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BORREGO WATER
DISTRICT

June 27, 2012

Board of Directors:

This Fiscal Year 2012-2013 budget was prepared in compliance with the laws of the State of
California and reflects the Board of Directors’' (Board) priorities and the District’s strategic plans
by which to achieve these priorities.

This budget represents a “bare-bones” budget to accomplish the District's mission and goals
during these tough economic times. The Board’s goals and priorities are fully reflected in this
budget and it will be used as policy guidelines to address the dynamics of the District’s water
supply from the severely overdrafted groundwater basin and the economic challenges of the
District's present finances.

This budget was adopted on June 19, 2012, which shows water and sewer revenues estimated
to be $3,007,982 which represents an increase of 20% from FY 2012. A rate increase of 20%
was needed to help replenish the District’s reserve fund in order to adequately address any
future repairs and restore the District’s credit worthiness.

Included in this budget package are the finalized budget figures calculated at 20% and the
Board detailed charts of the rate increases for FY 2013.

Thank you for your consideration.

Sincerely,

Jerry Rolwing
General Manager

P.O. BOX 1870/ 806 PALM CANYON DRIVE, BORREGCQ SPRINGS, CA 82004 (760) 767-5806 FAX (760) 767-5394 www.borregowd.org



RESOLUTION NO. 2012-06-01

RESOLUTION OF THE BOARD OF DIRECTORS OF THE
BORREGO WATER DISTRICT APPROVING THE
OPERATIONS, MAINTENANCE, CAPITAL IMPROVEMENTS
AND GROUNDWATER MANAGEMENT BUDGETS AND BOARD
DESIGNATED RESERVES FUND POLICY FOR FISCAL YEAR
2012-2013

WHEREAS, the Board of Directors has reviewed and considered the Budget as
presented for Fiscal Year 2012-2013 hereinafter referred to as the “Budget” which is
attached hereto as Exhibit A and incorporated by reference, and

WHEREAS, the Budget provides a comprehensive plan of financial operations
for the District including an estimate of revenues and the anticipated requirements for
expenditures, appropriations, and reserves for the forthcoming fiscal year, and

WHEREAS, the Budget establishes the basis for incurring liability and making
expenditures on behalf of the District.

NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of the
Borrego Water District, that the Budget and each and every part thereof, is hereby
approved and adopted for the Fiscal Year 2012-2013.

PASSED, ADOPTED AND APPROVED at a regular meeting of the Board of
Directors of the Borrego Water District held on June 19, 2012.

Beth A. Hart
President of the Board of Directors
Of Borrego Water District

ATTEST:

Marshal J. Brecht
Secretary/Treasurer of the Board of Directors
Of Borrego Water District

STATE OF CALIFORNIA )
¥ 58
COUNTY OF SAN DIEGO )



I, Marshal Brecht, Secretary of the Board of Directors of the Borrego Water District,
do hereby certify that the foregoing resolution was duly adopted by the Board of Directors of
said District at a regular meeting held on the 19" day of June, 2012, and that it was so
adopted by the following vote:

AYES: DIRECTORS: Hart, L. Brecht, M. Brecht, Estep, Delahay

NOES: DIRECTORS:

ABSENT: DIRECTORS:

ABSTAIN: DIRECTORS

Secretary of the Board of Directors of
Borrego Water District

STATE OF CALIFORNIA )
) ss.

COUNTY OF SAN DIEGO )

I, Marshal Brecht, Secretary of the Board of Directors of the Borrego Water District,
do hereby certify that the above and foregoing is a full, true and correct copy of
RESOLUTION NO. 2012-06-01, of said Board, and that the same has not been amended or

repealed.

