property taxes and other
assessments, bond debt, expenditures and
reserve amounts)

= Reserve fund policy
¥ Geographic areqa served
= Most recent Municipol Service Review

= Most recent annual financial report provided
to the State Controller’s Office, or a link to this
information on the State Controlfer’s website

® Link to the Local Agency Formation Commission
and any state agency providing oversight

Exemptions should be considered for districts that f3ll
under a determined size based on revenue and/or number
of employees. For districts in geographic locations without
refiable Internet access, this same information should be
available at the local library or other public building open
and accessible to the public, until refiable Internet access
becomes available statewide.

Building on this recommendation, every LAFCO should
have a website that includes a list and links to all of the
public agencies within each county service area and a copy
of alf of the most current Municipal Service Reviews, Many
LAFCOs currently provide this information and some g0
further by providing data on revenues from property taxes





and user fees, debt service and fund halance changes for
2l the local governments within the service area. Ata
minimum, a link to each agency would enable the public to
better understand the local oversight authority of LAFCOs
and who to contact when a problem arises.

Recemmendation 10: The State Controller’s Office
should disaggreguate information provided by
independent special districts from dependent districts,
nonprofits and joint powers authorities.

Over the course of this study, the Commission utilized
data aveilabie on the State Controiler’s website to
atternpt to draw general conclusions about independent
special districts, such as overall revenues, number of
employees and employee compensation. Presently, it is
difficult to do this without assistance as information for
independent districts is mixed with various other entities.

Recommendation 11; The California Special Districts
Associgtion, working with experts in public outreach
and engogement, should develop best practices for
independent special district outreach to the public on
opportunities to serve on boords.

The Commission heard anecdotally that the public does
not understand special district governance, does not
often participate or atiend special district board meetings
and often does not know enough about candidates
running to fill board positions. Often, the public fails to
cast a vote for down-ballot races. Two county registrars
provided the Commission information that showed in
many instances those who voted for federal or statewide
offices did not vote for local government officials at the
same rate, whether they were city council positions,
special district positions or local school or community
college district positions.

What is the Role for Healthcare Districis?

The Commission found in its review that special districts
were as diverse as the services provided and the

millions of Californians served. To gain deeper insight

an one type of local government service provider, the
Commission took a closer fook at an often-controversial
group: healthcare districts that no longer operate
hospitals. These entities struggle to explain their
relevance within the rapidly evolving healtheare industry,

which emphasizes preventative care over hospitalization.
Amid uncertainty about the future of the Affordable Care
Act, many of these districts claim they are carving out
new roles in preventative care. Yet the Legisiature, tacal
grand juries, LAFCOs and healthcare analysts continue

to guestion their relevance and need to exist. Presently,
just 37 of 79 California healthcare districts operate 39
haspitals, mostly in rural areas with few competitors or
other alternatives ~ and few suggest the need to dissolve
those distriets.

Controversy tends to afflict districts in former rural areas
that became suburhanized in recent decades and grew into
competitive healthcare markets. The 2015-16 legislative
session included a rash of legisiation that consid ered
whether to force district dissolutions or modify district
houndaries — even though those decisions are the
responsibility of LAFCOs. Nonetheless, most healthcare
districts officials continue to maintain they are more
flexible than counties in defining priorities and are
pioneering a new era of preventative care under the
umbrella of “wellness.” Officials say their districts are
misunderstood by critics who lack understanding about
how much the healthcare landscape is changing. They
also say that local voters generally support their Jocal
missions and how they allocate their share of property
taxes in the community.

As part of its special districts review, the Commission
convened a two-hour advisory committee with experts

to shed light on healtheare districts. During the

course of the Commission’s study, the Association of
Healthcare Districts convened a workgroup 1o develop
recommendations, in part, in response to legislative
scrutiny. These recommendations were considered and
discussed during the November advisory committee
meeting. Participants analyzed whether counties or
heaithcare districts are best positioned as jocal and
regional healthcare providers and discussed the role of
LAFCOs in consotlidating, dissolving or steering healthcare
districts toward more relevant roles. During the meeting
Commissioners also pushed districts to share and adopt
best practices and define better metrics to measure what
they are accomplishing with their shares of tocal property
taxes. Three Commission recommendations arose from
the discussion as well as numerous interviews with
experts during the study:

Executive Summary | @





Recommendation 12: The Legislature should update
the 1945 jegislative “practice acts” that enabled voters
to create local hospital districts, renamed healthcare
districts in the early 1990s.

Experts widely agree that statutory Janguage in the acts
no longer reflects the evolution of healthcare during the
past seventy years, particutarly the shift from hospital-
based healthcare to modern preventive care models.

Recommendation 13: The Legislature, which has been
increasingly inclined to override focal LAFCO processes
and authority to press changes on heoltheare districts,
should defer these decisions to LAFCOs.

LAFCOs have shown successes in shaping the healthcare
district landscape and should be the primary driver of
change. Given the controversies over healthcare districts,
the California Association of Local Agency Formation
Commissions and LAFCOs should be at the forefront of
studying the relevance of healthcare districts, potential
conselidations and dissolutions of districts. To repeat a
theme of Recommendation 1, the Legislature should retain
its authority to dissclve healthcare districts or modify
boundaries, but this authority should be limited to cases in

which local political elites are so intransigent or negligent ~

or so beholden to local power structures - that some form
of higher political authority is deemed necessary.

Recommendation 14: The Association of California
Healthcare Districts and its member districts should
step up efforts to define and share best practices among
themselves.

A Commission advisory committee meeting discussion
clearly showed that not enough thought or interest

has been assigned to sharing what works best in rural,
suburban and urban areas among members. The
assaciation should formally survey its members and
collectively define their leading best practices and models
for healthcare, as well as guidelines to improve the
impacts of grantmaking in communities.

Front-line Roles for Climate Change Adaptation
At the Commission’s August 25, 20186, hearing, Chair Pedro

Nava asked a simple question of special district attendees
vigorously defending their need for robust reserve funds:
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How are they assessing future climate change impacts
when amassing reserves for long-range infrastructure
spending? That question, rooted in the Commissian’s
2014 climate adaptation report Governing California
Through Cfimate Change, became the genesis of a deeper
exploration of awareness of and preparations for climate
change among spedial districts. In an QOctober 27, 2016,
hearing focused on special districts efforts to adapt to
climate change, the Commission learned that:

* Special districts, even while vastly outnumbering
cities and counties in California, have
generally not participated at the levels of
cities and counties in the state’s emerging
climate adaptation information gathering and
strategizing. Often that is because they lack land-
use authority. Nonetheless, it is critical that their
experienced voices be at the table.

* Many larger infrastructure-intensive water,
wasiewater and flood control districts stand
at the forefront nationally in preparing for
the varying, changing precipitation patterns —
too much or too little water — at the heart of
anticipated climate change impacts.

The Commission fourd it encouraging that many special
districts are reducing the need for imported water by
diversifying supplies and producing vastly more recycled
water. Districts also are steering more stormwater runoff
in wet years into groundwater recharge basins for use in
dry years, The actions that all agencies must eventually
take are already being done by some. The Commission
agreed that these leading-edge actions and infrastructure
spending strategies represent modeis for other districts
to follow. Accordingly, the Commission makes six
recommendations focused on climate change adaptation;

Recommendation 15: The Legislature should place o
requirement thot special districts with infrastructure subfect
to the effects of climate change should formually consider
fong-term needs for adaptation in capital infrastructure
plans, master plans and other relevant documents.

Most special districts, especially the legions of smali
districts throughout California, have their hands full
meeting their daily responsibilities. Many have few
resources and little staff time to consider long-range
issutes, particularly those with the heavy uncertainty of





climate change adaptation. Making climate change a
consideration in developing capital infrastructure plans
and other relevant planning documents would formally
and fegally elevate issues of adaptation and mitigation,
especially for districts where immediate concerns make it
too easy to disregard the future.

Recommendation 16: The California Special Districts
Associution {CSDA), in confunction with its member
districts, should document and share climate adaptation
experiences with the Integrated Climate Adaptation
and Resilience Prograny’s adaptation information
clearinghouse being established within the Governor’s
Cffice of Planning ond Research (OPR). Similarly, CSDA
and member districts should step up engagement

in the stote’s current Fourth Assessment of climote
threats, a state research project designed to suppori the
implementation of local adaptation activities. The CSDA
olso should promote climate adaptotion information
sharing among its members to help districts with fewer
resources plan for climote impacts ond take actions.

The OPR clearinghouse promises to be the definitive
source of climate adaptation planning information

for local governments throughout California. At the
Commission’s October 27, 2016, hearing, an OPR
representative invited more district participation in
state climate adaptation processes. it is critical that
special districts and their associations assume a larger
participatory role — both within state government and
among their memberships —to expand the knowledge
hase for local governments statewide.

Recommendation 17: The state should conduct o

study — by either a university or an appropriote state
department — to ussess the effect of requiring real estate
transactions to trigger an inspection of sewer lines on
the property and require repairs if broken.

The responsihility to safeguard California and adequately
adapt to climate change impacts fails on every resident
of California. This begins at home with maintenance and
upgrading of aging sewer laterals. Requiring inspections
and repairs during individual property transactions is

an optimum way to slowly rebuild a region’s collective
wastewater infrastructure in the face of climate change.
At the community level, repairs will help prevent

excess stormwater during major climate events from
overwhelming wastewater systems and triggering sewage

spills into public waterways. The Qakland-based East Bay
Municipal Utility District has instituted an ordinance that
requires property owners to have their private sewer
taterals inspected if they buy or sell a property, build

or remodel] or increase the size of their water meter. If
the lateral is found to be leaking or damaged, it must

be repaired or replaced, The state should consider
implementing this policy statewide.

Recommendation 18: State regulatory agencies should
explore the beginnings of o new regulatory framework
that incorporates adaptable baselines when defining a
status quo os climate impacts mount,

With climate change what has happened historically will
often be of little help in guiding regulatory actions. State
regulations designed to preserve geographical or natural
conditions that are no longer possible or no longer

exist already are creating problems for speciai districts.
Wastewater agencies, for example, face conflicting
regulations as they divert more wastewater flows to
water recycling for human needs and less to streams
historically home to wildlife that may or may not continue
to tive there as the climate changes. While it is not easy
for regulators to waork with moving targets or baselines,
climate change is an entirely new kind of status quo that
requires an-entirely new approach to regulation.

Recommenduation 19: The California Special Districts
Association, and speciaf districts, as some of the closest-
to-the-ground local governments in California, should step
up public engogement on climate adaptation, and inform
and support people and businesses to toke actions that
increase their individuol and community-wide defenses.

Special districts are uniquely sulted to communicate
with and help prepare millions of Californians for the
impacts of climate change. Nearly all have public

affairs representatives increasingly skilled at reaching
residents through newsletters, social media and public
forums. District staff grapple constantly with new ways
to increase their visibility. Many will find they can build
powerful new levels of public trust by helping to prepare
their communities for the uncertainty ahead.

Recommendation 20: The California Special Districts
Associgtion and special districts should lead efforts
to seek and form regional partnerships to maximize
climate adaptation resources and benefits.
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Water, wastewater and flood control districts are already
bringing numerous agencies to the table to pool money,
brainpower and resources for big regional projects. The
East Bay Municipal Utility District has arrangements

with many Bay Area and Central Valley water agencies

to identify and steer water to where it is most needed
for routine demands and emergencies alike, The
Metropolitan Water District and Sanitation Districts of
Los Angeles County also increasingly pool their joint
resources to steer more recycled water to groundwater
recharge basins for dry years. Likewise, the Santa Clara
Valley Water district and other state and federal agencies
are collectively planning and funding 18 miles of levees to
protect the region from sea level rise. These partnerships
among special districts and other government agencies
clearly hint at what wili be increasingly necessary as
climate impacts begin to mount.
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SWEETWATER SPRINGS WATER DISTRICT

TO: Board of Directors AGENDA NO. V-A

FROM: Steve Mack, General Manager

Meeting Date: October 5, 2017

SUBJECT: APPEAL OF WATER SERVICE TERMINATION AT 15967 LAUREL
PLACE, GUERNEVILLE, CA

RECOMMENDED ACTION: Confirm District staff's decision to terminate water service
at 15967 Laurel Place, Guerneville, CA because of non-payment of Capacity Charge
and Annual Flat Charge for this parcel.

FISCAL IMPACT: Capacity Charge for FY 17-18 is $6,214
DISCUSSION:

This item appears on the Agenda at the request of the property owner, Leslie Bahr.
She has provided packet materials of her own which is included in the agenda
packet. Staff has a different view which is provided below.

District staff turned off water service to Ms. Bahr's property at 15967 Laurel Place,
Guerneville, CA on June 30, 2017. This has been a long-running situation which was
discussed at the September meeting:

Staff made statements at that meeting which were correct as far as we knew from
the information we had at the time. Since then Ms. Bahr has responded to staff
statements and we have done more investigation:

e Contrary to statements staff made at the September meeting, District staff
called Ms. Bahr in August or September to pay Mr. Drexhage's account "in
care of"' Ms. Bahr, at the request of Mr. Drexhage who gave District staff her
contact information. It is not clear from the record who called whom to have
Ms. Bahr take over the account (instead of the account being in Mr.
Drexhage's name "in care of" Ms. Bahr) at the end of September.

e The record clearly shows that no flat charges have ever been paid on any of
the parcels currently owned by Ms. Bahr. Ms. Bahr apparently acknowledges
that.

e District Policies require that a Capacity Charge is required for establishing a
service and none has been paid nor have Flat Charges ever been paid for
whichever parcel Ms. Bahr desires a water service.





Leslie Bahr Appeal
October 5, 2017

We (District staff and Ms. Bahr) have not come to agreement on this matter. Ms.
Bahr intends to come to the meeting to state her position.





