COUNTY ¢f VENTURA

Financial Planning Committee

February 6, 2024 at 3:00 pm or Soon Thereafter

County Government Center
Hall of Administration
Channel Islands Conference Room — 4t Floor

AGENDA

. Public Comment

. Minutes of the April 11, 2023 Financial Planning Committee Meeting

. County Service Area No. 29 North Coast Request for $1.5 Million Loan from
General Fund

. Waterworks District No. 16 Piru Wastewater Treatment Plant Request to Apply for
$812,889 Loan from the California Energy Commission and Approval of a
$1,354,815 Million Cash Flow Loan from Waterworks District No. 38 Lake
Sherwood

. Waterworks District No. 1 Moorpark Water Reclamation Facility Request to Apply
for a $1,028,942 Loan from the California Energy Commission

. Committee Member Comments on Any Other Items
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COUNTY ¢f VENTURA

County Executive Office
MEMORANDUM

DATE: February 6, 2024
TO: Financial Planning Committee
FROM: Bryan Friedman, County Executive Office

SUBJECT: April 11, 2023 FINANCIAL PLANNING COMMITTEE MEETING MINUTES

Attendance:

Committee Members Present:
Matt LaVere, Board of Supervisors
Kelly Long, Board of Supervisors
Sevet Johnson, Chair, Interim County Executive Office
Jeff Burgh, Auditor-Controller
Tiffany North, County Counsel
Sue Horgan, Treasurer-Tax Collector

County Staff
Kaye Mand, County Executive Office
Bryan Friedman, County Executive Office
Janet Valdivia, County Executive Office
Terry Theobald, Information Technology Systems Department
Terri Yanez, Information Technology Systems Department
Joanne McDonald, Auditor-Controller’s Office
David Melendez, Auditor-Controller’s Office

Courts Staff

Robert Sherman, Courts
Brenda McCormick, Courts

Chair Sevet Johnson called the meeting to order at 2:30 p.m. on April 11, 2023.
1. Public Comment
No Public Comments were submitted.

2. Approval of Minutes of the April 26, 2022 Financial Planning Committee Meeting

Supervisor LaVere made a motion to approve the minutes and Mr. Burgh seconded the
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motion. Ms. Horgan abstained, as she indicated that she was not present for the April 26,
2022, meeting. The motion passed.

Revolving Credit Agreement (RCA) — Financing the Courts portion of the Ventura
County Integrated Justice Information System Software (VCIJIS) 2.0 Upgrade

Mr. Theobald introduced the Ventura County Integrated Justice Information System Software
(VCIIS) 2.0 Upgrade and indicated that along with Courts this software will be utilized by
Sheriff, Probation, Public Defender, and District Attorney. Currently it appears that the Courts
has opted to update the existing system architecture, rather than seek an Off the Shelf
Software solution. Mr. Theobald stated that Courts prefers to keep the systematic functionality
they currently enjoy. Courts had indicated they did not currently have an existing funding
source for this $6.1M upgrade, so the County’s Budget and Finance Team was able to identify
the Revolving Credit Agreement as a suitable funding mechanism.

Ms. Mand noted that the Memorandum of Understanding to allow the Courts to utilize the
County’s Revolving Credit Agreement is set to go before the Board of Supervisors on April
25,

Supervisor LaVere made a motion to approve the VCIJIS RCA recommendation and Mr.
Burgh seconded the motion. There was no opposition and the motion passed.

FY 2023-24 Tax Revenue Anticipation Note (TRAN) Issuance Recommendations and
Timeline

Ms. Mand presented the request to issue tax and revenue anticipation notes in an amount not
to exceed $200M. The financing is a means of bridging the cash flow shortfall prior to receipt
of property taxes in December and to prefund the County’s retirement contribution ($162M
pre-funded for FY23). The pre-funding provides about $5M in annual savings. She indicated
that the FY23 TRANs was issued for $87M at a cost of 2.25%.

Ms. Mand indicated that based on discussions with the County’s financial advisor the FY 2023-
24 TRANSs issuance rates are expected to range between 4.5% to 5.5% for a taxable issuance
and 3.0% to 4.0% for a tax-exempt issuance. For FY 2024, Ms. Mand is expecting the TRANs
issuance to be on a taxable basis. The need to issue a taxable TRANs is due to ARPA funds
received by the County and their effect on the cash flows and their impact on reaching a point
of Safe Harbor. Supervisor LaVere inquired if ARPA funds are to be shown as available funds
even if ARPA funds were earmarked and Ms. Mand confirmed that they did.

Ms. Mand then continued to explain the remaining recommendations. The Notes are expected
to be sold on a fixed rate competitive basis, however, due to market volatility, Ms. Mand
indicated that she would like to preserve the flexibility to issue on a negotiated basis. She
stated that the estimated $250K costs of financing the TRANs include Bond Counsel,
Financial Advisor, Rating Agency, and other expenditures.

In closing, Ms. Mand noted the issuance timeline was attached to the committee packet.
Supervisor LaVere inquired if the meeting with the rating agencies would be in person or

virtual and Ms. Mand indicated that she had not received the meeting confirmation e-mail but
was expecting it to be virtual.
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Ms. Johnson asked the committee if there were any additional questions, and none were
noted.

Mr. Burgh made a motion to approve the TRANs recommendations and Supervisor LaVere
seconded the motion. There was no opposition and the motion passed.

Revolving Credit Agreement — London Interbank Offered Rate (LIBOR) to Secured
Overnight Financing Rate (SOFR) Conversion Amendment

Ms. Mand brought up the need to convert benchmarks for calculating the interest rate
associated with the Revolving Credit Agreement, due to the LIBOR standard being phased
out by June 30, 2023. Ms. Mand indicated that the SOFR index is being utilized by various
entities and this benchmark is being proposed by Wells Fargo for County use. Given the
County’s highest credit rating our interest cost basis is currently 1-month LIBOR plus a 0.32%
spread. Under the conversion the basis would be the daily SOFR plus a 0.42% spread. Our
financial advisor, KNN, has indicated this additional 10 basis point spread is consistent with
what they are seeing for other financial institutions, and it should allow for the net interest cost
to the County to be comparable to the existing agreement.

