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

AGENDA
REGULAR MEETING

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
and MUST complete a speakers' card and hand it to the Clerk of the Board.
Speakers will be recognized in the order cards are received.

The Public Comments agenda item is presented to allow the public to address
the Board on matters not on the agenda. The public may present comments
on any agenda item at the time the item is called upon for discussion.

Materials prepared by the District in connection with 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 written request to the Clerk of the Board.

5:00 PM June 13, 2017

PLEDGE OF ALLEGIANCE

1 CALL TO ORDER AND 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
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4 CONSENT CALENDAR

A List of Demands: June 13, 2017 (Pg. 5)
Ratify

B Minutes: Regular Meeting of May 23, 2017 (Pg. 45)
Approve

C Directors' Per Diem: May 2017 (Pg. 54)
Ratify

D Monthly Cash and Investment Report: April 2017 (Pg. 60)

Receive and file the Monthly Cash and Investment Report for April 2017.

E Update to the District's Investment Policy (Pg. 71)

Pass, approve and adopt proposed Resolution No. 2519, adopting a revised
Investment Policy pursuant to Section 2-6.502 of the Las Virgenes Municipal
Water District Code.

RESOLUTION NO. 2519

A RESOLUTION OF THE BOARD OF DIRECTORS OF LAS VIRGENES
MUNICIPAL WATER DISTRICT ADOPTING A REVISED INVESTMENT
POLICY

(Reference is hereby made to Resolution No. 2519 on file in the District's
Resolution Book and by this reference the same is incorporated herein.)

5 ILLUSTRATIVE AND/OR VERBAL PRESENTATION AGENDA ITEMS

A Recap of 2017 Solar Cup Participation by Calabasas High School
and Recognition of Calabasas High School Coach Michael Yeung and
Past Camp David Gonzales Coach Ty Kastendiek

B Legislative and Regulatory Updates

C Water Supply Conditions Update (Pg. 109)

6 TREASURER

7 FACILITIES AND OPERATIONS

A Westlake Pump Station Upgrade Project: Final Acceptance (Pg. 111)
Execute a Notice of Completion and have the same recorded; in the absence of
claims from subcontractors and others, release the retention, in the amount of
$203,367.00, within 30 calendar days after filing the Notice of Completion;
and authorize the General Manager to approve a change of scope for MSO
Technologies, Inc., in the amount of $13,600, for additional professional
services for the Westlake Pump Station Upgrade Project.

B Agoura Road 24-Inch Potable Water Transmission Main Repair: End of                         
         Emergency (Pg. 121)

2



Ratify the General Manager's approval of a purchase order to Toro Enterprises,
Inc., in the amount of $40,535.09, for the emergency repair of the 24-inch
potable water transmission main on Agoura Road.

C Potable Water and Sewer Service Capacity Fees: Public Hearing (Pg. 123)
Conduct a public hearing for the proposed update to the Potable Water and
Sewer Service Capacity Fees.

8 FINANCE AND ADMINISTRATION

A Proposed Operating and Capital Improvement Budget for Fiscal Year
2017-18 (Pg. 160)
Adopt the proposed Fiscal Year 2017-18 Budget; authorize the General
Manager to pre-pay the District’s annual required contribution to CalPERS for
unfunded accrued liability, in the amount of $1,178,250; approve the proposed
changes to the District's Financial Policies; and pass, approve and adopt
Resolution No. 2520, establishing salaries for employees.

RESOLUTION NO. 2520

A RESOLUTION OF THE BOARD OF DIRECTORS OF LAS VIRGENES
MUNICIPAL WATER DISTRICT ESTABLISHING SALARIES FOR
EMPLOYEES

(Reference is hereby made to Resolution No. 2520 on file in the District’s
Resolution Book and by this reference the same is incorporated herein.)

9 INFORMATION ITEMS

A GFOA Certificate of Achievement for Excellence in Financial Reporting
and Award for Outstanding Achievement in Popular Annual 
Financial Reporting (Pg. 174)

10 NON-ACTION ITEMS

A Organization Reports 

(1) MWD Representative Report/Agenda(s) (Pg. 178)!

(2) Other

B Director's Reports on Outside Meetings

C General Manager Reports 

(1) General Business

(2) Follow-Up Items
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D Director's Comments
 

11 FUTURE AGENDA ITEMS

12 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

13 CLOSED SESSION

A Public Employee Performance Evaluation (Government Code Section
54957):

Title: General Manager

 

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

MINUTES 
REGULAR MEETING 

5:00 PM May 23, 2017 

PLEDGE OF ALLEGIANCE 

The Pledge of Allegiance to the Flag was led by Addison Abrar. 

1. CALL TO ORDER AND ROLL CALL

The meeting was called to order at 5:00 p.m. by Board President Peterson in the Board 
Room at Las Virgenes Municipal Water District headquarters at 4232 Las Virgenes 
Road, Calabasas CA 91302.  Josie Guzman, Clerk of the Board, conducted the roll call. 

Present:  Directors Charles Caspary, Jay Lewitt, Leonard Polan, Glen Peterson, 
and Lee Renger. 

Absent: None 
Staff Present:  David Pedersen, General Manager 

Darrell Johnson, Customer Service Manager 
Angela Saccareccia, Finance Manager 
John Zhao, Principal Engineer 
Josie Guzman, Clerk of the Board  
Manuel Serpa, District Counsel  

2. APPROVAL OF AGENDA

Director Caspary moved to approve the agenda. Motion seconded by Director Renger. 
Motion carried unanimously. 
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ITEM 4B



 

3. PUBLIC COMMENTS 
 

 None.  
 

4. CONSENT CALENDAR 
 

 A List of Demands: May 23, 2017: Ratify 
 
 B Minutes: Special Meeting of April 13, 2017, Regular Meeting of April 25, 

2017, and Regular Meeting of May 4, 2017: Approve 
 
 C Directors’ Per Diem April 2017: Ratify 
 
 D Board Members’ Insurance Benefits: Update 
  
 Pass, approve and adopt proposed Resolution No. 2514, amending Section 2-

2.106 of the Las Virgenes Municipal Water District Code to reflect a reduction in 
the District’s contribution toward the medical premiums for Board Members, 
effective January 1, 2019, and to codify existing vision, dental and life insurance 
benefits, which remain unchanged. 

 
 RESOLUTION NO. 2514  
 
 A RESOLUTION OF THE BOARD OF DIRECTORS OF LAS VIRGENES MUNICIPAL 

WATER DISTRICT AMENDING RESOLUTION NO. 2468 (ADMINISTRATIVE CODE) 
AS IT RELATES TO DIRECTORS’ COMPENSATION 

 
 (Reference is hereby made to Resolution No. 2514 on file in the District’s Resolution 

Book and by this reference the same is incorporated herein.) 
 
 Director Caspary moved to approve the Consent Calendar. Motion seconded by Director 

Lewitt. Motion carried unanimously. 
 

5. ILLUSTRATIVE AND/OR VERBAL PRESENTATION AGENDA ITEMS  
 

A Poster Contest Awards Ceremony 
 
Board President Peterson provided introductory remarks, and Board Members 
presented the awards to the top 12 finalists for this year’s Water Awareness Poster 
Contest. 
 
The Ann Dorgelo Water Awareness Perpetual Trophy was awarded to Willow 
Elementary School.   
 
B Legislative and Regulatory Updates  
 
General Manager David Pedersen reported that discussions continue at the State 
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legislative level regarding the implementation of the Governor’s plan for Making Water 
Conservation a California Way of Life. He noted three competing proposals were being 
considered to implement the Governor’s framework: Budget Trailer Bill 810; AB 1668 
(Friedman) Urban Water Management Planning and AB 1669 (Friedman) Urban Water 
Use Efficiency Standards and Use Reporting; and AB 968 (Rubio) Urban Water Use 
Efficiency and AB 1645 (Rubio) Urban Water Management Planning. He noted that 
water purveyors have taken support positions on Assemblymember Rubio’s bills. He 
stated that the trailer bill language to implement the Governor’s proposal includes 
language that District staff believes is problematic with regard to enforcement. He also 
stated that language was included regarding adoption of standards through emergency 
regulations, which staff believes is not warranted, and should instead be done through a 
legislative process. He noted that staff is also concerned with Assemblymember 
Friedman’s proposed bills because these bills would establish administrative civil 
liabilities applied to urban water purveyors for noncompliance. He reported that District 
lobbyist Syrus Devers, representatives from Metropolitan Water District of Southern 
California, and representatives from other water agencies met with the Governor’s staff 
earlier in the day to discuss concerns with the trailer bill language. He stated that it was 
not likely that Assemblymember Rubio’s bills would advance further because of 
concerns from the Governor’s office. He also provided an update regarding the NPDES 
Permit renewal and Time Schedule Order for compliance with the Los Angeles Regional 
Water Quality Control Board’s (Regional Board) chloride limit for discharges to the Los 
Angeles River. He noted that staff submitted 11 detailed comments, and the Regional 
Board staff incorporated eight of the 11 comments. He stated that permit reopeners 
would be included to allow the Regional Board to reconsider the requirements included 
in the permit. He noted that he and Director Caspary would attend the Regional Board’s 
hearing on June 1st to speak in support of the NPDES Permit and Time Schedule 
Order.  
 
C Water Supply Conditions Update  
 
General Manager David Pedersen noted that as of May 11th, the snowpack for the 
Upper Basin of the Colorado River was at 102 percent of normal. Additionally, due to a 
large storm that came through between May 11th and May 19th, the Upper Basin 
snowpack increased to 157 percent of normal.  
 

6. TREASURER 
 
Director Renger stated that the Treasurer’s report was in order. 
 

7. FACILITIES AND OPERATIONS 
 
 

A Agoura Road 24-inch Potable Water Transmission Main Emergency Repair 
 
Declare the damage to the Agoura Road 24-inch potable water transmission main 
an emergency requiring immediate action without delay and ratify the General 
Manager’s approval of a purchase order to Toro Enterprises, Inc., in an amount 
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not to exceed $40,000, for the emergency repair of the pipeline without notice for 
bids.  
 
Larry Miller, Water System/Facilities Manager presented the report. He responded to 
questions related to the pending investigation to determine the responsible parties.  
 
Director Polan moved to approve Item 7A. Motion seconded by Director Renger. Motion 
carried unanimously. 
 
B Potable Water Air-Vacuum Release Valves Relocation Project: Construction 

Award 
 
Waive a minor bid irregularity and award a construction contract to Toro 
Enterprises, Inc., in the amount of $291,824, for the Potable Water Air-Vacuum 
Release Valves Relocation Project. 

 
Coleman Olinger, Associate Engineer, presented the report.  
 
Director Caspary moved to approve Item 7B. Motion seconded by Director Renger. 
 
Coleman Olinger, Associate Engineer, responded to a question regarding the need to 
relocate the valves by stating that the work is needed to avoid potential contamination of 
the public water system should a vacuum occur along the pipeline when a vault was 
flooded. 
 
Motion carried unanimously. 

 
C Reclassification of Positions in Water Systems Operations 
 
Reclassify an existing Water Production and Treatment Supervisor position to a 
Water Systems Supervisor position with a change from Salary Grade M88 to M83; 
and reclassify an existing Senior Water Treatment Plant Operator position to a 
Chief Water Treatment Plant Operator position with a change from Salary Grade 70 
to 74, retroactive to the retirement date of the Water Production and Treatment 
Supervisor.  
 
General Manager David Pedersen presented the report.  
 
Director Caspary moved to approve Item 7C. Motion seconded by Director Polan. Motion 
carried unanimously. 

 
8. FINANCE AND ADMINISTRATION 

 
A Banking and Purchasing Card Services 
 
Accept the proposal from Wells Fargo and authorize the General Manager to 
execute an initial three-year contract, with two one-year renewals, at a cost of 
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$26,000 annually for general banking services; reject all proposals for custodial 
services and authorize the General Manager to negotiate with Union Bank; and 
reject all bids for purchasing card services and authorize the General Manager to 
negotiate participation in the State of California Purchase Card (Cal-Card) 
Program. 
 
Angela Saccareccia, Finance Manager, presented the report.  
 
Director Lewitt moved to approve Item 8A. Motion seconded by Director Renger. 
 
Angela Saccareccia, Finance Manager, responded to a question related to employees’ 
spending limits for small purchases. She also responded to a question regarding whether 
Board Members would be issued new Cal-Cards by stating that Board Members would 
be included. She noted that staff would review the process for use of Cal-Cards with 
Board Members and staff. 
 
Motion carried unanimously. 
 
B Annexation 29-4, 29-5, 29-6, and 29-7: Approval 
 
Pass, approve and adopt the proposed Resolution Nos. 2515, 2516, 2517 and 
2518, approving detachments from the District’s service area and annexation to 
Los Angeles County Waterworks District No. 29, Malibu 
 
RESOLUTION NO. 2515 
 
JOINT RESOLUTION OF THE BOARD OF SUPERVISORS OF THE COUNTY OF 
LOS ANGELES, THE BOARD OF DIRECTORS OF THE LAS VIRGENES MUNICIPAL 
WATER DISTRICT, AND THE BOARD OF DIRECTORS OF THE LAS VIRGENES 
MUNICIPAL WATER IMPROVEMENT DISTRICT NO. 12 APPROVING AND 
ACCEPTING THE NEGOTIATED EXCHANGE OF PROPERTY TAX REVENUES 
RESULTING FROM THE ANNEXATION OF PROPERTY DESIGNATED AS 
ANNEXATION 29-4, AS PART OF LOCAL AGENCY FORMATION COMMISSION 
REORGANIZATION 2016-05 (AREA 4), TO LOS ANGELES COUNTY 
WATERWORKS DISTRICT NO. 29, MALIBU 
 
RESOLUTION NO. 2516 
 
JOINT RESOLUTION OF THE BOARD OF SUPERVISORS OF THE COUNTY OF 
LOS ANGELES, THE BOARD OF DIRECTORS OF THE LAS VIRGENES MUNICIPAL 
WATER DISTRICT, APPROVING AND ACCEPTING THE NEGOTIATED EXCHANGE 
OF PROPERTY TAX REVENUES RESULTING FROM THE ANNEXATION OF 
PROPERTY DESIGNATED AS ANNEXATION 29-5, AS PART OF LOCAL AGENCY 
FORMATION COMMISSION REORGANIZATION 2016-10, (AREA 1) TO LOS 
ANGELES COUNTY WATERWORKS DISTRICT NO. 29, MALIBU 
 
RESOLUTION NO. 2517 
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JOINT RESOLUTION OF THE BOARD OF SUPERVISORS OF THE COUNTY OF 
LOS ANGELES, THE BOARD OF DIRECTORS OF THE LAS VIRGENES MUNICIPAL 
WATER DISTRICT, AND THE BOARD OF DIRECTORS OF THE LAS VIRGENES 
MUNICIPAL WATER IMPROVEMENT DISTRICT NO. 12, APPROVING AND 
ACCEPTING THE NEGOTIATED EXCHANGE OF PROPERTY TAX REVENUES 
RESULTING FROM THE ANNEXATION OF PROPERTY DESIGNATED AS 
ANNEXATION 29-6, LOCAL AGENCY FORMATION COMMISSION 
REORGANIZATION 2016-04 (AREA 3), TO LOS ANGELES COUNTY 
WATERWORKS DISTRICT NO. 29, MALIBU 
 
RESOLUTION NO. 2518 
 
JOINT RESOLUTION OF THE BOARD OF SUPERVISORS OF THE COUNTY OF 
LOS ANGELES, THE BOARD OF DIRECTORS OF LAS VIRGENES MUNICIPAL 
WATER DISTRICT, AND THE BOARD OF DIRECTORS OF THE LAS VIRGENES 
MUNICIPAL WATER IMPROVEMENT DISTRICT NO. 12, APPROVING AND 
ACCEPTING THE NEGOTIATED EXCHANGE OF PROPERTY TAX REVENUES 
RESULTING FROM THE ANNEXATION OF PROPERTY DESIGNATED AS 
ANNEXATION 29-7, AS PART OF LOCAL AGENCY FORMATION COMMISSION 
REORGANIZATION 2016-05 (AREA 5), TO LOS ANGELES COUNTY 
WATERWORKS DISTRICT NO. 29, MALIBU 
 
(Reference is hereby made to Resolution Nos. 2515, 2516, 2517 and 2518 on file in the 
District’s Resolution Book and by this reference the same are incorporated herein.) 
 
General Manager David Pedersen presented the report.  
 
Director Polan moved to approve Item 8B. Motion seconded by Director Caspary. Motion 
carried unanimously. 
 
C Claim from Nicholas Pappas 
 
Deny the claim from Nicholas Pappas. 
 
General Manager David Pedersen presented the report.  
 
Director Lewitt moved to deny the claim. Motion seconded by Director Caspary. Motion 
carried unanimously. 
 

9. NON-ACTION ITEMS 
 

A Organization Reports 
 

(1) MWD Representative Report/Agenda(s) 
  
 Board President Peterson reported that former MWD Director Joe Parker had passed 

away. He noted that the Special Committee on the Bay-Delta would be discussing three 
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white papers for the project (physical infrastructure, operations and finance/cost 
allocation), and the Environmental Impact Report would be certified in June.  

 
(2) Other 

 
B Director’s Reports on Outside Meetings 
 
Director Renger reported that he attended the Association of California Water Agencies 
(ACWA) Spring Conference in Monterey where he attended several sessions including 
the Water Quality Committee meeting, Energy Committee Program, Emergency 
Communications Session, and the Hans Doe Past Presidents’ Breakfast. He also 
reported that he attended the Association of Water Agencies of Ventura County 
(AWAVC) WaterWise Breakfast meeting on May 18, which included a discussion 
regarding seawater desalination facilities. 
 
