Agenda Report

Date: May 14, 2013

To: Mayor and Members of the City Council

From: Jeffrey W. Collier, City Manager

Subject: Review of Draft Oil Revenue Trust Document
RECOMMENDATION

[t is recommended the City Council review the progress of the Mineral Extraction
Financial Plan Subcommittee and the enclosed Oil Revenue Trust Document
presented herein. Should the City Council decide to move forward with the Trust
formation it would be appropriate to schedule a date and time to conduct a Study
Session on the details of the potential action.

BACKGROUND

The Mineral Extraction Financial Plan Subcommittee was formed by the City Council on
August 28, 2012 to determine an appropriate method to use in implementing the City
Council's articulated intent to thoughtfully and intentionally plan in advance for how the
potential revenue from the Whittier Main Qil field Mineral Exiraction Lease can best be
used for the long-term benefit of Whittier residents. Mayor Bob Henderson and
Councilmember Joe Vinatieri were selected to serve on the Subcommittee and began
their task with a meeting held on September 26, 2012. Since that time the
Subcommittee has met 12 times (October 19, 2012, November 27, December 3,
December 14, January 25, 2013, February 22, March 1, March 25, April 12, April 26,
May 3 and May 7) with a continued effort of research and work product review by
Subcommittee members both collectively and individually between meetings. Their
efforts were augmented with input from my office and staff along with the City Attorney
and Special Counsel (Joel Kuperberg and William [hrke from Rutan & Tucker) who were
retained by the City Council at their December 11, 2012 meeting.

This extensive work effort by the Subcommittee was reported to the entire City Council
and the public at the City Council meetings held on November 13, 2012 and March 12,
2013 (held over to March 26) during which a comprehensive PowerPoint presentation
was given fo the community by the Subcommitiee and a White Paper entitled
‘Management of Non-Recurring Municipal Revenues’ was shared.

Much of the focus of the Subcommittee since the retention of the Special Counsel has
been the evaluation of the different options available to the City to safeguard the
revenue stream from the Mineral Extraction Lease in order to 1) supplement the funding
of current City services, as well as 2) protecting the funds for the continuation of those
benefits while providing for infrastructure and capital improvements for future
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generations of Whittier residents. Of key interest in the eyes of the Subcommittee was
the ability to provide current residents with immediate positive impacts on their service
levels from the Mineral Extraction Lease along with both the preservation of the funds
for future generations and the ability of the City to use the funding to aid in the recovery
from a potential catastrophic loss (i.e. earthquake, fire, flood) should such an event ever
strike the City.

To recount the Subcommittee’s basic criteria for managing the Mineral Lease revenue,
their major goals are:

» Transparency and accountability in deciding how to manage new revenues from
extraction of City minerals.

¢ There must be benefits derived by current residents from income received,
however, if the funds are significant it is the responsibility of the City Coungil to
protect and preserve them for the future.

» Revenues should be preserved in a Trust/Endowment Fund that cannot be
simply altered by a City Council action. The City’'s voters would be asked to
approve the structure of the Trust and would also have to approve any major
changes or dissolution of the Trust.

e The management of the Trust would be the Council’'s ultimate responsibility but
would be aided by a special oversight commission of local residents expert in
financial matters.

e All investment allocations would be made by a fund manager(s) within the policy
guidelines recommended by the commission and approved by the City Council.

* All recommendations and decisions on investments would be made in public by
the oversight commission and the City Council.

e The fund manager(s) would be selected through a public Request For
Qualifications (RFQ) process.

e The finance professional(s) would be compensated for his/her work, but no staff
member, City Council member, or commissioner would be compensated in any
manner from the Trust.

¢ To insure immediate benefit to the citizens of Whittier, the income from the first
test wells (defined as Phase 1 in the CUP) would be allocated directly to the City
General Fund to restore services that have been diminished in recent years as a
result budget reductions as a result of the economic downturn.

+ Additional revenues (if available) would be split between the City General Fund
(25%) and the Trust (75%) until the City's allocation is a total $10,000,000 per
year in lease revenue from the Mineral Extraction Lease. After that point, the
City General Fund’s share would be increased by CPI (with a 3% cap) to
maintain its purchasing power.

e There would be the ability (as defined in the Trust) for the commission, fund
manager, and City Council to determine that the Trust is sufficiently funded and
an additional allocation could be made to the City to be primarily (75%) used for
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capital investment in the City’s assets and infrastructure. This could include the
construction of green energy improvements, modernization of municipal facilities
to improve public safety and public service and, continued renovation and
revitalization of streets, sidewalks, sewers along with the continued greening of
the City with improvements to our urban forest and public landscaping. The
Trust would allow for the remainder of the excess distribution (25%) to be used
by applying 15% to fund unfunded and underfunded long-term liabilities of the
City, which include the need for reserves required for insurance, claims and
liability exposure, asset and technological replacement, and post employment
cost exposure. The remaining 10% could be used for non-salary and benefit and
non-recurring City operating needs. Note: because these allocations could only
be made annually based upon the current status of the Trust it would be
inappropriate to fund on-going operating needs, such as labor costs, with this
hon-recurring income source.

s [t is the intent of the Subcommittee, and is articulated in the document, that the
Trust remains intact in perpetuity to benefit all residents — current and future.

