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BIGHORN-DESERT VIEW WATER AGENCY

“To provide a high quality supply of water and reliable service to all customers at a
fair and reasonable rate.”

Finance/Public Relations/Education and Personnel Standing

Special Committee Meeting Agenda
Committee Members: Director McBride & Director McKenzie

BOARD MEETING OFFICE November 19, 2020
1720 N. CHEROKEE TR. Time —4:00 P.M.
LANDERS, CALIFORNIA 92284

PUBLIC AND BOARD WISHING TO PARTICIPATE REMOTELY
**TELECONFERENCE LINE THRU ZOOM 669-900-6833**
OR
Join Zoom Meeting

Please click the link below to join the webinar:
https://us02web.zoom.us/j/84724316176?pwd=aHpOcGdXZ3hDNkVURFRkdWsxZzQy
Zz09
Passcode: 686316
Or Dial:
1-669-900-6833
Webinar ID: 847 2431 6176
Passcode: 686316

Please note that all requirements of the Brown Act requiring the physical presence of
the board or staff have been waived per Executive Order N-29-20

CALL TO ORDER
PLEDGE OF ALLEGIANCE
ROLL CALL

APPROVAL OF AGENDA

Discussion and Action Items - The Board of Directors and Staff will discuss the following items,
and the Board will consider taking action, if so inclined.

The Public is invited to comment on any item on the agenda during discussion of that item.
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Posted November 13, 2020
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When giving your public comment, please have your information prepared. If you wish to be
identified for the record, then please state your name. Due to time constraints, each member of
the public will be allotted three-minutes to provide their public comment.

1. Public Workshop — Water Capacity Fee (Connection Fee) Study

2. Public Workshop - Review Proposed Options for Variable and Fixed Charge Increases
Planned for the Prop. 218 Process in Preparation for Fiscal Year 2021/2022 Rate Increase

3. Review Resolution No. 20R-15 and Consider Investment of Funds in Money Market for
Additional Investment Returns

4. Consent Items — The following items are expected to be routine and non-controversial and
will be acted on by the Board at one time without discussion, unless a member of the Public
or member of the Board requests that the item be held for discussion or further action.

a. FPREP Special Committee Meeting Minutes October 22, 2020

Recommended Action:
Approve as presented (ltems a):

5. Public Comment Period

Any person may address the Board on any matter within the Agency’s jurisdiction on items not
appearing on this agenda.

When giving your public comment, please have your information prepared. If you wish to be
identified for the record, then please state your name. Due to time constraints, each member of
the public will be allotted three minutes to provide their public comment. State Law prohibits
the Board of Directors from discussing or taking action on items not included on the agenda.

6. Verbal Reports - Including Reports on Courses/Conferences/Meetings.
1. Committee Members’ Comments/Reports
2. General Manager’s Report

7. Adjournment

In accordance with the requirements of California Government Code Section 54954.2, this
agenda has been posted in the main lobby of the Bighorn-Desert View Water Agency, 622 S.
Jemez Trail, Yucca Valley, CA not less than 72 hours if prior to a Regular meeting, date and time
above; or in accordance with California Government Code Section 54956 this agenda has been
posted not less than 24 hours if prior to a Special meeting, date and time above.

As a general rule, agenda reports or other written documentation have been prepared or
organized with respect to each item of business listed on the agenda.
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Copies of these materials and other disclosable public records in connection with an open session
agenda item, are also on file with and available for inspection at the Office of the Agency
Secretary, 622 S. Jemez Trail, Yucca Valley, California, during regular business hours, 8:00 A.M. to
4:30 P.M., Monday through Friday. If such writings are distributed to members of the Board of
Directors on the day of a Board meeting, the writings will be available at the entrance to the
Board of Directors meeting room at the Bighorn-Desert View Water Agency.

Internet: Once uploaded, agenda materials can also be viewed at www.bdvwa.org

Public Comments: You may wish to submit your comments in writing to assure that you are able
to express yourself adequately.

