JOSHUA PASIN
ATEK DISTRICT

It’s the Water!

REGULAR FINANCE COMMITTEE MEETING
MONDAY, JUNE 26, 2017 AT 9:00 AM
61750 CHOLLITA ROAD, JOSHUA TREE, CA 92252

e —

AGENDA
1. CALL TO ORDER

2. PLEDGE OF ALLEGIANCE

3. DETERMINATION OF QUORUM
4. APPROVAL OF AGENDA

5. PUBLIC COMMENT

6. APPROVE MINUTES OF THE PRIOR COMMITTEE MEETING
Page 2 e Regular Finance Committee Meeting Draft Minutes of May 24, 2017

Page 3 7. REVIEW SALARY SCHEDULE- Receive for information and send to the Board of
Directors for approval.

Pages 4-6 8. DISCUSSION ON THE RATE STUDY - Receive for information and send to the Board of
Directors for approval.

Pages 7-28 9. DISCUSS MID BUDGET REVIEW - Receive for information and send to the Board of
Directors for approval. (Finance Committee first reviewed and approved at the May 24,
2017 meeting).

10. STAFF REPORT

11. ADJOURNMENT

INFORMATION

During "Public Comment”, please use the podium microphone. State your name and have your information prepared and be ready to
provide your comments. The District is interested and appreciates your comments. A 3-minute time limit will be imposed. Thank you.
Any person with a disability who requires accommodation in order to participate in this meeting should telephone Joshua Basin Water
District at (760) 366-8438, at least 48 hours prior to the meeting in order to make a request for a disability-related modification or
accommodation. Materials related to an item on this Agenda submitted to the Committee after distribution of the agenda packet are
available for public inspection in the District’s office located at 61750 Chollita Road, Joshua Tree, California 92252 during normal
business hours.
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JOSHUA BASIN WATER DISTRICT
Minutes of the
REGULAR MEETING OF THE FINANCE COMMITTEE
Wednesday, May 24, 2017
61750 Chollita Road, Joshua Tree, CA 92252

1. CALL TO ORDER 9:20 am,
2. PLEDGE OF ALLEGIANCE
Committee Members Present:  Mickey Luckman, President
Bob Johnson, Vice President

Staff Present: Curt Sauer, General Manager
Susan Greer, Assistant General Manager/Controlier
Anne Roman, Accountant

Consultant Present:

Guests: 1

3. DETERMINATION OF QUORUM
A quorum is present.

4. APPROVAL OF AGENDA
MSC/Johnson/Luckman 2/0 to approve the agenda for the May 24, 2017 Regular Meeting of
the Finance Committee.

S. PUBLIC COMMENT
None

6. APPROVE MINUTES OF THE PRIOR COMMITTEE MEETING -

MSC/Johnson/Luckman 2/0 to approve the minutes of April 26, 2017 Regular Meeting of the
Finance Committee.

7. REVIEW JOB DESCRIPTION AND SALARY FOR REGULATORY COMPLIANCE
ADMINISTRATIVE ANALYST - Receive for information only. Information was received on
the new position and a brief discussion followed. Job description will be forwarded to the
Board for approval.

8. DISCUSSION ON THE RATE STUDY- Receive for information only.

The Committee received information and will be forwarded to the Board for approval.

9. STAFF REPORT - GM Sauer updated the Committee about a customer and discussed new meter
quotes from vendors. The analysis results of the meter testing is in but have not had a chance to discuss
it.

10. ADJOURNMENT -

MSC Johnson/Luckman to adjourn the regular meeting of the Finance Committee at 9:55 a.m.
Respectfully submitted:

Susan Greer, Assistant General Manager/Controller

Regular Meeting of the Finance Committee
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JOSHUA BASIN WATER DISTRICT
MEETING AGENDA REPORT

Finance Committee Meeting June 26, 2017

Reportto:  Committee
Prepared by: Curt Sauer

TOPIC: DISCUSSION ON RATE STUDY ALTERNATIVES FOR CHROMIUM 6, CAPITAL
IMPROVEMENT PLAN, WATER RECHARGE, RESERVE FUNDS AND OTHER ITEMS

RECOMMENDATION:

That the Board approve the proposed alteratives for analysis by the rate study consultant or direct the
General Manager to amend or add to alternatives.