¢ The Subcommitiee believes, and the Trust document allows for use of the Trust
assets to meet emergent needs of the City in connection with a catastrophic loss
(declared by the Federal and/or State government) directly impacting Whittier in
an amount not to exceed 20% of the balance of funds in the Trust after any
insurance proceeds have been utilized.

The Subcommittee has worked with staff and Special Counsel to mest their goals for
the management of the Lease revenue from the Mineral Extraction project in a Trust
document (attached) that they have titled The Trust for Whittier's Future. It is attached
to this report to allow for critique and questions from the City Council and the public.

DISCUSSION

The Trust has been drafted by the Special Counsel at the direction of the Subcommiitee
to allow very limited flexibility to the City Council or staff to modify the allocation or use
of the funds in the future. [t is the belief of the Subcommittee that this very structured
format is the only way to insure that the fund is preserved in perpetuity. While the Trust
could be put into effect by a Resolution of the City Council, it is the belief of the working
group that this would also allow for substantive changes in the protections drafted into
the Trust at the 'whim’ of a future City Council. The Subcommittee strongly
recommends that any City Council action (resolution) approving the Trust only be
conditional and not binding without a vote that puts the matter before the Whittier
electorate for a decision. This would bind Council and staff to work within the rules of
the Trust unless amended at some point in the future by the voters of Whittier.

The Subcommittee further recommends that the voters be asked for their support or
rejection of the Trust at the earliest possible date so as to ensure that the revenues
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generated from the Mineral Extraction Lease be allocated and protected pursuant to the
terms and conditions of the Trust. Only minor revenues have been received by the City
thus far and actual revenues are expected to begin flowing during the last quarter of this
current calendar year as a part of Phase 1 of the project. To meet this goal, the
Subcommittee would propose that the election be held on November 5, 2013.

If the voters endorse and accept the Trust, the terms and conditions of the Trust would
dictate all allocations and distributions from the Trust and, realistically, the revenue from
the Mineral Extraction Lease. However, if the voters rejected the Trust, the receipt,
allocation, and expenditure of the Mineral Extraction Lease revenue would be made in
the sole and absolute discretion of the Whittier City Council as the revenue is received.

Should the City Council desire to move forward with a Special Election on November 5
it would be necessary to request that the City staff return on or about June 11, 2013
with the appropriate documents to initiate the process. Those documents would
include:

1. The final version of the Trust Agreement creating The Trust for Whittier's Future

2. A resolution of the City Council of the City of Whittier conditionally approving The
Trust Agreement for the Trust for Whittier's Future

3. Other implementing actions as recommended by the City Attorney and Special
Counsel

4. The tentative time schedule for this process would be as follows:

° June 11, 2013 The City Council would call the Special Election
° June 18, 2013 The City Clerk would post the Notice of the deadline
for ballot arguments

¢ July 1, 2013 The arguments would have to be submitted to the
Clerk

¢ July 11, 2013 The rebuttal to the argument would have to be
submitted to the Clerk

° OQct 21,2013 Voters could register to vote up until this date and be
entitled to vote

° Nov. 5, 2013 Election Day

The Subcommittee believes that the complexity of the proposed Trust for Whittier's
Future necessitates additional consideration and study by the City Council and would
strongly recommend a Study Session prior to the June 11" meeting. Only upon the
thorough review of the Trust by the City Council would you have before you for
consideration and action the items required to either call for the Special Election or
reject the idea of a Special Election. Staff believes that a Study Session could be held
on May 28" if the members of the Council would like to discuss the Trust in more detail
as we have a relatively light agenda for that evening.
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Both the City Attorney and Special Counsel will be in attendance at this meeting to
answer any questions from the City Council related to the establishment of The Trust for

Whittier's Future.

FISCAL IMPACT

All costs associated with the Subcommittee’s work, including the retention of legal
Counsel has been paid by lease revenue collected in connection with the Mineral
Extraction Lease. Should the City Council decide to bring the matter to a vote the costs
of same would also be paid from accumulated and/or future lease revenue.

