o

\ Inland Empire Utilities Agency
k A MUNICIPAL WATER DISTRICT

FINANCE, LEGAL, AND ADMINISTRATION
COMMITTEE MEETING
OF THE BOARD OF DIRECTORS
INLAND EMPIRE UTILITIES AGENCY*
AGENCY HEADQUARTERS, CHINO, CALIFORNIA

WEDNESDAY, JUNE 10, 2015
11:00 A.M.

Or immediately following the
Engineering, Operations, and Biosolids Management
Committee Meeting

CALL TO ORDER

PUBLIC COMMENT

Members of the public may address the Board on any item that is within the jurisdiction of the Board;
however, no action may be taken on any item not appearing on the agenda unless the action is otherwise
authorized by Subdivision (b} of Section 54954.2 of the Government Code. Those persons wishing to
address the Board on any matter, whether or not it appears on the agenda, are requested to complete and
submit to the Board Secretary a “Request to Speak” form which is available on the table in the Board Room.
Comments will be limited to five minutes per speaker. Thank you.

ADDITIONS TO THE AGENDA

In accordance with Section 54954.2 of the Government Code (Brown Act), additions to the agenda
require two-thirds vote of the legislative body, or, if less than two-thirds of the members are present, a
unanimous vote of those members present, that there is a need to take immediate action and that the
need for action came to the attention of the local agency subsequent to the agenda being posted.

1. ACTION ITEMS

A. MINUTES
The Committee will be asked to approve the Finhance, Legal, and
Administration Committee meeting minutes of May 13, 2015.

B. TREASURER’S REPORT ON GENERAL DISBURSEMENTS
[t is recommended that the Committee/Board approve the total
disbursements for the month of April 2015 in the amount of $15,881,432.46.
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C.

PUBLIC HEARING AND ADOPTION OF ORDINANCE NO. 102,

ESTABLISHING FISCAL CONTROL

It is recommended that the Committee/Board:

1.

Hold a public hearing to receive public comments on the proposed
Ordinance No. 102, establishing fiscal control; and

After closing the public hearing, adopt, by roll call vote, Ordinance No.
102.

PUBLIC HEARING AND ADOPTION OF THE AGENCY’'S BIENNIAL

BUDGET FOR FISCAL YEARS (FYS) 2015/16 AND 2016/17

It is recommended that the Committee/Board:

1.

2.

Hold a public hearing to receive public comments on the proposed
Agency'’s Biennial Budget for FY’s 2015/16 and 2016/17;

After closing the public hearing, adopt Resolution No. 2015-6-1,
approving the Agency’s Biennial budget for FYs 2015/16 and 2016/17,
including the Agency-wide departmental goals and objectives; an
inter-fund loan from the Administrative Services (GG) fund to the
Water Resources (WW) fund for a not-to-exceed amount of $2 million
in FY 2015/16, and Rate Resolution Nos. 2015-6-4 to 2015-6-7 for the
Non-Reclaimable Wastewater System as outlined in the Biennial
Budget;

Approve an annual allocation of property taxes from the GG fund to
the WW fund in the amount of $1.5 million beginning in FY 2014/15;
and

Increase the $5.5 million inter-fund loan from the Regional
Wastewater Capital Improvement (RC) fund to the Recycled Water
(WC) fund approved by the Board of Directors in FY 2013/14 for a not-
to-exceed amount of $10.5 million for FY 2014/15.

ADOPTION OF RESOLUTION NO. 2015-6-2, APPROVING THE SANTA

ANA WATERSHED PROJECT AUTHORITY ADOPTED BUDGET FOR FY

2015/16 AND FY 2016/17

It is recommended that the Committee/Board:

1. Ratify the Santa Ana Watershed Project Authority (SAWPA) adopted

budget for Fiscal Years (FYs) 2015/16 and 2016/17, as submitted;
and
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2. Adopt Resolution No. 2015-8-2, approving the SAWPA general and
specific project budgets for FYs 2015/16 and 2016/17. '

ADOPTION OF RESOLUTION NO. 2015-6-3, APPROVING THE BIENNIAL
UPDATE OF THE AGENCY’S INVESTMENT POLICY

it is recommended that the Committee/Board adopt Resolution No. 2015-6-3,
approving the biennial update of the Agency’s Investment Policy for Fiscal
Years (FYs) 2015/16 and 2016/17.

ADOPTION OF RESOLUTION NO. 2015-6-10, ESTABLISHING THE
APPROPRIATION LIMITS FOR FISCAL YEAR 2015/16

it is recommended that the Committee/Board adopt Resolution No. 2015-6-
10, establishing the Appropriation Limits for Fiscal Year (FY) 2015/16.

It is recommended that the Committee/Board adopt the updated Reserve
Policy as of June 2015 governing all Agency funds.

LEGISLATIVE SERVICES
It is recommended that the Committee/Board:

1. Amend Contract No. 4600001343 with Innovative Federal Strategies
(IFS) to provide federali legislative services from July 1, 2015 through
June 30, 2016, at a monthly retainer fee of $6,500 per month, plus
reasonable business expenses, with no change in the current rate;

2. Amend Contract No. 4600001344 with Agricultural Resources to
provide federal legislative services from July 1, 2015 through June 30,
2016, at a monthly retainer fee of $6,000 per month, plus reasonable
business expenses, with no change in the current rate; and

3. Authorize the General Manager to finalize and execute the
amendments.

AMENDMENT TO EXTEND THE CONTRACT WITH WEST COAST
ADVISORS

it is recommended that the Committee/Board:

1. Amend Contract No. 4600001846 with West Coast Advisors to
provide state legistative consulting services from July 1, 2015 through
June 30, 2016, at a monthly retainer fee of $9,800 per month, plus
reasonable business expenses, with no change in the current rate;
and
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2. Authorize the General Manager to finalize and execute the
amendment.

STRATEGIES, LLC
[t is recommended that the Committee/Board:

1. Amend Contract No. 4600000419 with California Strategies, LLC to
provide strategic local government consulting services fram July 1,
2015 through June 30, 2016, at a monthly retainer fee of $6,000 per
month, plus reasonable business expenses, with no change in the
current rate; and

2. Authorize the General Manager to finalize and execute the
amendment.

2. INFORMATION ITEMS

A. TREASURER’S REPORT OF FINANCIAL AFFAIRS (WRITTEN)

B. FY 2014/15 THIRD QUARTER BUDGET VARIANCE, PERFORMANCE
GOALS UPDATES, AND BUDGET TRANSFERS (WRITTEN)

3. GENERAL MANAGER’S COMMENTS

4, COMMITTEE MEMBER COMMENTS

5. COMMITTEE MEMBER REQUESTED FUTURE AGENDA ITEMS

6. ADJOURN

*A Municipal Water District

in compliance with the Americans with Disabilities Act, if you need special assistance to participate in this
meeting, please contact the Board Secretary (809-893-1736), 48 hours prior {o the scheduled meeting so
that the Agency can make reasonable arrangements

Proofed by: IQEZ 1
DECLARATION OF POSTING

[, April Woodruff, Board Secretarlef-ﬁce Manager of the [nland Empire Ultilities Agency, A Municipal Water District, hereby cerify that a

| #GE3

April Woodruff v
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Inland Empire Utilities Agency

A A MUNICIPAL WATER DISTRICT
Date: June 17, 2015
To: The Honorable Board of Directors
Through: Finance, Legal and Administration Committee (06/10/15)
From: P. Joseph Grindstaff u)
General Manager b
Submitted by: Christina Valencia @"/
Chief Financial Officer/Assistant General Manager
d‘:l’“ Javier Chagoyen-Lazaro
48 Manager of Finance and Accounting
Subject: Adoption of Resolution No. 2015-6-10, Establishing the Appropriation
Limits for Fiscal Year 2015/16
RECOMMENDATION

It is recommended that the Board of Directors adopt Resolution No. 2015-6-10, establishing the
Appropriation Limits for Fiscal Year (FY) 2015/16.

BACKGROUND

A year after the adoption of Proposition 13 (People’s Initiative to Limit Property Taxation), the
State Legislation adopted Proposition 4 (Gann Limit Initiative) in November 1979 to limit the
amount of property taxes that local governmental agencies can receive and appropriate each FY,
and require any excess property taxes be returned to taxpayers within two years.

Pursuant to Proposition 4, an agency’s annual appropriations limit is based on the amount of
property taxes that were authorized to be spent in FY 1978/79 (base year) modified each
subsequent year for changes in one of two factors; inflation, population, or per capita personal
income tax (PIT) index. The Agency applies the population and PIT factors to its annual
appropriations limit calculation. Both of these factors changed as follows: the San Bernardino
County population changed from 0.78% to 1.09%, and the State of California PIT index changed
from negative 0.23% to 3.82%, an increase of 4.05%.

Based on the increase in population and PIT index, the Agency's total appropriation limit
increased to $159.6 million for FY 2015/16; an increase of $9.6 million compared to $150
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million for the current FY. The Agency's F'Y 2015/16 budget subject to the limit is $41.2 million,
equal to the projected amount of revenues related to property tax receipts for FY 2015/16, which
is well below the $159.6 million appropriation limit. Additional information on the statute and
appropriation limit by Agency fund is provided under Exhibits I- VL

Calculation of the appropriations limit for FY 2016/17 will be performed in June 2016 when the
updated population and PIT factors are available.

Prior to June 17, 2015, the required notice of the Board’s intention to adopt the Agency’s
Appropriation Limits was published in the Inland Valley Daily Bulletin, and documentation of
staff’s determinations has been available for public review since that date. The required
minimum 15-day notice has now been met. No public comments or requests for review were
received.

Establishing the appropriation limits for FY 2015/16 is consistent with the Agency’s business
goals of Fiscal Responsibility in funding and appropriation.

PRIOR BOARD ACTION

On June 18, 2014, the Board of Directors adopted Resolution No. 2014-6-10, establishing the
Appropriation Limits for FY 2014/15.

IMPACT ON BUDGET

The Appropriation Limits will not affect the Agency’s proposed spending level or reserves, as
the proposed expenditures are projected to be supported primarily by non-ad valorem tax
revenue sources, such as user fees and rates. Expenses that will utilize tax revenue are expected
to be well below the FY 2015/16 Appropriation Limit.

Attachment:
Resolution No. 2015-6-10

G:/Board-Rec/2015/15134 Adoption of Resolution No. 2015-6-10 Establishing the Appropriation Limits for Fiscal
Year 2015/16 June 17, 2015



RESOLUTION NO. 2015-6-10

RESOLUTION OF THE BOARD OF DIRECTORS OF (NLAND
EMPIRE UTILITIES AGENCY*, SAN BERNARDINO COUNTY,
CALIFORNIA, ESTABLISHING APPROPRIATION LIMITS FOR
FISCAL YEAR 2015/16

WHEREAS, on November 6, 1979, Proposition 4 on the ballot for the Special Election
added Article XIIIB to the Constitution, effective July 1, 1980, placing various limits on the fiscal
powers of state and local governments;

WHEREAS, implementing legislation, Chapter 1205 Statutes of 1980 (SB 1352) became
effective January 1, 1981, wherein the appropriation may increase each year by an amount equal
to the percentage change in population from January to January each year and the lower of two
price changes, i.e., either the U.S. March to March Consumer Price Index (CPI), or the fourth
quarter per Capita Personal Income [ndex;

WHEREAS, Article XIlIB and its implementing legislation were modified by Proposition
111 and SB88 (Chapter 60/90) to establish new annual adjustment factors beginning with the
1990/91 Appropriation Limits;

WHEREAS, Inland Empire Utilities Agency*, as a local government, is required under
Article XII1B to annually establish an appropriation limit for the following fiscal year,

WHEREAS, Resolution No. 81-6-7 was adopted on June 24, 1981, setting forth
definitions, declarations, findings, and determinations concerning the applicability of Article XIIIB
to the individual funds of the Agency;

WHEREAS, those definitions, declarations, findings, and determinations are modified as
specifically provided herein;

WHEREAS, it is Inland Empire Utilities Agency's* intent to establish this year's

Appropriation Limits, following the California League of Cities Uniform Guidelines dated March,
1991; and

WHEREAS, except for data on non-residential assessed valuation due to new
construction (since 1986/87), data concemning per capita personal income and population

changes necessary for determining the Fiscal Year 2015/16 Appropriation Limits are now
available.
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NOW, THEREFORE, the Inland Empire Utilities Agency* does hereby RESOLVE and
DETERMINE as follows:

Section 1. The Board of Directors has determined to select the State of California Per
Capita Personal Income as its inflation adjustment factor, in the absence of up-to-date data on
non-residential assessed valuation. The Board reserves the right to change its selection of the
inflation adjustment factor once the assessment data are available.

Section 2. The Board has determined to select the San Bemardino County’s population
growth (since 1986/87) as its population adjustment factor.

Section 3. Appropriation Limits. That pursuant to Section 7910 of the Government Code
and Exhibits | through [V attached hereto and made a part hereof, the Board of Directors does
hereby establish the following Appropriation Limits for Fiscal Year 2015/16:

EXHIBIT FUND APPROPRIATION LIMITS
| Administrative Service Fund $18,578,137
Il Regional Wastewater Capital $109,484,589
Improvement Fund
1} Regional Wastewater Operations $25,364,177
and Maintenance Fund
v Recycled Water Fund $4,215,341
\J Water Resources Fund $1,928,336
Total $159,570,580

Section 4. Publication. Pursuant to Government Code Section 37200 the Appropriation
Limits and the Total Appropriation Subject to Limitation will be published in the annual budget.

Section 5. Filing. That after a 45-day period to allow for public review and comment, the

Board Secretary is hereby authorized and directed to file a certified copy of this Resolution with
the State Auditor Controller.

