
 
 
Date:              May 29/June 5, 2014 
 
To: Regional Committees 
 
From:              Inland Empire Utilities Agency  

 
Subject:                   Fiscal Year 2014/15 Proposed Budget for the Regional Wastewater, 

Recycled Water, and Recharge Water Programs  
 
 
RECOMMENDATION 
 
It is recommended that the Regional Technical and Policy Committees (Committees) review and 
make recommendation to the IEUA Board of Directors (Board) to approve the proposed Fiscal Year 
(FY) 2014/15 Budget for the Agency’s Regional Wastewater, Recycled Water, and Recharge Water 
programs.   

BACKGROUND 
 
An overview of the preliminary budget for the Agency’s Regional Wastewater, Recycled Water 
and Recharge Water programs for Fiscal Year (FY) 2014/15 was presented the Regional 
Technical Committee on April 24, 2014 and the Regional Policy Committee on May 1, 2014. 
There are no significant changes to the key assumptions as highlighted below. 
 
FY 2014/15 Key Budget Assumptions 
 
The FY 2014/15 Proposed Budget for the Regional Wastewater and Recycled Water programs is 
based on the last year of the multi-year rates adopted by the Board in February 2012, for Fiscal 
Years (FYs) 2012/13 – 2014/15.   

Table 1: Multi-Year Adopted Rates for Regional Wastewater and Recycled Water Programs 

Program Rate 

FY 2012/13 
Effective 

July 1, 2012 

FY 2013/14 
Effective 

July 1, 2013 

FY 2014/15 
Effective 

July 1, 2014 

Regional 
Wastewater 

Monthly EDU Volumetric Fee  $12.39 $13.39 $14.39 

New Per EDU Connection Fee $4,909 $5,007 $5,107 

Recycled Water 
Direct Delivery Rate Per AF $155 $215 $290 

Groundwater Recharge Per AF $195 $255 $335 
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While the multi-year rates have helped to move the Agency closer to its ultimate goal (2007 Long 
Range Financial Plan) of achieving rates that recover the full cost of service, as illustrated in 
Exhibit A, the adopted rates for FY 2014/15 are still below the total cost of service for both the 
Regional Wastewater Operations & Maintenance (RO) and Recycled Water (WC) funds.  Other key 
assumptions are summarized in Table 2.   
 
Table 2:  Other Key Assumptions for FY 2014/15 Budget    
 

Revenues and Other Funding Sources Expenses and Other Uses of Funds 
3,000 new EDU connections, conservatively 
less than the 5,106 units projected by member 
agencies. 

Permanent reduction of 5 full time equivalent 
(FTE) positions from 295 to 290, plus 
continued commitment to maintain a vacancy 
factor of up to 5%, equivalent to 15 FTEs. 

3.2 million total number of billable volumetric 
EDUs; slight increase of .25% over projected 
actual for current fiscal year. 

3% COLA offset by an additional 1% 
employee funded PERS contribution rate.   
Effective 7/1/14, classic employees will be 
paying 50% of the 8% employee contribution 
rate. Estimated $1.2 million compensation 
adjustment resulting from the Class & 
Compensation  Study underway  

32,000 acre feet (AF) total recycled water 
deliveries (21,500 AF direct plus 10,500 AF 
recharged water deliveries). 

Prefunding the unfunded accrued liabilities 
(UAL) for retirement benefits; $4.5 million 
(pension) plus $1.5 million (OPEB).  

3% increase in property tax receipts consistent 
with the San Bernardino County Tax Assessor 
projected increase in assessed property values.  
No change in the allocation of property taxes 
for the Regional Wastewater and Recycled 
Water programs is proposed for FY 2014/15. 

Retirement of high interest bonds callable in 
November 2014, $16 million. 

Low interest State Revolving Fund (SRF) 
loans and grants for the Southern and 
Central/Wineville Area recycled water 
construction projects. 

Capital Improvement Plan (CIP) based on the 
FYs 2015-2014 TYCIP adopted in February 
2014. 

 
Not included in the proposed FY 2014/15 O&M Budget and adopted TYCIP are projects still to 
be identified with the completion of various long term planning documents currently underway, 
such as the updated Wastewater Facilities Master Plan, Integrated Resources Plan, and Recycled 
Water Program Strategy.  Projects emerging from these long term documents will be integrated 
into next year’s TYCIP and operating budget.     
 
Regional Wastewater Capital Improvement (RC) Fund 
 
A major revenue source for the RC fund is the fees levied for new connections to its regional 
wastewater system, referred to as new EDU connections fees.  Pursuant to the Regional Sewage  
Service Contract (Regional Contract), member agencies collect and hold these funds in a trust 
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account (Capital Construction Reimbursement Accounts) until they are “called” or requested by 
the Agency to support Regional capital expenditures.  Following the 2008 economic downturn, 
the number of new EDU connections plummeted from an annual average of 5,400 units over the 
preceding ten fiscal years (FY 1998/99 – FY 2007/08) to 1,318 units in FY 2008/09 and 1,116 
units in FY 2010/11.   
 
As mentioned above, a spur of new development increased new EDU connections to 1,614 units 
in FY 2011/12, and followed suit in FY 2012/13 with an additional 2,996 units, ending well 
above the 1,700 budgeted units.  As of March 2014, the number of new EDU connections year to 
date of 1,340 units is shy of the levels in previous fiscal years.  This volatility is an important 
reminder of the need to take a more conservative approach in forecasting and budgeting future 
connections.  Hence, the new EDU connections for FY 2014/15 have been lowered to 3,000 
units, well below the 5,106 units projected by member agencies.  
 
