x> MEMORANDUM

TO: SLDMWA Board of Directors, Alternates

FROM: Frances Mizuno, Assistant Executive Director

DATE: January 10, 2019

RE: Approval of FY 2020 and Preliminary FY 2021 O&M Budget
BACKGROUND

Staff prepared the proposed FY 2020 and Preliminary FY 21 O&M Budget based on the goal of
operating and maintaining facilities in a cost effective manner to ensure for long-term reliability.
On October 22, 2018, the O&M Technical Committee (O&MT) reviewed the budget in detail and
approved it for recommendation to the Finance and Administration Committee (FAC). On
November 5, 2018, the FAC reviewed and approved the proposed budget for recommendation
to the Board of Directors. The proposed budget was subsequently presented and reviewed with
the Board at the December 6, 2018 Board of Director meeting.

ISSUE FOR DECISION

Whether the Board should accept the recommendations by the O&MT and FAC to approve the
proposed FY 20 and Preliminary 21 O&M Budget with the following changes:

1. Removal of the new IT Technician position and instead including $84,000 for Professional
Service to provide the necessary IT support.

2. Increase the salary allocation of the Executive Director and General Counsel to the O&M
Budget from 14% to 25%.

RECOMMENDATION

We recommend the Board approve the FY 20 and Preliminary FY21 O&M budget with the
changes stated above and a 3% salary adjustment for all positons with the exception of the
Executive Director and General Counsel.

ANALYSIS
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The Authority salary policy adopted in 2004 and amended in 2006 provides for salary
adjustments based on salary surveys every three years and the in-between years based on
Consumer Price Index (CPI) for Pacific Cities (West with less than 2,500,000 Population). The
recommended salary adjustment for FY20 is in accordance with the Authority’s policy and is
based on the average of the August- November 2018 CPI which is 2.95%. The proposed budget
includes a 3% across the board adjustment for all positons with the exception of the Executive
Director and General Counsel position as the salaries for these positions were approved by the
Board at the December 6 Board meeting.

The proposed budget also includes two new positions

e Custodian, Los Banos (Los Banos Administration Office, Los Banos Field Office, and
O’Neill Plant)
e Apprentice Control Operator, Tracy Field Office

The proposed FY20 total O&M Budget is $21,578,488 compared to the FY19 budget of
$21,863,284, for an overall decrease of 1.30%. Total self-funded portion paid by the water
users is $20,992,441 which is a decrease of 1.64% from the FY19 budget. The RO&M portion
of the budget increased by 5.62%. The EO&M portion of the budget decreased by 17.75%.
The Capital Improvement Project (CIP) decreased by 7.63%.

Adjusted Routine O&M (RO&M) Budget increase of 4.69% or $607.7K

Parts, Materials and Services (5241.6K increase)
e Small Tools decreased $2.5K.
- Budget was increased for FY19 for the purchase of tools for the DCI Plant. FY
20 budget is only for routine small tool replacements.
e Engineering Consultant increased $64K.

S40K each or the Jones Pumping Plant and O’Neill Plant for Electrical and
Mechanical Engineering Consulting Services (S80K total) to supplement in-house
staff to accommodate for anticipated increase in electrical and mechanical
engineering requirements for R, O&M and E, O&M projects.

- $16K decrease for USBR Engineering Support required in FY19 for R, O&M

inspection costs.
e Auditing increased $25.8K
- Two scheduled for FY20; increase for potential outside assistance for audit
preparation.
e Other Professional Services increased $10.3K.

- Increase for Aquatic Pesticide Permitting for hyacinth and water primrose

spraying in the lower DMC.

e Conference & Training Costs increased S50K.
Many new employees therefore need to provide additional training
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- Protective Relay training- $20K
- Executive Director training- $2.5K
- ACWA Conference-Director of Finance- $1.5K
- New Hydro-Tech Il training- $5K
- OSHA 5-year Crane Certification- $20K
Travel increased $18.8K
- Travel related to increased training.
Rents/Leases — Vehicles/Construction Equipment decreased S40K.
- Anticipate purchase of long-reach excavator but will need funding for partial
year rental until delivery of new excavator is received.
- Decrease due to completion of gravelling of DMC unpaved road project.
Parts and materials increased overall by $17K.
- Increase of $20K for O’Neill Plant breaker replacement (see special
project justification)
Outside Services for Buildings/grounds/machinery/equipment increased overall by S30K
- $20K increase for DCI Switchyard testing services (Transformer and SF-6 yard
breaker testing)
- $15.5K increase for repairs to JPP 80-ton air conditioner or reinstallation of
swamp cooling system (options currently being addressed)
Sand, Backfill & Rock decreased $15.5K
- Decrease due to completion of the gravelling of unpaved road project.
Chemicals increased $25K
- Aquatic herbicide for hyacinth and water primrose in the lower DMC.
Due to the reallocation from 22.39% to 84% of the adjusted Administration Budget to
O&M, increases occurred in the following accounts:
- Office Services & Supplies
- Mailing Costs
- Janitorial Supplies & Services
- Rents/Leases — Office Machinery & Equipment
- Employee & Group Meetings
- Rents/Leases — Land & Buildings
- Telephone Expenses
- Energy