Section 6. That upon the effective date of this Resolution, Resolution No. 2014-8-10 is
hereby rescinded in its entirety.
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Adopted this 17" day of June, 2015

Terry Catlin
President of the Inland Empire Utilities Agency*
and of the Board of Directors thereof

ATTEST:

Steven J. Elie

Secretary/ Treasurer of the Inland Empire
Utilities Agency* and of the Board of
Directors thereof

(SEAL)

*A Municipal Water District



Resolution No. 2015-6-10
Page 4 of 11

STATE OF CALIFORNIA }
}SS
COUNTY OF SAN BERNARDINO)
I, Steven J. Elie, Secretary/Treasurer of the inland Empire Utilities Agency*, DO HEREBY
CERTIFY that the foregoing Resolution being No. 2015-6-10, was adopted at a regular meeting

on June 17, 2015, of said Agency by the following vote:

AYES:
NOES:
ABSTAIN:
ABSENT:
Steven J. Elie
Secretary/Treasurer
(SEAL)

* A Municipal Water District
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EXHIBIT |
APPROPRIATION LIMITS UNDER
CALIFORNIA CONSTITUTION AMENDMENT XIIB
General Fund
1978-70 Base Year
Proceeds of Tax Non-Proceeds of Tax
Appropriation $1,954,16C
Revenues $ 475362 { 342172}
Appropriation Subject to Limitation $1.621,988*
APPROPRIATION LIMITS
Fiscal Year At Beginning of Year Factor #1 Factor #2 At End of Year
1979-80 1,621,988 10.17% 5.97% 1,893,625
1980-81 1,893,625 12.11% 5.56% 2,240,979
1981-82 2,240,979 9.12% 5.50% 2,579,851
1982-83 2,579,851 6.79% 3.85% 2,861,055
1983-84 2,861,055 2.35% 317% 3,020,988
1984-85 3,020,988 4.74% 3.08% 3,261,640
1985-86 3,261,640 3.74% 3.66% 3,507,466
1986-87 3,507,466 2.30% 4.94% 3,765,392
1987-88 3,765,392 3.04% 5.19% 4,081,225
1988-89 4,081,225 3.93% 5.56% 4,478,299
1989-90 4,478,299 4.98% 6.18% 4,991,860
1990-91 4,991,860 4.21% 6.70% 5,550,552
1991-92 5,650,552 4.14% 5.46% 6,095,952
1992-93 6,095,952 <.64%> 3.92% 6,294,370
1993-94 6,294,370 2.72% 3.20% 6,672,475
1994-95 6,672,475 T1% 1.56% 6,824,679
1995-96 6,824,679 4.72% 1.62% 7,262,585
1996-97 7,262,585 5.21% 1.02% 7,718,904
1997-98 7,718,904 4.67% .09% 8,086,648
1998-99 8,086,648 4.15% .98% 8,504,782
1999-2000 8,504,782 4.53% 1.37% 9,011,740
2000-2001 9,011,740 4.91% 1.82% 9,626,414
2001-2002 9,626,414 7.82% 1.95% 10,581,194
2002-2003 10,581,194 <1.27%> 272% 10,730,595
2003-2004 10,730,595 2.31% 2.59% 11,262,814
2004-2005 11,262,814 3.28% 2.52% 11,925,225
2005-2006 11,925,225 5.26% 2.49% 12,864,859
2006-2007 12,864,859 3.86% 2.10% 13,655,168
2007-2008 13,655,168 4.42% 1.86% 14,523,939
2008-2009 14,523,939 4.29% 1.45% 15,366,648
2009-2010 15,366,648 0.62% 0.79% 15,584,070
2010-2011 15,584,070 <2.54%> 0.85% 15,317,335
2011-2012 15,317,335 2.51% 1.05% 15,866,669
2012-2013 15,866,669 3.77% 0.86% 16,606,373
2013-2014 16,606,373 5.12% 0.85% 17,605,080
2014-2015 17,605,080 <0.23%> 0.78% 17,701,556
2015-2016 17,701,556 3.82% 1.09% 18,578,137

Factor #2, ~ The charge !r the Cal'forsla Per Capita Personal Income Index.

Factor #2 - Percent of increase i~ San Bernardinc County populatian,

All faeters provided by State Department of Finarce, May 2015,

* Details for Base Year 1978-79 data are available as attachments to Resciution Na, 82-6-7.
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EXHIBIT Il
APPROPRIATION LIMITS UNDER
CALIFORNIA CONSTITUTION AMENDMENT XIIIB
Regional Wastewater Capital Improvement Fund (improvement District C)
1978-79 Base Year
Preceeds of Tax Non-Proceeds of Tax
Appropriation $17,954,195
Revenues $2578.964 { 8,395 587)
Appropriation Subject to Limitation $ 9558 608*
APPROPRIATION LIMITS
Fiscal Year At Beginning of Year Eactor #1 Factor #2 AtEnd of Year
1979-80 9,558,698 10.17% 5.97% 11,158,507
1880-81 11,159,507 12.11% 5.56% 13,206,531
1981-82 13,206,531 9.12% 5.50% 15,203,570
1982-83 15,203,570 6.79% 3.85% 16,860,759
1983-84 16,860,759 2.35% 317% 17,803,275
1984-85 17,803,275 4.74% 3.08% 19,221,482
1985-86 19,221,482 3.74% 3.66% 20,670,183
1986-87 20,670,183 2.30% 4.94% 22,190,190
1987-88 22,190,19C 3.04% 5.19% 24,051,453
1988-89 24,051,453 3.93% 5.58% 26,391,480
1989-50 26,391,490 4.98% 6.18% 29,418,004
1980-91 29,418,004 4.21% 6.70% 32,710,488
1991-92 32,710,488 4.14% 5.46% 35,924 635
1992-93 35,924,635 <.64%> 3.92% 37,093,850
1993-94 37,093,950 2.72% 3.20% 39,322,198
1994-95 39,322,198 1% 1.56% 40,219,167
1995-96 40,219,167 4.72% 1.62% 42,799,830
1996-97 42,799,830 5.21% 1.02% 45,489 004
1997-98 45,489,004 4.67% .09% 47,656,192
1998-99 47,856,192 4.18% .98% 50,120,336
1999-2000 50,120,336 4.53% 1.37% 53,107 938
2000-2001 53,107,938 4.91% 1.82% 56,730,335
2001-2002 56,730,335 7.82% 1.95% 62,357,043
2002-2003 62,357,043 <1.27%> 2.72% 63,237,491
2003-2004 63,237,491 2.31% 2.59% 66,373,962
2004-2005 66,373,962 3.28% 2.52% 70,277,680
2005-2006 70,277,680 5.26% 2.48% 75,815,128
2006-2007 75,815,128 3.96% 2.10% 80,472,573
2007-2008 80,472,573 4.42% 1.86% 85,592,409
2008-2009 85,592,409 4.29% 1.45% 90,558,656
2009-2010 80,558,656 0.62% 0.78% 91,839,969
2010-2011 91,839,969 <2,54%> 0.85% 90,268,045
2011-2012 90,268,045 2.51% 1.05% 93,505,378
2012-2013 93,505,378 3.77% 0.86% 97,864,608
2013-2014 97,864,598 5.12% 0.85% 103,750,175
2014-2015 103,750,175 <0.23%> 0.78% 104,318,726
2015-2016 104,318,726 3.82% 1.09% 109,484,589

Factar #2 — T~e changae In the Ca'ffornia Per Capita Persoral inccme Index.

Factor #2 — Percent of incraase ' San Bernardino Courty popuiation,

Ail factors provided by State Departmert of Flinance, May 2015,

* Detals for Dase Year 1978-79 data are available as attachmants to Rasolution No. 81-6-7.
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APPROPRIATION LIMITS UNDER
CALIFORNIA CONSTITUTION AMENDMENT XIIIB
Regional Wastewater Operations & Maintenance Fund
1978-79 Base Year
Proceeds of Tax Non-Proceeds of Tax
Appropriation $2,260,247
Revenues $ 935780 (45.794)
Appropriation Subject to Limitation $2.214 453*
APPROPRIATION LIMITS
Fiscal Year At Beginning of Year Factor #1 Factor #2
1979-80 2,214,453 10.17% 5.97%
1980-81 2,585311 12.11% 5.56%
1981-82 3,059,543 9.12% 5.50%
1982-83 3,622,195 6.79% 3.85%
1983-84 3,906,114 2.35% 3.17%
1984-85 4,124,466 4.74% 3.08%
1985-86 4,453,020 3.74% 3.66%
1986-87 4,788,639 2.30% 4.94%
1987-88 5,140,777 3.04% 5.19%
1988-89 5,571,874 3.93% 5.58%
1989-90 6,114,088 4.98% 6.18%
1990-91 6,815,237 4.21% 6.70%
1991-92 7,578,003 4.14% 5.46%
1992-93 8,322 621 <.64% > 3.92%
1993-94 8,503,515 2.72% 3.20%
1994-95 9,109,731 T1% 1.56%
1995-96 9,317,531 4.72% 1.62%
1996-97 9,915,390 521% 1.02%
1997-98 10,538,388 4.67% 09%
1998-99 11,040,458 4.15% .98%
1999-2000 11,611,324 4.53% 1.37%
2000-2001 12,303,458 4.91% 1.82%
2001-2002 13,142,656 7.82% 1.95%
2002-2003 14,446,188 <1.27%> 2.72%
2003-2004 14,650,161 2.31% 2.59%
2004-2005 15,376,784 3.28% 2.52%
2005-2006 16,281,154 5.26% 2.49%
2006-2007 17,564,009 3.96% 2.10%
2007-2008 18,642,994 4.42% 1.86%
2008-2009 16,829,101 4.29% 1.45%
2008-2010 20,879,626 0.62% 0.79%
2010-2011 21,276,466 <2 54%> 0.85%
2011-2012 20,912,301 251% 1.05%
2012-2013 21,662,290 377% 0.86%
2013-2014 22,672,186 5.12% 0.85%
2014-2015 24 035,691 <0.23%> 0.78%
2015-2016 24 167,407 3.82% 1.09%

Factor #1 - Tha change n the Cal'fornia Per Capita Persona! Income Index.

Factor #2 - Percent of Increase in 51 Bernardiro County popufatior.

Ail factors proviged by State Department of Finance, May 2015.

* Detaiis for Base Year 1978-79 data are avaiiable as attachments to Resalution No. B1-6-7,

EXHIBIT Ili

At End of Year
2,585,311
3,059,543

3,522,185

3,906,114
4,124,466

4,453,020
4,788,639
5,140,777
5,671,974
6,114,008
6,815,237
7,578,003

8,322,621
8,583,515

9,109,731
9,317,531
9,915,380
10,538,388
11,040,458
11,611,324
12,303,459

13,142,656
14,446,189

14,650,161
15,376,784

16,281,154
17,564,009
18,642,994
19,829,101
20,879,626
21,276,466
20,912,301
21,662,250
22,672,186
24,035,691
24,167 407
25,364,177
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Appropriation
Revenues
Appropriation Subject to Limitation

APPROPRIATION LIMITS UNDER
CALIFORNIA CONSTITUTION AMENDMENT XHIB

Proceeds of Tax

Fiscal Year At Beginning of Year
2009-2010 3,486,661
2010-2011 3,535,994
2011-2012 3475475
2012-2013 3,600,115
2013-2014 3,767,952
2014-2015 3,994 557
2015-2016 4,016,447

Facter #1 - The changa in the Califernia Per Capita Personal Incorme Index.

Factor #2 - Percent of increase n San Barnardino County population.

All factors provided by State Departmant of Finance, May 2915.

* Details for Base Year 2008/09 data are available in F¥ 20C8/09 Adopted Budget.

Recycled Water Fund

2008-05 Base Year

Non-Procgeds of Tax

Factor #1

0.62%
<2.54%>
251%
3.77%
512%
<0.23%>
3.82%

$8,824,659
(5.337.998)
$3.486 661

APPROPRIATION LIMITS

Factor #2

0.79%
0.85%
1.05%
0.86%
0.85%
0.78%
1.09%

EXHIBIT IV

At End of Year

3,535,994
3,475,472
3,600,116
3,767,952
3,994,657
4,016,447
4,215,341
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APPROPRIATION LIMITS UNDER
CALIFORNIA CONSTITUTION AMENDMENT XIIIB
Water Resources Fund
2014-15 Base Year
Proceeds of Tax Non-Proceeds of Tax
Appropriation $48,488,679
Revenues $1,500,000 {46,551,329)
Appropriation Subject to Limitation $1,837,350*
APPROPRIATION LIMITS
Fiscal Year At Beginning of Year Factor #1 Factor #2
2015-2016 1,837,350 3.82% 1.09%

Factor #1 - The change In the California Per Capita Personal Income Index.

Factor #2 - Percent of increase In San Bernardine Caunty population.

Al: factors provided by State Department of Finance, May 2015,

* Details for Base Year 2014/15 data are available in FY 2014/15 Adopted Budget.

EXHIBITV

At End of Year

1,928,336
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EXHIBIT VI
APPROPRIATION LIMIT

Article XIIIB of the California State Constitution, more commonly referred to as the GANN Initiative or
GANN Limit, was adopted by California voters in 1980 and placed limits on the amount of taxes that
state and local governmental agencies can receive and appropriate (authorize to spend) each year.

The limit is different for each agency and changes each year. The annual limit is based on the amount
of tax proceeds that were authorized to be spent in Fiscal Year (FY) 1978-1979 in each agency,
modified for changes in inflation and population in each subsequent year. Proposition 111 was passed
by the State’s voters in June 1990. This legislation made changes to the manner in which the
Appropriation Limit is to be calculated.

The annual adjustment factors for inflation and popuiation have been changed. Instead of using the
lesser of the State of California per capita income or U.S. CPI, each agency may choose either the
growth in the State of California per capita income or the growth in assessed valuation due to new non-
residential construction within the agency service area. For population, each agency may choose to use
the population growth within its county instead of using only the population growth of an agency's
service area. These are both annual elections.

An agency which exceeds the limit in any one year may choose to not give a tax refund if they fall
below the limit in the next fiscal year. They then have two more years to refund any remaining excess
or to obtain a successful override vote. In certain situation, proceeds of taxes may be spent on
emergencies without having to reduce the limit in the future years. Each agency must now conduct a
review of its Appropriation Limit during its annual financial audits.

