Attachment 2

CITY OF COSTA MESA
PROFESSIONAL SERVICES AGREEMENT
WITH
BENEFIT FUNDING SERVICES GROUP

THIS AGREEMENT is made and entered into 5th day of August, 2015 (“Effective Date”),
by and between the CITY OF COSTA MESA, a municipal corporation (“City”), and BENEFIT
FUNDING SERVICE GROUP, a Delaware limited liability corporation (“Consultant”).

WITNESSETH:

A. WHEREAS, City proposes to utilize the services of Consultant as an independent
contractor to deferred compensation plan monitoring services, as more fully described herein;
and

B. WHEREAS, Consultant represents that it has that degree of specialized
expertise contemplated within California Government Code Section 37103, and holds all
necessary licenses to practice and perform the services herein contemplated; and

C. WHEREAS, City and Consultant desire to contract for the specific services
described in Exhibit “A” (the “Project”) and desire to set forth their rights, duties and liabilities in
connection with the services to be performed; and

D. WHEREAS, no official or employee of City has a financial interest, within the
provisions of Sections 1090-1092 of the California Government Code, in the subject matter of
this Agreement.

NOW, THEREFORE, for and in consideration of the mutual covenants and conditions
contained herein, the parties hereby agree as follows:

1.0. SERVICES PROVIDED BY CONSULTANT

1.1. Scope of Services. Consultant shall provide the professional services described
in the City’'s Request for Quotation (“RFQ"), attached hereto as Exhibit “A,” and Consultant’s
Response to City's RFQ (the “Response”) attached hereto as Exhibit “B,” both incorporated
herein by this reference.

1.2.  Professional Practices. All professional services to be provided by Consultant
pursuant to this Agreement shall be provided by personnel experienced in their respective fields
and in a manner consistent with the standards of care, diligence and skill ordinarily exercised by
professional consultants in similar fields and circumstances in accordance with sound
professional practices. Consultant also warrants that it is familiar with all laws that may affect its
performance of this Agreement and shall advise City of any changes in any laws that may affect
Consultant’s performance of this Agreement.

1.3. Performance to Satisfaction of City. Consultant agrees to perform all the work to
the complete satisfaction of the City and within the hereinafter specified. Evaluations of the
work will be done by the City’'s Chief Executive Officer (“City CEO”) or his or her designee. If
the quality of work is not satisfactory, City in its discretion has the right to:
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€)) Meet with Consultant to review the quality of the work and resolve the
matters of concern;

(b) Require Consultant to repeat the work at no additional fee until it is
satisfactory; and/or

(© Terminate the Agreement as hereinafter set forth.

1.4. Warranty. Consultant warrants that it shall perform the services required by this
Agreement in compliance with all applicable Federal and California employment laws, including,
but not limited to, those laws related to minimum hours and wages; occupational health and
safety; fair employment and employment practices; workers’ compensation insurance and
safety in employment; and all other Federal, State and local laws and ordinances applicable to
the services required under this Agreement. Consultant shall indemnify and hold harmless City
from and against all claims, demands, payments, suits, actions, proceedings, and judgments of
every nature and description including attorneys’ fees and costs, presented, brought, or
recovered against City for, or on account of any liability under any of the above-mentioned laws,
which may be incurred by reason of Consultant’s performance under this Agreement.

1.5. Non-discrimination. In performing this Agreement, Consultant shall not engage
in, nor permit its agents to engage in, discrimination in employment of persons because of their
race, religion, color, national origin, ancestry, age, physical handicap, medical condition, marital
status, sexual gender or sexual orientation, except as permitted pursuant to Section 12940 of
the Government Code.

1.6. Non-Exclusive Agreement. Consultant acknowledges that City may enter into
agreements with other consultants for services similar to the services that are subject to this
Agreement or may have its own employees perform services similar to those services
contemplated by this Agreement.

1.7. Delegation and Assignment. This is a personal service contract, and the duties
set forth herein shall not be delegated or assigned to any person or entity without the prior
written consent of City. Consultant may engage a subcontractor(s) as permitted by law and
may employ other personnel to perform services contemplated by this Agreement at
Consultant’s sole cost and expense.

1.8. Confidentiality. Employees of Consultant in the course of their duties may have
access to financial, accounting, statistical, and personnel data of private individuals and
employees of City. Consultant covenants that all data, documents, discussion, or other
information developed or received by Consultant or provided for performance of this Agreement
are deemed confidential and shall not be disclosed by Consultant without written authorization
by City. City shall grant such authorization if disclosure is required by law. All City data shall be
returned to City upon the termination of this Agreement. Consultant's covenant under this
Section shall survive the termination of this Agreement.

2.0. COMPENSATION AND BILLING

2.1. Compensation. Consultant shall be paid in accordance with the fee schedule set
forth in Exhibit “C,” attached hereto and made a part of this Agreement (the “Fee Schedule”).
Consultant’s total compensation shall not exceed Twenty-Five Thousand Dollars ($ 25,000.00).

2.2. Additional Services. Consultant shall not receive compensation for any services
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provided outside the scope of services specified in the Consultant’'s Proposal unless the City or
the Project Manager for this Project, prior to Consultant performing the additional services,
approves such additional services in writing. It is specifically understood that oral requests
and/or approvals of such additional services or additional compensation shall be barred and are
unenforceable.

2.3. Method of Billing. Consultant may submit invoices to the City for approval on a
progress basis, but no more often than two times a month. Said invoice shall be based on the
total of all Consultant’s services which have been completed to City’s sole satisfaction. City shall
pay Consultant’s invoice within forty-five (45) days from the date City receives said invoice.
Each invoice shall describe in detail, the services performed, the date of performance, and the
associated time for completion. Any additional services approved and performed pursuant to
this Agreement shall be designated as “Additional Services” and shall identify the number of the
authorized change order, where applicable, on all invoices.

2.4. Records and Audits. Records of Consultant’s services relating to this Agreement
shall be maintained in accordance with generally recognized accounting principles and shall be
made available to City or its Project Manager for inspection and/or audit at mutually convenient
times for a period of three (3) years from the Effective Date.

3.0. TIME OF PERFORMANCE

3.1. Commencement and Completion of Work. The professional services to be
performed pursuant to this Agreement shall commence within five (5) days from the Effective
Date of this Agreement. Failure to commence work in a timely manner and/or diligently pursue
work to completion may be grounds for termination of this Agreement.

3.2. Excusable Delays. Neither party shall be responsible for delays or lack of
performance resulting from acts beyond the reasonable control of the party or parties. Such
acts shall include, but not be limited to, acts of God, fire, strikes, material shortages, compliance
with laws or regulations, riots, acts of war, or any other conditions beyond the reasonable
control of a party.

4.0. TERM AND TERMINATION

4.1. Term. The initial term of this Agreement shall become effective upon the
Effective Date and shall continue for one year, unless otherwise terminated as provided herein.
This Agreement may be renewed upon expiration for four (4) additional one (1) year periods,
upon mutual agreement of both parties.

4.2. Notice of Termination. The City reserves and has the right and privilege of
canceling, suspending or abandoning the execution of all or any part of the work contemplated
by this Agreement, with or without cause, at any time, by providing written notice to Consultant.
The termination of this Agreement shall be deemed effective upon receipt of the notice of
termination. In the event of such termination, Consultant shall immediately stop rendering
services under this Agreement unless directed otherwise by the City.

4.3. Compensation. In the event of termination, City shall pay Consultant for
reasonable costs incurred and professional services satisfactorily performed up to and including
the date of City’s written notice of termination. Compensation for work in progress shall be
prorated based on the percentage of work completed as of the effective date of termination in
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accordance with the fees set forth herein. In ascertaining the professional services actually
rendered hereunder up to the effective date of termination of this Agreement, consideration shall
be given to both completed work and work in progress, to complete and incomplete drawings,
and to other documents pertaining to the services contemplated herein whether delivered to the
City or in the possession of the Consultant.

4.4, Documents. In the event of termination of this Agreement, all documents
prepared by Consultant in its performance of this Agreement including, but not limited to,
finished or unfinished design, development and construction documents, data studies, drawings,
maps and reports, shall be delivered to the City within ten (10) days of delivery of termination
notice to Consultant, at no cost to City. Any use of uncompleted documents without specific
written authorization from Consultant shall be at City's sole risk and without liability or legal
expense to Consultant.

