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2554 SWEETWATER SPRINGS BOULEVARD, SPRING VALLEY, CALIFORNIA 91978-2004
TELEPHONE: 670-2222, AREA CODE 619

September 5, 2013

Honorable Board of Directors
Otay Water District

| am pleased to present the Otay Water District's Adopted Operating and Capital Budget for
Fiscal Year 2014. This year's budget continues to support the management plan to finance
all of the District's services, programs and capital needs during the 2014 fiscal year as well
as the succeeding five fiscal years.

San Diego County has very limited natural supplies of water and therefore must rely on
imported water from Northern California and the Colorado River. The wholesale and retall
water agencies serving San Diego County have always been challenged by their
dependence on imported water and continue implementing programs to create a more
reliable, robust water system, one that will also increase water independence. Programs to
secure more water, as well as a more reliable water supply, are expensive and represent a
contributing factor to increasing costs.

Not only are the regional water providers faced with the ongoing challenge of a reliable
supply, but they are also challenged with significant cost increases and the need to provide
high quality water. The District must find the best solutions that balance these challenges.
The tool the District has used as its guide to accomplish this is the Strategic Management
Performance Plan. The District’s first strategic plan was developed in 2003 and it has been
updated every three years since then. The current plan covers Fiscal Years 2012-2014 and
can be found on pages 7-14.

2012-2014 Strategic Plan
We are now entering the third year of the 2012-2014 Strategic Plan. As with previous plans,

the focus has been on the District’s transformation from a growth-centric to a maintenance-
based organization. Where growth had been a significant focus in the early years of the



District's existence, today we are primarily focused on managing long-term maintenance
and replacement of infrastructure.

As an organization matures, fewer resources are needed to support growth, but the effort
to maintain and improve infrastructure and assets increases. Over time, an organization
derives income more from customer rates and less from developer fees. At this stage in its
development, increased maintenance and replacement costs place pressure on customer
rates. To balance the customer's interest in minimizing rate increases while also
maintaining an organization’s infrastructure investments and a strong financial position, it
must place greater emphasis on internal efficiency and the development of technology
assisted best practices. In effect, an organization must use investments in technology to do
more with the same or even fewer resources.

A goal of the District's earlier strategic plans included capitalizing on the technology
investments and utilizing those technologies to continually improve efficiency and
productivity. The success of this approach is evidenced by the gains in efficiency and by
the reduction in staffing, even though the customer base has grown in recent years. The
following charts show that since 2007, the District has reduced its staffing by 31.75 full-time
equivalents or 18.2% while the number of customer accounts has increase by 1,694 during
the same time period.

Employee Count and Number of Accounts
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The District has been able to continue absorbing some of the pass-through costs from our
water suppliers, the San Diego County Water Authority (CWA) and Metropolitan Water
District (MWD), through increased efficiency and improved productivity. This helps to
address customer concerns about rising water rates.

The chart below shows that since 2007, the pass-through costs have increased 87% while
the District's water rates have increased 76.6%.

Pass-Through Costs vs. District Rate Increases
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Based on an annual survey of water and sewer rates conducted by District staff, Otay
continues to be one of the lower cost providers in San Diego County. The District has the
10th lowest water rate out of the 23 member agencies in San Diego County and the 6th
lowest sewer rate out of the 29 sewer service providers in San Diego County. The results
of the water and sewer surveys are shown on page 33 and 34 respectively.

In this and coming years, the District will continue its efforts to improve business processes
to further increase efficiency and productivity through adherence to the 2012-2014 Strategic
Plan.

Today, the District provides water service to nearly 48,911 potable and 709 recycled water
customers within approximately 125.5 square miles of southeastern San Diego County. All
of the potable water sold to customers is purchased from CWA. Fifty eight percent of this
water is in turn purchased from the region’s primary water importer, MWD. The District has
been proactive in reducing our dependence on MWD water treatment facilities. For

Vi
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example, in 2009, the District entered into an agreement with the CWA that allowed our
neighboring Helix Water District to treat imported water on behalf of the District at their Levy
Water Treatment Plant. This has brought regional water treatment closer to our customers,
which reduces dependence on water treatment facilities located outside of San Diego
County.

The District also owns and operates a wastewater collection and recycling system to
provide public sewer service to approximately 4,657 homes and businesses. Wastewater is
collected and delivered to the Ralph W. Chapman Water Recycling Facility (RWCWREF),
which is capable of reclaiming wastewater at a rate of 1.3 million gallons per day. In addition
to the Chapman facility, the District purchases up to 6 million gallons per day of recycled
water from the City of San Diego’s South Bay Water Reclamation Plant. Recycled water from
these two sources is used to irrigate golf courses, schools, public parks, roadway
landscapes, and other approved uses in the City of Chula Vista. The use of recycled water
reduces dependence on imported supplies and provides a local supply that diversifies
District resources.

BUDGET SUMMARY

The Otay Water District's operating expenditures consist of three major sectors: potable
water, recycled water, and sewer, budgeted at $86,101,100 for Fiscal Year 2014. Revenues
from potable and recycled water are projected to be $75,373,600, about $5,916,300 (7.8%)
more than the Fiscal Year 2013 budget. Water sales volumes are expected to increase
slightly, by less than 1% over FY 2013 actual sales, as the economy is slowly improving,
even when efforts to promote water conservation continue without significant increases in
water sales, rate increases are essential to offset the higher wholesale cost of water. Sewer
revenues are projected to be $2,701,600, about $146,400 more than Fiscal Year 2013. This
increase from higher sewer rates is primarily to cover $18.6 million of capital projects over
the next six years. The remaining budgeted revenues of $7.7 million come from various
special fees, assessments, and miscellaneous income.

Significant aspects of the Operating Budget are:

e A balanced budget meeting the goals of the Strategic Plan.

e The use of an economist to project growth for the region.

e An updated six-year Rate Model to ensure sound financial planning and reserve
levels.



¢ Ongoing water supply rate increases of 7.7% from MWD and CWA because of the
high cost of supply programs, higher energy costs, and operating costs.

¢ Implemented rate increases in potable, recycled water, and sewer. This included
pass-through rate increases from CWA and the County of San Diego.

e In efforts to minimize rate increases, the District has again reduced staffing levels
from 148 full-time equivalent positions to 143.

e Of San Diego County’s 23 water agencies, Otay’s water rates are below the county-
wide average.

The Fiscal Year 2013-14 Capital Improvement Program (CIP) Budget consists of 63 projects
and a budget of $13.8 million. The budget emphasizes long-term planning for ongoing
programs while functioning within fiscal constraints and population growth. This year's CIP
budget decreased by $4.2 million compared to last year's projection, due to the completion
of some large projects as well as the deferral of projects to match the timing of land
development.

The coming years will continue to pose challenges for those in California’s water
community. For instance, it is uncertain if the challenges facing the Sacramento-San
Joaquin Bay Delta, the source of 30 percent of Southern California’s water supply, will be
addressed and at what cost to end users. The District as a member of the CWA is well
positioned for water coming from the Colorado River thanks to the QSA Agreement. As the
cost of water has increased to the retail customer, sales have decreased. As one would
expect, water sales reductions have impacted revenues and will continue to affect the
District’s finances. This sales decrease has now ended and the District is seeing moderately
increased water sales. Our success as an organization is significantly enhanced by the
practices and policies put in place by the Board of Directors to ensure the strength and
stability of the District. We are fully confident that with these policies and practices,
supported by dedicated and talented staff, we will achieve continued success as an
organization and, thus, assure the well-being of the people we serve.

In adopting this budget, the challenges presented this year were met by the Otay Water
District Board of Director’s resolve to keep the stability and financial strength of the District
as one of its highest priorities.

viii



AWARDS AND ACKNOWLEDGMENTS

e The Government Finance Officers Association of the United States and Canada
(GFOA) presented a Distinguished Budget Presentation Awardto Otay Water District,
California for its annual budget for the fiscal year beginning July 1, 2012. In order to
receive this award, a governmental unit must publish a budget document that meets
program criteria as a policy document, as an operations guide, as a financial plan,
and as a communications device.

e The Government Finance Officers Association of the United States and Canada
(GFOA) also presented the Otay Water District with two special recognition awards,
Outstanding as a Policy Document and Outstanding as a Communication Device,
for its annual budget for the fiscal year beginning July 1, 2012.

e The California Society of Municipal Finance Officers (CSMFO) presented Otay Water
District the Certificate of Award for Excellence in Operating Budgeting for Fiscal Year
2012-2013.

e The California Society of Municipal Finance Officers (CSMFO) presented Otay Water
District the Certificate of Award for Excellence in Capital Budgeting for Fiscal Year
2012-2013.

In conclusion, this budget reflects the vision of the Board of Directors of the Otay Water
District, its management, and its employees. We will continue to strive to make
Improvements in our budget processes, including an extensive review and analysis of
projections for revenues, expenditures, capital projects, and reserves.

| would like to thank all the staff involved in this process for the efforts put forth in the
preparation of this budget to ensure a successful outcome.

To the Board of Directors, we acknowledge and appreciate their continued support and
direction in achieving excellence in financial management and District operations.

Mark Watton, General Manager



At-A-Glance

Mission Statement

To provide high value water and wastewater services to the customers of the Otay Water District in
a professional, effective, and efficient manner.

History

The Otay Water District was formed in 1956 to serve as a public water and sewer agency,
authorized as a California special district, under the provisions of the Municipal Water District Act of
1911. The District's ordinances, policies, taxes, and rates for service are set by five Directors
elected by voters in their respective geographic area. The District joined the San Diego County
Water Authority (CWA) in September 1956 to acquire the right to purchase and distribute imported
water throughout its service area. The District is also responsible for the collection, treatment, and
disposal of wastewater from a portion of the northern region of the District. In 1980, the District
started operation of the Ralph W. Chapman Water
Recycling Facility (RWCWRF) and in May, 2007 a
new source of recycled water from the City of San
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small portion of the City of San Diego.

Organizational Structure

The General Manager reports directly to the Board of Directors. The Assistant General Manager
along with District management oversees day-to-day operations. The Assistant General Manager
oversees the five departments of Administrative Services; Finance; Information Technology and
Strategic Planning; Water Operations; and Engineering. These and other lines of reporting are
shown on the organization chart on page 16.



General Information

For Fiscal Year 2014, the District will have a staff of 143 full-time equivalent employees under the
leadership of the General Manager. The District provides water service to approximately 53% of its
expected ultimate deliveries with a population of more than 211,000 people. This percentage
increases as the District's service area continues to grow to ultimate build-out. The District is
projected to deliver approximately 28,985 acre-feet of potable water to 49,150 potable customer
accounts and to ultimately deliver, by 2035, 56,600 acre-feet of potable water to serve 285,000
people or 69,000 accounts. The growth rate, as projected by the San Diego Association of
Governments (SANDAG) for the Chula Vista area of San Diego County, is approximately 1.8% per
year over the next decade. Using historical data and considering current economic conditions,
staff has moderated this projection to a growth rate of 0.47% for Fiscal Year 2014.

Since 1956, the District has provided high quality water to a semi-arid region of the southeastern
San Diego County. In 1971, the District constructed a small collection and treatment plant for
sewer in the northern section of the District, and in 1980 the District opened the Ralph W. Chapman
Water Recycling Facility (RWCWRF). For over 50 years, the available supply of water has helped
transform the District service area from a mostly scrub and cactus-covered backcountry into a
balance of diverse environments.

Recycled water from the RWCWREF is used to irrigate golf courses, schools, public parks, roadway
landscapes, and various other approved uses in eastern Chula Vista. The RWCWREF is capable of
recycling wastewater at a rate of 1.3 million gallons per day (1,200 acre-feet per year). The District
is also in partnership with the City of San Diego to beneficially reuse an additional 2,916 acre-feet
per year of recycled water for Fiscal Year 2014, and ultimately up to 6,720 acre-feet per year. The
District continues to be the largest retail provider of recycled water in the County of San Diego.

The District also owns and operates a wastewater collection system providing public sewer service
to approximately 4,657 customer accounts within the Jamacha drainage basin. The sewer service
area covers approximately 8,797 acres, which is about 11% of the District's total service area.
Residential customers comprise 97% of the sewer customer base.