Per Government Code Section 54954.2, any person with a disability who requires a modification
or accommodation, including auxiliary aids or services, in order to participate in the meeting,
should contact the Board's Secretary at 760-364-2315 during Agency business hours.
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ltem # 1

Public Workshop — Water Capacity Fee
(Connection Fee) Study
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BIGHORN-DESERT VIEW WATER AGENCY STANDING COMMITTEE
FINANCE/PUBLIC RELATIONS/EDUCATION/PERSONNEL
AGENDA ITEM SUBMITTAL

Meeting Date: November 19, 2020

To: FPREP Committee Meeting Budgeted: TBD, FY2020/21
Budgeted Amount: TBD
Cost: TBD
Funding Source: N/A

From: Marina D. West General Counsel Approval: N/A

CEQA Compliance: N/A

Subject: Public Workshop — Water Capacity Fee (Connection Fee) Study

SUMMARY

The Finance Committee will receive a presentation from NBS Government Finance Group on the
development of a new Water Capacity Fee otherwise known as the Basic Facilities Charge or “buy-in”
charge. The Committee has already received a presentation on the long-range financial plan on
October 22, 2020 which is the basis for calculating this fee.

RECOMMENDATION
That the Committee and Public provide input to staff on the results of the Water Capacity Fee Study
BACKGROUND/ANALYSIS

NBS Government Finance Group was hired in April 2020 by the Agency to conduct a water rate and
capacity fee study. The study has three key objectives: develop a sustainable financial plan; develop
new rate structure alternatives and update water capacity fees (new meter “buy-in” charge).

The water rate structure alternatives were reviewed by the Committee and Board on October 22 and
November 10 respectively.

The third component of the study addresses the capacity fee or Basic Facilities Charge for acquisition
of a new meter connection will be reviewed by the Finance Committee at this meeting.

For background, it was in 2018, that this fee was adjusted based on the 2007 Water Master Plan
developed by Don Howard Engineers. Thereafter, the fee was adjusted by the Consumer Price Index.
The last adjustment was approved by the Board on July 14, 2020 and the capacity charge is now $4,930.

NBS will be presenting their calculation of the connection fee using the “replacement cost” of assets
and new asset costs related to future development. In other words a portion of the fee will be based
on the value of existing assets that are available to serve new customer as well as a system
development component that will reflect the cost of new capital infrastructure needed to service new
customers.
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Staff and NBS will be seeking feedback from the Committee and Public on the water capacity fee being
presented.

PRIOR RELEVANT BOARD ACTION(S)

11/10/2020 Public Workshop: Review Proposed Options for Variable and Fixed Charge Increases
Planned for the Prop. 218 Process in Preparation for Fiscal Year 2021/2022 Rate Increase

10/22/2020 Status Report: Water Rate and Capacity Fee (Connection Fee) Study by NBS Government
Finance Group

4/28/2020 Motion No. 20-035 Motion made to authorize the General Manager to enter into a
Professional Services Agreement with NBS Financial Group to conduct a focused rate and fee study for
the Agency at a maximum cost of $39,590.

7/14/2020 Motion No. M20-051 Motion to adopt Resolution No. 20R-18 Modifying the Basic Facilitates
Charge and the Service Line Installation Fee for 1-inch Residential Meters.

7/26/2016 Motion No. M16-034 Adoption of Resolution No. 16R-09 — Adjusting the Basic Service
Charge and Water Consumption Charges thru Prop. 218 process.

10/28/2008 Resolution No. 08R-10 Modifying Basic Facilities Charge and Service-line Installation
Charge.



