LAS VIRGENES MUNICIPAL WATER DISTRICT
4232 Las Virgenes Road, Calabasas, CA 91302

AGENDA
REGULAR MEETING
April 7, 2020, 9:00 AM

Public Participation for Meetings of Las Virgenes Municipal Water District Board of Directors in
Response to COVID-19

On March 4, 2020, Governor Newsom proclaimed a State of Emergency in California as a result of
the threat of COVID-19. On March 17, 2020, Governor Newsom issued Executive Order N-29-20
(superseding the Brown Act-related provisions of Executive Order N-25-20 issued on March 12,
2020), which allows a local legislative body to hold public meetings via teleconferencing and to
make public meetings accessible telephonically or otherwise electronically to all members of the
public seeking to observe and to address the local legislative body. Pursuant to Executive Order N-
29-20, please be advised that members of the Las Virgenes Municipal Water District will participate
in meetings telephonically.

PUBLIC PARTICIPATION: Pursuant to Executive N-29-20 and given the current health concerns,
members of the public can access meetings live on-line, with audio and limited video, at

www.LV MWD.com/LiveStream. In addition, members of the public can submit comments
electronically for consideration by sending them to www.LVMWD.com/LiveStream. To ensure
distribution to the members of the Las Virgenes Municipal Water District Board of Directors prior
to consideration of the agenda, please submit comments 24 hours prior to the day of the meeting.
Those comments, as well as any comments received during the meeting, will be distributed to the
members of the Board of Directors and will be made part of the official public record of the
meeting. Contact Josie Guzman, Executive Assistant/Clerk of the Board, at (818) 251-2123 or
jguzman@Ilvmwd.com with any questions.

ACCESSIBILITY: If requested, the agenda and backup materials will be made available in
appropriate alternative formats to persons with a disability, as required by Section 202 of the
Americans with Disabilities Act of 1990 (42 U.S.C. Sec. 12132), and the federal rules and
regulations adopted in implementation thereof. Any person who requires a disability-related
modification or accommodation, in order to observe and/or offer public comment may request
such reasonable modification, accommodation, aid, or service by contacting the Executive
Assistant/Clerk of the Board by telephone at (818) 251-2123 or via email to jguzman@Ilvmwd.com
no later than 9:00 AM on the day before the scheduled meeting.
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Members of the public wishing to address the Board of Directors are advised
that a statement of Public Comment Protocols is available from the Clerk of
the Board. Prior to speaking, each speaker is asked to review these protocols,
complete a speakers' card, and hand it to the Clerk of the Board. Speakers will
be recognized in the order the cards are received. A live webcast of the
meeting will be available at LVMWD.com. Also, a web-based version of the
speaker card is available for those who would like to submit written comments
electronically or request to make public comment by telephone during the
meeting.

The Public Comments agenda item is presented to allow the public to address
the Board on matters not on the agenda. The public may also present
comments on matters on the agenda; speakers for agendized items will be
recognized at the time the item is called up for discussion.

Materials prepared by the District in connection with the subject matter on the
agenda are available for public inspection at 4232 Las Virgenes Road,
Calabasas, CA 91302. Materials prepared by the District and distributed to the
Board during this meeting are available for public inspection at the meeting or
as soon thereafter as possible. Materials presented to the Board by the public
will be maintained as part of the records of these proceedings and are
available upon request to the Clerk of the Board.

PLEDGE OF ALLEGIANCE

CALL TO ORDERAND ROLL CALL
APPROVAL OF AGENDA
PUBLIC COMMENTS

Members of the public may now address the Board of Directors ON MATTERS NOT
APPEARING ON THE AGENDA, but within the jurisdiction of the Board. No action
shall be taken on any matter not appearing on the agenda unless authorized by
Subdivision (b) of Government Code Section 54954 .2

CONSENT CALENDAR

Matters listed under the Consent Calendar are considered to be routine, non-
controversial and normally approved with one motion. If discussion is requested by a
member of the Board on any Consent Calendar item, or if a member of the public
wishes to comment on an item, that item will be removed from the Consent Calendar
for separate action.

A List of Demands: April 7, 2020 (Pg. 5)

Receive and File

B Minutes: Special Meeting of March 24, 2020 (Pg. 30)
Approve
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11

12

13

ILLUSTRATIVE AND/OR VERBAL PRESENTATION AGENDAITEMS

A Legislative and Regulatory Updates
B Water Supply Conditions Update (Pg. 39)

TREASURER

BOARD OF DIRECTORS

A Response to Coronavirus (COVID-19) Pandemic: Continuation of
Emergency (Pg. 41)

Approve the continuation of an emergency declaration for response to the
coronavirus (COVID-19) pandemic.