Table 2:  FY 2014/15 RC Fund Major Revenues & Other Sources of Funds  
 

Fund Major 
Revenue Category 

Amount 
$Millions 

Key Assumptions 

Regional 
Wastewater 
Capital (RC) 

New EDU Connections Fees $15.3  3,000 new EDUs connections 
compared to 1,800 units projected for 
FY 2013/14.  New EDU connection 
fee to increase from $5,007 per EDU 
to $5,107/EDU effective 7/1/14. 

Property Tax Receipts $26.1  Assumes a 3% increase in FY 
2014/15.  Allocation of 65% of total 
property tax receipts to RC fund are 
designated for debt service costs in 
FY 2014/15. 

 
Property tax receipts are another major funding source for the RC fund.  Improvement District 
“C” (IDC) taxes allocated to the RC fund represent 65%, or approximately $26.1 million of the 
total property taxes received by the Agency.  In FY 2014/15, property taxes in the RC fund are 
fully designated to support debt service costs of $30.2 million, which includes early repayment 
of the 2005 bonds callable in November 2014.   
   
Table 4:  FY 2014/15 RC Fund Major Expenses & Other Uses of Funds  
 

Fund Major 
Expenses Category 

Budget 
$Millions 

Key Assumptions 

Regional 
Wastewater 

Capital 
Improvement 

(RC) 

Operating Expenses $5.7 Administrative costs for support of the 
Regional capital program.  

Debt Service Costs $30.2  Includes principal & interest for 
2005A, 2008A, 2008B and 2010A 
bonds and SRF loan for RP-1 
Dewatering Expansion Facility.  Also 
included $14.2M for retirement of 
2005A bonds.  
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Capital Project Costs $6.0  See Table 3 for summary of major 
capital projects. 

Inter-Fund Transfers $1.9 Capital and debt service cost support to 
the Administrative (GG), Recycled 
Water (WC), and the Recharge Water 
(RW) funds. 

 
In addition to debt service costs, the other major expenditure in the RC fund is capital 
expenditures.  A total of $5.5 million in capital project costs is budgeted in FY 2014/15, which 
accounts for nearly 23% of the proposed $26.0 million capital improvement plan (CIP) for FY 
2014/15.  Some of the major projects for FY 2014/15 are listed on Table 5. 
 
Table 5:  FY 2014/15 RC Fund Major Capital Projects  
 

Project Name Total Project Budget 
$Thousands 

FY 2014/15 Budget 
$Thousands 

RP-5 Flow Equalization & 
Effluent Monitoring  

$2,144 $700 

Agency Wide HVAC  
Improvements  

$1,244 $600 

Fontana Interceptor Relief 
& Sewer Manholes Rehab.  

$3,035 $600 

CCWRF Odor Control 
System Replacement 

$5,070 $500 

Collection System Repairs 
Phase V 

$575 $400 

 
Regional Wastewater O&M (RO) Fund  
 
The Regional Wastewater Operations & Maintenance (RO) fund accounts for the revenue and 
operating costs directly related to the domestic sewage collection, treatment, and disposal service 
and organic management activities, including employment costs to operate and support the 
Inland Empire Regional Composting Authority (IERCA).  Over 77%, or $45.9 million, of the 
$59.3 million operating revenue and other funding sources are generated from monthly EDU 
volumetric fees charged to the Agency’s contracting member agencies for collection and 
treatment of domestic sewage.  Other revenue and funding sources include $8.8 million of 
property tax receipts (equivalent to 22% of total property tax receipts) and $3.5 million in 
reimbursement from IERCA.  
 
Table 6:  FY 2014/15 RO Fund Major Revenues & Other Sources of Funds 
 

Fund Major 
Revenue Category 

Budget 
$Millions 

Key Assumptions 

Regional 
Wastewater 
Operations & 

Monthly EDU Volumetric 
Charges 

$45.9 Projected growth of 0.25% in the number 
of billable EDUs compared to FY 
2013/14 adopted budget.  EDU 
Volumetric rate to increase from 
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Maintenance (RO) $13.39/EDU to $14.39/EDU effective 
7/1/14.  

Property Tax Receipts $8.8 Assumes a 3% increase in FY 2014/15 in 
assessed property values, per county 
assessor.  Allocation of 22% of total 
property tax receipts to RO Fund are 
designated to support debt service and 
capital replacement and rehabilitation 
(R&R).   

Contract Reimbursement $3.5 Reimbursement of employment costs 
from the IERCA 

 
Total operating costs of $56.3 million budgeted in FY 2014/15 show an increase of $7.1 million 
compared to the FY 2013/14 amended budget of $49.2 million and an increase of $11.3 million 
compared to FY 2013/14 projected actuals of $45.0 million.  The projected higher costs in FY 
2014/15 are primarily due to higher employment costs which include; implementation of the 
salary increases partially offset by an increase in employee funded pension contribution rates as 
per the negotiated MOUs, $4.5 million to support the prefunding of the unfunded accrued 
liability (UAL) for pension benefits, additional costs associated with retirement benefits (PERS 
employer rate) and insurance premiums, and an estimated $1.2 million compensation adjustment 
related to the Class and Compensation (C&C) study currently underway.  Utilities and chemical 
costs are projected to increase in FY2014/15 due to additional use of natural gas and polymers 
for the Fuel Cell and RP-1 Dewatering facilities, respectively.  Both facilities are now in full 
operation.  Table 7 below is a summary of the major expense categories and key assumptions. 
 
