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BOARD OF DIRECTORS
Pam Tobin
Ken Miller
Ted Costa
Dan Rich
Bob Walters

President
Vice President
Director
Director
Director

SAN JUAN WATER DISTRICT MANAGEMENT AND STAFF
Shauna Lorance
General Manager
Keith Durkin
Assistant General Manager
Donna Silva
Director of Finance
Teri Grant
Board Secretary/Administrative Assistant
Joshua Horowitz
Legal Counsel
OTHER ATTENDEES
Mitch Dion
Marty Hanneman
Lynn Scherrer
Paul R. Stanbrough
Yung-Hsin Sun
Tony Barela
Jason Mayorga
Neil Schild

Self
Self
Self
Self
MWH
SJWD
SJWD
SSWD

AGENDA ITEMS
I.
Public Forum
II.
Consent Calendar
III.
Committee Reports
IV.
Information and Action Items
V.
Upcoming Events
VI.
Closed Session
VII.
Open Session
VIII.
Adjourn
President Tobin called the meeting to order at 7:00 p.m.

I.

PUBLIC FORUM
There were no public comments.

II.

CONSENT CALENDAR
All items under the consent calendar are considered to be routine and are
approved by one motion. There will be no separate discussion of these items
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unless a member of the Board, audience, or staff request a specific item removed
after the motion to approve the Consent Calendar.
1. Minutes of the Board of Directors Meetings
Approval of San Juan Water District’s Board of Director’s meeting minutes as
follows:
1. Minutes of the Board of Directors Meeting, December 9, 2015
Director Costa requested Item 1 be removed from the Consent Calendar for
discussion. Director Costa commented that he had concerns regarding page 2
and 3 of the minutes under the Assistant General Manager Employment
Contract. He commented that the Board was not informed of all the items that
the contract with the AGM would include such as incentive awards and no
ending date. In addition, he believed that the contract should have been
negotiated in Closed Session with the Board. Ms. Lorance commented that the
topic was openly discussed in several meetings including that the contract
would include an additional week of admin leave and the opportunity for
incentive award.
In response to Director Walters’ question, Mr. Horowitz explained that the
Community District Act does not prohibit or expressly allow employment by
contract versus employment by some other system, and it is not uncommon for
public agencies to have employment contracts with executive level
management employees. Mr. Horowitz commented that this topic is not on the
agenda for discussion and should instead be discussed at a later meeting. He
commented that Ms. Lorance has the authority to enter into contracts with
employees as long as severance packages are not included in a contract. At
the request of Directors Costa and Walters, President Tobin referred discussion
of the AGM contract to the Personnel Committee under Closed Session.
Director Walters moved to approve the minutes of the Board of Directors
meeting from December 9, 2015. Director Rich seconded the motion and it
carried unanimously.

ACTION AND INFORMATIONAL ITEMS
III.

COMMITTEE REPORTS
1. Public Information Committee (11/16/15)
Ms. Lorance reported that the committee met on November 16, 2015, and the
agenda items were discussed at a previous Board meeting:




Public Information Plan (W & R)
Other Public Information Matters
Public Comment
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The committee meeting minutes will be attached to the original board minutes.
Public Information Plan (W & R)
President Tobin reported that the committee was presented with a list of
questions and answers from the previous board meeting and discussed the
various information that should be provided on the transparency hub and the
best way to structure the included information.
For information, no action requested
2. Water Supply & Reliability Committee (12/14/15)
Director Walters reported that the committee met on December 14, 2015, and
discussed the following:





Selection of Consultant for a Water Management and Reliability Study
Update (W)
Planning for Various Year Types for 2016 (R)
Other Matters
Public Comment

The committee meeting minutes will be attached to the original board minutes.
Selection of Consultant for a Water Management and Reliability Study
Update (W)
Mr. Durkin informed the Board that the committee released a Request for
Proposal (RFP) for a Water Management and Reliability Study. The study will
look at options for the District to put its water rights and contract entitlements to
beneficial use and manage water better in the wholesale service area. Mr.
Durkin explained that 13 different options were in the RFP and it is expected
that the consultant will suggest other options as well.
Mr. Durkin explained that, once the list is narrowed down, the consultant will do
a comprehensive review of the different options. In addition, he reviewed the
scope of work and project schedule which indicates that the study should be
completed by the first part of October 2016. Ms. Lorance explained that, after
this initial study is completed, a detailed feasibility analysis is expected to take
another six months then design of a proposed project could take another year
or more, depending on what is recommended from the study.
Director Walters moved to enter into a contract with MWH for completion
of the Water Management and Reliability Study for $199,651 and approve
staff authorization up to $220,000 for the project, which includes a 10%
contingency.
Director Costa seconded the motion and it carried
unanimously.
Planning for Various Year Types for 2016 (R)
Ms. Lorance reported that the Water Supply & Reliability Committee referred
discussion of the need to develop a plan for three possible alternatives; a wet
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year, a continuation of existing conditions, or a worsening of the drought to the
Volunteer Drought Committee.
For information only; no action requested.
3. Volunteer Drought Committee (12/15/15)
Ms. Lorance reported that the committee met on December 15, 2015, and
discussed the following:





Overview of Water Supply Forecast (W)
2016 Water Conservation Stages (R)
Other Engineering Matters
Public Comment

The committee meeting minutes will be attached to the original board minutes.
Overview of Water Supply Forecast
For Overview of Water Supply Forecast, please see the committee minutes.
2016 Water Conservation Stages
Ms. Lorance reported that one of the biggest issues that the Customer Service
Department is hearing about is the inequality between customers conserving
and not conserving water. She explained that the committee discussed the
need to conserve between 32% and 36% through October of 2016, which will
not be known until after the State Water Resources Control Board (SWRCB)
meets February 2nd. Ms. Lorance reported that the committee discussed water
conservation targets based per connection or per lot size, with the consensus
of the committee being to look into water targets based on lot size. Director
Miller requested the date of the next committee meeting since he will be in
direct opposition to targets based on lot size. Ms. Lorance explained that the
committee will be looking into this in order to provide the Board with a
recommendation only.
Ms. Lorance commented that the next meeting of the committee was not yet
set and needs to be determined by the Board. The Board discussed the next
meeting and requested that the meeting be set after the February 2 nd SWRCB
meeting and after the February 10th Board meeting. President Tobin
commented that she attended and testified at the last SWRCB meeting instead
of attending the Drought Committee meeting. President Tobin reported that
she testified before the SWRCB to let them know that the region has met
impressive conservation targets and that while the conservation targets were
met, the water level at Folsom Reservoir had not improved. The SWRCB
decided that Folsom Reservoir would have carry-over storage of 200,000 acre
feet.
Director Walters and President Tobin commented that Kevin Knauss has a blog
and has minutes that were kept of the prior drought committee meetings and
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suggested that he be contacted to obtain a copy of those minutes and to get
authorization to place a link to his blog on the District’s webpage.
Director Rich voiced concern that the District is not collecting enough data each
month from meter reads to make significant changes to enforce conservation.
He suggested that the District read meters once per month, even if billing only
occurs bi-monthly. Ms. Lorance commented that she will investigate the
potential implications of reading the meters monthly and will provide the
information at the February meeting. Mr. Horowitz commented that going to a
monthly meter reading is actually a good idea since the SWRCB has been
requiring more data from agencies.
For information only; no action requested.
4. Finance Committee (1/12/16)
Director Costa reported that the committee met on January 12, 2016, and
discussed the following:









Review and Pay Bills (W & R)
Letter from FOWD on FO-40 pipeline (W)
Investment Policy Revisions (W/R)
Upcoming Mid-Year Budget Review – Potential Impacts (W/R)
February Finance Workshop (W/R)
Ordinance 14000: Connection Fees for Water Service (R)
Other Finance Matters
 Legal Services Fees for 2016 (W/R)
Public Comment

The committee meeting minutes will be attached to the original board minutes.
Review and Pay Bills (W & R)
President Costa reported that the committee reviewed bills and claims in the
amount of $3,209,637.05 and found them to be in order.
Director Costa moved to approve Resolution 16-01. Director Rich
seconded the motion and it carried unanimously.
Letter from FOWD on FO-40 Pipeline (W)
Director Costa reported that the Board received a letter from FOWD requesting
to pay for Phase II of the FO-40 pipeline project as costs are actually incurred.
Director Costa moved to accept FOWD’s request to direct fund Phase II of
the FO-40 pipeline project under the following conditions:
 A signed agreement to pay the projected costs is signed by both
agencies
 The agreement includes paying the estimated upcoming quarter
costs in advance
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The capital facilities fees will remain in effect until an agreement
is signed by both agencies

Director Walters seconded the motion and it carried unanimously.
In response to Director Walters’ question, Ms. Lorance responded that staff will
work with Legal Counsel to make sure that the agreement does not abrogate
the previous agreement with FOWD. In addition, she commented that the
agreement is for a direct payment schedule, and not a discussion of
responsibilities. She explained that FOWD will be billed quarterly for capital
facilities fees for Phase II of the FO-40 project until a signed agreement is in
effect, in accordance with the fee schedule previously approved by the Board.
She informed the Board that Mr. Underwood would like to have the FOWD
board review the proposed direct payment schedule once the SJWD Board
approves the request.
Investment Policy Revisions (W/R)
Director Costa reported that Ms. Silva informed the committee that there have
been some recommended changes to the SJWD Investment Policy.
Ms. Silva commented that she plans to bring the Investment Policy before the
Board on an annual basis to ensure that the District’s policy remains in line with
the government code.
Director Costa moved to approve the updated Investment Policy. Director
Rich seconded the motion and it carried unanimously.
Upcoming Mid-Year Budget Review – Potential Impacts (W/R)
Ms. Silva informed the Board that she will be conducting a mid-year review of
the budget with management staff. There are two items that have already been
identified as out of line with the budget – overtime and continuation of
conservation requirements. Once the mid-year review is completed, she will
report back to the Finance Committee.
For information only; no action requested.
February Finance Workshop (W/R)
Director Costa reported that a workshop conducted by Ms. Silva will be
scheduled for February regarding government finance.
For information only; no action requested.
Ordinance 14000: Connection Fees for Water Service (R)
Director Costa reported that during the economic downturn, the Board was
requested by developers to consider allowing connection fees to be paid at the
time they initiated water service to facilitate cash flow issues. Unfortunately,
there are some developers that are not paying the connection fees, and when a
new homeowner comes in to start water service they are surprised with a large
connection fee that is due.
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Mr. Durkin reported that he is working with the customer service and
engineering departments, as well as Legal Counsel, to make suggested
revisions to the ordinance which will require connection fees to be collected at
the time of final plan approval. He explained that this is customary practice for
most cities and agencies. He will bring this topic back to the next Finance
Committee meeting.
Director Walters suggested that the revised ordinance be sent to the various
counties, along with sending it to the Builders’ Exchange. Mr. Horowitz
commented that there have been some counties that have cooperated with
water agencies to incorporate the connection fee payment requirements into
the map approval requirements. Mr. Durkin will look into this with Placer and
Sacramento counties.
In response to President Tobin’s question, Ms. Lorance responded that under
Stage 5 conservation requirements, the District will not issue Will Serve letters;
however, the Board has requested that this be coordinated with the cities of
Roseville and Folsom since the same water source is used.
For information only; no action requested.
Other Finance Matters (W or R)
 Legal Services Fees for 2016 (W/R)
Director Costa reported that a letter was received from Bartkiewicz, Kronick
& Shanahan (BKS) informing the District of an increase in attorney fees
effective January 1, 2016. Director Costa commented that he wanted the
Legal Affairs Committee to review the process used to notify the District of
any rate increase but the minutes reflected review of the contract. Ms.
Lorance commented that she reviewed the contract and BKS is following
the process to provide a letter of notification prior to any rate increase.
Director Costa requested that the Legal Affairs Committee review the Legal
Counsel contract at their next meeting.


Director Costa reported that a new 5-year financial plan, that will include the
impacts of the past drought as well as future capital improvements, will be
conducted by The Reed Group.



Director Costa reported that Director Miller’s question regarding Social
Security COLA was addressed.
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IV.

INFORMATION AND ACTION ITEMS
1. GENERAL MANAGER’S REPORT
1.1

Water Supply Update
Ms. Lorance reported that Folsom Reservoir is at approximately 270,000
acre feet and there is a little over 100% of average snow. She commented
that El Niño has peaked and now storms will come through.
For information, no action requested

1.2

Groundwater Reimbursement (W/R)
Ms. Lorance provided the Board with a staff report which will be attached to
the meeting minutes. She informed the Board that 2014 was, at that time,
considered the driest year and SWRCB had requested 20% water
conservation. Therefore, SJWD-W requested groundwater pumping by
CHWD and FOWD for 2014. The wholesale customer agencies (WCAs) had
approved a shortage policy that included maintenance and readiness to
serve, as well as reimbursement for pumping. Ms. Lorance reported that all
WCAs agreed that reimbursement for groundwater pumped in 2014 is
appropriate.
Ms. Lorance informed the Board that there is disagreement on payment for
maintenance costs between 2009 and 2013, based on annual invoices not
being received, as required by the contract, and the amount of pumping
those years being appropriate for reimbursement (maybe more than
necessary for readiness to serve). Ms. Lorance recommends that the Board
discuss the option of paying for the actual groundwater pumped during 2014
by CHWD and FOWD from SJWD wholesale reserves. Further discussion
would continue on the costs incurred during 2009-2013 maintenance
pumping. The total costs for 2014 for CHWD and FOWD, minus the $93.32
per AF cost for surface water that was an avoided cost, came to $396,023.
The intent would be for this amount to be budgeted in the 2016/2017
wholesale budget and paid in July 2016.
The Board discussed the groundwater reimbursement issue. In response to
Director Rich’s question, Ms. Lorance explained that the Board accepted the
groundwater reimbursement report that was performed by Mr. Mitch Dion;
however, it was contingent on the other WCAs agreeing to the
reimbursement allocations. She commented that the WCAs have concerns
regarding the maintenance pumping from 2009-2013 since invoices were not
received and therefore the WCAs were not given the opportunity to end the
agreement. There are two options that came out of the discussions:
Option A – SJWD-W pays for water supply then allocates costs via the
water rate process for all WCAs. This would be for the $396,023
portion. Then further discussion would continue on the costs incurred
during 2009-2013 for maintenance pumping/readiness to serve in the
amount of approximately $1.6 million.
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Option B – SJWD-W pays for everything over a five year period then
increase wholesale rates accordingly to cover the cost of the benefit to
all five agencies.
Director Costa commented that he prefers Option B which, over the long
term, is the best policy to initiate.
In response to Director Miller’s comment, Ms. Lorance informed the Board
that her staff report contains specific information on the Shortage Policy
which was the basis for the maintenance pumping. In addition, there is
concern from the WCAs that the policy does not apply since water usage
was below 54,000 AF between 2009-2013.
Director Walters suggested that the WCAs are informed of what is
happening at this time so that they have an opportunity to comment. Ms.
Lorance will send an email which will inform the WCAs of the options being
considered.
For information, no action requested
1.3

Regional Federal Lobbying (W)
Ms. Lorance reported that the cities of Roseville and Folsom along with the
District jointly hired the Ferguson Group for federal lobbying on issues
related to surface water and Folsom Reservoir. She provided the Board with
a staff report which covers the legislative platform for this year. This year,
the draft Federal platform has been divided into three sections: Operations,
Upcoming Issues and Awareness of the Agencies. A copy of the staff report
will be attached to the meeting minutes.
Ms. Lorance informed the Board that she and President Tobin will be
attending the ACWA DC2016 conference. Ms. Lorance and President Tobin
will be attending the R3 meeting (staff and elected officials) which will
coincide with the conference and President Tobin will also be attending the
ACWA Federal Affairs Committee meeting.
Ms. Lorance informed the Board that the City of Roseville is requiring that a
RFP is posted for the federal lobbying contract since the contract with the
Ferguson Group dates back to 1999.
For information, no action requested

1.4

Water Transfer Opportunities (W)
Ms. Lorance reported that two possible water transfer opportunities are being
looked into – conserved water and/or groundwater substitution. She
explained that a conserved water transfer has never been done in California
and was attempted last year. However, there is no whitepaper providing the
basic instructions on how to accomplish the transfer.
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Ms. Lorance reported that she will be meeting with the United States Bureau
of Reclamation (USBR) to discuss the approach to use for implementing a
conserved water transfer. She commented that there is a draft approach
which is already being updated with new ideas and it is understood that more
data is being required instead of assumptions.
She informed the Board that another attempt to transfer conserved water to
Santa Clara Valley Water District will be made, which will take a
considerable amount of staff time. The Board discussed the possibility of a
conserved water transfer. Ms. Lorance suggested that the Water Supply &
Reliability Committee and/or the Legal Affairs Committee discuss the transfer
and develop an action plan.
Ms. Lorance informed the Board that the other opportunity is to initiate a
groundwater substitution transfer this year. She explained that the intent
would be to work with CHWD and FOWD under an agreement. She will be
meeting with FOWD and CHWD to discuss the possibility of the transfer. In
addition, she has discussed with the WCAs the possibility of using the CTP
for a groundwater substitution transfer with SSWD.
Director Walters voiced concern regarding attempting both transfers at the
same time as it might give reason for the conserved water transfer to be
rejected since a groundwater substitution transfer could be completed in its
place. Ms. Lorance will bring the discussion of water transfers to the
committees.
For information, no action requested
1.5

United States Bureau of Reclamation (W)
Ms. Lorance reported that she attended the USBR meeting on January 8 th.
She commented that USBR has transitioned to a reactionary agency dealing
with situations as they arise, rather than planning for increasing water supply
to mitigate the reductions to contractors as a result of environmental
requirements. USBR used to be the model of planning and constructing
water facilities. They also used to be the Contractors’ advocate to minimize
impacts to water contractors. They now have to defer to the fishery agencies
and react to decisions by others constantly.
Ms. Lorance reported that the USBR discussed identifying a “Liaison” that
could be in the regional office. The sole purpose for this position would be to
identify the impacts to water supply as decisions are made, and to keep the
contractors informed. This position could either be from the USBR staff or
the contractors could fund a new position at the CVPWUA (Central Valley
Project Water Users Association) who would be housed in the regional office
of USBR. A decision on the best approach has not been made.
For information, no action requested
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1.6

Conservation Status (R)
Ms. Lorance reported that the District is currently at a 36.1% cumulative
reduction. She commented that it will be difficult to stay above 36% in
January and February. In addition, she expects the conservation requirement
to likely be 32% through October 2016.
For information, no action requested

1.7

Report Back Item
Ms. Lorance reported that two workshops have been scheduled in February.
The first workshop is scheduled for Wednesday, February 17th to cover
succession planning, staffing and policy. The second workshop is scheduled
for Thursday, February 18th to cover government finance.
For information, no action requested

1.8

Miscellaneous District Issues and Correspondence
 Ms. Lorance reported that she received an email from David Murillo
on Friday stating that there may be some federal drought funding that
he can request for projects that will have immediate or long term
benefit. Mr. Murillo needed a description of the project, benefit and
estimate cost by end of Monday; therefore, Ms. Lorance submitted
information on the water reliability study. She will report back on this
topic once she receives any notification on the funding.


Ms. Lorance reported that USBR completed their Raising Shasta Dam
study. More information is available online and Ms. Lorance can
provide the link to anyone interested.