Dated: June 19, 2012

Secretary of the Board of Directors of
Borrego Water District



BWD CASH FLOW
BUDGET FY 2013
ADOPTED - JUNE 19 2012
C | E | 1] 1 W

3 BUDGET Y10+ PROJMONTHS>> ADOPTED
4 - ) ~ Fyaoz2 PROJECTED  BUDGET
5 o o _2011-2012  2012-2013
= — e

= — e
] mevenoe I

9

10 |WATER REVENUE )

11 |Residential Water Sales (Assume no water use on Montesoro GC) 424,312 T 663::2? 797,310
12 [Commercial Water Sales 98,000 ) 93,792 112,548
13 |Irrigation Water Sales - 99,000 111,914 134,297
14 |GVWM Surcharge o 94,000 86,003 103,204
15 |Water Sales Power Portion 277,000 276,351 331,621
16 |Readiness Water Charge . 635,000 _ B21,705 986,046
17 |[Meter Installation - B o 40,000 2,020 0
18 | Water hook-up charge o 19,875 Q
19 | Reconnect Fees - 6500 14,874 11,000
20 | Backflow Testing/installation - - 3,300 7,108 5,000
21 |Bulk Water Sales ' - 1,200 3,981 3,570
22 |Penalty & Interest Water Collection 24000 35751 32,252
23 |TOTAL WATER REVENUE: - 1,702,312 2,137,799 2,516,848
24

25 |PROPERTY ASSESSMENTS/AVAILABILITY CHARGES

26 |641500 1% Property Assessments 69,080 68,174 68,174
27 |641502 Property Assess wir/swr/fld (679 parcels $66 ea(44,814)) 45,000 o 24,985 24,985
28 |641502/641503 Prop Assess.- deling-Montesoro($113,987) 0 G 0
29 1641501 Water avail Standby - 82673 78918 78,818
30 |641504 ID 3 Water Standby ( 361 parcels $37.70 parcel (1,3609.7)) 13,609 13,609 13,609
31 [641504 ID 3 Water Standby- (La Casa-2 parcels= $20,150) 20,150 B 19,495 19,495
32 |641503 Pest standby - _ 17,953 14,183 14,183
33 |Penalty & Interest-Avail Charges o 1,000 - 0
34 |TOTAL PROPERTY ASSES/AVAIL CHARGES: 249,465 219,365 219,364
35

36 |SEWER SERVICE CHARGES o

37 | Town Center Sewer Holder's Fees 180,140 180,141 180,144
38 | Sewer user Fees (budget increase figures excludes TCS) 221,400 259,325 309,790
39 | Penalty Interest-Sewer - 1,800 430 1,200
40 | Sewer Inspection Fees B 200 763 0
41 | Sewer Capacity Fees 12138 10,158 0
42 |TOTAL SEWER SERVICE CHARGES: - 415678 450,867 491,134
43

44 |PARK/GOLF INCOME -

45 |CSD Fees-(golfitrash WEA -2,500) _ 18,925 0
46 |CC Golf Income 115

47 |TOTAL PARK/GOLF INCOME: 19,040 0
s _ B

49 |OTHER INCOME -

50 |Rent Income-San Diego County - 7,715 7,715 7,715
51 |AnnexatonfFees 0 - 0
52 |Fire Hydrant installation 5000 - 0
53 [Miscellaneous Income (net csd fee/JPIA rebate) 5,000 13,456 13,000
54 |Administrative Fee-Water Credits 5000 1,000 1,000
55 |Gain on Asset Sold 1,500 - 0
56 | Stag Grant 125,000 131,750 0
57 |Interest Income 1,550 236 200
58 [TOTAL OTHER INCOME: 150,765 154,158 21,915
59

60 [TOTAL INCOME: - 2,518,220 2,981,229 3,249,262
61

62 |CASH BASIS ADJUSTMENTS -

63 | Decrease (Increase) in Accounts Receivable (includes CFD receivable) - (86,225) 0
64 |CC Golf Equipment receivable o o 1,324 2,268
65 | TOTAL CASH BASIS ADJUSTMENTS: - 0 (84,901) 2,268
66 -

57 | TOTAL INCOME RECEIVED: - 2518220 2896328 3,251,530
68

69 ) "'"

8/21/2012 9:57 AM Adopted Budget cashflow fy 2013
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BWD CASH FLOW