Table 7:  FY 2013/14 RO Fund Major Expense Categories  

Fund Major 
Expense Category 

Budget 
$Millions 

Key Assumptions 

Regional 
Wastewater 
Operations & 
Maintenance 
(RO) 

Employment $28.4 Permanent reduction of Full Time Equivalent  
(FTE) positions from 295 to 290, maintain a 
vacancy factor of up to 5%, 3% COLA per MOUs, 
5% increase in CalPERS employer contribution 
rate, increase of employee funded pension 
contribution rate from 3% to 4%.  Additionally 
includes $4.5M to pay down retirement UAL and 
$1.2M estimated compensation adjustment resulting 
from the Class & Compensation  study underway.   

Utilities $7.2 Electricity rates maintained at $0.12 kWh for direct 
access; Increase of the use of natural gas for RP-1 
Fuel Cell  

Chemicals $4.5 Higher dosage of polymer due to RP-1 Dewatering 
centrifuge, and Sodium Hypochlorite in RP-1 
Tertiary in anticipation of secondary clarifiers shut 
down for maintenance. 

Biosolids Recycling $3.6 Increase tipping fees to $54 per ton by the IERCA  
Contract Work/Special 
(O&M) Projects 

$2.2 Major maintenance repair projects identified in  the 
Agency’s Asset Management Plan:  Underground 
Piping Rehabilitation, RP1/RP2 Digester Cleaning 
Annual Rehabilitation of Clarifiers  Aeration 
System Rehabilitation, Biofilter Media Replacement  
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Maintenance and replacement and rehabilitation (R&R) of aging equipment and facilities are 
critical elements of the adopted FYs 2015-2014 TYCIP.  Beginning in FY 2008/09, the Agency 
implemented a cost reduction initiative in response to the economic downturn.  As part of the 
cost containment effort, R&R projects deemed to be non-critical at that time were deferred.  
Since then, the Agency completed development of the Asset Management Plan to more 
accurately assess the condition of the Agency’s physical assets.  The R&R projects proposed for 
FY 2014/15 are based on the results of condition assessments and are essential to ensuring the 
Agency can sustain its committed level of service to its customers.   
 
Over the next ten years, over $50 million of R&R projects are budgeted in the RO fund to uphold 
the operational reliability of the Agency’s regional facilities.  The proposed R&R budget for FY 
2014/15 is $10.2 million; major projects include: 
 
Table 8:  FY 2014/15 RO Fund Major R&R Capital Projects  
 

Project Name Total Project 
Budget 

$Thousands 

FY 2014/15 Budget 
$Thousands 

Montclair Lift Station 
Upgrades 

$2,915 $2,500 

SCADA Enterprise 
System Upgrade 

$9,625 $1,000 

RP-4 Headwork 
Retrofit 

$1,200 $900 

CCWRF Secondary 
Clarifier #3 Rehab 

$1,100 $800 

Major Equipment 
Rehabilitation 

$4,000 $700 

RP-2 Drying Beds 
Rehabilitation 

$1,100 $600 

 
Recycled Water (WC) Fund 
 
A key initiative for the Agency is to optimize the beneficial reuse of recycled water and provide 
a cost effective and reliable alternative to imported water for the region, as specified in the 
Recycled Water Three Year Business Plan (TYBP) adopted in December 2007.  Since the 
adoption of the TYBP, projected recycled water deliveries have been reduced significantly.  
Originally, total connected demand was projected to reach 50,000 acre feet per year (AFY) by 
FY 2010/11; 33,000 AFY direct deliveries and 17,000 AFY recharge water deliveries.  
 
The 50,000 AFY delivery’s goal has been revised due to a combination of factors including 
delayed execution of major construction projects and a stagnation in the number of direct use 
connections. Two key projects that have been delayed include the Southern Area and 
Central/Wineville Area projects; originally planned for completion in FY 2009/10 and FY 
2010/11, respectively.  Completion of the Southern Area project construction is currently 
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targeted for 2015; and Central/Wineville Area project in FY 2015/16.  Based on the current 
project plan, the 50,000 AFY goal is now expected to be achieved by FY 2019/20; nine years 
later than originally planned.   
 
Total recycled water deliveries are not anticipated to increase significantly in FY 2014/15, 
despite the significant increase in recharge deliveries this year.  Recharge deliveries are expected 
to exceed the 10,000 AF budgeted this fiscal year.  As of February, recycled water deliveries 
totaled 17,254 AF, including 9,222 AF of recharge and 9,669 direct deliveries.  The key driver 
for the increase is the current drought which resulted in the declaration of a drought state of 
emergency by Governor Brown in January 2014, followed by a second emergency proclamation 
on April 25, 2014.  Given the uncertainty of the drought continuing in FY 2014/15, direct 
deliveries and recharge deliveries are budgeted at 21,500 AF and 10,500 AF, respectively.  These 
projections result in a total budget of 32,000 AF in total recycled water deliveries for FY 
2014/15; a decrease of 3,000 AF over the projected actual for FY 2013/14.  
 
Based on the multi-year rates adopted by the Board in February 2012 (Exhibit A), total recycled 
water sales are budgeted at $9.5 million; $6.0 million direct sales and $3.5 million for recharge 
sales.  The Metropolitan Water District of Southern California Local Project Program (MWD 
LPP) rebate of $2.1 million is another key operating revenue source.  This annual rebate is set to 
expire on June 2017.   
 