ANALYSIS:

Preliminary information has been provided to the rate consultant. However, we need direction from the
Board on which alternatives to analyze concerning Chromium 6, Capital Improvement Plan (CIP),
Water Recharge amounts and adjustments to Reserve Funds.

Determination of costs associated with Chromium 6 infrastructure construction, as well as annual
operation and maintenance costs can now be estimated. Options could include $15,000,000 for
construction using anion exchange. However at this point it appears likely that we will not use anion
exchange. Rather Stannous Chloride treatment appears to be effective and significantly less expensive,
ranging from $7 to $10 million for construction. Depending on the level of rick the Board wants to
take, it may even be a possible alternative that construction of $10 M could all be covered by state
grants. The alternatives will be presented at the board meeting.

Another large variable for consideration is how much of the CIP implementation. The approved 2016
CIP indicates annual needs of $2.5 M for repair and replacement of wells, boosters, SCADA and
mainlines. The Board should consider if they wish to have an analysis, which includes implementation
of this $2.5 M per year, phase in the costs over 5 years, or establish a rate that does not fully fund the
CIP.

The CIP does not include ALL capital improvements, only those related to mainlines, welis, booster
stations and reservoirs. Emergency generator replacement (shouid it become another unfunded
mandate) may need funding in 2020. Meter replacement is another item, costing an estimated $2M to
replace all meters over the age of 15 years. A phased in 5 year plan would need $400,000 per year.

Another consideration is the level of Reserve Funding the Board may wish to establish. It has been
over 10 years since the original reserve levels were set for Equipment and Technology, Wells, Pumps
and Boosters. The Emergency and Opportunity reserve fund levels appear to be adequate. One more
rate study consideration is reserves.

Regular Meeting of the Finance Committee
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Staff will review funding fevels to determine adequacy and bring recommendations to the Board
recommend increases as appropriate. For example, we are currently funding approximately $26,000
per year for building reserves, which should cover replacement or expansion of both the office and the
shop buildings. In 10 years, we will have $260,000 in reserves for this purpose and $520,000 in 20
years, not near enough to replace either building, should that be needed before 20 years.

In addition, Staff has recognized the need for a few more replacement reserves, but no funding has yet
been established: Meter replacement (+$150,000 per year) and Studies/Reports (UWMP, Master Plan,
Staffing studies, etc.) (Est. $50,000 per year.)

Water recharge is another alternative that should be addressed. We are currently funding recharge of
500 acre feet per year and want to increase that amount over time. Even 1,000 acre feet of recharge per
year is not as much as we are extracting from the aquifer in the same timeframe, and that would be an
additional cost of $268,000 per year at today’s prices.

The information above outlines several significant factors that will impact water rates:

Chromium 6 implementation
Capital Improvement Plan
Reserves

Water recharge

We need to narrow down some of these options so that we can begin to develop alternatives for rates.

As an example, we could have three different Capital Improvement Plan funding options ($500,000,
$1,500,000, $2,500,000) and three different water recharge options (500 AF, 1000 AF, 1500 AF) and
two reserve options (increase by $200,000, and $500,000) and two Chromium 6 implementation
options ($7M loan, $10M loan,) which would result in dozens of different total costs and rate
structures. Every rate study requires consideration of alternatives, but that is far too many.

We need to think through the options, make some assumptions, and come up with about three or four
alternatives. We will definitely want to incorporate the alternative that includes the highest cost for
each option, which will provide the best-management scenario rate structure. QOnce we have narrowed
down the alternatives and we see what those rates look like, we can adjust as we move forward.

Alternatives, displayed in a matrix are still being constructed by staff and will be shared at the Board
meeting.

FISCAL IMPACT:
N/A

Regular Meeting of the Finance Committee
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JOSHUA BASIN WATER DISTRICT
MEETING AGENDA REPORT

Finance Committee Meeting June 26, 2017

Report to: Committee

Prepared by: Susan Greer

TOPIC:
DISCUSS MID-BUDGET REVIEW

RECOMMENDATION:
Review proposed changes to the 16117 and 1718 budgets, ask questions and recommend for adoption
by the full Board of Directors.

