NOTICE OF
BUDGET & FINANCE COMMITTEE
MEETING

NOTICE IS HEREBY GIVEN that the San Lorenzo Valley Water District has called a regular
meeting of the Budget & Finance Committee to be held Tuesday, February 9, 2015 at 9:30
a.m. at the Operations Building, 13057 Highway 9, Boulder Creek, California.

AGENDA
1. Convene Meeting/Roll Call

2. Oral Communications

This portion of the agenda is reserved for Oral Communications by the public for
items that are not on the Agenda. Any person may address the Committee at this
time, on any subject that lies within the jurisdiction of the Committee. Normally,
presentations must not exceed three (3) minutes in length, and individuals may only
speak once during Oral Communications. No actions may be laken by the
Committee on any Oral Communications presented; however, the Committee
may request that the matter be placed on a future agenda. Please state your name
and town/cily of residence at the beginning of the statement for the record.

3. Old Business: None
Members of the public will be given the opportunity to address each scheduled item
prior to Committee action. The Chairperson of the Committee may establish a time
limit for members of the public to address the Committee on agendized items.

a. INVESTMENT POLICY
Discussion by the Committee regarding the District Investment Policy.

b. COST OF SERVICE PROPOSALS REVIEW
Discussion by the Committee regarding the Cost of Service Proposals.

4, New Business:
Members of the public will be given the opportunity to address each scheduled item
prior to Committee action. The Chairperson of the Committee may establish a time
limit for members of the public to address the Committee on agendized items.

a. ELECTRONIC SERVICES FOR BILL PAY
Discussion by the Committee regarding Electronic Services for Bill Pay.

5. Informational Material: None.

6. Adjournment



In compliance with the requirements of Title Il of the American Disabilities Act of
1990, the San Lorenzo Valley Water District requires that any person in need of any
type of special equipment, assistance or accommodation(s) in order to communicate
at the District's Public Meeting can contact the District Office at (837) 338-2153 a
minimum of 72 hours prior to the scheduled meeting.

Agenda documents, including materials related to an item on this agenda
submitted to the Committee after distribution of the agenda packet, are available
for public inspection and may be reviewed at the office of the District Secretary,
13060 Highway 9, Boulder Creek, CA 95006 during normal business hours. Such
documents may also be available on the District website at www.s/lvwd.com
subject to staff's ability to post the documents before the meeting.

Certification of Posting

| hereby certify that on February 5, 2016, | posted a copy of the foregoing agenda
in the outside display case at the District Office, 13060 Highway 9, Boulder Creek,
California, said time being at least 72 hours in advance of the regular meeting of
the Budget & Finance Committee of the San Lorenzo Valley Water District in
compliance with California Government Code Section 54956.

Executed at Boulder Creek, California, on February 5, 2016.

Holly B. Morrison, District Secretary
San Lorenzo Valley Water District



http://www.slvwd.com/

SAN LORENZO VALLEY WATER DISTRICT
STHAFEMENT-OFINVESTMENT POLICY 20342016

INTRODUCTION

The purpose of this document is to establish formal policies for the prudent investment of the
District’'s unexpended cash. The main objective of this policy is the establishment of guidelines
for the investment of all San-Lerenzo-Valley-Water Districtfunds-er-funds belonging to or in
the custody of the District, in a manner which conforms to all state and local statutes governing
the mvestment of publlc funds and prowdes for an optimal comblnatlon of safety, I|qU|d|ty and
yield. , A v '

BASIC POLICIES

1. PRUDENCE: San-Lerenze—ValeyWaterDistrict funds shall be invested under the

“prudent investor standard” (Califernia—Civil-Code,—Section—2261,—et—seg-California
Government Code Section 27006.3 53600.3) which essentially states that all

investments shall be made with—judgment—and care, under circumstances then
prevailing, whieh—persens—et—predenee&hseretmn—and—n%ethgenee—exere&e—m%he

prelealele—saiety—ef—therr that a prudent person actlnq in I|ke CapaC|tv Would use W|th
funds of like character to safequard capital as-well-as-the-prebable-thcome-to-be-derived

and maintain liguidity.

wn

DELEGATION OF AUTHORITY: Authority to manage the San-LerenzeValley\Water
Dlstrlct |nvestment program |s delegated to the District Manager Ihls—authenty—ts

= v~ NO person
may engage inan mvestment transaction except as prowded under the-term-of-

4. this pPolicy-and-theprocedures-established-by-the District Manager.
1.

OBJECTIVES: The primarny-objectives of the San-Lerenze-Valley-Water-District’'s investment
activities in priority order shall-be are as follows:

A.