Table 9: FY 2014/15 WC Fund Major Revenue & Other Sources of Funds 
 

Program Major 
Revenue Category 

    Budget 
  $Millions 

Key Assumptions 

Recycled Water 
(WC) 

Direct Sales $6.0 21,500 AF, similar to FY 2013/14 projected 
actual.  Rate to increase from $215 per Acre 
Foot (AF) to $290/AF effective 7/1/14.   

Recharge Sales $3.5 10,500 AF, a reduction of 3,000 over FY 
2013/14 projected actual.  Rate to increase 
from $255/AF to $335/AF. 

MWD LPP Rebate $2.1 $134/AF rebate for recycled water sales up to 
13,500 AF per FY.  Rebate is set to expire in 
June 2017. 

Property Tax Receipts $2.0 Continuation of 5% of property taxes 
allocation from RO Fund planned to sunset 
in FY 2013/14.   

Loan and Grant Proceeds $13.4 SRF loans and grants are the primary 
funding source for the Southern and 
Central/Wineville Area Recycled Water 
Projects.  Each loan is anticipated to receive 
a maximum grant of $4 million. 

 
State Revolving Fund (SRF) loan proceeds and grant receipts in the amount of $13.4 million 
represent approximately 47% of the $28.5 million of the Recycled Water program’s Total 
Revenue and Other Funding Sources in FY 2014/15.  For both the Southern and 
Central/Wineville Area projects, the Agency secured 30 year low interest rate loans; 2.1% and 
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1.0% per annum, respectively.  Additionally, staff was successful in waiving the “Buy America” 
requirement for the Central/Wineville Area project resulting in an estimated savings of 
approximately $4 million.  These funding sources, along with a 5% allocation of property taxes 
in the amount of $2.0 million are the primary funding sources of the Recycled Water (RW) 
program CIP.   
 
A total of $8.2 million in operating expenses is budgeted in FY 2014/15, reflecting an increase of 
approximately 40% compared to projected actuals of $5.9 million for the current fiscal year.  
Utilities are anticipated to increase by nearly $0.4 million, from $2.1 million to $2.6 million, due 
to higher pumping costs compared to projected actuals as summarized in Table 9: 
 
Table 9:  FY 2014/15 WC Fund Major Expense Categories & Other Uses of Funds 
 

Program Major 
Revenue Category 

Budget 
$Millions 

Key Assumptions 

Recycled Water 
(WC) 

Employment  $3.5 Permanent reduction of Full Time 
Equivalent  (FTE) positions from 295 to 
290, maintain a vacancy factor of up to 
5%, 3% COLA per MOUs, 5% increase 
in CalPERS employer contribution rate, 
increase of employee funded pension 
contribution rate from 3% to 4%.  
Additionally includes $4.5M to pay down 
retirement UAL and $1.2M estimated 
compensation adjustment resulting from 
the Class & Compensation study 
underway.      

Utilities  $2.6 $0.12 kWh electricity rate for direct 
access, renewal energy rates based 
Purchase Power Agreements (PPAs) and 
annual CPI increase. Higher pumping 
costs are driving an increase of nearly 
$0.4M compared to projected actuals.   

Operating Fess & Expense $1.1 Includes professional fees and services, 
materials and supplies, and a portion of 
the groundwater recharge operations 
expense 

Debt Service Costs $4.8 Includes principal and interest costs for 
outstanding debt.   

 Capital Project Costs $9.8 See Table 9 for summary of major capital 
projects. 

 
Annual debt service costs are estimated to maintain at $4.8 million in FY 2014/15.  Repayment 
of the $23.5 million outstanding inter-fund loans ($8.5 million due to RC fund and $15 million 
due to the NC fund) are scheduled to begin in FY 2016/17, with full repayment of the $23.5 
million inter-fund loans is projected by FY 2018/19.   
 
A total of $9.8 million is budgeted in the WC fund for CIP in FY 2014/15; Major capital projects 
budgeted in FY 2014/15 are summarized in Table 10: 
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Table 10:  FY 2014/15 WC Fund Major Capital Projects  
 

Project Name Total Project 
Budget 

$Thousands 

FY 14/15 Budget 
$Thousands 

Wineville Extension –
Segment A 

$31,200 $3,000 

Wineville Extension –
Segment B 

$23,519 $3,000 

GWR and RW SCADA 
Communication System 
Upgrades 

$2,764 $650 

GWR and RW SCADA 
Control Equipment 
Upgrades 

$1,170 $500 

930 Zone Pressure Zone 
Pipeline   

$7,619 $535 

1630 East Pipeline 
Relocation 

$1,050 $400 

RP3 Basin Improvements $5,290 $200 
 
Recharge Water (RW) Fund  
 
The Recharge Water (RW) fund accounts for the revenues and expenses associated with 
groundwater (GWR) recharge operations and maintenance through joint efforts with the Chino 
Basin Watermaster (Watermaster), Chino Basin Water Conservation District, and the San 
Bernardino County Flood Control District.  Operating expenses include general basin 
maintenance and/or restoration, groundwater administration (e.g. labor, tools, and supplies), 
contracted services (e.g. weeding and vector control), compliance reporting, and environmental 
documentation for permit compliance. 
  
