% Intand Empire Utilities Agency
b A MUNICIPAL WATER DISTRICT

Special Regional Sewerage Program Policy Committee
Meeting

AGENDA

Wednesday, November 4, 2015
Immediately following the
Joint IEUA Board and Regional Policy Committee Workshop at 10:00 am

Location

inland Empire Utilities Agency
6075 Kimball Avenue

Chino, CA 81710

Wednesday, November 4, 2015

Call to Order and Roll Call

Pledge of Allegiance

Public Comment

1. Technical Committee Report — Ryan Shaw (Oral)

2. Approval of Minutes

A. Minutes of August 5, 2015 Joint IEUA Board and Policy Committee
Workshop

3. Action ltems
A R led Water Policy Principles (Written

4. Informational ltems
None.

5. Receive and File
s Building Activity R { (YID)
B. Recycled Water Operations Summary
- | Water Use B e IE_ Point

E. Conservation Program Update (PowerPoint)

F._Energy Management Plan
G._4_Quarter Budget Variance

6. Other Business
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A. IEUA General Manager's Update

B. Committee Member Requested Agenda ltems for Next Meeting
C. Committee Member Comments

D. Next Meeting — December 3, 2015

7. Adjournment

DECLARATION OF POSTING

|, Melinda J. Temblador, Administrative Coordinator of the Inland Empire Utilities Agency, A Municipal
Water District, hereby certify that a copy of this agenda has been posted by 5:30 p.m. in the foyer at the
Agency's main office, 8075 Kimball Avenue, Building A, Chino, CA on Monday, November 2, 2015.

M
Melinda .J. Te%m
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MINUTES FOR THE
SPECIAL JOINT WORKSHOP OF THE
INLAND EMPIRE UTILITIES AGENCY
BOARD OF DIRECTORS
AND THE REGIONAL POLICY COMMITTEE

WEDNESDAY, AUGUST 5, 2015
10:00 A.M.

IEUA DIRECTORS PRESENT
Terry Catlin, President
Michael Camacho, Vice President
Jasmin A. Hall, Director

IEUA DIRECTORS ABSENT
Steven J. Elie, Secretary/Treasurer
Gene Koopman, Director

REGIONAL POLICY COMMITTEE MEMBERS PRESENT
Jim Bowman, City of Ontario
Earl Elrod, City of Chino
Trisha Martinez, City of Montclair
Debbie Stone, City of Upland
Jim Curatalo, Cucamonga Valley Water District
Jesse Sandoval, City of Fontana

REGIONAL POLICY COMMITTEE MEMBERS ABSENT
Peter Rogers, City of Chino Hills
Paul Eaton, City of Montclair
Kathy Tiegs, Cucamonga Valley Water District

MONTE VISTA WATER DISTRICT DIRECTOR PRESENT
Sandra Rose, Monte Vista Water District

STAFF PRESENT
Mark Kinsey, Monte Vista Water District
Josh Swift, Fontana Water Company
Cris Fealy, Fontana Water Company
Mark Wiley, City of Chino Hills
Steve Nix, City of Chino Hills
Braden Yu, Cucamonga Valley Water District
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John Bosler, Cucamonga Valley Water District
Nicole deMoet, Monte Vista Water District
Harrison Nguyen, City of Upland

Tony Mata, City of Fontana

Ryan Shaw, City of Ontario

Christina Valencia, IEUA

Chris Berch, IEUA

P. Joseph Grindstaff, IEUA

Martha Davis, IEUA

Sylvie Lee, IEUA

Jean Cihigoyenetche, IEUA

April Woodruff, IEUA

Jill Kiefer, IEUA

CALL TO ORDER

A Special Joint Workshop was held on Thursday, August 5, 2015, at the Inland Empire Utilities Agency
located at 6075 Kimball Avenue, Chino, California. Policy Committee Chairman, Jim Bowman, called the
meeting to order at 10:02 a.m.

PLEDGE OF ALLEGIANCE
Committee Member Earl Elrod/City of Chino led those present in the Pledge of Allegiance.

PUBLIC COMMENTS
None.

INTEGRATED WATER RESOURCES PLAN (IRP)- Overview

Martha Davis, Executive Manager of Policy Development/Assistant General Manager of IEUA, gave an
overview of the development of the Integrated Water Resources Plan (IRP). She began by reviewing the
regional water planning within the Chino Basin over the last few decades. Compared with other regions in
the state, our region has been better prepared than most for the current drought. Since 2000, our region
has invested over 0.5 billion dollars in water infrastructure, with around 40% from outside funding (state
and federal grants). Our region has increased the amount of water available by 80,000 acre-feet and
reduced dependence on imported water.

Ms. Davis continued with a discussion addressing challenges to our region. This is the most serious
drought in California since we became a state. She stated that we have to rethink water supply planning
for the future, i.e. population growth, water supply, and resiliency. California also has the Executive Order
from the Governor for a 25% mandatory conservation standard, an allocation from MWD, and new
conservation requirements are transitioning into permanent requirements. In May of this year, there was
zero snow pack which directly impacts imported water supplies. California has had two droughts and two
MWD allocations within the first 15 years of this century. El Nino may or may not bring relief depending
on the jet stream.

Ms. Davis addressed the following key topics:
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Key Regional Water Management Challenges

Regionally, our challenges include maintaining or enhancing safe yield in the groundwater basin, due to
loss of natural filtration. The State Water Project has increased in salinity level from 341 to 500 mg per
liter. July storms provided some recharge for the groundwater basin, but not as much as anticipated due
to dry ground absorbing rain rather than it flowing into the basin. There is also the potential for
catastrophic interruption (earthquakes).

The IRP looks at planning both in terms of how much water the region needs, and what it means to
manage our local water supplies in the context of day-to-day challenges.

How Much Water Will We Need in 2040

Indoor usage is shrinking due to the efficiency of appliances, and outdoor use is shrinking due to more
efficient landscaping, dense urban design, and smaller lawns. All of this results in reduced flow to
wastewater treatment plants.

Econometric Model/Projections
The econometric model shows the biggest influence on demand is the type of urban development and
outdoor landscaping.

Future Demands/Supplies

Our region has a wealth of resources; we’re looking into groundwater conjunctive use projects along
Santa Ana River, and expansion of our recycled water program. We are also looking at different ways to
bring more water from other sources. Interties are important for sharing water. More conservation is
required to meet future demands. Change in rate structures may be helpful.

Projection for Regional Baseline

This is a conservative projection/draft using averages from last five years. Our region is in good shape, but
we need to understand the variables coming at us and optimize our resources so that we’re able to go
through extended periods of drought/challenges and make sure we have reliable water supplies. The IRP
will be looking at worst case scenarios and stress testing both demands and supplies. Ms. Davis then
turned over the podium to Ms. Sylvie Lee.

INTEGRATED WATER RESOURCES PLAN (IRP) GOALS

Sylvie Lee, Manager of Planning and Environmental Resources at IEUA, addressed the Board and
Committee with an in-depth look at the IRP. She stated that the purpose of this IRP is to have a resilient
plan for the next 25 years, which can adapt to unforeseen changing conditions and resources. The
“Deliverable” would be to have a portfolio of water management projects to be implemented in five-year
increments.

Ms. Lee stated that the purpose of this workshop is to present the plan and receive feedback from the
Board and Committee.

Continuing with the presentation, Ms. Lee addressed the following four goals of the IRP:

1. Resilience —adaptability to multiple changing conditions.
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2. Water Efficiency — Meet or exceed regulations. Based on projections, there could be a potential
60,000 acre-foot buffer of supply vs. demand.

3. Sustainability — How we use our water now should not adversely affect future generations’ water
supply.

4. Cost Effectiveness — We have been successful with grants, and a regional plan would place us in a
good position to maximize funding opportunities, such as through Proposition 1.

IRP PROCESS

Ms. Lee provided an overview of the IRP process, stating that we are at the halfway point in this process.
The next step is to work with member agencies to develop regional portfolios which will be a combination
of projects including groundwater, recycled water, water storage, and stormwater plans in order to meet
projected water demands for the year 2040.

Ms. Lee stated that, following the regional portfolio development, Rand Corporation will conduct
resiliency testing to determine points of failure against unforeseen conditions. We will reconvene with the
Board and Policy Committee in October or November to present the results and evaluate how well our
goals have been met.

Following Ms. Lee’s presentation, Chairman Jim Bowman opened the floor for comments, beginning by
expressing his appreciation for the partnership between the agencies.

Ms. Sandra Rose, Board President of Monte Vista Water District, asked about the Rand study, and how
the needs of each individual agency will be addressed. She also asked what information Rand will be
gathering and how they will gather it. Ms. Lee responded that the IRP is structured on a regional basis,
and planning is done at the highest level for that region. Ms. Davis stated that the issue of whether or not
to build a plan from the bottom up has been addressed by staff, and the agency has invested in the
regional approach, although the plan can include agency review in the next steps.