5.0. INSURANCE

5.1. Minimum Scope and Limits of Insurance. Consultant shall obtain, maintain, and
keep in full force and effect during the life of this Agreement all of the following minimum scope
of insurance coverages with an insurance company admitted to do business in California, rated
“A,” Class X, or better in the most recent Best's Key Insurance Rating Guide, and approved by
City:

(a) Commercial general liability, including premises-operations,
products/completed operations, broad form property damage, blanket
contractual liability, independent contractors, personal injury or bodily
injury with a policy limit of not less than One Million Dollars
($1,000,000.00), combined single limits, per occurrence. If such
insurance contains a general aggregate limit, it shall apply separately to
this Agreement or shall be twice the required occurrence limit.

(b) Business automobile liability for owned vehicles, hired, and non-owned
vehicles, with a policy limit of not less than One Million Dollars
($1,000,000.00), combined single limits, per occurrence for bodily injury
and property damage.

© Workers' compensation insurance as required by the State of California.
Consultant agrees to waive, and to obtain endorsements from its workers’
compensation insurer waiving subrogation rights under its workers’
compensation insurance policy against the City, its officers, agents,
employees, and volunteers arising from work performed by Consultant for
the City and to require each of its subcontractors, if any, to do likewise
under their workers’ compensation insurance policies.

(d) Professional errors and omissions (“E&QO”) liability insurance with policy
limits of not less than One Million Dollars ($1,000,000.00), combined
single limits, per occurrence and aggregate. Architects’ and engineers’
coverage shall be endorsed to include contractual liability. If the policy is
written as a “claims made” policy, the retro date shall be prior to the start
of the contract work. Consultant shall obtain and maintain, said E&O
liability insurance during the life of this Agreement and for three years
after completion of the work hereunder.
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5.2.  Endorsements. The commercial general liability insurance policy and business
automobile liability policy shall contain or be endorsed to contain the following provisions:

€)) Additional insureds: "The City of Costa Mesa and its elected and
appointed boards, officers, officials, agents, employees, and volunteers
are additional insureds with respect to: liability arising out of activities
performed by or on behalf of the Consultant pursuant to its contract with
the City; products and completed operations of the Consultant; premises
owned, occupied or used by the Consultant; automobiles owned, leased,
hired, or borrowed by the Consultant.”

(b) Notice: "Said policy shall not terminate, be suspended, or voided, nor
shall it be cancelled, nor the coverage or limits reduced, until thirty (30)
days after written notice is given to City.

(© Other insurance: "The Consultant’s insurance coverage shall be primary
insurance as respects the City of Costa Mesa, its officers, officials,
agents, employees, and volunteers. Any other insurance maintained by
the City of Costa Mesa shall be excess and not contributing with the
insurance provided by this policy."

(d) Any failure to comply with the reporting provisions of the policies shall not
affect coverage provided to the City of Costa Mesa, its officers, officials,
agents, employees, and volunteers.

(e) The Consultant’s insurance shall apply separately to each insured against
whom claim is made or suit is brought, except with respect to the limits of
the insurer’s liability.

5.3. Deductible or Self Insured Retention. If any of such policies provide for a
deductible or self-insured retention to provide such coverage, the amount of such deductible or
self-insured retention shall be approved in advance by City. No policy of insurance issued as to
which the City is an additional insured shall contain a provision which requires that no insured
except the named insured can satisfy any such deductible or self-insured retention.

5.4. Certificates of Insurance. Consultant shall provide to City certificates of
insurance showing the insurance coverages and required endorsements described above, in a
form and content approved by City, prior to performing any services under this Agreement. The
certificates of insurance shall be attached hereto as Exhibit “D” and incorporated herein by this
reference.

5.5.  Non-limiting. Nothing in this Section shall be construed as limiting in any way,
the indemnification provision contained in this Agreement, or the extent to which Consultant
may be held responsible for payments of damages to persons or property.

6.0. GENERAL PROVISIONS

6.1. Entire Agreement. This Agreement constitutes the entire agreement between the
parties with respect to any matter referenced herein and supersedes any and all other prior
writings and oral negotiations. This Agreement may be modified only in writing, and signed by
the parties in interest at the time of such modification. The terms of this Agreement shall prevail
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over any inconsistent provision in any other contract document appurtenant hereto, including
exhibits to this Agreement.

6.2. Representatives. The City CEO or his or her designee shall be the representative
of City for purposes of this Agreement and may issue all consents, approvals, directives and
agreements on behalf of the City, called for by this Agreement, except as otherwise expressly
provided in this Agreement.

Consultant shall designate a representative for purposes of this Agreement who
shall be authorized to issue all consents, approvals, directives and agreements on behalf of
Consultant called for by this Agreement, except as otherwise expressly provided in this
Agreement.

6.3. Project Managers. City shall designate a Project Manager to work directly with
Consultant in the performance of this Agreement.

Consultant shall designate a Project Manager who shall represent it and be its
agent in all consultations with City during the term of this Agreement. Consultant or its Project
Manager shall attend and assist in all coordination meetings called by City.

6.4. Notices. Any notices, documents, correspondence or other communications
concerning this Agreement or the work hereunder may be provided by personal delivery,
facsimile or mail and shall be addressed as set forth below. Such communication shall be
deemed served or delivered: a) at the time of delivery if such communication is sent by personal
delivery; b) at the time of transmission if such communication is sent by facsimile; and c) 48
hours after deposit in the U.S. Mail as reflected by the official U.S. postmark if such
communication is sent through regular United States mail.

IF TO CONSULTANT: IF TO CITY:

Benefit Funding Services Group City of Costa Mesa

2040 Main Street, Ste. 150 77 Fair Drive

Irvine, CA 92614 Costa Mesa, CA 92626
Tel: (949) 951-2552 Tel: (714) 754-5219

Fax: (949) 955-2553 Fax: (714) 754-5040

Attn: Christopher Rowey Attn: Colleen O’'Donoghue

6.5. Drug-free Workplace Policy. Consultant shall provide a drug-free workplace by
complying with all provisions set forth in City’s Council Policy 100-5, attached hereto as Exhibit
“E” and incorporated herein by reference. Consultant’s failure to conform to the requirements
set forth in Council Policy 100-5 shall constitute a material breach of this Agreement and shall
be cause for immediate termination of this Agreement by City.

6.6. Attorneys’ Fees. In the event that litigation is brought by any party in connection
with this Agreement, the prevailing party shall be entitled to recover from the opposing party all
costs and expenses, including reasonable attorneys’ fees, incurred by the prevailing party in the
exercise of any of its rights or remedies hereunder or the enforcement of any of the terms,
conditions, or provisions hereof.

6.7. Governing Law. This Agreement shall be governed by and construed under the
laws of the State of California without giving effect to that body of laws pertaining to conflict of
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laws. In the event of any legal action to enforce or interpret this Agreement, the parties hereto
agree that the sole and exclusive venue shall be a court of competent jurisdiction located in
Orange County, California.

6.8. Assignment. Consultant shall not voluntarily or by operation of law assign,
transfer, sublet or encumber all or any part of Consultant's interest in this Agreement without
City's prior written consent. Any attempted assignment, transfer, subletting or encumbrance
shall be void and shall constitute a breach of this Agreement and cause for termination of this
Agreement. Regardless of City's consent, no subletting or assignment shall release Consultant
of Consultant's obligation to perform all other obligations to be performed by Consultant
hereunder for the term of this Agreement.

6.9. Indemnification and Hold Harmless. Consultant agrees to defend, indemnify,
hold free and harmless the City, its elected officials, officers, agents and employees, at
Consultant’'s sole expense, from and against any and all claims, actions, suits or other legal
proceedings brought against the City, its elected officials, officers, agents and employees
arising out of the performance of the Consultant, its employees, and/or authorized
subcontractors, of the work undertaken pursuant to this Agreement. The defense obligation
provided for hereunder shall apply without any advance showing of negligence or wrongdoing
by the Consultant, its employees, and/or authorized subcontractors, but shall be required
whenever any claim, action, complaint, or suit asserts as its basis the negligence, errors,
omissions or misconduct of the Consultant, its employees, and/or authorized subcontractors,
and/or whenever any claim, action, complaint or suit asserts liability against the City, its elected
officials, officers, agents and employees based upon the work performed by the Consultant, its
employees, and/or authorized subcontractors under this Agreement, whether or not the
Consultant, its employees, and/or authorized subcontractors are specifically named or otherwise
asserted to be liable. Notwithstanding the foregoing, the Consultant shall not be liable for the
defense or indemnification of the City for claims, actions, complaints or suits arising out of the
sole active negligence or willful misconduct of the City. This provision shall supersede and
replace all other indemnity provisions contained either in the City’s specifications or Consultant’s
Proposal, which shall be of no force and effect.

