Borrego Water District
CORRECTED MINUTES
Special Meeting of the Board of Directors
May 3, 2011
2:00 p.m.

806 Palm Canyon Drive
Borrego Springs, CA 92004

l. OPENING PROCEDURES
A. Call to Order: President Hart called the meeting to order at 2:00 p.m.
B. Pledge of Allegiance: Those present stood for the Pledge of Allegiance.

C. Roll Call: Directors: Present: President Hart, Vice President Lyle
Brecht, Secretary/Treasurer Marshal Brecht, Estep
Absent: Shimeall
Staff: Jerry Rolwing, General Manager/Operations Manager
Kim Pitman, Administration Manager
Public: Jim Wilson, Christmas Judy Meier, Borrego Sun
Circle Comm. Park  Ray Delahay
Dick Walker Jim Engelke
Mark Remy Pete Oljar
Dean McBride Don McKelvey
Brian Cegelski Kathy Johnston
Sheree Pilot Rebecca Falk, RRR
Fred Jee Saul Miller
Linda Haddock, Chamber ~ Laura Maxwell
Sanjay Gaur, RFC (via Roger Ries, American Legion

Videoconference) Bill Wright

D. Approval of Agenda: President Hart announced that Sanjay Gaur of Raftelis
Financial Consultants had suggested approving the Operations and Maintenance budget (Item
11.D) prior to reviewing the proposed rates (Item 11.A). Director Lyle Brecht noted that the press
release had been submitted to the Borrego Sun to meet the noon deadline, so he suggested a
discussion of proposed Frequently Asked Questions (FAQ) instead of review of the press
release (Item 11.C). MSC: L.Brecht/Estep approving the Agenda as amended.

E. Comments from Directors and Requests for Future Agenda Items: None

F. Comments from the Public and Requests for Future Agenda ltems: None

1. CURRENT BUSINESS MATTERS

D. Discussion and possible approval of the FYE 2012 Budget: Jerry Rolwing
explained that the budget had been streamlined as much as possible, and contemplated the worst
case scenario, i.e. without the sale of Montesoro. The Operations and Maintenance budget,
which was the only one under consideration today, would be reduced from $3.2 million last year
to $2.5 million. Director Lyle Brecht requested that once the Capital budget is approved, the
two be filed together with a cover letter. MSC: L.Brecht/M.Brecht approving the FYE 2012
Operations and Maintenance Budget as proposed.

President Hart declared a recess at 2:10 p.m., and the Board reconvened at 2:15

p.m.

C. Discussion and approval of press release concerning rate increase published in
the SUN: Because Mr. Gaur would not be available for the webinar (Item 11.A) until 2:30, this
item was taken out of order.
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President Hart noted that two public hearings were contemplated, and Director
Estep expressed opposition on the basis that it was an unnecessary expense. After discussion
and hearing no opposition from the public, the Board agreed to have only one public hearing at
the regular Board meeting on June 22. President Hart will contact counsel.

President Hart reviewed the FAQs, which explained the reasons for the rate
increase, what would happen without it, and what we have done to reduce expenses. The FAQs
concluded with ways in which the public can participate, the protest process and how
Proposition 218 works.

A Webinar with Sanjay Gaur from RFC to review the proposed rates for inclusion
in the Public Hearing notice for June 22nd: Mr. Gaur joined the meeting via webinar and
summarized his background. He summarized the scenario generated by the model. Our cash
flow would be a negative $425,000 at year end without the rate increase. Reserve targets
include operations and maintenance, capital improvements and emergency. A financial plan for
the next five to six years was presented, suggesting a 30% rate increase in 2012, 16 percent in
2013 and 2014, and 5 percent in 2015 and 2016. By 2017 the reserve target of $2.5 million
could be achieved.

Director Lyle Brecht suggested escalating the increases to build up reserves.
Discussion followed regarding options including higher increases in 2013 and 2014 or 30
percent in 2012 and 2013. Borrowing ability and reserves are an important consideration. The
Montesoro sale is still an unknown but we are assuming the worst case. President Hart noted
that two scenarios, with and without the Montesoro sale, had originally been contemplated.
Fred Jee pointed out that even with a sale, the new owner may want to renegotiate the financial
arrangement with the District. Bill Wright predicted an interested buyer would wait until
foreclosure.

Discussion followed regarding BWD's rates compared to other districts.
President Hart explained that the comparison is difficult because other districts lack aquifers and
import water. Further discussion ensued regarding water and sewer components, and President
Hart explained that they are separate, so water ratepayers will not subsidize the sewer.
B. Discussion and approval of rates for inclusion in the Public Hearing Notice for
June 22nd: MSC: L.Brecht/Estep approving water and sewer rate increases, subject to the
Proposition 218 process, according to the schedule attached hereto and incorporated by
reference. Further discussion followed regarding comparisons to other districts' rates, and Mr.
Rolwing agreed to send data to Mr. Gaur. The Board agreed that an Executive Committee
composed of President Hart and Director Lyle Brecht will complete the drafting of the FAQs.
The information will be available in English and Spanish on the District website and at the
office.

I11. CLOSING PROCEDURE

A. Adjournment: There being no further business, the meeting adjourned at 3:45
p.m. The next meeting of the Board of Directors is scheduled for May 25, 2011 at the Borrego
Water District.
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Fixed Meter Chaiges aie proposed to change as shown in the following table:

 Water Rates for AllID's I
FixedCharge  CurrentRates  Proposed Rates

... Meter Size .....$/Mo. FY2o12  FY2013 . FY2014 FV201S  FY2016

oA $ 1958 62545 $ 3309  $3640 $ 4004 S 4204
il $ 28.62 %3721 $ 4837
11/2" $ 4826 56274 $ 8156

= $ 7305 $9497  $12345  $13580 $ 14938  $ 15685
3" ) $132.67 ﬁl?;.d? S 224.21 $246.63 S 27_1‘30 S 284.86 _
e $21150 $35744  $393.18  $ 43250  $ 45412

6" ~ $42200 $54860 71318 $784.50 § 862.95  $ 906.10

Commodity Rates are proposed to change as shown in the following table:

.. Current Rates Proposed Rates (All ID's)

Winter b1 D3 ID-4&5  FY2012  FY2013 FY2014 FY2015 FY2016
Tierl 45  $102  $123 $112 $1.46 $190  $209 $230 $242

Tier2 >45  $153 ~ $184 $168 $2.19 $285 $314 $346  $364

U, e ————————— e -
...... Tierl 55 5102 $123 $112  $146 $190  $209 5230 $242
.Tier2 >S5  $153  $184 $168  $219  $285  $3.14 $346  $364

S

o Curren"tm

D1 $17.14

ID-5  $3200

FY 2014 FY 2015 FY 2016
$30.43 $31.96 $3356
55679 $59.63 $62.62
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