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moulton niguel water district

Letter of Transmittal

Moulton Niguel Water District is proud to present the 2021-22 Fiscal Year Budget.

This year’s budget, which is based on public input and at the direction of the Board of Directors, continues to put our
customers first. The balanced 2021-22 Budget ensures our customers maintain access to a safe and reliable water supply,
while also reinvesting ratepayer funds into critical infrastructure projects.

For more than 60 years, Moulton Niguel Water District has delivered safe and reliable water services to our customers in
South Orange County. We have never wavered in the face of major challenges and severe droughts. Our commitment
continues as our community recovers from the COVID-19 pandemic.

We are a resilient agency powered by our resilient workforce. All of this starts by maintaining the trust of our customers.
By embracing technology, we enter this year as a stronger water and wastewater utility. We will continue to deliver on
our commitment by enhancing services, investing in our infrastructure, and keeping rates as low as possible.

Upon approval by the Board of Directors, this budget will invest $138.4 million in necessary programs, services, and
infrastructure, while being cognizant of the broader economic challenges facing our community. Included in this budget:
the District’s 2021-22 Long-Range Financial Plan, which forecasts expenses and revenues for the next ten years.

As recent events demonstrate, no one can predict the future. However, this planning document provides our agency with
a valuable tool for adjusting to changing conditions in order to maintain high-quality service at low rates. To ensure
accountability and transparency, the District will provide monthly financial reports and seek Board direction to meet

unanticipated needs.

Moulton Niguel has proven our ability to prepare for unforeseen events and adapt to changing conditions — while providing
our customers with one of the lowest bills in Orange County.

| appreciate the thoughtful attention provided by our Board of Directors, staff, and the community as we all work together
to provide safe and reliable water and wastewater services to our community.
Respectfully Submitted,

W&%/

Joone Lopez, General Manager
MOULTON NIGUEL WATER DISTRICT

BOARD OF Duane D. Cave Richard Fiore Donald Froelich Bill Moorhead Brian S. Probolsky Diane Rifkin Sherry Wanninger
DIRECTORS VICE PRESIDENT DIRECTOR VICE PRESIDENT DIRECTOR PRESIDENT DIRECTOR DIRECTOR

P.O.Box 30203 | Laguna Niguel, CA 92607 | 949.831.2500 [ mnwd.com



Executive Summary

Open and Transparent Budget Process

Moulton Niguel is committed to an open and transparent
budget process. Last year's budget received the
Government Finance Officers Association’s Distinguished
Budget Award for adhering to best practices for
accountability, transparency, and public accessibility.
Each year, the budget process begins with a strategic
planning session that is open to the public. At this year’s
session, held on February 24, 2021, staff and the Board
of Directors identified priority initiatives for the year
ahead.

Helping Customers with Financial Hardships

We recognize that the last year has left many of our
customers, families and businesses alike, with difficult
financial decisions. During the COVID-19 public health
emergency, the District helped our customers facing
hardships by easing the bill adjustment process,
expanding temporary bill adjustments for economic
hardships, and implementing a policy of no customer
shutoffs for non-payment prior to state Executive
Orders. The proposed FY 2021-22 Budget includes
additional outreach and customer noticing services to
minimize shutoffs for non-payment.

Financial Responsibility: AAA-Credit Rating

The District enters the new fiscal year in a strong financial
position with a reaffirmed AAA-rating from Fitch Ratings
and S&P Global Ratings. Both agencies cited the District’s
financial resiliency, affordable customer bills,
infrastructure investments, and risk mitigation strategies
as key factors in awarding the District their highest
possible credit rating. The 2021-22 Budget forecasts a
$60 million bond issuance to finance continued
infrastructure investments.

S2 Billion in District Infrastructure

System reliability is paramount. The District maintains
more than $2 billion in water infrastructure assets. The
2021-22 Budget anticipates $49 million for the
replacement or refurbishment of existing infrastructure.
More than $30 million has been dedicated toward water
reliability. These projects expand the District’s water
reuse programs and evaluate emergency
interconnection opportunities with the Orange County
groundwater basin.

10-Year Capital Improvements: 5611 million

Moulton Niguel’s 10-year Capital Improvement Plan (CIP)
invests $611 million in ongoing reservoir rehabilitation,
rehabilitation of the District's pump stations,
transmission main rehabilitation, valve replacements,
and future water reliability projects. The District’s capital
financing plan accounts for unexpected cost impacts,
such as updated condition assessments, delayed project
starts, municipal permitting requirements, and delays
due to regional projects. New projects included in the 10-
year CIP this year include a pipeline replacement
program and reliability investments in vertical assets,
such as pump stations.

Technology to Improve Service, Reduce Costs

The District deploys new technologies to streamline
operations and reduce the cost of service. Our
technology upgrades include cloud-based software to
provide customers with tools that explain ways to save
money on their monthly bill, use water wisely, and adjust
water use to changing weather conditions. This software
helps shift paper-based service requests to web-based
forms, saving both time and money. In-house data
science and interdisciplinary collaboration have
improved the District’s financial planning, water
reliability, and customer engagement.

MyWater MNWD: 38,000 Customers Enrolled

A leader in digital technology, Moulton Niguel has
enrolled more than 38,000 customers in the District’s
customer portal. At MyWater MNWD, customers can
access their water usage, sign up for leak alerts, pay their
bill, and much more. Over the past year, more than 5,000
new customers have registered with the portal.

BacktoTOC | 3



Budget Overview

The Operating & Maintenance and Capital expenditures
for the Fiscal Year 2021-22 budget are included in the
budget document and broken down by the fund in which
expenditures are authorized. Fund 1 is the General Fund
for the District, which is utilized for operating
expenditures and small capital outlays. Fund 6 is the
Water Efficiency Fund which is accounted for separately
and utilized to fund water efficiency and reliability
projects to offset inefficient water usage.

Funds 7, 12, and 14 make up the Capital Improvement
Program funds which are replenished throughout the
fiscal year via budget transfers authorized through the
budget resolution to meet capital expenditures. The debt
service funds are restricted bond accounts which,
through transfers authorized by the budget resolution,
are utilized to fund debt service payments. The total
District’s overall sources and use of funds for FY 2021-22
is shown below in the Figure ES-1.

The largest portion of the District’s budget reflects
spending down of existing cash reserves and anticipated
bond proceeds to fund investments in Capital
Improvements, per the Long-Range Financial Plan (LRFP).
The following budget sections will detail the components
that make up each of the expenditures for the FY 2021-
22 budget. This budget continues the practice of
evaluating the long-term implications of annual budget
decisions by presenting the proposed budget alongside
forecasts developed in the prior fiscal year.

Figure ES-1: FY 2021-22 Budget Summary

Source of Funds = $138.3M

WW Sales, $26.7M Water Sales,
RW Sales, $6.2M $32.5M

Other Income,
$.8M
Property Lease [ ——

Income, $2.0M /
Investment

Property Tax,
Income, $2.5M R

Bond Proceed/ $31.7M
Cash Spenddown,
$31.1M

WUE Revenue
$4.8M

Use of Funds = $138.3M

Bond Payments,
$8.1M

Salaries &
Capital Projects, Benefits,
$47.1M $24.8M

Water \_ 0&M,
Purchases, $19.3M
$29.5M

\SOCWA, $9.5M
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FY 2021-22 Budget Factors and Assumptions

The factors and assumptions that guided the development of this budget include:

> Asset management planning, tools, and data to > FY2021-22 represents the third year of operating the

inform the renewal and replacement of the District’s
infrastructure.

Water supply and reliability investments based on
the District’s updated Long Range Water Reliability
Plan adopted by the Board in March 2021.

Projections for water purchases and sales are
consistent with FY 2020-21 levels.

Continued educational programs and resources to
support customers interested in making landscape
transformations.

The two-year extension of the 2017 Memorandum of
Understanding with employees.

Total water purchases are budgeted at 24,177 acre-
feet, to provide a conservative estimate of water
purchases for FY 2021-22.

Potable water deliveries from the Baker Water
Treatment Plant for FY 2021-22 are budgeted at
8,908 AF, reflecting a full year of water deliveries.
The remaining 15,268 AF of potable water deliveries
will be supplied from imported sources by
Metropolitan Water District of Southern California
via the District’s wholesaler, the Municipal Water
District of Orange County.

Recycled water production is budgeted at 6,199
acre-feet, consistent with the budget for FY 2020-21
recycled water use.

The budget continues funding water efficiency
programs, such as commercial site assessments and
incentives, the direct install smart timer program,
turf removal program, and customer portal to make
efficient water use easier for customers.

Plant 3A wastewater treatment plant to ensure more
direct oversight of the District’'s wastewater
treatment costs. Rising wastewater treatment costs
from the regional wastewater treatment provider
had been the primary cost driver for the 2017 Rate
Study and remain a key component of the 2021 Rate
Study.

Based on data and forecasts from the Orange
County's Treasurer-Tax Collector and the District’s
property tax consultant, property tax revenue is
expected to increase due to the appreciation of
home values and the recapture of adjusted property
values due to Proposition 8. Staff are actively
monitoring property tax projections and will update
as conditions change.

Water and wastewater rate projections are
consistent with forecasts presented to the Board
since December 2017 and continue to be aligned
with the District’'s Long-Range Financial Plan.
Consistency with the District’s financial plan will be a
primary consideration during the 2021 Rate Study.

Backto TOC | 5



Long-Range Financial Plan

The objective of the LRFP is to identify strategies and
actions which ensure sufficient financial resources are
available for the District to achieve its mission, and to
ensure those resources are utilized effectively. The LRFP
projects the annual operating budget and incorporates
the ten-year capital financing plan to determine the
financial impact of future operating and capital needs
and develops strategies to address those needs. Hence,
the District’s annual budget serves as a key input into the
long-range financial outlook for the District.

The long-range financial planning model (Ten-Year Cash
Flow Model or Model) is District-built, owned, and
operated. Updates are regularly made to the model to
reflect changes in existing assumptions and future
outlooks to create adaptive financial management
strategies. The long-range planning and annual operating
and capital budgeting processes are interrelated and
form a single planning and budgeting system.

The availability of funds required to finance the capital
improvement program and day-to-day operations of the
District is tracked through the model. Capital typically
spans across a long-time horizon; hence, a ten-year plan
enables the District to plan out the financing needs for
future capital expenditures through internal reserves,
grants, state loans, property tax and rate revenues, or
proceeds from bond issuances. The long-range financial
plan identifies the projected rate revenue adjustments
and bond issuances needed to maintain the long-term
financial health of the District.

The District has historically maintained a strong financial
position based upon conservative planning and
budgeting, maintenance of adequate cash balances, and
solid debt service coverage. A major objective of the
LRFP is to ensure that this strong performance continues
through timely and thoughtful financial analysis,
budgeting, and planning. The District’s debt obligations
were recently reaffirmed at “AAA” by Fitch Ratings and
remain “AAA” by Standard & Poor’s, each with a “Stable”
Rating Outlook.

As the District transitions its focus from developing new
infrastructure to maintaining and replacing existing
infrastructure, the LRFP, in conjunction with other long-
term planning efforts, provides a roadmap for future
resource needs and actions. Currently, the District is

implementing a $611 million Capital Improvement Plan
(CIP), implementing the strategies outlined in the 2020
Urban Water Management Plan (UWMP), and evaluating
local and regional supply reliability projects and
programs to meet the goals outlined in the 2020 Long-
Range Water Reliability Plan. The Model provides the
ability to evaluate the outputs of these planning
processes in addition to changes in financial
determinants such as water usage.

The District’s Operations and Engineering staff annually
develop the ten-year CIP based on prioritization of
needed projects and potential replacement costs for
large projects over the ten-year planning horizon.
Potential future projects are identified by remaining
useful asset life and consequence of failure; however,
actual costs will vary based on condition assessments
and better data. Recognizing that actual costs will differ
from projections, the District’'s Finance staff and
Engineering staff work collaboratively to develop a
Capital Financing Plan which identifies funding amounts
for future years based on historical trends of capital
budgets to actuals and expectations of future project
costs. The $435 million Capital Financing Plan can be
seen below in the shaded blue area plot in the lower left
quadrant of Figure ES-2.
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The dates of previous outputs of the Ten-Year Cash Flow Model are shown alongside the current projections:

Table ES-1: Ten-Year Cashflow Model Outputs Comparison

LRFP Forecasted Rate Adjustments  Projected Bond Issuances

2022 23 2023 24

May 2020 4.0% 4.0%
Jan 2021 4.0% 4.0%
Mar 2021 4.0% 4.0%

Overall, the District’s ten-year financial outlook for rate
increases has remained consistent across updates to the
Long-Range Financial Plan. The increased bond issuances
shown are primarily driven by project-timing revisions to
the 10-Year Capital Improvement Plan. The District’s
projected bond issuances have increased in FY 2021-22
as updated information on asset needs was
incorporated, in particular: updated regional wastewater
capital plans, improvements to the District’s Plant 3A,
and significant updates to the District’'s pipeline
replacement program. The District’s high bond rating
and strong financial position, aided by the Ten-Year Cash
Flow Model, will serve as tools to aid in appropriately
sizing future issuances to mitigate volatile rate increases
and maintain a consistent financial plan.

Fiscal Year Amount
2022-23 S50 million
4.0% 2025-26 S50 million
2027-28 $60 million
2022-23 S60 million
4.0% 2025-26 $80 million
2028-29 $80 million
2021-22 $60 million
4.0% 2024-25 $80 million
2027-28 $78 million

On January 1, 2021, the District implemented the last of
its approved rate adjustments. In FY 2020-21, the District
commenced a new Cost of Service study that will be
presented to the ratepayers and Board of Directors for
approval in December 2021. The District has, and will
continue to, maintain its debt-service coverage ad
reserve targets as set by policy and bond covenants.

Backto TOC | 7



Figure ES-2: Ten Year Cashflow with Proposed Budget
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District Revenue Adjustments — General Fund [upper left graph]

The forecast revenue adjustments (4% aggregate) for water, wastewater, and
recycled water will keep debt service coverage ratios at or above the Board
policy requirement of 1.75 and well above the 1.25 required by bond
covenants.

District CIP — General Fund [lower left graph]

The identified debt issuances are timed to aligh with the retirement of
existing debt and anticipated capital expenditures. By utilizing the District’s
strong debt service coverage ratio and timing future issuances as the District’s
capacity to issue debt increases, the proposed financial plan supports the
consistently forecast 4% annual rate adjustments, while providing for inter-
generational equity amongst today’s customers and the rate payers of
tomorrow.

District Operating Financial Plan — General Fund [upper right graph]

The Operating Financial Plan breaks down the major component costs and
compares the proposed revenue stream to the status quo. Rate Funded
Capital is total revenue net operating and debt service-related expenses that
is used to cash-fund capital expenses. These funds can also be used to
replenish reserve funds if they drop below reserve targets. The proposed
revenue requirements equate to a 4% revenue adjustment on January 1 of
each year.

District Ending Balances — General Fund [lower right graph]

The proposed revenue adjustments and bond issuances provide adequate
cash balances to meet current reserve policy requirements. Projected
available cash balances and reserve cash balances are shown in the lower
right graph. Available cash balances can be used to fund capital projects and
provide additional policy options and the ability to meet unforeseen risks.
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District Profile

The District delivers high-quality drinking water, recycled water, and wastewater services to more than 172,000 customers
(55,000 accounts). While its operations have evolved along with the growth of its service area, the District’s primary focus
has remained largely unchanged: ensuring ratepayers have a reliable, sustainable, and economical water supply for the
future. Residential land uses are the greatest single land use, occupying 51 percent of the service area. Open space and
park lands comprise the second largest land use, occupying 31 percent of the service area. Commercial/industrial/
institutional (Cll) land uses occupy 17 percent of the service area, and miscellaneous land uses occupy approximately 1

percent of the service area.

Service Area

The District’s service area, located in south Orange County, California, encompasses about 37 square miles, serving a
population of the cities of Laguna Niguel, Aliso Viejo, Laguna Hills, Mission Viejo, San Juan Capistrano, and Dana Point.

Located just inland of the Pacific
Ocean, the District enjoys a
Mediterranean climate with mild
winters, dry, warm summers, and
moderate rainfall. The service area
averages 13.81 inches of rainfall per
year, almost entirely within a six-
month period of November through
April. The usually mild climatological
pattern is interrupted by periods of
hot weather, winter storms, and/or
Santa Ana winds. Rainfall in the
service area impacts water demands,
but it does not influence the District’s
water supplies. Elevation within the
District ranges from 230-904 feet
above sea level.

The District’s service area
experienced a net taxable value
increase of 3.8% for the most current
tax roll, which was slightly less than
the countywide increase of 4.9%. The
assessed net taxable valuation of the
properties within the District’s
service area has grown to $40.5
billion as of June 30, 2021.

A

;v J‘ “ﬁ
“w’: A .'o' } ¥
0“( t".
iy El Toro .,"’
Lake Forest .~ ) g'
Woin
e"
Mission\Viejo
i %
AW,
LagunaWoods \‘
/’? & \‘ oMo g
] R t
S lraguna Hills = Y '
Va A ! ! !‘
%, r-l H
10 e, 0 ‘% i}
= Plant 2A \ »
s y7h Facility Plant:3A
l" T N Wastewater
i’..,......- . n Treatment
Moulton Niguel A Facility, F
* Water, District ", £ m i
S =3 3 e o (2 ]
% (m) . b H
@ ° "\ i1 J
< 5 \\ 5 &
Aliso Viejo_ b \!
£ A N Phad
Laguna Niguel , v i
- S ‘] g
¥ -
.""
{ " 1 Wood Al !
aguna ach \; ".1
it
a-
1
2
!
:
el 'l--i-
| .
i 7 B
[ S
LB i
'LS’ 1 N 2y
13 £
s £
SOt ;”
- 2 &
i £ 'd San Juan
L”\,,.\ 8 l Capistrano
N b i
A 4
A Y
moutton nigusl water district | i 4.
0 05 1 1 2 y =R T
Miles ., g 2s 4
° Dana Point

Ladera Ranch

Figure 1: Map of Service Area
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Water Supply & Services

The District imports all its potable water from the
Metropolitan Water District of Southern California (MET)
through its member agency, the Municipal Water District
of Orange County (MWDOC), a wholesale importer of
water from MET. MET’s primary sources of water
includes water from the Colorado River and the State
Water Project. All of the District’s potable water is
treated at either the Diemer Filtration Plant in Yorba
Linda, California, or the Baker Water Treatment Plant
(Baker WTP) in Lake Forest, California.

The Diemer Filtration Plant is owned and operated by
MET and supplies approximately two-thirds of the
District’s treated potable water. The Baker WTP provides
approximately one-third of the treated potable water to
the District. The Baker WTP, which is owned by the
District in partnership with four other water agencies,
provides a secondary treatment plant that imported MET
water and improves local water reliability. All potable
water is delivered through three major transmission
facilities: South County Pipeline (SCP), East Orange
County Feeder #2 (EOCF #2), and Allen-McColloch
Pipeline (AMP).

Wastewater Services

The District maintains approximately 500 miles of
wastewater pipelines. The District’s wastewater system
has 17 lift stations that pump wastewater over ridge lines
to the various treatment plants for disposal or recycling.
The District owns and operates wastewater treatment
Plant 3A. The District is also a member of the South
Orange County Wastewater Authority (“SOCWA”), a joint
powers agency comprised of ten governmental agencies,
which owns and operates three regional treatment
plants and two ocean outfalls. The District’s cost to
SOCWA for wastewater treatment and disposal is for
operations and maintenance (“O&M"”) costs and a pro-

Water resilience and reliability planning is paramount to
ensuring our customers have water supplies available to
them when desired while ensuring appropriate and cost-
effective investments in water supply reliability projects.
In March 2021, the District updated its LRWRP and
adopted a resolution setting forth goals for potable
water system and supply reliability. The goals included
evaluating and developing reliability projects and
demand management measures that will provide at least
31 days and up to 60 days of demand water supply to
customers in the event of an outage of imported water
supplies and consider phasing in dry-year storage up to
10,000 acre-feet. With the implementation of projects
like the Baker WTP, Upper Chiquita Reservoir, and other
water reliability projects and demand management
programs, the District is currently able to meet an
average system outage of approximately 31-days. In
addition to ongoing efforts by MET to expand regional
water reliability and expansion of the District’s recycled
water system, several additional feasibility studies and
joint planning efforts are underway to continue to
expand on the District’s local water reliability programs.

rata share of the capital costs based on the type and
location of each project. The District manages the
wastewater collection system in compliance with its
Sewer System Management Plan (SSMP), a requirement
from the State Water Resources Control Board, which
was last updated in February 2019. The SSMP outlines
the District’s activities for operation and maintaining the
wastewater collection system to mitigate and potential
causes of a sanitary sewer overflow, and includes
elements such as, the District’s Sanitary Sewer Overflow
Prevention Plan, Sanitary Sewer Overflow Response
Plan, and pretreatment and engineering programs.
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Recycled Water Supply and Services

The District promotes the use of recycled water to
reduce imported water and maximize the reuse of
available resources. The recycled water system consists
of two Advanced Water Treatment (“AWT”) plants to
treat wastewater and supply recycled water, as well as
140 miles of recycled water distribution pipelines with 5
pre-stressed concrete and 6 steel storage reservoirs to
service the recycled water system. The District also
operates 9 pump stations to pump recycled water from
lower pressure zones to the higher-pressure zones. In
addition, the District owns 1,000 acre-feet of capacity
rights in the Upper Oso recycled water reservoir owned
by the Santa Margarita Water District. The District
continues to implement the recommendations from the
Recycled Water Master Plan (“RWMP”) and identified
recycled water as its highest priority alternative water
supply source. The RWMP is used to identify further
opportunities to expand the system to new customers
and the necessary infrastructure to support the
expansion, as well as to encourage and open the door to
regional cooperation and involvement. The District has
expanded its recycled water distribution system through
implementation of the RWMP which includes model
development, supply and storage assessments, and
identification of new recycled water users, along with all
associated capital needs. The District offers a recycled
water retrofit rebate as an incentive to encourage
recycled water use. Additionally, the District has
partnered with the Metropolitan Water District of
Southern California to help customers in its service area
access additional financial incentives for recycled water
use through its On- Site Retrofit Program.

Local Community

The District serves communities within South Orange
County that historically reports stronger financial
indicators than that of the nation and state. Residential
development is the predominant land use throughout,
and the highest concentration of commercial is in the
City of Mission Viejo, which includes the Shops at Mission
Viejo, an affluent shopping mall, and in the City of Aliso
Viejo, which includes the Pacific Park Business Center.
The highest concentration of schools (students) is in the
cities of Mission Viejo and Aliso Viejo, which includes
Mission Viejo High School, Capistrano Valley High School,
Saddleback Community College, Aliso-Niguel High
School, and Soka University. The highest concentration
of recreation areas is in Laguna Niguel and Aliso Viejo,
where each city has a golf course and numerous
community parks. Future growth will primarily occur on
a redevelopment basis of existing property and land.

