MINUTES OF THE REGULAR MEETING OF THE
FISCAL POLICY COMMITTEE OF
VISTA IRRIGATION DISTRICT

January 28, 2009

A Regular Meeting of the Fiscal Policy Committee was held on Wednesday, January 28, 2009, at
the offices of the District, 1391 Engineer Street, Vista, California.

1. CALL TO ORDER
Chair Dorey called the meeting to order at 2:00 p.m.
2. ROLL CALL
Directors present: Chair Dorey and Director Williams.

Staff present: Roy Coox, (General Manager; Eldon Boone, Assistant General Manager/Treasurer;
Farrokh Shahamiri, Finance Associate; Brett Hodgkiss, Administrative Services Manager; Marlene
Kelleher, Finance Manager; and Marian Schmidt, Administrative Assistant.

3. APPROVAL OF AGENDA

The agenda was approved as presented.
4. PUBLIC COMMENT TIME

There were no members of the public present.
5. WATER RATE STRUCTURE

Due to the historic dry conditions that currently exist and the possibility of mandatory cut-backs,
the Committee members discussed implementing a tiered water rate structure for the District. Tiered
water rate structures are commonly used by other water agencies throughout California and they all vary
from agency to agency. A number of San Diego County Water Authority member agencies already have a
tiered water rate structure in place and there was a short discussion on how tiered structures differ
amongst these agencies. The concept of developing a new tiered rate structure will help the District
achieve conservation goals and comply with any mandatory water use restrictions.

The Committee will continue to work with staff with developing a tiered structure to propose to
the Board based on hydraulic capacities and average usage, and not based on individual allocations. Staff
will develop a structure and bring it back to the Committee for their further consideration and input.

6. DISTRICT FEES AND CHARGES OTHER THAN WATER RATES

Mr. Farrokh Shahamiri presented the District’s annual update of miscellaneous fees. He stated
that the fees were analyzed in detail to ensure that the District remains revenue neutral. The Committee
reviewed the revisions and further discussed certain fee increases, decreases, and a couple of new fees.
These fees and charges need revision to properly account for changes from increased material costs,
updated process analysis, increased labor costs and the development of new cost studies to support certain
fees.
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Mr. Brett Hodgkiss spoke about the administrative process when adopting conservation
fees. He stated that a resolution will have to be published in the newspaper each time the District
adopts a change in conservation fees. The Committee further discussed that publishing the
resolution each time will be costly to the District and will recommend to the Board to refer back
to the previous methodologically that was in place. The Committee also recommended that the
District’s revised fee schedule be presented to the Board to call for and conduct a public hearing to adopt
the revised fees and charges.

7. CONSIDER INVESTMENT IN THE CALIFORNIA ASSET MANAGEMENT
PROGRAM

Mr. Shahamiri informed the Committee that in order to better diversify the District’s investment
portfolio in the current market conditions, staff recommends adding the California Asset Management
Program (CAMP) as an additional depository for the cash management portion of the District’s
investment portfolio. The District currently has investments on deposit with Local Investment Agency
Fund (LAIF), which is administered by the State Treasurer’s Office. The addition of CAMP can serve as
a safe and liquid investment vehicle to allow the reduction of deposits at LAIF if needed.

The Committee further discussed that CAMP is a pool of public agencies. The District
proposes to utilize CAMP as a liquid money market fund similar to LAIF and not as a bond fund
for depositing bond proceeds. CAMP does not allow money to be loaned out to any party. They
only invest funds and only use investments that are AAA-rated, and they are not associated with
the State. CAMP is a AAA-rated money market fund, which requires the average maturity to be
less than 60 days. Currently, LAIF is not rated. The Committee will prepare a resolution for the
Board’s consideration to join CAMP.

8. AGREEMENT WITH CALPERS TO PROVIDE RETIREE BENEFIT TRUST
SERVICES

Ms. Marlene Kellcher stated that staff analyzed three separate GASB eligible trusts - the
CalPERS California Employers Retiree Benefits Trust Fund, the Public Agency Retirement Services
(PARS) OPEB Trust Program and the California Asset Management Program (CAMP) OPEB Trust.
Based on the analysis, staff recommends the District set up a trust with the CalPERS Employee’s
Retirement System Retiree Benefit Trust Fund. Currently, the liability projection is based on a 5.00%
interest rate. This proposed Trust will provide an investment mechanism for the Board to prefund the
liability and allow the District to use a 7.75% interest rate.