Director Lewitt reported that he also attended the ACWA Spring Conference where he 
attended the Federal Affairs Committee meeting for an update regarding the EPA 
budget and funding for water infrastructure, wind power generation and H.R. 23 Gaining 
Responsibility on Water Act of 2017. He also reported that he attended sessions 
regarding California farmers and an update on the Oroville Dam and pump station repair 
work. He also reported that he attended the AWAVC WaterWise Breakfast.  
 
Director Caspary reported that he also attended the AWAVC WaterWise Breakfast. 
 
Director Polan reported that he also attended the ACWA Spring Conference where he 
attended a presentation regarding California farmers. 
 
Board President Peterson reported that he also attended the ACWA Spring Conference 
where he toured the Pure Water Monterey facilities. He stated that he would forward 
photographs of the demonstration project to General Manager David Pedersen. He 
noted that the use of the word “brine” should be avoided because this term normally 
refers to seawater desalination. 
 
C General Manager Reports 

 
(1) General Business 

  
 General Manager David Pedersen provided an update regarding the option agreement 

for the property acquisition on Agoura Road for the Pure Water Project Las Virgenes-
Triunfo. He noted that the draft agreement was pending the seller’s review and escrow 
would open once the agreement had been executed. He also noted that the appraisal 
was being prepared, the preliminary title report had been completed and the process 
had begun to prepare an Initial Study and Negative Declaration. He also reported that 
the Upper Oaks Tank experienced two overflow incidents. He noted that the SCADA 
program spontaneously changed the scale for the tank level, making it appear that the 
tank was not full when it was indeed full. He reported that staff was working on 
correcting this issue. He also reviewed the upcoming events reflected on the calendar. 
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(2) Follow-Up Items 
 
 
 D Directors’ Comments 
 
 Director Polan noted that he would be attending Dr. Randal Orton’s presentation at 

UCLA. 
 
 Director Lewitt inquired whether water from the District was used to combat the brush 

fire near the Three Springs area. General Manager David Pedersen responded that 
water from Lake Sherwood was primarily used. 

 
 Director Renger inquired regarding the surface area of Las Virgenes Reservoir. General 

Manager David Pedersen responded that staff would follow-up and provide the 
information.  

 
 Director Caspary stated that he would provide a copy of an article in The Wall Street 

Journal regarding energy storage and methodologies to General Manager David 
Pedersen. 

  
10. FUTURE AGENDA ITEMS 

 
Director Lewitt requested an update from John Freshman regarding lobbying activities. 
General Manager David Pedersen responded that updates would be provided 
periodically to the Board. 
 

11. PUBLIC COMMENTS 
 

 None. 
 

12. CLOSED SESSION  
 

None. 
 

 13. OPEN SESSION AND ADJOURNMENT 
 

Seeing no further business to come before the Board, the meeting was duly adjourned 
at 6:48 p.m. 
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LVMWD Regular Meeting     
May 23, 2017 

 
 
 
 
                                                                     
    GLEN PETERSON, President 
    Board of Directors 
    Las Virgenes Municipal Water District 
ATTEST: 
 
 
    
JAY LEWITT, Secretary 
Board of Directors 
Las Virgenes Municipal Water District 
 
(SEAL) 
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ITEM 4D

June 13, 2017 LVMWD Regular Board Meeting

TO: Board of Directors

FROM: Finance & Administration

Subject : Monthly Cash and Investment Report: April 2017

SUMMARY:

During the month of April, the value of the District’s investment portfolio increased from
$64,991,744, held on March 31, 2017, to $65,476,558.  There were no investments that
matured or were called; one investment was purchased, increasing the book value of the
investment portfolio to $37,284,652.

RECOMMENDATION(S):

Receive and file the Monthly Cash and Investment Report for April 2017.

FISCAL IMPACT:

No

ITEM BUDGETED:

No

FINANCIAL IMPACT:

As of April 30, 2017, the District held $65,476,558, up 1.27% year-over-year.  The portfolio
was up 0.75% from the previous month’s total of $64,991,744.  The majority of the funds were
held in the District’s investment account, which had an April 30, 2017 value of $37,284,652. 
LAIF held the majority of the remaining funds in the amount of $25,430,737.  A significant
portion of remaining funds, $2,756,000, were held in a trustee account as required reserves
for the bond refunding.  The annualized yield for the District’s investment portfolio was 1.42%
in April 2017, flat as compared to the prior month’s return.  The annualized yield on the
District’s LAIF funds was 0.88% in April, up as compared to March’s 0.82%.  The total yield
on the District’s accounts was 1.20%, up from 0.90% year-over-year.  
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No investments matured or were called during April 2017.
 
The following investment was purchased in April 2017:
 

04/19/17 – Cotati-Rohnert Park Unified School District General Obligation Bond in the
amount of $545,000; matures 08/01/18; YTM 1.81%; rated AA by Standard & Poors
(insured), underlying rating is A1 by Moody's with a stable outlook.

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

04/28/17 – Withdraw in the amount of $100,000.
 
As of April 30, 2017, the District’s investments were in compliance with the adopted
Investment Policy, and the District had sufficient funds to meet expenditures during the
next six months from funds held in LAIF.
 
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 April 30, 2017 and compares the balances to
the adopted Financial Policies.
 
As shown in the analysis, as of April 30, 2017, the Potable Water Enterprise was $22.5 million
below the levels set forth in the District’s Financial Policies. The Sanitation Enterprise had
cash and investments that exceeded the District’s Financial Policies by $11.4 million, and the
Recycled Water Enterprise had cash and investments that exceeded the District’s Financial
Policy levels by $7.2 million.  These Enterprises are expected to incur significant expenses
during the next five-year period for the Pure Water Project Las Virgenes-Triunfo.
 
The five-year rate plan that was implemented beginning in January 2016 considered these
cash levels and known future projects.

GOALS:

Ensure Effective Utilization of the Public's Assets and Money

Prepared by:  Donald Patterson, Director of Finance and Administration

ATTACHMENTS:
Descr ipt ion

Charts
Investment Report
Definitions
April Cash Report
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The District’s total yield varies depending on the percentage of the portfolio in LAIF versus the 

Investment Portfolio. If a higher percentage of the District’s funds are in LAIF, the lower the 

total yield since LAIF is more liquid, more conservative, and has significantly lower yields than 

bonds held in the Investment Portfolio. As of April 30, 2017, LAIF held 38.84% of the District’s 

portfolio, the investment portfolio held 56.94%, and the refunding revenue bonds held 4.21%. 

As can be seen in the chart below, the total yield in April 2017 was 1.20%, three basis point 

higher than March 2017 and up from 0.90% one year ago.  

 

 
 
In April, the annualized yield for the District’s Investment Portfolio was 1.42%, flat as compared 

to March and up 20 basis points from 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 

April, the LAIF yield increased to 0.88%, up from 0.82% in March and up from 0.53% a year ago.  

 

 
 

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.  
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Equally important to monitoring performance is to monitor total portfolio value which includes 

the District’s Investment Portfolio and LAIF accounts. The chart below shows the Total Portfolio 

Value between 2009 and 2017. The significant reduction in 2014 is primarily because of the 

Torchwood Tank and other backbone improvement program projects. The recent decrease over 

the portfolio’s September peak is the result of capital expenditures for the Westlake filter plant 

and pump station projects. In April, the District’s portfolio increased 0.75% from March to 

$65,476,558.  

 

 
 

The chart below compares Total Portfolio Value in the current Fiscal Year, compared to the 

same period in the previous fiscal year.  
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The chart below shows the value of the District’s Investment, LAIF, and CalTRUST portfolios 

over the past twelve month period. In June 2016, the District liquidated its CalTRUST portfolio. 

The District’s Investment Policy requires an amount equal to 6 months of operating budget to 

be kept in LAIF, which is $23.3 million. The amount varies due to settlement dates of 

investments and the timing of significant payments, such as the prepayment of CalPERS in July 

of each year.  
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Monthly Investment Report Appendix A 
 

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. 

 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 

 Bonds 

o AMAWTR – Amador Water Agency 

o CAL ST – State of California  

o CASHGR – California State University 

o CASPWR – State of California Department of Water Resources 

o CON ST – State of Connecticut  

o COTSCD - Cotati-Rohnert Park Unified School District 

o LVNSCD – Las Virgenes Unified School District 

o MDS – State of Maryland 

o MOUSCD – Mountain View Unified School District 

o NEWSCD – Newark, CA Unified School District 

o SCVWTR – Santa Clara Valley Water District 
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ITEM 4E

June 13, 2017 LVMWD Regular Board Meeting

TO: Board of Directors

FROM: Finance & Administration

Subject : Update to the District's Investment Policy

SUMMARY:

On May 4, 2017, the Board completed its annual review of the District’s Investment Policy as
part of a Strategic Planning Workshop.  Staff proposes adoption of an update to the
Investment Policy to incorporate several minor changes discussed with the Board.

RECOMMENDATION(S):

Pass, approve and adopt proposed Resolution No. 2519, adopting a revised Investment
Policy pursuant to Section 2-6.502 of the Las Virgenes Municipal Water District Code.
 
RESOLUTION NO. 2519
 
A RESOLUTION OF THE BOARD OF DIRECTORS OF LAS VIRGENES MUNICIPAL
WATER DISTRICT ADOPTING A REVISED INVESTMENT POLICY
 
(Reference is hereby made to Resolution No. 2519 on file in the District's Resolution Book
and by this reference the same is incorporated herein.)

FISCAL IMPACT:

No

ITEM BUDGETED:

No

DISCUSSION:

At a May 4, 2017 Strategic Planning Workshop, the Board discussed the following minor
updates to the District’s Investment Policy.
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Section 18: Increase of the time to present to the Board with the Monthly Cash and
Investment Report, from 30 to 45 days, to allow sufficient time for the end-of-month
financial closing prior to preparation of the report.

 
Appendix A:

o   Correction of an inconsistency in the allowable bond ratings for local agency
bonds by increasing the minimum Moody’s rating from A1 to Aa3.
o   Elimination of the specificity of CalTRUST as a local government investment
pool and allow any local agency pooled investment fund that invests pursuant to
the California Government Code, as specifically authorized by the Board.  

GOALS:

Ensure Effective Utilization of the Public's Assets and Money

Prepared by:  Donald Patterson, Director of Finance and Administration

ATTACHMENTS:
Descr ipt ion

Proposed Resolution No. 2519
Updated Investment Policy - Redlined Version
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Page 1 of 1 
Z:\Finance\Investment\InvestmentPolicy Adoption Resolution June 2017.docx 

RESOLUTION NO. 2519 

A RESOLUTION OF THE BOARD OF DIRECTORS OF 
LAS VIRGENES MUNICIPAL WATER DISTRICT 
ADOPTING A REVISED INVESTMENT POLICY 

BE IT RESOLVED BY THE BOARD OF DIRECTORS OF LAS VIRGENES 
MUNICIPAL WATER DISTRICT as follows: 

1. Purpose.
This Resolution amends Resolution No. 2497.

2. Amendment.
Section 2-6.502 of the Las Virgenes Municipal Water District Code (Code) requires 

that the Board shall adopt an investment policy for the District.  This provision also 
provides the minimum items for the policy to address.  This Resolution adopts a policy 
pursuant to Section 2-6.502 of the Code.

2. Adoption of Investment Policy.
Pursuant to Section 2-6.502 of the Code, the District adopts the Investment Policy 

attached hereto as Exhibit A.   

3. Other.
Pursuant to Section 2-6.503 of the Code, this Investment Policy shall be 

publically available upon request to the Clerk of the Board and shall be posted on the 
District’s website.   

PASSED, APPROVED AND ADOPTED on June 13, 2017. 

__________________________________         
President 

ATTEST: 

_________________________________
Secretary 

(SEAL) 

Approved as to Form: 

_________________________________ 
District Counsel  
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Investment Policy 

 
 

Approved July 26, 2016 
 

Proposed May 4, 2017
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Las Virgenes Municipal Water District 
Investment Policy 

Adopted July 26, 2016Proposed May 4, 2017 
 

1.0 AUTHORITY 
 

This Investment Policy was adopted by the Board of Directors of the Las Virgenes Municipal 
Water District at its regular meeting on July 26, 2016_________. Any modifications to this 
policy must be approved by the Board of Directors at a duly noticed public meeting. 

 
 

2.0 POLICY STATEMENT 
 

It is the policy of Las Virgenes Municipal Water District (“District”) to invest public funds in a 
manner that provides the maximum security and best investment return, while meeting the 
daily cash flow demands of the District and conforming to laws governing the investment of 
public funds. 

 
 

3.0 SCOPE 
 

This Investment Policy applies to all investment activities and financial assets of the District. 
Funds held by trustees or fiscal agents are excluded from this policy; however, such funds are 
subject to regulations established by the State of California. Funds subject to this policy are 
accounted for in the District’s audited Comprehensive Annual Financial Report (CAFR). 

 

3.1 Funds Covered by this Policy: 
A. Potable Water 
B. Recycled Water 
C. Sanitation 
D. Rate Stabilization 
E. Internal Services 
F. Insurance Reserve 
G. Joint Powers Authority 
H. Any new fund created by the District unless specifically exempted. 

 
3.2 Funds Excluded From This Policy: 

A. Pension Funds 
B. Other Post-Employment Benefit Funds 
C. Funds  related  to  debt  issues  controlled  by  specific  provisions  of  the  issuance 

documents 
D. Deferred compensation program funds 
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The District commingles its funds to maximize investment earnings and increase efficiencies for 
investment pricing, safekeeping, and administration. Investment income is allocated to the 
various funds proportionally and in accordance with Generally Accepted Accounting Principles 
(GAAP). 

 
 

4.0 OBJECTIVES 
 

The primary objectives, in priority order, of the District’s investment activities shall be: 
 

4.1 Safety: Safety of principal is the foremost objective of the investment program. 
Investments of the District shall be undertaken in a manner that seeks to ensure the 
preservation of capital in the overall portfolio. To attain this objective, the District will diversify 
its investments in a manner that reduces credit and duration risks. Also, the District will invest 
funds among a variety of securities offering independent returns and financial institutions. 

 

4.2 Liquidity: The District’s investment portfolio will remain sufficiently liquid to enable 
the District to meet all operating requirements that may be reasonably anticipated. 

 

4.3 Return on Investment: The District’s Investment Policy shall be designed with the 
objective of attaining a benchmark rate of return throughout budgetary and economic cycles, 
commensurate with the District’s investment risk constraints and the cash flow characteristics 
of the portfolio in a manner that reduces interest rate risk. 

 
 

5.0 DELEGATION OF AUTHORITY 
 

The Treasurer is a member of the Board of Directors and responsible for the investments. Daily 
management responsibility for the investment program is delegated to a Deputy Treasurer, 
normally the Director of Finance and Administration. The Deputy Treasurer shall establish 
written procedures for the operation of the investment program consistent with this Investment 
Policy. Procedures should include reference to safekeeping, wire transfer agreements, banking 
service contracts and collateral/depository agreements. Such procedures shall include explicit 
delegation of authority to persons responsible for investment transactions. 

 

No person may engage in an investment transaction except as provided under the terms of this 
policy and the procedures established by the Deputy Treasurer. The Deputy Treasurer shall 
establish a system of controls to regulate the activities of subordinate designees. 
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Unless otherwise specifically designated by the District’s Board of Directors, the only officials 
authorized to undertake investment transactions on behalf of the District are the: 

 

Treasurer (Board Member) 
Deputy Treasurer 
Deputy Treasurer Designee(s) 

 

Further, no person may engage in an investment transaction except as provided under the terms 
of the District’s Investment Policy. 

 
 

6.0 STANDARD OF CARE 
 

In compliance with California Government Code Section 53600.3, the standard of care to be 
used by investment officials shall be the “prudent investor” standard and applied in the context 
of managing an overall portfolio. Investment officers acting in accordance with written 
procedures and the Investment Policy and exercising due diligence shall be relieved of personal 
liability for an individual security’s credit risk or market price changes, provided deviations from 
expectations are reported in a timely fashion and appropriate action is taken to control adverse 
developments. 

 

The “prudent investor” standard states that: 
 

“When investing, reinvesting, purchasing, acquiring, exchanging, selling, or managing 
public funds, a trustee shall act with care, skill, prudence, and diligence under the 
circumstances then prevailing, including, but not limited to, the general economic 
conditions and the anticipated needs of the agency, that a prudent person acting in a like 
capacity and familiarity with those matters would use in the conduct of funds of a like 
character and with like aims, to safeguard the principal and maintain the liquidity needs 
of the agency.”1 

 
 

7.0 ETHICS AND CONFLICTS OF INTEREST 
 

The Treasurer, Deputy Treasurer and other employees involved in the investment process shall 
refrain from personal business activity that could conflict with proper execution of the 
investment program or which could impair their ability to make impartial investment decisions. 

 
 

 
 
 
 

1 California Government Code Section 53600.3 
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The Treasurer, Deputy Treasurer and other employees involved in the investment process shall 
disclose any material interests in financial institutions with which they conduct business. They 
shall further disclose any personal financial/investment positions that could be related to the 
performance of the investment portfolio and shall not undertake personal investment 
transactions through the same institution with whom business is conducted on behalf of the 
District. 

 

The Treasurer, Deputy Treasurer and all District staff with delegated authority for any aspect of 
the investment process are required to file annual disclosure statements as required by the 
California Fair Political Practices Commission ("FPPC"), including Forms A-1 and A-2. During the 
course of the year, if an event subject to disclosure could impair the ability of the Treasurer, 
Deputy Treasurer or others to make impartial decisions, the Board of Directors will be notified 
in writing by the General Manager within 10 days of the event. 