August 29, 2017

Dear Members of the Board of Directors,

The following is a discussion of the circumstances surrounding an existing
water connection associated with a parcel of land herein described and
referred to as 15967 Laurel Place, Guerneville, CA

SUMMARY and RESOLUTION

SSWD'’s “Policy Regarding Capacity Charge Required for Meter” provides in
Section 3020.144(a) that,
“The entire capacity charge is to be paid within 30 days after the District
approves an applicant’s improvement plan for water service unless the
District defers, waives or modifies this requirement pursuant to a written
agreement and the applicant, approved by the Board of Directors.”

At no time did | submit an “improvement plan for water service,” and at no
time did SSWD review or approve an “improvement plan for water service” for my
property. Therefore, there was no reason why a capacity charge was or is due.
The July 25, 2016 email demand by SSWD that | pay a capacity charge, and all
subsequent requests and demands that | pay a capacity charge, were premature,
inconsistent with, and unlawful under SSWD’s own regulation. Further, the
action taken by SSWD on or about June 30, 2017 in terminating its water service
to my property at 15967 Laurel Place, Guerneville, CA, based upon my lawful
refusal to pay the capacity charge (which, by the SSWD’s own regulation, was
not due) was arbitrary, capricious, discriminatory, inconsistent with SSWD’s own
rules, and unlawful. SSWD must comply with its own regulations. Therefore,
SSWD should: (a) restore my water service, which it unlawfully terminated on the
pretext that a capacity charge payment of $5,901,80 was due, and (b) not seek to
collect any capacity charge from me until such time as it approves such
“improvement plan for water service” as | elect to submit.

As a good faith offer to resolve this matter, when SSWD restores single
family residential water service to my property, | will pay, even though no capacity
charge is due and owing, the capacity charge at its rate of $2,930 (once this
figure has been verified) in 2006, when SSWD established water service to my

property.

BACKGROUND






For the record, | would like to state that I, in conjunction with my brother-in-
law, purchased 15967 Laurel Place from owner Michael Romero, closing the sale
in February of 2009.The property was listed four separate times in a period
dating from 2006-late 2008. All listing materials for the property presented it as
including “electrical and water utilities.” There was nothing to contradict this
information in any of the closing documents related to the sale.

Subsequently, | undertook a GPA (General Plan Amendment) project, as
directed by PRMD, in an attempt to get my parcels connected with the sewer
line. A necessary requirement of the GPA proposal included the provision of a
public benefit. As SSWD’s Shoeneman tank, located in a small jigsaw puzzle
piece of land amidst my parcels, was greatly in need of replacement due to its
limit of 10,000 gallons, and because the tank partially disrupts a view from one of
the parcels, | made an offer to Steve Mack and Kevin Gilman, managers of
Sweetwater Springs Water District (hereatfter referred to as SSWD) to provide a
new 30,000 tank in a different location, one that would supply water to the entire
service area. My proposal was warmly received and accepted by Mr. Mack, and
he wrote a letter of support for the GPA proposal that was submitted to PRMD as
part of my packet. The agreement included the provision that | would receive
three metered water connections at no charge due to the great benefit of my
providing expanded water capacity to the entire service area. Despite the fact
that PRMD had outlined and directed this GPA to me, when it was completed and
finally presented, after two years of effort and expense on my part, they refused
to pass the amendment.

In his August 22, 2017 letter in response to my questions, Mr. Mack
acknowledged that SSWD established “Single Family Residential” water service
in my name for my property in September of 2011 Although | believe that such
service was actually established by SSWD earlier, in 2009, after | had acquired
the property, it is incontestable that SSWD did establish Single Family
Residential service for my property in my name, and that it did so well before it
first notified me, in 2016 (as also acknowledged in Mr. Mack'’s letter), that the
existing service was “temporary.” And from that time forward, through June 30,
2017 (when Mr. Mack had the service disconnected) | faithfully paid all water
bills, despite the fact that the only time | spent on my land was in a small trailer
for maintenance purposes, generally amounting to a maximum of 30 days per
year.

Though Mr. Mack has claimed that my service was on a meter, | do not
understand how this could have been the case, as the monthly flat rate never
varied, which it would have done had the service been metered. Throughout its
onset and the entirety of my service connection (a period of nearly ten years), no
discussion or mention of the fact that SSWD considered the existing water
connection to be “temporary” rather than “permanent” was ever made. | believed
the existing connection to be fully associated with my property, and had no
reason to believe otherwise since | was a paying customer of SSWD.





When Mr. Mack initially contacted me on July 15, 2016, and suddenly
announced that | was required to pay what he referred to as a “capacity charge”
fee, | was confused. | had no familiarity with the term, as at no prior time had
SSWD broached the subject, and did not understand how such a fee was
determined or the reason | was suddenly obligated to pay it. Mr. Mack offered
very little by way of explanation, providing only the information that “someone
else had asked about getting water service,” and that the service for which | had
been making payments for nearly ten years was in fact only “temporary.”

Mr. Mack later acknowledged the confusion his sudden demand had
caused, and proposed | pay the fee in installments. | responded by stating that |
needed time to investigate the details of the land purchase and my closing
documents, and wanted to better understand the circumstances under which an
owner of unoccupied land was required to pay such a charge. No further
information was put forward by Mr. Mack along those lines, despite his having
offered to provide it.

Nine months later, on April 27, 2017, when Mr. Mack contacted me again,
he acknowledged he had “dropped the ball” on the matter, but instead of
providing any information that would clarify the situation, as | had anticipated, he
merely demanded payment by June 30, 2017, with the threat of disconnecting
my service should | not pay by that date. To this, | responded by asking highly
specific questions of Mr. Mack, all of which, as a long-standing customer of the
district, were reasonable, considering the nearly $6,000 fee he was demanding |
pay. Again, he refused to offer any information or answers, until | was forced to
undertake a lawyer’s assistance in obtaining them.

The District, under then managers Chuck Howell and Kevin Gilman,
provided a water connection to original owner Michael Romero on or about
February 14, 2006 under a “Construction Investigation Application,” that showed
a termporary service installation for a period of ninety days (a copy of this
document was not received by me until July 25, 2016). Mr. Romero had
completed improvement plans for the property, with architectural documents
detailing a home he intended to build on the site. SSWD policy requirement
3020.140, Charges for Installation of New Service Connection, states:

“Upon approval of an application for a new service connection and payment by
the applicant of the service installation charge and connection fees set forth herein, the
District will make all necessary installations. All deposits made for such charges and

fees shall be credited to the parcel of land to be served, and shall run with said parcel of
land.”

In good faith, Mr. Romero applied for, paid for, and received a new service
connection in February of 2006. Despite policy requirement 3020.144, dictating
that “the entire capacity charge is to be paid within thirty (30) days after the
District approves an applicant’s improvement plan for water service,” SSWD
failed to charge him the capacity charge for a period of more than two years





while it was on the market, despite his having informed them he intended to sell
the parcel. The existing water service remained in place, Mr. Romero marketed
his property with it in place, and | purchased the property with an existing water
connection that “ran with said parcel of land.”

Despite Mr. Mack'’s insistence that “all other customers have paid the
capacity charge” as a reason | should do so, SSWD has had no other long term
customers paying for a ‘temporary” connection, and | do not believe they
currently have any other customers who have paid this charge until they have
submitted developmental documents such as architectural drawings and/or
building permits. To date, | have not reached this stage of development, and
though | intend to at some point in the future, | cannot verify exactly when that
date may be. Nevertheless, | wish to state that | am willing to consider paying a
“capacity charge,” but one that is commensurate with the date when SSWD,
under the terms of their own ordinances, was obliged to charge Michael Romero
(2006), rather than the current cost, which is nearly double.

CONCLUSION

Prior to June 30, 2017, | made every effort to resolve these circumstances
with SSWD so that they would not shut off my existing water connection until
such a time that | might have an opportunity to present this matter to the Board of
Directors. But all the requests | made of Mr. Mack to answer legitimate,
reasonable questions based on my status as a long standing customer went
unanswered until | retained an attorney to assist me in presenting these
guestions to him. | proposed that | make a payment towards the “capacity
charge” until the Board had a chance to review the situation. Additionally, |
offered to pay the cost of the “capacity charge” at the price it would have been
when 15967 Laurel Place was originally purchased by Michael Romero. The
management team—NMr. Steve Mack, Mr. Kevin Gilman, and Julie Kenny—
refused to consider any of my offers and insisted | agree to the amount they
demanded (which | could not agree to do) or have my water cut off. My water
service was disconnected on June 30, 2017, despite my protests, and despite
the fact that preserving the connection until a formal review was held did not
affect the District in any way. Because my existing water connection is the last
available connection in the area, | am currently gravely concerned that SSWD
will not reinstate my service without demanding that | pay for a new water tower
that would provide water NOT exclusively to 15967 Laurel Place, but to every
customer in the entire service area. In fact, | question if whether this situation
isn't a deliberate attempt to unlawfully remove my service in order to provide it to
another potential customer.By refusing to re-instate my service, SSWD would
dramatically devalue my property and deprive me of any future potential to
receive service.





| plead that the Board consider these circumstances in a fair and just manner.
Though I do not believe | currently owe any capacity charge at all, | am willing to
pay this cost at the rate that should have been charged to to Michael Romero
when his 90 day contract was up in 2006 ($2,930), upon verification of this
number.To summarize:

SSWD'’s demand that | pay a capacity charge was premature, inconsistent with
its own regulations, and unlawful because | have never presented, and SSWD
has never approved, an improvement plan for water service for my property. For
the reasons stated above, SSWD should: (a) restore the single family residential
water service to my property that it unlawfully terminated on June 30, 2017 on
the pretext that a capacity charge payment was due and owing, when in fact it
was not, and (b) not seek to collect any capacity charge from me until such time
as it approves such “improvement plan for water service” as | elect to submit.

However, in the spirit of accommodation, and as a good faith effort to resolve this
matter, if SSWD restores single family residential water service to my property as
it existed prior to the termination of service on or about June 30, 2017, | will pay,
even though no capacity charge is due and owing, the capacity charge of $2,930,
which was the amount of the capacity charge in 2006 when SSWD established
water service to the property. | feel my willingness to do so, considering the fact
that the land is currently undeveloped and my water use is less than 30 days a
year, is more than reasonable.

Thank you for the time and attention you have devoted to this matter.
Sincerely,

Leslie C. Bahr
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SWEETWATER SPRINGS WATER DISTRICT

TO: Board of Directors AGENDA NO. V-B

FROM: Steve Mack, General Manager

Meeting Date: October 5, 2017

SUBJECT: APPROVAL OF : RESOLUTION 17-16, AUTHORIZING AND PROVIDING
FOR A FINANCING FOR THE PURPOSE OF PROVIDING A PORTION OF THE COST
OF ACQUIRING, CONSTRUCTING, ENLARGING, IMPROVING, AND/OR
EXTENDING ITS WATER FACILITY TO SERVE AN AREA LAWFULLY WITHIN ITS
JURISDICTION TO SERVE

AND

RESOLUTION 17-17, DECLARING ITS (SSWD'S) OFFICIAL INTENT TO REIMBURSE
CERTAIN EXPENDITURES FROM THE PROCEEDS OF DEBT

RECOMMENDED ACTION: Approve Resolution 17-16 which authorizes the District to
move forward with bond financing with USDA, RUS for construction of Phases 2 and 3 of
the 2017 CIP and Resolution 17-17 which allows the District to use funds from the bond
to reimburse itself for costs other than construction.

FISCAL IMPACT: No direct impact but the bond financing will allow the District to
incur debt of approximately $1.9 million.

DISCUSSION:

The District has agreed to move forward with a USDA loan obligation to fund completion
of Phases 2 and 3 of the 2017 CIP. Phases 2 and 3 of the 2017 CIP are replacement of
approximately 3,500 ft of existing main and 70 services on Old River Rd at Morningside
east to the eastern section of Foothill Drive near where Old River Road intersects with
River Road, and includes Orchard Rd and Foothill Drive. The USDA loan obligation will
have a total value of approximately $1.9 million and will have a 40 year amortization.
The bond will cost the District approximately $70,000 per year.

Resolutions 17-16 is the District formal approval of moving forward with the bond
financing. Resolution 17-17 allows the District to use bond proceeds to reimburse itself
for expenses other than construction, such as the cost of the bond financing (bond
counsel) and already spent and future engineering costs.





RESOLUTION NO.17-16

A RESOLUTION OF THE BOARD OF DIRECTORS OF THE SWEETWATER
SPRINGS WATER DISTRICT AUTHORIZING AND PROVIDING FOR A FINANCING
FOR THE PURPOSE OF PROVIDING A PORTION OF THE COST OF ACQUIRING,

CONSTRUCTING, ENLARGING, IMPROVING, AND/OR EXTENDING ITS WATER
FACILITY TO SERVE AN AREA LAWFULLY WITHIN
ITS JURISDICTION TO SERVE

WHEREAS, it is necessary for the Sweetwater Springs Water District (hereinafter
called the “District”) to raise a portion of the cost of such undertaking by entering into an
installment purchase agreement including the execution and delivery of certificates of
participation in the District’s installment purchase obligation, created thereunder, in the
principal amount of $1,979,000, pursuant to the provisions of the California Water Code;
and

WHEREAS, the District intends to obtain assistance from the United States
Department of Agriculture (herein called the “Government”), acting under the provisions
of the Consolidated Farm and Rural Development Act (7 U.S.C. 1921 et seq.), in the
planning, financing, and supervision of such undertaking and the purchasing of
certificates of participation lawfully issued, in the event that no other acceptable
purchaser for such certificates of participation is found by the District.

NOW, THEREFORE, in consideration of the premises, the Board of Directors of
the Sweetwater Springs Water District hereby resolves:

1. To have prepared, on its behalf, and to adopt a resolution for the
execution and delivery of installment purchase financing documents containing such
items, and in such forms as are required by state statutes and as are agreeable and
acceptable to the Government.

