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Today's Agenda

r Project Team

r Process and Tools

r Knowledge
PERS
Legal Framework
General Marketplace
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Proj ect Team

llqvHewiú



Pfoject Te_am

Yves McGale, FSA, EA
Engagement Manager

Yannick Gagne, FSA, EA
Strategic Advisor and Peer Reviewer
. Plan design and utility industry expert

Brad Au, FSA, EA
Lead Retirement Consultant and Delivery Coordinator
. Plan design and public sector expert

Brent Crane
Lead Health & Benefits Consultant
. Health plan management and public sector expert

Jill Assad
Survey Consultant

Paul Bray, ASA, EA
Retirement Consultant

Þ
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Why This Team

Þ
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' Significant increase in required contributions

. Modified existing programs to reallocate cost sharing with employees

. Use combination of defined benefit and defined contribution plans for future
employees to manage on-going financial risk to the organization while
providing adequate retirement income

Multiple projects resulting in more efficient benefit programs

Transition health plans out of CaIPERS

Multi-million dollar savings on active and OPEB health plan costs

Multi-layered benefit cost containment plan

lmplemented DC retiree health benefit through two-tier program

Voluntary cash-out of retiree health benefits

Considerable reduction in healthcare inflation risk

Worked with City, legal counsel, and bankers to implement program

llqrlHe',ifr



Ant|rr¡g*+.,
:-".

..' 
,- 

,j¡r" "r

*¡Ë;"

Process and Tools
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Working Together - Aon Hewitt and Hanson Bridgett

Project
Management

and Oversight

lmplementation
and

Administration

Analytics

Legal and
PERS lssues

lnter-acúív,eReþtlonsfr¡rp
Pre Kick-off Meeting

P erson atr Relati onshíps
Separaúe Deliverablæ

/lqYHewiü



Roadmap to Benefit Program Design
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IÐocumenfred' an praven pro.c-ess úo

ach ieve desíred resuffs

Gather
lnformation

Analyze
Design
Options

Communicate
and

lmplement
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Retirement and Health Benefits Review
Phase 1- Proje-ct lnitiation

I\o

Key Activities
. Summarize information and data

. Review current situation

. Define key objectives

'ldentify internal and external constraints

. ldentify evaluation criteria

. Assess willingness to change

Timeline and Meetings
.1 meeting

. Week 1

Parties lnvolved

'IRWD Workgroup

. Aon Hewitt

. Hanson Bridgett

Outcome
. Understanding of current situation

. Understanding of basic framework for the review
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Pension Outlook ll
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Retirement Review
Phase 2 - ldentification of Alternatives

I

Key Activities
. ldentify alternatives

'Mapping of alternatives within legal
framework

. High level comparison of alternatives vs.
evaluation criteria

. ldentify 2 or 3 alternatives for analysis

Timeline and Meetings
.2 meetings

.Weeks 2-6

Parties lnvolved
.IRWD Workgroup

. Aon Hewitt

. Hanson Bridgett

Outcome
. Prepared for first session with Board leading to validation of

- Key objectives
Evaluation criteria
Alternatives to review

11 AqVHewiü



Retirement Review
PhEse 3 - Analysis of Alternatives
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Key Activities
. Short-term and long-term cost projections

. Benchmarking

. lncome replacement analysis

. Ad ministration considerations

. ldentification of preferred alternative for
future hires

. Discussion of transition strategy for existing
employees

Timeline and Meetings
.l - 3 meetings

'Weeks 7 - 15

Parties lnvolved
.IRWD Workgroup

. Aon Hewitt

. Hanson Bridgett

Outcome
. Prepared for session with Board leading to

Selection of preferred alternative for future hires
Guidance on transition approach

12 llqvHewiú
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Retirement Review
Phqse 4 - F,inali_ze Design an_d Implementation Approach