SAFETY — Safety of principal is the foremost objective of the investment program. The
District’'s investment portfolio shall be designed and undertaken in a manner that seeks to
ensure the preservation of the principal invested.

B.

LIQUIDITY — The District’s investment portfolio shall be designed to remain sufficiently liquid to
enable the District to meet all operating requirements which might be reasonably anticipated.
The liquid needs of the District shall be commensurate with the constraints of anticipated cash



flow requirements.

C.

RETURN ON INVESTMENTS — The District’s investment portfolio shall be designed with the
objective of attaining the maximum possible rate of return commensurate with the District’'s
investment risk constraints and the cash flow characteristics of the portfolio.

4.

PERFORMANCE STANDARDS: Investments shall only be made as allowable by law with
specific reference to California Government Code Section 53600, et seq., and any other
applicable provisions of law.

5.

AUTHORIZED AND ACCEPTABLE INVESTMENTS: District funds shall be invested only in the
following investment instruments and within any limits indicated.

A.

LAIF — The Local Agency Investment Fund (LAIF) was created by California Government Code
Section 16429.1-threugh-16429.3., et seq. LAIF is an investment pool established and
controlled by the State of California to afford smaller agencies the benefits of a large
investment portfolio, such as higher interest rates and greater diversification. Bepesits-are-

WWWE&%W%WW

B
COUNTY OF SANTA CRUZ INVESTMENT POOL — The County of Santa Cruz Investment
Pool is a local government investment pool established and controlled by the County of Santa
Cruz to afford smaller agencies the benefits of a larger investment portfolio, such as higher
interest rates and greater diversification. Authority for the County of Santa Cruz Investment
Pool is delegated to the County of Santa Cruz Treasurer.

B.

C.

CERTIFICATES OF DEPOSIT — These are receipts for funds deposited in a bank, or savings
and loan, or broker deposits for a specific term and rate of interest. The principal and accrued
interest shall be insured by the Federal Deposit Insurance Corporation (FDIC). The principteal
and iasuraccrued interest in any one insured depository institution shall not exceed the limit
amount insured by FDIC.

C.

D.

PASSBOOK SAVINGS ACCOUNTS - This is a regular liquid savings account. The principal
and accrued interest shall be insured by the Federal Deposit Insurance Corporation (FDIC).
The principleal and insuraccrued interest in any one insured depository institution shall not
exceed the limit amount insured by FDIC.

D.

E.

U.S. TREASURY ANB-AGENCY-SECURIHESOBLIGATIONS — These are negotiable debt
obligations of the U.S. Government WhICh guarantee that aII |nterest and principle pavments
will be paid on time. &

epﬁs—agenereswhreh—are—seeured—by—the—tederaLgevemment—Among these are Treasury Bills

and Notes. G




DIVERSIFICATION: The purpose of diversification is to reduce overall portfolio risks while
attaining market yields. The District will diversify its investments by security type and
institution, especially when there is no decrease in yield. Pursuant to California Government
Code Section 53601(i) certificates of deposit invested outside of an authorized pool shall not
exceed thlrty percent (30%) of the Dlstrlcts total mvestment portfollo Gu#en%eemﬁeatesre#

MATURITY OF INVESTMENTS: In order to minimize the impact of market risk, generally it is
intended, that all investments will be held until maturity. Projected cash flow requirements are
the primary factor to be used in determining investment maturity terms. After cash flow needs
have been met, yield considerations will be the next factor in determining maturity terms, with
the expectations that longer maturity periods will generally yield greater returns on
investments. Investments may be sold before maturity if required for cash flow or appreciation
purposes.

The maximum maturlty term of any fixed-rate mvestment shall not exceed f|ve (5) vears seven-

EPORTING b pebe see o Do b o n b eecnin Lne e sl o L
guarterly-The District Manager shall provide to the Board of Directors quarterly investment

reports which provide a clear picture of the status of the current investment portfolio as
reguired encouraged by faw the state Legislature (California Government Code Section

53646).
9.

ETHICS AND CONFLICTS OF INTEREST: Officers and employees involved in the District's
investment process shall not conduct personal business activity that could conflict with proper
execution of the investment program or which could impair their ability to make impartial

mvestment decisions. Q#%e#s&n&e#npieye%weh*e@n%he@%tnetenwestmen%p%eees&




: : ¢ theo District's oo

10.

must-be-approved-by-the Board-of Directors—Fhe In accordance with California Government
Code Section 53607, the District's Statement-of-Investment Policy shall be adopted annually
by resolution of the Board of Directors at a public meeting.