Insurance Premiums and Fees

No significant change

Equipment/Capital Asset Purchases

No significant change

Indirect Charges

No significant change

Extra-Ordinary O&M (EO&M)
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EO&M projects budget decreased by -18.04%, approximately $590K. The in-house
labor/benefits associated with the EO&M Projects decreased by $65k.

Capital Improvement Projects (CIP)
CIP Project budget decreased by -7.63% ($430,856). CIP in-house labor decreased by $373,116.

EXHIBITS

1. FY10 Approved, Proposed FY20 & Preliminary FY2021 Total Budget Summary
2. FY 19 vs FY 20 Budget Comparison Worksheet
3. New position justifications



SAN LUIS & DELTA-MENDOTA WATER AUTHORITY
Revised: 1/4/2019

FY2019 APPROVED, PROPOSED FY2020 & Preliminary FY2021 TOTAL BUDGET SUMMARY

Option 2

Approved Proposed * % Change  Preliminary % Change
O&M Budget Summary FY19 Budget FY20 Budget 19-20 FY21 Budget 20-21
Routine O&M (Water Users) $ 12,423,492 | $ 13,086,535 5.34% $ 13,002,473 -0.64%
USBR Funded O&M $ 521,811 | $ 586,047 | 12.31% |$ 564,247 -3.72%

(Service Contract)

&

TOTAL 12945303 | $ 13,672,581 5.62% $ 13,566,720 -0.77%

Extraordinary O&M (Water Users) $ 3,273,925 | $ 2,692,707 | -17.75% | $ 4,620,803 71.60%

Capital Improvements Projects $ 5,644,056 | $ 5,213,200 -7.63% $ 5,375,200 3.11%
CALFED Water Efficiency Grant Funds
(USBR Reimbursed)/ $ - $ - 0.00% $ - 0.00%
Participatory Grants
TOTAL $ 21,863,284 | $ 21,578,488 -1.30% $ 23,562,723 9.20%
Total Self Funded Budget
(Water Users, BOR Repayment Contract) $ 21,341,472 | $ 20,992,441 -1.64% $ 22,998,476 9.56%

I:\FIN_Reports\Finance_SS\Budget DMC\Budget_DMC\Budget2020-2021\Total Comparative Page



Revised: 1/4/19

COLUMN A B C CvsB
SLDMWA ANNUAL BUDGET 2018 2019 2020 COMMENTS - 2020
ROUTINE O&M BUDGET FY20 Unaudited APPROVED PROPOSED
SELF-FUNDED & USBR - FUNDED O&M ONLY ACTUAL BUDGET BUDGET A comment is necessary for any variance greater than 5%, except all payroll
related changes.
SUMMARY (no EO&M & CIP) FY18 FY19 FY20
Proposed Budget

5101|Salaries $5,506,309 $6,387,878 $6,727,822 5.32%
5102|Overtime $257,919 $111,759 $183,724 64.39%
5103|Salary Adjustments $0 $0 $0 0.00%
5104 |Vacation Expense $423,642 $426,067 $451,663 6.01%
5105|Sick Time $287,716 $219,978 $234,876 6.77%
5107 |Holiday Pay $231,689 $261,478 $278,771 6.61%
5108 |Sick Cash Out Expense $76,907 $43,827 $50,000 14.08%
5121|Payroll Taxes $118,445 $132,782 $110,379 -16.87%
5131 |Retirement 401/457 SLDMWA Contr $795,839 $939,573 $759,780 -19.14%
5141 |Health Insurance - SLDMWA Contr $1,694,501 $1,870,878 $1,828,813 -2.25%
5145|Workers Compensation Insurance $286,157 $402,160 $335,731 -16.52%