BUDGET FY 2013
ADOPTED - JUNE 19 2012
C | E | U | W
3 BUDGET  YTD+PROJ MONTHS>> ADOPTED
4 - - FY2012  PROJECTED  BUDGET
5 e _2011-2012 2012-2013
70 _ EXPENSES - o
71 , -
| 72 [MAINTENANCE EXPENSE -
73 |R & M Buildings & Equipment o 110,000 126,372 130,000
74|R&EM-WWTP c B 35000 34,435 60,000
75 | Telemetry § 20000 16,901 15,000
76 | Trash Removal B 7,500 4,190 3,600
77 |Vehicle Expense o 17,000 9,826 12,000
78 | Fuel & Ol B 38,000 38,268 35,000
79 | TOTAL MAINTENANCE EXPENSE: 227,500 229,992 255,600
80
81 |PROFESSIONAL SERVICES EXPENSE B . -
82 [Accounting 8000 = 4671 4,000
83 [Administrative Services (ADP/Bank Fees) - 4,000 4,062 5,000
84 |Audit Fees 26,000 24,569 26,000
85 | Computer billing 12,000 17,781 9,000
86 |Consulting/Technical 25,000 200 1,500
87 |Engineering o 25,000 7,562 10,000
88 |Legal Services 60,000 14,747 10,000
89 | Testing/lab work - 25,000 23,366 28,000
90 | Regulatory Permit Fees - 45,000 43,938 45,000
91 [TOTAL PROFESSIONAL SERVICES EXPENSE: 230,000 140,898 138,500
92
93 [INSURANCE/INTERESTEXPENSE -
94 |ACWA Insurance 102,774 72,495 72,000
95 |Workers Comp - 20,000 19,425 19,200
96 | Interest-COP 2008/Well 12 Purchase Agreement 194,875 194,875 225,072
97 | TOTAL INSURANCE/INTEREST EXPENSE: _ 317,649 286,795 316,272
98
99 | PERSONNEL EXPENSE i e
100| Board Meeting Expense (board stipend/board secretary) 22,000 9,960 9,130
101} Salaries & Wages (gross) - 826,918 854,059 825,000
102| Taxes on Payroll - - 3293 20,063 19,251
103|{Medical Insurance Benefits i 232,733 208,810 223,000
104)Calpers Retirement Benefits o 178,000 173,354 177 240
105|Salaries & Wages contra account - (18,000) (38,406) (24,000)
106) Canference/Conventions/Training/Seminars 10,500 8,034ﬁ 7,500
107| TOTAL PERSONNEL EXPENSE: 1,285,081 1,235,874 1,237,121
108
109| OFFICE EXPENSE - B -
110| Office Supplies 20,000 15,846 18,000
111| Office Equipment/ Rental/Maintenance Agreements 32,500 25,505 26,000
112|Postage & Freight ) 11,000 10,303 11,000
113|Taxes on Property e 2291 2,288 2,300
114|Telephone/Answering Service 10,700 7,694 8,500
115|Bad Debt Collection o 4000 551 1,000
116{Dues & Subscriptions 8,000 4,953 5,000
117| Printing, Publications & Notices B 5,000 . 654 1,500
118| Uniforms o 7000 6,214 6,500
119)Osha Requirements/Emergency preparedness 7,500 5170 5,000
120| TOTAL OFFICE EXPENSE: 107,991 79,178 84,800
121
122 UTILITIES EXPENSE - -
123| Pumping-Electricity R 320,000 319,498 330,000
124] Office/Shop Utilities - 15,000 15,853 16,000
125{ Celiular Phone o 10,000 8,178 9.000
126/ TOTAL UTILITIES EXPENSE: 345,000 343,530 355,000
127 o 343,530
128| TOTAL EXPENSES: o 2,513,221 2,316,266 2,387,292
129
130|CASH BASIS ADJUSTMENTS _
131|Decrease {Increase) in Accounts Payable o . 70,488 0
132]Increase (Decrease) in Inventory o 18,130 0
133 Other Cash Basis Adjustments - _(850)
| 134| TOTAL CASH BASIS ADJUSTMENTS: - 87,768 0
135 -
136| TOTAL EXPENSES PAID: 513,221 2404034  2,387.292
137,
138|NET CASH FLOW (O&M) ) 4999 492.294 864,237

6/21/2012 9:57 AM Adopted Budget cashflow fy 2013
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BWD CASH FLOW
BUDGET FY 2013
ADOPTED - JUNE 19 2012
¢ | E | U | W