Page 9 of 32

ltem # 2

Public Workshop - Review Proposed
Options for Variable and Fixed Charge
Increases Planned for the Prop. 218 Process
in Preparation for Fiscal Year 2021/2022
Rate Increase
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BIGHORN-DESERT VIEW WATER AGENCY
FINANCE/PUBLIC RELATIONS/EDUCATION/PERSONNEL
COMMITTEE AGENDA ITEM SUBMITTAL

Meeting Date: November 19, 2020

To: FPREP Committee Meeting Budgeted: TBD, FY2020/21
Budgeted Amount: TBD based on Alternative
Rate Table Selected and Outcome of Prop. 218
Public Hearing Process
Cost: N/A
Funding Source: N/A

From: Marina D. West General Counsel Approval: To Be Obtained on
Prop. 218 Draft Notice
CEQA Compliance: N/A

Subject: Public Workshop - Review Proposed Options for Variable and Fixed Charge Increases
Planned for the Prop. 218 Process in Preparation for Fiscal Year 2021/2022 Rate Increase

SUMMARY

NBS Government Finance Group has been engaged by the Agency to complete an in-depth water rate
and capacity fee study to guide the Board with long term financial planning. The Committee met on
October 22" for its first public workshop to review their draft report. Based on feedback received from
the Committee and public, NBS has developed a fourth rate alternative for consideration. They have
also evaluated the financial impact of losing the entire agricultural class of customers.

The full Board held another Public Workshop at its regularly scheduled meeting of November 10, 2020
where the four different rate and fee alternative models were presented for discussion.

RECOMMENDATION
That the Committee and Public provide input to staff on the results of the Water rates and Fees Study
BACKGROUND/ANALYSIS

On October 22, 2020, the project team from NBS Government Financial Group presented their draft
20-year financial plan and presented three water rate structures for the Committees’ review and
comment. The Committee will consider the findings of the Capacity Fee Study at the November 18,
2020 Finance Committee meeting.

On October 22" the Committee asked NBS to consider two issues. First, what would the rate structure
look like under a fourth scenario which is weighted more heavily on the Basic Service Charge vs. the
Consumption charge (60 Fixed/40% Variable on consumption) and second, what is the impact on the
revenue stream should all agricultural customers cease operations.
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As to the question regarding agricultural customers, NBS has calculated the financial impact of losing
all agricultural customers to be between 5 — 10% of total revenue.

The four rate alternatives were already presented to the Board for review and comment at November
10, 2020.

The difference in the alternatives is the weighting of basic monthly service charge versus water
consumption charges. The Board discussed the difference in these models. For instance, if the model
weighted 30% basic charge and 70% water consumption charge is selected then the Agency is putting
a lot of reliance on water sales to meet financial needs of the Agency going forward. Rate and fee
alternative D is weighted 60% basic charge and 40% water consumption charge.

Under all rate and fee alternatives presented the Board is considering a 4% rate increase over the next
five years. The rates structure is also designed to allocate available “free production” supplies and to
develop a revenue stream to buy replenishment water for those customers who use “more than their
fair allocation” of groundwater supply each billing cycle. This is represented by water supply “tiers”
whereby each tier of water supply costs incrementally more so that the water can be replaced.

The other concern raised was the impact to our low income families. NBS has reported that over 80%
of our residential customers will fall within the first tier of water consumption and thus will see a slight
decrease in their average annual bill as it is the higher tier users that will make up the difference.

PRIOR RELEVANT BOARD ACTION(S)

11/10/2020 Public Workshop: Review Proposed Options for Variable and Fixed Charge Increases
Planned for the Prop. 218 Process in Preparation for Fiscal Year 2021/2022 Rate Increase

10/22/2020 Status Report: Water Rate and Capacity Fee (Connection Fee) Study by NBS Government
Finance Group

4/28/2020 Motion No. 20-035 Motion made to authorize the General Manager to enter into a
Professional Services Agreement with NBS Financial Group to conduct a focused rate and fee study for
the Agency at a maximum cost of $39,590.

7/14/2020 Motion No. M20-051 Motion to adopt Resolution No. 20R-18 Modifying the Basic Facilitates
Charge and the Service Line Installation Fee for 1-inch Residential Meters.