The trust will allow the District to make regular periodic contributions to the trust fund. In the
future, the District will be able to use investment earnings to pay for retiree health benefits. The District
can pre-fund by making periodic payments into the trust fund to partially or completely fund future OPEB
obligations which will produce many benefits such as earnings from trust fund investments can be used to
reduce employer costs; employer investment rate assumptions will be higher, thus reducing annual
expenses and the unfunded liability for OPEC costs; an employer’s OPEB obligation does not become a
significant liability on the balance sheet; and a lower unfunded liability should result in a higher bond
rating.
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The Commitiee will recommend to the Board to adopt a resolution authorizing the President to
execute the Agreement and Election of Vista Irrigation District to Prefund Other Post Employment
Benefits through the California Public Employees’ Retirement System (CalPERS) California Employers
Retiree Benefits Trust Fund.

9. LOCAL WATER PRODUCTION FORECAST

As part of the District’s Strategic Planning, the Committee discussed the local water production
forecast. For review and discussion, staff provided the committee members with a graph of the District’s
historical local water production. The average annual amount of water the District has received since the
year 1960 is 6,861 acre-feet.

Staff has traditionally used a rolling average that dates back to 1960. The Board previously
requested staff to research whether using a shorter number of years would result in a more accurate
average. There was a brief discussion that the most recent 10-year average would have resulted in a more
accurate Budget for recent years, but it would be difficult to support using such a short, recent time period
to predict future local water production. Using a historical average over a longer period of time should
produce a more accurate result.

The Committee requested that staff come back with a new graph reflecting new numbers using
the 10-year roliing average.

10. ADJOURNMENT

There being no further business to come before the committee, Chair Dorey adjourned the

meeting at 4:20 p.m.

/'Paul Dorey, Chair
ATTEST:
Marian Schmidt, Assistant Secretary

Board of Directors
VISTA IRRIGATION DISTRICT
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VISTA Agenda Item: 5

IRRIGATION Meeting Date: January 28, 2009
DISTRICT Prepared By: Brett Hodgkiss
FISCAL POLICY COMMITTEE | Reviewed By: Eldon Boone

STAFF REPORT Approved By: Roy Coox

SUBJECT: WATER RATE STRUCTURE

RECOMMENDATION: Information only.

PRIOR COMMITTEE ACTION: None.

FISCAL IMPACT: None. Any alternative to the District’s uniform water rate structure would be
designed to be revenue neutral.

SUMMARY: Historically, the District has used a uniform water rate structure in billing customers for
water consumed. This means that all customer classes, with the exception of agricultural water program
participants, are charged the same commodity rate. The commodity rate is based on the marginal cost to
produce and deliver a unit of water.

In response to drought conditions, the District developed and implemented a tiered water rate structure in
the early 1990’s. The three-tiered (or inclining block rate) water rate structure was used as a tool to achieve
required water demand reductions. The tiers were tied to meeting individual account water allocations.
More specifically, meeting the allocation meant paying a tier one rate on all water used and exceeding the
allocation meant paying tier two and possibly tier three water rates for water used in excess of the
allocation. Once the drought ended, the District went back to a uniform rate structure.

Historic dry conditions and the largest court-ordered water transfer restrictions in state history have created
water supply conditions that make rationing and mandatory water use restrictions a very real possibility in the
near future. At this time, staff would like to discuss the concept of developing a new tiered rate structure to help
the District achieve conservation goals and comply with any mandatory water use restrictions.

DETAILED REPORT: Tiered water rate structures are commonly used by water agencies throughout
California. In fact, sixteen of the twenty-four San Diego County Water Authority member agencies already
have tiered water rate structures in place. Member agencies that do not have tiered structures currently in
place, like VID, are looking at developing them as a means to achieve conservation targets.

While the use of tiered water rate structures is common, their make-up is not. The number of tiers, the break
points for each tier, and the customer classes that the tiered structures apply to all vary from agency to agency.
Here are just a few examples of how tiered structures differ amongst San Diego County water agencies.