*k% EN D **%



SAN LORENZO VALLEY WATER DISTRICT
RESOLUTION NO. 79 (87-88)

SUBJECT: DELEGATING INVESTMENT AUTHORITY TO THE DISTRICT
MANAGER IN ACCORDANCE WITH THE BOARD'S INVESTMENT
POLICY AND GUIDELINES

WHEREAS, the Dlstrict has not had an Investment Policy
to date; and

WHEREAS, 1in thelr Management Letter of September 8,
1987, the Distriet's Auditors, C.G. Uhlenberg & Co., recommended
that an Investment Pollecy be adopted as required by the State
of California; and

WHEREAS, the Board revliewed the Management Letter on
January 11, 1988 and directed that an Investment Pollcy be
brought back to the Board of Directors by February 1, 1988; and

WHEREAS, the Pollcy on Investments requires Board
actlon and the appolintment of a person responslble for imple-
menting the Investment Polley; and

WHEREAS, the Distrlct Manager, because of his exper-
lence and education, 1s capable of carrylng out this policy;

NOW, THEREFORE, BE IT RESOLVED by the Board of Direc-
tors of the San Lorenzo Valley Water District that the San
Lorenzo Valley Water Distrilct Investment Pollcy and Guidelines
1s adopted, and the Distrlict Manager 1s delegated investment
authority 1in accordance wilith that policy.

* Ok X X ¥ ¥ ¥ X X ¥ X ¥

PASSED AND ADOPTED by the Board of Directors of the
San Lorenzo Valley Water District, County of Santa Cruz, State
of California, on the 1st day of February, 1988, by the following
vote of the members thereof:

AYES, Directors: Burk, Boliden, Nitz, Rapoza, Steinkopff
NOES, Directors: NONE
ABSENT, Directors: NONE

O/
Distrilct Secretary
San Lorenzo Valley Water District




IT.

ITI.

POLICY NO.

SAN LORENZO VALLEY WATER DISTRICT
INVESTMENT POLICY AND GUIDELINES

February 1, 1988

INTRODUCTION

District monles not requilred for immedlate expenditure will
be 1nvested 1n compllance with governlng provislons of law
(see Government Code Sections 53600 et seq.) and this policy.

The Dlstrict wlll maintain adequate cash avallabiiity and
maximum yield on invested 1dle funds while 1nsurlng that
principal invested 1s protected from loss.

Investments willl be made in a range of 1nstruments to lnsure

diversification of the District's portfollo and liquidity of
assets 1n an emergency sltuatilion.

DEFINITION AND PROVISIONS OF THE GOVERNMENT CODE

Pursuant to Resolution No.  (87-88) of the San Lorenzo
Valley Water Distrlct, the District Manager has been dele-
gated lnvestment authorlity by the Board. In accordnce wilth
thls Code sectlon, collateral establlshed as securlty for
municipal funds wlll be those securitles speclfied by law as
eligible for collateral for depcsits of local public agenciles.
Investments of Distrlct monles not requlred for i1mmedlate
expendlture wlill be made 1n securities or other certificates
of indebtedness as provlded by law for the lnvestment of
publlc funds. Investments wlll be made in accordance with
thls policy.

CASH FLOW AND AVAILABILITY

An average amount of two week's warrants and one payroll is

to be malntained in immedlate avallable Investments, such as
the State Treasurer's Local Agency Investment Fund or a
similar liquild instrument. This may 1lnclude commercial paper
or repurchase agreements acqulred through the District's bank.

Weekly analysis of cash flow will serve as a basis for
determining the maturlty date of 1nvestments.



Iv.

IvV.

ACCEPTABLE INVESTMENT INSTRUMENTS

The District investment portfollo may include the following
Instruments:

Al

)

= o = o

Certificates of Deposlt purchased from banks or savings
and loan Ilnstitutions

Bankers Acceptances

Treasury Bllls and Notes

Government Agency Securltiles (e.g., Federal Natilonal
Mortgage Assoclation, Government Natlonal Mortgage
Assoclation, Federal Farm Credits)

Repurchase Agreements

Commercial Paper

State Local Agency Investment Fund

Passbook Savlings Account

AMOUNTS TO BE INVESTED

A.

Certificates of Deposit. Cash will be 1nvested only in
FDIC or FSLIC insured or fully collateralized certificates
of deposlit. Collateral for a glven investment must be
110% of principal for government securities collateral

and 150% of principal for first mortgage collateral. No
more than 5% of the District portfollo, not to exceed $1
million, shall be lnvested in any one institution. An
institution must meet the following criterla to be
considered by the District:

a) For investments greater than $100,000 the institution
must malntain $100 million 1n assets. For investments
greater than $300,000, the institution must malntailn
at least $300 milllon in assets.

b) The District will not invest in any 1nstitution less
than ten years old.