San Diego County Water Agencies

1 Carlsbad Municipal Water District g;muni; Riverside County
2 City of Del Mar 4
3 City of Escondido 13 San Diego County
4, Fallbrook Public Utility District 1" 4
5 Helix Water District 23
6 City of National City 13 21
7 City of Oceanside
8 Olivenhain Municipal Water District 7 22
@ Otay Water District 2 %
10. Padre Dam Municipal Water District 20
11. Camp Pendleton Marine Corps Base Excific Ocexn 8 4
12. City of Poway g 8
13. Rainbow Municipal Water District ! 12 14
14. Ramona Municipal Water District 2

16
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Rincon del Diablo Municipal Water District
City of San Diego 10 24
San Dieguito Water District
Santa Fe Irrigation District

2o e
© N o

5
19. South Bay Irrigation District 16 @
20. Vallecitos Water District
21. Valley Center Municipal Water District 6 @
22. Vista Irrigation District 19 @
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Yuima Municipal Water District
Lakeside Water District 16 Mexixo

IN)
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Statement of Values

As Otay Water District employees we dedicate ourselves to:
Customers
We take pride that our commitment to customer-centered service is our highest priority.
Excellence
We strive to provide the highest quality and value in all that we do.
Integrity

We commit ourselves to doing the right thing.
Ethical behavior, trustworthiness and accountability are the District's foundation.

Teamwork

We promote mutual trust.
We share information, knowledge and ideas to reach our common goals.

Employees

We see each individual as unique and important.
We value diversity and open communication to promote fairness, dignity and respect.

Otay Water District Employees




DISTINGUISHED BUDGET
PRESENTATION AWARD

The Government Finance Officers Association (GFOA) presented a
Distinguished Budget Presentation Award to the District for its annual
budget for the fiscal year 2012-2013. In order to receive this award, a
governmental unit must publish a budget document that meets program
criteria as a policy document, as an operations guide, as a financial plan,
and as a communications device.

This award is valid for a period of one year only. We believe our current
budget continues to conform to program requirements, and we are
submitting it to GFOA to determine its eligibility for another award.

In addition, the Finance Department received two special recognitions for
the FY 2012-2013 budget: 1) Outstanding as a Policy Document, and

2) Outstanding as a Communications Device. These special recognitions
are rarely given to agencies. In fiscal year 2012 10 agencies received the
special recognition for a Communications Device and 10 agencies
received the special recognition for a Policy Document out of 1,376

P

GOVERNMENT FINANCE OFFICERS ASSOCIATION
Distinguished
Budget Presentation
Award

PRESENTED TO

Otay Water District
California

applicants.

For the Fiscal Year Beginning
July 1, 2012

i P Hictt G5 A7 -

President Executive Director




Financial Awards

California Society of
Municipal Finance Officers

Certificate of Award

Operating Budget Excellence Award
Fiscal Year 2012-2013
Presented to the
Otay Water District
For meeting the criteria established to achieve the Operating Budget Excellence Award.

February 6, 2013

The California Society of
Municipal Finance Officers
(CSMFO) presented Otay
Water District the Certificate
of Award for Excellence in

Jwrea I 1lovwete

B Operating Budget for Fiscal

Laura Nomura
CSMFO President

ot ), Year 2012-2013

Professional Standards and
Recognition Committee

Dedicated Excellence in Municipal Financial Reporting

The California Society
of Municipal Finance
Officers (CSMFO)
presented Otay Water
District the Certificate
of Award for
Excellence in Capital
Budget for Fiscal Year
2012-2013.

<
California Society of
Municipal Finance Officers
Certificate of Award
Capital Budget Excellence Award
Fiscal Year 2012-2013

Presented to the
Otay Water District
For meeting the criteria established to achieve the Capital Budget Excellence Award.
February 6, 2013 e
Jfb.w oy ot gjl,éﬁk\ J
Laura Nomura Scott Catlet, Chair

CSMFO President Professional Standards and
Recognition Committee

WAAAA

Dedicated Excellence in Municipal Financial Reporting
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=TyEER EXCELLENCE AWARD

Otay Water District has been awarded the 2013 Tyler Public Sector Excellence
Award. The award recognizes the achievement of a high level of excellence in
leadership, innovation, and excellence in the use of Tylers ERP system for
business solutions.



Strategic Performance Management Plan

Introduction

SWOT ANALYSIS

The Strategic Plan is the core
document which guides the

agency's efforts to meet and stiBeaiHs Otay Staff
positively adapt to change. Involvement

Every three years the District
engages in a major revision of

Balanced
its Strategic Plan. This current OPPORTUNITIES REF — Scorecard
plan (covering fiscal years Review
2012-2014) is the fourth in a

series of three-year plans that began in 2003.

Draft Plan
Chief meets with their staff to get a collective list of

In order to develop the FY12-14 Strategic Plan, each

ideas. Once these ideas are reviewed and discussed, l

they are filtered using a SWOT analysis, assessing the
District's Strengths, Weaknesses, Opportunities, and

. Board Approval
Threats. To further focus the suggested objectives,

another analysis examines the plan from the

Balanced  Scorecard perspective  (Customer,
Financial, Business Process, and Learning & Growth).

The Senior Management Team reviews every

Financial

strategy, goal, objective, project plan, *To succeed finandially,
performance measure, and target contained in Now canwe minlmize the

longrange impact to our
the plan. Through this team discussion process customers?"

the General Manager gains consensus with
his staff on the exact priorities for the Missi

L . . . . . "To achieve our vision, iIssion - x
District, including detailed financial and outhonkiwebe & To satisfy our customers,

what business processes
must we excelat?"

CustomerService S
Business Processes

available for our Values

resource considerations required to execute =
customers?

the plan. Thus, the plan serves as an
informal contract between the agency staff and
the Board of Directors on the strategic work that Learning & Growth

will be done and what the agency hopes to ;ﬂ;‘:‘iﬁ:f;:;:i’:’b';;xx
achieve over the next three years. In turn, the change and improve?"

General Manager presents the plan to the Board
for input. Through the Strategic Plan and
budget approval processes, the Board is then

able to make well informed oversight decisions about the utility’s direction.



Strategic Performance Management Plan

Mission

To provide high value water and wastewater services to the customers of the Otay Water District, in

a professional, effective, and efficient manner.

Vision

A District that is innovative in providing water services at affordable rates, with a reputation for

outstanding customer service.

Key Challenge

Our key District challenge is to add increased val/ue by improving our core business processes.

From a water supply perspective, this means determining the optimum mix of water supply,

treatment, and delivery solutions for our customers. From a daily operating perspective, efficiency

improvements have become the primary source of competitive advantage and cost optimization

for utilities. Adding value from this perspective means the entire team focusing on not only the

highest priority goals but also examining the details of what we do every day and be willing to alter

how we do it if it makes a positive difference. Our employees voice a high degree of personal and

professional satisfaction with our direction and the entire team is committed to meeting this key

challenge with distinction.

Strategic Plan

Performance metrics and targets are a critical element of the
Strategic Plan but differ from Strategic Plan objectives. Objectives
identify the action items that are necessary to achieve the strategic
vision. Performance measures are designed to ensure the day-to-day
operations of the utility are meeting agreed-upon expectations.
Performance measures were revised from the prior year and are

updated quarterly, and reviewed by the Board on a semi-annual basis.

Object Legend

5 Scorecard
L3

— Completed

Behind Schedule

L)
6 On Schedule
)

f_) On Hold

No Reports

Not Scheduled to Start Yet




Strategic Performance Management Plan

[aF] H . . . . .

Customer Service @ l.  Customer Service - Deliver high quality services to meet
w A A= . . .
To achieve our vision, customer needs and increase confidence of the customer in the value

how should we be
available for our
customers?"”

the District provides.

A. "Maximize our customer satisfaction by expanding and improving communications.”

o
o

=

Enhance communications with customers using our new phone system.
Regularly produce and evaluate communications tools and explore the effective

N

use of new media options including: electronic newsletters, auto-dialer services,
video streaming, social networks, and web media to ensure the District's outreach
efforts are cost-effectively reaching all stakeholders.

G 3. Continue promoting the Water Conservation Garden as a venue for new and
existing homeowners, developers, and businesses.

4. Increase customers employing on-line bill payment.

5. Increase conservation related communications, such as surveys and comparative
information, by expanding web-based information.

[P

i

O succeed Tinancia @II. Financial - Provide enhanced value by directing and managing
how can we minimize the

. the financial issues that are critical to the District.
long range impact to our

customers?"”

A. “Improve financial information and billing systems.”

1. Strengthen the long-term financial plan.

2. Develop sewer capacity fees for expansion.

Renegotiate the South Bay Water Reclamation Plant (SBWRP) recycled water
supply agreement with the City of San Diego.

4. Evaluate the feasibility of replacing the existing customer information system or
migrating to the new version of the Eden software.

5. Improve financial planning and communication regarding the expenditure of district
funds.

® ¢ ¢ Q00 ®

6. Streamline requisition and purchasing procedures.
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[a i . . . .
BusmessProcesses @III. Business Process - Improve business functionality by

MCECEVEEESIE N constantly improving the efficiency and effectiveness of important

what business processes .
business processes.

must we excel at?"

A. “Actively manage water supply and demand.”

@ 1 Prepare and implement a Waste Water Management Plan.

o 2 Implement the recommendations within the Integrated Water Resources Plan (IRP)
to acquire alternative and/or additional potable and recycled water supplies and
reliability.

& 3. Work with the District's largest potable water customers to convert landscape and

interior water use to recycled water where fiscally feasible and safe.

O 4. Ensure best practices are followed in meeting the 20 by 2020 conservation targets
including reclassification of industrial and commercial customers.

© O. Educate and work with local agencies and others to influence developers and
builders to incorporate practical water efficient practices in new construction.

@ 6. Continue working with the City of Chula Vista for the possible development of a
Membrane Bioreactor Plant (MBR) and for a potential agreement with the City for
recycled water supplies from the MBR Plant.

B. “ldentify and implement improvements to the following business processes.”

Streamline Accounts Payable business process.
Develop complete Asset Management Program.

Strengthen CIP planning, budgeting, and cost tracking processes.

A WD E

Update the District's National Incident Management System (NIMS) Emergency
Management Plan.

Enhance security processes and planning.

Update District-wide Records Management program.

5

6

7. Improve and streamline meter related processes.

8. Develop and implement large meter vault retrofit programs.
9

Streamline Finance business processes.

00000 €000

10. Streamline Customer Service business processes.
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20 0080000 OO0C0O®

11. Streamline inventory procedures.

12. Implement GIS-centric work order system.

13. Improve the operating cost and efficiency of data center and network services.
14. Implement a water loss management program.

15. Evaluate opportunities to combine or transfer similar work functions.

16. Complete valve exercising program business processes.

17. Develop large and small meter test bench strategy.

18. Develop data collection and condition assessment for collection system facilities.
19. Develop gen-set load bank testing.

20. Replace SCADA software system.

21. Implement the recommendation for improving response to extended power
outages.

22. Implement wireless radio and data network for field operations.

23. Develop data collection and condition assessment for potable system facilities.

Learning & Growth @ IV. Learning & Growth - Provide the leadership, tools, and

"To achieve our vision, how

management commitment to become a more results-oriented

will we sustain our ability to [ERVI{V]{=}
change and improve?"

A. “Results-oriented workforce.”

%]
(%

1. Identify management initiatives for represented/unrepresented employees in
preparation for negotiations that will provide more efficiencies and more flexibility.

2. Evaluate policies and procedures as appropriate to streamline processes and
ensure the District remains competitive.

3. Review classification plan with the goal of providing greater flexibility.

e

Negotiate a successor “Memorandum of Understanding” for represented
employees for 2014 and beyond, and related compensation and benefits for
unrepresented employees.

5. Senior Management Team to develop summary of expectations for management
team to manage change in the future.

6. Update performance evaluation categories/program to ensure a results-oriented
workforce and update and provide training, if needed.

7. Evaluate pay-for-performance program to ensure the District is rewarding
employees for innovations and business processes.

11
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Performance Management

Performance measures were revised on July 1, 2011, to reflect the measurement criteria for the
Fiscal Years 2012-2014 Strategic Plan.

Vision
Mission Strategic Plan
Strategies

Resources

Accountability |  ymplementation
Tools Plan

Training

Corrective
Action

VY VY VYV,

Execution

Performance
Measures

A

Communication

Performance Measures

e Customer Satisfaction: Measure the level of overall customer satisfaction with the District.
Survey is conducted on an annual basis. Formation of survey begins in the first quarter.
Actual survey measures calendar year (January-December). Currently reported quarterly.