6.10. Independent Contractor. Consultant is and shall be acting at all times as an
independent contractor and not as an employee of City. Consultant shall have no power to
incur any debt, obligation, or liability on behalf of City or otherwise act on behalf of City as an
agent. Neither City nor any of its agents shall have control over the conduct of Consultant or any
of Consultant’s employees, except as set forth in this Agreement. Consultant shall not, at any
time, or in any manner, represent that it or any of its or employees are in any manner agents or
employees of City. Consultant shall secure, at its sole expense, and be responsible for any and
all payment of Income Tax, Social Security, State Disability Insurance Compensation,
Unemployment Compensation, and other payroll deductions for Consultant and its officers,
agents, and employees, and all business licenses, if any are required, in connection with the
services to be performed hereunder. Consultant shall indemnify and hold City harmless from
any and all taxes, assessments, penalties, and interest asserted against City by reason of the
independent contractor relationship created by this Agreement. Consultant further agrees to
indemnify and hold City harmless from any failure of Consultant to comply with the applicable
worker’'s compensation laws. City shall have the right to offset against the amount of any fees
due to Consultant under this Agreement any amount due to City from Consultant as a result of
Consultant’s failure to promptly pay to City any reimbursement or indemnification arising under
this paragraph.
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6.11. PERS Eligibility Indemnification. In the event that Consultant or any employee,
agent, or subcontractor of Consultant providing services under this Agreement claims or is
determined by a court of competent jurisdiction or the California Public Employees Retirement
System (PERS) to be eligible for enroliment in PERS as an employee of the City, Consultant
shall indemnify, defend, and hold harmless City for the payment of any employee and/or
employer contributions for PERS benefits on behalf of Consultant or its employees, agents, or
subcontractors, as well as for the payment of any penalties and interest on such contributions,
which would otherwise be the responsibility of City.

Notwithstanding any other agency, state or federal policy, rule, regulation, law or
ordinance to the contrary, Consultant and any of its employees, agents, and subcontractors
providing service under this Agreement shall not qualify for or become entitled to, and hereby
agree to waive any claims to, any compensation, benefit, or any incident of employment by City,
including but not limited to eligibility to enroll in PERS as an employee of City and entitlement to
any contribution to be paid by City for employer contribution and/or employee contributions for
PERS benefits.

6.12. Cooperation. In the event any claim or action is brought against City relating to
Consultant’s performance or services rendered under this Agreement, Consultant shall render
any reasonable assistance and cooperation which City might require.

6.13. Ownership of Documents. All findings, reports, documents, information and data
including, but not limited to, computer tapes or discs, files and tapes furnished or prepared by
Consultant or any of its subcontractors in the course of performance of this Agreement, shall be
and remain the sole property of City. Consultant agrees that any such documents or
information shall not be made available to any individual or organization without the prior
consent of City. Any use of such documents for other projects not contemplated by this
Agreement, and any use of incomplete documents, shall be at the sole risk of City and without
liability or legal exposure to Consultant. City shall indemnify and hold harmless Consultant from
all claims, damages, losses, and expenses, including attorneys’ fees, arising out of or resulting
from City’s use of such documents for other projects not contemplated by this Agreement or use
of incomplete documents furnished by Consultant. Consultant shall deliver to City any findings,
reports, documents, information, data, in any form, including but not limited to, computer tapes,
discs, files audio tapes or any other Project related items as requested by City or its authorized
representative, at no additional cost to the City.

6.14. Public Records Act Disclosure. Consultant has been advised and is aware that
this Agreement and all reports, documents, information and data, including, but not limited to,
computer tapes, discs or files furnished or prepared by Consultant, or any of its subcontractors,
pursuant to this Agreement and provided to City may be subject to public disclosure as required
by the California Public Records Act (California Government Code Section 6250 et seq.).
Exceptions to public disclosure may be those documents or information that qualify as trade
secrets, as that term is defined in the California Government Code Section 6254.7, and of which
Consultant informs City of such trade secret. The City will endeavor to maintain as confidential
all information obtained by it that is designated as a trade secret. The City shall not, in any way,
be liable or responsible for the disclosure of any trade secret including, without limitation, those
records so marked if disclosure is deemed to be required by law or by order of the Court.

6.15. Conflict of Interest. Consultant and its officers, employees, associates and
subconsultants, if any, will comply with all conflict of interest statutes of the State of California
applicable to Consultant's services under this agreement, including, but not limited to, the
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Political Reform Act (Government Code Sections 81000, et seq.) and Government Code
Section 1090. During the term of this Agreement, Consultant and its officers, employees,
associates and subconsultants shall not, without the prior written approval of the City
Representative, perform work for another person or entity for whom Consultant is not currently
performing work that would require Consultant or one of its officers, employees, associates or
subconsultants to abstain from a decision under this Agreement pursuant to a conflict of interest
statute.

6.16. Responsibility for Errors. Consultant shall be responsible for its work and results
under this Agreement. Consultant, when requested, shall furnish clarification and/or explanation
as may be required by the City's representative, regarding any services rendered under this
Agreement at no additional cost to City. In the event that an error or omission attributable to
Consultant occurs, then Consultant shall, at no cost to City, provide all necessary design
drawings, estimates and other Consultant professional services necessary to rectify and correct
the matter to the sole satisfaction of City and to participate in any meeting required with regard
to the correction.

6.17. Prohibited Employment. Consultant will not employ any regular employee of City
while this Agreement is in effect.

6.18. Order of Precedence. In the event of an inconsistency in this Agreement and
any of the attached Exhibits, the terms set forth in this Agreement shall prevail. If, and to the
extent this Agreement incorporates by reference any provision of any document, such provision
shall be deemed a part of this Agreement. Nevertheless, if there is any conflict among the
terms and conditions of this Agreement and those of any such provision or provisions so
incorporated by reference, this Agreement shall govern over the document referenced.

6.19. Costs. Each party shall bear its own costs and fees incurred in the preparation
and negotiation of this Agreement and in the performance of its obligations hereunder except as
expressly provided herein.

6.20. No Third Party Beneficiary Rights. This Agreement is entered into for the sole
benefit of City and Consultant and no other parties are intended to be direct or incidental
beneficiaries of this Agreement and no third party shall have any right in, under or to this
Agreement.

6.21. Headings. Paragraphs and subparagraph headings contained in this Agreement
are included solely for convenience and are not intended to modify, explain or to be a full or
accurate description of the content thereof and shall not in any way affect the meaning or
interpretation of this Agreement.

6.22. Construction. The parties have participated jointly in the negotiation and drafting
of this Agreement. In the event an ambiguity or question of intent or interpretation arises with
respect to this Agreement, this Agreement shall be construed as if drafted jointly by the parties
and in accordance with its fair meaning. There shall be no presumption or burden of proof
favoring or disfavoring any party by virtue of the authorship of any of the provisions of this
Agreement.

6.23. Amendments. Only a writing executed by the parties hereto or their respective
successors and assigns may amend this Agreement.
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6.24. Waiver. The delay or failure of either party at any time to require performance or
compliance by the other of any of its obligations or agreements shall in no way be deemed a
waiver of those rights to require such performance or compliance. No waiver of any provision of
this Agreement shall be effective unless in writing and signed by a duly authorized
representative of the party against whom enforcement of a waiver is sought. The waiver of any
right or remedy in respect to any occurrence or event shall not be deemed a waiver of any right
or remedy in respect to any other occurrence or event, nor shall any waiver constitute a
continuing waiver.