Policy Committee Member Earl Elrod, Council Member with the City of Chino, inquired about future rates
and what cutting back 25% will do to IEUA’s bottom line. Mr. P. Joseph Grindstaff, General Manager of
IEUA, responded that most of the Agency’s revenues associated with water are fixed and not variable.
Those who sell the water will feel a much larger impact.

Ms. Rose asked about the timeline and the fact that we are already in August. She asked if it’s realistic to
stick to this timeline. Ms. Lee responded that there is time to include additional project in the plan.

Mr. Mark Kinsey, General Manager of Monte Vista Water District, addressed the committee from the
audience, stating that each agency has different needs. Not every agency may feel the need to participate
if they are in good shape, particularly in regard to water reduction. Mr. Grindstaff stated that the plan can
be looked at individually, but some of it is going to have to happen on a project-by-project basis. He
referenced the Memorandum of Understanding with Monte Vista and the City of Pomona and its focus on
one specific project that benefits Monte Vista Water District, Pomona, and the region.
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Chairman Bowman addressed the issue of each member agency have specific needs, but there must be a
collective buy-in. The components can be refined, but the key elements have to be made as part of the
global view.

Another joint workshop will be held in November to present and discuss results of the regional portfolios.

Chairman Bowman expressed his appreciation for the staff.

ADJOURNMENT — The Special Workshop meeting was adjourned at 10:56 a.m.

Steven J. Elie, Secretary/Treasurer

APPROVED: SEPTEMBER 16, 2015
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Date: November 4, 2015

To: Regional Policy Committee

From: Inland Empire Utilities Agency V
Subject: Recycled Water Policy Principles
RECOMMENDATION

It is requested that the Regional Policy Committee provide comments and recommendations on
the Recycled Water Policy Principles for IEUA Board consideration and approval.

BACKGROUND

The Inland Empire Utilities Agency (IEUA) and its contracting agencies have developed a
successful regional Recycled Water Program for both direct use and groundwater recharge. In
2000, the region identified that recycled water use was a critical component in drought-proofing
and maintaining its economic growth. With imported water rates increasing and long-term
imported supply reliability in decline, the region committed to aggressively and proactively
develop local water supplies to offset these impacts. This set the path for the development of a
regional recycled water distribution system.

While the foundational commitment to beneficial reuse of recycled water has remained
unchanged, some fundamental concepts have been questioned over the past few years. This has
resulted in the region working together to develop Recycled Water Policy Principles to address
the changes since the inception of the program. The region’s goal to maximize the beneficial use
of recycled water has not changed. However, the commitment to connect additional recycled
water users has stagnated over the past few years. At this time, several contracting agencies are
struggling with the inherent conflict between use in excess of “base entitlement” (as defined by
the Regional Sewage Service Contract) and the prioritization of direct use over groundwater
recharge. The struggle has led some contracting agencies to be concerned about their local
benefit and perceived inequities.

In order to move forward together as a region, it is appropriate to reevaluate and affirm the
regional Recycled Water (RW) Policy Principles prior to implementing any remaining
significant system improvements to the Recycled Water Program and to clarify how these
principles will govern the future benefits received by all IEUA contracting agencies.
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IEUA has been meeting with the contracting agencies for the last few years to develop
modifications to the foundational principles. Subsequent to the Regional Technical Committee
Meeting in September, the agencies collectively met at a workshop on October 13, 2015 to
finalize recommendations on the RW Policy Principles.

The proposed RW Policy Principles resulting from these discussions are summarized below and
provided in the attachment in detail.

Recycled Water Policy Principles

1. Continue the development of the Regional Recycled Water infrastructure by
providing equitable access for the contracting agencies to achieve reuse of 50,000
AF/year by 2025.

2. Pursue the long term acquisition of recycled water from out of service area sources
to supplement the regional supply.

3. Pursue the long term transfer of recycled water from IEUA service area in
exchange for supplemental water supply.

1. Ensure efficient use of recycled water at the point of use, consistent with rules and
expectations of responsible potable water use and laws governing the use of
recycled water.

1. Contracting agency entitlement based on wastewater contribution, future external
supplies and any acquisition of another contracting agency’s unused entitlement.

i. This entitlement may be used for Santa Ana River discharge obligations,
direct use and /or regional recharge.

2. Contracting agency use above entitlement, as described in 3.1, will require
replacement water (ie. Stored water, supplemental water, surcharge, acquisition of
another contracting agency’s unused entitlement, etc...) be passed on to
contracting agencies with surplus entitlement, with the exception of the below in
2.ii.

i. This entitlement may be used for Santa Ana River discharge obligations,
direct use or regional recharge.
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ii. If a contracting agency’s current direct use exceeds entitlement, current
direct use may be grandfathered temporarily or phased in until the agency
reaches entitlement as defined in section 3.1. Groundwater recharge
allocations will be curtailed for the agency and redistributed to the other
agencies under entitlement during that temporary period. Any new
connections that require additional supplies above an agency’s
entitlement and the current grandfathered amount will require external

supplies or acquisition of another contracting agency’s unused
entitlement. ***

4. The regional recycled water system will be operated based on the following priorities
for recycled water deliveries:

1. Minimal operational discharges (instrumentation, environmental obligations, etc.)
2. Contracting agency deliveries
3. Regional groundwater recharge

5. Meet peak recycled water direct demands through coordinated demand
management of recycled water deliveries.
1. Large users will have pressure sustaining valves to ensure that overall regional
demands are reliably met.

6. Maintain a financially viable recycled water program with rates that incentivize use of
all available recycled water and that provides funding to achieve full cost-of-service
for the recycled water program.

1. Set recycled water rates that cover the full cost of Operations & Maintenance
(O&M) and Rehabilitation & Replacement (R&R) for the system.

7. Maximize the use of recycled water capital investments made by IEUA and its
contracting agencies with recycled water use within the region.

1. Contracting agencies shall substantially fulfill prior recycled water connection
commitments for all existing infrastructure.

2. Firm contracting agency commitments for recycled water use will drive new
regional investments.

3. Expand regional system to maximize groundwater recharge opportunities.

*** Ttem still under discussion with the Regional Technical Committee

ATTACHMENT: RW Policy Principles



\

¢ Inland Empire Utilities Agency
A MUNICIPAL WATER DISTRICT

RECYCLED WATER POLICY PRINCIPLES

Introduction

The Inland Empire Utilities Agency (IEUA)} and its contracting agencies have developed a successful regional
Recycled Water Program for both direct use and groundwater recharge. As the Program continues to advance,

it is important to summarize and update the history, operating philosophies, and policy principles on which the
Program was founded.

In 2000, the region identified that recycled water use was a critical component in drought-proofing and
maintaining its economic growth. With imported water rates increasing and long-term imported supply
reliability in decline, the region committed to aggressively and proactively develop local water supplies to offset
these impacts. This set the path for the development of a regional recycled water distribution system and a
Recycled Water Implementation Plan.

The use of recycled water presented several advantages to the region: it is one of the most significant and
underutilized sources of local water supply; it is reliable during drought and climate change conditions; and it
requires significantly less energy than imported water to deliver to customers thus reduces greenhouse gas
emissions. The development of recycled water is the cornerstone of a larger regional initiative to improve water
supply reliability through enhanced local supplies. IEUA, in partnership with its contracting agencies and Chino
Basin Watermaster (CBWM), invested over $600 million over the last fifteen years in water recycling,
conservation, recharge improvements, the MWD groundwater storage and recovery project, the Chino Desalter,
and other water management programs. These programs collectively reduce the region’s need for imported
water especially during drought or conditions when imported water supplies are not available. In addition to
the region switching large potable water users to recycled water, IEUA and CBWM obtained a landmark permit
in 2005 for groundwater recharge using IEUA’s high-quality recycled water.

By 2007, Southern California was experiencing one of its driest years with the potential for entering an extended
drought period. The State of California subsequently made water recycling an important element of California’s
water supply policy and adopted a statewide goal of achieving 1,000,000 acre-feet (AF) of reuse by 2010. In
response, in November 2007 IEUA and its contracting agencies unanimously adopted and committed to
implement the Three Year Recycled Water Business Plan which laid out a focused and cost-effective approach to
rapidly expand the availability and use of recycled water within IEUA’s service area.

By 2014, over $250 million has been invested into the implementation of a robust Recycled Water Program. The
region has achieved Program success by leveraging heavily on grant funding and loans. With unanimous
regional support, annual recycled water use grew from approximately 5,000 AF in FY 04/05 to over 38,500 AF in
FY 13/14. Critical to the economical and efficient operation of the system, each contracting agency made
commitments to complete initiatives with the goal to increase direct reuse within their service areas. While
some contracting agencies accomplished or far exceeded their local goals, some contracting agencies have not
been able to fully achieve their original commitments.