7/26/2016 Motion No. M16-034 Adoption of Resolution No. 16R-09 — Adjusting the Basic Service
Charge and Water Consumption Charges thru Prop. 218 process.

10/28/2008 Resolution No. 08R-10 Modifying Basic Facilities Charge and Service-line Installation
Charge.
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ltem # 3

Review Resolution No. 20R-15 and Consider
Investment of Funds in Money Market for
Additional Investment Returns
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BIGHORN DESERT VIEW WATER AGENCY STANDING COMMITTEE
FINANCE/PUBLIC RELATIONS/EDUCATION/PERSONNEL
AGENDA ITEM SUBMITTAL

Meeting Date: November 19, 2020

To: FPREP Committee Members Budgeted: N/A
Budgeted Amount: N/A
From: Marina D. West General Counsel Approval: N/A

CEQA Compliance: N/A

Subject: Review Resolution No. 20R-15 and Consider Investment of Funds in Money Market for
Additional Investment Returns

SUMMARY

Currently the Agency has a significant amount of funds in the Pacific Western Bank checking account
and we are receiving the equivalent of interest earnings in the form of “earnings credits”. Earnings
credits can be used to pay specific expenses of the Agency. The earnings rate current 1.35% of the
investible value. Pacific Western Bank can link a money market account to the checking account so the
earnings credits continue at the same level.

RECOMMENDATION

That the Committee provide feedback to staff on investing cash in a money market account
with Pacific Western Bank.

BACKGROUND/ANALYSIS

Attached is the current Investment Policy. Staff is asking the Committee if the Agency should place
funds in a money market account with Pacific Western Bank to maximum interest earnings while still
maintaining our “earnings credits”.

PRIOR RELEVANT BOARD ACTION(S)

5/26/2020 Motion No. 20-042 Annual Review and Adoption of Resolution No. 20R-15 Establishing the
Agency’s Investment Policy.
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RESOLUTION NO. 20R-15

RESOLUTION OF THE BOARD OF DIRECTORS OF
THE BIGHORN-DESERT VIEW WATER AGENCY
ESTABLISHING ITS INVESTMENT POLICY

1. POLICY

WHEREAS, the Legislature of the State of California has declared that the deposit and
investment of public funds by local officials and local agencies is an issue of statewide concern

(California Government Code Section 53600.6); and

WHEREAS, the legislative body of a local agency may invest surplus monies not required for
the immediate necessities of the local agency in accordance with the provisions of California
Government Code Sections 5920 and 53600; and

WHEREAS, the Treasurer or fiscal officer of the Bighorn-Desert View Water Agency ("Agency")
must annually prepare and submit a statement of investment policy and such policy, and any changes
thereto, shall be considered by the Board of Directors at a public meeting; and

NOW THEREFORE, BE IT RESOLVED by the Board of Directors of the Agency that it shall be the
policy of the Agency to invest funds in a manner which will provide the highest investment return with
the maximum security while meeting the Agency’s daily cash flow demands and conforming to all
statutes governing the investment of Agency funds.

2. SCOPE

This investment policy applies to all financial assets of the Agency. These funds are accounted
for in the annual Agency audit.

3. PRUDENCE

Investments shall be made with judgment and care, under circumstances then prevailing,
including, but not limited to, the general economic conditions and the anticipated needs of the
Agency, which persons of prudence, discretion and intelligence exercise in the management of their
own affairs; not for speculation, but for investment, considering the probable safety of their capital
as well as the probable income to be derived. The standard of prudence to be used by investment
officials shall be the "prudent investor" standard (California Government Code Section 53600.3) and
shall be 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 responsibility 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.

