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Objectives 

Investment Objectives 
Safety – Safety of principal is the foremost objective of the investment program. Investments will be undertaken in a 

manner that seeks to ensure the preservation of capital in the overall portfolio.  

Liquidity – The investment portfolio will remain sufficiently liquid to meet all operating requirements that may be 

reasonably anticipated.  

Return - . The investment portfolio will be designed with the objective of attaining a market rate of return throughout 

budgetary and economic cycles, taking into account the investment risk constraints for safety and liquidity needs. 

Chandler Asset Management Performance Objectives 
The performance objective for the District is to earn a return in excess of the strategy benchmarks: 

 

Liquid Fund:  90-day Treasury bills.  

 

Limited Maturity Fund:  Bank of America Merrill Lynch 1-3 Year US Treasury/Agency Index. 
 

Operating Reserve Fund:  Bank of America Merrill Lynch 1-10 Year Government Index.. 
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Compliance 

Category Standard Comment
Treasury/Agency issues No Limit Complies

Banker’s Acceptances ≤40%; 180 days Complies - 0.0%

Commercial Paper A1/P1 Complies - 2.0%

      Max. maturity< 270 days 25% maximum Complies 

Repurchase Agreements ≤10%; ≤1 year Complies

Rev. Repo Agreements ≤10%; ≤90 days Complies - 0.0%

Time CDs 110% collateral over $100,000 or insured Complies - 0.0%

Negotiable CDs 30% max; ≤2 yrs Complies - 0.0%

Medium Term Notes "A"-rated; 30% max Complies - 25.8%

Mutual Funds ≤20% Complies - 0.4%

LAIF Not used by outside adviser; $50 million 

maximum imposed by LAIF

Complies 

Mortgage Pass Through, including 

CMOs and ABS

"AA"-rated; 20% Maximum Complies - 8.5%

Money Market Funds "AAA"-rated or SEC reg.; 20% Maximum Complies

Inverse floaters, range notes Prohibited Complies

Interest only strips Prohibited Complies

Zero interest accruals Prohibited Complies

Per issuer max 5% (except gov’ts) Complies

Modified duration +/- 20% of 1-10 Year benchmark duration Complies - 3.09

% invested less than 2 years ≥10% Complies - 21.9%

% invested beyond 5 years ≤40% Complies - 22.7%

Maximum maturity 10 years Complies

Maximum maturity of corp. 5 years Complies

Moulton Niguel Water District Consolidated
September 30, 2015

COMPLIANCE WITH INVESTMENT POLICY
This portfolio is a consolidation of assets managed by Chandler Asset Management and assets managed internally by Client.  

Chandler relies on Client to provide accurate information for reporting assets and producing this compliance statement.
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Account Profile

Moulton Niguel Water District Consolidated

                       09/30/2015 06/30/2015

Portfolio Portfolio

Average Maturity (yrs) 3.34 3.04

Modified Duration 3.04 2.74

Average Purchase Yield 1.82 % 1.66 %

Average Market Yield 1.21 % 1.19 %

Average Quality** AA/Aa1 AA/Aa1

Total Market Value 127,575,032 149,987,362

Portfolio Characteristics
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Sector Distribution

Moulton Niguel Water District Consolidated

September 30, 2015 June 30, 2015
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Issuers 
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Issuers Continued  
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Duration Distribution

Moulton Niguel Water District Consolidated

September 30, 2015 vs. June 30, 2015

0 - 0.25 0.25 - 0.50 0.50 - 1 1 - 2 2 - 3 3 - 4 4 - 5 5+

9/30/15 6.7 % 3.6 % 8.5 % 10.4 % 22.4 % 20.5 % 10.3 % 17.5 %

6/30/15 16.1 % 2.8 % 5.2 % 15.6 % 18.4 % 17.2 % 8.6 % 16.0 %
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Account Profile 