Submitted by:

(o —

Jeffrey W. Collier
[ anager

Attachment: Draft Trust Agreement creating The Trust for Whittier's Future
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TRUST AGREEMENT CREATING
THE TRUST FOR WHITTIER’S FUTURE

The City of Whittier, a charter city and political subdivision of the State of California,
(*City™), as Settlor, hereby declares that it has transferred to the Trustees this day all of its rights
as Lessor under the “Whittier Main 2008 Mineral Extraction Qil, Gas and Mineral Lease”
entered into as of October 28, 2008 between the City and Matrix Oil Corporation, as amended, or
its successor instrument, (the “Lease™) including, but not limited to, the City’s right to receive
the mineral revenues payable under the Lease, and the Trustees J cknowledge receipt
thereof. Such rights, and any other property subsequently trangfggred to the Trustees or their
successors, shall be held and administered as provided below g€ apiikized terms not defined in
the body of this Trust Agreement are defined in Section 1.2 H&eof.

o

1.1 :
be THE TRUST FOR WHITTIER’S FUTURE (the “T¢
changed only by the unanimous vote of the Trustees.

o
ol

........

(a) Cod
amended, and coiféSp
(b) Iumissio

g

Advisory CommissigiLmof

the next and e it succeedmg Year durmg which the Trust is in existence, references to
“CPI Adjusted” Dollar Amount” mean the CPI Adjusted Dollar Amount for the
immediately preceding Year increased or decreased by a percentage of such CPI
Adjusted Dollar Amount that is equal to the annual rate of change in consumer prices
during the preceding Year determined as of the end of such preceding Year (Year-over-
Year), provided, however, that the percentage increase in any Year may not exceed three
percent (3%). For purposes of the foregoing, changes in consumer prices shall be
determined by reference to the Consumer Price Index For All Urban Consumers for the

Los Angeles-Riverside-Orange County, CA metropolitan area for All Items (base period,
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1982-1984=100) (hereinafter “CPI-U”), or, if the CPI-U is not then published, the next
closest appropriate index published by the Bureau of Labor Statistics of the U.S.
Department of Labor or comparable agency selected by the Trustees.

(e) Investment Income. References to “Investment Income” mean all gross
income of the Trust of any kind other than Mineral Revenue.

() Mineral Revenue. References to “Mineral Revenue( s8)” mean all revenue
from minerals, including but not limited to crude oil, natural gz nd other hydrocarbons,

ahes o O

(g)  Phase 1 Period. References to “PhasesI#F . mean the period of time
in which Phase 1 of the Whittier Main Mineral Exﬁ%n 3t 1s in effect, as such
Phase 1 is described in Resolution No. 8424 a g Condt °¢'§n 1 Use Permit No

(h)  Phase 1 Production. K jees to Q;)?Ehase 1. Productiéit mean the
amount of mineral production that is equal to tiigsav. ﬁ%number of barfels per day of
crude oil production under the Mineral Lease g the ninety (90) calendar days
immediately preceding the end ofithe Phase 1 Perio

168s, to “Probat Quric” mean the California
Probate Code, as amended, and coITe: 3 ond( AR isions offdny subsequent state law.

-'::

Referces to “Trust Corpus” shall mean the

O’
ol - o
I \u eTy

sear” mean City’s fiscal year, commencing on

ent to provide for the future needs of City.

other income as an end®

1.4 Irrevocable Dedication. All of the property of this Trust is irrevocably dedicated
exclusively to the purposes set forth in this Trust Agreement, and no part of its net income or
assets shall ever inure to the benefit of any private person.

1.5  Distribution on Dissolution. Upon termination, dissolution and winding up of
this Trust, the assets of this Trust shall be distributed to City for uses and in allocated amounts to
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be determined by a vote of the City electorate deciding the question of whether to terminate this
Trust as set forth in Section 1.8 below.

1.6 Prohibition Against Certain Activities by Trust.

(a) Generally. Notwithstanding any other provision of this Trust Agreement,
this Trust shall not carry on any activities not permitted to be carried on by City.

(b)  Certain Political Activities. Without limitigg, the generality of the

prohibitions described in Section 1.6(a) above, no substantigipart of the activities of this
Trust shall consist of carrying on propaganda or oth e attempting to influence
legislation, and this Trust shall not participate or injéFvensgin any political campaign
(including the publishing or distribution of statemeri¥s) on belaHzof or in opposition to

any candidate for public office.

FaaTe

this Trust by any legal means. The Trustees are h&tah uthorl %5 to accept such'ggditions to the

1.7 Additions of Property to Trust Esti 'x-c%%fg‘yopeﬁy to

Trust estate. All property transferred to the Trust es whi ccepted by dhe Trustees in
accordance with this Section 1.7, and the income from 3 preciation in such property, shall
form the Trust estate of this Trust, andy all be held, adm iy ered and distributed as set forth
herein.

2 iiendme t No material substantive change may be made by
amendment 16 ?Ekus Trust Agment and the Trust created under this Trust Agreement without

3 nge in number or qualifications of Trustees; or

(b)  “A change in the beneficiary of the Trust (i.e., City); or
(c) A change in the maximum allowable amount or proportion of Trust funds
that may be transferred annually to the City for cwrent year allocations.