The legislation also requires a governing body to annually adopt, by resolution, an appropriations limit
for the following year, along with a recorded vote regarding which of the annual adjustment factors have
been selected. The Inland Empire Utility Agency’s appropriation limit and annual adjustment factors are
adopted at the same meeting as the budget. The two factors used for the Fiscal Year 2015/16 are the
change in the State of California per capita personal income and the change in the San Bernardino
County population.

The following table shows the annual appropriations limit and the proceeds from taxes for the last five
years and for FY 2015/16. The increase in the limit is based.upon population change of 1.09% within
the county and a per capita personal income change of 3.82%, as provided by the State Department of
Finance.

Fiscal Year Annuai Appropriations Limit Proceeds of Taxes (Appropriations)
b 201011 $129,973,153 $ 33,821,422

2011/12 $134,634,452 $ 32,965,008

201213 $140,911,109 $ 32,607,254

2013/14 $149,385,503 $ 33,351,677

2014/15 $150,204,136 $ 40,203,474

2015/16 $159,570,580 $ 41,156,629

Since the implementation of this legisiation (effective 1981 then modified in 1990), Inland Empire
Utilittes Agency has annually established and adopted an appropriation limit and has been in
compliance.
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Exhibt VI
INLAND EMPIRE UTILITIES AGENCY
ADOPTED BUDGET FISCAL YEAR 2015/2016
SCHEDULE OF APPROPRIATIONS
ADMINISTRATIVE|  REGIONAL  |NON-RECLAIMABLE!  RECHARGE RECYLED WATER AGENCY
SERVICES WASTEWATER | WASTEWATER WATER WATER RESOURCES YOTAL

TOTAL EXPENSES $2,532,006 $73,731,628 $10;382,395 $1,579,546 410,591,504 | $54,452,543 $153,269,622
NET CHANGES IN -

CAPITAL OUTLAY 1,770,207 23,030,360 1,337,600 1,455,000 16,292,735 o 43,886,402

DEBT SERVICE 2,017,975 13,717,519 545,124 920,403 £,230,003 | 31,648 23,462,762
WNET OTHER (SOURCES}/USES OF FUNDS {1,770,207) 3,547,950 {158,395) 11,302,242) {527,306) {40,959} {251,159)
SUBTOTAL OF APPROPRIATIONS 4,540,981 $114,027,957 $12,106,724 $2,652,707 $32,587,026 |  $54,443,232[ - 220,367,627
INCREASE {DECREASE} IN

WORKING CAPITAL RESERVES (1,118,185} 3,738,265 {179,724) {363,850} 1,059,139 (1,390,918} 1,744,726
TOTAL APPROPRIATION 3,431,796 $117,766,222 411,927,000 $2,288,857 433,646,165 453,052,313 $223,112,353

LESS: NON-TAX PROCEEDS {1,639,266) (81,959,954} (11,527,000) (2,288,857) (31,588,334)]  (51,552,313)| (180,955,724}
APPROPRIATION SUBIECT TO LMITATION 51,792,530 435,806,268 50 40 $2,057,831 $1,500,000 441,156,629
APPROPRIATION LIMIT $18,578,137 $134,848,766 EXEMPT EXEMPT $4,215,341 | $1,928,336 $159,570,580

$109,484,589
25,364,177
$134,848,756

¥ By resolution, the Approriation Limit for Regional Program Funds is established as follows:
Regional Wastewater Gaptial Improvement
Regional Wastewater Operations and Maintenance
Combined Regional Wastewater Appropriation Limit




Finance, Legal, and Administration Committee

ACTION
ITEM

1H



>

\ Inland Empire Ut{{ig'es_ Agency

‘53-- A MUNICIPAL WATER DISTRICT
Date: June 17, 2015
To: The Honorable Board of Directors
Through: Finance, Legal, and Administration Committee (06/10/15)
From: QJ P. Joseph Grindstaff p \p.)
General Manager
Submitted by: Christina Valencia @l/

Chief Financial Officer/Assistant General Manager

F  Tavier Chagoyen-Lazaro
4\’887’ Manager of Finance and Accounting

Subject: Adoption of the Updated Reserve Policy

RECOMMENDATION

It is recommended that the Board of Directors adopt the updated Reserve Policy as of June 2015
governing all Agency funds.

BACKGROUND

The current Reserve Policy was last updated and approved by the Board on May 2014.
Establishment and sustainment of appropriate fund reserves is consistent with sound prudent
fiscal practices, compliant with legal requirements, and essential to ensurc the Agency can
effectively address economic and environmental variability. Periodic review of the Reserve

Policy is necessary to ensure they remain relevant and align with Agency policies and strategic
goals.

The proposed changes to the current Reserve Policy are primarily driven by the establishment of
new water connection fee effective October 1, 2016, integration of the engineering rate analysis
for the regional wastewater connection fee; and use of “one-time” revenues.

1} The establishment of a new water connection fee for each new connection or upsized
connections within the IEUA’s service area as condition of receiving water deliveries
requires a revision to the Capital Construction Reserve and Supplemental Water
Resources Reserve to incorporate these fees as a funding source for future expansion and
enhancement of the Agency’s regional water system, and capital water resocurce
programming, respectively.
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2) Enhance the definition of the Capital Capacity Reimbursement Accounts (CCRA) Usage
Requirements to include support of existing regional wastewater facilities which benefit
future users as defined in the Carollo 2015 Wastewater Connection Fee Update Final
Report (April 10, 2015).

3) Identifying one-time revenues, such as residual property tax increments, as unrestricted
funds available for allocation at the Board’s discretion.

Another proposed change is modification of the name from “Supplemental Water Resources
Reserve” to simply “Water Resources Reserve” to more appropriately represent the purpose of
the reserve, which in addition to funding supplemental water sources; also supports regional
investment in water quality, water use efficiency, water reliability and sustainability, and the
development of local water supplies, Other changes throughout the document represent minor
terminology changes such as a change from “current fiscal year” to “each fiscal year” to address
the transition from a single budget year to a biennial budget effective FY 2015/16.

A review and recalibration of the established minimum and target levels for each reserve
category will be performed in the fall of 2015 as part of the update to the Agency’s Long Range
Plan of Finance (LRPF).

The Reserve Policy updated as of June 2015 is provided under Attachment A. A redline copy
with the proposed changes is included under Attachment B.

PRIOR BOARD ACTION
On May 21, 2014, the Board of Directors adopted the Reserve Policy updated as of May 2015.
On June 15, 2005, the Board of Directors adopted a Reserve Policy for all Agency funds.

[MPACT ON BUDGET

None.

Attachments:
Attachment A — Reserve Policy Updated as of June 2015
Attachment B — Redline copy of Reserve Policy

G:\Board-Rec'\2015\15135 Adoption of the Updated Reserve Policy



ATTACHMENT A

INLAND EMPIRE UTILITIES AGENCY
RESERVE POLICY
Updated as of June 2015

Policy Statement

The Inland Empire Utilities Agency (Agency or IEUA) has historically maintained fund reserves
to ensure sufficient funding is available to meet its operating, capital and debt service
obligations, comply with legally mandated requirements, and have the ability to respond to
unforeseen events. As a regional provider of essential public services and with an extensive
investment in public infrastructure, operating facilities, other related assets; the Agency must
establish and maintain a prudent level of reserves to meet its commitment to deliver reliable and
high quality essential services to its customers. In addition, by maintaining prudent reserves the
Agency has the necessary financial flexibility to effectively respond to economic, environmental
and regulatory changes, protect its customers against reducing service levels or raising rates and
fees because of temporary revenue shortfalls or unforeseen one-time expenditures, and support
the Agency’s Business Goals.

Purpose of Fund Reserve Policy

The policy directives outlined in this document are intended to ensure fund reserves support the
Agency’s Business Goals adopted by the Board in October 2013, in particular its commitment to
“preserve fund reserves that sustain the Agency’s long term fiscal health, high quality credit
rating and ensure its ability to effectively address economic variability”.

The Agency is committed to ensure its customers benefit from reliable, sustainable and high
quality water supplies and cost-effective wastewater collection, treatment, and reuse services.
Given the direct impact these essential services have to public health and the overall quality of
life, very few options exist, if any, for service reduction levels in the event of revenue shortfalls
or other funding deficiencies. In recognition of these realities, and consistent with best practices,
the Agency has prudently established reserves to ensure delivery of these essential services.

The IEUA Board of Directors (Board) may designate specific reserves and set minimum and
target balances to support the various funds (programs) that account for its water, wastewater
treatment, recycled water and other activities. Establishing and maintaining adequate reserves
for the various programs minimizes the risk of significant fluctuation in rates and charges due to
changes, such as a shortfall in revenues or unanticipated expenses.

As an issuer of revenue bonds and recipient of low interest loans, the Agency is committed to its
contractual obligation to pay debt service and other financial obligations as imposed by bond
covenants and loan agreements. In addition, adequate reserves directly affect the Agency’s credit
rating and access to more favorable interest rate debt markets resulting in lower borrowing costs.



Sustainment of high quality credit rating will ensure the Agency’s ability to finance the
construction, expansion and improvement of facilities and infrastructure to meet higher service
demands from future growth. The Agency is committed to improving its long term credit to
AAA and maintaining a debt coverage ratio that supports such rating. (Business Goal: Fiscal
Responsibility).

Roles and Responsibilities

The Reserve Policy shall be adopted by the Board of Directors and reviewed annually during the
budget review process to ensure appropriate use of reserve funds and modification of targeted
reserve balances for the various funds (programs). The Agency’s Chief Financial Officer shall
serve as the designated administrator of the Reserve Policy and shall be responsible for the day-
to-day implementation and management.

Types of Reserves

Reserve balances shall be maintained in amounts sufficient to mect appropriate reserve targets,
as established by the Board, in cash and/or cash equivalents, and permitted investments as
prescribed in the Agency’s Investment Policy. The Agency classifies reserves into three major
categories as follows:

e Restricted reserves — Funds maintained based on externally-imposed restrictions from
federal and state regulatory requirements, or legal restrictions imposed by third parties,
(e.g. bondholders) through bond indentures or other contractual agreements (e.g.
Regional Sewage Service Contract).

o Designated reserves — Board imposed restrictions on funds for Agency specific purposes
such as mitigating risk from the Agency’s self-insurance programs and financing
replacement and rehabilitation (R&R) of Agency assets. These funds are not legally
restricted.

e Unrestricted reserves — The internal policy of the Agency requires maintenance of
adequate undesignated (unrestricted) reserves to finance requirements such as investment
in capital and operational efficiencies, payment of unfunded accrued liabilities for
retirement benefits, refunding of high interest debt obligations, and investment in
regional water reliability and resiliency. Funds in these reserves are available for
spending with no legal, regulatory, or Board imposed restrictions.

For cach of the reserves, the Agency has identified a purpose, appropriate target levels, funding
sources, conditions under which they are to be used and replenished, and review dates for
determining continued need. Any reserves in excess of the cumulative target amounts will be
considered undesignated funds which can be used for any lawful purpose at the discretion of the
Board of Directors.



RESERVED (RESTRICTED) FUND BALANCES
Operating Contingency Reserve

Purpose: The Agency is committed to providing wastewater collection, treatment, disposal, and
optimizing beneficial use of recycled water and biosolids. The Agency strives to provide and
maintain a rate structure that is affordable, stable and fully covers the fund (program) cost of
service. However, unforeseen shortfalls in revenues or increases or operating costs require that
the Agency periodically adjust rates and charges to achieve full cost of service recovery. This
reserve is intended to minimize rate fluctuations as a result of unfavorable economic conditions
or other factors beyond the control of the Agency that may resuli in reduced revenues or
increased costs.

The Agency shall maintain an operating contingency reserve equal to a minimum of four (4)
months, as mandated by legal requirements, and a target of six (6) months of total operating
expenses as identified in the adopted budget for for each fiscal year. This level of reserve will
provide customers and outside parties assurance that the Agency can operate for at least four
months despite a significant shortfall in revenues or unplanned increase in expenses. The target
level minimizes the risk of significant rate fluctuations as a result of unforeseen events.

Usage Requirements: This reserve can only be drawn upon if the Agency’s operating revenues
are not sufficient to pay operating expenses. Draws from these reserves shall be replenished
within twelve months after use.

Target Level: The level for Operating Contingency Reserve levels shall be maintained at a
minimum of four (4) months, as mandated by legal requirements, and a target of six (6) months
of the fund (program) adopted operating expenses for each fiscal year.

Funding Source: Operating Contingency Reserve will be funded from net system revenues,
(total operating revenues less total operating expenses).

Review Timeline: Fund balances and target level will be reviewed by staff and the Board as part
of the preparation and approval of the Agency’s O&M and Capital Budget.

Debt Service Reserves

Purpose: As required by bond covenants and loan agrecments, debt service reserves are
maintained to support payment of principal and interest on outstanding debt obligations.

Usage Requirements: Debt service reserves will only be used to pay debt service costs when
pledged net revenues (as defined in the relevant debt instruments) are insufficient to meet the
principal and interest payments.

Target Level: The target is equal to the highest annual debt service cost in the ensuing five (5)
years. The minimum target will be funded to meet reserve requirements.



Funding Source: Can be one or combination of system revenues, property tax receipts, and/or
restricted debt service accounts established as part of the original debt issuance.

Review Timeline: Fund balances and target level will be reviewed by staff and the Board as
part of the preparation and approval of the Agency’s O&M and Capital Budget.

CCRA Capital Reserves

Purpose: Capital Capacity Reimbursement Accounts (CCRA) are restricted accounts established
by each of the Agency’s “contracting member agencies” to hold new wastewater connections
fees collected in their respective service area; in accordance with the Regional Sewage Service
Contract (Regional Contract).

Usage Requirements: Pursuant to the Regional Contract and the 2015 Wastewater Connection
Fee Update Final Report (April 10, 2015), wastewater connection fees are charges for facilities
in existence at the time the charge is imposed or charges for new facilities to be constructed in
the future, which are of benefit to the person or property being charged (Government Code
Sections §54999 and 66013) to support capital acquisition, construction, equipment and process
improvement costs for the Agency’s regional wastewater system. The Agency draws, or “calls”,
CCRA funds from member agencies as needed to finance projects that support the Agency’s
regional wastewater system, if and when, capital construction reserves held by the Agency are
not sufficient to support the planned Capital Improvement Plan (CIP).