Ms. Lorance reported that she was requested to review the work of
the ACWA Storage Workgroup. She commented that the purpose of
the ACWA Water Storage Integration Work Group effort is to inform
and influence decision making related to water storage investments
by defining and quantifying the benefits of integration in terms of
statewide water supply needs and priorities. The intent is to hire MBK
to conduct a study, which will be funded by agencies’ contributions.
The budget for this will be $150,000.
Ms. Lorance commented that the water storage integration process is
complex and can have several elements depending on how it is
defined. Some of the major elements of an integrated water storage
system are:






Supply development (surface and groundwater storages)
Demand management (existing and future)
Infrastructure development/modification
System re-operations
Policy/regulatory changes
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Coordination and cooperation at local, regional, and statewide
levels
Prioritization and benefits evaluation
Optimization and uncertainty analysis
Climate change adaptability

Ms. Lorance commented that some projects to consider are:











Centennial Reservoir
Sites Reservoir
Temperance Flat Reservoir
Los Vaqueros Reservoir
Montgomery Reservoir
American River Conjunctive Management
San Luis Reservoir Enlargement
Groundwater banks and conjunctive use
Water Fix
Others

2. ASSISTANT GENERAL MANAGER’S REPORT
2.1

SWRCB Emergency Regulations (W)
Mr. Durkin provided the Board with a written staff report regarding the State
Water Resources Control Board’s (SWRCB) Emergency Regulation. A copy
will be attached to the meeting minutes. The staff report and attachments
include detailed information regarding the Emergency Regulation.
Mr. Durkin reported that more comments will be submitted after the draft
Emergency Regulation is released. The SWRCB meets in early February to
review comments and consider the Emergency Regulation.
For information, no action requested

2.2

Residential Fire Sprinkler Systems
Mr. Durkin provided the Board with a written staff report. A copy will be
attached to the meeting minutes. The staff report provides details on how the
District has worked to ensure the continued performance of residential fire
sprinkler systems, as well as commercial systems. Mr. Durkin informed the
Board that District staff will continue to lead and support a joint water/fire
program with the other regional participants to successfully achieve our
mutual goals, improve services for our customers, and reduce impacts on
District staff resources and expenses.
For information, no action requested

2.3

Report Back Items
There were no items discussed.
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2.4

Miscellaneous District Issues and Correspondence
There were no items discussed.

3. DIRECTOR OF FINANCE’S REPORT
3.1. Quarterly Treasurer’s Report
Ms. Silva provided the Board with the quarterly Treasurer’s Report, which
she will provide to the Board on a quarterly basis in the future. A copy of her
staff report will be attached to the meeting minutes. She commented that
she is recommending that the quarterly reports be placed on the consent
calendar as information only.
For information, no action requested
3.2. Report Back Items
Ms. Silva reported that the year-end audit field work was done in December
but there were two areas identified that are not yet complete; reconciliation
of the payroll bank account and the accounting for fixed assets. She
explained that there are about a year’s worth of transactions which are being
corrected since they were posted incorrectly by the several temporary
workers that the District hired over the past year.
She informed the Board that the accounting for fixed assets is also being
corrected, as there were projects entered in the books that were left as
construction in progress, so depreciation was not started on these items.
She explained that the Tyler System contains a fixed asset module which
staff is entering in the information to correct the error. She commented that
her goal is to have the audited financial statements completed by the end of
January/early February.
3.3. Miscellaneous District Issues and Correspondence
There were no items discussed.

4. LEGAL COUNSEL’S REPORT
4.1

Legal Matters
Mr. Horowitz reported that legislature is back in session, no action yet just
working on some bills carried over from last year. He commented that has
been discussion of the public goods charge and there most likely will be
legislation concerning water this year.
Mr. Horowitz informed the Board that the Central Valley Project Water Users
Association’s budget for this year is expected to be about $15,000 for the
State Board litigation that the District participates in regarding the water
rights fees.
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Mr. Horowitz reported that BKS is working diligently on representing the
District and region on the CalWater Fix. A protest and notice of intent to
participate in the hearings were filed on behalf of the District and other
clients.
Mr. Horowitz reported that there is no need for a Closed Session.

5. DIRECTORS’ REPORTS
5.1

SGA
President Tobin reported that SGA met on December 17, 2015. SGA
elected a new Chair and Vice Chair for 2016. In addition, they discussed the
ongoing process to setup the groundwater sustainability plan.

5.2

RWA
President Tobin reported that RWA meets on January 14, 2016 and there
will be an election of officers.

5.3

ACWA
5.3.1 Local/Federal Government/Region 4 - Pam Tobin
President Tobin reported that she was appointed to the Local
Government and Federal Affairs committees for 2016. In addition,
she will be attending the ACWA DC2016 conference in February.
5.3.2 Energy Committee - Ted Costa
Director Costa reported that he was appointed to the Energy
Committee for 2016. He commented that at the ACWA Fall
Conference he was able to discuss renewable energy and suggested
that the District look into opportunities for joint ventures with other
agencies on renewable energy.
5.3.3 JPIA - Bob Walters
No report.

5.4

CVP Water Users Association
President Costa reported that the CVP Water Users Association meets
January 19, 2016.

5.5

Other Reports and Comments
President Tobin announced that she appointed the 2016 Director Committee
assignments. A copy of the committee list will be attached to the meeting
minutes.
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V.

UPCOMING EVENTS
1. 2016 ACWA DC Conference
February 23-25, 2016
Washington, DC
2. 2016 ACWA Legislative Symposium
March 9, 2016
Sacramento, CA
3. 2016 Water Education Foundation – Executive Briefing
March 17, 2016
Sacramento, CA
4. 2016 Cap To Cap – Metro Chamber
April 9-13, 2016
Washington DC

President Tobin reported that there would be no Closed Session

VI.

CLOSED SESSION
1. Conference with legal counsel--anticipated litigation; Government Code
sections 54954.5(c) and 54956.9(b); significant exposure to litigation involving
state and federal administrative proceedings and programs affecting District
water rights

VII.

OPEN SESSION
There was no Closed Session.

VIII. ADJOURN
The meeting was adjourned at 9:45 p.m.

ATTEST:

TERI GRANT, Board Secretary

________________________________
PAMELA TOBIN, President
Board of Directors
San Juan Water District

AGENDA ITEM III-1
DRAFT
Public Information Committee Meeting Minutes
San Juan Water District
November 16, 2015
9:00 a.m.

Committee Members:

Ken Miller (Chair)
Pam Tobin, Member

District Staff & Consultants:

Shauna Lorance, General Manager
Judy Johnson, Customer Service Manager
Lisa Brown, Customer Service Manager
Christine Braziel, Crocker and Crocker

Topics:

Public Information Plan (W & R)
Other Public Information Matters
Public Comment

1. Public Information Plan (W & R)
The committee was presented with a list of questions and answers from the previous
board meeting. The committee discussed the various information that should be
provided on the transparency hub and the best way to structure the included
information.
For information, no action requested.
2. Other Public Information Matters
2.1

Next Meeting Date
The next committee meeting will be scheduled as needed.

3. Public Comment
There was no public comment.
The meeting adjourned at 10:00 am.

AGENDA ITEM III-2

DRAFT

Water Supply & Reliability Committee Meeting Minutes
San Juan Water District
December 14, 2015
4:00 p.m.
Committee Members:

Bob Walters, Chair
Dan Rich, Director

District Staff:

Shauna Lorance, General Manager
Keith Durkin, Assistant General Manager
Teri Grant, Board Secretary/Administrative Assistant

Members of the Public:

Michael Schaefer, Orange Vale Water Company

Topics:

Selection of Consultant for Water Management and Reliability Study
Update (W)
Planning for Various Year Types for 2016 (R)
Other Matters
Public Comment

1. Selection of Consultant for Water Management and Reliability Study Update (W)
Ms. Lorance informed the committee that staff received and reviewed four proposals
for the Water Management and Reliability Study. The proposals came from
Forsgren Associates, HDR, MWH, and West Yost Associates. She explained that
the proposal from MWH included subcontracting with GEI for the groundwater
evaluation portion of the work, which made MWH’s proposal slightly stronger than
the rest.
Ms. Lorance informed the committee that all of the proposals were responsive to the
District’s request for numerous meetings to make sure the study process is
transparent. Staff is recommending further discussions with MWH to confirm the
right people will be working on the project and their ability to provide work products
in a style of writing that can be easily understood by the public. Ms. Lorance
commented that staff’s expectation is for the consultant to narrow down the list of
alternatives to allow the next phase of the study to be at the feasibility level.
Ms. Lorance informed the committee that staff’s recommendation is MWH with GEI
as a subcontractor, assuming the discussion with MWH goes as anticipated. The
committee discussed the proposals and staff’s recommendation. Mr. Durkin
informed the committee that the consultant will be the project manager and will be
expected to keep the project on time and on budget, while meeting invoice
deadlines, providing progress notes and goals for the next month.
In response to Director Walters’ question, Ms. Lorance explained that this portion of
the study could take 6-8 months, and then a more detailed analysis could take 9-12
months, which would be followed by a recommendation of options to complete. It is
anticipated any construction or agreements would likely not start until at least 1½-2
years from now. In addition, there would need to be a legal review at some point.

Water Supply & Reliability Committee Meeting Minutes
December 14, 2015
Page 2

Mr. Durkin explained that the consultants were provided with information from BKS
regarding the District’s water rights and supplies, so it is anticipated that this phase
will require very limited legal review.
Mr. Durkin informed the committee that the consultant will be communicating with
the wholesale customer agencies (WCAs) and they will be informed when the
consultant will be at committee meetings or Board meetings. In addition, the WCAs
will be invited to attend workshops to be informed, provide input, and review
information.
The Water Supply and Reliability Committee recommends consideration of a motion
to enter into a contract with MWH for completion of the Water Management and
Reliability Study for $199,651 and approve staff authorization up to $220,000 for the
project, which includes a 10% contingency.
2. Planning for Various Year Types for 2016 (R)
Ms. Lorance reported that the volunteer Drought Committee is meeting December
15th at the request of the Water Supply & Reliability Committee. She explained that
the State Board has a meeting scheduled at the same time and therefore Director
Tobin will not be attending the committee meeting.
Ms. Lorance explained that the Drought Committee will be discussing the need to
develop a plan for three possible alternatives; a wet year, a continuation of existing
conditions, or a worsening of the drought. She expects to receive valuable insight
into planning for these scenarios. She explained that the Drought Committee will be
discussing water conservation targets based per connection or per lot size.
For information only; no action requested.
3. Other Matters
3.1
Next Meeting Date
The next committee meeting will be scheduled as needed.
4. Public Comment
There were no public comments.
The meeting adjourned at 5:01 pm.

AGENDA ITEM III-3

DRAFT

Volunteer Drought Ad Hoc Committee Meeting Minutes
San Juan Water District
December 15, 2015
3:30 p.m.

Committee Members:

Bob Walters, Chair
Pam Tobin (absent)

District Staff:

Shauna Lorance, General Manager
Lisa Brown, Customer Service Manager
Ken Kirkland, Conservation Lead
Teri Grant, Board Secretary/Administrative Assistant

Members of the Public:

George Babcock
Matt Dillion, Granite Bay Golf Course
Joe Duran, Orange Vale Water Company
Keith Harbeck
Sandy Harris, Customer
Kevin Knecht
Chris Ralston, San Juan Unified School District

Topics:

Overview of Water Supply Forecast
2016 Water Conservation Stages
Other Matters
Public Comment

1. Overview of Water Supply Forecast
Ms. Lorance informed the committee that the District is under the 36% statemandated conservation requirement through February 2016. She reported that a
new order was issued which calls for the restrictions to remain in place through
October 2016 if conditions are still dry in January. Director Pam Tobin was not able
to attend the committee meeting since she is at the State Water Board meeting
where they are discussing storage at Folsom Reservoir. Ms. Lorance reported that
the District has reached a cumulative conservation target of 36-40% through
November.
Ms. Lorance reported that Folsom is currently at 143,000 AF of water storage. She
commented that it is still too early to tell if the El Niño will help the region.
For information only; no action requested.
2. 2016 Water Conservation Stages
Ms. Lorance informed the committee that one of the biggest issues that the
Customer Service Department is hearing about is the inequality between customers
conserving and not conserving water. She commented that with the current every
other month meter reading schedule it is difficult to inform customers of their water
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use in a timely manner. She stated that reading meters every month or going to an
automated meter reading system is very costly. In addition, she mentioned that
changing to a water budget billing type system would be even more costly.
The committee discussed water conservation targets based per connection or per lot
size. In addition, there was discussion regarding unique situations, lack of fines
which would encourage customers to conserve, and enforcement issues. The
consensus of the committee is to look into water targets based on lot size.
For information only; no action requested.
3. Other Matters
3.1
Next Meeting Date
The next committee meeting will be scheduled as needed.
4. Public Comment
There were no public comments.
The meeting adjourned at 4:45 pm.

DRAFT
Finance Committee Meeting Minutes
San Juan Water District
January 12, 2016
4:00 p.m.

Committee Members:

Ted Costa, Director (Chair)
Ken Miller, Director

District Staff:

Shauna Lorance, General Manager
Keith Durkin, Assistant General Manager
Donna Silva, Director of Finance
Teri Hart, Board Secretary/Administrative Assistant

Member of the Public:

Dave Underwood, Fair Oaks Water District

Topics:

1.

Review and Pay Bills (W & R)
Letter from FOWD on FO-40 pipeline (W)
Investment Policy Revisions (W/R)
Upcoming Mid-Year Budget Review – Potential Impacts: (W/R)
 Overtime
 Continuation of Conservation Requirements
February Finance Workshop (W/R)
Ordinance 14000: Connection Fees for Water Service (R)
Other Finance Matters
 Legal Services Fees for 2016 (W/R)
Public Comment

Review and Pay Bills (W & R)
The committee reviewed the presented bills and claims. The committee specifically
reviewed and authorized credit card charges and reimbursements for the General
Manager. The reviewed bills and claims were found to be in order.
Staff update: the total amount of bills and claims provided for approval for
December payables is $3,209,637.05.
The Finance Committee recommends approval of Resolution 16-01.

2.

Letter from FOWD on FO-40 Pipeline (W)
Ms. Lorance informed the committee that the Board received a letter from FOWD
requesting to pay for Phase II of the FO-40 pipeline project as costs are actually
incurred. She provided the committee with a staff report which will be attached to
the meeting minutes along with a copy of the letter from FOWD.
Ms. Lorance explained that staff prepared a proposed direct payment schedule
which would provide the same amount of funding for project reimbursement as the
Capital Facility Fees. The direct payment would delay the first part of the funds
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received by SJWD, but would also provide the remaining funding earlier. The
requested funding approach by FOWD will not negatively impact SJWD cash flow.
The committee discussed the project funding and request from FOWD. Ms.
Lorance explained that the agreement to pay the projected costs would be
reviewed by Legal Counsel and the language regarding the payment amounts
would be defined to reflect actual costs with the last payment being trued up to
actuals.
The Finance Committee recommends a motion to accept FOWD’s request to direct
fund Phase II of the FO-40 pipeline project under the following conditions:
 A signed agreement to pay the projected costs is signed by both agencies
 The agreement includes paying the estimated upcoming quarter costs in
advance
 The capital facilities fees will remain in effect until an agreement is signed
by both agencies
Mr. Underwood would like to have the FOWD board review the proposed direct
payment schedule once the SJWD Board approves the request.
Ms. Lorance informed the committee that the FOWD letter also requested an
agreement for the operation and use of the FO-40 pipeline similar to the CTP. Ms.
Lorance explained that the CTP agreement was needed because there were
parties involved in the agreement that were outside the wholesale service area,
unlike the FO-40 project. The committee discussed this request and agreed with
Ms. Lorance that SJWD should not enter into an agreement for each wholesale
pipeline and facility.
Director Costa directed a comment to Mr. Underwood that the efforts of the 2x2
discussions between FOWD and SJWD board members to improve relations
between the two agencies might be a little one sided. It has come to his attention
that the FOWD General Manager is soliciting candidates to run against the SJWD
Board in the 2016 elections. Although this is perfectly legal, it goes against the
efforts to improve the relationship between the two agencies.
3.

Investment Policy Revisions (W/R)
Ms. Silva informed the committee that there have been some recommended
changes to the SJWD Investment Policy. She provided the committee with a staff
report and red-line version of the policy. A copy of the staff report and policy will
be attached to the meeting minutes.
The committee reviewed the policy and made no changes to the recommended
revisions. Director Costa questioned the Finance Director’s title on the cover page
and suggested it should be Investment Officer. The committee discussed this and
decided to leave as is. [After the meeting, staff discussed the reference to
Investment Officer throughout the policy and is suggesting that the policy be
revised to change Investment Officer to Treasurer in the body of the document.]
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Ms. Silva pointed out that the changes will put the District’s policy in line with the
state government code which will provide broader investment opportunities. In
addition, she explained that the District’s investment portfolio is diverse between
long-term and short-term investments. She explained that the investment portfolio
is managed by PFM and she receives trade receipts and monthly statements from
PFM along with trustee statements from US Bank.
Ms. Silva informed the committee that she will be providing the Board with the
quarterly report at Wednesday’s Board meeting since she was unable to attend the
December Board meeting due to a family emergency.
The Finance Committee recommends consideration of a motion to approve the
updated Investment Policy
4.

Upcoming Mid-Year Budget Review – Potential Impacts (W/R)
Ms. Silva informed the committee that she will be conducting a mid-year review of
the budget with management staff. There are two items that have already been
identified as out of line with the budget – overtime and continuation of conservation
requirements. Once the mid-year review is completed, Ms. Silva will report back to
the Finance Committee.
For information only; no action requested.

5.

February Finance Workshop (W/R)
Ms. Lorance reported that a workshop conducted by Ms. Silva will be scheduled for
February regarding government finance. Ms. Silva commented that the workshop
is needed so that there is a shared understanding of government accounting so
she can make the changes necessary to deliver meaningful financial information to
the Board.
In addition, she will be sharing her six month assessment of the
Finance Department’s operations and making recommendations for ordinance and
policy changes that will allow the Finance Department, and therefore the District, to
operate more efficiently and effectively.
For information only; no action requested.

6.

Ordinance 14000: Connection Fees for Water Service (R)
Mr. Durkin informed the committee that the District used to collect connection fees
prior to development of the property. During the economic downturn, the Board
was requested by developers to consider allowing connection fees to be paid at
the time they initiated water service to facilitate cash flow issues. The Board
agreed to this revision and revised the ordinance. Unfortunately, there are some
developers that are not paying the connection fees, and when a new homeowner
comes in to start water service, they are surprised with a $15,000 connection fee
that is due. This has obviously created some strife for homeowners, which was
not anticipated. An additional consequence to this policy is the inability to
anticipate incoming connection fees for each annual budget.
The committee discussed the issue and Mr. Durkin explained that he is working
with the customer service and engineering departments to make suggested
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revisions to the ordinance which will require connection fees to be collected at the
time of final plan approval. He explained that this is customary practice for most
cities and agencies. He will bring this topic back to the next Finance Committee
meeting.
For information only; no action requested.
7.

Other Finance Matters (W or R)
 Legal Services Fees for 2016 (W/R)
Ms. Lorance informed the committee that a letter was received from
Bartkiewicz, Kronick & Shanahan informing the District of an increase in
attorney fees effective January 1, 2016. She commented that the increase
is less than 2%. Director Costa requested that the Legal Affairs Committee
review the contract with BKS.


The Board of Directors has requested staff to initiate a new 5-year financial
plan that will include the impacts of the past drought as well as future capital
improvements. Ms. Lorance provided the committee with a copy of the
scope of work for the Wholesale and Retail Financial Plans from The Reed
Group. She explained that the contract is for under $50,000, which is in the
general manager’s authorization; however, this is an important project so
she would like to know if there is any concern from the Finance Committee
with proceeding with the contract. The committee did not have any
concerns.



In response to Director Miller’s question, Ms. Lorance explained that Social
Security COLA is calculated based on the data from a different time period
than is used by the District. Social Security calculated a 1.7% COLA
increase in August 2014 effective January 2015 while the District calculated
a 1% COLA increase effective July 2015. In addition, in August 2015, Social
Security calculated a zero percent increase for calendar year 2016, while
the District has yet to determine any increase for fiscal year 2016-2017,
which would be included in the next budget process. Social Security uses
data based on cost of living nationwide, while SJWD uses data based on the
western cities.