FINANCE AND ADMINISTRATION

A Debt Management Policy: Adoption (Pg. 43)
Adopt the proposed Debt Management Policy.

NON-ACTION ITEMS

A Organization Reports
B Director's Reports on Outside Meetings

C General Manager Reports

(1) General Business

(2) Follow-Up ltems

D Director's Comments

FUTURE AGENDAITEMS
PUBLIC COMMENTS

Members of the public may now address the Board of Directors ON MATTERS NOT
APPEARING ON THE AGENDA, but within the jurisdiction of the Board. No action

shall be taken on any matter not appearing on the agenda unless authorized by
Subdivision (b) of Government Code Section 54954 .2

CLOSED SESSION

A Conference with District Counsel — Existing Litigation (Government
Code Section 54956.9(a)):

George Kreider v. Las Virgenes Municipal Water District, et al.

OPEN SESSION AND ADJOURNMENT



Pursuant to Section 202 of the Americans with Disabilities Act of 1990 (42 U.S.C. Sec. 12132), and applicable federal
rules and regulations, requests for a disability-related modification or accommodation, including auxiliary aids or
services, in order to attend or participate in a meeting, should be made to the Executive Assistant/Clerk of the Board in
advance of the meeting to ensure availability of the requested service or accommodation. Notices, agendas, and public
documents related to the Board meetings can be made available in appropriate alternative format upon request.
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MWD

METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
700 North Alameda Street
Los Angeles, CA, 90012-2944

INVOICE
Billed To: I January 2020 I l Page MNo. 1 of 1
Las Virgenes Municipal Water District
| Mailed; 02/10/2020 | | Due Date: 03/30/2020
I Invgice Number: 9970 I | Revision: 0
MUNICIFAL
LR NOTICE
The MWD Administrative Code Section 4507 and 4508 require that
. paymant must be made in "Good Funds” by the due date or the
Service Address payment will be considered dslinguent and an additional charge shall
4232 Las Virgenes Road be assessed,
Calabasas, CA 91302
DELIVERIES Volume (AF)
Total Water Treated Delivered 1,229.8
Total Water Untreated Delivered
SALES Type Volume (AF} Rate ($ /AF) Total ($)
Full Service Tier t Supply Rate 1,229.8 $208.00 $255,798.40
System Access Rate 1,228.8 $346.00 $425,510,80
Water Stewardship Rate 1,229.8 $65.00 $79,8937.00
System Power Rata 1,229.8 $136,00 $167,252.80
Treatment Surcharge 1,229.8 $323.00 $397,225.40
SUBTOTAL $1,325724.40
OTHER CHARGES AND CREDITS Raie (3 /AF)
Capacity Charge{ Payment Schedule: M) $33,660.00
Readiness To Serve Charge( Payment Schedule: M) $117,338.06
SUBTOTAL $150,299.06
ADDITIONAL INFORMATION Volume (AF)  Tier1 % Peak Day Flow (CFS)
Capacity Charge B/9/2018 45.9
Purchase Order Firm Delivery To Date {Jan 2015 to Dec 2024) 97,836.5
Tier 1 Annual Limit (For Current Calendar Year) 24,359.0
Tier 1 YTD Deliveries (For Current Calendar Yeat) 1,229.8 5.0
Tier 1 Current Month Deliveries 1,229.8
Purchase Crder Commitment (Jan 2015 to Dec 2024) 162,390.0
Volume AF Amount Now Due
INVOICE TOTAL 1,229.8 $1,476,723.46
FIGis Sendasid L te 5 Mt ol "‘-‘951'*?%33@' ovedt for Payment:

Recomnorided for Payment:

inrs ol John Zhao
Approved for P ment:

e 2l
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ITEM 4B

LAS VIRGENES MUNICIPAL WATER DISTRICT
4232 Las Virgenes Road, Calabasas CA 91302

MINUTES
SPECIAL MEETING

9:00 AM March 24, 2020

PLEDGE OF ALLEGIANCE

The Pledge of Allegiance to the Flag was led by Glen Peterson.

1. CALL TO ORDER AND ROLL CALL

The meeting was called to order at 9:00 a.m. by Board President Lewitt via teleconference
in the Board Room at Las Virgenes Municipal Water District headquarters at 4232 Las
Virgenes Road, Calabasas, CA 91302. The meeting was conducted via teleconference
pursuant to the provisions of the Governor’'s Executive Order, N-29-20, which suspended
certain requirements of the Ralph M. Brown Act to support social distancing guidelines
associated with response to the coronavirus (COVID-19) outbreak. Josie Guzman, Clerk
of the Board, conducted the roll call.