I

À

Key Activities
. Finalize design parameters

. Finalize transition approach

. Define implementation plan

Timeline and Meetings
.l - 2 meetings

'Weeks 16 - 20

Parties Involved
.IRWD Workgroup

. Aon Hewitt

. Hanson Bridgett

Outcome
. Prepared for session with Board leading to final review and approval
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Health Benefits Review
Analysis of Op_tions

Þ
I

o\

Key Activities
. Compare IRWD vs. CaIPERS demographics

. Estimate cost impact of exiting CaIPERS

. Evaluate in-house benefit administration
capabilities

Timeline and Meetings
. 1 meeting

.Weeks 2-6

Parties lnvolved
.IRWD Workgroup

. Aon Hewitt

. Hanson Bridgett

Outcome

. Prepared for session with Board leading to identification of alternatives

16 /lqYFrewiú



Salary and Benefit Survey
Ev3luat_ion of Methodology

I

-l

Key Activities
. Understand how the information is used

. Review current questionnaire and process

. ldentify specific areas of improvement

Timeline and Meetings

'1 meeting

. Week 1+

Parties lnvolved
.IRWD Workgroup

Outcome
. Confirmation of current approach or recommendation of improvements

17 llqYHewiü



Kevs lo_S_Ugçegq

r Clear articulation of business case

' Engagement of key stakeholders throughout all phases

' Careful consideration of governance and administrative implications

' lmportance of communication for successful implementation

Þ
I

oo
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Knowledge
- PERSr Legal Frameworkr General Marketplace
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Dealinq wÍth PERS

r \Alhile Aon Hewitt will focus on general trends and market practiees, Hanson
Bridgett brings specific legal and PERS expertise

I
t\)'Õ
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Trends

. Move towards shared cost, risk and accountability

. Recent private sector changes
Reduction in value of retirement program by 50%
Sh¡ft from defined benefit to defined contribution structure
lntroduction of cost sharing arrangement
Building pressure on public sector to follow suit

¡ Accounting guidance driving benefit design changes

Þ . \lumber of states and other public sector entities reassessing the defined

I benefit structure; some already committed to move to defined contribution
arrangements

. Organizations with healthier populations considering exiting CaIPERS
(medical)

21 llqvHewifr



What Aqn Hewitt Brings to the Table

' Public and private sector experience providing holistic view of retirement and
health benefit trends and landscape

' Deepest resources in industry supporting plan design
- Benchmarking databases

I nteractive modeling tools

. Access to largest pool of consultants for broad spectrum of innovative ideas
and validation

. Documented and proven end-to-end process
Þ

I
N..)
N.)
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Appendix
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Current Research

Retjrement Income Adequocy
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Overall Benefit Gost Trends

Benefit Spending
(as a percentage of wages and salaries)

24.Oo/o

I 970 1 980 r 990 2000

I Health Care I Retirement Other

Source: Employee Benefits Research lnstitute Tabulations of Data from the Bureau of Economic Analysis, published
in December 2006.

21.2o/o
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Primary Retirement Plan Prevalence-Salaried Employees

27olo 32o/o

; i.l': ii

I
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Cash Balance &
Pension Equity

Traditional Pension

2000 2003 2006 2010

45o/¡
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Defined Benefit Plan Activity
Among Fortune 500 Organizations

Action
1996-
2003 2005 2006 2007 2008 2009 2010'

I
NJ\ì

Close

Freeze

Terminate

No Publicly Reported Change2

Total Organizations With
Defined Benefit Plans

Total Organizations With
Ongoing Defined Benefit Plans 295

7

29

0

295

331

5

6

1

319

331

283

I
6

2

313

330

266

12

17

0

299

328

237

7

12

2

307

328

216

7

6

0

313

326

203

7

2'l

0

298

326

175

0

3

0

323

326

172

Through September 9, 20lO3ased on publicly available information.
'Companies are counted in the year of their most recent change. For example, a company that closed in 2004 and froze in 2009 would

be counted under 2009 only.
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Employer "Gontribution" to Retirement Benefits (% or Pay)

