


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

AGENDA
SPECIAL MEETING
April 27, 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.LVMWD.com/LiveStream. In
addition, members of the public can submit comments electronically for consideration by sending them to
www.LV MWD.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

1 CALL TO ORDERAND ROLL CALL
2 APPROVAL OF AGENDA
3 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

4 FINANCE AND ADMINISTRATION

A Cash and Investment Report for March 2020 (Pg. 5)
Receive and file the Cash and Investment Report for March 2020.

B Fiscal Years 2020-22 Two-Year Draft Budget (Pg. 23)
Review and provide feedback on the Fiscal Years 2020-22 Two-Year Draft
Budget.

5 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
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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.



ITEM4A

April 27, 2020 LVMWD Regular Board Meeting
TO: Board of Directors
FROM: Finance & Administration

Subject: Cash and Investment Report for March 2020

SUMMARY:

During the month of March, the value of the District’s investment portfolio increased from
$90,865,377, held on February 29, 2020, to $92,232,948. There were five investments that
matured or were called in March; five investments were purchased, decreasing the book value
to $51,811,134. The value of the District's Local Agency Investment Fund (LAIF) account
increased to $39,382,173. During the third quarter of calendar year 2020, the District’s
investment portfolio earned $486,044.69 in interest.

RECOMMENDATION(S):

Receive and file the Cash and Investment Report for March 2020.
FISCAL IMPACT:

No

ITEM BUDGETED:

No
DISCUSSION:

As of March 31, 2020, the District held $92,232,948, up 6.02% year-over-year. The portfolio
was up 1.51% from the previous month’s total of $90,865,377. The majority of the funds were
held in the District's investment account, which had a March 31st book value of $51,811,134.
LAIF held the majority of the remaining funds, in the amount of $39,382,173. A significant
portion of the balance, $1,029,403, was held in the District's money market account. The
annualized yield for the District’s investment portfolio was 2.01% in March 2020, down two
basis points from February. The annualized yield on the District's LAIF funds was 1.78% in
March, down as compared to February’s 1.91%. The total yield on the District’s accounts was
1.91%, down from 2.24% year-over-year.



Four investments were called during March 2020:

FNMA callable agency, in the amount of $1,000,000, with an original maturity of 60/15/20
was called on 03/15/20; YTM 1.58%.
FFCB callable agency, in the amount of $1,000,000, with an original maturity of 12/02/21
was called on 03/16/20; YTM 1.70%.
FFCB callable agency, in the amount of $1,000,000, with an original maturity of 04/13/20
was called on 03/16/20; YTM 1.40%.
FNMA callable agency, in the amount of $1,000,000, with an original maturity of 12/29/20
was called on 03/29/20; YTM 1.48%

One investment matured during March 2020:

State of Maryland General Obligation Bond, in the amount of $1,000,000, matured on
03/15/20; YTM 1.80%

Five investments were purchased during March 2020:

FFCB callable agency, in the amount of $1,000,000, maturing on 03/17/25; YTM
1.125%

Summerset Trust Credit Union insured CD, in the amount of $245,000, maturing on
03/19/25; YTM 1.00%.

¢ |beria Bank insured CD, in the amount of $245,000, maturing on 03/20/25; YTM 1.00%.
e Center State Bank insured CD, in the amount of $245,000, maturing on 09/20/21; YTM

1.00%.
Lakeland Bank insured CD, in the amount of $245,000, maturing on 09/27/21; YTM
1.00%.

The following transactions occurred in the District's LAIF account:

03/02/2020 — Deposit in the amount of $1,000,000.
03/03/2020 — Deposit in the amount of $1,000,000.
03/13/2020 — Deposit in the amount of $1,000,000.
03/16/2020 — Deposit in the amount of $2,500,000.
03/25/2020 — Withdraw in the amount of $400,000.
03/27/2020 — Withdraw in the amount of 700,000.

The District’s investments are in compliance with the adopted Investment Policy, and the
District has sufficient funds to meet expenditures during the next six months from funds held in
LAIF.

Quarterly Investment Report:

During the first quarter of calendar year 2020, the District’s portfolio earned $230,267.95 in
interest and accrued an additional $255,776.74 in interest for a total amount of $486,044.69.
Attached is a detailed report of quarterly interest by investment.