» The City of Oceanside has a two-tiered structure while the Sweetwater Authority has a six-tiered
structure.

e The upper limit for tier one in Olivenhain Municipal Water District is six units (per month); the
upper limit for tier one in Vallecitos Water District is sixteen units (per month).

¢ The City of San Diego has a tiered water rate structure only for single-family residential customers;
Rincon del Diablo Municipal Water District has tiered structures for all customer classes with the
exception of construction.




Although the characteristics of the tier structures are different, the goal remains the same, conservation. A
tiered rate structure used in tandem with a strong drought response conservation program and aggressive
public outreach campaign can help water agencies meet conservation targets.

Given current conditions and the potential for mandatory reductions in the coming year, staff would like to
have some preliminary discussions regarding tiered water rates with the Fiscal Policy Committee. Uniike
the early 1990’s, staff will be proposing to develop a tiered structure based on demographic categories and
average usage, not based on individual allocations. If the Committee agrees, in concept, with implementing
tiered water rates, staff will develop a structure and bring it to the Committee for their consideration and
1nput.
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Prepared By: Marlene Kelleher
FISCAL POLICY COMMITTEE | Reviewed By: Eldon Boone
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SUBJECT: DISTRICT FEES AND CHARGES OTHER THAN WATER RATES

RECOMMENDATION: Review the proposed revisions to the District’s fees and charges and recommend
that the Board of Directors call for a public hearing for the purpose of receiving comments on revisions to
the District’s Rules and Regulations relative to fees and charges other than water rates.

PRIOR BOARD ACTION:

2/6/08 Called for a public hearing to be held on February 20, 2008 to receive comments on revisions to
the District’s Rules and Regulations relative to fees and charges other than water rates.

2/20/08 Conducted the public hearing. There were no public comments, written or oral, presented.
Adopted Resolution No. 08-12 revising Rules and Regulations of the District relative to fees and
charges other than water rates.

FISCAL IMPACT: Adoption of the new miscellaneous fees and charges should increase revenue to the
District. In FY 2008, the District collected approximately $1,400,000 in revenues from miscellaneous fees
and charges. Staff estimates an increase in annual fee revenues of approximately $100,000. The amount of
increased revenue will be dependent upon the number and types of transactions that take place.  The
revenue produced is designed to cover costs associated with the services provided by the District.

SUMMARY: The District’s fees and charges need revision to properly account for changes in the cost of
labor, materials, and outside services. The fee summary schedule attached is a comprehensive list of fees
and charges other than water rates. The proposed changes result from increased material costs, updated
process analysis, increased labor costs and the development of new cost studies to support certain fees.

The District’s fees and charges are being presented to the Fiscal Policy Committee for review and
discussion prior to consideration by the full Board. Once the Committee decides to recommend revisions
to the District’s fee schedule, the Board will be asked to call for and conduct a public hearing to adopt the
revised fees and charges.

DETAILED REPORT: Staff has performed detailed costs studies on all fees and charges. The proposed
changes are necessary due to inflationary factors and the updated results of the very detailed analysis of the
cost make-up of each fee. The proposed fees are calculated using current labor and material costs.

The hourly rate used in the proposed fees is $97 per hour, This is a 6.6% increase from the $91 per hour
rate currently used. It should be noted that the hourly rate of $97 includes labor, supervision, fringe
benefits, the use of equipment, and overhead costs.

Water Conservation Fees were originally established by the Board July 1, 1995 and have not been updated
since that time. During this year’s fee study, a cost analysis was developed for Water Conservation Fees,
including the calculation of water citations and the installation and removal of flow restrictors. These
updated fees should better assist the District in recovering the costs related to non compliance with the
District’s Drought Response Conservation Program.