Supervisor Long inquired if Wells Fargo was in agreement with utilizing the SOFR method
and Ms. Mand confirmed.

Ms. North made a motion to approve the recommendation for the LIBOR to SOFR conversion
and Supervisor Long seconded the motion. There was no opposition and the motion passed.

Committee Member Comments on Any Other Items

Ms. Horgan mentioned that she was pleased to be a new member of the Committee and
wanted everyone to know that Property Tax collections were exceeding prior year collection
rates. Additionally, she noted that the County’s portfolio was earning approximately 3.5% in
interest currently but many of the instruments being purchased recently were yielding a much
higher amount.

Ms. Johnson asked the committee if there were any additional questions, and none were
noted. The meeting was adjourned at 2:45 p.m.



ITEM 3

County of Ventura
County Executive Office

MEMORANDUM
DATE: February 6, 2024
TO: Financial Planning Committee
FROM: Kaye Mand, County Chief Financial Officer

SUBJECT: County Service Area #29 (CSA) North Coast Request for $1.5 Million
Loan from General Fund

Recommendation:
Approval of $1.5 million Cash Flow Loan from the General Fund to CSA #29 for a term of
15 years with interest to accrue at the Treasury Pool rate.

Background:
Please see attached memo for background and detail for this request provided by the
Public Works Agency (PWA).

Discussion Summary:

CSA #29 provides sewer service to the communities of Solimar Beach, Faria Beach,
Seacliff and Mussel Shoals. The sewer collection system is over 40 years old and requires
significant modernization. Over the last few years, emergency repairs and increased
maintenance costs have resulted in depletion of cash.

The requested loan will fund the following items:

e Repayment of short-term loans from CSA #30 and #34 totaling $650,000. The
timing of revenues from sewer service charges to customers collected through
property tax bills and increasing operations and maintenance costs required
borrowing from the two CSAs. These loan amounts must be repaid by June 30,
2024.

e Reimbursement to Caltrans of $390,000 for relocation of a sewer pipeline project
expected to be completed at the end of FY 2024.

e $350,000 to fund a study for design costs of a sewer system modernization project.
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Date: February 6, 2024

To: Financial Planning Committee
From: Joseph Pope, Director, Water and Sanitation

Via: Jeff Pratt, Agency Director

Subject: County Service Area No. 29 (North Coast) Sewer System Request for Multi-
Year Loan from the General Fund

Background

Public Works Agency Water and Sanitation (PWA-WS) is responsible for the
administration, operation, and maintenance of the North Coast sewer collection system
through County Service Area No. 29 (CSA 29). CSA 29 serves the communities of
Solimar Beach, Faria Beach, Seacliff and Mussel Shoals. The North Coast sewer system
is a Septic Tank Effluent Pump system (STEP) which serves over 300 customers. CSA
29 pumps the sewage to the City of Ventura sewer system for wastewater treatment and
disposal. Under a contract, the system was operated and maintained by the Ventura
Regional Sanitation District (VRSD) for 39 years. On May 11, 2021 the Board of
Supervisors approved the cancellation of the VRSD contract and approved the transfer
of the operations and maintenance responsibility to PWA-WS, effective July 1, 2021.

The CSA 29 collection system is over 40 years old and requires significant modernization
to improve system reliability and reduce odor issues. Since taking over the system
operations and maintenance in 2021, PWA-WS has made several minor improvements
to increase system reliability and maintain compliance with the City of Ventura discharge
permit. The system is expensive to operate and even after multiple years of rate
increases, CSA 29 remains financially constrained from pursuing any major system
improvements.

Discussion

Over the past three fiscal years, increased system maintenance costs, unplanned
emergency repairs and sewer spill responses have resulted in a depletion of cash
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reserves. The sewer service charges for CSA 29 are collected via the County Property
Tax bill as a separate charge for residential and commercial customers. The receipt of
revenue from the tax rolls occurs in January and May of each year, creating asymmetry
in the timing of cash flows into CSA 29 for funding operations and maintenance
expenditures. The timing of the receipt of revenue combined with the increased system
costs required short-term borrowing of reserve funds from County Service Areas No. 30
and No. 34 (CSA 30 & CSA 34). CSA 29 borrowed $750,000 from CSA 34 in November
2019 and $200,000 in June 2023. CSA 29 re-paid $450,000 to CSA 34 in January 2020
and will repay $200,000 from sewer service charges received from the January 2024 bi-
annual tax roll receipts, leaving an outstanding loan balance of $300,000. CSA 29
borrowed $350,000 from CSA 30 in October 2022 and has not made any re-payments.
The Board continued the loans from CSA 30 and CSA 34 until FY 2023-2024. These
loans will need to be re-paid by June 30, 2024. To prevent future short-term cash flow
borrowing, staff recommend increasing the minimum cash balance reserves to 50% of
annual operating expenditures.

Additional financial strain will be put on CSA 29 due to the requirement to reimburse
Caltrans for the relocation of a sewer line as part of a planned replacement of the Willow
Creek Bridge on the Old Pacific Coast Highway. The estimated cost for this project is
$390,000 and is expected to be completed by the end of FY 2025.

To put CSA 29 on a path towards sustainable fiscal and operational management, staff
recommends a comprehensive engineering study be completed to determine the scope
of work required for a full system modernization. Staff propose to fund a preliminary study
and engineering design over the course of the next three fiscal years. The estimated cost
of the study and design is $350,000. Upon completion of the design, staff will then be able
to pursue project financing through loans and grants. Although, subject to change based
on the final design concept, for planning purposes staff currently estimate the
modernization project to cost $10 million, to be phased across fiscal years 2027 through
2029. Upon completion of the modernization project, staff expects to see a 30% reduction
in labor costs and 25% reduction in system maintenance and repair costs.