¢) The instiltution must malntain a net worth to asset
ratlo of at least 3.5%, and a posiltive earnings
record.

d) The institution must have on flle with the District
a current FDIC call report (banks) or FHLB report.



|

e) The bank or institution must be located in California.

) The institution must have a jumbo certificate to
total assets ratio of less than 50%.

Bankers Acceptances. The District will only invest
through the 15 largest hanks in the United States (in
terms of assets). The maximum investment with any one
institution will not exceed $1 million.

Treasury Bills and Notes. The District willl require
safekeeping documentation of the treasury instrument in
an acceptable safekeeplng account in the District's name.
The maximum maturity on a treasury lnstrument willl be
three years.

Government Agency Securlties. The District will require
physical deilvery of these securitlies to an acceptable
safekeepling account 1n the Dlstrlect's name. Examples of
these securitlies 1nclude Government Natlonal Mortgage
Assoclation, Federal National Mortgage Assoclation,
Federal Land Bank, and Federal Farm Credit banks,.

Commercial Paper. The District willl require safekeeplng
documentation of the security in an acceptable safekeeping
account 1n the Distrlct's name. Commercial paper will be
used solely as a short-term investment not to exceed 15
days. A rating of Standard and Poors A-1 or Moodys P-1

is required. The District will only invest 1in the largest
15 banks (in terms of total assets) in the United States.
The investment in any one institution will not exceed $1
million.

Repurchase Agreements (Repos). The District willl requilre
physical delivery of the securities backing the repo or
safekeeplng documentation 1in an acceptable safekeeplng
account 1n the Dlstrict's name, depending on the type of
securlty. Repos wlll be used solely as a short-term
lnvestment not to exceed 30 days. The institution from
which the District purchases a repo must transfer on an
ongoling basls sufflclent securltlies to compensate for
changing market condltions, and insure that adequate
collateral 1s maintalned 1n the Distrlct's safekeeping
account to cover the princlpal 1nvested. Repos will only
be purchased through the 15 largest banks 1in the Unlted
States. The lnvestment in any one institution will not
exceed $1 million.

State Local Agency Investment Fund (LAIF). The investment
with LATIF may not, by State regulation, exceed $5 million.




VII.

VIII.

IX.

H. Passbook Savings Account. Savings account shall be
maintalned for amounts under $100,000 that are received
too late 1n the day to invest in other instruments.

MATURITY OF INVESTMENTS

With the exceptlion of Treasury notes, the maturity of a given
Investment will not exceed one year. Treasury notes may be
purchased for a period not to exceed three years. Approximately
50% of the idle funds will be placed 1in investments that can

be sold for face value in the open market in the event of an
emergency.

USE OF SECURITIES DEALERS AND BROKER

The Dlstrict will utllize the services of brokers and securities
dealers only 1f the firm 1s recognized as a primary dealer by
the Federal government,

The District wlll work directly with banks and savings and
loan institutions when purchasing certificates of deposit and
not utliliize the services of brokera for this purpose.

INVESTMENT COMMITTEE AUTHORITY AND REPQORTS TO BOARD OF DIRECTORS

A staff Investment Committee consisting of the District
Manager and Accounting Supervisor will meet weekly to review
the Distriect 1investment portfolio, dally cash reports and
anticlpated cash requirements in selecting investment
instruments for 1ldle Distriect funds.

A Board Investment Subcommiteee will meet quarterly to insure
that District Investments are consistent with the adopted
policy and to consilder changes 1n the policy.

Pursuant to State law (Sectlon 53646), the Board will receilve
a detalled monthly listing of all investments in the District
portfolio.



MEMO
TO: District Manager and Finance Committee
FROM: Finance Manager
SUBJECT: Electronic Services for Bill Pay

DATE.: February 2, 2016

RECOMMENDATION:

It is recommended that the Finance Committee review the E-Box proposal and
recommend utilizing these services.

BACKGROUND:

A popular payment method for customers is using bill pay offered through their
personal bank.

The majority of vendors and utilities these days are signed up to electronically
receive the funds, which typically happens within 24-48hrs after the customer
initiates it.

The District currently does not accept electronic payments. Which means after the
customer initiates it, the bank sends a file to a third party, the third party physically
cuts a check and puts it in the mail to us. These typically take 5-14 days to get to
us depending on timing and location of the third party.

It is a regular phone call and complaint we receive from our customers. When the
majority of their other bills acknowledge the payment within 48hrs, it is hard for
them to remember the delay in processing to us. This also takes up a lot of staff
time processing the physical checks that come in.

The return on investment speaks for itself considering the staff time involved and
the value to the customer. This is a monthly service with a small startup cost. |
recommend proceeding to modernize accepting electronic bill pay options.

Regards,

Stephanie Hill
Finance Manager
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