Present: Directors Charles Caspary, Jay Lewitt, Lynda Lo-Hill, Len Polan, and
Lee Renger (all via teleconference)
Absent: None

Staff Present: David Pedersen, General Manager
Joe McDermott, Director of Engineering and External Affairs (via
teleconference)
Don Patterson, Director of Finance and Administration
John Zhao, Director of Facilities and Operations (via teleconference)
Josie Guzman, Clerk of the Board
Keith Lemieux, District Counsel (via teleconference)

2. APPROVAL OF AGENDA
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Director Renger moved to approve the agenda. Motion seconded by Director Caspary.
Motion carried unanimously by roll call vote.

PUBLIC COMMENTS

None.

CONSENT CALENDAR

Director Polan pulled Item 4F.

A List of Demands: March 17, 2020: Receive and file

B Minutes Special Meetings of March 3, 2020 and March 4, 2020: Approve

C Directors’ Per Diem — February 2020: Ratify

D Monthly Cash and Investment Report: February 2020

Receive and file the Monthly Cash and Investment Report for February 2020.

E ACC Business: Internet Service Contract Renewal

Authorize the General Manager to execute a three-year contract with ACC Business
for a monthly rate of $884 to provide external/public internet addresses and a 100
Mbps redundant internet connection and allocate $2,850 to pay the remaining

monthly fees until execution of a new contract for a total cost of $34,674.

G Temporary Protective Canopy at Westlake Filtration Plant: Purchase Order
Amendment

Authorize the General Manager to increase the purchase order to Rolls Scaffolding,
Inc., in the amount of $29,565, from $35,300.02 to $64,865.02, for a temporary
protective canopy at the Westlake Filtration Plant.

Director Lo-Hill moved to approve the Consent Calendar Iltems 4A, 4B, 4C, 4D, 4E, and
4G. Motion seconded by Director Renger. Motion carried unanimously by roll call vote.

CONSENT CALENDAR - Separate Action Iltem

F 2019 Bioassessment Monitoring Report: Approval of Purchase Order
Authorize the General Manager to approve a purchase order to Aquatic

Bioassay Consulting Laboratories, Inc., in the amount of $48,866, for the
2019 Bioassessment Monitoring Report.
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Director Polan noted that one of the potential reasons given for low scores in the
bioassessment report was the water quality in Malibu Creek, and that because of high
sulfate and phosphate concentrations in the water due to the influence of the Monterey
Formation, there was a detrimental effect on benthic macroinvertebrates.

Director Renger moved to approve Item 4F. Motion seconded by Director Caspary. Motion
carried unanimously by roll call vote.

ILLUSTRATIVE AND/OR VERBAL PRESENTATION AGENDA ITEMS

A MWD Representative Report

Glen Peterson, MWD Representative, noted that several MWD tours were canceled due
to the COVID-19 outbreak. He reported that the MWD Board approved the bond issuance,
approved the sale of surplus parcels at Diamond Valley Lake, approved a five-year
contract for auditing services, and met in closed session to discuss existing litigation with
the San Diego County Water Authority. He provided an update regarding the MWD
Board’s upcoming public hearing to discuss proposed water rates and charges for
calendar years 2021 and 2022. He also reported that MWD General Manager Jeffrey
Kightlinger had announced his retirement, effective at the end of the year.

B Legislative and Regulatory Updates

Joe McDermott, Director of Engineering and External Affairs, reported that the California
Legislature approved up to $1 billion in spending to combat the COVID-19 outbreak. He
noted that the Legislature suspended work through April 13th. He also noted that the
Legislature approved $500 million for Governor Newsom to spend for any purpose related
to the COVID-19 outbreak. He also reported that Governor Newsom issued a Stay at
Home Order for all California residents. He reported that the federal government was
working on passing a stimulus bill in excess of $1 trillion as a result of the COVID-19
outbreak. He noted that H.R. 6201, the Families First Coronavirus Response Act, was
passed, which would require public and private companies to provide up to 80 hours of
paid sick leave for those affected by COVID-19. He noted that only private companies
were currently eligible for a payroll tax credit to offset the cost of the sick leave, and the
District signed onto a letter to leaders of the Senate and House of Representatives
requesting that a provision be added to the proposed Coronavirus Aid, Relief, and
Economic Security Act to allow similar payroll tax credits for public agencies.

C Water Supply Conditions Update

Joe McDermott, Director of Engineering and External Affairs, presented the report.

Brett Dingman, Water Reclamation Manager, responded to a question regarding whether
flushable wipes were being seen in the sewer system by stating that there had not yet

been an increase in the amount seen at the Tapia Water Reclamation Facility.

