
 

 

 

NOTICE OF SPECIAL 
BUDGET & FINANCE COMMITTEE 

MEETING 
 

Responsible for the review of District finances 
including rates, fees, charges, and other sources of 
revenue; budget and reserves; audit; investments; 

insurance; and other financial matters. 
 

NOTICE IS HEREBY GIVEN that the San Lorenzo Valley Water District has called a special 
meeting of the Budget & Finance Committee to be held on Monday, November 9, 2020, 
9:00 am, via video/teleconference. 
 
https://global.gotomeeting.com/join/422056877 
 
You can also dial in using your phone. 
(For supported devices, tap a one-touch number below to join instantly.) 
 
United States (Toll Free): 1 866 899 4679 
- One-touch: tel:+18668994679,,422056877# 
 
United States: +1 (571) 317-3116 
- One-touch: tel:+15713173116,,422056877# 
 
Access Code: 422-056-877 
 

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. Please understand that California law (The Brown Act) limits what 
 the Board can do regarding issues raised during Oral Communication. No action or 
 discussion may occur on issues outside of those already listed on today’s agenda. Any 
 person may address the Committee at this time, on any subject that lies within the 
 jurisdiction of the District.  Normally, presentations must not exceed five (5) minutes in 
 length, and individuals may only speak once during Oral Communications.   
 Any Director may request that the matter be placed on a future agenda or staff may be 
 directed to provide a brief response. 
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3. 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. REVIEW OF DRAFT FISCAL YEAR 2019-20 COMPREHENSIVE ANNUAL 
  FINANCIAL REPORT 
  Discussion and possible action by the Committee regarding the review of  
  the FY 19-20 Audit. 
 
4. Adjournment 

 
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.slvwd.com subject to staff’s ability to post the documents before 
the meeting. 

 
 

Certification of Posting 
 
I hereby certify that on November 6, 2020 I 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 24 hours in advance of the special 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 November 6, 2020  

  
 

               _____________________________________ 
   Holly B. Hossack, District Secretary                                          
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M E M O 
 
 
TO:  Finance Committee 
 
FROM: Director of Finance  
 
SUBJECT: Draft ANNUAL FINANCIAL REPORT FY2019-20 (CAFR)  
 
DATE:  November 9, 2020 
 
RECOMMENDATION: 
 
It is recommended that the Budget & Finance Committee review this memo and the attached 
Comprehensive Annual Financial Report (CAFR) for fiscal year 2019-20. Upon review, it is 
recommended we suggest any edits and move it to a Special BOD Meeting in the near future. 
 
BACKGROUND: 
 
District staff, with the assistance of our auditors, prepared a CAFR in accordance with 
guidelines established by the Government Finance Officers Association (GFOA). GFOA 
awards a Certificate of Achievement for Excellence in Financial Reporting Program, of which 
we were awarded for the prior fiscal year 2018-2019.  
 
The District is required by state law to annually examine its financial records. The firm has 
conducted an independent audit of the District’s financial records for the respective fiscal 
years. This examination of the District’s financial records was conducted in accordance with 
generally accepted accounting standards and principles. As in previous years, the District 
received an “unmodified opinion,” meaning the financial statements present fairly, in all 
material respects, the financial position of the District as of June 30, 2020. The Financial 
Statements are transmitted under separate cover. A representative from the firm will be 
present to address the Board regarding this matter. 
 
The CAFR furnishes information concerning the District’s financial position and activities for 
the one (1) year period from July 1, 2019 – June 30, 2020 for all funds:  
 

• Net position increased 7.11% or $2,221,426 to $33,448,938. Net position is made up 
of three components: net investment in capital assets, restricted net position and 
unrestricted net position 

o Net investment in capital (net of related debt) increased more than 8.8% or 
$2,820,800. There was depreciation expense of $1,582,370 compared to the 
investment in current year capital of $4,747,113, with ~$2.6M funded by debt. 

