AGENDA ITEM lll.1a
Regular Board Meeting

’ Approved Minutes

FAIR OAKS January 12, 2015

WATER DISTRICT

District Attendees

Michael McRae Board President
Dave Underwood Board Vice President
Randy Marx Board Member

Tom Tafoya Board Member

Tom R. Gray General Manager
Michael Nisenboym Operations Manager
Chi Ha-Ly Finance Manager
Other Attendees

John Woodling RWA Executive Director
Hugh Gorman Visitor

Absent

Misha Sarkovich Board Member

AGENDA ITEMS

l. Call to Order
President McRae called the meeting to order at 6:38 p.m.

1. Public Comment
e Mr. Gorman explained that his sprinkler system has not been working properly since
the District installed a new meter 4 years ago. He stated there were rocks and gravel
in the valves and although he was able to locate and fix some, he is requesting that
the District assist him in locating any additional valves that may have the same
problem.

e General Manager Gray stated that District staff typically does not work on private
property; however, staff will work in accordance with Board’s direction.

e After a lengthy discussion, the Board directed staff to work with Mr. Gorman to
locate the valves and expose them. Mr. Gorman will be responsible for further repair
to the valves.



General Manager Gray requested that the Board move item IV.1 “Presentation from
Executive Director of the Regional Water Authority” before the consent calendar.

The Board approved moving item 1V.1 “Presentation from Executive Director of the
Regional Water Authority” before the consent calendar.

I11.  Consent Calendar
The following consent calendar items were considered and acted upon as follows:

1. Approval of minutes
a. Regular Board Meeting of December 15, 2014
Accept and file Treasurer’s Report for the month of December, 2014
Accept and file Investment Report for the month of November, 2014
Accept and file Financial Expense Report (No Report)
Approval of Warrants
Approval of Cal-Card Statements for the month of December, 2014
Approval of Monthly Board Expense Report for the month of December, 2014

Noopkrwh

General Manager Gray stated he will provide an overview of the actual cash balance
at year-end versus the estimated cash balance in the 2015 Budget at the next Regular
Board meeting.

Director Marx moved to approve the consent calendar.
Director Underwood seconded the motion.

Motion carried with the following votes: Marx — aye, McRae — aye, Tafoya— aye,
and Underwood — aye.

Absent:  Director Sarkovich

IV.  Presentation & Correspondence

1. Presentation from Executive Director of the Regional Water Authority (RWA)

e General Manager Gray introduced Executive Director John Woodling to provide
an overview of the following.

1. RWA “Lobbying Program” with a request for financial
participation by FOWD

2. Update on the RWA “Public Relations Program”

3. Update the FOWD Board on San Juan Water District (SJWD)
Member Agencies RWA rates

4. Provide an overview of the possible Sacramento Groundwater
Authority (SGA) role in the new GW regulation
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General Manager Gray stated SGA is an organization that has been granted power
by the local cities and counties to manage groundwater.

RWA Director John Woodling provided an overview of the RWA and SGA 2013
and 2014 accomplishments and distributed brochures. He believes 2014 was the
busiest year and most productive since RWA was formed. He stated the strategic
plan was updated at the end of 2013. In 2014, there was a change in the Joint
Power agreement by which RWA was formed; removing the provision that
requires unanimous consent for policy positions. He stated it is generally not a
problem to get the approval of the agencies; however, getting all the agency
responses in a timely manner has proved difficult.

RWA Director John Woodling stated the Governor mandated 20% water
conservation in California. He stated RWA started the water conservation
program early, prior to the Governor’s mandate. He stated that customers in the
Region stepped up and saved about 20% in 2014. He believes Fair Oaks Water
District customers conserved 22% in 2014. He stated the Region received a lot
of very good press and it shows that the Region had effective water management
in 2014. He believes that leveraging the RWA PR program with effective
management is working well.

RWA Director John Woodling stated besides water conservation, regional water
leaders also looked at the water supply side. They are trying to build resiliency
around the water supply that the Region has. He stated they discussed projects
that would provide the ability to move water around the Region.

RWA Director John Woodling stated state legislators appropriated emergency
funding for drought projects. RWA was fortunate to be able to put a package
together and through the lobbying efforts, was able to streamline the process and
have access to the governor’s office. He stated they ended up with funding of
$9.7 million, from which FOWD will receive approximately $720,000 for the
Madison Well.

