Staff Report

TO: Board of Directors
FROM: Jennifer Hanson, General Manager
DATE: December 15, 2021

SUBJECT: 2022 Annual Budget

FINANCE

RECOMMENDATION

Adopt Resolution 2021-47 (Adopting the 2022 Budget and Capital Improvement Plan), as
recommended by Staff.

BACKGROUND

The purpose of this staff report is to present the 2022 Annual Budget (Operating and
Capital) to the Board for consideration. Each year, prior to January 1%, the Board is
required to adopt the Annual Budget for the following calendar year. The approval of the
Annual Budget provides for appropriations for the following year. The Annual Budget has
two primary components: the operational budget and the capital improvement budget. The
operational budget includes projected expenditures and revenues that are required to
complete day-to-day operational activities for the District. The capital improvement Budget
is intended to fund needed capital projects for the year. Capital projects can be
constructed improvements, new facility construction, facility rehabilitation, or restoration, or
the purchase of vehicles and equipment.

Budget Development

The District’s budgeting cycle spans from June to November, culminating in the adoption
of the Budget prior to January 1. Staff performs a rigorous revenue projection, expenditure
analysis, and development of the proposed capital program to support the development of
the budget.

Two Budget Workshops were held to obtain input from the Board and the Public. The first
workshop was held on September 23, 2021 and reviewed the proposed capital program
for 2022. The second workshop was held on December 8, 2021 and was focused on the
proposed operational budget.



Budget Principles

Typically, the Annual Budget is based on the Board’s stated strategic priorities. Due to the
fact that the Board is initiating a new strategic planning process in the first quarter of 2022,
the proposed budget for 2022 is conservative in terms of proposed expenditures and
projected revenue. This will allow flexibility for the Board to make modifications to the
budget in order to align with new strategic priorities that will be adopted early in the
upcoming budget year. The primary principles that were used as a basis for budget
development are summarized below:

o Conservative Revenue Projections: Revenue projections included in the proposed
budget are relatively flat with no major increases projected.

o Reduced Staffing: Proposed staffing is decreased when compared to 2021.

e Employee Contract Increases: Increases associated with recently adopted
employee contracts are include in the salary expenditure projections for each
department.

e Capital Projects: The proposed capital programs for each department were limited
until such time the Plan for Water Process is completed, which will serve as the
basis for future capital expenditures.

Budget Format

The format of the Annual Budget was modified to be easy to understand, to more clearly
identify reserves, and to provide a more clear and concise capital program. Major
modifications to the budget format are summarized below:

e Capital Funds: Sub-funds were added to each of the major operational funds that
include capital expenditures. This modification will aid with capitalization of assets
and will allow for the District’s financials to be more straightforward and easier to
understand.

e Internal Services Fund: An internal services fund was created to account for
overhead expenditures. All overhead expenditures will be included in the internal
services fund, and then will be allocated to the three operational funds (Water,
Recreation, and Hydroelectric) based on a cost allocation formula.

¢ Investment Revenue: Investment revenue is allocated to each fund based on each
fund’s proportional share of the District's pooled cash that is invested. This
modification will require a future policy amendment.

o Fund Balances: Projected beginning and ending fiscal year fund balances are
provided for each fund.

o Reserves: Reserves for each fund are more clearly stated as part of each fund
summary.



Fund Overview

The District has ten funds that are summarized below:

e Fund 10 Water Operations: Includes expenditures and revenues associated with
general water operations that provide for both the raw and treated water systems.
Water operations includes the following divisions: Cashiering, Customer Service,
Engineering, Water Operations, Maintenance and Vegetation.

e Fund 12 Capacity Fees: Includes revenue and expenditures associated with
capacity fees paid for new connections. Fund 12 is a sub-fund of Fund 10.