For information only; no action requested.
8.

Public Comment
There were no public comments.

The meeting was adjourned at 5:24 p.m.

San Juan Water District
RESOLUTION 16-01
PAYMENT OF BILLS AND CLAIMS
WHEREAS, the Finance Committee of the Board of Directors has reviewed the
bills and claims in the amount of $3,209,637.05; and
WHEREAS, the Finance Committee of the Board of Directors has found the bills
and claims to be in order.
NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of the San
Juan Water District as follows:
1. The bills and claims attached hereto totaling $3,209,637.05 are hereby approved.
2. That the depositary be and the same is hereby authorized to pay said bills and
claims in the total sum of $3,209,637.05 of the General Fund Account.
PASSED AND ADOPTED by the Board of Directors of the San Juan Water District on
the 13th day of January 2016, by the following vote:
AYES:
NOES:
ABSENT:

DIRECTORS:
DIRECTORS:
DIRECTORS:

PAMELA TOBIN
President, Board of Directors
San Juan Water District

TERI GRANT
Secretary, Board of Directors
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AGENDA ITEM III-4.2

STAFF REPORT
To:

Finance Committee

From:

Shauna Lorance, General Manager

Date:

January 5, 2016

Subject:

FO-40 Pipeline Phase II

RECOMMENDED ACTION
Staff recommends a motion to accept FOWD request to direct fund the
Phase II of the FO-40 pipeline project under the following conditions:
 A signed agreement to pay the projected costs is signed by both
agencies
 The agreement includes paying the estimated upcoming quarter
costs in advance
 The capital facilities fees will remain until an agreement is signed
by both agencies
BACKGROUND
Constructed in 1955, the Fair Oaks 40-inch diameter transmission pipeline (FO40) is owned and operated by San Juan Water District (District) to convey treated
water to Fair Oaks Water District (FOWD), Orange Vale Water Company (OVWC),
and a portion of the San Juan Water District Retail (SJWD-R) system. Due to the
age of the pipeline, documented history of leaks, visible external corrosion, and
reliability concerns, Robert W. Miles Consulting Engineers (Miles) were hired in
2009 to complete an updated condition assessment of the pipeline and develop
alternatives for replacing or rehabilitating the pipeline.
Phase I of the project was completed in June 2013. The Phase II project will
consist primarily of re-lining the interior sections of the FO-40 that have mortar
lining classified as Type B or F, a total of approximately 8,500 lineal feet. The work
includes removing the failed or deteriorating sections of mortar, cleaning and
prepping the bare steel pipeline wall, and using mechanical re-lining equipment to
apply new mortar lining.
CURRENT STATUS
A technical memorandum was developed for the Phase II of the FO-40 project.
The costs were estimated using an escalation factor assuming a midpoint of
construction occurring in December 2017, the middle of FY17-18.
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Estimation of Probable Project Costs
Item
Construction (FY17-18)
25% Contingency & Unforeseen
Improvements
Sub Total:
Design PS&E
Bid Process
Construction Management &
Inspection
Total Proposed Budget:

Estimated Budget
$1,509,000
$377,000
$1,886,000
$132,000
$24,000
$143,000
$2,185,000

Phase II Project Cost Allocations
Agency
Fair Oaks Water District
San Juan Water District -R
Orange Vale Water
Company
Total

Cost Allocation (%)
91.0
6.4
2.6

Cost Allocation ($)
$1,988,350
$139,840
$56,810

100.0

$2,185,000

The schedule is estimated to take approximately 12 months, with design beginning
in June of 2017 and construction being completed in May 2018.
The current water rates include the following capital facilities fees to recover costs
for this project based on the benefits received:
Phase II Project Cost Allocations
Calendar Year
2016
2017
2018
2019
2020
Totals

FOWD
$397,670
$397,670
$397,670
$397,670
$397,670
$1,988,350

SJWD-R
$27,968
$27,968
$27,968
$27,968
$27,968
$139,840

OVWC
$11,362
$11,362
$11,362
$11,362
$11,362
$56,810

Total Project
Cost Recovery
$437,000
$437,000
$437,000
$437,000
$437,000
$2,185,000

FOWD sent the attached letter requesting an exception from the Capital Facility
Fees, and requested that they be allowed to pay for the project as costs actually
occur. The direct payment schedule is projected to be as follows:
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Comparison of Capital Facility Fees to Direct Payment by FOWD

Calendar Year
2016
2017
2018
2019
2020

FOWD Cap
Fac Charge
$397,670
$397,670
$397,670
$397,670
$397,670

Cap Fac
Fee
Cumulative
$397,670
$795,340
$1,193,010
$1,590,680
$1,988,350

$1,988,350

FOWD
Direct
Payments

Direct
Payment
Cumulative

$1,397,810
$590,540

$1,397,810
$1,988,350

$1,988,350

BUDGET IMPACT
The same amount of funding would be available for project reimbursement in
either approach. The direct payment would delay the first part of the funds
received by SJWD, but would also provide the remaining funding earlier. The
requested funding approach by FOWD will not negatively impact SJWD cash flow.
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AGENDA ITEM III-4.3

STAFF REPORT
To:

Board of Directors

From:

Donna Silva, Director of Finance

Date:

January 13, 2016

Subject:

Approval of Updates to the Investment Policy for the San Juan Water
District

RECOMMENDED ACTION
Consider a motion to approve updates to the San Juan Water District Investment
Policy.
BACKGROUND
The San Juan Water District’s Investment Policy communicates the Board’s
investment objectives, delegation of authority, investment procedures and defines
authorized and suitable investments for the District. While no longer required by
state law, the Investment policy should be reviewed and approved by the Board on
an annual basis. The policy was last reviewed in November of 2010.
The recommended policy is guided and constrained by the California Government
Code. It was prepared by our investment advisory firm PFM, in conjunction with the
Director of Finance and has been reviewed by the District’s legal counsel.
Staff is proposing changes to the policy that we believe will add clarity and create
additional investment opportunities. The material changes are listed below by
section. A red-lined copy of the investment policy is provided, in addition to a clean
copy, for ease of review.
Section 3. Prudence
Staff recommends removal of the reference to the “Prudent Person” standard.
California Government Code requires that local agencies adopt the “Prudent
Investor” standard in the management of local agency portfolios.
Section 5.1 Delegation of Authority
Staff recommends adding language that addresses the District’s use of a registered
investment advisor, PFM. The language permits the advisor to make all investment
decisions and transactions in strict accordance with State law and the Boards’
investment policy. This is advantageous to the District in many regards:


Requiring advance District approval of a trade would result in the District
missing out on advantageous trades for the following reasons:
o PFM works “market hours”, many trades occur outside of the Districts
normal operating hours.
o PFM buys investments in large blocks. They have to name the clients
for which the investments are being purchased. If we are not



immediately available to approve a trade, the District will miss out on
that investment opportunity.
PFM offers a level of expertise not possessed by current District staff. PFM
has been retained because of their level of expertise. A review and approval
by staff of proposed trades will not result in an improvement in the
performance of the portfolio; it will simply result in more administrative burden
being placed on an already small and busy staff.

There are many safeguards in place to ensure that the investment advisor manages
the portfolio in compliance with state law and the Investment Policy:
 PFM never touches District funds or District investments. While PFM orders
the purchase and disposition of investments on behalf of the District, the cash
goes through our broker at US Bank, who also holds the investments on our
behalf.
 Finance staff regularly compares PFM monthly statements of activity to the
US Bank monthly statements to ensure they are in agreement.
 Staff reviews PFM statements and investments monthly to ensure compliance
with the Investment Policy. Additionally staff has online access to view
transactions and investments daily.
 Staff receives trade confirmations as they occur.
 PFM is a very large company. If they behaved illegally, or out of compliance
with our Investment Policy, the District could sue them for substantial
damages. If the Investment Policy were directed by staff, the District would
not enjoy the same level of recourse.
Section 6.1 Authorized Financial Dealers and Institutions
Staff has added a sentence to this section stating that if the District utilizes an
investment advisor, the advisor is authorized to transact with its own list of approved
brokers/dealers. The investment advisor will make their list available to the District
upon request.
Section 7.1 Authorized and Suitable Investments
Staff is recommending edits and additions to this section, as proposed and
explained by PFM, that will increase the safety requirements of the portfolio and
open additional investment opportunities as follows:




Municipal Obligations. We recommend the District authorize investment in
registered warrants, Treasury notes, and bonds of the state and local
agencies within the state, which are allowed under the Code in Section 53601
subsection (c) and (e). We also recommend the District authorize investment
in Treasury notes and bonds of the other 49 states, which are allowed under
the Code in Section 53601 subsection (d). PFM recommends that the District
require a credit rating of at least “A” or the equivalent by a Nationally
Recognized Statistical Rating Organization (“NRSRO”) on these obligations.
Banker’s Acceptances. We recommend the District set a minimum credit
rating of at least “A-1” or the equivalent by a NRSRO. We also suggest
deleting the bullet that places a maximum allocation per bank of 30%. We are
recommending issuer maximums be addressed in the Diversification section
and reduced to 5%.








Negotiable Certificates of Deposit. We recommend the District set a minimum
credit rating of at least “A” long term or “A-1” short term, or the equivalent, by
a NRSRO.
Time Deposits. We recommend the maximum allocation to time deposits be
lowered from 20% to 10% to be more conservative due to their illiquid nature.
Money Market Mutual Funds. We suggest deleting the word mutual from the
description of this asset type as the language does not permit investment in
mutual funds and only allows money market funds. We also recommend the
District increase the maximum allocation to 20%, as allowed under the Code
in Section 53601 subsection (l).
Local Government Investment Pools (LGIPs). We recommend the District
authorize investment in joint power authorities, which are allowed under the
Code in Section 53601 subsection (p).
U.S. Instrumentalities. In late 2014, Assembly Bill 1933, which took effect
January 1, 2015, added subsection (q) to Government Code Section 53601.
This subsection allows local agencies, such as the District, to invest in the
debt issued by three U.S. Instrumentalities, the International Bank for
Reconstruction and Development (World Bank), International Finance
Corporation, and the Inter-American Development Bank. The bill simply
extends to local agencies the same authority to invest in this asset class that
the state treasurer (LAIF) has had for decades.
The U.S. Instrumentalities permitted under this code section are international
or multi-lateral financial agencies in which the United States is a participant
and are headquartered in Washington D.C. These U.S. Instrumentalities have
strong credit support from both paid-in and contingent capital calls from their
member countries and are rated AAA by Nationally Recognized Statistical
Rating Organizations. In addition, their debt is issued and available in a wide
range of maturities.
One of the primary reasons we recommend the District add this sector to its
list of authorized investments is to open up another high-quality asset class
for the District’s portfolio. The Great Recession and the mandated winding
down of Federal Home Loan Mortgage Corporation (FHLMC) and the Federal
National Mortgage Association (FNMA) have reduced the available supply of
high-quality debt in the market. The use of U.S. Instrumentality debt will allow
the District to widen its options to invest in high-quality debt given the decline
is supply from other high-quality debt issuers.
The use of U.S. Instrumentality debt is consistent with the District’s primary
objectives of Safety, Liquidity, and Return on Investment. The senior debt
issued by the authorized U.S. Instrumentality is rated “AAA” by Moody’s S&P
and Fitch. The debt issued has an active secondary market with generally
good liquidity—though less liquid than debt issued by Federal Agencies. In
addition, they can provide a modest yield advantage over traditional U.S.
Agencies—although the yield spreads are very issue/maturity specific.
Utilizing supranational debt in a high-quality portfolio can also improve
portfolio diversification.

Section 8 Investment Parameters
 Diversification. We recommend that the District set a limit that would allow no
more than 5% of the District’s portfolio to be invested in the securities of any
one non-government issuer.
 Maximum Maturities. California Government Code requires written approval
from an entity’s legislative body if the entity wants to purchase a security with
a maturity longer than five years. We have added language to this paragraph
addressing this requirement.
 We also suggest the two tables in this section summarizing investment types
be deleted as the information in the tables is provided in prior sections.
Section 10 Reporting
 Methods. California Government Code does not require an entity to provide
quarterly reports to governing bodies. However, if an entity chooses to
produce quarterly reports, the Code sets specific requirements. In order for
the District to be more flexible in their reporting, we suggest removing the
word quarterly from the Policy.
Staff still intends to provide Quarterly
Investment Reports to the Board.
 Performance Standards. We removed reference to the District’s former
benchmark and replaced it with language that is more general.
 Marking to Market. PFM calculates the portfolio’s market value on a monthly
basis and includes market values on the monthly statements; as such we
suggest stating the portfolio’s market value will be calculated monthly, as
opposed to quarterly.
Glossary of Cash Management Terms
The Glossary has been updated to reflect the additional investment sectors
recommended above.

San Juan Water District

Investment Policy
Prepared by
Mary A. MorrisDonna Silva
Finance & Administrative Services ManagerFinance Director

November 10, 2010
January
13, 2016

9935 Auburn-Folsom Road
Granite Bay, California 9576
(916) 791-0115
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1
Policy
The purpose of this document is to convey the Investment Policy of the San Juan Water
District (“District”). Though no longer required by the California Government Code, this
policy will be updated annually a s p e r m i t t e d b y t h e C o d e in order to maintain
currency with legal and District requirements. It is the District’s policy to invest all funds
in such a way as to achieve the highest investment return possible consistent with
maximum security of District funds while meeting the daily cash flow demands of the
District. All investments must conform to pertinent state and local statutes governing the
investment of public funds.
In 2006, the District submitted this Investment Policy for the first time to the Association
of Public Treasurers of the United States and Canada (“APT-US&C”) Investment Policy
Certification Committee. This certification program consists of a committee that reviews
submitted investment policies to ensure that all components of a model investment
policy are met. The District was awarded the APT-US&C Investment Policy Certificate
of Excellence Award in August 2007.
The most significant benefit to receiving of this award is the trust and confidence of the
Board of Directors and customers that the District is complying with professional
standards which have been established to ensure prudent investment of public funds.
In addition, certifications and awards such as these can enhance the District’s
underlying credit rating, which can be an important consideration when issuing debt. It
is recommended that the District have this Investment Policy certified every three
years.
2
Scope
The District currently has one fund type, an enterprise fund, in which all transactions are
accounted and reported in. Activities for both Wholesale and Retail include: NonOperating, Operations, and Capital Improvements. This investment policy applies to all
fund and activity types. In addition, this policy will apply to any new fund created, unless
that fund is specifically exempted.
2.1

Exceptions

Two exceptions exist regarding the investment of bond reserve funds and grant
funds. Acceptable investments for bond reserve funds are specified in the bond
documents, and may not necessarily be the same as those listed later in this
document (e.g. Guaranteed Investment Contract).
Bond funds will be invested in accordance with the statutory provisions governing
the issuance of the bonds or the bond documents, as applicable.
Grant funds will be invested according to the statutory and regulatory
provisions applicable to the investment of the grant funds or the grant itself, as
applicable.
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Comment [JMH1]: Is this appropriate to retain?
Has SJWD continued to submit and obtain renewed
certifications from the APT-US&C? If you want to
retain these paragraphs but SJWD has not been
maintain the certification, I recommend that you
submit the revised policy after Board approval.

2.2

Pooling of Funds

With the exception of cash in restricted and special funds, the District will
consolidate cash balances from all funds to the extent practicable in order to
maximize investment earnings and minimize fees.
3

Prudence

3
Inves tments will be made us ing judgm ent and care, which prevailing circum stanc es
allow, by persons exercising the sam e prudenc e, discretion and intelligenc e with which
they would manage their own inves tment affairs, giving spec ific cons ideration to the
probable safety of capital and inc om e expec ted to be derived.
3.1
Standard of Prudence
The standard of prudence will be the “prudent person”/”“prudent investor” standard.
W hen inv es ting, reinv es ting, purchasing, ac quiring, ex changing, selling, or
managing public funds , a trus tee shall ac t with care, skill, prudenc e, and diligenc e
under the circumstanc es then prev ailing, inc luding, but not limited to, the general
ec onom ic conditions and the anticipated needs of the District, that a prudent
person ac ting in a like capac ity and familiarity with thos e matters would us e in the
conduc t of funds of a like charac ter and with like aims, to safeguard the princ ipal
and maintain the liquidity needs of the agenc y. W ithin the limitations of this sec tion
and considering individual inv estments as part of an ov erall strategy , inv es tments
may be ac quired as authorized by law.
The District’s Investment Officer and other individuals assigned to managing the
investment portfolio acting in accordance with written procedures and the
investment policy and exercising due diligence will be relieved of personal
responsibility for an individual security’s credit risk or market price changes,
provided that such deviations from expectations are reported in a timely manner
and appropriate action is taken to control adverse developments.
4
Objectives
The primary objectives, listed in order of priority, of the District’s investment activities
are:
4.1

Safety

Safety of principal is the foremost objective of the District’s investment program.
Investments will be executed in a manner that seeks to ensure preservation of
capital in the overall portfolio, whether from institutional default, broker/dealer
default or erosion of market value of securities. In attaining this objective, the
District will strive to mitigate credit risk and interest rate risk.
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4.1.1 Credit Risk
The District will minimize credit risk, the risk of loss due to the failure of the security
issuer/backer, by:
 Limiting investments to the safest types of securities;
 Pre-qualifying the financial institutions, broker/dealers, intermediaries and
advisors with which the District will do business; and
 Diversifying the investment portfolio by sec tor and issuer.a variety of
securities offering independent returns and financ ial ins titutions .
4.1.2 Interest Rate Risk
The District will minimize the risk that the market value of securities in the portfolio
will fall due to changes in general interest rates, by:
 Structuring the investment portfolio so that securities meet the cash flow
requirements, thereby avoiding, to the extent possible, the need to sell
securities on the open market prior to maturity; and
 Investing operating funds in shorter-term securities.
4.2
Liquidity
The District’s investment portfolio will remain sufficiently liquid to meet all cash flow
requirements that may be reasonably anticipated. This is accomplished by
structuring the portfolio so that securities mature concurrent with cash flow
requirements (static liquidity). Since all possible cash flow requirements cannot be
anticipated, the portfolio should consist largely of securities with active secondary
or resale markets (dynamic liquidity). A portion of the portfolio should also be
invested in short-term securities, which offer same-day liquidity.
4.3
Return on Investment
The District’s investment portfolio will be designed to attain an acceptable rate of
return, taking into account the investment risk constraints and cash flow
requirements.
5

Standards of Care
5.1

Delegation of Authority

Authority to manage the District’s investment program is derived from the District’s
Code of Ordinances 06-002, Ordinance No. 3000.05. Under that ordinance,
management responsibility for the investment program is delegated to the General
Manager. The Finance and Adm inistrative Services ManagerDirec tor is hereby
designated as the “Investment Officer” in charge of operational management of the
investment program. The Investment Officer will periodically report to the General
Manager on the status and operation of the program. The Inves tment Officer will
be res pons ible for all inves tment trans ac tions and will
es tablish a system of controls to regulate the ac tivities of subordinate
em ployees .The Inves tment Officer may delegate the day-to-day plac em ent of
inves tments to a registered inves tment advisor. The inves tment advisor shall make
all inves tment dec isions and trans ac tions in strict ac cordanc e with State law and
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this Policy. The Inves tment Officer shall es tablish a system of written internal
controls to regulate the Dis trict’s inves tment activities , inc luding the ac tivities of the
inves tment advisor and any subordinate officials ac ting on behalf of the District.
Such controls will include regular communications on investment activities between
the Investment Officer and any authorized investment advisors or subordinate
officials. Initially, and when there are material changes to this Policy, the Investment
Officer will transmit a copy of the current version of this Policy to its professional
investment advisor.
5.2
Investment Procedures
The Investment Officer will establish written investment procedures for the
operation of the investment program consistent with this policy. The procedures
should include reference to: safekeeping, wire transfer agreements, banking
service contracts and collateral/depository agreements. No person may engage in
an investment transaction except as provided under the terms of this policy and the
established procedures.
5.3
Ethics and Conflicts of Interest
Officers and employees involved in the investment program shall refrain from
personal business activity that could conflict with proper execution of the
program, or which could impair their ability to make impartial investment
decisions. Investment officials and employees will disclose to the General
Manager any material financial interests in financial institutions that conduct
business within the District’s jurisdiction, and they will further disclose any large
personal financial/investment positions that could be related to or affect the
performance of the investment program.
6

Safekeeping and Custody
6.1
Authorized Financial Dealers and Institutions
The District will conduct investment transactions with authorized financial dealers
and institutions. All financial institutions and broker/dealers who desire to become
qualified bidders for investment transactions must provide the Investment Officer
with the following: proof of National Association of Security Dealers certification,
completed broker/dealer questionnaire, certification of having read the District’s
investment policy and depository contracts.
An annual review of the registrations of qualified bidders will be conducted by the
Investment Officer. A current broker dealer questionnaire is required to be on file
for each financial institution and broker/dealer with which the District invests. The
Investment Officer will maintain a list of authorized financial dealers and
institutions.