 
 

8.1 AUTHORIZED FINANCIAL DEALERS AND INSTITUTIONS 
 

The District shall transact business only with banks, savings and loans, and registered investment 
securities dealers. The purchase of any investment, other than those purchased directly from 
the issuer, shall be purchased either from an institution licensed by the State as a broker/dealer, 
as defined in Section 25004 of the Corporations Code, who is a member of the National 
Association of Securities Dealers, a member of a Federally regulated securities exchange, a 
National or State-Chartered Bank, a Federal or State Association (as defined by Section 5102 of 
the Financial Code), or a brokerage firm designated as a primary dealer by the Federal Reserve 
Bank. In addition, a list shall also be maintained by the Deputy Treasurer of approved security 
broker/dealers who are authorized to provide investment services in California. The District may 
only conduct business with entities considered “primary” or “regional” dealers that qualify 
under Securities and Exchange Commission Rule 15C3-1 (uniform net capital rule). 

 

The Deputy Treasurer and his/her assigned staff shall investigate all institutions that wish to do 
business with the District, in order to determine if they are adequately capitalized, make 
markets in securities appropriate to the District's needs, and agree to abide by the conditions 
set forth in this Investment Policy. All financial institutions and broker/dealers that desire to 
become qualified bidders for investment transactions must provide the District with the 
following: 

 Current audited financial statements; 

 Proof of FINRA certification; 

 Proof of National Association of Security Dealers (NASD) certification; 

 Proof of California registration; 

 Completed District questionnaire - Appendix "D" or Appendix "E"; 

 Evidence of adequate insurance coverage; and 
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 Certification of having read, understood, and agreed to comply with the District’s 
Investment Policy. 

 

The Deputy Treasurer shall conduct an annual review of the financial condition of all approved 
financial institutions and broker/dealers in order to determine whether they continue to meet 
the District’s guidelines for qualifications as defined in this section. In addition, the District shall 
give all approved broker/dealers a copy of the District’s Investment Policy on an annual basis. 
The Deputy Treasurer shall keep current audited annual financial statements on file for each 
approved financial institution and broker/dealer with which the District does business with for 
a minimum period of three years. 

 
 

9.0 AUTHORIZED AND SUITABLE INVESTMENTS 
 

The District shall only invest in instruments authorized pursuant to Sections 16429.1, 53600 et 
seq., and 53638 of the Government Code and explicitly authorized by the Board subject to the 
prohibitions set forth in Section 9.1 of this Investment Policy. Appendix A includes a listing of all 
authorized types of investment securities. 

 

9.1       Prohibited Investments and Transactions 
Any investment not specifically authorized in Appendix A is ineligible. The use of derivatives, 
options, futures or buying on margin is also specifically prohibited. Security transactions shall be 
conducted on a delivery-versus-payment basis. Securities purchased or acquired by the District 
shall be held in safekeeping by a third party only pursuant to a custodial agreement as required 
by Government Code Section 53601. 

 

Also, Government Code Section 53601.6 prohibits local agencies from investing in certain 
instruments, including inverse floaters, range notes, and mortgage-derived interest only strips. 
Additionally, the District shall not invest funds in securities that could result in zero interest if 
held to maturity. 

 
 

10.1 INVESTMENT POOLS / MUTUAL FUNDS 
 

The Treasurer shall thoroughly investigate any pooled investment funds, including mutual funds. 
To accomplish this, a questionnaire (Appendix F) is to be used to evaluate the suitability of the 
pooled fund. The questionnaire will address the following: 

 A description of eligible investment securities, and a written statement of investment 
policy and objectives; 

 A description of interest calculations and how it is distributed, and how gains and losses 
are treated; 
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 A  description  of  how  the  securities  are  safeguarded  (including  the  settlement 
processes), and how often the securities are priced and the program is audited; 

 A description of who may invest in the program, how often, what size of deposits and 
withdrawals are allowed; 

 A schedule for receiving statements and portfolio listings; 

 A description of how reserves and retained earnings are utilized by the pool/fund; 

 A fee schedule, and when and how fees are assessed; and 

 Whether the pool/fund  is eligible for bond proceeds and/or  if it will accept  such 
proceeds? 

 

The State of California Local Agency Investment Fund (LAIF) established by Government Code 
16429.1 et seq. is explicitly authorized and, therefore, not subject to the provisions of this 
section. 

 
 

11.0 COLLATERALIZATION 
 

Pursuant to Government Code Sections 53652 through 53667, the District requires depositories 
to post certain types and levels of collateral for public funds above the Federal Deposit Insurance 
Corporation ("FDIC") insurance amounts. The collateral requirements apply to bank deposits, 
both active (checking and savings accounts) and inactive (non-negotiable time certificates of 
deposit). 

 
The Treasurer shall require collateralization on two other types of investments: repurchase and 
reverse agreements. In order to anticipate market changes and provide a level of security for 
all funds, the collateralization level will be 110% of market value of principal and accrued interest 
and the value shall be adjusted no less than quarterly. The District requires the collateral to be 
in the form of U.S. Treasuries or a similar highly liquid instrument. 

 

Collateral will always be held by an independent third party with whom the entity has a current 
written custodial agreement. A clearly marked evidence of ownership (safekeeping receipt) 
must be supplied to the District and retained throughout District retention of the investment. 
The right of collateral substitution is granted. 

 
 

12.0        SAFEFEEPING AND CUSTODY 
 

To protect against fraud, embezzlement, or losses caused by collapse of individual securities 
dealers, all securities owned by the District shall be held in safekeeping by the District's custodial 
bank acting as agent for the District under the terms of a custody agreement. Such custodial 
bank must be a federal or state association (as defined by Section 5102 of the Financial Code), 
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a trust company or a state or national bank located within this state or with the Federal Reserve 
Bank of San Francisco or any branch thereof within this state, or with any Federal Reserve bank 
or with any state or national bank located in any city designated as a reserve city by the Board 
of Governors of the Federal Reserve System. Collateral for repurchase agreements will be held 
by a third party custodian under the terms of a Public Securities Association ("PSA") master 
repurchase agreement. 

 

All security transactions entered into by the District shall be conducted on a delivery-versus- 
payment (DVP) basis. This procedure ensures that securities are deposited with the third party 
custodian prior to the release of funds. Securities will be held by a third party custodian 
designated by the Treasurer or Deputy Treasurer and as evidenced by safekeeping receipts with 
a written custodial agreement. Pooled Investments, such as LAIF and CalTrust other local agency 
pooled investments or money market mutual funds as described in Appendix A are 
undeliverable and, therefore, not subject to delivery or third party safekeeping. The Deputy 
Treasurer shall not be responsible for securities delivered to and receipted for by a financial 
institution until they are withdrawn from the financial institution by the Deputy Treasurer or 
the Deputy Treasurer’s designee. 

 

Investment trades, shall be verified against the bank transactions and broker confirmation 
tickets to ensure accuracy. On a monthly basis, the custodial asset statement shall be reconciled 
with the month-end portfolio holdings. On an annual basis, the external auditor shall confirm 
investment holdings. 

 
 

13.1 DIVERSIFICATION 
 

The District will diversify its investments by security type, institution, and maturity. With the 
exception of U.S. Treasury securities and authorized pools, no more than 50% of the District’s 
total investment portfolio will be invested in a single security issuer or with a single financial 
institution. The Treasurer shall to the greatest extent possible: 

 Limit investments to avoid over-concentration in securities from a specific issuer or 
business sector (excluding U.S. Treasury securities), 

 Limit investments in securities that have higher credit risks, 

 Invest in securities with varying maturities, and 
 Continuously invest a minimum amount equal to six months operating budget in readily 

available funds such as local government investment pools (LAIF), money market funds 
or overnight repurchase agreements to ensure that appropriate liquidity is maintained 
in order to meet the District’s on-going financial obligations. 
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13.2 Portfolio Rebalancing 
 

In the event that portfolio percentage constraints are violated due to a temporary imbalance in 
the portfolio, the District shall hold the affected securities to maturity in order to avoid capital 
losses. However, if no capital losses would be realized upon sale, the Treasurer, Deputy 
Treasurer or his/her designee shall consider rebalancing the portfolio after evaluating the 
expected length of time the portfolio would remain unbalanced. Since portfolio percentage 
limits are in place to ensure diversification of the District Investment portfolio, a small, 
temporary imbalance will not significantly impair the strategy. 

 
 

14.0        MAXIMUM MATURITIES 
 

To minimize the impact of market risk, it is intended that all investments be held to maturity. 
 

The Deputy Treasurer shall match the District’s investments with anticipated cash flow 
requirements known at the time of purchase. The District will not directly invest in securities 
maturing more than five (5) years from the settlement date. Any investment that is further 
limited is noted in Appendix A, Authorized Investments. Also, Appendix B provides a listing of 
maximum maturities by investment vehicle. The weighted average maturity of the investment 
portfolio will be limited to three years or less, exclusive of the funds held in investment pools 
and mutual funds. Investments may be sold prior to maturity for cash flow, appreciation 
purposes or in order to limit losses; however, no investment shall be made based solely on 
earnings anticipated from capital gains. 

 
 

15.0        INTERNAL CONTROL 
 

The Deputy Treasurer shall ensure that all investment transactions comply with the District’s 
Investment Policy and establish internal controls that are designed to prevent losses due to 
fraud, negligence or third-party misrepresentation. These controls shall be designed to avoid 
collusion; ensure separation of  duties and administrative controls;  maintain separation of 
transaction authority  from accounting  and record keeping; provide custodial safekeeping; 
delegate authority clearly; ensure management approval and review of investment transactions; 
provide specific limitations regarding securities loss and remedial action; document investment 
transactions and strategies; and monitor investment performance results. 

 

The Deputy Treasurer shall establish an annual process of independent review by an external 
audit firm. The external auditor shall review the management of the District’s investment 
program in terms of compliance with the internal controls previously established. 
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The external auditor, serving as an independent reviewer, will review and verify the District's 
investment activity, holdings and compliance with this Investment Policy on an annual basis and 
submit a report to the District’s Board of Directors relating thereto. 

 
 

16.0        PERFORMANCE STANDARDS 
 

The investment portfolio shall be designed with the objective of obtaining a rate of return 
throughout budgetary, economic, or weather cycles, commensurate with the investment risk 
constraints and cash flow needs. The District’s investment portfolio, exclusive of investment 
pools and mutual funds, shall utilize the three-year Treasury note as its benchmark. It is 
understood that due to the District’s policy to hold investments to maturity, short-term yields 
will lag the direction of the three-year Treasury note in changing interest rate environments. 

 
 

17.0        CREDIT DOWNGRADE 
 

If a security is downgraded below the minimum credit risk criteria specified in the Investment 
Policy, the Deputy Treasurer shall evaluate the downgrade and bring their evaluation back to 
the Treasurer and General Manager to evaluate and decide what action to take: continue to 
monitor and hold through maturity or sell the security on the secondary market. 

 
 

18.0        REPORTING 
 

The District’s Investment Policy shall be reviewed on an annual basis by the Treasurer, Deputy 
Treasurer, and General Manager with recommendations for changes, if any, made to the Board 
of Directors. 

 

The District shall maintain a complete and accurate record of all investment transactions. 
 

18.1 Monthly Reports: The Deputy Treasurer shall prepare and submit a monthly 
investment report of funds directly controlled and managed by the District, including a detailed 
listing of all investment transactions opened and closed during a reporting period or, if none, a 
statement to that effect. The report shall be submitted monthly to the Board of Directors. 

 
Each investment report shall be submitted within thirty 45 days following the end of the period 
covered by the report and must also include certification by the General Manager that 
investment actions executed since the last report are in compliance with the Investment Policy 
or state areas of non-compliance; and the District will meet its expenditure obligations for the 
next six months or state why sufficient money shall, or may, not be available as required by law. 
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Schedules in the monthly report should include the following: 
 The type of investment, name of the issuer, date of maturity, the par value, book value, yield 

to maturity or yield to call, and cost of all funds invested and subject to this policy; 
 Coupon, discount or earnings rate; 
 Percentage of the portfolio represented by each investment category; and 
 The market value with the source of the market valuation for all securities held by the 

District, and under management of any outside party that is not also a local agency or the 
State of California Local Agency Investment Fund. 

 

18.2 Quarterly Report: Within 30 days of the end of each quarter, the Deputy Treasurer 
shall prepare and submit a quarterly investment report to the Board that includes the 
information required in the monthly investment report, plus the following additional 
information: 

 A description of any investments, including loans and security lending programs, that 
are under the management of contracted parties; 

 A description of the compliance with the statement of Investment Policy, or manner in 
which the portfolio is not in compliance; 

 A statement denoting the District's ability to meet its expenditure requirements for the 
next six months, or an explanation as to why sufficient money shall, or may, not be 
available; 

 A benchmark comparison; 
 A statement of cash and investments held and compliance with adopted reserve 

policies; and 

 A narrative analysis with supporting graphs and/or charts that provide information on 
performance of the portfolio, as well as general economic and operational trends 
affecting the portfolios size and/or performance. 

 
The investment portfolio will be managed in accordance with the parameters specified within 
this policy and monitored and evaluated by the Deputy Treasurer and his/he designated 
employees involved in the investment process. 

 
 

19.0        INVESTMENT POLICY ADOPTION 
 

The District’s Investment Policy shall be adopted by the Board of Directors. The policy shall be 
reviewed at least annually to ensure its consistency with the overall objectives of preservation 
of principal, liquidity, and return on investment, and its relevance to current law, financial and 
economic trends, and to meet the needs of the District. Any modifications made hereto must 
be approved by the Board of Directors. 
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Appendix A - AUTHORIZED INVESTMENTS 
 

1. UNITED STATES TREASURIES: 
United States Treasury notes, bonds, bills, or certificates of indebtedness, or those for 
which the faith and credit of the United States are pledged for the payment of principal 
and interest. 

 

There is no limit as to the amount of the investment portfolio that may be invested in 
United States Treasury notes. Maximum maturity is five years from the settlement 
date. 

 

2. FEDERAL AGENCIES: 
Obligations issued by the United States Government Agencies, such as the Federal 
Farm Credit Bank System (FFCB), the Federal Home Loan Bank Board (FHLB), the 
Federal National Mortgage Association (FNMA), Federal Home Loan Mortgage 
Corporation (FHLMC), the Tennessee Valley Authority (TVA), or obligations, 
participation, or other instruments of, or issued by a federal agency or a United States 
government-sponsored enterprise. 

 

There is no limit as to the amount of the investment portfolio that may be invested in 
federal agencies. Maximum maturity is five years from the settlement date. 

 

3. STATE BONDS: 
Registered state warrants, treasury notes or bonds of this state and any of the 50 states 
and the District of Columbia, including bonds payable solely out of the revenues from 
a revenue-producing property owned, controlled, or operated by the state or by a 
department, board, agency, or authority of the state. The long-term ratings of such 
bonds should have at least AA- by Standard and Poor’s (S&P), AA- by Fitch or Aa1 by 
Moody’s, or the short-term ratings should have at least A-1 by S&P, and P-1 by 
Moody’s. 

 

There is no limit as to the amount of the investment portfolio that may be invested in 
state bonds. Maximum maturity is five years. 

 

4. LOCAL AGENCY BONDS: 
Bonds and notes issued by local agencies (cities, counties, special districts, or schools) 
of the United States, including bonds payable solely out of the revenues from a 
revenue-producing property owned, controlled, or operated by the local agency, or by 
a department, board, agency, or authority of the local agency, such as Las Virgenes 
Municipal Water District. The maturity of such bonds or notes should not exceed five 
years from the date of purchase.   The long-term ratings of such bonds should be 
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investment grade (at least AA- by Standard and Poor’s (S&P), KBRA or Fitch or A1 Aa3 
by Moody’s, or the short-term ratings should have at least A-1 by S&P, and P-1 by 
Moody’s). 

 

There is no limit as to the amount of the District’s portfolio may be invested in local 
agency bonds. Maximum maturity is five years. 

 

5. LOCAL GOVERNMENT INVESTMENT POOLS: 
Local government investment pools, that adhere to the California Government Code 
parameters for eligible investments. 

 

A. LAIF: 
State managed Local Agency Investment Fund (“LAIF”) pursuant to Government Code 
Section 16429.1 and Resolution No. 01-04-2291 of the Las Virgenes Municipal Water 
District. 

 

The maximum amount an agency may invest in LAIF is $65,000,000 pursuant to the 
LAIF policy. 

 

B. Local Agency Pooled Investment Funds: CalTRUST: invests in fixed income 
securities eligible for local agency investment pursuant to California Government 
Code Sections 53601 and 53635. A Board of Trustees supervises and administers 
the investment programs.Other local agency pooled investment funds that invest 
pursuant to California Government Code Section 53601 or 53635, as authorized by 
the Board.  

 

No more than 50 25 percent of the District’s total portfolio value may be invested 
in CalTrustother local agency pooled investment funds. 

 

C. Voluntary Investment Fund 
 

D. County Pooled Investment Fund 
 
 

6. REPURCHASE/REVERSE REPURCHASE AGREEMENTS: 
a.) Investments in repurchase agreements or reverse repurchase agreements of any 
securities authorized by this section, so long as the agreements are subject to this 
subdivision, including, the delivery requirements specified in this section. All 
transactions in repurchase agreements or reverse repurchase agreements shall require 
a master repurchase agreement executed by the contra-party. 

 

b.) Investments in repurchase agreements may be made, on any investment 
authorized in this section, when the term of the agreement does not exceed 30 days. 
The market value of securities that underlies a repurchase agreement must be valued 
at 102 percent or greater of the funds borrowed against those securities and the value 
shall be adjusted no less than quarterly. 
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c.)  Investments in reverse repurchase agreements or similar investments in which 
the District sells securities prior to purchase, may only be made upon prior 
approval of the Board of Directors and with a maximum maturity of 30 days. 