ANALYSIS:

We are more than half-way through the 1617 budget and coming up on the 17118 budget. Staff
recently revisited both years of the current two-year budget cycle and have recommendations for
changes.

The proposed Operating, Capital, Unfunded Capital, and Chromium 6 Capital budgets are all attached.
We will review in detail at the meeting.

Note the various labeled columns on the right-hand side of the various budgets. The currently approved
budgets are titled "2016-2017 Total Budget" and "2017-2018 17-18." The proposed budgets are titled
"2016-2017 16-17 MID" and "2017-2018 17-18 MID."

OPERATING BUDGET

The significant changes to each departmental operating budget are indicated below:

PRODUCTION

Increased salary and benefit costs for both years
Decreased pumping costs for both years

Decreased field expenses allocated for both years
RESULT:

Decrease 16/17 budget from $1,613,448 t0 $1,364,219
Decrease 17/18 budget from $1,642,207 to $1,545,615

DISTRIBUTION

Increased salary and benefit costs for both years
Decreased field expenses allocated for both years
RESULT:

Regular Meeting of the Finance Committee
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Decrease 16/17 budget from $894,259 to $§831,176
Increase 1718 budget from $901,926 10 $999,771

CUSTOMER SERVICE

Increase salary and benefit costs for both years
Decrease meter service repair costs in 16'17
Increase bad debt costs for both years

Decreased field allocated expenses for both years
RESULT:

Decrease 16 17 budget from $428,780 to $418,851
Increase 17 18 budget from $445,456 to $489,003

ADMINISTRATION

Increase salary and benefits costs for both years
Increase Director'ssalary for both years

Increase public information costs in 17118

Decrease water conservation expense in 1718
RESULT:

Increase 1617 budget [rom $957,850 to $985,520
Increase 17/18 budget from $984,447 to §1,047,647

ENGINEERING

Decrease salary in 16'17; increase salary in 17/18
Increase benefit costs for both years

Increase engineering conltract services costs in 17/18
RESULT:

Decrease 16 17 budget from $230,126 to0 $221,719
Increase 17/18 budget from $203,141 1o $236,778

FINANCE

Increase salary costs in 17118

Increase benefit costs for both years

RESULT:

Increase 16'17 budget from $472,281 to $476,875
Increase 17/18 budget from $477,243 to $532,648

HUMAN RESOURCES

Increase salary and benefits costs for both years

Increase training and employee education costs for both years
Increase labor legal fees for both years

RESULT:

Increase 1617 budget from $107,234 to $146,430

Increase 1718 budget from $94,487 to $134,388

BONDS, LOANS AND NON-OP EXPENSE
No changes

HDMC TREATMENT PLANT (REIMBURSABLE)
Decrease HDMC other costs in 16/17
Decrease HDMC contracted operations costs in 16’17

Regular Meeting of the Finance Committee
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Decrease HDMC pumping power costs in 1617
RESULT:

Decrease 16117 budget from $163,255 10 $116,597
No change to 17'18 budget

REVENUES

Decrease HDMC WWTP operations reimbursement and overhead fees for 16'17
Increase interest revenue for both years

RESULT:

Decrease 1617 budget from $5,610,937 to $5,573,782

No change to 1718 budget

RESERVE & OTHER FUNDING

Decrease equip & tech reserve (OP used) in both years
Decrease well/booster reserve (OP used) in both years
RESULT:

Increase 1617 budget from $219,460 10 $233,560
Increase 17 18 budget from $233,686 to $247,686

BENEFITS ALLOCATED TO DEPARTMENTS

These costs are allocated to each department on a pro-rata basis — "EE Benefits Allocated"
Increase to compensated leave costs in 17/18

Increase to cafeteria plan expense for both years

Increase to workers comp insurance in 17 18

Small decrease in 16'17 and larger increase in 17'18 for retirement costs

Small decrease in 1617 and larger increase in 17 18 for payroll taxes

RESULT:

Increase 1617 budget from ($844,986) 1o ($862,449)