Resolution No. 20R-15
Page 1 of 7
05/26/2020
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4. OBJECTIVES

As specified in California_Government Code Section 53600.5, when investing, reinvesting,

purchasing, acquiring, exchanging, selling and managing Agency funds, the primary objectives, in priority
order, of the investment activities shall be:

a. Safety: Safety of principal is the foremost objective of the investment program.
Investments of the Agency shall be undertaken in a manner that seeks to ensure the
preservation of capital in the overall portfolio. To attain this objective, diversification is
required in order that potential losses on individual securities do not exceed the income
generated from the remainder of the portfolio.

b. Liquidity: The investment portfolio will remain sufficiently liquid to enable the Agency to
meet all operating requirements which might be reasonably anticipated.

C. Return on Investments: The investment portfolio shall be designed with the objective of
attaining a market rate of return throughout budgetary and economic cycles, taking into
account the investment risk constraints and the cash flow characteristics of the portfolio.

5. DELEGATION OF AUTHORITY

Authority to manage the investment program is derived from California Government Code
Sections 53600, et seq. Management responsibility for the investment program is hereby delegated to
the Treasurer, who, where appropriate, shall establish written procedures for the operation of the
investment program consistent with this investment policy. No person may engage in an investment
transaction except as provided under the terms of this policy and such procedures as may be established
by the Treasurer. The Treasurer shall be responsible for all transactions undertaken and shall establish
controls to regulate the activities of subordinate officials. Under the provisions of California Government
Code Section 53600.3, the Treasurer is a trustee and a fiduciary subject to the prudent investor standard.
The Treasurer shall be limited to investments in LAIF except in instances where specifically authorized by
Board action to invest in other areas.

6. ETHICS AND CONFLICTS OF INTEREST

Officers and employees involved in the investment process shall fully comply with the Agency’s
Conflict of Interest Code in the execution of this policy, and shall refrain from personal business activity

that could conflict or appear to conflict with the proper execution of the investment program, or which
could impair their ability to make impartial investment decisions.

7. AUTHORIZED FINANCIAL INSTITUTIONS AND DEALERS

The Treasurer may maintain a list of financial institutions, selected on the basis of credit
worthiness, financial strength, experience and minimal capitalization authorized to provide investment

Resolution No. 20R-15
Page 2 of 7
05/26/2020
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services. In addition, a list will also be maintained of approved security broker/dealers selected by credit
worthiness who are authorized to provide investment and financial advisory services in the State of
California. No public deposit shall be made except in a qualified public depository as established by state
laws.

For brokers/dealers of government securities and other investments, the Agency shall select only
broker/dealers who are licensed and in good standing with the California Department of Securities, the
Securities and Exchange Commission, the National Association of Securities Dealers or other applicable
self-regulatory organizations.

Before engaging in investment transactions with a broker/dealer, the Treasurer shall have
received from said firm a signed Certification Form. This form shall attest that the individual responsible
for the Agency's account with that firm has reviewed the Agency's Investment Policy and that the firm
understands the policy and intends to present investment recommendations and transactions to the
Agency that are appropriate under the terms and conditions of the Investment Policy.

Where all funds of the Agency not placed in FDIC-insured accounts are invested through the Local
Agency Investment Fund (LAIF), the Treasurer need not be concerned with the qualifications of those

financial institutions and broker/dealers with whom LAIF transacts business.

8. AUTHORIZED AND SUITABLE INVESTMENTS

a. Permitted Investments: Agency funds may be invested as authorized by, and subject to
the limitations and special conditions of California Government Code Section 53601 et. seq.

b. Prohibited Investments: Under the provisions of California_Government Code Section
53601.6 and 53631.5, the Agency shall not invest any funds covered by this Policy in inverse floaters,

range notes, interest-only strips derived from mortgage pools or any investment that may result in a
zero interest accrual if held to maturity.

9. AUTHORIZED SIGNATORIES

Every financial transaction shall require two authorized signatures. Each transaction shall require
one Authorized Board Member and one Authorized Agency Staff Member to complete the transaction
or two authorized Board Members. The aforementioned are authorized to transfer funds between the
Local Agency Investment Fund accounts of the Agency with the approval and signature of any two of
them. The Bank is authorized to honor all such transactions.

