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 SEQ CHAPTER \h \r 1MINUTES OF A MEETING OF THE
FINANCE/INVESTMENT COMMITTEE
OF THE VALLECITOS WATER DISTRICT

MONDAY, AUGUST 31, 2020 AT 4:00 P.M.

VIA TELECONFERENCE
Director Martin called the meeting to order at the hour of 4:00 p.m. The meeting was held via teleconference.
Present:

Director Sannella



Director Martin



General Manager Pruim



Finance Manager Owen




Principal Financial Analyst Arthur



Administrative Secretary Johnson
ITEM(S) FOR DISCUSSION

AFFIRMATION OF AA+ BOND RATING
Finance Manager Owen provided a brief presentation on the District’s bond rating which included background information, Fitch’s press release, and key rating drivers. On August 11, 2020, Fitch issued a press release announcing their affirmation of the District’s AA+ bond rating with a stable outlook. This is a major accomplishment that will be important to maintain should the District need to issue debt in the future.
Staff will present this item at the September 16 Board meeting.
PUMP ZONE CHARGE REVENUE SHORTFALL ISSUE
Principal Financial Analyst Arthur facilitated a presentation, Pump Zone Analysis, as follows:
· Background
· Recovery History

· Reasons for the Shortfall

· Summary

· Estimate Based on Same Demand

· Proposed Alternatives

· Adjust rates for one year

· Adjust rates over a two-year period

· Make no adjustment

· Bill Effect on Pass-through Charge

· Recovery History

· Recovery History (Alternative 2)

· Rate History

Principal Financial Analyst Arthur stated that on May 17, 2017, the Board approved a three-year increase to pump zone charges with a goal of achieving 95% revenue recovery of SDG&E’s energy pass-through costs by Fiscal Year (FY) 2020/21. The pump zone charges affect approximately 3,000 customers in nine active pump zones.  At the end of FY 2019/20, the revenue recovery was 61% with a shortfall of approximately $210,000. The primary reasons for the shortfall are an approximate 25% decrease in demand over the past few years due to heavy rainfall and that approximately one third of SDG&E’s costs are fixed costs.
General discussion took place.  

Mike Hunsacker, member of the public, questioned whether electrical costs and pump zone charges continue to have serious impacts for agricultural customers, and why the District doesn’t calculate the electrical costs for the pump zone charges per kilowatt hour. General Manager Pruim explained that the District’s calculation is a blend of fixed and variable SDG&E costs.
AWARD OF FINANCIAL REPORTING ACHIEVEMENT

Finance Manager Owen stated that last year the District expanded its basic financial statements to a Comprehensive Annual Financial Report (CAFR). He discussed the three sections that make up the CAFR, introductory, financial, and statistical, the information provided in each section, and the CAFR preparation process. Staff submitted the CAFR to the Government Finance Officers Association (GFOA) in December of 2019 for the financial reporting award, and this month the GFOA awarded the Certificate of Achievement for Excellence in Financial Reporting to the District for its CAFR for the fiscal year ended June 30, 2019.
COST OF SERVICE STUDY UPDATE 

General Manager Pruim provided an update on the Cost of Service Study (COSS).  He stated the FY 2020/21 budget adopted in June assumes on the revenue aspect that a rate increase of approximately 3.5% would go into effect on February 1, 2021. The COSS does not determine the overall revenue requirements or revenue increase; it determines how to allocate revenue requirements among the District’s customer base. 
General Manager Pruim stated that several months ago the Board awarded a contract to Raftelis to perform the COSS. Staff has been meeting with Raftelis to start the process and recommends the Board hold a workshop meeting on September 9 to determine the Board’s priorities and fundamental issues to look at in the COSS. Raftelis will need two months to work on data based on the Board’s input before presenting their preliminary results to the Board in mid-November. At a November meeting the Board will be asked for their feedback and to select one of several alternatives to complete the COSS. The tentative timeline suggests that at the December 2 Board meeting, the Board will be asked to 1) consider proposed rates that are consistent with revenue requirements and the Board’s overall objectives; 2) approve the COSS; 3) approve preliminary rates for Proposition 218 noticing purposes only; and 4) set the date for a 
public hearing.  Staff recommends the public hearing be held on January 20, 2021 at a regularly scheduled Board meeting. According to the tentative timeline, the Proposition 218 notice would be mailed out to customers on December 4 which initiates the required 45-day notice period. If the Board adopts new rates on January 20, 2021, the rates will be effective on February 1, 2021 and will be reflected in the March 1, 2021 customer bills.  
General Manager Pruim further stated staff is working with Raftelis to determine if the tentative timeline is achievable. If the target date of February 1, 2021 for the rate increase is not met, the result will be a $50,000 per month loss of revenue over what was assumed in the budget process.  If rates were adopted one or two months later, the rate increase may have to be higher to achieve the same revenue requirements, or the loss of revenue would be realized and adjusted in the budget.  An alternative would be to conduct the public hearing at a Special Board meeting on January 27, 2021 which would still make the February 1 effective date possible.
General discussion took place regarding the tentative timeline for the proposed rate increase.

OTHER BUSINESS

None.
PUBLIC COMMENT

None.
ADJOURNMENT

There being no further business to discuss, the meeting was adjourned at the hour of 4:49 p.m.