2. To refinance the unpaid balance, in whole or in part, of the certificates of
participation, upon the request of the Government, if at any time it shall appear to the
Government that the District is able to refinance the certificates of participation by
obtaining a loan for such purposes from responsible cooperative or private sources, at
reasonable rates and terms for loans for similar purposes and periods of time as
required by Section 333(c) of said Consolidated Farm and Rural Development Act (7
U.S.C. 1983(c)).

3. To provide for, execute, and comply with Form RD 400-4, “Assurance
Agreement,” and Form RD 400-1, “Equal Opportunity Agreement,” including an “Equal
Opportunity Clause,” which clause is to be incorporated in, or attached as a rider to,
each construction contract and subcontract involving in excess of $10,000.





Resolution 17-16 2
October 5, 2017

4. To indemnify the Government for any payments made or losses suffered
by the Government on behalf of the District. Such indemnification shall be payable from
the same source of funds pledged to pay the District’s installment purchase obligations
or any other legal permissible source.

5. That upon default in the payments of any principal and accrued interest
with respect to the certificates of participation or in the performance of any covenant or
agreement contained herein, or in the instruments incident to making or insuring the
loan, the Government, at its option, may (a) declare the entire principal amount, then
outstanding, and accrued interest immediately due and payable, (b) for the account of
the District (payable from the source of funds pledged to pay the District’s installment
purchase obligations or any other legally permissible source), incur and pay reasonable
expenses for repair, maintenance, and operation of the facility and such other
reasonable expenses as may be necessary to cure the cause of default, and/or (c) take
possession of the facility, repair, maintain, and operate or rent it. Default under the
provisions of this resolution or any instrument incident to the making or insuring of the
loan may be construed by the Government to constitute default under any other
instrument held by the Government, and executed or assumed by the District, and
default under any such instrument may be construed by the Government to constitute
default hereunder.

6. Not to sell, transfer, lease, or otherwise encumber the facility or any
portion thereof, or interest therein, or permit others to do so without the prior written
consent of the Government.

7. Not to defease the certificates of participation, or to borrow money, enter
into any contract or agreement, or otherwise incur any liabilities for any purpose in
connection with the facility (exclusive of normal maintenance) without the prior written
consent of the Government if such undertaking would involve the source of funds
pledged to pay the District’s installment purchase obligations.

8. To place the proceeds of the certificates of participation on deposit in an
account and in a manner approved by the Government. Funds may be deposited in
institutions insured by the state or federal government or invested in readily marketable
securities backed by the full faith and credit of the United States. Any income from these
accounts will be considered as revenues of the system.

9. To comply with all applicable state and federal laws and regulations and to
continually operate and maintain the facility in good condition.

10. To provide for the receipt of adequate revenues to meet the requirements
debt service, operation and maintenance, and the establishment of adequate reserves.
Revenue accumulated over and above that needed to pay operating and maintenance,
debt service and reserves may only be retained or used to make prepayments on the
loan. Revenue cannot be used to pay any expenses which are not directly incurred for
the facility financed by the USDA. No free service or use of the facility will be permitted.
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Resolution 17-16 3
October 5, 2017

11. To acquire and maintain such insurance and fidelity bond coverage as
may be required by the Government.

12. To establish and maintain such books and records relating to the
operation of the facility and its financial affairs, and to provide for the required audit
thereof, as required by the Government, to provide the Government a copy of each
such audit without its request, and to forward to the Government such additional
information and reports as it may from time-to-time require.

13. To provide the Government at all reasonable times access to all books
and records relating to the facility and access to the property of the system so that the
Government may ascertain that the District is complying with the provisions hereof, and
of the instruments incident to the making or insuring of the loan.

14.  That if the Government requires that a reserve account be established and
maintained, disbursements from that account may be used when necessary for
payments due on the certificates of participation if sufficient funds are not otherwise
available. With the prior written approval of the Government, funds may be withdrawn
for:

a. Paying the cost of repairing or replacing any damage to the facility
caused by catastrophe.

b. Repairing or replacing short-lived assets.

C. Making extensions or improvements to the facility.

Any time funds are disbursed from the reserve account, additional deposits will
be required until the reserve account has reached the required funded level.

15. To provide adequate service to all persons within the service area who
can feasibly and legally be served and to obtain USDA's concurrence prior to refusing
new or adequate services to such persons. Upon failure to provide services which are
feasible and legal, such person shall have a direct right of action against the District or
Board of Directors.

16. To comply with the measures identified in the Government's
environmental impact analysis for this facility for the purpose of avoiding or reducing the
adverse environmental impacts of the facility’s construction or operation.

17.  The provisions hereof and the provisions of all instruments incident to the
making or the insuring of the loan, unless otherwise specifically provided by the terms of
such instrument, shall be binding upon the District as long as the certificates of
participation are held or insured by the Government or assignee. The provisions of
Sections 6 through 17 hereof may be provided for in more specific detail in the
installment purchase financing documents; to the extent that the provisions contained
in such installment purchase financing documents should be found to be inconsistent
with the provisions hereof, these provisions shall be construed as controlling between
the District and the Government or assignee.
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Resolution 17-16 4
October 5, 2017

| hereby certify that the foregoing is a full, true, and correct copy of a Resolution duly
and regularly adopted and passed by the Board of Directors of the SWEETWATER
SPRINGS WATER DISTRICT, Sonoma County, California, at a meeting held on
October 5, 2017, by the following vote.

>
e

0]

Director ve

Sukey Robb-Wilder

Tim Lipinski

Richard Holmer
Gaylord Schaap

Pip Marquez de la Plata

Sukey Robb-Wilder
President of the Board of Directors

Attest: Julie A. Kenny
Clerk of the Board of Directors
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Resolution 17-16 5
October 5, 2017

CERTIFICATION TO BE EXECUTED AT LOAN CLOSING

I, the undersigned, as General Manager of the Sweetwater Springs Water
District _, hereby certify that the Board of Directors__ of such District is composed of
5 members, of whom , constituting a quorum, were present at a meeting thereof
duly called and held on the _5th day of October, 2017; and that the foregoing resolution was
adopted at such meeting by the vote shown above. | further certify that as of
, the date of closing of the loan from the Government, said resolution
remains in effect and has not been rescinded or amended in any way.

Dated, this day of ,

By:

Name: Stephen Mack

Title: General Manager
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RESOLUTION NO. 17-17

A RESOLUTION OF THE BOARD OF DIRECTORS OF THE
SWEETWATER SPRINGS WATER DISTRICT
DECLARING ITS OFFICIAL INTENT
TO REIMBURSE CERTAIN EXPENDITURES
FROM THE PROCEEDS OF DEBT

WHEREAS, Sweetwater Springs Water District (the “District”) intends to provide
for improvements, extensions, and additions to the municipal water system of the
District, as further described in Exhibit A, attached hereto and incorporated herein (the
“Project”);

WHEREAS, the District anticipates that, for the purpose of financing the costs of
the Project on a long-term basis, it will issue debt obligations;

WHEREAS, the maximum principal amount of such debt expected to be issued
to finance the Project is $1,979,000 ;

WHEREAS, the District has, heretofore, and expects in the future to pay certain
expenditures in connection with the Project prior to the issuance of the debt; and

WHEREAS, in order to obtain favorable treatment of the expenditures of the
proceeds of the debt used to reimburse the District's prior expenditures, Treasury
Regulations section 1.150-2 requires the District to declare its reasonable official intent
to reimburse such prior Project expenditures with the proceeds of debt.

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

1. Findings

The Board of Directors hereby finds and determines that the foregoing recitals are
true and correct.

2. Official Intent

. The District hereby states that it reasonably expects to reimburse its expenditures on
Project costs with proceeds of debt to be incurred by the District. The foregoing
statement is a declaration of official intent that is made under and only for the purpose
of establishing compliance with the requirements of Treasury Regulations
section 1.150-2. This resolution does not bind the District to make any expenditure on
the Project or to incur any debt for the Project.





Resolution 17-17 2
October 5, 2017

3. Authority to Declare Official Intent

The Board of Directors designates the District Manager as the officer of the District
who is authorized, individually, to declare official intent, on behalf of the District,
regarding reimbursement of prior expenditures with debt proceeds for purposes of
compliance with Treasury Regulations section 1.150-2 and any successor thereto.

4, Additional Acts

The officers of the District are hereby authorized and directed, individually and
collectively, to do any and all things and to execute, deliver and perform any and all
agreements and documents that they deem necessary or advisable in order to
effectuate the purposes of this resolution. All actions, heretofore, taken by the officers
of the District that are in conformity with the purposes and intent of this resolution are
hereby ratified, confirmed and approved in all respects.

5. Effective Date

. This resolution shall take effect from and after its adoption.

| hereby certify that the foregoing is a full, true, and correct copy of a Resolution duly
and regularly adopted and passed by the Board of Directors of the SWEETWATER
SPRINGS WATER DISTRICT, Sonoma County, California, at a meeting held on
October 5, 2017, by the following vote.

>
e

Director ve 0

Sukey Robb-Wilder

Tim Lipinski

Richard Holmer
Gaylord Schaap

Pip Marquez de la Plata

Sukey Robb-Wilder
President of the Board of Directors

Attest: Julie A. Kenny
Clerk of the Board of Directors
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Exhibit A

(Project List)

Improvements to the Sweetwater Springs Water District water system.
Improvements include replacement of approximately 3,500 ft of existing main and 70
services on Old River Rd at Morningside east to the eastern section of Foothill Drive,
Orchard Rd, Foothill Drive and River Rd on river side of the road, and the installation of

fire hydrants.
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SWEETWATER SPRINGS WATER DISTRICT

TO: Board of Directors AGENDA NO. V-C

FROM: Steve Mack, General Manager

Meeting Date: August 3, 2017

SUBJECT: PARTICIPATION IN THE PUBLIC AGENCY RETIREMENT SERVICES
(PARS) PENSION RATE STABILIZATION PROGRAM

RECOMMENDED ACTION: Receive a presentation by General Manager Steve Mack on
District investment of funds held in the PARS Public Agencies Post-Employment Benefits
Trust (PARS Trust) and provide direction to staff.

FISCAL IMPACT: Varies, depending on the level of investment risk selected and the
level of investment management selected.

DISCUSSION:

Over the last few months, the District has investigated and ultimately decided to
participate in the PARS Trust as one method of addressing pension costs and to fund
the Trust with a portion of District reserves currently held at the County Following
direction given at the last Board Meeting, staff has completed and sent in the PARS
Trust enrollment paperwork, and earlier in this meeting a check in the sum of $200,000
consisting of policy reserves housed in the District's Building Fund at the County was
approved to fund our Trust.

This month's discussion focuses on our investment choices.

PARS offers five (5) diversified portfolio choices (managed by HighMark Capital
Management) representing a range of risk as shown below:

% 5-year Annualized

Return **
(County of Sonoma) (1% or less)
Conservative (15% Equities) 3.51%
Moderately Conservative (30% Equities) 5.09%

Moderate (50% Equities) 7.12%






PARS Presentation 2
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Balanced (60% Equities) 8.13%

Capital Appreciation (75% Equities) 9.67%

** Does NOT include fund fees.

Attached to this staff report is more detailed information about each of these portfolios
as of 2017, 2nd Quarter.

All of the portfolios project a higher annualized rate of return than the District has been
getting at the County for the last few years. The County's investments are in bonds
and fixed income. The PARS Trust portfolios invest a portion of funds in equities.
Generally speaking, higher investment in equities means higher annualized returns, but
also a higher risk of losing money. In addition, each portfolio offers the choice of
actively managed investment choices or a passive approach using index funds. The
actively managed portfolios carries with it fund fees that are approximately 40 basis
points (0.40%) higher than the passive approach. One would think an actively
managed fund should achieve higher returns than a passively managed one, but history
does not definitively bear this theory out.

Which portfolio should the District choose? The question of how much risk to take
was considered by the Board when the District began participation in the CERBT
program, a Trust similar to the PARS Trust that the District joined to address retiree
health costs. For that program, the District picked a portfolio strategy that invests 65%
in Equities/REITS with an expected average annual return of 7.28%. The closest
counterpart to this portfolio strategy with PARS is the Balanced Portfolio (60% equities).
In a nod to the Board discussion when the District joined CERBT, and because the level
of risk seems about right, staff is recommending investment in the Balanced Portfolio

Staff also strongly recommends choosing the passive approach over an actively
managed fund. The possibility of slightly higher returns seems more than outweighed
by the additional fees of an actively managed fund, fees which must be paid even in
years in which the fund loses money.

Staff has discussed investment strategies with Andrew Brown, a financial advisor with
Highmark Capital who manages the PARS accounts, who pointed out that the fund
choice should be considered in conjunction with projected withdrawals from the
account. Given our plan to leave the funds sit for the near future, either the Balanced
fund or the Moderate portfolio would both be sensible choices. He also noted that we
can instruct PARS to have the funds invested over a 3-4 month period rather than all at
one time to smooth any near term market volatility.





HicaMARrke

CAPITAL MANAGEMENT

PARS DIVERSIFIED PORTFOLIOS

CONSERVATIVE

WHY THE PARS DIVERSIFIED
CONSERVATIVE PORTFOLIO?

Comprehensive Investment Solution
HighMark® Capital Management, Inc.’s (HighMark)
diversified investment portfolios are designed to
balance return expectations with risk tolerance.
Key features include: sophisticated asset allocation
and optimization techniques, four layers of
diversification (asset class, style, manager, and
security), access to rigorously screened, top tier
money managers, flexible investment options, and
experienced investment management.

Rigorous Manager Due Diligence

Our manager review committee utilizes a rigorous
screening process that searches for investment
managers and styles that have not only produced
above-average returns within acceptable risk
parameters, but have the resources and commitment
to continue to deliver these results. We have set high
standards for our investment managers and funds.
This is a highly specialized, time consuming
approach dedicated to one goal: competitive and
consistent performance.

Flexible Investment Options

In order to meet the unigue needs of our clients,

we offer access to flexible implementation strategies:
HighMark Plus utilizes actively managed mutual
funds while Index Plus utilizes index-based
securities, including exchange-traded funds. Both
investment options leverage HighMark's active asset
allocation approach.