¢ Fund 15 Water Capital: Includes expenditures for capital improvements associated
with water operations. Fund 15 is a sub-fund of Fund 10.

e Fund 21 Cement Hill: This fund is an assessment district that was formed to fund
infrastructure improvements. The revenue associated with this fund is collected
from annual assessments collected from the parcels located within the Cement Hill
District. Fund 21 is a sub-fund of Fund 10 for the purpose of the financial audit.

e Fund 22 Rodeo Flat: This fund is an assessment district that was formed to fund
infrastructure improvements. The revenue associated with this fund is collected
from annual assessments collected from the parcels located within the Rodeo Flat
District. Fund 22 is a sub-fund of Fund 10 for the purpose of the financial audit.

e Fund 30 Recreation Operations: Includes expenditures and revenue associated
with general recreation operations. The proposed budget only includes one
division. In previous annual budgets there were two divisions. One for District
owned campgrounds and one for United State Forest Service (USFS) owned
campgrounds. The division associated with USFS has been removed from the
2022 Annual Budget because the District will no longer operate the campgrounds.

e Fund 35 Recreation Capital: Includes expenditures for capital improvements
associated with recreation operations. Fund 35 is a sub-fund of Fund 30.

e Fund 50 Hydroelectric Operations: Includes expenditures and revenue associated
with general hydroelectric operations. Fund 50 includes expenditures associated
with three divisions: Hydro Administration, Hydro Operations, and Hydro
Maintenance.

e Fund 55 Hydroelectric Capital: Includes expenditures associated with capital
improvements for the hydroelectric division. Fund 55 is a sub-fund of Fund 50.

e Fund 70 Internal Services: This is a new fund that was formed to include
expenditures associated with overhead functions. Fund 70 includes the following
divisions: Board of Directors, Management, Watershed, Human Resources,
Information Technology, Safety, Communications, Accounting, Purchasing, and
Shop Operations.



FINDINGS AND ANALYSIS

Overall:

The proposed budget for 2022 includes operational (Fund 10 Water Operations, Fund 30
Recreation, and Fund 50 Hydroelectric Operations) revenue of $74,661,119 and an
additional revenue of $1,902,500 that is associated with restricted funds (Fund 21 Cement
Hill, Fund 22 Rodeo Flat, and Fund 12 Capacity Fees). For a total projected annual
revenue of $76,563,619. Total projected expenditures for all funds is $61,033,910.
Projected annual revenue outpaces expenditures by $15,529,709. As previously noted,
expenditures were intentionally reduced to allow for budget flexibility during 2022.
Additionally, there are several anticipated large expenditures that are not yet fully defined,
such as the costs associated with the operation and maintenance of the South Yuba Canal
and retiree benefits. Capital expenditures were also decreased and will be adjusted upon
the completion of the Plan for Water Process.

The other major contributing factor to the decrease in expenditures is the reduction of full
time equivalent (FTE) staffing levels. The proposed budget includes a decrease of 15
positions when compared to 2021. Below are the proposed staffing levels:

Staffing
Department 2021 FTE 2022 FTE
Management 12 15.75
Engineering 19 17
Finance 15 12
Human Resources 3 3
Hydroelectric 35 30.25
Maintenance 73 67
Recreation 9 7
Water Operations 54 53
Total 220 205

Proposed staffing includes moving the Information Technology (IT) Division to
Management from Finance, one new position in finance (accounting), and one new
position in IT.

Fund 10 Water Operations and Fund 15 Water Capital

General Overview: The major changes proposed for Fund 10 Water Operations include
the removal of the capital program from the operations budget, removal of overhead
expenditures that were moved to the new internal services fund, and the decrease of
investment revenue per the new investment revenue allocation methodology that is based
on each fund’s proportional share of the pooled cash invested.

Revenue: Fund 10 Water Operations is projected to receive total revenue of $47,620,100.
This reflects a very minor increase in revenue when compared to the 2021 Annual Budget.



Fund 10 Water Operations Revenue

Revenue Source 2020 2021 2021 2022
Actual Budget Forecast Budget

45,079,575 42,786,388 47,515,000 47,620,100

Treated Water Sales 18,721,988 18,380,826 20,000,000 20,200,000
Raw Water Sales 7,221,430 8,086,841 9,000,000 9,090,000
Reimb/Fees/Other 2,370,976 770,564 2,500,000 2,550,000
Grants 654,276 700,000 900,000 0
New Connections/Install 1,354,008 159,236 370,000 377,400
Rents and Leases 93,626 99,972 150,000 153,000
Property Taxes 13,452,475 13,738,778 13,900,000 14,178,000
Investment Revenue 1,132,741 700,000 525,000 900,000
Standby 78,055 150,171 170,000 171,700

Revenue projections did not include assumed water rate increases. It is anticipated that a
water rate study will be completed during 2022. However, it is unknown as to whether or
not the water rate study will result in an increase for 2022.