 

d.) (1) “Repurchase agreement" means a purchase of securities by the District 
pursuant to an agreement by which the counter-party seller will repurchase 
the securities on or before a specified date and for a specified amount and 
the counter-party will deliver the underlying securities to the District by 
book entry, physical delivery, or by third party custodial agreement. The 
transfer of underlying securities to the counter-party bank's customer 
book-entry account may be used for book-entry delivery. 

 
(2) "Securities," for purpose of repurchase under this subdivision, 4 means 

securities of the same issuer, description, issue date, and maturity. 
 

(3) "Reverse repurchase agreement" means a sale of securities by the District 
pursuant to an agreement by which the District will repurchase the 
securities on or before a specified date and includes other comparable 
agreements. 

 

(4) For purposes of this section, the base value of the District's pool portfolio 
shall be that dollar amount obtained by totaling all cash balances placed 
in the pool by all pool participants, excluding any amounts obtained 
through selling securities by way of reverse repurchase agreements or 
other similar borrowing methods. 

 
(5) For purposes of this section, the spread is the difference between 
the cost of funds obtained using the reverse repurchase agreement and 
the earnings obtained on the reinvestment of the funds. 

 

(6) Repurchase agreements and reverse repurchase agreements shall 
only be made with primary dealers of the Federal Reserve Bank of New 
York. 

 
Repurchase agreements  may not exceed 25 percent of the District’s investment 
portfolio value. Reverse repurchase agreements may not exceed 10 percent of the 
District’s investment portfolio value. 

 

7. MONEY MARKET MUTUAL FUNDS: 
Shares of beneficial interest issued by diversified management companies (otherwise 
known as “mutual funds”), as defined in Section 23701 of the Revenue and Taxation 
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Code, investing in the securities and obligations as authorized by subdivisions (1) to 
(12), inclusive, of this section and that comply with the investment restrictions of 
Article 1 (commencing with Section 53600) and Article 2 (commencing with Section 
53630). To be eligible for investment pursuant to this subdivision, these companies 
shall either: 

 

a) Attain the highest ranking or the highest letter and numerical rating 
provided by not less than two of the three largest nationally recognized rating 
services. 

 

b) Commission with not less than five years' experience investing in the 
securities and obligations as authorized by this Investment Policy, inclusive, and 
with assets under management in excess of five hundred million dollars 
($500,000,000). 

 

The purchase price of shares of beneficial interest purchased pursuant to this 
subdivision shall not include any commission that these companies may charge. 

 

The purchase of money market mutual funds shall not exceed 20 percent of the 
District's total portfolio value; however, no more than 10 percent of the District’s 
investment portfolio value may be invested in shares of beneficial interest of any 
one money market mutual fund. 

 
 

8. CERTIFICATES OF DEPOSIT: 
A. Negotiable, non-negotiable, and placement service certificates of deposits issued 

by a nationally or state-chartered bank or a state or federal association (as defined 
by Section 5102 of the Financial Code) or by a state-licensed branch of a foreign 
bank. The issuing firm should have been in existence for at least five years. 

 

1. Federally insured negotiable Certificates of Deposits up to $250,000. 
 

2. Certificates of Deposit that are fully collateralized. To collateralize such 
deposits, an institution shall maintain in the collateral pool securities having a 
market value of at least 10% in excess of the total amount deposited. Real 
estate mortgages may not be accepted as collateral. The maximum term for 
deposits shall be five years. In general, the issuer must have a minimum tier 
one risk-based capital ratio of 6% as determined by the FDIC and their 
operation must have been profitable during their last reporting period. 
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The term of a Certificate of Deposit shall not exceed 5 years from the settlement date. 
Purchases of all types of certificates of deposit may not exceed 25 percent of the 
District’s portfolio value which may be invested pursuant to this section. 

 

9. PLACEMENT SERVICE DEPOSITS - Service that allows a local agency to purchase in 
excess of $250,000 in deposits, placing monies with other institutions while 
maintaining FDIC insurance. Placement service deposits may not exceed 25 percent 
of the District’s investment portfolio value. 
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Appendix B - SUMMARY OF AUTHORIZED INVESTMENTS: 
 
 

Authorized Investments District 
Policy 

Legal Limit 
(% or $) 

Maximum 
Maturity 
Constraints 

Limits 

United States Treasuries Unlimited 5 years None 

U.S. Agencies Unlimited 5 years None 

State Bonds Unlimited 5 years Rated AA- 

Local Agency Bonds Unlimited 5 years Rated AA- 

LAIF $65,000,000 N/A Limited to 15 transactions per 
month, per State policy 

CalTrustLocal Agency Pooled 
Investments 

5025% N/A Prior Board of Directors approval 
requiredNone 

Voluntary Investment Fund Unlimited N/A None 

County Pooled Investment Fund Unlimited N/A None 

Repurchase Agreements 25% 30 days Requires a Master Repurchase 
agreement, market value of 
underlying securities must be 
greater than 102% 

Reverse Repurchase Agreements 10% 30 days Prior Board of Directors approval 
required 

Money Market Mutual Funds 20% N/A No more than 10% will be 
invested in any one mutual fund 

Non-Negotiable Certificates of 
Deposit 

25% 5 years None 

Negotiable Certificates of Deposit 25% 5 years All CDs over $250,000 must be 
collateralized at 110%. 

Placement Service CD 25% 5 years None 
Placement Service Deposits 10% 5 years None 
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Appendix C - GLOSSARY OF TERMS 

 
ACCRUED INTEREST: The interest owed to the seller of a coupon bearing issue from the last 
coupon date up to the sale date. 

 

AGENCIES: Federal agency securities and/or Government-sponsored enterprises. 
 

ASKED: The price at which securities are offered. 
 

BANKERS’ ACCEPTANCE (BA): A draft of bill or exchange accepted by a bank or trust company. 
The accepting institution guarantees payment of the bill, as well as the issuer-evidencing a loan 
created by the accepting bank. 

 
BASIS POINT: 1/100 of one percent (decimally, .0001) 

 

BENCHMARK: A comparative base for measuring the performance or risk tolerance of the 
investment portfolio. A benchmark should represent a close correlation to the level of risk and 
the average duration of the portfolio’s investments. 

 

BID: The price offered by a buyer of securities. (When you are selling securities, you ask for a 
bid.) See OFFER. 

 

BROKER: A broker brings buyers and sellers together for a commission. 
 

CALLABLE BOND: A bond that can be bought back from a holder by the issuer at a specific 
price after a specific date prior to the maturity date. 

 

CERTIFICATE OF DEPOSIT (CD): A time deposit with a specific maturity evidenced by a 
certificate. Large-denomination CD’s are typically negotiable. 

 

CMO (COLLATERALIZED MORTGAGE OBLIGATION): Mortgage-backed bond that separates 
mortgage pools into short-, medium-, and long-term portions. 

 

COLLATERAL: Securities, evidence of deposit, or other property that a borrower pledges to 
secure repayment of a loan. Also refers to securities pledged by a bank to secure deposits of 
public monies. 

 

COMMERCIAL PAPER (CP): An unsecured promissory note issued by a corporation. Maturity 
may not exceed 270 days. Usually sold in discount form. 

 

COMPREHENSIVE ANNUAL FINANCIAL REPORT (CAFR) The official annual report for Las 
Virgenes Municipal Water District. It includes the presentation of required financial 
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statements in conformity with GAAP. It also includes supporting schedules necessary to 
demonstrate compliance with finance-related legal and contractual provisions, extensive 
introductory material, and a detailed Statistical Section. 

 

COUPON: a) The annual rate of interest that a bond’s issuer promises to pay the bondholder 
on the bond’s face value. b) A certificate attached to a bond evidencing interest due on a 
payment date. 

 

DEALER: A dealer, as opposed to a broker, acts as a principal in all transactions buying and 
selling for his own account. 

 

DEBENTURE: A bond secured only by the general credit of the issuer. 
 

DEFAULT: The failure of a debtor to make timely payments of interest and principal as they 
come due or to meet some other provision of a bond indenture. 

 

DELIVERY VERSUS PAYMENT (DVP): There are two methods of delivery of securities: delivery 
versus payment and delivery versus receipt. Delivery versus payment is delivery of securities 
with an exchange of money for the securities. Delivery versus receipt is delivery of securities 
with an exchange of a signed receipt for the securities. 

 

DERIVATIVE: (1) Financial instruments whose return profile is linked to, or derived from, the 
movement of one or move underlying index or security, and may include a leveraging factor, 
or (2) financial contracts based upon notional amounts whose value is derived from a 
underlying index or security (interest rates, foreign exchange rates, equities or commodities). 

 
DISCOUNT: The difference between the cost price of a security and its maturity when quoted 
at a lower than face value. A security selling below original offering price shortly after sale also 
is considered to be at a discount. 

 

DISCOUNTED SECURITIES: Non-interest bearing money market instruments that are issued a 
discount and redeemed at maturity for full face value, e.g. U.S. Treasury Bills. 

 

DIVERSIFICATION: Dividing investment funds among a variety of securities offering 
independent returns. 

 
DURATION: A measure of the sensitivity of the price of a fixed income security to interest rate 
changes. 

 

FEDERAL CREDIT AGENCIES: Agencies of the Federal government set up to supply credit to 
various classes of institutions and individuals, e.g., S&L’s, small-business firms, students, 
farmers, farm cooperatives, and exporters. 
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FEDERAL DEPOSIT INSURANCE CORPORATION (FDIC): A federal agency that insures bank 
deposits, currently up to $250,000 per deposit. 

 

FEDERAL FUNDS RATE: The rate of interest at which Fed funds are traded. This rate is 
currently pegged by the Federal Reserve through open-market operations. 

 

FEDERAL HOME LOAN BANKS (FHLB):  Government sponsored wholesale banks (currently 12 
regional banks) that lend funds and provide correspondent banking services to member 
commercial banks, thrift institutions, credit unions, and insurance companies. The mission of 
the FHLBs is to liquefy the housing related assets of its members who must purchase stock in 
their district Bank. 

 
FEDERAL NATIONAL MORTGAGE ASSOCIATION (FNMA): FNMA, like GNMA was chartered 
under the Federal National Mortgage Association Act in 1938. FNMA is a federal corporation 
working under the auspices of the Department of Housing and Urban Development (HUD). It  
is the largest single provider of residential mortgage funds in the United States. Fannie Mae,  
as the corporation is called, is a private stockholder-owned corporation. The corporation’s 
purchases include a variety of adjustable mortgages and second loans, in addition to fixed-rate 
mortgages. FNMA’s securities are also highly liquid and are widely accepted. FNMA assumes 
and guarantees that all security holders will receive timely payment of principal and interest. 

 

FEDERAL OPEN MARKET COMMITTEE (FOMC): Consists of seven members of the Federal 
Reserve Board and five of the twelve Federal Reserve Bank Presidents. The President of the 
New York Federal Reserve Bank is a permanent member, while the other Presidents serve on a 
rotating basis. The Committee periodically meets to set Federal Reserve guidelines regarding 
purchases and sales of Government Securities in the open market as a means of influencing the 
volume of bank credit and money. 

 

FEDERAL RESERVE SYSTEM: The central bank of the United States created by Congress and 
consisting of seven member Board of Governors in Washington, D.C., 12 regional banks and 
about 5,700 commercial banks that are members of the system. 

 

GOVERNMENT NATIONAL MORTGAGE ASSOCATION (GNMA or Ginnie Mae): Securities 
influencing the volume of bank credit guaranteed by GNMA and issued by mortgage bankers, 
commercial banks, savings, and loan associations, and other institutions. Security holder is 
protected by full faith and credit of the U.S. Government, Ginnie Mae securities are backed by 
the FHA, VA or FmHA mortgages. The term “pass-throughs” is often used to describe Ginnie 
Maes. 

 

INVERSE FLOATER; A structured note in which the coupon increases as rates decline and 
decrease as rates rise. 
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IO (INTEREST ONLY): A class of mortgage derivative in which the cash flow consists solely of 
the interest payments from a CMO. 

 

LIQUIDITY: A liquid asset is one that can be converted easily and rapidly into cash without a 
substantial loss of value. In the money market, a security is said to be liquid if the spread 
between bid and asked prices is narrow and reasonable size can be done at those quotes. 

 

LOCAL GOVERNMENT INVESTMENT POOL (LGIP): The aggregate of all funds from political 
subdivisions that are placed in the custody of the State Treasurer for investment and 
reinvestment. 

 

MARKET PRICE:  In general business, the price agreed upon by buyers and sellers of a product 
or service, as determined by supply and demand. 

 

MARKET VALUE:  The price at which a security is trading and could presumably be purchased 
or sold. 

 

MASTER REPURCHASE AGREEMENT: A written contract covering all future transactions 
between the parties to repurchase – reverse repurchase agreements that establishes each 
party’s rights in the transactions. A master agreement will often specify, among other things 
the right of the buyer-lender to liquidate the underlying securities in the event of default by 
the seller-borrower. 

 
MATURITY: The date upon which the principal or stated value of an investment becomes due 
and payable. 

 
MONEY MARKET: The market in which short-term debt instruments (bills, commercial paper, 
banker’s acceptances, etc.) are issued and traded. 

 

NEGOTIABLE CERTIFICATES OF DEPOSIT: Large denomination interest bearing deposits with a 
fixed maturity date that may be sold in the money market. 

 

OFFER: The price asked by a seller of securities. (When you are buying securities, you ask for 
an offer.) See ASKED and BID. 

 
OPEN MARKET OPERATIONS: Purchases and sales of government and certain other securities 
in the open market by the New York Federal Reserve Bank as directed by the FOMC in order to 
influence the volume of money and credit in the economy. Purchases inject reserves into the 
bank system and stimulate growth of money and credit; sales have the opposite effect. Open 
market operations are the Federal Reserve’s most important monetary policy tool. 
PAR: 1) 100% of the face amount of an issue. 2) The principal amount a holder will receive at 
the maturity of an issue. 
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PORTFOLIO: Collection of securities held by an investor. 
 

PREMIUM: 1) The amount by which the market price of an issue exceeds par. 2) The amount 
in excess of par that an issuer must pay to call in its bonds. 3) In the money market, the rate 
higher than the norm that one bank must pay to attract CD depositors. 

 

PRIMARY DEALER: A group of government securities dealers who submit daily reports of 
market activity and positions and monthly financial statements to the Federal Reserve Bank of 
New York and are subject to its informal oversight. Primary dealers include Securities and 
Exchange Commission (SEC)-registered securities broker-dealers, banks, and a few unregulated 
firms. 

 
PRIME RATE: The loan rate for the best customers of a bank. 

 

PRINCIPAL: 1) The dollar cost of an issue excluding accrued interest. 2) The one who takes 
ownership in a transaction, as opposed to brokering or acting as agent. 

 

PRUDENT PERSON RULE: An investment standard. In some states the law requires that a 
fiduciary, such as a trustee, may invest money only in a list of securities selected by the  
custody state-the so-called legal list. In other states the trustee may invest in a security if it is 
one which would be bought by a prudent person of discretion and intelligence who is seeking a 
reasonable income and preservation of capital. 

 
QUALIFIED PUBLIC DEPOSITORIES: A financial institution which does not claim exemption 
from the payment of any sales or compensating use of ad valorem taxes under the laws of this 
state, which as segregated for the benefit of the commission eligible collateral having a value 
of not less than its maximum liability and which has been approved by the Public Deposit 
Protection Commission to hold public deposits. 

 

RATE OF RETURN: The yield obtainable on a security based on its purchase price or its current 
market price. This may be the amortized yield to maturity on a bond the current income 
return. 

 

REPURCHASE AGREEMENT (RP OR REPO): A holder of securities sells these securities to an 
investor with an agreement to repurchase them at a fixed price on a fixed date. The Security 
“buyer” in effect lends the “seller” money for the period of the agreement, and the terms of 
the agreement are structured to compensate him for this. Dealers use RP extensively to 
finance their positions. Exception: When the Fed is said to be doing RP, it is lend money that 
is, increasing bank reserves. 
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SAFEKEEPING: A service to customers rendered by banks for a fee whereby securities and 
valuables of all types and descriptions are held in the bank’s vaults for protection. 

 

SECONDARY MARKET: A market made for the purchase and sale of outstanding issues 
following the initial distribution. 

 

SECURITIES & EXCHANGE COMMISSION: Agency created by Congress to protect investors in 
securities transactions by administering securities legislation. 

 

SEC RULE 15C3-1: See Uniform Net Capital Rule. 
 

SPREAD: 1) The yield or price difference between the bid and offer on an issue. 2) The yield or 
price difference between different issues. 

 

STRUCTURED NOTES: Notes issued by Government Sponsored Enterprises (FHLB, FNMA, 
SLMA, etc.) and Corporations that have imbedded options (e.g., call features, step-up coupons, 
floating rate coupons, derivative-based returns) into their debt structure. Their market 
performance is impacted by the fluctuation of interest rates, the volatility of the imbedded 
options and shifts in the shape of the yield curve. 

 

SWAP: The sale of one issue and the simultaneous purchase of another for some perceived 
advantage. 

 
TRADE DATE: The date on which the buyer and seller agree to a transaction. The trade date 
may or may not be the day on which the securities and money changes hands. 

 
TREASURY BILLS: A non-interest bearing discount security issued by the U.S. Treasury to 
finance the national debt. Most bills are issued to mature in three months, six months, or one 
year. 

 

TREASURY BONDS: Long-term coupon-bearing U.S. Treasury securities issued as direct 
obligations of the U.S. Government and having initial maturities of more than 10 years. 

 

TREASURY NOTES:  Medium-term coupon-bearing U.S. Treasury securities issued as direct 
obligations of the U.S. Government and having initial maturities from two to 10 years. 