Financial Analysis

Each year a rate analysis is performed to establish the appropriate sewer charges to fund
operations, maintenance, capital expenditures, and debt service. The most recent rate
analysis performed included all known financial obligations, an increase in the cash
reserve requirement to 50% of annual operating expenditures, and revenue from a $1.5
million loan with a 15-year pay-back at 4% interest. To meet the future fiscal obligations,
a 10% rate increase in the sewer service charges was approved by the Board June 20,
2023 for Fiscal Year 2023-24. Future year rate increases of approximately 8% per year
through FY 2028 will be required. Staff estimates the service charges to stabilize on par

Hall of Administration L #1600
800 S. Victoria Avenue, Ventura, CA 93009 e (805) 654-2018 ¢ FAX (805) 654-3952 ¢ www.VCPublicWorks.org

_7-



Page 3 of 3

with inflation once the system modernization project is complete in FY 2029. Exhibit 1
shows the projected cash balances of CSA 29 under the above scenario will meet the
reserve cash targets through FY 2035.

Public Engagement

In March 2023, at a series of three meetings coordinated by Supervisor LaVere’s office,
staff presented a long-term financial plan for CSA 29 to the Homeowners Associations of
Solimar, Faria Beach, Seacliff, and Mussel Shoals. During the meetings staff explained
the history of the sewer system, the ongoing operational and maintenance challenges,
and a preliminary plan to modernize the sewer system to bring long-term financial stability
to CSA 29.

Request:

CSA 29 is seeking to borrow from the County’s General Fund for three purposes: re-pay
$650,000 borrowed from CSA 30 and CSA 34; fund $390,000 Caltrans pipeline
replacement project; and fund $350,000 for the study and design of a sewer system
modernization project. Since the Caltrans project costs and the design study costs are
subject to change, staff recommend approval of a loan up to $1.5 million with a term of
15 years to be paid back with interest accruing at the Treasury Pool rate.

The fiscal analysis in Exhibit 1 shows that with the planned rate increases, CSA 29 will
be able to afford the debt service on the proposed General Fund loan. Although rate
increases are subject to Proposition 218 protest provisions, the completed public
outreach efforts indicate that the community is supportive of the proposed plan and a
successful protest of proposed future rate increases is unlikely.

}‘5,@@

Joseph C. Pope, PE
Director
Water and Sanitation

Attachments:
Exhibit 1 CSA 29 Financial Analysis Spreadsheet
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EXHIBIT 1