The Trustees, however, acting by majority vote, shall have the power to amend this Trust
Agreement if necessary to enable this Trust to qualify for exclusion of its gross income under
Section 115 of the Code, and to amend the procedural and administrative provisions of this Trust

131/030488-0001
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Agreement (such as, but not limited to, accounting procedures and meeting schedules) if
necessary or advisable to advance the purpose of this Trust.

2.3 Records of Amendments. Any amendment to this Trust Agreement shall be in
writing, shall be attached to this original Agreement and shall be maintained with the permanent
records of the Trust.

ARTICLE 3
TRUST DISTRIBUTIONS

3.1 Distribution of Mineral Revenue.

q _ Higigdiately following the Year in
which the Phase 1 Period ’_ Seiitbeach Year thefdfiter” (a) one hundred percent

CMiineral Revenud generated from the Phase 1
Fdistributed to City of such Mineral

Production; plus (b) twenty-fivg

Revenue eﬂPrateg from barrslggover the Eliase 1 Production until City has
receivedgitom thggrevenues in ubparagraphs (@) and (b) of this Paragraph
3.1 (%1({"' or the applicable Year,%he CPI Adjusted Dollar Amount; plus (c) that
amount, digtgibutedzfo City, necessaigFto satisfy City’s obligations, if any, to the
Puente Hills<i5bi tiHority and. afly other obligations that the City has incurred
i 1, 20TG"®igpTespect to the use, distribution or transfer of any

2 al Revenue. For illustrative purposes only, a depiction of
Mmeral "@'@, ue digigibutions under hypothetical circumstances during years

0 Ilowmg he date that the CPI Adjusted Dollar Amount becomes

g . \-{!? forth in M hereto (specifically, from Year 5 to Year 6,
d shown by .'3'2:"

3.2 Distribution of Investment Income; Distribution from Trust Corpus if
Mineral Revenues Insufficient.

(a) Investment Income received by this Trust, net of expenses property
charged thereto, shall be accumulated and added to the Trust Corpus not later than the
thirtieth (3 Oth) day after the end of cach Year.

12
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(b) In the event that Mineral Revenue distributed to City according to
Section 3.1(a) above is insufficient to cover 100% of the CPI Adjustment Dollar Amount
for the applicable Year, then a portion of the Trust Corpus shall be distributed not later
than the thirtieth (30™) day after the end of that applicable Year in an amount equal to the
difference between the CPI Adjusted Dollar Amount for such Year and the Mineral
Revenue distributed, if any, to City under Section 3.1(a) above. For illustrative purposes
only, a depiction of how a portion of the Trust Corpus is distributed for a Year in which
Mineral Revenue is insufficient to cover 100% of the CPI Adjustment Dollar Amount, is

mamtenance of the Trust Corpus of sufﬁc1ent size to genera(g % it Investment Income in
perpetuity for the benefit of the City. In furtherance of this pi 1ary infepMineral Revenue and
Investment Revenue are accumulated and added to the i ibutions are made
by the Trust to the City in accordance with this T ecogm‘uon that,

i35 stmeni iZncome in a pa f?’:':"'" Year or
Years may significantly exceed any projections of the e ;(i" orpus that were ¢ eveloped at the
time that this Trust was created. Therefore, as a second ith,

provisions of this Section 3.3 authorize¥fig,distributi “Hittion of the Trust Corpus in the
cvent that the Trust Corpus exceeds the 11 Wi
the Trust Corpus at a size sufficient to gené &
the benefit of the City. %

(2) N ‘i Shiding Sectio 5.1 and Seblion 3.2 above, after making the
express ﬁndm -:e:\‘ i \f the last day} %f the previous Year, the aggregate fair market

Zin the GL] Year an amount not to exceed the difference between
3 mt ofgthe Trust Corpus (mcludmg Investment Income) 1n the

% same previous Year; provided, however, that such distribution
0! times (__x) the amount distributed in such Year to the City

il Section 3.1 or Section 3.2 above. The amount calculated in the
previous sentegice for distribution shall be, for the applicable Year in which such
distribution is ‘made, defined as the “Extraordinary Twenty Times Distribution Amount.”
For illustrative purposes only, a depiction of the application of the distribution pursuant
to this Section 3.3(a) and the amount of an Extraordinary Twenty Times Distribution
Amount under hypothetical circumstances, is set forth in Exhibit “A” hereto.

(b) In the event that the Trustees authorize a distribution pursuant to Section
3.3(a) above, then the Extraordinary Twenty Times Distribution Amount for the
applicable Year shall be allocated by the City according to the following percentage

131/030488-0001 5
5561731.3 a05/10/13 b

13 ;

—ep



allocations: (i) Seventy-five percent (75%) of the Extraordinary Twenty Times
Distribution Amount shall be used for non-recurring, “one-time,” costs connected to
designated capital improvement/public infrastructure projects approved by the City
Council of City (the “City Council™); (ii) Fifteen percent (15%) of the Extraordinary
Twenty Times Distribution Amount shall be used to pay for any unfunded or
underfunded liabilities of the City and/or to provide reserves for potential contingencies
and liabilities; and (iii) Ten percent (10%) of the Extraordinary Twenty Times
Distribution Amount shall be used at the discretion of the City Council.