3 ~ BUDGET  vyTD+PROJMONTHS>> ADOPTED

4 - - FY 2012 PROJECTED  BUDGET

5 o _2011-2012  2012-2013
139 et -
140

141 NON O & M EXPENSES ]

14z|USGS Basin study . 131,500 111,494 131,035
143|GWM Planning Costs - unallocated 14,000 8,786 25,000
144|Integrated Regional Water Management Plan/Staff time 53,000 63,787 0
145|BOR S.E. Caifornia Regional Basin Study/Staff Time 20,000 13,477 o
146|STAG/LGA Grant/Staff time B 40000 53,802 0
147|Viking Ranch Purchase o 69,000 75989 0
148| Viking Ranch Purchase RESERVE o 100,000
149| GWMW/ABD-IRWM Legal Expenses o 10000 700 a
150| Water Credit Policy legal expenses 12,000 3139 0
151|Contingency for possible well pump/motor failure 60,000 58,181 62,000
152|Rams Hill #1 1980 steel needs inside coating, 1.25mg B 150,000 - 200,000
153) Twin Tanks, 1970's-inside coating {rescheduled into 2013-2014) 40,000 - 0
154| Pickup o - 15,000
155|104, Reducing Station design and installation N 0 ] - 25,000
156) Circle J Drive pipeline (excludes BWD labor) - 0 - 60,000
157|Montezuma Road pipeline project-final o 11,900 0
158 Two water credit refunds-less admin processing fee 10,000 10,000 0
159| Telemetry Radio & PLC Upgrades 29,081 25,081 0
160| Splitter Box Concrete Repairs-WWTP - 9,100 9,100 0
161|Bending Elbow Pipeline Project (includes labor of $8,700) 16,500 14,495 0
162 New Motor & Pump Kit for ID4-Booster Station 3 6,130 B - 0
163] Concrete replacement-WWTP o L 10,000
164] Rework drying bed materia-WWTP o - 43,000
165| Roof replacement for Lugo building - 10,000
166| TOTAL NON O&M EXPENSES 670,311 463,931 681,035
167 o ) ) - 7”'__—;
168 CASH RECAP B I )
169| Cash beginning of period B . 779,356 779,356 807,719
170|Net Cash Flow (O&M) B 4999 492,294 864,237
171|Total Non O&M Expenses B (670,311) (463,931) (681,035)
172} Transfer To/From Reserves ) 0 0
173] CASH AT END OF PERIOD - 114,044 807,719 990,922
174 ) o
175 - -
176 __RESERVES - TARGET TARGET
177|Working Capital (3 months) - 629,555 600,000
178|Contingency {3%) - 75,546 - 72,000
179|Asset replacement o 114,791 o 115,000
180{ Emergency B - 2,500,000 2,500,000
181|Viking Ranch Purchase o 100,000
182 TOTAL RESERVES 3,319,892 3,387,000 |

6/21/2012 9:57 AM Adopted Budget cashflow fy 2013
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Water Sales

GWM Surcharge

1% Property Assessments/641502

Water Availability Standby-Admin-6415-01
Sewer Revenue

Interest Income

Other Income

TOTAL PROPOSED INCOME FY 2013:

REVENUE

EXPENSE

Repairs & Maintenance
Professional Services

Insurance

Personnel Expense
Employee Benefits

Office expense
Utilities

Interest Expense-COP 2008

TOTAL PROPOSED EXPENSE FY 2013:

TOTAL NON O & M EXPENSE:

TOTAL NET CASH FLOW FY 2013:

NET INCOME (EXPENSE):

BWD

INCOME/EXPENSE BUDGET

2012-2013
Adopted 06/19/12

TOTAL
BUDGET WATER ID4-WATER SEWER
. 2,413,644 965,458 1,448,186
103,204 41,282 61,922
68,174 27,270 40,904
151,190 60,476 75,595 15,119
491,134 491,134
200 68 100 32
ey Sl 8,154 11,992 3,837
53251,530 1,102,707 1,638,700 510,122
255,600 78,240 117,360 60,000
138,500 46,970 69,801 21,729
91,200 30,929 45,963 14,308
836,881 283,816 421,770 131,296
400,240 135,735 201,712 62,792
84,800 28,759 42,737 13,304
- 355,000 120,393 178,912 55,695
226,072 100,197 124,875 -
2,387,292 825,039 1,203,130 359,124
864,237 277,669 435,570 150,999
681,035 $ 230,963 $ 343,227 106,845
183,202 46,706 92,343 44,153