Governance

The District is governed by a seven-member Board of
Directors (“Board”), who are publicly elected by
registered voters within the District’s service area for
staggered four-year terms. Each Director is elected
through an at-large voting process. Policy-making and
legislative authority are vested with the Board.

Social Media & Information

A copy of this budget can be found on the District’s
website: https://www.mnwd.com/finance/

The District’s social media posts the budget upon
approval:

e https://www.facebook.com/MNWDWater/
e https://twitter.com/mnwdwater?lang=en
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7
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Figure 2 — Water Distribution System
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Fund Descriptions & Fund Structure

The overall flow of funds is shown in Figure 3: Flow of Funds. This section is divided by the primary purpose of each fund:
operating funds used for operating and capital outlays where appropriate, capital funds utilized entirely for capital
expenses, and debt service funds to pay annual debt payments as well as fund restricted debt service reserves.
Classification of expenditures into operating or capital expenses is provided in more detail in the description of the

Capitalization Policy (Appendix FP-D).

OPERATING FUNDS

Fund 1 — General Fund

The District’s General Fund, identified as Fund 1,
accounts for the programs and activities related to
providing service for the efficient use of its potable and
recycled water systems, and the management of its
wastewater collection and treatment systems. It also
includes the Operating Reserves and Emergency
Reserves used to meet the cashflows of the District and
unplanned operating repairs that may be necessary due
to an emergency or natural disaster. Expenses from the
annual operating budget and capital outlays are paid
from the General Fund.

Fund 6 — Water Efficiency Fund

The District’s rate structure allocates a water budget to
each customer based on individual parameters to
promote the efficient use of water. Customers who use
water inefficiently (i.e. in excess of their calculated water
budgets) place greater demands on the District’s water
and recycled water systems and supplies. Inefficient
water use is therefore subject to higher water use rates
to offset the costs created as a result of the higher
demand placed on the District’s water and recycled
water systems. Expenses for water supply reliability
projects and planning as well as programs to improve
water efficiency are paid for from the Water Efficiency
Fund. Both capital expenses as well as operating
expenses that meet the test of improving water supply
reliability for the District are budgeted and expended
from this fund.

Fund 52 — Rate Stabilization Fund

The District maintains a Rate Stabilization Reserve to
provide for unanticipated losses of revenue, significant
increases in water purchase costs, and other
extraordinary financial impacts to revenues or expenses.
This helps to mitigate the risk and impact on rates in the
event of reduced or eliminated property tax revenues
and helps avoid large fluctuations in customer water and
wastewater rates. The target balance of the Rate
Stabilization Reserve is equal to fifty percent (50%) of the
District’s budgeted 1% ad valorem property tax revenue.

Fund 4 - Self Insurance Fund

The Self Insurance Fund is a reserve used to meet the
insurance claims by the District.
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CAPITAL FUNDS

Fund 7 — Replacement and Refurbishment Fund

The Replacement and Refurbishment (R&R) Fund is used
for: (1) capital expenditures to replace existing assets, (2)
expenditures that refurbish or materially extend the
useful life of existing assets, and (3) expenditures that
upgrade assets. Funding for the R&R Fund will be from
new debt issuances or fund transfers as part of the
budget process.

Fund 12 — Water Supply Reliability Fund

The Water Supply Reliability Fund is used to pay
expenditures associated with projects which enhance
the system reliability of the water and recycled water
systems as identified in the District Capital Improvement
Plan. Funding for the Water Supply Reliability Fund will
be from bond proceeds or fund transfers as part of the
budget process.

DEBT FUNDS

Fund 12 — 2019 Revenue Bond (‘09 Refunding) Fund

On March 1, 2019, the District issued $60,000,000 of
2019 Revenue Refunding Bonds (“2019 Refunding
Bonds”). Proceeds from the issuance were used to
refund the 2009 Certificates of Participation (“COP”)
federally taxable “Build America Bonds” and pay the cost
of issuing the 2019 Refunding Bonds. The refunded COPs
were originally issued to construct projects that provide
greater water system reliability for the distribution of
potable and recycled water.

Fund 71 — 2015 Revenue Bond (‘03 Refunding) Fund

On June 1, 2015, the District issued $12,265,000 of 2015
Revenue Refunding Bonds. Proceeds from the issuance
were used to refund the 2003 Refunding Certificates of
Participation, fund a debt service reserve fund for the
Bonds, and pay the costs of issuing the Bonds. The Bonds
are special obligations of the District and are payable
exclusively from Tax Revenues and Net Revenues of the
District, and from amounts on deposit in certain funds
and accounts established under the Indenture.

Fund 14 — Planning and Construction Fund

The Planning and Construction Fund funds the
development of new capital facilities that do not result in
new water or recycled water supplies as identified in the
District Capital Improvement Plan. Funding for the
Planning and Construction Fund will be from new debt
issuances or fund transfers as part of the budget process.

Fund 15 — Capital Facilities Fund

The Capital Facilities Fund serves as a restricted fund to
collect capacity fees paid by developers for connecting to
the water and wastewater systems. As part of the annual
budget process, funds are deposited into Fund 7 to pay
for capital projects in the upcoming year.

Fund 73 — 2019 Certificates of Participation Fund

On November 6, 2019, the District issued $64,570,000 of
2019 Revenue Refunding Bonds. Due to favorable
market conditions, the District issued at a premium and
received approximately $68 million in proceeds from the
issuance which were being used to finance construction
and other project costs related to the replacement and
upgrade of the District’s reservoir management system
and pump stations, lift station enhancements, pipeline
improvements, and other projects that have been
identified as part of the District’s adopted Capital
Improvement Program.
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Fund Relationship

Revenues

- Operating Revenue

Service Charges & Other Oper. Income

Receipt of Revenues into Funds/Reserves

WUE Charges & Drought Penalties |

Operating Funds

Transfers to Funds/Reserves

Capital Funds

Operating Funds

Capital Funds

—_ Non-Operating Revenue*
- Property Tax (Non-GOB) —_—
— Capacity Fees
— Bond Proceeds

*Investment Income/Interest Earnings are
maintained in the fund in which they are earned.

Debt Funds

.%

Figure 3: Flow of Funds

Debt Funds
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Financial Policies & Basis of Budgeting

All financial policies are set by the Board of Directors and authorize the General Manager to execute the policies as part
of day-to-day operations to ensure the District’s financial goals are being achieved. Financial policies are reviewed annually
by the Board of Directors and as needed to provide timely updates as public agency laws or conditions change. This section
includes a summary of the District’s financial policies. Each policy can be found in its entirety between Appendix FP-A to
Appendix FP-F. All District’s accounting and financial reporting systems will be maintained in conformance with all state
and federal laws, Generally Accepted Accounting Principles (GAAP), standards of the Governmental Accounting Standards
Board (GASB), as well as the stringent requirements of the Government Finance Officers Association (GFOA) Award for
Excellence in Financial Reporting requirements.

GOVERNMENT FINAMCE OFFICERS ASSOCIATION
Distinguished
Budget Presentation
Award

PRESENTED TO

Moulton Niguel Water District
California
For the Fiscal Year Beginming

July 1, 2020

CheZopbo P- Mlornitt

Executive Divector

Figure 4: GFOA’s Budget Presentation Award
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Financial Plans

The District will continue to effectively utilize internally
developed short-term financial planning tools, while
emphasizing long-range financial planning. District staff
maintains a monthly cashflow model to forecast
temporal distributions of cash inflows and outflows to
ensure sufficient liquid funds are available for
anticipated expenses as needed throughout the year.
District finance staff receives monthly capital expense
projections from the engineering department and
updates the monthly cashflow model to identify
anticipated cashflow shortfalls and coordinate portfolio
restructuring with the District’'s asset management
group as needed. This regular and proactive
communication between departments has allowed the
District to maximize its investment earnings as cash
reserves are drawn and expended between planned
bond issuances.

The objective of the LRFP is to identify strategies and
actions to ensure sufficient financial resources to enable
the District to achieve its mission and to utilize those
financial resources effectively. The plan projects the
operating budget and incorporates the capital
improvement program to determine the financial impact
of future operating and capital needs and develops
strategies to address those needs. Hence, the District’s
operating budget serves as a key input into the long-
range financial outlook for the District. Additionally, the
District’s ten-year cashflow summary serves as key
contextual information to aid in making near-term
financial decisions.

Basis of Budgeting

The basis of budgeting is kept on a modified-accrual
basis. The use of funds is carefully balanced with
identified funding sources, consistent with the District’s
definition of a balanced budget. Revenues and expenses
are recognized in the period they are earned and
incurred. Depreciation and amortization are not
included; payment of debt service is included. The
modified-accrual basis of accounting provides a better
match of revenues and expenses for budgeting and
reporting.

Budget Appropriations

The District maintains a balanced operating budget for all
funds, with total recurring revenues equal to or greater
than total recurring expenditures, such that at year-end,
all funds maintain a positive fund balance and reserves
are replenished.

Enterprise Funds - Rates

The District will set water, recycled water, and
wastewater rates at levels which, in addition to other
revenues and available cash balances, fully recover the
total direct and indirect costs of providing these services
— including operations and maintenance, capital
expenses, and debt service requirements.

The District will review and adjust enterprise fees and
rate structures as required to ensure that they remain
appropriate, equitable and reflect the cost of service.

Article Xlll D of Proposition 218 in California, requires
that fees for water and wastewater services meet strict
cost of service requirements including:

1. Revenues for the fee cannot exceed the cost to
provide the service

2. Revenues for the fee cannot be used for something
other than what the fee was imposed for

3. Property owner must be able to use or have service
immediately available to them

In addition to meeting the requirements of Prop. 218, the
District’s budget-based water rate structure is designed
to encourage the beneficial uses of water and prevent
the unreasonable use of water, consistent with California
Constitution Article X Section 2: “It is hereby declared
that because of the conditions prevailing in this State the
general welfare requires that the water resources of the
State be put to beneficial use to the fullest extent of which
they are capable, and that the waste or unreasonable use
or unreasonable method of use of water be prevented,
and that the conservation of such waters is to be
exercised with a view to the reasonable and beneficial
use thereof in the interest of the people and for the public
welfare. [...].”
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Debt Management

The District maintains debt as a tool to provide
intergenerational equity between past, present, and
future customers as well as to smooth out future rate
adjustments to provide customers with predictable and
incremental adjustments. The District maintains a strong
financial position and a key strategy is maintaining a
policy to have a debt service coverage ratio above 1.75.
The District’s Debt Management Policy was last updated
in June 2020 and is attached as Appendix FP-A. There are
no changes proposed as the Board considers re-adopting
all the financial policies in June 2021.

Capital Management — Infrastructure Capitalization

The District maintains a long-range perspective of fiscal
needs by incorporating the 10-year Capital Improvement
Plan (CIP) to ensure the reliability of District water and
wastewater infrastructure. The CIP is updated annually
in conjunction with the District’'s budget preparation,
including anticipated funding sources. In June 2019, the
Board adopted updates to the District’s Capitalization &
Surplus Policy to include regulated assets, consistent
with GASB 62, as well as a revision to the capitalization
threshold for assets. The adopted revision established
that expenses must have an initial estimated useful life
of five or more years and an initial value of at least $3,000
to be eligible for capitalization. The Policy is attached as
Appendix FP-D.

Risk Management

The District identifies and quantifies all areas of financial
and operating risk and prepares contingencies for those
risks, including: legal liabilities, infrastructure
maintenance, refurbishment  and replacement,
emergency response, and contractual obligations.

Investments

Investments and cash management are the responsibility
of the District Treasurer or designee. The District’s
primary investment objective is to achieve a reasonable
rate of return while minimizing the potential for capital
losses arising from market changes or issuer default.
Accordingly, the following factors will be considered in
determining individual investment placements: (1)
safety, (2) liquidity, and (3) yield. The priorities of these
factors are further established by the adopted Statement
of Investment Policy. The Policy is attached as Appendix
FP-B.

Procurement

The purchasing and procurement system encourages
transparency and sufficient fiscal controls on all
purchases and sales to the extent required by law for
Special Districts or by District policy. The District’s
Purchasing Policy is attached as Appendix FP-C.

Federal Grant Management

In 2014, the Federal Office of Management and Budget
approved the Uniform Guidance with specific
requirements for the procurement of goods and services
reimbursed from federal funds. This policy requires
procurement for services and materials included in
Federal Grants to comply with the Uniform Guidance
documented as Appendix FP-F, initially adopted in June
2019 and for Board consideration in June 2021 to meet
these requirements solely for the procurement of goods
and services subject to Federal Grant funding.
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Reserves

The District has adopted reserves to mitigate potential revenue and expense volatility and reduce the risk of requiring
unplanned, large rate adjustments. The reserve policies help to maintain the District's creditworthiness by adequately

providing for:

e Economic uncertainties, extraordinary costs, and other financial impacts;

¢ Revenue uncertainties, such as loss of property tax receipts;

e Disasters or catastrophic events;
e Losses not covered by insurance;
e Compliance with bond covenants; and

¢ Funding designated infrastructure replacement and refurbishment.

The District currently maintains four types of reserves:

1. General Operating Reserve

This reserve is used to provide sufficient liquidity for day-
to-day operating expenses and District cashflow needs
during normal operations due to normal delays between
the payment of expenses and the receipt of revenues.
The target balance in the General Operating Reserve is
equal to three months of operating expenses, consistent
with best practices in the industry for agencies with
monthly rate revenue. The General Operating Reserve is
maintained in the General Fund (Fund 1).

2. Self-Insurance Reserve

This reserve is used to provide for expenses incurred by
the District for the deductible amounts on insurance
claims for repairs to facilities by outside contractors and
expenses related to the State Unemployment Insurance
for unemployment claims made against the District. The
target level of the Self-Insurance Reserve is equal to five
times the current Joint Powers Insurance Authority (JPIA)
property insurance deductible (the current deductible is
up to $50,000). The Self-Insurance Reserve is maintained
in the Self-Insurance Fund (Fund 4).

3. Rate Stabilization Reserve

This reserve is used to provide funds to smooth out
potential fluctuations in water service rates of the
District that may result from changes in wholesale water
rates. The Rate Stabilization Reserve target level is set
equal to 50 percent of the District’'s property tax
revenue. The Rate Stabilization Reserve is maintained in
the Rate Stabilization Fund (Fund 52).

4. Emergency Reserve

This reserve enables the District to quickly repair critical
assets in the event of a natural disaster or facility failure.
The target balance of the Emergency Reserve is equal to
two percent of the replacement costs of the District’s
assets as outlined in current guidelines from the Federal
Emergency Management Agency (FEMA). The
Emergency Reserve is maintained in the General Fund
(Fund 1).

The District’s Reserve Policy was last updated in June of 2019 and is attached in FP-E.
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Budget Process

Budget Development, Review, and Adoption

The budget process is initiated by District staff in mid-
December of each vyear. The Financial Planning
Department works with each District department to
develop a budget based on expected resource needs to
meet overall District goals. Requests for new personnel
are submitted to executive management for thorough
review. Additionally, in mid-December the Engineering
Department coordinates with District staff to collect new
capital projects to integrate into the Ten-Year Capital
Improvement Program.

In February 2021, the District held a strategic planning
session to discuss the District’s goals and strategic
objectives that drive resource needs to best serve
ratepayers. Over the years, the District has identified
eight core functional areas that substantially define the
scope of activities executed by the Board of Directors.
The District develops a management strategy for each
goal along with objectives. The FY 2021-22 Strategic Plan
can be found in Appendix A. The District budgets on an
annual basis to integrate the long-range planning
developed in the internal Ten-Year Cashflow Model and
Ten-Year Capital Financing Plan. Over the years, the
District has identified eight core functional areas that
substantially define the scope of activities executed by
the District Board of Directors. The District develops a
management strategy for each goal along with
objectives. The FY 2021-22 Strategic Plan can be found in
Appendix A.

At a public Board Workshop on May 3, 2021, staff
presented the proposed Ten-Year Capital Improvement
Program, Capital Financing Plan, and Operations &
Maintenance Budget for FY 2021-22. Opportunities for
Board discussion and public comment are an integral
part of the budget process, and as such the proposed
budgets were agendized for discussion at multiple
Committee and Board meetings prior to consideration
for adoption. District staff integrated feedback and
present here the proposed Fiscal Year 2021-22 budget,
which is scheduled for Board consideration and action on
June 10, 2021.

Budget Amendments and Transfers between Funds

Through adoption of the annual budget resolution, the
District’s Board of Directors authorize the expenditure
and appropriation of funds for the fiscal year and place
fiscal controls on the use and transfer of budgeted funds.

As outlined in Sections 4 and 5 of the annual budget
resolution, attached as Appendix B, any unexpected
expenses that require additional funding beyond the
annual authorized budgeted expenses and fund transfers
requires a budget amendment via resolution by the
District’s Board of Directors.

The budget resolution also outlines the fiscal controls
placed on the use and transfer of budgeted funds. All
transfers of amounts from category to category within
the same fund may be authorized by the General
Manager, who may subsequently delegate authority to
Director level staff, the Assistant General Manager
and/or the Controller to transfer amounts between
categories as necessary. The transfer and expenditure of
amounts between the funds may be authorized by the
General Manager, or her designee, only to the extent of
the specific funds and maximum amounts set forth in the
budget resolution. Transfers may be made at one or
more times during the fiscal year so long as the total
amounts do not exceed the maximum amounts for the
specific funds identified in the budget resolution.
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Budget Timeline

FISCRAL YERR 2021-22

BUDGET TIMELINE
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Figure 5: FY 2021-22 Budget Timeline
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Consolidated Financial Schedule

The All Funds Budget section presents the annual flow of
funds consolidated across all District functions. The
operating expenses are presented consistent with the
Monthly Financials reported by the Accounting
Department at each Board meeting.

The All Funds presentation breaks out the overall annual
operating revenues, operating expenses, non-operating
revenues, non-operating expenses, capital expenses, and
bond expenses. Table AF-1, shown below, includes
historical and budgeted activity in Funds 1, 4, 6, 7, 12, 14,
and 15. Transfer activities that occur across funds are
captured in Table AF-2. Categories of revenue and
expense types can be found after Table AF-1.

Detailed summaries of the revenue and expense line
items presented in Table AF-1 are provided in the
subsequent sections. The totals shown in Table AF-1 are
consistent with the account mapping used for the
development of the respective budget or fiscal year the
costs were incurred, whereas the detailed tables reflect
the historical trends of the individual expenses that make
up today’s accounts.
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Table AF-1: Budgetary Statement of Revenues, Expenses, and Changes in Net Position for All Funds

OPERATING REVENUES

Water Services

Recycled Water Services
Sewer Services

Water Efficiency Revenue
Other Operating Income

NON-OPERATING REVENUES

Property Tax Revenue
Investment Income
Property Lease Income

Misc. Non-Operating Income
Capacity Fees

Bond Proceeds
Total Non-Operating Revenues

TOTAL REVENUES

OPERATING EXPENSES

Salaries

PERS Employer Contributions
Defined Contribution 401A
Educational Courses

Travel & Meetings

General Services
Annual Audit

Member Agencies O&M
Dues & Memberships

Consulting Services
Equipment Rental
District Fuel

Insurance - Personnel
Insurance - Benefits
Legal Services - Personnel
Legal Services - General

District Operating Supplies
Repairs & Maint. - Equipment
Repairs & Maint. - Facilities

SOCWA

Special Outside Assessments
Utilities

Water Purchases

Meter Purchases

Water Efficiency

Debt Service Expense

WUE Fund
TOTAL CAPITAL EXPENSES

PROJECTED CHANGE IN FUNDS (loss)

MOULTON NIGUEL WATER DISTRICT - ALL FUNDS
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

FY22 PROPOSED

FY 2019-20 FY 2020-21 FY 2021-22 vs FY21 APPROVED
Approved . Approved Proposed Forecasted . o
Budget Actuals Difference Budget Budget Budget* Difference % A
31,512,227 29,148,255 (2,363,972) 31,438,154 32,471,606 32,471,606 1,033,452 3%
6,438,316 5,049,306 (1,389,010) 5,941,355 6,222,975 6,222,975 281,620 5%
24,065,352 26,695,247 2,629,895 25,446,037 26,718,392 26,718,392 1,272,356 5%
4,764,604 3,832,688 (931,916) 4,587,175 4,770,662 5,452,843 183,487 4%
911,436 498,377 (413,059) 1,079,522 581,020 557,100 (498,502) -46%
67,691,936 65,223,873 (2,468,063) 68,492,243 70,764,656 71,422,917 2,272,412 3%
28,599,883 29,907,153 1,307,270 30,744,255 31,671,356
2,108,233 3,073,008 964,775 2,469,486 2,486,866 1,829,709 17,380 1%
1,800,265 1,914,481 114,216 1,943,911 2,016,093 2,016,093 72,182 4%
933,436 2,002,214 1,068,778 245,312 245,202 245,202 (110) 0%
384,339 105,673 (278,666) 324,305 45,630 45,630 (278,675) -86%
67,750,000 68,634,112 884,112 - 59,750,000 - 59,750,000 -
101,612,156 105,727,921 4,115,765 35,823,348 96,220,525 35,825,173 60,397,178 169%
169,304,092 170,951,794 1,647,702 104,315,591 166,985,181 107,248,090 62,669,590 60%
14,419,876 13,668,529 (751,348) 16,159,959 17,250,709 16,887,157 1,090,750 7%
2,547,924 4,398,345 1,850,421 2,824,211 3,469,009 3,125,396 644,798 23%
265,601 245,290 (20,311) 294,546 311,475 325,958 16,929 6%
80,934 45,506 (35,428) 81,360 99,575 82,987 18,215 22%
387,140 263,900 (123,240) 391,501 333,416 399,331 (58,085) -15%
490,292 462,381 (27,911) 528,874 481,834 536,111 (47,040) -9%
62,500 40,272 (22,228) 55,000 52,500 56,100 (2,500) -5%
541,714 379,553 (162,161) 515,520 598,632 571,200 83,112 16%
253,082 235,832 (17,250) 208,647 231,275 212,820 22,628 11%
(180,000)
3,543,300 2,592,959 (950,341) 3,277,000 3,448,700 3,210,320 171,700 5%
66,500 34,476 (32,024) 63,010 47,000 64,270 (16,010) -25%
315,000 267,854 (47,146) 330,000 340,000 336,600 10,000 3%
778,255 514,288 (263,966) 402,638 449,154 424,784 46,516 12%
3,534,775 3,965,167 430,391 3,535,028 3,728,128 3,735,832 193,100 5%
50,000 15,538 (34,462) 50,000 50,000 51,000 - 0%
570,000 252,542 (317,458) 620,000 520,000 632,400 (100,000) -16%
1,445,269 1,388,300 (56,970) 1,159,250 1,069,900 1,182,435 (89,350) -8%
1,074,550 1,193,673 119,123 1,406,595 1,319,152 1,161,827 (87,443) -6%
3,950,249 3,637,944 (312,305) 4,359,324 4,121,663 4,281,810 (237,661) -5%
9,471,915 8,548,084 (923,831) 9,374,975 9,507,471 10,197,941 132,496 1%
133,600 139,508 5,908 153,967 156,602 157,046 2,636 2%
2,992,102 2,476,262 (515,840) 3,079,533 3,132,890 3,141,124 53,357 2%
28,747,811 26,526,566 (2,221,245) 28,637,921 28,897,373 29,496,715 259,452 1%
- 3,657 3,657 - - - - -
1,883,000 1,220,697 (662,303) 1,850,000 1,367,000 1,856,400 (483,000) -26%
(37,250)
4,280,939 3,046,042 1,234,897 3,350,000 910,000 1,944,000 (2,440,000) -73%
62,272,166 56,899,313 5,372,853 54,489,007 47,097,141 48,135,076  (7,391,866) -14%
19,922,898 29,521,615 (39,975,550) 28,653,880 (33,308,125) -172%