Increase 17/18 budget from ($865,903) to ($1,104,620)

FIELD ALLOJ:ATED TO DEPARTMENTS

These costs are allocated to each department on a pro-rata basis —"Field Expenses Allocated"
Decrease shop expense and small tools expense in 16'17

Decrease tool/equipment repair costs for both years

Decrease building and shop repair maintenance for 1617

Decrease fuel-vehicles for both years Decrcase

auto expense - field for both years Decrease

regulatory-permits, fees for both years RESULT:

Decrease 16/17 budget from ($197,397) to (§119,3635)

Decrease 17/18 budget from ($193,709) to ($160,909)

OFFICE ALLOCATED TO DEPARTMENTS

These costs are allocated 1o each department on a pro-rata basis —"Office Expense Allocated”
Increase temporary labor fees in 16/17; decrease temporary labor fees in 17/18

Increase office supplies & equipment costs in both years

Decrease computer software & support costs in 16117

RESULT:

Increase 16/17 budget from ($296,351) to ($303,295)

Decrease 17118 budget from ($296,091) to ($267,145)
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TOTAL OPERATING RESULTS

OPERATING 2016/2017 2016/2017 2017/2018 2017/2018

Original Proposed Original Proposed
Revenues 5,610,937 5,573,782 5,755,299 5,775,299
Expenses 5,559,882 5,268,135 5,619,453 5,870,395
Net Revenue 51,055 305,647 135,846 (95,096)
Surplus/(Deficit)

When both fiscal years are combined, operating smplus increases from $186,901 1o $210,551.
CAPITAL BUDGET

The capital budget identifies those projects that Staff believes are essential at this time. Priorities are
constantly being evaluated and some projects have been removed from the list, and some have been
added, and some have been moved from 1617 to 17118. We can review the individual projects at the
meeting. Note that most projects in the proposed capital budget are unfunded as they were in the original
capital budget. Staff recommends that funding for these essential projects come from reserves.

CAPITAL 2016/2017 20162017 2017/2018 2017/2018
Original Proposed Original Proposed
Revenues 69,092 224,539 217,696 313,359
Project costs 360,266 363,562 291,176 1,085,034
Surplus/{ Deficit) (291,174) (139,023) {73,480) {(771,675)

When both fiscal years are combined, capital deficit increases from ($364,654) to ($910,698.)

CHROM 6 BUDGET

A separate budget has been created for the Chromium 6 project. The District will be receiving grant
revenues and loan proceeds and will incur substantial planning costs.

The timing of the anticipated loan proceeds has been changed, as we will not spend all of the grant
funds before the end of this fiscal year, and the loan proceeds won't be available until the grant funds
have been spent. Those loan proceeds have been moved partially to 17118 and will also carry forward
into the 18'19 budget. Similarly, the costs are being incurred at a different pace than anticipated and
most of the anticipated 1617 expense has been moved to 17118 and beyond.

Surplus in the 16117 budget has been reduced from $319,300 to $200,000

Surplus in the 1718 budget 0f$94,376 has been reduced to a deficit of($355,624)

UNFUNDED BUDGET

The unfunded budget identifies those projects that have been identified as necessary, but not essential
at this time. The unfunded budget is comprised primarily of the projects identified in the still-unfunded
Capital Improvement Plan. No changes have been identified in this budget, and the 16117 unfunded
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total is $2,961,955 and the 17/18 unfunded total is $3,426,855 —over $6,388,000 in unfunded projects in addition

to the $910,698 capital budget unfunded above. We can review the individual projects at the meeting.

COMBINED NET REVENUE -SURPLUS/{DEFICIT)

2016/2017 2016/2017 2017/2018 2017/2018

Original Proposed Original Proposed
Operating Budget 51,056 305,647 135,846 (95,096)
Capital Budget (291'174) (139,023) (73,480) (771,675)
Chromium 6 Budget 319,300 200,000 94,376 (355,624)
Subtotal 79,182 366,624 156,742 (1,222,395)
Unfunded Budget (2,961,955) (2,961,955) (3,426,855) (3,426,855)
Total (2,882,773) (2,595,331) (3,270,383) (4,649,250)
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