 
UNIFORM NET CAPITAL RULE: Securities and Exchange Commission requirement that member 
firms as well as nonmember broker-dealers in securities maintain a maximum ratio of 
indebtedness to liquid capital of 15 to 1; also called net capital rule and net capital ratio. 
Indebtedness covers all money owed to a firm, including margin loans and commitments to 
purchase securities, one reason new public issues are spread among member so underwriting 
syndicates. Liquid capital includes cash and assets easily converted into cash. 
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YIELD: The rate of annual income return on an investment, expressed as a percentage. 
 

INCOME YIELD is obtained by dividing the current dollar income by the current market price 
for the security. (b) NET YIELD or YIELD TO MATURITY is the current income yield minus any 
premium above par or plus any discount from par in purchase price, with the adjustment 
spread over the period from the date of purchase to the date of maturity of the bond. 
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Appendix D – BANK/SAVINGS AND LOAN QUESTIONAIRE AND CERTIFICATION 

 
 

LAS VIRGENES MUNICIPAL WATER DISTRICT 
DEPARTMENT OF FINANCE & ADMINISTRATION 

 
BANK/SAVINGS AND LOAN QUESTIONNAIRE AND CERTIFICATION 

 

1. Name of Firm:     

2. Address:     

3. Telephone No:     
 

Direct Nat. Headquarters 

4. Primary Representative: Manager: 

Name: Name:     

Title: Title:     

Telephone No: Telephone No:     

5. What is your Community Reinvestment Act ("CRA") Rating?     

6. What are the Total Assets of the Bank/Savings and Loan?      

 
 

7. What is the current Net Worth Ratio of your institution? 
 

8. What was the Net Worth Ratio for the Previous Year? 
 

9. What are your required Capital Ratios? 

A. Tangible Capital Ratio     

B. Core Capital Ratio    

C. Risk-Based Capital Ratio     

10. What are your Ratings (i.e., S&P, Moody's, Fitch)?      

11. What is the date of your Fiscal Year-End?    

Has there been a year during the past three years in which the Bank/Savings and 

Loan did not make a profit? Yes No 

12. Have you read the California Government Code Section 53630 through 53684 
pertaining to the State's requirements governing the deposit of monies by Local 
Agencies? Yes No 

13. Amounts above the FDIC insurance coverage must be collateralized as specified i 
the Government Code.  Where is the collateral for Deposits held? 

 
 

Has there ever been a failure to fully collateralize? If Yes, please attach explanation. 

Yes No 

14. What is the education level of the Primary Contact(s)?      

15. How many years of related experience does the Primary Contact(s) have?      

16. What other banking services would you be interested in providing the District? 
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Appendix D – BANK/SAVINGS AND LOAN QUESTIONAIRE AND CERTIFICATION 

 
 

17. What transaction documents and reports would we receive?     

 
 

18. What information would you provide to our Treasurer and/or Deputy Treasurer? 

 
 

19. Describe the precautions taken by your Bank/Savings and Loan to protect the 
interest of the public when dealing with government agencies as depositors or 
investors. 

 

 
 

20. Please provide your Contract of Deposit of Moneys pre-signed and sealed by your 
institution, as well as, any signature cards that you may require. 

21. Please provide your Wiring Instructions:     

 
 

22. Please provide your Bank/Savings and Loan most recent certified financial 
statement.  In addition, an audited financial statement must be provided within 
120 days of your fiscal year-end. 

 
- CERTIFICATION - 

 

I hereby certify that I have personally read Las Virgenes Municipal Water District’s (the 
“District”) Investment Policy and the California Government Codes pertaining to the 
investments and deposits of the District, and have implemented reasonable procedures 
and a system of controls designed to preclude imprudent investment activities arising 
out of transactions conducted between our firm and the District. I understand 
however, that our firm is not obligated to monitor the percentage limits on 
the investments as described in the policy. All sales personnel will be routinely 
informed of District investment objectives, horizon, outlook, strategies and risk 
constraints whenever we are so advised. We pledge to exercise due diligence in 
informing District Investment Officers of all foreseeable risks associated with financial 
transactions conducted with our firm. I attest to the accuracy of our responses to your 
questionnaire. 

 

NOTE: Completion of Questionnaire is only part of District’s Certification 
process and DOES NOT guarantee that the applicant will be approved 
to do business with the District. 

 
Signature:    Date:     

Name:  Title:      

 

Countersigned:    Date:    

Name:  Title:       
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Appendix E – BROKER/DEALER QUESTIONAIRE AND CERTIFICATION 

 
 

LAS VIRGENES MUNICIPAL WATER DISTRICT 
DEPARTMENT OF FINANCE & ADMINISTRATION 

 
BROKER/DEALER QUESTIONNAIRE AND CERTIFICATION 

 

1. Name of Firm:    

2. Address:    

3. Telephone No:    
 

Direct Nat. Headquarters 

4. Primary Representative: Manager/Partner-in-Charge: 

Name:   Name:     

Title:   Title:     

Telephone 
Telephone No:    No: 

 

Sales:  Sales:     

No. of Years with 
No. of Years with Firm:    Firm: 

 

5. Are you a Primary Dealer in U.S. Government Securities? Yes No 

6. Are you a Regional Dealer in U.S. Government Securities? Yes No 

7. Are you a Broker instead of a Dealer? (i.e. You DO NOT own positions of securities) 

Yes No 

8. Are you FINRA certified and licensed to sell in California Municipalities? 

Yes No 

9. What is the net capitalization of your firm?    

10. What is the date of your Fiscal Year-End?    

11. Is your firm owned by a Holding Company? Yes No 

If so, what is its name and net capitalization?    

 
 

12. Please provide your Wiring and Delivery Instructions: 
 

 
 

13. Which of the following instruments are offered regularly by your local desk? 

T-Bills Treasury Notes/Bonds 

NCD’s Agencies (specify)     

BA’s (Domestic) BA’s (Foreign) 

Mid-Term Notes Commercial Paper 

Repurchase Agreements Reverse Agreements 

14. Which of the above does your firms specialize in Marketing?     

 
 

15. Please identify your most directly comparable Local Agency clients in our 
geographical area: 

Contact Person:    
102
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Appendix E – BROKER/DEALER QUESTIONAIRE AND CERTIFICATION 

 
 

Telephone No:  Client Since:    

16. What reports, transactions, confirmations and paper trail would we receive? 

 
 

17. Please include samples of research reports or market information that your firm 

regularly provides to local agency clients. 

18. What precautions are taken by your firm to protect the interest of the public 

when dealing with government agencies as investors? 
 

 
 

19. Have you or your firm been censured or punished by a Regulatory State or 
Federal Agency for improper or fraudulent activities, related to the sale of 
securities? Yes No 

20. If yes, please explain:     

 
 

21. Attach certified documentation of your capital adequacy and financial solvency. 
In addition, an audited financial statement must be provided within 120 days f 
your fiscal year-end. 

 
- CERTIFICATION - 

 

I hereby certify that I have personally read Las Virgenes Municipal Water District’s (the 
“District”) Investment Policy and the California Government Codes pertaining to the 
investments and deposits of the District, and have implemented reasonable procedures 
and a system of controls designed to preclude imprudent investment activities arising 
out of transactions conducted between our firm and the District. I understand 
however, that our firm is not obligated to monitor the percentage limits on 
the investments as described in the policy. All sales personnel will be routinely 
informed of District investment objectives, horizon, outlook, strategies and risk 
constraints whenever we are so advised. We pledge to exercise due diligence in 
informing District Investment Officers of all foreseeable risks associated with financial 
transactions conducted with our firm. I attest to the accuracy of our responses to your 
questionnaire. 

 

NOTE: Completion of Questionnaire is only part of District’s Certification 
process and DOES NOT guarantee that the applicant will be approved 
to do business with the District. 

 
Signature:    Date:     

Name:  Title:      

 

Countersigned:    Date:    

Name:  Title:       
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Appendix F – INVESTMENT POOL QUESTIONAIRE 

 
 

LAS VIRGENES MUNICIPAL WATER DISTRICT 
DEPARTMENT OF FINANCE & ADMINISTRATION 

 
INVESTMENT POOL QUESTIONNAIRE 

 

SECURITIES 

1. Does the pool provide a written statement of investment policy and objectives? 

Yes No 

2. Does the statement contain the following (check all that apply): 

A description of eligible investment instruments 

The credit standards of investments 

The allowable maturity range of investments 

The maximum allowable dollar weighted average portfolio maturity 

The limits of portfolio concentration permitted for each type of security 

The policy of reverse repos 

3. Are the changes in the policies communicated to the pool participants? 

Yes No 

INTEREST 

4. Does the pool disclose the following about yield calculations (check all that apply): 

Methodology is used to calculate interest (simple maturity, yield to maturity, etc.) 

Frequency of interest payments 

How interest is paid 

How gains/losses are reported (factored monthly or only when realized) 

5. How often is the yield reported to participants of the pool?     

6. Are expenses of the pool deducted before quoting the yield? Yes No 

If no, please explain:     

7. Is the yield generally in line with the market yields for securities in which you 

usually invest? Yes No 

SECURITY 

8. Does the pool disclose safekeeping practices? Yes No 

If yes, what are they?     

 
 

9. Is the pool subject to audit by an independent auditor? Yes No 

10. Is a copy of the audit available to participants? Yes No 

11. Who makes the portfolio decisions?      

 
 

12. How does the manager monitor the credit risk of the securities in the pool? 
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Appendix F – INVESTMENT POOL QUESTIONAIRE 

 
 

13. Is the pool monitored by someone on the board or a separate, neutral party 
external to the investment function to ensure compliance with written policies? 

 
 

14. Does the pool have specific policies with regard to repurchase agreements? 

Yes No 

If yes, what are those policies?    

15. Does the pool report the portfolios market value? Yes No 

16. Does the pool disclose the following about portfolio valuations (check all that apply): 

Frequency with which the portfolio securities are valued 

Method used to value the portfolio (cost, current value, or other method) 

17. Are statements for each account sent to participants? Yes No 

Do statements show balances, transactions and yield?  Yes  No 

18. How does the pool distribute detailed reports of its holdings? 

Regularly Upon Request Only 

FEES 

19. Is there a written schedule of administrative costs? Yes No 

What                             are                             the                             fees?      

How often                        are                        they                        assessed?      

How are                                           they                                           paid?     

Are there additional fees for wiring funds?      

20. Are expenses deducted before quoting the yield? Yes No 

OPERATIONS 

21. Does the pool limit eligible participants? Yes No 

What entities are permitted to invest in the pool?     

 
 

22. Does the pool allow multiple accounts and subaccounts? Yes No 

23. Is there a minimum or maximum account size? Yes No 

If yes, what is minimum/maximum?    

24. How many transactions are permitted each month?    

25. Is there a limit on transaction amounts permitted each month? Yes  No 

What is the minimum and maximum withdrawal amount permited?     

 
 

What is the minimum and maximum deposit amount permitted? 
 

 
 

26. Does the pool require one or more day/s notice for deposits and/or withdrawals? 

Yes No 

27. Is there a cutoff time for deposits and withdrawals? Yes No 
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Appendix F – INVESTMENT POOL QUESTIONAIRE 

 
 

If yes, what is it?    

28. Are the funds 100% withdrawable at any time? Yes No 

29. Are there procedures for making deposits and withdrawals? Yes No 

What paperwork required, if any?     

What are the wiring procedures?     

30. Can an account remain open with zero balance? Yes No 

31. Are confirmations sent following transactions? Yes No 
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Appendix G - LIST OF PRIMARY GOVERNMENT SECURITIES DEALERS 

List of the Primary Government Securities Dealers Reporting to the Government Securities 
Dealers Statistics Unit of the Federal Reserve Bank of New York: 

Bank of Nova Scotia, New York Agency 
BMO Capital Markets Corp. 
BNP Paribas Securities Corp. 
Barclays Capital Inc. 
Cantor Fitzgerald & Co. 
Citigroup Global Markets Inc. 
Credit Suisse Securities (USA) LLC 
Daiwa Capital Markets America Inc. 
Deutsche Bank Securities Inc. 
Goldman, Sachs & Co. 
HSBC Securities (USA) Inc. 
Jefferies LLC 
J.P. Morgan Securities LLC 
Merrill Lynch, Pierce, Fenner & Smith Incorporated 
Mizuho Securities USA Inc. 
Morgan Stanley & Co. LLC 
Nomura Securities International, Inc. 
RBC Capital Markets, LLC 
RBS Securities Inc. 
SG Americas Securities, LLC 
TD Securities (USA) LLC 
UBS Securities LLC. 
Wells Fargo Securities LLC. 

NOTE: This list has been compiled and made available for statistical purposes only and has no 
significance with respect to other relationships between dealers and the Federal Reserve Bank 
of New York. Designation of an entity as a primary dealer by the New York Fed in no way 
constitutes a public endorsement of that entity by the New York Fed, nor should such 
designation be viewed as a replacement for prudent counterparty risk management and due 
diligence. 

Government Securities Dealers Statistics Unit 
Federal Reserve Bank of New York 
April 18, 2016 
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ITEM 7A

June 13, 2017 LVMWD Regular Board Meeting

TO: Board of Directors

FROM: Facilities & Operations

Subject : Westlake Pump Station Upgrade Project: Final Acceptance

SUMMARY:

On December 8, 2015, the Board awarded a construction contract to Pacific Hydrotech
Corporation, in the amount of $3,904,400, for the Westlake Pump Station Upgrade Project. 
The project included the replacement of five natural gas engines with electrical motors,
ranging from 200 HP for raw water pumps to 600 HP for filtered water pumps, including
variable frequency drives; replacement of Filtered Water Pump No. 2; replacement of an
existing liquid propane gas tank with a 1,500 kW emergency diesel generator and
associated electrical and control system upgrades.
 
The work has been completed, and there are no outstanding issues to prevent acceptance of
the project.  As a result, staff recommends filing a Notice of Completion, authorizing the
General Manager to approve a change of scope for MSO Technologies, Inc., in the amount of
$13,600, for additional professional services during construction and releasing the retention as
stipulated in the contract documents.

RECOMMENDATION(S):

Execute a Notice of Completion and have the same recorded; in the absence of claims from
subcontractors and others, release the retention, in the amount of $203,367.00, within 30
calendar days after filing the Notice of Completion; and authorize the General Manager to
approve a change of scope for MSO Technologies, Inc., in the amount of $13,600, for
additional professional services for the Westlake Pump Station Upgrade Project.

FISCAL IMPACT:

Yes

ITEM BUDGETED:

Yes
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FINANCIAL IMPACT:

The total cost of the project was $4,620,960.09.  Sufficient funding for the project is available
in the adopted Fiscal Year 2016-17 Budget.  The total appropriation for the project was
$5,149,234.  No additional appropriation is required, and the remaining appropriation can be
released.
 
Following is a summary of the total project cost:
 
Description Cost
Design and Construction Support
(HDR)

$206,590.00

Professional Services (MSO) $48,880.00
Construction Award $3,904,400.00
Change Order No. 1 $129,073.83
Change Order No. 2 $33,867.53
Construction Management (Kennedy
Jenks)

$114,922.00

District Labor $93,395.11
G&A $89,831.62
Total Project Cost $4,620,960.09

DISCUSSION:

Background:
 
The Westlake Pump Station Upgrade was an integral part of the 1235-ft Backbone
Improvements Program to modernize the pump station, making it more reliable and easier to
maintain.  The only remaining project for the Backbone Improvements Program is the Las
Virgenes-Calleguas Interconnection Project, which is currently in the design phase of work.
 
Change Orders:
 
There were a total of two change orders during construction.  Change Order No. 1, in the
amount of $129,073.83, included an extension of 37 calendar days and was administratively
approved by the General Manager.  The change order was reported to the Board on
September 13, 2016.  The work included the rehabilitation of existing pumps and substitution
of specified equipment to address future maintenance needs.
 
Change Order No. 2 (copy attached), in the amount of $33,867.53, was also administratively
approved by the General Manager.  The work consisted of adding an anti-cavitation trim to a
16-inch pressure sustaining valve, replacing a corroded shaft for Filtered Water Pump No.
3 and several other smaller items that were requested by staff due to differences
in field conditions as compared to the plans and specifications.
 
The total aggregate amount for the two change orders was $162,941.36, which is
approximately 4.2% of the original contract amount. 
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Scope Change:
 
MSO Technologies, Inc., was awarded a professional services agreement, in the amount of
$35,280, for design of the SCADA control system and to provide construction support and
PLC programming for the project.  MSO requesting an additional $13,600 to cover the
following costs:  attending additional meetings requested by District staff; designing and
programming an entirely new pump station control panel instead of modifying the existing
panel; providing emergency generator test monitoring as requested by District staff; and
extending the duration of commissioning efforts for automated valves, pumps, variable
frequency drives and instruments due to challenges with the contractor's installation of the
facilities.  Given the circumstances, staff recommends approval of this scope change at a cost
of $13,600.
 
A contract for construction management services, in the amount of $287,305, was awarded to
Kennedy/Jenks Consultants for the Westlake Filtration Plant Expansion and Pump Station
Upgrade Projects.  Of the total amount, $114,922 (40%) was allocated for construction
management of the Westlake Pump Station Upgrade Project.  Kennedy/Jenks Consultants
completed the work within the approved budget.
 
Rebates from SCE:
 
Energy efficiency rebates, in the amount of approximately $5,000, were received from
Southern California Edison due to the installation of variable frequency drives and the
new Filtered Water Pump No. 2.