RWA Director John Woodling stated, related to grant success over the years,
RWA received around $80M in grants thus far and $66M has gone directly to the
RWA members (some went to non-members). He stated FOWD received around
$2.5M; when compared to the dues paid over that time, it is about a 12 to 1 return
on investment.

RWA Director John Woodling stated RWA members spent a lot of time on the
water bond.

RWA Director John Woodling stated there were two bills related to the
groundwater legislation that passed in 2014. He emphasized that if the water is
not being managed locally, the State Water Resource Control Board will step in to
manage it.

RWA Director John Woodling stated SGA will continue to be the regional
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groundwater manager at this time. RWA updated the groundwater management
plan on 12/31/14.

RWA Director John Woodling discussed the government relations (“Lobbying
Program”). He stated that 10 members have committed to this program. As of
January 1, 2015, RWA has contracted with the lobbying firm. The Lobbying
Program will start out with a fixed cost per participant; however, if RWA gets a
broader participation, the price structure may be reviewed.

RWA Director John Woodling stated the Public Relations program was originally
subscription based and is currently part of the core dues.

General Manager Gray stated he will bring the Lobbying Program back with the
staffing report at the February Board meeting for discussion and action. He
suggested the Board take this opportunity to ask questions related to the program
and asked Director Marx to comment on the program.

Director Marx stated that the Lobbying Program is important with the current
drought and related regulatory actions. He stated that since SJWD is paying for
this, FOWD needs to make sure that it is not paying twice. He stated that he
supports the lobbying concept; but not FOWD paying RWA twice for the same
program.

RWA Director John Woodling discussed the RWA dues structure. He stated
FOWD/CHWD paid dues based on connections and then paid SJIWD for a portion
through wholesale rates. He stated that they deferred to SJWD and SJWD
wholesale customers to have them work together and come back with a proposal
for a new rate structure at budget time.

General Manager Gray stated that FOWD suggested that the newly formed
FOWD and SIWD 2x2 committees discuss the RWA dues structure.

Director Marx thought that the RWA rate committee was looking at the fee
structure based on number of connections. The fees from SJWD connections
would go down because it would be retail only and that the fees for the City of
Sacramento would go up which would somewhat even out the fees.

RWA Director John Woodling stated when you start applying formulas it ripples
through other agencies in odd ways.

General Manager Gray suggested that SJWD-R pays its own dues and the San
Juan Family split the remaining difference.

President McRae inquired on lobbying efforts for 2015.

RWA Director John Woodling stated the lobbying efforts for 2015 included a
local impact on the water bond that has passed. He stated they still need to
determine how the water bond money gets appropriated —the schedule for that,
which agencies get the responsibility for what pot of money, and how the money
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gets distributed.

President McRae asked RWA Director Woodling for his opinion on the SIWD
and SSWD merger relative to FOWD.

RWA Director John Woodling stated he would like to stay agnostic on the SJWD
and SSWD merger. He indicated there can be a project, through an agreement
across the boundaries, that takes excess water supply from SSWD and pumps it
up the hill when surface water is reduced. Does consolidation makes it easier?
He is not sure, he stated that it is a part business and part political decision. He
stated one of the projects listed in RWA plans is a pipeline under the American
River from the Carmichael Water District treatment plant to Golden State Water.
Golden State Water settled with Aerojet and has rights to water but no treatment
plant. He stated they don’t need a treatment plant and plan to use the treatment
capacity of Carmichael Water District. He stated they accomplished this without
merging.

The Board directed staff to bring the Lobbying Program to the February 2015
Board meeting for discussion and action.

2. Correspondence dated January 5, 2015 - “ Fair Oaks Water District Customers
Cut Water Consumption 22% from 2013 Usage”

General Manager Gray reported that the 2014 total water demand of the FOWD
was the lowest amount of water used by the District since it started recording the
total demand in 1979.

3. FOWD Letter to the Editor — Sacramento Bee

General Manager Gray informed the Board that he submitted information to the
Sacramento Bee stating that the Sacramento Region has done an outstanding job
leading the state in water reduction in 2014 and that FOWD cut water
consumption by 22 percent compared to 2013.