¢ Blanket Order Activity: Percentage of material purchases acquired via blanket POs.

¢ Total Customer Water Saved: Estimate of water saved per acre-feet through conservation

programs.

¢ Health & Safety Severity Rate: Quantifies the rate of employee days lost from work due to

illness or injury.
e Employee Turnover Rate: Annual percent of voluntary terminations (excludes retirement).

e Training Hours per Employee: Measures the quantity of general and management formal
training employees are completing.

e Safety Training Program: Safety and Risk Administration will provide a minimum of 8
safety training programs/hours per quarter which all field employees shall attend.

o CIP Project Expenditures vs. Budget: Compares quarterly CIP expenditures with budget.
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Construction Change Order Incidence: Measures the rate of change order for CIP projects
under construction.

Mark-Out Accuracy: Measures the percentage of mark outs performed without an at-fault
hit, which is damage to a District facility that results from a missing or erroneous mark out.

Project Closeout Time: Measures the average number of days between the issuance of a
Notice of Substantial Completion (NOSC) and a Notice of Completion (NOC) for all
construction projects in construction.

Answer Rate: Percentage of calls as a measure of all calls received.

O&M Cost per Account: Operations & Maintenance (O&M) cost per account/per customer.
(QualServe)

Billing Accuracy: Percentage of correct bills issued. (QualServe)

Overtime Percentage: Comparing actual to budgeted overtime (including comp time) to
monitor costs.

Sewer Rate Ranking: Otay ranking for the average sewer bill compared to other agencies
in San Diego County.

Water Rate Ranking: Otay ranking for the average water bill compared to other agencies in
San Diego County.

Debt Coverage Ratio: Measures level of debt coverage ratio (ability to pay debt).
(QualServe) The minimum level is 125%.

Reserve Level: Measures all of the District's reserves against the Board adopted Reserve
Policy levels.

Distribution System Loss: Percentage for unaccounted water. (QualServe)

Customer Satisfaction with Website: Tracks customer satisfaction with website through

surveys.
Network Availability: Percentage of uptime for network during normal business hours.
Website Hits: Tracks the number of visitors to our website per month.

Unplanned Disruptions: Quantifies the number of unplanned water outages experienced
by the utility customer expressed as number of accounts affected per 1,000 accounts.
(QualServe)

13
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Technical Quality Complaint: Measures technical quality complaints of those related to
core utility services. Itis expressed as complaints per 1,000 customer accounts.

Planned Potable Water Maintenance Ratio in Dollars: Compares how effectively the
District is investing in planned maintenance. (QualServe)

Planned Recycled Water Maintenance Ratio in Dollars: Compares how effectively the
District is investing in planned maintenance.

Planned Wastewater Maintenance Ratio in Dollars: Percentage of planned maintenance
costs compared to combined planned and corrective maintenance costs.

Direct Cost of Treatment per MGD: Measures the direct cost to treat one million gallons of
wastewater and does not include staff overhead or fringe benefits, but it does
include their salaries (QualServe).

O&M Cost per MGP - Wastewater: Total O&M cost (less depreciation) /Volume in MG
processed during the reporting period.

Percentage of Preventative Maintenance Completed in the Fleet Shop: To track the
percentage of scheduled PM's that are completed in the Fleet Shop.

Percentage of Preventative Maintenance Completed at the Reclamation Plant: To track
the percentage of scheduled PM's that are completed at the Reclamation Plant.

Percentage of Preventative Maintenance Completed in the Pump/Electric Section: To
track the percentage of scheduled PM's that are completed in the Pump/Electric Section.

Percentage of Preventative Maintenance Completed in the Valve Maintenance
Program: To track the percentage of scheduled PM's that are completed in the Valve

Maintenance Program.

Valve Exercising Program: Maintenance of distribution systems’ infrastructure to ensure

minimal interruption of potable water delivery to customers.

Potable Water Distribution System Integrity: Measures the condition of the water
distribution system expressed as the total annual number of leaks and breaks per 100 miles
of distribution piping. (QualServe)

Planned Water Service Disruption Rate: Quantifies the number of planned water outages
experienced by the utility customer expressed as number of accounts affected per 1,000
accounts. (QualServe)
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Potable Water Compliance Rate: Quantifies the percentage of time each year that the
District meets all of the health related drinking water standards in U.S. National Primary
Drinking Water Regulations. (QualServe)

Collection System Integrity: Number of wastewater collection system failures per 100
miles of collection system pipeline. (QualServe)

Replace Manual Read Meters with Automated Meter Readers: The measure reflects the
total number of AMR meter replacements per year which will increase meter reading
efficiency and reduce water loss through increased meter accuracy.

Recycled Water System Integrity: Tracks number of leaks or breaks per 100 miles of water
distribution system.

Sewer Overflow Rate: Measures the wastewater collection system pipeline condition and
the effectiveness of planned maintenance. (QualServe)

15
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Budget Overview

Budget Guide

The District views the budget as an essential tool for proper financial management. This budget is
developed with input from the various department levels of the organization and is adopted prior to
the start of each fiscal year. It is designed and presented for the general needs of the District, its
staff, and citizens. The budget is a comprehensive and balanced financial plan that features
District services, resources and their allocation, financial policies, and other useful information to
allow the users to gain a general understanding of the District’s financial status and future plans.
To help readers navigate this document, the following is a general description of each of the
tabulated sections of the budget.

Budget Foreword

This introductory section contains descriptions and general information about the District, strategic
focus areas highlighting major initiatives and accomplishments, and the Budget Calendar and
Process.

History and Community Profile

Included in this section is the history of the District, along with the current and projected economic
conditions. It also includes statistics on the District's customers, the region’s tax base, San Diego
rainfall, future development and projects that will have an impact on the District in the coming

years.

Financial Summaries

This section contains an overview of the District's revenues and expenditures by fund for the
current budgeted fiscal year, the prior years’ actual amounts, and the future estimated amounts.
The prior year's actual amounts are unaudited due to timing of the completion of the financial
statement audit; actual amounts may vary pending the completion of the audit. It includes a
description of each of the revenue and expense categories as well as charts depicting their
relationships.

Five-Year Forecast

The District prepares a comprehensive Rate Model each year based on budget input, trends, new
programs, and requirements. Estimates are made for cost increases, rate increases, targeted fund
balances, capital needs, and debt requirements. Analysis for the current budget year plus five
subsequent years is conducted and a six-year forecast is prepared based on the Rate Model
results.

17
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Revenues and Expenditures

The District budgets revenues and expenditures by Potable, Recycled, and Sewer Systems.
General revenues and expenditures that are not specific to one system or department are
budgeted in the General Revenues and Expenses section. An allocation of overhead costs is made
to equitably distribute the cost of running the District among the various business segments.

Departmental Operating Budget

This section provides a summary of each department's operating expenditures and detailed
budget information including its mission, responsibilities, three-year staffing schedules,
performance indicators, accomplishments, and goals. Also provided are graphical presentations of
departmental budget percentages to District totals, as well as summary expenditure information by
division for three fiscal years.

Capital Budget

An overview of the District's Capital Improvement Program (CIP), the Water Resources Master Plan
(WRMP), the Sewer Master Plan, major assumptions and criteria, a six-year listing of CIP project
expenditures justifications, and the impact on the Operating Budget and capital purchases budget
for the fiscal year are located in this section.

Policies

This section includes a summary of the District's financial policies and practices, including the
Reserve Policy, Investment Policy, and Debt Policy.

Appendix

The last section consists of a Glossary of budget and financial terms, List of Acronyms, and an
Index.
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Budget Process

The District has integrated the Capital Improvement Program (CIP) Budget and the Operating
Budget. These budgets are developed based on the District's Water Resources Master Plan, the
Sewer Master Plan and Strategic Business Plan. New initiatives and programs are categorized into
the Balanced Scorecard perspectives. Appropriate budget amounts are determined by using the
historical data of operations and new growth, developers’ input, SANDAG projections, and
economic outlook.

To assure reliable, high-quality service to the growing customer base, the District has committed to
a number of long-range strategies that drive the budgeting process. The strategies and
assumptions used to develop the District's integrated budget are:

) An average projected long-term growth rate of 1.7%

o Pass-through rate increases for costs imposed on the District by the wholesale water
providers

) Accurate projections of capital budget needs (including replacement needs)

) Reserve funding in accordance with the Reserve Policy to meet future growth demands

and maintain financial stability

o Funding of the Strategic Plan initiatives as categorized into the Balanced Scorecard
perspectives

) Avoid rate spikes by leveling rate increases over a six-year period.

The Finance Department prepares the budget for the Potable, Recycled, and Sewer Systems. This
is done using estimated cost increases from the District's wholesale water providers as well as
estimated sewer charge increases provided by the County and City of San Diego. Other significant
factors in the budget development include projected growth in customer accounts and weather.
Additionally, all general revenue and expense budgets are calculated using trend analysis and any
external factors that may affect these items.

Each year, the Finance Department provides departments with a Budget Workbook which gives
instructions on how to budget for personnel, administrative expenses and materials and
maintenance expenses. Included in this workbook are historical trends, assumptions, and training
on how to enter the expense data into the District budget system.
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February
2/13/13
Chiefs submit request for

new Personnel,
Personnel
Reclassification changes,
Advancements and
Long-Term Staffing to HR

2/20/13

HR to complete
preliminary review of
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Personnel
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requests and
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Project Managers submit
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2/25/13
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Budget Calendar

3/4/13
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Department reviews all
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3/11/13
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Department Operating
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AGM

3/11/13
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3/13/13
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budget with AGM and
Engineering
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Chiefs, AGM and GM

3/22/13
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4/2/13
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(advancements do not
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4/11/13
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Manager

5/7/13

Practice run of
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with Finance, Chiefs,
AGM, and GM

5/14/13
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July —January

7/17/13
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mailed
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Public hearing and
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1/1/14
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Personnel Budget

The budgeting of salaries and benefits is performed in the position budgeting module of the ERP
system. This tool allows the District to budget for each authorized position and the associated
benefits in an automated fashion. Departments submit requests for new positions,
reclassifications, or advancements to the Assistant General Manager. These requests are reviewed
by the Assistant General Manager and then presented to the General Manager for approval. Upon
their approval, the Finance Department enters these changes, as well as negotiated pay increases
and benefit rate changes, into the position budget system. Position budgeting calculates the
salaries and benefits to be included in the District's budget.

Administrative and Materials and Maintenance Budget

Administrative and Materials and Maintenance expenses are entered into the budget model of the
ERP system by individual requests. These requests are compared to last year's budget and
expenses to determine reasonableness by the Finance Department. All costs are justified and
supported by explanations. These budgets are then presented to the General Manager and the
Board of Directors prior to adopting the budget.

Capital Improvement Plan (CIP) Budget

The Engineering Department issues budget instructions for the CIP budget process. Each project
manager uses the CIP Budget module system to review year-to-date project expenses and then
estimates cost to the end of the fiscal year. They also project future costs to complete the project.
Costs are adjusted for scope changes as well as construction cost increases. Engineering then
compiles the CIP Budget and submits it to the Assistant General Manager and the General
Manager for review prior to presentation to the Board of Directors.

Rate Model

Once budgets have been calculated, the Finance Department inputs all of the operating revenues
and expenses, CIP expenses, reserve funding, and reserve levels into the District's Rate Model.
Inflators for cost and volume are input into the Rate Model to project the next six years of revenue
and expenses. This debt coverage ratio is also evaluated to ensure adequate levels. Rates are then
set for the current fiscal year, plus five subsequent years, such that all financial targets are met.
Using this comprehensive modeling tool, the District is able to smooth future rate increases,
determine when debt should be issued, and maintain all of the reserve levels in accordance with
the Reserve Policy.
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Assumptions
Interest Rates

Inflation
Growth
Sales

Year End
Balances \ ll

. Operating
Operating | Rate —_— Budget =—> water
=™ Budget Input and
Strategic
Plan MOdeI ap SReV:er
> EES
> CIPIS::tget Budget —>

)

MWD/CWA & Targets
Sewer Rates Debt Coverage

Reserve Levels

The District has a three-year Strategic Plan, and each year in the spring, the portion of the plan that
pertains to the upcoming fiscal year is presented to the Board of Directors for review and direction.
This is followed by a coordinated presentation of the budget by all departments, to the Board of
Directors for their approval at a special budget workshop in May. The review of the Strategic Plan
and the adoption of the budget on an annual basis give the District its direction for the following
fiscal year.