Target Balance: No set target is defined. CCRA reserve balance will depend on the level of new
development and the Agency’s funding requirements to support the planned CIP in the RC fund.

Fundine Source: New wastewater connections fees collected by each contracting member
agency for connection to the Agency’s regional wastewater system.

Review Timeline: Fund balances and target level will be reviewed by staff and the Board as part
of the preparation and approval of the Agency’s O&M and Capital Budget.

DESIGNATED FUND BALANCES
Capital Construction Reserve Funds

Purpose: Capital construction reserve funds are used to finance capital investments such as
construction, improvement or expansion of facilities and infrastructure, as well as acquisition of
major equipment and technology. The services provided by the Agency are critical to the health
and welfare of the citizens within the Agency’s service area. The Agency is committed to ensure
that systems are managed and constructed so that 90% of capacity is never exceeded (Business
Goal; Wastewater Management - Capacity).

Usage Requirements: Accessed, as needed, to fund capital investments based on the Agency’s
Ten Year Capital Improvement Fund (TYCIP) and other long term planning documents



including but not limited to: the Asset Management Plan, Integrated Resources Plan, Recycled
Water Program Strategy, Wastewater Facilities Master Plan, and Energy Management Plan.

Target Balance: The target level is equal to the total capital requirements for the subsequent
three (3) fiscal years as identified in the TYCIP, including unexpended debt proceeds. The
minimum target level is equal to the total CIP requirements for the following fiscal year.

Funding Source: Combination of system revenues generated from fees, rates, user charges,
property tax receipts, and debt proceeds issued to finance specific capital investments.

Review Timeline: Fund balances and target level will be reviewed by staff and the Board as part
of the preparation and approval of the Agency’s O&M and Capital Budget.

Replacement and Rehabilitation (R&R) Reserves

Purpose: Maintaining assets in an operating condition to meet the Agency’s level of service
commitment to provide reliable and high quality services requires timely and adequate
investment in replacement and rehabilitation (R&R) of Agency assets. R&R is defined as an
expense which will extend, as opposed to maintain, an asset’s useful life. The basis for R&R
requirements will be end of useful life and condition assessments conducted by Engineering,
Maintenance and Operations and reported in Asset Management Report updated every 3 to 5
years. The Agency’s ultimate goal is to finance planned R&R requirements with user rates and
charges. This goal is consistent with the Regional Sewage Service Contract which requires the
volumetric EDU rate to fully support costs for operating, administration, R&R and adequate
reserves for the regional wastewater program.

Usage Requirements: As needed to finance unplanned R&R requirements, including R&R
requirements identified in the Asset Management Plan but scheduled in subsequent fiscal years.

Target Balance: The target will be the total projected R&R costs over the subsequent three (3)
fiscal years. The minimum target will be the total R&R costs budgeted in the following fiscal
year.

Funding Source: System revenues generated from rates and user charges, net of operating costs
and debt service costs.

Review Timeline: Fund balances and target level will be reviewed by staff and the Board as part
of the preparation and approval of the Agency’s O&M and Capital Budget.

Self-Insurance Program Reserve

Purpose: An exposure/liability reserve shall be maintained for costs not covered by the
Agency’s insurance policies, such as claim costs within the Agency’s deductibles, self-insurance
retentions, and/or costs associated with disasters, and other events that are not reimbursable from
insurance. The reserve shall also provide funding to mitigate various catastrophic and other
events that may or may not be covered by insurance. These events may include, but are not



limited to; legal settlements, terrorist attacks, natural disasters, such as earthquakes, and severe
weather storms.

Additionally, the Agency has elected to self-insure for potential workers® compensation claims.
With a workforce of nearly 300, the Agency’s exposure to work-related injuries increases.

Usage Requirements: Accessed as needed for non-recoverable expenses associated with claims
against the Agency. In the event of a claim in excess of policy limitations and available
operating funds, the reserve will be used to satisfy that claim. In the event of a workers’
compensation claim(s) in excess of policy limitations and available operating funds, the reserve
will be used to satisfy the claim and/or to pay legal expenses defending the claim

Target Level: The target level will be set at $6 million, including $1 million maximum exposure
per occurrence for workers compensation claim.

Funding Source: Property tax receipts allocated to the Administrative Services (GG) fund and
inter-fund transfers from other funds, as needed.

Review Date: To be analyzed by Risk Management every two years to determine an appropriate
funding level.

Employee Retirement Benefit Reserve

Purpose: The Agency provides postemployment pension and medical benefits to eligible
employees who retire from the Agency. For pension benefits, the Agency contributes to a
defined benefit pension plan under the California Pension Employees’ Retirement System
(CalPERS). CalPERS is also the provider of retiree medical coverage benefits (referred to as
Other Post Employment Benefits-OPEB).

Like most public agencies, the Agency is facing growing unfunded accrued liabilities (UALSs) for
postretirement benefits. The Agency started in June 2014 the implementation of a funding
strategy to reduce the UAL for both pension and medical benefits. For Medical Benefits, the
Agency set up a trust account with CalPERS Retirement Benefits, and is committed to fund the
trust until it fully cover the UAL. The Board of Directors may designate at any given time
additional funds to be allocated towards any of the UAL.

Usage Requirements: To mitigate the impact of annual increase of the annual contribution
amounts in excess of the budgeted amount

Target Level: This minimum target amount will be set at $6 million and increased annually up
to the target level. The target level will be adjusted based on the total contribution amount
budgeted in the subsequent fiscal year for both OPEB and pension obligations.

Funding_Source: Combination of property tax receipts and indirect allocation of employment
costs across all Agency funds (programs) from the Administrative Services (GG) fund.




Review Timeline: Reserves will be adjusted in conjunction with the annual actuarial valuation
updates for pension and biennially for OPEB.

UNDESIGNATED FUND BALANCES
Supplemental Water Resources Reserve

Purpose: This reserve will enable the Agency to fund water resources projects for purposes of
increasing water use efficiency, water quality, and water reliability and resiliency in the Chino
Basin (Business Goal: Water Reliability). Projects include but is not limited to; water use
efficiency and conservation, investigation, construction or contractual programs which are
intended as a feasible water alternative to Metropolitan Water District water of Southern
California (MWD); maximizing the bencficial use of existing water infrastructure, and
investment in development of local water resources, protection of land throughout the region for
optimization of groundwater recharge.

Usage Requirements: Finance water resource management projects identified in the Agency’s
long term plaoning documents, such as; Integrated Resources Plan and Urban Water
Management.

Target Level: A minimum target level of $10 million and a target level of $30 million.

Funding Source: A combination of water connection fees, potable water rates, net proceeds from
the sale of surplus and recharged water, and “one-time” revenucs, such as receipts of residual
incremental property taxes resulting from the winding down of redevelopment successor
agencies.

Review Timeline: Fund balances and target level will be reviewed by staff and the Board as
part of the preparation and approval of the Agency’s O&M and Capital Budget.




ATTACHMENT B

INLAND EMPIRE UTILITIES AGENCY
RESERVE POLICY
Updated as of May2014June 2015

Policy Statement

The Inland Empire Utilities Agency (Agency or IEUA) has historically maintained fund reserves
to ensure sufficient funding is available to meet its operating, capital and debt service
obligations, comply with legally mandated requirements, and have the ability to respond to
unforeseen events. As a regional provider of essential public services and with an extensive
investment in public infrastructure, operating facilities, other rclated assets; the Agency must
establish and maintain a prudent level of reserves to meet its commitment to deliver reliable and
high quality essential services to its customers. In addition, by maintaining prudent reserves the
Agency has the necessary financial flexibility to effectively respond to economic, environmental
and regulatory changes, protect its customers against reducing service levels or raising rates and
fees because of temporary revenue shortfalls or unforeseen one-time expenditures, and support
the Agency’s Business Goals.

Purpose of Fund Reserve Policy

The policy directives outlined in this document are intended to ensure fund reserves support the
Agency’s Business Goals adopted by the Board in October 2013, in particular its commitment to
“preserve fund reserves that sustain the Agency’s long term fiscal health, high quality credit
rating and ensure its ability to effectively address economic variability”.

The Agency is committed to ensure its customers benefit from reliable, sustainable and high
quality water supplies and cost-cffective wastewater collection, treatment, and reuse services.
Given the direct impact these essential services have to public health and the overall quality of
life, very few options exist, if any, for service reduction levels in the event of revenue shortfalls
or other funding deficiencies. In recognition of these realities, and consistent with best practices,
the Agency has prudently established reserves to ensure delivery of these essential services.

The IEUA Board of Directors (Board) may designate specific reserves and set minimum and
target balances to support the various funds (programs) that account for its water, wastewater
treatment, recycled water and other activities. Establishing and maintaining adequate reserves
for the various programs minimizes the risk of significant fluctuation in rates and charges due to
changes, such as a shortfall in revenues or unanticipated expenses.

As an issuer of revenue bonds and recipient of low interest loans, the Agency is committed to its
contractual obligation to pay debt service and other financial obligations as imposed by bond
covenants and loan agreements. In addition, adequate reserves directly affect the Agency’s credit
rating and access to more favorable interest rate debt markets resulting in lower borrowing costs.



Sustainment of high quality credit rating will ensure the Agency’s ability to finance the
construction, expansion and improvement of facilities and infrastructure to meet higher service
demands from future growth. The Agency is committed to improving its long term credit to
AAA and maintaining a debt coverage ratio that supports such rating. (Business Goal: Fiscal
Responsibility).

Roles and Responsibilities

The Reserve Policy shall be adopted by the Board of Directors and reviewed annually during the
budget review process to ensure appropriate use of reserve funds and modification of targeted
reserve balances for the various funds (programs). The Agency’s Chief Financial Officer shall
serve as the designated administrator of the Reserve Policy and shall be responsible for the day-
to-day implementation and management.

Types of Reserves

Reserve balances shall be maintained in amounts sufficient to meet appropriate reserve targets,
as established by the Board, in cash and/or cash equivalents, and permitted investments as
prescribed in the Agency’s Investment Policy. The Agency classifies reserves into three major
categories as follows:

¢ Restricted reserves — Funds maintained based on externally-imposed restrictions from
federal and state regulatory requirements, or legal restrictions imposed by third parties,
(e.g. bondholders) through bond indentures or other contractual agreemenis (e.g.
Regional Sewage Service Contract).

e Designated reserves — Board imposed restrictions on funds for Agency specific purposes
such as mitigating risk from the Agency’s self-insurance programs and financing
replacement and rehabilitation (R&R) of Agency assets. These funds are not legally
restricted.

e Unrestricted reserves — The internal policy of the Agency requires maintenance of
adequate undesignated (unrestricted) reserves to finance requirements such as investment
in capital and operational efficiencies, payment of unfunded accrued liabilities for
retirement benefits, and-refunding of high interest debt obligations, and investment in
regional water reliability and resiliency. Funds in these reserves are available for
spending with no legal, regulatory, or Board imposed restrictions.

For each of the reserves, the Agency has identified a purpose, appropriate target levels, funding
sources, conditions under which they are to be used and replenished, and review dates for
determining continued need. Any reserves in excess of the cumulative target amounts

time revenues, will be considered undesignated funds which can be used for any lawful purpose
at the discretion of the Board of Directors.




RESERVED (RESTRICTED) FUND BALANCES
Operating Contingency Reserve

Purpose: The Agency is committed to providing wastewater collection, treatment, disposal, and
optimizing beneficial use of recycled water and biosolids. The Agency strives to provide and
maintain a rate structure that is affordable, stable and fully covers the fund (program) cost of
service. However, unforeseen shortfalls in revenues or increases or operating costs require that
the Agency periodically adjust rates and charges to achieve full cost of service recovery. This
reserve is intended to minimize rate fluctuations as a result of unfavorable economic conditions
or other factors beyond the control of the Agency that may result in reduced revenues or
increased costs.

The Agency shall maintain an operating contingency reserve equal to a minimum of four (4)
months, as mandated by legal requirements, and a target of six (6) months of total operating
expenses as identified in the adopted budget for the-ensrentfor each fiscal year. This level of
reserve will provide customers and outside parties assurance that the Agency can operate for at
least four months despite a significant shortfall in revenues or unplanned increase in expenses.

The target level minimizes the risk of significant rate fluctuations as a result of unforeseen
events.

Usage Requirements: This reserve can only be drawn upon if the Agency’s operating revenues
are not sufficient to pay operating expenses. Draws from these reserves shall be replenished
within twelve months after use.

Target Level: The target -level for Operating Contingency Reserve levels shall be maintained at
a minimum of four (4) months, as mandated by legal requirements, and a target of six (6) months
of the fund (program) adopted operating expenses for the-eusrenteach fiscal year.

Funding Source: Operating Contingency Reserve will be funded from. net system revenues,
(total operating revenues less total operating expenses).

Review Timeline: Fund balances and target level will be reviewed by staff and the Board as part
of the preparation and approval of the Agency’s O&M and Capital Budget.

Debt Service Reserves

Purpose: As required by bond covenants and loan agreements, debt service reserves are
maintained to support payment of principal and interest on outstanding obligations.

Usage Requirements: Debt service reserves will only be used to pay debt service costs when
pledged net revenues (as defined in the relevant debt instruments) are insufficient to meet the
principal and interest payments.

Target Level: The target is equal to the highest annual debt service cost in the ensuing five (5)
years. The minimum target will be funded to meet reserve requirements.
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Funding Source: Can be one or combination of system revenues, property tax receipts, and/or
restricted debt service accounts established as part of the original debt issuance.

Review Timeline: Fund balances and target level will be reviewed by staff and the Board as
part of the preparation and approval of the Agency’s O&M and Capital Budget.

CCRA Capital Reserves

Purpose: Capital Capacity Reimbursement Accounts (CCRA) are restricted accounts established
by each of the Agency’s “contracting member agencies” to hold new EBU—wastewater
connections fees collected in their respective service area, in accordance with the Regional
Sewage Service Contract (Regional Contract).