6/22/2012 Budget FY 2013



Dynamic BfEY

CIVIL ENGINEERING - LAND SURVEYING - CONSTRUCTION MANAGEMENT

6/6/12

Jerry Rolwing

General Manager

Borrego Water District

806 Palm Canyon Drive
Borrego Springs, CA 92004

Mr. Rolwing:

I have reviewed the proposed Capital Improvement Program for the next ten years and
concur that the preojects identified in the schedule are the most pressing physical
infrastructure needs of the District at this time. The estimated costs (in 2012 dollars) of
these improvements are reasonable for planning purposes.

If you have any questions please contact me.

Regards,

David Dale, PE, PLS
Contract Engineer

2415 Imperial Business Park Dr., Suite B, Imperial, CA 92251  Tel. (760) 545-0162 Fax (760) 545-0163
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MEMORANDUM

DATE: June5, 2012

TO: Borrego Water District Board of Directors

FROM: Jerry Rolwing, General Manager and David Dale, Dynamic Consulting Engineers, Inc.
Re: Borrego Water District, 5-10 Year Capital Improvement Program (CIP) Justification

This memorandum is to provide detailed information and justification for the proposed CIP for the next
ten years. Through a regular maintenance schedule, the infrastructure of the Borrego Water District is in
overall good condition. The District is proactive in planning for replacement of known short lived assets
and necessary capital improvement projects to increase the useful life and reliability of the system, and
reduce the District’s risk and overall maintenance costs. This is done through the dedication and
experience of the system operators and staff. The District’s consulting engineer participated in the
preparation of this CIP and Short Lived Assets replacement program.

A CIP will provide many benefits to the District. The CIP will:

e Allow for a systematic evaluation of all potential projects at the same time.

e Provide the ability to stabilize debt and consolidate projects to reduce borrowing costs.
e Serve as a public relations and economic development tool.

e Preserve the District’s infrastructure while ensuring the efficient use of public funds.

e Be atool used for applications for Federal and State grant and loan programs.

Projects included in the CIP were prioritized based on many years of experience and firsthand
knowledge of the system and its deficiencies. The anticipated costs for each project were developed
based on trends in the market and historical costs to the District. Normal operating expenses (such as
office equipment and minor repairs) are not included in the short lived assets program. The CIP includes
projects with a value of $1,000.00 or more.

Justification for the expected expenses in the CIP and Short Lived Assets are as follows:

Short Lived Assets

Wells

This data was compiled from historical repairs to the pumps over a 10 year period. The trends for repairs
and replacements of motors and well casing have also been reviewed over the period. The wells are the
essential component of the water production operation. When a well fails, the entire distribution
system is disrupted. The goal is to properly maintain the equipment on a proactive basis and work for
timely, cost effective repairs before failure. Based on historical trends, the numbers provided in the
Short Lived Assets are realistic. Staff strives to keep the equipment adequately maintained; however
some unexpected failures will undoubtedly arise.

11



Tanks

The California Department of Health Services requires the District to physically inspect the inside of the
domestic water reservoirs every three years. This service is performed by a consultant that utilizes
divers and provides a written report as well as a video. There is one steel reservoir that is equipped with
cathodic protection that presently needs resurfacing. One of our five bolted steel (galvanized) tanks will
need inside coating in this year. As internal inspections warrant, tanks will be coated in future years.
We have two (one domestic and one irrigation) reservoirs that are fitted with a hyperlon bladder. These
bladders need periodic replacements and the costs are based on previous installations. The remaining
six reservoirs were constructed with galvanized metal which historically has proven to be compatible
with the constituents in our local groundwater.

Booster Stations

This data was compiled from historical repairs and anticipated replacement costs.