Revenue projections also do not include any revenue associated with grants. Any grant
monies received will be presented to the Board at a later date and at that time any
associated revenue would be included in a budget amendment.

Property tax revenue is projected to only experience an increase of two percent from the
previous year.

Revenue associated with investments will be decreased when compared to previous
years. This is in small part reflection of the volatile economy and projected reduced
returns, and mostly related to the change in methodology by which investment revenue is
allocated between the major funds (Funds 10, 30, and 50). Current Board Policy 3040.1 -
Reserves, requires all investment revenue to be credited to the water fund, in
consideration of the cost of overhead activities that were historically charged to Fund 10.
For 2022, overhead expenditures have been moved to the new Fund 70 Internal Services;
and as such, it is proposed that the investment revenue be allocated proportional to each
fund’s share of the pooled cash balance. Additionally, the costs associated with overhead
far exceeded investment revenues, and therefore it has been determined that it is more
appropriate for each fund to pay for their fair share of the cost allocated overhead
expenditures.

Fund 10 Expenditures: Operational Expenditures for 2022 include $29,698,190. Notable
items included in this amount are summarized below:



e Other Post Employee Benefit Contribution: $450,000
e PG&E Water Purchase: $890,000

e Cost Allocation: $7,803,224

e Engineering: $3,799,449, directly allocated as follows

o Fund 10, 70% ($2,659,614)
o Fund 30, 10% ($379,945)
o Fund 50, 20% ($759,890)

e Based on input received from the Board during the second budget workshop, the
consultant fees line item for the water operations division was increased by
$50,000 to provide for as-needed grant assistance. If a grant assistance is related
to a different division or department, the budget will be amended accordingly.

o Debt Service: The water fund has an annual debt service obligation of $3,966,855
that is associated with the repayment of Bond Series 2016A, Bond Series 2020A,
and a State Water Resources Control Board Loan. The debt obligation is shown
as an expense in the budget, but from a financial audit perspective the repayment
of the debt is shown a liability reduction.

For a detailed summary of proposed Fund 10 expenditures please refer to the attached
budget tables.

Fund 10 Water Operations Reserves: Per Board Policy 3040, the following reserves are
required:

e Operational Reserve equal to six months of operating expenditures. The purpose
of the operational reserve is to ensure the district has sufficient cash flows
throughout the year, and for unexpected expenditures. This reserve is proposed to
be fully funded at $18,725,707. The total reserved includes the fund’s fair share of
the operational reserve requirement for Fund 70 Internal Services.

e Water Stabilization: The water stabilization reserve may be used to provide rate
stability for the District's customers. Per policy there is no set amount for the
reserve. It is not proposed to fund this reserve in 2022, and it is recommended that
this reserve be considered for removal when the reserve policy is revised.

e Community Investment Stabilization Reserve: Per policy the maximum amount for
this reserve is $1,500,000. This reserve is proposed to be fully funded for 2022.
However, this reserve should be reviewed when the reserve policy is reviewed.

¢ Insurance and Catastrophic Reserve: The purpose of this reserve is to pay for any
claims in excess of insurance coverage, and to provide funds in the event there is
a catastrophic event. Per policy, this reserve should have a minimum of $5 million
and a maximum of $10 million set aside. The total reserve shall also be split evenly
between water operations and hydroelectric operations. For 2022, the reserve is
funded at the minimum level and is split evenly between Fund 10 ($2.5 M) and
Fund 50 ($2.5 M).

e Watershed Stewardship Reserve: This reserve is to be funding at a minimum
balance of $500,000 and is to be used for expenditures that maintain or improve
the District’s watersheds. During the Operational Budget Workshop on December



8, 2021, the Board directed staff to reduce the reserve by $50,000 and increase
the consultant fees line item in the operational budget by $50,000 to be spent on
grant services. Therefore the reserve has a total of $450,000.

e Accrued Leave Reserve: Per policy the reserve should be funded at an amount
equal to 50% of the fund’s accrued leave liability. For 2022, it proposed that the
reserve be funded in an amount equal to the cost of projected leave payouts for
2022 ($250,000). Funding the reserve at an amount equal to 50% of the total
liability is not necessary because the accrued leave liability is already reflected in
the fund balance. It is recommended that this reserve be reconsidered.