Usage Requirements: Pursuant to the Regional Contract and the 2015 Wastewater Connection
Fee Update Final Report (April 10. 2015), €CRA-wastewater connection feesfinds are restrieted
charges for facilities in existence at the time the charge is imposed or charges for new facilities
to be constructed in the future, which are of benefit to the person or property being charged
(Government Code Sections §54999 and 66013) to support capital acquisition, construction,
equipment and process improvement costs for the Agency’s regional wastewater system. The
Agency draws, or “calls”, CCRA funds from member agencies as needed to finance ecapial
projects  that ~.up]m:[+ﬂ the Restonal—Wastewster—Capsal—Improvement—RCO—tfund
prosramAgency’s regional wastewater system, if and when, capital construction reserves held by
the Agency are not sufficient to support the planned Capital Improvement Plan (CIP).

Target Balance: No set target is defined. CCRA reserve balance will depend on the level of new
development and the Agency’s funding requirements to support the planned CIP in the RC fund.

Funding Source: New EDH-wastewater connections fees collected by each contracting member
agency for connection to the Agency’s regional wastewater system.

Review Timeline: Fund balances and target level will be reviewed by staff and the Board as part
of the preparation and approval of the Agency’s O&M and Capital Budget.

DESIGNATED FUND BALANCES
Capital Construction Reserve Funds

Purpose: Capital construction reserve funds are used to finance capital investments such as
construction, improvement or expansion of facilities and infrastructure, as well as acquisition of
major equipment and technology. The services provided by the Agency are critical to the health
and welfare of the citizens within the Agency’s service area. The Agency is committed to ensure
that systems are managed and constructed so that 90% of capacity is never exceeded (Business
Goal; Wastewater Management - -Capacity).



Usage Requirements: Accessed, as needed, to fund capital investments based on the Agency’s
Ten Year Capital Improvement Fund (TYCIP) and other long term planning documents
including but not limited to: the Asset Management Plan, Integrated Resources Plan, Recycled
Water PlanProgram Strategy, Wastewater Facilities Master Plan, and Energy Management Plan.

Target Balance: The saximum-target level is equal to the total capital requirements for the
subsequent three (3) fiscal years as identified in the TYCIP, including unexpended debt

proceeds. The minimum target level is equal to the total CIP requirements for the following
fiscal year.

Funding Source: Combination of system revenues generated from rates—connection fees,

rates.and user charges, property tax receipts, and debt proceeds issued to finance specific capital
investments.

Review Timeline: Fund balances and target level will be reviewed by staff and the Board as part
of the preparation and approval of the Agency’s O&M and Capital Budget.

Replacement and Rehabilitation (R&R) Reserves

Purpose: Maintaining assets in an operating condition to meet the Agency’s level of service
commitment to provide reliable and high quality services requires timely and adequate
investment in replacement and rehabilitation (R&R) of Agency assets. R&R is defined as an
expense which will extend, as opposed to maintain, an asset’s useful life. The basis for R&R
requirements will be end of useful life and condition assessments conducted by Engineering,
Maintenance and Operations and reported in Asset Management Report updated every 3 to 5
years. The Agency’s ultimate goal is finance planned R&R requirements with user rates and
charges. This goal is consistent with the Regional Sewage Service Contract which requires the
volumetric EDU rate to fully support costs for operating, administration, -and-R&R eests-and
adequate reserves for the regional wastewater program.

Usage Requirements: As needed to finance unplanned R&R requirements, including R&R

requirements identified in the Asset Management Repezt-Plan but scheduled in subsequent fiscal
years.

Target Balance: The target will be the total projected R&R costs over the subsequent three (3)

fiscal years. The minimum target will be the total R&R costs budgeted in the following fiscal
year.

Funding Source: System revenues generated from rates and user charges, net of operating costs
and debt service costs.

Review Timeline: Fund balances and target level will be reviewed by staff and the Board as part
of the preparation and approval of the Agency’s O&M and Capital Budget.

Self-Insurance Program Reserve



Purpose: An exposure/liability reserve shall be maintained for costs not covered by the
Agency’s insurance policies, such as claim costs within the Agency’s deductibles, self-insurance
retentions, and/or costs associated with disasters, and other events that are not reimbursable from
insurance. The reserve shall also provide funding to mitigate various catastrophic and other
events that may or may not be covered by insurance. These events may include, but are not
limited to; legal settlements, terrorist attacks, natural disasters, such as earthquakes, and severe
weather storms.

Additionally, the Agency has elected to self-insure for potential workers’ compensation claims.
With a workforce of nearly 300, the Agency’s exposure to work-related injuries increases.

Usage Requirements: Accessed as needed for non-recoverable expenses associated with claims
against the Agency. In the event of a claim in excess of policy limitations and available
operating funds, the reserve will be used to satisfy that claim. In the event of a workers’
compensation claim(s) in excess of policy limitations and available operating funds, the reserve
will be used to satisfy the claim and/or to pay legal expenses defending the claim

| Target Level: The target level will be set at $6,806.008 million, including $1 4+006;000million
maximum exposure per occurrence for workers compensation claim.

Funding Source: Property tax receipts allocated to the Administrative Services (GG) fund and
inter-fund transfers from other funds, as needed.

Review Date: To be analyzed by Risk Management every two years to determine an appropriate
funding level.

Employee Retirement Benefit Reserve

Purpose: The Agency provides postemployment pension and medical benefits to eligible
employees who retire from the Agency. For pension benefits, the Agency contributes to a
defined benefit pension plan under the California Pension Employees’ Retirement System
(CalPERS). CalPERS is also the provider of retirce medical coverage benefits (referred to as
Other Post Employment Benefits-OPEB).

| Like most public aAgencies, the Agency is facing growing unfunded accrued liabilities (UALSs)
for postretirement benefits. In 2013, UALSs for pension and medical benefits were estimated to
be $60 million. A key objective of the Agency is to develop a funding strategy to fully fund

UALSs over an appropriate period of time in order to safeguard retiree benefits and the Agency’s
financial health.

Usage Requirements: To mitigate the impact of annual increase of the annual contribution
amounts in excess of the budgeted amount

Target Level: This minimum target amount will be set at $6 million and increased annually up
| to the target level. The target level will be adjusted based on the total AnnualRequired



|
l

Centribution(ARC)contribution amount budgeted in the subsequent fiscal year for both OPEB
and pension obligations.

Funding Source: Combination of property tax receipts and indirect allocation of employment
costs across all Agency funds (programs) from the Administrative Services (GG) fund.

Review Timeline: Reserves will be adjusted in conjunction with the annual actuarial valuation
updates for pension and biennially for OPEB.

UNDESIGNATED-UNRESTRICTED FUND BALANCES

Supplemental- Water Resources Reserve

Purpose: This reserve will enable the Agency to fund water resources projects for purposes of
increasing water use efficiency, water quality, and water reliability and sustainabitity—resiliency
in the Chino Basin (Business Goal: Water Reliability). Projects include but is not limited to;
water use efficiency and conservation, investigation, construction or contractual programs which
are intended as a feasible water alternative to Metropolitan Water District water of Southern
California (MWD); maximizing the beneficial use of existing water infrastructure, and
investment in development of local water resources, protection of land throughout the region for
optimization of groundwater recharge.

Usage Requirements: Finance water resource management projects identified in the Agency’s
long term planning documents, such as; Integrated Resources Plan and Urban Water
Management.

Target Level: A minimum target level of $10 million and a target level of $30 million.

ots : argesand-a
jeswater connection fees. potable water ratess
and, net proceeds from the sale of surplus and recharged water-

Funding Source: A Ccombination of

Review Timeline: Fund balances and target level will be reviewed by staff and the Board as
part of the preparation and approval of the Agency’s O&M and Capital Budget.
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\ Inland Empire Utilities Agency

. A MUNICIPAL WATER DISTRICT

Date: June 17, 2015

To: The Honorable Board of Directors

Through: Public, Legislative Affairs, and Water Resources Committee (06/10/15)
Finance, Legal, and Administration Committee (06/10/15)

From: ’FV P. Joseph Grindstaff
General Manager

Submitted by: Kathy Besser
Manager of External Affairs

Subject: Amendments to Extend the Contracts for Federal Legislative Services

RECOMMENDATION

It is recommended that the Board of Directors:

1. Amend Contract No. 4600001343 with Innovative Federal Strategies (IFS) to provide
federal legislative services from July 1, 2015 through June 30, 2016, at a monthly
retainer fee of $6,500 per month, plus reasonable business expenses, with no change
in the current rate;

2. Amend Contract No. 4600001344 with Agricultural Resources to provide federal
legislative services from July 1, 2015 through June 30, 2016, at a monthly retainer fee
of $6,000 per month, plus reasonable business expenses, with no change in the
current rate; and

3. Authorize the General Manager to finalize and execute the amendments.

BACKGROUND

The Agency currently contracts with IFS and Agricultural Resources to provide federal
legislative services on issues of interest to the Agency and the community it serves, including

water resources, renewable energy, water quality, air quality, and federal funding authorizations
and appropriations.



Amendments to Extend the Contracts for Federal Legislative Services
June 17,2015
Page 2 of 2

Working together, these two firms have assisted the Agency in securing over $26 million in
federal funding over the past 10 years that has been vital to the financing of the Regional
Recycled Water Program, regional desalters, and other water management activities.

IFS and Agricultural Resources have served the Agency well for many years. Their knowledge
and expertise, combined with their strong working relationships with existing and new members
of IEUA’s congressional delegation and effective collaboration with our partner agencies,
warrants the extension of this contract.

The contract amendment is consistent with the Agency’s Business Goal of Business Practice, key
objective of policy leadership in effectively advocate, campaign and guide development of
legislation that benefits the region that IEUA serves.

PRIOR BOARD ACTION

On January 16, 2013, the Board approved a contract term of January 1, 2013 through June 15,
2015 for a combined monthly fee of $12,500.

On May 16, 2012, the Board of Directors approved six-month extensions of existing contracts
with IFS and Agricultural Resources for the term July 1, 2012, through December 31, 2012.

IMPACT ON BUDGET

IFS and Agricultural Resources have agreed to hold their prices for FY 2015/16; therefore, there
is no change in the combined monthly fee of $12,500 for federal legislative services. Funding
for the continuation of these contracts is included in the proposed FY 2015/16 budget within the
Regional Wastewater Operating (RQ), Regional Wastewater Capital (RC), Recycled Water
(WC) and Water Resources (WW) funds.

G:\Board-Rec\2015\15132 Extension of Federal Legislative Contracts 6-10-15.docx
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AMENDMENT NUMBER: 4600001343-001
FOR
FEDERAL LEGISLATIVE ADVOCACY SERVICES

THIS AMENDMENT NUMBER 1, to Contract Number 4600001343, between the Inland

Empire Utilities Agency, and Innovative Federal Strategies, of Washington D.C., for federal
legislative advocacy services shall revise the Contract as follows:

REVISE SECTION 5, TERM, TO READ:

The term of this Contract shall extend from the date of the Notice to Proceed and terminate

on June 30, 2016, unless agreed to by both parties, reduced to writing and amended to this
Contract.

ALL OTHER PROVISIONS OF THIS CONTRACT REMAIN UNCHANGED.

The parties hereto have mutually covenanted and agreed as per the above amendment

item(s), and in doing so have caused this document to become incorporated into the
Contract documents.

INLAND EMPIRE UTILITIES AGENCY: INNOVATIVE FEDERAL STRATEGIES, LLC:
P. Joseph Grindstaff {Date) Letitia H. White (Date)
General Manager Partner

Amendment Number 1 to 4600001343 Page 1 of 1

April 27, 2015
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AMENDMENT NUMBER: 4600001344-001
FOR
FEDERAL LEGISLATIVE SERVICES

THIS AMENDMENT NUMBER 1, to Contract Number 4600001344, between the Inland

Empire Utilities Agency, and Agricultural Resources, of Washington D.C., for federal
legislative services shall revise the Contract as follows:

REVISE SECTION 5, TERM, TO READ:

The term of this Contract shall extend from the date of the Notice to Proceed and terminate

on June 30, 2016, unless agreed to by both parties, reduced to writing and amended to this
Contract.

ALL OTHER PROVISIONS OF THIS CONTRACT REMAIN UNCHANGED.

The parties hereto have mutually covenanted and agreed as per the above amendment

item(s), and in doing so have caused this document to become incorporated into the
Contract documents.

INLAND EMPIRE UTILITIES AGENCY: AGRICULTURAL RESOURCES:

L2en v . Ditiner 4/28/2015
P. Joseph Grindstaff (Date) David Weiman (Date)
General Manager Owner

Amendment Number 1 to 4600001344

Page 1 of 1
April 27, 2015
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\ Infand Empire Utilities Agency

. A MUNICIPAL WATER DISTRICT
Date: June 17, 2015
To: The Honorable Board of Directors
Through: Public, Legislative Affairs, and Water Resources Committee (06/10/15)
Finance, Legal, and Administration Committee (06/10/135)
From: x,.{ P. Joseph Grindstaff Q}M)
General Manager
Submitted by: Kathy Besser W
Manager of External Affairs
Subject: Amendment to Extend the Contract with West Coast Advisors
RECOMMENDATION

It is recommended that the Board of Directors:

1. Amend Contract No. 4600001846 with West Coast Advisors to provide state
legislative consulting services from July 1, 2015 through June 30, 2016, at a monthly
retainer fee of $9,800 per month, plus reasonable business expenses, with no change
in the current rate; and

2. Authorize the General Manager to finalize and execute the amendment.

BACKGROUND

The Agency currently contracts with West Coast Advisors (formerly the Dolphin Group) to
provide state legislative services on issues of interest to the Agency and the community it serves,
including water resources, renewable energy, water quality, air quality, and funding.

In June 2012, the Finance, Legal, and Administration Committee recommended that Requests for
Proposals (RFPs) for state legislative services be circulated in early Fall 2012, as part of 2
competitive solicitation process. On September 12, 2012, the RFP was issued to 11 firms via
The Network and emailed directly to another 14 firms. On September 27, 2012, the Agency
received one proposal for state legislative services from the Dolphin Group, the current service
provider. Since the Dolphin Group had served the Agency well on state legislative issues, it was
recommended that the Agency award the state legislative services contract to the Dolphin Group.