If the District utilizes an inves tment advisor to conduc t inves tment trans ac tions on
the District’s behalf, the inves tment advisor may us e its own list of approved
broker/dealers and financ ial ins titutions for inves tment purpos es . The inves tment
advisor’s approved list mus t be made available to District upon reques t.
SJWD Inv Pol 11-2010 (San Juan
Water)_Review_blueline_09102015.docx
December 9, 2008xx, 2015
4

As an additional source for investing, the District may utilize services designed for
government agencies seeking competitive investment rates (e.g. GFOA Yield
Advantage).
6.2

Internal Control

The Investment Officer will facilitate an annual process of independent review o f
t h e i n v e s t m e n t p r o g r a m ’ s p e r f o r m a n c e by the District’s external audit
firm as part of the annual audit. This review will provide internal control by assuring
compliance with this policy..
6.3

Delivery vs. Payment

All investment transactions, including collateral for repurchase agreements,
entered into by the District shall be conducted on a delivery-versus payment (DVP)
basis. Investments will be held in safekeeping by a third party custodian and
evidenced by safekeeping receipts. The custodian will be competitively selected by
the Investment Officer and will act under the terms of a custody agreement.
7

Authorized and Suitable Investments
7.1
Investment Types
Investment of District funds is governed by the California Government Code
Sections 53600, et seq. Within the context of these limitations, the following
investments are authorized:
•

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.

•

Federal agency or United States government-sponsored enterprise
obligations, participations, or other instruments, including those issued by or
fully guaranteed as to principal and interest by federal agencies or United
States government-sponsored enterprises.

•

U.S. Instrum entalities , United States dollar denom inated senior uns ecured
uns ubordinated obligations issued or unc onditionally guaranteed by the
International Bank for Rec ons truc tion and Developm ent, International
Financ e Corporation, or Inter-American Developm ent Bank, with a
maximum rem aining maturity of five years or les s, and eligible for purchas e
and sale within the United States . Inves tments under this subdivision shall
be rated “AA” or better by a nationally rec ognized statistical rating
organization (“NRSRO”) and shall not exceed 30 percent of the
District's moneys that may be inves ted pursuant to this sec tion.

•

Registered state warrants or Treas ury notes or bonds of this state, inc luding
bonds payable solely out of the revenues from a revenue-produc ing
property owned, controlled, or operated by the state or by a department,
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board, agenc y, or authority of the state. Sec urities eligible for inves tment
under this subdivision shall be rated “A” or better by a NRSRO.
•

Registered treas ury notes or bonds of any of the other 49 states in addition
to California, inc luding bonds payable solely out of the revenues from a
revenue-produc ing property owned, controlled, or operated by a state or by
a department, board, agenc y, or authority of any of the other 49 states , in
addition to California. Sec urities eligible for inves tment under this
subdivision shall be rated “A” or better by a NRSRO.

•

Bonds, notes , warrants, or other evidenc es of indebtednes s of a loc al
agenc y within this state, inc luding bonds payable solely out of the revenues
from a revenue-produc ing property owned, controlled, or operated by the
local agenc y, or by a department, board, agenc y, or authority of the loc al
agenc y. Sec urities eligible for inves tment under this subdivision shall be
rated “A” or better by a NRSRO.

•

Bankers’ acceptances, otherwise known as bills of exchange or time drafts
that are drawn on and accepted by a commercial bank. Additional limitations
apply:
– The maximum maturity may not exceed 180 days;
– No more than 40 percent of the District’s portfolio may be invested in
bankers’ acceptances; and
– No more than 30 percent of the District's portfolio may be invested in the
bankers’ ac ceptanc es of any one com mercial bank pursuant to this
sec tionMinimum rating of “A-1” or equivalent by at NRSRO.

•

Commercial paper of “prime” quality of the highes t ranking or of the highes t
letter and num ber rating as rated provided by a nationally rec ognized
statistical-rating organization (“NRSRO”). The entity that issues the
com mercial paper shall meet all of the following conditions in either
paragraph (1) or (2):and either:
– (1) is organized and operating in the United States as a general
corporationa U.S. corporation with total assets>$500 million with
other debt rated “A” or better by a NRSRO, or
– (2) is organized within the a U.S. entity organized as a special
purpose corporation, trust or limited liability company with programwide credit enhancements and its commercial paper is rated “A-1” or
higher by a NRSRO.
Additional limitations apply:
The maximum maturity will be 270 days or less. No more than 25 percent of
the District’s funds will be invested in eligible commercial paper.; and
The District may purchase no more than 10 percent of the outstanding
commercial paper of any single corporate issue.
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•

Negotiable certificates of deposit issued by a nationally or state-chartered
bank, a savings association or a federal association (as defined by Section
5102 of the Financial Code), a state or federal credit union, or by a statelicensed branch of a foreign bank. Negotiable certificates of depos it eligible
for inves tment under this subdivision shall be rated “A” or better long-term
or “A-1” or better short-term by a NRSRO. Purchases of negotiable
certificates of deposit may not exceed 30 percent of the District's portfolio,
which may be invested pursuant to this section.

•

Local Agency Investment Fund (LAIF), - a the State of California managed
investment pool may be used up to the maximum permitted by California
State Lawlaw.

•

Time Depos its - Time deposits, non-negotiable and collateralized in
accordance with the California Government Code, may be purchased
through banks or savings and loan associations. Sinc e time depos its are not
liquid, no No more than 105% of the investment portfolio may be invested in
this investment type. A maturity limitation of two years is applicable.

•

Medium-term notes, defined as all corporate and depository institution debt
securities with a maximum remaining maturity of five years or less, issued
by corporations organized and operating within the United States or by
depository institutions licensed by the United States or any state and
operating within the United States. Notes eligible for investment under this
subdivision shall be rated “A” or better by a nationally recognized rating
service. Purchases of medium-term notes shall not include other
instruments authorized by this section and may not exceed 30 percent of
the agenc y's District's money that may be invested pursuant to this section.

•

Money Market Mutual Funds - Mutual funds invested in U.S. Government
securities are permitted under this policy and under the California
Government Code Section 53601. In order to be eligible for investment
under this section, an investment objective of such a fund must be the
maintenance of a price per share of $1.00. The following criteria must also
be met:
– The fund shall have a minimum of $500 million in total portfolio value.
– The fund shall be registered with the Securities and Exchange
Commission, and shall have achieved a rating of Aaa by Moody’s and
AAA by S&P.
– The fund shall have retained an advisor which is registered with the
SEC, or which is exempt from such registration.
– Investment in such funds shall not exceed 2015% of the District’s total
portfolio.
– No more than 10% of the District’s total portfolio may be invested in
any one mutual fund.

SJWD Inv Pol 11-2010 (San Juan
Water)_Review_blueline_09102015.docx
December 9, 2008xx, 2015
7

7.2

•

Moneys held by a trustee or fiscal agent and pledged to the payment or
security of bonds or other indebtedness, or obligations under a lease,
installment sale, or other agreement of a local agency, or certificates of
participation in those bonds, indebtedness, or lease installment sale, or
other agreements, may be invested in accordance with the statutory
provisions governing the issuance of those bonds, indebtedness, or lease
installment sale, or other agreement, or to the extent not inconsistent
therewith or if there are no specific statutory provisions, in accordance with
the ordinance, resolution, indenture, or agreement of the local agency
providing for the issuance.

•

Any mortgage pass-through security, collateralized mortgage obligation,
mortgage-backed or other pay-through bond, equipment lease-backed
certificate, consumer receivable pass-through certificate, or consumer
receivable-backed bond of a maximum of five years' maturity. Securities
eligible for investment under this subdivision shall be issued by an issuer
having an “A” or higher rating for the issuer's debt as provided by a
nationally recognized rating service and rated in a rating category of “AA” or
its equivalent or better by a nationally recognized rating service. Purchase
of securities authorized by this subdivision may not exceed 20 percent of
the District's surplus money that may be invested pursuant to this section.

•

Local Governm ent Inves tment Pools (LGIPs), shares of beneficial interes t
issued by a joint powers authority organized pursuant to Sec tion 6509.7 that
inves ts in the sec urities and obligations authorized in Section 56301
subdivisions (a) to (q), inc lus ive. Eac h share shall repres ent an equal
proportional interes t in the underlying pool of sec urities owned by the joint
powers authority. To be eligible under this sec tion, the joint powers authority
issuing the shares shall have retained an inves tment adviser that meets all
of the following criteria:
(1) The adviser is registered or exem pt from registration with the
Sec urities and Exchange Com mission.
(2) The adviser has not les s than five years of experienc e inves ting in
the sec urities and obligations authorized in subdivisions (a) to (q),
inc lus ive.
(3) The adviser has as sets under managem ent in exces s of five hundred
million dollars ($500,000,000).
Ineligible Investments

Ineligible investments are those that are not described herein, including but not
limited to, common stocks, reverse repurchase agreements, inverse floaters, range
notes, mortgage derived interest only strips, derivatives securities, or any security
that could result in zero interest accrual.
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8

Investment Parameters
8.1
Diversification
The District will diversify its investments by security type and institution. With the
exception of U. S. Treasury securities, U.S. Agency Obligations and authorized
pools (e.g. LAIF), no more than 5% of the District’s total inves tment portfolio will be
inves ted in a single issuer. no more than 50% of the District’s total inves tment
portfolio will be inves ted in a single sec urity type or with a single financ ial
ins titution. The diversification requirem ents of the portfolio apply at time of
purchas e. will be dependent upon current and future cas h flow requirem ents. The
following table repres ents potential percentages by sec urity type for the District’s
portfolio:

Investment T ype
U.S. Treas ury Bonds /Notes /Bills
U.S. Governm ent Agenc y Obligations
Bankers’ Acceptanc es
Com mercial Paper
Negotiable Certificates of Depos it
Loc al Agenc y Inves tment Fund
Time Certificates of Depos it
Medium Term Corporate Notes
Mutual Funds /Money Market Funds
Mortgage/Pas s-Through Sec urity

Perce ntage or Amount
0 to 100%
0 to 100%
0 to 20%
0 to 25%
0 to 30%
$40,000,000
0 to 10%
0 to 30%
0 to 15%
0 to 20%

8.2 Maximum Maturities
To the extent possible, the District will strive to match its investments with
anticipated cash flow requirements. Unles s matched to a spec ific cas h flow, the
District will not direc tly inves t in sec urities maturing more than 5 years from the
date of purchas e.W here this Policy does not spec ify a limitation on the term or
rem aining maturity at the time of the inves tment, no inves tment shall be made in
any sec urity that —at the time of the inves tment —has a term rem aining to
maturity in exces s of five years, unles s the legislative body has granted expres s
authority to make that inves tment either spec ifically or as a part of an inves tment
program approved by the legislative body no les s than three months prior to the
inves tment.
Investment T ype
U.S. Treas ury Bonds /Notes /Bills
U.S. Governm ent Agenc y Obligations
Bankers’ Acceptanc es
Com mercial Paper

Maturity
5 Years
5 Years
180 Days
270 Days
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Negotiable Certificates of Depos it
Loc al Agenc y Inves tment Fund
Time Certificates of Depos it
Medium Term Corporate Notes
Mutual Funds /Money Market Funds
Mortgage/Pas s-Through Sec urity
8.3

5 Years
Upon Dem and
5 Years
5 Years
Upon Dem and
5 Years

Investment Earnings

Investment earnings that are collected from investments authorized in this policy
will be allocated monthly to the various program areas based upon their respective
participation and in accordance with generally accepted accounting principles.
9

Policy Considerations
9.1
Legislative Changes
Further restrictions on allowable maturities, investment type or percentage
allocations imposed by any State of California legislative action, will be
incorporated into the District’s Investment Policy and supersede any and all
previous applicable language.
9.2

Investment Policy Adoption

The District’s Investment Policy will be adopted by resolution of the District’s Board
of Directors. The policy will be reviewed and updated annually for approval by the
Board.
10

Reporting
10.1 Methods
The Investment Officer will provide quarterly investment reports to the Board. Such
reports will provide a status of the current portfolio, along with economic
conditions, potential future changes and investment strategies. The reports will
include:
• A listing of the securities held at the end of the quarter by category;
• Average life and mMaturity date of all investments;
• Coupon, discount or earnings rate;
• Par Value, Market Value; and
• Percentage of the portfolio by category.
10.2

Performance Standards

The investment portfolio will be developed with the objective of attaining a rate of
return commensurate with the District’s investment risk constraints, cash flow
requirements and the economic environment. The District’s inves tment strategy is
generally to buy and hold inves tments, with cons ideration of future cas h flow
requirem ents. Though, this may not always be the cas e under changing District or
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market conditions .An appropriate benc hm ark will be es tablished agains t which
portfolio performanc e can be com pared on a regular bas is. Given this strategy, the
benc hm ark utilized by the Inves tment Officer to determine whether market yields
are being ac hieved shall be the one-year cons tant maturity treas ury.
10.3 Marking to Market
The market value of the portfolio will be calculated at leas t quarterlymonthly, with a
statement of market value issued. This will ensure that review of the investment
portfolio, in terms of value and price volatility, has been performed consistent with
the GFOA Recommended Practice on “Mark-To-Market Practices for State and
Local Government Investment Portfolios and Investment Pools.”
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Glossary of Cash Management Terms
Accrued Interest: Interest earned but not yet received.
Agencies: Federal agency securities and/or Government-sponsored enterprises.
Amortization: An accounting practice of gradually decreasing (increasing) an asset’s
book value by spreading its depreciation (accretion) over a period of time.
Arbitrage: Transactions by which securities are bought and sold in different markets at
the same time for the sake of the profit arising from a yield difference in the two
markets.
Asked: The price at which securities are offered.
Banker’s Acceptance (BA): A draft or bill or exchange accepted by a bank or trust
company. The accepting institution guarantees payment of the bill, as well as the
issuer.
Basis Point: One basis point is one hundredth of one percent (.01).
Bid: The price offered by a buyer of securities.
Bond: A financial obligation for which the issuer promises to pay the bondholder a
specified stream of future cash flows, including periodic interest payments and a
principal repayment.
Book Value: The value at which a debt security is shown on the holder's balance sheet.
Book value is acquisition cost less amortization of premium or accretion of discount.
Broker: A person who brings buyers and sellers together for a commission.
California Local Agency Obligations: Bonds that are issued by a California county,
city, city and county, inc luding a chartered city or county, school district, com munity
college district, public district, county board of educ ation, county superintendent of
schools, or any public or municipal corporation.
Certificate of Deposit (CD): A time deposit with a specific maturity evidenced by a
certificate. Large-denomination CDs are typically negotiable.
Collateral: Securities, evidence of deposit or other property, which a borrower pledges
to secure repayment of a loan. Also refers to securities pledged by a bank to secure
deposit of public monies.
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Commercial Paper: Short-term, negotiable unsecured promissory notes of
corporations.
Comprehensive Annual Financial Report (CAFR): The official annual financial report
for the San Juan Water District. It includes five combined statements and basic
financial statements for each individual fund and account group prepared in
conformity with Generally Accepted Accounting Principals (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: The annual rate of interest that a bond’s issuer promises to pay the
bondholder on the bond's face value.
Credit Analysis: A critical review and appraisal of the economic and financial
conditions or of the ability to meet debt obligations.
Current Yield: The interest paid on an investment expressed as a percentage of the
current price of the security.
Custodian: A bank or other financial institution that keeps custody of stock certificates
and other assets.
Defeased Bond Issues: Issues that have sufficient money to retire outstanding debt
when due so that the agency is released from the contracts and covenants in the
bond document.
Delivery vs. Payment (DVP): Delivery of securities with a simultaneous exchange of
money for the securities.
Derivative: Securities that are based on, or derived from, some underlying asset,
reference date, or index.
Discount: The difference between the cost of a security and its value at maturity when
quoted at lower than face value.
Diversification: Dividing investment funds among a variety of securities offering
independent returns and risk profiles.
Duration: A measure of the timing of the cash flows, such as the interest payments and
the principal repayment, to be received from a given fixed-income security. This
calculation is based on three variables: term to maturity, coupon rate, and yield to
maturity. The duration of a security is a useful indicator of its price volatility for given
changes in interest rates.
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Fannie Mae: Trade name for the Federal National Mortgage Association (FNMA), a
U.S. sponsored corporation.
Federal Reserve System: The central bank of the U.S. which consists of a seven
member Board of Governors, 12 regional banks, and 5,700 commercial banks that
are members.
Federal Deposit Insurance Corporation (FDIC): Insurance provided to customers of a
subscribing bank, which guarantees deposits to a set limit (currently $100,000) per
account.
Fed Wire: A wire transmission service established by the Federal Reserve Bank to
facilitate the transfer of funds through debits and credits of funds between
participants within the Fed system.
Freddie Mac: Trade name for the Federal Home Loan Mortgage Corporation (FHLMC),
a U.S. sponsored corporation.
Ginnie Mae: Trade name for the Government National Mortgage Association (GNMA),
a direct obligation bearing the full faith and credit of the U.S. Government.
Government Accounting Standards Board (GASB): A standard-setting body,
associated with the Financial Accounting Foundation, which prescribes standard
accounting practices for governmental units.
Government Finance Officers’ Association (GFOA): GFOA is the professional
association of state/provincial and local finance officers in the United States and
Canada, and has served the public finance profession since 1906.
Guaranteed Investment Contracts (GICS): An agreement acknowledging receipt of
funds, for deposit, specifying terms for withdrawal, and guaranteeing a rate of interest
to be paid.
Inactive Deposits: Funds not immediately needed for disbursement.
Interest Rate: The annual yield earned on an investment, expressed as a percentage.
Investment Agreements: An agreement with a financial institution to borrow public
funds subject to certain negotiated terms and conditions concerning collateral,
liquidity and interest rates.
Liquidity: An asset that can easily and rapidly be converted into cash without significant
loss of value.
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Local Agency Bonds: Thes e bonds are issued by a county, city, city and county,
inc luding a chartered city or county, school district, com munity college district, public
district, county board of educ ation, county superintendent of schools, or any public or
municipal corporation.
Local Agency Investment Fund (LAIF): A pooled investment vehicle for local
agencies in California sponsored by the State of California and administered by the
State Treasurer.
Market Value: The price at which a security is trading and could presumably be
purchased or sold.
Maturity: The date upon which the principal or stated value of an investment becomes
due and payable.
Modified Duration: A measure of exposure to market risk of a security or a portfolio. It
is the percent change in the price of a security (portfolio) or a 100 basis point change
in the security’s (portfolio’s) yield.
Mutual Funds: An investment company that pools money and can invest in a variety of
securities, including fixed-income securities and money market instruments.
Negotiable Certificate of Deposit: A large denomination certificate of deposit, which
can be sold in the open market prior to maturity.
New Issue: Term used when a security is originally “brought” to market.
Note: A written promise to pay a specified amount to a certain entity on demand or on a
specified date.
Par Value: The amount of principal, which must be paid at maturity. Also referred to as
the face amount of a bond, normally quoted in $1,000 increments per bond.
Perfected Delivery: Refers to an investment where the actual security or collateral is
held by an independent third party representing the purchasing entity.
Portfolio: Combined holding of more than one stock, bond, commodity, real estate
investment, cash equivalent, or other asset. The purpose of a portfolio is to reduce
risk by diversification.
Primary Dealer: A group of government securities dealers that submit daily reports of
market activity and security positions held to the Federal Reserve Bank of New York
and are subject to its informal oversight.
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Principal: The face value or par value of a debt instrument, or the amount of capital
invested in a given security.
Prudent Investor Standard: A person empowered to invest for the District is a
fiduciary. He or she will act as a trustee with the 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 district, 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.
Prospectus: A legal document that must be provided to any prospective purchaser of a
new securities offering registered with the SEC that typically includes information on
the issuer, the issuer’s business, the proposed use of proceeds, the experience of
the issuer’s management, and certain certified financial statements (also known as
an “official statement”).
Prudent Investor Standard: A standard of conduct where a person acts with care, skill,
prudence, and diligence when investing, reinvesting, purchasing, acquiring,
exchanging, selling and managing funds. The test of whether the standard is being
met is if a prudent person acting in a similar situation would engage in similar conduct
to ensure that investments safeguard principal and maintain liquidity.
Purchase Date: The date in which a security is purchased for settlement on that or a
later date.
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 or the
current income return.
Repurchase Agreement (REPO): A transaction where the seller agrees to buy back
from the buyer (District) the securities at an agreed upon price on demand or at a
specified date.
Risk: Degree of uncertainty of return on an asset.
Rule G-37 of the Securities Rulemaking Board: Federal regulations to sever any
connection between the making of political contributions and the awarding of
municipal securities business.
Safekeeping Service: Offers storage and protection of assets provided by an institution
serving as an agent.
Sallie Mae: Trade name for the Student Loan Marketing Association (SLMA), a U.S.
sponsored corporation.
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Secondary Market: A market made for the purchase and sale of outstanding issues
following the initial distribution.
Securities and Exchange Commission (SEC): The federal agency responsible for
supervising and regulating the securities industry.
Settlement Date: The date on which a trade is cleared by delivery of securities against
funds.
State Obligations: Registered Treas ury notes or bonds of the 50 United States ,
inc luding bonds payable solely out of the revenues from a revenue-produc ing
property owned, controlled, or operated by a state or by a department, board,
agenc y, or authority of any of the 50 United States .
Tax and Revenue Anticipation Notes (TRANS): Notes issued in anticipation of
receiving tax proceeds or other revenues at a future date.
Time Certificate of Deposit: A non-negotiable certificate of deposit, which cannot be
sold prior to maturity.
Treasury Bills: U.S. Treasury Bills which are short-term, direct obligations of the U.S.
Government issued with original maturities of 13 weeks, 26 weeks and 52 weeks;
sold in minimum amounts of $10,000 in multiples of $5,000 above the minimum.
Issued in book entry form only. T-bills are sold on a discount basis.
Trustee or trust company or trust department of a bank: A financial institution with
trust powers, which acts in a fiduciary capacity for the benefit of the bondholders in
enforcing the terms of the bond contract.
Underwriter: A dealer, which purchases a new issue of municipal securities for resale.
U.S. Government Agencies: Instruments issued by various US Government Agencies
most of which are secured only by the credit worthiness of the particular agency.
U.S. Treasury Obligations: Debt obligations of the United States Government sold by
the Treasury Department in the forms of Bills, Notes, and Bonds. Bills are short-term
obligations that mature in 1 year or less and are sold on the basis of a rate of
discount. Notes are obligations, which mature between 1 year and 10 years. Bonds
are long-term obligations, which generally mature in 10 years or more.
U.S. Instrumentality: An organization that serves a public purpos e and is clos ely tied
to the U.S. governm ent, but is not a governm ent agenc y. Many ins trum entalities are
private com panies , and som e are chartered direc tly by state or federal governm ent.
Instrum entalities are subjec t to a unique set of laws that shape their ac tivities .
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Weighted Average Maturity (WAM): The average maturity of all the
securities that comprise a portfolio that is typically expressed in days or
years.
Yield: The rate of annual income return on an investment, expressed as a
percentage.
It is obtained by dividing the current dollar income by the current market
price of the security.
Yield to Maturity: The rate of income return on an investment, minus any
premium or plus any discount, with the adjustment spread over the
period from the date of purchase to the date of maturity of the bond,
expressed as a percentage.
Yield Curve: A graphic representation that shows the relationship at a
given point in time between yields and maturity for bonds that are identical
in every way except maturity.
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1