A discussion ensued regarding issuing a press release and posting on social media to
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inform customers not to flush wipes into the sewer system.

TREASURER

Director Lo-Hill stated that the Treasurer’s report was in order.

GENERAL MANAGER

A Declaration of a State of Emergency Due to Coronavirus (COVID-19)

Pass, approve, and adopt proposed Resolution No. 2572, declaring a state of
emergency due to the spread of the novel coronavirus (COVIC-19) pandemic.

RESOLUTION NO. 2572

A RESOLUTION OF THE BOARD OF DIRECTORS OF LAS VIRGENES MUNICIPAL
WATER DISTRICT DECLARING A STATE OF EMERGENCY DUE TO THE NOVEL
CORONAVIRUS (COVID-19) PANDEMIC AND AUTHORIZING ACTIONS TO
SUPPORT THE RESPONSE AND RECOVERY EFFORT

(Reference is hereby made to Resolution No. 2572 on file in the District’s
Resolution Book and by this reference the same is incorporated herein.)

General Manager David Pedersen presented the report and provided an overview of the
COVID-19 outbreak. He noted that a Pandemic Action Plan was added to the District’s
Emergency Response Plan, and a virtual Emergency Operations Center (EOC) was
activated on March 16th with John Zhao, Director of Facilities and Operations, serving as
the Incident Commander. He also noted that five Branch Chiefs were identified; the
District’s buildings were closed to the public effective March 17th; water shutoffs were
suspended; door tags and late fee assessments were suspended; and late charges would
be waived for late bill payments. He urged customers to continue to pay their bills in order
to keep the District in operation. He provided an overview of alternative work schedules
and a new Telecommuting Policy implemented for staff. He also provided an overview of
the Districts’ response to the Safer-at-Home Order issued by the County of Los Angeles
and Governor, and efforts to continue essential District functions. He stated that an update
regarding the emergency would be provided on future agendas, including a report on
customers’ comments and feedback. Don Patterson, Director of Finance and
Administration, added that staff would provide the status of payments received by
customers, including the number of late payments, missed payments and potential
financial impacts.

Director Polan moved to approve ltem 7A. Motion seconded by Director Renger.

General Manager David Pedersen responded to questions regarding utilizing Zoom
meeting and other tools to allow staff to be more connected when working from home,
monitoring infection rates, planning for disruption of mail service, and adapting to electronic
document handling.
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Motion carried unanimously by roll call vote.

FINANCE AND ADMINISTRATION

A Multi-Site Security Assessment: Contract Award

Authorize the General Manager to execute a professional services agreement with
Triad Consulting & System Design Group, LLC, in an amount not to exceed
$143,968, for the Multi-Site Security Assessment Project, and appropriate funds in
the same amount.

General Manager David Pedersen presented the report.

Director Polan moved to approve Item 8A. Motion seconded by Director Lo-Hill. Motion
carried unanimously by roll call vote.

B Headquarters Boardroom Improvement Project: Award

Authorize the General Manager to execute a contract with AMT Systems, Inc., in an
amount not to exceed $164,764, to replace and upgrade the audio-visual equipment;
and a contract with Picasso Custom Cabinets, in an amount not to exceed $38,737,
for remodeling and replacement of the dais as part of the Headquarters Boardroom
Improvement Project.

Don Patterson, Director of Finance and Administration, presented the report.

Director Renger moved to approve Iltem 8B. Motion seconded by Director Lo-Hill.

Director Caspary expressed concern with expending revenue for this project at this time
and suggested tabling this item indefinitely.

Director Renger withdrew his motion.

Director Caspary moved to table this item.

A discussion ensued regarding utilizing Zoom Meeting, having staff present options to
reduce costs, and taking advantage of upgrading the Boardroom while it is not in use.

Director Caspary moved to amend his motion to table this item for 90 days. Motion
seconded by Director Renger.

A discussion ensued regarding the plan to utilize the Boardroom to serve as the starting
point for visitors touring the Pure Water Demonstration Project; seeking options to improve
the current audio-visual system; purchasing additional laptops and a larger monitor for the
Boardroom if needed; allowing the public to participate in Board meetings via Zoom; and
looking at options on an interim basis to improve participation in Board meetings.
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Board President Lewitt requested that the motion be amended to table this item until the
next Board meeting. Director Caspary did not accept the amended motion.

Roll call on motion to table this item for 90 days:

AYES: Caspary, Renger
NOES: Lewitt, Lo-Hill, Polan
ABSTAIN: None

ABSENT: None

Motion failed.
Board President Lewitt moved to have staff bring back cost effective options to improve

the quality of the audio-visual equipment in the Boardroom at the next Board meeting.
Motion seconded by Director Polan.