o Restricted net position decreased $1,563,833 to $667,387. Restricted is for 
contractual restricted amounts such as required by debt covenants and 
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assessment districts. The main contributor is the debt funding for the Probation 
Tank project loan was used. 

o Unrestricted net position increased $964,459, leaving a positive balance of 
$867,999. As discussed in prior years, there have been certain events that put 
the District at a deficit. Main contributors to this were interties 2, 3 & 4, in 
2016, where once the grant funding ran out, the remaining was paid from our 
cash. Another factor this year was the GASB 75 accounting pronouncement 
that required the District to put Other Post-Employment Benefits (OPEB) 
liabilities on the books. The Water Fund has a positive unrestricted balance of 
$1,006,634, Sewer Fund has a deficit of $138,635. With the future Sewer Fund 
rate increases, this should gradually be remedied. 
 

• Operating revenues increased 9.92% or $1M to $11.1M, primarily due to increased 
water sales revenues related to the 2017 rate study.  
 

• Operating expenses increased 7.95% or $584K to $7.9M. The increase had $517K 
related to the pension and OPEB expenses ($373K and $144K, respectively), $211K 
related to other salary/benefit increases and offset by a $151K decrease related to 
lower legal expenses attributed to less fees and settlements from the prior year. 
 

• Non-operating revenues increased $284,195 to $1,546,042. This is attributed to 
increases in interest earned on investments, mainly being the remaining loan balances 
yet to be used.  
 

• Non-operating expenses increased $632,480 to $1,229,698. This was mainly due to 
interest expense payments and debt issuance costs on the new debt. 
 

• Net income before capital contributions increased $140K to $2.2M. This is a good 
indicator that the District is moving in the right direction. With continued positive 
income, we will focus on building reserves back up and funding capital projects. 

 
• Overall net position for the end of period increased $2.2M. This is a positive direction 

for the District.  
 
It is important to understand the differences between external and internal financial reports 
and analysis. Audited financial statements, unlike budgets, have been examined, or "audited," 
by an external, independent certified public accountant. Extensive tests are performed on 
account details and balances that are represented on a company's financial statements to 
ensure their accuracy and reliability, while budgets are reviewed internally by upper 
management to ensure company goals and targets are reasonable and achievable, and its 
resources are being allocated in a way that maximizes revenue. 
 
This current process is the audit portion of the fiscal year 2019-2020 results. There will be a 
more in depth review of how the results compared to the budget at the next Budget & Finance 
Committee meeting.  
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The supplemental charts and transmittal letter are also in the process of being finalized. For 
the supplemental information, we are adding a glossary/acronym section as well as a chart 
tracking the unfunded pension and OPEB liabilities. These will all be part of the final package 
submitted to the Board. 
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Management’s Discussion and Analysis, continued 
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Management’s Discussion and Analysis, continued 

Total Expenses 

Sub
jec

t to
Rev

iewwwwwvivieReevevReReReReeeee

34 of 107



Management’s Discussion and Analysis, continued 
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Management’s Discussion and Analysis, continued 
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Postponement of the Effective Dates of Certain 
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Investments Authorized by the California Government Code and the District’s Investment Policy  
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Custodial Credit Risk 
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Investment in County of Santa Cruz Investment Pool, continued 
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Felton Safe Drinking Water Loan 
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Sensitivity of the Total OPEB Liability to Changes in the Healthcare Cost Trend Rates 
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Contributions 
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Deferred Pension Outflows (Inflows) of Resources, continued 
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Governmental Accounting Standards Board Statement No. 84, continued 
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Governmental Accounting Standards Board Statement No. 90 
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Governmental Accounting Standards Board Statement No. 91, continued 
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Governmental Accounting Standards Board Statement No. 93, continued 
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Governmental Accounting Standards Board Statement No. 97 

Certain Component Unit Criteria, and Accounting 
and Financial Reporting for Internal Revenue Code Section 457 Deferred Compensation Plans—an 
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Change in Benefit Terms 

Change of Assumptions and Methods 
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Change in Benefit Terms
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Government Auditing Standards
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