*Forecasted values based on projections developed for FY 2020-2021 Budget
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Revenue & Expense Categories

ACCOUNT CATEGORIES CATEGORY COMPONENTS

Operating Revenues:

Water Sales
Recycled Water Sales
Wastewater Sales

Other Operating Income

Water Efficiency Revenue

Non-Operating Revenues:

Property Tax Revenue
Investment Income
Property Lease Income

Misc. Non-Operating Income

Capacity Fees
Demand Offset Fees
Bond Proceeds

potable water usage charges, wholesale, and service charges

recycled water usage charges and service charges

wastewater service charges

meter sales, user fees (reconnect, tag, back flow notice, service installation, site visits, meter removal/re-set, returned checks),
FOG fees, plan check & inspection fees, reimbursements for operating costs at jointly owned facilities

charges for inefficient potable and recycled water usage

secured property taxes, secured taxes paid to SCWD, supplemental and miscellaneous taxes, unsecured taxes

interest earned on reserve balances and investments

lease agreements with cell carriers for placement of cell towers on district property

board room rental fees, sale of scrap, cash discounts, general obligation property tax, AMP RPOI, tax credit subsidy (historical),
intergovernmental revenue, secured-unsecured-supplemental-miscellaneous I/R taxes

charges on new development to buy-in to existing assets

capacity fees collected to offset impacts to existing supply reliability from new potable irrigation

proceeds received from anticipated bond issuance

ACCOUNT CATEGORIES CATEGORY COMPONENTS

Operating Expenses:

Salaries

PERS Employer Contributions
Defined Contribution 401A
Educational Courses

Travel & Meetings

Employee Relations

General Services
Annual Audit
Member Agencies O&M

Dues & Memberships
Election Expenses
Consulting Services
Equipment Rental
District Fuel
Insurance — District
Insurance — Personnel

Insurance — Benefits

Legal Services — Personnel
Legal Services — General
District Office Supplies
District Operating Supplies

Repairs & Maintenance - Equipment

Repairs & Maintenance - Facilities

Safety & Compliance

SOCWA

Special Outside Assessments
Utilities

Water Purchases

Meter Purchases
Labor (Fund 6 only)
Conservation Supplies
Water Efficiency

Directors’ fees, full/part/over time, compensatory time expense, standby, merit

District share of annual CalPERS contribution requirements

401a employer contribution

educational courses, certifications

seminar, conferences, training, travel costs

employee relations (recognition, medical, safety), pre-employment costs

billing services, accounting services, tax collection charges, bad debt write-offs, mapping updates, uniform service, employee
support services

financial audit and other agreed-upon procedures

San Juan Basin Authority (SJBA), Upper Chiquita Reservoir (UCR), 5b reservoir, R6 reservoir, IRWD emergency interconnection,
Upper Oso reservoir system

district dues and memberships, staff dues and memberships

election costs estimate from registrar of voter’s office

cost related to consultants and contractors needed to support district initiatives

office equipment rentals (multifunction printers), overall tools & equipment rentals (forklifts, generators, equipment, etc.)
unleaded fuel — vehicles, diesel fuels — generators & vehicles, vehicle oil

automobile and general liability, property insurance

Federal Insurance Contributions Act, Medicare insurance, State unemployment, workers compensation

life and health insurance, dental insurance, vision insurance, disability insurance, auto allowance, Other Post-Employment
Benefits costs, wellness benefit, sick accrual, vacation accrual

personnel-related legislation and other HR policy inquiries

legal counsel, contracts and agreement review

billing supplies, community relations, general office supplies, shipping costs, advertising, sales tax expense, freight expense
chemicals, warehouse stock

computer support contracts, field & office equipment, infrastructure technology hardware, vehicle maintenance and repair,
hardware/software equipment

contract & maintenance agreements, waste disposal, electrical & instrumentation, landscape and tree maintenance, paving
repairs, pest control, system maintenance, system repairs, janitorial services, underground service alerts, permits, raising valves
and manholes

regulatory compliance, safety equipment/supplies, safety shoes, safety training

PC 2 — JB Latham Treatment Plant, PC 17 — Regional Treatment Plant,
3A Treatment Plant (historical), PC 21 — Effluent Transmission Main
PC 5 — San Juan Creek Ocean Outfall, PC 24 — Aliso Creek Ocean Outfall,
PC 2SO — Recycled Water Permit, pretreatment program

PC 15 — Coastal Treatment Plant,

Department of Health Services (DoHS) Fees, Local Area Formation Commission Fees, Property Tax Assessment (historical)
electric utilities (SCE and SDG&E), gas utility (Southern CA Gas), water utility, overall telephone, mobile communication
MWD water purchases (treated & untreated),

MWDOC charges (capacity, connection, and readiness-to-serve),

MWDOC reclaimed water rebate,

Baker Water Treatment Plant,

Joint Regional Water Supply System (JRWSS),

Santiago Aqueduct Commission (SAC),

East Orange County Feeder #2 (EOCF2), South County Pipeline (SCP)

replacement meters and warehouse inventory (historical)

personnel costs attributed to water efficiency/reliability programs & management

community relations and outreach supplies attributed to water efficiency/reliability programs and management
rebates and administration of rebate programs attributed to water efficiency/reliability programs and management
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All Funds - Detailed Summary

OPERATING REVENUES

Rate Revenue

In December 2017, the Board adopted a four-year rate
schedule for potable, recycled, and wastewater service
charges based on recommendations from the 2017 Cost
of Service Study. The FY 2021-22 budget utilizes the last
rate adjustment from the 2017 rate study for the first
half of the year and projections from the LRFP for the
second half of the year. As shown in Table AF-1, a 3% rate
revenue increase for the potable and recycled water
rates, with the remainder of the recycled rate revenue
increase attributable to the slight increase in projected
demand, and a 5.5% increase for wastewater service
rates are included. The system specific revenue
requirements will be studied in detail as part of the
District’s 2021 Cost of Service Study.

The projected decrease in Water Efficiency Revenue from
forecast is due to the 2017 COS study’s financial plan
anticipating a one-time 45% increase in water efficiency
rates to fund a portion of a water reliability project.
Though the project is still under evaluation, its costs are
no longer expected to be recovered from Fund 6 and the
prior assumption will be revised as part of the 2021 COS
study’s financial plan.

Other Operating Income

Other operating income includes many of the user fees
customers pay to utilize specific services such as turn
on/turn off, late bill payments, and other user fees.
Revenues from permitting related activities, such as the
Fat, Qils, and Grease (FOG) program and Plan Check and
Inspection (PCl) process are also captured here. The 46%
decrease in budgeted revenues for FY 2021-22 are
attributable to decreased revenues from PCI fees. The
District completed plan review for the planned
development associated with a multi-family housing
development and shopping center during FY 2020-21.
The remaining revenue sources that comprise Other
Operating Income are not proposed to increase above FY
2020-21 levels.

NON-OPERATING REVENUES

Property Tax Revenue

The District receives an apportionment of Ad Valorem
property taxes from the County of Orange. Property tax
revenue has accounted for more than 25% of the
District’s total revenue over the past four years. This has
been a key component of the District’s revenue base and
has provided customers with the lowest average
monthly bills in South Orange County. Property tax
revenue budgeted for FY 2021-22 represents about a 3%
increase over the budget for FY 2020-21. Finance staff
work with the District’s property tax consultants to
develop the forecasts for property tax revenues based on
current housing values and recapture of Prop. 8
adjustments from prior years. It is not currently
anticipated that property tax payments will decline
during FY 2021-22; however, staff actively monitors
property tax receipts during the year to track
performance.

Additionally, in 1997 a portion of the South Coast Water
District (SCWD), an area called Laguna Sur/Monarch
Pointe, was annexed into the District service area. SCWD
continues to provide wastewater service to the area.
Consistent with the terms of the annexation agreement,
the District maintains the SCWD procedure of collecting
wastewater service charges on the property tax bill as
supplementary tax collected by the County and remits
payments to SCWD. Any increases are reflective of the
rate increase passed through from South Coast Water
District. SCWD is proposing a two-year rate adjustment
effective July 1, 2021 which the District is obligated to
pass through per the terms of the annexation
agreement.

Investment Income

The District currently holds a diverse portfolio of
investments to meet both short term liquidity, midterm
cash funded Capital Improvement Programs, and long-
term earnings. The goals for the District’s investments
are safety, liquidity, and earning a total rate of return
commensurate with the first two goals.
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The average investment earnings rate projected for FY
2021-22 is 1% which yields the projected $2.5M based on
the expected level of capital invested throughout the
fiscal year. The District continues to adhere to the
financial plan and policies outlined in the 2015 Long
Range Financial Plan, updated in the 2017 Long Range
Financial Plan, and has effectively leveraged its available
unrestricted cash balances to minimize rate impacts to
customers during the transition to regular rate revenue
adjustments. The planned spenddown of unrestricted
cash balances has necessarily reduced the District’s
investment income; however, increased coordination
between the District’s Financial Planning, Accounting,
and Engineering departments has increased the accuracy
of short-term and long-term cashflow forecasts, which
has allowed the District’'s Investment Advisor to
confidently restructure the District’'s investment
portfolio to meet short-term liquidity needs and mid-
term cash funded Capital Improvement Program costs,
while maintaining long-term earnings. The assumed 1%
factor was developed in coordination with the District’s
Investment Advisor and reflects realistic expectations of
portfolio performance over the fiscal year.

Property Lease Income

The sole source of revenue for the Property Lease
Income line item is from leasing District facilities to cell
carriers to place cell towers and equipment on reservoirs
and other District locations. The District developed the
Communications License Program with a primary
objective to provide economic benefit to District
ratepayers through a monthly license program. The
District’s first responsibility is to provide water and
wastewater service to its customers, and development of
the Program can not interfere with District’s ability to
provide quality service. With those objectives in place,
the Board of Directors approved a Communications
Lease Agreement and Lease Policy, which was
implemented on January 1, 2001, and updated to a
Communication License Agreement and License Policy
on March 15, 2012. On December 14, 2015, the Board of
Directors adopted an update to the Communication
License Agreement and License Policy. Since
implementation of the Communications Lease
Agreement and Lease Policy, the Program has grown to
include 48 agreements with various amendments. These
communications facilities are distributed among
approximately 20 District sites. Revenues are projected
4% above FY 2020-21 levels at $2.0M for the FY 2021-22
budget. The increase is due to annual rent increases on
existing agreements.

Misc. Non-Operating Income

The line item for Miscellaneous Non-Operating Income
includes Board Room rental fees (historical), sale of
scrap, GOB property tax revenue (historical), 2009 COP
tax credit (historical), and other revenues sources that
are not directly related to the operations of the District.
There is no change for this item in FY 2021-22.

Capacity Fees

The District assesses charges on new development to buy
into the system assets existing customers have paid to
develop and maintain. The District’s private
development group actively works with the local cities to
produce a ten-year private development forecast which
is regularly updated to reflect changes in planned
development. This forecast is utilized to inform the
District’s long-range supply planning efforts, in particular
the Urban Water Management Plan (UWMP). The
proposed budget for FY 2021-22 of $45,630 represents
an 86% decrease from FY 2020-21 budget which is
consistent with reductions in planned development
between fiscal years.

Demand Offset Fees

In FY 2016-17, the Board of Directors amended the
existing Water and Wastewater Capacity Charges to
include Demand Offset Fees, consistent with California
Government Code Section 66000 et. seq., to fund as-yet
unknown, future water reliability and water use
efficiency projects, programs, and capital improvement
projects, in order to offset additional potable outdoor
demand from new development that would otherwise
impact existing supply reliability.

Consistent with the rationale used to establish the
District’s Water Efficiency Fund (Fund 6), revenues from
Demand Offset Fees are received and maintained in Fund
6 as the fees are intended to offset the impact of
incremental increases in potable water demands
associated with new demands. As the new demands are
highly correlated with new development, budgeted
revenues from Demand Offset Fees are expected to
decrease 94%, reflecting the decrease in development.
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OPERATING EXPENSES

In 2011, the District’s Board of Directors recognized two
distinct cost centers beginning to develop: costs related
to providing continued service to customers for the
efficient use of water and costs related to conservation.
Though presented in the aggregate in Table AF-1,
operating expenses are classified according to these two
categories with the costs of conservation and water
efficiency efforts reported and budgeted in Fund 6 —
Water Efficiency Fund while the remaining costs of
providing continued services are reported and budgeted
in Fund 1 — General Fund. Operating expenses for each
of the funds are described in detail in the Fund 1 —
General Fund and Fund 6 — Water Efficiency Fund
sections.

CAPITAL EXPENDITURES

Discussed in detail in the Capital Improvement Program
Budget for Fiscal Year 2021-22 anticipated capital
expenses represent the largest cost category for the
proposed FY 2021-22 budget, accounting for more than
one third of total District expenses.
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Fund Balance

Table AF-2: Change in Fund Balances — Summary of Revenues, Expenditures, and Transfers

Moulton Niguel Water District
FY 2021-22
Change in Fund Balances — Summary of Revenues, Expenditures, and Transfers

Projected Cash / Projected Ending

Designated / Net Increases Total Decreases Total

Fund Balance

Fund Balance : : Balance
1 General’ 91,889,484 54,676,112 37,213,372 162,169,121 - 199,382,493 77,887,803 36,688,029 114,575,833 139,482,773 52%
6 Water Efficiency 3,510,035 - 3,510,035 4,776,040 - 8,286,075 6,529,526 - 6,529,526 1,756,549 -50%

Capital Improvement Funds

7 Replacement & Refurbishment 12,920,590 - 12,920,590 - 27,310,551 40,231,141 40,231,141 - 40,231,141 - -100%
12 Water Supply Reliability? 98,244 - 98,244 - 801,756 900,000 900,000 - 900,000 - -100%
14  Planning & Construction 3,136,026 - 3,136,026 - 1,533,974 4,670,000 4,670,000 - 4,670,000 - -100%

Miscellaneous Funds

15  Capital Facilities 40,423 - 40,423 45,630 - 86,053 - 40,423 40,423 45,630 13%
4 Self Insurance 239,361 250,000 (10,639) - 16,249 5,610 5,610 - 5,610 250,000 4%
52  Rate Stabilization 15,372,127 15,835,678 (463,551) - 463,551 - - - - 15,835,678 3%

Debt Service Funds

12 2019 Revenue Bonds? 964,732 - 964,732 - 1,465,518 2,430,250 2,430,250 - 2,430,250 - -100%
71 2015 COPS ('03 Refunding) 1,203,228 657,500 545,728 - 1,815,897 2,361,625 2,361,625 - 2,361,625 657,500 -45%
73 2019 COPS - - - - 3,320,956 3,320,956 3,320,956 - 3,320,956 - -

Total 129,374,250 71,419,290 57,954,960 166,990,791 36,728,452 261,674,203 138,336,911 36,728,452 175,065,364 158,028,130 22%

1 Operating Reserves and Emergency Reserves are included in General Fund Designated/Reserved in the amounts of 535,300,000 and $19,376,215, respectively.
2 Though Water Supply Reliability and 2019 Revenue Bonds comprise Fund 12, they are shown separately to differentiate debt service payments from Capital Improvement Funds.
3 Transfers for Funds 7, 12, and 14 include proceeds from an anticipated issuance in FY 2021-22. All proceeds are received into the General Fund and transferred to the respective Capital Fund. The remaining proceeds allocated to each fund are consistent with anticipated CIP expenses.

Table AF-2 summarizes anticipated cashflow activity for each of the District’s major funds for FY 2021-22. The discussion below provides rationale for changes in each fund, greater than £10%.
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General Fund — Fund 1

The projected increase in General Fund balance at the
end of FY 2021-22 is largely attributable to the
anticipated bond proceeds received in the General Fund
prior to being transferred to the Capital Improvement
Funds. The individual revenues and expenses that make
up the aggregate totals reported in Table AF-2 are
presented in detail in Fund 1 — General Fund. In addition
to the $77.9M budgeted operating and capital outlay
expenses, total use of funds for the General Fund
includes S$36.7M in transfers to the Capital,
Miscellaneous, and Debt Service Funds for total cash
outflows of $114.6M in FY 2021-22.

Total source of funds for the General Fund includes
proceeds from an anticipated $60M bond issuance, of
which an estimated $10.8M is expected to be retained in
the General Fund as a reimbursement for qualifying
capital expenses paid from the General Fund prior to the
issuance. It should be noted that actual reimbursements
to the General Fund will be determined at the time of
issuance in accordance with applicable tax law and may
differ from estimates reported in Table AF-2. It should
also be noted that the General Fund ending balance
includes $19.3M in remaining proceeds that will be
distributed to the Capital Funds in FY 2022-23 in
accordance with applicable tax law.

Water Efficiency — Fund 6

The District’'s Water Efficiency Fund receives revenue
from the customers who use water in excess of their
individually calculated water budgets. Revenues fund
investments which improve customer water efficiency
and water supply reliability. The District has identified a
spenddown of the Water Efficiency Fund with
investments in new water supply and developing new
water efficiency programs as detailed in Fund 6 — Water
Efficiency Fund. The spenddown of $6.5M in the fund
balance is consistent with the overall plan.

CAPITAL IMPROVEMENT & MISC. FUNDS

The capital expenses shown in Table AF-2 are included in
the District’s overall Capital Financing Plan. The following
discussions provide a high-level summary of major
project categories and highlights significant non-
recurring capital expenses. The large decreases in fund
balance shown for fiscal year end is consistent with the
District’s practice of annually transferring sufficient
funds for the fiscal year budget and drawing that amount
down through the year.

Annual funding for these funds consists of bond issuance
proceeds and transfer in from Fund 1.

Replacement and Refurbishment (R&R) — Fund 7

Major projects for the proposed $40.2M capital
expenditures for Fund 7 includes: $6.0M for the regional
lift station force main replacement and $5.0M for the
Reservoir Management System Replacement, Phase 3.
Wastewater treatment related expenses continue to
account for a large share of total Fund 7 costs: SOCWA
treatment facilities are budgeted at $7.4M, while $3.6M
is budgeted for improvements to Plant 3A.

Water Supply Reliability — Fund 12

Initial project designs for the South County Pipeline (SCP)
Takeout Facility (S150K) will improve potable water
supply reliability should the SCP have a shutdown. In
addition, the OCWD Basin Emergency Interconnection
(S750K) would provide an emergency interconnection to
the OCWD groundwater basin.

Planning and Construction — Fund 14

The major projects for the proposed $4.7M capital
expenditures include: $3.3M for secondary feeder pump
station and transmission main and $1.25M for regional
lift station enhancements.

Capital Facilities — Fund 15

The Capital Facilities Fund serves as a restricted fund to
collect capacity fees paid by developers for connecting to
the water and wastewater systems. Activity for the fund
is projected based on private development activity
provided through coordination from the Cities within the
District’s service area. The decrease in the fund balance
reflects decreased infill projects as areas within the
District are primarily built-out which is consistent with
the ten-year projected activity in the District’s 2020
Urban Water Management Plan.

DEBT SERVICE FUNDS

The District has established debt service funds to ensure
the timely payment of debt and to hold as restricted debt
service reserve funds consistent with bond covenants.
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Fund I — General Fund Detailed Summary

The District’s General Fund, identified as Fund 1, accounts for the programs and activities related to providing service for the efficient use of its potable and
recycled water systems and the management of its wastewater collection and treatment systems.

Summary Statement

The difference between the $77.9M in operating and capital outlay expenses budgeted for FY 2021-22 and $66.0M in projected sales and operating income the
District expects is met by property tax receipts and other non-operating revenues. As shown in Table F1 — 1, the District is projecting a net increase of $24.5M to
its General Fund, prior to any bond proceed receipts, transfers to other funds for capital projects and debt service-related costs, or as needed to replenish reserves

to comply with bond covenants and financial policy requirements.