Wastewater Plant

The costs associated with the wastewater operations are based on historical records and anticipated
repairs by the wastewater treatment plant operator who has been with the District for 25 years. In
order to maintain infrastructure integrity, a ten year program is included to re-build the concrete
facilities that are showing sign of deterioration from the harsh desert climate over the past 25 years. We
have also included a project to video the sewer collection mains in years three and five. There are no
previsions for reclaiming water (tertiary treatment) in this plan since that is based solely on population
expansion to justify the change in operation.

Equipment

These costs are based on normal wear and tear on District vehicles and equipment.

12



Capital Improvement Program (CIP)

Capital Improvement Projects include Wells, Booster Stations, Reservoirs and Associated Transmission
Mains

These are expected major capital improvement items that are anticipated to be required in the next ten
year period. These costs do not account for unanticipated population growth or decline.

Wastewater Plant

These costs are associated with the upgrading of existing infrastructure while following the provisions of
the Regional Water Quality Control Board Order.

Pressure Reducing Stations

These are estimated expenditures based on past and future studies regarding the distribution system.
Pipelines

The distribution system requires continual upgrades to avoid pipeline breaks and associated damages
from negligence. The list of future projects was compiled with staff and engineering assistance and
represents the anticipated pipeline improvements to alleviate any future problems with high pressures
currently experienced within the distribution system.

Other Infrastructure

Over time, fire hydrants fail and require replacement. Some of the older hydrants in the system are
constructed with inferior material as compared to today's standards and a regular replacement program

is needed.

Groundwater Management

Included in the budget are scheduled payments for the Viking Ranch fallowing project. The payment
plan calls for accrued interest payments of $270,750 in year four, followed by interest and principal

payments of $224,936 in year 5 and principal and interest payments in the amount of $80,915 in year 6
through the following 25 years.

13
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BORREGO WATER DISTRICT
POLICY STATEMENT

SUBJECT: CASH RESERVES POLICY

NO: 2011-05-01

ADOPTED: 2011-05-25
AMENDED:

L. BACKGROUND AND INTRODUCTION

Reserves are needed because of risk. Water and sewer operations are inherently risky, given the potential liability
associated with repairing and replacing infrastructure necessary for maintaining 24x7 operations for supplying
water and sewer services to the homes and businesses of Borrego. In addition, water operations have risk
associated with the volatility of revenue due to weather conditions. Reserves also assist in reducing rate shocks.
Without them a water utility is exposed to rate instability. Rate instability increases the cost of borrowing.
Reserves allow the District to smooth out rate increases. In addition, reserves help the District improve its credit
rating, which translates into lower interest rates on debt and thus lower rates for the District’s customers.

Sometimes bond covenants require a rate stabilization reserve.

Many utilities operate in a state of revenue deficiency, which means they either rely on existing reserves, skimp
on funding reserves, or defer economically prudent repair and replacement of infrastructure to the distant future
where much higher costs will be borne by ratepayers to repair or replace infrastructure that has failed
catastrophically. Becoming revenue sufficient means that a utility can count on receiving adequate revenues to
fully fund utility operations, including debt service obligations, some portion of capital improvements from rate

revenues, and reserves. Reserve accounts are a vital part of every water system’s financial health.

This Board believes that operating with a revenue sufficiency is required, not only to remain creditworthy for
future capital borrowing, but to replace depleted reserves necessary to operate most economically. For these
reasons, the District will maintain reserve funds so as to provide working capital for operations; funds required by
law, ordinance and bond covenant; and necessary cash for the scheduled and unscheduled repair and replacement

of capital infrastructure; as well as funds set aside for groundwater management purposes.

Reserves are also necessary for the District to stabilize rates due to normal revenue and cost uncertainties, and to
provide a prudent amount of insurance against economic downturns and emergencies. The efficient and discrete

management of these cash reserves, when combined with their appropriate replacement as they are drawn down

from time-to-time add additional assurance that the current levels of service reliability and quality that the

District’s ratepayers have grown to expect will continue into the future.

This reserve policy is based upon prudent financial management practices and those amounts required by legal,
legislative and contractual obligations that are critical to the financial health of the District. This policy defines

required fund types for segregation purposes and their funding levels that is based upon this District’s unique

operating, capital investment and financial plans.
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II. LEGALLY RESTRICTED RESERVES. Legally Restricted Reserves are established and utilized for
narrowly defined purposes and are protected by law or covenant. The District’s Legally Restricted Reserves are

the following, although none of these reserves are expected to be funded for FY 2012:

Debt Reserves. Reserves shall be formally transferred and restricted in accordance with all legal

requirements.