The proposed FY 2014/15 O&M Budget of $1.6 million includes $126,000 for utilities, and 
$530,000 for general groundwater basin maintenance which includes $230,000 for infiltration 
restoration and slope repairs of four groundwater basins:  Declez, 8th Street, Jurupa, and, Turner 
1 & 2.  Pursuant with Chino Basin Recharge Master Plan and Peace II Agreement, costs for 
basins recharged with recycled water are pro-rated between Watermaster and the Agency based 
on the relative proportion of recycled water to the total water recharged in the basin.  The 
Agency’s pro-rata share is estimated to increase to $548,000 in FY 2014/15 from $464,000 
projected for the current fiscal year.  
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FY 2015 - 2024 Ten Year Capital Improvement Plan (TYCIP) 
 
On February 19, 2014 the Board approved the FY 2015/24 Ten Year Capital Improvement Plan 
(TYCIP) which defines the basis for the Regional and Recycled Water capital projects.  Since 
then, further analysis has resulted in reclassification of some of the projects from capital to 
operations reducing the total TYCIP from $336 to $309 million.  The revised FY 2015-2024 
TYCIP of $309 million is approximately 26% lower than the currently adopted FY 2014-2023 
TYCIP of $415 million, and focuses on critical R&R projects necessary to meet reliability and 
regulatory requirements.  Also included is the expansion and improvement of existing facilities 
as the Agency prepares to meet higher service demands anticipated from the expected growth in 
its service area.   
 
The Agency is currently engaged in multiple planning initiatives that will define the capital 
investments needed to provide long term reliable, high quality, sustainable services that meet the 
demands of the region.  Among these initiatives are the Integrated Resources Plan, the Recycled 
Water Program Strategy, the Energy Plan and an update of the Wastewater Facilities Master 
Plan.  The Agency is also working collaboratively with its member agencies and regional 
stakeholders to identify projects that will enhance regional water use efficiency, quality, 
reliability, and sustainability in response to the current drought crisis.  All these initiatives, 
although not included in the current TYCIP, will help to shape future year budget requirements. 
 
Debt Coverage Ratio 
 
The Debt Coverage Ratio (DCR) is the measurement of an entity’s ability to generate enough 
cash to cover debt payments (principal payments and related interest), and serves as a critical 
financial measure in determining its overall credit rating. DCR also affects an entity’s market 
accessibility for future borrowings and the associated costs.  Improvement of the Agency’s DCR 
was a key driver of multi-year rate increases adopted by the Board in February 2012 for the 
Regional Wastewater and Recycled Water programs.  The Board established a minimum DCR 
target of 1.50x and 1.70x to be achieved by the end of FY 2013/14 and FY 2014/15, respectively.   
 

On January 22, 2014 the Agency’s Board of Directors held the first of three budget workshops, 
which provided an overview of the Agency’s current financial position and presented the 
proposed long term, intermediate, and immediate Business Goals relative to Fiscal 
Responsibility.  A key recommendation by the Board was the payment of long term liabilities.  
These long term obligations include: high interest bonds and unfunded accrued liabilities (UALs) 
for retirement benefits.  Early repayment of high interest bonds and a reduction in UALs will 
help support another key recommendation from the Board: improvement of the Agency’s total 
debt coverage ratio (DCR) to 3.0X and achieve AAA credit rating sooner than FY 2017/18. 
 
Based on current assumptions and the combined effect of higher user charges, timely completion 
of R&R projects, retirement of high interest bonds callable in November 2014, annual 
prefunding of the retirement unfunded accrued liabilities (UALs), and continual commitment to 
cost containment, the Agency’s DCR is projected to strengthen over time.  As indicated in Table 
11, total DCR is projected to progress towards the 3.0X target established by the Board.  
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Table 11: Debt Coverage Ratio 
 

 Actual  
FY 2012/13 

Projected 
Actual 

FY 2013/14 

Proposed 
FY 014/15 

Forecast 
FY 2015/16 

Forecast 
FY 2016/17 

Forecast 
FY 2017/18 

DCR 
actual/projection 
based on current 
assumptions 

 

2.85X 2.09x 2.23x 2.82x 3.02x 2.81x 

 
Conclusion   
 
Cost containment continues to be a key objective for the Agency and is an integral part of the 
Business Goals (Fiscal Responsibility) adopted by Board in October 2012.  The Agency’s 
commitment to cost containment is evident in the proposed FY 2014/15 Budget and ensuing four 
year forecasts.  Some of key cost containment initiatives include: 

• Additional reduction of 5 FTEs from 295 to 290 
• Vacancy factor of up to 5%, equivalent to 15 FTEs 
• Replacement & Rehabilitation (R&R) projects based on the Agency’s Asset Management 

Plan 
• 50% of the 8% CalPERS employee contribution rate funded by employees beginning July 

2014, increasing to 100% by FY 2017/18 
• $2 million reduction in annual debt service costs beginning in FY 2015/16 by refunding 

high interest rate bonds callable in November 2014, set to mature in 2023  
• Leveraging low interest, 30 year term, SRF loans and grants to support construction of 

the Wineville/Central Area recycled water and New Water Quality Laboratory projects    

Another key objective for the Agency is to ensure rates and fees fully cover the cost of service 
for all Agency programs.  Although the adopted rates for FY 2014/15 for the Regional 
Wastewater and Recycled Water programs still do not recover the cost of service, both the IEUA 
Board and Regional Committees recognize incremental rate increases will be necessary over the 
next several years.  Achieving this critical objective will minimize the Agency’s reliance on 
property taxes to support recurring costs that are more appropriately supported by rates and fees.      
 