General Manager David Pedersen stated that staff would return with a scaled-back version
of the project, seek cost-savings measures, and propose only those essential elements
that would need to be done at this time. He asked that the Board consider having staff
bring back these options at the April 21st Board meeting.

A discussion ensued regarding the use of an electronic agenda packet as opposed to a
paper copy and consideration of providing the Boardmembers with a dedicated iPad for
the agenda packet.

Board President Lewitt amended his motion to bring back this item at the April 21, 2020
Board meeting. Motion seconded by Director Polan.

Motion carried unanimously by roll call vote.

C Automatic Meter Reading/Advanced Metering Infrastructure Project
Financing: Request for Proposals

Pass, approve, and adopt proposed Resolution No. 2571, approving and
authorizing the release of a Request for Proposals for the financing of the
Automatic Meter Reading/Advanced Metering Infrastructure Project.

RESOLUTION NO. 2571

A RESOLUTION OF THE BOARD OF DIRECTORS OF LAS VIRGENES MUNICIPAL
WATER DISTIRCT APPROVING A REQUEST FOR PROPOSALS IN CONNECTION
WITH THE FINANCING OF THE ACQUISITION AND INSTALLATION OF AUTOMATIC
METER READING/ADVANCED METERING INFRASTRUCTURE AND OTHER
WATER SYSTEM IMPROVEMENTS AND CERTAIN OTHER MATTERS

(Reference is hereby made to Resolution No. 2571 on file in the District’s
Resolution Book and by this reference the same is incorporated herein.)
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General Manager David Pedersen provided introductory remarks.

Joe McDermoitt, Director of Engineering and External Affairs, provided an overview of the
status of the Automatic Meter Reading/Advanced Metering Infrastructure (AMR/AMI)
Project. He noted that a recommendation would be provided to the Board on a future
agenda to award a contract to Ferguson Enterprises for the procurement and installation
of the AMR/AMI system.

Don Patterson, Director of Finance and Administration, provided an overview of the project
financing. He recommended that the Board authorize the Request for Proposals, while
allowing the District’s financial advisor to monitor the market for the best time to release
the solicitation.

Director Renger moved to approve Item 8C. Motion seconded by Director Lo-Hill.

A discussion ensued regarding working with the District’s bond counsel and the financial
advisor to structure debt that would be the most beneficial to the ratepayers, and asking
Ferguson Enterprises whether they might provide financing for their meters.

Director Caspary suggested that staff verify the estimated cost for the AMR/AMI per
customer.

Motion carried unanimously by roll call vote.

INFORMATION ITEMS

A Claim by Ryan Steers

B Special District Leadership Foundation: District Transparency Certificate of
Excellence

10. NON-ACTION ITEMS

A Organization Reports

Director Caspary reported that he attended the Association of California Water Agencies
(ACWA) State Legislative Committee Meeting on March 13th, where they discussed
proposed amendments to SB 1099 (Dodd), Emergency Backup Generators Critical
Facilities Exemption, to include suppliers of agricultural and raw water. He provided an
update regarding the State Water Resources Control Board's negotiations for an
exemption from state law requiring that they provide an assessment of the economic
feasibility of new regulations.

B Director’s Reports on Outside Meetings

Director Caspary reported that he attended the Santa Monica Bay Restoration
Commission Watershed Advisory Committee Meeting on March 5th.
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11.

12.

13.

14.

Director Lo-Hill reported that she attended the Water Education Foundation’s Lower
Colorado River Tour on March 11th through 13th.

C General Manager Reports

(1) General Business

General Manager David Pedersen acknowledged District staff for their support of each
other and the customers, and thanked the Board for their support. He noted that District
staff conducted an assessment of the number of N-95 masks that the District had in stock,
and he proposed donating the surplus to the Los Angeles County Fire Department or a
public hospital. Director Caspary suggested that staff investigate recommendation from
the Centers for Disease Control and Prevention (CDC) and mask manufacturers’ for
potential disinfection and reuse of N-95 masks.

(2) Follow-Up Items
D Directors’ Comments
Director Caspary acknowledged District staff for their efforts.

Board President Lewitt acknowledged John Zhao for taking the lead as Incident
Commander.

Director Polan noted that his local neighborhood app was suggesting that bottled water
was better than tap water and that he responded by explaining the amount of plastic found
in a plastic bottle of water. He noted that the District’s water was disinfected and treated,
and it costs less than bottled water.

FUTURE AGENDA ITEMS

None.

PUBLIC COMMENTS

None.

CLOSED SESSION

None.