System Growth Reserves. These reserves are used to offset capital projects or debt service related to

new development in the District so that development pays for itself.

Rate Stabilization Reserves. These reserves are used to stabilize rates to the extent possible. This
reserve, when fully funded, shall be maintained at level of thirty (30%) percent of the revenue generated from the
commodity rate for water services and thirty (30%) percent of the total revenues from sewer services. This reserve

is to defray any temporary unforeseen and extraordinary increases in the operating costs of the District.

III. BOARD RESTRICTED RESERVES

Operating or Working Capital Reserves. The purpose of this reserve is to cover temporary cash flow
deficiencies caused by timing differences between revenues and expenditures. O&M reserves shall be targeted at

an amount equal to three (3) months of the District’s budgeted annual operating expenses beginning in FY 2012.

Contingency Reserves. The purpose of this reserve is to accommodate unexpected operational changes,
legislative impacts or other economic events that may affect the District’s operations which could not have been
reasonably anticipated at the time the budget was prepared. For FY 2012 and beyond, the target level for this
reserve is a minimum of one percent (1%) and a maximum of ten percent (10%) of the District’s total operating

expenses. Generally, the level will be increased as the level of economic uncertainty increases.

Capital Reserves

Asset Replacement. The purpose of the asset replacement reserve is to provide a cushion for unscheduled
and scheduled repair and replacement of existing infrastructure. The target value of this reserve is twenty-five
percent (25%) percent of the three (3) year average of the capital improvement program (CIP) beginning in FY
2012.

Emergency Reserve. The purpose of the emergency reserve is to protect the District and its customers
against the impacts from unanticipated emergencies. It provides funding for emergency repairs or failure of
essential equipment that must be immediately replaced. The emergency reserve target established for FY 2012 is
$2,500,000 which should be sufficient to finance the required cash flow until such time that adequate emergency

financing can be secured from conventional outside resources.

IV. OTHER RESERVE FUNDS. The District's Board may establish other cash reserve funds for specific needs

that are over and above the reserves noted above as may be necessary from time to time.
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A B C D E F
1 BORREGO WATER DISTRICT
2 FIVE YEAR NET INCOME/ Projected Projected Projected Projected Projected
3 WORKING CAPITAL PROJECTION FY 2012-13 FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17
4 | Prop 218 Approved Revenue Increases 30% 10% 10% 5% 0%
5 | Projected Revenue Increases 20% 20% 5% 5% 0%
6 |Existing Rate Revenue S 2,103,978 | $ 2,103,978 | $ 2,103,978 | $ 2,103,978 | $ 2,103,978
7 |Additional Revenue S 458,346 | S 1,008,361 | S 1,173,366 | § 1,346,621 | 1,346,621
8 |Other Income S 686,639 | S 686,639 | S 686,639 | § 686,639 | S 686,639
9 |Total Revenue (/w Other Rev.) $ 3,248,963 | § 3,798,978 | $ 3,963,983 | § 4,137,238 | $ 4,137,238
10
11 |O&M Expenses S 2,162,221 | $ 2,162,220 | $ 2,162,220 | S 2,162,220 | $ 2,162,220
12
13 |Net Revenue $ 1,086,742 | $ 1,636,758 | § 1,801,763 | $ 1,975,018 | $ 1,975,018
Wl - | L
15 |Total Bond Issued - - - - S - S -
16 |Issuance Expense & Reserve - - - S - s -
17 |Amount available for CIP - - - |8 - s -
18
19 |CIP Financing
20 [Cash CIP (without Viking reserve} S 581,035 | $ 377,500 | $ 524,750 | § 433,000 | S 523,000
21 |Debt CIP $ - |8 - |8 ~ 48 - |8 -
22 |Existing Debt Service
23 |ID 4 Bonds S 124,875 | 5 149,875 | $ 257,675 | § 256,375 254,850
24 (Well 12 S 100,196 | $ 120,235 | § 144,282 | § 151,496 155,071
25 |Viking Ranch S - S - S 270,750 224,936
26 I
27 |Total Debt Service S 225,071 | $ 270,110 | S 401,957 | $ 678,621 | $ 638,857
28
29 |Net Annual Cash Flow S 280,636 | $ 989,148 | $ 875,056 | $ 863,396 | $ 813,161
30
31 |Beginning Reserves Level 807,717 | $ 1,088,353 | $ 2,077,501 | $ 2,952,557 | § 3,815,953
32 |Ending Reserves Level 1,088,353 | $ 2,077,501 | § 2,952,557 | $ 3,815,953 | $ 4,629,113
33
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BORREGO WATER DISTRICT
PROPOSED RATES FOR
FISCAL YEARS 2013-2016