Table F-1: Budgetary Statement of Revenues, Expenses, and Changes in Net Position for Fund 1

MOULTON NIGUEL WATER DISTRICT — GENERAL FUND

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

FY22 PROPOSED

FY 2019-20 FY 2020-21 FY 2021-22 vs FY21 APPROVED
Approved . Approved Proposed Forecasted .
Actual Diffi Diff % A
Budget ctuals erence Budget Budget Budget* rierence %
OPERATING REVENUES
Water Services 31,512,227 29,148,255 (2,363,972) 31,438,154 32,471,606 32,471,606 1,033,452 3%
Recycled Water Services 6,438,316 5,049,306 (1,389,010) 5,941,355 6,222,975 6,222,975 281,620 5%
Sewer Services 24,065,352 26,695,247 2,629,895 25,446,037 26,718,392 26,718,392 1,272,356 5%
Other Operating Income 911,436 498,377 (413,059) 1,079,522 581,020 557,100 (498,502) -46%
Total Operating Revenue 62,927,332 61,391,185 (1,536,147) 63,905,068 65,993,994 65,970,074 2,088,926 3%
NON-OPERATING REVENUES
Property Tax Revenue 28,599,883 29,907,153 1,307,270 30,744,255 31,671,356 31,683,161 927,102 3%
Investment Income 2,108,233 2,864,875 756,642 2,464,629 2,486,866 1,890,218 22,237 1%
Property Lease Income 1,800,265 1,914,481 114,216 1,943,911 2,016,093 2,016,093 72,182 4%
Misc. Non-Operating Income 250,812 120,000 (130,812) 250,812 250,812 250,812 - 0%
Total Non-Operating Revenues 32,759,193 34,806,509 2,047,316 35,403,607 36,425,127 35,840,284 1,021,520 3%
TOTAL REVENUES 95,686,525 96,197,694 511,169 99,308,675 102,419,121 101,810,358 3,110,446 3%
OPERATING EXPENSES
Salaries 13,073,384 12,525,884 (547,500) 14,531,475 15,686,168 15,185,392 1,154,693 8%
PERS Employer Contributions 2,374,048 4,207,820 1,833,771 2,610,595 3,200,847 2,888,999 590,252 23%
Defined Contribution 401A 240,739 223,642 (17,097) 263,876 281,323 292,017 17,447 7%
Educational Courses 79,934 36,312 (43,622) 80,360 96,075 81,967 15,715 20%
Travel & Meetings 347,140 237,988 (109,152) 340,301 285,016 347,107 (55,285) -16%
Employee Relations 93,813 9,049 (84,764) 98,055 101,700 100,016 3,645 4%
General Services 490,292 462,381 (27,911) 528,874 481,834 536,111 (47,040) -9%
Annual Audit 62,500 40,272 (22,228) 55,000 52,500 56,100 (2,500) -5%
Member Agencies O&M 541,714 379,553 (162,161) 515,520 598,632
Dues & Memberships 189,857 137,102 (52,755) 131,147 124,425 132,316 (6,722) 5%
Election Expenses - - - 180,000 - - (180,000) -100%
Consulting Services 1,603,300 1,810,932 207,632 1,799,000 2,008,700 1,702,760 209,700 12%
Equipment Rental 66,500 34,476 (32,024) 63,010 47,000 64,270 (16,010) -25%
Insurance - District 532,850 523,231 (9,619) 558,300 558,300 569,466 - 0%
Insurance - Personnel 489,306 487,576 (1,730) 371,257 418,524 391,676 47,267 13%
Insurance - Benefits 3,267,475 3,745,994 478,519 3,216,962 3,401,187 3,401,014 184,225 6%
Legal Services - Personnel
Legal Services - General 550,000 237,470 (312,530) 600,000 500,000 612,000 (100,000) -17%
District Office Supplies 493,680 692,755 199,075 706,803 713,650 716,599 6,847 1%
District Operating Supplies 1,444,654 1,381,522 (63,132) 1,158,250 1,066,400 1,181,415 (91,850) -8%
Repairs & Maint. - Equipment 969,300 1,161,479 192,179 1,381,595 1,299,152 1,136,327 (82,443) -6%
Repairs & Maint. - Facilities
Safety & Compliance 364,548 324,920 (39,627) 361,137 374,371 368,360 13,234 4%
SOCWA 9,471,915 8,548,084 (923,831) 9,374,975 9,507,471 10,197,941 132,496 1%
Special Outside Assessments 133,600 139,508 5,908 153,967 156,602 157,046 2,636 2%
Water Purchases 28,747,811 26,526,566 (2,221,245) 28,637,921 28,897,373 29,496,715 259,452 1%
Meter Purchases - 3,657 3,657 - - - - -
TOTAL OPERATING EXPENSES 72,935,711 70,275,774 (2,659,937) 75,537,236 77,501,803 77,997,348 1,964,566 3%
CHANGE IN OPERATING POSITION 22,750,814 25,921,920 23,771,439 24,917,318 23,813,009 5%
CAPITAL EXPENSES
TOTAL CAPITAL EXPENSES 1,652,552 501,375 1,151,177 1,690,404 386,000 400,000 (1,304,404) -77%
PROJECTED CHANGE IN FUNDS (loss) 20,098,262 25,420,546 22,081,035 24,531,318 23,413,009 11%

*Forecasted values based on projection developed for FY 2020-2021 Budget
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FUND 1 REVENUES

Table F1 — 2: District Revenues

FY22 PROPOSED

FY 2019 20 FY 2020 21 FY 2021 22 vs FY21 APPROVED
DESCRIPTION o
Approved . Approved Proposed Forecasted . %
Actuals Difference Difference
Budget Budget Revenue Revenue Change
OPERATING REVENUE
Water Service 31,512,227 29,148,255 (2,363,972) 31,438,154 32,471,606 32,471,606 1,033,452 3%
Recycled Water Service 6,438,316 5,049,306 (1,389,010) 5,941,355 6,222,975 6,222,975 281,620 5%
Sewer Service 24,065,352 26,695,247 2,629,895 25,446,037 26,718,392 26,718,392 1,272,356 5%
Other Operating Income 911,436 498,377 (413,059) 1,079,522 581,020 557,100 (498,502) -46%
TOTAL OPERATING REVENUE 62,927,332 61,391,185 (1,536,147) 63,905,068 65,993,994 65,970,074 2,088,926 3%
NON-OPERATING REVENUE
Property Tax Summary
Secured Property Taxes 27,083,230 28,519,948 1,436,718 28,990,945 29,931,791 29,876,307 940,846 3%
Unsecured Taxes 805,485 859,423 53,938 998,654 1,002,263 1,029,152 3,609 0%
Supplemental and Miscellaneous Taxes 1,069,911 909,799 (160,113) 1,117,232 1,110,951 1,151,352 (6,281) -1%
Secured Taxes paid to SCWD (358,743) (382,016) (23,274) (362,576) (373,649) (373,649) (11,073) 3%
Total Property Tax Revenue 28,599,883 29,907,153 1,307,270 30,744,255 31,671,356 31,683,161 927,102 3%
OTHER NON-OPERATING REVENUE
Investment Income 2,108,233 2,864,875 756,642 2,464,629 2,486,866 1,890,218 22,237 1%
Property Lease Income 1,800,265 1,914,481 114,216 1,943,911 2,016,093 2,016,093 72,182 4%
Misc. Non-Operating Income 250,812 120,000 (130,812) 250,812 250,812 250,812 - 0%
Total Other Non-Operating Revenue 4,159,310 4,899,356 740,046 4,659,352 4,753,771 4,157,123 94,418 2%

TOTAL REVENUE 95,686,525

96,197,694 511,169

99,308,675 102,419,121 101,810,358 3,110,446

OPERATING REVENUES

Water Service

As water sales are seasonal by nature, water utilities are particularly
susceptible to financial stress from reduced sales if they are recovering even
a small portion of their fixed costs on a volumetric basis. As part of the 2015
Long Range Financial Plan and update in the 2017 Long Range Financial Plan,
an analysis of demand reduction was conducted to determine what financial
impact the District could expect from increased conservation and efficiency.
The District’s rates are structured so that any incremental revenue collected
from the higher tiers is allocated to the Water Use Efficiency fund for water
efficiency and water reliability expenditures. As a result, the decrease in sales
from the higher tiered water does not affect the District’s General Fund or
daily operating revenues, which means that the District does not have to
increase rates as a result of decrease water sales. This result was validated
empirically during the last drought, as the District’s financial position
improved while meeting the 20% reduction target implemented by the State.
This flexibility in financial structure allows the District to focus on water
efficiency efforts without concern for the financial impacts of decreased
water sales; however, the success of a marginal cost-based price structure
depends on maintaining alignment between fixed and variable revenues and
fixed and variable expenses.

The District’s Finance Planning Department began a comprehensive in-house
cost of service rate study during FY 2020-21 and has retained a utility rate
consultant as an auditor to independently validate the results of the study.
The department actively monitors any potential changes in wholesale or
utilities rates to ensure the District will continue to fully recover its operating
costs.

Water Service revenues are projected at $32.5M for FY 2021-22, a 3%
increase from FY 2020-21 projected revenues. Potable water supply is
projected at 24,176 AF for FY 2021-22, a 0.2% decrease from potable water
supply assumed in the FY 2020-21 budget. The methodology used to develop
water supply projections is consistent with the methodology used to develop
the long-term demand projections reported in the District’'s 2020 Urban
Water Management Plan and reflect maintained low usage through most of
the current fiscal year. Projected water sales revenue for FY 2021-22 includes
a forecasted 3% rate increase which, if adopted, would be effective January
1,2022. The FY 2021-22 budget assumes that the relative increase in system-
specific rates for Water Service determined in the 2017 study are maintained.
The system specific revenue requirements will be studied in detail as part of
the District’s 2021 Cost of Service Study.

Recycled Water Service

Recycled Water revenues are projected at $6.2M as forecasted and 5% above
FY 2020-21 projected values. Recycled water customers have maintained
their water efficiency and the proposed FY 2021-22 recycled water sales are
projected to remain at current year levels. Recycled water supply is projected
at 6,199 AF, an increase of 0.8% of the projected recycled water supply used
in developing the FY 2020-21 recycled water sales budget. Projected recycled
water sales revenue for FY 2021-22 includes a forecasted 3% rate increase
which, if adopted, would be effective January 1, 2022. The FY 2021-22 budget
assumes that the relative increase in system-specific rates for Recycled Water
Services that were determined in the 2017 study are maintained. The system
specific revenue requirements will be studied in detail as part of the District’s
2021 Cost of Service Study.

Sewer Service

Sewer Service revenues are projected at $26.7M, 5% above FY 2020-21
projected revenues and consistent with forecasted values for the budget
year. Projections for FY 2021-22 includes a forecasted 5.5% rate revenue
adjustment which, if adopted, would be effective January 1, 2022. The FY
2021-22 budget assumes that the relative increase in system-specific rates
for Sewer Service that were determined in the 2017 study are maintained.
The system specific revenue requirements will be studied in detail as part of
the District’s 2021 Cost of Service Study. Discussed further in the Wastewater
Treatment section of Operating Expenses, continued escalation of
administration and operating costs from the District’s regional wastewater
treatment provider is a major reason for the Wastewater System rate
increases to meet revenue requirements.

Other Operating Income

As noted in All Funds — Consolidated Financial Schedule, Other Operating
Income includes many of the user fees customers pay to utilize specific
services such as turn on, turn off, late bill payments, and other service fees.
Revenues from permitting related activities such as the Fats, Oils, and Grease
(FOG) program and Plan Check and Inspection (PCl) process are also captured
here. Added to this category in FY 2019-20 are payments received for
wastewater treatment services at the District’s Wastewater Treatment Plant
3A. The 46% decrease in budgeted revenues for FY 2021-22 are attributable
to decreased revenues from PCl fees. Discussed in detail in Capacity Fees, the
District’s private development group works closely with local cities to develop
forecasts of planned building activity. The remaining revenue sources that
comprise Other Operating Income are not proposed to increase above FY
2020-21 levels.
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NON-OPERATING REVENUES

Property Tax

The District receives an apportionment of the one percent Ad Valorem
property taxes from the County of Orange. Property tax revenue has
accounted for more than 25% of the District’s total revenue over the past four
years. This has been a key component of the District’s revenue base and
provided customers with the lowest average monthly bills in South Orange
County. Property tax revenue budgeted for FY 2021-22 represents about a
3% increase over the budget for FY 2020-21. Finance staff work with the
District’s property tax consultants to develop the forecasts for property tax
revenues based on current housing values and recapture of Prop. 8
adjustments from prior years. It is not currently anticipated that property tax
payments will decline during FY 2021-22; however, staff actively monitors
property tax receipts during the year to track performance.

OTHER NON-OPERATING REVENUE

Investment Income

The District currently holds a diverse portfolio of investments to meet both
short term liquidity, midterm cash funded Capital Improvement Programs,
and long-term earnings. The goals for the District’s investments are:

o Safety
o Liquidity
o Earning a total rate of return commensurate with the first two goals

The average investment earnings rate projected for FY 2021-22 is 1% which
yields the projected $2.5M based on the expected level of capital invested
throughout the fiscal year. The 31.6% increase above forecasted levels of
Investment Income is attributable to updated bond issuance timing and
subsequent reimbursement of bond proceeds that were not expected to
occur this year when forecasts were developed as part of last year’s
budgeting process. Had the issuance timing not been advanced, Investment
Income would have been expected to be lower to reflect the planned
spenddown of unrestricted cash balances. The District continues to adhere
to the financial plan and policies outlined in the 2015 Long Range Financial
Plan, updated in the 2017 Long Range Financial Plan, and has effectively
leveraged its available unrestricted cash balances to minimize rate impacts to
customers during the transition to regular rate revenue adjustments. The
planned spenddown of unrestricted cash balances will necessarily reduce the
District’s investment income; however, increased coordination between the
District’s Financial Planning, Accounting, and Engineering departments has
increased the accuracy of short-term and long-term cashflow forecasts,
which has allowed the District’'s Investment Advisor to confidently
restructure the District’s investment portfolio to meet short-term liquidity
needs and mid-term cash funded Capital Improvement Program costs, while
maintaining long-term earnings. The assumed 1% factor was developed in
coordination with the District’s Investment Advisor and reflects realistic
expectations of portfolio performance over the fiscal year.

Additionally, in 1997 a portion of the South Coast Water District (SCWD), an
area called Laguna Sur/Monarch Pointe, annexed into the MNWD service
area. However, SCWD continues to provide wastewater service to the area.
Consistent with the terms of the annexation, the District maintains the SCWD
procedure of collecting wastewater service charges on the property tax bill
as supplementary tax collected by the County and remits payment to SCWD.
For FY 2021-22, SCWD is proposing a two-year rate adjustment effective July
1, 2021. Therefore, the District will pass those adjustments on to the area’s
ratepayers.

Property Lease Income

The main source of revenue for the Property Lease Income line item is from
leasing District facilities to cell carriers to place cell towers and equipment on
reservoirs and other District locations. In the 1990s, the District approved the
first communication facility to be constructed at one of the District’s sites. As
the communication industry grew, the District was approached about use of
District sites for cell tower equipment installations. The District developed
the Communications License Program with a primary objective to provide
economic benefit to District ratepayers through a monthly license program.
The District’s first responsibility is to provide water and wastewater service
to its customers, and development of the Program can not interfere with
District’s ability to provide quality service. With those objectives in place, the
Board of Directors approved a Communications Lease Agreement and Lease
Policy, which was implemented on January 1, 2001, and updated to a
Communication License Agreement and License Policy on March 15,2012. On
December 14, 2015, the Board of Directors adopted an update to the
Communication License Agreement and License Policy.

Since implementation of the Communications Lease Agreement and Lease
Policy, the Program has grown to include 48 agreements with various
amendments on several of those agreements. These communications
facilities are distributed among approximately 20 District sites. Revenues are
projected 4% above FY 2020-21 levels at $2.0M for the FY 2021-22 budget.
The increase is due to annual rent increases on existing agreements and a
new agreement that commenced during FY 2019-20.

Misc. Non-Operating Income

The line item for Miscellaneous Non-Operating Income includes Board Room
rental fees (historical), sale of scrap, GOB property tax revenue (historical),
2009 COP tax credit (historical), and other revenues sources that are not
directly related to the operations of the District. There is no change for this
item in FY 2021-22.
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FUND 1 EXPENSES

Salaries and Benefits

Table F1 — 3: Salaries and Benefits

FY 2019 20 FY 2020 21 ‘ FY 2021 22 v::$§ : 2(:::: ;\EIII:E)D
DESCRIPTION Approved Actuals Difference Approved ‘ Proposed Forecasted Difference %
Budget Budget Budget Budget Change
SALARIES
Staff Salaries 11,998,338 11,566,989 (431,348) 13,217,797 14,338,215 13,812,598 1,120,418 8%
Directors Fees 194,040 150,383 (43,657) 203,742 213,929 212,910 10,187 5%
Overtime 690,802 527,608 (163,194) 899,598 923,198 940,080 23,600 3%
Standby 185,704 217,221 31,518 210,339 210,826 219,804 487 0%
Compensatory Time Expense 4,500 63,682 59,182 - - - - -
TOTAL SALARIES 13,073,384 12,525,884 (547,500) 14,531,475 15,686,168 15,185,392 1,154,692 8%
CalPERS BUDGET
PERs Employer Contributions 2,374,048 4,207,820 1,833,771 2,610,595 3,200,847 2,888,999 590,252 23%
Defined Contribution 401A 240,739 223,642 (17,097) 263,876 281,323 292,017 17,447 7%
TOTAL CalPERS 2,614,788 4,431,462 1,816,674 2,874,471 3,482,170 3,181,016 607,699 21%
INSURANCE - BENEFITS
Life and Health Insurance 2,267,126 1,937,154 (329,972) 2,156,140 2,276,343 2,274,727 120,203 6%
Dental Insurance 196,351 158,830 (37,521) 202,582 230,066 213,724 27,484 14%
Vision Insurance 27,825 28,465 640 27,485 31,214 28,997 3,729 14%
Disability Insurance 87,827 92,357 4,530 95,904 101,113 101,178 5,209 5%
OPEB Costs 253,441 240,063 (13,378) 259,028 255,611 286,652 (3,417) -1%
Auto Allowance 54,975 38,700 (16,275) 59,975 61,096 61,174 1,121 2%
Wellness 41,295 20,546 (20,749) 42,480 43,830 44,392 1,350 3%
Sick Leave Accrual 186,374 358,996 172,622 205,538 222,070 214,787 16,532 8%
Vacation Accrual 152,261 870,884 718,623 167,831 179,844 175,383 12,013 7%
TOTAL INSURANCE — BENEFITS 3,267,475 3,745,994 478,519 3,216,962 3,401,187 3,401,014 184,225 6%

TOTAL SALARIES & BENEFITS

18,955,646

20,703,340

1,747,694

20,622,908

22,569,525

21,767,422

1,946,615

Total Salaries and Benefits costs for Fund 1 are budgeted at $22.6M: a 9%
increase from FY 2020-21 budget and a 3.7% increase above the forecasted
total for FY 2021-22. Relative to all fund expenditures, Salaries and Benefits
(inclusive of labor costs budgeted in Fund 6) make up approximately 18% of
District FY 2021-22 proposed budgeted expenses.

The proposed budget includes the addition of four full time staff members:
two Customer Account Representatives, a Computerized Maintenance
Management System (CMMS) Administrator, and a Mechanic. Forecasted
totals for FY 2021-22 were developed as part of the FY 2020-21 approved
budget and did not consider these new positions.

As part of this budget, staff reviewed the functional allocation of labor and
through the efforts and collaboration across departments, staff identified
approximately $2.2 M in labor costs associated with capital projects that are
proposed for FY 2021-22. Including the capitalized labor costs, the total FY
2021-22 budget for Salaries and Benefits (inclusive of labor costs budgeted in
Fund 6) would have increased to $27.0 M. Though it aligns with industry best
practices, it isimportant to note that this change in reporting does not reduce
actual personnel costs and that proposed staffing increases consider the full
long-term cash impacts to the District.

The District recognizes the long-term financial commitment additional
staffing represents and incorporates ten-year cashflow impacts from its LRFP
into its staffing decisions. Consistent with its overall cost-alignment
approach, the District utilizes consultants to meet temporary or project
specific resource needs and carefully matches increases in staffing to
identified long-term needs. A detailed discussion of the District’s planned use
of consultants for FY 2021-22 can be found in the Consulting Services section.
It is important to note that the cashflow impacts of staffing decisions also
consider potential cost savings from bringing resources in-house. The
decision to rely on outside resources for the management of a particular
project, program, or other cost center of the District, is continually
reevaluated. Should the District determine it is no longer cost-effective to
outsource, a plan will be developed to bring in resources to shift management
in-house. The FY 2021-22 proposed Staffing Plan was developed
cooperatively by the District’s supervisory and management staff and is
presented to the District’s Board of Directors for approval.

Salaries

In March 2021, the District and its employees agreed to extend the term of
the current Memorandum of Understanding (MOU) by two years that
continues to invest in a quality workforce to meet the public’s expectations
on performance and transparency while protecting the financial health of the
District by mitigating long term liabilities. The proposed budget includes a 2%
Cost of Living Adjustment during year one of the MOU extension.

CalPERS Budget

In 2009, the Board took action to reduce the District’s outstanding retirement
benefits liabilities through the creation of a new CalPERS tier and a plan to
gradually move employees towards a retirement benefit cost-sharing
partnership with the District. This fiscal year is the sixth year of full cost-
sharing between the District and its employees. Based on recent CalPERS
actuarial valuations, the District has a funded ratio of 74.3% of the present-
value of its projected benefits. The District’s current funding ratio is above
average in the industry. Retirement costs represent 2.7% of the District’s total
FY 2021-22 budget. It should be noted that the District is no longer
capitalizing CalPERS costs based on updated guidance from our auditors. This
change in assumptions alone accounts for almost 72% of the increase from
the FY 2020-21 adopted budget.

Medical Insurance

Initial health insurance increases proposed for the FY 2021-22 HMO and PPO
plans was at 14.5%. As it has done in the past, the District responded to rising
premiums by preparing to issue a Request for Proposals to ensure its health
insurance costs remain competitive. As a result of this process, health plan
premiums will only increase an average of 5% above current rates. Employees
share any health plan cost increases with the District 50/50 as part of the
current MOU. A 6% rate increase for the dental, vision, life and disability
insurance programs in FY 2021-22 is assumed for the respective categories.

Other Postemployment Benefits (OPEB) Costs

Cognizant of the long-term liabilities the District faces as a result of changing
market conditions, the Board of Directors has prioritized reducing the
District’s outstanding retirement health benefit commitments. Along with
the restructuring of its CalPERS tiers, the District restructured its post-
employment health benefits for employees by:

1. reducing the benefit once a retiree is eligible for Medicare at age 65;

2. eliminating the retiree health benefit for employees hired on or after
July 1, 2017; and,

3. making annual payments to the California Employer’s Retiree Benefit
Trust (CERBT) to prefund health benefits and reduce outstanding
liabilities.

This plan has had a significant impact on budgeted OPEB costs for FY 2021-
22. Because of the Board’s commitment to reducing outstanding benefits
liabilities, the proposed budget has decreased by 1% from FY 2020-21 budget
totals.