October 23, 2015 Page1lof3
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The region’s goal to maximize the beneficial use of recycled water has not changed. However, the commitment
to connect additional recycled water users has stagnated over the past few years. At this time, several
contracting agencies are struggling with the inherent conflict between use in excess of “base entitlement” (as
defined by the Regional Sewage Service Contract) and the prioritization of direct use over groundwater

recharge. The struggle has led some contracting agencies to be concerned about their local benefit and
perceived inequities.

In order to move forward together as a region, it is appropriate that we reevaluate and affirm the regional
Recycled Water Policy Principles, in order to guide the updates to the Regional Sewer Service Contract, prior to
implementing any remaining significant system improvements to the Recycled Water Program and to clarify how
these principles will govern the future benefits received by all IEUA contracting agencies.

Draft Recycled Water Policy Principles

These principles are not binding. These principles are intended to be a framework for the development of
regional contract amendment. Implementation schedule and details of these principles will be further developed
and included with the regional contract amendment addressing recycled water.

1. Continue the development of the Regional Recycled Water infrastructure by providing equitable
access for the contracting agencies to achieve reuse of 50,000 AF/year by 2025.

2. Pursue the long term acquisition of recycled water from out of service area sources to
supplement the regional supply.

3. Pursue the long term transfer of recycled water from IEUA service area in exchange for
supplemental water supply.

1. Ensure efficient use of recycled water at the point of use, consistent with rules and expectations
of responsible potable water use and laws governing the use of recycled water.

1. Contracting agency entitlement based on wastewater contribution, future external supplies and
any acqguisition of another contracting agency’s unused entitlement.

i. This entitlement may be used for Santa Ana River discharge obligations, direct use and
for regional recharge.

2. Contracting agency use above entitlement, as described in 3.1, will require replacement water
(ie. Stored water, supplemental water, surcharge, acquisition of another contracting agency’s

October 23, 2015 Page 2 of 3



[ \ inland Empire Utilities Agency

A MUNICIPAL WATER DISTRICT

unused entitlement, etc...) be passed on to contracting agencies with surplus entitlement, with
the exception of the below in 2.il.

i. This entitlement may be used for Santa Ana River discharge obligations, direct use or
regional recharge.

ii. If a contracting agency’s current direct use exceeds entitlement, current direct use may
be grandfathered temporarily or phased in until the agency reaches entitlement as
defined in section 3.1. Groundwater recharge allocations will be curtailed for the agency
and redistributed to the other agencies under entitlement during that temporary period.
Any new connections that require additional supplies above an agency’s entitlement and
the current grandfathered amount will require externaof supplies or acquisition of another
contracting agency’s unused entitlement. *¥#*

4. The regional recycled water system will be operated based on the following priorities for recycled
water deliveries:

1. Minimal operational discharges {instrumentation, environmental obligations, etc.)
2. Contracting agency deliveries
3. Regional groundwater recharge

5. Meet peak recycled water direct demands through coordinated demand management of recycled
water deliveries.

1. Large users will have pressure sustaining valves to ensure that overall regional demands are
reliably met.

6. Maintain a financially viable recycled water program with rates that incentivize use of all available
recycled water and that provides funding to achieve full cost-of-service for the recycled water
program.

1. Set recycled water rates that cover the full cost of Operations & Maintenance {O&M) and
Rehabilitation & Replacement {R&R) for the system.

7. Maximize the use of recycled water capital investments made by IEUA and its contracting agencies
with recycled water use within the region.

1. Contracting agencies shall substantially fulfill prior recycled water connection commitments for
all existing infrastructure.

2. Firm contracting agency commitments for recycled water use will drive new regional
investments.

3. Expand regional system to maximize groundwater recharge opportunities.

*** |tem still under discussion with the Regional Technical Committee

QOctober 23, 2015 Page30f3
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Recycled Water Recharge Actuals / Plan - September 2015 (Acre-Feet)
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Date: October 29, 2015/November 4, 2015
To: Regional Committees

From: Inland Empire Utilities Agency @/
Subject: Annual Water Use Report
RECOMMENDATION

This is an information item for the Regional Committees to review.

BACKGROUND

The item was presented as an informational item at the IEUA Board of Directors meeting on
October 14, 20135.
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Date: October 14, 2015
To: The Honorable Board of Directors
From: P. Joseph Grindstaff

General Manager

Chris Berch

Executive Manager of Engineering/Assistant General Manager
Submitted by: Sylvie Lee

Manager of Planning & Environmental Compliance
Subject: Annual Water Use Report for Fiscal Year 2014/15
RECOMMENDATION

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

BACKGROUND

Inland Empire Utilities Agency (IEUA) staff monitors and compiles water use data from each of
its retail agencies in the IEUA’s service area to track overall water demands and sources of
supply. Each year, this data is compiled into an Annual Water Use Report. Data includes
monthly water use (by each member agency and by source of supply), a five-year history of

water use, and retail agency water usage as a percentage of the total water used in the service
area.

In FY 2014/15, Southern California experienced its third year of drought, with over half of the
state experiencing “exceptional drought” conditions. Due to the prolonged drought featuring
record high temperatures and low rainfall, Governor Brown declared a drought State of

Emergency in January 2015 and directed state officials to take all necessary actions to prepare
for water shortages.

In May 2015, this was followed by the State Water Board adopting emergency regulations
requiring an immediate 25% reduction in residential potable use which went into effect on April
1. The regulation used a sliding scale based on gallons per capita per day and requires monthly
reporting from retail agencies to compare monthly usage to 2013 data. Since FY 2013/14 the
service area has reduced residential potable water use by 10% (excludes CDA and RW). Per the
executive order the Department of Water Resources (DWR) also convened an independent
technical panel to review and update the statewide Model Water Efficient Landscape Ordinance
(MWELQ) with the goal of reducing water used for outdoor irrigation for existing and new
construction.
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Overall water consumption within the IEUA’s service area decreased 11% (~24,217 AF)
since FY 2013/14. Chino Desalter Authority (CDA) production decreased slightly by ~250
AF and direct use recycled water decreased by ~1,700 AF.

IEUA anticipates a trend of declining usage as a response to the drought in California.
Although development is anticipated to continue and growth may rebound at the end of the
drought, long-term demands are not expected to greatly increase. This analysis came from
demand modeling conducted as part of IEUA’s 2015 Integrated Resources Plan (IRP) which
found that new developments in the region tends to be more water efficient due to changes
in the plumbing code, higher density developments with less landscaping, and compliance
with the existing model landscape ordinance requirements set forth in AB1881.

In addition, aggressive efforts are being made to diversify and maximize local resource
development, expand water use efficiency programs, and assist interested member agencies
with the development of budget based rate structures. These efforts have better prepared the

service area to cope with future dry years and increase regional resiliency in the face of
climate change.

Below is a summary and update on the region’s major water supply efforts and programs:

¢ [EUA and its member agencies have continued work on IRP to adopt an overall
strategy for developing water supplies and meeting projected demands within the
IEUA service area in a cost-effective manner. The plan developed an updated
demand model based on new regional development trends of high density, efficient
indoor devices, and low outdoor water use plants per state legislation. IRP
completion is anticipated for winter 2015.

e The 2015 Water Use Efficiency Business Plan is under development, which will be
completed by winter 2015,

¢ IEUA completed the 2015 Recycled Water Program Strategy, which will further
implement the Recycled Water Business Plan to expand its connected demand and
maximize recycled water deliveries for both direct use and groundwater recharge.
In FY 2014/15 member agency direct recycled water use was 20,515 AF.

¢ [JEUA and its member agencies are continuing to work towards completing the
Phase III expansion of the Chino Desalters, which will increase capacity from
24,600 AFY to 40,000 AFY. In FY 2014/15, the Chino Desalters production
yielded approximately 14,500 AF,

o [JEUA and its member agencies continue to implement the water use efficiency
programs outlined in the long term Regional Water Use Efficiency Business Plan
completed in September 2010. This document serves as the blueprint for the
Agency’s existing regional programs while providing the guidance for developing
new cost-effective initiatives. The plan is also being updated as part of the IRP
process. Future conservation targets are anticipated to be much more aggressive as

G:\Board-Rec\2015\15244 FY 14/15 Annual Water Use Report 10-14-15
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Page 3
a result of the IRP. In FY 2014/15, the regional water use efficiency programs
doubled savings from FY 2013/14 reaching a record high of approximately 1,033
AF, and an estimated lifetime savings of 8,852 AF.

Development of the Annual Water Report is consistent with the IEUA business goal of Water

Reliability, namely tracking of water usage to support planning for the development of new

water supplies, recycled water and groundwater recharge.

PRIOR BOARD ACTION

None,

IMPACT ON BUDGET

None.