10. COLLATERALIZATION

All certificates of deposits must be collateralized by United States Treasury Obligations. Collateral
must be held by a third party trustee and valued on a monthly basis. The percentage of collateralizations
on repurchase and reverse agreements will adhere to the amount required under California Government
Code 53601(j)(2).

Resolution No. 20R-15
Page 3 of 7
05/26/2020 )
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11. SAFEKEEPING AND CUSTODY

All security transactions entered into by the Agency shall be conducted on delivery-versus-
payment (DVP) basis. All securities purchased or acquired shall be delivered to the Agency by book entry,
physical delivery or by third party custodial agreement, as required in California Government Code 53601

(i) (2).

12. DIVERSIFICATION

The Agency will diversify its investments by security type and institution. Assets shall be
diversified to eliminate the risk of loss resulting from over concentration of assets in a specific maturity,
a specific issuer or a specific class of securities. Diversification strategies shall be determined and revised
periodically, if determined necessary to meet Agency goals. In establishing specific diversification
strategies, the following general policies and constraints shall apply:

a. Portfolio maturity dates shall be matched versus liabilities to avoid undue concentration
in a specific maturity sector.

b. Maturities selected shall provide for stability of income and liquidity.

c. Disbursement and payroll dates shall be covered through maturities of investments,
marketable United States Treasury bills or other cash equivalent instruments such as
money market mutual funds.

13. REPORTING

In accordance with California Government Code Section 53646(b)(1), the Treasurer shall submit

an investment report to the Board of Directors at least quarterly. The report shall include a complete
description of the portfolio, the type of investments, the issuers, maturity dates, par values and the
current market values of each component of the portfolio, including funds managed for Agency by third
party contracted managers. The report will also include the source of the portfolio valuation. If all funds
are placed in LAIF, FDIC-insured accounts and/or in a county investment pool, the foregoing report
elements may be replaced by copies of the latest statements from such institutions. The report must
also include a certification that (1) all investment actions executed since the last report have been made
in full compliance with the Investment Policy and, (2) the Agency will meet its expenditure obligations
for the next six months, as required by Government Code Section 53646(b)(2) and (3), respectively. The
Treasurer shall maintain a complete and timely record of all investment transactions.

14, INVESTMENT POLICY ADOPTION

The Investment Policy shall be adopted by resolution of the Board of Directors. Moreover, the
Policy shall be reviewed on an annual basis, and modifications must be approved by the Board of
Directors.

Resolution No. 20R-15
Page 4 of 7
05/26/2020
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15. RESCISSION

This Investment Policy adopted pursuant to Resolution No. 19R-06 is hereby superseded by this
Resolution and of no further force and effect.

PASSED, APPROVED AND ADOPTED by the Board of Directors of Bighorn-Desert View Water

Agency this 26 day of May, 2020.

Judy CorI-Lqﬁ(no, Board President

Attest:

, Board Secretary

Official Seal

Resolution No. 20R-15
Page 5 of 7
05/26/2020
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Govt. Code Maximum Authorized | Required
Section Investment Type Maturity Limit (%) Rating
53601(a) |Bonds issued by Bighorn-Desert 5 years None None
View Water Agency
53601(b) [ U.S. Treasury Bills, Notes and Bonds 5 years None None

State Warrants or Bonds
53601(c) 5 years None None
Local Agency Investment Fund
53601(d) | (LAIF) N/A None None

U.S. Agencies or Enterprises

53601(e) 5 years None None
Bankers Acceptances
53601(f) 180 days 40% (30% in None
any one
bank)

