%a,

(Bthink
waste

FINANCE COMMITTEE MEETING
TUESDAY, MAY 12, 2020 AT 12:00pm

VIA ZOOM MEETING ONLY
Neragumal bt Link to Join: https://us02web.zoom.us/j/85000774732
A Public Agency Phone number for voice access: 1 (669) 900 9128

Meeting ID: 850-0077-4732
Password: 021917

PURSUANT TO GOVERNOR NEWSOM'S EXECUTIVE ORDER N-29-20, THE MEETING WILL BE HELD BY
TELECONFERENCE AND/OR VIDEO CONFERENCE ONLY. THE PUBLIC MAY PARTICIPATE BY SUBMITTING
COMMENTS ON ANY AGENDA ITEM VIA EMAIL PRIOR TO OR DURING THE MEETING BY SENDING THOSE
COMMENTS TO RETHINKER@RETHINKWASTE.ORG.

TELECONFERENCE PARTICIPANTS
ALL BOARDMEMBERS WILL PARTICIPATE BY TELECONFERENCE AND/OR VIDEO CONFERENCE PURSUANT TO
GOVERNOR NEWSOM'S EXECUTIVE ORDER N-25-20

PURSUANT TO RALPH M. BROWN ACT, GOVERNMENT CODE SECTION 54953, ALL VOTES SHALL BE BY ROLL
CALL DUE TO ALL BOARDMEMBERS PARTICIPATING BY TELECONFERENCE AND/OR VIDEO CONFERENCE

ANY REQUEST FOR REASONABLE ACCOMMODATION SHOULD BE ADDRESSED TO CYNDI URMAN AT
CURMAN@RETHINKWASTE.ORG.

AGENDA
1. Roll Call

2. Public Comment

Persons wishing to address the Board on matters NOT on the posted agenda may do so. Each speaker is limited to two minutes. If there
are more than five individuals wishing to speak during public comment, the Chairman will draw five speaker cards from those submitted to
speak during this time. The balance of the Public Comment speakers will be called upon at the end of the Board Meeting. If the item you
are speaking on is not listed on the agenda, please be advised that the Board may briefly respond to statements made or questions posed
as allowed under The Brown Act (Government Code Section 54954.2). The Board's general policy is to refer items to staff for attention, or
have a matter placed on a future Board agenda for a more comprehensive action or report and formal public discussion and input at that
time.

3. Executive Director’'s Welcome p.3
A. Discussion on adding a Special Finance Committee Meeting on June 9t at 12N

4. Consent Calendar
Consent Calendar item(s) are considered to be routine and will be enacted by one motion. There will be no separate discussion on these
items unless members of the Board, staff or public request specific items be removed for separate action. Iltems removed from the
Consent Calendar will be moved to the end of the agenda for separate discussion.

A.  Approval of Minutes from the January 14, 2020 Finance Committee Meeting p.7
5. Discussion of Cost of COVID-19 Shelter-in-Place Order p.13
6. Resolution Recommending Approval of Revised SBWMA Investment Policy for 2020 p. 19

7. Proposed Work Plan Transitioning the South Bayside Waste Management Authority’s Financial Systems
from a Fiscal Year Accounting Period Ending June 30, to Calendar Year Accounting Period Ending
December 31 p. 37

MEMBER AGENCIES
ATHERTON * BELMONT * BURLINGAME * EAST PALO ALTO * FOSTER CITY * HILLSBOROUGH * MENLO PARK * REDWOOD CITY
* SAN CARLOS * SAN MATEO * COUNTY OF SAN MATEO * WEST BAY SANITARY DISTRICT
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8. Review Property Insurance Renewal p. 43
9. Resolution Recommending Approval of the Calendar Year 2019 Financial Statements p. 67

10. Review of FY 20/21 budget and 6-month (July 1, 2020 — December 31, 2020) Transition Budget and Cap-Ex
Review p. 81

11. Presentation by South Bay Recycling (SBR) regarding their Request for Compensation Adjustment p. 103
12. Finance Committee Member Comments

13. Adjourn

MEMBER AGENCIES
ATHERTON * BELMONT * BURLINGAME * EAST PALO ALTO * FOSTER CITY * HILLSBOROUGH * MENLO PARK * REDWOOD CITY
* SAN CARLOS * SAN MATEO * COUNTY OF SAN MATEO * WEST BAY SANITARY DISTRICT
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A Public Agency

DRAFT MINUTES

SOUTH BAYSIDE WASTE MANAGEMENT AUTHORITY
MEETING OF THE FINANCE COMMITTEE
January 12, 2019 12:00PM
SBWMA Conference Room, 610 Elm Street Suite 202, San Carlos, CA

Call To Order: 12:09PM

1. Roll Call
Agency Present Absent
Bill Widmer X
Jay Benton X
Fran Dehn X
Carol Augustine X
Brenda Olwin X

SBWMA Staff Members Present: Joe La Mariana, John Mangini, Cyndi Urman, Jean Savaree,
Others Present: Grace Zhang, Maze and Associates; Tracy Swanborn, and Marva Sheehan, HF&H Consultants;
Garth Schultz R3 Consulting, by phone.

2. Public Comment
Persons wishing to address the Board on matters NOT on the posted agenda may do so. Each speaker is limited to two minutes.
If there are more than five individuals wishing to speak during public comment, the Chairman will draw five speaker cards from
those submitted to speak during this time. The balance of the Public Comment speakers will be called upon at the end of the
Board Meeting. If the item you are speaking on is not listed on the agenda, please be advised that the Board may briefly respond
to statements made or questions posed as allowed under The Brown Act (Government Code Section 54954.2). The Board's
general policy is to refer items to staff for attention, or have a matter placed on a future Board agenda for a more comprehensive
action or report and formal public discussion and input at that time.

None

3. Executive Director’s Update
Executive Director La Mariana welcomed everyone and introduced the new Finance Committee members:
Brenda Olwin, East Palo Alto’s Finance Director; and Board Member Fran Dehn. He thanked Board

Member Michael Brownrigg for his time on the Finance Committee. He then made these announcements:

o Atthe April Finance Committee meeting there will be a transition plan for moving from fiscal year to
calendar year financial statements. Also, in April, the Board will be considering an updated procurement
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policy. Part of the recommendation is based on SB1383 requirements, and part of it is to look at the
signing authority for the Executive Director.

o The Committee discussed the need for an increased internal spending authority, they shared
concerns about staff needing less than the time between Board meetings to make decisions
over $50,000, if it wasn’t an emergency.

e He introduced Matt Southworth as the SBWMA'’s new part-time Senior Engineer
e The installation of the Organics-to-Energy equipment is almost complete, and after testing it is expected
to be up and running in March.

o Member Benton asked why the 30-60-day delay. Executive Director La Mariana answered that
there have been some unexpected permitting issues, including a sprinkler requirement for a
liquid based process. The Committee suggested appealing to the fire marshal regarding the
required sprinkler requirement.

¢ He announced that he has been invited to the Governor’s office to discuss AB1509 before it goes to the
Senate.

¢ Silicon Valley Clean Water is doing a big project adjacent to the Shoreway site, and staff has just
received word that there are going to be significant road closures this summer due to the project which
will cause major operational issues.

4. Consent Calendar

Consent Calendar item(s) are considered to be routine and will be enacted by one motion. There will be no separate discussion on
these items unless members of the Board, staff or public request specific items be removed for separate action. Items removed
from the Consent Calendar will be moved to the end of the agenda for separate discussion.

A.  Approval of Minutes from the May 7, 2019 Special Finance Committee Meeting
B.  Approval of Minutes from the June 12, 2019 Special Finance Committee Meeting

Motion/Second: Widmer/Benton
Voice Vote: All in Favor

5. Approval of Annual Fiscal Year FY18/19 Financial Audit by Maze and Associates
Staff Mangini gave an overview of the draft staff report set to go the Board at the end of the month.

The Committee discussed that that audited statements do not include the bond refunding as there is a
statement in the report that there was a subsequent event to year end which affects the finances.

Member Benton asked how much reserve money was used in FY18/19, because it looks flat. Staff Mangini
answered that the construction in progress number of $2.4M would have come from reserves as capital
assets.

The Committee asked for comments from the auditor. Grace Zhang noted that the transition to Redwood
City went really smooth, and she thanked Derek for his assistance. The report is final, unless this
committee notices anything that needs to be changed.