6.25. Severability. If any provision of this Agreement is determined by a court of
competent jurisdiction to be unenforceable in any circumstance, such determination shall not
affect the validity or enforceability of the remaining terms and provisions hereof or of the
offending provision in any other circumstance. Notwithstanding the foregoing, if the value of this
Agreement, based upon the substantial benefit of the bargain for any party, is materially
impaired, which determination made by the presiding court or arbitrator of competent jurisdiction
shall be binding, then both parties agree to substitute such provision(s) through good faith
negotiations.

6.26. Counterparts. This Agreement may be executed in one or more counterparts,
each of which shall be deemed an original. All counterparts shall be construed together and
shall constitute one agreement.

6.27. Corporate Authority. The persons executing this Agreement on behalf of the
parties hereto warrant that they are duly authorized to execute this Agreement on behalf of said
parties and that by doing so the parties hereto are formally bound to the provisions of this
Agreement.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed by
and through their respective authorized officers, as of the date first above written.

CITY OF COSTA MESA,
A municipal corporation

Date:
Mayor
CONSULTANT

Date:
Signature

Name and Title

Social Security or Taxpayer ID Number
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ATTEST:

City Clerk

APPROVED AS TO FORM:

City Attorney

APPROVED AS TO INSURANCE:

Risk Management

APPROVED AS TO CONTENT:

Project Manager

DEPARTMENTAL APPROVAL

Stephen Dunivent, Interim Finance Director
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Date:

Date:

Date:

Date:
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EXHIBIT A

REQUEST FOR QUOTATION



The City seeking fee quotes for a consultant to evaluate the investment opportunities offered under the
City’s Deferred Compensation Plan, which operates under Section 457 of the Internal Revenue by April
10, 2015 at 4:00pm. The plan has 347 plan participants and has been administered by two plan
providers.

The City’s Deferred Compensation Committee wishes to develop an Investment Policy for the plan, an
evaluation of investment performance as compared to established benchmarks, an analysis regarding
whether the current investment mix is addressing the needs of plan participants, and comparison of the
fees charged in relation to similar sized plans. The consultant’s analysis/report must be in writing and
should include the following;

Investment Consulting
— Draft an Investment Policy Statement, which incorporates a process and methodology for
reviewing investments in the Plan
e Comprehensive quarterly investment analysis reporting on all Plan investment options,
as well as, additional options and asset classes to consider. Quarterly report to include:
e Market overview addressing the major markets, indices, sectors and the
economic statistics that are affecting them
¢ In-depth portfolio summary, including fund and benchmark returns, style
analysis and overall portfolio return
e Plan asset allocation analysis by fund and underlying sector. The fund lineup will
also be analyzed to determine the amount of overlap that may be occurring
e Detailed quantitative and qualitative examination of each mutual fund
investment option within the Plan, including performance numbers versus the
category and index, manager style drift, risk/return, standard deviation, Sharpe
ratio, expense ratio, upside and downside capture and fund allocation
— Annual Investment Policy Statement review to ensure it continues to meet the needs of the City.
— On-going monitoring of the Plan’s investments to ensure they are meeting the Investment Policy
Statement parameters as well as the retirement needs of the participants by offering a broad
range of investment alternatives that enables participants to affect the risk and return
characteristics of their retirement portfolio.
— Recommendations of possible alternatives to funds when, in conjunction with the Investment
Committee, it is determined a change in fund line-up is necessary
— Quarterly in-person meetings with the Investment Committee, or other people designated by
the Client, to present the quarterly reports and findings, make recommendations as to particular
investments to be placed in the fund line-up and answer any questions that may arise.
— Coordinate the quarterly deferred compensation committee meetings and take/record the
meeting minutes.
— Act as investment fiduciary by providing investment advice on a regular basis to the City
regarding the Plan’s assets.
Compliance Consulting / Cost Assessment
— Provide consulting assistance on fiduciary best-practices, including the following:
*  Formalize Investment Committee (chartering)
e  Fiduciary Education
* Vendor service agreement review / negotiations
— Provide assistance with mandatory and optional legislative changes
— Plan document review




— Draft agendas and research all agenda items prior to Committee meetings

— Draft minutes documenting Committee meeting discussions for the Client’s use

— Provide annual benchmarking of Plan costs as compared to industry average, including
assistance with vendor negotiations to set up a Trust Reimbursement Account

— Preparation of Annual City Council Report summarizing actions of the Committee

— Report on tax law changes, regulatory issues, and industry trends that effect the operation of
the Plan and the responsibilities and conduct of the Committee

Please submit me your fee quote along with the following information;

e List three Deferred Compensation plans, which are closest to the City’s in number of
participants. Include the approximate number of participants, annual deferral amounts, total
plan assets and the name, telephone number, and e-mail address of a contact person the City
may call.

e Provide the names of professionals who would provide consulting services under a contract with
the City. Provide biographical data on the individuals listed.

e Is your company a subsidiary or affiliate of another company? Give full disclosure of all direct or
indirect ownership.
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Fiduciary Process /
Committee Structure

- \BRS BenefitFunding

- m3LeS\ Services Group ™ |



|

Identify all Plan fiduciaries and their responsibilities through Chartering or Committee
Bylaws

Draft and maintain and Investment Policy Statement (“IPS")

_
|
Monitor the investments in the Plan on a regular basis according to the [PS

Document and process LE\ decisions through meeting minutes

| ) .
Know and understand Plan costs and revenues for all service providers

|
Strive to avoid conflicts of interest and prohibited transactions while adhering to ERISA




Who is a Fiduciary?
U Afiduciary is a person who...

= Has discretionary m_h:ozE over plan assets
» Has discretionary authority over the administration of a plan
= (ives investment advice for compensation

[ Fiduciaries typically include:

=  Plan Committee
= Governing Board Ammxmoczsm Committee)

= |nvestment >Q<mmoaw
_ .

A plan must have at _mmmﬁmo:m fiduciary named in the written plan, or through a process




Act solely in the best interest of the plan participants and beneficiaries

Carry out duties _u_,co_m:ﬁ__w\

Follow plan documents %oB_oE with ERISA)

Diversify plan investments
|
_

Pay only reasonable plan expenses
|
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|
|
Once identified, a Commit
governing body to adopt: |
|

= Fiduciary duties {investment)

= Settlor duties Amn_i_:mmqm?mv

tee Charter should be adopted for the Plan Sponsor’s

_

|
Follow a prudent Qoommm_w including Committee meetings on a regular basis (quarterly
reviews are considered meﬂ practice)

m

|
Draft meeting minutes to ﬂoocgm:ﬁ discussions

|

_ ) . :
Prepare an Annual Report to the governing body summarizing the Committee efforts and
decisions




Fiduciary
(Investment)

Settlor
(Administrative)

1
I
I
1
1
1
1
]
]
I
|
|
I
I
T
I
i
3
i
1
1
1
1
1
1
1
1
1
1
1
1
1
|
I
|
|
I
I
|
|
I
]
i
i
I
E
I
]
I

Annual Board Report

Details commitiee structure

Describes relationships with
service providers

Qutlines major decisions made
during the year

Provides high-level performance
and demographics information




Committee Functions

Fiduciary Functions ::<mm.~3m=;

a

]

Develop Investment Policy Statement
Evaluate and monitor Plan’s investment
options

|
|
Comply with and understand Plan
Documents

Analyze all Plan vendors

Analyze all Plan costs

Settlor Functions (Administrative)

a

Plan design

Plan amendments

Summary Plan Description maintenance
Voluntary corrections

Required participant communication

Summary report to the Board




Committee Checklist

¥ Committee Charter / Acceptance of Appointment

Investment Policy mﬁmmﬁm_jm:ﬁ

%

& Expense Policy _

g Regularly mosmac_mamzmmm:@m — documented via minutes

@a Plan Expense mmmacmcqwm:dm:ﬁ Account (“PERA”) Policy

@ Designated Dcm_EQO Default Investment Alternative (“QDIA”)
@ 404(c) Checklist

& New Fee Disclosure Tmimé Process

|
!
|
1



Action Plan

Observations

Legal Substantiation

Opportunities To Improve

Fiduclary Procedures

The Administrative Committee has not yet
developed formal fiduciary processes with
regards to the oversight of the City of Costa
Mesa Deferred Compensation Plan for
Public Employees as set forth in Article Vil of
the Plan Document.

m:mcmmozo: (c) of Article § XV, §17 of the
Calffornia Constitution

_
*{c]h the members of the retirement board of a

public pension retirement system shall
Qa_o:mﬁm their duties with respect to the
miuﬁma with care, skill, prudence, and
%ﬁm:om under the circumstances then
v:ow,..mm::@ that a prudent person acting in
alike capacity and famifiar with these matters
<<ch_a use in the conduct of an enterprise of

Eﬁw character and with like aims.”
|

. Fiduciary Process Review
The following steps should be followed to establish
and document a fiductary process:

sEstablish and maintain Investment Policy
Stafement

*Perform periodic {quarterly) investmentivendcr
reviews

*Document fiduciary process through meeting
agendas and minutes

« Develop and maintain Participant Cocmmunication
plan.