Fund 10 Transfers Out: The proposed budget for 2022 includes a number of transfers to
other funds. This is different from previous years due to the capital program being
removed from Fund 10 and into its own fund; and due to the cost allocation. A summary of
proposed transfers is provided below:

e Fund 70 Internal Services, $7,803,224: This is Fund 10’s fair share of the cost
allocation.

e Fund 15 Water Capital, $6,858,000: This is the amount of the proposed capital
program for Water.

e Fund 15 Water Capital, $22,000,000: This is the amount of the required capital
reserve for 2022 per Board Policy.

Fund 10 Transfers In: Transfers in represent monies transferred from another fund to Fund
10. Transfers in are not considered new revenue, as the money already exists in a
different fund. Below is a summary of the transfers in to Fund 10:

e Fund 30 Recreation: A total of $374,945 is transferred from Fund 30 to Fund 10 as
a result of the direct allocation of engineering expenses.

e Fund 50 Hydroelectric: A total of $749,890 is transferred from Fund 50 to Fund 10
as a result of the direct allocation of engineering expenses.

Fund 10 Fiscal Year End: It is projected that the unassigned fund balance at fiscal year-
end in 2022 will be $9.37 M, and the total fund balance (with reserves) will be $32.82 M).
This indicates that Fund 10 is fiscally sound.

Fund 15 Water Capital

Fund 15 Water Capital is a new fund and houses all capital expenditures for water. Due to
the fact that Fund 15 is a new fund, the beginning fund balance is zero. The attached fund
tables provide the fund summary.

Fund 15 Expenditures: The programmatic portion of the previous year’s capital programs
has been removed, and instead include capital program has 16 capital projects and
purchases of equipment proposed to be funded for a total amount of $6,858,000. This
includes fourteen projects and the purchase of three vehicles and equipment. Details of
the proposed capital program can be found the attached budget tables.



Fund 15 Revenue: Fund 15 does not have a dedicated revenue source, and is instead
funded from transfers in from Fund 10.

Fund 15 Reserves: Per Board Policy 3040, the reserve for water capital is set at $22 M.
This reserve is proposed to be fully funded.

Fund 15 Transfers Out: There are no transfers to other funds proposed.
Fund 15 Transfers In: There are two transfers into Fund 15 proposed:

e Fund 10 Water Operations, $6,858,000: This is the amount of the proposed capital
program for Water.
e Fund 10 Water Operations, $22,000,000: This is the capital reserve amount.

Fund 15 Fiscal Year End: At fiscal year-end, Fund 15 is projected to have an unassigned
fund balance of zero, and a total fund balance (including reserves) of $22,000,000. If there
are unexpended capital funds, the year-end fund balance would be increased.

Fund 21 Cement Hill and Fund 22 Rodeo Flat

Both funds reflect assessment districts that were established for the purpose of
constructing infrastructure. Both funds have debt service associated with the construction
that occurred to the benefit of the districts established. The associated debt is paid from
annual assessments located within the assessment districts.

Fund 21 and 22 Expenditures: The total debt service (expenditures) for Fund 21 is
$392,622, and the total debt service (expenditures) for fund 22 is $47,000 for 2022. Please
refer to the attached budget tables for details regarding expenditures.

Fund 21 Cement Hill Revenue: The total projected revenue for Fund 21 is $355,000.

Fund 22 Rodeo Flat Revenue: The total projected revenue for Fund 22 is $47,000.

Fund 21 and Fund 22 Reserves: There are no reserve requirements for either fund.

Transfers Out: There are no transfers out to other funds proposed for either Fund 21 or
Fund 22.

Transfers In: There are no transfers in from other funds proposed for either Fund 21 or
Fund 22.