Motion/Second: Benton/Widmer
Voice vote; All in favor

6. Mid-Year Budget and Cap-Ex Review

SBWMA FINANCE COMMITTEE PACKET 05/12/2020 AGENDA ITEM: 4A - p2
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Staff Mangini gave an overview of the staff report, and the process of the mid-year budget.

The Committee discussed the expiring organics contract at Blossom Valley Organics. There was a concern
that increasing organics processing costs would be higher than the 2020 tip fees, which are not being
increased. Staff Mangini noted that the contract expired December 31, 2020, and this mid-year budget
concludes on June 30, 2020, so it was not considered in this budget. Executive Director La Mariana noted
that at the February Board meeting he was hoping to have pricing from Blossom Valley.

Member Benton asked why franchised tonnage is down. Staff Mangini noted that it's an updated projection
of just 1% lower, but franchised tonnage doesn’t move all that much.

The committee discussed having conversions available to be able to measure the tonnage measured
material versus the yardage measured material when the Board discusses the mid-year budget.

Member Benton noted a typo in the budget presentation of the wrong year that should be corrected before
the packet goes to the Board.

The committee discussed the interest income increase, noting that interest income is not that much higher
year over year, just higher than what was budgeted. Derek Rampone noted that there was an adjustment
in the fair value of the Agency’s investment, but the difference year over year is mostly due to the bond
proceeds. Member Benton questioned if the interest should be higher if there have been 9 months invested
of bond proceeds the interest should be closer to $200,000, staff will look at the totals and get back to the
committee to make sure it is properly invested.

Staff Mangini noted that the $1M grant from the County for the Organics-to-Energy project would be
included as revenue in the budget that will go to the Board.

The Committee discussed reserves, Member Benton asked if the $4.1M number in the budget was the
capital reserve, or if this was the reserve number before anything had been allocated. Derek Rampone
answered that it's before the funds have been allocated. Staff Mangini noted that there is now a sub-
emergency reserve that is the difference in the insurance premium when the Board voted to increase the
deductible and lower the premium. The committee asked that this reserve be called out more specifically.

Member Benton asked about the $1.2M Shoreway Remediation fund, and whether that would be used this
year. Staff Mangini added that the money would be used when the underground storage tanks are moved
above ground.

Member Benton made a motion that the Finance Committee recommend to the Board approval of the mid-
year budget.
Member Widmer seconded the motion.
Voice Vote: All in favor
7. Adoption of Annual Investment Policy Recommendation

Staff Mangini highlighted the changes in the proposed investment policy.

Member Widmer reiterated that he would like work with investment advisors to survey the Finance Directors
of each of the Member Agencies to see how the Member Agencies invest to see if there are any options
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other than LAIF. Member Augustine noted that staff looked into that a couple of years ago, and the size of
the portfolio may not be enough to make a difference. Derek Rampone added that Redwood City uses
PFM and if the SBWMA can piggyback on that agreement there may be a way to get around the cost-
benefit.

Member Widmer made a motion that the Finance Committee recommend to the Board approval of the
investment policy with the amendment that staff research the possibility of other investment options.
Member Benton seconded the motion.

Voice Vote: All in favor

8. Review of SB1383 Gap Analysis
Presentation by Tracy Swanborn, HF&H Consultants

Tracy Swanborn of HF&H Consultants gave a PowerPoint Presentation on SB1383 costs and potential
options for the SBWMA to meet the SB1383 requirements.

Member Benton asked what the Board should being doing now regarding SB1383.

Tracy Swanborn answered that the Agency needs to give staff direction as to what compliance plan option to
go for.

9. Review of Buyback Center Cost Options Analysis
Presentation via phone by Garth Shultz, R3 Consultants

Garth Schultz of R3 Consultants gave a verbal presentation via phone call on his analysis of CRV
redemption alternatives.

Member Benton asked about businesses that sell CRV bottles and cans requirements to pay the CRV back
to customers or pay a fine.

Garth answered that the law was written that business that sell CRV bottles and cans must then take back
the bottles and cans so customers can redeem the CRV or they have to pay a fine, it has always been a part
of the law. Recently with the issues the program has been facing CalRecycle is getting more assertive
about enforcing the fines.

10. Finance Committee Member Comments

11. Adjourn 2:14PM
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South Bayside Waste
Management Authority

A Public Agency
STAFF REPORT
To: SBWMA Board Members
From: Joe LaMariana, Executive Director

John Mangini, Senior Finance Manager
Hilary Gans, Senior Facilities Manager

Date: May 12, 2020 Finance Committee Meeting
Subject: Discussion Cost impacts of COVID-19 Shelter-in-Place Order
Recommendation

This is a discussion item only and no action is required.

Summary
Due to the Shelter-in-Place Order the Shoreway Facility has experienced a reduction in material volume received

at the gate. This is due to 1) a loss of Public/Self-Haul tonnage to the transfer station - Public/Self-Haul tonnage
was discontinued in mid-March 2020, and 2) a reduction in franchise commercial waste streams delivered to

Shoreway by Recology. There has been an overall
reduction of 30% (11,894 tons) in the month of April
over prior year. (See Table 1)

In the month of April, franchise commercial and Category Percent Tons
residential tonnage has dropped 54% and 12% Self Haul -100% -4,043
respectively over April prior year. This tonnage Commercial -54 % -7,585
shortfall has had a impact on the Agency’s net Residential 12 % 2636
22?1?;1(3 in the range of $334K and $395K per Total to Date 30 % 11,894

Despite the loss of tonnage, the Agency has

maintained employment for the 14 Shoreway facility
workers (sorters, spotters, and scale operators) that

would have otherwise been furloughed due to lack of

work. These workers were reassigned on March 17t Category Man Hours _ Labor Expense

to complete necessary maintenance and cleaning Completed 1,352 $ 82,253

projects at Shoreway. (Table 2 below presents the In Progress 46 $ 2586

status of project at the site, the man-hours and On Standby 28 $ 1,630

dollars associated with the labor projects). Canceled 69 $ 491
Total to Date 1,494 $ 86,961

During the roughly 1%2-months that the workers were
assigned to projects, many important projects have been completed that have improved the appearance,
operations and safety at the Shoreway facility.

Examples of these projects include: (See photos of completed projects in Attachment A)

SBWMA FINANCE COMMITTEE PACKET 05/12/2020 AGENDA ITEM: 5 - p1
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o restriping the pavement for parking and vehicle travel onsite

e painting safety bollards, curbing, and signage

e pressure washing the TS and MRF skylights

e pressure washing and painting the interior and exterior walls of the transfer station
e improve the onsite educational tour route

On May 4t the shelter-in-place directive was lifted for certain categories of work and the Shoreway Facility was
reopened for public/self-haul customers. As a result these workers have mostly return to their normal work roles.

Analysis

Table 3 below illustrates the lost revenue and cost avoidance estimates measured by the volume decrease from
the period of March 1 to March 15 compared to April 1 to April 15. The volume measures a 10-workday and 2-
weekend days in each period. The high and low estimate is based on a range of density in yards/ton for Self-Haul
material.

Table 3
Shelter-in-Place Estimated Monthly Income Loss
(due to volume decrease)
Low High
Self Haul Lost Revenue / Mth 813,827 813,827
Self Haul Cost Avoidance / Mth 580,681 520,124
Self Haul - Net Income Loss Range / Mth 233,146 293,703
Franchise Lost Revenue / Mth 349,984 349,984
Franchise Cost Awidance / Mth 248,808 248,808
Franchise - Net Income Loss Range / Mth 101,176 101,176
Total Net Income Loss Range | Mth 334,322 394,879
FY2020 Est Impact (3.5 months) 1,170,127 1,382,076

Fiscal Impact
The Shelter-in-Place Order is estimated to have a negative impact on Agency net income in the range of $334K

and $395K per month. If inbound material volume continues at the rates tested, the impact on FY 2020 net
income is estimated be between $1.2M and $1.4M.

Attachments:
Attachment A — Shoreway Project Photos
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ATTACHMENT A - Shoreway Project Photos

Cleaning TS and MRF Roof Skylights

o
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STAFF REPORT
To: SBWMA Board Members
From: John Mangini, Senior Finance Manager
Date: May 12, 2020 Finance Committee Meeting
Subject: Resolution Recommending Approval of Revised SBWMA Investment Policy for 2020
Recommendation

It is recommended that the SBWMA Board of Directors approve Resolution No. 2019-02 attached hereto
authorizing the adoption of the Investment Policy for 2020. See Exhibit A to the Resolution for the proposed 2020
Investment Policy.