Amendment to Extend the Contract with West Coast Advisors
June 17, 2015
Page 2 of 2

The contract amendment is consistent with the Agency’s Business Goal of Business Practice, key

objective of policy leadership in effectively advocate, campaign and guide development of
legislation that benefits the region that IEUA serves.

PRIOR BOARD ACTION

On January 16, 2013, the Board of Directors approved a three-year contract with the Dolphin
Group through December 31, 2015 for a monthly fee of $9,800.

On May 16, 2012, the Board of Directors approved a six-month extension of the existing
contract with the Dolphin Group for the term of July 1, 2012, through December 31, 2012.

IMPACT ON BUDGET

West Coast Advisors have agreed to hold their prices for FY 2015/16; therefore, there is no
change in the monthly fee of $9,800 for state legislative lobbying services. Funding for the
continuation of West Coast Advisors’ contract is included in the proposed FY 2015/16 budget
within the Regional Wastewater Operating (RO), Regional Wastewater Capital (RC), Recycled
Water (WC) and Water Resources (WW) funds.

G:\Board-Rec\2015\15133 Extension of West Coast Advisors Contract 6-10-15.docx
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AMENDMENT NUMBER: 4600001846-002
FOR
STATE LEGISLATIVE LOBBYING SERVICES

THIS AMENDMENT NUMBER 2, to Contract Number 4600001846, between the Inland

Empire Utilities Agency and West Coast Advisors (formerly The Dolphin Group), shall revise
the Contract as follows:

REVISE THE TERM AS FOLLOWS: The term of this Agreement shall extend from
January 1, 2013, and terminate upon completion of services or December 31, 2016,
whichever occurs first, unless mutually agreed upon to extend for the option period.

ALL OTHER PROVISIONS OF THIS CONTRACT REMAIN UNCHANGED.

The parties hereto have mutually covenanted and agreed as per the above amendment

item{s), and in doing so have caused this document to become incorporated into the
Contract documents.

INLAND EMPIRE UTILITIES AGENCY: WEST COAST ADVISORS:

wY) S oreeacto 4/21/is

P. Joseph Grindstaff (Date)  Michael Boccadoro " {Date)
General Manager President
Amendment Numbeor Ne. 2 to 4600001848 Page 1 of 1

April 27, 2018
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9 Inland Empire Utilities Agency

S A MUNICIPAL WATER DISTRICT
Date: June 17, 2015
To: The Honorable Board of Directors
Through: Public, Legislative Affairs, and Water Resources Commiittee (06/10/15)
Finance, Legal, and Administration Committee (06/10/15)
From: ?('/ P. Joseph Grindstaff,
General Manager
Submitted by: Kathy Besser
Manager of External Affairs
Subject: Amendment to Extend the Contract with California Strategies, LLC
RECOMMENDATION

It is recommended that the Board of Directors:

1. Amend Contract No. 4600000419 with California Strategies, LLC to provide strategic
local government consulting services from July 1, 2015 through June 30, 2016, at a

monthly retainer fee of $6,000 per month, plus reasonable business expenses, with no
change in the current rate; and

2. Authorize the General Manager to finalize and execute the amendment.

BACKGROUND

California Strategies, LLC is highly regarded as a respected, bipartisan, and full service
government relations and advocacy firm based in Sacramento, with offices in Los Angeles,
Irvine, San Diego, Modesto, Inland Empire, and Silicon Valley.

Over the past five years, California Strategies has assisted the Agency in developing a successful
collaborative strategy with San Bernardino County, Chino Basin Watermaster, and Chino Basin
Water Conservation District. In the coming year, California Strategies will continue to assist the
Agency with its stormwater and water sofiener initiatives, as well as coordination on LAFCO
issues. California Strategies will also assist with outreach to key elected officials, community
leaders, and local government staff, as well as provide advice to the Agency on other initiatives
as requested.



Amendment to Extend the Contract with California Strategies, LLC
June 17, 2015
Page 2 of 2

Accordingly, staff recommends a one-ycar renewal of the professional services contract with
California Strategies from July 1, 2015 through June 30, 2016, at the current rate of $6,000 per
month, plus reasonable business expenses (no change in fees).

The contract amendment is consistent with the Agency’s Business Goal of Business Practice, key
objective of policy leadership in effectively advocate, campaign and guide development of
legislation that benefits the region that IEUA serves.

PRIOR BOARD ACTION

On May 21, 2014, the Board approved the extension of Agreement No. 4600000419 for one year
(July 1, 2014 to June 30, 2015).

On June 20, 2013, the Board approved the extension of Agreement No. 4600000419 for one year
(July 1, 2013 to June 30, 2014).

On June 20, 2012, the Board approved the extension of Agreement No. 4600000419 for one year
(July 1, 2012 to June 30, 2013).

On June 15, 2011, the Board approved the extension of Agreement No. 4600000419 for one year
(July 1, 2011 to June 30, 2012).

On Jupe 16, 2010, the Board approved the Contract No. 4600000419 with California Strategies,
LLC to provide strategic local government consulting services beginning July 1, 2010, to June
30, 2011, at a monthly retainer fee of $10,000 per month plus reasonable business expenses.

IMPACT ON BUDGET

California Strategies, LLC have agreed to hold their prices for FY 2015/16; therefore, there is no
change in the monthly fee of $6,000 for strategic local government services. Funding for the
continuation of California Strategies’ contract is included in the proposed FY 2015/16 budget
within the Administrative Services (GG) fund.

G:\Board-Rec\2015\15131 Extension of Cal Strat Coniract 6-10-15.doex



AMENDMENT NUMBER: 4600000419-006
FOR

STRATEGIC LOCAL GOVERNMENT SERVICES

THIS AMENDMENT NUMBER §6, to Contract Number 4600000419, between the Inland Empire
Utilities Agency, and California Strategies LLC, for strategic local government services, shall revise
the Contract as follows:

REVISE SECTION 5, TERM, TO READ:

The term of this Contract shall extend from the date of the Notice to Proceed and terminate on June
30, 2016, unless agreed to by both parties, reduced to writing and amended to this Contract.

ALL OTHER PROVISIONS OF THIS CONTRACT REMAIN UNCHANGED.
The parties hereto have mutually covenanted and agreed as per the above amendment item(s), and

in doing so have caused this document to become incorporated into the Contract documents.

INLAND EMPIRE UTILITIES AGENCY: CALIFORNIA STRATEGIES, LLC:

Bl _oyfrls
P. Joseph Grindstaff (Date) Johg B. Withers T (Date)
General Manager Partner

Amendment Number 6 fo 4600000419 Page 1 of 1
April 27, 2015
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Inland Empire Utilities Agency

L. A MUNICIPAL WATER DISTRICT
Date: June 17, 2015
To: The Honorable Board of Directors
Through: Finance, Legal, and Administration Committee (06/10/15)
From: x\, P. Joseph Grindstaff
General Manager
Submitted by: Christina Valenciahgv/
Chief Financial Officder/Assistant General Manager
GU)‘ Javier Chagoyen-Lazaro
4f Manager of Finance and Accounting
Subject: Treasurer's Report of Financial Affairs
RECOMMENDATION

The Treasurer's Report of Financial Affairs for the month ended April 30, 2015, is an
informational item for the Board of Directors to review. The monthly report denotes investment
transactions that have been executed in accordance with the criteria stated in the Agency's
Investment Policy (Resolution No. 2014-6-11).

BACKGROUND

The Treasurer's Report of Financial Affairs for the month ended April 30, 2015, is submitted in a
format consistent with State requirements.

Total cash, investments, and restricted deposits of $136,365,445, reflects an increase of
$7,647,569 higher compared to the total reported for March 2015. The increase was attributed
mainly to property tax receipts of $9.9 million which were partially offset by debt payments and
capital expenses. Average days of cash on hand for the month ended April 30, 2015 increased to
159 days from 153 days due to the increase in available unrestricted cash. Average days of cash
on hand is calculated using the monthly ending balance of unrestricted cash and cash equivalents
divided by disbursements associated with operating expenses, debt service, and capital
expenditures as recorded in the Agency’s cash flow.

The Agency’s investment portfolic average rate of return in April 2015 was 0.489%, a decrease
of 0.104% compared to the average yield of 0.593% reported in March 2015. The decrease is
attributed to maturities and calls of portfolio investments with an average rate of return of 1.31%.



Treasurer’s Report of Financial Affairs
June 17, 2015
Page 2 of 2

The Financial Affairs report is consistent with the Agency’s Business Goal of Fiscal
Responsibility in providing financial reporting that accounts for cash and investment activities to
fund operating requirements and to optimize investment earnings.

PRIOR BOARD ACTION

None.

IMPACT ON BUDGET

The interest earned on the Agency’s investment portfolio increases the Agency’s reserves.

Attachment: April 2015 Treasurer’s Report of Financial Affairs

G:\Board-Rec\201 5\15144 Treasurer’s Report of Financial Affairs for April 2015
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A Infand Empire Utilities Agency

A MUNICIPAL WATER DISTRICT

Date: June 17, 2015
To: The Honorable Board of Directors
Through: Finance, Legal, and Administration Committee (6/10/15)
From Q( P. Joseph Grindstaff
General Manager
Submitted by: Christina Valencia W

Chief Financial Officer/Assistant General Manager

QYU» Javier Chagoyen-Lazaro
4¥2L Manager of Finance and Accounting

Subject: FY 2014/15 Third Quarter Budget Variance, Performance Goals Updates
and Budget Transfers

>

RECOMMENDATION
This is an informational item for the Board of Directors to receive and file.

BACKGROUND

The Budget Variance report presents the Agency’s financial performance through third quarter
ending March 31, 2015, Exhibit A provides a comparison of actual revenues and expenses
against the FY 2014/15 Amended Budget including a discussion of major categories with the
most significant variances. Exhibit B provides a progress status of Division and Department
Goals and Objectives as established in FY 2014/15 Adopted Budget, Exhibit C presents a
summary of Operations and Maintenance (O&M) budget transfers approved by management at
the third quarter, and Exhibit D lists Board approved budget amendments and the management
approved budget transfers between capital projects and between O&M projects by Agency fund.
Attachment A provides the FY 2014/15 financial overview of each of the Agency’s programs.

TOTAL REVENUES AND OTHER FUNDING SOURCES

Overall, the Agency received total revenues and other funding sources at the end of the third
quarter of $62.8 million, or 61.1% of the Amended Budget (Exhibit A detail).

The change in the Amended Budget. of $161.6 million compared to the Adopted Budget of
$153.4 million is due to the early execution of the SRF loan proceeds administered by State
Water Resources Control Board (S'WRCB) for the Southern and Central/Wineville area projects
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in the Recycled Water program. On February 18, 2015, the Board approved a budget amendment
of $15 million to support related costs.

The following section highlights key variances:

User Charges — Actual at 74.5% is in line with the amended budget. This category
includes EDU volumetric of $36.6 million, $5.6 million for non-reclaimable wastewater
fees, $3.2 million for water meter service charges, and $0.6 million for imported potable
water surcharge.

Connection Fees — Member agencies reported a total of 2,380 Equivalent Dwelling Units
(EDU) new connections, approximately 79.3% of the budgeted 3,000 EDUs which is
equivalent to $12.1 million of the budgeted $15.3 million.

Recycled Water Sales — Recycled water sales at the end of the third quarter were $7.5
million. Direct delivery was 17,226 AF, $5.0 million, and groundwater recharge was
7,481 AF, $2.5 million, for 79.4% of the annual budget. Total year to date deliveries of
24,707 AF compares favorably to the 32,000 AF projected for the fiscal year.

MWD LPP Rebate —Direct recycled water sales in excess of 3,500 AF and up to 17,000
AF are eligible for the Metropolitan Water District (MWD) Local Project Program (LPP)
at a rate of $154/AF, for a maximum amount of $2.1 million per fiscal year. At the end of
the third quarter, the total rebate was $2.0 million for 13,115 AF of credit or 97.1% of
total budget.

Property Taxes — Tax receipts at the end of the third quarter were $23.2 million or 58%
of the Amended Budget. General ad-valorem property received from the San Bernardino

County Tax Assessor (County) was $17.0 million and “pass through” incremental RDA
taxes received were $6.2 million.

Grants & Loans — Total receipts were $1.3 million or 5.5% of the budget. Amended
Budget of $22.5 million consists of $2.3 million in grants and $20.2 million in SRF loan
proceeds for the Southern and Central/Wineville Area projects. As of April 21, 2015, the
execution of the SWRCB amended contract is at its final stage and eligible
reimbursements are projected to be $9.3 million for the Southern Area and $10.5 million
for the Central Wineville project for a total of $20.0 million in loan proceeds.

Cost Reimbursements — Total cost reimbursements were $4.5 million or 83.0% of the
annual budget. Reimbursements include $2.6 million from the Inland Empire Regional
Composting Authority (IERCA), $1.0 million from Chino Basin Desalter Authority
(CDA), and $0.9 million from Chino Basin Watermaster (CBWM). Total cost
reimbursement budget of $5.4 million, includes $1.2 million from CDA, $3.5 million
from IERCA, and $1.2 million from CBWM,

G: Board-Rec/2015/15128/FY 2014/15 Third Quarter Budget Variance and Performance Goals Updates
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e Other Revenues — Total other revenues actual were $1.8 million or 58.4% of the annual
budget. Other revenues include $1.2 million for the recovery of the deferred 4R capital

charges from Non-Reclaimable (NC) fund and $0.5 million from lease payment for the
RP-5 Solids Handling Facility.

TOTAL EXPENSES AND USES OF FUNDS

The Agency’s total expenses through the third quarter were $76.5 million, or 62.1% of the
$201.5 million Amended Budget.

The increase of $39.2 miilion between the Adopted Budget of $162.3 million and the Amended
Budget of $201.5 million is mainly due to $16.8 million of encumbrances carried forward from
FY 2014/15 (net of $2.5 million returned to FY 2013/14) and $22.5 million in budget amendment
for various projects such as Wineville Extension Recycled Water Pipeline Segments A & B for

$15.0 million; 930 Zone Recycled Water Pipeline Project for $4.0 million; and RP-1 Qutfall
Relocation for $3.2 million.