J"/J':’-.

3.4 Commlssmn Report and Recommendation. Pr ap‘%rovmg a distribution
'.- all receive and con51der a

distribution on the Trust, and the performance of the
Trust Corpus remaining after such distribution(s)
Corpus will generate significant Investment Inc

' ,u finding that the
1 be sufficient to a that the Trust

3.5  Distribution of Trust CO a,ﬁa ( ic rgencies. The Trust Corpus
may be distributed only with the express Wjtien#gSiisen ghty percent (80%) of the
Trustees voting on the matter,, and then ":%u ust . ._,' | 6nly in response to a specific
catastrophlc emergency, which must be a Fedefal g fergent '- ared as such by the President of

HOrzEhFederal offidig mergency declared as such by the

"_'-'; or his or her? bs1gnee (11) must be used within the municipal
1c use of suchipprtion of the Trust Corpus must be approved
i ution pursuanf#to this Section 3.5 may not exceed twenty
¢ distribution, and the Trustees may not make

pursuant™to this Section 3.5 more frequently than two

R

4.1  Numbeér of Trustees. The number of Trustees of this Trust shall always be equal
to the number of members of the Council (“Councilmembers™).

42  Terms of Trustees. Trustees shall not serve for a particular term. Rather, a
Trustee shall serve until such Trustee is no longer a Councilmember.

4.3 Trustees. Owen Newcomer, Bob Henderson, Joe Vinatieri, Cathy Warner and
Fernando Dutra (or such City resident elected or appointed to the office held by any such
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Councilmember by reason of the Council declaring such Councilmember’s seat vacant pursuant
to law) are hereby appointed the initial Trustees of this Trust. The Trustees shall always be the
Councilmembers then in office.

44 No Bond Required. No bond or other security shall be required of any Trustee
designated pursuant to this Trust Agreement.

4.5 Meetings of the Trustees.

(a) Place of Meetings. Meetings of the Trusteeg fallbe held at the first of
the places set forth in the following sentence of this Segtiy which is applicable. Such

and_J;
fier busines

(d) Meetinpys By G ference Telephone. The Trustees may participate in a
through %e of “conference telephone, V1deo conference or snmlar

me

comrﬁﬁ'ﬁ'

hear one AD) . Pa :«p 1pat10n ina meetmg in the manner provided in this Section shall

() {Action at a Meeting: Quornm. Presence of a majority of the Trustees at a
duly convened meeting of the Trustees shall constitute a quorum permitting the meeting
to continue. The presence of a quorum, however, will not reduce the number of Trustees
required to approve an action in accordance with the terms of this Trust Agreement. For
example, if there are five (5) Trustees serving, and three (3) Trustees are present at a duly
convened meeting of the Trustees to vote on an action which, pursuant to the terms of
this Trust Agreement must be approved by a majority of the Trustees, then the vote of all
three (3) Trustees present at such meeting will be required to approve such action.
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Further, a meeting at which a quorum is initially present may continue to transact
business notwithstanding the withdrawal of one or more Trustees, provided that any
action taken is approved by the number of Trustees required to approve such action under
the terms of this Trust Agreement, regardless of the number of Trustees present at the
meeting. The Trustees shall keep written minutes or memoranda of actions taken at
meetings and copies of such minutes shall be distributed to all Trustees within a
reasonable time after each meeting.

(£ Action Without Meeting. Any action by ‘ stees may be taken
without a meeting if the number of Trustees required a"u"‘- he action under the

........

action by written consent shall have the same fo$&find & the unanimous
vote of all Trustees present at a meeting of thy Y ‘:L_ attended only
by the Trustees who signed the written copigit. A Trus ce who does not aL‘ sthe written
consent shall nevertheless be deemed to Bave Jtont 1 $75uch Trustee
objects to the same in writing within thirty l"ilf BT re &€ in accordance
with this paragraph. Nonconcurring Trustees, if afiggshall not be liable for the act or

failure to act of the other Trustee

PROTECTION PRAYVIDEDZEHETRUSTEES

%

5.1  Expenses fidompensationiPTrustees ghall be reimbursed for expenses
fe admirfi§igation of this Brust in accordance with City policy for Council
member reimburseniSAtEustees gall not be ent o any compensation for the performance
of their duties as Truste

fication antd¥Reimbursement. A Trustee shall be entitled to
bk SR nt of reasonable costs of defense) or reimbursement from
the Tr‘ﬁ estate for any™g S Amage, or claim by reason of any act performed or
omifted e performed b % in good faith on behalf of this Trust and in a manner
reasonably Bgleved by the tee 10 be within the scope of his or her authority and in the best

mterest of thy 1st and CIfy (including acts or omissions committed as a result of simple
negligence) or b son ofghe Trustee’s control of Trust property or for torts committed by a
co-Trustee during soufge of the Trustee’s administration of this Trust unless the Trustee is

personally at fault. twithstanding the foregoing, a Trustee shall not be indemnified or
reimbursed with respect to any expense, loss, damage, or claim incurred by reason of his or her
breach of trust or other acts or omissions committed intentionally, with gross negligence, in bad
faith, or with reckless indifference to the interests of City.