3-month T-Bills 
Benchmark* G0O1

9/30/2015 9/30/2015 6/30/2015
Portfolio book value -- $5,399,952 $22,088,466

Market value -- $5,410,090 $22,105,620

Average book yield -- 0.34% 0.29%

Average maturity (yrs) 0.16 0.00 0.00

Modified duration 0.16 0.00 0.00

$ change in value for 1% change in rates  -- $0 $0

% maturing within one year 100% 100% 100%

Average credit quality AAA Not Rated Not Rated

PORTFOLIO CHARACTERISTICS
Liquid Fund

Liquid Fund

1-3 Year US 
Treasury/Agency 

Benchmark

9/30/2015 9/30/2015 6/30/2015

Portfolio book value -- $26,989,254 $30,794,467

Market value -- $27,004,033 $30,897,417

Average book yield -- 1.49% 1.58%

Average maturity (yrs) 1.82 1.78 1.89

Modified duration 1.76 1.67 1.79

$ change in value for 1% change in rates  -- $450,967 $553,064

% maturing within two years 56.7% 44.6% 43.0%

Average credit quality AAA AA/Aa1 AA/Aa1

Limited Maturity Fund

Limited Maturity Fund
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Account Profile 

PORTFOLIO CHARACTERISTICS

1-10 year Govt. 
Benchmark* G5A0

9/30/2015 9/30/2015 6/30/2015

Portfolio book value -- $93,276,369 $95,789,445

Market value -- $95,160,909 $96,984,326

Average book yield -- 2.00% 2.00%

Average maturity (yrs) 3.93 3.98 4.10

Modified duration 3.65 3.59 3.67

$ change in value for 1% change in rates  -- $3,416,277 $3,559,325

% maturing within two years 22.9% 9.5% 9.9%

Average credit quality AAA AA/Aa1 AA+/Aa1

Operating Reserve Fund

Operating Reserve Fund
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Economic Highlights 

■ Federal Open Market Committee (FOMC) 

■ The FOMC left policy rates unchanged at its September meeting.  In light of the weak 

September jobs report and the latest inflation reading, we believe the probability of a fed 

funds rate hike before year-end is still possible but has diminished and may cause the 

FOMC to wait until early 2016. 

■ Labor Markets 

■ Job growth slowed in the last quarter. The unemployment rate fell to 5.1%; however, the 

participation rate fell to a historically low level and wage growth remains flat. 

■ Inflation 

■ Inflation remains benign as Core Personal Consumption Expenditures (PCE) remains 

below the Federal Reserve’s 2% target.  

■ Economic growth 

■ The economy continues to grow at a moderate pace. Real annualized GDP growth was 

3.9% in the second quarter of 2015.  Market participants currently expect annualized GDP 

growth of about 2.4% in the third quarter, and 2.7% growth in the fourth quarter. 
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Employment 

Source: US Department of Labor Source: US Department of Labor 
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• Nonfarm payrolls rose by 142,000 in September, well below the consensus forecast of 201,000.  

• The unemployment rate was unchanged at 5.1% in September. 

• A broader measure of unemployment called the U-6, which includes those whom are marginally 

attached to the labor force and employed part time for economic reasons, declined to 10.0% from 

10.3%.  
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Inflation 

Source: US Department of Labor Source: US Department of Labor 
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• September Consumer Price Index (CPI) was flat, on a year-over-year basis.  

• Headline inflation remains depressed by weak commodity prices. 
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Bond Yields 

Source: Bloomberg Source: Bloomberg 
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• Interest rate volatility remains elevated.  

• Concerns about slowing global economic growth, the continued decline in oil prices and ongoing 

uncertainty about Fed monetary policy has fueled financial market turbulence.  