Back to TOC | 35



Education & Training, Travel & Meetings, and Employee Relations

Table F1 —4: Education & Training, Travel & Meetings, and Employee Relations

FY 2019 20 FY 2020 21 FY 2021 22 v::$§ : 2(::: ;\EIED
DESCRIPTION
Approved Actuals Difference Approved Proposed Forecasted Difference %

Budget Budget Budget Budget Change

EDUCATIONAL COURSES
Educational Courses 54,280 20,985 (33,295) 58,850 67,010 60,027 8,160 14%
Certifications 25,654 15,327 (10,327) 21,510 29,065 21,940 7,555 35%
TOTAL EDUCATIONAL COURSES 79,934 36,312 (43,622) 80,360 96,075 81,967 15,715 20%

TRAVEL & MEETINGS

Travel and Expenses 132,200 74,441 (57,759) 139,506 114,796 142,296 (23,690) -17%
Seminars, Conferences, and Meetings 214,940 163,547 (51,393) 200,795 170,220 204,811 (29,555) -15%
TOTAL TRAVEL & MEETINGS 347,140 237,988 (109,152) 340,301 285,016 347,107 (53,245) -16%

EMPLOYEE RELATIONS

Pre-Employment Costs 25,343 1,173 (24,170) 23,950 25,700 24,429 1,750 7%
Employee Relations 68,470 7,876 (60,594) 74,105 76,000 75,587 1,895 3%
TOTAL EMPLOYEE RELATIONS 93,813 9,049 (84,764) 98,055 101,700 100,016 3,645 4%

The District places considerable value in its staff’s ability to adapt to a
changing operating environment, not only from a regulatory compliance
standpoint but also from a technological and risk management standpoint.
While the total costs reported in Table F1 —4 represent a small fraction of the
proposed FY 2021-22 budget, they include provisions for ongoing training and
education as well as the costs for maintaining the environmental,
distribution, collections, backflow, and safety certifications necessary for the
continued operation of the District. These costs vary from year to year with

Even during COVID, the District has been hosting many of its own regional
workshops and meetings, albeit virtually, on a variety of topics from water
reliability to smart watershed planning. Budgets for Travel and Expenses and
Seminars, Conferences, and Meetings are reduced in FY 2021-22 to recognize
the potential for remote attendance. It should be noted that the proposed
budgets for these cost areas were developed based on a return to “normal”
operations and an end to the restrictions in place due to the COVID-19
pandemic emergency, but recognize virtual attendance options.

certification and license cycles and are adjusted annually as the upcoming
year’s budget is developed. The proposed Educational Courses and
Certifications budget for FY 2021-22 has been increased by 20% above FY
2020-21 budget amounts primarily due to staff having delayed certification
exams as testing sites were closed to the public last year due to COVID-19.
Trade organizations and testing companies have since evolved to support
remote or socially-distanced testing and the proposed Certifications budget
effectively represents more than one year’s worth of staff certification needs.
In addition to providing for the known education and training needs of its
staff, the District also encourages staff to attend regional seminars and keep
themselves apprised of developing technologies that could make the District
more efficient or of potential legislation that could affect operations or
management practices.
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Election Expenses, Annual Audit, and General Services

Table F1 - 5: Election Expenses, Annual Audit, and General Services

FY22 PROPOSED
vs FY21 APPROVED

0,
Forecasted Difference %

FY 2019 20 FY 2020 21 FY 2021 22

DESCRIPTION
Approved

Approved Proposed
Budget Budget Budget Budget Change

Actuals Difference

ELECTION EXPENSES

Registrar of Voters - - - 180,000 - - (180,000) -100%
ANNUAL AUDIT
Annual Financial Records Audit 62,500 40,272 (22,228) 55,000 52,500 56,100 (2,500) -5%

FY 2019 20 FY 2020 21 ‘ FY 2021 22 v::$§ : 22::3 S\EIED
GENERAL SERVICES
Approved Actuals Difference Adopted Proposed Forecasted Difference %
Budget Budget Budget Budget Change

FINANCIAL SERVICES

Billing Services 167,000 115,378 (51,622) 167,000 110,000 167,000 (57,000) -34%

Accounting Services 92,500 115,608 23,108 95,000 110,000 96,900 15,000 16%

Tax Collection Charges 73,192 86,752 13,559 74,974 77,334 76,473 2,360 3%

Unpaid Accounts Write-Off 95,100 83,882 (11,218) 132,500 122,500 135,150 (10,000) -8%
ENGINEERING SERVICES

Mapping Updates 17,500 2,421 (15,079) 14,400 2,000 14,688 (12,400) -86%
OVERALL SERVICES

Uniform Services 45,000 58,341 13,341 45,000 60,000 45,900 15,000 33%

TOTAL GENERAL SERVICES

490,292

462,381

(27,911)

528,874

481,834

536,111

(47,040)

The costs in Table F1 — 5 represent administrative, records keeping, and
reporting activities for the District. As with other less-capital intensive items
in the proposed FY 2021-22 budget, the expenses captured in Table F1 -5 do
not make up a significant portion of the District’s total costs; however, they
provide for critical District functions, without which, operations could not
function efficiently.

As there are no elections planned for FY 2021-22, cost estimates for Election
Expenses are not applicable. Annual Audit costs are proposed to decrease 5%
for FY 2021-22. The District came to the end of the 5-year term with its
previous audit firm and has contracted with a new audit firm, consistent with
best practices. It is important to note that the decrease in Annual Audit costs
is due to the fact that in the first year of working with a new audit firm, District
staff will focus resources on development of the annual audit as the volume
of procedural and control information required is significant and defer any
work on additional agreed upon procedures for future years.

Though the consolidation of the District’'s bill printing and payment
processing platforms that began in FY 2017-18 have continued to drive
engagement with our customer portal and have continued to show cost
savings, proposed costs for Billing Services are expected to decrease by 34%
due to previously anticipated costs of a bill redesign being removed for the
time being due to resources being directed towards other activities in FY
2021-22. The 16% increase for Accounting Services is attributed to increased
utilization of online bill pay options through the District’s customer portal.

Proposed costs for Mapping Updates have been decreased by 86% below FY
2020-21 as most of the field sectional map books have been completed.

Uniform services has always been under budgeted and the 33% increase
reflects current staffing levels and updated demand.
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Member Agency Operations & Maintenance

Table F1 - 6: Member Agency Operations & Maintenance

FY22 PROPOSED
vs FY21 APPROVED

0,
Forecasted Difference %

FY 2019 20 FY 2020 21 FY 2021 22

DESCRIPTION

Approved
Budget Budget Budget Budget Change

Actuals Difference AT LR

POTABLE WATER FACILITIES

San Juan Basin Authority (SJBA) 141,714 2,343 (139,371) 116,743 101,561 163,200 (15,182) -13%

Upper Chiquita Reservoir (UCR) 47,821 169,630 121,809 48,777 58,010 50,369 9,233 19%

5B Reservoir 6,806 - (6,806) 10,000 7,000 10,326 (3,000) -30%

R6 Reservoir 22,687 19,756 (2,931) 20,000 20,000 20,653 - 0%

IRWD Emergency Interconnection 22,687 - (22,687) 20,000 20,000 20,653 - 0%
TOTAL POTABLE WATER FACILITIES 241,715 191,729 (49,985) 215,520 206,571 265,200 (8,949) -4%
RECYCLED WATER FACILITIES

Upper Oso Reservoir System 299,999 187,824 (112,176) 300,000 392,061 306,000 92,061 31%

TOTAL MEMBER AGENCIES O&M 541,714 379,553 (162,161) 515,520 598,632 571,200

To maintain efficiencies, the District participates in many shared facilities
operated under regional agreements. The District is a member of the San Juan
Basin Authority, a joint powers authority created in 1971 for the purpose of
carrying out water resources development of the San Juan Basin. The
members of the San Juan Basin Authority (SJIBA) are the District, Santa
Margarita Water District (SMWD), South Coast Water District (SCWD), and
the City of San Juan Capistrano (SJC). The San Juan Basin is located in south
Orange County within the San Juan Creek Watershed. The San Juan Basin is
comprised of four sub-basins: Upper San Juan, Middle San Juan, Lower San
Juan, and Lower Trabuco and is bound on the west by the Pacific Ocean and
by tertiary semi-permeable marine deposits. Budgeted expenses for FY 2021-
22 include the District’s share of the administration of the SIBA and salinity
management for the Basin to support the continued use of recycled water.
The 13% decrease in costs is largely attributable to realignment of
participation percentage for cost allocation among member agencies that
occurs as part of the SJIBA budget process.

The District has an emergency interconnection agreement with Irvine Ranch
Water District (IRWD) to supply treated water at 10.6 million gallons per day
(MGD) with a maximum flow rate of 15.6 cfs for 30 days. The maximum
incident volume IRWD will supply is 1,768 AF. The agreement also provides
emergency water to the City of San Clemente, Laguna Beach County Water
District, SMWD, and SCWD. Under the agreement, IRWD and the
participating agencies jointly constructed various projects to transfer water
to the Aufdenkamp Transmission Main and Joint Transmission Main.

The District has capacity rights of 55 percent in the IRWD Emergency
Interconnection and is responsible for the same percentage of project costs
and ongoing operations and maintenance. Upper Chiquita Reservoir is
operated by SMWD and the budgeted expenses for FY 2021-22 are based on
SMWD staff’s estimates of costs for the operations and maintenance of the
joint facilities.

In 2002, the District entered into an agreement with El Toro Water District to
purchase 13 MG of capacity in the El Toro R6 Reservoir. Additionally, the
District owns approximately 900,000 gallons of capacity in the SCWD 5B
Reservoir. The budgeted expenses are based on MNWD staff’s estimates of
costs for FY 2021-22 for the District’'s share of the operations and
maintenance of the R6 Reservoir and 5B Reservoir facilities operated by El
Toro Water District and SCWD, respectively.

Lastly, the District owns a capacity share in the Upper Oso Reservoir operated
by SMWD. SMWD’s Upper Oso Reservoir, one of the largest recycled water
reservoirs in Orange County, has been in operation since 1979. It is located
near the 241 Toll Road in the cities of Mission Viejo and Rancho Santa
Margarita. The reservoir holds up to 1.3 billion gallons of recycled and runoff
water used for outdoor irrigation in the surrounding communities, therefore
conserving over a billion gallons of drinking water each year through multiple
use of every drop. The benefit received from Upper Oso Reservoir will
continue to increase as the cost of water purchased from the MWDSC
continues to rise. The proposed budget for FY 2021-22 is for the District’s 25%
share of the operations and maintenance costs of the reservoir.
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Dues and Memberships

Table F1—7: Dues and Memberships

FY 2021 22
DESCRIPTION Proposed Budget
DISTRICT DUES & MEMBERSHIPS — FUND 1
Aliso Viejo Chamber of Commerce 1,200
Association of California Cities Orange County (ACC-OC) 5,000
Association of California Water Agencies (ACWA) 32,000
Association of Women in Water, Energy and Environment (AWWEE) 600
California Association Sanitation Agencies (CASA) 7,000
Smart Water Networks Forum (SWAN) 500
Dana Point Chamber of Commerce 1,000
Laguna Hills Chamber of Commerce 2,500
Laguna Niguel Chamber of Commerce 2,500
Mission Viejo Chamber of Commerce 1,000
San Juan Capistrano Chamber of Commerce 575
South Orange County Economic Coalition (SOCEC) 5,000
South Orange County Watershed Management Area (SOCWMA) 8,000
Southern California Water Alliance of POTW (SCAP) 9,000
Southern California Water Coalition (SCWC) 10,000
Technology Approval Group (TAG) 14,000
Water Information Sharing and Analysis Center (WaterISAC) 3,150
WateReuse Association of California 6,000
Staff Development Dues & Memberships 15,400
TOTAL FUND 1 - DISTRICT DUES & MEMBERSHIPS 124,425

The District controls Dues and Membership expenses by comparing the cost of District-wide membership and individual membership costs for specific groups. The
detailed proposed dues and membership budget for FY 2021-22 is presented without historical comparison because annual participation decisions are not made
on the basis of past participation, see Table F1 — 1 for historical budget and actual expenses. The District participates in groups which either serve a professional
function of its operations, provide insight into opportunities for technological innovation or provide opportunities for regional coordination.
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Consulting Services

Table F1 — 8: Consulting Services

DESCRIPTION FY 2021 22
Proposed Budget
FUND 1 - CONSULTING
General Outreach 300,000
Govt. Affairs 96,000
Finance Consultants 138,500
Contract & Document Management 34,200
IT Support 116,000
Engineering Support 250,000
RW Supply Meters AMI Upgrade Assessment 50,000
Collection System Assessment: 1&I Assessment Phase 3 375,000
Eastern Transmission Main Assessment 210,000
Inspection Services 100,000
Cell Site Management 82,100
FOG Program 130,000
GIS Support 31,900
Plant 3A 55,000
Human Resources Support 20,000
Electrical Services 20,000
TOTAL FUND 1 — CONSULTING SERVICES 2,008,700

As discussed in the Salaries and Benefits section, the District utilizes
consultants or contractors to meet temporary or project specific resource
needs. The proposed Consulting Services budget for FY 2021-22 is presented
without historical comparison as annual contract costs are based on specific
projects and resource needs requiring multi-year contracts may be more
appropriately met with additional staff, see Table F1 — 1 for a comparison of
historical budgets and actual expenses.

The proposed Consulting Services budget for FY 2021-22 includes provisions
for several engineering and operations studies, enterprise and software
development, document management system development, external
financial review, and to support the District’s outreach, communication, and
marketing efforts.

General Outreach

The District has expanded the outreach function of its operations significantly
over recent years and established itself as a trusted and customer service-
oriented industry leader through communications tools such as newsletters,
community events, website, news media, and social media. The District’s
Outreach Department has identified a need for marketing materials that are
specific to the local service area and District activities. The proposed
Consulting Services budget includes provisions for as-needed graphic design,
website maintenance, and development of District videos and other media.

Government Affairs

Discussed in greater detail in the Strategic Plan for FY 2021-22, there has been
a dramatic increase in the volume of proposed local, regional, and federal
legislative initiatives that potentially impact the District and its customers.
The Board has expressed the need to be more engaged in local, regional, and
statewide issues that impact its communities, and District staff has supported
that effort. The proposed Consulting Services budget includes provisions for
local advocacy services to maintain awareness of regional opportunities as
well as for grant applications and administration services to ensure that the
District can secure as much funding for its projects as is possible.

Finance Consultants

The Financial Planning Department will continue to utilize financial
consultants as needed for specialized and non-routine processes, such as
gathering parcel data for property tax assessments and compiling bond
disclosure information. Finance consultant costs also include funds for a peer
review of the Cost-of-Service rate study that began during FY 2020-21. The
Financial Planning Department will continue to utilize financial advisors for
counsel as it prepares to issue debt, as identified in the LRFP.

Contract & Document Management Software

Consistent with the approach outlined in the Salaries and Benefits section,
the District utilizes consultants or contractors to meet its project specific or
highly specialized repair and maintenance needs. Additionally, the District
relies on contracts or agreements with external vendors to supply the
equipment and materials it needs when repairs are handled in-house. As a
result, the number of contractual vehicles that are issued and tracked by staff
continue to remain above historical averages. The selection of vendors and
services occurs through a competitive and transparent procurement process
as outlined in the District’s Purchasing Policy. The proposed Consulting
Services budget includes provisions for a contract management software to

support both the selection of vendors and the management of contracts after
they are awarded. Additionally, the proposed budget includes provisions for
continued utilization of E-Sign software and other document management
services.

IT Support

The proposed Consulting Services budget includes provisions for the District
to retain consultants to assist with cloud hosting of its enterprise system, as
well as other services, such as AWS and SharePoint, as the District continues
to pursue cloud-based software solutions as appropriate. As with all
consulting contracts, the District will re-evaluate the use of consultants for
these services as staffing resources are developed and based on continued
utilization of these services.

Engineering Support

The proposed Consulting Services budget includes provisions for the District
to support the planning needs of its Engineering department. As discussed in
the Salaries and Benefits section, because of the one-time or project specific
nature of these costs, staff has recommended that these needs be fulfilled by
consultants.

Eastern Transmission Main Assessment

This project will assess the condition of the 30 and 33-inch diameter cement
mortar lined and coating steel water transmission main, which supplies water
to several District takeout facilities, as well as the City of San Juan Capistrano.
The assessment will include in-pipe assessment of the pipeline using a
consultant-recommended technology. The result of the assessment will be to
recommend the nature, extent, and timing of any required repair,
rehabilitation, and/or replacement activities for the pipeline.

Inspection Services

The proposed Inspection Services budget includes provisions for the District
to support the inspection needs of its Engineering department, especially
with split shifts. There has been an increase of inspection work for
construction projects and Underground Service Alerts for utility projects.

Cell Site Management

The proposed Consulting Services budget includes provisions to support the
management of the District’s cell site carriers that are projected to generate
over $2 million in annual revenue.

FOG Program

The proposed Consulting Services budget includes provisions to support the
regular inspection of over 400 restaurants throughout the District to ensure
their compliance with maintaining grease interceptors or other devices as
part of the District’s Fats, Oils, and Grease (FOG) program.

GIS Support

The GIS Department has dedicated significant staff time and resources to
cataloguing the District’s assets and developing a comprehensive asset
registry as part of the planned deployment of a Computerized Maintenance
Management System (CMMS). The proposed Consulting Services budget
includes provisions for the District to support enhancements to its Geocortex
platform, GIS data modifications to support the CMMS implementation, and
an IT-recommended Disaster Recovery Enterprise GIS system.
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Equipment Rental and District Fuel

Table F1 - 9: Equipment Rental and District Fuel

FY22 PROPOSED

DESCRIPTION FY 2019 20 FY 2020 21 FY 2021 22 vs FY21 APPROVED
Approved p—. Difference Approved Proposed Forecasted Difference %
Budget Budget Budget Budget Change
EQUIPMENT RENTAL
Office Equipment 65,000 34,476 (30,524) 62,010 47,000 63,250 (14,500) -23%
Misc. Field Equipment 1,500 - (1,500) 1,000 - 1,020 (1,000) -100%
TOTAL EQUIPMENT RENTAL 66,500 34,476 (32,024) 63,010 47,000 64,270 (15,500) -25%
DISTRICT FUEL
Unleaded Fuel 185,000 147,261 (37,739) 190,000 190,000 193,800 - 0%
Diesel Fuel 120,000 115,946 (4,054) 130,000 140,000 132,600 10,000 8%
Vehicle Oil 10,000 4,647 (5,353) 10,000 10,000 10,200 - 0%
TOTAL DISTRICT FUEL 315,000 267,854 (47,146) 330,000 340,000 336,600 10,000 3%

Equipment Rental costs consist of leases for multifunction printers and other as-needed field equipment. Costs are determined on a contract basis and are expected
to decrease below budgeted amounts for FY 2020-21 and forecasts for FY 2021-22 as District administration and operations facilities are consolidated. Though
costs have been declining historically due to improved fleet and fuel storage management by the Utilities Maintenance Department, District fuel costs for FY 2021-
22 are expected to increase 3% from budget FY 2020-21 amounts due to increases in gasoline taxes.

Insurance

Table F1 — 10: District Insurance

FY22 PROPOSED
vs FY21 APPROVED
Approved Proposed Forecasted %

Approved . .
SR Actuals Difference SR TR R Difference T

FY 2019 20 FY 2020 21 FY 2021 22

DESCRIPTION

INSURANCE - DISTRICT

Property Insurance 100,000 83,084 (16,916) 100,000 100,000 102,000 - 0%
Automobile and General Liability 425,000 432,017 7,017 450,000 450,000 459,000 - 0%
Misc. Insurance General 7,850 8,131 281 8,300 8,300 8,466 - 0%
TOTAL INSURANCE - DISTRICT 532,850 523,231 (9,619) 558,300 558,300 569,466 - 0%

INSURANCE — PERSONNEL

State Unemployment 36,052 28,031 (8,021) 25,000 25,000 26,375 - 0%
Workers Comp 180,380 182,270 1,890 136,002 160,213 143,483 24,211 18%
Medicare Insurance 253,181 266,166 12,985 193,545 209,730 204,190 16,185 8%
Employer FICA 19,692 11,109 (8,583) 16,709 23,581 17,628 6,872 41%
TOTAL INSURANCE - PERSONNEL 489,306 487,576 (1,730) 371,257 418,524 391,676 47,267 13%

The District maintains several broad insurance policies through its membership with Association of California Water Agencies/Joint Powers Insurance Authority
(ACWA/JPIA). District related insurance costs have been decreased by slightly less than 2% from forecasted levels to reflect updated liability assumptions based
on staff-level data and changing historical trends. Budgeted Property Insurance, Misc. Insurance General Automobile, and General Liability costs have been held
at previously budgeted levels for FY 2021-22. The Insurance — Personnel costs have increased 13% from FY 2020-21 levels. Workers Compensation increased the
most at 18% while Medicare Insurance increases by 8%. Additionally, the District has continued to expand its internship program and the Employer FICA has
increased by $6.8K to account for this expanded pool of part-time and internship-based resources.

Legal Services

Table F1—11: Legal Services

FY22 PROPOSED

DESCRIPTION FY 2019 20 FY 2020 21 FY 2021 22 vs FY21 APPROVED
Approved Actuals Difference Approved Proposed Forecasted Difference %
Budget Budget Budget Budget Change
LEGAL SERVICE
Legal Service — General 550,000 237,470 (312,530) 600,000 500,000 612,000 (100,000) -17%
Legal Service — Personnel 50,000 15,538 (34,462) 50,000 50,000 51,000 - 0%
TOTAL LEGAL SERVICES 600,000 253,009 (346,991) 650,000 550,000 663,000 (100,000) -15%

The District separately accounts for its general and personnel related legal expenses to more accurately account for costs. The District has retained Best, Best, and
Krieger (BBK) for its general legal services, Alvarado Smith as special counsel and Liebert Cassidy Whitmore for its personnel related legal services. The proposed
budget for FY 2021-22 for Legal Services-General is lower than FY 2020-21 budget to reflect current expenditure trends.
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District Supplies

Table F1 — 12: District Supplies

FY 2019 20 FY 2020 21 FY 2021 22 v::$§ : 2(:::3 ;\EIED
DESCRIPTION
Approved Actuals Difference Approved Proposed Forecasted Difference %
Budget Budget Budget Budget Change
DISTRICT OFFICE SUPPLIES
General Office 139,680 289,943 150,263 122,303 121,650 124,749 (653) -1%
Billing Supplies 196,000 208,329 12,329 217,000 222,000 217,000 5,000 2%
Community Relations 135,000 172,795 37,795 345,000 345,000 351,900 - 0%
Shipping 23,000 21,688 (1,312) 22,500 25,000 22,950 2,500 11%
TOTAL DISTRICT OFFICE SUPPLIES 493,680 692,755 199,075 706,803 713,650 716,599 6,847 1%
DISTRICT OPERATING SUPPLIES
Operating Supplies 535,442 957,588 422,145 437,250 469,900 445,995 32,650 7%
Chemicals 909,212 423,935 (485,277) 721,000 596,500 735,420 (124,500) -17%
TOTAL DISTRICT OPERATING SUPPLIES 1,444,654 1,381,522 (63,132) 1,158,250 1,066,400 1,181,415 (91,850) -8%

Table F1 —12 provides a detailed accounting of the District’s office and operating supplies. In addition to everyday supplies such as paper, ink, envelopes, postage
for monthly bills, keys, small tools, and cleaning supplies, the FY 2021-22 proposed budget for District Supplies includes provisions for community education
materials and other promotional items. Educational and outreach efforts to engage communities including direct mail pieces, customer information packet
distribution, smart meter awareness, and virtual community events will remain the same. Chemicals costs have decreased in line with projected reduced volume
of wastewater influent from outside agencies at Plant 3A wastewater treatment plant.