Over the next ten years, the Agency will need to address expansion of its existing facilities in 
order to meet the anticipated growth and higher service demands, particularly in the southern 
section of its service area.  The severity and uncertainty of the current drought crisis and 
shrinking reservoir supplies brings water reliability and sustainability to the forefront.  With all 
of the planning initiatives underway the Agency will be better positioned to continue to “drought 
proof” the region by developing local water supplies, optimizing beneficial use of recycled 
water, maximizing groundwater recharge, and securing alternative water supplies to reduce 



FY 2014/15 Budget for Regional Wastewater, Recycled Water and Recharge Water  
May 29/June 5, 2014 
Page 12 of 14     
 

C:\Users\kdoan\AppData\Local\Microsoft\Windows\INetCache\Content.Outlook\2XTW35GL\FY2014_15 
Budget_Regional WW WC and RW Program.docx 
 
 

reliance in imported water supplies from the State Water Project.  The ability to leverage 
property taxes and available “drought” funding will be essential in achieving these objectives.   
 
Attached are copies of the Sources and Uses of Fund reports for the Regional Wastewater, 
Recycled Water, and Recharge Water Programs.   
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Exhibit A 
 

Cost of Service and EDU Volumetric Rate- Regional O&M (RO) Fund 
 

 
 
 
 
 
 

Cost of Service and AF Sales – Recycled Water (WC) Fund  
 

 
 
  
 
 

2014 2015 2016 2017 2018 2019
Cost of Service -R&R $1.05 $1.75 $1.47 $1.42 $1.92 $2.07
Cost of Service -O&M $14.06 $16.00 $16.35 $16.78 $17.28 $17.52
EDU Volumetric Rates $13.39 $14.39
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FISCAL YEAR 2014/2015 BUDGET - SCENARIO BASELINE
Consolidated: RC, RO, RW, WC Funds - SOURCES AND USES OF FUNDS

2011/2012 2012/2013 2013/2014 2013/2014 2013/2014 2014/2015 2015/2016 2016/2017 2017/2018 2018/2019
ADOPTED AMENDED PROJECTED PROPOSED

ACTUAL ACTUAL BUDGET BUDGET ACTUAL BUDGET
REVENUES 

 User Charges $35,573,096 $39,569,548 $43,469,257 $43,469,257 $42,695,825 $45,988,286 $50,893,953 $55,023,361 $59,173,099 $63,182,341
Property Tax - O&M 3,626,978         -                  -                   -                   -                   -                   -               -                   -                   -                      
Cost Reimbursement from JPA 3,326,668         4,009,740        4,057,221         4,057,221         4,057,221         4,212,376         4,246,107     4,410,870         4,540,001         4,595,704            
Contract Cost reimbursement 299,523           567,495           1,417,144         143,000            98,000             98,000              98,000          98,000             98,000             98,000                
Interest Revenue 737,753           636,585           594,551            573,551            481,789            661,863            879,974        1,177,249         1,562,000         1,884,345            
Recycled Water Sales 6,009,469         7,951,606        9,230,000         9,230,001         10,144,002       11,581,500        14,225,750   17,423,000       17,086,500       19,712,350          

TOTAL REVENUES $49,573,487 $52,734,974 $58,768,173 $57,473,030 $57,476,837 $62,542,024 $70,343,783 $78,132,480 $82,459,600 $89,472,740

OTHER FINANCING SOURCES
Property Tax - Debt, Capital, and Reserves 26,417,154       44,267,785       30,683,543       30,443,492       33,209,900       36,987,196        34,920,738   35,269,945       35,622,644       35,978,871          
Regional System Connection Fees 7,686,126         14,614,387       9,012,600         9,012,600         9,012,600         15,321,000        18,410,000   18,963,000       18,975,400       14,370,000          

State Loans 7,016,567         6,349,698        22,880,753       22,880,753       10,850,009       11,074,355        18,289,200   8,840,437         13,095,000       6,000,000            
Grants 4,330,117         2,560,462        8,633,473         8,644,953         3,104,012         2,320,000         3,430,000     700,000            -                   -                      
Sale of Assets 21,848             4,805,394        -                   -                   -                   -                   -               -                   -                   -                      
Capital Contract Reimbursement 638,535           362,285           800,546            2,074,691         1,137,546         1,969,220         2,845,048     2,436,641         737,769            771,923               
Other Revenues 2,054,537         981,494           743,200            623,200            533,200            571,416            744,000        762,540            781,636            801,305               
Loan Transfer from Internal Fund -                  -                  5,500,000         5,500,000         2,500,000         -                   -               3,000,000         2,000,000         500,000               

TOTAL OTHER FINANCING SOURCES $48,164,885 $73,941,505 $78,254,115 $79,179,689 $60,347,268 $68,243,187 $78,638,986 $69,972,563 $71,212,449 $58,422,099

TOTAL REVENUES AND OTHER FINANCING SOURCE 97,738,371 126,676,479 137,022,288 136,652,719 117,824,105 130,785,211 148,982,769 148,105,042 153,672,049 147,894,839