• During the past three months, the Treasury yield curve has flattened with the yield on 10-year 

Treasuries falling about 40 basis points.  
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2015 COMPREHENSIVE ANNUAL 
FINANCIAL REPORT PRESENTATION

Finance and Information Technology Meeting

November 18, 2015



TIMELINE

 Draft was presented to Audit Ad Hoc November 5, 2015

 Today’s presentation: 
 Financial Highlights and questions 

 No Board action today  

 Provide any comments or edits by November 30, 2015



BACKGROUND

 Unmodified “clean” opinion-Highest level

 Opinion letter
 Not included-draft phase

 Will be included in final document

 Audit Communication Letter (pg. 121-123)
 Audit informational items

 Report on Internal Control (pg. 125-126)
 No internal control weaknesses 



FINANCIAL HIGHLIGHTS

 Net Income was $8.3 million (pg. 82)
 Last three years of Net Income:

 2015 - $8.3 million

 2014 - $6.3 million

 2013 - $8.1 million

 Long-term debt decreased by $10 million or (8.3%) to $110 million (pg. 97)
 Rating agencies:

 Standard & Poor’s-AA+

 Fitch-AAA

 Debt coverage ratio at 282%, above District’s policy of 175% (pg. 102)

 All positive indicators demonstrating strong financial position



NOTABLE CHANGES

 GASB 68 – “Accounting and Financial Reporting for Pensions – an amendment of 
GASB Statement No. 27”
 Improve transparency and financial reporting for pensions

 Comparative statements not presented

 Change in financial reporting, no new liabilities created

 No “maturity date” 



NOTABLE CHANGES

• GASB 68 effects 
(pg. 79-80)

• Note 8 gives more detail 
(pg. 103-108)

• Proactive MNWD Board 
decision to modify CalPERS 
program in 2009



NOTABLE CHANGES

 Retroactive reporting for GASB 68 (pg. 82)
 Note 15 (pg. 115) details calculation

 $15,850,089 related to reporting change

 $2,945,897 for net pension asset (CalPERS side fund)



GFOA AWARD

Highest honor in Governmental 
Financial Reporting  

Encourages GAAP, increases 
transparency and full disclosure

 2015 CAFR will be 7th consecutive 
year



BI-MONTHLY TO 
MONTHLY BILLING

Finance and IT Board Meeting

November 18, 2015



AFFECTED CUSTOMERS

 Effective December 1, 2015, all customers 
currently billed on a bi-monthly basis will be billed 
on a monthly basis
 Commercial

 Potable Irrigation

 Multifamily



BENEFITS OF CONVERSION

Customer benefits
 Increased communication

 Provide more information to the District’s 
largest users

 Drought

 Reductions not penalties



BENEFITS OF CONVERSION

District benefits
 Reading route efficiencies

 Rate change efficiencies

 All customers changed to new schedules at the 
same time

 Reduce cashflow risk
 Reduces the time between pumping water and 

being paid for it



PLANNING AND PREPARATION

 Work to Date:
 Testing

 Staff compared current bills with hypothetical bills

 Outreach
 Informational mailer to inform customers of upcoming 

change

 Preparation for Go-Live
 New meter read schedule
 Timed rate schedule changes
 Billing schedule



RATE STABILIZATION FUND

Finance and IT Board Meeting

November 18, 2015



PURPOSE & HISTORY

 Avoid large rate increases

 Initially created in 1991

 Updated as part of bond issuances

 Current reserve policy approved Aug. 2014



DISTRICT RESERVE POLICY

Minimum
50% of annual 1% Ad Valorem Property Tax 

revenue

Replenishment
Replenishment to commence within 12 

months



BOND COVENANT POLICIES

Minimum
Tax/Net revenues equal 125% annual debt 

service payments

Replenishment
Fund balance equals 50% of annual debt 

service
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STAFF REPORT 
 
 
TO:  Board of Directors                   MEETING DATE:  November 18, 2015 
 
FROM: Matt Collings, Assistant General Manager 
  
SUBJECT:    Joint Powers Authority Quarterly Update 
 
DIVISION: District-wide 
 

 
SUMMARY: 
 

Issue:  The District participates in several Joint Powers Authorities and other 
regional partnerships or programs that impact District operations and finances. 
 