Delegation of Duties

Article Vil of the Plan Document establishes
an Administrative Committee and deiails it's
membership and duties/responsibilities.

[
mcwummoﬂ._on (a}, {b), and (c) of Article §XVI,
m\_mw of the California Constitution and
§53609 of the Government Code.

No further aciion required — Article VIi of Plan
Document properly allocates duties to The
Administrative Committee




Action Plan

Observations

Opportunities To Improve

Meetings /Documentation/Minutes
There is no formal method in place
documenting the activities of the
Administrative Commitiee.

W Legal Substantiation

Fiduciary Duties and Obligations in

Administering 457(b) Plans under California

Law — A White Paper (Reich Luftman &

Omosm: Section 4. page 17
_

.._um__jmomom No. 6 Document activities,

S_n_:%:m the process of selecting and

jo:noasm investments, because regardless

2_“ the process used, the fiduciary should be

able {o demonstrate compliance with the

_m_mm_ standards”

Meeting and Documentation Review

Ensure the Administrative Committee arranges for
periodic meetings as a forum for discussion of the
Plan. All documentation of fiduciary vs. settlor
processes should be documented separately in
Committee minutes.

Investment Policy Statement

The Administrative Commiftee does not
currently have an Investment Policy
Statement (“IPS”) in place

Article XV1, §17 of the California Constitution

“the retirement board of a public pension ar
retirement system shall have plenary
authority and fiduciary responsibility for
investment of moneys and adminisiration of
the system...”

Investment Review

Create an Investment Palicy Statement, which
provides fiduciaries with a formal framework for
evaluating investment performance
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U

Investment Consulting - O<.m?-m<<

Draft Investment Policy Statement with customized evaluation methodology

Comprehensive Quarterly Investment Review Report (including investment performance
and demographics study |

Detailed qualitative and quantitative analysis of each investment option in the plan

Performance for all investment options, benchmarks, and overall portfolio
|

Design and implementation of Asset Allocation Models with risk and time-horizon
characteristics

_
_
_
|

Quarterly Committee meetings to review plan performance

|
|
Fund Searches with recommendations for replacement or addition




Investment Policy Statement

While an Investment Policy Statement (IPS) is not required,
an investment policy_is required. The _m_um can help

provide a basis for consistent decision 3mn_x_:@ over time, as
well as dilute the impact of additions and departures of

Committee members. "

v Formally describes how _3<mm¢_jm3 decisions are
related to a plan’s goals and objectives

An [PS usually provides for the following:

¥v" Provides a framework for m<m_%m&:@ investment
performance _

v Aids in clear communication of plan investment
policy to participants _

v" Supports continuity in decision making as plan
fiduciaries change _

v" Protects the sponsor from m:mn__<m_.nm::< making

capricious or arbitrary decisions
_

Because each plan is unique, _:<mm§m3m_uo=o< Statements
are customized accordingly. Fiduciaries should consider any
topics that may be appropriate for their _u_m”h_: when
developing and implementing an IPS. |

Investmend B

= --Policy
" Statement




]

Qualitative Criteria

Q

Change in fund philosophy
Change in fund manager

High individual holding concentrations

High portfolio turnover
Median market capitalization
Low asset base

Average credit quality for bond funds
_

Investment Evaluation _<_m5omc_o_om< |

Quantitative Criteria

U Performance
. Trailing returns
= Rolling returns

O Risk-adjusted performance
= Sharpe Ratio

U Up / Down Capture Ratio
0 Style nm:mmmﬁmsg

1 Cost
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Plan Cost Analysis and
Benchmarking

OiAY mmwnmnw;:%m_u =
B > Services Group™




Fiduciary Responsibilities

Common areas to apply fiduciary,

[ Selecting and monitoring servi

[J Reasonableness of fees

- Operational Compliance

{1 Timely contribution of _omn_oﬁmw:ﬁ deferrals

and loan repayments

For Plan Sponsor Use Only

1 Selecting and monitoring inves

ce providers

duties:

tment options

1



Plan Fees

[PE— [, Jrp—— [ [ o tunn Wavest i e g e - = N a . \
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Plan fees can be separated

1} Service Cosis
2) Management Fees
3) Additional Costs

1% Operating
Expense Ratio
(100 basis points)

For Plan Sponsor Use Only

into three categories:

| Paid by Participants
Management Fees
- Paid to Investment Manager or

Sub-Advisor

Service Costs

+12b-1 Fees

= Sub-Transfer Agent Fees

+ Shareholder Servicing Fees

Paid by Participants and/or Plan _.mum:wmw___

Defined Contribution Plans

* Hard Dollar

» Asset Based <<_.mcnmn;_umm

» Investment Advisory Services
Defined Benefit Plans

= Actuarial Fees

= Pension Accounting/Consuliing Fees
= Adrministrative Fees {(benefit payments

etc)




Nationwide Plan
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Plan
Weighted
Expense

Ratio®

Plan Assets' * Participants
. {as of 3/31113)"- (as of 3/31113)

City of Costa Mesa 457(b)

Plan $29,885,382

Inivestment Expense
Aum_n 3 umn_n_ﬁmzﬁmv

$273,971

_smnmumim:n (%)

Revenue to
Recordkeeping /
- Administration

. ﬁzm:o:s__im

_Revenue to

. Revenue to Trust -
nvestment :

Reimbursement,

industry Average

8262081

NOTE: 1. Assets shown includes all variable & fixed assels |

. as they)all mm_._mw.mﬂm revenue to Nationwide. 2. Plan Weighted Expense Ratio includes 0.27% Asset Management Charge applied to all

variable assets that Nationwide receives. 3. Revenue to Recordkeeping includes the Asset Management Charge on variable assets.

Expense Disbursement
0%

For Plan mvm:mo_. Use Only

] Trust mm_ﬁ_ucﬁmmq_m:w ooo::ﬁ cmmq 0] _um< uali mn_ :
L _U_m:-ﬁm“mﬂma mxumzmmm ,m;o:,no:m::_:@ ﬁmmm, ,zon_mm__:_m
Trust mmm:‘_acﬁmmam:ﬁ >oooc_,_ﬁ s_oﬁ used ﬂoﬂ Em: a_mﬁmg :

. «mmm ch” Um _dm__oomﬁma o _umn_n_umzﬂm




1

Plan Balance

9,885,382

# of Participants _ 360
Avg Account Balance | $83,015
Fund Revenue for Recordkeeping ($) | $145,300
Fund Revenue for Recordkeeping (%) _ 0.49%
Trust Reimbursement Account Allocation ($) _ $0
Trust Reimbursement Account Allocation (%) 0.00%
Net Revenue to Recordkeeper ($)* $145,300
Net Revenue to Recordkeeper (%) _ 0.49%
Revenue per Head VA Yot g $404

NOTE: *Projections assumes 10% annual growth (6% markst gains + 4% nef,cash flow) 1. Assets shown includes all variable & fixed assets. as they all generate revenue fo Nationwide. 2. Revenue
to Recordkeeping includes the Asset Management Charge of 0.27% on variable assets.
|

$250,000

$200,000

$150,000

1

$100,000

$50,000

$700 -

$600 -

$500

$400

$300

$200

$100

$0 —~
Q13 2014 2015

2016

2017 2018 1Q13 2014 2015 2016 2017 2018

B Net Revenue to Recordkeeper ($)2

B Trust Reimbursement Account Allocation {§)

—@— Revenue par Head

For Plan Sponsor Use Only
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'CA 457 Plan




NET Cost for
Recordkeeping /

, e A Administration &
Management ($) | Administration {(CA 457) Account ) Investment Mgmt

Plan :
- . Revenue {o Revenue to Revenue to Trust
Plan Assets  Participants Weighted  Investment Expense , : .
dk I
(as of 3/31/13) (as of 3/31113)  Expense  (paid by participants) Investment Recordkeeping Reimbursement

Ratio’

| %0
City of Costa Mesa 457(b} $15,884,313 . $187,930 S
-0

9
N 1
_

NOTE: 1. Plan Weighted Expense Ratio includes 0.34% wrap fee m_uU:mo_ 1o ali variable assets that CA 457 receives, 2. Revenue to Recordkeeping includes the wrap fee on variable assets.