During the year, each department receives monthly budget and cost reports that are essential to
monitor and control costs. As events occur or conditions change, modifications to or deviations
from the original budget may be necessary. In the event the General Manager determines that an
emergency exists which requires immediate action; he may transfer appropriation within the
budget allocations, or request that the Board of Directors increase the current budgeted funds.

Due to the size of the District's CIP, a separate budget book has been prepared outlining in detalil
the projects and expenditures required to ultimate build-out. A synopsis of the CIP may be found
under the Capital Budget section of this report. As part of the integrated budget, capital purchases
have been included within the CIP Budget.

The Budget Report is intended as a financial guide and may be modified by the Board of Directors
during Fiscal Year 2014. All approved modifications to the budget will be documented in the form
of a staff report and noted in the board meeting minutes.
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Budget Basis

The District utilizes the accrual basis for budgeting which is the same as the basis of accounting
used in the audited financial statements, recognizing revenues and expenses in the period in
which they are earned and incurred, respectively. The District reports its activities on an enterprise
fund basis, which is used to account for operations that are financed and operated in a manner
similar to a private business enterprise and conforms to the guidelines of Generally Accepted
Accounting Principles (GAAP). The intent of the District is that the costs (including replacement
cost of existing assets) of providing goods or services to the general public on a continuing basis,
be financed or recovered primarily through user charges.

Fund Structure

The District budgets services in one of the three business segments: Potable, Sewer or Recycled.
Each business segment categorizes revenue and expenditure as a function of the Operating
Budget, Capital Improvement Plan Budget or Developer Deposits. Please refer to the District's
Reserve Policy, beginning on page 207, which provides the detailed flow of funds.

Potable Sewer Recycle
Potable Sewer Recycle

R Operating > Operating > Operating
g Budget Budget Budget
R Potable Sewer Recycle

| cIPBudget »  CIP Budget »  CIP Budget
Potable Sewer Recycle

> Developer »  Developer »  Developer
Deposits Deposits Deposits




RESOLUTION NO. 4210
A RESOLUTION OF THE BOARD OF DIRECTORS OF
OTAY WATER DISTRICT ADOPTING THE
FISCAL YEAR 2013-2014
OPERATING AND CAPITAL BUDGET AND
SALARY SCHEDULE

WHEREAS, the Otay Water District Board of Directors have
been presented with a budget for the operation of the Otay Water
District for Fiscal Year 2013-2014; and

WHEREAS, the Fiscal Year 2013-2014 Operating and Capital
Budget, has been reviewed and considered by the Board;

WHEREAS, it is in the interest of the District to adopt a
budget for said year:

WHEREAS, in connection with the adoption of the budget, the
Board is also being presented with a listing of job
classifications and salary schedule for its consideration, in
order to comply with California Code of Regulations Section
570.5,

NOW, THEREFORE, BE IT RESOLVED, DETERMINED AND ORDERED by
the Board of Directors of the Otay Water District that the
Operating and Capital Budget for the operation of the District,
incorporated herein by reference, is hereby adopted as the
District’s budget for Fiscal Year 2013-2014.

BE IT FURTHER RESOLVED that the Board hereby approves and

adopts the salary schedule included with the budget and,

consistent with his authority over employee compensation under



both State law and the District’s Code of Ordinances, authorizes

the General Manager to update the salary schedule whenever

necessary to reflect changes made within his authority.

PASSED, APPROVED AND ADOPTED by the Board of Directors of

Otay Water District at a special board meeting held this 14th

day of May 2013, by the following vote:

Ayes:
Noes:
Abstain:
Absent:

ATTEST:

Directors Croucher, Gonzalez, Lopez, Robak and Thompson

None
& 7

None
None
/ President

(s Wz~

DE}trict Secretary:zg
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Past and Present

The Otay Water District was formed in 1956 by a small
group of ranchers, farmers and other property owners
concerned about the declining quality and quantity of well
water. In 1957, developers in south Spring Valley created
the La Presa County Water District to gain water from the
San Diego County Water Authority (CWA). The CWA is the
water wholesale supplier of the member agencies in San

Diego County. In the fall of 1969, these two districts merged

into the Otay Water District. La Presa County Water District (ca. 1957)

Since then, the District has grown from a handful of
customers and two employees to become an
organization operating a water network with more
than 724 miles of potable and 99 miles of recycled
pipelines, 44 reservoirs, a water reclamation plant,
and one of the largest recycled water distribution
systems in the State of California. The character of

the service area has also changed from
predominantly dry-land farming and cattle ranching

to businesses, high-tech industries, and large master-
planned communities. The District's boundaries currently stretch from Otay Mesa and eastern
Chula Vista to Spring Valley, southern El Cajon, and Jamul.

The mission of the District is to provide customers with the best quality water, wastewater, and
recycled water service in a professional, effective, and efficient manner. As with the past few years,
the District continues to face numerous challenges with the slow recovery from the largest
economic downturn since the Great Depression and home foreclosures. The District also faces
large water supply cost increases, inaction in the State Capitol to address the crisis in the
Sacramento — San Joaquin Bay Delta, and the uncertainty of Colorado River water, the source of
100% of our imported water.

In June 2007, the District dedicated the Supply Link Project connecting the recycled water system
to the City of San Diego's City South Bay Water '

Reclamation Plant. Today, the District purchases about 3
million gallons per day (mgd) of recycled water from the

City of San Diego, increasing to 6 mgd ultimately, and in
addition 1 mgd is produced at RWCWRF. With recycled
water meeting a large portion of the landscape irrigation
needs, this means in the future approximately 7 mgd of

potable water does not have to be pumped hundreds of
miles from northern California or the Colorado River. Instead, enough drinking water to serve more
than 15,000 homes is being conserved and can be used to address shortages in the years to come.
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Current Economic Conditions

The District services the needs of a growing population by purchasing water from the San Diego
County Water Authority (CWA). CWA purchases its water from the Metropolitan Water District of
Southern California (MWD) and the Imperial Irrigation District (IID). The District takes delivery of the
water through several connections of large diameter pipelines owned and operated by CWA. The
District currently receives treated water from CWA and from Helix Water District (HWD) by contract
with CWA. In the Southern region, in addition to the treated water deliveries from CWA, the District
has an emergency agreement with the City of San Diego in the case of a shutdown of the main
treated water source. Through innovative agreements like this, benefits can be achieved by both
parties by using excess capacity of another agency and diversifying local supply, thereby
increasing reliability.

For several decades, the District has collected and recycled wastewater generated within the
Jamacha drainage basin and pumped the recycled water south to the Salt Creek basin where it is
used for irrigation and other non-potable uses. However, the demand for recycled water out-paced
the supply, requiring the District to supplement the limited supply of recycled water with potable
water. Through the agreement with the City of San Diego, the District has discontinued
supplementing its recycled demand with potable water. Once again, this decreases the demand
on potable water and increases reliability of the District's supply.

The District's sewer service area is growing at a slow but steady rate of approximately 0.2% each
year. Most of this growth is from small development projects or homeowners converting their
septic system to sewer because of environmental issues.

The District's water service area was one of the fastest growing regions in the nation. During the
past decade, the population of the service area has nearly doubled. It is estimated that the District
is currently serving approximately 211,000 residents. The local and national recovery from the
global recession of 2009 has been slow; however, due to San Diego County’s diverse economy, it is
forecasted to do better than most of the nation.

Over the past 10 years, the District has added more than 6,768 new customer connections, with
2,326 occurring in Fiscal Year 2004. In Fiscal Year 2013, the District sold 284 meters which is an
average of 24 meters per month.



The Future

The District continues to use the challenges presented by growth to create new opportunities and
new organizational efficiencies. By utilizing and continuing to refine its Strategic Business Plan, it
has captured the Board of Director's vision and united its staff in a common mission. The
organization has achieved a number of significant accomplishments based on its successful
adherence to its Strategic Business Plan. The District is not only poised to continue successfully
providing an affordable, safe, and reliable water supply for the people of its service area, but is set
to reap the rewards of greater efficiencies and economies of scale.

Future Development

As in the previous fiscal year, the District employed an Economist to provide an Economic Outlook
of the National Economy, San Diego County's Economy, the future of South San Diego County and
an overview of the Otay Water District. Projections of future development indicate that the ratio of
multi-family units will increase because the remaining land is zoned for multi-family development.

Projected Total For Sale and Rental Units
Otay Water District Service Area
FY 2014 through FY 2019
Project FY14 | FY 15 | FY 16 | FY 17 | FY 18 | FY 19 | Total
Total Single-Family Units 103 273 310 510 513 500 | 2,209
Total Condominium 140 383 383 400 500 500 | 2,306
Total Rental 839 691 580 250 250 250 | 2,860
Total Units 1,082 | 1,347 1,273 (1,160 |1,263 [1,250 [/,375
% Multi-Family | 90% | 80% | 76% | 56% | 59% | 60% | 70% |

Source: The London Group Realty Advisors, April 2013

Using the economist report, the District's engineering staff projects that over the next six years the
District will sell another 3,424 meters which translates to 5155 equivalent dwelling units (EDUSs).
These projections have been incorporated in the Five-Year Forecast on pages 52-53.

Projected Meter Sales
1400 in EFDUs

1200

1000
800
600 801
400 647

200 354

1,195

1,108

Meters

FY 14 FY 15 FY 16 FY 17 FY 18 FY 19
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The Future

San Diego County Water Supply

San Diego County imports about 90 percent of its water from the Colorado River and Northern
California. Since these sources face legal and environmental constraints, the region has been
exploring other ways to ensure an adequate water supply, including increased water recycling,
more aggressive conservation programs, increased water storage, groundwater desalination and
seawater desalination.

Carlsbad Desalination Project

The District's water wholesaler, the San Diego County Water Authority, voted on November 29,
2012, to approve a water purchase agreement with Poseidon Resources Corporation (Poseidon).
Under the water purchase agreement, the Water Authority will purchase 48,000 to 56,000 acre-feet
of water annually from the desalination plant located in Carlsbad, California. The plant is

)\ 1

expected to produce up to 50 million gallons of #

water a day beginning in 2016 and will generate 2
enough water to meet 7 percent of the region’s
demand. The total price for the desalinated
water, including related upgrades to the Water
Authority’s pipelines and treatment plant, is
projected to start between $2,041 and $2,290 per
acre-foot (in 2012 dollars). An acre-foot is

\ A\,

approximately 325,900 gallons, or enough to \ \ i T
supply two typical single-family households of four Carlsbad Desalination Project rendering

for a year.

Rosarito Desalination and the Otay Mesa Conveyance and Disinfection System Projects
The Rosarito Desalination Project is comprised of a 100 million gallons per day seawater reverse
osmosis desalination plant, together with a pump station and pipeline, to convey water to Tijuana

and excess production water to the District. This will § i A R e e
be the first cross-border water supply project of its : s
kind and requires public messaging to inform key
stakeholders and the public of the significance of the
Project. If successful, this Project will start delivering
water to District customers by early 2018. The
Project includes the construction of facilities on the
U.S. side to include a large diameter pipeline 3.5
miles long, a pump station, a disinfection facility and
the use of the Roll Reservoir in Otay Mesa. Rosarito Desalination Project rendering



Demographics

The District boundaries shown in the map encompass an area of approximately 125.5 square miles
in San Diego County, located immediately east of the City of San Diego metropolitan area and

running from the City of El Cajon south to the international border. SANDAG creates and
maintains a tremendous quantity of

SANTEE

demographic, economic, land use, siNDIEGO
transportation and criminal justice information
about the San Diego region. The demographic
data include population characteristics like age,
education, and employment. Because of the
overlapping of the District's service area with the "‘m s
cities of Chula Vista, La Mesa, El Cajon, and the i
unincorporated areas of Spring Valley and

Jamul, the following demographic data is from IMPERIAL
L

the City of Chula Vista as it most closely

represents the District.

Demographics of the City of Chula Vista
The population of Chula Vista has grown from 83,927 in 1980 to 249,382 in 2012. This represents an
increase of 165,455 in the past 30 years or a 197.1% increase, which correlates to the District's rapid

growth for the same period. As shown in the table below, the ethnic/racial makeup of the City
consists of 58% Hispanic, 20% White, 14% Asian, 4% Black, and the remaining 7% is all other
groups. In a recent economic forecast conducted by the London Group Reality Advisors, the
District's median age is 35.5 and 33.0% of adults have a four-year degree or higher. The average
household income is $96,791 and the median household income is $80,479.