Attachment: FY 2014/15 Annual Water Use Report
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Annual Water Use Report
for

IEUA Service Area

FY 2014-2015
Retail Agency Water Use and Five Year History
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Preface

FY 2014-15 Water Use Summary Report

Inland Empire Utilities Agency (IEUA) staff monitors and compiles water use data from each of its
retail agencies in the IEUA’s service area to track overall water demands and sources of supply. Each
year, this data is compiled into an Annual Water Use Report. Data includes monthly water use (by
each member agency and by source of supply), a five-year history of water use, and retail agency water
usage as a percentage of the total water used in the service area.

In FY 2014/15, Southern California experienced its third year of drought, with over half of the state
experiencing “exceptional drought” conditions. Due to the prolonged drought featuring record high -
temperatures and low rainfall, Governor Brown declared a drought State of Emergency in January
2015 and directed state officials to take all necessary actions to prepare for water shortages.

In May 20135, this was followed by the State Water Board adopting emergency regulation requiring an
immediate 25% reduction in overall potable use which went into effect on April 1. The regulation
used a sliding scale based on residential gallons per capita per day and requires monthly reporting from
retail agencies to compare monthly usage to 2013 data. Since FY 2013/14, the service area has
reduced residential potable water use by 10% (excludes CDA and RW). Per the executive order the
Depart-ment of Water Resources (DWR) also convened an independent technical panel to review and
update the statewide Model Water Efficient Landscape Ordinance (MWELO) with the goal of reducing
water used for outdoor irrigation for existing and new construction.

Regional Monthly Total Water Usage FY 14/15 Comparison to FY13/14
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IEUA Member Agency Overall Total Water Use Trend
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Overall water consumption within the TEUA’s service area decreased 11% (~24,217AF) since FY
2013/14. Chino Desalter Authority (CDA) production decreased slightly by ~250 AF and direct use
recycled water decreased by ~1,700 AF.

IEUA anticipates a trend of declining usage as a response to the drought in California. Although de-
velopment is anticipated to continue and growth may rebound at the end of the drought, long-term
demands are not expected to greatly increase. This analysis came from demand modeling conducted
as part of IEUA’s 2015 Integrated Resources Plan (IRP) which found that new developments in the
region tends to be more water efficient due to changes in the plumbing code, higher density develop-
ments with less landscaping, and compliance with the existing model landscape ordinance require-
ments set forth in AB1881.

In addition, aggressive efforts are being made to diversify and maximize local resource development,
expand water use efficiency programs, and assist interested member agencies with the development
of budget based rate structures. These efforts have better prepared the service area to cope with future
dry years and increase regional resiliency in the face of climate change.

Below is a summary and update on the region’s major water supply efforts and programs:

« IEUA and its member agencies have continued work on IRP to adopt an overall strategy for de-
veloping water supplies and meeting projected demands within the IEUA service area in a cost-
effective manner. The plan developed an updated demand model based on new regional develop-
ment trends of high density, efficient indoor devices, and low outdoor water use plants per state
legislation. IRP completion is anticipated for winter 2015.



IEUA completed the 2015 Recycled Water Program Strategy, which will further implement the
Recycled Water Business Plan to expand its connected demand and maximize recycled water de-liveries

for both direct use and groundwater recharge. In FY 2014/15 member agency direct recycled water use
was 20,515 AF.

IEUA and its member agencies are continuing to work towards completing the Phase III expansion
of the Chino Desalters, which will increase capacity from 24,600 AFY to 40,000 AFY. In FY
2014/15, the Chino Desalters production yielded approximately 14,500 AF.

IEUA and its member agencies continue to implement the water use efficiency programs outlined
in the long term Regional Water Use Efficiency Business Plan completed in September 2010. This
document serves as the blueprint for the Agency’s existing regional programs while providing the
guidance for developing new cost-effective initiatives. The plan is also being updated as part of the
IRP process. Future conservation targets are anticipated to be much more aggressive as a result of
the IRP. In FY 2014/15, the regional water use efficiency programs doubled savings from
FY13/14 reaching a record high of approximately 1,033 AF, and an estimated lifetime savings of
8,852 AF.

The 2015 Water Use Efficiency Business Plan is under development, which will be completed by
winter 2015.



IEUA would like to thank its member agencies for their assistance in compiling the data
contained in this report.
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Chino Basin Groundwater — Water pumped from the Chino Basin Aquifer and treated by
retail water agencies for all potable uses within the IEUA service area.

Desalter Water — Water pumped from Chine Basin Desalter I owned and operated by the
Chino Basin Desalter Authority (CDA). Groundwater, with high levels of dissolved
solids, is treated and distributed to several retail agencies within the IEUA’s service
area for potable uses.

Imported Water (MWD) — Water from Northern California and supplied by the Metropoli-
tan Water District of Southern California (MWD), and water transferred from other
groundwater basins to retail water agencies operating within the IEUA service area.
All Tier I and Tier II deliveries are included in this category.

Other Groundwater — Water produced from other local groundwater basins to retail water
agencies operating within IEUA’s service area.

Surface Water — Water collected by retail water agencies from mountain runoff and storm
flows, which is collected and treated for potable use.

Recycled Water — Title 22 recycled water produced by the IEUA at its water recycling
plants for distribution through separate pipelines to retail water agency customers for

all non-potable uses.

WECWC- West End Consolidated Water Company supplies some water to the City of Up-
land.

WVWD — West Valley Water District

42
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~

1 ‘@i Infand Empire Utilities Agency
) ATE

A MUNICIPAL WATER DISTRICT

Date: October 29, 2015/November 4, 2015
To: Regional Committees

From: Inland Empire Utilities Agency %
Subject: Ten-Year Growth Forecast
RECOMMENDATION

This is an information item for the Regional Committees to review.
BACKGROUND

The item was presented as an informational item at the IEUA Board of Directors meeting on
October 14, 2015.
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£ = ‘Inland Empire Utilities Agency
W A MUNICIPAL WATER DISTRICT

Date: November 4, 2015

To: Regional Policy Committee
From: Inland Empire Utilities Agency
Subject: Energy Management Plan
RECOMMENDATION

This is an Informational Item for the Regional Committee to review.

BACKGROUND

This item will be presented at the IEUA Board of Directors meeting on December 16, 2015.
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*  Iniand Empire Ulilities Agency

. A MUNICIPAL WATER DISTRICT
Date: October 29, 2015/November 4, 2015
To: Regional Committees
From: Inland Empire Utilities Agency b/
Subject: Fourth Quarter Budget Variance Report
RECOMMENDATION

This is an information item for the Regional Committees to review.

BACKGROUND

The item was presented as an informational item at the IEUA Board of Directors meeting on
October 14, 2015.
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% inland Empire Utilities Agency
A MUNICIPAL WATER DISTRICT

Date: October 14, 2015 (Special Board Meeting)
To:; The Honorable Board of Directors
From P. Joseph Grindstaff

General Manager

Submitted by: Christina Valencia
Chief Financial Officer/Assistant General Manager

Javier Chagoyen-Lazaro
Manager of Finance and Accounting

Subject: FY 2014/15 Fourth Quarter Budget Variance, Performance Goals Updates,
and Budget Transfer
RECOMMENDATION

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

BACKGROUND

The Budget Variance report presents the Agency’s financial performance through fourth quarter
ending June 30, 2015. Exhibit A provides a comparison of actual revenues and expenses against
the FY 2014/15 amended budget including a discussion of major categories with the most
significant variances. Exhibit B provides a progress status of Division and Department Goals
and Objectives as established in FY 2014/15 adopted budget. Exhibit C-1 presents a summary of
Operations and Maintenance (O&M) budget transfers approved by management for the fourth
quarter, Exhibit C-2 presents a summary of the GM contingency account activity, and Exhibit D
lists Board approved budget amendments and management approved budget transfers for capital
and O&M projects. Attachment A provides the FY 2014/15 financial overview of each of the
Agency’s programs.

TOTAL REVENUES AND OTHER FUNDING SOURCES

Overall, the Agency received total revenues and other funding sources at the end of the FY
2014/15 were $199.8 million, or 101.2% of the amended budget (Exhibit A detail). The major
change in the amended budget of $197.4 million compared to the adopted budget of $153.4
million was the inclusion of $34.1 million pass-through MWD imported water sales and
corresponding purchases recorded in the Water Resources (WW) Fund.



Budget Variance and Performance Goals Updates for the
Fourth Quarter Ended June 30, 2015

October 14, 2015

Page 2 of 6

The following section highlights key variances:

User Charges — User charges were $62.9 million or 101.8% of amended budget. This
category includes $46.7 million from EDU volumetric, $10.1 million for non-reclaimable
wastewater fees, $4.9 million for water meter service charges, and $0.8 million for
imported potable water surcharge. EDU volumetric fees were slightly over budget due to
higher volume reported by the city of Fontana and Cucamonga Valley Water District,
3.1% and 6.2% respectively.