Key highlights of expenses are:

o  Employment Expenses — Employment expenses through the third quarter were $25.5
million or approximately 62.5% of Amended Budget. The favorable variance was due to
a higher than anticipated vacancy factor. A total of 21 positions were vacant and an
additional 15 were on hold at the end of the quarter, equivalent to a 12.4% vacancy factor
which exceeds the Agency’s budgeted rate of 5.0%.

e CSDLAC & SARI Operating Fees — Operating expenses at the end of the third quarter
were $8.8 million or 76.5% of the budget. The variance was due to higher strength and
imbalance charges (pass through) in the Non-Reclaimable Waste (NRW) system.

e Utilities — This category expended $6.7 million or 66.4% of the budget.

= Electricity is slightly higher due to low production from Fuel Cell at RP-1. Low
utilization from fuel cell is subsidized by importing higher electricity costs.

* Natural gas utilization is low due to lower gas rate averaging $0.419/therm
compared to the budgeted rate of $0.80/therm.

= Fuel Cell has experienced some reliability issues over the last couple of months
and has been producing electricity lower than the expected output.

= Power generated from solar panels is lower this year compared to last year, which
was used as a baseline when production cost was budgeted for this fiscal year.
Electricity generated from the solar power is directly related to the amount of
sunlight experienced this year. Grid electricity usage was higher but was offset by
the actual average of $0.115/kWh compared to the budgeted rate of $0.120/kWh.

G: Board-Rec/2015/15128/FY 2014/15 Third Quarter Budget Variance and Performance Goals Updates
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o Special and Reimbursable Projects — O&M project expenditures are lower than budget.
Combined actual costs were $2.0 million or 25% of the Amended Budget of $8 million or
4% compared to Total Administrative Expenses Amended Budget of $56.2 million.
Variance is due to majority of the projects scope of work which are currently being
evaluated and developed; marketing and outreach activities as well as rebate program
driven by customer demand are ongoing and all of these are anticipated to occur within
the last quarter. In addition, unspent emergency projects are contingent upon occurrence
of emergency events.

o Capital — Capital total project expenditures through the end of the third quarter were
$39.9 million or 61.2% of the $65.22 million Amended Budget. Unspent encumbrances
amounts to $21.4 million of which $14 million are contracts for Wineville (Mike Bubalo
and CCL Contracting), Carbon Canyon Odor Replacement (Stantec), and SCADA
Enterprise System (Technical Systems and Integrated Design) projects. Recycled water
projects accounted for approximately 64% of total capital project costs through the third
quarter and 28% are related to Regional Wastewater projects.

o Debt Service — Total financial and other non-operating expenses were $28.9 million or
69.0% of the $41.9 million annual budget. Interest rate for the 2008B Variable Rate

Demands Bonds continues to stay below the budgeted 1% rate, the actual average year to
date rate is .041%.

More detailed explanations of significant revenue and expenses are included in the attached
Exhibit A.

FUND BALANCES AND RESERVES

Total fund balance for the year ended June 30, 2014 was $151.1 million. The net shortfall in
total revenue over total expense in the amount of $26.3 million resulted in an ending fund
balance of $124.8 million.

The change in the total fund balance from $8.9 million (Adopted Budget) to $26.3 million (YTD
ending March 31, 2015) was mainly due to higher capital expenditures on major Recycled water
projects and the timing of SRF loan receipts.

GOALS AND OBJECTIVES

Exhibit B provides information on division and related department goals and objectives and the
status of each through the end of the third quarter. The goals and objectives indicators are
measures used to track the volume and complexity of work by type and to track the effort
invested to accomplish that work. Staff will use the indicators to justify current resource
allocations, requests for additional resources or re-allocation of staff and to track productivity.

G: Board-Rec/2015/15128/FY 2014/15 Third Quarter Budget Variance and Performance Goals Updates
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BUDGET TRANSFERS AND AMENDMENTS

A summary of O&M budget transfers accounted for $1.4 millior is provided in Exhibit C-1.
Additionally, FY 2014/15 Adopted Budget included $400,000 of General Manager (GM)
Contingency Account in the RO Fund and $100,000 in the GG Fund. At the end of the third quarter,
$254,150 and $100,000 from GG Fund and RO Fund, respectively were utilized to support
unexpected and necessary expenses as listed in Exhibit C-2.

Capital and O&M projects budget transfers accounted for $1.3 million as approved by
management during the third quarter, are listed in Exhibit D.

The budget variance analysis report is consistent with the Agency’s business goal of Fiscal
Responsibility, to demonstrate the Agency appropriately funded operational, maintenance, and
capital costs.

PRIOR BOARD ACTION

The Board reviewed the Agency’s variance report for FY 2014/15 Second Quarter Ending
December 31, 2014, on March 18, 2015.

IMPACT ON BUDGET

The net shortfall in total revenues over total expenses in the amount of $26.3 million resulted in a
total estimated fund balance of $124.8 million at quarter ended March 31, 2015.

G: Board-Rec/2015/15128/FY 2014/15 Third Quarter Budget Variance and Performance Goals Updates



Attachment A
FY 2014/15 Financial Overview of Agency’s Programs

FY 2014/15 Total Revenues, Expenses, and Fund Balance — YTD Third Quarter (March 31, 2015)

Regional Wastewater Capital Improvement (RC) Fund

® The find balance indicated a decrease of $4.9 million compared to the FY 2013/14 ending fund
balance was primarily due to payment of the 2005A Revenue Bond retirement paid November 2014,
coupled with low property tax receipts in the first half of the fiscal year.
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Regional Wastewater Operations and Maintenance (RO} Fund

e The fund balance indicated an increase of $9.9 million compared to the FY 2013/14 ending fund
balance was primarily due to delayed execution of capital Replacement and Rehabilitation (R&R)

and O&M projects.
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Recycled Water (WC) Fund

= The fund balance indicated a decrease of $7.5 million compared to the FY 2013/14 ending fund
balance was primarily due to timing of the property tax receipt. Inter fund loan from Regional
Wastewater Program (RC) for $10.5 million is projected to occur in this current fiscal year end.
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Recharge Water (RW) Fund

e The fund balance presented an increase of $0.3 million compared to the FY 2013/14 ending fund
balance, was due to lower capital and debt service costs.
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Non-Reclaimable Wastewater (NC) Fund

¢ The fund balance resulted in a decrease of $0.4 million compared to the FY 2013/14 ending fund
balance was primarily due to lower capital and O&M expense in addition to the timing of
user/service charge receipt in the first half of the fiscal year.
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Administrative Services (GG) Fund

e The fund balance indicated an increase of $0.8 million compared to the FY 2013/14 ending fund
balance was primarily due to the timing of property tax receipts, which is the primary revenue source

for this fund.
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‘Water Resources Fund

e The fund balance increase of $0.1 million compared to the FY 2013/14 ending fund balance was
primarily due to contributions and sponsorships expense and other contract service expense not being
fully utilized during the first two quarters. An increase in both expense items are projected bringing

them in-line with budget in the following quarters.
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i 5 Inland Empire Ltilitles Agency

A MUINICIPAL WATER DISTRICT

L. Actual vs. Budget Summary:

Third Quarter March 31, 2015

EXHIBIT A

% of the Year
Elapsed: 75%

Adopted Amended Actual
Annual Annual Quarter Ended % of Amended
Budget Budget 3/31/2015 Amended vs. Actual Budget
Operating Revenues $82,996,623 $82,996,625 $62,216,468 (20,780,157) 75.0%
Noh-Operating
{Other Sources of Fund) 70,436,544 78,613,406 36,559,103 (42,054,303) 46.5%
TOTAL FUNDING SOURCES 153,433,167 161,610,031 98,775,571 BE R A8 61 1%
Administrative &
Operating Expense {91,015,073) (94,316,603) (56,172,514 38,144,088 59.6%
CIP Expense (29,314,800) {65,201,177) (39,909,794) 25,291,383 61.2%
|GEBt Service 7 Financial
Expense (41,966,339} (41,966,339) (28,954,657) 13,011,682 69.0%
TOTAL USES OF FUNDS {162,296,212) (201,484,118) (125,036,965) 76,447,153 62.1%
Surplus/(Deficit) (1,26 30450 139.274.087) {2A, 287,300 13,612,692 55.9%
| Actual vs. Annual Budget
! For the Quarter
Ended March 31, 2015
$180
w 5160
8 s140
s $120
$100

Revenues
{incl. Other Funding Sources}

$80

$60 s n—

$40 .
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50 L)

Administrative & Operating CIP BExpense
Expense
wAmenrded A Actual
Annal Quarter Ended
Budget 3/31/2015

Page 1
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2, Actual Revenue vs, Budset:

% of the Year
Efapsed: 75%
Adopted Amended Actual
Annual Annual Quarter Ended % of Amended
Budget Budget 3/31/2015 Amended vs. Actual Budget
Operating Revenues:
User Charges $61,812,614 $61,812,614 $46,080,378 $15,732,236 74.5%
Recycled water Sales 9,502,500 9,502,502 7,546,439 1,956,063 79.4%
MWD LPFP Rebate 2,079,000 2,079,000 2,019,633 59,367 97.1%
Property Tax - O&M 3,216,278 3,216,278 1,859,815 1,356,463 S7.6%
Cost Reimbursement 5,437,786 5,437,786 4,511,929 925,857 83.0%
Interest 948,445 948,445 198,274 750,171 20.9%
OPERATING REVENUES 82,996,623 82,996,625 62,216,468 20,780,157 75.0%
Non-Operating Revenues:
Property Tax - Debt,
Capital, Reserves $36,987,196 536,987,196 $21,387,873 $15,599,323 57.8%
Connection Fees $15,321,000 $15,320,999 $12,149,148 $3,171,851 79.3%
Grants & Loans 13,394,355 22,562,575 1,250,927 21,311,648 5.5%
Other Revenue 4,733,993 3,742,636 1,771,155 1,971,481 47.3%
NON-OPERATING
REVENUES 70,436,544 78.613,406 36,559,103 42,054,303 46.5%
Total Revenues $153,433,167 $161,610,031 $98,775,571 562,834,460 61.1%

‘User Charges

User charges were $46.0 million, or 74.5% of the Amended Budget. This category includes EDU volumetric fees of
$36.6 million, $5.6 million Non-Reclaimable wastewater fees paid by industrial and commercial users connected to
the brine line system; $3.2 milion for water meter service charge to meet our Readiness-to-Serve obligation from
MWD and water use efficiancy programs; and $0.6 milion for imported potable water surcharge.

'Ei'a:')erty Tax/ AdValorem

The $23.2 million in property tax receipts inciuded $17.0 million of general ad-valorem tax from the San Bernardino
County and $6.2 million in "pass-through™ incremental taxes {RDA) taxes received in January.

Recysled Water Sales

Recycled water actual direct and groundwater recharge sales were $5.0 million (17,226 AF) and $2.5 million (7,481
AF) respectively, for a combined total $7.5 million or 79.4% of the budget. Total deliveries of 24,707 AF compares
favorably to the direct and recharge recycled water budget of 32,000 AF due to dry winter along with optimum basin
availability for additional groundwater recharge.

Interest Income

Interest Income is approximately 20.9% of the annual budget, the variance is attributed to a lower average interast
rate of retum of 0.047% compared to the budgeted interest rate of 0.50%.

MWD LPP Rebates

Direct recycled water sales in excess of $3,500 AF and up ta 17,000 AF are eligibie for rebates from MWD LPP ai a
rate of $154/AF, for a maximum of $2.1 milion per fiscal year, Total allowable rebate of $2.0 milion or 13,115 AF
was availed in the third quarter.

Connection Fees

Member agencies reported $12.1 million or 79.3% of the annual budget. A total of 2,380 new connections were
reportad through March 2015 compared to annual budget of 3,000 new EDU connections.

Grants and Loans

Total receipts were $1.3 milion or 5.5% of the budget. $0.5 mlion grants and $0.8 milkon of ioan proceeds from
SWRCB for the Recycled Water Southern. Amended budget of $22.5 million consists of $2.3 million in grants and
$20.2 million in SRF Loan Proceeds for the Southem and Central/Wineville Area projects. As of April 21, 2015, the
execution of the SWRCB amended confract is at ils final stage and eligible reimbursements are projected to be $9.3
million for the Southern Area and $10.5 million for the Central Winevile project for a total of $20 million in loan
procesds.

Total cost reimbursements were $4.5 milion or 83.0% of the annual budget. Category aciual includes
reimbursermments of $2.6 million from the Inland Empire Regional Composting Authority (IERCA), $1.0 milllon from
Chino Basin Desalter Authority (CDA), and $0.9 million from Chino Basin Watermaster (CBWM). Total cost
reimbursement budget of $5.4 milion, includes $1.2 million from CDA, $3.5 million from IERCA, and $1.2 million
from CBWM,

‘Other Revenues

Total cther revenues were $1.8 million or 58.4% of the annual budget. Revenues include $1.0 milion for the
recovery of the deferred 4R capital charges from Non-Reclaimable {NC) fund and $0.5 million from lease revenue
for the RP-5 Solids Handling Facility, $0.3 million for gain on investment, energy rebates and gain on the sale of
assets. The total other revenue budget of $3.7 million, includes $1.2 ilion from Non-Reclaimable Wastewater
Fund (NC) for recovery from deferred 4R capital project costs, $2.0 million for project reimbursements, and $0.5
million of annual lease revenue.
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3. Actual Operating and Capital Expense vs. Budget:

% of the Year
Elapsed; 75%
Adopted Amended Actual
Annual Annual Quarter Ended % of Amended
Budget Budget 3/31/2015 Amended vs. Actual Budget
Operating Expenses:
Employment $40,890,683 540,890,683 $25,545,836 $15,344,844 52.5%
Adimin & Operating 50,124,390 53,425,920 30,626,678 $22,799,242 57.3%
OPERATING EXPEMSES $91,015,073 494,316,603 $56,172,514 538,144,089 59.6%
Non-Operating Expenses:
Capital 29,314,800 65,201,177 39,909,794 $25,291,382 61.2%
Debt Service and All
Other Expenses 41,966,339 41,966,339 28,954,657 $13,011,682 69.0%
RON-OPERATING
EXPENSES $71.281,13¢9 $107,167,516 568,864,451 $38,303,065 64.3%
Total Expenses $162,296,212 $201,484,118 $125,036,945 $76,447,154 62.1%
Employment Expense Employment - 62.5%
This category includes both wages and benefits, Employment expenses through the third quarter were $25.5 million
or approximately 62.5% of the Amended Budget. The favorable variance was due to a higher than anticipated
vacancy facior, A total of 21 positions were vacant and an additional 15 positions were on hold at the end of the
quarter, equivalent 10 a 12.4% vacancy factor which exceeds the Agency’s budgeted vacancy rate of 5.0%.
Administrative & Operating Office and Administrative - 40.7%
Expanse The favorable variance was mainly due to the unspent General Manager’s Contingency for $145,850 and avoided

election expense for $200,000. Expenses related to conferences and training were lower than budgeted but the
expenses are anficipated to increase when fraining related courses are made available in the coming months. Other
line items such as confributions and sponsarshlips, subscriptions, advertising and education reimbursement are
anticipated to be expended in the Last quarlter.

insurance Expenses - 60.9%

The category is slightly under the budgeted due 1o less occurrences related to general, automobie and casualty
liability and property loss or damage which resulted to lower deductible clalmed.