EXPENSES
Employment Expenses 30,211,023       30,370,528       31,972,940       32,059,201       30,858,834       35,727,725        36,596,689   38,076,597       39,189,717       39,536,656          
Contract Work/Special Projects 3,811,924         2,513,613        3,374,050         3,135,530         1,580,530         2,267,000         1,400,000     1,250,000         2,850,000         3,350,000            
Utilities 6,548,558         8,288,041        8,988,045         8,988,045         8,690,208         9,860,003         10,374,533   11,151,017       11,705,289       12,460,440          
Operating Fees 1,866,117         1,024,658        1,470,604         1,485,932         1,441,444         2,006,465         1,910,604     1,905,308         1,999,400         2,103,992            
Chemicals 3,310,504         3,578,136        4,277,663         4,639,412         3,489,010         4,459,380         4,593,104     4,730,898         4,872,824         5,019,008            
Professional Fees and Services 3,237,652         3,646,672        4,478,257         4,841,391         3,683,893         4,263,784         4,103,578     4,204,319         4,589,985         4,796,207            
Office and Administrative expenses 32,389             27,132             447,760            453,591            247,760            448,526            449,982        451,482            453,026            454,617               
Biosolids Recycling 3,915,085         3,393,799        3,473,017         3,573,694         3,492,695         3,608,660         3,832,096     4,054,224         4,177,455         4,295,129            
Materials & Supplies 1,818,341         1,817,797        2,084,378         2,262,963         2,216,578         2,311,925         2,386,701     2,458,303         2,532,051         2,608,307            
Operation Contribution to IERCA -                  71,148             -                   -                   -                   -                   -               -                   -                   -                      
Other Expenses 1,679,875         4,081,992        1,714,332         1,714,334         2,028,127         7,021,021         6,511,019     6,884,995         6,424,867         6,880,695            

TOTAL EXPENSES 56,431,468       58,813,516       62,281,046       63,154,093       57,729,079       71,974,490        72,158,306   75,167,143       78,794,614       81,505,051          

CAPITAL PROGRAM
IERCA investment -                  500,000           500,000            500,000            -                   500,000            -               -                   -                   -                      
Capital Construction & Expansion (WIP) 32,095,573       18,754,146       58,298,445       63,454,586       33,460,450       25,541,500        46,703,000   21,305,000       25,150,000       20,590,000          
WIP Adjustment (3,971,729)        (9,000,000)       3,400,000         -                   -                   -                   -               -                   -                   -                      

TOTAL CAPITAL PROGRAM 28,123,844       10,254,146       62,198,445       63,954,586       33,460,450       26,041,500        46,703,000   21,305,000       25,150,000       20,590,000          

DEBT SERVICE
Financial Expenses 147,357           166,780           328,270            328,270            (101,660)           408,500            608,900        409,000            409,500            609,500               
Interest 7,313,261         9,605,316        9,738,537         9,738,538         9,127,510         9,438,610         9,915,133     10,182,981       10,376,819       10,212,943          
Principal 9,834,652         11,173,450       11,488,250       11,488,250       11,488,276       26,462,610        11,317,101   11,589,773       12,886,338       13,593,183          
Short Term Inter-Fund Loan -                  -                  5,500,000         5,500,000         5,500,000         -                   -               8,000,000         7,000,000         5,500,000            

TOTAL DEBT SERVICE 17,295,270       20,945,545       27,055,057       27,055,058       26,014,126       36,309,720        21,841,134   30,181,754       30,672,658       29,915,626          

TRANSFERS IN (OUT)
Capital Contribution (541,181)          (2,096,576)       (2,329,998)        (2,329,998)        (1,813,633)        (1,411,519)        (985,150)       (769,164)           (1,316,260)        (579,600)              
Operation support 300,000           200,000           100,000            100,000            100,000            -                   -               -                   -                   -                      

TOTAL INTERFUND TRANSFERS IN (OUT) (241,181)          (1,896,576)       (2,229,998)        (2,229,998)        (1,713,633)        (1,411,519)        (985,150)       (769,164)           (1,316,260)        (579,600)              

FUND BALANCE
  Net Income (Loss) (4,353,391)        34,837,842       (16,742,258)      (19,741,016)      (1,093,183)        (4,952,019)        7,295,179     20,681,981       17,738,517       15,304,563          
  Fund Bal Adj to FY 11/12 CAFR (3,746,968)        -                  -                   -                   -                   -                   -               -                   -                   -                      
  Beginning Fund Balance July 01 86,826,407       78,726,047       101,904,739     113,563,889     113,563,889     112,470,705      107,518,686  114,813,864     135,495,847     153,234,365        
  ENDING BALANCE AT JUNE 30 78,726,048       113,563,889     85,162,481       93,822,872       112,470,705     107,518,686      114,813,865  135,495,846     153,234,364     168,538,928        

RESERVE BALANCE SUMMARY
Operating Contingencies 17,713,889       18,619,520       19,740,267       19,877,905       18,667,557       26,846,660        27,457,803   28,048,988       29,732,505       30,239,312          
Capital Expansion & Replacement 13,295,092       28,950,820       15,703,244       15,676,910       23,383,057       9,312,805         5,616,224     5,519,837         5,726,482         12,432,790          
CCRA Capital Construction 13,640,624       28,246,979       16,998,524       29,587,918       29,176,245       38,080,579        50,490,579   68,953,581       83,928,982       88,298,980          
Rehabilitation/Replacement Reserve 11,520,797       17,695,038       10,753,313       9,927,995         22,251,687       11,437,812        9,067,163     9,300,534         9,431,640         11,785,627          
Debt Service & Redemption 22,555,645       20,051,532       21,967,133       18,752,144       18,992,159       21,840,830        22,182,096   23,672,907       24,414,756       25,782,220          