Cash Analysis:

Another important aspect of the Monthly Cash and Investment Report is to monitor the



District’'s performance as compared to its adopted Financial Policies. Attachment B shows
the District’s total cash and investments as of March 31, 2020 and compares the balances to
the adopted Financial Policies. As shown for March, the Potable Water Enterprise was
$489,369 below the levels set forth in the District’s Financial Policies. The Sanitation
Enterprise had cash and investments available for capital projects, in the amount of $6.7
million, and the Recycled Water Enterprise had cash and investments available for capital
projects in the amount of $13.9 million. The Board has assigned $5 million in funds from the
Recycled Water Enterprise and $10 million in funds from the Sanitation Enterprise for use on
the Pure Water Project Las Virgenes-Triunfo. Cash in excess of required reserves and
assignments is available for capital projects.

Sensitivity of Cash Reserves to Fluctuations in Revenue:

On April 7th, Director Lynda Lo-Hill asked about the sensitivity of cash reserves to fluctuations
in revenue that may occur due to the COVID-19 emergency. With expenditures held constant,
fluctuations in revenue have a direct, one-to-one relationship to fluctuations in cash reserves.
However, the District maintains sufficient cash reserves pursuant to the Board-adopted
Financial Policies to ensure that any such fluctuations do not have a material impact on the
District's liquidity.

For each month that revenues collected exceed expenditures, the cash position of the District
for the enterprise would increase by the corresponding difference. Conversely, for each
month that expenditures exceed revenues, the cash balance for the enterprise would decrease
in a similar fashion. As an example, if revenues collected from customer billings decreased
significantly due to defaults and/or late payments to the extent that expenditures exceeded
revenues for the month, the District's cash balance would be temporarily decreased by a
corresponding amount.

GOALS:

Ensure Effective Utilization of the Public's Assets and Money

Prepared by: Donald Patterson, Director of Finance and Administration

ATTACHMENTS:

Charts

Monthly Investment Report - March 2020
Definitions

Quarterly Investment Report

March Cash Report



As of March 31, 2020, at Book Value, LAIF held 42.70% of the District’s portfolio, the investment
portfolio held 56.17%, with the majority of the remaining funds held in a money market
account. As can be seen in the chart below, the total yield in March 2020 was 1.91%, down
seven basis point from February and down from 2.24% one year ago.
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In March, the annualized yield for the District’s Investment Portfolio was down two basis points
from February at 2.01% and down from 2.14% a year ago. The chart below shows annualized
monthly yield of the current fiscal year compared with the same monthly yield over the

previous year.
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The following chart shows the average annualized LAIF yields over the past twelve months. In
March, the LAIF yield was 1.78%, down from February’s 1.91% and down from 2.44% a year
ago.

LAIF Yield
(Last 12 Months)
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In order to benchmark how the District’s portfolio is performing, it is useful to compare its
investment portfolio with a comparable index. The District has historically compared its
investment portfolio returns to the 2-Year and 3-Year Treasury notes. Because the District buys
and holds its investments, the average portfolio yield should generally be flatter and trail the 2
and 3-year Treasuries.

District's Investments Compared to Benchmarks
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The charts above show the decline in the District’s portfolio yields over the previous twelve-
month period. The chart below shows the longer-term perspective of Treasury yields that
traded in a narrow range for each issuance duration through 2016, and then increased
substantially through late 2018, when the current decline in yields began. The effects of the
market uncertainty caused by COVID-19 is reflected in the quick, drastic drop in yields in March
2020.
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Equally important to monitoring performance is to monitor total portfolio value that includes
the District’s Investment Portfolio and LAIF accounts. The chart below shows the total portfolio
value between 2009 and 2019. In March 2020, the District’s portfolio increased 1.51% from
February to $92,232,948.

Total Investment Portfolio (2009 - 2020)

$120,000,000
$100,000,000
$80,000,000
$60,000,000
$40,000,000
$20,000,000

S0
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Constant Dollar Mar 2020 = 100

=== Total Portfolio Size

10



The chart below compares total portfolio value in the current Fiscal Year, compared to the
same period in the previous fiscal year.

Total Portfolio Value
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The chart below shows the value of the District’s Investment and LAIF portfolios over the past
twelve-month period. The District’s Investment Policy requires an amount equal to 6 months of
operating budget to be kept in LAIF, which is $28.8 million.
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Diversification
It is important to monitor the composition of the portfolio to ensure proper diversification of

the District’s investments. The District seeks to diversify based on type of investment and time
to maturity. The charts below shows the diversification of the District’s portfolio at par value.