Fund 21 Fiscal Year End: At fiscal year-end, Fund 21 is projected to have a fund balance
of $161,378.

Fund 22 Fiscal Year End: At fiscal year-end, Fund 22 is projected to have a fund balance
of $121,800.



Fund 12 Capacity Fees:
Fund 12 Capacity Fees includes revenue from capacity fees collected for new connections
to the water system. The beginning fund balance or Fund 12 is projected at $9.45 M.

Fund 12 Expenditures: Proposed expenditures are consist of the development of a new
Capacity Fee Study that is projected to cost. $103,000. Please refer to the attached
budget tables for details.

Fund 12 Revenue: It is projected that Fund 12 will have $1,500,000 in revenue, which is
predominately associated with the construction of the Loma Rica Residential Development
project.

Fund 12 Reserves: There are no reserve requirements for this fund. Construction projects
completed under this fund are only funded based on available funds and are not revenue
depend on an annual basis.

Fund 12 Transfers: There are no transfers in or out of this fund.

Fund 12 Fiscal Year End: At fiscal year-end, Fund 12 is projected to have fund balance of
$10,847,000. It is recommended that construction related expenditures be delayed until
such time a new Capacity Fee Study is completed.

Fund 30 Recreation Operations:
Funds 30 and 35 are intended to fund the District’s recreational program. The recreation
program is regulatory obligation that is required for the District’s hydroelectric facilities.

Fund 30 Expenditures: From an operational perspective, Fund 30 experiences an
operational deficit each year. Total outflows (expenditures plus required transfers out) of
$3,332,133 exceed projected revenue of $2,207,208. Please refer to the attached budget
tables for an expenditure summary.

Fund 30 Revenues: The table below provides projected revenue by campground. This
deficit is increased when compared to previous year because 2022 will be the first year
that recreation paid for its fair share of overhead expenses, and engineering. Proposed
expenditures and revenues reflect the District no longer operating the USFS owned
campgrounds. Fund 30 Recreation Operations has a projected beginning year fund
balance of $999,990.



Fund 30 Revenue
2020 2021 2021 2022
Actual Budget Forecast Budget

1,503,251 2,330,838 2,200,000 2,207,208

Scotts Flat 655,105 1,074,628 930,000 953,250
Long Ravine 372,948 540,092 523,000 536,075
Orchard Springs 219,093 347,461 355,000 372,750
Peninsula 35,776 194,496 160,000 164,000
Jackson Meadows 154,162 97,756 164,500 98,700
Greenhorn 33,054 39,878 33,700 34,543
Combie 33,113 36,527 33,800 34,645
Interest Income 13,245

Fund 30 Reserves: Per Board Policy, Fund 30 is required to have an operational reserve
equal to six months annual expenditures. For 2022 it is proposed that this reserve only be
fund at three months of annual expenditures. Board Policy also requires Fund 30 to have
an accrued absence reserve, which is being proposed to be funded at $25,000. Funding of
both these reserves lowered the available beginning year fund balance to $389,350.

Fund 30 Transfer Outs: The transfers out reflect transfers from Fund 30 to other funds.
The proposed transfer outs are summarized below:

e To Fund 70 Internal Services: $609,627 will be transferred to fund 70 to pay for
Fund 30’s fair share of the cost allocation of the internal services fund.

e To Fund 10 Water Operations: $379,945 will be transferred to Fund 10 to pay for
Fund 30’s projected allocation of engineering costs. This cost will be reconciled
based on actuals at fiscal year-end.

Fund 30 Transfer Ins: The transfers in reflect transfers from other funds to Fund 30. The
proposed transfer ins are summarized below:

e From Fund 50 Hydroelectric: A transfer in of $167,577 is proposed as a subsidy of
annual operational expenditures.

Fund 30 Fiscal Year End: The projected fund balance at fiscal year-end is $42,642. This
indicates that Fund 30 is not only needing to be subsidized in the amount of $167,577 but
is also using reserves to pay for annual operating expenditures. It is recommended that
the Board consider a fee increase at a later date.
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Fund 35 Recreation Capital

Fund 35 is a new fund that will be used for capital expenditures related to the District’'s
recreational program. Due to the fact that it is a new fund, the beginning year fund balance
is zero.