Expense Disbursement
0%




Plan Balance 5,884,313

A7

51
# of Participants _ 174 e A7
Avg Account Balance | $91,289 8100418 7 810,460 2’ "
Fund Revenue for Recordkeeping ($) | $87,279 ©°$96,007 - [$705,608 - $116,169
Fund Revenue for Recordkeeping (%) 0.55% 0.55% * L 0.55% e 0B5%
Trust Reimbursement Account Allocation ($) | $0 IS0 0 3
Trust Reimbursement Account Allocation (%) 0.00% 7 .0.00%. 5 0,00%
Net Revenue to Recordkeeper (3) $87,279 96,007 ; .60 ‘
Net Revenue to Recordkeeper (%) 0.55%
Revenue per Head . $502 -

NOTE: *Projections assumes 10% annual growih (6% market gains # 4% net cash flow} 1. Revenue to Recordkeeping includes the wrap fee on variable assets.

$225,000 - m $1.000
$200,000 |
$175,000 1 5800
$150,000 -
$125,000 - se00
$100,000 - $400
$75,000
$50,000 - $200
$25,000

$0 : : _ $0

1Q13 2014 2015 2016 2017 2018 1Q13 2014

S Market segment —&d— Revenue per Head

ENet Revenue to Recordkeeper ($)1  BTrust Reimbursement Account Allocation (§}

For Plan Sponsor Use Only



Action Plan

Observations

Legal Substantiation

Opportunities To Improve

Investment Expenses

The investment expenses incurred by
Participants in both the Nationwide and
California 457 Program are above custom
benchmark due to “wrap” fees added to
mutual fund expense ratios.

>_&o_m XV, §17 of the California Constitution
m“a the Government Code §53216.6

Lc Solely in the interest of, and for the
exclusive purpose of providing benefits fo
w“m&omnmzﬂm and beneficiaries, minimizing
employers contribution thereto, and

o__wﬂmism_ reasonable expenses of

administering the trust.”

Engage in price negotiations with both Nationwide
and Cal 457 to reduce retained revenue and lower
overali plan expenses. Consider consolidating to
one provider using a competitive bidding / Request
for Proposal ("RFP”) process.

Vendor Revenues
Nationwide — Revenuas 1o Nationwide well
abave average.

California 457 — Revenues to California 457
are well 1o above average.

Article XV, §17 of the California Constitution
and the Government Code §53216.6

@ Solely in the interest of, and for the
exclusive purpose of providing benefits to
pariicipants and beneficiaries, minimizing
employers confribution thereto, and
_mwmﬁsm reasonable expenses of
m_aaimm.ﬁma:m the trust.”

o

Engage in price negotiations with both Nationwide
and Cal 457 to reduce retained revenue and lower
overall pfan expenses. Consider consolidating to
one provider using a competitive bidding / Request
for Proposal ("RFP?) process.
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Evaluation Methodology — Sample Score Card

Criteria

Scoring Metholodgy

3 Year
Ranking

5 Year
Ranking

10 Year

Ranking Total Ranking

_ A
Ret Trailing Returns Average Ranking of 3, 5 and 10 year refurns 56% 22% 8%
eturn i
40% Average mm:xL@ of 1 year rolling returns is .
Rolling Returns re-ramked age nst the custorn peer group Average of 37 calcuiations = 30%
Sharpe Ratio Mmﬂmmm Ranking of 3, 5 and 10 year sharpe 61% 239% 794
sk . )
w%\o Up Capture Ratio \MMMHMJMW%:W@ of 3, 5 and 10 year up 77% 68% 32%
|
Down Capture Ratio Average _».m:w__._ﬁ of 3, 5 and 10 year down 31% 14% 21%
capture ratio |
L
R-Squared Average _»m:x:__@ of 3, 5 and 10 year R- 199 30% 349,
squared to benchmark
Style Equity Consistenc Lower mﬁmzamai deviation receives a better | 3 year standard deviation of holdings centroid which
15% quity _ Y sc0ore _ is determined using underlying holdings
|
Equity Dispersion Less scatter amn_umzmm a better score Measures degree of scafter amonyg current holdings |
mx%mmowmm Expense Lower mxum.:mmeom?mm a hetter score Prospectus Net Expense Ratio
(]
Total Fund Score <<mwmm£ma criteria ranking
_
Fund Ranking Ranking sm:ji@ custom peer group
|
0% 75% 100%

Underperform
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Resources

1. Department of Labor. www.dol.goviebsa

2. 401{k} Averages Book - 12th Edition, mm_w:moﬁm 2010/2011 Data. Published by HR Invesiment Consultants. Data collected from
vendor fee schedules and pricing scenarios. Comparison data is customized to reflect only those vendors who offer services to
plans with similar asset and/or participant size. Typically the universe will include 70 to 80 vendors.




Codes and Regulations

ERISA Section 404(a){1}{a): The Exclusive Benefit{ Rule
The Exclusive Benefit Rule under ERISA states thalt retirement plan fiduciaries must act prudently and solely in the exclusive interests of plan
participants and beneficiaries. Therefore, fiduciaries must consider only what is best for the participants when making decisions about the pian,

including but not limited to, selection of service provider, investment options, services and expenses.

ERISA Section 406(b): Prohibited Transactions|
ERISA Section 406(b)(1) prohibits a fiduciary with respect to a plan from dealing with assets of the plan in his or her own interest. Itis the DOL'’s
opinion that fiduciaries or directed trustees that actas fiduciaries that advise plan assets to be invesied in funds that pay additional fees ta the fiduciary

would violate the prohibitions under ERISA Section|406(b)(1).

ERISA Section 408(b): Exemption of Prohibited Transactions :
ERISA Section 408(b) provides for an exemption Qﬂ Section 406(b) if no more than reasonable compensation is made for the operation of the Plan. The
Department states that if a service provider offers trustee services to a Plan and charges the Plan & fee that exceeds the direct expenses the service
provider incurs in the provision of trustee services to the Plan, it would engage in violations of ERISA section 406(b}{1} and (2), which would not be

exempted by ERISA section 408(b)(2) or {6). _
|

DOL Advisory Qpinion 1997-15A: The Frost rmﬁ_nm_.

The DOL explains that a fiduciary with control over the investment selection for a plan may collect revenue sharing payments on behalf of the plan, but
must document each payment and pass 100% of thie payments to the Plan in the form of an expense offset or direct payment for services, The Frost
Letter goes on to state that even an ERISA oo-ma:o_ﬂm_« who does not have discretion is also prohibited from keeping revenue sharing payments.

Therefore, a directed trustee or fiduciary with no Ew_oaﬁmo: over the assets could be prohibited from accepting revenue sharing payments, which led to
DOL Advisory Opinion 2003-09A, The ABN AMRO _rmnmq.

DOL Advisory Opinion 2003-09A: The ABN AMRO Letter
The DOL clarified the language in the Frost Letter by specifying that a directed trustee with no discretion over plan assets, and not giving investment

advice, could keep revenue sharing paymenis. A:m”ﬁmﬁoﬂm“ those vendors offering “co-fiduciary” services, but do not accept true discretion over plan
assets, or give investment advice, are not in violation of ERISA Section 408(b) by accepting revenue sharing payments.




Important Information

The material in this report is for Plan Sponsor use only and should not be reproduced without written permission by Benefit Funding Services Group.

Warranties

This report was prepared by Benefit Funding mm:\momw Group using data compiled from various sources. Benefit Funding Services Group does not
warrant the accuracy of data provided by other sources, but does make reascnable efforts to obtain and utilize only reliable information.