tther ffit
7.0%-10,0%

0.5o/o

6.6%

3.60/o ffither Ðt
2.9%

Pension
3%-6% long term
(varies significantly by

plan design)
3.7o/o

All Employers W Pension All Employers No Pension

Source: Hewitt's 2010 SpecSelectrM of large employers' benefits for new salaried hires. Available match is maximum available. Five-
year average contributions were used when level is variable. Estimated current costs for all employers' pension plans range from 3.0%
to 6.0% (4.5% midpoint used).
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To-ta! Benefit Comparison by lndustry
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1jjlo=average

1 2 3 4 5 6 7 8 9 101112 1314 151617 181920212223242526272829 3031

Comparison of by industry averages of the Benefit lndex scores for all employer-paid benefits vs. average for 525 companies in Hewitt's data
base. An index value of 100% represents the average for all 525 companies. A value ol 105o/o is 5% above average. Based on 2009 benefit
designs.
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Retirement lncome Benef¡t Compar¡son by lndustry

96/o=average

Comparison of by industry averages of the Benefit lndex scores for all employer-paid benefits vs. average for 525 companies in Hewitt's data
base. An index value of 100% represents the average for all 525 companies. A value of 105% is 5% above average. Based on 2009 benefit
designs.

1 2 3 4 5 6 7 8 I 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31
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Benefit Value Comparisons for Each Benefit Area

lndustries ranked by All Benefit values
Rank in

Ail
Retiree Active

Retirement Health Health Death and
Benefits lndustry lncome Gare Gare Disability

Time Off All
With Pay Benefits

Pharmaceuticals 118% 111% 109% 112% 113o/o

2 Utilities 130o/o 215o/o 102% 104% 99o/o 108%

Iu)

3

4

5

6

7

I
o

10

11

12

13

14

15

16

Research/Testing

Dircrsified

Household Products

EnergyiOil/Mining

Personal/Cons umer/Off ce Produc

Finance/Mutual Funds

Chemicals

lndustrial Equipment

lnsurance

Health Care

Other

Medical Products

Aerospace/DeÞnse

Banks

119o/o

126%

128%

1Mo/o

109%

112%

113%

112%

111%

99%

112%

104%

107o/o

110%

225o/o

67%

201%

141%

96%

45%

70%

74%

125%

197%

139%

83%

108%

72%

104%

101%

101%

100%

100o/o

100%

101%

102%

100%

'112%

101%

103%

104%

93o/o

98%

108%

96%

103o/o

107%

107%

109%

104%

103%

97%

95%

100%

98%

104o/o

104%

104o/o

101%

97%

108%

106%

100%

100%

102%

94%

100%

100%

97%

106%

108%

107%

107%

107%

105%

105%

103%

103%

103%

103%

102%

102%

102%

102%

An index of 100% represents the average employer provided benefit value of all 525 companies valued using Hewitt's Benefit lndex
methodology. A value of 105% is 5% above average. Based on 2009 benefit designs.
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AII Benefits By Gensus Region

An index of '100% represents the average employer provided benefit value of all 525 companies valued using Hewitt s Benefit lndex
methodology. A value of 105o/o is 5% above average. Based on 2009 benefit designs.

100%

97% 102%
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Defined Benefit Plans Offered to New Hires

20

t8
{6

14

12

t0
I
6

4

2

0

Number of Plans

I Cash Balance

Et Highesf Average Pay

I Pension Equity

I Frozen Plans

E Closed to New Entra

I No DB Plan

Source: Aon Hewitt Benefit lndex plan specifications.
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Benef¡t lndex-Utility Industry