2012 City of Chula Vista Demographics

Population 249,382
Persons/Household 3.17
Ethnic/Racial makeup
Hispanic 58%
White 20%
Asian 14%
Black 4%
Other 7%
Median Age 355
Percentage with 4 year degree or higher 33.0%
Average Household Income $ 96,791
Median Household Income $ 80,479

Source: SANDAG; The London Realty Group, Claritas Demographics
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Water Rate Comparison

The District strives to remain cost effective in its rate setting, by controlling operating cost, yet passing
through the full cost of supply. In June 2013, the District conducted a survey of the water rates of its
neighboring water providers within San Diego County. The following chart shows that the District is in
the top 11 of the lowest water rates.

SURVEY OF MEMBER AGENCY WATER RATES
BASED ON 14 UNITS OF WATER USE AND 3/4 METER SIZE
PROJECTED WATER BILL FOR FY 2014

Lakeside $61.59
Yuima $65.78
San Dieguito $67.97
Poway $71.56
Helix $72.31
*Oceanside $74.33
*Santa Fe $74.45
Vallecitos $75.65
*Carlsbad $76.61
San Diego $77.44
Otay | $77.84
Rincon $78.34
*Olivenhain $79.05
*Del Mar $80.77
Sweetwater $84.64
*Fallbrook $88.05
Escondido $88.24
*Vista $91.66
Valley Center $92.87
Ramona $103.26
Padre Dam W $106.13
Padre Dam E $108.51
Rainbow $112.27
$:- $20 $AI10 $é0 $I80 $1IOO $1I20

* At the time of the survey in June 2013, the member agency's FY 2014 rate was unavailable.
The estimated increase is equal to the District's FY 2014 average rate increase.



Sewer Rate Comparison

The District conducted a survey of the rates of the sewer providers within San Diego County. Sewer rates
are billed at either a fixed or variable rate. The following chart shows the various sewer providers and the
type of rate that is charged to the consumers. The District is among the lowest sewer rates in the County
of San Diego.

SEWER RATE COMPARISON, SAN DIEGO COUNTY
BASED ON 14 UNITS OF WATER USE AND 3/4 RESIDENTIAL METER SIZE
PROJECTED SEWER BILL FOR FY 2014

Leucadia ﬁ 22.83
Carlsbad ﬁ 2759
San Diego, County ﬁ 28.00
*National City RSl  34.04 B Water consumption based sewer rate
Vallecitos R 3591 B Flat Sewer Rate
Otay [ 4235 B Otay Water District
Lemon Grove _ 43.04
LaMesa i 4662
Poway | — 720
Solana Beach _ 50.17
I Cajon | — 5.4
Ramona | 5° 10
Escondido. | 5353
*Valley Center - MG _ 54.32
Vit —) 5550
Chula Vista | — 5502
Buena R 5280
SN DGO U | e 6571
Imperial Beach | ———— 551
NN | e— 5559
Rancho Santa Fe | —— 7073
Rain b, 7197
P D | ——— 7733
ook, 8066
VNN | | mmeeeeesrnf 5530
Sl | '
Valley Center - M - A, 9915
Tl Ceer - Y R — 10461
e M, 12095

$- $20 $40 $60 $80 $100 $120

* At the time of the survey in June 2013, the member agency's FY 2014 rate was unavailable. The
estimated increase is equal to the District's FY 2014 average rate increase.
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Service Area Assessed Valuation

Otay Water District's service area encompasses property with over $22.8 billion of assessed valuation.
Properties are assessed at 100% of their full value less exemption from taxation under the law and
homeowner's exemptions. As shown in the chart below, since 2009 there has been a notable decrease
in the assessed value of properties primarily due to the real estate market downturn and increased
foreclosures in the District service area. The assessed valuation is the basis for the property tax change.
The District receives its portion of the 1% property tax, according to Proposition 13 and AB8, and with the
increases in the assessed valuation the District will benefit by receiving its proportionate share of this

increase.

Five-Year Service Area Assessed Valuation, in millions ($)

$26,752
$28,000 ST $24,199
$23,519 $23,145 $22,836

i
$24.000 — — =

$20,000

$16,000

$12,000

$8,000

$4,000

3$-

Source: County of San Diego Auditor and Controller



Ten Principal Taxpayers as of June 30, 2013

=
©

© © N o g &M W N

Organization

GGP-OTAY RANCH LP

REGULO PLACE APARTMENTS INVESTORS LLC

S P LAVIDAREAL LLC

CAMDEN USA INC

E Q R-MISSIONS AT SUNBOW LLC
SSBTLCREV LLC

BRE-FM CALLC

CAPITAL SALVAGE INC

SYCUAN TRIBAL DEVELOPMENT CORP.

VESTAR CALIFORNIA XVII LLC

Total

Total Service Area Assessed Valuation

m Other Taxpayers
B Ten Principal Taxpayers

Assessed Percent

Value to Total
$ 118,496,741 0.53%
92,893,489 0.42%
70,737,194 0.31%
64,164,161 0.28%
58,842,674 0.26%
50,676,080 0.22%
50,490,696 0.22%
44,268,000 0.19%
42,201,128 0.18%
35,670,295 0.16%
$ 628,440,458 2.75%

$ 22,836,336,223

$ 628,440,458
22,207,895,765

$ 22,836,336,223

36



37

Ten Largest Customers - Fiscal Year 2013

© © N o o bk~ w0 Db B

[E
©

Customer Name Customer Type

City of Chula Vista Publicly Owned
State of California Publicly Owned
County of San Diego Publicly Owned
City of San Diego Publicly Owned
EastLake County Club Commercial
EastLake lll Community Commercial
Sweetwater School District Publicly Owned
Highlands Golf Company, LLC Commercial
Chula Vista School District Publicly Owned
SANDAG Publicly Owned
Total

Actual FY 2013 Water Sales (All Customers)

m Others
m Ten Largest Customers

Annual

Revenues

% of
Water
SEES

$ 3,079,176 4.3%
948,779 1.3%
801,457 1.1%
638,175 0.9%
540,498 0.7%
539,273 0.7%
460,200 0.6%
454,086 0.6%
448,741 0.6%
362,369 0.5%

$ 8,272,754 11.5%

$ 72,157,731

$ 8,272,754 11.5%

63,884,977 88.5%

$ 72,157,731 100.0%




San Diego Rainfall

Fiscal Years 2004-2013

30

25

22.50
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Inches

10
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Fiscal Year

mmm Annual Rainfall  e=g==10-Year Average Rainfall (9.18 inches)

Although San Diego received less than normal rainfall in Fiscal Year 2013, the District is expecting that
San Diego's rainfall will return to its average pattern and volume for Fiscal Year 2014. The 10-year
average of 9.18 inches for San Diego rainfall reflects the long-term drought conditions for our area. San
Diego's rainfall average over 20 years is 9.17 inches; the 30-year average is 9.74 inches; and the 40-year

average is 10.36 inches.

San Diego rainfall, while a contributing factor, is not the controlling factor for our potable water supply
shortage. The San Diego region imports 90% of its potable supply, so conditions elsewhere affect the
actual amount of water available to the District. In the event the amount of water supplied to the District
is reduced, water sales revenues would decrease. Related water purchase expenses would also be
reduced, mitigating the impact of the decrease in revenues. The amount of any supply reduction would

dictate the magnitude of the District's response and type of reaction.

The San Diego rainfall information shown in the chart above uses data from the San Diego Airport at
Lindbergh Field and is provided by the Western Regional Climate Center. More information can be
obtained from their website: http://www.wrcc.dri.edu. The Western Regional Climate Center's website
data, in turn, is derived from data received from the National Climatic Data Center, the National Weather
Service, the National Resource Conservation Service, the Bureau of Land Management, the U.S. Forest
Service, and other federal, state, and local agencies. Although the data reflects actual rainfall at
Lindbergh field, it is representative of rainfall for the area served by the Otay Water District.
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Budget Summary

The FY 2014 Operating Budget is summarized and presented in the Operating Budget Summary-
General Fund on pages 44-45. This schedule presents the District's overall Revenues and
Expenditures by type. Also included in this section is the Operating Budget Summary by System on
page 46 which presents the General Fund budget in the business segments of Potable, Recycled
and Sewer. Additional schedules provided in this section are the General Fund Revenues,
Expenditures and Transfers, Fund Balance Summary by Fund, the Revenues and Expenditures by
Fund and the Revenues and Expenditures by Type for all funds are presented on pages 47-51.

For Fiscal Year 2014, the District has approved an increase in water rates for its customers in order to
pass-through cost increases from water suppliers. The District also approved an increase in sewer
rates for the rehabilitation of the aging sewer system. These cost increases are being experienced by
our neighboring water agencies and most are encountering similar rate increases.

OPERATING BUDGET SUMMARY — GENERAL FUND

The Operating Budget for Fiscal Year 2014 is $86.1 million in comparison to the previous fiscal year
budget of $82.3 million. The $3.8 million increase is a result of water supply rate increases of 5.0%
from MWD and 4.3% from CWA. CWA's increase is due to the high cost of supply programs, higher
energy rates, and increase in operating costs.

Revenues

Potable Water Sales

Potable water sales revenue collected from the sale of water, including: system charges, energy
charges, and penalties accounts for 77.9% of the District's operating revenues. It is estimated that
28,985 acre-feet of potable water will be sold during FY 2014, which is an increase of 60.2 acre-feet
from FY 2013. Budgeted revenues from water sales are projected to be $67.0 million, an increase of
8.5% from FY 2013, which is primarily due to necessary rate increases because of higher water costs
from CWA and MWD. Additional schedules relating to potable water sales are included in the
Potable Revenues and Expenditures section of this budget.

Recycled Water Sales

Recycled water sales revenue is comprised of collections from the sale of 2,916 acre-feet of recycled
water to customers at a discount of 15% off the potable irrigation rate. The FY 2014 sales revenue
budget is $8.3 million which is an increase of $637,700 from FY 2013 and includes the incentive
credits provided by MWD and the CWA.

Sewer Revenues

Sewer charges are the monthly fees collected from the sewer service connections and represents
99% of the District's sewer revenue. The remaining 1% of revenue is derived from penalties. The
monthly fees are determined by volume of flow and the strength of solids discharged into the sewer
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Budget Summary

system. The FY 2014 Sewer Revenues are projected to be $2.7 million which is a slight increase of
$146,400 from FY 2013.

Meter Fees

Meter fees are charges collected for new water service connections. Fees vary depending upon
meter size and type of service. The FY 2014 revenue from meter fees is $81,600, which is $30,600
less than the FY 2013 budget. The costs associated with meter installations are included in the
Operating Expenses section.

Capacity Fee Revenues

These fees are earned by the General Fund for Engineering Department’s support for expansion
functions. The FY 2014 capacity fee revenue is $1.3 million which is an increase of $110,600 from
FY 2013.

Betterment Fees for Maintenance

These fees are earned by the General Fund for Water Operations Department's maintenance of
certain District assets. The FY 2014 Betterment Fees is $776,700 which is an increase of $87,300
from FY 2013.

Tax Revenues

The District receives 1% property tax revenues, debt-related assessments, and availability fees on
properties within the District's boundaries. These revenues are collected by the County of San Diego
via the Property Tax Roll and remitted to the District annually. Based on the historical collections
from the County of San Diego, the District projected tax revenues of $3.6 million, a decrease of
$285,500 compared to FY 2013.

Non-Operating Revenues

Non-operating revenues are revenues that are not directly related to the operation of a water or
sewer utility, and include such items as District property rentals and leases, and billing services for
the City of Chula Vista. The District projected a $1.8 million for FY 2014 which is a decrease of
$68,300 compared to FY 2013.

Interest

Interest is earned by each fund that has a positive balance and is paid by each fund with a negative
balance. Interest income on General Fund balances is considered general use revenue. Interest
revenue is projected to be 69,100 in FY 2014 which is $36,600 less than FY 2013.

Transfers

These transfers are necessary to ensure that each fund pays its fair share of costs, or to achieve
required fund balances per the District's policy. For FY 2014, the General Fund Draw Down is



Budget Summary

$61,600 which is a decrease of $885,300 compared to FY 2013. Transfers from the Potable General
Fund are $152,800 in FY 2014 which is a decrease of $442,200 compared to FY 2013.