'CURCURRENT PERIOD ACTIVITIES TO APO6 FY24 ENDING 12/31/2024 ] CSA29 North Coast Cash Reserves Forecast —
CSA 29-NORTH COAST OPERATIONS AND MAINTENANCE - Cash Reserve Analysis . e s
: 1,318,263 t
i sso1517 $916.963 $958,948 $991,743 sasen
1. Determined that minimum reserves need to be increased to 50% of iland J Tax Roll Revenues. $549,358 "
2.$1.5M General Fund Loan to be paid back over 15 years. Draw loan by end of FY2023/2024 and pay back P& FY2025 through 2039, s —
3. Pay off I0Us to CSA 30 and 34 by June 30, 2024. Projected Yr-End Estimates Estimates Estimates Estimates Estimates Estimates Estimates Estimates Estimates Estimates. Estimates
4.Fund ign study FY2024-2025 2F¥s) with general fund loan. (will be taken from the proposed $1.5M General Fund loan) e
5. Plan to fund major Capital Replacement project at estimated $10M using 30-year SRF loan beginning FY27 and project completed by FY29 e Cash Reserve Balance Sa08.074 $406,610 S549,358 seo1517 5916963 sos8.008 sseL1 so91.743 SL3e7e $1318263 siste3s2 s1738818 s1986552
6. Plan includes 10% rate increases approved by BOS 6/20/2023. 8% increases required over next 5 Fiscal Years then normalizes to 3.5% rate increases in the out-years e i s Soeas T San S Siime Sioe St e e o) Sl
7. Post:Ci Project (FY29 and beyond) willresult in labor expenses and 25% reduction in System Maintenance expenses ( rough estimates and may change)
Increases
FISCAL YEAR 2023-24 10.0% 8.0% 8.0% 80% 8.0% 35% 35% 35% 35% 35% 35% 35% %inc
INCOME STATEMENT AND CASH FLOW PROJECTION $2305 $290 52689 $2904 $3136 53246 $3360 53477 $3599 $3725 53855 $399.0 g
Fis w19 20 Gz 22 w23 Y24 Y24 F2a P25 726 27 23 29 Y30 Y31 32 Y33 734 Y35 Y36
Actual Actual Actual Actual Actual Actual Actual (APOG) | _Projected Yr-End Estimates Estimates Estimates Estimates Estimates Estimates Estimates Estimates Estimates Estimates Estimates Estimates st
‘OPERATING INCOME:
Revenue 1 SEWERSERVICE CHGS (Note 2&3) 65838523 | 70443625 | 77420244 | 85174674 | 100452394 | 105216124  1,13594228| 69531209 1,170,308.54 1,162,067.69 1,255,016.52 1,355,401.04 1,463,816.32 1,580,904.83 1,636,229.15 1693,489.82 1,752,754.61 1814,093.67 1877,579.60 1,943,287.54 2,011,295.25
Revenue 2 PENALTIES & COST DELTAX 372890 22060 97983 131844 102391 233047 190000 000 190000 000 000 000 000 000 000 000 000 000 000 000 000
Revenue 3 STANDBY CHGS 0.00 0.00 0.00 0.00 0.00 0.00 25680 0.00 21000 21000 21000 21000 21000 21000 21000 21000 21000 21000 21000 21000 21000
Revenue 4 INTERESTEARNINGS 569562 7,654.70 13,748.35 2,706.83 135066 13,008.30 1,558.32 138347 156000 6,993.81 9,448.41 12,7963 15,770.87 16,492.97 14,819.00 17,057.01 19,670.14 267282 26,079.76 29,905.96 34,166.74
Revenue 6 PLANNING/ENG SVCS 4380774 3,15983 774313 13,397.92 19,507.27 910277 15,000.00 5,687.17 15,000.00 15,000.00 15,000.00 15,000.00 15,000.00 15,000.00 15,000.00 15,000.00 15,000.00 15,000.00 15,000.00 15,000.00 15,000.00
Revenue 7 SEWERCONNECTION FEE 3,40000 000 000 3,400.00 000 000 150000 000 150000 000 000 000 000 000 000 000 000 000 000 000 000
Revenue & PERMITFEES (1,385.00) 16000 180.00 290,00 0.00 4,480.00 3,000.00 3,279.00 3,000.00 3,00000 3,000.00 3,00000 3,000.00 3,00000 3,00000 3,00000 3,00000 3,00000 3,00000 3,00000 3,00000
Revenue 9 LINEEXTFEE 000 000 000 000 000 000 000 000 000 000 000 000 000 000 000 000 000 000 000 000 000
Revenue | 10 OTHERREVENUE 92000 92000 000 2,760.00 000 000 20000 000 20000 20000 20000 20000 20000 20000 20000 200.00 200.00 200.00 200.00 200.00 200.00
Revenue 11 TOTALOPERATING INCOME 71455249 | 71655138 | 79689375 | 87561993 | 1,026405.78 | 1,081,08678 | 1,159,357.40 | 70566173 1,193,678.54 1,187,471.70 1,282,874.93 1,386,590.67 1,497,997.19 1,615,807.80 1,669,458.15 1,728,956.83 1,790,834.75 1,855,176.49 1,922,069.35 1,991,603.50 2,063,871.98
OPERATING EXPENSES:
Expense 12 MISC. O&M EXPENDITURES 734113 9,582.08 890872 21,919.77 15,308.25 142,303.33 39,144.00 30313.09 109,172.25 112,447.42 11582084 119,205.47 12287433 126,560.56 13035738 134,268.10 138296.14 142,445.02 146,718.37 15111993 15565352 3%
Expense 13 SYSTEM MAINT. & SUPPLIES 10822 154864 121563 70219| 2846661 | 27639044 186,80000 | 125,945.45 273,437.59 187,109.47 196,464.94 206,288.19 216,602.60 22743273 238,804.37 188,058.44 19746136 207,334.43 21770115 228,586.21 24001552 5%
Eense 14 Maintenance Contract -(VRSD) 51298291 60014557 | 64850145 | 59668046 62,363.07 7317131 20,000.00 31,564.09 36,564.00 20,600.00 21,218.00 2185454 251018 23,185.48 2388105 24,507.48 2533540 26,095.46 2687833 27,684.68 2851522 3%
15 SEWERDIS. CHG. (City of Vta) (Note 1) 12990000|  143,07230| 18932000 | 14759679 | 12513330 14504308 00|  (222241) 167,299.68 175,664.66 184,447.90 193,670.29 203,353.81 21352150 22419757 235,407.45 247,177.82 259,536.71 27251355 286,139.23 300,446.19 5%
16 SSMP PREPARATION/GIS MAPPING 26,400.00 000 000 000 73974 000 5,000.00 8,853.00 000 000 000 000 000 000 000 000 000 000 000 000 000
17 PWLABOR CHARGES 52,553.21 36,540.95 47,080.00 9186863 |  51316852| 39356935 |  482,00000| 19388604 409,704.06 421,995.18 434,655.03 447,694.69 461,125.53 474959.29 489,208.07 352,719.02 363,300.59 374,199.61 385,425.59 396,988.36 408,898.01 3%
Expense 18 MGMT & ADSERV. 27,10000 27,900.00 24,100.00 29,000.00 35,800.00 46,200.00 58,200.00 29,100.00 58,200.00 59,946.00 61,744.38 63,506.71 65,504.61 67,469.75 69,493.84 71,5786 73,726.02 75,937.80 78,215.93 80,562.41 82,979.28 |3%
Expense 19 INDIRECT COST RECOVERY 4,554.00 5,576.00 5,300.00 5,663.00 5,571.00 4,062.00 7,728.00 3,864.00 7,728.00 7,728.00 7,728.00 7,728.00 7,728.00 7,728.00 7,728.00 7,728.00 7,728.00 7,728.00 7,728.00 7,728.00 7,728.00