Recommendation:  This is an information item only. 
 
Fiscal Impact:  The District has adopted a revised Fiscal Year 2015-16 budget 
of $9,879,230 for Operating and Maintenance Expenses and $15,137,940 for 
Capital Expenses associated with various Joint Powers Authorities and other 
regional partnerships and programs.  A detailed breakdown is provided in 
Table 1. 
 

BACKGROUND: 
 
The District participates in several Joint Powers Authorities, including the South 
Orange County Wastewater Authority (SOCWA), San Juan Basin Authority (SJBA), 
and the Santiago Aqueduct Commission (SAC), and regional partnerships, such as 
the Joint Regional Water Supply System (JRWSS) or various facilities with Santa 
Margarita Water District (SMWD).  District appointed individuals consisting of Board 
members and/or staff to represent the District at these various entities.  Each entity is 
operated by either a staff of the Joint Power Authority or a contracted agency 
responsible for executing the operations and maintenance functions, completing 
necessary capital improvements, preparing annual budgets, and processing invoices 
as necessary.  Table 1 provides a summary of the various Joint Powers Authorities 
and regional partnerships of which the District is a member and a breakdown of the 
annual District budget for each entity.  The summary includes only entities with 
facilities currently in operation and on-going operations and maintenance 
requirements. 
 
 
 



Joint Powers Authority Quarterly Update  
November 18, 2015 
Page 2 of 4 
 
 
Table 1 
 

Joint Powers Authority 
or Regional Partnership 

Revised O&M Budget 
FY 2015-16 

Adopted CIP Budget 
FY 2015-16 

South Orange County 
Wastewater Authority 
(SOCWA) 

 
 

$7,324,538 

 
 

$12,256,912 

San Juan Basin Authority 
(SJBA) 

 
$200,000 

 
N/A 

Joint Regional Water 
Supply System (JRWSS) 

 
$454,495 

 
$1,065,274 

Santiago Aqueduct 
Commission (SAC) 

 
$20,000 

 
N/A 

Regional Facilities with 
SMWD (Upper Oso, 
Upper Chiquita, Plant 3A) 

 
$1,880,197 

 
$1,815,754 

 
TOTAL 

 
$9,879,230 

 
$15,137,940 

 

DISCUSSION: 
 
During the period covered by this quarterly update (September, October and 
November) the following notable items were addressed: 
 
South Orange County Wastewater Authority: 
 

 Administrative: 
o The staff of SOCWA and its member agencies’ have started a series of 

workshops to review and discuss the current cost allocation 
methodologies for the various SOCWA cost centers based on the 
existing agreements and past practices.  One workshop was conducted 
in October to provide some background and objectives for future 
workshops.  The output of this work will be presented to the SOCWA 
Board in advance of the budget preparation. 

o The SOCWA Board authorized a study with Anderson Pena to review 
opportunities for SOCWA on behalf of its member agencies to apply for 
State Revolving Fund (SRF) loans.  The contract was approved with an 
equal cost-sharing among the participants along with an option for an 
agency to opt-out of the study.  The District has elected to opt-out of 
the study. 

o The SOCWA Board approved updates to the SOCWA surplus policy.  
The updates include clarification of responsibilities and authorizations 
for determining surplus equipment and eliminates the provisions for 
employees to purchase surplus property directly from SOCWA. 

 Project Committee 17 (Regional Treatment Plant): 
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o The disinfection conversion to sodium hypochlorite at the Regional 
Treatment Plant has been completed and the facility is no longer 
utilizing liquid chlorine for disinfection.  Work is continuing on the 
project to complete the disinfection facility modifications and the 
influent system upgrades. 