Connection Fees — Member agencies reported a total of 2,953 Equivalent Dwelling Units
(EDU) new connections, approximately 98.4% of the budgeted 3,000 EDUs which is
equivalent to $15.1 million of the budgeted $15.3 million.

Recycled Water Sales — Recycled water sales at the end of the fiscal year were $10.0
million, or 104.9% of amended budget. Direct delivery was 22,580 acre feet (AF), $6.3
million, and groundwater recharge was 10,840 AF, $3.7 million. Total year to date
deliveries of 34,419 AF compared favorably to the 32,000 AF budgeted for the fiscal
year.

MWD Imported Water Sales — Total MWD pass-through imported water revenue were
$34.1 million for 58,905 AF compared to amended budget of 65,000 AF. The addition of
MWD imported pass-through water sales and purchases accounts for the major change in
the amended budget for this category.

MWD LPP Rebate —Direct recycled water sales in excess of 3,500 AF and up to 17,000
AF are eligible for the Metropolitan Water District (MWD) Local Project Program (LPP)
at a rate of $154/AF, for a maximum amount of $2.1 million per fiscal year. By the end
of the fourth quarter, the total maximum allowable rebate of $2.1 million was achieved
for 17,000 AF of credit or 100.0% of total budget.

Property Taxes — Tax receipts at the end of the fiscal year were $40.9 million or 101.8%
of the amended budget. General ad-valorem property taxes reccived from the San
Bernardino County Tax Assessor (County) were $28.9 million and “pass through”
incremental tax receipts were $12 million. Actual property tax growth for FY 2014/15
was 5% compared to the budgeted 3%.

Grants & Loans — Total amount invoiced for grants and loans was $26.0 million or
115.4% of the amended budget comprised of; $2.3 million in grants and $20.2 million in
SRF loan proceeds for the Southern and Central/Wineville Area projects. The surplus in
SRF loan receipts are related to the change orders for the Southern Area projects resulting
in additional costs.

G:\Board-Rec\2015\15242 FY 2014/15 Fourth Quarter Budget Variance and Performance Goals Updates



Budget Variance and Performance Goals Updates for the
Fourth Quarter Ended June 30, 2015

October 14, 2015

Page 3 of 6

o Cost Reimbursements — Total cost reimbursements were $5.8 million or 99.1% of the
amended budget. Reimbursements include $3.4 million from the Inland Empire Regional
Composting Authority (IERCA), $1.2 million from Chino Basin Desalter Authority
(CDA), and $1.2 million from Chino Basin Watermaster (CBWM).

* Other Revenues — Total other revenues were $2.4 million or 48% of the amended budget.
Other revenues include $1.2 million for the recovery of the deferred 4R capital charges
from Non-Reclaimable Wastewater (NC) fund, $0.7 million from lease revenue for the
RP-5 Solids Handling Facility, $0.3 million in project reimbursements. Delays in the
reimbursable projects from Recycled Water and Water Resources Programs accounted
for the lower revenue.

TOTAL EXPENSES AND USES OF FUNDS

The Agency’s total expenses through the end of FY 2014/15 were $210.8 million, or 88.9% of
the amended budget.

The increase of $74.8 million between the adopted budget of $162.3 million and the amended
budget of $237.1 million is accounted by the inclusion of $34.1 million of MWD imported water
purchases, $16.8 million of encumbrances carried forward from FY 2013/14 (net of $2.5 million
returned to FY 2013/14), and $22.5 million in budget amendments for various projects: $15.0
million for Wineville Extension Recycled Water Pipeline Segments A & B; $4.0 million for 930
Zone Recycled Water Pipeline Project; and $3.2 million for RP-1 Qutfall Relocation.

Key highlights of expenses are:

¢ Employment Expenses — Employment expenses through the end of the fiscal year were
$40.3 million or 91.0% of amended budget. The favorable variance was due to a higher
than anticipated vacancy factor. A total of 17 positions were vacant and an additional 15
were on hold at the end of the quarter, equivalent to a 12.0% vacancy factor which
exceeds the Agency’s budgeted rate of 5.0%.

o Professional Fees & Services — This category expenses were $7.0 million, or 87.1% of
the amended budget. The positive variance is attributed to the timing of services, planned
work or services were not being performed, or work started in this fiscal year and is
expected to be completed in the following fiscal year. For example, maintenance and
housekeeping tasks such as rebuilding of primary effluent pumps, submersible pumps, air
conditioning duct cleaning were not executed at RP-2, RP-5, and Carbon Canyon, and
HQ-A restroom hardware upgrades. As a result, $1.1 million of the amended budget was
carried forward to the next fiscal year.

e Chemicals — Total chemical expenses were $4.2 million or 91.9% of amended budget.
Favorable variance was due to effective process optimization, suspension of chemical use

G:\Board-Rec\2015\15242 FY 2014/15 Fourth Quarter Budget Variance and Performance Goals Updates



Budget Variance and Performance Goals Updates for the
Fourth Quarter Ended June 30, 2015

October 14, 2015

Page 4 of 6

during primary clarifier maintenance and decreased plant influent flow enabled
operations and maintenance to maintain lower expenditures while maintaining permit
compliance parameter, solids capture, and recycled water quality at reduced costs.

o Operating Fees — Operating expenses at the end of the fiscal year were $12.5 million or
93.7% of the amended budget. The favorable variance can be attributed to lower strength
and imbalance charges (pass through) in the Non-Reclaimable Waste (NRW) system and
lower than budgeted waste permit reviews.

o Utilities — This category expenses were $9.1 million or 90.7% of the amended budget.

* Electricity cost was slightly higher due to additional imported kWh to compensate
for the low fuel cell production at RP-1, and higher actual average rate of
$0.125/kWh compared to the budgeted rate of $0.120/kWh.

» Natural gas was favorable due to lower gas rate averaging $0.41/therm compared
to the budgeted rate of $0.80/therm.

* Power generated from solar panels was lower in FY 2014/15 compared to FY
2013/14, which was served as the baseline for the FY 2014/15 budget. Electricity
generated from the solar power is directly related to the amount of sunlight
experienced this year.

o MWD Imported Water Purchases — Total MWD pass-through imported water purchases
were $34.1 million for 58,905 AF compared to the amended budget of 65,000 AF. The
inclusion of MWD imported water purchases accounts for one of the major changes in
the overall amended budget.

» Special and Reimbursable Projects — O&M project expenditures were $4.2 million or
39.6% of the amended budget. The favorable variance is due to the delay of water
resources related projects. As a result, $5.8 million of the FY 2014/15 amended budget
has been carried forward to FY 2015/16.

s Capital Projects—Total capital project expenditures were $54.8 million or 84.4% of the
amended budget inclusive of $8.3 million carried forward from the prior fiscal year.
Recycled water projects accounted for approximately 65% of total capital project costs
through the end of the fiscal year, and 10% was related to Regional Wastewater projects.

o Debt Service — Total principal, interest and financial expenses were $36.1 million or
97.7% of the amended budget. This amount includes: $14.7 million payment for the
early redemption of the 2005A Revenue Bonds in November 2014. The 2008B Variable
Rate Demands Bonds interest rate continues to stay below the budgeted 1% rate, with the
actual rate averaging 0.049% for the fiscal year.

More detailed explanations of significant revenue and expenses are included in the attached
Exhibit A.
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Fourth Quarter Ended June 30, 2015
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FUND BALANCES AND RESERVES

Based on the preliminary unaudited year-end results, fiscal year 2014/15 presents a net shortfall
in total sources of funds over total uses of funds of $11.0 million primarily due to the early
redemption of the 2005A Revenue bonds. The consolidated ending fund balance is estimated at
$140.1 million. Included in both revenue and expense categories is the “pass-through” sale and

purchase of MWD imported potable water deliveries for $34.1 million corresponding to 58,906
AF.

The operating activities indicated a net decrease of $0.8 million compared to the amended
budget. Lower employment expenses (vacancy factor) and delay in special (O&M) project
spending accounted for the lower than budget. Approximately $5.8 million of water
conservation and water quality related projects were carried forward to the FY 2015/16.

The non-operating activities show a net decrease of $10.2 million. The non-operating expenses
comprised of debt service and capital improvement plan (CIP) expenditures. The significant
decrease compared to the amended budget was due to delay in capital project execution. As a
result, approximately $8.3 million of regional wastewater and recycled water related projects
were carried forward to the FY 2015/16.