Portfolio Composition
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Another important factor to diversification is time to maturity. The District varies the time to
maturity based on several factors including maintaining sufficient liquidity for anticipated
capital expenditures, anticipated direction of future interest rates, and the quality of
investments offered for a given maturity. In March, the average time to maturity was 3.00
years, slightly higher than December’s 2.70 years. The District targets a 3-year average maturity
in the investment portfolio.

Time to Maturity
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Quarterly Cash Analysis
The District’s Financial Policies set forth the amount of cash that the District maintain for
various reserves including those for operating, capital, insurance, and other liabilities.

The following chart shows cash balances by enterprise over the past two Fiscal Years. Over the
first three quarters of FY 2019-20, the cash balance in potable water increased by 39.66% to
$28,665,652; the cash balance in recycled water increased by 13.50% to $17,470,535; and the
cash balance in sanitation decreased by 33.71% to $20,270,215 following calling the 2009
Sanitation Bonds.
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Cash by Enterprise
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The following chart shows how the cash balances compare to the District’s Financial Policies.
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Monthly Investment Report Definitions

Definitions

Disc./Cpn Rate — The yield paid by a fixed income security.

Yield to Call (YTC) — The rate of return of a security held to call when interest payments,

market value and par value are considered.

Yield to Maturity (YTM) — The rate of return of a security held to maturity when interest
payments, market value and par value are considered.

Bullet — A fixed income security that cannot be redeemed by the issuer until the maturity date.
Callable — A fixed income security that can be redeemed by the issuer before the maturity date.
Book Value — The price paid for the security.

Par Value — The face value of a security.

Market Value — The current price of a security.

Sinking Bond — In the case of the CASPWR Bond held by the District, a sinking bond pays a portion
of principal on a defined schedule throughout the life of the bond.

Custodian — The financial institution that holds securities for an investor.

Investment Abbreviations

FHLB — Federal Home Loan Bank

FHLMC — Federal Home Loan Mortgage Corporation (Freddie Mac)
FNMA — Federal National Mortgage Association (Fannie Mae)

FFCB — Federal Farm Credit Bank

FAMCA — Federal Agricultural Mortgage Corporation (Farmer Mac)

Bonds
0 CAS - State of California
0 CASHGR — California State University
0 CASPWR — State of California Department of Water Resources
0 CTS - State of Connecticut
O HESDEV — Successor Agency to the Hesperia Redevelopment Agency
0 MDS - State of Maryland
0 MOUSCD — Mountain View Unified School District
0 NEWSCD — Newark, CA Unified School District
O NYSDEV — New York State Urban Development Revenue Bond
0 SCVWTR - Santa Clara Valley Water District
0 SFOFAC — City and County of San Francisco Community Facilities District
0 SGTUTL — South Gate Utility District
O SRVSCD - San Ramon, CA Unified School District
0 UNVHGR — University of California
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ITEM4B

April 27, 2020 LVMWD Regular Board Meeting
TO: Board of Directors
FROM: Finance & Administration

Subject: Fiscal Years 2020-22 Two-Year Draft Budget

SUMMARY:

Staff prepares a biennial budget for the District. Following review of the draft budget, staff
incorporates any recommended changes in a final version that is presented for approval. The
Board approves the budget for the first year and the budget plan for the second year. Prior to
commencement of the second year of the budget, the Board is presented with an update and
any modifications recommended for the second year. The Fiscal Years 2020-22 Two-Year
Draft Budget represents the proposed budget for the next two fiscal years. At the Board
Workshop, staff will present an overview of the key factors and changes that are anticipated to
affect the two-year budget.

The Fiscal Years 2020-22 Two-Year Draft Budget will be provided under separate cover prior
to the Board Workshop and posted electronically at www.LVMWD.com.

RECOMMENDATION(S):

Review and provide feedback on the Fiscal Years 2020-22 Two-Year Draft Budget.
FISCAL IMPACT:

No

ITEM BUDGETED:

No

FINANCIAL IMPACT:

There is no financial impact associated with reviewing and providing feedback on the Fiscal
Years 2020-22 Two-Year Draft Budget.
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DISCUSSION:

Background:

Staff prepared the first two-year budget for the Districtin 2016. The current draft version for
Fiscal Years 2020-22 is the third biennial budget. The development of the Fiscal Years 2020-
22 Two-Year Draft Budget coincides with the economic fallout associated with the coronavirus
(COVID-19) emergency. The COVID-19 emergency has affected various governmental
agencies differently with those relying heavily on tax income experiencing the most significant
effects. Because the District's operations are primarily funded by user fees, the direct
economic impact of the COVID-19 emergency on the District has been relatively modest to
date. However, staff recognizes the dynamic nature of the emergency, and the possibility of
both a delayed and on-going economic impact to the District in the coming years.