Fund 35 Expenditures: Proposed expenditures total $150,000 and are intended to fund
three capital improvement projects. Please refer to the attached budget tables for a
summary of proposed expenditures.

Fund 35 Revenue: Fund 35 does not have a dedicated revenue source and receives
funding from transfers in from other funds.

Fund 35 Reserves: Per Board Policy, Fund 35 has a capital reserve of $500,000. This is
proposed to be fully funded for 2022.

Fund 35 Transfers Ins: It is proposed that there are two transfers for Fund 35, as
summarized below:

e From Fund 50 Hydroelectric: A transfer in of $150,000 to fund 2022 capital
expenditures.

e From Fund 50 Hydroelectric: A transfer in of $500,000 to fund the required capital
reserve.

Fund 35 Transfer Out: There are no transfers out proposed for Fund 35.

Fund 35 Fiscal Year End: At fiscal year-end, Fund 35 is projected to have a fund balance
of $500,000 which is equal to the required reserve.

Fund 50 Hydroelectric Operations

Funds 50 Hydroelectric Operations includes both expenditures and revenue for the
District’s hydroelectric systems. The hydroelectric system was originally developed to
establish a revenue stream that was intended to be used to subsidize water rates for the
District’'s customers.

Fund 50 Expenditures: Total outflows (expenditures plus required transfers out) of
$72,468,739 (which include $12,486,586 in expenditures, and $59,981,153 in transfers-out
exceed projected revenue of $24,833,811). However, the majority of the transfer-outs are
related to the moving of the hydroelectric capital program to Fund 55. For details regarding
projected fund outflows, please refer to the attached budget tables.

Fund 50 Revenue: The table below provides projected revenue by facility. The table below
provides a summary of projected revenues for 2022 by facility.
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Hydroelectric Operations Revenue

2020 2021 2021 2022
Actual Budget Forecast Budget

24,149,988 23,586,962 23,518,000 24,833,811
Chicago Park 10,465,264 9,944,153 9,950,000 10,103,007
Rollins 5,807,549 5,524,529 5,845,000 5,621,163
Dutch Flat 5,800,114 5,524,529 5,750,000 5,583,034
Bowman 1,118,961 1,104,906 1,150,000 1,111,063
Combie South 228,854 290,544 200,000 290,544
Scotts Flat 467,468 250,000 400,000 250,000
Combie North 134,073 150,000 100,000 150,000
Bowman TL 127,705 0 123,000 100,000
Deer Creek - 798,301 - 250,000
Interest Income 1,350,000
SSWD Support 32,000 25,000

Services

There are three major changes for projected revenue for 2022:

Deer Creek Powerhouse: It is anticipated that the District will take ownership of the
Deer Creek Powerhouse during 2022, as a result of the acquisition of the South
Yuba Canal from PG&E. As such, revenue associated with the operation of the
powerhouse has been included in the revenue projections. The revenue noted
does not represent a full year of operation, as it is anticipated that the final property
transfer will happen sometime in the second quarter of the year.

South Sutter Water District (SSWD) Operations Contract: Revenue associated with
the providing powerhouse operations services for SSWD (per the executed
contract) is new for 2022. The revenue projection was set low to allow for a
conservative revenue projection, until such time it is determined what level of time
and material based services will be required.

Interest Income: In previous years, all interest income related to the investment of
the District’'s pooled cash was recorded as income for water operations. As
previously noted, interest income will now be attributed to each fund based on
each fund’s proportional share of the District’s pooled cash.

Fund 50 Reserves: Per Board Policy, Fund 50 is required to have several reserves as
summarized below:

Operational Reserve equal to six months of operating expenditures. The purpose
of the operational reserve is to ensure the District has sufficient cash flows
throughout the year, and for unexpected expenditures. This reserve is proposed to
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be fully funded at $8,671,870. The total reserved includes the fund’s fair share of
the operational reserve requirement for Fund 70 Internal Services.