ATTACHMENTS: Fee Summary




Vista Irrigation District

FEE SUMMARY
Current Increase/ Proposed
Fee (Decrease) Fee
Construction Fees:
%" X 1" Meter Full Install $ 2420 3 119 $ 2,539
%" X 1" Meter Hook On 456 30 486
%" X 1" Service Outlet 1,964 283 2,247
1" Meter Full Install 2,484 107 2,591
1" Meter Hook On 520 18 538
1" Service Outlet 1,964 283 2,247
112" Meter Full Install 3,560 255 3,815
1% Meter Hook On 754 87 841
114" Service Qutlet 2,806 362 3,168
2" Meter Full Instail 4,207 265 4472
2" Meter Hook On 1,047 56 1,103
2" Service Outlet 3,160 403 3,563
Fire Hydrant Full Install 9,916 855 10,771
Fire Hydrant Upgrade 4347 624 4,971
4" Fire Service Connection 7,233 446 7,679
6" Fire Service Connection 7,538 508 8,046
8" Fire Service Connection 7,817 630 8,447
10" Fire Service Connection 8,919 133 9,052
Air Vent, Blow Off, and Gate Valve for Fire Service 2,379 235 2,614
Backflow Device Set-up 182 12 194
Resel Pressure Valve 152 10 162
%" X 1" Jumper Deposit 99 3 102
Refundable Amount 78 2 80
1" Jumper Deposit 143 - 143
Refundable Amount 118 - 118
1%%" Jumper Deposit 236 8 244
Refundable Amount 201 7 208
2" Jumper Deposit 3563 {25) 338
Refundable Amount 316 (23) 293
1" Construction Meter Deposit 476 13 489
Refundable Amount 119 (5) 114
1" Construction Meter Deposit With Spanner 504 12 516
Refundable Amount 142 5 137
3" Construction Meter Deposit 1,271 25 1,296
Refundable Amount 710 - 710
Unauthorized Taking of District Water 1,000 454 1,454
Relocate Construction Meter 91 6 97
Unauthorized Construction Meter Move Penalty 215 18 233
Subdivision Construction Meter Deposit 4,636 37 4,673
Refundable Amount 3,504 15 3,519
Subdivision Construction Meter Individually Billed Deposit 4,651 38 4,689
Refundable Amount 3,504 15 3,519
Service Lateral Termination 1,472 92 1,564
Temporary Offsite Meter 10,686 955 11,641
Cancellation of Meter Application 176 8 184
Lake Henshaw Construction Water Deposit - 2,293 2,293
Refundable Amount - 1,146 1,146

2009



Vista Irrigation District

FEE SUMMARY
Current Increase/ Proposed
Fee (Decrease) Fee
Engineering Fees:

Update Statement of Cost $ 114  § 16 $ 130
Hydraulic/Schematic/Statement of Cost 334 168 502
Specifications Book Cost 20 62 82
Plan Check (per Sheet) 273 &7 340
Construction Contract 547 84 631
Water Availability Letter 81 22 103
Water Availability Letter Update 35 14 49
Private Ownership Agreement 502 103 605
Grant of Right of Way (to Public) 321 92 413
Restoration of Water Rights 91 30 121
Assignment of Water Rights 91 30 121
imporied Water Entitiement N 30 121
Quitclaim of Easement 341 45 386
Quitclaim of Mineral Rights 341 45 386
Quitclaim of Right to Enter KLY 45 386
Fire Flow Analysis {Only) 91 6 97
Annexation Fee (per Acre) 5,466 169 5,635
Annexation/Administration - VID Not Conducting Agency 1,275 181 1,456
Annexation/Administration - VID Conducting Agency 1,275 181 1,456
Annexation/Administration - VID Conducting Reorganization 1,457 96 1,553
Detachment Fee (per Acre) - - -
Detachment/Administration - VID Conducting Agency 1,176 280 1,456
Detachment/Administration - VID Not Conducting Agency 1,176 280 1,456

%" Capacity Fee Current # of meters: 23,004 3,460 359 3,819
1" Capacity Fee Current # of meters: 2,593 5,766 598 6,365
15" Capacity Fee Current # of meters: 1276 11,532 1,197 12,728
2" Capacity Fee Current # of meters: 877 18,452 1,915 20,387
3" Capacity Fee Current # of meters: 8 36,904 3,830 40,734
4" Capacity Fee Current # of meters: 14 57,662 5,985 63,647
6" Capacity Fee Current # of meters: 17 115,325 11,969 127,294
8” Capacity Fee Current # of meters: 4 184,519 19,151 203,670
10" Capacity Fee Current # of meters: 1 265247 27,529 292,776
12" Capacity Fee Current # of meters: 0 495896 51,468 547,364
Service Lateral Inspection 372 73 445
RPDA Inspection 622 65 687
RPDA and Lateral inspection Without Shutdown 1,168 101 1,269
RPDA and Lateral Inspection With Shutdown 1,350 210 1,560