Professional Fees & Services - 53.5%

Favorable variance was due to timing or deferral of services to be performed in the subsequent months for these
items: contract materlals and labor for faciiity administrative bullding repairs, fisld service support for calibration of
critical compliance equipment, HVAC system, breaker and 12KV protection relay tesing, bolBer and fuel fank
cleaning, repair of groundwater basins, and other technical support from outside vendors. In addition, favorable
variance is due to deferred comsultant services rendered for special audits, financial advisory, engineering
consultants, and some maintenance professional services.,

Materials & Supplies/Leases/Contribution - 52.4%

The favorable variance was primarily due to the Agency's staff angolng efforts to reduce the overall spanding on
replacement parts and routine consumables for plant treatment facilities; such as pumps, CONVEyOrs, process
analyzer consumables, electrical equipment parts for motors, control panels, valve actuators and other electrical
devices.,

Biosolids Recycling -~ 60.7%

Favorable variance was due to digester cleaning and lab testing performed during the first two quarter which caused
a delay in the disposal and transport of biosolids. Biosolids disposal has started to ramp up and is expected to allgn
with budgeted tipping fees at $54 per ton and hauling cost at $6.48 per ton.

Chemicals - 60.3%

Usage was below budget due to effective process control augmentation which reduces overall chemical usage
while maintaining permit compliance parameter, solids capture, and recycled waler quality at reduced costs. As the
fiscal year draws near, it is anticipated that this category may result to be slightly below budget.

Utilities - 66.4%

Utllities are below budget as of the end of the third quarter. Efectricify is slightly higher due to low production from
Fuel Cell at RP-1. Low utilization from fuel cell is subsidized by Importing higher electricity costs. Natural gas
utilization is low due to lower gas rate averaging $0.419/therm compared to budgeted rate of $0.80#therm. The Fuef
Cell has experienced some reliabllity issues over the last couple of months and has been producing electricity lower
than the expected output. Power generated from sofar panels is lower this year compared fo last year, which was
used as a baseline when production cost was budgeted for this fiscal year. Electricity generated from the solar
power is directly related to the amount of sunlight experienced this year. The combined average cost per kiwh of
direct access and SCE electricity was $0.115/&Wh compared to budgeted rate of $0.12/kWh,
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Special and Reimbursable Profects - 22.2% and 33.6%

Special and reimbursable project expenditures are below budget. Combined actual costs ware $2.0 milion or
25.0% of the amended budget of $8.0 milion. The table below provides a summary of the major projects and
current status.

Financial Expenses

Financlal Expensa - 69%

Total financial and other non-operating expenses were $28.9 million through the third quarter. The category is
expected to remain below budget due to the interest rate on the 2008B Variable Rate Demand Bonds which
continues to stay below the 1% budgeted rate, the average year to date actual rate is §.041%.

Capital Expense

Capital Costs - 61.2%

Capital actual expenditures through the third quarter were approximately $39.2 milion. Unspent ancumbranges
amounts to $21.4 milion of which $14 milion are contracts for Winevile (Mike Bubalo and CCL Confracting},
Carbon Canyon Odor Replacement (Stantec), and SCADA Enterprise System ({Technical Systems and Integrated
Design) projects. Recycled Water projects accounted for approximately 64% of costs through the third quarter and
28% are: related to Regional Wastewater projects. Listed below is a brief status report on some of the major projects
cumrently under consbruction.

Summary of major capital and special project expenses and status as of March 31, 2015

Capital Project

Budgeted
Amount
Remaining

Amended YTD
FY 2014/15 Expenditure

EN13023

EN13038

EN06025

EN13045

EN13054

EN11035

EN14012

930 Zons Recycled Water Reserveir 7,878,744 7,733,766 144,978

99% of the budget was expended by the end of the third quarter. The purpose of the project is to provide storage In the Southern
Service Area and increase pump station capacities. Currently the project is in construction. Last month sewer repair,
appurtenances, and street resurfacing on Foxglove were completed. All construction is complete, currently final testing us
underway, the project is completed in March 2015,

RP-1 Outfall Relocation & Upsizing 5,200,000 5,168,128 31,872

100% of the budget was expended by the end of the third quarter. This project includes the relocation of an existing 30-inch RP-1
Outfall recycled water pipeline outside of its easement into public right-of-way. Dus to increasing capacity demand from the City of
Ontario, the: pipeline will be upgraded to a 72-inch pipaline. Pipe delivery and excavation and grading are to be complete in Jamaary,
project is complated.

Wineville Extension Recycled Water Pipeline 11,336,749 7,711,870 3,624,880

68% of tha budget was expended by the end of the third quarter. The project consists of approximately 24,000 lineal feet of pipe and
will serve recycled water customers as well as provide recycled water for ground water recharge at the RP-3 and Declez Basins.
Construction and permitting are currently underway for this project and the project is estimated to be complated in July 2015.

Wineville Extenslion Recycled Water Pipeline Segmont B 9,900,000 6,066,443 3,833,557

62% of the budget was expended by the end of the third quarter. The project involves the installation of 2.8 miles of 30" recycled
water pipeline in addition to the associated appurtenances. This project is in conjunction with EN06025. Currently permitting and
construction are in progress. In December notification to residents and pipe delivery along Marlay was completed, during January
installation of pipe Is expected. This project is estimated to be completa in July 2015.

Montclair Lift Station Upgrades 2,535,831 2,030,115 505,716
62% of the budget was expended by the and of the third quarter. The project will work to eliminate the ragging problem at the
Montclair Pump Station that arose due ko additional flow diverted to RP-1. The project is currently in the construction phase. HVAC
redesign has been completed and the complete bypass and ocutage plan Is being finalized. Coordination with SCE should result in
an early SCE cut-over. Construction is projected to be finished in June 2015.

Philadelphla Pump $tation Upgrades 1,410,742 1,480,155 (69.,414)

Construction phase of project is complete. The project will mitigate problems at the pump station including walls and floor surfaces
that will be recoated with a strong resin.

RP-2 Drylng Beds Rehabilitation 1,278,279 888,271 390,008

70% of the budget was expended by the end of the third quarter. The projact includes the design, procurement, and installation of
drying bed improvements and temporary provisions for dewatering. The project is currently in construction and recent activities
include grading of the west side drylng beds, projects expected to be completed by April 2015,

O&M & Reimbursable Projects Amended YTD

Budgeted
Amount

FY 2014/15 Expendlture Pl
Remaining

WR15022

PA15001

Water Use Assessments 800,000 - 800,000

0% of the budget was expended by the end of the third quarter. A DWR grant, to help offset costs, is expected to be awarded
sometime between March and June 2015 once the grant has been approved the project is expacted to begin. The project will
identify water efficioncy programs and tools to evaluate municipal water use assessments. This will help identify high water users to
target with necessary conservation programs.

Underground Plping Rehabilitation 500,000 - 500,000

0% of the budget was expended by the end of the third quarter. This project is an annual appropriation for the rehabilitation or repair
of the Agency's underground agsets. This includes pipes vaults, channels, and process galleries.
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EP15001 RP-1/RP-2 Digester Cleaning Project 630,000 30,778 599,222
5% of the budget was expended by the end of the third quarter. The project involves the removal of solids from Wastewater
Treatment Facility Digesters to allow for better processing, a reduction of equipment failures, and improvement in process
performance. Digester cleaning services contract was awarded in February 2015 with estimated projact completion by fiscal year
end.
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INLAND EMPIRE UTILITIES AGENCY
Fiscal Year 2014/15

CONSOLIDATED BUDGET VARIANCE ANALYSIS REPORT
Third Quarter March 31, 2015

Exhibit A Detail

Adopted Amended YTD
FY 2014/15 FY 20141156 %
Annual Annual YTD YTD Budget
Budget Budget Actual Variance Used
DPERATING REVENUES
User Charges $61,812,614 $61,812,614 $46,080,378  (§15,732,236) 74.5%
Recycled Watsr 9,502,500 9,502,502 7,546,439 (1,956,063) 79.4%
MWD LPP Rebates 2,079,000 2,079,000 2,019,633 {59,367) 97.1%
Property Tax - OZM 3,216,278 3,218,278 1,859,815 {1,356,463) 57.8%
Cost Reimbursernent from JPA 5,437,786 5,437,786 4511928 {825,857) 83.0%
Interest Revenue 048,445 948,445 188,274 {750,171) 20.8%
TOTAL OPERATING REVENUES $82,996,623 $82,996,625 $62,216,468 ($20,780,157) 75.0%
NON-OPERATING REVENUES
Property Tax - Debt, Capital, Reserves $36,987,196 $36,987,196 $21,387,873 (315,599,323} 57.8%
Gonnection Fees (CCRA) 15,321,000 15,320,988 12,149,148 (3,171,861) 79.3%
Grants 2,320,000 2,320,000 486,058 (1,833,942) 21.0%
SRF Loan Receipts 11,074,355 20,242,575 764,869 {19,477,706) 3.8%
Project Reimburgements 1,969,220 1,969,220 - (1,969,220) 0.0%
Other Revenue 2,764,773 1,773.416 1,771,155 (2,261) 99.9%
TOTAL NON OPERATING REVENUES $70,436,644 $78,613,406 $36,559,103  ($42,054,303) 46.5%
TOTAL REVENUES $153,433,167 $161,610,031 $08,775,571 ($62,834,460) 61.1%
ADMINISTRATIVE and QPERATING EXPENSES
EMPLOYMENT EXPENSES
Wages $22,295,053 $22,265,053 $15,990,349 $6,304,704 71.7%
Benefits 18,595,630 18,595,630 9,555 487 9,040,143 51.4%
TOTAL EMPLOYMENT EXPENSES $40,890,683 $40,890,683 $25,545,836 $15,344,846 62.5%
ADMINISTRATIVE EXPENSES
Office & Administrative $1,513,247 $2,007,860 $817.976 $1,188,885 40.7%
Insurance Expenses 738,000 739,000 450,130 288,870 80.9%
Professional Fees & Services 7,651,114 8,734,404 4,668,789 4,085,615 53.5%
O&M Projects 3,939,500 6,095,004 1,353,422 4,741,582 22.2%
Reimbursabie Projects 1,158,750 1,856,628 624,503 1,232,125 33.6%
TOTAL ADMINISTRATIVE EXPENSES $15,001,611 519,432,897 $7,914,820 $11.518,077 40.7%
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Exhibit A Detall
INLAND EMPIRE UTILITIES AGENCY

Fiscal Year 2014/15

CONSOLIDATED BUDGET VARIANGE ANALYSIS REPORT
Third Quarter March 31, 2015

Adopled Amended YTD
FY 2014/15 FY 2014/15 %
Annual Annual ¥YTD YTD Budget
Budget Budget Actual Variance Used
OPERATING EXPENSES
Material & Supplies/Leases $2,885,473 $3,561,895 $1,868,014 $1,693,881 52.4%
Biosolids Recycling 3,633,660 4,007,924 2,432,568 1,575,356 60.7%
Chemicals 4,629,380 4,779,463 2,882,972 1,896,491 60.3%
CSDLAC & SARI, Operating Fees/\Water 13,349,199 11,472,674 8,777,004 2,695,581 76.5%
Utiitles 10,525,067 10,171,067 6,751,210 3,419,857 66.4%
TOTAL OPERATING EXPENSES 535,122,779 $33,003,023 $22,711,858 $11,281,165 66.8%
TOTAL ADMINISTRATIVE
and OPERATING EXPENSES $91,015,073 $94,316,603 $56,172,514 $38,144,088 59.8%
NON-OPERATING EXPENSES
CAPITAL OUTLAY $29,314,800 $65,201,177 $39,909,794 $25,291,383 81.2%
FINANCIAL EXPENSES
Principal, Interest and Financial Expenditun 41,572,489 41,572,489 28,57T7.427 12,985,062 68.7%
OTHER NON OPERATING EXPENSES 393,850 393,850 377,230 18,620 95.8%
TOTAL NON-OPERATING EXPENSES $71,281,139 $107,167,516 $68,864,451 $38,303,065 643%
TOTAL EXPENSES $162,298,212 $201,484,118 $125,036,965 576,447,153 62.1%
REVENUES IN EXCESS/
{UNDER) EXPENSES (58,863,045) ($39,874,087) ($26.261,394)  ($13,612,694)
FUND BALANCE SUMMARY
Beginning Balance, July 01 $146,164,676 151,081,114 $151,081,114 50
Surplus/ {Deficit} (8.863,045) (39,874,087) ($26,261,394)  (13,612,694)
ENDING BALANCE, June 30 $137,301,631 §111,207,027 $124,818,721 $13,612,694
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