Repairs & Maintenance and Meter/Vault Purchases

Table F1 —13: Repairs & Maintenance and Meter/Vault Purchases

FY22 PROPOSED

DESCRIPTION FY 2019 20 FY 2020 21 FY 2021 22 vs FY21 APPROVED
Approved p—. Difference Approved Proposed Forecasted Difference %
Budget Budget Budget Budget Change
REPAIRS & MAINTENANCE - EQUIPMENT
Office Equipment 12,050 4,206 (7,844) 279,000 107,800 11,680 (171,200) -61%
Field Equipment 28,250 91,275 63,025 29,500 32,000 30,090 2,500 8%
Infrastructure Technology Hardware 114,700 282,914 168,214 165,600 183,000 168,912 17,400 11%
Computer Support Contracts 584,300 521,676 (62,624) 667,495 736,352 680,845 68,857 10%
Vehicle Maintenance and Repair 230,000 261,408 31,408 240,000 240,000 244,800 - 0%
TOTAL REPAIRS & MAINT. - EQUIPMENT 969,300 1,161,479 192,179 1,381,595 1,299,152 1,136,327 (82,443) -6%
REPAIRS & MAINTENANCE — FACILITIES
System Maintenance 809,744 774,926 (34,818) 676,554 905,500 690,085 228,946 34%
System Repairs 944,500 1,451,987 507,487 1,735,500 1,182,500 1,605,510 (553,000) -32%
Janitorial Services 29,460 27,695 (1,765) 42,000 145,000 42,840 103,000 245%
Landscape and Tree Maintenance 341,742 316,473 (25,269) 372,988 385,541 380,448 12,553 3%
Waste Disposal 361,814 235,160 (126,654) 330,000 280,000 336,600 (50,000) -15%
Contract & Maintenance Agreements 315,307 205,084 (110,223) 222,600 257,500 227,052 34,900 16%
Pest Control 34,682 28,226 (6,456) 34,682 38,422 35,376 3,740 11%
Paving Repairs, Raising Valves and 878,000 279,888 (598,112) 758,000 730,200 773,160 (27,800) -4%
Manholes, and Permits
Electrical & Instrumentation 115,000 127,875 12,875 67,000 67,000 68,340 - 0%
Permits 120,000 190,631 70,631 120,000 130,000 122,400 10,000 8%
TOTAL REPAIRS & MAINT. — FACILITIES 3,950,249 3,637,944 (312,305) 4,359,324 4,121,663 4,281,810 (237,661) -5%
METER/VAULT PURCHASES
Meter/Vault Replacement = 3,657 3,657 = = = = =

The ongoing repair and maintenance of equipment and facilities is one of the largest components of the Fund 1 operating budget. Controlling these costs requires
efficient management of activities within each department as well as extensive coordination and collaboration across departments. All aspects of District
operations have improved as a result of increased coordination and collaboration across departments; however, the repair and maintenance of the District’s
facilities, equipment, and other assets provide one of the most tangible examples of the potential cost savings cross-department coordination can yield.
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REPAIRS AND MAINTENANCE — EQUIPMENT

Office Equipment

As noted in the FY 2020-21 Budget document, much of the District’s office
equipment had not been replaced in over a decade and were well past their
useful lives. The majority of these one-time costs have been incurred and the
FY 2021-22 proposed budget has been reduced 61% to reflect those
purchases; however, the proposed budget remains above forecast to reflect
that many of these purchases had yet to occur on account of the
unanticipated shift to remote work due to COVID-19. The proposed FY 2021-
22 Budget includes resources for both typical expenditures as well as
planned, but not yet expended items.

Infrastructure Technology Hardware

This budget includes the IT Department’s continued maintenance of the
District’s on-site and cloud servers, SCADA system, enterprise billing,
technology support services contracts, computer hardware, and existing
software licenses, as well as planned upgrades of many of the District’s
workstations and laptops. The prices and rates for the equipment,
infrastructure, hardware, and software are largely determined through
contracts with individual vendors. The increase in Infrastructure technology
hardware and Computer Support Contracts costs reflects an evolving
approach to the District’s utilization of cloud-based services for
supplementing its daily operations and long-range planning efforts.

REPAIRS AND MAINTENANCE — FACILITIES

The proposed budget for FY 2021-22 includes provisions for the maintenance
and repair of District facilities. The costs are delineated by type to accurately
track budgets throughout the year as well as identify where the District is
maintaining or reinvesting in its facilities and systems.

System Maintenance and System Repairs

System Maintenance costs include the maintenance and upkeep of District
facilities and pump refurbishments, while System Repairs costs include
planned reservoir cleaning, reservoir or pipeline repair, collection system
shortlining, and manhole repairs, as well as emergency repairs for the
District’s three utility systems. Budgeted costs are determined on an annual
basis and reflect identified needs and provisions for emergency repairs based
on historical spending.

Paving Repairs, Raising Valves and Manholes, and Permits

The Inspections and Street crews coordinate regularly with planning
departments from the six cities the District serves to ensure uninterrupted
access to District valves and manholes after streets have been repaved and
to minimize the cost of repaving streets after system repairs have been made
by the District. The District continues to benefit from the improved timing of
system repairs and increased coordination between District staff and their
City counterparts. The proposed 36% increase from FY 2020-21 budget for
Raising Valves and Manholes was developed based on planned street paving
projects provided by City staff. The 67% decrease in Paving Repairs budget is
due to a majority of paving projects being capitalized, not a decrease in
planned activity.

Computer Support Contracts

This includes provisions for the District’s Microsoft Office 365 licenses, GIS
license, managed services for the Districts ERP system which include technical
services, cloud hosting, and proactive monitoring. In addition, annual support
for the new CMMS and expanded utilization of AWS cloud services are
budgeted from this account. Expenses related to Computer Support
Contracts are expected to increase 10% above the prior year budget based
on increased utilization and annual rate increases.

Janitorial Services, Landscape and Tree Maintenance, & Waste Disposal

The District maintains approximately 50 facilities between its potable and
recycled pump stations, reservoirs, and wastewater lift stations throughout
the service area. Over the past year, the District has increased expenditures
on irrigation repairs due to system age and vandalism. This trend is expected
to continue due to the age of the irrigation systems and proximity to public
access points. The proposed budgets for Janitorial Services, Landscape and
Tree Maintenance, and Waste Disposal now include costs associated with
maintaining the District’s permanent facilities that were previously captured
under contract related line items while District staff were housed at
temporary facilities to facilitate construction.

Contract and Maintenance Agreements

Consistent with the approach outlined in the Salaries and Benefits and
Consulting Services sections, the District utilizes consultants or contractors to
meet its project specific or highly specialized repair and maintenance needs.
Additionally, the District relies on contracts or agreements with external
vendors to supply the equipment and materials it needs when repairs are
handled in-house. Annual budget expenses are determined based on contract
or agreement terms with vendors that have been selected through a
competitive procurement process.

Meter/Vault Replacement

The costs for meter replacements are now classified as Regulated Assets per
GASB 62 and are included in the capital budget. The District will upgrade to
ultrasonic smart water meters which more accurately capture low-volume
water flows. The decision to upgrade these meters is based on both analysis
of potential sources of the District’s water loss and the age of the meters.
This line item is expected to be removed for the FY 2022-23 budget as the last
accrued operating expenses will have fallen off.
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Safety Programs and Regulatory Compliance

Table F1 — 14: Safety Programs and Regulatory Compliance

FY22 PROPOSED

FY 2019 20 vs FY21 APPROVED

FY 2020 21 FY 2021 22

DESCRIPTION

SAFETY PROGRAM & REGULATORY
COMPLIANCE
Safety Equipment and Supplies
Safety Shoes
Safety Training
Regulatory Compliance

TOTAL SAFETY PROGRAM & REGULATORY

Approved
Budget

100,600
38,323
35,000

190,625

364,548

Actuals

85,862
28,693
22,808
187,557

324,920

Difference

(14,738)
(9,629)
(12,192)
(3,068)

(39,627)

Approved
Budget

98,340
39,557
35,700
187,540

361,137

Proposed
Budget

93,350
40,681
35,700
204,640

374,371

Forecasted
Budget

100,307
40,348
36,414

191,291

368,360

Difference

(4,990)
1,124

17,100

13,234

%
Change

-5%
3%
0%
9%

4%

COMPLIANCE

Table F1 — 14 provides a detailed accounting of the District’s Safety Program and Regulatory Compliance costs. The Safety and Compliance Department oversees
the development of the District’s safety programs and ensures continued compliance with all regulatory safety requirements. The proposed budget for equipment
and supply purchases reflects maintaining well-stocked inventory as well as the replacement of existing or purchase of new training equipment based on a multi-
year schedule maintained be the Safety and Compliance department. The District has kept the safety equipment costs controlled even in uncertain times of the
COVID-19 pandemic.

Assessments

Table F1 — 15: Assessments

FY22 PROPOSED
vs FY21 APPROVED

0,
Forecasted Difference %

FY 2019 20 FY 2020 21 FY 2021 22

DESCRIPTION

Approved Proposed
Budget Budget Budget Budget Change

SO Actuals Difference

SPECIAL OUTSIDE ASSESSMENTS

Department of Health Services (DHS) 19,881 - (19,881) 5,000 5,000 5,100 - 0%
LAFCO Fees 113,719 27,290 (86,429) 28,382 32,434 28,949 4,052 14%
Property Tax Assessment - 112,218 112,218 120,585 119,169 122,997 (1,416) -1%
TOTAL SPECIAL OUTSIDE ASSESSMENTS 133,600 139,508 5,908 153,967 156,602 157,046 2,636 2%

The District pays fees to other government agencies as part of regulatory, or other governmental services provided to the District. Fees to the Local Area Formation
Commission (LAFCO) and Department of Health Services (DOHS) are projected to remain relatively flat into the next Fiscal Year. Property Tax Assessment costs
consist of fees paid to the County of Orange for collection of Property Taxes. The Property Tax Assessment budget for FY 2019-20 had been removed as those
costs were to be captured in Fund 70 where the GOB property tax revenues and bond payments are budgeted; however, after working with the District’s property
tax consultant it was determined that these costs are more accurately captured here.
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Utilities

Table F1 — 16: Utilities

FY22 PROPOSED

DESCRIPTION FY 2019 20 FY 2020 21 FY 2021 22 vs FY21 APPROVED

Approved p—. Difference Approved Proposed Forecasted Difference %
Budget Budget Budget Budget Change

UTILITIES

Electric Utilities (SCE and SDG&E) 2,753,033 2,212,360 (540,673) 2,826,439 2,865,448 2,882,968 39,009 1%
Gas Utility (Southern CA Gas) 10,069 10,082 13 7,894 8,242 8,052 348 4%
Water Utility 9,000 - (9,000) - - - - -
Overall Telephone 140,000 154,008 14,008 153,000 148,000 156,060 (5,000) -3%
Mobile Communication 80,000 99,812 19,812 92,200 111,200 94,044 19,000 21%
TOTAL UTILITIES 2,992,102 2,476,262 (515,840) 3,079,533 3,132,890 3,141,124 53,357 2%

Costs associated with the Utilities line item are expected to increase slightly based on general inflation for utilities. The continued trend of minimal year-over-year
increases reflect continued operational efficiency monitoring by District staff. Through collaboration with other departments, the District’s Distribution
Department has controlled this cost by pumping water to storage facilities at night when electricity rates are low and releasing the stored water to pressurize the
system via gravity to meet daytime demands. Though potential cost reductions are not considered in the budget District staff are also engaged with academic
researchers from UC Davis on an energy-optimization pilot which hopes to reduce the District’s energy costs by optimizing pump operations based on differing
energy utility tariff schedules. Additionally, the utilization of the Central Intertie Pipeline saves the District over one million dollars per year in electricity costs,
which would otherwise have to be recovered through higher rates to customers. Though only a small component of the overall Utilities costs, the proposed
increase in Mobile Communication costs reflects the District’s increasing utilization of connected devices and hot spots in the field along with annual cellular carrier

rate increases.

Wastewater Treatment

Table F1—17: Wastewater Treatments Operation & Maintenance

FY22 PROPOSED

DESCRIPTION FY 2019 20 FY 2020 21 FY 2021 22 vs FY21 APPROVED

Approved Actuals Difference Approved Proposed Forecasted Difference %
Budget Budget Budget Budget Change

WASTERWATER TREATMENT

PC 2 - JB Latham Treatment Plant 1,427,491 1,509,585 82,094 1,412,881 1,433,577 1,536,908 20,696 1.5%
Plant 3A - UAL OPEB* - (7,477) (7,477) - 144,983 - 144,983 -
PC 5 - San Juan Creek Ocean Outfall 117,388 61,365 (56,023) 116,187 154,543 126,386 38,356 33.0%
PC 2SO0 - Recycled Water Permit 28,463 116,589 88,126 28,172 34,582 30,645 6,410 22.8%
PC 15 - Coastal Treatment Plant 318,657 196,081 (122,577) 315,396 245,903 343,082 (69,493)  -22.0%
PC 17 - Regional Treatment Plant 7,301,025 6,467,964 (833,061) 7,226,303 7,006,245 7,860,652 (220,058) -3.0%
PC 21 - Effluent Transmission Main 13,403 (12,617) (26,020) 13,265 3,964 14,430 (9,301) -70.1%
PC 24 - Aliso Creek Ocean Outfall 213,049 177,824 (35,224) 210,868 427,661 229,379 216,793 102.8%
Pretreatment Program 52,439 38,770 (13,669) 51,903 56,013 56,459 4,110 7.9%
TOTAL WASTEWATER TREATMENT 9,471,915 8,548,084 (923,831) 9,374,975 9,507,471 10,197,941 132,496 1.4%

*FY22 budget includes payments for UAL/OPEB costs accrued while SOCWA operated Plant 3A.

Given the significant annual financial contributions to wastewater treatment
(approximately $38.4M annually for both operating and capital expenses)
there is a growing need to ensure the District’s ratepayers receive high-
quality and cost-effective wastewater treatment services from its contract
service providers. It is imperative that the treatment of wastewater be closely
monitored to ensure compliance with all regulations, protection of public
health and the local environment, and financial accountability and
transparency for the benefit of the District’s ratepayers. The District intends
to work with its contract service providers and partners to review
opportunities to identify the most effective ways to treat wastewater and
managing costs to do so.

The District will continue to evaluate options for increasing recycled water
production, primarily from operational and site improvements at the
District’s Plant 3A, while ensuring that any expansion of the recycled water
program is cost-effective for the District’s ratepayers. Recycled water
production is a critical component of the District’s water reliability strategies.
As such, the District will continue to review the available recycled water
production opportunities, available treatment technologies, and recycled
water needs of its ratepayers.

FY 2021-22 represents the third full year of operations of Plant 3A by District

Staff. With the transition of operations to the District, costs are accounted for
in their respective object account per the District’s chart of accounts.
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Water Purchases

Table F1 — 18: Water Purchases

FY 2019 20 FY 2020 21 FY 2021 22 FY22 PROPOSED
DESCRIPTION vs FY21 APPROVED
Approved Actuals Difference Approved ‘ Proposed Forecasted Difference %
Budget Budget Budget Budget Change
VARIABLE WATER PURCHASE COST
MWD Full Service - Tier 1 Treated 17,266,688 16,004,338 (1,262,350) 16,707,334 16,845,370 17,140,376 138,036 1%
MWD Full Service - Tier 1 Untreated 6,556,717 5,891,739 (664,977) 6,819,029 6,831,777 7,015,005 12,748 0%
Baker Variable Cost 931,953 914,911 (17,042) 958,858 978,036 978,036 19,177 2%
TOTAL VARIABLE WATER COST 24,755,357 22,810,988 (1,944,369) 24,485,221 24,655,183 25,133,417 169,961 1%
FIXED WATER PURCHASE COST
MWDOC Ready-to-Serve Charge 1,292,444 1,234,456 (57,988) 1,344,688 1,448,126 1,448,126 103,438 8%
MWDOC Capacity Charge 494,753 337,490 (157,263) 401,090 457,317 457,317 56,227 14%
MWDOC Connection Charge 643,361 652,814 9,453 650,882 685,139 666,694 34,257 5%
Joint Regional Water Supply System 496,254 513,573 17,318 479,087 486,130 488,669 7,043 1%
Santiago Aqueduct Commission (SAC) 25,826 8,824 (17,003) 26,344 23,961 26,871 (2,383) -9%
East Orange County Feeder #2 (EOCF2) 118,859 212,684 93,824 308,953 178,490 315,132 (130,463) -42%
South County Pipeline (SCP) 102,449 104,916 2,467 99,519 101,548 101,509 2,029 2%
SC2 Takeout O&M (SMWD) - - - - 2,500 - 2,500 -
Baker Fixed Cost 818,506 650,821 (167,685) 842,137 858,979 858,979 16,843 2%
TOTAL FIXED WATER COST 3,992,453 3,715,578 (276,876) 4,152,700 4,242,191 4,363,298 89,491 2%

TOTAL WATER PURCHASE COST 28,747,811 26,526,566

(2,221,245)

28,637,921 28,897,373 29,496,715 259,452

The District has been proactive in its planning efforts to ensure water reliability. The Long-Range Water Reliability Plan was updated in 2021 and provides an
adaptive management approach to planning for reliability. It is a working document that has been updated given the changes in customer demands and changes
to the status of some of the local supply projects. Opportunities to expand recycled water, develop emergency interconnections, participate in groundwater
exchange programs as well as potential for direct potable reuse are being evaluated by staff. Other local efforts such as ocean desalination are also being closely
monitored to determine the District’s and South County interest.

Figure F1 — 1: Water Deliveries and Recycled Water Production
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Total water purchases for FY 2021-22 are budgeted at 24,176 AF, which
represents a 0.2% decrease from FY 2020-21 budgeted water purchases. The
methodology used to develop water usage projections is consistent with the
methodology used to develop the long-term demand projections reported in
the District’s 2015 Urban Water Management Plan and reflect maintained
low usage through most of the fiscal year as customers continue to use water
efficiently.

As part of the Board policy to improve water supply reliability for the service
area, the District participated in the construction of the Baker Water
Treatment Plant (Baker), a 28.1 million gallon per day (MGD) potable water
treatment facility that receives untreated water via the Baker pipeline. The
plant came online in January 2017 and provides increased water supply
reliability to southern Orange County as well as provides a reliable local
potable water supply in the event of emergency conditions or scheduled
maintenance on the MWDSC treated water delivery system (Diemer Filtration
Plant, Lower Feeder Pipeline, or Allen-McCullough Pipeline).

The District owns 13 cubic feet per second of capacity in the plant,
representing approximately 9,400 AF in supply annually. Water deliveries
from Baker for FY 2021-22 are budgeted below full-capacity volumes at 8,908
AF, reflecting planned downtime for maintenance and repairs at the
treatment plant. The remaining 15,268 AF of water deliveries will be supplied
by MWDSC via the Municipal Water District of Orange County (MWDOC).
Projected variable water rates for deliveries from both sources are inflated
consistently with their input water type. Baker deliveries are based on the
MWDSC untreated tier 1 rate and MWDSC deliveries to the District are based
on the MWDSC treated tier 1 rate, which are expected to increase on January
1, 2021 by 5.8 percent and 3.5 percent, respectively. The total water purchase
costs reported in the budget also include fixed costs from wholesalers and
other partner agencies for service or facilities operation related to delivering
water into the District.
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Capital Outlays

Table F1 - 19: Capital Outlays

CAPITAL OUTLAYS FY 2021 22

1. Replacement of Truck Unit #15 [Engineering] 36.000
2007 Chevy C-1500 to 2021/22 Ford F-150 !

2. Replacement of Truck Unit #17 [Support Services] 68.000
2000 Chevy C-3500 to 2021/22 Ford F-350 !

3. Replacement of Truck Unit #30 [Street Crew] 74 000
2000 Chevy C-3500 to 2021/22 Ford F-450 !

4. Replacement of Truck Unit #48 [Street Crew] 73,500
2002 Chevy C-3500 to 2021/22 Ford F-350 !

5. Replacement of Truck Unit #62 [Customer Service] 53 500
2004 Chevy C-3500 to 2021/22 Ford F-250 !

6. Replacement of Truck Unit #59 [Engineering] 35000
2005 Chevy C-1500 to 2021/22 Ford F-150 !

7. Plant 3A Cart [Facility Maintenance] 12.000
2021 Taylor-Dunn Model MX-1600 !

8. Plant 3A Cart [Plant Operations] 12.000
2021 Bigfoot 36V Electric Burden Carrier !

9. Field Tablets [Valve Crew] 10,000

10. Field Tablets [Collections] 12,000

TOTAL CAPITAL OUTLAYS $386,000

Capital outlays are small capital costs primarily for rolling stock, equipment,
and electronics that meet the threshold for the District’s capitalization policy.
Each item is tracked as an individual capital project. A ten-year projection of
capital outlay expenses in Fund 1 is provided in the 10-year CIP.

Requested Capital Outlays for FY 2021-22 have decreased compared to the
amounts in FY 2020-21. The same “needs-based” budgeting used to develop
the non-capital components of the Fund 1 budget are used when developing
annual capital outlay requests. The proposed FY 2021-22 Capital Outlays
budget includes provisions for the replacement of a number of trucks, carts,
and technology services.

Vehicles

The District actively monitors the age and mileage of its fleet of vehicles. All
of the requested replacement trucks have reached the end of their useful
lives and are beginning to experience maintenance and reliability issues. The
trucks to be replaced are two Chevrolet C-1500 and four C-3500 class trucks.
Plant 3A will have two new carts. The Taylor-Dunn cart will be used to carry
heavy equipment, parts, and tools. The Bigfoot will be used to perform
rounds, samples, and small maintenance tasks.

Technology Services

The requested technology capital outlay consists of two field tablets for valve
turning crew and four field tablets for the collections crew, including
chargers, additional batteries, and accessories.
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Fund 6 — Water Efficiency Fund Detailed Summary

Overview and Purpose of the Water Efficiency Fund

The District’s rate structure calculates a water budget for each customer based on individual needs and certain parameters to promote the efficient use of water.
Customers who use water inefficiently (i.e., in excess of their calculated water budgets) place greater demands on the District’s water and recycled water systems
and supplies. Inefficient customers are therefore subject to higher water use rates to offset the costs that are created as a result of the higher demand they place
on the District’s water and recycled water systems. The District invests the incremental rate difference in alternative water supply programs, rebates, and water
conservation and/or demand management measures to increase the efficient use of water and offset their demand.

The District has earned a reputation across the state for its resourceful approach to implementing demand management programs and using data to drive decision
making and innovation. We work closely with agencies throughout the State to inform policy decisions that will have immediate and long-term effects on the
public and regulatory frameworks. The Water Efficiency Fund programs and our water budget-based rate structure are critical to the District’s contribution and
impact to the statewide discussions and the District has been recognized by the State and our peers in the water community as being a leader in demand
management. Our conservation programs, partnerships with academic institutions, coordination of the statewide California Data Collaborative, and budget-based
rate structure are major contributors to our success. Developing strategies and tools which achieve further efficiency and conservation while ensuring reliable
service and economic health of our communities will be paramount going forward.