Prime Commercial Paper
53601(g) 270 days 25% A
(10% in any
one entity’s

paper)
Negotiable Certificates of Deposit
53601(h) 5 years 30% None
Repurchase/Reverse Repurchase
53601(i) | Agreements 1lyear* 20% None
Medium-Term Corporate Notes
53601(j) 5 years 30% A
Money Market Mutual Funds and
53601(k) | Mutual Funds ** 5 years 20% *kk
(10% in any
single fund)
Bond/COP Funds
53601(l) N/A None None
Collateralized Bank Deposits
53601(m) 5 years None None
Mortgage Pass-Through Securities
53601(n) 5 years 20% AA

Resolution No. 20R-15
Page 6 of 7
05/26/2020
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* the one year limitation for Repurchase/Reverse Repurchase Agreements is subject to a further
limitation set forth in Government Code Section 53601(i)(4), which, if applicable, may limit the maturity
to 92 days.

** Mutual Funds maturity may be defined as the weighted average maturity; money market mutual
funds must have an average maturity of 90 days or less, per SEC regulations.

*** Highest ratings from two of the top three rating agencies.

Resolution No. 20R-15
Page 7 of 7
05/26/2020
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BIGHORN-DESERT VIEW WATER AGENCY

“To provide a high quality supply of water and reliable service to all customers at a
fair and reasonable rate.”

Finance/Public Relations/Education and Personnel Standing

Special Committee Meeting Minutes
Committee Members: Director McBride & Director McKenzie

BOARD MEETING OFFICE October 22, 2020
1720 N. CHEROKEE TR. Time —4:00 P.M.
LANDERS, CALIFORNIA 92284

PUBLIC AND BOARD WISHING TO PARTICIPATE REMOTELY
**TELECONFERENCE LINE THRU ZOOM 669-900-6833**
OR
Join Zoom Meeting

Please click the link below to join the webinar:
https://us02web.zoom.us/j/84897708983?pwd=WUtZelBUOHBpcWFON2NybWUzVVZEUT09
Passcode: 100573
Or Dial:
1-669-900-6833
Webinar ID: 848 9770 8983
Passcode: 100573

Please note that all requirements of the Brown Act requiring the physical presence of the board or staff have been waived per
Executive Order N-29-20

CALL TO ORDER
Chairman McBride called the meeting to order at 4:18 pm. Chairman McBride read the
introductory statement referring to the Governor’s Executive Order N-25-20.

PLEDGE OF ALLEGIANCE
Led by Megan Close-Dees.

ROLL CALL
Directors Present: Chairman McBride
Director McKenzie

Staff Present: Marina West
Cindy Byerrum, CPA — Consultant to the Agency

Public Present: 0 member(s) of the public indicated they were participating via teleconference.
3 member of the public were present in the meeting room. Ms. Kim Boehler and Jordan Taylor,
representatives from NBS Government Finance Group were present for the Rate Study
presentation.

APPROVAL OF AGENDA

October 22, 2020 FPREP Special Committee Meeting Minutes
Approved XX, 2020
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Chairman McBride and Director McKenzie approved the revised Agenda (original agenda
posted Friday October 16™, revision posted Monday October 19t") as presented.

Discussion and Action Items

1. Status Report: Water Rate and Capacity Fee (Connection Fee) Study by NBS Government
Finance Group
GM West introduced Kim Boehler and Jordan Taylor of NBS Government Finance, consultants
who have been engaged by the Agency to complete a comprehensive Rate/Fee and Capacity
Fee Study. She also introduced Cindy Beyrrum, CPA, of Eide Bailly. She is the Agency’s
financial consultant. GM West further stated that the capacity fee discussion will be deferred
to another meeting in the future.

Ms. Boehler gave an overview of the Rate and Fee Study via a PowerPoint presentation. She
reviewed several components of the rate study including a long-term financial plan, cost of
service analysis and proposed rate alternatives. The Financial Plan analyzes operations and
maintenance costs, debt service, capital improvements and reserve fund goals for a 10-15
year period applying inflation markers each year. The Cost of Service Analysis evaluates
capacity costs, customer costs, imported supplies and commodity costs. Throughout the
presentation questions were taken from directors and the public.