Policy

The purpose of this document is to convey the Investment Policy of the San Juan Water
District (“District”). Though no longer required by the California Government Code, this
policy will be updated annually in order to maintain currency with legal and District
requirements. It is the District’s policy to invest all funds in such a way as to achieve the
highest investment return possible consistent with maximum security of District funds
while meeting the daily cash flow demands of the District. All investments must conform
to pertinent state and local statutes governing the investment of public funds.
In 2006, the District submitted this Investment Policy for the first time to the Association
of Public Treasurer’s of the United States and Canada (“APT-US&C”) Investment Policy
Certification Committee. This certification program is comprised of a committee that
reviews submitted investment policies to ensure that all components of a model
investment policy are met. The District was awarded the APT-US&C Investment Policy
Certificate of Excellence Award in August 2007.
The most significant benefit to receipt of this award is the trust and confidence of the
Board of Directors and customers that the District is abiding by professional standards
which have been established to ensure prudent management of public funds. In
addition, certifications and awards such as these can enhance the District’s underlying
credit rating (an important consideration factor when issuing debt). It is recommended
that the District have the Investment Policy certified every three years.

2

Scope

The District currently has one fund type, an enterprise fund, in which all transactions are
accounted and reported in. Activities for both Wholesale and Retail include: NonOperating, Operations, and Capital Improvements. This investment policy applies to all
fund and activity types. In addition, this policy will apply to any new fund created, unless
that fund is specifically exempted.
2.1
Exceptions
Two exceptions exist regarding the investment of bond reserve funds and grant
funds. Acceptable investments for bond reserve funds are specified in the bond
documents, and may not necessarily be the same as those listed later in this
document (e.g. Guaranteed Investment Contract).
Bond funds will be invested in accordance with the statutory provisions governing
the issuance of the bonds or the bond documents, as applicable.
Grant funds will be invested according to the statutory provisions applicable to the
investment of the grant funds or the grant itself, as applicable.

San Juan Water District Investment Policy Revised January xx-2016
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2.2
Pooling of Funds
With the exception of cash in restricted and special funds, the District will
consolidate cash balances from all funds to the extent practicable in order to
maximize investment earnings and minimize fees.
3

Prudence
3.1

Standard of Prudence

The standard of prudence will be the ““prudent investor” standard.
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 District, 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. Within the limitations of this section and considering individual investments as
part of an overall strategy, investments may be acquired as authorized by law.
The District’s Investment Officer and other individuals assigned to managing the
investment portfolio acting in accordance with written procedures and the investment
policy and exercising due diligence will be relieved of personal responsibility for an
individual security’s credit risk or market price changes, provided that such deviations from
expectations are reported in a timely manner and appropriate action is taken to control
adverse developments.

4

Objectives
The primary objectives, listed in order of priority, of the District’s investment
activities are:
4.1

Safety

Safety of principal is the foremost objective of the District’s investment program.
Investments will be executed in a manner that seeks to ensure preservation of capital in
the overall portfolio, whether from institutional default, broker/dealer default or erosion of
market value of securities. In attaining this objective, the District will strive to mitigate credit
risk and interest rate risk.

4.1.1 Credit Risk
The District will minimize credit risk, the risk of loss due to the failure of the security
issuer/backer, by:


Limiting investments to the safest types of securities;
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Pre-qualifying the financial institutions, broker/dealers, intermediaries and
advisors with which the District will do business; and
Diversifying the investment portfolio by sector and issuer.

4.1.2 Interest Rate Risk
The District will minimize the risk that the market value of securities in the portfolio
will fall due to changes in general interest rates, by:


4.2

Structuring the investment portfolio so that securities meet the cash flow
requirements, thereby avoiding, to the extent possible, the need to sell
securities on the open market prior to maturity; and
Investing operating funds in shorter-term securities.
Liquidity

The District’s investment portfolio will remain sufficiently liquid to meet all cash flow
requirements that may be reasonably anticipated. This is accomplished by structuring the
portfolio so that securities mature concurrent with cash flow requirements (static liquidity).
Since all possible cash flow requirements cannot be anticipated, the portfolio should
consist largely of securities with active secondary or resale markets (dynamic liquidity). As
mentioned earlier, a portion of the portfolio should also be invested in short-term
securities, which offer same-day liquidity.

4.3

Return on Investment

The District’s investment portfolio will be designed to attain an acceptable rate of return,
taking into account the investment risk constraints and cash flow requirements.

5

Standards of Care
5.1
Delegation of Authority
Authority to manage the District’s investment program is derived from the District’s
Code of Ordinances 06-002, Ordinance No. 3000.05. Under that ordinance,
management responsibility for the investment program is delegated to the General
Manager. The Finance Director is hereby designated as the “Investment Officer” in
charge of operational management. The Investment Officer may delegate the dayto-day placement of investments to a registered investment advisor. The
investment advisor shall make all investment decisions and transactions in strict
accordance with State law and this Policy. The Investment Officer shall establish a
system of written internal controls to regulate the District’s investment activities,
including the activities of the investment advisor and any subordinate officials
acting on behalf of the District.
5.2

Investment Procedures

The Investment Officer will establish written investment procedures for the operation of the
investment program consistent with this policy. The procedures should include reference
to: safekeeping, wire transfer agreements, banking service contracts and
San Juan Water District Investment Policy Revised January xx-2016
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collateral/depository agreements. No person may engage in an investment transaction
except as provided under the terms of this policy and the established procedures.

5.3

Ethics and Conflicts of Interest

Officers and 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. Investment officials
and employees will disclose to the General Manager any material financial interests in
financial institutions that conduct business within their jurisdiction, and they will further
disclose any large personal financial/investment positions that could be related to the
performance of the District.

6

Safekeeping and Custody
6.1
Authorized Financial Dealers and Institutions
The District will conduct investment transactions with authorized financial dealers
and institutions. All financial institutions and broker/dealers who desire to become
qualified bidders for investment transactions must supply the Investment Officer
with the following: proof of National Association of Security Dealers certification,
completed broker/dealer questionnaire, certification of having read the District’s
investment policy and depository contracts.
An annual review of the registrations of qualified bidders will be conducted by the
Investment Officer. A current broker dealer questionnaire is required to be on file
for each financial institution and broker/dealer in which the District invests. The
Investment Officer will maintain a list of authorized financial dealers and
institutions.
If the District utilizes an investment advisor to conduct investment transactions on
the District’s behalf, the investment advisor may use its own list of approved
broker/dealers and financial institutions for investment purposes. The investment
advisor’s approved list must be made available to District upon request.
As an additional source for investing, the District may utilize services designed for
government agencies seeking competitive investment rates (e.g. GFOA Yield
Advantage).
6.2

Internal Control

The Investment Officer will facilitate an annual process of independent review by the
District’s external audit firm as part of the annual audit. This review will provide internal
control by assuring compliance with policies and procedures.

6.3

Delivery vs. Payment

All investment transactions, including collateral for repurchase agreements, entered into
by the District shall be conducted on a delivery-versus payment (DVP) basis. Investments
will be held in safekeeping by a third party custodian and evidenced by safekeeping
San Juan Water District Investment Policy Revised January xx-2016
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receipts. The custodian will be competitively selected by the Investment Officer and will act
under the terms of a custody agreement.

7

Authorized and Suitable Investments
7.1

Investment Types

Investment of District funds is governed by the California Government Code Sections
53600, et seq. Within the context of these limitations, the following investments are
authorized:


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.



Federal agency or United States government-sponsored enterprise
obligations, participations, or other instruments, including those issued by or
fully guaranteed as to principal and interest by federal agencies or United
States government-sponsored enterprises.



U.S. Instrumentalities, United States dollar denominated senior unsecured
unsubordinated obligations issued or unconditionally guaranteed by the
International Bank for Reconstruction and Development, International
Finance Corporation, or Inter-American Development Bank, with a
maximum remaining maturity of five years or less, and eligible for purchase
and sale within the United States. Investments under this subdivision shall
be rated “AA” or better by a nationally recognized statistical rating
organization (NRSRO) and shall not exceed 30 percent of the District's
moneys that may be invested pursuant to this section.



Registered state warrants or Treasury notes or bonds of this state, 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. Securities eligible for investment
under this subdivision shall be rated “A” or better by a NRSRO.



Registered treasury notes or bonds of any of the other 49 states in addition
to California, including bonds payable solely out of the revenues from a
revenue-producing property owned, controlled, or operated by a state or by
a department, board, agency, or authority of any of the other 49 states, in
addition to California. Securities eligible for investment under this
subdivision shall be rated “A” or better by a NRSRO.



Bonds, notes, warrants, or other evidences of indebtedness of a local
agency within this state, including bonds payable solely out of the revenues
from a revenue-producing property owned, controlled, or operated by the
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local agency, or by a department, board, agency, or authority of the local
agency. Securities eligible for investment under this subdivision shall be
rated “A” or better by a NRSRO.


Bankers’ acceptances, otherwise known as bills of exchange or time drafts
that are drawn on and accepted by a commercial bank.
– The maximum maturity may not exceed 180 days;
– No more than 40 percent of the District’s portfolio may be invested in
bankers’ acceptances; and
– Minimum rating of “A-1” or equivalent by at NRSRO.



Commercial paper of “prime” quality of the highest ranking or of the highest
letter and number rating as provided by a NRSRO. The entity that issues
the commercial paper shall meet all of the following conditions in either
paragraph (1) or (2):
(1) is organized and operating in the United States as a general
corporation with total assets>$500 million with other debt rated “A” or
better by a NRSRO, or
(2) is organized within the U.S. as a special purpose corporation, trust or
limited liability company with program-wide credit enhancements and
its commercial paper is rated “A-1” or higher by a NRSRO.



The maximum maturity will be 270 days or less. No more than 25 percent of
the District’s funds will be invested in eligible commercial paper. The District
may purchase no more than 10 percent of the outstanding commercial
paper of any single corporate issue.
Negotiable certificates of deposit issued by a nationally or state-chartered
bank, a savings association or a federal association (as defined by Section
5102 of the Financial Code), a state or federal credit union, or by a statelicensed branch of a foreign bank. Negotiable certificates of deposit eligible
for investment under this subdivision shall be rated “A” or better long term or
“A-1” or better short term by a NRSRO. Purchases of negotiable certificates
of deposit may not exceed 30 percent of the District's portfolio, which may
be invested pursuant to this section.



Local Agency Investment Fund (LAIF), the State of California managed
investment pool may be used up to the maximum permitted by California
law.



Time deposits, non-negotiable and collateralized in accordance with the
California Government Code, may be purchased through banks or savings
and loan associations. No more than 5% of the investment portfolio may be
invested in this investment type. A maturity limitation of two years is
applicable.
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Medium-term notes, defined as all corporate and depository institution debt
securities with a maximum remaining maturity of five years or less, issued
by corporations organized and operating within the United States or by
depository institutions licensed by the United States or any state and
operating within the United States. Notes eligible for investment under this
subdivision shall be rated “A” or better by a nationally recognized rating
service. Purchases of medium-term notes shall not include other
instruments authorized by this section and may not exceed 30 percent of
the District's money that may be invested pursuant to this section.



Money Market Funds invested in U.S. Government securities are permitted
under this policy and under the California Government Code Section 53601.
In order to be eligible for investment under this section, an investment
objective of such a fund must be the maintenance of a price per share of
$1.00. The following criteria must also be met:
– The fund shall have a minimum of $500 million in total portfolio value.
– The fund shall be registered with the Securities and Exchange
Commission, and shall have achieved a rating of Aaa by Moody’s and
AAA by S&P.
– The fund shall have retained an advisor which is registered with the
SEC, or which is exempt from such registration.
– Investment in such funds shall not exceed 20% of the District’s total
portfolio.
– No more than 10% of the District’s total portfolio may be invested in
any one mutual fund.



Moneys held by a trustee or fiscal agent and pledged to the payment or
security of bonds or other indebtedness, or obligations under a lease,
installment sale, or other agreement of a local agency, or certificates of
participation in those bonds, indebtedness, or lease installment sale, or
other agreements, may be invested in accordance with the statutory
provisions governing the issuance of those bonds, indebtedness, or lease
installment sale, or other agreement, or to the extent not inconsistent
therewith or if there are no specific statutory provisions, in accordance with
the ordinance, resolution, indenture, or agreement of the local agency
providing for the issuance.



Any mortgage pass-through security, collateralized mortgage obligation,
mortgage-backed or other pay-through bond, equipment lease-backed
certificate, consumer receivable pass-through certificate, or consumer
receivable-backed bond of a maximum of five years' maturity. Securities
eligible for investment under this subdivision shall be issued by an issuer
having an “A” or higher rating for the issuer's debt as provided by a
nationally recognized rating service and rated in a rating category of “AA” or
its equivalent or better by a nationally recognized rating service. Purchase
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of securities authorized by this subdivision may not exceed 20 percent of
the District's surplus money that may be invested pursuant to this section.


Local Government Investment Pools (LGIPs), shares of beneficial interest
issued by a joint powers authority organized pursuant to Section 6509.7 that
invests in the securities and obligations authorized in Section 56301
subdivisions (a) to (q), inclusive. Each share shall represent an equal
proportional interest in the underlying pool of securities owned by the joint
powers authority. To be eligible under this section, the joint powers authority
issuing the shares shall have retained an investment adviser that meets all
of the following criteria:
(1) The adviser is registered or exempt from registration with the
Securities and Exchange Commission.
(2) The adviser has not less than five years of experience investing in
the securities and obligations authorized in subdivisions (a) to (q),
inclusive.
(3) The adviser has assets under management in excess of five hundred
million dollars ($500,000,000).

7.2
Ineligible Investments
Ineligible investments are those that are not described herein, including but not
limited to, common stocks, reverse repurchase agreements, inverse floaters, range
notes, mortgage derived interest only strips, derivatives securities, or any security
that could result in zero interest accrual.
8

Investment Parameters
8.1

Diversification

The District will diversify its investments by security type and institution. With the exception
of U. S. Treasury securities, U. S. Agency Obligations and authorized pools (e.g. LAIF), no
more than 5% of the District’s total investment portfolio will be invested in a single issuer.
The diversification requirements of the portfolio apply at time of purchase.

8.2

Maximum Maturities
To the extent possible, the District will strive to match its investments with
anticipated cash flow requirements. Where this Policy does not specify a limitation
on the term or remaining maturity at the time of the investment, no investment
shall be made in any security that—at the time of the investment—has a term
remaining to maturity in excess of five years, unless the legislative body has
granted express authority to make that investment either specifically or as a part of
an investment program approved by the legislative body no less than three months
prior to the investment.
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8.3
Investment Earnings
Investment earnings that are collected from investments authorized in this policy
will be allocated monthly to the various program areas based upon their respective
participation and in accordance with generally accepted accounting principles.
9

Policy Considerations
9.1
Legislative Changes
Further restrictions on allowable maturities, investment type or percentage
allocations imposed by any State of California legislative action, will be
incorporated into the District’s Investment Policy and supersede any and all
previous applicable language.
9.2
Investment Policy Adoption
The District’s Investment Policy will be adopted by resolution of the District’s Board
of Directors. The policy will be reviewed and updated annually for approval by the
Board.