Although the District has experienced only a modest increase in the number and dollar value of
delinquent accounts, the economic impact to customers is likely increase overtime as

the County of Los Angeles continues to extend the Safer at Home Order. Given the dynamic
nature of the COVID-19 emergency, staff proposes a conservative two-year budget based on
the current experience of the District with respect to the on-going impacts of the

emergency, while recognizing that economic conditions could further deteriorate over time.

Budget Assumptions:

One of the first steps in preparation of the Fiscal Years 2020-22 Two-Year Budget Plan is to
review the significant budget factors and assumptions. At the Board workshop, staff will review
the following major factors and assumptions for the draft budget and request for feedback
from the Board:

e Correction of an error in the projected revenue for the Potable Water Enterprise in
the adopted Fiscal Year 2019-20 Budget. The budget amount was reduced from
$46,763,945 to $43,369,854 to correct the calculation of revenue generated from
approved Board-rate adjustments.

¢ Pass-through of the Metropolitan Water District of Southern California (MW D) approved
increases to its full service treated volumetric rates for purchased water, effective on
January 1st of 2021 and 2022.

¢ No proposed rate increases by the District, except for the MWD pass-through, until
January 1, 2022. A 4% rate increase for all enterprises, effective January 1, 2022, to
offset escalating costs. (Note: Budgeting for a future rate increase does not in any
way obligate the Board to authorize or approve it in the future.)

o Water demands to remain constant (flat) over Fiscal Years 2020-22.

¢ Increases to labor costs based on currently-approved Memorandums of Understanding
and organizational changes approved by the Board on March 3, 2020 to address
succession planning needs.

¢ No proposed increases to capacity fees or other miscellaneous fees until January 1,
2022. Proposed increase to capacity fees and other miscellaneous fees by the
Construction Cost Index and Consumer Price Index, respectively, effective January 1,
2022.

¢ Continuation of optional, additional payments, in the amount of $1.6 million annually, to
reduce the District unfunded liability for Other Post-Employment Benefits (OPEB).

Significant Budget Changes:
24



The proposed budget includes some notable changes meant to increase transparency of the
full cost of certain items and reflect the expenditures in appropriate divisions. This approach
supports improved budgetary control and accountability. Most significantly, the costs for
certain programs have been consolidated into a single Department’s budget. For

example, property and liability insurance costs have been combined and reflected in Finance
and Administration Department's budget. Similarly, legal services have been consolidated and
shown in the General Manager's budget. Additionally, the budget reflects moving costs for
other work to the most appropriate Department and Division based on previously implemented
reorganizations and/or to reflect the responsible Division. For example, the cost of audit
services was transferred from the Administration to Finance Division of the Finance

and Administration Department.

On-going Review of Budget and Ability to Adjust to Economic Conditions :

As part of the budget process, staff provides the Board with quarterly reports that reflect
budget-to-actual results during the fiscal year. During the Fiscal Year 2020-21, these quarterly
reports will be critical to assess whether or not the District’s revenues and expenditures are in
line with budget projections and to evaluate the number of dollar amount of delinquent
accounts. Recognizing the uncertainty that currently exists, staff has identified the following
potential cost-saving measures that can be implemented quickly to adapt to

changing conditions:

e Forego one or more of the optional, additional OPEB contributions (four equal quarterly
payments of approximately $400,000 for a total of $1.6 million).

Defer and/or re-prioritize capital improvement projects.

Implement a temporary hiring freeze for vacant positions.

Restrict non-essential travel; and/or

Reduce investments in customer incentive programs for water-use efficiency.

As staff continues to monitor the District’s financial position, any proposed adjustments or
budget reduction proposals will be presented to the Board with an analysis of the
anticipated impacts to the organization and its customers, both in the near and long-terms.
This approach will support the Board to adapt the District's response to the most current
financial conditions, while minimizing the impact on the essential services provided to
customers.

Capital Improvements Program:

Staff will also present the proposed Capital Improvements Program (CIP) budget for Fiscal
Years 2020-22. The CIP budget reflects the latest changes to anticipated costs for projects
as well as newly proposed projects. The CIP projects recommended for funding are

consistent with the District and JPA Infrastructure Investment Plan and serve to implement the
District’s strategic plan objectives.

GOALS:

Ensure Effective Utilization of the Public's Assets and Money
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Prepared by: Angela Saccareccia, Finance Manager
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