Summary
The SBWMA's current Investment Policy states that the policy shall be reviewed and adopted by resolution of the

Board on an annual basis. This policy was last approved by the Board on January 24, 2019. The 2020 policy has
been reviewed by the Board Finance Sub-Committee (comprised of Board Members Jay Benton, Michael
Brownrigg, Fran Dehn and Member Agency Finance Directors Carol Augustine and Brenda Olwin) which
recommends approval. The recommended minor changes to the policy are shown in the attached redline version
(see Exhibit A). The changes involve the assignment of managing the SBWMA's investments to the newly
selected City of Redwood City Accounting Services Team (serving as the Fiscal Agent for the Authority) and
updating language to be consistent with California Code. Redwood City Staff and Redwood City’s investment
advisory firm, PFM Consulting, also reviewed the investment policy and provided the redline edits related to
California code language.

The Revised 2020 Investment Policy was reviewed by the Board at its January 30, 2020 Meeting. At that time,
the Board requested that staff to research and propose new policy language to reflect strong environmentally-
responsible investing that aligns with the Authority’s environmental stewardship principals and objectives, as
outlined in the SBWMA'’s 2020 Long Range Plan and with our Member Agency’s individual Climate Action and
Environmental stewardship goals. Based on this direction, the language in Table 1 below has been added to the
proposed 2020 Investment Policy. There are no other substantial changes to the policy.

Table 1

ENVIRONMENTALLY RESPONSIBLE INVESTING

When possible, the Authority will invest in companies that demonstrate verifiable environmental stewardship policies that
align with the SBWMA'’s Triple Zero goals. These goals are identified in the Authority’s 2020 Long Range Plan-Guiding
Principles and Objectives. They are:

1. Eliminate the disposal of recyclable materials at landfills
. Eliminate the disposal of organic materials at landfills
3. Minimize Agency greenhouse gas emissions (through measures such as using low-emission vehicle fuels and
reducing the need for materials collection and transfer of materials).

These goals will allow the Authority’s environmental responsible asset investment to strategically align with its mission,
and with its Member Agencies’ own environmental visions.

SBWMA FINANCE COMMITTEE MEETING 05/12/2020 AGENDA ITEM: 6 - p1
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Analysis
On August 24, 2000, the Board approved the first Investment Policy based on the City of San Carlos’ Investment

Policy. The Board has since approved revisions on an annual basis. The attached 2020 Investment Policy is fully
compliant with California Code. The primary objective of the Investment Policy is safety of principal, while
meeting the cash flow needs of the JPA, through prudent investment of surplus cash.

Background
In January 2015, the Audit Committee reviewed the mix of investments between the County Pool and the state

LAIF fund. The Audit Sub-Committee agreed to increase the County Fund to 30% to 50% while keeping the state
LAIF Fund at 50% to 70%. This change was approved by the Board at the January 22, 2015 Board meeting.

Fiscal Impact
There is no fiscal impact associated with approving the attached revised Investment Policy.

Attachments:

Resolution 2020-XX

Exhibit A - Investment Policy (red-line version)
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RESOLUTION NO. 2020-XX

RESOLUTION OF THE SOUTH BAYSIDE WASTE
MANAGEMENT AUTHORITY BOARD OF DIRECTORS
APPROVING A REVISED INVESTMENT POLICY FOR 2020

WHEREAS, the South Bayside Waste Management Authority (SBWMA) and the City of Redwood City
has reviewed and revised the SBWMA'’s current Investment Policy;

WHEREAS, the Board’s Finance Sub-Committee has also reviewed the Policy and supports the
recommended changes;

NOW, THEREFORE BE IT RESOLVED that the South Bayside Waste Management Authority hereby
approves the 2020 SBWMA Investment Policy document as shown in Exhibit A,

PASSED AND ADOPTED by the Board of Directors of the South Bayside Waste Management Authority,
County of San Mateo, State of California on the 28th day of May 2020, by the following vote:

| Agency Yes No Abstain | Absent | Agency Yes No Abstain | Absent
Atherton Menlo Park
Belmont Redwood City
Burlingame San Carlos
East Palo Alto San Mateo
Foster City County of San Mateo
Hillsborough West Bay Sanitary Dist.

| HEREBY CERTIFY that the foregoing Resolution No. 2019-XX was duly and regularly adopted at a regular meeting of
the South Bayside Waste Management Authority on May 28, 2020.

ATTEST: Jay Benton, Chairperson of SBWMA

Cynthia Urman, Board Secretary
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South Bayside Waste Management Authority
Investment Policy
Page 1

SOUTH BAYSIDE WASTE MANAGEMENT AUTHORITY
INVESTMENT POLICY

January-2049May 2020
POLICY

The investment of the funds of the South Bayside Waste Management Authority (SBWMA) is
directed to the goals of safety, liquidity and yield. This Investment Policy incorporates the policies
defined by the certified investment policy standards recommended by the California Debt and
Investment Advisory Commission (CDIAC). The authority governing investments for municipal
governments is set forth in the California Government Code, Sections 53664-53600 through 53686.

The primary objective of the investment policy of the South Bayside Waste Management Authority
is SAFETY OF PRINCIPAL. Investments shall be placed in those securities as outlined by type and
maturity sector in this document. Effective cash flow management and resulting cash investment
practices are recognized as essential to good fiscal management and control. The SBWMA's
portfolio shall be designed and managed in a manner responsive to the public trust and consistent
with state and local law. Portfolio management requires continual analysis and as a result the
balance between the various investments and maturities may change in order to give the SBWMA
the optimum combination of necessary liquidity and optimal yield based on cash flow projections.

SCOPE

The investment policy applies to all financial assets of the South Bayside Waste Management
Authority as accounted for in the Annual Financial Statements. Policy statements outlined in this
document focus on the SBWMA's pooled funds and debt-related funds held by the trustee/ fiscal
agent.

PRUDENCE

The standard to be used by investment officials shall be that of a "prudent investor" and shall be
applied in the context of managing all aspects of the overall portfolio. When investing, reinvesting,
purchasing, acquiring, exchanging, selling, or managing public funds, a trustee shall act with care,
skill, prudence, and diligence under the circumstances then prevailing, including, but not limited to,
the general economic conditions and the anticipated needs of the agency, that a prudent person
acting in a like capacity and familiarity with those matters would use in the conduct of funds of a like
character and with like aims, to safeguard the principal and maintain the liquidity needs of the
agency. Within the limitations of this section and considering individual investments as part of an
overall strategy, investments may be acquired as authorized by law.

It is the SBWMA's full intent, at the time of purchase, to hold all investments until maturity to ensure
the return of all invested principal dollars.

However, it is realized that market prices of securities will vary depending on economic and interest
rate conditions at any point in time. It is further recognized that in a well-diversified investment
portfolio, occasional measured losses are inevitable due to economic, bond market or individual
security credit analysis. These occasional losses must be considered within the context of the overall
investment program objectives and the resultant long-term rate of return.
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South Bayside Waste Management Authority
Investment Policy
Page 2

The Assistant City Manager and Administrative Services Director, Financial Services Manager, and
Principal Analyst of the City of Redwood City (RWC) San-Carles{City)-and other individuals
assigned, as approved by the SBWMA Executive Director and SBWMA Senior Finance Manager to
manage the SBWMA investment portfolio, acting within the intent and scope of the investment policy
and other written procedures and exercising due diligence, shall be relieved of personal
responsibility and liability for an individual security's credit risk or market price changes, provided
deviations from expectations are reported in a timely manner and appropriate action is taken to
control adverse developments.

OBJECTIVES

Safety of Principal

Safety of principal is the foremost objective of the South Bayside Waste Management Authority.
Each investment transaction shall seek to ensure that capital losses are avoided, whether from
securities default, broker-dealer default or erosion of market value. The SBWMA shall seek to
preserve principal by mitigating the two types of risk: credit risk and market risk.

Credit risk, defined as the risk of loss due to failure of the issuer of a security, shall be mitigated by
investing in investment grade securities and by diversifying the investment portfolio so that the
failure of any one issuer does not unduly harm the SBWMA's capital base and cash flow.

Market risk, defined as market value fluctuations due to overall changes in the general level of
interest rates, shall be mitigated by limiting the average maturity of the SBWMA's investment
portfolio to two years, the maximum maturity of any one security to five years, structuring the portfolio
based on historic and current cash flow analysis eliminating the need to sell securities prior to
maturity and avoiding the purchase of long term securities for the sole purpose of short term
speculation.

Liquidity

Historical cash flow trends are compared to current cash flow requirements on an ongoing basis in
an effort to ensure that the SBWMA's investment portfolio will remain sufficiently liquid to enable the
SBWMA to meet all reasonably anticipated operating requirements.