2009




Vista Irrigation District

FEE SUMMARY
Current Increase/ Proposed
Fee (Decrease) Fee
Customer Service Fees:
Late Payment $ 9 $ 1 $ 10
Door Hanger 39 3 42
Non-Payment Lock 106 7 113
Broken Lock 128 8 136
Pulled Meter 128 8 136
Tax Roll 55 4 59
Returned Check 29 1 30
Voluntary Lock or Unlock 46 3 49
After Hours Lock or Unlock 128 8 136
Meter Bench Test 220 14 234
Water Conservation Fees:
Second Water Citation within 12 Months $ 65 130 $ 195
Third Water Citation within 12 Months 120 231 351
Four or More Water Citations within 12 Months 250 256 506
Removalof MeterFlow Restrictor _— 55 - — 55
1" and Smaller Flow Restrictor Installation & Removal 110 117 227
1%%" and 2" Flow Restrictor Installation & Removal 110 321 431
Miscellaneous Charges:
Parts and/or Materials Overhead Factor 25 % - 25 %

2009
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DISTRICT Prepared By: Farrokh Shahamiri
FISCAL POLICY COMMITTEE | Reviewed By: Marlene Kellcher
STAFF REPORT Approved By: Eldon Boone

SUBJECT: CONSIDER INVESTMENT IN THE CALIFORNIA ASSET MANAGEMENT
PROGRAM

RECOMMENDATION: That the District begin investing in the California Asset Management Program
(CAMP). If the Committee concurs, a resolution will be prepared for the Board’s consideration.

PRIOR BOARD ACTION: None.

FISCAL IMPACT: None.

SUMMARY: In order to better diversify the District’s investment portfolio in the current market
conditions, staff recommends adding the California Asset Management Program (CAMP) as an additional
depository for the cash management portion of the District’s investment portfolio.

DETAILED REPORT: Staff actively manages the District’s investment portfolio consistent with the
guidelines established by the Board via its formally adopted investment policy. At the present time, the
District has $8 million on deposit with the Local Investment Agency Fund (LAIF), which is administered by
the State Treasurer’s Office. Even though the State Treasurer, Bill Lockyer, reports that the State of California
does not have any rights to tap into the District’s investment with LAIF, the State in the past has increased its
borrowing from LAIF funds via AB55 loans and General Fund loans. As a precaution, with the current State
fiscal crisis looming, the addition of CAMP can serve as a safe and liquid investment vehicle to allow the
reduction of deposits at LAIF if needed.

In recommending CAMP, staff researched two other investment vehicles which are allowable investments under
California Government Code 53601 and the District’s Investment Policy: San Diego County Treasurer’s Pooled
Money Fund, and CalTrust Investment Fund of California. Both of these funds presented drawbacks when
compared to CAMP,

The District intends to utilize CAMP as a liquid money market fund (similar to LAIF) and not as a bond fund
for depositing bond proceeds. Therefore, the appropriate ratings and strengths of the different investment
vehicles were analyzed.

The San Diego County Treasurer’s Pooled Money Fund is rated AAA by Standard & Poor’s as a general bond
fund, however, not as a money market fund, which CAMP is. Its other main disadvantage is its inflexibility.
The Fund would require the District to determine withdrawal dates at time of investment and requires several
days lead time before withdrawing funds.