Cash Balance (19 companies)
Ameren

American Electric Power

Atmos Energy

CenterPoint Energy

Consolidated Edison

Dominion Resources

DTE

Duke Energy

Edison lnternational

Exelon

FPL Group

NV Energy

Progress Energy

Public Service Enterprise

San Jose Water

Tennessee Valley Authority

San Diego Gas and Electric

SCANA

Southern California Gas

Þ
I

UJà

FinalAverage Pay (12 companies)
Allegheny Energy
Dayton Power & Light

Entergy
FirstEnergy

Georgia Power

Gulf Power
Hawaiian Electric
NY Power

Pacific Gas & Electric

Salt River Project

Southern Company
Southwest Gas

Pension Equity (3 companies)
Constellation Energy

NSTAR
Tampa Electric

Closed DB Plan (10 companies)
American Water (0 1 /0 1 /2006)

Cleco (08/01t2007)

CMS Energy (09i01/2005)

Duquesne Light (06/01 /2007)

Mirant (0410112001)

NiSource (0110112010)

Northeast Utilities (01/01 /2006)

NW Natural (01 101 12007)

oNEOK (01/01/2005)

Pacificorp (01 /01 /2008)

Frozen (1 company)
Energy Future Holdings (1 0 101 12007 )

No DB Plans (5 companies)
Georgia Systems Operations

Guadalupe Valley Electric

lntegrys Energy Group

Municipal Gas Authority of GA

RRI Energy

Source: Aon Hewitt Benefit lndex plan specifications.
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Retirement Plan Benchmarking-Ut¡lity lndustry

I(,¡)
(Jr

Matching Contributions

Nonmatching Contri butions T

I o.*n

Without DB

w¡rh DB

Without DB

With DB

5.00olo

Source: Aon Hewitt Benefit lndex plan specifications.
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What's Expected of Employees?

11.0
'That's how much an employee needs to
fund through work and personal
savings after you factor out Social

Multiples of Pay at Age 65

Social Sesurity

Difference of
ll x pay

Þ
I

(.1,¡

o\

Sourcel Hewitt Retirement lncomeAdequacy at Large Companies: The Real Deal 2010" Average needs and Social Security value based on
population of full-career employees (hired by age 35).
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How Are We Doing?

2.4
. That's how much the average
full-career participant who is
contributing to the plan is behind
when retirement income is projected
to age 65

Multiples of Pay at Age 65

I oc-Employer 
i

Resources

DC-Employee

Þ
I

(JJ\ì

Source: Hewitt Retirement lncome Adequacy at Large Companies: The Real Deal 2010. Analysis based on population of full-career
employees (hired by age 35) who are contributing to their savings.

lf you cons¡der all employees,
the gap rises to 5.1 times pay.
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18%on track

Assumes:
. Keep saving"
. Retire at 65
. Maintain living standard

' Median life expectancy

Þ
I

(.)J
oo

-This 
analysis is for contributing futl-career employees.
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Employees With Only Defined Gontribution are Further
Behind

4.3
. That's the gap for a full-career
contributing employee who only has a
DC benefit. lt's the result of:

Higher needs because typically younger,
lower paid; and

Lower resources since less overall
savings.

Source: Hewitt Retirement lncome Adequacy at Large Companies: The Real Deal 2010. Analysis based on population of full-career
employees (hired by age 35) who are not eligible for a defined benefit plan and are contributing to their savings.

Multiples of Pay at Age 65

Shortfall of
4.3 x pay

Ed
Þ
I

(,}.)
\o
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Our Team

tr

Marcus Wu, Pârtner
mwu @hansonbr¡dgett.com

. Moro lhan 15 years exper¡ence representing public and private employers on retirement and
heallhcâre matlers

. Extensive experience in advising clients on CALPERS, PEMHCA, and plans and othertypes of
retirement and deferred-compensation plans

Recent presentalions:
, "Pensions: 2011 and Beyond,"MMASC Annual Conference (May 5,2011)
. "Pension Reform: What's on the Horizon,' lnveslment and F¡nancial Management Forum (March