MATURITY MATRIX

Maturities of investments will be selected based on liquidity requirements to minimize interest rate
risk and maximize earnings. Current and expected yield curve analysis will be monitored and the
portfolio will be invested accordingly. The weighted average maturity of the pooled portfolio should
not exceed two years and the following percentages of the portfolio should be invested in the
following maturity sectors:

Maturity Range
Suggested Percentage

1 day to 7 days 10 to 50%

7 days to 180 10 to 30%

180 days to 360 days 10 to 30%

1 year to 2 years 10 to 20%

2 years to 3 years 0 to 20%

3 years to 4 years 0 to 20%

4 years to 5 years 0 to 20%

Over 5 years Board Authorization Required *

SBWMA FINANCE COMMITTEE 05/12/2020 AGENDA ITEM: 5 EXHIBIT A - p2

FULL PACKET PAGE 23 of 141



South Bayside Waste Management Authority
Investment Policy
Page 3

* One exception does exist regarding the investment of bond reserve funds. If, in the opinion of the
Executive Director or the SBWMA Board of Directors, matching the segregated investment portfolio
of the bond reserve fund with the maturity schedule of an individual bond issue is prudent given
current economic analysis, the investment policy authorizes extending beyond the five year maturity
limitation as outlined in this document.

PERFORMANCE EVALUATION

Investment performance is monitored and evaluated by the Investment Advisory Committee, whose
membership is outlined in the following section. Investment performance statistics and activity
reports are generated on a quarterly basis for presentation to the Investment Advisory Committee
and to the SBWMA Board of Directors. Annually, a statement of investment policy, and any
proposed changes to the policy, will be rendered to the Investment Advisory Committee and to the
SBWMA Board of Directors for Board consideration at a public meeting.

The SBWMA'’s investment portfolio is designed to at least attain a market average rate of return
through economic cycles. The market average rate of return is defined as average return on the
Local Agency Investment Fund (assuming the State does not adversely affect LAIF’s returns due to
budget constraints).

DELEGATION OF AUTHORITY

The Joint Powers Authority Agreement of the South Bayside Waste Management Authority and the
authority granted by SBWMA Board assign the responsibility of investing unexpended cash to the
City’s Assistant City Manager and Administrative Services Director_or Principal Analyst. Daily
management responsibility of the investment program may be delegated to the City’s Financial
Services Manager, who shall establish procedures for the operation consistent with this investment
policy.

INVESTMENT OVERSIGHTCOMMITTEE

The Assistant City Manager and Administrative Services Director, Financial Services Manager, and
Principal Analyst (City Treasurer) of the City of Redwood City will provide general oversight and

d|rect|on concerning the AH—WGSM?&HPGGIWHG&GOH&SHH@—M%&—GWS&FF@GAGSJF@BSHF&F

pollcy related to management of the—SBWMA's |nvestments—peet In
con|unct|on Wlth the Cltv s |nvestment adwsorv firm, Fthe FlnanC|aI Servrces Manager shaII net—be

reV|eW and approve quarterly |nvestment reports prepared by the Finance D|V|5|onepantment—ane}

and meet as necessary to discuss changes to the

report or the mvestment strategy. The SBWMA Board WI|| be provided with {rvestment-Committee

quarterly reports for their review

within thirty (30) days following the end of the quarter covered by the report as per Section 53646
(b)(1) of the California Government Code.

ETHICS AND CONFLICTS OF INTEREST

Officers and employees involved in the investment process shall refrain from personal business
activity that conflicts with proper execution of the investment program, or impairs their ability to make
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impartial investment decisions. Additionally the City’s Assistant City Manager and Administrative
Services Director and the Financial Services Manager are required to annually file applicable
financial disclosures as required by the Fair Political Practices Commission (FPPC).

SAFEKEEPING OF SECURITIES

To protect against fraud or embezzlement or losses caused by collapse of an individual securities
dealer, all securities owned by the SBWMA shall be held in safekeeping by a third party bank trust
department, acting as agent for the SBWMA under the terms of a custody agreement. All trades
executed by a dealer will settle delivery versus payment (DVP) through the SBWMA's safekeeping
agent.

Securities held custody for the SBWMA shall be monitored by the City’s Financial Administrative
Services Manager Birestor-to verify investment holdings.

All exceptions to this safekeeping policy must be approved by the City’s Financial Administrative
Services Manager Bireetor-in written form and included in the quarterly reporting to the trvestment
Committee-and-the-SBWMA Board of Directors.

INTERNAL CONTROL

Separation of functions between the City’s Administrative-Services-Director-or-Financial Services
Manager and/er the_Principal Analyst, Senior Accountant, Accountant, Account Technician, and/or
Account Clerk is designed to provide an ongoing internal review to prevent the potential for
converting assets or concealing transactions.

Investment decisions are made by the City’s FinancialAdministrative Services ManagerBirester,
executed by the Principal Analyst, Administrative-Services-Director-orFinancial-Services-Manager
and-confirmed-by-the Senior Accountant, Accountant, Account Technician, and/or Account Clerk.
All wire transfers initiated by the Accountant or Account TechnicianAdministrative-ServicesDirector
or-Finaneial-Services-Manager must be reconfirmed by the appropriate financial institution to the
Financial Services ManagerSenior-Accountant. Proper documentation obtained from confirmation
and cash disbursement wire transfers is required for each investment transaction. Timely bank
reconciliation is conducted to ensure proper handling of all transactions.

The investment portfolio and all related transactions are reviewed and balanced to appropriate
general ledger accounts by the Account TechnicianSerier-Asccountant on a monthly basis. An
independent analysis by an external auditor shall be conducted annually to review and perform
procedure testing on the Agency’s cash and investments that have a material impact on the financial
statements. The FinancialAdministrative Services ManagerBirector-andlortnvestment Committee
shall review and assure compliance with investment process and procedures.

REPORTING

The City’s Financial Administrative-Services Manager Birester-shall review and render quarterly
reports to the lnvestment-Advisory- Committee-and-to-the-Board of Directors which shall include the

face amount of the cash investment, the classification of the investment, the name of the institution
or entity, the rate of interest, the maturity date, the current market value and accrued interest due
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for all securities. The quarterly reports will be submitted to the Board of Directorstrvestment
Commmittee within thirty (30) days following the end of the quarter covered by the report as per
Sectlon 53646 (b)(1) of the Callfornla Government Code

meetlngs W|th|n the 350 day perlod the quarterly report shall be presented to the Board of Directors
at the soonest possible meeting thereafter.

QUALIFIED BROKER/DEALERS

The SBWMA shall transact business only with banks, savings and loans, and with broker/dealers.
The broker/dealers should be primary or regional dealers. The City currently does not maintain a list
of broker/dealers approved to do business with the City. When necessary, the C|ty shall go through
the Request for Proposal processes to select the broker/dealers

Investment staff shall investigate
dealers wishing to do business with the SBWMA to determine if they are adequately capitalized,
have pending legal action against the firm or the individual broker and make markets in the securities
appropriate to the SBWMA's needs. The SBWMA'’s investment policy shall be made available on
the Authority’s website for broker/dealers’ review.

COLLATERAL REQUIREMENTS

Collateral is required for investments in certificates of deposit. In order to reduce market risk, the
collateral level will be at least 110% of market value of principal and accrued interest.

ENVIRONMENTALLY RESPONSIBLE INVESTING|
When possible, the Authority will invest in companies that demonstrate verifiable environmental
stewardship policies that align with the SBWMA'’s Triple Zero goals. These goals are identified in
the Authority’s 2020 Long Range Plan-Guiding Principles and Objectives. They are:
1. Eliminate the disposal of recyclable materials at landfills
2. Eliminate the disposal of organic materials at landfills
3. Minimize Agency greenhouse gas emissions (through measures such as using low-
emission vehicle fuels and reducing the need for materials collection and transfer of
materials).
These goals will allow the Authority’s environmental responsible asset investment to strategically
align with its mission, and with its Member Agencies’ own environmental visions.
AUTHORIZED INVESTMENTS
Investment of SBWMA funds is governed by the California Government Code Sections 53600 et

seq. Within the context of the limitations, the following investments are authorized, as further limited
herein:
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1. United States Treasury Bills, Bonds, and Notes or those for which the full faith and credit of
the United States are pledged for payment of principal and interest. There is no percentage
limitation of the portfolio that can be invested in this category, although a five-year maturity
limitation is applicable.