The CalTrust Investment Fund of California has only been in existence since February 13, 2005, and its rating is
only AA by Standard & Poor’s. CalTrust is also rated as a bond fund versus a money market fund. Therefore,
unlike CAMP, it does not have a stable net asset value. CAMP which is currently $2 billion in size and has an
annualized yield of 1.47%, was established in 1989 through the formation of the California Asset
Management Trust, a Joint Powers Authority. CAMP is a AAA rated money market portfolio by Standard
& Poor’s which strives to maintain a constant net asset value. CAMP is also very flexible by having longer
cutoff times for withdrawals and deposits. Among the many CAMP clients are Olivenhain Municipal
Water District and Rincon Del Diablo Municipal Water District. The Board will need to adopt a resolution
in order to join and participate in the CAMP investment program.
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FISCAL POLICY COMMITTEE | Reviewed By: Eldon Boone
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SUBJECT: AGREEMENT WITH CALPERS TO PROVIDE RETIREE BENEFIT TRUST SERVICES

RECOMMENDATION: Review and recommend that the Board approve a resolution authorizing the
General Manager to execute the Agreement and Election of Vista Irrigation District to Prefund Other Post
Employment Benefits through the California Public Employees” Retirement System (CalPERS) California
Employers Retiree Benefits Trust Fund.

PRIOR BOARD ACTION: During the December 19, 2007 Board Meeting, information was presented to
the Board regarding Governmental Accounting Standards Board Statement (GASB) No. 45, Accounting
Standards for Other Postemployment Benefits, and the requirement for the District to implement Statement
No. 45 no later than the fiscal year ended June 30, 2009.

FISCAL IMPACT: It was projected by actuarial valuation that $457,000, using a target rate-of-return of
5.00%, is the annual fiscal commitment to fully fund the District’s Annual Required Contribution. A
5.00% target rate-of-return is the maximum earnings percentage allowable for calculation of the Annual
Required Contribution unless the funds are deposited in a GASB eligible trust. Setting up a GASB eligible
trust for deposit of the District’s Annual Required Contribution thus allows the District to utilize a target
rate-of-return of 7.75%, which thereby decreases the District’s Annual Required Contribution to $376,000.
The CalPERS California Employers Retiree Benefits Trust Fund is a GASB eligible trust.

SUMMARY: Staff is requesting that the Board adopt a resolution approving the agreement with
CalPERS to provide retiree benefit trust management and investment services. This agreement will allow
the District to comply with GASB Statement No. 45 for the accounting of Other Post Employment Benefits
(OPEB), and provides a lower risk investment mechanism for the Board to prefund the liability.
Establishing a policy and mechanism for prefunding retiree health liability is a prudent course of action in
light of concerns throughout the public sector regarding funding future retiree health obligations.

DETAILED REPORT:  Staff analyzed three separate GASB eligible trusts - the CalPERS California
Employers Retiree Benefits Trust Fund, the Public Agency Retirement Services (PARS) OPEB Trust
Program, and the California Asset Management Program (CAMP) OPEB Trust.

CalPERS is recommended for approval based on the reliability, credibility, investment diversification, low
administrative fees, stability, and influence the CalPERS investment system has as compared to PARS and
CAMP. It was noted that the investment and non-investment expenses were substantially lower under
CalPERS than with the other two agencies, based on the size of the District’s OPEB liability.

CalPERS has created a trust fund that allows public employers to pre-fund the future cost of their retiree
healthcare insurance benefits and other post-employment benefits for their employees or retirees.

The trust allows participating employers to make regular periodic contributions to the trust fund. In the
future, participating employers will be able to use investment earnings to pay for retiree health benefits,
similar to the California Public Employees’ Retirement System pension plan in which, long-term, three out
of four dollars paid for retirement benefits come from investment earnings instead of employer
contributions.




With pre-funding, employers make periodic payments into the trust fund to partially or completely fund
future OPEB obligations, which produces many benefits such as: earnings from trust fund investments can
be used to reduce employer costs; employer investment rate assumptions(known as discount rate
assumptions) will be higher, thus reducing annual expenses and the unfunded liability for OPEB costs; an
employer’s OPEB obligation does not become a significant liability on the balance sheet; and a lower
unfunded liability may result in a higher bond rating.

The CalPERS California Employers’ Retiree Benefits Trust appears to be the most appropriate investment
vehicle for the District. The California Public Employees’ Retirement System is the largest retirement
entity in the country and has demonstrated a solid record in providing trust services to public agencies in
California.

ATTACHMENT:

e Agreement and Election of Vista Irrigation District to Prefund Other Post Employment Benefits
through the California Public Employees’ Retirement System California Employers’ Retiree
Benefits Trust Fund.