Comparative of Total Revenues, Total Expenses, and Fund Balance ($Millions)

F:::::gf Fiscal _Yq;r Actual % of
Operating ; Budget Ended 6/30/15 Amended
Operating Revenue $117.6 $118.7 100.9 %
Operating Expense $134.7 $119.5 88.7%
Operating Net Increase/(Decrease) (817.1) ($0.8)

o IR S P
Non-Operating Revenue $798 $81.1 101 6%
Non-Operating Expense $102.3 $91.3 89.2%
Non-Operating Net Increase/(Decrease) ($22.5) ($10.2)

e A S
Total Sources of Funds $197.4 $199.8 101.2%
Total Uses of Funds $237.0 $210.8 88.9%
Total Net Increase/(Decrease) ($39.6) ($11.9)

Beginning Fund Balance $151.1 $151.1
Ending Fund Balance $111.5 $140.1
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Budget Variance and Performance Goals Updates for the
Fourth Quarter Ended June 30, 2015

October 14, 2015

Page 6 of 6

GOALS AND OBJECTIVES

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

BUDGET TRANSFERS AND AMENDMENTS
O&M budget transfers for this quarter accounted for $0.8 million as detailed in Exhibit C-1.

Additionally, FY 2014/15 adopted budget included $400,000 of General Manager (GM)
Contingency Account in the RO Fund and $100,000 in the GG Fund. At the end of the fiscal year,
$375,150 from RO Fund and $100,000 from GG Fund were utilized to support unexpected and
necessary expenses as listed in Exhibit C-2.

Capital and O&M projects budget transfers accounted for $0.5 million as approved by management
during the fourth quarter and are listed in Exhibit D.

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

PRIOR BOARD ACTION

The Board reviewed the Agency’s variance report for FY 2014/15 third quarter ending March
31, 2015, on June 17, 2015.

IMPACT ON BUDGET

The net shortfall in total revenues over total expenses in the amount of $11.0 million resulted in a
total estimated fund balance of $140.1 million for the fiscal year ended June 30, 2015.
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Attachment A

FY 2014/15 Financial Overview of Agency’s Programs

Total Revenues, Expenses, and Fund Balance

Regional Wastewater Capital Improvement (RC) Fund

The unaudited ending fund balance indicated a decrease of $11.9 million compared to the FY

2013/14 ending fund balance primarily due to the early retirement of the 2005A Revenue Bond in
November 2014, and an inter-fund loan of $10.5 million provided for Recycled Water (WC) fund.

&
Total Revenues
YD Actual to Amended: 100,1%
n 50
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Regional Wastewater Operations and Maintenance (RO) Fund

The unaudited ending fund balance indicated an increase of $3.5 million compared to the FY

2013/14 ending fund balance can be attributed by delayed exccution of capital replacement and

rehabilitation and O&M projects.

Also timing in the procurement of administrative/operating

supplies, as a result a total of $0.8million O&M budget was carried forward to FY 2015/16.
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Attachment A

Recycled Water (WC) Fund

« The unaudited ending fund balance indicated an increase of $1.8 million compared to the FY
2013/14 ending fund balance primarily due to Inter-fund loan from RC fund for $10.5 million to

support the capital expenditures.
Total Revenues Total Expenses Total Reserves
YTD Actual to Amended: 102.7% YD Actual to Amended: 50.2% il Actush o Gy 43414
a $55 = $51.0 560 G544 | o Actual:118.2%
- W
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® Broperty Tax ¥ GrantsfLoans B Employment Expenses B Administrative Expenses Actual  * Fund Balance
IPA Cout Reimburserrent  © Other Revenues 8 Operating Expenses # Capital Program
| % Debt Service Transfers Gut

¢ Transiers In

Recharge Water (RW) Fund

o The unaudited ending fund balance presented an increase of $0.6 million compared to the FY
2013/14 ending fund balance due to lower capital and administrative costs.
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Non-Reclaimable Wastewater (NC) Fund

Attachment A

The unaudited ending fund balance resulted in a decrease of $0.9 million compared o the FY

2013/14 ending fund balance was primarily due to higher operating expenses.
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Administrative Services (GG) Fund

The unaudited ending fund balance indicated a decrease of $8.8 million compared to the FY 2013/14

ending fund balance, which can be attributed to the shift of $1.5 million property tax receipts, $4.3
million of inter-fund loan to the Water Resources (WW) fund, and OPEB liability $3.5 million.
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Attachment A

Water Resources Fund

e The unaudited ending fund balance increase of $4.8 million compared to the FY 2013/14 ending
fund balance was primarily due to shift of $§1.5 million property tax receipts and $4.3 million of inter-
fund loan from the GG fund to support program cost and conservation programs.
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A EXHIBIT A
i 7 intand Empire Utilities Agency
.

A MUSNICIPAL WATER DHSTRICY

I. Actual vs. Budget Summary:

% of the Year

Fiscal Year Ended June 30, 2015 Elapsed: 100%
Adopted Amended Fiscal Year
Annual Annual Ended % of Amended
Budget Budget 6/30/2015 Amended vs, Actual Budget
Operating Revenues 582,996,623 $117,575,298 $118,694,653 $1,119,355 101.0%
Nen-Operating
(Other Sources of Fund) 70,436,544 79,819,510 81,154,822 1,235,312 101.7%
TOTAL FUNDING SOURCES 153,433,167 197,394,808 199,849,475 2,454,667 101.2%
Adminlstrative & Operating
Expense {91,015,073) (134,716,795) (119,504,802) 15,211,993 B8.7%
CIP Expense (29,314,800} (64,976,475) (54,833,894) 10,142,581 84.4%
Debt Service / Financial
Expense {41,966,339) (37,358,791) (36,487,209) 871,582 97.7%
TOTAL USES OF FUNDS {162,296,212) (237,052,061) (210,825,905) 26,226,156 88.9%
Surplus/{Deficit) {58,863,045) (539,657,253) (510,976,430 $28,680,823 27.7%

Ac-t;ml vs Annﬁal deget
For the Quarter
Ended June 30, 2015

$250
2
£ %200
2 $150
$100
. == -
@ —
Revenues Adminlstrative & Operating CIP Expense Debt Service / Flnancial Expense
{Incl, Other Funding Sources} Expense
mAmended EiFlscal Year
Annual Ended
Budget 6/30/2015
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2. Actual Revenue vs, Budget:

% of the Year
Elapsed: 100%
Adopted Amended Fiscal Year
Annvual Annual Ended % of Amended
Budget Budget 6/30/2015 Amended vs. Actual Budget
Operating Revenues:
User Cherges $61,812,614 561,812,614 562,943,911 $1,131,298 101.8%
Recycled Water Sales 9,502,500 9,502,502 9,968,164 465,662 104.9%
MWD Water Sales 0 34,146,923 34,146,923 0 100.0%
MWD LPP Rebate 2,079,000 2,079,000 2,079,000 0 100.0%
Property Tax - O&M 3,216,278 3,216,278 3,275,680 59,402 101.8%
Cost Reimbursement 5,437,786 5,869,536 5,815,974 (53,562) 29.1%
Interest 948,445 948,445 445,000 (483,445) 49,0%
OPERATING REVENUES 82,996,623 117,575,298 118,694,653 1,119,355 101.0%
Non-Operating Revenues:
Property Tax - Debt,
Capital, Reserves $36,987,1%6 $36,987,196 $37,670,323 683,127 101.8%
Connection Fees 515,321,000 515,320,999 $15,073,882 (247,117) 98.4%
Grants & Loans 13,394,355 22,562,575 26,043,199 3,480,624 115.4%
Other Revenue 4,733,993 4,948,740 2,367,419 (2,581,321) 47.8%
NON-OPERATING
REVENUES 70,436,544 79,819,510 81,154,823 1,335,313 101.7%
Total Revenues $153,433,167 $197,394,808 $199,849,476 42,454,668 101.2%

Usa;Ch;;ges SR

User charges were $62.9 million, or 102% of the Amended Budget This category includes EDLI volumeiric fees of
$46.7 milion, $10.1 million Non-Reclaimable wastewater fees paid by industrial and commercial users connected to
the brine line system; $4.9 million for water meter service charge to meet our Readiness-te-Serve obligation from
MWD and water use efficiency programs; and $0.8 million for imported potable water surcharge. EDU volumetric
fees were slightly over budget due to higher volume reported by the city of Fontana and Cucamonga Valley Water
District, 3.1% and 6.2% respectively.

“I'?"“roperty Tax/ Advalorem

‘Racycled Water Saies

‘Interest income

The $40.9 million in properly tax receipts included $28.9 millien of general ad-valerem tax from the San Bernardino
County and $12.0 million in "pass-through" incremental taxes (RDA) taxes received. The tax receipts indicated a
5% growth compared to the budgeted 3%.

Recycled water actual direct and groundwater recharge sales were $6.3 million (23,679 AF) and $3.7 million (10,840
AF) respectively, for a combined total $10.0 million or 105% of the budget. Total deliveries of 34,419 AF compared
favorably to the direct and recharge recycled water budget of 32,000 AF due to dry winter along with optimum basin
availability for additional groundwater recharge.

interest Income is approximately 49% of the annual budgel, Lower interest rate due to current fmancial market
condition, with an average rate of the sweep account and LAIF pooled investments at 0.26% compared to the
budgeted interest rate of 0.50%.