Subtotal Salaries & Employee Benefits $9,679,123 $10,796,381 $10,961,559 1.53%
5210|Office Services & Supplies $24,696 $37,470 $61,150 63.20% |Reallocation from 22.39% to 84% of adjusted Administration budget to O&M
5211 |Mailing Costs $1,526 $2,570 $5,620 118.72%|Reallocation from 22.39% to 84% of adjusted Administration budget to O&M
5216|Small Tools $28,677 $27,100 $24,600 -9.23%|Increased in FY19 for purchase of tools for DCI Plant
5221 |Clothing, Personal Equip/Laundry Srvcs $25,795 $28,900 $24,900 -13.84%|Increased in FY19 for arc flash clothing requirements
5226 |Janitorial Supplies & Services $44,758 $48,187 $51,550 6.98% |Reallocation from 22.39% to 84% of adjusted Administration budget to O&M
5227 |Engineering Consultant $0 $51,000 $115,000 125.49% |Elec and Mech Engineering services for JPP & OPP R, O&M and E, O&M requirements
5228 |Auditing $45,713 $63,000 $88,800 40.95% | Two audits scheduled for FY20. Increase for potential outside assistance for audit prep
5229 Legal $66,344 $107,440 $80,000 -25.54%]|No longer require the services of Linneman and Associates
5231|0Other Professional Services $47,494 $102,500 $237,300 131.51%/|Increase for aquatic pesticide permitting for hyacinth and primrose on lower DMC
5236 |Security Services/Systems $120 $0 $0 0.00%
5237|Fees & Licenses $11,533 $10,670 $11,820 10.78%|Increase $1k to match actual expendiatures for Transportation Permits
5241 |Other Services & Expenses $178,164 $204,315 $199,193 -2.51%
5243 |Computer Software $12,452 $19,250 $18,050 -6.23%
5245| Contract Labor $0 $0 $0 0.00%
5246 |Rents/Leases - Ofc. Machinery & Equipment $326 $627 $2,940 368.96% |Reallocation from 22.39% to 84% of adjusted Administration budget to O&M
5247 |Organizational Membership Dues $21,905 $21,850 $22,350 2.29%
5251 |Professional Organization Dues $772 $800 $1,030 28.75%
5256|Conference & Training Costs $34,633 $53,774 $101,175 88.15% | Protective relay training, 5-year OSHA crane certification training
5261|Travel $42,044 $66,039 $74,850 13.34%|Related to increased training
5271 |Employee & Group Meetings $13,167 $14,191 $20,340 43.33% |Reallocation from 22.39% to 84% of adjusted Administration budget to O&M
5286 |Parts/Materials - Vehicle/Constrct Equip $52,795 $80,034 $80,000 -0.04%
5288/ Petroleum, Oil & Lubricants $174,392 $229,287 $226,570 -1.19%
5291 |Outside Services - Vehicle/Constrct Equip $66,346 $58,095 $58,050 -0.08%
5296|Rents/Leases - Vehicle/Constrct Equip $48,501 $80,000 $40,000 -50.00% | Potential purchase of long-reach (partial year). Completed special proj. gravel roads
5301 |Parts & Materials - Bldg/Grnds/Mach/Equip $330,382 $354,422 $371,384 4.79%|O'Neill Plant breaker replacement (special project)
5311|Outside Services - Bldg/Grnds/Mach/Equip $128,814 $210,100 $240,100 14.28%]| DCI switchyard testing services. JPP air-conditioning service or swamp cooler install
5316 |Rents/Leases - Land & Buildings $74,450 $71,788 $108,654 51.35% |Reallocation from 22.39% to 84% of adjusted Administration budget to O&M
5331|Pipe, Metal & Treatments $21,049 $43,000 $43,000 0.00%
5341 (Sand, Backfill & Rock $5,412 $30,000 $14,500 -51.67%|Completion of gravelling unpaved roads (special project)
5351|Concrete & Paving Material $11,783 $18,000 $20,000 11.11%|Increase for DMC stair replacements
5361 |Chemicals $128,214 $107,400 $132,400 23.28%|Increase for aquatic herbacide on lower DMC for hyacinth and water primrose
5372 |Telephone Expenses $50,010 $64,355 $84,733 31.67% |Reallocation from 22.39% to 84% of adjusted Administration budget to O&M
5373 |Energy $52,419 $68,378 $72,620 6.20% |Reallocation from 22.39% to 84% of adjusted Administration budget to O&M
5374 |Radio Communications $0 $0 $0 0.00%
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Revised: 1/4/19