Risk Management

The porifolio is constructed to control risk through
four layers of diversification — asset classes (cash,
fixed income, equity), investment styles (large cap,
small cap, international, value, growth), managers
and securities. Disciplined mutual fund selection and
monitoring process helps to drive return potential
while reducing portfolio risk.

Q2 2017

INVESTMENT OBJECTIVE

To provide a consistent level of
inflation-protected income over
the long-term. The major portion
of the assets will be fixed
income related, Equity securities
are utilized to provide inflation
protection,

Efficlent Frontier

Capital Appreciatio
Balanced

Moderate

Moderately Conservalive

Conservative

Reward (Rale of Return)

o iiis_k Eé}ﬂﬁdéfd Deviation)

ASSET ALLOCATION — CONSERVATIVE PORTFOLIO

Strategic Range Policy Tactical
Equity 5~20% 15% 15%
Fixed Income 60 - 95% 80% 79%
Cash 0~ 20% 5% 6%

(Gross of Investment Management Fees, but

ANNUALIZED TOTAL RETURNS (3rose of investment Manage

HighMark Plus (Active) Index Plus (Passive)

Current Quarter* 1.92% Current Quarter* 1.63%
Biended Benchmark** 1.41% Blended Benchmark** 1.41%
Year To Date 3.83% Year To Date 3.09%
Blended Benchmark 2.85% Blended Benchmark 2.85%
1 Year 3.85% 1 Year 2.54%
Blended Benchmark 2,88% Blended Benchmark 2.88%
3 Year 2.95% 3 Year 2.64%
Blended Benchmark 2,82% Blended Benchmark 2.82%
5 Year 3.96% 5 Year 3.51%
Blended Benchmark 3.46% Blended Benchmark 3.46%
10 Year 4.33% 10 Year 3.86%
Blended Benchmark 3.91% Blended Benchmark 3.91%

* Retums less than 1-year ara not apnualized, **Breakdown for Blended Benchmark: 7.5% S&P500, 1.6% Russell Mid Cap, 2,5%
Russell 2000, 1% MSC| EM FREE, 2% MSCI EAFE, 52,25% BC US Agg, 25.75% ML 1-3 Yr US Corp/Gov', 2% US High Yield
Master II, 0.5% Wilshirs REIT, and 5% CIti 1 Mth T-Bill. Prior to Qctober 2012, the blanded benchmarks wara 12% S&P 500: 1%
Russell 2000, 2% MSCI EAFE, 40% ML 1-3 Year Corp./Govt, 40% BC Agg, 5% Citl 1 Mth T-Bill. Prior to April 2007, the blended
benchmarks were 15% S&P 500, 40% ML 1-3Yr Corp/Gov, 40% BC Agg, and 5% Citl 1 Mth T-BIll,

ANNUAL RETURNS
HighiMark Plus (Active) Index Plus (Passive)
2008 -9.04% 2008 -6.70%
2009 15.69% 2009 10.49%
2010 8.68% 2010 7.67%
2011 2.19% 2011 3.70%
2012 8.45% 2012 6.22%
2013 3.69% 2013 3.40%
2014 3.88% 2014 4.32%
2015 0.29% 2015 0.06%
2016 4.18% 2016 3.75%
PORTFOLIO FACTS

Index Plus (Passive)
Inception Data 07/2004
No of Funds in Portfolio 13

HighMark Plus (Active)
Inception Data 07/2004
No of Funds in Portfolio 19





HOLDINGS

HighMark Plus (Active)
COLUMBIA CONTRARIAN CORE-Z
VANGUARD GROWTH & INCOME-ADM
DODGE & COX STOCK FUND
HARBOR CAPITAL APPRECIARET
T ROWE PR GROWTH STOCK-
ISHARES RUSSELL MID-CAP ETF
VANGUARD REIT ETF

UNDISC MGRS BEHAV VAL-L

T ROWE PR NEW HORIZONS-|
NATIONW BAILRD INT EQ-INST
DODGE & COX INTL STOCK FUND
MFS INTL GROWTH-|

HRTFRD SCHR EM MRKT EQ-Y
VANGUARD ST INVEST GR-ADM
PIMCO TOTAL RETURN FUND-INST
PRUDENTIAL TOTAL RETRN BND-Q
NATIONW HIGHMARK BND-INS SRV
EATON VAN FLRT & HI INC-INS

Index Plus (Passive)
ISHARES CORE S&P 500 ETF
ISHARES S&P 500 VALUE ETF
ISHARES S&P 500 GROWTH ETF
ISHARES RUSSELL MID-CAP ETF
VANGUARD REIT ETF

ISHARES RUSSELL 2000 VALUE E
ISHARES RUSSELL 2000 GROWTH
ISHARES MSCI EAFE ETF
VANGUARD FTSE EMERGING MARKE
VANGUARD SIT INVEST GR-ADM
ISHARES CORE U.S. AGGREGATE
POWERSHARES SENIOR LOAN
FIRST AM GOV OBLIG-Z

Holdings are subject to change at the
diseretion of the investment manager.

FIRST AM GOV OBLIG-Z

STYLE

Real Estate
0.8%

Small Cap

2.5%

Large Cap Value
1.2%

Large Cap Core 7'
4.7% Py -

Shont-Term Bond _/
12.4%

Floating Rate Note /" _
3.0% Cail Interm-Term Bond

63.7%

The parformanca records shown represent size-weighted composites of tax exempt accounts that meet the following criteria:
Composites are managed by HighMark's HighMark Capital Advisors (HCA) with full investmenl authority according fo the
PARS Conservative active and passive objectives and do not have equity concentration of 25% or mare in one commen
stack security.
The adviser to the PARS portfolios Is US Bank, and HighMark serves as sub-adviser to US Bank to manage these Eon‘i’ollos.
US Bank may chnrga cllents as much as 0.60% annuel management fee based on a sliding scale. As of June 30, 2017, the
blendead rate is 0.58%. US Bank pays HI%hMark 60% of tha annual management fee for assets sub-advised by HighMark
under its sub-advisory agreement with US Bank, The 36 basls points pald to HighMark, as well as other expenses that ma
be incurred in the management of the portfolio, will reduce the portfollo returns, Assuming an investment for five years, a 5%
annual total return, and an annual sub-advisory fes rate of 0,38% deducted from the assets at market at the end of each year,
a 10 miltion initial valua would grow to $12.54 milllon after fees (Net-of-Feas) and $12,76 million befora fees (Gross-of-Fees).
Additional information regerding the firm's policles and ?rocedures for calculating and reporting performance reaulta is
available upon request, In Q1 2010, the PARS Composite definition was changed from $750,000 minimum to no minimum.
Parformanca results are calculated and presented In U.S. dollars and do not reflect the deduction of investment advisory
fees, ct{'slady fees, or taxes but do reflect the deduction of trading expenses. Returns are calculated based on trade-date
accounting.
Blended banchmarks represent HighMark's strategle allocations betwaen equity, fixed income, and cash and are rebalanced
monthly. Benchmark returns do not reflect the deduction of advisery fees or other expenses of investing but assumes the
reinvestment of dividends and other earnings. An Investor cannot invest directly in an index. The unmanaged S&P 500 Index
is representative of the parformance of large companies in the U.S. stock market, The MSC| EAFE index [s a free float-
adjusted market capitalization index designed to measure developed market equity performance, excluding the U.S. and
Canada. The MSCI Emerging Markets Free Index Is a free float-adjusted market c;fitalization index that Is designed to
measure equity market performance in the global emerging markets, The Russell Midcap Index measures the performance of
the l‘nid-caF segment of the U.S. equity universe, The Russell 2000 Index measures the performance of the small-cap
segment of the U.S. equity universe. The US High Yield Master Il Index tracks the Eerformanca of below investment grade
U.S. dellar-denominated corporate bonds publicly issued in the U.S. domeslic market, Wilshire REIT index measures U.S.
publicly traded Real Estate Investment Trusts. The unmanaged Bloomberg Barclars Capital (BC) U.S. Aggregate Bond Index
is generally representative of the U.S, taxable bond market as a whole, The Merrill Lynch (ML) 1-3 Year U.S. Corporate &
Govemment Index tracks the bond performance of The ML U.S, Corporate & Government Index, with a remaining term to
_t';pal matug;ﬁ' less than 3 years. The unmanaged Citigroup 1-Manth Treasury Bill Index tracks the yield of the 1-month U.S,
raasury Bill,

HighMark Capital Management, Inc. ﬁirghhnark), an SEC-registered investment adviser, is a wholly owned subsidiary of
MUFG Union Bank, N.A, (MUB), HighiMark manages Institutional separate account portfolios for a wide variety of for-profit
and nonprofit organizations, public agencies, public and private retirement plans, and ?ersonnl trusts of all sizes, It may elso
serve as sub-adviser for mutual funds, common frust funds, and collective investment funds. MUB, a subsidiary of MUFG
Americas Holdings Corporation, provides certain sarvices to HighMark and Is compensated for these services, Past
performance dees not guarantee future results, Individual account management and construction will varr depending on
each client's invesiment needs and objectlves. Investments employing HighMark strategies are NOT insured by the
FDIC or by any other Federal Government Agency, are NOT Bank deposits, are MOT guaranteed by the Bank or any
Bank affiliate, and MIAY lose value, Including possible loss of principal.

HIGHMARK CAPITAL MANAGEMENT

350 California Street
Suijte 1600

San Francisco, CA 94104
800-582-4734

www.highmarkcapital.com

ABOUT THE ADVISER

HighMark® Capital Management, Inc.(Hight

over 80 years (including predecessar organi ) of
institutional money managem Xpernenc h mare
than $15.6 billion in assets Un

HighMark has a long term dis

money management and cur

a wide array of clients.

ABOUT THE PORTFOLIO MANAGEMENT TEAM
Andrew Brown, CFA®

Senior Partfolio M

Investment Experienc

HighMark Tenure: since

Education: MBA, University of Scuthern

BA, University of Southem California

Salvator

ry* Milazzo Hi, CFA®
o Manager

J. Keith Stribling, CFA®
ior Portfolia Manager
: e: since 1985
HighMark Tenure 21885
Education: BA, Stetson University

Christiane Tsuda
Senior Portfolio Manage
Investment Experi
HighMark Te )
Education: BA, Inte

Education: BA, University of California, Sants Barbara

Asset Allocation Committee
Number of Members: 16

Manager Review Grotp
Number of Members:
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CAPITAL MANAGEMENT

PARS DIVERSIFIED PORTFOLIOS

MODERATELY CONSERVATIVE

WHY THE PARS DIVERSIFIED

MODERATELY CONSERVATIVE PORTFOLIO?

Comprehensive Investment Solution
HighMark® Capital Management, Inc.’s (HighMark)
diversified investment portfolios are designed to
balance return expectations with risk tolerance.
Key features include: sophisticated asset allocation
and optimization techniques, four layers of
diversification (asset class, style, manager, and
security), access to rigorously screened, top tier
money managers, flexible investment options, and
experienced investment management.

Rigorous Manager Due Diligence

Our manager review committee utilizes a rigorous
screening process that searches for investment
managers and styles that have not only produced
above-average returns within acceptable risk
parameters, but have the resources and commitment
to continue to deliver these results. We have set high
standards for our investment managers and funds.
This is a highly specialized, time consuming
approach dedicated to one goal: competitive and
consistent performance.

Flexible Investment Options

In order to meet the unique needs of our clients,

we offer access to flexible implementation strategies:
HighMark Plus utilizes actively managed mutual
funds while Index Plus utilizes index-based
securities, including exchange-traded funds. Both
investment options leverage HighMark’s active asset
allocation approach.

Risk Management

The portfolio is constructed to control risk through
four layers of diversification — asset classes (cash,
fixed income, equity), investment styles (large cap,
small cap, international, value, growth), managers
and securities. Disciplined mutual fund selection and
monitoring process helps to drive return potential
while reducing portfolio risk.