201 r)
. 'Employee Benefits Cost Containment Strateg¡es,' CSMFO Conference (February 201 1 )
. "Pension Reform: What's on the Horizon," MMANC Winter Forum (February 2011)
. 'Using Early Betirement/Separation lncentives to Save Dollars,' CALPELRA (Novembêr 201 0)

. "Employee/lndependent Contractor ClassiÍ¡cation-Gett¡ng it Bight and Avoid¡ng Liab¡liv,"
CALPELRA (November 2010)

. "Controll¡ng Public Employñent Costs in Challenging Ilmes, " (Co-Presenter) Hanson Bridgett

î\Employee Benefits Seminar (May 2010)

Our Team

Bob Blum, Partner
rblum @ hansonbr¡dgeü.com

More than 25 years experience working with private and public sector employers and public

sector retirement systems on tax and benef¡ts planning and strategy.

Special experience with public sector issues, and has advised public retirement systems
that, together, have more than 1 million members and retirees and more than $200 billìon in

âssets.

One of the key Congressional staff who wrote ERISA (Legislation Counsel to the Joinl
Committee on Taxation, U,S. Congress); registered lobbyist with the Congress, and has
also worked with the lRS, Labor Department and PBGC on numerous issues

Recognized author and speaker through the country on tax and employee benefits issues
for the American Law lnst¡tut+-American Bar Association, CALAPRS, SACRS, CSAC,
and the League of California Cities.

H A N SONSRI D6ITI.COM
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About Hanson Bridgett
. Established in 1958
. A multi-practice firm of more than 150

attorneys
. Have advised public entities in California for

more than 40 years
. Substantial private sector practice

. Large California employers

. Largest private sector retirement plan in U.S.

HA NSONBRI OG€ T T.COM

Key Hanson Practice Areas
. Employee Benefits/Tax
. Public Agency
. Litigation
. Business/lnvestments

HansonBridgett HANsoNBRrrrcirÌ coM

3
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Representative Public Benefits Clients

Southern Câl¡fornia
. County of Rivêß¡de
. CountyofSanBernard¡no
. Counly of K€m
. CounlyofVentura
. C¡ty of Beverly Hills
. City of Glendale
. City of Pomona
. City of Monrovia
. City of West Hollywood
. Vonlura County Ïransportalion Commiss¡on
. lmperial County Employees' Ret¡rement System
. Kem County Employees' Retir€ment Assoclation
. Orange County Employess' Retiremênt System
. San Bêmardino County EmployÊss' Relirement

Assoclalion
. San Dlego Employees' Retirement System
. Venlura Counly Employees' Rêtirêment Associat¡on

Pension refotm
. Counly of Riveß¡de
. counlyofsânBêrnard¡no
. City of Fremont
. City of Gl€ndale
. clty of Monrovia
. clty of sanlâ Rosa
. League of Califomla Clties

Hèallhcsre relorm
. County of Contra Costa
. County of Sonoma
. san Bemardino county Employees'Relirement

Assoclation
. Golden Gate Bridge, H¡ghway and Transportation

District
. San Mât€o County Transll Dlstrict
. Venlura County Ìransporlalion Commission

HansonBridgett HANS.NBRTDGÉT''..M

Hanson Pension Reform
Experience
Everything is on the table
. PERS agencies; 37 Act counties
. Different strategies = different risk
. Goals drive decisions

oHR
o Economics
o Stakeholders
o Risk tolerance

Bridgett 
HAN5.NBRTD6É1''..M
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Key to Project - IRWD
Goals
. IRWD Board should set goals at the

outset of this project
. ln setting goals, keep in mind

o Multiple options exist with different risk
levels

o PERS may be a barrier or a facilitator
. Develop sound long-term program

that is stable for IRWD and
employees?