OPEN SESSION AND ADJOURNMENT

Seeing no further business to come before the Board, the meeting was duly adjourned at
11:03 a.m.
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ATTEST:

Charles Caspary, Secretary
Board of Directors

Las Virgenes Municipal Water District

(SEAL)

LVMWD Special Meeting
March 24, 2020

Jay Lewitt, President
Board of Directors
Las Virgenes Municipal Water District
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ITEM7A

April 7, 2020 LVMWD Regular Board Meeting
TO:  Board of Directors
FROM: General Manager

Subject: Response to Coronavirus (COVID-19) Pandemic: Continuation of
Emergency

SUMMARY:

In December 2019, an outbreak of respiratory iliness due to a novel coronavirus (COVID-19)
was first identified in Wuhan City, Hubei Province, China, and has spread outside of China,
impacting many countries, including the United States. As of April 1, 2020, there were

over 8,131 confirmed cases of COVID-19 in California with 150 deaths. Given the rapid
spread of COVID-19, the General Manager called for a local emergency within the District's
service area on March 16, 2020, and activated an incident command protocol. The District
has established two primary objectives for its response to the emergency: (1) to protect the
health and safety of its employees and customers; and (2) to ensure the continuity of business
operations for the District.

On March 24, 2020, the Board adopted Resolution No. 2572, declaring a state of emergency
for the District's service area due to the coronavirus (COVID-19) pandemic and authorizing
actions to support the response and recovery effort. Section 2-6.402 of the Las Virgenes
Municipal Water District Code requires that once the Board has declared an emergency, it
must determine by a 4/5's vote at each subsequent regular Board meeting whether to continue

or terminate the authorization for emergency. Staff recommends that the emergency
declaration be continued.

RECOMMENDATION(S):

Approve the continuation of an emergency declaration for response to the coronavirus
(COVID-19) pandemic.

FISCAL IMPACT:
No

ITEM BUDGETED:
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No
DISCUSSION:

Resolution No. 2572 authorized and directed the General Manager to temporarily grant relief
to District customers, as follows:

¢ Avoid shutting off water service for non-payment;
¢ Discontinue the issuance of door tags and associated fees for non-payment; and
e Waive late charges for past due water and wastewater bills.

At the Board meeting, staff will provide a comprehensive update on the District's response to
the coronavirus (COVID-19) pandemic, including the following items:

Response actions taken to-date;
Effectiveness of the above-described actions;
Feedback received from customers; and
Billing and financial metrics.

GOALS:

Provide Safe and Quality Water with Reliable Services

Prepared by: David W. Pedersen, General Manager

42



ITEMB8A

April 7, 2020 LVMWD Regular Board Meeting
TO: Board of Directors
FROM: Finance & Administration

Subject: Debt Management Policy: Adoption

SUMMARY:

The District has a long-standing preference for pay-as-you-go funding of capital
improvement projects. The approach is exemplified by the fact that the District currently has
no outstanding debt for its capital facilities. Pay-as-you-go financing typically reduces overall
project costs, provides greater budget flexibility and improves the ability to manage rates.
However, it is sometimes necessary to debt finance large capital improvement projects that
have an extended useful life to ensure that adequate revenues are maintained for operations,
maintenance and emergencies. Adoption of a debt management policy is a standard best
practice for governmental organizations considering debt financing options. Staff
recommends that the Board adopt the attached proposed Debt Management Policy

that outlines when debt financing would be considered, the types of debt to be evaluated and
related debt management responsibilities.

RECOMMENDATION(S):

Adopt the proposed Debt Management Policy.
FISCAL IMPACT:

No

ITEM BUDGETED:

No

FINANCIAL IMPACT:

There is no direct financial impact associated with adoption of the Debt Management Policy
because it does not authorize the issuance of debt.
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DISCUSSION:

In 2015, the California State Treasurer’s Office’s Task Force on Bond Accountability
published its final report that included a key recommendation that local agencies adopt debt
management policies. Additionally, the Government Finance Officers Association
recommends the adoption of debt management policies as an industry best practice.
Adoption of a debt management policy does not imply or otherwise obligate an agency to
issue debt financing. Instead, it provides a framework for the agency to evaluate the
appropriateness of debt financing for certain prescribed circumstances, consider debt
financing instruments and properly manage any outstanding debt obligations.

The District's adopted Financial Policies include Financial Policy 4, Financing Alternatives, that
specifies a long-term preference for pay-as-you-go funding for capital improvement projects
and establishes that debt shall not exceed 15% of reliable revenue sources. Since the District
currently has no outstanding debt, the Board has not adopted a debt management policy that
contains the recommended provisions of the State Treasurers’ Office and/or Government
Finance Officers Association.