'MWD Water Sales

MWD LPP Rebates

Total MWD pass-through imported water revenue were $34.1 million for 58,905 AF compared to amended budget
of 65,000 AF. The addition of MWD imported pass-through water sales and purchases accounts for the major
change in the amended budget for this category.

‘MWD LPP rebate for direct recycled water sales in excess of 3,500 AF and up to 17,000 AF are elighble for the

Matropolitan Water District (MWD) Local Project Program (LPP) at a rate of $154/AF, for a maximum amount of
$2.1 million per fiscal year. By the end of the fourth quartar, the total maximum allowable rebate of $2.1 million was
achieved for 17,000 AF of credit or 100.0% of total budget.

‘Gonnection Fees

Member agencies reported $15.1 million or 98% of the annual budget. A total of 2,953 new connections were
reported through June 2015 compared to annual budget of 3,000 new EDU connections.

Grants and Loans

Total amount invoiced for grants and loans was $26.0 million or 115.4% of the amended budget comprised of, $2.3
million in grants and $20.2 million in SRF lvan proceeds for the Southem and Central/Wineville Area projects. The
surplus in SRF loan receipts are related to the change orders for the Southem Area projects resulting in additional
costs.

Cost Reimbursements JPA

Total cost reimbursements were $5.8 million or 99% in line with the amended budget. Category actual Ingludes
reimbursements of $3.4 milion from the Inland Empire Regional Composting Authority (IERCA), $1.2 million from
Chino Basin Desalter Authority (CDA), and $1.2 million from Chino Basin Watermaster (CBWM). Total cost
reimbursement budget of $5.4 million, includes $1.2 million from CDA, $3.5 milion from IERCA, and $0.7 million
from CBWM.
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Other Revenues

Total other revenues were $2.4 million or 48% of the amended budget. Revenues include $1.2 million for the
recovery of the deferred 4R capital charges from Non-Reclaimable (NC) fund, $0.7 million from lease revenue for
the RP-5 Solids Handling Facility, $0.3 million in project reimbursements. Delays in the reimbursable projects from
Recycled Water and Water Resources Programs accounted for the lower revenue.

3. Actual Operating and Capital ﬂpenm vs.- Budget:“ ‘

% of the Year
Elapsed: 100%
Adopted Amended Fiscal Year
Annual Annual Ended % of Amended
Budget Budget 6/30/2015 Amended vs. Actual Budget
Operating Expenses:
Employment $40,890,683 544,259,740 $40,272,807 $3,986,931 91.0%
Admin & Operating 50,124,390 90,457,055 79,231,995 $11,225,060 B87.6%
OFERATING EXPENSES $91,015,073 5134,716,795 $119,504,802 $15,211,993 88.7%
Non-Operating Expenses:
Capital 29,314,800 64,976,475 54,833,694 510,142,581 84.4%
'Debt Service and All Other
Expenses 41,966,339 37,358,791 36,487,209 $871,582 97.7%
NON-OPERATING EXPENSES £71,281,139 $102,335,266 $91,321,103 511,014,163 89.2%
Total Expenses $162,296,212 $237,052,061 $210,825,905 £26,226,156 88.9%
Employment Expense Employment - 91%
This ¢category includes both wages and benefits. Employment expenses were $40.3 million or approximately 91.0%
of the Amended Budget. The slighty favorable variance was due to a higher than anticipated vacancy factor. A total
of 17 positions were vacant and an additional 15 positions were on hold at the end of the fiscal year, equivalent to a
12% vacancy factor which exceeded the Agency's budgeted vacancy rate of 5.0%
Administrative & Operating  Office and Administrative - 65.7%
Expense The favcrable variance were mainly due to reduction in office supply expense, avoided election expenses, training

and travel related expense. Other items such as contributions and sponsorships and educational reimbursements
were also lower than anticipated.

Insurance Expenses - 88.2%

The favorable variance can be atiributed to less occumrences related to general, automobile and casualty Kabiity
and property loss or damage which resulted to lower deductible claimed.

Professional Fees & Services - 87.1%

Timing of services; planned work or services were not being performed, or work started in this fiscal year expected
to complete in the following fiscal year atiributed to the favorable variance. For example, maintenance and
housekeeping tasks were not executed at RP-2, RP-5, and Carbon Canyon such as rebuilding of primary effuent
pumps, submersible pumps, air conditioning duct cleaning, and HQ-A restroom hardware upgrades. As a result,
$1.1 million of the Amended budgst was carried forward to the next fiscal year.

Materfals & Supplies/ sases/Contribution - 77.9%

The favorable variance was mainly due minimal needs for items such as: fieet parts, equipment tools, laboratory
supplies, and operations and maintenance supplies. Also, timing of replacement parts and routine consumables for
plant maintenance, as a result, $146 thousand of the amended budget was carried forward to the next fiscal year.

Blosolids Recycling - 95.5%

Utllization of the new solar pad to help dry biosolids to significantly reduced hauling costs resulted in a favorable
variance. Overall tonnage removal was 60,354 at $54 per ton.

Chemicals - 31.9%

Total chermical expenses were $4.2 milion or 91.9% of amanded budget. Favorable variance was due to effective
process optimization, suspension of chemical use during primary clarifier maintenance and decreased plant influent
fiow enabled operations and maintenance to maintain lower expenditures while maintaining permit compliance
parameter, solids caplure, and recycled water quality at reduced costs.

MWD Water Purchases - 100%

Total MWD pass-through imported water purchases were $34.1 million for 58,905 AF compared to the amended
budget of 65,000 AF. The inclusion of MWD imported water purchases accounts for the major ¢hange in the
amended budget for this category.
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UHilities - 90.7%

Electricity was slightly higher due to low production from Fuel Gell at RP-1. Low utilization from fuel cell was
subsidized by importing at higher electricity costs. Average rate was $0.125 versus $0.120/kWh budgseted rata.
Matural gas was favorable due to lower gas rate averaging $0.41/therm compared to the budgeted rate of
$0.80/therm. Fuel Cell experienced some reliability issues resulted in lower than the expected electricity production.
Solar panels was lower in FY 2014/15 compared to FY 2013/14, which was used as a baseline for the FY 2014115
budget. Electricity generated from the solar power is directly related to the amount of sunlight experianced this year.

Special and Relmbursable Projects - 34.7% and 67.2%

The combined special and reimbursable project expenditures were $4.2 million or 39.6% of the Amended Budget.
The favorable variance is mainly due to the delay of waier resource related projecis. An estimated budget of $5.8
million or 54.2% of the FY 2014/15 amended special projects has been carried forward to FY 2015/16, The table
below provides a summary of the major projects and current status.

Financial Expens-é;

Financial Expense - 98%

Total financial and other non-operating expenses were $36.5 milion through the end of fiscal year. This amount
includes: $14.7 milion payment for the early redemption of the 2005A Revenue Bonds in November 2014. The
2008B Variable Rate Demands Bonds interast rate continues to stay below the budgeted 1% rate, with the actual
rate averaging 0.049% for the fiscal year.

Capital Expense

Capital Costs - 84.4%

Capital actual expenditures through the end of fiscal year were $54.8 million compared to the amended budget of
$65.0 milion. An estimated budget of $8.3 million or 14.5% of the FY 2014/15 CIP amended budget has been
carried forward to FY 2015/16, Actual cost related to Recycled Water projects was $35.8 million or 65% of the the
total costs and $5.5 million or 10% were related to Regional Wastewater projects. Listed below is a brief status
report on some of the major projects currently under construction.

Summary of major capital and special project expenses and status as of June 30, 2015

Capital Project

Budgeted
Amount
Remaining

Amended YTD
FY 2014115 Expenditure

EN13023

EN13038

EN06025

EN13045

EN13054

EN11035

EN14012

930 Zone Recycled Water Reservoir 7,928,744 7,846,550 82,194
Project is complete with expenditures totaling 99% of the budget. The purpose of the project is to provide storage in the Southern

Sarvice Area and increase pump station capacities. Currently the project is In construction. Last month sewer repair,
appurtenances, and street resurfacing on Foxglove were completed.

RP-1 Qutfall Relocatlon & Upsizing 5,200,000 3,926,543 1,273,457
Project is complete with 100% of the budget to be expended. Notice of completion was filed June 5, 2015, final invoices recieved
and paid in September. The project includes the relocation of an existing 30-inch RP-1 Qutfall recycled waler pipeline outside of its
easement into public right-of-way. Due to increasing capacity demand from the City of Ontario, the pipeling will be upgraded to a 72-
inch pipeline.

Winevllle Extension Recycled Water Pipeline 11,336,749 11,101,385 235,358

8% of the budget was expended by the end of the fourth guarter with completion estimated in July 2015. The project consists of
approximataly 24,000 lineal feet of pipe and will serve recycled water customers as well as provide recycled water for ground water
recharge at the RP-3 and Declez Basins.