GOALS:

Construct, Manage and Maintain All Facilities and Provide Services to Assure System
Reliability and Environmental Compatibility

Prepared by:  John Zhao, P.E., Principal Engineer

ATTACHMENTS:
Descr ipt ion

Notice of Completion
Change Order No. 2
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ITEM 7B

INFORMATION ONLY

June 13, 2017 LVMWD Regular Board Meeting

TO: Board of Directors

FROM: Facilities & Operations

Subject : Agoura Road 24-Inch Potable Water Transmission Main Repair: End of
Emergency

SUMMARY:

On May 8, 2017, the District's 24-inch potable water transmission main in Agoura Road,
approximately 300 feet west of the Agoura Animal Shelter, was hit and damaged by a
contractor performing directional drilling for installation of a fiber optic conduit. District crews
responded quickly to the incident, completing a temporary repair and restoring water service
by 5:00 a.m. the following morning.

The Board declared the damage to the Agoura Road 24-inch potable water transmission main
an emergency requiring immediate action, without delay, and ratified the General Manager's
approval of a purchase order to Toro Enterprises, Inc., in an amount not to exceed $40,000,
for the emergency repair of the pipeline without notice for bids on May 23, 2017.  As of June
1, 2017, the repairs have been completed, and there is no longer a need for the declaration of
emergency.

The total cost of the work was $40,535,09, which is slightly higher than the amount 
previously-ratified by the Board.  As a result, staff recommends that the Board ratify the 
higher amount required for completion of the repair.

RECOMMENDATION(S):

Ratify the General Manager's approval of a purchase order to Toro Enterprises, Inc., in the
amount of $40,535.09, for the emergency repair of the 24-inch potable water transmission
main on Agoura Road.

FISCAL IMPACT:

Yes
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ITEM BUDGETED:

No

FINANCIAL IMPACT:

The total cost of the work was $40,535.09.

GOALS:

Construct, Manage and Maintain All Facilities and Provide Services to Assure System
Reliability and Environmental Compatibility

Prepared by:  Larry J. Miller, Water System and Facilities Manager
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ITEM 7C

June 13, 2017 LVMWD Regular Board Meeting

TO: Board of Directors

FROM: Facilities & Operations

Subject : Potable Water and Sewer Service Capacity Fees: Public Hearing

SUMMARY:

On November 22, 2016, staff presented the Board with a phased approach for updating its
water and sewer service capacity fees to reflect current costs.  The updated costs were
identified in a 2016 Capacity Fee Study prepared by Raftelis Financial Consultants.  Because
the study recommended significant increases to both the potable water and sewer service
capacity fees, the Board expressed a preference for a three-year implementation plan to
update the fees.  Staff recommends that the first year of the three-year implementation
plan begin on July 1, 2017.
 
In late 2016, staff initiated a public outreach campaign to notify customers of the proposed
capacity fee increase.  The campaign included information published on the District’s website
and directly mailed to potentially affected customers, developers and engineering firms, the
Building Industry Association of Southern California and local city and County departments.

RECOMMENDATION(S):

Conduct a public hearing for the proposed update to the Potable Water and Sewer Service
Capacity Fees.

FISCAL IMPACT:

No

ITEM BUDGETED:

No

FINANCIAL IMPACT:

There is no financial impact associated with conducting a public hearing.  Adoption of the
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proposed update to the capacity fees will be recommended for the Board's consideration on
June 27, 2017.

DISCUSSION:

The District’s current potable water and sewer service capacity fees were last modified in
2004.  For reference, Attachment 1 provides the currently-adopted capacity fee schedule. 
The District contracted with Raftelis Financial Consultants (RFC) in February 2016 to evaluate
and update the District’s capacity fees.  The goal of the Capacity Fee Study was to identify the
financial resources required for the District to construct facilities to meet future needs from
new customers and accommodate planned growth within the service area.  The
following foundational information used for the study: (1) Potable Water, Recycled Water and
Sanitation Master Plan Updates 2014; (2) Infrastructure Investment Plan; and (3) 2015
Potable Water, Recycled Water and Sanitation Rate Study Report.
 
On July 12, 2016, staff and RFC provided the Board with an overview of the proposed
capacity fee review process, discussed updates to the District's Capacity Fee Policy
Principles and determined the appropriate methodologies for capturing the District’s existing
and future system costs related to growth.
 
On November 22, 2016, RFC presented the Board with the preliminary results of the 2016
Capacity Fee Study (RFC Study) and revisited the approach used for calculating the potable
water and sewer capacity fees.  In addition, staff presented an analysis of the District's
administration, meter, and installation components of cost ("Administrative Costs") that are
required in addition to those identified in the RFC Study.  The proposed capacity fees are the
combined result of those reflected in the RFC Study and the updated Administrative Costs
identified by staff.
 
Due to the substantial proposed increases, staff recommended to the Board a three-year
implementation plan for the recommended capacity fees.  The Board concurred with the
approach and directed staff to initiate adjustment of the District’s capacity fees and a robust
public outreach program to notify potentially affected customers.  Attachment 2 details the
proposed fee schedule, which would become effective on July 1, 2017.
 
In addition to three-year implementation plan, the Board approved – in concept – a one-year
“grace period” for customers who have made connection fee deposits prior to July 1, 2017.
 The proposed grace period would give customers with connection fees on deposit with the
District until June 30, 2018 to receive water service through an active connection based on the
capacity fee schedule adopted in 2004.
 
As proposed, service connections with fee deposits that are activated after June 30, 2018
would be subject to the updated fees, and the deposit would be applied toward the updated
fees.  Attachment 3 consists of an Frequently Asked Questions (FAQs) document, providing
information on a number of the issues related to the District’s proposed capacity fees update.
 
To communicate the proposed capacity fee update to District customers, staff carried out an
outreach effort that included the following:
 

Publishing the proposed capacity fees, FAQs and RFC Study on the District’s website at
http://www.lvmwd.com/for-customers/rates-and-fees/proposed-capacity-fee-changes-2017;
Sending a direct notification letter with FAQs to developers, cities, Los Angeles County,
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engineering firms, contractors and the Building Industry Association of Southern California;
Sending a notification letter (Attachment 4) to customers with capacity fee deposits; and
Providing hard-copies of the FAQs at the Engineering and Customer Service Counters.

 
Attachment 5 provides a redlined version of the proposed changes to  the Las Virgenes
Municipal Water District Code to implement the first year of the capacity fee update.  Staff
proposes to bring back a recommendation for adoption of the updated capacity fees and
amendment of the Las Virgenes Municipal Water District Code for the Board's consideration
on June 27, 2017.

GOALS:

Ensure Effective Utilization of the Public's Assets and Money

Prepared by:  Douglas Anders, Administrative Services Coordinator

ATTACHMENTS:
Descr ipt ion

Attachment 1 - Current Capacity Fees
Attachment 2 - Proposed Capacity Fees
Attachment 3 - Capacity Fees FAQs
Attachment 4 - Notification Letter
Attachment 5 - Proposed Changes to LVMWD Code, Redlined Version
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Las Virgenes Municipal Water District Capacity Fees 
Frequently Asked Questions (FAQ) 

 

1) What are Capacity Fees? 

 Capacity fees are one-time capital charges to new developments as a means for new water 
and/or sanitation customers to pay a proportional share of the costs for the capital facilities 
needed to provide the service(s). Capacity fees are also commonly known as connection fees, 
development charges, or impact fees. 

2)  Who pays capacity fees? 

 All new-construction sanitation and water system customers must pay the capacity fee(s) before 
connecting to either the water or sanitation system. 

3)  Why are existing customers exempt from the new fee structure? 

 Existing customers already paid capacity fees before they received water and sanitation services 
from the District. 

4)  Are capacity fees a new thing? If not, what’s changing? 

 Capacity fees are not new. However, from time to time it is necessary to update them in order to 
recover equitable water and sanitation system capital costs from new customers. 

5)   When were the fees last updated? 

Las Virgenes Municipal Water District last updated its capacity fees in 2003 - 2004. In July of 
2016, the District contracted with Raftelis Financial Consultants to review and propose updates 
to the capacity fee structure that more accurately reflects the costs of providing services for new 
connections.  

6) What is the current and proposed capacity fee for a typical new-construction single-family 
residential customer to connect to the water system? 

The current connection fee for a single ¾” water meter connection (typical for a new single 
family home) is $8,820. The findings of the recently-completed capacity fee study indicate that 
the same connection should be priced at $17,017. The following table shows current and 
proposed capacity fees. Capacity fees increase as the meter size increases because larger meters 
place greater demand on the system.   

7) What is the current and proposed capacity fee for typical new-construction single-family 
residential customer to connect to the sewer system? 

The current capacity fee for a single equivalent residential unit (ERU) for a sanitation customer is 
$7,000. The recently-completed capacity fee study indicates that the fee should be increased to 
$11,850. The following table shows current and proposed capacity fees. The capacity fee for the 
U-3 and B sewer areas (Woolsey Canyon and Chatsworth) will not change.  Those costs are based 
on fees the District pays to the City of Los Angeles for providing sanitation (sewer) service at 
those locations. 
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8)  Does the District intend to increase the rates all at once, or gradually over a period of time?  

The Las Virgenes Municipal Water District Board of Directors indicated a preference for a 
phased-in approach to implementing the updated capacity fees. A phased-in approach would 
escalate the fees annually over a three-year period starting with the current fees (adjusted for 
inflation) with increases each year until the recommended fee level is reached. Table 1 shows 
proposed capacity fees for a typical single-family unit with phased increases. 

Table 1 – Capacity Fees -  Phased Increases 

 

Table applies to a typical single-family residence with ¾” meter 

9)  Why are the proposed increases so large? 

As stated above, the last time capacity fees were adjusted was in 2003. The proposed fees 
recognize the total current value of the water and sanitation systems and capital costs 
associated with building the infrastructure of those systems - including the costs to 
accommodate growth (new connections). 

10) When were the current fees adopted? 

The current capacity fee structure went into effect on January 1, 2004.  

11) What if I’ve already made a “pre-paid deposit” for connection fees for a project? 

On November 22, 2016 the Las Virgenes Municipal Water District Board discussed and approved 
- in concept - a one year “grace period” for customers who have pre-paid connection fee 
deposits. The proposed grace period will give customers with pre-paid deposits (deposits made 
prior to July 1, 2017) until June 30, 2018 to finalize their service connection under the rate 
structure adopted in 2004. Service connections made after June 30, 2018 will be subject to the 
updated fees, with the pre-paid deposit amount being applied towards the total bill. 

12) What is an ERU and what significance does that have in regards to capacity fees? 

An ERU stands for “Equivalent Residential Unit”. Equivalent residential units – or ERU’s – relate 
types of commercial and public facilities to the average usage of a single-family residence. When 
you apply for a sewer service connection with LVMWD, we calculate how many “ERU’s” your 
project is equivalent to (each 25 fixture unites equals one ERU) to determine your fee. Under our 
current fee structure, a project that is determined to be equal to 2.5 ERU’s would pay connection 
fees for 3 ERU’s (3 X Current Capacity Fee - No proration of connection fee). Beginning in July 
2017, we are modifying our connection fee schedule to allow for the proration of the connection 
fee, so projects that are determined to have fractional ERU’s will be able to pay a prorated fee 
(for the example above, the fee would be determined by multiplying 2.5 X Current Capacity Fee - 
Proration of connection fee).  A minimum of one ERU will be charged with a minimum proration 
of 1/5 of an ERU for any additional ERUs.  Residential units are charged one ERU only with no 
proration.   

  

Potable Water Sanitation
Current 8,820$               7,000$      
July 2017 13,566$             10,021$    
July 2018 15,786$             11,669$    
July 2019 18,244$             12,645$    
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13)  When will the new capacity fees take effect? 

The proposed fee structures for water and sanitation capacity fees are anticipated to take effect 
on July 1, 2017. The Board will hold a hearing at least thirty (30) days before any fee adjustments 
take effect. 

14)  Will there be an opportunity to comment on the proposed fees before they are adopted? 

The Las Virgenes Municipal Water District Board is expected to take action on the proposed 
connection fees in early 2017. Notifications of Board meetings and agenda items can be found at 
www.LVMWD.com/Board-Meetings . 

15) Where can I get more information regarding the proposed capacity fees? 

The 2016 study is available online at www.LVMWD.com/Final-Report. Additionally, the Board 
will hold a hearing on the proposed fees in the first half of 2017. Notifications of Board meetings 
and agenda items are also available at the District’s website. You may also contact Facilities and 
Operations Department at danders@lvmwd.com.  

 

Table 2 - Potable Water Capacity Fee Roadmap 

 

Table 3 - Sanitation Capacity Fee Roadmap 
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ITEM 8A

June 13, 2017 LVMWD Regular Board Meeting

TO: Board of Directors

FROM: Finance & Administration

Subject : Proposed Operating and Capital Improvement Budget for Fiscal Year
2017-18

SUMMARY:

The proposed Fiscal Year (FY) 2017-18 Budget is $65.3 million, which is 8.0% below the
approved budget plan and 22.7% lower than the FY 2016-17 Budget of $84.4 million, primarily
due to a decrease in planned expenditures for capital improvement projects.  Two major
capital improvement projects included in the proposed FY 2017-18 Budget are the Tapia
Process Air Improvements Project and the Pure Water Project Las Virgenes-Triunfo.
 
Operating expenses for FY 2017-18 are budgeted at $49.2 million, which is a 3.7% increase
from the previous fiscal year's budget of $47.4 million.  The increase in operating budget
reflects a gradual rebound in water demands, recognizing the improved supply situation
conditions.
 
As compared to the approved budget plan, the proposed budget includes an increase of
$65,628 from the Potable Water Enterprise; an increase of $21,226 from the Recycled Water
Enterprise, an increase of $5,490 from the Sanitation Enterprise and an increase of $106,496
from the Internal Services Fund.  In addition, the proposed budget includes a proposed an
increase of approximately $1.4 million for the District's share of a potential land acquisition
included in the JPA Budget adopted on June 5, 2017.
 
Staff recommends that the Board adopt the FY 2017-18 Budget, authorize the General
Manager to pre-pay the District's annual required contribution to CalPERS, approve changes
to the District's Financial Policies and adopt a resolution updating salaries for employees.

RECOMMENDATION(S):

Adopt the proposed Fiscal Year 2017-18 Budget; authorize the General Manager to pre-pay
the District’s annual required contribution to CalPERS for unfunded accrued liability, in the
amount of $1,178,250; approve the proposed changes to the District's Financial Policies; and
pass, approve and adopt Resolution No. 2520, establishing salaries for employees.
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RESOLUTION NO. 2520
 
A RESOLUTION OF THE BOARD OF DIRECTORS OF LAS VIRGENES MUNICIPAL
WATER DISTRICT ESTABLISHING SALARIES FOR EMPLOYEES
 
(Reference is hereby made to Resolution No. 2520 on file in the District’s Resolution Book
and by this reference the same is incorporated herein.)

FISCAL IMPACT:

Yes

ITEM BUDGETED:

Yes

FINANCIAL IMPACT:

This action consists of adopting a proposed FY 2017-18 Budget of $65.3 million.

DISCUSSION:

Budget Process:
 
In June 2016, the Board adopted the FY 2016-17 Budget and approved the FY 2017-18
Budget Plan.  The budget process for FY 2017-18 began in January 2017.  Staff reviewed
the budget plan, proposed any significant changes to the approved budget plan and updated
budgets where necessary.
 
In early April 2017, the General Manager met with representatives from each Department to
discuss and review the budget in detail and discuss any significant changes.  The changes
proposed by the General Manager were incorporated into the proposed budget for the
Board's consideration.
 
On May 4, 2017, the Board reviewed the significant changes to the proposed FY 2017-18
Budget for operating revenues and expenses, project capacity fees and capital projects.
 
Proposed Budget:
 
The proposed FY 2017-18 Budget reflects total expenses of $65.3 million.  This amount is
comprised of $49.2 million in operating expenses, $11.2 million in capital projects, $2.8 million
in debt service, $0.2 million in other non-operating expenses, and a $1.9 million contribution to
working capital.  The budget also reflects revenues of $42.4 million from water sales; $17.9
million in sanitation revenues; $0.9 million from capacity fees; $0.5 million from standby
charges; and $3.6 million from interest, grants and other non-operating income.
 
Salary Resolution:
 
Resolution No. 2520 (copy attached) reflects the changes to employee salaries, effective July
1, 2017, pursuant to existing Memorandums of Understanding that were previously approved
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by the Board.  In  addition, the resolution proposes a 2% salary increase for the District's four
unrepresented positions, which is consistent with the 2% increase provided to employees
represented by the Management Unit.
 
Financial Policies:
 
The attached version of the District's Financial Policies includes an update to Policy 11,
reflecting reference to the development of the JPA's indirect potable reuse project, known
as the Pure Water Project Las Virgenes-Triunfo. 
 
Prepayment of Annual Required Contribution to CalPERS:
 
In the past, CalPERS provided member agencies with a discount for prepayment of both
annual normal contributions and unfunded accrued liability amounts, also known as "employer
contributions."  In an attempt to better match contributions with current payroll cost, CalPERS
now limits prepayment to only the unfunded accrued liability amount.
 
The District has prepaid its member contribution since 2004.  For Fiscal Year 2017-18, the
discount amounts to approximately 3.55% of the District's annual unfunded liability contribution
of $1,221,636, resulting in a cost-savings of $43,386.  The prepayment, in the amount of
$1,178,250, must be made no later than July 31, 2017.  The normal contribution of $927,377
will be paid as part of the payroll reporting process.  The estimated total employer CalPERS
contribution for FY 2017-18 is $2,105,587, which is $2,148,973 less the $43,386 prepayment
savings.
 
Attached for reference is a copy of the statement from CalPERS for the annual required
contribution.  Staff recommends that the District prepay its annual unfunded liability amount to
achieve the associated cost-savings; the proposed budget reflects this recommendation.