2. Local Agency Investment Fund (LAIF) which is a State of California managed investment
pool, and San Mateo County Investment pool, may be used up to the maximum permitted
by California State Law. A review of the pool/fund is required when they are part of the list
of authorized investments, with the knowledge that the pool/fund may include some
investments allowed by statute but not explicitly identified in this investment policy.

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

enterprises.| There is_no_percentage limitation of the portfolio that can be invested in this - —'{r d [AK2]: L from Code to replace paragraph }
[ below.

~
Commented [FR3R2]: This should be sufficient and includes
agency mortgage-backed securities.

Commented [AK4]: I recommend deleting this paragraph to
replace it with the paragraph added above, which is directly from
Code and allows investment in federal agencies.

-| Commented [AK5]: The Code language added here applies to
non-agency mortgage backed securities and asset-backed securities
. . . . \ 53601(0). It is my assumption that this policy wants to permit
4. Bills of exchange or time drafts drawn on and accepted by commercial banks, otherwise | jivestment in agency mortgage backed securities only (which are

known as banker's acceptances. Banker's acceptances purchased may not exceed 180 days | permitted by the language T added). As such, I recommend deleting

to maturity or 40% of the cost value of the portfolio. Also, no more than 30% of the agency’s ) s s,
money may be in bankers’ acceptances of any one commercial bank. Commented [FR6R5]: I don’t believe you want non-agency
mortgage backed securities, so this should be deleted.

5. Commercial paper ranked the highest letter and number rating by a nationally recognized
statistical rating organization (NRSRO), such as Standard and Poor’s Ratings Services, Fitch
Ratings, Inc. or Moody’s Investors Services, -and issued by domestic corporations having

equivalent pr better rating on its' long term debentures as provided by NRSRO. Purchases - —[r d [AK7]: | more in line with Code ]

of eligible commercial paper may not exceed 270 days to maturity nor represent more than

10510% of the outstanding paper of the issuing corporation. Purchases of commercial paper - '[ Commented [AK8]: T recommend leaving this at 10%, per Code. ]

may not exceed 25% of the cost value of the portfolio. [No more than 5% of the market value

of the portfolio may be invested in any one issuer), |- —'{r d [AK9]: [ added to address whatIthinkyou}
were trying to accomplish by changing 10% to 5% in prior sentence.

6. Negotiable Certificates of Deposit issued by nationally or state chartered banks (FDIC
insured institutions)), a savings association or a federal association (as defined by Section
5102 of the Financial Code), a state or federal credit union, or by a federally licensed or
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10.

state-licensed branch of a foreign bank.

of negotiable certificates of deposit may not exceed 30% of total portfollo A maturlty '

limitation of five years is applicable. [No more than 5% of the market value of the portfolio

- [ Commented [AK10]: Added this language per Code

may be invested in any one issuer.

Time deposits, non-negotiable and collateralized in accordance with the California
Government Code, may be purchased through banks or savings and loan associations.
Since time deposits are not liquid, no more than 30% of the investment portfolio may be
invested in this investment type. A maturity limitation of five years is applicable.

Medium Term Corporate Notes, with a maximum maturity of five years may be purchased.
Securities eligible for investment shall be rated in a rating category of “A” or the equivalent
or better by an NRSRO. Purchase of medium term notes may not exceed 30% of the market
value of the portfolio and no more than 5% of the market value of the portfolio may be

invested in notes issued by one corporation.-Cemmercial-paper-holdings-sheould-also-be
included-when-caleulating-the-1510%-limitation.

Ineligible investments are those that are not described herein, including but not limited to,
common stocks and long term (over five years in maturity) notes and bonds are prohibited
from use in this portfolio. It is noted that special circumstances arise that necessitate the
purchase of securities beyond the five-year limitation. On such occasions, requests must be
approved by Board of Directors prior to purchase.

Various daily money market funds administered for or by trustees, paying agents and
custodian banks contracted by the SBWMA may be purchased as allowed under State of
California Government Code. Only funds holding U.S. Treasury or Government agency
obligations can be utilized.

The following summary of maximum percentage limits, by instrument, is established for the
SBWMA's total pooled funds portfolio:

Minimum Maximum
Authorized Government | Maximum Credit Maximum in Investment
Investment Type Code Maturity Quality Portfolio in One Issuer
50% to 70% of the
investment
- o
Investment Fund 16429.1 po N/A pp y N/A
Demand SBWMA Board
(LAIF)
Tbut no more than
$675 million ‘
permitted by LAIF
30% to 50% of the
investment
San Mateo County 53684 Upon N/A | portfolio, as N/A
Investment Pool Demand
approved by the
SBWMA Board
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-| Commented [AK11]: Suggest adding this language to increase
safety and it is consistent with the requirement for other credit
sectors in the policy.

- Commented [AK12]: LAIF increased the limit to $75 million
effective January 1, 2020. You may want to consider changing this
to $75 million.
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Treasury Obligations 0
(bills, notes & bonds) 53601(b) 5 Years N/A 100% N/A
US Government
Agency and Federal 53601(f) 5 Years N/A 100% N/A
Agency Securities
Mertgage Pass-
S
EhroughSecuritiesof | 5300100y | 5 Vears AC) 20% Nl |
Bankers’ N o
Acceptances 53601(g) 180 Days N/A 40% 30%
Highest
letter and
. number N N
Commercial Paper 53601(h) 270 Days rating by 25% 5%
an
NRSRO
Negotiable
Certificates of 53601(1) 5 Years N/A 30% 5%
Deposit
Time Certificates of
Deposit — Banks or 53601.8 5 Years N/A 30% N/A
Savings and Loans
Rating
Medium Term category N o
Corporate Notes 53601(k) 5 Years “A” by 30% 5%
NRSRO

DERIVATIVE INVESTMENTS

Derivatives are investments whose value is "derived" from a benchmark or index. That benchmark
can be almost any financial measure from interest rates to commodity and stock prices. The use of
derivatives is prohibited under this policy.

LEGISLATIVE CHANGES

Any State of California legislative action that further restricts allowable maturities, investment type,
or percentage allocations will be incorporated into the South Bayside Waste Management
Authority's Investment Policy and supersede any and all previous applicable language.

INTEREST EARNINGS
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All moneys earned and collected from investments authorized in this policy shall be allocated
quarterly to various fund accounts based on the cash balance in each fund at quarter end as a
percentage of the entire pooled portfolio.

LIMITING MARKET VALUE EROSION

The longer the maturity of securities, the greater their market price volatility. Therefore, it is the
general policy of the SBWMA to limit the potential effects from erosion in market values by adhering
to the following guidelines:

All immediate and anticipated liquidity requirements will be addressed prior to purchasing all
investments.

Maturity dates for long-term investments will coincide with significant cash flow requirements where
possible, to assist with short term cash requirements at maturity.

All long-term securities will be purchased with the intent to hold all investments to maturity under
then prevailing economic conditions. However, economic or market conditions may change, making
it in the SBWMA's best interest to sell or trade a security prior to maturity.

PORTFOLIO MANAGEMENT ACTIVITY

The investment program shall seek to augment returns consistent with the intent of this policy,
identified risk limitations and prudent investment principals. These objectives will be achieved by
use of the following strategies:

Active Portfolio Management. Through active fund and cash flow management, taking advantage
of current economic and interest rate trends, the portfolio yield may be enhanced with limited and
measurable increases in risk by extending the weighted maturity of the total portfolio.

Portfolio Maturity Management. When structuring the maturity composition of the portfolio, the
SBWMA shall evaluate current and expected interest rate yields and necessary cash flow
requirements. It is recognized that in normal market conditions longer maturities produce higher
yields. However, the securities with longer maturities also experience greater price fluctuations when
the level of interest rates change.

Security Swaps. The SBWMA may take advantage of security swap opportunities to improve the
overall portfolio yield. A swap, which improves the portfolio yield, may be selected even if the
transactions result in an accounting loss. Documentation for swaps will be included in the SBWMA
permanent investment file documents.

Competitive Bidding. It is the policy of the SBWMA to require competitive bidding for investment
transactions that are not classified as "new issue" securities. For the purchase of non-"new issue"
securities and the sale of all securities at least three bidders must be contacted. Competitive bidding
for security swaps is also suggested, however, it is understood that certain time constraints and
broker portfolio limitations exist which would not accommodate the competitive bidding process. If
a time or portfolio constraining condition exists, the pricing of the swap should be verified to current
market conditions and documented for auditing purposes.
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POLICY REVIEW

The South Bayside Waste Management Authority's investment policy shall be adopted by resolution
of the Board on an annual basis. This investment policy shall be reviewed at least annually to ensure
its consistency with the overall objectives of preservation of principal, liquidity and yield, and its
relevance to current law and financial and economic trends. Any amendments to the policy shall be
forwarded to Board for approval.