Table F6 — 1: Budgetary Statement of Revenues, Expenses, and Changes in Net Position

MOULTON NIGUEL WATER DISTRICT — WATER EFFICIENCY FUND
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

FY22 PROPOSED

FY 2019-20 FY 2020-21 FY 2021-22 vs FY21 APPROVED
Approved . Approved Proposed Forecasted . o
Budget Actuals Difference Budget Budget Budget* Difference % O
OPERATING REVENUES
Water Efficiency Revenue 4,764,604 3,832,688 (931,916) 4,587,175 4,770,662 5,452,843 183,487 4%
NON-OPERATING REVENUES
Investment Income - 208,133 208,133 4,857 - (60,509) (4,857) -100%
Demand Offset Fees 36,000 91,280 55,280 96,079 5,378 5,378 (90,701) -94%
TOTAL REVENUES 4,800,604 4,132,101 (830,980) 4,688,111 4,776,040 5,397,712 87,929 2%
OPERATING EXPENSES
Labor 2,101,479 1,881,989 219.490 2,222,217 2,220,426 2,340,028 (1,791) 0%
Educational Courses 1,000 9,194 (8,194) 1,000 3,500 1,020 2,500 250%
Travel & Meetings 40,000 25,911 14,089 51,200 48,400 52,224 (2,800) -5%
Dues & Memberships 63,225 98,730 (35,505) 77,500 106,850 80,504 29,350 38%
Consulting Services 1,940,000 782,027 1,157,973 1,478,000 1,440,000 1,507,560 (38,000) -3%
Legal Services 20,000 15,072 4,928 20,000 20,000 20,400 0%
Conservation Supplies 347,240 175,808 171,432 387,250 388,250 394,995 1,000 0%
Repairs & Maintenance - Equipment 105,250 32,194 73,056 25,000 20,000 25,500 (5,000) -20%
Safety & Compliance - 1,069 (1,069) 2,650 5,100 2,703 2,450 92%
Water Efficiency 1,883,000 1,220,697 662,303 1,850,000 1,367,000 1,856,400 (483,000) -26%
TOTAL OPERATING EXPENSES 6,501,194 4,242,690 2,258,504 6,114,817 5,619,526 6,281,334 (495,291) -8%
CHANGE IN OPERATING POSITION (1,700,590) (110,589) (1,426,706) (843,486) (883,622) -41%
CAPITAL EXPENSES
Capital Outlays 297,049 - 297,049 - - - - -
RW Retrofits 8,476 - 8,476 10,000 10,000 8,000 - 0%
AMI — Potable 3,585,501 2,979,183 606,318 3,000,000 500,000 1,000,000 (2,500,000) -83%
Supply Reliability - - - - - 600,000 - -
RWOS — System Improvements 389,913 66,859 323,054 340,000 400,000 336,000 60,000 18%
TOTAL CAPITAL EXPENSES 4,280,939 3,046,042 1,234,897 3,350,000 910,000 1,944,000 (2,440,000) -73%
PROJECTED CHANGE IN FUNDS (loss) (5,981,529) (3,156,631) (4,776,706) (1,753,486) (2,827,622) -63%

*Forecasted values based on projections developed for FY 2020-2021 Budget
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Consulting Services

Table F6 — 2: Consulting Services

FY 2021 22
DESCRIPTION Proposed Budget

FUND 6 — CONSULTING

Residential/Commercial Landscape Assessments 135,000
Large Landscape Program 75,000
Commercial Indoor Assessment Program 37,500
Customer Portal 60,000
Conservation Outreach 150,000
Form Builder 20,000
Laguna Niguel Lake Study 360,000
Smart Watershed Project 150,000
Storm Water Projects 50,000
Data Analytics 95,000
Pressure Management Pilot 75,000
Water Loss Audit 25,000
Water Efficiency Studies 125,000
Misc. Consulting Services 82,500
TOTAL FUND 6 — CONSULTING SERVICES 1,440,000

The budget presented for Fund 6 includes programs and projects continuing
the District’s success in demand management and planning for future water
reliability investments. The proposed budget for FY 2021-22 is presented in
the above table and includes the projects and programs discussed below. Due
to COVID-19 the District has been adapting in-person programs and resources
to online. This budget assumes a return to “normal operations” with an
expanded suite of in-person and virtual options available to customers for the
full year. Though District staff are confident with the assumptions used to
develop the proposed FY 2021-22 budget, all District program offerings will
be conducted within public health guidelines in response to the COVID-19.

Several of these programs are based on the final results from the UC Riverside
study and focus group meetings, which highlighted the need to simplify the
rebate process and make program participation easier for the District’s
customers. The NatureScape Turf-to-Native Garden and Smart Timer Direct
Installation programs are key outdoor water efficiency efforts that were
developed to significantly improve the customer’s program experience by
providing instant rebates and direct installation by landscape professionals;
both programs are proposed in the Water Efficiency line item in FY 2021-22.
A key priority for FY 2021-22 is to expand outreach on the District’s smart
meter upgrade, customer portal, and leak alert notifications to residential,
commercial, and irrigation customers. Other key projects include programs
and resources for commercial, irrigation, and homeowner association (HOA)
customers, including the Enterprise Portfolio View, HOA Large Landscape
Program, and annual H20 for HOAs workshop. The FY 2021-22 budget
provides funding for the District’s landscape workshops, which provides
customers with landscaping and design resources, and the form builder,
which helps streamline the application and program administration
processes.

The District will continue to grow its online programs and resources to give
customers options throughout the pandemic. The new resources will stay in
place after the pandemic is over and customers will have the options to
attend in-person events and/or use the online options when it is convenient

for them. This will include an initial increase in the budget to create these
new programs and resources. The District will also increase Social Media and
Digital Marketing to reach more customers through those media channels
and will need additional support.

Over the past five years, the District successfully implemented Advanced
Metering Infrastructure (AMI) for all 2,650 dedicated landscape meters (both
potable and recycled water), all 4,500 multi-family and commercial meters,
and approximately 26,000 of the District’s 47,000 residential meters by the
end of FY 2020-2021. Customers with smart metering technology can log into
the SEW Customer Portal and gain access to near real time water usage
information and receive alerts for potential leaks. The proposed FY 2021-22
budget for Consulting Services also includes resources for data analytics
development that leverages AMI data for operational insights and targeted
water loss efforts. For FY 2021-22, the District is looking to complete smart
meter deployment to all remaining residential customers as it finalizes Phase
Il of its smart meter program deployment.

The proposed FY 2021-22 budget also includes resources for several of the
District’s Water Reliability efforts and partnerships. In particular, the Laguna
Niguel Lake Project evaluates options for direct potable reuse, while the
Smart Watershed Projects (through MOU with the cities, County of Orange,
and neighboring agencies) seeks to leverage data-driven strategies for urban
runoff reduction and stormwater capture.

To support the District’s rebate programs and to ensure consistent program
implementation as program interest scales up and down, consultants are
utilized to mitigate the volatility and keep customer wait times low, which is
shown in the consulting support for Residential/Commercial Landscape
Assessments, Large Landscape Program, and Commercial Indoor Assessment.
With the addition of the new leak detection program, staff will work on
inspection of the 650 miles of District pipelines and service connections to
proactively find leaks. This builds on the leadership efforts by the District in
piloting projects in water loss control.
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Dues and Memberships

Table F6 — 3: Dues and Memberships

FY 2021 22
DESCRIPTION e |
FUND 6 — DISTRICT DUES & MEMBERSHIPS
California Water Efficiency Partnership (CalWEP) 3,000
ImagineH20 5,000
Industry — University Cooperative Research Centers Program (IUCRC) 50,000
Sustain SoCal 5,000
Water Research Foundation (WRF) 19,000
Water Energy Education Alliance (WEEA) 2,500
UC Davis Center for Water & Energy Efficiency 10,000
Staff Development Dues & Memberships 12,350
TOTAL FUND 6 — DISTRICT DUES & MEMBERSHIPS 106,850

The District is a statewide leader in demand management and participates in a number of memberships to support sharing the lessons learned. Additionally, these
efforts expose staff to new research and innovations from other agencies, professional organizations, and innovation startups, which help us find ways to better
serve our customers. Staff are continuously looking for ways to improve water reliability and water efficiency programs, and these memberships provide an
opportunity to continue to learn and share for the benefit of the entire community.
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Capital Program

Overview

The Moulton Niguel Water District (District) Capital
Improvement Program (CIP) outlines the projected
future capital projects for the next decade and provides
a CIP budget for the upcoming Fiscal Year (FY). The 10-
year look-ahead should best be viewed as a projection of
capital needs based on all identified projects. Many of
the identified projects are ultimately refined in scope or
deferred following additional investigations or condition
assessments. Project costs are planning estimates and
are reviewed and further refined each year. Spending
authorization is given only at the time the District’s Board
of Directors formally adopts the proposed FY budget,
and, at that time, funds are only appropriated for the FY.
Information is shown in subsequent years to provide a
snapshot of the facilities the District plans to construct or
existing infrastructure requiring replacement,
refurbishment, or potentially a condition assessment.
The District’s Board of Directors authorized the General
Manager to approve contractual expenses up to $75,000.
Contracts and agreements above that level require
specific Board of Directors action on a contract-by-
contract basis.

The CIP will be funded from five sources:

General (G) Fund 1

Water Efficiency (WE) Fund 6

Replacement and Refurbishment (R&R) Fund 7
Water Supply Reliability (WSR) Fund 12
Planning and Construction (P&C) Fund 14.

Uk wnN e

The development of the CIP is an on-going process.
Facilities that need replacement and refurbishment
(R&R) are identified through a continuous process of
inspections and assessments. In addition, staff develops
and refines annual R&R programs such as reservoir
recoating, valve replacement, pump and lift station
rehabilitation, pipeline rehabilitation and replacement,
manhole rehabilitation, meter replacement, service line
replacement, and fire hydrant replacement. Through
various planning processes staff also identifies projects
to enhance water reliability and system performance.
All the projects are compiled into one document to
provide as complete a picture as possible of projected
CIP projects. The projects are spread out over the next
ten years via a prioritization process that looks at such
factors as criticality, operational efficiency, and potential
liability. Engineering and Operations staff conduct a
series of annual budget development workshops to
individually review and discuss all on-going and new
projects based on each of these factors. These
workshops help prioritize projects within the ten-year
program and are used as a basis for selecting specific
projects for implementation in the upcoming Fiscal Year.
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10-Year Capital Improvement Program

The 10-year CIP represents potable, recycled,
wastewater, and multi-system projects that are required
to maintain and operate the District’s infrastructure.
Appendix CIP-A lists the projects in the 10-year CIP. The
budgets are planning level costs based on similar
completed projects and engineering estimates and are
refined as new information becomes available. The
planning efforts that contributed to the list of projects
include the staff knowledge of replacement, repair and
improvement needs; staff- and consultant-led planning
studies and assessments; and both local and regional
water reliability needs identified through various
planning efforts.

The 10-year CIP contains projected CIP projects totaling
$611 million for FY 2021-22 through FY 2030-31. About
22 percent (5134 million) of these projected CIP projects
are associated with the District’s participation in regional
activities such as Joint Power Authorities (JPAs). Figure
CIP - 1 shows the breakdown of costs for the 10-year CIP
between the various systems:

Regional
1.6%

Wastewater -
SOCWA
20.4%

Wastewater -
Plant 3A
7.5%

Wastewater -
Collection
18.5%

e Multi-System — projects associated with facilities
that provide benefits to the entire District such as
vehicle replacements, geographic information
systems, operational software enhancements
geographic information systems, and any project
that covers more than one system

e Potable — projects associated with rehabilitation,
replacement, and improvement of the potable water
system

e Recycled — projects associated with rehabilitation,
replacement, and improvement of the recycled
water system

e Wastewater —  projects  associated  with
rehabilitation, replacement, and improvement of the
wastewater collection system and wastewater
treatment plants including Plant 3A and facilities
operated by South Orange County Wastewater
Authority (SOCWA).

e Regional — projects in which there is more than one
agency participating, such as: Joint Regional Water
Supply System (JRWSS), Upper Oso Reservoir, Upper
Chiquita Reservoir, R6 Reservoir, Baker Pipeline, and
Baker Water Treatment Plant.

Multi-System
1.2%

Potable
45.5%

\_Recycled
5.3%

Figure CIP — 1: Distribution of the 10-Year Capital Improvement Program
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Millions

Figure CIP - 2: Proposed Budget Distribution over 10-Year Planning Horizon
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Fiscal Year 2020-21 CIP Adopted Budget

The CIP for the FY 2020-21 as adopted by the Board of Directors in June of 2020 had a budget of $67.6 million. The FY
2020-21 budget contained 86 individual projects, along with regional projects. District Engineering staff anticipates that
at fiscal year-end, 48 projects will have been completed, 20 projects will be in construction and 18 projects will be in
various stages of design. Staff estimates that by fiscal year-end, $76 million will be contracted or otherwise committed
(includes multi-year projects with expenditures beyond the end of FY 2020-21) and approximately $55 million will have

been expended. Table CIP - 1 summarizes the FY 2020-21 adopted budget.

Table CIP - 1: FY 2020-21 Adopted Capital Improvement Program Budget

ITEM/FUND

FY 2020 21
Adopted Budget ¥

General - Fund 1
Water Efficiency - Fund 6
Replacement and Refurbishment - Fund 7
SOCWA, JRWSS, SMWD, ETWD, & IRWD - Fund 7
Water Supply Reliability - Fund 12
Planning and Construction - Fund 14
Total
Projected Expenditures for FY 2020-21 @
Projected Committed Funds/Contracts

() Includes transfer between Funds 7 and 14 authorized by General Manager.

$1,690,404
$3,350,000
$19,493,605
$10,972,505
$100,000
$31,975,987

$67,582,501
$55,456,316
$75,566,779

(2 Based on actual expenditures through March 31, 2021 and projected expenditures through the end of FY 2020-21.

B) Includes multi-year projects with expenditures beyond the end of FY 2020-21.

Back to TOC | 55



Fiscal Year 2021-22 Proposed Budget

The FY 2021-22 CIP outlines $56.2 million in
appropriations to continue funding of existing projects
and provide funding for new projects. Projects carried
forward from FY 2020-21 account for about $30.5 million
of the FY 2021-22 CIP budget - $13.9 million is currently
in construction and $16.6 million is in various design
phases. Appropriations for new projects are about $11.1
million, primarily for design and bidding. Construction of
the new projects will occur during later fiscal years and is
projected in the ten-year CIP. Regional projects, totaling
$14.6 million, include projects proposed by SOCWA for
wastewater treatment; South Coast Water District
(SCWD) for JRWSS; Santa Margarita Water District
(SMWD) for jointly-owned facilities such as Upper Oso
and Upper Chiquita Reservoirs; EI Toro Water District
(ETWD) for R6 Reservoir Cover Replacement; Santiago
Aqueduct Commission (SAC) for Baker Pipeline
Relocation; and Irvine Ranch Water District (IRWD) for
Baker Water Treatment Plant. Appendix CIP-B lists the
projects proposed for the FY 2021-22 budget. These
projects are described individually in Appendix CIP-C.

Table CIP - 2 summarizes the proposed budget for each
of the various Funds while Figure CIP - 3 shows the
percentage allocation. Rehabilitation and replacement
of infrastructure generally drive budget requirements
and account for approximately 87 percent of the fiscal
year budget. This is in line with the age of the District
and its transition from growth to maintenance. Staff
expects that replacement and refurbishment activities of
the District will increase as the District’s assets reach
their useful-life expectancies and/or annual operating
costs dictate replacement. The proposed funding for
water supply reliability in the FY 2021-22 CIP budget will
support further evaluation of identified projects and
programs as considered in the District's LRWRP,
specifically further evaluation of an emergency
interconnection with Orange County Water District,
continued expansion of the recycled water system, and
on-going review of additional water reuse opportunities.
As viable projects are identified and the regulatory
picture becomes clearer, there could be a high degree of
variability in these types of projects that would be
considered and addressed as part of future budgets.

Table CIP - 3 summarizes the proposed expenditure by
system while Figure CIP - 4 displays the percentage
distribution across systems. The Wastewater and
Potable systems account for approximately 50 and 40
percent, respectively, of the fiscal year budget due in
large part to regional projects, Regional Lift Station Force
Main Replacement, Plant 3A Solids Handling Facilities
Improvements and Subsidence Mitigation, Reservoir
Management System  Replacements, 1050-Zone
Secondary Feed Pump Station and Transmission Main,
Reservoir Seismic Retrofits, Saddleback Auxiliary Pump
and Engine Replacement, as well as ongoing replacement
of valves, services lines, and meters.

Capital Financing Plan

The District maintains a capital financing plan to better
account for the difference between actual expenses and
projected costs for future capital projects. This approach
aligns with best practices to account for the unexpected
impacts to the timing of capital projects such as
condition assessments identifying assets that may have
more remaining useful life than expected or permitting
delays to ensure a more accurate projection of cash
needs for the near future. Staff meets annually to revise
these assumptions for capital spending projections
based on new asset data and current trends. This past
year saw one of the highest internal execution of capital
projects in the District’s 60-year history, with nearly 90
percent of internal project budgets projected to be
spent. However, external execution rates for projects at
regional facilities have been closer to 50 percent.
Recognizing this discrepancy, the District’s Finance and
Engineering staff have jointly developed a ten-year
capital financing plan which identifies budgeted funding
levels for next fiscal year assuming the high internal
execution rate is maintained while conservatively
assuming a medium external execution rate for projects
at regional facilities. The ten-year capital financing plan
total of $435 million is utilized in the ten-year cashflow
modeling to forecast revenue requirements in the
future.
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Table CIP - 2: Proposed Budget for FY 2021-22 by Fund

FY 2021 22
ITEM/FUND
Proposed Budget
General - Fund 1 $386,000
Water Efficiency - Fund 6 $991,250
Replacement and Refurbishment - Fund 7 $34,090,000
SOCWA, JRWSS, SMWD, ETWD, SAC, & IRWD - Fund 7 $14,561,850
Water Supply Reliability - Fund 12 $900,000
Planning and Construction - Fund 14 $5,248,594
Total FY 2021-22 Proposed Budget $56,177,694
Water Supply
Reliability - Fund 12
Water Efficiency - 1.6%
Fund 6 Planning and
1.8%
General-Fund1__— 4 Fund 14
0.7% 9.3%

SOCWA, JRWSS,
SMWD, ETWD, SAC,

& IRWD - Fund 7 Replacementand
25.9% Refurbishment -
Fund 7
60.7%

Figure CIP — 3: Percent Distribution of Proposed Budget for FY 2021-22 by Fund
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Table CIP - 3: Proposed Budget for FY 2021-22 by System

FY 2021 22
SYSTEM
Proposed Budget

Multi-System $1,806,000
Potable Water $21,435,000
Recycled Water $1,911,250
Wastewater

Collection $12,205,000

Treatment (Plant 3A) $4,258,594

Treatment (SOCWA) $12,450,591
Regional

JRWSS, Upper Oso/Upper Chiquita, R6 Reservoir, $2,111,259

Baker Pipeline, Baker WTP, etc.
Total FY 2021-22 Proposed Budget $56,177,694

Regional Multi-System

3.8% \ / 3.2%

Wastewater -
SOCWA
22.2%

Wastewater -
Plant 3A
7.6%

Wastewater
- Collection
21.7%

\Recycled

3.4%
Figure CIP — 4: Percent Distribution of Proposed Budget for FY 2021-22 by System
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Impact of Capital on Operating Budget

Some aspects of the CIP will result in impacts to the operating budget. The anticipated impacts to the operating budget
associated with the FY 2021-22 proposed CIP budget are outlined below.

Salaries:

Approximately $2.4M of staff’s salary from working on
CIP will be capitalized.

Debt/Funding:

Approximately $43.4M of eligible capital expenses are
anticipated to be funded by bond proceeds while the
remaining balance is funded by cash balance. Actual
disbursements will be based on eligible expenses.

Maintenance:

The FY 2021-22 proposed CIP budget includes 75
individual projects, in addition to regional projects. The
vast majority of these projects involve replacing existing
assets such as pipelines and related appurtenances
where the new assets are expected to result in a
negligible change to the maintenance requirements
associated with those assets. However, projects that
involve the replacement of mechanical equipment with
moving parts that are susceptible to wear such as pumps
and generators are expected to result in reduced
maintenance frequency associated with those assets.

Utilities:

Similar to maintenance impacts, the vast majority of
projects in the FY 2021-22 proposed CIP budget involve
replacing existing assets such as pipelines and related
appurtenances where the new assets are expected to
result in a negligible change to utility requirements (e.g.
electricity consumption) associated with that asset.
However, projects that involve the replacement of
mechanical equipment where the new equipment will
have a higher efficiency than the existing equipment
such as pumps and generators are expected to result in
reduced electricity consumption associated with those
assets.
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Debt Management

As the District has developed over the past 60 years,
issuing bonds has been a key strategy to expanding
infrastructure across the service area while also keeping
rates and charges affordable. Currently, the District has
a portfolio of bonds. In 2009, the District issued
Certificates of Participation to fund reliability
improvements including Upper Chiquita Reservoir,
expansion of the recycled water system, an
interconnection to Irvine Ranch Water District, and to
fund the District’s portion of the Baker Water Treatment
Plant. These projects in total increased the District’s
system reliability, or ability to maintain service in the
event of an outage at the Deimer Water Treatment Plant,
from 2 days to almost 31 days on average, when coupled
with the District’'s demand management programs.
Additionally, the District actively works with its Financial
Advisor to identify potential refunding opportunities to
make sure that the debt portfolio is at optimal interest
rates. The 2019 Revenue Bonds and 2015 Revenue bonds
were all refinanced in the last six years to save ratepayers
on debt service payments. Table Debt - 1 presents the
scheduled debt service payments for FY 2021-22 for each
of the District’s existing bonds, certificates, and loans.

The District currently holds a AAA rating from Fitch and a
AAA rating from Standard and Poor’s, which enables the
District to obtain the lowest possible rates from the
public finance markets when needing to borrow to fund
future infrastructure projects. A key component of
funding the Ten-Year Capital Improvement Program is to
issue debt to smooth out rate increases. This is also
presented in the District’s internally created LRFP which
is updated every year as part of the Budget process.
Figure Debt — 1 presents the expected debt service over
the next ten years and includes three bond issuances:
onein FY 2021-22, one in FY 2024-25, and one in FY 2027-
28. This is to maintain a consistent 4% rate increase over
the next ten years. Additionally, this strategy meets the
District’s guiding financial policies to be above a 1.75
debt service coverage ratio and meets the Reserve Policy
targets.

Table Debt — 1: Summary of Debt Service Payments for Fiscal Year 2021-22

DESCRIPTION o FY 2021 22
Principal Interest Total
2019 Certificate of Participation — Fund 73 $1,215,000 $2,105,956 $3,320,956
2019 Revenue Bonds (Refunding of 2009 COPs) — Fund 12 S - $2,430,250 $2,430,250
2015 Revenue Bonds (Refunding of 2003 COPs) — Fund 71 $2,085,000 $276,625 $2,361,625
TOTAL FY 2021-22 DEBT SERVICE EXPENSE $3,300,000 $4,812,831 $8,112,831

*The full debt service payment schedules through maturity can be found in Appendix E.
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Figure Debt — 1: Ten-Year Summary of Forecasted Debt Service

Millions Annual Debt Service by Type
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Pursuant to Section 18 of Article XVI of the California
Constitution (the “Constitutional Debt Limit”), no county,
city, town, township, board of education, or school
district may incur any indebtedness or liability for any
purpose exceeding in any year the income and revenue
provided for such a year without the consent of two-
thirds of the voters voting at an election to be held for
that purpose. Special districts, like the District, are not
subject to the Constitutional Debt Limit because they are
not one of the entities described in Section 18 of Article
XVI.

Though not subject to the Constitutional Debt Limit, as a
California water agency, the District is subject to certain
restrictions relating to its debt under the Water Code and
covenants governing its outstanding obligations relating
to the District’s ability to issue additional parity and other
lien obligations.

CALIFORNIA WATER DISTRICTS:

Revenue Bonds:

1. Discussion: Revenue bonds can be issued pursuant to
the Water Code. They are not a general debt, liability
or obligation of the district. The bonds may be
subject to call and redemption before maturity, at
the option of the district, at such price or prices as
may be fixed in the resolution, not exceeding a
premium of 6% of the par value of the revenue bonds
so subject to Redemption. Generally, revenue bonds
shall bear interest at a rate not in excess of 8% per
annum. The maturity shall not be more than 40 years
from the date of issuance.
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Procedural Requirements: An estimate must be
provided, including every expense of the district that
may be incurred for and limited to the purpose of
acquiring or constructing works for irrigation,
domestic, municipal, and industrial water supply and
more. This estimate is required by Water Code
Section 35950 to determine the amount of money
necessary to raise for the purpose for which bonds
may be issued.