HA N SONER I D6E Tf.COM

Hanson and PERS

. Relationships wifh PERS

. Adversarialto PERS

. PERS has had limited interest in

change
o lt could be time for PERS to open up

o Potential levers exist

o There may be strong resistance

HansonBridgett HANS.NBRTDGETT'..M
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Changing Pensions - Legal
Boundaries. Vested Rights

. What is it and how does it work

. How change can be made within "vested
rights"

. PERS law
. Common views
. Pushing the boundaries

. Tax law

@ Bridgett HANsoNsRrDGErl co'

Changing Pensions - New
Hires
. Technically, easy to do
. lssues

o Stable program?

o HR effects?

o Economics - any real savings?

o Stakeholders - reactions?

HansonBridgett

6B-6
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Ghanging Pensions - Current
Employees

. Vested rights and PERS hurdles

o Not like private sector

o Not insurmountable; involves risk
. E.g.

o Individual choice of benefit formula

o Leave only current employees in

PERS

o Take current employees out of PERS

HansonBridgett HANS.NBRTDGET r'coM

Work Process - Coordination
W¡th AON/HEW¡II

. AON/Hewitt is project manager

. Agreement on responsibilities

. lnteractive relationship

. Pre Kick-off meeting

. Personal relationships

. Separate deliverables

H,A N SONER IDG T lI.COM
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Exhibit "C"

PROPOSED SCHEDULE
Consulting Services to Evaluate Changes to Irvine Ranch Water District's

Retirement and Health Benefits Package

Updated September 7, 2011

Request for Proposal Issued
Deadline for RSVP to Pre-Proposal Meeting
Pre-Proposal Meeting
Questions and Additional Documents Provided
Proposal Deadline
Interviews of Selected Finalists
Finance & Personnel Committee Discussion
Finance & Personnel Committee Interviews

Apnl20,20Il
May 3, 20ll at 4:00 p.m.
May 5, 20Il at 9:00 a.m.
Ilv4ay 12,20lI
June 1, 2011 at 2:00 p.m.
August 10 and l2,20ll
August 19,20ll
August 3l,20ll

Board Approval September l2,20ll
Notice of Award September l3,20ll
CaIPERS census data to be received September l7,20ll
Finance & Personnel Committee Meeting October 4,201I

(Basic information and assumptions, obj ectives framework)
Board Objective Setting - Strategic Planning Workshop October 7,2011

(High level objectives, education on current retirement programs)
Finance & Personnel Committee Meeting TBD Mid-October, 2011

(Review financial and actuanal models - retirement benefits)
Finance & Personnel Committee Meeting

(Evaluate alternatives)
Board Workshop

November 7,2011

November 14,20ll

November 28,2011
December 6,2011

TBD January,2012

(Set detailed objectives with quantifiable targets, discuss alternatives)
Board Workshop - Health Benefits
Finance & Personnel Committee Meeting

(Review altematives)
Finance & Personnel Committee Meeting

(Recommend preferred alternatives)
Board Workshop - Review preliminary recoÍlmendations TBD January,2}l2
Refine alternatives as needed through Finance & Personnel

Meetings and additional Board workshops February/March2012
Salary and Benefit Survey Methodology and Final Report March2012

*Additional Special Finance & Personnel Committee meeting or Board Workshops may be
scheduled as project progresses.



Exhibit "D"

PROPOSED BUDGET
Consulting Services to Evaluate Changes to lrvine Ranch Water Districtns

Retirement and Health Benefits Package

HOURLY RATES

AON Hewitt
Comprehensive Services excluding Legal

Hanson Bridgett
Legal Services

Senior team: $624
Consultants/Analysts: $300 - 404

Partners: Blended $490
Others: $260 - 510

Estimated Fees

AON Hewitt Hanson Bridgett

$22,000 - $30,000
(55 -75 hours)

Analyze base case on
retirement benefits, develop
range of feasible alternatives
and evaluation criteria
(including impact of excess

ARC payments, multi-year
cost projections, simulations
for changes)

s26,200
(55 hours)

$17,000 - $26,000
(56 - 65 hours)

Review health benefits
programs, develop feasible
alternatives and evaluation
criteria

Comparative analysis of
feasible altemative options

$42,600
(109 hours)