5.3  Disclosure of Trust Provisions. This Trust instrument, and all of the documents
relating to the Trustees’ activitics in carrying out this Trust, are public records and available for
public review. In addition, the Trustees are specifically authorized to disclose the provisions of

131430488-0001
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this Trust Agreement and the nature of this Trust’s assets if the Trustees, in their discretion,
determine such disclosure is advisable or required by state or federal law.

5.4 Extent of Liability.

(a) In General. A Trustee shall not be personally liable to this Trust or to
City for any act or omission taken in good faith on behalf of this Trust and in a manner
reasonably believed by the Trustee to be within the scope of his or her authority and in

.........

Trustee is personally at fault. Notwithstanding
personally liable for his or her breach of trus Eom
intentionally, with gross negligence, in bad 4 i %) idifference to the

Trustee shall be required to investgzfga: i N epredecessor and shall be
relieved of all liability therefor i:‘ : ;

of the Probate Cod

6.1 Standafd of Care. A Trustee must use at least ordinary care and diligence in the
performance of his or her duties as Trustee. When acting as Trustee, the Trustee shall act with
the care, skill, prudence, and diligence under the circumstances then prevailing that a prudent
person acting in a like capacity and familiar with these matters would use in the conduct of an
enterprise of like character and with like aims, to accomplish the purposes of the Trust.

131/030428-0001
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6.2

Compliance with Law. Notwithstanding any other provision of this Trust to the

contrary, the Trustees shall at all times comply with the following statutory requirements or the
requirements of successor statutory provisions:

seq.

6.3

(@)
(b)
(c)
(d)

The Ralph M. Brown Act, Government Code Section 54950, et seq.;
The Political Reform Act, Government Code Section 81000, et seq.;
Government Code Section 1090, et seq.; and

The California Public Records Act, Govegk ent Code Section 6250, et

to be prepared by an independent firm of public accgffitants® and within THREL: (90) days after
the end of each Year shall furnish City with such aydifed state pents.

Accountings. The Trustees shall cau financi ments of this Trust

------

delegatiomRL
delegate. TFeiigs

T

Enoin g, 2 Tr1 e is expressly authorized under the terms of

Sy = .,

All Trustees. The Trustees may delegate their powers to
swriting signed by all of them. The writing must state the
ar Trustees and provide a date within a reasonable time

-mg pursuant to such a delegation shall have the authority to bind

...c

this Trust, antgg persons may rely on their authority to act for this Trust. Any act by
or instrument ¢
action of the Trustees as if done by all Trustees. The Chair of the Trustees shall be the
Trustee then serving as City’s Mayor; the Vice-Chair of the Trustees shall be the Trustee
then serving as City’s Mayor Pro Tem; the Chief Executive Officer of the Trust shall be
the person then serving as the City’s City Manager; the Secretary of the Trust shall be the
person then serving as City’s Clerk/Treasurer; and the Chief Financial Officer of the
Trust shall be the person then serving as City’s Controller. The Trustees may in their
discretion assign other titles and roles to individual Trustees as they deem appropriate.

131/030488-0001
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(b) Delegation by Trustees to Others. The Trustees, acting by majority vote,
may delegate to an agent or other person, the performance of actions requiring special
skills or expertise, whether or not one or more of the Trustees may have such skills, and
the performance of actions requiring special personnei or equipment not otherwise
available to the Trustees at a reasonable cost. In each case where the Trustees have
properly delegated a matter to an agent or other person, the Trustees have a duty to
exercise general supervision over the person performing the delegated matter.

includes development of investment policies, rev | ‘ -‘atlon and review of
outside investment managers. The Comm1ss1§§%-ﬁ1 i

sole and absolute discretion:

(i  An unders{ i nigEyinciples, strategies, transactions
and performance; SR

(t) - t % w andi _,-,:" investment statements and
reporting;

aa, (f
SR

".. bSolute discretion, may also deem a resident and

o

(4) years, and gio Commissioner may serve for a total of more than ten (10) years. Two
(2) of the five (5) initial Commissioners may be appointed for a shorter or longer initial
term, to stagger the Commission terms. The Trustees may remove a Commissioner
without cause, and fill vacancies on the Commission.