Q2 2017

INVESTMENT OBJECTIVE
| Efficient Frontier
To provide currentincome and ~ _ |
moderate capital appreciation. ;% | T
The major portion of the assets % | Batanced T
is committed to income- 2| Moderale
producing securities. Market i_f- ; Moderately Conservative
fluctuations should be expected. g |
« Conservative
Risk (Standard Deviation)
ASSET ALLOCATION ~— MODERATELY CONSERVATIVE PORTFOLIO
Strategic Range Policy Tactical

Equity 20 - 40% 30% 30%

Fixed Income 50 - 80% 65% 67%

Cash 0-20% 5% 3%

(Gross of Investment Management Fees, but

ANNUALIZED TOTAL RETURNS Net of Embedded Fund Fees)

HighMark Plus (Active) Index Plus (Passive)

Current Quarter* 2.32% Current Quarter* 1.97%
Blended Benchmark** 1.85% Blended Benchmark™ 1.85%
Year To Date 5.06% Year To Date 4.17%
Blended Benchmark 4,10% Blended Benchmark 4.10%
1 Year 6.67% 1 Year 5.12%
Blended Benchmark 5,50% Blended Benchmark 5.50%
3 Year 3.64% 3 Year 3.55%
Blended Benchmark 3.78% Blended Benchmark 3.78%
5 Year 5.42% 5 Year 5.09%
Blended Benchmark 5.21% Blended Benchmark 521%
10 Year 4.75% 10 Year 4.28%
Blended Benchmark 4,56% Blended Benchmark 4.56%

* Retums less than 1-year are not annualized, *~Breakdown for Blended Benchmark: 15,5% S&P500, 3% Russell Mid Cap, 4.5%
Russell 2000, 2% MSCI EM FREE, 4% MSCI EAFE, 49,25% BC US Agg, 14% ML 1-3 Yr US Corp/Gov't, 1.75% US High Yield
Master [I, 1% Wilshire REIT, and 5% Citl 1 Mth T-Bill. Prior to October 2012, the blended benchmarks were 25% S&P 500; 1.5%
Russell 2000, 3.5% MSCI EAFE, 25% ML 1-3 Year Corp./Govt, 40% BC Agg, 5% Citl 1 Mth T-Bill. Prior to April 2007, the blended
benchmarks were 30% S&P 500, 25% ML 1-3Yr Corp/Gov, 40% BC Agg, and 5% Citi 1 Mth T-Bill,

ANNUAL RETURNS
HighMark Pius {Active) Index Plus (Passive)
2008 -15.37% 2008 -12.40%
2009 18.71% 2009 11.92%
2010 10.46% 2010 9.72%
2011 1.75% 2011 3.24%
2012 10.88% 2012 8.24%
2013 7.30% 2013 6.78%
2014 4.41% 2014 5.40%
2015 0.32% 2015 -0.18%
2016 4.93% 2016 5.42%

PORTFOLIO FACTS

HighMark Plus (Active) Index Plus (Passive)

Inception Data 08/2004  Inception Data 05/2005

No of Funds in Portfolio 19 No of Funds in Portfolio 13





HOLDINGS

HEéiﬂuar?: Plus {Active)
COLUMBIA CONTRARIAN CORE-Z
VANGUARD GROWTH & INCOME-ADM
DODGE & COX STOCK FUND
HARBOR CAPITAL APPRECIA-RET
T ROWE PR GROWTH STOCK-I
ISHARES RUSSELL MID-CAP ETF
VANGUARD REIT ETF

UNDISC MGRS BEHAV VAL-L

T ROWE PR NEW HORIZONS-|
NATIONW BAILRD INT EQ-INST
DODGE & COX INTL STOCK FUND
MFS INTL GROWTH-l

HRTFRD SCHR EM MRKT EQ-Y
VANGUARD S/T INVEST GR-ADM
PIMCO TOTAL RETURN FUND-INST
PRUDENTIAL TOTAL RETRN BND-Q

Index Plus (Passive)
JSHARES CORE S&P 500 ETF
ISHARES S&P 500 VALUE ETF
ISHARES S&P 500 GROWTH ETF
ISHARES RUSSELL MID-CAP ETF
VANGUARD REIT ETF

ISHARES RUSSELL 2000 VALUE E
ISHARES RUSSELL 2000 GROWTH
ISHARES MSCI EAFE ETF
VANGUARD FTSE EMERGING MARKE
VANGUARD SIT INVEST GR-ADM
ISHARES CORE U.S, AGGREGATE
POWERSHARES SENIOR LOAN
FIRST AM GOV OBLIG-Z

Holdings are subject to change at the
discretion of the investment manager.

HIGHMARK CAPITAL MANAGEMENT

350 California Street
Suite 1600

San Francisco, CA 94104
800-582-4734

www.highmarkcapital.com

ABOUT THE ADVISER

HighMark® Capital Management, Inc. (HighMark) has
over 90 years (including predecessor organizations) of
institutional money managem Xperier ith more
than $15.6 billion.in assets under management.
HighMark has a long term disciplined approach to
meney'management and currently manages assets for
a wide array of clients.

ABOUT THE PORTFOLIO MANAGEMENT TEAM
Andrew Brown, CFA

Senior Portfolio Mana

Investment Experi

HighMark Tenure: s

Education: MBA, University of Southein California;
BA, University of Southemn California

FATIHRO HEGHIARE B 2 By Salvatore “Tory” Milazzo Ill, CFA®
EATON VAN FL RT & HI INC-INS Senior Portfolio Mapager
FIRST AM GOV OBLIG-Z Investment Experience:
HighMark Tenure: si
STYLE Education: BA, Colgate University
eal E: X
Large Cep vi.mez‘.!(s \" O ot con 4% J, Keith Stribling, CFA®
Cash 3.5% Senior Portfolio Manager

"Re

Investment Ex| nce; since 1985
HighMark Tenure: since 1995
Education: BA, Stetson University

Intf Stocks 7.2% ~

Mid Cap 2.2%

Large Cap Growth
2,5% Christiane Tsuda

Senior Portfolio Manager

Investment Experience: since 1987

HighMark Tenure: sin 010

Education: BA, Inlemational Christian University, Takyo

Interm-Term Bond . ¥
53.6% 7

Anne Wimmer, CFA®

Senior Portfolio Mana

Short-Term Bond /" - .
10.2% Investment Experienc
HighMark Tenure: sin
Floating Rate Nota " Education: BA, Universily of California, Santa Barbara
2.8%

Asset Allocation Committee

9+ vie Ners:s
The performance records shown represent size-welghted con&posltes of tax exempt accounts that meet the following criteria: N“ml]t r Df_r‘_"f‘nﬂ SEX 16_7
Compasites are managed by HighMark's HighMark Capital Advisars (HCA) with full Investment authority according to the Average Years of Experience
PARS Moderately Conservative active and passive objectives and do not have equity concentration of 25% or more in one Average Tenure (Years): 13
commoan stock security. g Cars ).

The adviser to the PARS portfolios Is US Bank, and HighMark serves as sub-adviser to US Bank to managa these gortiolloa. 3

US Bank may charge clients as much as 0.60% annual management fee based o a sliding scale, As of June 30, 2017, the Manager Review Group
blended rate Is 0.58%, US Bank pays Hi%hMark 80% of the annual management fas for assets sub-advised by HighMark Number of Members: 8
under its sub-advisory agreement with US Bank, The 38 basis points pald to HighMark, as well as other expenses that ma e !
be Incurred in the management of the portfolio, will reduce the portfolio returns, Assuming an Investment for five years, a 5% erage. e of
annual total return, and an annual sub-advisary fes rate of 0,36% deducled from the assets at markat at the end of each year,
a 10 million Initial value would grow to $12.54 million after fees (Nat-of-Fees) and $12.76 million before fees (Gross-of-Fees).
Additional information regarding the firm's policies and procedurss for calculating and reporting perfarmance results Is
available upon request, In Q1 2010, the PARS Composite dafinition was changed from $750,000 minimum to no minimum,
Performance results are calculated and presented in U.S. dollars and do not reflect the deduction of investmsnt advisory
fees, custody feas, or taxes but do refiect the deduction of trading expenses. Returns are calculated based on trade-date
accounting.

Blended benchmarks represent HighMark's strategic allocations between equity, fixed income, and cash and ara rebalanced
monthly. Benchmark retums do not reflect the deduction of advisory fees or other expenses of Investing but assumes the
reinvestment of dividends and other earnings. An investor cannot invest diractly in an index. The unmanaged S&P 500 Index
is representative of the performance of large companies in the U.S, stock market. The MSCI EAFE Index is a frae float-
adjusted market capitalization Index designed to measure developed market equity performance, exeluding the U.S, and
Canada, The MSCI Emerging Markets Free Index is a free float-adjusted market cm:ltalization index that is designed to
measure equity market performance In the global emerging markets, The Russell Midcap Index measures the performance of
the mld—caP segment of the U.S. equity universe, The Russell 2000 Index measures the performance of the small-cap
segment of the U.S. equity universe. The US High Yield Master |l Index tracks the performance of below investment grade

U.S. dollar-denominated corporate bonds publicly issued in the U.S. domestic market, Wilshire REIT index measures U.S,
publicly traded Real Estate Investment Trusts. The unmanaged Bloomberg Barclays Cgﬁilal (BC) U.S. Aggregate Bond Index
1s generally representative of tha U.S. laxable bond market as a whole, The Merrili Lynch (ML) 1-3 Year U'S, Carporate &
Gavernment Index tracks the bond performance of The ML U.S, Co?orale & Government Index, with a remalining term to
final maturixﬁ less than 3 years. The unmanagead Citigroup 1-Month Treasury Bill Index tracks the yleld of the 1-month U.S.
Treasury Bill,

HighMark Capital Management, Inc. wlilghMa;k), an SEC-registered investment adviser, ia a wholly owned subsidiary of
MUFG Union Bank, N.A, (MUB). HighMark mana?es Institutlonal separate account portfolios for a wide varlety of for-profit
and nonprofit organizations, public agencles, public and private retirement plans, and personal trusts of all sizes, [t may also
serve as sub-adviser for mutual funds, commeon trust funds, and collective investment funds, MUB, a subsidiary of MUFG
Americas Holdings Corporation, pravides certain services ta HighMark and is compensated for these services, Past
performance does not guarantee futura results, Individual account management and construction will varr depending on
each client’s investment needs and objectives, Investments emplaying HighMark strategles are NOT insured by the

FDIC or b}; any other Federal Government Agency, are NOT Bank deposits, are NOT guaranteed by the Bank or any
Bank affiliate, and MAY lose value, including possible loss of principal.






CAPITAL MANAGEMENT

PARS DIVERSIFIED PORTFOLIOS
MODERATE

WHY THE PARS DIVERSIFIED
MODERATE PORTFOLIO?

Comprehensive Investment Solution
HighMark® Capital Management, Inc.’s (HighMark)
diversified investment portfolios are designed to
balance return expectations with risk tolerance,
Key features include: sophisticated asset allocation
and optimization techniques, four layers of
diversification (asset class, style, manager, and
security), access to rigorously screened, top tier
money managers, flexible investment options, and
experienced investment management.

Rigorous Manager Due Diligence

Our manager review committee utilizes a rigorous
screening process that searches for investment
managers and styles that have not only produced
above-average returns within acceptable risk
parameters, but have the resources and commitment
to continue to deliver these results, We have set high
standards for our investment managers and funds.
This is a highly specialized, time consuming
approach dedicated to one goal: competitive and
consistent performance.

Flexible Investment Options

In order to meet the unique needs of our clients,

we offer access fo flexible implementation strategies:
HighMark Plus utilizes actively managed mutual
funds while Index Plus utilizes index-based
securities, including exchange-traded funds. Both
investment options leverage HighMark's active asset
allocation approach.

Risk Management

The portfolio is constructed to control risk through
four layers of diversification — asset classes (cash,
fixed income, equity), investment styles (large cap,
small cap, international, value, growth), managers
and securities. Disciplined mutual fund selection and
monitoring process helps to drive return potential
while reducing portfolio risk.

Q2 2017

INVESTMENT OBJECTIVE

To provide growth of principal
and income. It is expected that
dividend and interest income will
comprise a significant portion of
total return, although growth
through capital appreciation is
equally important.

Efficient Frontier

Capital Appreciatiol
Balanced

Moderate

Moderately Conservative

Reward (Rate of Return)

Conservative

Risk (Standard Deviation)

ASSET ALLOCATION — MODERATE PORTFOLIO

Strategic Range Policy Tactical
Equity 40 - 60% 50% 50%
Fixed Income 40 - 60% 45% 47%
Cash 0-20% 5% 3%

(Gross of Investment Management Fees, but

ANNUALIZED TOTAL RETURNS (/055 ofInvestment Vanage

HighMark Plus (Active) Index Plus {Passive)

Current Quarter* 2.83% Current Quarter” 2.44%
Blended Benchmark** 2,.30% Blended Benchmark** 2.30%
Year To Date 6.65% Year To Date 5.60%
Blended Benchmark 5.57% Blended Benchmark 5.57%
1 Year 10.54% 1 Year 8.90%
Blended Benchmark 9.23% Blended Benchmark 9.23%
3 Year : 4.60% 3 Year 4.47%
Blended Benchmark 4.92% Blended Benchmark 4.92%
5 Year 7.27% 5 Year 7.12%
Blended Benchmark 7.47% Blended Benchmark 7.47%
10 Year 4.92% 10 Year 5.00%
Blended Benchmark 5.16% Blended Benchmark 5.16%

* Retumns less than 1-year are not annualized, *Breakdown for Blended Benchmark: 26.5% S&P500, 5% Russell Mid Cap, 7.5%
Russell 2000, 3.25% MSCI EM FREE, 6% MSCI EAFE, 33.50% BC US Agg, 10% ML 1-3 Yr US Corp/Gov't, 1.50% US High Yield
Master Il, 1.75% Wilshire REIT, and 5% Citi 1 Mth T-Bill. Prior to Octaber 2012, the blended benchmarks ware 43% S&P 500; 2%
Russell 2000, 5% MSCI EAFE, 15% ML 1-3 Year Corp./Govt, 30% BC Agg, 5% Citi 1 Mth T-Bill, Prior to April 2007, the blended
benchmarks were 50% S&P 500, 15% ML 1-3Yr Corp/Gov, 30% BC Agg, and 5% Citi 1 Mth T-Bill.

ANNUAL RETURNS
HighMark Plus (Active) Index Plus (Passive)
2008 -22.88% 2008 -18.14%
2009 21.47% 2009 16.05%
2010 12.42% 2010 11.77%
2011 0.55% 2011 2.29%
2012 12.25% 2012 10.91%
2013 13.06% 2013 12.79%
2014 4.84% 2014 5.72%
2015 0.14% 2015 -0.52%
2016 6.44% 2016 7.23%

PORTFOLIO FACTS

HighMark Plus (Active) Index Plus (Passive)

Inception Data 10/2004 Inception Data 05/2006

No of Funds in Portfolio 19 No of Funds in Portfalio 13





HOLDINGS
HighMark Plus (Active)
COLUMBIA CONTRARIAN CORE-Z
VANGUARD GROWTH & INCOME-ADM
DODGE & COX STOCK FUND
HARBOR CAPITAL APPRECIA-RET
T ROWE PR GROWTH STOCK-|
ISHARES RUSSELL MID-CAP ETF
VANGUARD REIT ETF
UNDISC MGRS BEHAV VAL-L
T ROWE PR NEW HORIZONS-l
NATIONW BAILRD INT EQ-INST
DODGE & COX INTL STOCK FUND
MFS INTL GROWTH-|
HRTFRD SCHR EM MRKT EQ-Y
VANGUARD S/T INVEST GR-ADM
PIMCO TOTAL RETURN FUND-INST
PRUDENTIAL TOTAL RETRN BND-Q
NATIONW HIGHMARK BND-INS SRV
EATON VAN FL RT & HI INC-INS
FIRST AM GOV OBLIG-Z

STYLE

Intl Stocks

12.5%

Mid Cap

3.6% _\ p

Large Cap Growth
4.3%

Large Cap Core - !