$17,000 - $27,500
(45 - 65 hours)

Salary & Benefit Survey
Methodology

$10,700
(30 hours)

$26,000 - $35,000
(70 -90 hours)

Selection ofpreferred
altematives, final report and

$54,500
(133 hours)

s2t7,700 $82,ooo - $118,500
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Exhibit "A"

Swap Novation Opportu nity

August 31 ,2011

cíîìSÌrìcilv Prr'ãÌ€ 6nç Çqniggn¡r6
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Overview of Swap Program

r IRWD has $80 million of floating to-fixed swaps outstanding with C¡ti with an ayerage fixed payer rate of
5.9174/o and remaining average life of 11.4 years

r Mark-to-market of the fxed payer swap progËm is cunently against IRWD by approximately $23.4 million

(X'TSTAI{DING SWAFS TVTTH Cln

1. Fixed PâyerS$ep

2. F¡xed PayerSuep

3. Fhed PayerSwap

03/üÌ/04

6/ft4/04

08/f7lß

03/1d07

ffi10¡ü06

oeltT/oe

o3y1t29

06t0¿V19

06/17l't9

lM UBOR

1M LtsOR

1M LtsOR

5.68æó

6.2Íþ96

6.1¿1096

C¡tbank

Olfrank

Güber*

17.6

7,8

7.9

30.0

ã,-0

30.0

€.5

-5-7

€.3
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Swap Novation Mechanics (lllustrative Example)
The proposed terms below are preliminary based on discussions with potential new
counterparties and are subject to market conditions, final credit approval and documentation.

IRWD may be able to novate the sivaps to another counterparty who will assume Citibank's role

IRWD will enter into standard ISDA documents with New Counterparty (terms to be negotiated)

New Counterparty asst¡mes Citi's role and makes floating payments to IRWD in exchange for fixed payments

A payment is exchanged between New Counterparty and Giti in order to compensate New Counteçarty for assuming
the hade

¡ Mark-to-market of existing sì,ìrâp remains the same

1007o LIBOR 100% LtBoR

Subjecl Îc n¿ftel ûóñd¡róns. fnål crêdl a0pro i and docum€ntation of \ew Co'.tnteÞãñy
Fôr ìllústrâiror pu.Þoses only- Aqtual resulis will depÈr¡C on tuture rnad(et cgndiiors ãncj ñây difrer

A-3
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Overview of Swap Novation Discussion
The proposed terms below are preliminary based on discussions with potential new
counterparties and are subject to market conditions, final credit approval and documentation.

Rat¡ngs (M/S/F):

l.lotional Amount:

Cunent MTM Valuel:

Cunent Collateral Threshold:

Additional Termination Erent:

Þûng
AAA

AA

AA-

A+

A

A-

AllA+lA+
80,000,000

(23,416,629)

15,000,000

Below A3 or A- or A-

Ratings (M/S/F):

Notional Amount:

Pro Forma MTM Valuel:

Nen¡ Collateral Threshold:

Additional Termination Erænt:

AA

AA-

A+

A

A-

Aâ2 lAAl AA-

80,000.000

(23,416,629)

50,000,000

Below A3 or A- or A-

Cdlaþ¡al fhndrold
15,000.000

Collab¡al Throcrold

50,000.000

A/q+ 15,000,000 AJA+ 50,000,000

15,000,000

15.000,000

10,000,000

5,000,000

0

30.000,000

30,000,000

10,000,000

5,000.00CI

0

3=:

EXISTING COUNTERPARTY

Clübanl¡, l{á.
NEW COUNTCRPARTY?