ENDING BALANCE AT JUNE 30 78,726,047       113,563,889     85,162,481       93,822,872       112,470,705     107,518,686      114,813,865  135,495,846     153,234,364     168,538,928        
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Adopted Rates 
Program Rate Description FY 2012/13 FY 2013/14 FY 2014/15 

Regional 
Wastewater 

Monthly EDU Volumetric 
Fee per EDU 

$12.39 $13.39 $14.39 

New EDU Connection 
Fee per EDU 

$4,909 $5,007 $5,107 

Recycled 
Water 

Direct Delivery per AF $155 $215 $290 

Groundwater Recharge 
per AF 

$195 $255 
 

$335 
 



Regional Wastewater 
Capital Improvement Fund (RC) 

• Revenues & Other Funding Sources 
 3,000 New EDU Connections  
 $26M Property tax receipts, equal to 65% allocation 

 

• Expense & Other Uses of Funds: 
 $5.5M Capital Improvement Plan (CIP) 
 $30.2M  Debt service costs, includes $16.2M retirement of 2005A 

Bonds 
 $1.9M Inter fund transfer to Admin Services (GG) and Recharge 

Water (RW) funds 
 Excludes long term planning document related projects  
 

 



FY 2014/15 Major Projects 
RC Fund 

Project Name 
Total Project 

Budget 
($Thousands) 

FY 2014/15 
Budget 

($Thousands) 

RP-5 Flow Equalization & 
Effluent Monitoring  $2,144 $700 

Agency Wide HVAC  
Improvements  $1,244 $600 

Fontana Interceptor Relief & 
Sewer Manholes Rehab.  $3,035 $600 

CCWRF Odor Control System 
Replacement $5,070 $500 

Collection System Repairs 
Phase V $575 $400 



Regional Wastewater Operations  
and Maintenance Fund (RO) 

• Revenues & Other Funding Sources 
 $14.39/EDU rate with .25% EDU growth  
 $45.8M EDU volumetric revenue 
 $8.8M Property taxes, equal to 22% allocation 
 $3.5M IERCA cost reimbursement  

 
• Expense & Other Uses of Funds: 
 $56.4M total O&M Expenses: 

 $28.4M, Employment costs  
 $7.2M Utilities 
 $4.5M Chemicals  
 $3.6M Biosolids processing 
 $2.9M Professional fees  
 $2.2M Major O&M maintenance repairs  
      (Asset Management) 

 $10.2M Capital Replacement and  
      Rehabilitation (R&R)  

 



FY 2014/15 Major Projects 
RO Fund 

Project Name Total Project Budget 
($Thousands) 

FY 2014/15 Budget 
($Thousands) 

Montclair Lift Station Upgrades $2,915 $2,500 

SCADA Enterprise System Upgrade $9,625 $1,000 

RP-4 Headwork Retrofit $1,200 $900 

CCWRF Secondary Clarifier #3 Rehab $1,100 $800 

Major Equipment Rehabilitation $4,000 $700 

RP-2 Drying Beds Rehabilitation $1,100 $600 



Recycled Water Fund (WC) 
• Revenues & Other Funding 

Sources 
 $9.5M Recycled Water Sales: 

 21,500 AF direct deliveries @ $290/AF  
 10,500 AF recharge deliveries @ $335/AF 

 $2M property taxes, equal to 5% allocation  
 $2.1M MWD LPP rebate set to expire June 2017 
 $13.3M Loan & grant proceeds 

 

• Expense & Other Uses of 
Funds: 
 $9.8M CIP 
 $4.9M Debt service costs 
 $2.5 M Pumping costs 
 $1.1M Groundwater operating costs including the 

Agency’s “pro-rata share”  
 Excludes “drought” and long term planning 

document related projects 
 



FY 2014/15 Major Projects 
WC Fund 

Project Name 
Total Project 

Budget 
($Thousands) 

FY 14/15  
Budget 

 ($Thousands) 

Wineville Extension –Segment A $31,200 $3,000 

Wineville Extension –Segment B $23,519 $3,000 

GWR and RW SCADA Communication System 
Upgrades $2,764 $650 

GWR and RW SCADA Control Equipment 
Upgrades $1,170 $500 

930 Zone Pressure Zone Pipeline   $7,619 $535 

1630 East Pipeline Relocation $1,050 $400 

RP3 Basin Improvements $5,290 $200 



Recharge Water Fund (RW) 
• Revenues & Other Funding Sources 

 $1.3M O&M expenses:  
 $745K Reimbursable from Chino Basin Watermaster (CBWM) 
 $548K IEUA pro-rata share funded by WC Fund 

 $1.2M Debt service and CIP equally funded by CBWM and IEUA 
 $0.4M Non-reimbursable O&M labor costs funded by IEUA 

 

 $1.8M O&M costs  
 $1.0M Debt service costs  
 $0.2M CIP costs 
 Excludes “drought” and long 

term planning document related 
projects 

 

• Expense & Other Uses of Funds: 



Schedule 

Action 

IEUA  
Finance 

Committee 
IEUA 

Board 

Regional 
Technical 

Committee 

Regional 
Policy 

Committee 
Review of Preliminary 
Budget 

4/9 4/16 4/24 5/01 

Review of Proposed 
Budget 

5/14 5/21 

Approval/Adoption of 
Final Budget 

6/18 5/29 
 

6/5 
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