V. Discussion and Action Items: Old Business

1. Update and discussion on FOWD Water Supply for the month of December,
2014

Water supply report was presented to the Board and public.
President McRae inquired on the status of the groundwater billing.

General Manager Gray stated the bill was submitted to SJWD in September 2014
and it is being considered. SJWD hired a consultant to go over the bill with Bob
Churchill of CHWD and him. Currently, the District is waiting for a response
from SJWD.
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2. Discussion and possible action on proposed upgrade of the District computer
network system

General Manager Gray provided an overview of the selection process. He stated
that the District was presented with six possible solutions for a proposed upgrade
of the District computer network system data storage and recovery system. After
contacting multiple vendors, staff selected the two most suitable vendors to solicit
quotes for the proposed project. Each vendor worked with FOWD staff for
approximately 55-hours designing a solution that would meet the District’s
specific needs prior to submitting a written proposal. The total cost for the
recommended solution is $83,874. Of the total, $32,481 is for lifetime licensing,
3-years of hardware replacement insurance, and 3-years of technical support.

General Manager Gray stated that per Board request at the last meeting, attached
are the government client references. He noted the following government
references that Eplus had worked: City of Sacramento, Placer County, and San
Joaquin County Health Services.

President McRae had reservations on approving this as he does not see this
proposal being publicly or competitively bid.

General Manager Gray stated all laws were followed. He stated that certain
works are specialized and do not require a formal bidding process. He stated that
if the District opened a public bid to all vendors, staff could spend approximately
55-hours with each bidder when the vendor may not even be qualified. He does
not feel that would be a good use of staff time nor a good business decision.

President McRae believes that the labor rate on the proposal was high. He stated
he spoke to Director Sarkovich and they both believe that this work should be
competitively bid.

Director Marx suggested approving the current proposal and then have one of the
committees review and update the policy as needed for bids going forward.

Director Tafoya stated that the District worked with more than two vendors on
this process; he also stated that if the District goes out to bid again, it will have
costs associated with it and would offset the expenses Director McRae mentioned.

The Board believes the procurement policy needs to be updated to provide
clarification on the competitive bidding process; especially the dollar threshold
that triggers the competitive bidding process. It was suggested that the Capital
Improvement Committee meet to look at the procurement policy.

Vice President Underwood suggested the policy should be written in a way that
provides the essential elements while leaving room for the General Manager to
make discretion that is best for the District. He provided an example of the
County going out to bid (as required and did not have time to pre-qualify) and
they ended up selecting the lowest bidder. It cost the County a lot of money to go
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back and fix the work that was completed by the lowest bidder. He cautioned on
the use of competitive bidding on certain types of work.

Director Marx moved to authorize the General Manager to execute a contract with
Eplus Company for the upgrade of the District’s network computer backup based on
the proposal submitted by the consultant on November 4, 2014 in the amount of
$83,878.24.

Director Underwood seconded the motion.

Motion carried with the following votes: Marx — aye, McRae — opposed, Tafoya—
aye, and Underwood — aye.

Absent:  Director Sarkovich

Update on the San Juan Water District and Sacramento Suburban Water
District merger process

e General Manager Gray provided documents on SSWD/SJWD merger.
Discussion on Purchasing Policies

e General Manager Gray stated the draft procurement/financial policies are attached
for the Board to review. He emphasized that the Board sets the policy.

e President McRae stated the attached policies do not include a dollar threshold to
trigger public bids; he defined public bids as advertised bids.

e General Manager Gray asked President McRae what he considered advertised.

e President McRae stated it could be similar to Citrus Heights which has a section
on its website for the projects out to bid. He stated, if the District does not
receive enough bids, the District should consider advertising it in the Sacramento
Bee.

e President McRae indicated that this may be reviewed by the Budget Committee
rather than Capital Improvement Committee; he will seek input from Director
Sarkovich.

e Vice President Underwood recommended that the District should consider a
request for qualification and pre-qualify the vendors during the bidding process.
He stated competitive bidding opens to everybody but they would have to meet
the criteria before they can bid.