As the District moves forward to consider potential debt financing of the Automatic Meter
Reading/Advanced Metering Infrastructure (AMR/AMI) Project and Pure Water Project Las
Virgenes-Triunfo, staff recommends that the Board adopt a debt management policy that
specifies the various industry best practices, including considerations for when debt would be
issued, the types of debt instruments that would be considered and debt management
responsibilities.

Following are the key components of the proposed Debt Management Policy:

¢ Confirmation of the District's preference for pay-as-you-go funding.
¢ Specific factors in considering debt, such as:
o Project’s useful life
o |Impact of debt on budget and rates
o Type of project
o Cost and market conditions
Types of debt the District would consider
Structure of debt
Roles and responsibilities of the debt management team

The adoption of the proposed Debt Management Policy would clearly articulate the conditions
under which the Board would consider the issuance of debt. The adoption of the policy would
implement industry best practices and serve as a key element towards accomplishing
Strategic Objective No. 5, Achieving a High Credit Rating for LVMWD’s Three Enterprises,
together with supporting the business value of sound financial management.

GOALS:
Ensure Effective Utilization of the Public's Assets and Money

Prepared by: Donald Patterson, Director of Finance and Administration

ATTACHMENTS:
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Proposed Debt Management Policy
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Debt Management Policy

Proposed __ April 7, 2020
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Las Virgenes Municipal Water District
Debt Management Policy

1.0 AUTHORITY

This Debt Policy was adopted by the Board of Directors of the Las Virgenes Municipal Water
District at its regular meeting on . Any modifications to this policy must be
approved by the Board of Directors at a duly noticed public meeting.

2.0 SCOPE

This debt policy sets forth debt management objectives for the District and establishes general
parameters for issuing and administrating the District’s debt. This policy applies to all debt
issued or incurred by the District, including, but not limited to, loans, private placements,
municipal bonds, and credit lines. This policy does not cover credit or purchasing card debt or
pension and Other Post-Employment Benefits (OPEB).

3.0 POLICY STATEMENT

Las Virgenes Municipal Water District favors a pay-as-you-go program for capital projects.
However, the District will consider debt financing under the following conditions:
1) When the project’s expected useful life will exceed the term of the financing.
2) When the project revenues or specific resources will be sufficient to service the long-
term debt.

The District shall consider the following factors prior to issuing debt:
1) Revenues have been identified to service the long-term debt.
2) Impact on District reserves and operating budget.
3) The impact on customer rates.
4) The project securing the debt is of the type that will support a good credit rating.
5) Market conditions present favorable financing terms.
6) The project is mandated to meet State or Federal standards.
7) The project is required to meet current or projected capacity requirements.
8) The project’s useful life.
9) The project’s cost.

The District shall not utilize debt for operations or maintenance activities.

4.0 METHODS OF FINANCING

The Director of Finance and Administration will investigate all possible financing alternatives
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including, but not limited to, grants, loans, and bonds.

4.1

4.2

4.3

4.4

4.5

4.6

4.7

Cash
The District favors pay-as-you-go and funds a significant portion of its capital projects
through this strategy that utilizes current cash on hand.

Grants
The District will first look to grants to supplement capital project financing.

Interfund Borrowing
The District may borrow funds from an enterprise that has sufficient cash in excess of
the District’s reserve policy for the following purposes:
1) For short-term borrowing due to imbalances caused by timing of grants or
other borrowing methods.
2) For projects under $10 million.
3) For repayment terms of five years or less.

For interfund borrowing, the Director of Finance shall determine that the loan will not
negatively impact the enterprise that is loaning the funds and that the loan will not
cause reserve levels to be below policy limits. Interfund loans will have a floating
interest rate based on the “Total Portfolio Yield” as reported on each month’s Monthly
Cash & Investment Report, a loan agreement, and a repayment schedule approved by
the Board of Directors.

Bank Loans/Lines of Credit
The District may seek out bank loans or lines of credit when such terms are beneficial to
the District over other financing methods.

Other Loans

The District will evaluate other loan programs, including but not limited to, State
Revolving Fund (SRF) programs, Water Infrastructure Finance and Innovation Act
(WIFIA), California Special Districts Association (CSDA), and other specialized loan
programs.

Lease — Purchase Agreements
The District will evaluate lease-purchase agreements as a means to finance capital
projects.

Debt Financing
The District may issue debt as allowed under federal and state law either. Debt financing
through a Public Finance Authority (PFA) or through a Joint Powers Authority (JPA) shall

also be evaluated.