16.4%

The performance records shown r
Comgnsilas are managed by High

PAR
security.

Short-Term Bond

R
LargeCapValue/ 1.5%
%

A\

Index Plus (Passive)
ISHARES CORE S&P 500 ETF
ISHARES S&P 500 VALUE ETF
ISHARES S&P 500 GROWTH ETF
ISHARES RUSSELL MID-CAP ETF
VANGUARD REIT ETF

ISHARES RUSSELL 2000 VALUE E
ISHARES RUSSELL 2000 GROWTH
ISHARES MSCI EAFE ETF
VANGUARD FTSE EMERGING MARKE
VANGUARD S/T INVEST GR-ADM
ISHARES CORE U.S, AGGREGATE
POWERSHARES SENIOR LOAN
FIRST AM GOV OBLIG-Z

Holdings are subject to change at the
discretion of the investment manager.

eal Estate

\ Floating Rate Note
2.5%

Interm-Term Bond
38.1%

resent size-waighted composites of tax exempt accounts that meet the following criteria:
ark's HighMark Capital Advisors (HCA) with full investment authority according to the

Moderate active and passive objectives and do not have equity concentration of 25% or mare in one common stock

The adviser to the PARS portfolios is US Bank, and HighMark serves as sub-adviser to US Bank to manage these portfolios.
US Bank may charge clients as much as 0.80% annual management fee based on a sliding scale. As of June 30, 2017, the
blended rate is 0.58%. US Bank pays Hl%hMark 60% of the annual management fee for assets sub-advised by HighMark
under ts sub-advisory agreement with US Bank. The 38 basis points paid to HighMark, as well as other expenses that may
be incurred in the management of the portfolio, will reduce the portfolio returns. Assuming an investment for five years, a 5%
annual total return, and an annual sub-advisory fee rate of 0.36% deducted from the assets at market at the end of each year,
a 10 million initial value would grow to $12.54 million after fees (Net-of-Fees) and $12.76 million before fees (Gross-of-Fees).
Additional information regarding the firm's policies and procedures for calculating and reporting gerfonnance results is
available upon request. In Q1 2010, the PARS Composite definition was changed from $750,000 minimum 1o no minimum.
Performance resuits are calculated and presented in U.S. dollars and do not reflect the deduction of investment advisory
fees, custody fees, or taxes but do reflect the deduction of trading expenses. Returns are calculated based on trade-date
accounting.

Blended benchmarks represent HighMark's strategic allocations betwaen equity, fixed income, and cash and are rebalanced
monthly. Benchmark returns do not reflect the deduction of advisory fees or other expenses of investing but assumes the
reinvestment of dividends and other earaings. An investor cannot invest directly in an index. The unmanaged S&P 500 Index
is representative of the performance of large companies in the U.S. stock market, The MSCI EAFE Index is a free float-
adjusted market capitalization index designed to measure developed market equity performance, excluding the U.S. and
Canada. The MSCI Emerging Markets Free Index is a free ﬂoat—ad‘fusted market capitalization index that is designed to
measure equity market performance in the global emerging markets. The Russell Midcap Index measures the performance of
the mid-ca? segment of the U.S. equity universe. The Russell 2000 Index measures the performance of the small-cap
segment of the U.S. equity universe. The US High Yield Master If Index tracks the performance of below investment grade
U.5. dollar-denominated corporate bonds publicly issued in the U.S. domestic market. Wilshire REIT index measures U.S.
publicly traded Real Estate Investment Trusts, The unmanaged Bloomberg Barcla[ys Caﬁilal (BC) U.S. Aggregate Bond Index
1s generally representative of the U.S, taxable bond market as a whole. The Merrill Lynch (ML) 1-3 Year U.S. Corporate &
Government Index tracks the bond performance of The ML U.S, Corporate & Government Index, with a remaining term to
_Il'n_nal malugity less than 3 years, The unmanaged Citigroup 1-Month Treasury Bill Index tracks the yleld of the 1-month U.S.
reasury Bill.
HishMark Capital Management, Inc. (HighMark), an SEC-registered investment adviser, is a wholly owned subsidiary of
MUFG Unicn Bank, N.A. {MUBE HighMark manages institutional separate account portfolios for a wide variety of for-profit
and nonprofit organizations, public agencies, public and private retirement plans, and personal trusts of all sizes. it may also
serve as sub-adviser for mutual funds, common trust funds, and collective investment funds. MUB, a subsidiary of MUFG
Americas Holdings Corporation, provides certain services to HighMark and is compensated for these services. Past
performance dees not guarantee future results. Individual account management and construction will vary depending on
each client's investment needs and objectives, Investments emgloylng HighMark strategies are NOT insured by the
FDIC or by any other Federal Government Agency, are NOT Bank deposits, are NOT guaranteed by the Bank or any
Bank affiliate, and MAY lose value, including possible loss of principal.

HIGHMARK CAPITAL MANAGEMENT

350 California Street
Suite 1600

San Francisco, CA 94104
800-582-4734

www.highmarkcapital.com

ABOUT THE ADVISER

HighMark® Capital Management, Inc. (HighMark) has
over 90 years (including predecessor organizations) of
institutional money management experience with more
than $15.6 billion‘in assets under management.
HighMark has a long term disciplined approach to
money management and currently manages assets for
a wide array of clients.

ABOUT THE PORTFOLIO MANAGEMENT TEAM
Andrew Brown, CFA®

Seniar Portfolio Manal

Investment Experience: since 1984

HighMark Tenure: since 1997

Education: MBA, University of Southern California:
BA, University of Southern California

Salvatore “Tory” Milazzo lll, CFA®
Senior Portfolio Mana

Investment Experience: since 2004
HighMark Tenure: since 2014
Education: BA, Colgate University

J. Keith Stribling, CFA®

Senior Portfolio Manager
Investment Experience: since 1985
HighMark Tenure: since 1995
Education: BA, Stetson University

Christiane Tsuda

Senior Portfolio Manager

Investment Experience: since 1987

HighMark Tenure; since 2010

Education: BA, International Christian University, Tokyo

Anne Wimmer, CFA®

Senior Portfolio Manager

Investment Experience: since 1987

HighMark Tenure: since 2007

Education: BA, University of California, Santa Barbara

Asset Allocation Committee
Number of Members: 16
Average Years of Experience: 26
Average Tenure (Years): 13

Manager Review Group
Number.of Members:.8

Average Years of Experience: 19
Average Tenure (Years). 7






AHiGHMARK®

CAPITAL MANAGEMENT

PARS DIVERSIFIED PORTFOLIOS
BALANCED

WHY THE PARS DIVERSIFIED
BALANCED PORTFOLIO?

Comprehensive Investment Solution

HighMark® Capital Management, Inc.’s (HighMark)
diversified investment portfolios are designed to
balance return expectations with risk tolerance.

Key features include: sophisticated asset allocation
and optimization techniques, four layers of
diversification (asset class, style, manager, and
security), access to rigorously screened, top tier
money managers, flexible investment options, and
experienced investment management.

Rigorous Manager Due Diligence

Our manager review committee utilizes a rigorous
screening process that searches for investment
managers and styles that have not only produced
above-average returns within acceptable risk
parameters, but have the resources and commitment
to continue to deliver these results. We have set high
standards for our investment managers and funds.
This is a highly specialized, time consuming
approach dedicated to one goal: competitive and
consistent performance.

Flexible Invesiment Options

In order to meet the unique needs of our clients,

we offer access to flexible implementation strategies:
HighMark Plus utilizes actively managed mutual
funds while Index Plus utilizes index-based
securities, including exchange-traded funds. Both
investment options leverage HighMark's active asset
allocation approach.

Risk Management

The portfolio is constructed to control risk through
four layers of diversification — asset classes (cash,
fixed income, equity), investment styles (large cap,
small cap, international, value, growth), managers
and securities. Disciplined mutual fund selection and
monitoring process helps to drive return potential
while reducing portfolio risk.

Q2 2017

INVESTMENT OBJECTIVE

To provide growth of principal
and income. While dividend and
interest income are an important
component of the objective’'s
total return, it is expected that
capital appreciation will
comprise a larger portion of the

total return. 3
Risk (Standard Deviation)

ASSET ALLOCATION — BALANCED PORTFOLIO

Efficient Fronlier

Capital Appreciatior
Balanced
Moderate

Moderately Conservative

Conservative

Reward (Rate of Return)

Strategic Range Policy Tactical
Equity 50 - 70% 60% 60%
Fixed Income 30 - 50% 35% 37%
Cash 0-20% 5% 3%

(Gross of Investment Management Fees, but

ANNUALIZED TOTAL RETURNS Net of Embedded Fund Fees)

Highhark Plus (Active) Index Plus (Passive)

Current Quarter* 3.19% Current Quarter* 2.66%
Blended Benchmark** 2.54% Blended Benchmark** 2.54%
Year To Date 7.68% Year To Date 6.32%
Blended Benchmark 6.34% Blended Benchmark 6.34%
1 Year 12.65% 1 Year 10.83%
Blended Benchmark 11.13% Blended Benchmark 11.13%
3 Year 4.97% 3 Year 4.892%
Blended Benchmark 5.49% Blended Benchmark 5.49%
5 Year 8.31% 5 Year 8.13%
Blended Benchmark 8.61% Blended Benchmark 8.61%
10 Year 4.99% Inception to Date (117-Mos.) 4.91%
Blended Benchmarik 5.50% Blended Benchmark 5.42%

* Retums less than 1-year are not annualized. **Breakdown for Blended Benchmark: 32% S&P500, 6% Russell Mid Cap, 9% Russell
2000, 4% MSCI EM FREE, 7% MSCI EAFE, 27% BC US Agg, 6.75% ML 1-3 Yr US Corp/Gov', 1,25% US High Yield Master I,
2% Wilshire REIT, and 5% Citi 1 Mth T-Bill. Prior to October 2012, the blended benchmarks were 51% S&P 500; 3% Russell 2000,
6% MSCI EAFE, 5% ML 1-3 Year Corp./Govt, 30% BC Agg, 5% CHti 1 Mth T-Bill. Prior to April 2007, the blended benchmarks were
60% S&P 500, 5% ML 1-3Yr Corp/Gov, 30% BC Agg, and 5% Citi 1 Mth T-Bill.

ANNUAL RETURNS
HighMark Plus (Active) index Plus (Passive)
2008 -25.72% 2008 -23.22%
2009 21.36% 2009 17.62%
2010 14.11% 2010 12.76%
2011 -0.46% 2011 1.60%
2012 13.25% 2012 11.93%
2013 16.61% 2013 15.63%
2014 4.70% 2014 6.08%
2015 0.04% 2015 -0.81%
2016 6.82% 2016 8.26%

PORTFOLIO FACTS

Highidark Plus (Active) Index Plus {Passive)

Inception Data 10/2006  Inception Data 10/2007

No of Funds in Portfolio 13

No of Funds in Portfolio 19





HOLDINGS

HighMark Plus (Active)

COLUMBIA CONTRARIAN CORE-Z

index Plus (Fassive)

ISHARES CORE S&P 500 ETF

HIGHMARK CAPITAL MANAGEMENT

350 California Street
Suite 1600
San Francisco, CA 94104

VANGUARD GROWTH & INCOME-ADM ISHARES S&P 500 VALUE ETF 800-582-4734
DODGE & COX STOCK FUND ISHARES S&P 500 GROWTH ETF : 3
HARBOR CAPITAL APPRECIA-RET ISHARES RUSSELL MID-CAP ETF W lighmarkeapitalicon]
T ROWE PR GROWTH STOCK-| VANGUARD REIT ETF e ey
out
ISHARES RUSSELL MID-CAP ETF ISHARES RUSSELL 2000 VALUE E HighMark® Capital Management, Inc. (HighMark) has
VANGUARD REIT ETF ISHARES RUSSELL 2000 GROWTH over 90 years (including predecessor organizations) of
institutional money management experience with more
UNDISC- MBS BEHAV VALL [SHARCS MRGI EAFE ETF than $15.8 billion in assets under management.
T ROWE PR NEW HORIZONS-I VANGUARD FTSE EMERGING MARKE HighMark has a long term disciplined approach to
NATIONW BAILRD INT EQ-INST VANGUARD SIT INVEST GR-ADM money management and currently manages assets for
a wide array of clients.
DODGE & COX INTL STOCK FUND ISHARES CORE U.S. AGGREGATE
MFS INTL GROWTH-| POWERSHARES SENIOR LOAN ABOUT THE PORTFOLIO MANAGEMENT TEAM
Andrew Brown, CFA®
HRTFRD SCHR EM MRKT EQ-Y FIRST AM GOV OBLIG-Z Senior Portfolio Manager
VANGUARD S/T INVEST GR-ADM Investment Experience: since 1994
HighMark Tenure: since 1997
FIMCO TOTAL RETURN FUND-INST Holdings are subject to change at the Education: MBA, University of Southern California;
PRUDENTIAL TOTAL RETRN BND-Q discretion of the investment manager, BA, University of Southern California

NATIONW HIGHMARK BND-INS SRV
EATON VAN FL RT & HI INC-INS
FIRST AM GOV OBLIG-Z

STYLE Large Cap Value

Real Estate 5.0% Small Cap

Salvatore “Tory” Milazzo lll, CFA®
Senior Portfolio Manager
Investment Experience:; since 2004
HighMark Tenure: since 2014
Education; BA, Colgate University

J. Keith Stribling, CFA®

Senior Portfolio Manager
Investment Experience: since 1985
HighMark Tenure: since 1995

Il ok Education: BA, Stetson University

15.5%

Christiane Tsuda
Interm-Term Bond Senior Portfolio Manager
BOibs Investment Experience: since 1987
HighMark Tenure: since 2010
Education: BA, International Christian University, Tokyo
Large Cap Growth i
5.0% Anne Wimmer, CFA®
Senior Portfolio Manager
- Investment Experience: since 1987
“\— Floating Rate Note HighMark Tenure: since 2007
2% Education: BA, University of California, Santa Barbara

Short-Term Bond
4.5%

Large Cap Cnre_] T—
18.4%

Asset Allocation Committee

Number of Members: 16

Average Years of Experience; 26

Average Tenure (Years): 13

The performance records shown represent size-welghted composites of tax exempt accounts that meet the following criteria:
Composites are managed by HighMark's HighMark Capital Advisors (HCA) with full investment authority according to the
PARS Balanced active and passive objectives and do not have equity concentration of 25% or more in one common stock
security.