The duties of the Commission shali include the foilowing;
@) The development and periodic revision of an investment policy for

adoption by the Trustees consistent with the California Uniform Prudent Investor

131/030438-0001 11
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Act (Probate Code Sections 16045-16054), as it may be amended from time to
time;

(i)  The development of criteria for the selection of fund managers;

(iii)  Interviewing a short-list of proposed fund managers prepared by
the City Manager or his or her designee and a subcommittee of the Commission,
and making recommendations to the Trustees for the retention of one or more of
such fund managers;

(iv)  Making quarterly reviews of the | ,-(’ > tment performance of fund

managers and providing quarterly written repo _*“ stees; and
(v) Making and transmitting ! . iZheir consideration a
written report on the effect any propoggd”distribution of MmRevenue and/or

Investment Income pursuant to Section 3.4 abpve, in light 0 ".' . cifect of the
proposed distribution on the Trust?SAga '_ I T5E
and making a recommendation to the%iustegd whether to maké” the proposed
distribution. ¥

7.3  Dealing with the Truste
third person dealing with the Trustees or ASSTS r’},g
good falth and for a Valuable con31derat10nnd iedn

4 ate Code Section 18100, if a
ittt of a transaction acts in

e _3),;,, :
s
ﬁ‘*ﬁ«"" OWerS

no duty to see tothe appliCatRunde

= -: S

taken at such a meet1 #and actions taken by the Trustees without a meeting, and other facts
concerning the trusts e tabhshed under this Trust Agreement. Anyone may rely on a copy of all
or a portion of this Trust Agreement certified by a Trustee, or by an attorney, to be a counterpart
or true copy of all or such portion of this Agreement.

74  Reliance on Authority of Trustees. No persons or organizations employed by
the Trustees or retained by the Trustees as authorized under the foregoing provisions of this
Article, shall be required to oversee or supervise the activities of the Trustees or to inquire into
the Trustees’ powers, authority, or discretion. Each person or organization so employed or

131/030488-0001 12
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retained may rely implicitly upon the written instructions of the Trustees with respect to the
property and business of the Trust, including instructions of the Trustees to deal directly with
investment counsel employed by the Trustees. In no event shall any person or organization so
employed or retained be liable for any act or omission of any Trustee in which such person or

organization may also have participated.

ARTICLE 8
THE POWERS OF THE TRUSTEES

to their fiduciary duties with regard to the entire Trust estate is Trust, the Trustees shall
have all the powers described below, all powers granted bygfaw ‘@ieluding all the automatic
powers set forth in Probate Code Sections 16220 et seq.), g ¥esipasonably necessary to
carry out their duties as Trustees to administer, managé&p; it the Trust estate,

#hold, and retain€Trust property
received from City or any other person or entity unté$in the judgment of the Trustees,
dlsposmon of the property should be ni AL i i bate Code Sections 16048 and

8.2 able hmltatlons under law, and in accordance
with the adopted iny&iRe Ve lginyest trust property in any kind of property,
whether real, personal "GEgmi : i ‘E( property (including leaseholds; royalty
interests; interesgs, i % ASRE .-bellands, and other wasting assets); and (b)
intangible SR ' omon and preferred stock and all other kinds of
securitigg ent company shares, mutual funds, index funds, common
trust it vehicles; interests in general and limited partnerships
{(whetherégs pther) and limited liability companies; commodities and
entities wh N odities or futures; obligations of corporations or unincorporated
associations; Afigpatents, cof r1ghts, trademarks. The Trustees are authorized to establish and
maintain brokerd&ia for the purpose of purchasing, acquiring, possessing, pledging,

hypothecating, selh and¥otherwise disposing of, and generally dealing in and with any of the

8.3 Acquisition _and Disposition of Property. To buy, purchase, acquire, sell,
dispose of, exchange, or otherwise transfer any trust property, or any interest therein, for cash or
on credit, at public or private sale, and for such prices and upon such terms as the Trustees
determine. The Trustees may grant options and rights of first refusal to Trust property. The
Trustees may also grant easements or dedicate real property to the public use with or without
consideration.

131/030488-0001 13
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84  Management of Property. To manage, control, divide, develop, improve,
exchange, partition, change the character of, repair, or abandon Trust property or any interest
therein. The Trustees may also demolish or remove buildings or other improvements on Trust

property.

8.5  Leases. To enter into a lease for any purpose as lessor or lessee with or without
the option to purchase or renew.

8.6  Abandonment of Property. To abandon any real or pefsonal property which the
Trustees shall deem to be worthless or not of sufficient value to -__:F' t keédping or protectmg, to

consideration.