The rate study introduces some new fees not previously implemented by the Agency as well
as new customer classes to separate three distinct customer uses. The new fees relate to
larger water meter sizes and fire flow connections. One of the important components of the
rate study is to calculate the monthly basic service fee based on the demand a particular
usage imposes on the water system. For instance, the larger the meter size the greater the
capacity needed to serve that meter. Therefore, a higher monthly basic service charge is
warranted. This same concept applies to large fire service connections such as Dollar General
and the Morongo Unified School District Landers Elementary School. The customer classes
proposed are: Residential, Commercial/Institutional and Agriculture. The study also justifies
the imposition of tiered water rates to address those who use more than the calculated
baseline consumption of 12. 5 billing units per month (25 billing units per billing cycle).

NBS was asked to return to staff a fourth alternative which is weighted more heavily on the
monthly basic service charge than Alternative C. NBS was also asked to calculate the impact
on the Agency financial model if all agricultural customers were to cease operations.

No Public Comment.
Adjournment to Break at 5:30pm - Resume at 5:38pm
2. Review Q3 Investment Report, Possible Banking Strategies and Develop a Recommendation

for a Revised Resolution Establishing Financial Reserves and Funding Goals for Reserve
“Sub-Accounts”

October 22, 2020 FPREP Special Committee Meeting Minutes
Approved XX, 2020
Page 2 of 4
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GM West updated the Committee stating that the Resolution does require updating but that
staff is not yet ready to make a clear recommendation to the Committee. She explained that
based on the Rate Study a new set of reserve accounts and reserve targets is warranted based
on best practices in the industry.

GM West provided some history on the Agency’s financial condition since 1990 and the effect
of voter approved initiatives in 1990 (Measures Q, S and T) which reduced cash reserves to
as low as $15,000 in 2002.

She expects to bring this draft resolution back to the Committee at a later date for further
discussion and analysis.

No Public Comment.

3. Finance /Personnel Committee Discussion with General Manager Regarding General
Manager Request for Contract Renewal Including Terms of Employment, Compensation
and Other Benefit Provisions
GM West began the negotiations by providing a narrative of her professional experience and
educational background which spans 33 years. Accomplishments of the Agency were also
summarized and include multiple awards, annexation of the Improvement District Goat
Mountain and completion of the Ames/ Reche Groundwater Storage and Recovery Project.
Lastly, GM West showed the history of financial reserves from 1990 to the present with
particular focus on her tenure since 2004. During this timeframe, cash reserves rose from
less than $100,000 to $3,300,000.

She also summarized some of the differences between staffing levels at this Agency versus
other water agencies in the Morongo Basin noting that the quantity and type of expertise
needed to run this Agency is no different than a larger entity except the volume of work.
However, many local entities utilize assistant general managers, department managers and
other high level positions above the “line staff” to handle the volume. This Agency just
happens to have a general manager that has the knowledge base to operate the Agency
without all the other layers of staff.

GM West then presented her proposal for consideration and discussion by the Committee.
She is requesting a 5-year contract term with a 7% annual salary increase for the first three
years. In addition, GM West noted that she was granted vacation time accruals that have
since been lost and therefore she is requesting that time be returned going forward plus one
additional week of vacation.

GM West answered questions from the Committee members.
4. Consent Iltems

a. FPREP Committee Meeting Minutes September 16, 2020
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Recommended Action:
Approve as presented (Iltems a):

No Public Comment.
Committee members approved the minutes as presented.

5. Public Comment Period
No Public Comment.

6. Verbal Reports - Including Reports on Courses/Conferences/Meetings.
1. Committee Members’ Comments/Reports —none

2. General Manager’s Report - none

7. Adjournment - Chairman McBride adjourned the meeting at 6:40 pm.

Approved by:

Michael McBride, Committee Chair

Official Seal
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