Past investment performance does not guarantee fufure results.

Disclosures
Returns stated in this report are net of fees unless ctherwise noted.

Sharpe Ratio and Standard Deviation data are provided for a 3-year period prior to the reporting date, unless ctherwise noted.
Calculations for returns-based style analysis charts are done by Morningstar Direct.

Evaluation methodology calculations are provided by Morningstar Direct.

Fund universes comprised of the Morningstar retail mutual fund universe and is customized by excluding index funds, funds that lack a 3-year track
record and non-retirement share classes {e.g. B and C shares)

Fund details and portfolio characteristics are provided by Morningstar Direct with the most recent data available from the investment companies.

Investment advisory services offered through Investment Advisor Representatives of Benefit Funding Services Group.
Morningstar category returns are used (o proxy E:QMEESm lacking historical data in order to generate plan-weighted performance.
For share classes with limited history, performance am.m been extended by using the oldest share classes and adjusting for any expense differential.




EXHIBIT C

FEE SCHEDULE



Rachel Fequiere Date:
BFSG March &, 2015

2040 Main Street, Suite 150
Irvine, California 82614

Plan Information
This section summarizes specific information about the plan you are benchmarking.

Defined Contribution Plan Size: $50 million Fee Method: 12b1 or TA Fee {commission)

Services included as  « Investment Policy Development * Vendor Fee/Service Reviews

part of your annual » Plan Design Consulting * Vandor Management/Issue Resolution

retalner fee: « Fund Menu Design + Investment Monitaring/Committee Meetings
» Compliance Oversight * Education Program Strategy
* Act as Investment Fiduciary ( (21)) to the Plan * Fund Replacements/Fund Manager Ssarch

—— - -~ - - —sNendor Search e e — - ——» Agset-Allocation-Modeling— - -—- - -—— <=

* Transition Services to Recordkeeper © +Quarterly Investment Reviews

Comparison of Advisor/Consultant Annual Retainer Fees”

This section provides a summary of your annual retainer fee, compared o the database. For plans of this size the database contains 87 responses.

Your annual retainer fee for this plan: #5$25,000
. Mean (average) $67,333
The database average for a plan of this size: .
Median $62,500
Jour retainer fee compared to the database: 93% are HIGHER 3% are the SAME AS 3% are LOWER

Due to rounding this may not equal 100%

Your retainer fee compared to the database broken down by quartiles:

Feo range for this quartlle - $21,000-850,000 $50,000-862500 : §62,500-§75000  $75000-$150,000 |
QuartleMean . $3571 $53523 - $74001 . $103750
 Quartile Median . $37, 50,.0 ... . 8s0000 . 75000 . $100,000

KEY DEFINITIONS:

Mean: Calculated by adding al the reported fees and then dividing by the number of fees in the database.
Median: The fee that is in the middle of all database points; that is, half the fees fall below this number; half are above.
Quartile Mean, Median: Reflects average/median just for the quartile.

PLEASE NOTE:

Fees may range considerably for a particutar plan based on the type of fiduciary services and level of participant services provided.

itis important to ltemize all the services being delivered to the pfan and also fo evaluate the quality and value of the services to get an accurate
understanding of how they may affect the fees being charged.

Copyright @ Ann Schleck & Co., LLC 2013. All rights reserved. 1




Rachel Fequiere
BESG

2040 Main Street, Sulte 150
Irvine, California 92614

Detailed Fee Comparison

Plan Size: $50 million
Your Annual Retainer Fee for this plan % $25,000
The database average for a plan of this size: Mean (average) $67,333

Median $62,500

Wwehquse or Bank Affllated L 24_ o $2§ DOO to $125 000 $75 938
!ndependent FA/RIA ; 43 ] $21 000 to $125 000 | $60 930
Fgf—iny R[ﬁ/_(_;onsultant‘% , - 20" g $45,Q00_to $150,000 E $70 7?5

Northaast L 32
: Southm o ) 7 . 14m
Mldwe§.t m 29
west? 12

$21 000 to $150 OOD

$65,078

o .$2§90Q.,t,° $100, OOO $52 893
$22 000 to $125 00o . $74,293

$40,000105125,000

$73 375

' $7,oo

 $60,000
360,000

5?3 750

$47,500

$75,000

$68 750

This section compares annhual retainer fees by size of firm, where size is measured by total DC assets under advisement,

Your firm's total DC asséts under acvisement: ® $8 biilion

Upo$100milon 4 $750000§75000 | $75000
$101109500milion - 25 2200008160000 $81400
8501 milionto$1bilion 24 5210000812500 ;  $66:250
over$ibilions 37 $2500010$115000 . $68324

Capyright @ Ann Schleck & Co., [LLC 2013, Al

rights reserved.

i
$75,000 _,
$75000

868750

B .




Rachel Fequiere Plan Size: $50 million

BFSG

2040 Main Street, Suite 150 .
Irvine, California 92614 Your Annual Retainer Fee for this Plan ¢ $25,000

The databhase average for a plan of this size: Mean (average) $67,333

Median $62,500

Scope of Serwces

Investment Pollcy Devetopment

Fund Menu DeS|gn : 99 %
Act as tnvestment Fldu::lary__(S(Z‘I})to the Plan o B9%

! ﬁc_t_es Dlscretlonary Fiduciary (3(38)) tethePlan N __1_5__‘_’/:_.'
Act as Fiducfary to Company Stock , 0%

Act as Investment l'-‘|duciary to Partcmpants ; 20 %

[ e L e b i e s s e oo e st % e e e e

Investrnent MonltonnglC ittee Mestings 100 % B 0% o S 0%

" Fund Replacements/Fund Manager Search _ 100 % o 0% L 0%

'AssetAJlocation_Mod_eling - - L 77%7 o % i 21 %
' Plan Design Consulting

_Compliance Oversight 7 76 % N % Ly :

Vendor Search

Transntlon Serwces to Recordkeeper : 84 % ; %

Vendor FeefSerwce Rewews _ 98 % % : 1%

Vendor Managementilssue Resolut:on 98 % ' 0% ‘ 1%

Educatlon Program Strategy ‘ 9 % : 0% f 1%

Employee Meetlngs . 77 %

Annual Investment Revrews : 5%

Semi—Annua! lnvestment Re\news : 15%

e . A

: Quarter[y lnvestment Reviews

Vendor Search : $3,000 to $55,DOO : $15.888 $13,750

Prowder Fee and Sennce Rewews $1,000 to $25,000 _ $7.464 i $5,000 ;

Investment Poltcy Deve!opment ‘BSSO to $10 000 : $3,818 $3,250
Employee Meetings $500 to $3 000 per day $1 453/day : $1 SOOIday

w

Pnnctpal Rate $125 - $475 per hour : $289 per hour : $250 per hour

Non Prlncipa! Rate $100 - $375 per hour $201 per hour $200 per hour

Copyright © Ann Schleck & Co., LLC 2013. All rights reserved. 3




Methodology

The Monarch Fee Benchmarker™ database is based on a quantitative study conducted by Ann Schleck & Company, LLC, an
independent consulting and market research firm serving the retirement marketplace.

Data contained in the database includes fee schedules from aver 182 retirement practices representing over $280 billion total

retirement assets under advisement.

The database is refreshed reguiarly, with new fee schedules added fo the database throughout the year. The data represented in the
database represents Advisors’ fee schedules and services for 401(k) plans. To ensure the integrity of the data, we restrict the data to
include only fees where an adviser has a plan of that asset size, Great care has heen taken to ensure the quality of the database.

Regional Division of States:

Northeast South idwi Woest
Connecticut Alabama lincls Alaska
Delaware Arkansas Indiana Arizona
District of Columbia Florida lowa California
-—_Maine. .. e o= — . ... Georgi@- e em-om -~ Kansas— - - - S _Colorade ——- ——-
Maryland Kentucky Michigan Hawalii
Massachusetts Louisiana Minnesota ldaho
New Hampshire Mississippi Missouri Montana
New Jersey North Carolina Nebraska Nevada
New York Oklahcma North Dakota New Mexico
Pennsylvania South Carolina Ohic Qregon
Rhode Isiand Tennessee South Dakota Utah
Vermont Texas Wisconsin Washington
Virginia Wyoming
West Virginia
Disclaimers

Ann Schleck & Company™ provides this report and the materials contained thereln "as Is" without warranties of any kind including

warranties of merchantabillty, accuracy, fitness for a particular purpose, or non-infringerment of intellectual property. Arin Schieck &
Company™ disclaims all responsibillty for any loss injury, clgim, iability, or damage of any kind resulting from, arising out of, or any
way related to: any errors in or omissions from this report and its content, including but not limited to technical inaccuracies and

typographical errors.