Wineville Extension Recyclied Water Plpeline Segment B 9,800,000 8,993,744 906,256

91% of the budget was expended by the end of the fourth quarter, project is estimated to be complete by September of 2015. The
project involves the installation of 2.8 miles of 30" recycled water pipeline in addition to the associated appurtenances. This project
Is in conjunction with EN0B025. Curreéntly parmitting and construction are in progress.

Montclair Lift Station Upgrades 2,635,831 2,192,588 343,243

Project is complete and 86% of the budget was expended by the end of the fiscal year. The project will work to eliminate the
ragging problem at the Montclair Pump Station that arose due to additional flow diverted to RP-1. The project is currently in the
construction phase. HVAC redesign has been completed and the complete bypass and cutage plan is being finalized.

Philadelphla Pump Staticn Upgrades 1,410,742 1,592,150 (181,408)

Project is completed and over the fiscal year budget at 113%, but within the total project budget. The project mitigated problems at
the purmp station including walls and floor surfaces were recoated with a strong resin.

RP-2 Drylng Beds Rehabilitation 1,278,279 916,455 361,824

Project was complete at 72% of the budgeted expense. The project in¢ludes the design, procurement, and installation of drying bed
improvements and temporary provisions for dewatering. The project is currently in consfruction and recent activities include grading
of the west side drying beds.
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Budgeted
O&M & Reimbursable Projects Smended Y1D

. Amount
FY 201415 Expanditure Remalning |
WR15022 Water Use Assessments 800,000 - 800,000

This project was originally established to cover expenses associated with drought response activities. Based on the establishment
of the Govermnor's statewide mandatory water use reductions that were issued on April 1, 2015, staff worked with the Agency’s
member agencies to develop several drought response activities that would support them in meeting their statewide targets. Those
activities include contracting with Omni-Earth to develop agency specific technology based software, development of a regional
drought campaign theme, URL, and roll-out, and the creation and printing of signage. Meetings took place in April, May, and June
2015 to launch the activities. Expenses are now being received in 1st and 2nd gquarter FY 15-186 for the launch of those activities.

PA15001 Underground Plping Rehabl{itation 220,000 51,980 168,020

24% of the budget was expended by the end of the fourth quarter. This project is an annual appropriation for the rehabilitation or
repair of the Agency’s underground assets. This includes pipes vaults, channels, and process galleries. All contracts related to this
project have been completed.

EP15001 RP-1/RP-2 Digester Cleaning Project 730,000 17,888 712,112
9% of the budget was expended and the cleaning effor for the RP-2 Digester No. 2 is complete. The project involves the removal of

solids from Wastewater Treatment Facllity Digesters to allow for better processing. a reduction of equipment failures, and
improvement in process performance. The digester will be put back in service after the condition assessment.

WR15008 Residential Landscape Device Retrofit 400,000 211,275 188,725
This is a 3-year DWR Grant Funded Proposition 84 Project. The Project has been set-up on an annual basis but the total project
budget is $1 million. The Project began in FY 14-15 and for the fiscal year, has expended 53% of the budget. The Agency relies
on the member agencies to market, outreéach and identify eliglble customers for participation in the Project.  Through June 30,
2015, thera have been 232 sites retrofitted with 355 weather-based Irrigation controllers and 4,964 high efficiency nozzles installed.
The Regidential Landscape Device Retrofit Program will continue through FY 2016/17 or until the $1 million budget has been
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INLAND EMPIRE UTILITIES AGENCY
Fiscal Year 2014/15

CONSOQLIDATED BUDGET VARIANCE ANALYSIS REPORT
Fiscal Year Ended June 30, 2015

Exhibit A Detail

Adopted Amended YTD
FY 2014115 FY 201415 %
Annual Annual YTD YO Budget
Budget Budget Actual Variance Used
OPERATING REVENUES
User Charges $61,812,614 $61,812,614 $62,943,912 $1,131,298 101.8%
Racydled Water 9,502,500 9,502,502 9,968,164 465,662 104.9%
MWD Water Sales i 34,146,923 34,146,923 100.0%
MWD LPP Rebates 2,079,000 2,079,000 2,079,000 100.0%
Property Tax - D&M 3,216,278 3,216,278 3,275,680 59,402 101.8%
Cost Reimbursement from JPA 5,437,786 5,869,536 5,815,974 (53,562) 99.1%
Interest Revenue 948,445 848,445 465,000 {483 445) 49.0%
TOTAIL OPERATING REVENUES $82,996,623 $117,675,208 $118,604,653 $1,119,355 101.0%
NON-OPERATING REVENUES
Property Tax - Debt, Capital, Reserves 436,987,196 $36,987,196 $37,670,323 $683,127 101.8%
Connection Feas (CCRA) 15,324,000 15,320,999 15,073,882 (247,117} 98.4%
Grants 2,320,000 2,320,000 5,817,564 3,597,564 255.1%
SRF Loan Receipts 11,074,355 20,242 575 20,125,835 {116,940) 99.4%
Project Reimbursements 1,969,220 1,969,220 204,267 (1,764,953) 10.4%
Cther Revenue 2,764,773 2,979,520 2,163,151 (816,369) 72.6%
TOTAL NON OPERATING REVENUES $70,436,544 $79,819,510 $81,154,822 $1,335,312 101.7%
TOTAL REVENUES $153,433,167 $197,394,808 $159,849,475 $2,454,667 101.2%
ADMINISTRATIVE and OF) TING EXPENSES
EMPLOYMENT EXPENSES
Wages $22,205,053 $22,295,053 $23,058,565 ($763,512) 103.4%
Benefits 18,595,630 21,964,687 17,214,242 4,750,445 78.4%
TOTAL EMPLOYMENT EXPENSES $40,890,683 $44,259,740 $40,272,807 $3,986,933 91.0%
ADMINISTRATIVE EXPENSES
Office & Administrative $1,5613,247 $1,718,685 $1,129,768 $588,927 85.7%
Insurance Expensas 739,000 689,000 607,648 81,352 88.2%
Professional Fees & Services 7,651,114 8,068,690 7,030,833 1,038,057 87.1%
C&M Projects 3,939,500 9,080,175 3,147,129 5,933,046 34.7%
Reimbursable Projfects 1,158,750 1,623,315 1,090,608 532,707 67.2%
TOTAL ADMINISTRATIVE EXPENSES $15,001,611 $21,179,866 $13,005,776 $8,174,089 61.4%
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OPERATING EXPENSES

Material & SuppliesfLeases

Biosolids Recycling
Chemicals
MWD Water Purchases

CSDLAC & SARI, Cperating Fees/Water

Utilitles

TOTAL OPERATING EXPENSES

TOTAL ADMINISTRATIVE
and OPERATING EXPENSES

NON-QPERATING EXPENSES

CAPITAL OUTLAY
FINAKCIAL EXPENSES

Principal, Interest and Financial Expenditun

OTHER NON CPERATING EXPENSES

TOTAL NON-OPERATING EXPENSES

TOTAL EXPENSES

REVENUES IN EXCESS/
[UNDER) EXPENSES

FUND BALANCE SUMMARY
Beginning Balance, .July 01
Surplus! {Deficit)

ENDING BALANCE, June 30

INLAND EMPIRE UTILITIES AGENCY
Fiscal Year 2014/15
CONSOLIDATED BUDGET VARIANCE ANALYSIS REPORT
Figcal Year Ended June 30, 2015

Exhibit A Detail

Adopted Amended YTD
FY 2014115 FY 2014/15 %
Annual Annual YID YTD Budgest
Budget Budget Actual Variance Used
$2,985,473 $3,330,140 $2,595,553 $734,587 77.9%
3,633,660 3,977,924 3,799,853 177971 85.5%
4,629,380 4,540,187 4,174,424 366,763 91.9%
0 34,146,923 34,146,923 0 100.0%
13,349,199 13,288,674 12,445,352 843,322 93.7%
10,525,067 9,993,342 9,064,014 920,328 90.7%
$35,122,779 $69,277,190 $66,226,219 $3,050,971 95.6%
$91,015,073 $134,716,795 $119,504,802 $15,211,993 88.7%
$29,314,800 364,976,475 $54,833,894 $10,142,581 84.4%
41,572,489 36,964,941 36,107,979 856,962 97.7%
393,850 393,850 379,230 14,620 96.3%
§71,281,139 $102,335,266 $91,321,103 $11,014,163 B9.2%
$162,296,212 $237,052,061 $210,825,905 $26,226,156 88.9%
($8,863,045) {$39,657,263) ($10,976,430) 528,680,823
$146,164,676 $151,132,128 161,132,128 50
{8,863,045) (39,667,253} ($10,976,430) 28,680,823
$137,301,631 $111,474,875 140,155,698 $28,680,823
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