Sewer Rates

The District provides sewer service to areas 1, 2 and 5. Rate increases could possibly take
place in areas 1 & 5 through FY 2016. The District's monthly sewer charges are based on one
equivalent dwelling unit (EDU) usage of 250 gallons per day, for a typical single family
residence. Commercial projected EDU requirements are determined on a case-by-case basis.
Sewer customers are charged a fixed monthly holder fee and a monthly user fee based on
number of EDU’s. It is proposed that this current structure for sewer charges remain
unchanged. The Board of Directors may consider changes to this basic rate structure at a later
date.

Sewer service charges are proposed to change as shown in the following table:

Current Rates FY 2013 FY 2014 FY 2015 FY 2016

FY 2012 Adopted Projected Projected Projected

Sewer Area 1 $22.29 $26.75 $ 30.43 $31.96 $33.56
Sewer Area 5 $ 41.60 $49.92 $ 56.79 $59.63 $62.62

Water Rates

The District's water rates have two components: 1) a Fixed Meter Charge based on the
customer’s meter size, to recover a portion of the District’s fixed costs of operating, maintaining
and delivering water, and 2) a Commodity Charge, determined by the amount of water used.
The current rate structure fixes the customer’'s commodity based on the area the customer is in,
and for residential customers, whether the customer’s water usage is from 0 to 45 units in winter
or 0 to 55 units in summer (Tier 1): or over 45 units in winter or over 55 units in summer (Tier
2). It is proposed that this basic rate structure for water rates remain unchanged, however the
Board of Directors may consider changes to the rate structure at a later date.

Fixed water meter charges are proposed to change as shown in the following table:

Meter size Current Rates FY 2013 FY 2014 FY 2015 FY 2016
FY 2012 Adopted Projected | Projected Projected

% $25.45 $30.54 $ 36.40 $40.04 $42.04

1" $ 37.21 $ 44.66 $53.20 $58.53 $61.45

1% $62.74 $75.29 $89.72 $ 98.69 $103.62

2 $94.97 $113.97 $135.80 $149.38 $156.85

B $172.47 $206.97 $246.63 $271.30 $284.86

4’ $274.95 $329.94 $393.18 $432.50 $454.12

6” $548.60 $658.32 $784.50 $862.95 $906.10
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Commodity Rates are proposed to change as shown in the following table

Winter Current Rates FY 2013 FY 2014 FY 2015 FY 2016
FY 2012 Adopted Projected | Projected Projected
Tier1 < 45 $1.46 $1.76 $209 $230 $242
Tier 2 >45 $2.19 $263 $3.14 $3.46 $3.64
Summer Current Rates FY 2013 FY 2014 FY 2015 FY 2016
FY 2012 Adopted Projected | Projected Projected
Tier1 <55 $1.46 $1.76 $2.09 $2.30 $242
Tier 2 >55 $2.19 $263 $3.14 $3.46 $3.64

Other Rates and Fees

Any rates or fees associated with water or sewer service that are not addressed in the notice
shall remain in full force and effect as previously adopted by the Board of Directors.

Pass Through Costs

Pursuant to AB 3030, the District Board will also authorize the pass-through of future rate and
charge increases by San Diego Gas & Electric for electricity rates associated with storing,
treating, pumping, and delivering water. This authorization will be in effect for five years, until
June 30, 2016. The Board will hold a public hearing to review the proposed increases prior to
enacting any such changes.
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