Glossary of Terms
Accrued Interest- Interest earned but not yet received.
Active Deposits- Funds which are immediately required for disbursement.

Amortization- An accounting practice of gradually decreasing (increasing) an asset's book value by
spreading its depreciation (accretion) over a period of time.

Annual Financial Report - The official annual financial report for the SBWMA. It includes five
combined statements and basic financial statements for each individual fund and account group
prepared in conformity with Generally Accepted Accounting Principles (GAAP).

Asked Price- The price a broker dealer offers to sell securities.
Basis Point- One basis point is one hundredth of one percent (.01).
Bid Price- The price a broker dealer offers to purchase securities.

Bond- A financial obligation for which the issuer promises to pay the bondholder a specified stream
of future cash flows, including periodic interest payments and a principal repayment.

Bond Swap — Selling one bond issue and buying another at the same time in order to create an
advantage for the investor. Some benefits of swapping may include tax-deductible losses,
increased yields, and an improved quality portfolio.

Book Entry Securities — Securities, such stocks held in “street name,” that are recorded in a
customer’s account, but are not accompanied by a certificate. The trend is toward a certificate-free
society in order to cut down on paperwork and to diminish investors’ concerns about the certificates
themselves. All the large New York City banks, including those that handle the bulk of the
transactions of the major government securities dealers, now clear most of their transactions with
each other and with the Federal Reserve through the use of automated telecommunications and the
“book-entry” custody system maintained by the Federal Reserve Bank of New York. These banks
have deposited with the Federal Reserve Bank a major portion of their government and agency
securities holdings, including securities held for the accounts of their customers or in a fiduciary
capacity. Virtually all transfers for the account of the banks, as well as for the government securities
dealers who are their clients, are now effected solely by bookkeeping entries. The system reduces
the costs and risks of physical handling and speeds the completion of transactions.

Bearer and Registered Bonds - In the past, bearer and registered bonds were issued in paper form.
Those still outstanding may be exchanged at any Federal Reserve Bank or branch for an equal
amount of any authorized denomination of the same issue. Outstanding bearer bonds are
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interchangeable with registered bonds and bonds in “book-entry” form. That is, the latter exist as
computer entries only and no paper securities are issued. New bearer and registered bonds are no
longer being issued. Since August 1986, the Treasury’s new issues of marketable notes and bonds
are available in book-entry form only. All Treasury bills and more than 90% of all other marketable
securities are now in book-entry form. Book-entry obligations are transferable only pursuant to
regulations prescribed by the Secretary of the Treasury.

Book Value- The value at which a debt security is shown on the holder's balance sheet. Book value
is acquisition cost less amortization of premium or accretion of discount.

Broker — In securities, the intermediary between a buyer and a seller of securities. The broker, who
usually charges a commission, must be registered with the exchange in which he or she is trading,
accounting for the name registered representative.

Certificate of Deposit- A deposit insured up to $250,000 by the FDIC at a set rate for a specified
period of time.

Collateral- Securities, evidence of deposit or pledges to secure repayment of a loan. Also refers to
securities pledged by a bank to secure deposit of public moneys.

Constant Maturity Treasury (CMT) - An average yield of a specific Treasury maturity sector for a
specific time frame. This is a market index for reference of past direction of interest rates for the
given Treasury maturity range.

Coupon- The annual rate of interest that a bond's issuer promises to pay the bondholder on the
bond's face value.

Credit Analysis- A critical review and appraisal of the economic and financial conditions or of the
ability to meet debt obligations.

Current Yield- The interest paid on an investment expressed as a percentage of the current price of
the security.

Custody- A banking service that provides safekeeping for the individual securities in a customer's
investment portfolio under a written agreement which also calls for the bank to collect and pay out
income, to buy, sell, receive and deliver securities when ordered to do so by the principal.

Delivery vs. Payment (DVP) - Delivery of securities with a simultaneous exchange of money for the
securities.

Discount- The difference between the cost of a security and its value at maturity when quoted at
lower than face value.

Diversification- Dividing investment funds among a variety of securities offering independent returns
and risk profiles.

Duration- The weighted average maturity of a bond's cash flow stream, where the present value of
the cash flows serve as the weights; the future point in time at which on average, an investor has
received exactly half of the original investment, in present value terms; a bond's zero-coupon
equivalent; the fulcrum of a bond's present value cash flow time line.
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Fannie Mae- Trade name for the Federal National Mortgage Association (FNMA), a U.S. sponsored
corporation.

Federal Reserve System- The central bank of the U.S. that consists of a seven member Board of
Governors, 12 regional banks and approximately 3,000 commercial banks that are members.

Federal Deposit Insurance Corporation (FDIC) - Insurance provided to customers of a subscribing
bank that guarantees deposits to a set limit (currently $250,000) per account.

Fed Wire- A wire transmission service established by the Federal Reserve Bank to facilitate the
transfer of funds through debits and credits of funds between participants within the Fed system.

Freddie Mac- Trade name for the Federal Home Loan Mortgage Corporation (FHLMC), a U.S.
sponsored corporation.

Ginnie Mae- Trade name for the Government National Mortgage Association (GNMA), a direct
obligation bearing the full faith and credit of the U.S. Government.

Inactive Deposits- Funds not immediately needed for disbursement.
Interest Rate- The annual yield earned on an investment, expressed as a percentage.

Investment Agreements- An agreement with a financial institution to borrow public funds subject to
certain negotiated terms and conditions concerning collateral, liquidity and interest rates.

Liquidity- Refers to the ability to rapidly convert an investment into cash.
Market Value- The price at which a security is trading and could presumably be purchased or sold.

Maturity- The date upon which the principal or stated value of an investment becomes due and
payable.

Nationally Recognized Statistical Rating Organizations (NRSRO): A U.S. Securities & Exchange
Commission registered agency that assesses the creditworthiness of an entity or specific security.
NRSRO typically refers to Standard and Poor’s Ratings Services, Fitch Ratings, Inc. or Moody’s
Investors Services.

New Issue- Term used when a security is originally "brought" to market.

Perfected Delivery- Refers to an investment where the actual security or collateral is held by an
independent third party representing the purchasing entity.

Portfolio- Collection of securities held by an investor.
Primary Dealer- A group of government securities dealers that submit daily reports of market activity
and security positions held to the Federal Reserve Bank of New York and are subject to its informal

oversight.

Purchase Date- The date in which a security is purchased for settliement on that or a later date.
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Rate of Return- The yield obtainable on a security based on its purchase price or its current market
price. This may be the amortized yield to maturity on a bond or the current income return.

Repurchase Agreement (REPO) - A transaction where the seller (bank) agrees to buy back from
the buyer (SBWMA) the securities at an agreed upon price after a stated period of time.

Reverse Repurchase Agreement (REVERSE REPO) - A transaction where the seller (SBWMA)
agrees to buy back from the buyer (bank) the securities at an agreed upon price after a stated period
of time.

Risk- Degree of uncertainty of return on an asset.
Safekeeping- see custody.

Sallie Mae- Trade name for the Student Loan Marketing Association (SLMA), a U.S. sponsored
corporation.

Secondary Market- A market made for the purchase and sale of outstanding issues following the
initial distribution.

Settlement Date- The date on which a trade is cleared by delivery of securities against funds.

Time Deposit— A deposit in an interest-paying account that requires the money to remain on account
for a specific length of time. While withdrawals can generally be made from a passbook account at
any time, other time deposits, such as certificates of deposit, are penalized for early withdrawal.

Treasury Obligations- Debt obligations of the U.S. Government that are sold by the Treasury
Department in the forms of bills, notes, and bonds. Bills are short-term obligations that mature in
one year or less. Notes are obligations that mature between one year and ten years. Bonds are
long-term obligations that generally mature in ten years or more.

U.S. Government Agencies- Instruments issued by various US Government Agencies most of which
are secured only by the credit worthiness of the particular agency.

Yield- The rate of annual income return on an investment, expressed as a percentage. It is obtained
by dividing the current dollar income by the current market price of the security.

Yield to Maturity- The rate of income return on an investment, minus any premium or plus any
discount, with the adjustment spread over the period from the date of purchase to the date of
maturity of the bond, expressed as a percentage.