GOALS:

Ensure Effective Utilization of the Public's Assets and Money

Prepared by:  Angela Saccareccia, Finance Manager

ATTACHMENTS:
Descr ipt ion

Proposed Fiscal Year 2017-18 Budget
Resolution No. 2520 - Updated Salary Schedule
Proposed Financial Policies
CalPERS Prepayment Statement
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The proposed budget document is available for public review at District Headquarters, 4232 Las 
Virgenes Road, Calabasas, or online at the http://www.lvmwd.com/about-us/adopted-budget-and-
annual-financial-reports . 
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RESOLUTION NO. 2520

A RESOLUTION OF THE BOARD OF DIRECTORS OF LAS VIRGENES MUNICIPAL 
WATER DISTRICT ESTABLISHING SALARIES FOR EMPLOYEES 

BE IT RESOLVED BY THE BOARD OF DIRECTORS OF LAS VIRGENES 
MUNICIPAL WATER DISTRICT as follows: 

Section 1. Purpose and Scope 

This resolution establishes salary levels for employees. 

Section 2. General and Office Unit Classifications: Effective July 1, 2017 

(a) Effective July 1, 2017, classifications in the General Unit and Office Unit shall 
be paid between the following starting and ending hourly salaries. 

Classification Starting Salary Ending Salary 

Account Clerk I $19.414 $26.766 
Account Clerk II $21.659 $29.863 
Accounting Technician $24.652 $33.987 
Buyer $27.776 $38.297 
Chief Water Treatment Plant Operator $34.570 $47.668 
Collections Systems Technician $26.166 $36.080 
Compliance Inspector $27.776 $38.297 
Computer Support Specialist $27.776 $38.297 
Cross Connection Inspector $28.899 $39.846 
Customer Service Representative $22.968 $31.666 
Electrical/Instrumentation Technician I $27.228 $37.543 
Electrical/Instrumentation Technician II $31.926 $44.023 
Facilities Inspector $30.376 $41.884 
Facilities Maintenance Worker $20.815 $28.669 
Field Customer Service Representative I $20.610 $28.415 
Field Customer Service Representative II $22.764 $31.386 
Fleet Technician $27.228 $37.543 
GIS Coordinator $31.926 $44.023 
Laboratory Assistant $21.234 $29.277 
Laboratory Technician I $25.146 $34.670 
Laboratory Technician II $29.485 $40.654 
Maintenance Mechanic I $25.146 $34.670 
Maintenance Mechanic II $29.485 $40.654 
Network/Security Coordinator $31.926 $44.023 
Planning & New Development Technician $29.775 $41.052 
Receptionist/Office Assistant $20.586 $28.385 
Secretary $24.357 $33.582 
Senior Account Clerk $22.992 $31.701 
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Senior Accounting Technician $29.960 $37.172 
Senior Electrical/Instrumentation Technician  $34.570 $47.688 
Senior Field Customer Service Representative $28.335 $39.066 
Senior Maintenance Mechanic $31.926 $44.023 
Senior Water Distribution Operator $33.222 $45.808 
Senior Water Reclamation Plant Operator $33.222 $45.808 
Senior Water Worker $28.335 $39.066 
Storekeeper $26.162 $36.073 
Technical Services Support Specialist $26.693 $36.439 
Water Reclamation Plant Operator I $24.652 $33.987 
Water Reclamation Plant Operator II $30.681 $42.303 
Water Reclamation Plant Operator in Training $22.764 $31.386 
Water Treatment Plant Operator II $26.166 $36.080 
Water Treatment Plant Operator III $30.075 $41.470 
Water Worker I $20.610 $28.415 
Water Worker II $22.764 $31.386 
Water Worker III $26.166 $36.080 

 
(b) Whenever possible, personnel will be hired at the above listed starting salary.  

With the approval of the General Manager, advanced step placement is 
possible to recruit an exceptionally well qualified candidate or to complete a 
difficult recruitment.  Employees will be subject to annual merit review for 
possible increases. 

 
Section 3. Supervisor, Professional & Confidential Unit Classifications: 

Effective July 1, 2017 
 
(a) Effective July 1, 2017, classifications in the Supervisor, Professional & 

Confidential Unit shall be paid between the following starting and ending 
hourly salaries. 

 

Classification Starting Salary Ending Salary 

Administrative Services Coordinator $41.759 $54.287 
Assistant Engineer $40.128 $52.167 
Associate Engineer $45.672 $59.373 
Chief Water Reclamation Plant Operator $43.888 $57.055 
Civil Engineering Assistant $37.805 $49.146 
Civil Engineering Associate $45.672 $59.373 
Compost Operations Supervisor $41.759 $54.287 
Construction Supervisor $41.759 $54.287 
Customer Service Operations Supervisor $41.759 $54.287 
Customer Service Program Supervisor $41.759 $54.287 
Electrical/Instrumentation Supervisor $41.759 $54.287 
Environmental Analyst I $32.889 $42.756 
Environmental Analyst II $38.181 $49.635 
Facilities Maintenance Supervisor $41.759 $54.287 
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(b) Starting and ending figures establish pay limits with no fixed intermediate 

steps.  Movement of an employee between the figures shall be based on 
performance and in accordance with the Unit’s collective bargaining 
agreement. 

 
Section 4. Management Unit Classifications: Effective July 1, 2017 

 
(a) Effective July 1, 2017, classifications in the Management Unit shall be paid 

between the following starting and ending hourly salaries. 
 

 
(b) Starting and ending figures establish pay limits with no fixed intermediate 

steps.  Movement of an employee between the figures shall be based on 
performance and in accordance with the Unit’s collective bargaining 
agreement. 

 
Section 5. Unrepresented Classifications: Effective July 1, 2017 

 
(a) Effective July 1, 2017, classifications that are unrepresented shall be paid 

between the following starting and ending hourly salaries. 
 

Financial Analyst $41.759 $54.287 
Human Resources Coordinator $30.071 $39.092 
Junior Engineer $35.260 $45.838 
Laboratory Supervisor $43.888 $57.055 
Management Analyst I $32.889 $42.756 
Management Analyst II $38.181 $49.635 
Public Affairs Associate $40.531 $52.690 
Purchasing Supervisor $32.889 $42.756 
SCADA Analyst $40.128 $52.167 
Senior Accountant $38.181 $49.635 
Senior Engineer $49.325 $64.122 
Systems Analyst $41.345 $53.748 
Technical Systems Support Supervisor $41.759 $54.287 
Water Conservation Coordinator $41.759 $54.287 
Water Systems Supervisor $41.759 $54.287 

Classification Starting Salary Ending Salary 

Executive Assistant/Clerk of the Board $43.022 $60.231 
Customer Services Manager $50.951 $71.331 
Finance Manager $53.549 $74.969 
Information Services Manager $53.549 $74.969 
Principal Engineer $55.172 $77.241 
Public Affairs & Communications Manager $50.951 $71.331 
Resource Conservation Manager $50.951 $71.331 
Water Reclamation Manager/Engineer $55.172 $77.241 
Water Systems & Facilities Manager $55.172 $77.241 
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(b) Starting and ending figures establish pay limits with no fixed intermediate 

steps.  Movement of an employee between the figures shall be based on 
performance and with the approval of the General Manager. 

 
Section 6. Employment Contract Positions 
 
(a) The General Manager position will be paid in accordance with a signed and 

approved employment contract to be amended by the Board as deemed 
necessary. 

 

 
Section 7. Temporary Positions 
 
(a) Temporary positions are not eligible for benefits other than salary; and 

temporary part-time positions shall be paid in accordance with the type of 
work performed. 
 

(b) Student Workers shall be paid in accordance with the current California 
Minimum Wage. 
 

(c) Interns: 
(1) Upper division candidates for Bachelor degree programs shall be paid 

$14.00 to $18.00 per hour. 
(2) Candidates for Master degree programs shall be paid $16.00 to $20.00 

per hour. 
(3) Candidates for Doctoral degree programs shall be paid $16.00 to $22.00 

per hour. 
  

Classification Starting Salary Ending Salary 

Director of Facilities & Operations $67.075 $102.355 
Director of Finance & Administration $67.075 $102.355 
Director of Resource Conservation & Public Outreach $67.075 $102.355 
Human Resources Manager $53.549 $75.719 

Classification Hourly Rate Annual Salary 

General Manager $122.115 $254,000 
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PASSED, APPROVED AND ADOPTED this 13th day of June 2017. 

 
 
              
       Glen Peterson, President 
 
 
 
ATTEST:      APPROVED AS TO FORM: 
 
 
              
Jay Lewitt, Secretary    Wayne K. Lemieux, Legal Counsel 
 
 
(SEAL)            
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ADOPTED PROPOSED FINANCIAL POLICIES 

POLICY 1: Restricted Cash 

The District will maintain cash, to be used solely for its intended purpose, in an amount equal to funds 
restricted by legal requirements, contractual agreements and trustee requirements. 

The District is limited in the means in which it may use certain cash (“restricted cash”) due to legal and contractual 
requirements. 

Other reserves/funds are unrestricted; they are established by Board direction to address potential needs as defined 
in the policies that follow. Unrestricted reserves may be adjusted in amount and directed for needs other that those 
initially contemplated, but funds described in Policy 7 for replacement/major maintenance must be used only for 
needs of the enterprise from which the funds were generated. 

AB 1600 requires that development impact fees (“capacity fees”) and interest generated from such can only be 
used for capital projects related to expansion, not replacement or enhancement. These funds are maintained 
separately in the appropriate enterprise Construction Fund. 

Vested sick leave results from contractual obligations with employees. Cash is maintained in an amount equal to 
the vested sick leave obligation. Upon voluntary termination, retirement or death of an employee, the vested sick 
leave accrual is paid to the employee or their beneficiary. 

Trust funds hold cash that has been deposited with the District for future obligations that may or may not occur. 
These obligations include developer/customer deposits and pre-funding by Triunfo Sanitation District for their 
portion of JPA capital projects and 3 months operating expense. 

A Bond covenant is cash held as a surety that the annual bond payment and interest will be made. The official 
documents of the bond transactions require that funds be deposited and maintained with the trustee until the final 
bond payment is made or the bond issue is defeased. If the District had to draw on this reserve to pay any portion 
of the debt service payment before the issue had fully matured, the District would be in technical default and the 
trustee could require the District to pay off the bondholders at once. The District’s refunding bond reserve has been 
deposited through the bond trustee, Bank of New York, in the state of California’s Local Agency Investment Fund 
(“LAIF”). The current bond coverage required for the district is that net operating income must be at least 110% of 
the maximum annual debt service. 

POLICY 2: Balanced Budget/Annual Board Review 

The District will maintain a balanced operating budget for each enterprise fund with annual revenues equal 
to or greater than annual expenditures. However, the Board may determine that reserves be used to 
augment operating revenues under certain circumstances. The Board will review annually the working 
capital, cash, projected income and bond coverage levels to determine the adequacy of each. 

If in any given fiscal year operating expenditures will exceed the operating revenue projected in the same year, 
causing a budget imbalance, cost cutting measures or revenue enhancements may be addressed before spending 
reserves to support on-going operations. Cost cutting measures may include reductions in capital improvement 
projects, reductions in staff or reductions in expenditures for materials, services, or supplies. Such expenditure or 
staff reductions may result in reduced service levels. Alternatively, the Board may determine that circumstances 
warrant taking money from reserves to offset expenses larger than operating income. 

At year-end, net revenue after expenses (“income”) will be transferred to funds as directed by the Board, subject to 
any legal limitations on the Board’s discretion. Funds balances are addressed annually as part of the budgeting 
process. 

Available cash in the various funds reflects the District’s ability to pay current bills and commitments, as well as 
underwriting the risk level the District is willing to accept. 
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POLICY 3: Rate Stabilization Fund 

The District will maintain a Rate Stabilization Fund in an amount of $8 million to maintain rate stability for 
customers in times when short or mid-term cash needs are volatile. 

The District’s potable water operating revenue can vary greatly based on climatic conditions. During periods of 
heavy rain, potable water revenue drops significantly from the three year average at which revenues are budgeted. 
During significantly hot, dry periods, a reverse trend is seen wherein significant revenue is generated by higher 
sales than the three year average. During periods of extended water shortage, when customers are asked to 
reduce consumption, the impact on potable water revenue is similar to the effect of heavy rain. Rather than raising 
water rates on a temporary basis to cover expenses during these times, the Rate Stabilization Fund (RSF) allows 
the Board to balance operating revenue to operating expenses by a transfer. 

POLICY 4: Financing Alternatives 

As part of the annual Infrastructure Investment Plan (IIP) budgeting process, the District will examine 
options available to pay for the proposed projects, including the option of financing. 

Each year the Board reviews needs for capital improvements and major maintenance over the next five years (the 
capital improvement plan “CIP”). Expenditures are projected on an annual basis, but the available fund balance for 
replacement or major maintenance is not always adequate to cover the need when it arises. The Board favors a 
pay-as-you-go program for the IIP program, but the District may not have funds available to pay for projects in any 
given year, or projects anticipated in future years may be of a type that would be difficult to finance. Such 
considerations may dictate financing as the preferred alternative. If a project requires substantial expenditures over 
several years and interest rates are low, the District may consider issuing financing now and reserving the available 
funds for need at times when interest rates are higher. 

The Board has determined that debt service should not exceed 15% percent of reliable revenue sources. 

POLICY 5: Fiscal Impact Analysis 

Staff shall prepare a fiscal impact analysis for each budget appropriation request not included as part of 
the Annual Budget. Available fund balances are intended to be appropriated only for “one-time” 
nonrecurring expenditures not covered by the current annual budget. 

When non-budgeted items are brought before the Board for consideration, the resulting fiscal impact will be 
analyzed. The Board requires all requests for new or supplemental budget appropriations to be accompanied by a 
fiscal impact statement including: 

 Amount of funds requested
 Source of funds requested

New revenue 
Reallocation of existing appropriations 

Grants 

 Impact of Request
New rates or fees 
Decrease in one activity to support another activity 
Effect on fund balance 

POLICY 6: Operating Funds Cash Requirement 

The District will maintain cash (net of restricted cash) in the Operations Fund of each enterprise equivalent 
to 25% of the operating budget (and eliminate the requirement for one-year’s debt service obligation. This 
change in policy will increase the potable water reserve balance but should be tempered with a requirement 
to maintain a working capital reserve for operations and one year’s debt service in the sanitation operating 
fund each year, which would be approximately $5.2 million.) 

An available cash reserve to cover operating shortfalls is a prudent management practice to be used for both short 
term cash flow and contingency planning for unforeseen situations. Examples Include: 
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 Unexpected increases in costs or declines in revenues
 Legislative or judicial mandate to provide a new or expanded service or program
 Natural disaster emergencies which exceed the Emergency/Insurance Fund
 One-time Board approved non-capital expenditures or capital need if the IIP fund is inadequate
 Interruptions in billing process to customers

If such unforeseen circumstances occur, staff will present the Board with options for curing the deficiency, including 
use of this fund. 

POLICY 7: Replacement and Major Maintenance Fund by Enterprise (potable water, sanitation, recycled 
water) 

Each of the District’s three enterprises will maintain a Replacement Fund for major maintenance, 
replacement and improvement of facilities and infrastructure not related to growth. The source of funds 
will be current user fees. Each Replacement Fund will maintain cash levels equal to the most current three- 
years of actual depreciation expense. If a replacement fund’s cash target is exceeded, the Board will 
consider using the excess for prepayment of outstanding debt, if appropriate. 

Prudent stewardship of assets requires that maintenance be performed to postpone or decelerate the aging 
process. As a general rule, maintenance costs for an item become more expensive as the asset ages. Also, 
changes in technology could result in replacing an asset with one which provides lower operating expenses or 
greater revenues or replacement of assets may be required due to changes in regulatory standards. 

Major maintenance and replacement are on-going operating costs that should be paid for by user fees. Appropriate 
cash levels within a Replacement Fund enables the District to pay for planned or unplanned projects in any given 
year. 

The water stand-by charge is levied against developed and undeveloped land and is dedicated to maintenance and 
replacement of potable water infrastructure and facilities. Recognizing that undeveloped land has added value 
because of the availability of potable water service, these owners have a vested interest in seeing the system 
maintained. 

POLICY 8: New Construction Fund by Enterprise 

The District will pay for expansion or new facilities necessitated by growth from capacity fees collected 
from new development and maintained in the appropriate enterprise’s Construction Fund. 

Current ratepayers should not be burdened with costs associated with growth due to new development. The fair 
share of cost of expansion will be borne by the developers through capacity fees. 

The District has a master plan that identifies projected infrastructure and facility needs through build-out and is used 
as the basis for determining capacity fees. Capacity fees may be pledged for debt service payments, if the need 
for the expansion occurs before adequate capacity fees can be collected. 

Prepaid capacity fees not used are subject to refund with interest, provided the developer has not started his project 
and the District has not begun construction on the system. 

POLICY 9: Internal Service Replacement Fund for Buildings, Vehicles and Equipment 

The Internal Service Fund will have revenues (i.e. user charges, interest income and all other income) 
sufficient to meet operating expenses, maintenance costs, depreciation expense, an inflation factor for 
other needs not exclusive to one of the three enterprises. 

The District uses the internal service fund as an internal accounting and budget mechanism to equitably distribute 
general operating costs such as for buildings, vehicle and equipment replacement and maintenance costs among 
District user programs and to assure that adequate funding is on hand to replace or maintain these assets. 
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POLICY 10: Emergency/Insurance Fund 

The District will maintain an Emergency/Insurance Fund to cover claims not covered by insurance, fines 
and penalties imposed by regulatory agencies and disaster repairs and expenses. The target for this Fund 
is two percent (2%) of the total value of capital assets, including LVMWD’s share of the Joint Power’s 
Authority capital assets. The Board must approve any expenditure from this Fund. Self-insurance 
retentions will be paid out of operating budgets. 