Permitted Use; Intellectual Property Rights

Materials contained in the Monarch Fee Benchmarker are the property of Ann Schteck & Company™ and are protected by copyright,
trademark, patent, trade secret, and other intellectual property and proprietary rights("Intellectual Property Rights"). Therefore, any

unauthorized use of any Materials may violate these and other laws.

The marks listed below are the trademarks of Ann Schleck & Company™.

Ann Schleck & Company™
MonarchT™
Fee Benchmarker™

Fer information about the Monarch™ Sales & Client Retention System go to

wew.anoschizol.com

’

%

schlec
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EXHIBIT D

CERTIFICATES OF INSURANCE



POLICY NUMBER: 31 UUN AX3381

COMMERCIAL GENERAL LIABILITY
CG20100413

THIS ENDORSEMENT CHANGES THE POLICY. PLEASE READ IT CAREFULLY.

ADDITIONAL INSURED - OWNERS, LESSEES OR
CONTRACTORS - SCHEDULED PERSON OR
ORGANIZATION

This endorsement modifies insurance provided under the following:

COMMERCIAL GENERAL LIABILITY COVERAGE PART

SCHEDULE

Name Of Additional Insured Person(s)
Or Organization(s)

Location(s) Of Covered Operations

and appointed boards, officers,

with respect to the subject project
and agreement.

The City of Costa Mesa and its elected
agents
and employees are additional insureds

City

of Costa Mesa

Information required to complete this Schedule, if not shown above, will be shown in the Declarations.

A. Section Il — Who Is An Insured is amended to

B.

include as an additional insured the person(s) or
organization(s) shown in the Schedule, but only with

respect to liability for "bodily injury",
damage" or ‘"personal and advertising
caused, in whole or in part, by:

1. Your acts or omissions; or

"property
injury"

2. The acts or omissions of those acting on your

behalf;
in the performance of your ongoing operations for
the additional insured(s) at the location(s)
designated above.
However:
1. The insurance afforded to such additional

insured only applies to the extent permitted by

law; and

CG20100413

2. If coverage provided to the additional insured is
required by a contract or agreement, the
insurance afforded to such additional insured will
not be broader than that which you are required
by the contract or agreement to provide for such
additional insured.

© Insurance Services Office, Inc., 2012

With respect to the insurance afforded to these
additional insureds, the following additional
exclusions apply:

This insurance does not apply to "bodily injury" or
"property damage" occurring after:

1. All work, including materials, parts or equipment
furnished in connection with such work, on the
project (other than service, maintenance or
repairs) to be performed by or on behalf of the
additional insured(s) at the location of the
covered operations has been completed; or

2. That portion of "your work" out of which the injury
or damage arises has been put to its intended
use by any person or organization other than
another contractor or subcontractor engaged in
performing operations for a principal as a part of
the same project.
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C. With respect to the insurance afforded to these

additional insureds, the following is added to
Section Ill - Limits Of Insurance:

If coverage provided to the additional insured is
required by a contract or agreement, the most we
will pay on behalf of the additional insured is the
amount of insurance:

1. Required by the contract or agreement; or

© Insurance Services Office, Inc., 2012

2. Available wunder the applicable Limits of
Insurance shown in the Declarations;

whichever is less.

This endorsement shall not increase the applicable
Limits of Insurance shown in the Declarations.

CG20100413



EXHIBIT E

CITY COUNCIL POLICY 100-5



SUBJECT POLICY EFFECTIVE | PAGE
NUMBER | DATE
DRUG-FREE WORKPLACE 100-5 8-8-89 lof3

BACKGROUND

Under the Federal Drug-Free Workplace Act of 1988, passed as part of omnibus drug legislation
enacted November 18, 1988, contractors and grantees of Federal funds must certify that they
will provide drug-free workplaces. At the present time, the City of Costa Mesa, as a sub-grantee
of Federal funds under a variety of programs, is required to abide by this Act. The City Council
has expressed its support of the national effort to eradicate drug abuse through the creation of a
Substance Abuse Committee, institution of a City-wide D.A.R.E. program in all local schools and
other activities in support of a drug-free community. This policy is intended to extend that effort
to contractors and grantees of the City of Costa Mesa in the elimination of dangerous drugs in
the workplace.

PURPOSE

It is the purpose of this Policy to:
1. Clearly state the City of Costa Mesa’s commitment to a drug-free society.

2. Set forth guidelines to ensure that public, private, and nonprofit organizations receiving
funds from the City of Costa Mesa share the commitment to a drug-free workplace.

POLICY

The City Manager, under direction by the City Council, shall take the necessary steps to see
that the following provisions are included in all contracts and agreements entered into by the
City of Costa Mesa involving the disbursement of funds.

1. Contractor or Sub-grantee hereby certifies that it will provide a drug-free workplace by:

a. Publishing a statement notifying employees that the unlawful manufacture,
distribution, dispensing, possession, or use of a controlled substance is prohibited in
Contractor’s and/or sub-grantee’s workplace, specifically the job site or location
included in this contract, and specifying the actions that will be taken against the
employees for violation of such prohibition;
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Establishing a Drug-Free Awareness Program to inform employees about:
1. The dangers of drug abuse in the workplace;
2. Contractor’s and/or sub-grantee’s policy of maintaining a drug-free workplace;

3. Any available drug counseling, rehabilitation and employee assistance programs;
and

4. The penalties that may be imposed upon employees for drug abuse violations
occurring in the workplace;

Making it a requirement that each employee to be engaged in the performance of the
contract be given a copy of the statement required by subparagraph A;

Notifying the employee in the statement required by subparagraph 1 A that, as a
condition of employment under the contract, the employee will:

1. Abide by the terms of the statement; and

2. Notify the employer of any criminal drug statute conviction for a violation
occurring in the workplace no later than five (5) days after such conviction;

Notifying the City of Costa Mesa within ten (10) days after receiving notice under
subparagraph 1 D 2 from an employee or otherwise receiving the actual notice of
such conviction;

Taking one of the following actions within thirty (30) days of receiving notice under
subparagraph 1 D 2 with respect to an employee who is so convicted:

1. Taking appropriate personnel action against such an employee, up to and
including termination; or

2. Requiring such employee to participate satisfactorily in a drug abuse assistance
or rehabilitation program approved for such purposes by a Federal, State, or
local health agency, law enforcement, or other appropriate agency;
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g. Making a good faith effort to maintain a drug-free workplace through implementation

of subparagraphs 1 A through 1 F, inclusive.

2. Contractor and/or sub-grantee shall be deemed to be in violation of this Policy if the City
of Costa Mesa determines that:

a. Contractor and/or sub-grantee has made a false certification under paragraph 1

above;

b. Contractor and/or sub-grantee has violated the certification by failing to carry out
the requirements of subparagraphs 1 A through 1 G above;

Such number of employees of Contractor and/or sub-grantee have been

convicted of violations of criminal drug statutes for violations occurring in the
workplace as to indicate that the contractor and/or sub-grantee has failed to

make a good faith effort to provide a drug-free workplace.

3. Should any contractor and/or sub-grantee be deemed to be in violation of this Policy
pursuant to the provisions of 2 A, B, and C, a suspension, termination or debarment
proceeding subject to applicable Federal, State, and local laws shall be conducted.
Upon issuance of any final decision under this section requiring debarment of a
contractor and/or sub-grantee, the contractor and/or sub-grantee shall be ineligible for
award of any contract, agreement or grant from the City of Costa Mesa for a period

specified in the decision, not to exceed five (5) years.

Upon issuance of any final

decision recommending against debarment of the contractor and/or sub-grantee, the
contractor and/or sub-grantee shall be eligible for compensation as provided by law.