Expense 20 POWERCOSTS 1834231 18,634.59 19,872.70 21,197.17 25359.91 30,255.38 29,000.00 999311 3791618 39,053.67 40,225.28 41,432.03 42,674.99 43,955.24 45,273.90 46,632.12 48,031.08 49,47201 50,956.18 52,484.86 54,059.41 3%
Expense 21 ATTORNEY SERVICES 36575 763.00 220125 7,199.50 9,075.00 2,964.00 3,000.00 51800 3,000.00 3,00000 3,000.00 3,00000 3,000.00 3,00000 3,000.00 3,00000 3,000.00 3,00000 3,000.00 3,00000 3,000.00
20 COLLECTIONS & BILLINGS 153173 165895 187027 202249 2397.13 000 2,900.00 000 2,900.00 2,30000 2,900.00 2,30000 2,900.00 2,30000 2,900.00 2,30000 2,900.00 2,90000 2,900.00 2,90000 2,900.00
2
21 TOTALOPERATING EXPENDITURE 781,175.26 | 84542208 | 94866446 |  923,850.00 | 1,079,08253 | 1,11595889 | _ 834,672.00| 41181437 1,105,921.85 1,030,444.40 1,068,204.37 1,107,459.92 1,148,274.08 1,190,712.55 1,234,804.18 1,066,889.26 1,106,956.42 1,148,649.05 1,192,037.11 1,237,193.67 1,284,195.15
23 NETOPERATING INCOME (66,622.77)| _ (128,870.70) (151,77071)] (48,2300 (34,872.11)] 32068540 | 293,847.36 87,756.69 157,027.30 214,670.56 279,130.75 349,723.14 425,095.24 434,613.97 662,067.57 683,878.34 706,527.44 730,032.25 754,409.82 779,676.83
Estimated O&M Cost for 6mos 46870516 507,253.25 | 56919868 55431000  647,449.52  669,575.33 500,803.20 | 247,088.62 663,553.11 618,266.64 640,922.62 664,475.95 688,964.43 714,427.53 740,906.51 640,133.56 660,173.85 685,189.03 715,222.26 742,316.20 770517.09
NON-OPERATING INCOME:
20 Insurance Proceeds 0.00 ‘ 0.00 0.00 ‘ 0.00 | 0.00 ‘ 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
21
22 Total Non-Operating Expense 0.00 0.00 0.0 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 X X 0.00 0.00]
NET INCOME (LOSS) (128870.70)__(151,770.71)] __ (48,230.07) (34872.11)] 32068540 | 293,847.36 87,756.69 157,027.30 214,670.56 279,130.75 349,723.14 425,095.24 434,613.97 662,067.57 683,878.34 706,527.44 730,032.25 754,409.82 779,676.83 |
(128.87)
V1 G 20 Gz 22 w23 w2a G2 726 w28 730 G w32 GED 36
Actual Actual Actual Actual Actual Actual ADPT Actual (APOG) | _Projected Yr-End Estimates Estimates Estimates Estimates Estimates Estimates Estimates Estimates Estimates Estimates Estimates Estimates
PROJECTED CASH FLOW:
A Line 22 from Schedule 1 Net Income (Loss) (66,62277)  (12887070)  (151,77071)|  (4823007)|  (52676.75)|  (34872.11) 32468540 |  293,847.36 87,756.69 157,02730 21467056 279,13075 34972314 425,005.24 434613.97 662,067.57 68387834 706,527.44 730,032.25 754,400.82 779,676.83
Add
8 Items in Operations not Requiring Cash
1 Depreciation (Line 16, Schedule 1) 000 000 000 000 000 000 0.00 000 000 000 0.00 000 000 000 000 000 000 000 000 000 0.00
2 Others: Bad Debt Expense
C_ Cash Provided from:
Revenue 1 Loan Proceeds 0.00 000 0.00 000 0.00 000 | 4,375,000.00 000 0.00 000 333333333 333333333 3,333,33333 000 0.00 000 0.00 000 000
2 Proceeds from IOU (CSA34/ CSA30) 000| 20000000 | 75000000 000 350,000.00 000|  200,000.00 200,000.00 0.00 X 0.00 0.0 0.00 000 0.00 000 0.00 000 0.00
3 General Fund Loan | 000 0.00 650,000.00 440,000.00 150,000.00 150,000.00 0.00 000 0.00 000 0.00 000 0.00 000 0.00
4 Temporary Loan- FD#4150 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.0 0.00 0.0 0.00 0.00 0.00 000 0.00 000 0.00 000 0.00
Increase (Decrease) in Accounts Payable,
Accruals, and Other Current Liabilites 44,627.78 39,249.01 (46,62237) 12041069 | (15937160 11888559 |  (176,18369)|  (176,183.69) (176,183.69) 0.00 0.00 57,29810 0.00 0.00 0.00 000 0.00 000 0.00 000 0.00
Receivable, Inventories, and Other
6 Current Assets (Exclude Cash) (639.15) (536.66) (3,016.99) 546315 (3.172.33) (9,182.96) 1008256 8,008.27 8,008.27 000 0.00 1174.69 0.00 0.00 0.00 000 0.00 000 0.00 000 0.00
7 Others
8 CAFR Adjustments © ) 000
D Totalall A, 8, and C ltems i 6) 10984165 | 54858993 7764377 | (21522068)] 42483052 | 453358427 | 32567104 769,581.27 597,027.30 364,670.56 487,603.54 3,683,056.48 3,758,42857 3,767,947.30 662,067.57 683,878.34 706,527.44 730,032.25 754,409.82 779,676.83
€ Less: Cash Expended for:
All Construction, Equipment and New
Expense 1 Capital items 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 000 0.00 000 0.00 0.00 0.00
Expense 2 Acquisition of Land 0.00 o 0.00 0.00 o 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Expense 3 IMPROV - MAINT. 0.00 34934 1,080.78 966.00 94,973.45 78,708.11 20,000.00 0.00 23,1097
4 SEWER LINE PRI 390,000.00
Expense 5 GEN.SYST. IMPROV. 0.00 0.00 0.00 0.00 000 4,375,000.00 0.00 0.00 50,000.00 150,000.00 150,000.00 333333333 333333333 333333333 0.00 0.00 0.00 0.00 000 0.00
6 CSA3410U Payment 000 | 20000000  450,000.00 0.00 0.00 0.00 0.00 500,000.00
7 CSA3010U Payment 0.00 350,000.00
Expense 8 GF Loan Repayment 0.00 0.00 0.00 0.00 0.00 000 0.00 0.00 58,461.72 5846172 71,952.88 85,444.05 85,444.05 85,444.05 85,444.05 85,444.05 85,444.05 85,404.05 85,044.05 85,444.05 85,044.05
9 X X X X 148,833.07 297,666.15 446,499.22 446,499.22 446,499.22 446,499.22 446,499.22 446,499.22 446,499.22
10 Total E 1 through 5 0.00 200,349.34 451,080.78 966.00 94,973.45 78,708.11 4,395,000.00 0.00 931,572.69 498,461.72 221,952.88 235,444.05 3,567,610.45 3,716,443.53 3,865,276.60 531,943.27 531,943.27 531,943.27 531,943.27 531,943.27 531,943.27 |
FAdd: Beginning Cash Balance 47177643 | 35045837 | 25995068 | 35745083 | 43413760 |  123,943.47|  470,065.88 |  470,065.38 470,065.88 308,074.47 406,640.05 549,357.73 80151723 916963.25 95894830 861,619.00 991,743.30 1,143,678.37 131826254 151635152 1,738,818.08
G_Ending Cash Bal 35045837 | 25995068 |  357,450.83| 43413760 |  123,94347| 47006588 |  60865015|$ 795738 308,074 406,640 549358 | § 801517 | $ 916,963 | $ 958,948 | 861,619 | $ 991,743 | $ 1,143,678 | $ 1318263 | $ 1516352 | $ 1,738,818 | § 1,986,552
" FilsiRates Sovar 6 vA