Transfer from OPEB Reserve
In Fiscal Year 2008, the District established an OPEB Trust with CERBT. This gave the District a high
rate of return, lowering the amount necessary to reserve for OPEB expenses. The remaining amount

was placed in a District held reserve. The funds have been used as directed by the Board, to fund
both OPEB and employee compensation. This fund will be depleted in FY 2014. The District
budgeted to transfer $149,800 in FY 2014 which is a decrease of $729,700 compared to FY 2013,

Expenditures

Potable Water Purchases

Water purchases are the expenses of purchasing 30,584 acre-feet for the District's potable water
supply. A provision has been made to allow 1,599 acre-feet of water for District usage, leakage, and
evaporation. Total Potable Water Purchases is projected to be $33 million in FY 2014 which is an
increase of $2.5 million compared to FY 2013.

Recycled Water Purchases

Recycled water purchases are the expenses of purchasing 2,916 acre-feet for the District's recycled
water supply. The District no longer budgets for a potable supplement to the recycled system due to
the source of recycled water from the City of San Diego. Total Recycled Purchases is projected to be
$1.6 million in FY 2014 which is an increase of $95,500 compared to FY 2013.

Infrastructure Access Charge

This charge was established in Fiscal Year 1999 by CWA to finance a portion of its fixed annual costs
including annual payments of principal and interest on debt as well as 80% of all operation and
maintenance costs. This fixed charge is based on the number of "household meter equivalents.”
Infrastructure access charges are projected to be $1.9 million in FY 2014 which is an increase of
$38,100 compared to FY 2013.

Customer Service Charge

This charge was established in Fiscal Year 2004 by CWA as a fixed charge. The Customer Service
Charge is set to recover costs necessary to support CWA's development of policies and
implementation of programs that benefit the region as a whole. Customer service charges are
projected to be $1.8 million which is an increase of $65,800 compared to FY 2013.

Emergency Storage Charge

The Emergency Storage Charge was established by CWA in Calendar Year 2003, to recover costs
associated with non-agricultural water deliveries and is allocated based on each member agency’s
share of deliveries. Emergency storage charges are projected to be $4.5 million which is an increase
of $429,500 compared to FY 2013.
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Capacity Reservation Charge

This charge was established in Fiscal Year 2002 by the MWD, as a fixed charge on a member
agency's requested maximum day capacity. The Capacity Reservation Charge is a charge per
cubic-foot-second (cfs) and is applied to the amount of capacity (daily flow) a member agency
expects to use during the peak period from May through September. Capacity reservation charges
are projected to be $531,000 which is an increase of $27,000 compared to FY 2013.

Readiness-to-Serve Charge

This charge was established in Fiscal Year 1996 by MWD, to recover the principal and interest
payments on non-tax supported debt service used to fund the capital improvements necessary to
meet the continuing reliability and quality needs associated with current demands. These costs are
offset by standby charges collected by the MWD on the tax bills of District customers. These
charges are projected to be $1.7 million which is an increase of $130,100 compared to FY 2013.

Power Costs

Power is the cost associated with the transmission and distribution of water to customers. The
pumping costs to distribute water vary with elevation and will increase as water sales increase.
Power costs are projected to be $2.7 million which is an increase of $325,300 compared to FY 2013.

Labor and Benefits

Labor and benefits are the wages and fringe benefits for 20143 Full-time Equivalent (FTE)
employees. Labor costs are reduced by the number of hours that are charged to non-operating
Capital Improvement Program (CIP) and developer deposit projects. The detail of actual personnel
and payroll related expenses is included in the Departmental Operating Budget section. Labor and
benefits decreased by $180,800 from $18.9 million to $18.7 million in FY 2014,

Administrative Expenses

Administrative expenses are costs incurred by various departments that are directly related to District
operations. Administrative expenses are projected to be $5.1 million in FY 2014 which is an increase
of $277,700 compared to FY 2013. Additional details are supplied in the Departmental Operating
Budget section.

Materials and Maintenance

Materials and maintenance expense is the cost associated with the operation and maintenance of
District facilities. Materials and maintenance expenses are projected to be $3.5 million in FY 2014
which is $215,000 less than FY 2013. Additional details are supplied in the Departmental Operating
Budget section.
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Reserves

New Water Supply Reserves

These reserves are established to fund new water supply needs including project costs, existing debt
payments, and new debt that will be issued in the future to fund expansion.

Expansion Reserves
These reserves are established to fund expansion needs including project costs, existing debt

payments, and new debt that will be issued in the future to fund expansion.

Betterment Reserves

These reserves are established to fund the betterment needs of facilities including project costs,
existing debt payments, and new debt that will be issued in the future to fund betterment.

Replacement Reserves

These reserves are established to fund the replacement needs including project costs, existing debt
payments, and new debt that will be issued in the future to fund replacement.

OTHER FINANCIAL SCHEDULES/PRESENTATIONS

Operating Budget Summary by System
The Budget Summary by System schedule reflects the separation of operating revenues and

expenses among potable water, recycled water, and sewer. This is provided as information but is
necessary to ensure sufficient revenue is collected from sewer customers versus water customers.

Fund Balance Summary by Fund

This schedule shows each fund’s balance at June 30, 202013, and the projected balance for June 30,
202014, based on the results of the budget and rate model. This includes transfers between funds
made to meet target levels as outlined in the Reserve Policy.

Revenues and Expenditures by Fund

The Revenues and Expenditures by Fund schedule reflect each fund’'s revenues and expenditures by
business line, where appropriate. This schedule is reconciled to the Fund Balance Summary and
excludes transfers between funds.

Revenues and Expenditures by Type — All Funds

This is a consolidated schedule of revenues and expenditures, including sources and uses of funds
but excluding fund transfers.
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Operating Budget Summary - General Fund

Budget to Budget
FY 2012 FY 2013 FY 2014 )
Variance
Actual *
REVENUES

Potable Water Sales $ 56,784,245 | $ 61,754,400 | $ 63,669,294 | $ 67,033500 | $ 5,279,100 8.5%
Recycled Water Sales 7,018,903 7,702,400 8,488,486 8,340,100 637,700 8.3%
Sewer Revenues 2,395,365 2,555,200 2,618,291 2,701,600 146,400 5.7%
Meter Fees 131,904 112,200 108,538 81,600 (30,600) (27.3%)
Capacity Fee Revenues 1,160,066 1,180,600 1,237,085 1,291,200 110,600 9.4%
Betterment Fees for Maintenance 690,885 689,400 612,663 776,700 87,300 12.7%
Tax Revenues 3,587,019 3,882,600 3,600,263 3,597,100 (285,500)  (7.4%)
Non-operating Revenues 2,063,472 1,914,300 1,859,023 1,846,000 (68,300)  (3.6%)
Interest 81,511 105,700 59,399 69,100 (36,600) (34.6%)
Transfer from OPEB Reserve 1,380,000 879,500 879,500 149,800 (729,700)  (83.0%)

Transfer from Betterment Reserve 30,000 - - - - -

Transfer from Replacement 120,000 - - - - -
General Fund Draw Down 522,800 946,900 946,900 61,600 (885,300) (93.5%)
Transfer from Potable General Fund 595,000 595,000 595,000 152,800 (442,200) (74.3%)
TOTAL REVENUES $ 76,561,170 $ 82318200 $ 84674444 $ 86,101,100 $ 3,782,900 4.6%

EXPENDITURES

Potable Water Purchases $ 27,957,531 | $ 30,552,200 | $ 32,063,055 ' $ 33,028,900 | $ 2,476,700 8.1%
Recycled Water Purchases 1,605,774 1,504,000 1,391,947 1,599,500 95,500 6.3%
CWA - Infrastructure Access Charge 1,756,656 1,818,000 1,818,204 1,856,100 38,100 2.1%
CWA - Customer Service Charge 1,553,756 1,687,800 1,688,369 1,753,600 65,300 3.9%
CWA - Emergency Storage Charge 3,505,590 4,086,000 4,086,425 4,515,500 429,500 10.5%
MWD - Capacity Reservation Charge 599,146 504,000 503,873 531,000 27,000 5.4%
MWD - Net RTS and Standby Charge 1,481,211 1,610,400 1,609,710 1,740,500 130,100 8.1%
Subtotal - Water Costs $ 38,459,664 $ 41,762,400 $ 43161582 $ 45025100 $ 3,262,700 7.8%
Power $ 2,138,674 '$ 2,368000 | $ 2430461 $ 2693300 | $ 325300 | 13.7%
Labor and Benefits 17,240,618 18,856,200 18,361,022 18,675,500 (180,700)  (1.0%)
Administrative Expenses 4,299,360 4,804,900 4,254,758 5,082,600 277,700 5.8%
Materials & Maintenance 3,763,097 3,747,900 3,727,095 3,532,900 (215,000)  (5.7%)
Subtotal - Operations Costs $ 27,441,750 $ 29,777,000 $ 28,773,335 $ 29984300 $ 207,300 0.7%
Expansion Reserve 555,000 3,936,000 3,936,000 3,428,000 (508,000) (12.9%)
Betterment Reserve - 1,120,000 1,120,000 125,000 (995,000) (88.8%)
Replacement Reserve 3,330,000 743,000 743,000 4,230,000 3,487,000 | 469.3%
Sewer General Fund 786,800 595,000 595,000 152,800 (442,200) (74.3%)
OPEB Trust - - - 1,242,900 1,242,900 -
Potable General Fund 2,420,500 2,285,800 2,285,800 1,913,000 (372,800) (16.3%)
Sewer Replacement 1,720,000 2,099,000 2,099,000 - (2,099,000) -
New Supply Reserve 1,585,000 - - - - -
Subtotal - Reserve Funding $ 10,397,300 $ 10,778,800 $ 10,778,800 $ 11,091,700 $ 312,900 2.9%
TOTAL EXPENDITURES $ 76,298,713 $ 82318200 $ 82,713,717 $ 86,101,100 $ 3,782,900 4.6%
EXCESS REVENUES (EXPENSES) $ 262,457 % - $ 1960727 $ - $ - -

* Actual unaudited



Operating Budget Summary - General Fund

FY 2014 Operating Revenues

Potable Water Sales
Recycled Water Sales
Tax Revenues

Sewer Revenues

Other Fees
Non-Operating Revenues
Transfers

Interest

FY 2014 Operating Expenditures

Potable Water Costs

Labor and Benefits
Reserve Funding
Administrative Expenses
Materials and Maintenance
Power

Recycled Water Purchases

$ 67033500  77.9%
8,340,100 9.7%
3,597,100 4.2%
2,701,600 3.1%
2,149,500 2.5%
1,846,000 2.1%
364,200 0.4%
69,100 0.1%
86,101,100  100.0%
$ 43425600  50.4%
18,675500  21.7%
11,091,700  12.9%
5,082,600 5.9%
3,532,900 4.1%
2,693,300 3.1%
1,599,500 1.9%

$ 86,101,100  100.0%
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FY 2014 Operating Budget Summary by System

Potable Recycled Sewer Total
REVENUES
Water Sales $ 67,033,500  $ - $ - $ 67,033,500
Recycled Water Sales - 8,340,100 - 8,340,100
Sewer Revenues - - 2,701,600 2,701,600
Meter Fees 79,400 2,200 - 81,600
Capacity Fee Revenues 1,229,600 - 61,600 1,291,200
Betterment Fees for Maintenance 776,700 - - 776,700
Tax Revenues 3,545,500 - 51,600 3,597,100
Non-operating Revenues 1,812,200 - 33,800 1,846,000
Interest 60,900 3,900 4,300 69,100
Transfer from OPEB Reserve 149,800 - - 149,800
General Fund Draw Down - 61,600 - 61,600
Transfer from Potable General Fund - - 152,800 152,800
TOTAL REVENUES $ 74687600 $ 8407800 $ 3,005700 $ 86,101,100
EXPENDITURES
Water Purchases $ 33028900 $ 1599500 $ - $ 34,628,400
CWA - Infrastructure Access Charge 1,856,100 - - 1,856,100
CWA - Customer Service Charge 1,753,600 - - 1,753,600
CWA - Emergency Storage Charge 4515,500 - - 4515,500
MWD - Capacity Reservation Charge 531,000 - - 531,000
MWD - Net RTS and Standby Charges 1,740,500 - - 1,740,500
Subtotal - Water Costs $ 43425600 $ 1599500 $ - $ 45,025,100
Power 2,068,100 523,600 101,600 2,693,300
Labor and Benefits 16,259,300 1,259,900 1,156,300 18,675,500
Administrative Expenses 4,480,500 310,400 291,700 5,082,600
Materials & Maintenance 1,855,700 282,500 1,394,700 3,532,900
Subtotal - Operations Costs $ 24663600 $ 2376400 $ 2944300 $ 29,984,300
Expansion Reserve 3,418,000 10,000 - 3,428,000
Betterment Reserve - 125,000 - 125,000
Replacement Reserve - 4,230,000 - 4,230,000
Sewer General Fund 152,800 - - 152,800
OPEB Trust 1,114,600 66,900 61,400 1,242,900
Potable General Fund 1,913,000 - - 1,913,000
Subtotal - Reserve Funding $ 6598400 $ 4431900 $ 61,400 $ 11,091,700
TOTAL EXPENDITURES $ 74,687,600 8,407,800 $ 3,005700 $ 86,101,100
EXCESS REVENUES (EXPENSES) $ - $ - $ - $ -

