PROPOSED BUDGET

2018/19



INTRODUCTION:

The proposed budget is being presented with the assumption that the proposed rates will be
adopted. Although we had incurred approximately $80,000 in new expense approved by the
Board after the 2017/18 budget was adopted, our bottom line expenses only were about $16,800
more. This was achieved because several items came in less than projected which I would like to

highlight:

Insurance - The expenses were less due do two reasons.
o The experience modification factor (“mod” factor) in the Workers’ Comp
Program was reduced from 1,78 to ,78.
o The District received nearly $9,000 in premium refunds in the Liability Program
in April 2018 which was not anticipated. Refunds are based on claims the JPIA
has received and paid out over the last five years.

Professional Administrative Fees — This expense was significantly less due to the State
Water Board adopting a fee schedule that benefits small districts. However, part of the
new regulations adopted allows them to adjust their fees anytime by an emergency

regulation process.
o Forthe 2018/19 budget and future years, | have accounted for a fee increase.

Professional Meetings - With the failed 2017 increase, the Board decided not to attend
any conferences in 2017/18 which kept the Professional Meetings to a minimum. While
this was necessary given our circumstances, I do not recommend that the District keep
with this policy. The Association of California Water Agencies and the ACWA/Joint
Powers Insurance Authority have board meetings during the conference and the District
needs to have representation present to vote on our behalf. Also, the training and the
connections made at conference are beneficial to the District.

Most accounts are self-explanatory as to what is included in that line item. There are four
accounts that may need some explanation. Below is a chart of the four accounts and items that
are typically included in each account:

Professional Professional Dues
Office Expense Repairs & Maintenance Administration {Organizations)
Rent (Maryal) ‘ Leak Repairs SWRCB - Annual Fees AWWA
Phone Service Field Equipment NPDES annual permit ACWA
Internet {both) Field Supplies CalPERS-Actuarial Report  CSDA
Sewer & garbage {Lusk)  Gas for vehicles LAFCo Fees CRWA
Postage Vehicle repairs/maintenance  Air Quality Permits RWA
Printing Dump fees Encroachment Parmits RWA Lobby Program
Printer supplies Chlorine SGA
Computers & supplies Lubrication oil SAWWA
Maintenance/Repairs to
Office supplies wells
Answering service Cellular mobile service
Office furniture (if any)  Tesco Service Contract
GASB 75 valuations Agua Sierra Service Contract
Website Permit for sewer discharge

Qutreach



As you review the Revenue for the Operations & Maintenance, I tried to make is easier to
understand. The “Reserves” are, of course, estimated from the 2017/18 fiscal year forward.
However, with this format, [ believe you can look at the audit and adjust each as in the 2016/17
actual. Please note that the “revenue” is what is charged for the year and is not what is actually
collected. Again, these are estimates but I believe you can follow the audit numbers and adjust
each year. The following year budgets will be adjusted with the actuals from the previous year
audit.

The Planned System Maintenance budget is rather simple. In the 2017/18 fiscal year, we only
had the Well #7 project. We hope fo finish the work and have the well back on line by June 30,
2018; however, the flushing clement has been a challenge due to the lot size and the actual
flushing may take longer than anticipated. If it does not get finished, some of the $18,000
expenses for the year may need to be carried forward to the 2018/19 fiscal year. Iincluded
SCADA and fencing for 2018/19 at Well #7. SCADA may be necessary if usage increases or
other conditions occur in our production system and we need to operate the well on a more
continuous basis. The SCADA controls will be housed in a locked cabinet; however, if
vandalism occurs, fencing the site may be necessary. The debt service payment amount is
assuming the Board adopts the refinancing of the existing bond. Again, these are estimates. The
budget amount for consultants may be high but the scope of work has not yet been determined by
the Board; please remember a budget is a planning document and it is better to plan high on
expenses than too low. For the 2019/20, I expect that we may need to have another rate study
performed to address the “Planned System Maintenance” rate. This amount includes a rate study
as well as the Proposition 218 expense.

RECOMMENDATIONS:

I recommend approval of the 2018/19 budget. I also recommend that the approval comes with
the Board giving two directions to the Manager as follows:

1. As mentioned in my revenue comments, I feel with the adoption of this budget, we discuss
assigning a percentage for each job classification to O&M and PSM in order to account for
employee compensation expense spent on operations and planned system maintenance. [
recommend the Board direct the Manager to have this as a discussion item for the July or August
Board meeting,

2. The Board made a policy decision to fund the CalPERS unfunded pension liabilities at
85%. CalPERS has made changes to the Unfuinded Accrued Liability (UAL) policy and can
prepare accelerated funding options for agencies. An agency can request the CalPERS actuary to
perform valuations to achieve different goals as long as the changes do not result in a deferral of
funding. My recommendation is for you to direct the Manager to contact CalPERS and request
an actuary study be perform to meet the 85% funding, possibly at different amortization
schedules in order to determine the best scenario for the District.
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