Cash Fiow Anatyss



ITEM 4

County of Ventura
County Executive Office

MEMORANDUM
DATE: February 6, 2024
TO: Financial Planning Committee
FROM: Kaye Mand, County Chief Financial Officer

SUBJECT: Waterworks District No. 16 Piru Wastewater Treatment Plant Request
to Apply for $812,889 Loan from the California Energy Commission
(CEC) and Approval of a $1,354,815 Million Cash Flow Loan from
Waterworks District No. 38 Lake Sherwood

Recommendations:
1. Approval to Apply for a loan in the amount of $812,889 from CEC at 1% interest
for a term of 17 years
2. Approval of a $1,354,815 Cash Flow Loan from Waterworks District No. 38 Lake
Sherwood

Background:
Please see attached memo for background and detail for this request provided by the
Public Works Agency (PWA).

Discussion Summary:

Waterworks District 16 provides sewer collection, treatment and disposal services to the
community of Piru. In 2023, the District completed a Treatment Plant that uses advanced
processes to meet State permit requirements. The new processes increased energy
consumption. To offset the resulting increased costs, installation of a renewable Solar
Photovoltaic (PV) Energy System is recommended, at a cost of $1.35M. Funding for the
project will be through the CEC loan and a direct tax credit payment of $541,926
authorized by the Inflation Reduction Act (IRA). Current analysis shows the project would
reduce costs by $3.1M over 30 years.

The CEC loan of $812,889 is at an interest rate of 1% with a term of 17 years. The
$1,354,815 cash flow loan from Waterworks District 38 will be paid back as
disbursements of loan proceeds are received from CEC (30-45 days after submission of
invoices) along with interest calculated at the Treasury Pool rate. The IRA tax credit
payment is to be received approximately four months after project completion.

-10 -



ITEM 4

PUBLIC Jef prat
oz COUNTY of VENTURA 0
w 0 R Ks David Fleisch

Assistant Director

Central Services Engineering Services Roads & Transportation  Water & Sanitation Watershed Protection
Joan Araujo, Director James O’Tousa, Director Anitha Balan, Director Joseph Pope, Director  Vacant

Date: February 6, 2024

To: Financial Planning Committee
From: Joseph Pope, Director, Water and Sanitation

Via: Jeff Pratt, Agency Director

Subject: Waterworks District No. 16 Request to Apply for a Loan and California
Energy Commission Loan for Installation of Solar Energy System at the Piru
Wastewater Treatment Plant and Approval of a Construction Cash Flow
Loan from Waterworks District No. 38

Backqground

Public Works Agency Water and Sanitation (PWA-WS) is responsible for the operation
and maintenance of the Waterworks District No. 16 (District) Piru Wastewater Treatment
Plan (PWTP). In 2023, the District completed construction of the Piru Tertiary Treatment
facility, which uses advanced treatment processes to reduce the total dissolved solids
and chlorides in order to meet State permit requirements. With the addition of the new
treatment process comes an increase in energy consumption. To help offset the
increased energy consumption of the expanded PWTP, staff recommends the installation
of a renewable Solar Photovoltaic (PV) Energy System, financed using a low-interest loan
through the California Energy Commission’s (CEC) Energy Conservation Assistance Act
(ECAA) Loan. In 2022, the District installed a Tesla Battery Energy Storage System
(BESS) using a grant from the California Public Utility Commission (CPUC) Self-
Generation Incentive Program (SGIP). In addition to generating renewable solar energy,
the proposed PV system will integrate seamlessly with the Tesla BESS, allowing the
PWTP to leverage the lowest cost of electricity through off-peak time-of-use pricing.

Discussion

The proposed project will be built through an Energy Services Agreement with Enovity
Inc., a Veolia North America Company (Enovity). Enovity estimates it will cost $1,354,815
to design and construct a 262.7 kilowatt (kW) PV system. The size of the system is limited
by the land available at the PWTP but is of a sufficient size to provide significant savings
through avoided electricity costs of approximately $3.1 million over 30 years as shown in

Hall of Administration L #1600
800 S. Victoria Avenue, Ventura, CA 93009 e (805) 654-2018 « FAX (805) 654-3952 ¢ www.VCPublicWorks.org
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Exhibit 1. This will ultimately help mitigate sewer cost increases for Piru residents due to
future electricity rate increases.

Enovity estimates that project Engineering, Procurement and Construction will take
approximately one year, with emphasis on expediting the procurement of long lead time
electrical distribution equipment. Enovity is proposing to finance the project using the CEC
ECAA 1% interest loan and the tax credit authorized by the Inflation Reduction Act (IRA)
of 2022. The 2022 IRA contains a "direct pay" provision that enables certain tax-exempt
customers, including state and local governments, to receive a direct cash payment in
lieu of an investment tax credit. Entities that qualify for direct pay are eligible to receive a
30% direct payment, assuming they meet the IRA established prevailing wage, and
apprenticeship requirements. Low-income communities, such as Piru, are also eligible for
a bonus tax credit of up to 10%. Based on the project cost, the IRA tax credit direct
payment of 40% total would be $541,926 and the CEC ECAA Loan would be $812,889.

Pending approval of the CEC ECAA loan, construction is expected to start by October
2024 and be completed by March 2025. The CEC ECAA loan installments are received
based on progress of the construction and can take 30 to 45 days to receive after
submission of invoices for completed work. The IRA tax credit is paid approximately four
(4) months after completion of the project. Therefore, a Cash Flow loan from Waterworks
District (WWD) No. 38 (Lake Sherwood) of $1,354,815 covering the full project cost is
required to fund construction and offset delays in reimbursement from the CEC ECAA
loan and tax credit payment. WWD No. 38 has a cash reserve balance of $7.8 million and
has no major capital improvement projects planned over the next five years. Based on
timing of the receipt of the IRA tax credit, full re-payment of the WWD No. 38 cash flow
loan, with interest paid at the Treasury Pool rate, will be made by July 2025.