10

Reporting
10.1

Methods

The Investment Officer will provide investment reports to the Board. Such reports will
provide a status of the current portfolio, along with economic conditions, potential future
changes and investment strategies. The reports will include:






10.2

A listing of the securities held by category;
Maturity date of all investments;
Coupon, discount or earnings rate;
Par Value, Amortized Book Value and Market Value; and
Percentage of the portfolio by category.
Performance Standards

The investment portfolio will be developed with the objective of attaining a rate of return
commensurate with the District’s investment risk constraints, cash flow requirements and
the economic environment. An appropriate benchmark will be established against which
portfolio performance can be compared on a regular basis.

10.3

Marking to Market

The market value of the portfolio will be calculated monthly, with a statement of market
value issued. This will ensure that review of the investment portfolio, in terms of value and
price volatility, has been performed consistent with the GFOA Recommended Practice on
“Mark-To-Market Practices for State and Local Government Investment Portfolios and
Investment Pools.”
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Glossary of Cash Management Terms
Accrued Interest: Interest earned but not yet received.
Agencies: Federal agency securities and/or Government-sponsored enterprises.
Amortization: An accounting practice of gradually decreasing (increasing) an asset’s
book value by spreading its depreciation (accretion) over a period of time.
Arbitrage: Transactions by which securities are bought and sold in different markets at
the same time for the sake of the profit arising from a yield difference in the two
markets.
Asked: The price at which securities are offered.
Banker’s Acceptance (BA): A draft or bill or exchange accepted by a bank or trust
company. The accepting institution guarantees payment of the bill, as well as the
issuer.
Basis Point: One basis point is one hundredth of one percent (.01).
Bid: The price offered by a buyer of securities.
Bond: A financial obligation for which the issuer promises to pay the bondholder a
specified stream of future cash flows, including periodic interest payments and a
principal repayment.
Book Value: The value at which a debt security is shown on the holder's balance sheet.
Book value is acquisition cost less amortization of premium or accretion of discount.
Broker: A person who brings buyers and sellers together for a commission.
California Local Agency Obligations: Bonds that are issued by a California county,
city, city and county, including a chartered city or county, school district, community
college district, public district, county board of education, county superintendent of
schools, or any public or municipal corporation.
Certificate of Deposit (CD): A time deposit with a specific maturity evidenced by a
certificate. Large-denomination CDs are typically negotiable.
Collateral: Securities, evidence of deposit or other property, which a borrower pledges
to secure repayment of a loan. Also refers to securities pledged by a bank to secure
deposit of public monies.
Commercial Paper: Short-term, negotiable unsecured promissory notes of
corporations.
Comprehensive Annual Financial Report (CAFR): The official annual financial report
for the San Juan Water District. It includes five combined statements and basic
financial statements for each individual fund and account group prepared in

conformity with Generally Accepted Accounting Principals (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: The annual rate of interest that a bond’s issuer promises to pay the
bondholder on the bond's face value.
Credit Analysis: A critical review and appraisal of the economic and financial
conditions or of the ability to meet debt obligations.
Current Yield: The interest paid on an investment expressed as a percentage of the
current price of the security.
Custodian: A bank or other financial institution that keeps custody of stock certificates
and other assets.
Defeased Bond Issues: Issues that have sufficient money to retire outstanding debt
when due so that the agency is released from the contracts and covenants in the
bond document.
Delivery vs. Payment (DVP): Delivery of securities with a simultaneous exchange of
money for the securities.
Derivative: Securities that are based on, or derived from, some underlying asset,
reference date, or index.
Discount: The difference between the cost of a security and its value at maturity when
quoted at lower than face value.
Diversification: Dividing investment funds among a variety of securities offering
independent returns and risk profiles.
Duration: A measure of the timing of the cash flows, such as the interest payments and
the principal repayment, to be received from a given fixed-income security. This
calculation is based on three variables: term to maturity, coupon rate, and yield to
maturity. The duration of a security is a useful indicator of its price volatility for given
changes in interest rates.
Fannie Mae: Trade name for the Federal National Mortgage Association (FNMA), a
U.S. sponsored corporation.
Federal Reserve System: The central bank of the U.S. which consists of a seven
member Board of Governors, 12 regional banks, and 5,700 commercial banks that
are members.
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Federal Deposit Insurance Corporation (FDIC): Insurance provided to customers of a
subscribing bank, which guarantees deposits to a set limit (currently $100,000) per
account.
Fed Wire: A wire transmission service established by the Federal Reserve Bank to
facilitate the transfer of funds through debits and credits of funds between
participants within the Fed system.
Freddie Mac: Trade name for the Federal Home Loan Mortgage Corporation (FHLMC),
a U.S. sponsored corporation.
Ginnie Mae: Trade name for the Government National Mortgage Association (GNMA),
a direct obligation bearing the full faith and credit of the U.S. Government.
Government Accounting Standards Board (GASB): A standard-setting body,
associated with the Financial Accounting Foundation, which prescribes standard
accounting practices for governmental units.
Government Finance Officers’ Association (GFOA): GFOA is the professional
association of state/provincial and local finance officers in the United States and
Canada, and has served the public finance profession since 1906.
Guaranteed Investment Contracts (GICS): An agreement acknowledging receipt of
funds, for deposit, specifying terms for withdrawal, and guaranteeing a rate of interest
to be paid.
Inactive Deposits: Funds not immediately needed for disbursement.
Interest Rate: The annual yield earned on an investment, expressed as a percentage.
Investment Agreements: An agreement with a financial institution to borrow public
funds subject to certain negotiated terms and conditions concerning collateral,
liquidity and interest rates.
Liquidity: An asset that can easily and rapidly be converted into cash without significant
loss of value.
Local Agency Bonds: These bonds are issued by a county, city, city and county,
including a chartered city or county, school district, community college district, public
district, county board of education, county superintendent of schools, or any public or
municipal corporation.
Local Agency Investment Fund (LAIF): A pooled investment vehicle for local
agencies in California sponsored by the State of California and administered by the
State Treasurer.
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Market Value: The price at which a security is trading and could presumably be
purchased or sold.
Maturity: The date upon which the principal or stated value of an investment becomes
due and payable.
Modified Duration: A measure of exposure to market risk of a security or a portfolio. It
is the percent change in the price of a security (portfolio) or a 100 basis point change
in the security’s (portfolio’s) yield.
Mutual Funds: An investment company that pools money and can invest in a variety of
securities, including fixed-income securities and money market instruments.
Negotiable Certificate of Deposit: A large denomination certificate of deposit, which
can be sold in the open market prior to maturity.
New Issue: Term used when a security is originally “brought” to market.
Note: A written promise to pay a specified amount to a certain entity on demand or on a
specified date.
Par Value: The amount of principal, which must be paid at maturity. Also referred to as
the face amount of a bond, normally quoted in $1,000 increments per bond.
Perfected Delivery: Refers to an investment where the actual security or collateral is
held by an independent third party representing the purchasing entity.
Portfolio: Combined holding of more than one stock, bond, commodity, real estate
investment, cash equivalent, or other asset. The purpose of a portfolio is to reduce
risk by diversification.
Primary Dealer: A group of government securities dealers that submit daily reports of
market activity and security positions held to the Federal Reserve Bank of New York
and are subject to its informal oversight.
Principal: The face value or par value of a debt instrument, or the amount of capital
invested in a given security.
Prudent Investor Standard: A person empowered to invest for the District is a
fiduciary. He or she will act as a trustee with the 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 district, 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.
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Prospectus: A legal document that must be provided to any prospective purchaser of a
new securities offering registered with the SEC that typically includes information on
the issuer, the issuer’s business, the proposed use of proceeds, the experience of
the issuer’s management, and certain certified financial statements (also known as
an “official statement”).
Prudent Investor Standard: A standard of conduct where a person acts with care, skill,
prudence, and diligence when investing, reinvesting, purchasing, acquiring,
exchanging, selling and managing funds. The test of whether the standard is being
met is if a prudent person acting in a similar situation would engage in similar conduct
to ensure that investments safeguard principal and maintain liquidity.
Purchase Date: The date in which a security is purchased for settlement on that or a
later date.
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 or the
current income return.
Repurchase Agreement (REPO): A transaction where the seller agrees to buy back
from the buyer (District) the securities at an agreed upon price on demand or at a
specified date.
Risk: Degree of uncertainty of return on an asset.
Rule G-37 of the Securities Rulemaking Board: Federal regulations to sever any
connection between the making of political contributions and the awarding of
municipal securities business.
Safekeeping Service: Offers storage and protection of assets provided by an institution
serving as an agent.
Sallie Mae: Trade name for the Student Loan Marketing Association (SLMA), a U.S.
sponsored corporation.
Secondary Market: A market made for the purchase and sale of outstanding issues
following the initial distribution.
Securities and Exchange Commission (SEC): The federal agency responsible for
supervising and regulating the securities industry.
Settlement Date: The date on which a trade is cleared by delivery of securities against
funds.
State Obligations: Registered Treasury notes or bonds of the 50 United States,
including bonds payable solely out of the revenues from a revenue-producing
property owned, controlled, or operated by a state or by a department, board,
agency, or authority of any of the 50 United States.
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Tax and Revenue Anticipation Notes (TRANS): Notes issued in anticipation of
receiving tax proceeds or other revenues at a future date.
Time Certificate of Deposit: A non-negotiable certificate of deposit, which cannot be
sold prior to maturity.
Treasury Bills: U.S. Treasury Bills which are short-term, direct obligations of the U.S.
Government issued with original maturities of 13 weeks, 26 weeks and 52 weeks;
sold in minimum amounts of $10,000 in multiples of $5,000 above the minimum.
Issued in book entry form only. T-bills are sold on a discount basis.
Trustee or trust company or trust department of a bank: A financial institution with
trust powers, which acts in a fiduciary capacity for the benefit of the bondholders in
enforcing the terms of the bond contract.
Underwriter: A dealer, which purchases a new issue of municipal securities for resale.
U.S. Government Agencies: Instruments issued by various US Government Agencies
most of which are secured only by the credit worthiness of the particular agency.
U.S. Treasury Obligations: Debt obligations of the United States Government sold by
the Treasury Department in the forms of Bills, Notes, and Bonds. Bills are short-term
obligations that mature in 1 year or less and are sold on the basis of a rate of
discount. Notes are obligations, which mature between 1 year and 10 years. Bonds
are long-term obligations, which generally mature in 10 years or more.
U.S. Instrumentality: An organization that serves a public purpose and is closely tied
to the U.S. government, but is not a government agency. Many instrumentalities are
private companies, and some are chartered directly by state or federal government.
Instrumentalities are subject to a unique set of laws that shape their activities.
Weighted Average Maturity (WAM): The average maturity of all the securities that
comprise a portfolio that is typically expressed in days or years.
Yield: The rate of annual income return on an investment, expressed as a percentage.
It is obtained by dividing the current dollar income by the current market price of the
security.
Yield to Maturity: The rate of income return on an investment, minus any premium or
plus any discount, with the adjustment spread over the period from the date of
purchase to the date of maturity of the bond, expressed as a percentage.
Yield Curve: A graphic representation that shows the relationship at a given point in
time between yields and maturity for bonds that are identical in every way except
maturity.
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AGENDA ITEM IV-1.2

STAFF REPORT
To:

Board of Directors

From:

Shauna Lorance, General Manager

Date:

January 5, 2016

Subject:

Groundwater Reimbursement Agreement

RECOMMENDED ACTION
Staff recommends the Board discuss the option of paying for the actual
groundwater pumped during 2014 by CHWD and FOWD from SJWD wholesale
reserves. Further discussion would continue on the costs incurred during 20092013 maintenance pumping.
All agencies agree FOWD and CHWD were requested to pump groundwater
during 2014. The total costs for 2014 for CHWD and FOWD, minus the $93.32
per AF cost for surface water that was an avoided cost, came to $396,023.
Payment would be budgeted in the 2016/2017 wholesale budget to be paid in July
2016.
BACKGROUND
CHWD and FOWD submitted costs for operation and maintenance of groundwater
wells for a five year period ending 2014. These costs were to be paid by those
agencies benefiting from the availability of groundwater to offset reduced shortage
water during a drought. These costs were based on the water shortage policy
developed and incorporated by reference in the long term Wholesale Water
Supply Agreement. However, the shortage policy only applied to a reduction in
surface water supply down to 54,000 AF. During these years, SJWD either did not
use 54,000 AF of surface water or used just slightly over 54,000 AF in any year, so
the applicability of the shortage agreement is at question. In addition, the shortage
policy required FOWD and CHWD to invoice annually for the costs, but these
costs were instead provided at the end of the five years.
At the same time, all agencies had agreed that groundwater was necessary to
provide adequate levels of service to our customers, and that the operation and
maintenance of the wells in all year types was necessary to ensure the availability
of the wells when needed. All agencies agreed that the agencies with
groundwater wells should be reimbursed for these costs.
History of Shortage Policy
The interim Wholesale Water Supply Agreements were signed summer 2004. The
agreements were intended to be long term Wholesale Water Supply Agreements
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after completion of a water shortage policy. The GMs then developed principles of
agreement that were to be approved by all agencies. The SJWD approved the
principles in April 2006. (see attached April 5, 2006 staff report)
The final shortage policy was brought to the Boards in March 2008 for approval to
include in the long term Wholesale Water Supply Agreements in April. SJWD
adopted the policy for inclusion in the Wholesale Water Supply Agreement to be
signed in April at the March 12, 2008 board meeting. (see attached staff report
dated February 29, 2008) The SJWD Board approved Resolution 08-15 approving
the long term wholesale water supply agreements with the included shortage
policy at the May 14, 2008 Board Meeting. The Wholesale Customer Agencies
signed the long term Wholesale Water Supply Agreement, with the reference to
the shortage policy, effective the following dates:
FOWD – May 14, 2008
Folsom – amendment dated Jan 1, 2011
OVWC – May 6, 2008
CHWD – May 14, 2008
SJWD – May 14, 2008
CURRENT STATUS
SJWD retained an outside consultant to evaluate the rational for allocation the
costs provided by CHWD and FOWD. This resulted in a reduction in the costs
initially provided. The general Managers agreed we could live with the costs in
order to put this issue to rest. SJWD formally terminated the shortage policy
agreement and the SJWD Board agreed to accept the cost allocations. The cost
allocations show SJWD-R, OVWC and the city of Folsom to reimburse CHWD and
FOWD over a five year period.
All agencies agree that CHWD and FOWD should be paid for the groundwater
pumping requested for 2014.
There are some questions being asked by the agencies paying for the
maintenance and maintenance pumping between 2009 and 2013.
 The agreement is only for water usage down to 54,000 AF and specifically
states that it does not apply to shortages below 54,000 AF of surface water;
does this eliminate the need to pay for the costs when surface water usage
was below 54,000 AF? This would eliminate almost all costs except the
requested groundwater pumping in 2014.
 If the agreement is still valid when surface water use was at or below
54,000 AF, are the costs for operations and maintenance during the years
that groundwater was not requested to be pumped reasonable?
 How can they be expected to pay for costs over a five year period when
they did not receive any costs each year so did not have an opportunity to
terminate the agreement if they felt the costs were too high?
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If invoices were not provided for five years, is it reasonable to expect all five
years costs to be reimbursed? Would other agencies pay the full fare in
this case? Past record shows FOWD being unwilling to pay the full amount
on an unpaid invoice that SJWD failed to send reminder invoices. The
Wholesale operations had to make up the difference in the revenue.

To resolve the portions of the invoice that has consensus agreement, SJWD could
pay for the cost of groundwater pumping during 2014 that was over the cost
FOWD and CHWD would have paid for surface water. This would leave the
maintenance costs for 2009-2013 to still be evaluated.

The costs for groundwater pumping, minus the commodity cost for surface water,
is $190,430+$205,593=$396,023. This amount would be paid to FOWD and
CHWD. Further discussion on the costs for 2009 through 2013, some of which are
higher than the actual costs for pumping groundwater during 2014, can then be
had as a separate topic.
BUDGET IMPACT
Any impact to the budget is unknown at this time.
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AGENDA ITEM IV-1.3

STAFF REPORT
To:

Board of Directors

From:

Shauna Lorance

Date:

January 5, 2016

Subject:

R3 Federal Lobbying Platform

RECOMMENDED ACTION
For information, there is no requested action at this time.
BACKGROUND
San Juan Water District and the cities of Folsom and Roseville jointly hire the Ferguson
Group as federal lobbyists for issues related to surface water and Folsom Reservoir.
CURRENT STATUS
Each year, the three agencies work together to develop a federal platform for the
upcoming year. This year, the draft Federal platform has been divided into three
sections: Operations, Upcoming Issues and Awareness of the Agencies.
Operations
 Water rights and contracts
 Folsom operations
 Water control manual (Corps of Engineers)
 Modified Flow Management Standard for the Lower American River
 Ca Water Fix
 Coordinated Operations Agreement (COA) for the Central Valley Project and
State Water Project
Upcoming Issues
 Water Rights and contracts
 Conjunctive use
 USBR Infrastructure rehabilitation and replacement funding
 Funding for agency infrastructure
 Climate Change
Awareness of Agencies
 Conservation successes
 Folsom Reservoir and the associated story
Each topic has been assigned a key contact at the agencies. Draft whitepapers for
each of the topics are being developed by the Ferguson Group, to be reviewed by the
agency key contact. A final draft version is anticipated to be available by the end of
January.

AGENDA ITEM IV-1.4

STAFF REPORT
To:

Board of Directors

From:

Shauna Lorance

Date:

January 5, 2016

Subject:

Conserved water and/or groundwater transfers

RECOMMENDED ACTION
For information, there is no requested action at this time.
BACKGROUND
SJWD and Santa Clara Valley Water District (SCVWD) attempted to complete a
conserved water transfer in 2015. The transfer was not approved by the DWR and
USBR due to the lack of a statewide policy or whitepaper on how to conduct a
conserved water transfer. An urban conserved water transfer has never been
completed, and the agencies are concerned about the impacts if all agencies that
conserved water were to desire to conduct a water transfer.
USBR committed to work with SJWD and SCVWD to develop a conserved water
transfer white paper that will apply to any conserved water transfer in the State.
SCVWD has taken the lead on a draft paper, which will be discussed with USBR
at a meeting on January 13, 2016. A verbal report back will be provided at the
Board Meeting.
In addition, staff is meeting with Citrus Heights Water District, Fair Oaks Water
District, and Sacramento Suburban Water District to identify it is feasible to
conduct a groundwater substitution water transfer this year. The feasibility will
depend on the water supply conditions and the ability of the CHWD and FOWD to
get approval by the county of Sacramento and DWR to use their wells. A meeting
has been scheduled with CHWD, FOWD, SSWD and SJWD on January 12 and a
verbal report back will be provided at the Board Meeting.

AGENDA ITEM IV-1.6

STAFF REPORT
To:

Board of Directors

From:

Shauna Lorance, General Manager

Date:

January 5, 2016

Subject:

Conserved Water Status

RECOMMENDED ACTION
It is recommended that due to our cumulative conservation just barely meeting the
required 36%, the Board of Directors not reduce any of the existing conservation
requirements at this time.
BACKGROUND
At the December 2015 Board Meeting, Director Rich asked staff to provide an
update on our cumulative conservation numbers. If we are above the goal, he
would like to discuss revising our current conservation requirements.
CURRENT STATUS
SJWD retail has conserved a cumulative 36.1 percent between June 1 and
December 31, 2015. The requirement is to conserve a cumulative 36% between
June 1, 2015 and February 2016. Based on the current cumulative reduction of
36.1%, SJWD retail is not far enough above our goal to allow a reduction in our
current conservation requirements at this time.
The Governor issued an Executive Order that continued the existing statewide
conservation requirement of 25% as compared to 2013 through October 2016 if
the drought remains as of January. The State Water Resources Control Board will
be evaluating the continuation of the current conservation requirements through
October 2016 at a Board meeting in January.