Yield Curve- The yield on bonds, notes or bills of the same type and credit risk at a specific date for
maturities up to thirty years.
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A Public Agency

STAFF REPORT
To: SBWMA Board Members
From: John Mangini, Senior Finance Manager
Date: May 12, 2020 Finance Committee Meeting
Subject: Proposed Work Plan Transitioning the South Bayside Waste Management Authority’s Financial
Systems from a Fiscal Year Accounting Period Ending June 30, to Calendar Year Accounting
Period Ending December 31.

Board Action
It is recommended that the SBWMA Board of Directors approve Resolution No. 2020-XX attached hereto
authorizing the following action:

Approve transitioning from Fiscal Year Accounting Period Ending June 30, to Calendar Year Accounting
Period Ending December 31, commencing on January 1, 2021.

Summary
Staff is presenting this Work Plan to transition from the SBWMA's current Fiscal Year-based Accounting Period

ending June 30, to a Calendar Year-based Accounting Period beginning January 1, 2021. The purpose of this
transition is to align the Authority’s Budget Year with its Member Agency’s rate year format, and the Authority’s
major vendor contracts, which are all based on a calendar year. Those contracts include the collection operation’s
franchise agreement through December 31, 2035 (Recology); the Shoreway facility’s operations agreement
through December 31, 2023 (SBR); and the authority’s major disposal and processing contracts. With all major
expenses being based on a calendar year, it is sensible and logical to align the Authority’s accounting period and
budget cycle to the same time period.

Analysis
It has been a longstanding aspiration of the Board, the Finance Committee, TAC members, and Staff to transition

the Authority’s financial and reporting systems from a Fiscal Year Accounting Period ending June 30 to Calendar
Year Accounting Period, to better align with the Authority’s major contracts and Member Agency’s rate-setting
calendars which all operate on a calendar year basis, including:

e Each Member Agency’s annual SBWMA System Revenue Requirement is calculated on a calendar year,
and all Member Agencies set rates for their rate payers on a calendar year to meet their Proposition 218
noticing requirements.

e The annual Compensation Application Adjustment review process for the Member Agency’s collection
franchise agreements with Recology and the facility operations agreement with South Bay Recycling are
both performed on a calendar year basis.

e The Authority’s disposal rates with Ox Mountain Landfill (MSW) and material processing rates with Newby
(Organics), Blossom Valley North (Organics) and Zanker (C&D) are all contractually adjusted on a
calendar year.
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2020 Property - Insurance Summary
For: South Bayside Waste Management Authority
Exec: John D O'Neill | Rep: June Tong | May 4, 2020

RENEWAL JULY 1, 2020 TO JULY 1, 2021 TERM

All layers total to: $60,000,000 Total Limits

Deductible; | $500,000 | Premium: $

Deductible: $1,000,000 | Premium: $

Equipment Breakdown $60,000,000 Limit

Carrier: Continental Casualty Co
Deductible: $500,000 Premium: $
Deductible: $1,000,000 | Premium: $25,322.00
TOTAL PREMIUM:
DEDUCTIBLE: $500,000 $
DEDUCTIBLE: $1,000,000 $

Please note, this is contingent on being loss free until the 7/1/20 renewal date and no events occurring, EQ,
Hurricanes etc. In the event of an occurrence, the underwriters may need to reconsider their position. In all cases,
the company quotes (plus the miscelleneous tax & fees) apply.

This is a summary of your insurance coverage and is provided as a convenience to facilitate your understanding of your insurance coverage. This document does not include all
of the coverage terms, conditions, limitations and exclusions and it is not intended to replace or supersede your insurance policies. You should review your entire policy
carefully. This document is provided for informational purposes only and does not create a binding contract. RSC Insurance Brokerage, Inc. makes no
representation that the coverage purchased addresses all potential risks and makes no statement about the adequacy of the liability limits herein.
CA License#: OF06675
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2020 Property - Insurance Summary
For: South Bayside Waste Management Authority
Exec: John D O'Neill | Rep: June Tong | May 4, 2020

Marketing Survey

Markets approached that might provide us with a quote:

AmWins — Ineligible under both programs
ReCycle Guard
APU Waste Haulers program:
Great Divide Insurance Company
Nautilus Insurance Company

Sompo International
Through Surplus Lines Markets:

List to follow

This is a summary of your insurance coverage and is provided as a convenience to facilitate your understanding of your insurance coverage. This document does not include all
of the coverage terms, conditions, limitations and exclusions and it is not intended to replace or supersede your insurance policies. You should review your entire policy
carefully. This document is provided for informational purposes only and does not create a binding contract. RSC Insurance Brokerage, Inc. makes no
representation that the coverage purchased addresses all potential risks and makes no statement about the adequacy of the liability limits herein.
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2020 Property - Insurance Summary

For: South Bayside Waste Management Authority
Exec: John D O'Neill | Rep: June Tong | May 4, 2020

Coverage Considerations

The following coverages are not purchased or handled by us. Please contact us if you would like a
quote on any of these coverages.

General Liability: Bodily injury and/or property damage coverage as respects suits brought by third parties,
which the Named Insured may be found legally obligated to pay

Employee Benefits Liability: Protects against suits by employees (or estate) for misinforming about benefits.

Umbrella Liability: Catastrophe liability coverage in excess of basic third party liability policies. (General Liability,
Automobile, Employer Liability, etc.)

International Property, Liability, Auto & Foreign Voluntary Workers Compensation: Exposures outside of the US
and its territories. There are many countries that require local, admitted coverage for permanent locations.

Flood and/or Earthquake: Damage to real or personal property and resulting loss of earnings, etc.

Business Interruption/Rental Income: Loss of net profit, before taxes, plus continuing expense.

Contingent Business Interruption/Extra Expense: Loss of net profit, before taxes, resulting from damage or
destruction of suppliers or customers.

Off Premises Service Interruption - Power, Communication and Water: Business Income Loss and Direct
Damage.

Extra Expense: Expenses to continue operations after a loss, which are above those normal to the business.

Valuable Papers: Cost to reproduce or reconstruct valuable documents.

Accounts Receivable: Uncollectible receivables in event of a loss plus cost to reproduce and interest expense.

Ordinance or Law Coverage on Building: Enforcement of any ordinance or law regulating the construction, use
or repair of property. Undamaged Portion of Building; Demolition; Increase Cost of Construction.

Real & Business Personal Property: Direct physical loss to your building, office contents, equipment or stock, etc

Landlord’s Property: If applicable, as a tenant, you may be contractually responsible to insure the building glass,
fixtures, HVAC, and permanently attached machinery and equipment, etc.

Spoilage: Food, medicine and or chemical loss due to equipment breakdown.

Fine Arts: Damage or loss to property that is rare or has historic/artistic value.

Ocean Cargo Coverage: Covers shipments made to or from any place in the world when shipped at your own risk
or on your behalf by others. It can also include Foreign & Domestic Inland Transit and Warehouse Coverage.

Transit: Domestic shipments made at your risk anywhere in the United States or Foreign Inland transit shipments
outside of the US.

Boilers and other Steam Pressure Vessels and System Breakdown/Equipment Breakdown: Explosion or sudden
and accidental breakdown and resultant loss of earnings, this can be extended to other equipment such as
miscellaneous electrical apparatus, air conditioning equipment, etc.

Data Processing Hardware and/or Media: Direct damage and resulting extra expense.

Plate Glass: Breakage by any means.

Water Damage: Sewer and Drains Backup and Underground Water Seepage.

Terrorism Risk Coverage: Coverage for Certified Acts of Terrorism

Fidelity: Loss of money or other property from an employee's dishonest act.

Depositors Forgery: forgery or alteration of checks, etc. by anyone.

This is a summary of your insurance coverage and is provided as a convenience to facilitate your understanding of your insurance coverage. This document does not include all
of the coverage terms, conditions, limitations and exclusions and it is not intended to replace or supersede your insurance policies. You should review your entire policy

carefully. This document is provided for informational purposes only and does not create a binding contract. RSC Insurance Brokerage, Inc. makes no

representation that the coverage purchased addresses all potential risks and makes no statement about the adequacy of the liability limits herein. Page 16 of 18
CA License#: OF06675

SBWMA FINANCE COMMITTEE PACKET 05/12/2020 AGENDA ITEM: 8 ATTACHMENT B - p16
FULL PACKET PAGE 62 of 141




2020 Property - Insurance Summary

For: South Bayside Waste Management Authority
Exec: John D O'Neill | Rep: June Tong | May 4, 2020

Coverage Considerations Cont.