* Actual unaudited



General Fund - Revenue, Expenditures and Transfers

Budget to Budget

FY 2012 FY 2013 FY 2014 .
Variance
Actual Budget Actual * Budget
REVENUES
Water/Sewer Rates $ 66,198,513 $ 72,012,000 $ 74,776,072 $ 78,075200 $ 6,063,200 8.4%
Meter Fees 131,904 112,200 108,538 81,600 (30,600) (27.3%)
Capacity Fee Revenues 1,160,066 1,180,600 1,237,085 1,291,200 110,600 9.4%
Betterment Fees for Maintenance 690,885 689,400 612,663 776,700 87,300 12.7%
Tax Revenues 3,587,019 3,882,600 3,600,263 3,597,100 (285,500)  (7.4%)
Non-operating Revenues 2,063,472 1,914,300 1,859,023 1,846,000 (68,300)  (3.6%)
Interest Income 81,511 105,700 59,399 69,100 (36,600) (34.6%)
Transfers 2,647,800 2,421,400 2,421,400 364,200 (2,057,200) (85.0%)
TOTAL REVENUES 76,561,169 82,318,200 84,674,443 86,101,100 3,782,900 4.6%
EXPENDITURES
Water Cost 38,459,664 41,762,400 43,161,583 45,025,100 3,262,700 7.8%
Power 2,138,674 2,368,000 2,430,461 2,693,300 325300  13.7%
Labor and Benefits 17,240,618 18,856,200 18,361,022 18,675,500 (180,700)  (1.0%)
Administrative Expenses 4,299,360 4,804,900 4,254,758 5,082,600 277,700 5.8%
Materials & Maintenance 3,763,097 3,747,900 3,727,095 3,532,900 (215,000)  (5.7%)
Fund Transfers, Net 10,397,300 10,778,800 10,778,800 11,091,700 312,900 2.9%
TOTAL EXPENDITURES 76,298,713 82,318,200 82,713,717 86,101,100 3,782,900 4.6%
EXCESS REVENUES (EXPENDITURES) $ 262,457 $ - $ 1,960,727 $ - $ - $ -

* Actual unaudited
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Fund Balance Summary by Fund

GENERAL FUND
Potable
Recycled

Sewer
Total General Fund
EXPANSION FUND

Potable and Recycled @

Sewer

Total Expansion Fund

BETTERMENT FUND
Potable
Recycled

Sewer

Total Betterment Fund

REPLACEMENT FUND
Potable
Recycled

Sewer

Total Replacement Fund

NEW SUPPLY FUND
Potable
Recycled

Sewer

Total New Supply Fund
OPEB FUND
DEBT RESERVE FUND

TOTAL

Revenues and Expenditures for General Fund as follows:

Actual* Fiscal Year 2014 Budget Projected
Balance Interfund Balance

June 30, 2013 Revenues Expenditures Transfers June 30, 2014
$ 16,756,661 | $ 74,687,600 $ 74,687,600 $ 1,913,000 | $ 18,669,661
3,035,426 8,407,800 8,407,800 (774,000) 2,261,426
1,857,087 3,005,700 3,005,700 (61,600) 1,795,487
21,649,174 86,101,100 86,101,100 1,077,400 22,726,574
971,641 3,175,500 7,566,500 3,785,000 365,641
21,983 - 61,600 40,000 383
993,624 3,175,500 7,628,100 3,825,000 366,024
3,255,622 2,950,800 4,802,100 540,000 1,944,322
(1,888) 112,900 204,000 125,000 32,012
376,053 41,500 333,000 995,000 1,079,553
3,629,787 3,105,200 5,339,100 1,660,000 3,055,887
27,459,711 1,738,900 7,308,800 (1,425,000) 20,464,811
657,890 122,300 450,900 4,230,000 4,559,290
9,691,578 33,300 2,117,000 267,000 7,874,878
37,809,180 1,894,500 9,876,700 3,072,000 32,898,980
375,140 986,500 751,600 - 610,040
512,832 77,000 134,400 - 455,432
887,972 1,063,500 886,000 - 1,065,472
149,705 800 991,400 1,093,100 252,204
17,605,348 664,800 3,753,700 - 14,516,448
$ 82724790 $ 96,005,400 $ 114,576,100 $ 10,727,500 $ 74,881,590

@ The total for interfund transfers does not net to $0 because some transfers are already reflected in the Operating

Expansion Reserve $ (3,428,000)
Betterment Reserve (125,000)
General Fund (1,851,400)
Replacement Reserve (4,230,000)
OPEB Reserve (1,093,100)
Total (10,727,500)

@ Potable and Recycled funds are combined for expansion purposes.

© The fund balance is anticipated to change more than 10% due to the District's ongoing current year CIP expenditures fund
by current years revenues and prior years debt issuance proceeds, as well as transfers made in accordance with the
Reserve Policy found on pages 207-240.

@ This is a planned reduction of this reserve to fund the PERS OPEB trust in accordance with the actuarial analysis, as well
as fund salary and benefit cost in accordance with the Memorandum of Understanding with the labor union.

*Actual unaudited

©)

©)

®
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Revenues and Expenditures by Fund

REVENUES

GENERAL FUND
Potable
Recycled
Sewer

Total General Fund

EXPANSION FUND
Potable
Recycled

Sewer
Total Expansion Fund

BETTERMENT FUND
Potable
Recycled
Sewer

Total Betterment Fund

REPLACEMENT FUND
Potable
Recycled

Sewer
Total Replacement Fund

NEW SUPPLY FUND
Potable
Recycled
Sewer

Total New Supply Fund

OPEB FUND
DEBT RESERVE FUND

Total Revenues

*Actual unaudited

FY 2012 FY 2013 FY 2014

Actual* Budget Actual* Budget
65,590,783 | $ 70,255,100 | $ 71775592 | $ 74,687,600
7,559,139 7,988,600 8,767,111 8,407,800
3,411,248 4,074,500 4,131,742 3,005,700
76,561,170 82,318,200 84,674,444 86,101,100
1,873,048 3,569,600 1,947,226 2,332,400
2,799,471 1,543,700 1,554,732 843,100

3,896 1,900 406 -

4,676,414 5,115,200 3,502,364 3,175,500
3,108,951 3,615,400 2,724,182 2,950,800
755,486 32,900 73,192 112,900
44,366 43,900 43,861 41,500
3,908,803 3,692,200 2,841,235 3,105,200
2,565,204 2,120,700 1,798,381 1,738,900
334,671 160,300 24,950 122,300
36,114 42,200 29,562 33,300
2,935,988 2,323,200 1,852,893 1,894,500
409,513 1,035,300 174,964 986,500
61,526 23,800 53,520 77,000
471,040 1,059,100 228,485 1,063,500
16,724 20,331 3,056 800
760,136 747,900 734,278 664,800
89,330,275 % 95,276,131 93,836,755 % 96,005,400

49



50

Revenues and Expenditures by Fund

EXPENDITURES

GENERAL FUND
Potable

Recycled
Sewer

Total General Fund
EXPANSION FUND
Potable

Recycled

Sewer

Total Expansion Fund
BETTERMENT FUND

Potable

Recycled
Sewer

Total Betterment Fund
REPLACEMENT FUND
Potable

Recycled

Sewer

Total Replacement Fund
NEW SUPPLY FUND

Potable

Recycled
Sewer

Total New Supply Fund

OPEB FUND
DEBT RESERVE FUND

Total Expenditures
SURPLUS (DEFICIT)

*Actual unaudited

FY 2012 FY 2013 FY 2014

Actual* Budget Actual* Budget
$ 65,388,280 70,255,100 | $ 70,968,083 | $ 74,687,600
7,706,695 7,988,600 7,526,709 8,407,800
3,203,740 4,074,500 4,218,924 3,005,700
76,298,715 82,318,200 82,713,716 86,101,100
5,577,429 6,808,600 5,828,937 5,167,000
2,841,020 2,692,800 2,270,550 2,399,500
176,209 165,000 153,541 61,600
8,594,658 9,666,400 8,253,028 7,628,100
6,440,493 5,534,400 4,219,470 4,802,100
69,035 119,000 98,039 204,000
1,038,885 1,522,800 1,155,420 333,000
7,548,412 7,176,200 5,472,930 5,339,100
6,235,808 7,942,800 4,903,562 7,308,800
4,519,201 408,000 269,474 450,900
257,897 1,773,300 1,343,206 2,117,000
11,012,905 10,124,100 6,516,241 9,876,700
391,094 710,800 752,144 751,600
44,536 77,800 56,106 134,400
435,630 788,600 808,251 886,000
1,502,871 801,200 634,221 991,400
6,396,578 5,418,100 3,287,611 3,753,700
111,789,769 116,292,800 107,685998 $ 114,576,100
$ (22,459,495) $ (21,016,669) (13,849,243) $  (18,570,700)




Revenues and Expenditures by Type - All Funds

FY 2012 EY 2013 FY 2014
Actual Budget Actual* Budget
REVENUES AND FUND SOURCES
Potable Water Sales $ 56,784,244 | $ 61,754,400 $ 63,669,294  $ 67,033,500
Recycled Water Sales 7,018,903 7,702,400 8,488,486 8,340,100
Tax Revenues 3,587,019 3,882,600 3,600,263 3,597,100
Capacity Fee Revenues 3,890,246 4,406,700 3,098,524 3,530,000
Grants 935,227 400,000 183,565 92,000
Sewer Revenues 2,395,365 2,555,200 2,618,291 2,701,600
Non-Operating Revenues 2,063,472 1,914,300 1,859,023 1,846,000
General Fund Draw Down 522,800 946,900 946,900 61,600
Interest 568,655 517,531 318,537 289,700
Transfer from OPEB 1,380,000 879,500 879,500 149,800
Capacity Fees for Maintenance 1,160,064 1,180,600 1,237,085 1,291,200
Betterment Fee Revenues 713,570 705,400 770,672 904,800
Betterment Fees for Maintenance 690,885 689,400 612,663 776,700
GO Bond Debt Tax Revenues 597,799 618,300 650,587 597,000
Availability Fees 517,283 519,200 502,283 474,100
Sewer Debt Tax Revenues 14,201 7,000 2,626 1,100
New Supply Fee Revenue 459,031 399,100 329,193 321,800
Meter Fees 131,904 112,200 108,538 81,600
COPs Proceeds 5,154,604 5,490,400 3,365,724 3,762,900
Interfund Transfers 745,000 595,000 595,000 152,800
Total Revenues and Fund Sources $ 89,330,275 $ 95,276,131 93,836,755 $ 96,005,400
EXPENDITURES AND USES OF FUNDS

Potable Water Purchases $ 36,853,891 | $  40,258400 $ 41,769,636 $ 43,425,600
CIP Expenses 18,717,660 17,994,100 11,384,302 13,863,100
Labor Expenses 17,240,618 18,856,200 18,361,022 18,675,500
Interfund Transfers 7,190,000 7,898,000 7,898,000 9,025,900
Debt Service 7,781,983 8,642,300 8,564,448 8,549,000
Administrative Expenses 4,299,360 4,804,900 4,254,758 5,082,600
Materials and Maintenance 3,763,098 3,747,900 3,727,095 3,532,900
Power 2,138,674 2,368,000 2,430,461 2,693,300
Recycled Water Purchases 1,605,774 1,504,000 1,391,947 1,599,500
Capacity Fees for Maintenance 1,160,066 1,180,600 1,237,085 1,291,200
Payment to PERS 753,000 - - -

Betterment Fees for Maintenance 690,885 689,400 616,502 776,700
General Fund Transfers 3,207,300 2,880,800 2,880,800 2,065,800
OPEB Health Expenses 749,871 801,200 634,221 991,400
COPs Proceeds Distribution 5,637,590 4,667,000 2,535,722 3,003,600
Total Expenditures and Uses of Funds 111,789,769 116,292,800 107,685,998 114,576,100
SURPLUS (DEFICIT) $ (22,459,494) $ (21,016,669) (13,849,243) $ (18,570,700)

Note: Consistent with the District's financing plan, the 2010 debt proceeds along with District reserves have been used to
fund capital projects, resulting in the expected deficits in Fiscal Years 2012 and 2013 shown above.