Financial Analysis

The District currently has two outstanding loans: a State Revolving Fund (SRF) loan with
a $3.4 million balance and a General Fund (GF) loan with a $1.2 million balance. The
original Piru Wastewater Treatment Plant, constructed in 1974, was replaced in February
2010. Replacement was required because the Los Angeles Regional Water Quality
Control Board issued a Waste Discharge Requirement on January 29, 2004, mandating
that the District upgrade and expand its wastewater treatment plant to meet the new
effluent levels of treatment. The SRF loan was used to finance a portion of the costs to
re-build the PWTP. The SRF loan is a 30-year loan and will be re-paid in full by 2041. On
August 1, 2017 the County Board of Supervisors approved a $2.0 million loan to the
District to enable it to meet its operating costs and debt service payments as a result of
the downturn in the economy and resulting slowdown in planned housing developments.
As part of a deferred re-payment plan approved by the Board, the GF loan will be paid in
full by 2027.

Hall of Administration L #1600
800 S. Victoria Avenue, Ventura, CA 93009 e (805) 654-2018 « FAX (805) 654-3952 ¢ www.VCPublicWorks.org
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Each year a rate analysis is performed to establish the appropriate sewer charges to fund
operations, maintenance, capital expenditures, and debt service. An update to the annual
rate analysis was performed to show the fiscal impact of the proposed project, including
debt service payments and electricity savings. Exhibit 2 is the cash reserves projection
from this analysis across the 17-year CEC ECAA loan re-payment period. Assuming
average inflationary conditions and 5% per year rate increases until 2029 and 2%
increases thereafter, the District will have a decrease in its cash reserve below target
levels from 2026 to 2029 due to the large GF loan repayments in fiscal years 2024 through
2027. From 2030 and beyond the District increases its cash reserves above target levels
through the remainder of the 17-year CEC ECAA loan payback period. The updated
analysis shows that the project will reduce the overall operating costs of the District by
$3.1 million over the next 30 years and therefore will not cause an increase in sewer rates
above assumed average inflationary conditions.

For municipal utilities, rating agencies such as Moody’s, use annual debt service
coverage as a means for assessing the financial health of the utility. Annual debt service
coverage is defined as the annual net revenue divided by the annual principal and interest
payments of all debt. Moody’s assigns a AAA rating for utilities that have an annual debt
service coverage greater than two (2) times net revenues and a AA rating for utilities with
debt service coverage less than two (2) times but greater than 1.7 times net revenues
(Source: https://ratings.moodys.com/api/rmc-documents/386721). Exhibit 3 shows the
District’s debt coverage ratio from 2024 through 2041. Once the GF loan is re-paid at the
end of 2027, the debt coverage ratio climbs to 1.79 in 2028 and from 2029 through 2041
it remains above two (2).

Hall of Administration L #1600
800 S. Victoria Avenue, Ventura, CA 93009 e (805) 654-2018 « FAX (805) 654-3952 ¢ www.VCPublicWorks.org
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Request:

The District staff is requesting approval from the Financial Planning Committee to seek
approval from the Board of the Waterworks District to apply for a $812,889 CEC ECAA
loan at 1% interest rate and a term of 17 years. The District staff is also requesting
approval of a $1,354,815 Cash flow loan from WWD No. 38 (Lake Sherwood) to help
offset delays in reimbursement from the CEC ECAA loan and IRA tax credit payment.
The cash flow loan would be paid back as disbursements from the CEC loan are received
and paid in full upon receipt of the IRA tax credit payment, or by July 2025, approximately
four (4) months after project completion. The cash flow loan would accrue interest at the
Treasury Pool rate.

;5,@%

Joseph C. Pope, PE
Director
Water and Sanitation

Attachments:

Exhibit 1 Energy Cost Comparison
Exhibit 2 Cash Reserve Analysis Chart
Exhibit 3 Annual Debt Coverage Ratio Chart

Hall of Administration L #1600
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Exhibit 1

Energy Cost Comparison

Payment Options CEC Loan
Total PV System Cost $1,354,815
Customer Contingency $64,515
Total Loan Payments $955,475
Electric Bill Savings - Term $3,110,158
Total Incentives $541,926

Combined Solar PV Rating
Power Rating: 262,700 W-DC
Power Rating: 228,828 W-AC-CEC

Cumulative Energy Costs By Payment Option

$4,000,000

$3,000,000

$2,000,000

$1,000,000

Cumulative Energy Costs

$0 \/
-$1,000,000
Year O Year 4 Year 8 Year 12 Year 16 Year 20 Year 24 Year 28

- Avoided Utility Cost . CEC Loan
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EXHIBIT 2 — Cash Reserves Analysis Chart

WW#16 Piru Cash Reserve Forecast
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EXHIBIT 3 — Annual Debt Service Coverage Ratio Chart

WWH#16 Annual Debt Service Coverage Ratio
Target is 2 or higher
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ITEM 5

County of Ventura
County Executive Office

MEMORANDUM
DATE: February 6, 2024
TO: Financial Planning Committee
FROM: Kaye Mand, County Chief Financial Officer

SUBJECT: Waterworks District No. 1 Moorpark Water Reclamation Facility
(MWRF) Request to Apply for $1,028,942 Loan from the California
Energy Commission (CEC)

Recommendation:
Approval to Apply for a loan in the amount of $1,028,942 from CEC at 1% interest for a
term of 17 years

Background:
Please see attached memo for background and detail for this request provided by the
Public Works Agency (PWA).

Discussion Summary:

Waterworks District 1 MWRF treats approximately 1.9 million gallons per day of
wastewater from the city of Moorpark. Currently, a 1 megawatt (MW) Photovoltaic (PV)
Energy System at the facility produces about 50% of electricity used. To reduce operating
costs and increase onsite renewable energy production, it is recommended that another
411 kilowatt PV system be installed at a cost of $1.47M. Funding for the project will be
through the CEC loan of $1,028,942 and a direct tax credit payment of $440,975
authorized by the Inflation Reduction Act (IRA). The project would reduce costs by $3.6M
over 30 years and help mitigate increased sewer costs resulting from future electricity
rate increases for Moorpark residents.

The CEC loan of $1,028,942 is at an interest rate of 1% with a term of 17 years. The IRA
tax credit payment is to be received approximately four months after project completion.