ìfYell Fargo Banlç t{.À

CURRENT COLLATERAL THRES HOLDS PROPOSED COLLATERAL THRESHOLDS

A-4
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Potential Required Documentation

The proposed swap novation may potentially entail the following documentation.

o Novation confirmation (between IRWD, citibank, and New counterparty)

o New lSÞA/Schedule/Credit Support Anne/Confirmations (between IRWD and New Counterparty)

o "Know Your customef new accountforms (New counterparty may require)

o AuthorizingResolution

. EnforceabilityOpinions

. Other documentation as may be required

A-5
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Valuation Disclaimer

All valuations are as of the valuation date ¡ndiceted and represent an estimated miGmarket for each fansaction listed herein. Mid-market valuations may be derived from

the pos¡t¡on and any rÞlated acfual or potential hedg¡ng transactions. Although the information is derived from souræs bdieved to be reliable, we have not assumed any
responsibility to independently verifo. Valuations based upon cûher modds or assumptions or calculated as of another date and time may yield sþnificantly different
results. Any of the valuations may be affecfed by our transactions either in similar or the undefiing seo¡rities or other instrument(s) and/or be þased on our own
quotat¡ons. All valuatilrns ae prwided for information purposes only æ an aocommodation witho¡.¡t cfrarge and are intended solel5r ñor your use.

Unless otherwise agrced in writing, Citigroup is under no obligation to agree with you to the eårly terminetion or assignmerìt of any fansactíon. Any early termination or

omissions ¡n computing or disseminating the valuations and (lii) any us6 to which the valuations are put. Due þ ft€ varyrng sÞe of bid-offer spreads. the mid-market
valuation may be signmcantly hþher (or louer) than the levels at which nsw fansac{ions could be efieded. These valudions may take into account suctr factors as the
len$h of time that has elapsed s¡nce the transäction uras entered into, potential reduction to us of mark€û. and other risks that may be realizable through an unwind, and
other produc* pricing considerations rêlevant to the specific transacüon whic*r may lead us to forego the full proñt polentially realizable if the transaclion ran full
terr¡. Apcordingly, these transadions may be valued at more athaciive levds b ¡lou than we would quote to drers or than u'rould be available from other deâlers. Further,

prices we use to value our positions on our þool<s and records or for purposes of collateral calls.

A-6

cfi



Disclaimer

IRS Citcula¡ 2ll0 llriçclos¡¡re: Citigtu,up lttc. and iE añliaÞs do not provicle tux ú lqgial úvícl.. Any discnssrbn of úrx maftþrs ia thesê matcrîalts (i) is ncf. tnlcndrd æ
wrttt€n lo b us€d,' and ønnot be ßd o¡ ,18,íicd u,þ'n, by you lv tha pwpæe o1 awidíng atryr tax !ÆJmffies and (iÍ) nay have bætt ttytílten in æ'/,te{'ion with lt'Ê

indepnden,ÉÞxaúYisol-.

advise you in conr¡edirn with this Tansaction, lf ¡rou have not already done so.

acknowledge that (a) uæ are not in the busir¡ess of providing (and you are not relying on us br) legal, Þx or accour¡ting advice, (b) there rnay be legal, tax or account¡ng risks

oonfim lhat no padicipant in any Transadion shall be limited from disclosing the U,S. tax beatnent or U.S. tax sruciure of sr¡d¡ Transacäon.

s{reet address, and taxpa¡rer lD number. We may also request corporâte bnnaùon docr¡ments, or othêr hnns of identiñcation, to verit inforr¡atbn prcvided"

Any prices or levds conta¡ned here¡n are preliminary and ird¡caüve only and do not represent bids or oftrs. Ttrese indications ar€ provided solely frr your ¡nfumuüon and

researcl¡ personnel to specifically presøibed cirøms1ânc€s.

ard reg¡stsr€d tñrcugûtoutlhe umdd.

of súakehoHers on the issue of d¡mats char€e to h€lp advance ur¡derstanding and solutions.

Cili works with ¡ts cl¡enb in greenhouse gas íntensive industriês to evaluate emerg¡ng ¡isks ftom dimate cfiange and, where appropriate, ùo mitigate those risks.

efficiency, renewable energ¡/ &
mitigation

A-7
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