8.7  Reorganizations, Recapitalizations#ind Similar Transactions respect to
any investment held by the Trustees, to participate 9 dind congéat to any corporaté’or financial
reorganization, dissolution, liquidation, merger, conso! datio Psale or lease, o#”1n and to any
other change in 1ts ﬁnan01al structure and to becomi depositor with any protective,

S s,

and granting proxies, dls SHOE {i’ general or a erw1se

8.8  Liahilitg sEhnd Bonds qg pyrchase and pay the premiums on fidelity,
Sihrotecting the qui’ it from the effects of errors, omissions and

_________ i ﬁﬁiﬁ.ﬁ; Akl hty insurance policies, and policies to insure
the property /(@:"' R ‘é{ inst dam&g8ror loss and to insure the Trustees against liability
with resg :" to third PoRERS. “'"’1 istees shall not be liable for any omission to purchase any
W, of indtiigneé All such premiums shall be a proper expense to be

Sl
ﬂ.’w

‘n

part, any claim beld :"

8.10 Dealing’with the Governmental Agencies. To enter into any and all agreements
with the Internal Revenue Service or any other governmental body and to execute, from time to
time, any declarations of policy or disclaimers restricting the powers, authority and discretion

granted to the Trustees.

8.11 Payment of Trust Expenses. To pay taxes, assessments, reasonable
compensation of agents of this Trust, and other expenses incurred in the collection, care,
administration, and protection of this Trust.

131/030488-0001 14
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8.12 Hiring Persons. To hire persons or organizations, including accountants,
attorneys, auditors, investment advisors, or other agents, to advise or assist the Trustees in the
performance of their duties and obligations and to pay such persons reasonable compensation for
their services. The Trustees may not delegate either the administration of the Trust or acts which
are not delegable except as expressly provided under the provisions of this Trust Agreement. No
persons or organizations employed in any such capacity, however, shall be required to oversee or
supervise the activities of the Trustees or to inquire into the Trustees’ powers, authority, or
dlscretlon Each person or organlzatlon so employed may rely ImphClﬂy upon the wrltten

8 13 Maintaining Custodv To keep any __:_1 th Tlust pregerty at any place in

and other conveyances, rg
documents) which are fa' il

%tions 16010 and 16011, to prosecute or defend
he protection of the Trust estate and the Trustees in the

ARTICLE 9
GENERAL PROVISIONS

9.1 Gender and Number. Unless the context clearly requires a different
construction, the masculine, feminine, and neuter genders shali each include the others, and the
singular and plural numbers shall include the other.

131/030488-0001
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9.2 Titles and Headings. The table of contents, titles, and headings used in this Trust
Agreement are for convenience of reference only, and shall not be construed to have any legal

effect.

9.3  Statutory References. All statutory references in this Trust Agreement shall be
construed to refer to that statutory Section mentioned and any successor and corresponding
Sections of subsequent law, including all amendments to such sections.

94  Governing Law. The meaning and effect of the term this Trust Agreement,
and the administration of this Trust, shall be construed and governgdgin acCordance with the laws
of the state of California.

9.5  Determination of Principal and Incom s‘
otherwise herein, the Trustees shall be governed by the go"‘. 108

Uniform Principal and Income Act in determining whi$hi receipts shall be ,ﬁ,
principal and WhICh expenses shall be chargeable t-come orsprincipal, but if* \15;,_::__.__ it

) i d Ttles of good tfust accounting
practice. The Trustees may rely upon the statement of :" r as to the source or character of
dividends or other distributions or th VEL
foregoing, the Trustees shall charge all

insurance, and investment manager expens

+,'.9*l}l * _Authority. Except as specifically provided .

s

othefwise€gin this Trust A I powers, authority and discretion exercisable by the
Trustees vk ) aw sHall be binding and conclusive on all interested parties; shail
be exercisab %9 in their sole and absolute discretion; shall be construed in the
broadest p0551b & er; angiFshall be exercisable without prior or subsequent application to any
court under the jurt on 6T which this Trust may be administered.

ARTICLE 10
COUNTERPARTS AND CERTIFIED COPIES

This Trust Agreement may be executed in one or more counterparts. Upon execution by
Settlor and the initial Trustees, this Trust Agreement shall be effective. To the same effect as if it
were the original, anyone may rely upon a copy certified by a Trustee or an attorney to be a
counterpart of this Trust Agreement, or of any document required to be filed with, or to be kept
at, the office of the Trustees. Anyone may rely upon any statements of fact concerning this Trust

131/030488-0001 6
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certified by anyone who appears from an original document, or a certified copy, to be a Trustee
or successor Trustee under this Trust Agreement.

The undersigned declares that the foregoing Trust Agreement was executed by it as
Settlor of the TRUST FOR WHITTIER’S FUTURE on the date set forth below:

CITY OF WHITTIER

Dated:

a\l 0N
2514
131/030488-0001
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I hereby join in the foregoing Trust Agreement and agree to serve as a Trustee of the
Trust created thereunder.

,2013
Owen Newcomer
,2013
Bob Hegderson
,2013 : '
,2013
, 2013

6
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