To protect the investment in assets and to ensure continuation of District operations, the District purchases 
insurance for general liability, property and worker’s compensation. The District has the responsibility to pay for 
deductibles or self-insurance retentions. Also, the District has some risks that may not be economically or actually 
insured, such as certain types of pollution (odor), flood, and mold. Also, the insurance on District’s sewer lines or 
water lines is limited to the cost of emergency clean-up and does not include the cost of repairing the failure. 
Because of this potential exposure, the District has established the Emergency/Insurance Fund at two-percent of 
the value of capital assets less the value of land, which amount will be determined annually after the audit. The 
Fund can only be used when approved by the Board. 

This policy is in line with our experience in having to pay damages that are not covered by insurance and cover 
expenses that are not reimbursed on a timely basis by FEMA. Like the Rate Stabilization Fund, not having the 
Emergency/Insurance Fund available in the event of a disaster could significantly impact our cash flow and possibly 
impact future utility rates during troublesome times. 

POLICY 11: Recycled Water Operations Reserves 

When the operating reserves for recycled water exceed the amount required in Policy 6 (Operating Funds 
Cash Requirement) plus Policy 7 (Replacement and Major Maintenance Fund by Enterprise), the District 
may use the net reserves to pay for research, studies and construction of projects to increase the beneficial 
use of recycled water and/or set aside funds to ultimately pay for (pay-go) or service the debt associated 
with a seasonal storage reservoir for recycled water,the development of an indirect potable reuse (Pure 
Water) project, if the expenditure is approved by the Board. 

The Tapia Water Reclamation Facility treats wastewater to such a level that the result can be sold as recycled 
water. Although the recycled water is considered a valuable asset to the District because recycled water can replace 
some irrigation uses, thus lowering the demand for potable water, there are times of the year that the District 
accumulates more recycled water than customers can use and the District has to pay to dispose of the excess 
recycled water. 

The District’s goal is to make recycled water available to as many customers as is practical as a way of conserving 
potable water. To that end, funds in the Recycled Water Operations reserve that are available after the fund has 
met its requirements for having a cash balance equivalent to 25% of the operating budget for recycled water and 
for having funds available for replacement and major maintenance as specified in the annual Infrastructure 
Investment Plan (reserves equivalent to three years of capital improvement projects) can, at the Board’s discretion 
and upon approval, be used to pay for research, studies and construction of projects to increase the beneficial use 
of recycled water and/or to set funds aside to ultimately pay for (pay-go) or service the debt associated with the 
development of an indirect potable reuse (Pure Water) project. a seasonal storage reservoir for recycled water. 
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Required Contributions 

Fiscal Year 

Required Employer Contribution 2017-18 

Employer Normal Cost Rate 8.845% 
  Plus Either 
1) Monthly Employer Dollar UAL Payment $ 101,803 

   Or 

2) Annual UAL Prepayment Option $ 1,178,250 

Required PEPRA Member Contribution Rate 6.50% 

The total minimum required employer contribution is the sum of the Plan’s Employer Normal Cost Rate
(expressed as a percentage of payroll) plus the Employer Unfunded Accrued Liability (UAL) Contribution 
Amount (billed monthly in dollars). Only the UAL portion of the employer contribution can be prepaid 
(which must be received in full no later than July 31). Plan Normal Cost contributions will be made as part 
of the payroll reporting process. If there is contractual cost sharing or other change, this amount will
change. §20572 of the Public Employees’ Retirement Law assesses interest at an annual rate of 10 
percent if a contracting agency fails to remit the required contributions when due. For additional detail
regarding the determination of the required contribution for PEPRA members, see Appendix D. Required 
member contributions for Classic members can be found in Appendix B.   

Fiscal Year Fiscal Year 

2016-17 2017-18 

Normal Cost Contribution as a Percentage of Payroll 

Total Normal Cost 15.931% 15.803%

Employee Contribution1 6.970% 6.958%

Employer Normal Cost 8.961% 8.845%

Projected Annual Payroll for Contribution Year $ 10,962,574 $ 10,484,304 

Estimated Employer Contributions Based On 
Projected Payroll

Total Normal Cost $ 1,746,447 $ 1,656,835 

Employee Contribution1 764,091 729,498 

Employer Normal Cost 982,356 927,337 

Unfunded Liability Contribution 1,083,764 1,221,636 

Estimated Total Employer Contribution2 $ 2,066,120 $ 2,148,973 

1 For classic members, this is the percentage specified in the Public Employees Retirement Law, net of any reduction from 
the use of a modified formula or other factors. For PEPRA members, the member contribution rate is based on 50 
percent of the normal cost. A development of PEPRA member contribution rates can be found in Appendix D. Employee 
cost sharing is not shown in this report.

2 As a percentage of projected payroll the UAL contribution for Fiscal Year 2017-18 is 11.652 percent for an estimated 
total employer contribution rate of 20.497 percent.  As determined in the June 30, 2014 valuation, the Fiscal Year 2016-
17 UAL contribution is 9.886 percent for a total employer contribution rate of 18.847 percent.   
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ITEM 9A

INFORMATION ONLY

June 13, 2017 LVMWD Regular Board Meeting

TO: Board of Directors

FROM: Finance & Administration

Subject : GFOA Certificate of Achievement for Excellence in Financial Reporting
and Award for Outstanding Achievement in Popular Annual Financial
Reporting

SUMMARY:

The Government Finance Officers Association of the United States and Canada
(GFOA) presented the District with a Certificate of Achievement for Excellence in Financial
Reporting and an Award for Outstanding Achievement in Popular Annual Financial Reporting
for its fiscal year ended June 30, 2016.  The certificates are provided to agencies that fulfill
the requirements of the programs and demonstrate a commitment to the highest standards of
government finance.

FISCAL IMPACT:

No

ITEM BUDGETED:

No

DISCUSSION:

The District’s Comprehensive Annual Financial Report (CAFR) for the fiscal year ended June
30, 2016 was awarded the Certificate of Achievement for Excellence in Financial Reporting by
the GFOA.  This represents the 18th straight year the District has received the award. 
Additionally, the District’s Popular Annual Financial Report (PAFR) for the fiscal year ended
June 30, 2016 received GFOA’s Award for Outstanding Achievement in Popular Annual
Financial Reporting. This is the third straight year the District has received this award.

The Certificate of Achievement for Excellence in Financial Reporting is the highest form of
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recognition for excellence in state and local government financial reporting.  In order to be
awarded a Certificate of Achievement, a government agency must publish an easily readable
and efficiently organized comprehensive annual financial report.  The report must satisfy both
Generally Accepted Accounting Principles and applicable legal requirements.

The Award for Outstanding Achievement in Popular Annual Financial Reporting is a
prestigious national award recognizing conformance with the highest standards for preparation
of state and local popular reports.  In order to achieve the award, a government agency must
produce a report with contents conforming to standards of creativity, presentation,
understandability and reader appeal.

The GFOA established the Certificate of Achievement for Excellence in Financial Reporting
(CAFR Program) in 1945 to encourage and assist state and local governments to go beyond
the minimum requirements of Generally Accepted Accounting Principles and to prepare
CAFRs that evidence the spirit of transparency and full disclosure.

The GFOA established the Popular Annual Financial Reporting Awards Program (PAFR
Program) in 1991 to encourage and assist state and local governments to extract information
from their comprehensive annual financial reports to produce high-quality popular annual
financial reports.  The report is specifically designed to be readily accessible and easily
understandable to the general public and other interested parties without a background in
public finance.  The PAFR Program is intended to recognize individual governmental
agencies that are successful in achieving the program's goals.

GOALS:

Ensure Effective Utilization of the Public's Assets and Money

Prepared by:  Donald Patterson, Director of Finance and Administration

ATTACHMENTS:
Descr ipt ion

CAFR Award
PAFR Award
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Board Meeting Agenda May 9, 2017
Page 1

Regular Board Meeting

June 13, 2017

12:00 p.m. – Board Room

Tuesday, June 13, 2017
Revised Meeting Schedule

9:00 a.m. Rm. 2-145 L&C

9:30 a.m. Rm. 2-456 RP&AM

10:30 a.m. Rm. 2-145 OP&T

12:00 p.m. Board Room Board Meeting

MWD Headquarters Building             700 N. Alameda Street   Los Angeles, CA 90012

1. Call to Order

(a) Invocation:  Brett Schickling, Assistant Engineer,
Engineering Services Group

(b) Pledge of Allegiance:  Desert Compadres 4-H Members

2. Roll Call

3. Determination of a Quorum

4. Opportunity for members of the public to address the Board on matters
within the Board’s jurisdiction.  (As required by Gov. Code § 54954.3(a)

5. OTHER MATTERS

A. Approval of the Minutes of the Meeting for May 9, 2017.  (A copy
has been mailed to each Director)
Any additions, corrections, or omissions

B. Report on Directors’ events attended at Metropolitan expense for
month of May

C. Approve committee assignments

D. Chairman's Monthly Activity Report
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6. DEPARTMENT HEADS' REPORTS 
   
 A. General Manager's summary of Metropolitan's activities for the 

month of May    
   
 B. General Counsel’s summary of Legal Department activities for 

the month of May 
   
 C. General Auditor’s summary of activities for the month of May 
   
 D. Ethics Officer’s summary of activities for the month of May 

 
 
 

7. CONSENT CALENDAR ITEMS — ACTION 
   
 7-1 Adopt CEQA determination and approve up to $1.173 million to 

purchase insurance coverage for Metropolitan's Property and 
Casualty Insurance Program. (F&I) 
 

  Recommendation: 
 

Option #1: 
 
Adopt the CEQA determination that the proposed action is not 
defined as a project, and is not subject to CEQA, and  

Approve up to $1.173 million to renew all the expiring excess 
liability and specialty insurance policies, and maintain the same 
retentions and coverage limits, and add liability coverage for the 
use of UAVs. 

   
 7-2 Adopt CEQA determination and appropriate $670,000; and 

authorize design to replace concrete panels at Iron Mountain 
Reservoir and along the Colorado River Aqueduct (Appropriation 
No. 15483). (E&O) 
 

  Recommendation: 
 

Option #1: 
 
Adopt the CEQA determination that the proposed action is 
categorically exempt under the provisions of CEQA and the State 
CEQA Guidelines, and  

a. Appropriate $670,000; and 
b. Authorize design to replace concrete lining panels along the 

CRA and at Iron Mountain Reservoir. 
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 7-3 Adopt CEQA determination and appropriate $1.85 million; 
authorize the General Manager to make offers of compensation 
and acquire permanent and temporary property rights on nine 
parcels within the Orange County Operating Region; and 
authorize field investigations to address erosion-related issues 
across the distribution system (Appropriation No. 15474). (E&O) 
 

  Recommendation: 
 

Option #1: 
 

Adopt the CEQA determination that the first proposed action has 
been previously addressed in the certified 2016 Final Program EIR, 
Findings, and MMRP, and that the second proposed action is 
categorically exempt, and 

a. Appropriate $1.85 million;  
b. Authorize the General Manager to make offers and acquire 

permanent and temporary property rights in nine parcels for 
planned construction within the Orange County Operating 
Region, and to approve and obtain all acquisition-related 
documentation; and  

c. Authorize field investigations to address erosion-related 
issues throughout the distribution system. 

   
 7-4 Adopt CEQA determination and authorize revisions to 

Metropolitan Water District's Conflict of Interest Code for 
approval by the Fair Political Practices Commission. (L&C)  
[To be mailed separately] 
 

   
 7-5 Adopt CEQA determination and authorize a long-term lease to 

city of San Bernardino. (RP&AM) 
 

  Recommendation: 
 

Option #1: 
 

Adopt the CEQA determination that the proposed project is 
categorically exempt, and 

Authorize a 20-year greenbelt landscaping lease with City of San 
Bernardino.  

   
   
   
 (END OF CONSENT CALENDAR) 
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  Recommendation: 
 

Option #1: 
 
Adopt the CEQA determination that the proposed action is not 
defined as a project and is not subject to CEQA, and, by a two-
thirds vote, 

Adopt Ordinance No. 150, determining that the interests of 
Metropolitan require the use of revenue bonds in the aggregate 
principal amount of $400 million to finance a portion of 
Metropolitan’s capital expenditures.  

 8-3 Adopt CEQA determination and approve Metropolitan’s 
Statement of Investment Policy for fiscal year 2017/18, and 
delegate authority to the Treasurer to invest Metropolitan’s funds 
for fiscal year 2017/18. (F&I)  
 

  Recommendation: 
 

Option #1: 
 
Adopt the CEQA determination that the proposed action is not 
defined as a project and is not subject to CEQA, and 

a. Approve the Statement of Investment Policy for fiscal year 
2017/18, as set forth in Attachment 1 of the board letter; and 

b.  Delegate authority to the Treasurer to invest Metropolitan’s 
funds for fiscal year 2017/18. 

8. OTHER BOARD ITEMS — ACTION 
   
 8-1 Adopt CEQA determination and adopt Ordinance No. 150 

determining that the interests of Metropolitan require the use of 
revenue bonds in the aggregate principal amount of $400 million 
to finance a portion of capital expenditures. (F&I) (Two-thirds 
vote required) 
 

   
 8-2 Adopt CEQA determination and adopt Third Supplemental 

Subordinate Resolution to the Master Subordinate Resolution 
authorizing the issuance of up to $80 million of Subordinate 
Water Revenue Bonds, 2017 Series C; and approve 
expenditures to fund the costs of issuance of the Bonds. (F&I)  
[To be mailed separately] 
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Recommendation: 
 

Option #1: 
 
Adopt the CEQA determination that the proposed action was 
previously determined to be categorically exempt, and 
a. Appropriate $4.45 million;  
b. Authorize conceptual design for a system-wide upgrade of 

Metropolitan’s control system; and 
c. Authorize agreement with CH2M in an amount not to exceed 

$2,485,000 to provide specialized technical support. 
   
 8-5 Adopt CEQA determination and authorize approval of an 

operating agreement with the California Independent System 
Operator for the Colorado River Aqueduct power system and 
adopt a resolution establishing Metropolitan’s Colorado River 
Aqueduct resource adequacy requirements. (E&O) 
 

  Recommendation: 
 

Option #1: 
 
Adopt the CEQA determination that the proposed action is not 
defined as a project and is not subject to CEQA, and 

a. Authorize the General Manager to execute the Operating 
Agreement with the California Independent System 
Operator; and  

b. Adopt the resolution on Metropolitan’s resource adequacy 
requirements in the Board’s capacity as Metropolitan’s 
Local Regulatory Authority. 

 
 8-6 Adopt CEQA determination and approve Metropolitan Water 

District of Southern California’s Salary Schedule pursuant to 
CalPERS regulations. (OP&T) [To be mailed separately] 
 

 8-4 Adopt CEQA determination and appropriate $4.45 million; and 
authorize: (1) conceptual design for a system-wide upgrade of 
Metropolitan’s control system; and (2) agreement with CH2M in 
an amount not to exceed $2,485,000 to provide specialized 
technical support (Appropriation No. 15467). (E&O) 
 

   

   
 8-7 Adopt CEQA determination and express support for the 

Association of California Water Agencies Policy Statement on 
Bay-Delta Flow Requirements. (WP&S)  
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  Recommendation: 
 

Option #1: 
 
Adopt the CEQA determination that the proposed action is not 
defined as a project, and 

Express support for the Association of California Water 
Agencies Policy Statement on Bay-Delta Flow Requirements. 

   
 8-8 Adopt CEQA determination and authorize payment of up to 

$688,000 for support of the Colorado River Board and Colorado 
River Authority for fiscal year 2017/18. (WP&S) (Two-thirds 
vote required) 
 

  Recommendation: 
 

Option #1: 
 
Adopt the CEQA determination that the proposed action is not 
defined as a project under CEQA and, by a two-thirds vote, 

Authorize the General Manager to make payment of up to 
$688,000 for the Colorado River Board/Six Agency Committee 
and Authority for FY 2017/18. 

   
 8-9 Adopt CEQA determination and authorize payments of up to 

$3.79 million for participation in the State Water Contractors, Inc. 
and the State Water Project Contractors Authority for fiscal year 
2017/18. (WP&S) (Two-thirds vote required) 
 

  Recommendation: 
 

Option #1: 
 
Adopt the CEQA determination that the proposed actions are not 
defined as a project under CEQA and, by a two-thirds vote, and 

a. Authorize the General Manager to make payment of  
$2.73 million to the State Water Contractors; and  

b. Authorize the General Manager to make payment up to  
$1.05 million to the State Water Project Contractors 
Authority. 

   
 8-10 Adopt CEQA determination and express support for the Brown 

Administration’s budget trailer bill regarding supervision of dam 
safety and express support, if amended, for AB 1270 (Gallagher, 
R-Yuba City) regarding inspection of dams and reservoirs. (C&L)  
[To be mailed separately] 
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9. BOARD INFORMATION ITEMS 
   
 9-1 Overview of proposed International Boundary and Water 

Commission Minute and related agreements. (WP&S) 
 
 
 

10. FUTURE AGENDA ITEMS 
 
 
 

11. ADJOURNMENT  
 
 
 
 

NOTE: At the discretion of the Board, all items appearing on this agenda and all committee agendas, whether or not expressly listed 
for action, may be deliberated and may be subject to action by the Board. 
 

 Each agenda item with a committee designation will be considered and a recommendation may be made by one or more 
committees prior to consideration and final action by the full Board of Directors.  The committee designation appears in 
parentheses at the end of the description of the agenda item e.g., (E&O, F&I).  Committee agendas may be obtained from 
the Board Executive Secretary. 
 

 Writings relating to open session agenda items distributed to Directors less than 72 hours prior to a regular meeting are 
available for public inspection at Metropolitan's Headquarters Building and on Metropolitan's Web site 
http://www.mwdh2o.com. 
 

 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 Board Executive Secretary in advance of the meeting to ensure availability of 
the requested service or accommodation.  
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