-18 -
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w 0 R Ks David Fleisch

Assistant Director

Central Services Engineering Services Roads & Transportation  Water & Sanitation Watershed Protection
Joan Araujo, Director James O’Tousa, Director Anitha Balan, Director Joseph Pope, Director  Vacant

Date: February 6, 2024

To: Financial Planning Committee
From: Joseph Pope, Director, Water and Sanitation

Via: Jeff Pratt, Agency Director

Subject: Waterworks District No. 1 Request to Apply for Energy Conservation
Assistance Act Loan for Installation of Solar Energy System at the Moorpark
Water Reclamation Facility

Backqground

Public Works Agency Water and Sanitation (PWA-WS) is responsible for the operations
and maintenance of the Waterworks District No. 1 Moorpark Water Reclamation Facility
(MWRF). The MWREF treats approximately 1.9 million gallons per day of wastewater from
the City of Moorpark. A one (1) megawatt (MW) Photovoltaic (PV) Energy System has
operated at the MWRF since 2013 and produces approximately 50% of the electricity
used by the facility. Staff is seeking financing to construct an additional PV System to
increase onsite renewable energy production and decrease operating costs. Staff
proposes financing the design and construction of the new PV System using a low-
interest loan available through the California Energy Commission’s (CEC) Energy
Conservation Assistance Act (ECAA) Loan and through the 2022 Inflation Reduction Act
direct payment tax credit.

Discussion

The proposed project will be built through an Energy Services Agreement with Enovity
Inc., a Veolia North America Company (Enovity). Enovity estimates it will cost $1,469,917
to design and construct a 410.9 kilowatt (kW) PV system. The new system will provide
significant savings through avoided electricity costs of approximately $3.6 million over 30
years as shown in Exhibit 1. This will ultimately help mitigate sewer cost increases for
Moorpark residents due to future electricity rate increases.

Enovity estimates that project Engineering, Procurement, and Construction will take
approximately one year, with emphasis on expediting the procurement of long lead time
electrical distribution equipment. Enovity is proposing to finance the project using the CEC
ECAA 1% interest loan and the tax credit authorized by the Inflation Reduction Act (IRA)
of 2022. The 2022 IRA contains a "direct pay" provision that enables certain tax-exempt
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customers, including state and local governments, to receive a direct cash payment in
lieu of an investment tax credit. Entities that qualify for direct pay are eligible to receive a
30% direct payment, assuming they meet the IRA established prevailing wage and
apprenticeship requirements. Based on the project cost, the IRA tax credit direct payment
would be $440,975.

The CEC ECAA loan installments are received based on progress of the construction and
can take 30 to 45 days to receive after submission of invoices for completed work. The
IRA tax credit is paid approximately four (4) months after completion of the project. The
Waterworks District No. 1 has adequate cash reserves to make timely construction
progress payments while waiting for reimbursement from the CEC.

Financial Analysis

Each year a rate analysis is performed to establish the appropriate sewer charges to fund
operations, maintenance, capital expenditures, and debt service. An update to the annual
rate analysis was performed to show the fiscal impact of the proposed project, including
debt service payments and electricity savings. Exhibit 2 is the cash reserves projection
from this analysis across the 17-year CEC ECAA loan re-payment period. Assuming
average inflationary conditions, the District will increase its cash reserves over the 17-
year period. The updated analysis shows that the project will reduce the overall operating
costs of the District by $3.6 million over the next 30 years and therefore will not cause an
increase in sewer rates above assumed inflationary conditions.

For municipal utilities, rating agencies such as Moody’s, use annual debt service
coverage as a means for assessing the financial health of the utility. Annual debt service
coverage is defined as the annual net revenue divided by the annual principal and interest
payments of all debt. Moody’s assigns a AAA rating for utilities that have an annual debt
service coverage greater than two (2) times net revenues (Source:
https://ratings.moodys.com/api/rmc-documents/386721). The District currently has no
outstanding debt and analysis shows that with the addition of the CEC ECAA loan and
future planned capital project debt, the District’'s annual debt service coverage ratio will
never go below 2.7 during the 17-year CEC ECAA loan re-payment period.

Hall of Administration L #1600
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Request:

The District staff is requesting approval from the Financial Planning Committee to seek
approval from the Board of the Waterworks District to apply for a $1,028,942 CEC ECAA
loan at 1% interest rate and a term of 17 years.

9. e

Joseph C. Pope, PE
Director
Water and Sanitation

Attachments:

Exhibit 1 Energy Cost Comparison
Exhibit 2 Cash Reserve Analysis Chart
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Exhibit 1

Energy Cost Comparison

Payment Options CEC Loan
Total PV System Cost $1,469,917
Customer Contingency $4,513
Total Loan Payments $1,124,003
Electric Bill Savings - Term $3,658,720
Total Incentives $440,975
ROI 144.01%

Combined Solar PV Rating
Power Rating: 410,900 W-DC
Power Rating: 357,919 W-AC-CEC

Cumulative Energy Costs By Payment Option

$4,000,000

$3,000,000

$2,000,000

$1,000,000

Cumulative Energy Costs

$0\/

-$1,000,000
Year 0 Year 4 Year 8 Year 12 Year 16 Year 20 Year 24 Year 28

[ ~voided utiity cost - [ cEC Loan
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EXHIBIT 2 — Cash Reserves Analysis Chart

Waterwork District#1- Moorpark Sewer Service

25,0000 Cash Reserves Forecast
20,000.0
15,000.0
10,000.0
5,000.0
FY;:dVr— FY25 FY26 FY27 FY28 FY29 FY30 FY31 FY32 FY33 FY34 FY35 FY36 FY37 FY38 FY39 FY40 FY41

Projection Estimate | Estimate | Estimate = Estimate | Estimate | Estimate = Estimate Estimate = Estimate | Estimate | Estimate & Estimate = Estimate = Estimate | Estimate = Estimate = Estimate

mmm Ending Cash Balance  9,205.8  7,314.7 | 57929 @ 33005 39760 53054 61672 7,693 86309 102454 11,2418 129165 13,9326 15640.0 16,6609 183860 19,3956 21,122.7
et Total Proposed Target 2,592.5 | 2,362.9 | 2,596.1 @ 2,587.9 2,7845 & 2,681.6 = 2,883.9 | 27777 29863 2,877.0 | 3,091 29784 31990 30821 33096 3,180.5 34243 33008
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