(a) Bond Anticipation Notes and Refunding Agreements
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5.0

Bond Anticipation notes and other interim financing methods may be utilize to cover
short-term financing needs in anticipation of long-term future debt issuance.

PROHIBITED DEBT

The District shall not issue debt for purposes not expressly allowable under this policy. The
District shall not issue utilize financing methods not expressly allowed under this policy.

6.0

FINANCING TEAM

The Financing Team is the working group of staff and consultants necessary to complete a debt
issuance. The team includes bond counsel, disclosure counsel, underwriter, and financial
advisor, and may include trustee, pricing consultants, and/or arbitrage analyst. The team also
typically includes the General Manager, Director of Finance and Administration, and the Finance
Manager.

6.1

7.0

7.1

7.2

7.3

7.4

Consultant Selection

The District will consider the professional qualifications and experience of consultants as
it relates to the specific debt issuance. The District recognizes the benefits of long-term
relationships with the financial advisor and bond counsel and will seek proposals for these
services at least once every ten years. All other consultants will be reviewed with each
debt issuance to insure that the expertise for the particular debt instrument is available.

STRUCTURE AND TERM OF DEBT

Term of Debt
The District will structure debt for the shortest possible period. In no case will debt
exceed 30 years. Considerations for the term of the debt shall be:

1) Anticipated useful life of the project.

2) Ability to fund with pay-as-you-go funds.

3) Current and future revenue available to make debt payments.

Debt Repayment Structure
The District will seek to structure the debt with a level repayment schedule to ensure

budget certainty.

Debt Maturity Options
For each issuance, the District will select either serial, term bonds, or both.

Interest Rate Structure
The District will issue long-term debt and enter into other forms of debt arrangements
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7.5

7.5

7.6

7.7

7.8

8.0

with a preference for fixed interest rate to ensure budget certainty.

Call/Put Options
A call option is utilized to allow the District to retire debt earlier than its stated maturity.
For new debt, the District will consider the cost and benefits of providing a call option.

A put option provides the holder of the debt the option to require the District to pay
back the principal of a debt prior to its stated maturity date. The District will not utilize
put options.

Credit Enhancements
Credit enhancements such as bond insurance, letters of credit, and surety policies may
be utilized to improve credit ratings when total cost savings can be achieved.

Reserve Fund

Debt service reserve funds are held by a trustee or the District and are utilized to make
debt service payments should the District fail to general sufficient annual revenues or
fail to fund the Rate Stabilization Fund. The District will seek to minimize the use of
reserve funds and may consider substituting letters of credit, bond insurance, or surety
policies.

Debt Limits

The District will not issue debt in excess of that provided for by State or Federal limits.
Debt obligation shall not exceed 15% of each enterprises operating revenue.

Use of Derivatives

The District shall not utilize derivatives.

REFUNDINGS

The District will refinance debt to achieve cost savings or to modify debt covenants. When
refinancing for cost savings, the District will target a 5% reduction in net present value.
Refunding to lengthen the term of the debt will only be permissible if the new term does not
exceed the expected useful life of the project the debt was issued for.

9.0

9.1

DEBT MANAGEMENT

Method of Sale

The District, with its financial advisor, will evaluate the most cost efficent method of
issuing debt. Debt may be issued through a competitive sale, a negotiated sale, or other
placement, including placements with local, state, or federal agencies.
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9.2

9.3

9.4

9.5

9.6

Initial Disclosure Requirement
The District recognizes its disclosure responsibilities and will hire disclosure counsel for
debt sales. The District will comply with Securities and Exchange Commission Rule 10b-
5 and all other applicable rules.

Ratings

The District will seek to manage its finances in a manner that results in high bond ratings
to reflect high credit worthiness of the District. The District recognizes that the District’s
fiscal status, reserve levels, rate schedule, credit history, and management capabilities
are reflected in bond ratings and evaluations of credit worthiness. The financing team
will evaluate whether and when one or more ratings will be sought. The Director of
Finance and Administration will be the primary point of contact to ratings agencies.

Investment of Proceeds

The Director of Finance and Administration shall invest proceeds and reserve funds in
accordance with the indenture and in compliance with the District’s Investment Policy.
The Director of Finance and Administration shall also ensure compliance with arbitrage
requirements.

Use of Proceeds
The Director of Finance and Administration shall ensure that debt proceeds are utilized
for the intended purpose.

Ongoing Disclosure

The Director of Finance and Administration shall ensure compliance with all continuing
disclosures requirements, including but not limited to SB 1029, Securities and Exchange
Commission Rule 15c2-12, and required disclosure to the Municipal Securities
Rulemaking Board’s Electronic Municipal Market Access (EMMA) system.
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