The composite name has been changed from PARS Balanced/Moderately Aggressive to PARS Balanced on 5/1/2013. The
adviser to the PARS portfolios is US Bank, and HighMark serves as sub-adviser to US Bank to manage these portiolios, US Manager Review Group

Bank may charge clients as much as 0.60% annual management fee based on a sliding scale. As of June 30, 2017, the = :

ble;ded rate is 0.58%. US Bank paytshl-ll‘i'gshgdart q‘tp% of tge annual mﬂn?gemﬁm]me fI?r assetlzl: sub-advised by HighMark Number,.of Members: 8

under its sub-advisory agreement wi ank. The 36 basis points paid to HighMark, as well as other expenses that may e ‘e erience"

be incurred in the management of the portfolio, will reduce the pnrtfnll% returns. Assuming an investment for five years, a 5% Average’y car&‘t of I;:'XPGHF’E ce: 19
annual total return, and an annual sub-advisory fee rate of 0.36% deducted from the assets at market at the end of each year, BVAAGEIETelBI NN O =T BT
a 10 million Initial value would grow to $12.54 million after fees (Net-of-Fees) and $12.76 million before fees (Gross-of-Fees).
Additional information regarding the firm's policies and procedures for calculating and reporting performance results is
available upon request. In Q1 2010, the PARS Composite definition was changed from $750,000 minimum to no minimurm,
Performance results are calculated and presented in U.S. dollars and do not reflect the deduction of investment advisory
fees, cl.{istudy fees, or taxes but do refiect the deduction of trading expenses. Returns are calculated based on trade-date
accounting.

Blended benchmarks represent HighMark's strategic allocations between equity, fixed income, and cash and are rebalanced
monthly. Benchmark returns do not reflect the deduction of advisory fees or other expenses of investing but assumes the
reinvestment of dividends and other earnings. An investor cannot invest directly in an index. The unmanaged S&P 500 Index
is representative of the performance of large companies in the U.S. stock market. The MSCI EAFE Index is a free float-
adjusted market capitalization index designed to measure developed market equity performance, excluding the U.S. and
Canada. The MSCI Emerging Markets Free Index is a free float-adjusted market capitalization index that is designed to
measure equity market performance in the global emerging markets. The Russell Midcap Index measures the performance of
the mid-ca? segment of the U.S. equi_Pr universe. The Russell 2000 Index measures the performance of the small-cap
segment of the U.S. equity universe. The US High Yield Master Il Index tracks the performance of below investment grade
U.S. dellar-denominated corporate bonds publicly issued in the U.S. domestic market. Wilshire REIT index measures U.S.
Fubﬁcly traded Real Estate Investment Trusts. The unmanaged Bloomberg Barclaﬂs Capital (BC) U.S. Aggregate Bond
ndex is generally representative of the U.S. taxable bond market as a whole. The Merrill Lynch (ML) 1-3 Year U.S. Cortporate
& Gavernment Index tracks the bond performance of The ML U.S, Corporate & Government Index, with a remaining term to
%i_nal rnatugly less than 3 years. The unmanaged Citigroup 1-Month Treasury Bill Index fracks the yield of the 1-month U.S.
reasury Bill.

HighMark Capital Management, Inc. (HighMark), an SEC-re?islered Investment adviser, is a wholly owned subsidlary of
MUFG Union Bank, N.A. (MUB). HighMark manages institutional separate account portfolios for a wide variety of for-profit
and nonprofit organizations, public agencies, public and private retirement 'plana. and personal trusts of all sizes. It may also
serve as sub-adviser for mutual funds, common trust funds, and collective investment funds. MUB, a subsidiary of MUFG
Americas Holdings Corporation, provides cerain services to HighMark and is compensated for these services. Past
performance does not guarantee future results. Individual account management and construction will va depending on
each clienl's investment needs and objectives. Investments emgloying HighMark strategies are NOT insured by the
FDIC or by any other Federal Government Agency, are NOT Bank deposits, are NOT guaranteed by the Bank or any
Bank affiliate, and MAY lose value, Including possible loss of principal.






AHicHMarke

CAPITAL MANAGEMENT

PARS DIVERSIFIED PORTFOLIOS

CAPITAL APPRECIATION

WHY THE PARS DIVERSIFIED
CAPITAL APPRECIATION PORTFOLIO?

Comprehensive Investment Solution
HighMark® Capital Management, Inc.’s (HighMark)
diversified investment portfolios are designed to
balance return expectations with risk tolerance.
Key features include: sophisticated asset allocation
and optimization techniques, four layers of
diversification (asset class, style, manager, and
security), access to rigorously screened, top tier
money managers, flexible investment options, and
experienced investment management.

Rigorous Manager Due Diligence

Our manager review committee utilizes a rigorous
screening process that searches for investment
managers and styles that have not only produced
above-average returns within acceptable risk
parameters, but have the resources and commitment
to continue to deliver these results. We have set high
standards for our investment managers and funds.
This is a highly specialized, time consuming
approach dedicated to one goal: competitive and
consistent performance.

Flexible Investment Options

In order to meet the unique needs of our clients,

we offer access to flexible implementation strategies:
HighMark Plus utilizes actively managed mutual
funds while Index Plus utilizes index-based
securities, including exchange-traded funds. Both
investment options leverage HighMark's active asset
allocation approach.

Risk Management

The portfolio is constructed to control risk through
four layers of diversification — asset classes (cash,
fixed income, equity), investment styles (large cap,
small cap, international, value, growth), managers
and securities. Disciplined mutual fund selection and
monitoring process helps to drive return potential
while reducing portfolio risk.

INVESTMENT OBJECTIVE

The primary goal of the Capital
Appreciation objective is growth
of principal. The major portion
of the assets are invested in
equity securities and market
fluctuations are expected.

Reward (Rate of Return)

Conservative

Strategic Range Policy
Equity 65 - 85% 75%
Fixed Income 10 - 30% 20%
Cash 0-20% 5%

Q2 2017

Efficient Frontier

Capital Appreciatior
Balanced

Moderately Conservative

Risk (Standard Deviation)

ASSET ALLOCATION — CAPITAL APPRECIATION PORTFOLIO

Tactical
75%
23%

2%

(Gross of Investment Management Fees, but

ANNUALIZED TOTAL RETURNS Net of Embedded Fund Fees)

Current Quarter”
Blended Benchmark**
Year To Date
Blended Benchmark

1 Year

Blended Benchmark
3 Year

Blended Benchmark

5 Year

Blended Benchmark
Inception to Date (102-Mos.)
Blended Benchmark

3.11%
2,96%
7.73%
7.63%
14.19%
14.11%
5.64%
6.14%
9.67%
10.15%
10.53%
11.32%

" Retums less than 1-year are not annualized. **Breakdown for Blended Benchmark: 39.5% S&P500, 7.5% Russell Mid Cap, 10.5%
Russell 2000, 5.25% MSCI EM FREE, 10.25% MSC| EAFE, 16% BC US Agg, 3% ML 1-3 Yr US Corp/Gov', 1% US High Yield

Master Il, 2% Wilshire REIT, and 5% Citi 1 Mth T-Bill,

ANNUAL RETURNS

2008
2009
2010
2011
2012
2013
2014
2015
2016

PORTFOLIO FACTS
HighMark Plus (Active)
Inception Data 01/2009
No of Funds in Portfolio 19

N/A%
23.77%
12.95%

-1.35%
13.87%
20.33%
6.05%
-0.27%
8.81%

Index Plus (Passive)
Inception Data
No of Funds in Portfolio 13

N/A





HOLDINGS

HighMark Plus (Active)
COLUMBIA CONTRARIAN CORE-Z
VANGUARD GROWTH & INCOME-ADM
DODGE & COX STOCK FUND
HARBOR CAPITAL APPRECIA-RET
T ROWE PR GROWTH STOCK-I
ISHARES RUSSELL MID-CAP ETF
VANGUARD REIT ETF

UNDISC MGRS BEHAV VAL-L

T ROWE PR NEW HORIZONS-|
NATIONW BAILRD INT EQ-INST
DODGE & COX INTL STOCK FUND
MFS INTL GROWTH-I

HRTFRD SCHR EM MRKT EQ-Y
VANGUARD S/T INVEST GR-ADM
PIMCO TOTAL RETURN FUND-INST
PRUDENTIAL TOTAL RETRN BND-Q
NATIONW HIGHMARK BND-INS SRV
EATON VAN FL RT &HI INC-INS
FIRST AM GOV OBLIG-Z

STYLE

Intl Stocks ]

20.2%

5.5%

Large Cap Growih
6.2%

The performance records shown
Composites are managed by Hig|
PARS Capital Appreciation active a

common stock security.

Index Plus (Passive)
ISHARES CORE S&P 500 ETF
ISHARES S&P 500 VALUE ETF
ISHARES S&P 500 GROWTH ETF
ISHARES RUSSELL MID-CAP ETF
VANGUARD REIT ETF

ISHARES RUSSELL 2000 VALUE E
ISHARES RUSSELL 2000 GROWTH
ISHARES MSCI EAFE ETF

VANGUARD FTSE EMERGING MARKE

VANGUARD SIT INVEST GR-ADM
ISHARES CORE U.S. AGGREGATE
POWERSHARES SENIOR LOAN
FIRST AM GOV OBLIG-Z

Holdings are subject to change at the
discretjon of the investment manager.

Real Estate

_\ /— 1.8% __ Small Cap

2

< —_Large Cap Core
24.8%

Interm-Term Bond

17.3%

Floating Rate Note
1.5%

~— Short-Term Bond

4.0%

resent size-weighted composites of tax exempt accounts that meet the following criteria:
ark's HighMark Capital Advisors (HCA) with full investment autharity according to the
nd passive objectives and do not have equity concentration of 25% or more in one

HIGHMARK CAPITAL MANAGEMENT

350 California Street
Suite 1600

San Francisco, CA 94104
800-582-4734

www.highmarkcapital.com

ABOUT THE ADVISER

HighMark® Capital Management, Inc. (HighMark) has
over 90 years (including predecessor organizations) of
institutional money management experience with more
than $15.6 billion in assets under management.
HighMark has a long term disciplined approach to
money management and currently manages assets for
a wide array of clients,

ABOUT THE PORTFOLIO MANAGEMENT TEAM
Andrew Brown, CFA®

Senior Portfolio Manager

Investment Experience: since 1994

HighMark Tenure: since 1997

Education: MBA, University of Southern California;
BA, University of Southern California

Salvatore “Tary” Milazzo lll, CFA®
Senior Portfolio Manager
Investment Experience: since 2004
HighMark Tenure: since 2014
Education: BA, Colgate University

J. Keith Stribling, CFA®

Senior Portfolio Manager
Investment Experience: since 1985
HighMark Tenure: since 1995
Education: BA, Stetson University

Christiane Tsuda

Senior Portfolio Manager

Investment Experience: since 1987

HighMark Tenure: since 2010

Education: BA, International Christian University, Tokyo

Anne Wimmer, CFA®

Senior Portfolio Manager

Investment Experience: since 1987

HighMark Tenure: since 2007

Education: BA, University of California, Santa Barbara

Asset Allocation Committee
Number of Members: 16
Average Years of Experience; 26
Average Tenure (Years): 13

The adviser to the PARS portfolios is US Bank, and HighMark serves as sub-adviser to US Bank o manage these portfolios. .
US Bank may charge clients as much as 0.60% annual management fee based on a sliding scale. As of June 30, 2017, the Manager Review Group
b?EcII'IdP.'i? ral% ist.SB%. US Bank pays Hi hglaril: q&% g{fs ﬂb'le annual mana| ern:nthﬁe figr assellsl sub-t?_.dvised by HigrﬁMark Number of Members::8
under its sub-advisory agreement with US Bank. The asis points paid to HighMark, as well as other expenses that ma \ : r e bl
be incurred in the management of the porifolio, will reduce the portfolio returns. Assuming an investment for five years, a 5% Average Years of EXP&{'“”‘:"" 19
annual total return, and an annual sub-advisory fee rate of 0.36% deducted from the assets at market at the end of each year, Average Tenure (Years). 7.
a 10 million inilial value would grow to $12.54-million after fees (Net-of-Fees) and $12.76 million before fees (Gross-of-Fees).
Additional information regarding the firm's policies and procedures for calculating and reporting gerl’nrmanoe results is
available upon request. In Q1 2010, the PARS Composite definition was changed from $750,000 minimum to no minimum.
Performance results are calculated and presented in U.S. dollars and do not reflect the deduction of investment advisory
fees, custody fees, or taxes but do reflect the deduction of trading expenses. Returns are calculated based on trade-date
accounting.
Blended benchmarks represent HighMark's strategic allocations between equity, fixed incoms, and cash and are rebalanced
monthly. Benchmark retums do not reflect the deduction of advisory fees or other expenses of investing but assumes the
reinvestment of dividends and other eamings. An investor cannot invest directly in an index, The unmanaged S&P 500 Index
is representative of the performance of large companies in the U.S. stock market. The MSCI EAFE Index is a free float-
adjusted market capitalization index designed to measure developed market equity performance, excluding the U.S. and
Canada. The MSCI Emerging Markets Free Index is a free float-adjusted market capitalization Index that is designed to
measure equity market g:erformance in the global emerging markets. The Russell Midcap Index measures the performance of
the mid-cap segment of the U.S. equity universe. The Russell 2000 Index measures the performance of the small-cap
segmnt of the U.S. equily universe. The US High Yield Master Il Index tracks the performance of below investment grade
U.S. dollar-denominated corporate honds publicly issued in the U.S. domestic market. Wilshire REIT index measures U.S.
I:ublir:ly traded Real Eslale Investment Trusts. The unmanaged Blcomberg Barclays Capital (BC) U.S. Aggregate Bond
ndex is generally representative of the U.S. taxable bond market as a whole. The Merrill Lynch (ML) 1-3 Year U.S. Corporate
& Government Index tracks the bond performance of The ML U.S. Corporate & Government Index, with a remaining term to
Qnal mmug’_I less than 3 years. The unmanaged Citigroup 1-Month Treasury Bill Index tracks the yield of the 1-month U.S.
reasury Bill.