Statutory Law: Water Code Sections 35950 - 36064
(relating to all bonds) and Water Code Sections
36300 - 36393 (relating to revenue bonds
specifically).

GO Bonds:

Discussion: GO bonds can be issued pursuant to the
Water Code. They constitute a general obligation of
the District. GO Bonds may not bear interest in
excess of 8% per annum. The maturity shall not be
more than 40 years from the date of issuance. Under
36252, GO bonds may be issued for the purposes of
acquiring or constructing works for irrigation,
domestic, municipal and industrial water supply and
to furnish facilities and services within or without the
district to the extent provided for in Section 35500
for the collection, treatment and disposal of sewage,
waste and storm water including the acquisition of
necessary property for these works, acquiring funds
to fulfill contractual commitments to carry out the
powers and purposes of the district contained in
contracts with other agencies, acquiring all or part of
the operating funds for the district, the total amount
of such funds so acquired not to exceed at any time
an amount equal to the total operating costs of the
district for a two-year period as estimated by its
board, acquiring any property necessary for the
purposes of the district, and otherwise carrying out
the provisions of this division.

Procedural Requirements: If a general obligation
bond issue is contemplated, there shall be included
in the estimate required by Section 35950 every
expense of the district that it is probable will be
incurred and become payable before the expiration
of one year from the completion of the irrigation
works, including the interest on any bonds of the
district due and payable prior to that date, for which
the money of the district then in the treasury or

thereafter to be received from an assessment
previously levied is inadequate.

Statutory Law: Water Code Sections 35160 - 36215;
36251- 36262

Short Term Borrowings:

Discussion: A district may borrow money/incur
indebtedness evidenced by warrants or negotiable
notes by action of board without holding an election
(except as provided in section 36402.1) for any
purpose for which the district is authorized to
expend funds, including provisions for payment of
current  expenses of the district and
funding/refunding of outstanding  warrants.
Indebtedness must be evidenced by warrants or
negotiable notes of district payable at stated times
fixed by the board and bearing interest at a rate not
exceeding 8% per annum, payable annually or
semiannually. This debt must be paid back within five
years (pursuant to section 36407.1)

36402.1 states that no warrants or negotiable notes
issued pursuant to the code shall be valid unless their
issuance is authorized by a majority of the voters
voting at an election called by the board, except as
provided in 36407.1 (warrants/negotiable notes
payable in five years or less from date of issuance
may be issued without approval of voters and shall
constitute obligations of the district payable from
annual max property tax rates contained in Rev and
Taxation Code).

Warrants or negotiable notes payable at a future
date or time may also be issued to obtain funds or
property for any lawful purpose of the district;
provided, the total amount of the warrants or
negotiable notes payable in any one year shall not
exceed one-fourth of one percent of the total
valuation of the land in the district according to the
last equalized assessment roll.

A district may additionally borrow money in
anticipation of, but not in excess of the principal

amount of, bonds authorized but not yet issued.

Procedural Requirements: Specified in sections
36403 - 35407 of the Water Code.
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3. Statutory Law: Water Code Sections 36400 - 36509.

Lease and Installment Sale Financing:

1. Discussion: By statute, a district may acquire by
purchase, condemnation, or other legal means all
property or rights in property necessary or proper for
the district works and to supply the land with
sufficient water for all district purposes. A district
may also lease, sell or contract for the sale of any
property of the district whenever it may be
necessary or for the best interests of the district.

2. Procedural Requirements: None specified.

3. Statutory Law: Water Code Sections 35600 - 35604.

SUMMARY OF COVENANTS GOVERNING FUTURE DEBT
ISSUANCES:

2015 Refunding Bonds

SECTION 3.05. Issuance of Parity Obligations.

(a) No Superior Obligations. In order to further protect
the availability of Net Revenues and the security for
the Bonds and Parity Obligations, the District hereby
agrees that the District shall not, so long as any
Bonds or Parity Obligations are outstanding, issue or
incur any obligations payable from the Net Revenues
which are superior to the Bonds or Parity
Obligations.

(b) Issuance of Parity Obligations. The District further
covenants that, except for obligations issued or
incurred to refund the Bonds, or to otherwise prepay
or refund Parity Obligations which are presently
outstanding, District shall not issue or incur any
Additional Obligations unless, except as set forth in
Section 3.07 below:

(i) The District is not in default under the terms
of this Indenture or outstanding Parity
Obligation Instruments;

(i) Either (A) the Net Revenues, as shown by the
books and records of the District for the
latest Fiscal Year or for any 12 consecutive
month period within the last complete 18-

month period ended not more than one
month before the issuance of or incurrence
of such Additional Obligations, as set forth in
a certificate of an Independent Consultant or
(B) the estimated Net Revenues for the first
complete Fiscal Year when the
improvements to the water, recycled water
or sewer system financed with the proceeds
of the Additional Obligations shall be in
operation, as estimated by and set forth in a
certificate of an Independent Consultant,
plus, at the option of the District, any or all
of the items set forth hereinafter in this
covenant designated under subsection (c)
below, shall have amounted to not less than
1.10 times Maximum Annual Debt Service in
any Fiscal Year thereafter; and

(c) Adjustments to Net Revenues. For purposes of the

calculations required in (b)(ii) above, Net Revenues
may be adjusted to include:

(i) the estimated annual amount expected to
be received from any increase in District
rates or charges, calculated on the basis of
any percentage or dollar increase authorized
by the Board of Directors either during or
subsequent to the reporting period, but in
no event later than the date of the Parity
Obligation Instrument authorizing the
Additional Obligations for which the
calculation is made; and

(ii) to the extent not included in (c)(i), an
amount equal to 75% of the anticipated Net
Revenues expected to be derived from each
addition, betterment, extension or
improvement to the water, recycled water
or sewer system which may be acquired or
constructed from proceeds of the Additional
Obligations for which the calculation is
made. Such estimates are required to be
based upon rates and charges which are in
effect on or prior to the date of the Parity
Obligation Instrument authorizing the
Additional Obligations for which the
calculation is made.
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(d) Credit For Certain Funds. For purposes of the

calculations required in (b)(ii) above, Maximum
Annual Debt Service shall exclude: (i) amounts on
deposit in the Debt Service Fund under this
Indenture and debt service funds created under
Parity Debt Instruments for Parity Obligations; and
(ii) amounts on deposit in any debt service funds
created under Governmental Loan Instruments for
Governmental Loans.

SECTION 3.06. Government Loans; Limitations on
Additional Governmental Loans.

(a) Additional Governmental Loans. The District

covenants that, except for obligations issued or
incurred to prepay or refund Governmental Loans
which are presently outstanding, the District shall
not issue or incur any Additional Governmental
Loans unless:

(i) The District is not in default under the terms
of this Indenture or outstanding
Governmental Loan Instruments;

(ii) Either (A) the Governmental Loans Pledged
Revenues, as shown by the books and
records of District for the latest Fiscal Year or
for any 12 consecutive month period within
the last complete 18-month period ended
not more than one month before the
issuance of or incurrence of such Additional
Governmental Loan, as set forth in a
certificate of an Independent Consultant, or
(B) the estimated Governmental Loans
Pledged Revenues for the first complete
Fiscal Year when the improvements to the
water, recycled water or sewer system
financed with the proceeds of the Additional
Governmental Loan shall be in operation, as
estimated by and set forth in a certificate of
an Independent Consultant, plus, at the
option of the District, any or all of the items
set forth hereinafter in this covenant
designated under subsection (c) below, shall
have amounted to not less than 1.10 times

Maximum Annual Debt Service in any Fiscal
Year thereafter.

(b) Adjustments to Governmental Loan Pledged

Revenues. For purposes of the calculations required
in (b)(ii) above, Governmental Loan Pledged
Revenues may be adjusted to include:

(i) the estimated annual amount expected to
be received from any increase in District
rates or charges, calculated on the basis of
any percentage or dollar increase authorized
by the Board of Directors either during or
subsequent to the reporting period, but in
no event later than the date of the
Governmental Loan Instrument authorizing
the Additional Governmental Loan for which
the calculation is made; and

(ii) to the extent not included in (b)(i), an
amount equal to 75% of the anticipated
Governmental Loan Pledged Revenues
expected to be derived from each addition,
betterment, extension or improvement to
the water, recycled water or sewer system
which may be acquired or constructed from
proceeds of the Additional Governmental
Loan for which the calculation is made. Such
estimates are required to be based upon
rates and charges which are in effect on or
prior to the date of the Governmental Loan
Instrument authorizing the Additional
Governmental Loan for which the
calculation is made.

(c) Credit For Certain Funds. For purposes of the

calculations required in (a)(ii) above, Maximum
Annual Debt Service shall exclude: (i) amounts on
deposit in any debt service funds created under
Governmental Loan Instruments for Governmental
Loans; and (ii) amounts on deposit in the Installment
Payment Fund under the Trust Indenture and debt
service funds created under Parity Debt Instruments
for Parity Obligation
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Authorized Positions

The District prides itself on cross-departmental collaboration and each employee is taught to be a Moulton H.E.R.O. which
stands for Honesty, Effort, Respect and One team. These guiding principles create a number of operational efficiencies as
crews and departments cross-train, share resources and provide support to one another.

Table DI — 1: Trend of Position Count by Division

Divisions FY20 FY21 FY22
Board of Directors 7 7 7
Administration 18 19 19
Engineering 35 36 36
Financial Planning & Innovation 18 19 21
Accounting & Purchasing 8 8 8
Operations 70 71 72
Water Resources & Efficiency 9 10 11

District Department Totals 165 170 174

Figure DI —1: Trend of Position Count by Division
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Board of Directors

The District’s elected Board of Directors is dedicated to
providing our community with safe and reliable water
services and wastewater treatment, along with the latest
water efficiency and conservation programs. The Board
of Directors is responsible for providing policy guidance
to meet the District’s mission and provide a forum for
stakeholders to provide input. The Board actively
encourages the local community to participate in the
ongoing conversation about water policy and programs
in our area.

Policy-making and legislative authority are vested with
the Board. The Board has the authority to set rates and
charges for water, recycled water, and wastewater
services. The Board is responsible for, among other
things, setting policies governing the operation of the
District, adopting the budget, appointing committees,
and hiring the General Manager. The General Manager is
responsible for carrying out the policies of the Board, for
overseeing the day-to-day operations of the District, and
for hiring staff for the various divisions (e.g.,
Finance/Planning, Human Resources, Engineering, and
Operations).

Figure DI — 3: Board of Directors’ President and Vice Presidents

President Brian S. Probolsky has served on the Board since 2008. Under his leadership, the
District continues to provide its customers with safe and reliable water service at the lowest
average monthly bill in South Orange County.

Vice President Duane D. Cave joined the Board in 2014. In his capacity as chair of the
Board s Technical Committee, Mr. Cave has worked to build a robust infrastructure, approve
balanced budgets, and maintain prudent emergency reserves. He serves as a delegate for

the San Juan Basin Authority.

Vice President Donald R. Froelich has served on the Board since 2008. During his previous
term as president of the Board, Mr. Froelich helped develop the District’s ten year capital
improvement plan, investing millions of dollars into upgrading Moulton Niguel’s extensive
water infrastructure system.
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Figure DI —4: Board of Directors

Director Richard S. Dick Fiore was first elected to the Board in 1977. Mr. Fiore has held
numerous leadership positions at Moulton Niguel, including serving as President of the
Moulton Niguel Board of Directors and Chairman of the District’s Finance, Legal,
Engineering, Outreach, and Community Relations committees. He currently chairs the
Administrative Committee.

Director William Bill Moorhead serves as an elected Director of the Moulton Niguel Water
District and was first elected to the Board in 2018. Mr. Moorhead serves as Moulton
Niguel’s representative on the South Orange County Watershed Management Area
(SOCWMA) and an alternate for the California Association of Sanitation Agencies (CASA).

Director Sherry Wanninger serves as an elected Director of the Moulton Niguel Water
District. Elected to her first term in 2020, Ms. Wanninger believes in prioritizing long term
water resiliency to build on the District’s success at delivering safe, reliable and affordable
water services. A Certified Professional Contract Manager, Director Wanninger has
experience negotiating and managing multi million dollar contracts and preparing budgets,
forecasts, long range plans, and capital reviews.

Director Diane Rifkin serves as a Director of the Moulton Niguel Water District. On the
strength of her impressive professional background, interest in local water and
infrastructure issues, and long term community service and leadership in the District, she
was appointed unanimously by her colleagues on January 14th, 2021 to a vacant seat on the
Board of Directors.
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Table DI —2: Trend of Position Count in Administration Division
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The Administration Division is responsible for the overall day-to-day management and support of the District. Therefore,
the division is comprised of three departments: (1) General Manager’s Office, (2) Human Resources, and (3) Information

Technology.

General Manager’s Office

The General Manager’s Office oversees and provides
administrative support for the other Divisions and
Departments in the District. In addition, the department
supports the Board of Directors (posting meeting
notices/agendas, conducting Board and Committee
meetings, etc.) and assures that Board policies,
resolutions, and ordinances are properly administered.
The General Manager’s office is also responsible for
public outreach, internal and external communications
activities, governmental affairs, and intergovernmental
relations.

Government Affairs expand the District’s engagement
and influence on local, county, state, and federal issues
associated with water, wastewater, and recycled water.
The District engages with relevant stakeholders,
including elected officials and agency staff, to advance
District priorities and projects.

We wouldn't be the #1 Top
Workplace in Orange County
and the #5 Top Workplace in

the USA without each and every
one of our dedicated employees.

Every day, our employees live
the values of honesty, effort, and
respect as we work together as
one team.

Joone Lopez
General Manager

Human Resources

The Human Resources Department strives to maintain
strong employee morale and enhance organizational
performance through recruiting top talent personnel,
enhancing existing labor force’s skillsets, complying with
all labor regulations, and enforcing District labor policies
and Memorandum of Understandings.

Information Technology

The Information Technology Department supports
District strategic business requirements by providing
technology services. The department is responsible for
managing all technology assets including SCADA,
telecommunications, mobile communications, hardware
and infrastructure, and software applications. In
addition, I.T. also manages all cloud services including
applications, data storage and backup, and integration
with third party service providers.

The department implements and maintain software
applications and related processes to ensure current and
future business needs and regulatory compliance
obligations are met while protecting the District’s
information assets.
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\“ MOULTON NIGUEL WATER DISTRICT
moulton niguel - NAMED #5 TOP WORKPLACE IN THE USA!

water district

TOP TOP TOP Tor TOP TOP
WORK WORK WORK PLACES WORK .
umuz:ﬁs rLACﬁs n;gs 2021 PLACES WORK THE ORANGE COUNTY
ol MBIy REGISTER
M -2020
INNOVATION COMMUNICATION TOﬂRS LEADERS 2017-202 Moulton Niguel Water District

is a 2020 Top Workplace!
4 Years Running

The District is honored to be named the #1 Top Workplace in Orange County by the Orange County Register in 2020! In
addition, the District has been honored with the 2021 Top Workplace USA award. The District was ranked as the #5 overall
Top Workplace in the USA for employers with 150-499 employees as well as third in the innovation category. Even during
this global pandemic, under the Board’s leadership, the District have been resilient and innovative in delivering safe, clean
water to the communities it serves and keeping the employees and customers safe. The District is proud to serve today,
tomorrow, and for years to come.
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ENGINEERING




Table DI — 3: Trend of Position Count in Engineering Division

FY20 Fy21 FY22 Changes/Trends

Engineering Administrative Services

Engineering & Inspection Services

Transferred 1 to
RW Inspector

25 26 26
Wastewater Treatment Plant Operations

6 6 6
Total Engineering Personnel 35 36 36
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The Engineering Division consists of the Engineering Administrative Services (including Contracts Management) that
supports the Engineering & Inspection Services and Wastewater Treatment Plant Operations departments. The
Engineering Division manages the day-to-day implementation of the District’s 10-Year Capital Improvement Program and
works collaboratively with the Financial Planning & Innovation group in the Development of the CIP Budget.

Engineering & Inspection Services

This department provides project management and
engineering leadership related to executing the District’s
Capital Improvement Program (i.e. facilities that are
planned, designed, constructed, and funded by the
District).

The department executes permits for customers and
private development projects, assuring that all new and
existing development projects meet current District
Standards - including applications for service, site plan
checks, hydraulic analysis for project demands and fire
flow analysis, securing of easements, collection of
District charges and fees, reviewing of engineer’s
estimates, securing of insurance and bonding, projecting
10-year demand growth and fee collection, establishing
construction meter accounts, managing the Fats Qils and
Grease program, and issuing Will Serve Letters to the city
Community Development departments.

The GIS/Mapping sector provide GIS services, including
asset management, data updates, exhibit creation,
spatial analysis supporting engineering/operations
business decisions, technical reporting support (Urban
Water Management Plan, System Planning, Water
Reliability Studies, etc.), field GIS applications to support
field workflows and data collection (Underground
Service Alert response, Valve Exercising, Sewer Line
Cleaning), management of linkages and synchronization
processes between the GIS and other District business
systems, and sectional map book generation. Selection,
installation, configuration, and support of related
applications to support the workflows above.

Engineering also provides Document Management for
Engineering and Operations, including archival scanning
of all Capital Improvement and Private Development
project documents (Agreements, Easements, Record
Drawings, Communications, Technical Studies, etc.),
indexing of these same documents for retrieval through
document management software, assisting in document

retrieval, fulfilling internal and external document
requests, publishing/distributing sectional books,
processing of staff redlines, and tracking of bond
releases.

Lastly, the department implements and manages the
District’s Pretreatment and Source Control Program and
the Cell Site Program.

Wastewater Treatment Plant Operations

This department successfully operates and maintains
Plant 3A facilities while protecting the public health,
environment, and remaining in compliance with
regulatory and public health agencies. Staff facilitates all
capital work in delivering District objectives and
regulatory performance standards. In addition, staff
performs sampling, monitoring, and testing of
wastewater treatment processes and responds to
treatment plant upsets and emergency situations.

This group also optimized operational performance and
efficiency of Plant 3A including the disposal of solid
waste in an environmentally safe manner while
minimizing nuisance of odors.
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ACCOMPLISHMENTS of FY 2020-21

As of 2/1/21, completed 169 documents
(agreements/task orders/amendments) support of
the District and implemented DocuSign with 250+
documents signed so far, a majority within 24-hours.
Complete implementation of Docutrax for insurance
document tracking.

Updated language to purchase order terms and
conditions, including language covering insurance
requirements, indemnification, and public works.
Updated public works contract front end documents
in coordination with the Engineering Department
and Legal Counsel.

CIP execution through FY 2020-21 Quarter 2 is
approximately 40%. This is the highest Quarter 2
expended in terms of both % and dollars in the
history of the District.

Continued to develop and advance a comprehensive
capital improvement program for the Plant 3A
Wastewater Treatment Plant.

Continued to perform analyses and coordinate with
potential partnering agencies for the proposed
South County Pipeline Takeout Facility.

Completed Pipeline Replacement at I-5 and Oso
Creek (microtunnel) project.

Completed Reservoir Management Systems Phase 2
project.

Completed construction of the Plant 2A Upgrades
projects.

Completed Collection System Inflow and Infiltration
Assessment Phase 2.

Completed design of Regional Lift Station Force Main
Replacement project.

Completed several key studies associated with major
planned lift station rehabilitation and replacement
projects.

Completed preparations and issued solicitations for
the planned Eastern Transmission Main Condition
Assessment.

Commenced design of the Plant 3A Solids Handling
Facilities Improvements project.

Commenced design of the Crown Valley Pipeline
Replacement project, consisting of the Lower Salada
Lift Station Force Main Replacement, Crown Valley
Parkway Transmission Main Lower Reach

Replacement, and |.D. No. 1 Master Meter
Replacement.

Awarded approximately $2.8M in grant funding from
Cal OES for PW Steel Reservoir Seismic Retrofits
project.

Developed GlS-centric software applications to
support District crews with leak detection and fire
hydrant  maintenance; supported additional
enhancements on the software application to
support water loss tracking.

Supported asset management initiatives, including
implementation of a new Computerized
Maintenance Management System (CMMS), and
management of the potable, recycled and
wastewater main repair and replacement
prioritization tool.

Continued to systematically upgrade existing
facilities to current standards through the Will Serve
Letter program (91 Will Serve Letters issued).
Processed significant Private Development Projects
throughout the year, including the new commercial
property at Alicia and Bentley in Laguna Hills.
Coordinated multiple Public Agency projects through
District permitting, including: the Caltrans I-5 phased
widening projects and the City of Laguna Niguel
Crown Valley Parkway widening project.

Continued to work on the digitization of easement
areas in the GIS, and link easement documents in the
GIS to increase accessibility of these legal
documents.

Developed an exhibit for the display of multi-agency
owned facilities, depicting facility ownership,
capacity ownership, and maintenance
responsibilities.

Managed the hydraulic modeling function of the
District, including the receipt and evaluation of a new
potable water hydraulic model from the UC Davis
Energy Project, and upgrading our software to the
new Innovyze InfoWater Pro platform.

Completed testing of 5,400 backflow prevention
assemblies that protect the District’s water system
from potential contamination.

Successfully inspected over 311 recycled water use
sites and replaced over 346 deteriorated recycled
water signs.
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GOALS for FY 2021-22

Continue high rate of execution of the District’s
Capital Improvement Program.

Continue to support implementation of CMMS/Asset
Management.

Continue to support leak detection program to
reduce real system water losses.

Continue planning and support for wastewater
treatment plants.

Continue CIP planning at Plant 3A, including
potential expansion of Plant 3A Advanced Water
Treatment Facility.

Continue support for operation and maintenance
activities at Plant 3A and throughout the District.
Continue pursuit of grant opportunities, including for
Regional Lift Station Force Main Replacement
project.

Substantially complete the MNWD Reuse and
Reservoir Conversion Study at Laguna Niguel Lake.
Complete Eastern Transmission Main Condition
Assessment.

Complete assessment of recycled water supply
meters to determine necessary scope and cost to
upgrade the meters to utilize automated metering
infrastructure (AMI).

Complete Collection System Inflow and Infiltration
Assessment Phase 3.

Complete Fire Risk Assessment Phase 1, focusing on
closed zone pump stations and major lift stations.
Advance Plant 3A Solids Handling Facilities
Improvements project to construction.

Commence construction of the Regional Lift Station
Force Main Replacement project.

Commence construction of the Reservoir
Management Systems Phase 3 project.

Evaluate asset management tools within the new
CMMS.

Develop new GIS viewer functionality: water outage
tracing, sewer main upstream/ downstream tracing,
backflow and grease interceptor data linkages.

Advance the electronic water outage notification
project.

Develop processes to allow for multiple record
drawing callouts per asset in the GIS; Determine
record drawings that are not yet linked to GIS and
correct as appropriate.

Develop an interactive GIS map for the multi-agency
owned facilities exhibit and relevant in