 Project Committee 15 (Coastal Treatment Plant): 
o The PC 15 members of the SOCWA Board participated in a tour of the 

Coastal Treatment Plant (CTP) to review the proposed landscape 
improvements to provide additional fire protection for the facility.  The 
tour also included a review of the access road to the CTP. 

o The PC 15 members of the SOCWA Board approved an amendment to 
the Environmental Impact Report for the CTP Export Sludge Force 
Main Replacement Project.  The EIR was revised to incorporate 
erosion protection and slope stabilization measures along the lower 
Aliso Creek.  Refer to the attached Notice of Intent to Adopt a Mitigated 
Negative Declaration. 

 Project Committee 2 (J.B. Latham Treatment Plant): 
o The PC 2 members of the SOCWA Board approved an engineering 

services contract with Carollo at a fee of $1,379,241 to provide 
planning and design work for the Package ‘B’ improvements, which 
include a flow control structure between the two sides of the plant, 
construction of Digester No. 5, along with other miscellaneous 
improvements.  The District’s portion of this contract is about $308,000. 

 Project Committee 5 (San Juan Creek Ocean Outfall): 
o The PC 5 members of the SOCWA Board approved the Mitigated 

Negative Declaration and Mitigation Monitoring and Reporting Program 
for the proposed upgrades to the San Juan Creek Ocean Outfall 
junction structure located at Doheny State Beach.  Work is expected to 
begin on this project next spring. 
 

San Juan Basin Authority: 
 

 Governance Study: 
o The SJBA approved a contract with Rich Atwater to conduct a two-

phase governance study. The first phase of the study would involve 
meetings with each of the individual agencies to discuss the current and 
future purposes of the SJBA.  The second phase would include 
discussions with other potential SJBA stakeholders and a review of 
various alternative governance structures. 

 Foundational Action Funding Work: 
o The SJBA hosted a public workshop on September 29, 2015 to present 

the proposed San Juan Basin optimization project to review stormwater 
capture and recharge, recycled water recharge, and seawater 
extraction barrier.  Refer to the attached Fact Sheets for additional 
information that was provided at the workshop. The SJBA continues to 
evaluate the proposed project and complete the scope identified in the 
Foundational Action Funding contract.   
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 Groundwater Production: 
o Once the City of San Juan Capistrano resumed pumping per the 

Resolution adopted by the SJBA Board of Directors, the SCWD filed a 
complaint with the State Water Resources Control Board (SWRCB) 
asserting a violation of the water rights permit from the SWRCB to the 
SJBA.  An investigation is on-going by the SWRCB. 

 Salt and Nutrient Management Plan: 
o District staff is administering the Salt and Nutrient Management Plan 

(SNMP) monitoring program as part of the San Juan Basin Authority 
scope.  District staff is working with Wildermuth to develop a monitoring 
program required by the Regional Water Quality Control Board. 

 
Joint Regional Water Supply System: 
 

 Wye Vault Improvements at Eastern Transmission Main 
o South Coast Water District (SCWD) is working with MNWD staff to 

finalize Wye Vault improvement design on the Eastern Transmission 
Main (ETM) as part of a Joint Transmission Main (JTM) Upgrade 
Project.   

o A draft agreement outlining responsibilities and commitments for the 
proposed improvements has been prepared and is under review by 
staff and counsel.  An agreement between the JRWSS and MNWD will 
be necessary to incorporate the Wye Vault improvements on the JTM 
Upgrade Project being administered by SCWD. 

 
Santiago Aqueduct Commission: 
 

 No updates on the Santiago Aqueduct Commission at this time. 
 
Regional Facilities with Santa Margarita Water District: 
 

 Plant 3A 
o SMWD assumed operation of Plant 3A on July 1, 2015.  MNWD staff 

have been meeting on a monthly basis to review Plant 
operations.   Recycled water has been maintained consistently over the 
past several months.   

o SMWD has worked with MNWD to coordinate improvements to 
address potential “El Nino” weather conditions.  Improvements will be 
made to mitigate creek flooding impacts at the Plant and to ensure full 
accessibility during heavy stormflow conditions.  

 