STAFF REPORT
To:

Board of Directors

From:

Keith Durkin, Assistant General Manager

Date:

January 13, 2016

Subject:

SWRCB Continuing Emergency Regulations for Urban Water
Conservation

RECOMMENDED ACTION
For information, no action requested.
BACKGROUND
On April 1, 2015, Governor Brown issued the fourth in a series of executive orders on
actions necessary to address California’s drought. On May 5, 2015, the State Water
Resources Control Board (SWRCB or State Water Board) adopted an Emergency
Regulation to address specific provisions of the April 1 Executive Order, including a
mandatory 25 percent statewide reduction in potable urban water use between June
2015 and February 2016. To reach the statewide 25 percent reduction mandate, the
Emergency Regulation assigns each urban water supplier a conservation tier that
ranges between 4 and 36 percent based residential per capita water use for the months
of July – September 2014. The District’s retail service area was assigned a mandatory
36 percent reduction.
On November 13, 2015, Governor Brown issued Executive Order B-36-15 calling for an
extension of urban water use restrictions until October 31, 2016, should drought
conditions persist through January 2016. Between August and November 2015 State
Water Board staff convened a small group of individuals representing a variety of water
interests to further explore potential modification of the Emergency Regulation. The
State Water Board also held a public workshop on December 7, 2015, to solicit input on
elements of the existing Emergency Regulation, if any, that should be modified.
Director Pam Tobin testified at this workshop to advocate on behalf of the District and
our region. She made several key points including:


The regulations should provide an adjustment for climate differences across the
state



The regulations should recognize development of drought resilient supplies



Conservation targets need to consider reduced winter use



The regulations should consider land use density. The District’s service area
consists of large lots resulting in higher per person usage, though lower use on a
per acre basis.



The regulations should include review and revision requirements to respond to
developing hydrologic conditions through the winter and spring of 2016.

STAFF REPORT
SWRCB Continuing Emergency Regulations for Urban Water Conservation
January 13, 2016
Keith Durkin
CURRENT STATUS
The District submitted a comment letter to the SWRCB recommending modifications to
the emergency urban water conservation regulation in early December. State Board
staff issued a proposed Regulatory Framework for Extended Emergency Regulations
for Urban Water Conservation on December 21, 2015. A copy of the proposed
framework is attached to this staff report. The State Board staff recommendations
include some of the District’s requested adjustments, but most notably do not include
any adjustments for land use density or investments in conjunctive use or groundwater
banking drought resiliency projects. The proposed framework also includes a cap that
would limit any reductions in conservation requirements from the previous order to four
percent. This means that, at best, the District’s mandatory conservation level for 2016
would be 32 percent.
Comments on the proposed framework were due to the State Water Board by January
6th. Several local agencies and ACWA provided written comments; the ACWA
comment letter is attached to this staff report. ACWA is also actively advocating with
the State Water Board to seek additional modifications to the regulations. Outreach
efforts include an op-ed in the Sacramento Bee (attached) and a website post on
impacts of the proposed framework (also attached).
NEXT STEPS
The State Water Board will release a draft Emergency Regulation for public comment in
mid-January. The State Water Board will consider an extended emergency regulation
in early February. District staff, in coordination with our regional partners and ACWA,
will stay engaged in the process and continue to advocate for appropriate modifications
to the conservation regulations on behalf of our customers.

AGENDA ITEM IV-2.1

January 6, 2015
Delivered by e-mail to: Kathy.Frevert@waterboards.ca.gov
The Honorable Felicia Marcus, Chair
and Members of the State Water Resources Control Board
c/o Jeanine Townsend, Clerk to the Board
State Water Resources Control Board
1001 I Street, 24th Floor
Sacramento, CA 95814
Subject: “Comments on Proposed Regulatory Framework"
Dear Chair Marcus and Members of the Board:
The Association of California Water Agencies (ACWA) is pleased to comment on the State Water
Resources Control Board (State Water Board) staff “Proposed Regulatory Framework for Extended
Emergency Conservation Regulation for Urban Water Conservation” (Proposed Framework), which staff
released for public review on December 21, 2015. ACWA represents over 430 public water agencies
which are responsible for delivery of over 90% of the water used for residential, commercial and
agricultural purposes in California. Water agencies statewide have played a key role in the successful
implementation of the 2015 Emergency Conservation Regulation to address the on-going drought. We
recognize the need to extend these regulations into 2016 in a modified form that “incorporates insights
gained” as authorized by the Governor’s most recent Executive Order B-36-15. We understand that the
State Water Board is currently planning to adopt an Extended Emergency Conservation Regulation
(Extended Regulation) in early February, effective immediately upon expiration of the current regulation
on February 13.
We appreciate the staff’s willingness to consider input offered by water agencies as part of the informal
work group process and the December 7 public workshop, and this input is clearly reflected in elements
of the Proposed Framework. We are also thankful that the staff was willing to extend the originally
proposed comment deadline in recognition of the holidays.
ACWA believes that the State Water Board should not adopt an Extended Regulation without addressing
three fundamental concerns raised by the staff Proposed Framework. First, ACWA strongly opposes the
total cap of 4 percentage points for all credits and adjustments as proposed by staff. We also oppose
the individual caps of 4 percentage points for climate adjustment and drought resilient sources of
supply. These caps severely undermine the purpose of these needed adjustments. Second, the credit
for drought resilient sources of supply must be modified to remove the “coastal” restrictions and
explicitly include a much broader range of drought resilient supplies, such as the desalination of brackish
groundwater, groundwater banks and conjunctive use projects, surface storage, and non-potable
recycled water supplies which contribute to local water supply reliability, even if developed prior to
2013. Third, the State Water Board should incorporate within the Extended Regulation a provision to
re-evaluate and reduce or suspend the mandatory conservation standards based on precipitation,
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snowpack and reservoir storage in April 2016. If above-normal rainfall alleviates drought conditions as
expected, the Emergency Conservation Regulation needs to include a “reopener” mechanism to adjust
accordingly, thereby preserving public support for the regulation. These fundamental concerns and
suggestions for refinements, are explained below.
Fundamental Concerns
The success with which California has weathered the current drought is in no small measure due to the
far-sighted investments that have been made by local water agencies over past decades in both demand
management and water supply. The Extended Regulation needs to be crafted to achieve a much better
balance than the current regulation, which is entirely dependent upon mandatory water rationing to
significantly reduce demand. The Extended Regulation for 2016 must address the following three
fundamental concerns raised by the staff’s Proposed Framework.
1. Remove the Caps on Adjustments and Credits
ACWA appreciates the staff’s recognition of the need for a climate adjustment and credits for drought
resilient sources of supply. But imposing a total cap of up to 4 percentage points for adjustments and
credits, as proposed by staff, would severely restrict the benefits received from investments in drought
resilient sources of supply. ACWA opposes this approach which could undermine the momentum that
has built over decades in California in local and regional water supply planning and development and
create a threat to the success of the Governor’s California Water Action Plan. The plan relies on
implementation of a comprehensive suite of actions – not just water conservation.
For example, under the staff’s proposal an inland agency with a 2015 Conservation Standard of 36
percent could receive a 2016 Conservation Standard of 32 percent. In other words, the staff’s proposal
recognizes climate and local investments, but only to the tune of 10 percent of its drought management
effort (the 4 percent cap is approximately 10 percent of the 36 percent mandate). That means the
remaining 90 percent still has to come from demand reduction. For agencies situated in a warmer inland
area, the climate adjustment alone will just about use the 4 percent cap, leaving no credit for local
investments in drought preparedness.
Instead water agencies should receive both a climate adjustment and full credit for drought resilient
supplies where local climate conditions and past supply investment actions warrant. The Extended
Regulation should not include any total cap as proposed in the Proposed Framework, allowing the
climate adjustments and supply credit mechanisms to operate independently and achieve their separate
policy objectives. Further, there should not be caps on the climate adjustment or the drought resilient
sources of supply credit.
2. Expand the Drought Resilient Sources of Supply Credit
The Proposed Framework properly acknowledges the need to provide credits for drought resilient
supplies, but the credits proposed are too narrow in scope and limited in benefit. We are concerned
that the proposed limitations on drought resilient sources of supply to coastal wastewater or
desalinated water developed since 2013 do not recognize the importance of many locally significant
water supply reliability investments. The proposal Regulation should be revised to remove the “coastal”
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restrictions and explicitly include other drought resilient supplies that are available, such as the
desalination of brackish groundwater, groundwater banks and conjunctive use projects, and nonpotable recycled water supplies.
And, as stated above, the 4 percentage points cap for drought resilient sources of supply should be
removed entirely and full credit should be provided were it is warranted.
3. Add a Provision to Address Above-Normal Precipitation
Although the Proposed Framework is silent concerning how the State Water Board intends to address
expected above-normal precipitation in the coming months, the Extended Regulation should proactively address this likely scenario. The Extended Regulation should include a provision to reduce the
Conservation Standards or suspend the emergency regulation in April if above-normal statewide
precipitation and snowpack conditions are projected to recharge reservoir storage and mitigate drought
conditions for the summer of 2016. Although above-normal precipitation this winter is not likely to
bring an end to the drought entirely, continuing to ask Californians to sustain heroic water conservation
efforts that are disproportionate to the actual need or immediate water supply conditions will
undermine the credibility of the Administration and California’s water agencies and may make it much
harder to generate the required response should emergency conditions reemerge in the future. Should
dry conditions re-appear next winter, Californians and their water suppliers have demonstrated their
ability to rapidly re-implement mandatory water use reductions if they are needed in spring of 2017.
Suggestions to Address Additional Concerns
The staff’s Proposed Framework raises additional concerns that should also be addressed.
1. Modify the Climate Adjustment
ACWA appreciates staff recognition of the need to adjust the Conservation Standard to account for
climate. However, the staff proposed method for climate adjustment is based on comparing the
average July through September evapotranspiration (ET) for the water supplier service area to the state
average. Using this simple average for the state does not provide an accurate reflection of the
population using the water agencies. Using the simple average artificially increases the average because
it gives the same weight to each of the 18 ET zones, regardless of population or water use. In particular,
the current calculation provides no relief for the agencies in the inland ET Zone 8, which is considerably
hotter than Zones 1-6. ACWA recommends revising the method of calculation so that agencies in Zone 8
are provided some climate adjustment by means of a population weighted average. Alternatively, this
could be accomplished by revising the table to provide a 2 percent reduction in conservation standard
for agencies with ET that deviates from the average ET by 2 percent to less than 10 percent. As with
other adjustments to the Conservation Standards is essential that the State Water Board avoid
provisions in the Extended Emergency Regulation that would result in redirected impacts to other water
agencies.
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2. Modify the Growth Adjustment
ACWA appreciates the staff’s recognition of the need to adjust the Conservation Standard to account for
growth experienced by some water suppliers since 2013. However, the method outlined in the
Proposed Framework is dependent on residential landscaped area information that is not readily
available for many water agencies. Even for those agencies that have landscaped area data or
estimates, the methods used to acquire this information vary significantly so the resulting growth
adjustment could vary somewhat between water agencies. Instead, the Extended Regulation should
incorporate a revised methodology for the residential calculation using average gallons per residential
connection February-October 2015 (as is proposed for the commercial, industrial, and institutional
sector). The average gallons per residential connection could be easily calculated using Residential
Gallon Per Capita Per Day (R-GPCD) divided by the number of new residential connections. This
resulting calculation would be easier to make and verify and would be unlikely to vary substantially from
the results obtained from a more burdensome landscaped area approach. Additionally, the current
proposal multiplies the percent of new demand by the original conservation requirement to make an
adjustment to the conservation standard. This significantly reduces the effectiveness of the growth
adjustment. We recommend using a more equitable method of applying the growth adjustment by
subtracting the percent of new demand from the conservation requirement. This will fairly account for
growth and prevent the penalization of areas with growing economic development.
3. Preserve the Commercial Agricultural Exemption
The existing Commercial Agricultural Exemption has worked as intended to protect commercial
agricultural activity that is dependent on potable water supplies. This exemption process should be
preserved, and in absence of any evidence of abuse, imposition of a $1000 threshold as proposed by
staff would add a new and unnecessary administrative burden on farmers, water suppliers and the State
Water Board.
4. Incorporate the Regional Compliance Option
The Regional Compliance Option previously advocated by water agencies was proposed to achieve the
same water savings as would be required by the participating individual water agencies. It is based on a
currently successful model of “regional alliances” as administered by the Department of Water
Resources (DWR) to implement SB7X7 (2009), and it would empower participating water suppliers to
achieve significant administrative and public outreach efficiencies. The reasons given by staff in the
Proposed Framework for rejecting this option as potentially impeding enforcement action or
accountability by individual water agencies are fully addressed by this proposal. The State Water Board
should incorporate this compliance option into the Extended Regulation and then allow the resulting
voluntary regional alliances to deliver the compliance results that they believe they can produce. Again,
there is essentially no down-side risk to the program by empowering water suppliers with this
compliance option.
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Thank you for your consideration of these comments. ACWA continues to appreciate the significant
attention the State Water Board has been giving to the Emergency Conservation Regulation, and we
stand ready to answer questions or otherwise constructively inform development of the Extended
Regulation after its release for public review in coming weeks. I am available to discuss these comments
at daveb@acwa.com or (916) 441-4545.

Sincerely,

David Bolland
Special Projects Manager

cc:

Mr. Wade Crowfoot, Deputy Cabinet Secretary, Office of Governor Edmund G. Brown Jr.
Mr. Tom Howard, Executive Director, State Water Board
Mr. Eric Oppenheimer, Chief Deputy Director, State Water
Mr. Max Gomberg, Climate Change Mitigation Strategist, State Water Board
Ms. Timothy H. Quinn, Executive Director, ACWA
Ms. Cindy Tuck, Deputy Executive Director for Government Relations, ACWA

December 21, 2015

Proposed Regulatory Framework for
Extended Emergency Regulation for Urban Water Conservation
Background:
On April 1, 2015, Governor Brown issued the fourth in a series of executive orders on actions
necessary to address California’s drought. On May 5, 2015, the State Water Resources Control
Board (State Water Board) adopted an Emergency Regulation to address specific provisions of the
April 1 Executive Order, including a mandatory 25 percent statewide reduction in potable urban
water use between June 2015 and February 2016. To reach the statewide 25 percent reduction
mandate, the Emergency Regulation assigns each urban water supplier a conservation tier that
ranges between 4 and 36 percent based residential per capita water use for the months of July –
September 2014.
At the time the State Water Board adopted the current Emergency Regulation some urban water
suppliers had proposed further refinement to the conservation tiers to reflect a range of factors
that contribute to water use. State Water Board Resolution No. 2015-0032 directed staff to work
with stakeholders to further develop and consider these factors, including but not limited to
temperature, growth, use of drought resilient supplies, and others for adjustment to the Emergency
Regulation should it need to be extended into 2016.
On November 13, 2015, Governor Brown issued Executive Order B-36-15 (EO B-36-15) calling for an
extension of urban water use restrictions until October 31, 2016, should drought conditions persist
through January 2016. Between August and November 2015 State Water Board staff convened a
small group of individuals representing a variety of water interests to further explore potential
modification of the Emergency Regulation. The State Water Board also held a public workshop on
December 7, 2015, to solicit input on elements of the existing Emergency Regulation, if any, that
should be modified. The stakeholder process and workshop led to development of several
proposals for modification of the Emergency Regulation, which are discussed below, along with
staff recommendations.
Staff recommendations are based on the criteria that modifications to the Emergency Regulation be
transparent, intelligible, equitable, reasonable, provide sufficient water savings statewide, and be
feasible to implement and enforce. As directed by the Governor in EO B-36-15, this proposal would
extend until October 31, 2016 restrictions to achieve a statewide reduction in urban potable water
usage.

Climate adjustment:
Stakeholder Proposal: Water suppliers in warmer climates would be granted a reduced
conservation standard based on their service area evapotranspiration (ET) relative to statewide
average ET. The adjustments would be calculated by multiplying the deviation from average ET by
the water supplier’s conservation standard and would range from a 0-15 percentage point decrease
to suppliers existing conservation requirement. As proposed, no supplier would have their standard
increased.
Staff Recommendation: Incorporate a climate adjustment in the Emergency Regulation that
reduces the conservation requirement by up to 4 percentage points for water suppliers located in
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the warmest regions of the State. The climate adjustment would be based on each urban water
supplier’s approximate service area ET for the months of July through September as compared to
statewide average ET for the same months. The adjustment would range from a 2-4 percentage
point decrease in an urban water supplier’s conservation requirement depending on service area ET
as follows:
Deviation from Average ET
>20%
10 to 20%
5 to <10%

Reduction in Conservation Standard
4%
3%
2%

Default service area ET will be based on the California Irrigation Management Information System
(CIMIS) Mapped ET Zone for which the supplier’s service area has the greatest overlap. Each Urban
Water Supplier will have the opportunity to refine its service area ET using specific data from CIMIS
stations within its service area, provided each station used has a continuous period of record of at
least 5 years.
Staff estimates that this adjustment will result in 1.4 percentage point reduction in statewide water
savings from that currently required.
Example Calculation of Climate Adjustment
Original Conservation Requirement
Statewide Average ET Jul-Sep
Service Area Average ET Jul-Sep (Zone 17)
Service Area % Deviation from Average ET = (8.4-6.13)/6.13
Climate Adjustment
Adjusted Conservation Requirement

32%
6.13 inches
8.4 inches
0.37 or 37%
-4%
28%

Growth adjustment:
Stakeholder Proposal: Each urban water supplier’s 2013 baseline water use would be increased to
account for growth in new service connections since 2013. The volume of water per connection in
2013 would be calculated (based on total use divided by number of connections) and multiplied by
the number of connections added since 2013. This volume of water could be added to the 2013
baseline to account for new growth, resulting in a decrease to the supplier’s conservation volume
requirement but not its conservation standard.
Staff Recommendation: Provide a mechanism to adjust urban water supplier conservation
standards to account for water efficient growth since 2013. The adjustment will be equal to the
ratio of the additional volume of water used since 2013 to the baseline water use for 2013,
multiplied by the water supplier’s conservation standard. The volume of water added due to
growth will be calculated as the sum of:
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1. Number of new residential connections since 2013 multiplied by 165 gallons (55 gallons per
person per day multiplied by three people) multiplied by 270 days.
2. Area of new residential landscaped area (square feet) served by connections since 2013
multiplied by 55% of total service area ET (inches) for the months of February through
October multiplied by a conversion factor of 0.623 (converting inches to gallons).
3. Number of new commercial, industrial, and intuitional (CII) connections since 2013
multiplied by the average commercial industrial, and institutional water use per connection
during February through October 2015.
Staff estimates that this adjustment will result in about a one percentage point reduction in
statewide water savings compared to the current requirements, assuming that growth has
increased by 4% since 2013 for every urban water supplier.
Example Calculation of Growth Adjustment
# of new residential connections since 2013
Residential landscaped area served by connections since 2013
Total ET February through October
Volume of water attributable to new residential connections
= [4000*165*270] + [10,000,000 * 44 *0.55*0.623]

4,000
10,000,000
44

sq. feet
inches

328,966,000

gallons

# of new commercial, industrial, and institutional connections
since 2013
Average use per CII connection Feb-Oct 2015
Volume of water attributable to new CII connections
= 700 * 900,000

700
900,000

gallons

630,000,000

gallons

Total volume of water attributable to growth since 2013

958,966,000

gallons

16,000,000,000
958,966,000

gallons
gallons

Baseline 2013 total water production Feb-Oct
Gallons of water attributable to growth
Percentage change in potable water production due to
growth
Original Conservation Requirement
Adjusted Conservation Requirement = .36 * [1-0.06]

6%
36%
34%

Drought Resilient Sources of Supply Credit:
Stakeholder Proposal Suppliers would receive a credit for desalinated seawater or indirect potable
re-use (IPR) water. The credit would come in the form of a one-to-one reduction from the
calculated amount of water that needs to be saved under the Emergency Regulation. A supplier
could deduct all water derived from desalination or IPR from their total savings requirement. San
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Diego County Water Authority proposes a similar credit for Colorado River water received through
long-term transfers of conserved water. No supplier would be allowed to have an effective
conservation rate below 8%.
Staff Recommendation: Provide a one-tier (four percentage point) reduction to the conservation
standard of urban water suppliers using new drought resilient water supplies. The credit would
apply to urban water suppliers that certify, and provide documentation upon request, that at least
4 percent of its potable supply is comprised of indirect potable reuse of coastal wastewater (the
creation and use of which does not injure another legal user of water or the environment) or
desalinated seawater developed since 2013. Staff does not recommend extending this credit to
Colorado River water received through long-term transfer of conserved water.
Staff estimates that this credit will result in about a 0.6 percentage point decrease in statewide
water savings.