COLUMN A B C CvsB
SLDMWA ANNUAL BUDGET 2018 2019 2020 COMMENTS - 2020
ROUTINE O&M BUDGET FY20 Unaudited APPROVED PROPOSED
SELF-FUNDED & USBR - FUNDED O&M ONLY ACTUAL BUDGET BUDGET A comment is necessary for any variance greater than 5%, except all payroll
related changes.
SUMMARY (no EO&M & CIP) FY18 FY19 FY20
Proposed Budget
5375|Network Communications $44,754 $58,190 $60,756 4.41%
5376 |Hazardous Waste Disposal $10,639 $19,300 $22,100 14.51%|Increase to match actual expendiatures
5377 |Disposal Expense $26,681 $26,957 $29,620 9.88%|Increase to match actual expendiatures
Subtotal Services & Supplies $1,826,760 $2,378,990 $2,745,155 15.39%
5401 |Insurance Premiums & Fees $200,124 $199,905 $198,522 -0.69%
Subtotal Other Charges $200,124 $199,905 $198,522 -0.69%
5521|New/Replacement Equipment & Furniture $42,704 $41,424 $48,140 16.21%]|O'Neill Plant Battery Room air conditioner (See equipment justification)
5523 |Computer Hardware $5,739 $8,400 $9,800 16.67%|Increase for potential additional positions
5526|Water Meters $2,902 $18,000 $18,000 0.00%
5541|Automotive & Light Trucks $0 $0 $0 0.00%
5544 |Heavy Equipment $0 $0 $0 0.00%
5561 |Construction Equipment/Payment $0 $0 $0 0.00%
Subtotal Capital Assets $51,345 $67,824 $75,940 11.97%
TOTAL ROUTINE O&M BUDGET $11,757,352 | $13,443,099 $13,981,176 4.00%
Less: Allocated indirect charged to EO&M Reserve (243,776) (314,697) (308,594) -1.94%
Allocated indirect charged to PAT Grants $0 - - 0.00%
Allocated Indirect charged to CIP & Other Funds ($20,201) (183,100) - -100.00%
ADJUSTED ROUTINE O&M BUDGET TOTAL | $11,493,375 | $12,945,303 $13,672,581 5.62%
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STAFFING JUSTIFICATION FORM
FY 2020

REQUEST DATE: 9/13/18 EXPENSE CODE: 5101
PRIORITY CODE: - - BUDGET UNIT:

Type of Purchase

Materials

Services

X i Other: Request for New Positions

PROJECT DESCRIPTION: New Position: Custodian

GENERAL SPECIFICATIONS: | Custodian for LBAO, LBFO, O’Neill Plant
(See attached information)

ESTIMATED COST CURRENT O&M COST INFORMATION
Salary Cost: $40,769.00 (Max) Annual Cost for current contractor: $42,747
Benefits, etc.: $12,408.24 :
Estimated Cost: $53,177.24

Description of current circumstances that drive this request:

The current contracted service for the Los Banos Administration, Los Banos Field Office and O’Neill P/G
Plant has been used for 20+ years. The quality of the contractor’s work has significantly diminished over
the years as well as their reliability; the contractor's schedule changes constantly due to other
commitments. Discussions with contractor staff have not wielded long-term positive results. Although the
contractor has not requested an increase in pay for years, the Authority has now provided the cleaning
supplies and paper products since FY19, which was previously the responsibility of the contractor.
Authority staff has also explored other contracting options in the Los Banos area with no success. The
Authority experience with in-house staff for janitorial service has been positive. Once contracted services
were replaced with a full-time Authority employee for the Tracy Field Office and Jones Pumping Plant, a
significant increase in cleaning quality as well as reliability, was immediately noticed.

Description of how this request would change current circumstances:

-Complete control of cleaning schedule/locations
-Complete control of special custodial services such as floor polishing, carpet shampooing, prep for plant
tours, tec.

Current Custodian Salary:
Step | - $34,653.00
Step Il - $36,692.00
Step Il - $40,769.00

Annual cost of current contractor: $42,747.00




STAFFING JUSTIFICATION FORM

FY 2020
REQUEST DATE: 9/20/18 EXPENSE CODE: 5101
PRIORITY CODE: - - BUDGET UNIT: 40/40
Type of Purchase
Materials
Services
X | Other:_Request for New Positions
PROJECT DESCRIPTION: New Positions: Apprentice Control Operator-Step 1
GENERAL SPECIFICATIONS:
(See attached information)
ESTIMATED COST CURRENT O&M COST INFORMATION
Salary Cost: $61,679.34 :
Benefits, etc.: $17,315.59
Estimated Cost: $78,994.93

Description of current circumstances that drive this request:

The vacant Control Operator position was transferred to a Hydro Tech Il position during FY 2019 to provide
immediate support for the SGMA Activity Agreement effort associated with the extensive well monitoring
effort. There is currently an impending retirement of one of the current Control Operators with over 20-year
experience within the next four to five years.

Description of how this request would change current circumstances:

The Authority has experienced difficulty recruiting for journeyman level Operators but have had excellent
experience with hiring entry level employees and providing the apprentice training program to develop
well qualified Operators specific to our facilities. Hiring an Apprentice Control Operator in FY 2020 will
allow that Apprentice sufficient time to complete the apprenticeship program (three years) and gain the
valuable knowledge from the current Control Operations staff in time for the impending retirement.