*Actual unaudited



Five-Year Forecast — FY 2015 through 2019

The District updates its Rate Model to build the budget for the upcoming fiscal year and to forecast
the five subsequent years. This financial forecast is designed to provide a general understanding
of how revenues and expenditures are expected to influence the District and is reviewed in relation
to its effect on funding capital projects and reserve levels. Estimates for growth, water costs, and
others such as rainfall, and average water consumption per customer, are used throughout the
Rate Model to calculate various revenue and expense amounts in each year. The Engineering
Department is primarily responsible for the growth estimates as described in the budget overview
on page 21. Water cost estimates are obtained from District water suppliers, CWA and MWD, and
power cost inflators from San Diego Gas and Electric, the District power supplier. Labor and
benefit cost inflators are based on the Memorandum of Understanding with the District's labor
union, estimates from the District's health providers as well as actuarial reports from the District's
pension providers. Other general inflators are derived from statistical data from consumer price
indexes for the region.

The District must look at building new infrastructure to service the needs of its customers. The CIP
Master Plan looks at the service needs of all customers over the next six years and at the
betterment and expansion needs from now until ultimate build-out. The capital projects and the
funding for them are reviewed annually by the Engineering Department. As new capital assets are
brought into service, they are managed by an Infrastructure Management System (IMS) which is
crucial to tracking and maintaining the history of 724 miles of potable pipelines, 99 miles of
recycled pipelines, 88 miles of sewer lines, 40 potable and 4 recycled reservoirs, 21 potable and 3
recycled pump stations, and a 1.3 million gallons per day reclamation plant. Utilizing an integrated
database from the Geographic Information System (GIS) provides real-time work order planning,
execution, and consolidation of all maintenance history. These systems are also integrated with
financial software to allow asset tracking and management information. As the systems are further
developed, the District will be able to better anticipate operating costs associated with the capital
projects. The impact of the CIPs on the Operating Budget is addressed in the CIP section of this
budget.

Projected Cost of Water

The projected water cost is based on CWA's Rate Modeling Program. This process evaluates
many options of the Regional Water Facilities Master Plan, which determines the most feasible
projects for water resources and

. . . Projected Cost of Water
incorporates these decisions into

CWA's Capital Improvement $2000 s1724 CESSL
Program. This cost is also based
) ) S 31500 |
on CWA’'s estimated water cost &
[}
for purchases from MWD and the 2  $L000
Imperial Irrigation District (IID). & a0 -

CY 2014 CY 2015 CY 2016 CY 2017 CY 2018 CY 2019
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General Fund Forecast - FY 2015 Through FY 2019

This forecast incorporates both cost increases for expenditures and rate increases for revenues, as well as

growth projections.

Revenues and Expenditures Forecast, in millions ($)

FY 2018

m Expenditures

FY 2017

98,705,800
82,800
1,260,600
801,400
17,000
1,950,300
3,736,600
207,400

FY 2019

FY 2018

105,325,100
83,300
1,273,200
812,200
26,200
1,987,200
3,898,800
414,100

FY 2019

109,577,200 ‘

83,900
1,285,900
823,900
36,000
2,024,900
4,070,700
634,800

$ 106,761,900

$ 113,820,100

$ 118,537,300

$ 61,617,100
3,282,700
20,621,700
5,206,300
4,079,900
11,954,200

$ 66,195,100
3,451,600
21,287,300
5,365,700
4,246,100
13,274,300

$ 71,152,300
3,632,100
21,969,900
5,530,400
4,419,300
11,833,300

$ 106,761,900

$ 113,820,100

$ 118,537,300

$120
$100
$80
$60
$40
$20
$0
FY 2015 FY 2016 FY 2017
m Revenues
REVENUES FY 2015 FY 2016
Water/Sewer Rates 83,586,400 90,699,000
Meter Fees 81,600 82,200
Capacity Fee Revenues 1,235,700 1,248,100
Betterment Fees 783,100 790,900
Annexation Fees - 8,200
Non-operating Revenues 1,879,500 1,914,000
Tax Revenues 3,602,800 3,667,900
Interest Income 84,400 145,800
TOTAL $ 91,253,500 $ 98,556,100
EXPENDITURES AND TRANSFERS
Water Cost $ 47,865,700 | $ 54,317,100
Power 2,813,500 3,021,600
Labor and Benefits 19,241,100 19,926,300
Administrative Expenses 4,905,500 5,053,500
Materials & Maintenance 3,744,500 3,906,700
Reserve Funding , Net 12,683,200 12,330,900
TOTAL $ 91,253,500 $ 98,556,100
EXCESS REVENUES $ - $ -




Fund Balances Forecast - FY 2015 Through FY 2019

FUND

General Fund
Betterment Fund
Replacement Fund
Expansion Fund
New Supply Fund
Debt Reserve

TOTAL

$80

$60

$40

$20

$0

m General Fund
m Expansion Fund

FY 2015 FY 2016 FY 2017 FY 2018 FY 2019
$ 19,649,800 | $ 21,562,500 | $ 23,713,900 $ 25143100 $ 26,682,800
1,860,100 3,614,200 2,071,900 205,200 219,600
31,598,500 27,620,600 25,061,600 26,257,700 27,804,900
638,300 479,100 1,855,300 6,192,400 6,191,900
2,098,500 2,486,800 1,601,100 222,600 169,500
8,940,900 425,200 315,800 338,200 382,300
$ 64,786,100 $ 56,188,400 $ 54,619,600 $ 58,359,200 $ 61,451,000

Fund Balances Forecast, in millions ($)

FY 2015

FY 2016

FY 2017

m Betterment Fund
New Supply Fund

FY 2018

FY 2019

m Replacement Fund

m Debt Reserve
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Debt Management

Financing the capital improvements needed to provide alternative sources of water supply to keep
up with the growing demand in the District's service area has been accomplished through a
combination of long-term and short-term financing sources. These include General Obligation
Bonds, Certificates of Participation (COPs), Build America Bonds (BABs), developer fees, and pay-
as-you-go funding.

The District's primary debt management objective is to keep the level of indebtedness within
available resources and within limits that will allow the District to meet the debt service coverage
ratios required by the bond covenant. Bonds have been and will be used to improve existing
facilities and to build the projects in the Capital Improvement Program (CIP). The District's debt
service obligations have a significant effect upon the District's current and future water rates. All
efforts that minimize the cost of debt have a corresponding effect that reduces water rates.

In May 2013, Standard & Poor's (S&P) affirmed the District's AA rating. At the same time, S&P
revised its outlook on the District from stable to negative. The revised outlook was based on the
District's financial performance during the past two fiscal years. S&P cited the 2012 debt coverage
ratio of 132% and complete reliance on expensive imported potable water as reasons for the
weaker financial performance. S&P also cited a strong liquidity position and strong income levels
in the district's service area as offsets to the cited credit weaknesses. The 132% actual debt
coverage ratio for fiscal year 2012 exceeded the debt covenant minimum ratio of 125%.

350 -

292 2.89

3.00
2.50
2.00
150
1.00

Coverage Ratio

0.50

FY 2015 FY 2016 FY 2017 FY 2018 FY 2019

mm Actual Ratio — Minimum Ratio=1.25

In May 2013, the District completed an $8.1 million refinance of its 2004 Certificates of Participation
(COPS). As a result, the District and its ratepayers will save $763,000 over the next 10 years.



Debt Management

The District's goal of maintaining a very strong financial ratio has not changed. The rate planning
process has maintained a high level of financial discipline and as a result, the debt coverage
improved during 2013 to 150% and is expected to continue improving during the rate model's
current five year planning horizon. The District's Board of Directors has always held that a strong
debt coverage ratio will benefit the ratepayers as it reduces the cost of water infrastructure; and
have been willing to support this with necessary rate increases. As a result of the District's
consistent financial direction, the change in S&P’s rating outlook is not expected to be a permanent
shift.

To meet the bond indebtedness obligation and maintain stable rates, the rate model is used to
forecast revenues and operating requirements. The District has projected a schedule of rate
increases designed to generate sufficient revenue to pay off existing and planned future debt
issues. See the Policies section of the budget for the District's complete Debt Policy.

Upgrade project at the Ralph W. Chapman Water Recycling Facility
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Schedule of Outstanding Debt

Year
# Incurred

1996
2007
2009
2010
2010
2013

oS OB W N

Description

Certificates of Participation (COPSs)
Certificates of Participation (COPs)

General Obligation (GO) Bonds

Certificates of Participation Series A (COPs)
Build America Bonds Series B (BABs)
Water Revenue Refunding Bonds

Total Outstanding Debt

Maturity
Date

September 1, 2026
September 1, 2036
August 31, 2022

September 1, 2024
September 1, 2040

September 1, 2023

Original

Amount

$ 15,400,000
42,000,000
7,780,000
13,840,000
36,355,000
7,735,000

Outstanding
Balance
06/30/13

$ 10,400,000
37,745,000
6,235,000
12,255,000
36,355,000
7,735,000

$ 123,110,000

$ 110,725,000

All Debts GO Bonds
Total Assessed Valuation - FY 2013 $22,836,336,223 | $9,918,724,059
Percentage of Original Debt to Assessed Valuation 0.54% 0.08%
Debt Limit per District Debt Policy (% of Assessed Valuation) 15.00% 15.00%

Note: The accounting for debt proceeds and payments is described in the District's Reserve Policy found on
pages 207-240.



Projected Principal Payments by Debt Issuance

2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041

TOTAL $ 10400000 $ 6,235000 $ 37,745000 $

I I I l yd
e
T

1996 COPs 2009 GOBs

500,000
500,000
600,000
600,000
600,000
700,000
700,000
700,000
800,000
800,000
900,000
900,000
1,000,000
1,100,000

535,000
550,000
570,000
585,000
605,000
635,000
650,000
680,000
705,000
720,000

2007 COPs

955,000

995,000
1,035,000
1,075,000
1,115,000
1,155,000
1,200,000
1,250,000
1,300,000
1,355,000
1,410,000
1,470,000
1,530,000
1,595,000
1,665,000
1,735,000
1,810,000
1,890,000
1,970,000
2,055,000
2,150,000
2,245,000
2,340,000
2,445,000

2010A COPs
820,000
845,000
870,000
900,000
940,000
975,000
1,015,000
1,065,000
1,120,000
1,175,000
1,235,000
1,295,000

2010B BABs

1,365,000
1,450,000
1,545,000
1,640,000
1,745,000
1,855,000
1,975,000
2,105,000
2,245,000
2,390,000
2,550,000
2,715,000
2,895,000
3,085,000
3,290,000
3,505,000

2013 WRRBs
660,000
605,000
615,000
635,000
660,000
685,000
715,000
745,000
775,000
805,000
835,000

Total
3,470,000
3,495,000
3,690,000
3,795,000
3,920,000
4,150,000
4,280,000
4,440,000
4,700,000
4,855,000
4,380,000
3,665,000
3,895,000
4,145,000
3,210,000
3,375,000
3,555,000
3,745,000
3,945,000
4,160,000
4,395,000
4,635,000
4,890,000
5,160,000
2,895,000
3,085,000
3,290,000
3,505,000

12,255,000 $ 36,355,000 $

7,735,000 $ 110,725,000

$2,500,000

$2,000,000 +~

$1,500,000 -

$0

,»//
/’/ = |
$1,000,000 +~
$500,000 +~ .

1996 COPs

2009 GOBs

2007 COPs  2010A COPs 2010B BABs 2013 WRRBs

m Principal

| Interest
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Projected Interest Payments by Debt Issuance

FY 1996 COPs @ 2009 GoBs ® 2007 COPs 2010A COPs 2010B BABs 2013 WRRBs