Non-potable Recycled Water Use Credit:
Stakeholder Proposal: This proposal would apply to suppliers that meet a large portion of irrigation
demand with non-potable recycled water. These suppliers would be able to reduce their 2016
monthly potable water production by the ratio of non-potable recycled water use to total potable
water production multiplied by their total water production and their conservation. Reducing 2016
total potable water production would have the effect of reducing the required volume of water
saved.
Staff Recommendation: Staff does not recommend providing additional credit for non-potable
recycled water use. Under the current Emergency Regulation, non-potable recycled water is not
counted in total potable water production. Suppliers’ conservation standards are based on
residential use of potable water, and while suppliers have been generally expected to target
outdoor irrigation as a means of achieving savings, high use of recycled water should not, by itself,
prevent a supplier from meeting those standards with reductions from residential and nonresidential customers. These suppliers have already realized the benefit of providing recycled water
by not having that water counted as part of their total production and not having to reduce use of
that water. Urban water suppliers that cannot meet their conservation standard due to a
disproportionate share of recycled water use may pursue relief through the existing alternate
compliance process on case by case basis.

Groundwater Credits:
Stakeholder Proposal: This set of proposals would provide credit for “sustainable” groundwater
management and groundwater augmentation. Suppliers would provide verification that the
groundwater supply is formally certified to meet certain eligibility requirements and then would be
eligible to deduct certain groundwater use from their total potable production. In effect, the use of
eligible groundwater would be counted the same as conserved water. There are four proposed
credit scenarios: 1) Groundwater Banking; (2) Conjunctive Use; (3) “Sustainable” Groundwater
Management; and (4) Adjudicated Basins. The proposals include requirements that would govern
the use of the credits under each scenario.
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Staff Recommendation: Staff does not recommend providing credits for groundwater use or
management since the effect of such credits are not well-defined and are generally inconsistent
with goal of conserving the state’s remaining surface and groundwater supplies during the
drought. While groundwater augmentation with surface water is a critical element of drought
resilience, it is materially different than creation of new drought-resilient sources of supply, such as
through indirect potable reuse of wastewater or seawater desalination. Using seawater and
wastewater that, for example, would otherwise have been discharged to the ocean to create supply
adds to existing surface and groundwater supplies, whereas groundwater augmentation uses water
that was already part of existing freshwater resources. Moreover, the proposed groundwater
management credits do not adequately demonstrate how other users of a groundwater basin,
whether adjudicated or not, would be impacted from pumping by the supplier receiving a credit.
Suppliers whose basins are replenished with imported water would place additional strain on those
supplies by using more water under a credit system. Suppliers whose basins fill without imports
may impact others by increasing pumping under a credit system. Even self-sufficient, adjudicated
basins are not guaranteed to maintain all uses during an extended severe drought, where the next
opportunity for recharge is unknown. Additionally, there is no credible estimate of how much credit
would accrue for groundwater management and how that credit would impact statewide savings.
Credit for sustainable groundwater management may be appropriate for a permanent regulation,
and certainly will be addressed by the Sustainable Groundwater Management Act as that legislation
is implemented, but it is not adequately transparent, intelligible, implementable, or reasonable for
an Emergency Regulation of limited duration, the chief aim of which is to preserve existing surface
and groundwater supplies through conservation while extreme drought conditions persist.

Regional Compliance Approach:
Stakeholder Proposal: This proposal would allow suppliers to jointly comply with their aggregated
conservation standards as a single entity. Regions would be allowed to form, on a voluntary basis,
based on the criteria for forming a SBx7-7 regional alliance, per Water Code Section 10608.28. A
lead agency for the region would report the Regional Conservation Standard monthly to the State
Water Board on behalf of the region. Each urban retail water supplier would also continue to report
their individual monthly water use data. If a group as whole did not meet its regional conservation
target, the suppliers would revert back to their individual requirements.
Staff Recommendation: Staff does not recommend providing an option for regional compliance
because it will impede timely compliance and enforcement action by the Board and has the
potential to reduce individual water supplier accountability. While a regional approach could help
water suppliers provide a consistent message about a regional target to their customers, residents
and businesses need to conserve differing amounts to achieve a supplier’s reduction target, so the
benefits of this approach are not well substantiated. There is no reason that suppliers (and their
regional or wholesale partners) cannot develop consistent messaging under the current Emergency
Regulation, such as limits on outdoor watering, nor does the current emergency regulation inhibit
regionally-grouped suppliers or wholesalers from working together on messaging to encourage
conservation. In addition, there are multiple drawbacks to the proposed regional approach. First, it
would impede the Board’s enforcement and compliance efforts, by disallowing the Board from
using its enforcement tools to timely address the shortcomings of an individual supplier if that
supplier’s region was meeting its target. In the case where a region dropped out of compliance late
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in the 270 day life of the regulation, the Board would have little time to institute corrective actions
for the individual suppliers. Second, it could encourage regional agencies to focus efforts on
additional conservation savings in high-performing communities rather than on steps to change the
conservation behaviors of poorer performing communities in order to meet the regional target.
Finally, the regional approach would undermine the direct accountability for water supply managers
established through the existing regulation. Staff encourages suppliers to work together on
messaging and outreach, but believes the drawbacks of a regional approach outweigh any potential
benefits.

Elimination of Commercial Agriculture Exclusion:
Stakeholder Proposal: The current Emergency Regulation allows water supplied for commercial
agricultural use to be excluded from total potable production, if certain conditions are met. The
proposal is to eliminate the exclusion or to change the definition of what constitutes commercial
agricultural use to prevent exclusion of water attributable to noncommercial agricultural use or
non-agricultural use that may be excluded improperly.
Staff Recommendation: Staff recommends modifying the Commercial Agriculture Exclusion to
require certification that customers whose water use is subtracted under the exclusion produce a
minimum of $1,000 per year in revenue from agricultural sales and are not subtracting water
used on ornamental landscapes. This change would limit use of the exclusion for properties with
minimal agricultural sales or mixed commercial agricultural and ornamental landscape use. The
$1,000 threshold is consistent with the US Department of Agriculture’s definition of a farm.1
Staff estimates the existing agricultural exclusion has resulted in about an 11,000 acre feet
reduction in conserved water since June 2015. Modifying the commercial agriculture exclusion as
proposed could result in a slight increase of conserved water.

Exemption for regions without drought conditions and no exports/imports:
Stakeholder Proposal: This proposal would allow isolated hydrogeological regions that do not have
drought conditions and do not import or export water to be excluded from the conservation
standard element of the Emergency Regulation. Suppliers would apply to the State Water Board for
an exemption from the conservation standard and provide verification that water resources in
these regions are not available to benefit other regions.
Staff Recommendation: Staff does not recommend exempting or relaxing conservation
requirements for isolated hydrogeologic regions. The current Emergency Regulation contains a
reserved four percent tier for suppliers that can demonstrate multiple years of supply and no use of
imported water and groundwater. Staff continues to believe the four percent tier is adequate and
appropriate for an extended Emergency Regulation given the uncertainty of the state’s surface and
groundwater suppliers during the drought.

Revisions for suppliers with significant seasonal or transient populations:

1

See http://www.ers.usda.gov/topics/farm-economy/farm-household-well-being/glossary.aspx, accessed December
11, 2015.

6

December 21, 2015
Stakeholder Proposal: The Emergency Regulation assigned conservation tiers based on R-GPCD
during the months of July, August, and September 2014. The proposal is to re-assign tiers based on
12 months of R-GPCD data, because some areas, mainly the desert regions, have the highest
population during the winter months.
Staff Recommendation: Staff does not recommend changing the process for assigning
conservation tiers to account for year round residential per capita water use because it would
reduce the regulation’s current emphasis on saving water where outdoor use is highest. In
addition, this proposal would in effect provide allowances for properties that are unoccupied for
part of the year but irrigated year-round. However, staff proposes to update each water suppliers
R-GPCD values using the most up to date July-September 2014 data that had been provided as of
January 1, 2016. Water suppliers have also been encouraged and allowed to correct any inaccurate
data and provide modified population information to account for monthly changes in population.

A Cap on Credits and Adjustments:
Staff recommends that all credits and adjustments be capped to allow up to a maximum of a four
percentage point decrease to any individual water supplier’s conservation standard (tier).
Staff Recommendations on Other Elements of an Extended Emergency Regulation:
Staff recommends maintaining other elements of the current Emergency Regulation in the
extended Emergency Regulation. These elements include the alternate compliance approach, the
statewide prohibited end-uses, the monthly reporting requirements for urban water suppliers, and
the conservation and reporting requirements for small suppliers. Staff proposes that small suppliers
again be required to report after six months of conservation under a readopted emergency
regulation.
Staff also recommends, based on feedback from both suppliers and the general public, adding a
prohibition against homeowners’ associations interfering with certain conservation actions of their
association members in violation of existing law.

Next Steps:


Comments are due on this proposed regulatory framework by January 6, 2016



A draft Emergency Regulation will be released for public comment in mid-January 2016



State Water Board consideration of an extended emergency regulation is anticipated in
early February 2016.

Input Requested: The State Water Board is interested in receiving feedback on this proposed
regulatory framework. Please submit comments with the subject line: “Comments on Proposed
Regulatory Framework” by email to: Kathy Frevert at Kathy.Frevert@waterboards.ca.gov by
January 6, 2016.
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AGENDA ITEM IV-2.2

STAFF REPORT
To:

Board of Directors

From:

Keith Durkin, Assistant General Manager

Date:

January 6, 2016

Subject:

Residential Fire Sprinkler Systems

RECOMMENDED ACTION
For information, there is no requested action at this time.
BACKGROUND
On January 1, 2011, California adopted new building codes requiring all new
residential construction to include fire sprinkler systems. However the state code
did not standardize installation requirements or have provisions for annual
required maintenance or testing of these residential fire sprinkler systems to
ensure protection of public drinking water systems.
In 2010, in anticipation of the new code, District staff began developing changes to
District Standards for service installations. These revisions were necessary to
increase the available service supply capacity to serve the added demand of
residential fire sprinklers and to also protect the distribution system from a
potential new source of contamination. Stagnant water can remain in fire sprinkler
system piping for years and should not be allowed to drain into the public water
supply. To address the fact that staff cannot legally enter the residence to inspect
the initial installation, or to perform any subsequent operational condition
assessments of the fire sprinkler system, backflow prevention devices are now
required on new service connections. In addition to the extra construction and
maintenance costs to residents for sprinkler systems and backflow devices,
backflow device inspection and testing has significantly increased staff workload.
CCR Title 17 and Public Health Code Section 4017 require annual testing and
certification of all backflow prevention devices.
In 2008 there were a total of 476 backflow devices in the District’s Retail Service
Area. By November 2015 there were 820 devices.
CURRENT STATUS
Beginning in July of 2015, District staff initiated a review of the residential fire
sprinkler system requirements. In response to the drought, staff had begun
lowering distribution system pressures in pumped zones which successfully
contributed to achieving water conservation goals. During implementation of these
pressure reductions staff also identified a concern that lowering pressures could
result in performance failures for some residential fire sprinkler systems. Staff also
identified that the local county and city building departments and various fire

agencies all have different procedures for approving and inspecting fire protection
system designs and installations.
As a result of work by staff, several meetings were held with the local fire
departments that serve the District’s Retail Area to discuss the issues and to work
together to ensure the continued performance of both residential and commercial
fire sprinkler systems. Staff also recognized an additional opportunity to
potentially standardize residential fire sprinkler designs to meet the goals of both
the fire protection entities and the water purveyors.
Expanding on these initial meetings, District staff organized a meeting on
December 8, 2015 of what is envisioned as a series of meetings with
representatives of the regional fire entities and water purveyors. Six water
purveyors (SJWD, FOWD, CHWD, OVWC, Folsom, and SSWD), and seven fire
entities (Folsom, West Sacramento, Consumes, Sacramento City, Roseville,
South Placer, and El Dorado Hills) were represented. The identified goals of these
meetings include:





Standardize residential fire sprinkler system design (to use a standard
reasonable pressure, incorporate passive purge, and eliminate backflow
prevention requirements).
Develop inspection criteria, inspector qualifications, and timing for sprinkler
system installations.
Enhance inspection reporting (to all participants).
Improve local/regional ordinances to meet the goals.

District staff will continue to lead and support this joint water/fire program with the
other regional participants to successfully achieve our mutual goals, improve
services for our customers, and reduce impacts on District staff resources and
expenses.

AGENDA ITEM IV-3.1

STAFF REPORT
To:

Board of Directors

From:

Donna Silva, Director of Finance

Date:

December 9, 2015

Subject:

Treasurer’s Report – Quarter Ending September 30, 2015

RECOMMENDED ACTION
This report is for information only and will be filed with the meeting minutes.
BACKGROUND
The purpose of the treasurer’s report is to update the Board and the public on the status
of the District’s cash balances and investments, and highlight material changes from one
period to another. The scope of this report covers the third quarter of calendar year 2015,
ending September 30, 2015.
The District’s investment objectives are established by the Board approved Investment
Policy. The Investment Policy is guided and constrained by the California Government
Code. The Board periodically reviews and adjusts the Investment Policy to ensure
ongoing compliance with the government code and to maximize investment flexibility as
permitted. The current Investment Policy has the following objectives for the portfolio:
1. Safety
2. Liquidity
3. Yield
Attached is the quarterly Treasurer’s Report for the three months ended September 30,
2015.
At June 30, 2015, the end of the previous quarter, the value of the District’s total portfolio
was $30.4 million. Since that time, the balance decreased by $2.2 million for an ending
balance of $28.4 million as of September 30, 2015. Cash and short-term investments
decreased by $2 million and long-term investments decreased by $137,000. The funds
are currently held as follows:
Cash at Banking Institutions
Local Agency Investment Fund (LAIF)
PFM Managed Investment Portfolio

$

3,533,971
16,000,070
8,844,063
$ 28,378,104

The overall portfolio is diversified with 31% invested in marketable securities, 57%
invested in short-term investments that are considered liquid (LAIF) and 12% on deposit
with US Bank. Staff, in conjunction with your financial advisors, periodically reviews the

mix of liquid and long-term investments and adjusts the portfolio according to the market
conditions and the District’s short term cash needs.
All securities held are in conformance with those permitted by the District’s Investment
Policy. There are sufficient funds to meet the City’s expenditure requirements for the next
six months.
The distribution, mix and duration of investments is displayed in the following charts:

Distribution of Investments - San Juan Water District

Cash
LAIF
PFM Portfolio

Mix of Investments - PFM Managed Portfolio
Money Market Acct.
U.S. Treasury
Bonds/Noes
Federal Agency
Bonds/Notes
Corporate Notes
Commercial Paper
Certificates of Deposit

Duration of PFM Portfolio
Cash
Short-Term (less than
1 year)

Medium Term (1 to 3
years)
Long Term (greater
than 3 years)

Interest rates have been at historically low levels. Due to the low interest rate
environment, the managed portfolio is concentrated in the medium term duration
category. This increases our interest earnings while providing an opportunity to secure
higher yield investments when interest rates begin to rise.
The portfolio is performing well and continues to outperform the benchmark (Bank of
America Merrill Lynch “BAML” 0-50 year Treasury Index) on a current and historical
basis.
Total Returns – period ending June 30, 2015
Duration
(years)
San Juan Water District
BAML 0-5 Year Treasury
Index

2.17
2.18

Quarter
Ending
6/30/2015
.18%
.03%

Jan – June
2015

Since
Inception

.95%
.77%

1.43%
1.15%

San Juan Water District
Treasurer's Reprt
September 30,2015

CASH & DEMAND DEPOSITS - US Bank:
LOCAL AGENCY INVESTMENT FUND (LAIF)
PFM MONEY MARKET ACCOUNT

Par Value
$ 3,533,970.57

Cost
$ 3,533,970.57

Current Market
Value
$ 3,533,970.57

Maturity
Date
na

0.337% $ 16,000,069.96

$ 16,000,069.96

$ 16,000,069.96

na

Yield %
na

na

$

245,317.34

$

245,317.34

$

245,317.34

na

1.40% $
1.31%
1.50%

195,000.00
500,000.00
325,000.00

$

197,940.23
493,437.50
330,649.41

$

199,133.61
496,002.50
332,676.50

9/30/2019
9/30/2019
6/30/2020

LONG-TERM INVESTMENTS (PFM Investment Portfolio):
U.S. Treasury Bonds/Notes:
US Treasury Notes
US Treasury Notes
US Treasury Notes
Federal Agency Bonds/Notes:
FHLB Notes
FHLB Global Notes (Callable)
Freddie Mac Global Notes
Freddi Mac Global Notes
FHLB Notes (Callable)
FNMA Notes (Ex-Callable)
FNMA Notes (Ex-Callable)
Corporate Notes:
Apple Inc. Corp Note
Chevron Corp Note
Wells Fargo & Company Global Notes
IBM Corp Notes
Bank of New York Mellon Corp
CISCO Systems Inc Corp Note
Toyota Motor Credit Corp
Commercial Paper:
Bank of Tokyo Mitsubishi UFJ
Certificate of Deposit:
General Capital Retail Bank LT CD
Canadian Imperial Bank NY YCD
Nordea Bank Finland NY CD
Toronto Dominion Bank NY YCD

0.59%
0.84%
0.85%
0.97%
1.00%
1.05%
1.69%

1,000,000.00
175,000.00
125,000.00
260,000.00
1,000,000.00
1,000,000.00
595,000.00

1,000,570.00
175,000.00
125,423.82
260,257.40
1,000,000.00
1,000,000.00
596,511.30

1,002,111.00 12/28/2016
175,473.38 3/24/2017
125,845.50 7/28/2017
261,758.64 7/28/2017
998,444.00 1/25/2018
1,003,921.00 2/27/2018
606,671.52 6/20/2019

0.94%
1.35%
1.52%
1.23%
1.60%
1.66%
1.58%

110,000.00
100,000.00
1,000,000.00
225,000.00
175,000.00
185,000.00
100,000.00

109,924.10
100,000.00
999,000.00
224,313.75
174,984.25
184,968.55
99,915.00

110,210.87 5/12/2017
100,346.50 11/15/2017
999,051.00 1/16/2018
224,455.00
2/6/2018
174,652.28 5/22/2018
186,347.73 6/15/2018
100,455.40 7/13/2018

0.36%

500,000.00

499,100.00

499,911.00

11/2/2015

1.32%
1.01%
1.15%
1.25%

250,000.00
250,000.00
250,000.00
250,000.00

250,000.00
250,000.00
250,000.00
250,000.00

251,778.50
249,702.50
249,470.00
250,327.50

8/17/2016
4/6/2017
5/26/2017
6/16/2017

TOTAL LONG TERM INVESTMENTS

$

8,570,000.00

$ 8,571,995.31

$ 8,598,745.93

TOTAL CASH & INVESTMENTS AT 9/30/2015

$ 28,349,357.87

$ 28,351,353.18

$ 28,378,103.80

SAN JUAN WATER DISTRICT
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