HighMark Capital Management, Inc. (HighMark), an SEC-registered investment adviser, is a wholly owned subsidiary of
MUFG Union Bank, N.A. (MUB). HighMark manages institutional separate account portiolios for a wide variety of for-profit
and nonprofit organizations, public agencies, public and private retirement plans, and personal trusts of all sizes, It may also
serve as sub-adviser for mutual funds, common trust funds, and collective investment funds. MUB, a subsidiary of MUFG
Americas Holdings Corporation, provides certain services to HighMark and is compensated for these services. Past
performance does not guarantee future results. Individual account management and construction will vary depending on
each client's investment needs and objectives, Investments employing HighMark strategies are NOT insured h‘\‘( the
FDIC or by any other Federal Government Agency, are NOT Bank deposits, are NOT guaranteed by the Bank or any
Bank affiliate, and MAY lose value, including possible loss of principal,
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SWEETWATER SPRINGS WATER DISTRICT

TO: Board of Directors AGENDA NO. V-D

FROM: Steve Mack, General Manager

Meeting Date: October 5, 2017

SUBJECT: GUERNEWOOD PARK RESORT WATER SERVICE REQUEST TO
THE DISTRICT

RECOMMENDED ACTION: Receive a presentation from General Manager Steve Mack
regarding the Guernewood Park Resort request for water service from the District and
provide direction to staff.

FISCAL IMPACT: none at this time.

DISCUSSION:

The Guernewood Park Resort is a proposed hotel/motel with a reported 120 rooms and
a restaurant which is located next to the Dubrava Condominiums and Hulburt Creek in
Guernewood Park. This project has been an on and off proposal for many years and it
apparently is on again. Staff has had one meeting with Jean Kapolchok, planning
consultant for the project and some phone calls and email communications with the
engineering consultants, BKF Engineers and a recent phone call from Ms. Kapolchok,
who wanted more information about proceeding with the modeling.

We have told the Project proponents that modeling of the District's Guerneville System
is needed for us to adequately respond to their request for service. Coastland
Engineering has told us that the modeling work would cost approximately $41,000. |
have told the Project proponents that because we have no guarantee that this work
would result in an actual project connecting with the District (we have heard this Project
was ready to go before), that the Project would have to bear the cost of the modeling.
I also stated that we understand the modeling may tell us we have to do system
improvements - a new tank, perhaps larger distribution lines). Ms Kapolchok asked
about sharing the costs - my response was that | believed that if this project goes
forward there will have to be system improvements required by the Project but
benefitting the District in other ways. These costs, including modeling costs, could be
part of a negotiation of the Project buying into the District, if it gets that far. Ms.
Kapolchok told me they would proceed with getting the modeling done.

She also wondered about a can and will serve letter from the District. 1 told her we
could consider a conditional letter when the modeling has given us a better picture of
what needs to be done. She also stated that she believed Project construction would
start in the summer of 2018.






SWEETWATER SPRINGS WATER DISTRICT
TO: Board of Directors AGENDA NO. V-E

FROM: Steve Mack, General Manager

Meeting Date: October 5, 2017

SUBJECT: DISCUSSION/ACTION RE 2016 - 2017 ANNUAL REVIEW

RECOMMENDED ACTION: Receive a staff presentation regarding the 2016-2017
Annual Review.

FISCAL IMPACT: none

DISCUSSION:

The District does an annual review each year at the July meeting. Because of my
injury, this has been put off until now. One reflection on the past year is the impact of
flooding on staff activities.

This is the fifth year that we are using this format, and, as before, it is still a work in
progress and comments and suggestions are welcome. Periodic review of District
activities is a good check on what we are doing and with Board concurrence, we will
continue the practice.





Exhibit A: Sweetwater Springs Water District Annual
Review, Fiscal Year 2016-2017

The annual review is a look back of the achievements of the
past fiscal year and a look forward to what we are expecting
for the coming fiscal year.

The mission of the Sweetwater Springs Water District (SSWD) is to provide
its customers with quality water and service in an open, accountable, and
cost-effective manner and to manage District resources for the benefit of the
community and environment. The District provides water distribution and
maintenance services to five townships adjacent to the Russian River:

Guerneville

Rio Nido
Guernewood Park
Villa Grande
Monte Rio

GOAL 1: IMPLEMENT SOUND FINANCIAL PRACTICES TO
ENSURE EFFECTIVE UTILIZATION OF DISTRICT RESOURCES

FY 2017 Achievements:

¢ Seventh year that 3% increase to Base Rate and Water Usage Charges
was approved; fifth Year of 3% increase to Capital Debt Reduction
Charge.
Reserve Policy met by FY 2017 Budget.

o Statewide drought publicity is still affecting water sales and revenues;
water use is increasing.

e Restarted USDA Bond process for Phases 2 and 3 of 2017 CIP.

FY 2018 Projections:

e Investigate/monitor need for rate increase in May 2018, effective July
2018. Longer term impact of reduced water sales unknown; we may
have a new normal on water sales (lower) and may need to adjust to
this, $500,000 target for CIP funding may need to wait until State
Loans paid off.

¢ Review financial planning model to ensure it is meeting current
financial planning needs; revise where appropriate.

o Meet Reserve Policy with FY 2017 Budget.

e Close USDA Bond in March 2018

GOAL 2: PROVIDE RELIABLE AND HIGH QUALITY POTABLE
WATER WITH FACILITIES THAT ARE PROPERLY CONSTRUCTED,
MANAGED AND MAINTAINED TO ASSURE SYSTEM RELIABILITY
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FY 2017 Achievements:

Compliance with California Division of Drinking Water (formerly
Department of Public Health (DPH)) regulations achieved. Annual
report submitted according to schedule.

The Drought is over but monthly reporting continues.

2017 CIP Phase 1 (River Road from Foothill to Rio Nido) construction
contract awarded in May 2017.

We changed direction twice on our capital projects this year - we
decided to self fund our CIP and spread the projects out early in the
fiscal year and then reversed course and reinstated the USDA funding
for Phases 2 and 3 of the 2017 CIP.

Total Leaks for calendar year 2016 at 112 (target was 140).

System leakage at 26% (June 2017) (target was 20%0).

Flood Inundation issues with El Bonita Well Field satisfactorily resolved
with the State Division of Drinking Water.

Urban Water Management Plan (UWMP) completed in October 2016.

FY 2018 Projections:

FY 2017 CIP Phase 1 (Old River Road) should be completed in October
2017. Phases 2 and 3 should have award of contract in April or May
2018.

Total leaks for calendar year 2016 at 100.

System leakage at 20%. Continue use correlation equipment on
regular basis to identify and fix leaks. Review use of State Water
Audit methodology to improve reporting of system losses

Continue use of automated map. Become better at it; start making
needed revisions.

GOAL 3: HAVE UPDATED EMERGENCY PREPAREDNESS PLANS
FOR ALL REASONABLE, FORESEEABLE SITUATIONS

FY 2017 Achievements:

Emergency Action Plan was reviewed and updated in October 2016.
Attended 2015 Flood Preparation meeting in November 2016

During January and February flooding, staff followed Emergency Action
Plan which worked out well.

FY 2018 Projections:

Update of Emergency Action Plan in October 2017.
Participate in County Emergency Operations communications/meetings
in 2017.
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¢ Continue efforts to communicate with local agencies re emergency
preparedness.

o Work with local efforts for specific plans (Wild Fire Preparation for
Guernewood Park?)

GOAL 4: DEVELOP AND MAINTAIN A QUALITY WORKFORCE

FY 2017 Achievements:

¢ Field staff oversight of 2017 CIP, Phase 1.
20 in-house projects totaling 851.5 man-hours (down from 43 projects
and 1562.5 hours). Flooding response a factor in reduction in in-
house projects.

¢ Second year of implementation of new MOU; it went well.

FY 2018 Projections:

Continue staff training efforts.

Oversee completion of 2017 CIP Phase 1 construction.
Oversee start of 2017 CIP Phase 1 and 2 startup.
Continue focus on in-house projects.

Participate in more webinars and workshops.

GOAL 5: PROVIDE EXCELLENT PUBLIC AND GOVERNMENTAL
OUTREACH, INFORMATION AND EDUCATION

FY 2017 Achievements:

¢ Meeting summary sent to local media on monthly basis.
Website updated on at least monthly basis.

e Continued display in lobby that shows examples of pipes that are being
replaced by capital projects — good public response to this.

e Making effort to provide outreach with local Chambers regarding the
drought response.

e Making monthly reports to State on required drought response
information.

e 2015 UWMP completed in October 2016.

FY 2018 Projections:

e Get healthy

¢ Restart meeting summary.

o Look for opportunities to provide community leadership/participation
on water-related issues.

¢ Continue to look for ways to make website more useful.
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GOAL 6: ENHANCE BOARD COMMUNICATIONS AND
INFORMATION

FY 2017 Achievements:

e Communicated flooding response activities.

FY 2018 Projections:

¢ Review sections of Policies and Procedures for revision.
e Evaluate facility tour opportunities.
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SWEETWATER SPRINGS WATER DISTRICT
TO: Board of Directors AGENDA NO. V-F

FROM: Steve Mack, General Manager

Meeting Date: October 5, 2017

SUBJECT: DISCUSSION/ACTION RE REVIEW OF DISTRICT POLICIES AND PROCEDURES

RECOMMENDED ACTION: Receive a staff presentation regarding review of District
Policies and Procedures.

FISCAL IMPACT: none

DISCUSSION:

In the past the District has made revisions to its Policies and Procedures (P&P), mostly
based on an as needed basis - a shortcoming, or change in State law, or other reason
has appeared and a particular section of the P&P was revised. Several years ago the
District hired a law student to review the P&P and she came up with suggested changes
that were mostly format related. Staff review the P&P from time to time as they use
the document and annotate places that they see could be changed.

A previous P&P revision was helped by Board assistance. We suggest appointing an ad
hoc committee to work with staff in coming up with suggestions on P&P revisions,
discussing those suggestions with the Board, and then making the changes.
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SWEETWATER SPRINGS WATER DISTRICT

TO: Board of Directors AGENDA NO. VI

FROM: Steve Mack, General Manager

Meeting Date: October 5, 2017

Subject: GENERAL MANAGER’S REPORT

RECOMMENDED ACTION: Receive report from the General Manager.
FISCAL IMPACT: None
DISCUSSION:

1. Water Production and Sales: Water sales in August were 24,037 units (55.2 AF, (Monte
Rio cycle) and production was 75.6 AF. Compared to one year ago, production and sales
this month were higher (71.3 AF and 52.6 AF, respectively). The water lost percentage is
still gong higher, particularly in Monte Rio. Figure 1 shows sales, production and %
difference since 2008.

2. Leaks: In August we had 7 total leaks and spent 24 man-hours on them. Those are fewer
leaks and man-hours compared to the prior month and to August one year ago (18 and 97).
Figure 2 shows service and main leaks separately with a total leaks line as well.

3. Russian River Flow: The robust rainy season continues to result in relatively high summer
flows. September flows are similar to flows last summer; both are substantially higher than
in prior years. Figure 3 shows daily average flow at the Hacienda Bridge compared to the
recent average and prior years.

4. River Lane Property Sale: Still waiting on the appraisal.
5. Monte Rio Trails Project: No news on this.

6. 2017 CIP: This project is mostly done - we expect completion (tie-ins, paving and final
cleanup) in mid to late October.

7. Toilet Rebate/Direct Install Program: There were no toilet rebates reported for
September.

8. In-House Construction Projects: 4 in-house construction projects were reported for
September: Completion of the Villa Grande Project, 833" of 2 " main, 7 services (453 man-
hours, abandoned a main on Front Street, Monte Rio and reconnected 5 services (155 Man-
hours), installed new sample site on Summit Ave, Guerneville (4 man-hours), installed 205 *
of 2" poly on Outlet Drive, Monte Rio (126.5 man-hours)

9. Gantt Chart: The bond approval process has been added - resolution approval is on the
October agenda.
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Figure 2. Sweetwater Springs Water District Main and Service Pipeline

Moving Annual Average Since September 2008
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Figure 3. Russian River Summer Flow at Hacienda Bridge, 2017 Compared to
Earlier Years, and the 2009-15 Average, Updated September 25, 2017
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Figure 4. Sweetwater Springs WD Calendar Gantt Chart

Board Action

Current Month

By Activity

Action Item/Milestone

Projected
Completion
/
Milestone
Date

Budget Preparation

¢ Capital Improvement Program
Board Discussion

o Staff Budget Preparation Begins

¢ Ad Hoc Budget Committee Reviews
Draft Budget

o Draft Budget to Board for
Discussion/Action

o Approve Budget

Capital Projects

¢ Update/Review District CIP

e 2017 CIP Phase 2&3 Award of
Contract

¢ 2017 CIP Construction Starts

USDA Bond

Urban Water Management Plan

Oct-16

Water Rights

SCWA Protest

Emergency Response Plan Review

Building Lease

o |Lease Renewal

August-17

Policies and Procedures

o Other Policy

¢ Overall Review

Board and General Manager Annual Review
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