Money & Securities: Loss of money or securities by any means.

ERISA Bond: Mandatory Dishonesty Coverage equal 10% of your pension plan assets.

Computer and Funds Transfer Fraud: Cybercriminals targeting business email and IT systems as entry points
for fraud, data theft and other malicious activities. The attacks take a variety of forms; from malware to hackers
posing as a CFO or controller asking an employee to wire funds. Include Social Engineering coverage as well.

Social Engineering: direct loss from the transferring, paying or delivering of money or securities by the
intentional misleading of an employee by a person purporting to be a vendor, client, employee or authorized
person through the use of a communication. This coverage may be added to either the security or
privacy/cyber or crime policy.

Hired & Non-Owned Auto Liability: Coverage for vehicle rented, leased or borrowed by the corporation for 3™
party liability only.

Hired Auto Physical Damage: Property damage to a hired vehicle.

Drive Other Car Coverage: Liability for Named Individuals on an Automobile policy. (This coverage is necessary
for employees, directors, officers, owners, and their families that do not have a personal Automobile policy).

Commercial Automobile Coverage: Physical loss/damage and Liability to owned business vehicles.

Workers' Compensation Coverage: This coverage is mandatory in ALL STATES if you have any employees. If
any of your employees are not currently covered under Workers' Compensation, please notify us immediately.

Stop Gap Liability: Employers' Liability Coverage for Monopolistic Workers' Compensation States. This
coverage is needed if you have payroll in any of the following Monopolistic States: ND, OH, WA, and WY.

Disability Benefits Liability: This coverage is mandatory in the states of New York, New Jersey, California,
Hawaii, and Puerto Rico if you have any employees. Please notify our office immediately if you have
employees in any of these states and currently do not have a Disability Benefits Liability Policy.

Product Recall: Covers expenses associated with recalling a product from the market. Product recall insurance
is typically purchased by manufacturers such as food and beverage, toy and electronics companies to cover
costs such as customer notification, shipping costs and disposal costs.

Restaurant Recovery Insurance/Food Contamination, Tampering, Publicity: Accidental contamination or any
publicity in connection with an actual contamination; Malicious tampering (i.e. glass intentional put into
bread); Product extortion (i.e. threat by disgruntled employee to contaminate); Adverse publicity and baseless
adverse publicity.

Product Contamination: Provides coverage for recall-related expenses, loss of gross profits, rehabilitation
expense and crisis response in the event of product tampering and accidental product contamination.

Fiduciary Liability: Protects the administrators of ERISA plans against 3rd party suits alleging wrongful
management or breach of duties concerning the plan assets.

Professional Liability: Any economic damages resulting from alleged negligence or failure to render your
professional services to others.

Media Liability: Protects against claims alleging defamation, libel, slander, infringement of trademark and
copyright, invasion of privacy arising from any content created and disseminated by you whether electronically
or in print.

Intellectual Property: Provides coverage for infringement of patent, copyright, trademark, service mark or
trade name or unfair competition based upon actual or alleged infringement of patent, copyright, trademark,
service mark or trade name.

This is a summary of your insurance coverage and is provided as a convenience to facilitate your understanding of your insurance coverage. This document does not include all
of the coverage terms, conditions, limitations and exclusions and it is not intended to replace or supersede your insurance policies. You should review your entire policy

carefully. This document is provided for informational purposes only and does not create a binding contract. RSC Insurance Brokerage, Inc. makes no

representation that the coverage purchased addresses all potential risks and makes no statement about the adequacy of the liability limits herein. Page 17 of 18
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2020 Property - Insurance Summary

For: South Bayside Waste Management Authority
Exec: John D O'Neill | Rep: June Tong | May 4, 2020

Coverage Considerations Cont.

Security & Privacy Liability/Cyber: Protects against claims alleging a failure in maintaining your network
security and the private information of others. This policy also provides reimbursement for expenses directly
incurred by you including forensic costs, statutory notification, and credit monitoring.

Employment Related Practices Liability: Protects against suits by employees including former and prospective
employees alleging wrongful termination, discrimination, and sexual harassment. Also may be able to include
wage and hour claims and third party coverage. These types of losses are excluded from general liability and
workers compensation policies.

Directors and Officers Liability: Affords protection for Directors & Officers (profit & non-profit) as respects to
their business decisions for the corporation.

Employed Lawyers Liability: coverage that is tailored specifically to in-house counsel which will protect in-
house counsel in the event a claim or suit alleges wrongful conduct on their part in the capacity as legal counsel
to the company.

Group Travel: Accidental death or dismemberment coverage for business or pleasure travel.

Kidnap and Ransom: Reimbursement for monies paid to kidnappers or extortionists.

Environmental Impairment Liability: Pollution Liability from contamination of an environment by substances
regarded as pollutants (an irritant or contaminant, whether in solid, liquid, or gaseous form, including-when
they can be regarded as an irritant or contaminant-smoke, vapor, soot, fumes, acids, alkalis, chemicals, and waste).

Tank Liability: 3" party liability and clean-up costs for above or underground storage tanks

Fine Art Title Insurance: Object specific coverage against questions of legal ownership, government seizure and
liens from previous owners. Policy provides for defense costs in addition to insuring the value of an artwork.

Available Life and Health Products:

e Employee Benefits programs

e Life (Permanent and Term)

e Key Person/Buy-Sell/Deferred Compensation

e Estate Planning

e Long Term Care

e Disability Key person/Buy-Out/Overhead Expense
e Annuities

e Asset Protection

o 100% Executive Medical Reimbursement Plan.

Available Coverages for Individuals:

Homeowners

Co-ops

Condominiums

Vacation and Second Residence
Excess Liability Automobiles
Aircraft, Watercraft

Jewelry and Fine Arts

This is a summary of your insurance coverage and is provided as a convenience to facilitate your understanding of your insurance coverage. This document does not include all
of the coverage terms, conditions, limitations and exclusions and it is not intended to replace or supersede your insurance policies. You should review your entire policy

carefully. This document is provided for informational purposes only and does not create a binding contract. RSC Insurance Brokerage, Inc. makes no

representation that the coverage purchased addresses all potential risks and makes no statement about the adequacy of the liability limits herein. Page 18 of 18
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2020 Property - Insurance Summary
For: South Bayside Waste Management Authority
Exec: John D O'Neill | Rep: June Tong | May 4, 2020

Office Locations

Risk Strategies Company
160 Federal Street ® Boston, MA 02110

(617) 330-5700

Atlanta, GA
(678) 690-5990

Baltimore, MD
(410) 561-3593

Birmingham, AL
(205) 979-7389

Boston, MA
(617) 330-5700

Boston Metro, MA
(781) 986-4400

Chicago, IL
(312) 506-8860

Cleveland, oH
(877) 862-4755

Cocoa, FL
(321) 459-9905

Dallas, TX
(214) 503-1212

Estero, FL
(239) 949-1888

Fort Lauderdale, FL
(954) 525-0582

Hollywood, FL
(954) 963-6666

Irvine, CA
(949) 242-9240

Long Island, NY
(516) 858-5770

Los Angeles, cA
(818) 623-5400

Marco Island, FL
(239) 963-2344

Memphis, TN
(901) 820-0400

Miami, FL
(954) 399-5243

Miami, FL
(305) 446-2271

Minneapolis, MN
(612) 766-9780

New Rochelle, NY
877-862-4755

New York, NY
(212) 867-3550

Nashville, TN
(615) 383-0072

Newport, RI
(401) 619-4790

Newport Beach, cA
(866) 532-7490

Northbrook, IiL
(847) 412-1013

Portsmouth, NH

(603) 778-8985

Providence, RI
(401) 831-1463

R. Palm Beach, FL
(561) 784-5445

Sacramento, CA
(916) 367-4310

San Diego, CA
(858-792-4000

San Francisco, CA

(650) 762-0400

Sarasota, FL
(941) 929-1598

Schenectady, NY
(518) 377-4904

Teaneck, NJ
(201) 837-1100

Tampa, FL
(813) 287-8300

Worcester, MA

(508) 798-0893

This is a summary of your insurance coverage and is provided as a convenience to facilitate your understanding of your insurance coverage. This document does not include all
of the coverage terms, conditions, limitations and exclusions and it is not intended to replace or supersede your insurance policies. You should review your entire policy
carefully. This document is provided for informational purposes only and does not create a binding contract. RSC Insurance Brokerage, Inc. makes no

representation that the coverage purchased addresses all potential risks and makes no statement about the adequacy of the liability limits herein.
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