Report back on financial incentive for residential landscape projects that result
in significant water savings to the community

e General Manager Gray referred to the bill insert provided under item VI.1. He
stated that this “Water Wise Landscape Program” was ok by Lonny Gossett and
approved by the full Board. The “Water Wise Landscape Program” would be
similar to the toilet rebate program; first come first serve access to a limited
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amount of money until funds are committed for that budget cycle. The customer
would take a before and after picture to show the improvements made. The
customer would get a fixed rebate unrelated to the total project cost.

6. Report back on SJWD response to the letter dated December 1, 2014 from
CHWD to SJWD on the proposed project to pump groundwater from SSWD to
the SJWD service area

e |Item provided for information only.
VI.  Discussion and Action Items: New Business

1. Discussion and possible action on a District bill insert regarding water
conservation

General Manager Gray stated that the proposed bill insert recognizes the customers’
conservation efforts and highlights programs available as an expression of the
District’s appreciation. The bill insert includes information related to the following.

e The 22% cut in water consumption in 2014 from 2013

e The District will not raise rates in 2015

e The District will offer “Water Wise Landscape Program” in 2015
e Summer Concert Series (conservation)

e Charities sponsored by employees

The Board suggested posting the flyer on the District’s website.
Director Tafoya moved to approve the bill insert.
Director Underwood seconded the motion.

Motion carried with the following votes: Marx — aye, McRae — aye, Tafoya— aye,
and Underwood — aye.

Absent:  Director Sarkovich
2. Discussion on Civil Service Employment Policies

e General Manager Gray provided an overview of the current District employment
practices. He stated that the District’s employee manual has been reviewed by
legal. He mentioned that the District’s Human Resource Administrator is
certified by ACWA-JPIA and participates in various ACWA-JPIA committees
related to public employment.

e President McRae inquired if the District conducts employee exit interviews.
e General Manager Gray stated the District has a written exit interview process.

e General Manager Gray stated he can have the Human Resource Administrator
present the District’s hiring process to the Personnel Committee.
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VII.

VIII.

Upcoming Events

1.

SJWD Finance Committee Meeting / January 13, 2015 / SJIWD Office
e Information only.

SJWD Regular Board Meeting / January 14, 2015 / SJWD Office

e Information only.

Fair Oaks Chamber of Commerce Business Luncheon / January 15, 2015 / Fair
Oaks Community Club House

e Information only.
2015 ACWA Legislative Symposium / March 4, 2015 / Sacramento
e Information only.

2015 Water Education Foundation Executive Briefing / March 25, 2015 /
Sacramento

e Information only.

Representative Reports

1.

Sacramento Groundwater Authority (SGA)
e No report.

Regional Water Authority (RWA)
e No report.

San Juan Family of Agencies Executive Committee
e No report.

Other
e None.

Directors’ Reports & Comments

1. Budget Committee — (Sarkovich, Underwood)

e No meeting.

2. Technical Advisory Committee — (Marx, McRae)

e No meeting.
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XI.

Capital Improvement Committee — (McRae, Sarkovich)
e No meeting.

Personnel Committee — (Tafoya, McRae)
e Director Tafoya stated that the Personnel Committee met and discussed the goals
for the General Manager.

e General Manager Gray stated that the closed session tonight is to discuss the
General Manager’s goals.

Public Relations Committee — (Underwood, Tafoya)
e No meeting.

Other
e None.

General Manager’s Report

1.

Monthly Maintenance Work Report
e Report provided for information. No discussion.

Capital Projects Status Report

e Report provided for information. No discussion.
Safety Issues Update

e No report.

Financial Issues Update

e No report.

Delta Issues — Update on Regional Involvement

e No report.
Other
e None.

Public Comment

None.

Director McRae closed the open session meeting at 9:49 p.m.
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XIl.

XII1.

XIV.

XV.

Director McRae called the closed session meeting to order at 9:55 p.m.

Closed Session pursuant to government code section 54954.5

1. Public Employee Performance Evaluation — General Manager’s performance
evaluation

Director McRae reopened the meeting to the public at 10:55 p.m.

Report from closed session

e No report.

Public Comment
e None.

Adjournment
With no further business to come before the Board, President McRae adjourned the
meeting at 10:55 p.m.

The Board approved the preceding minutes on February 9, 2015

Tom R. Gray Date
General Manager/Board Secretary
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