¢ Insurance and Catastrophic Reserve: The purpose of this reserve is to pay for any
claims in excess of insurance coverage, and to provide funds in the event there is
a catastrophic event. Per policy, this reserve should have a minimum of $5 million
and a maximum of $10 million set aside. The total reserve is also required to be
split evenly between water operations and hydroelectric operations. For 2022, the
reserve is funded at the minimum level and is split evenly between Fund 10 ($2.5
M) and Fund 50 ($2.5 M).

e Accrued Leave Reserve: Per policy the reserve should be funded at an amount
equal to 50% of the fund’s accrued leave liability. For 2022, it proposed that the
reserve be funded in an amount equal to the cost of projected leave payouts for
2022 ($50,000). Funding the reserve at an amount equal to 50% of the total liability
is not necessary because the accrued leave liability is already reflected in the fund
balance. It is recommended that this reserve be reconsidered.

Fund 50 Transfer Outs: The transfers out reflect transfers from Fund 50 to other funds.
The proposed transfer outs are summarized below:

e To Fund 70 Internal Services: $3,779,686 will be transferred to Fund 70 to pay for
Fund 30’s fair share of the cost allocation of the internal services fund.

e To Fund 10 Water Operations: $759,890 will be transferred to Fund 10 to pay for
Fund 50’s projected allocation of engineering costs. This cost will be reconciled
based on actuals at fiscal year-end.

e To Fund 30 Recreation Operations: $167,577 will be transferred to Fund 30 to
provide a subsidy to recreation operations.

e To Fund 35 Recreation Capital Program: $150,000 will be transferred to Fund 35 to
fund the recreation capital program.

e To Fund 35 Recreation Capital Program: $500,000 will be transferred to Fund 35 to
fully fund the required capital reserve for recreation.

e To Fund 55 Hydroelectric Capital Program: $4,625,000 will be transferred to Fund
55 to fund hydroelectric capital expenditures for 2022.

e To Fund 55 Hydroelectric Capital Program: $50 M will be transferred to fully fund
the required capital reserves for the hydroelectric program. This includes $15 M for
general hydroelectric capital reserves and $35 M for reserves for future obligations
related to the FERC relicensing effort.

Fund 50 Transfer Ins: There are no transfers in proposed for 2022 for Hydroelectric
Operations.

Fund 50 Fiscal Year End: The projected unassigned fund balance at fiscal year-end is
$5,760,400 and the projected total fund balance (including reserves) at fiscal year-end is
$16,982,270. This indicates that Fund 50 is fiscally sounds; however it should be noted
that financial expenditures associated with the acquisition of the South Yuba Canal are not
included in proposed expenditures.
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Fund 55 Hydroelectric Capital

Fund 55 Hydroelectric Capital is a new fund and houses all capital expenditures for the
hydroelectric department. Due to the fact that Fund 55 is a new fund, the beginning fund
balance is zero.

Fund 55 Expenditures: The capital program includes 26 capital projects and purchases of
equipment proposed to be funded for a total amount of $4,625,000. This includes 22
projects and the purchase of four vehicles and equipment. Details of the proposed capital
program can be found in the attachments.

Fund 55 Revenue: Fund 55 does not have a dedicated revenue source, and is instead
funded from transfers in from Fund 50.

Fund 55 Reserves: Per Board Policy 3040, the reserves for hydroelectric capital have two
components: 1. A general capital reserve of $15 M, and a FERC capital reserve set at $35
M. It is proposed that both reserves be fully funded.

Fund 55 Transfers Out: There are no transfers to other funds proposed.
Fund 55 Transfers In: There are three transfers into Fund 15 proposed:

¢ Fund 50 Hydroelectric Operations, $4,625,000: This is the amount of the proposed
capital program for Hydroelectric.

e Fund 50 Hydroelectric Operations, $15 M: This is the required general capital
reserve amount.

e Fund 50 Hydroelectric Operations, $35 M: This is the required capital reserve
related to future FERC obligations.

Fund 55 Fiscal Year-End: At fiscal year-end, Fund 55 is projected to have an unassigned
fund balance of zero, and a total fund balance (including reserves) of $50 M. If there are
unexpended capital funds, the year-end fund balance would be increased.

Fund 70 Internal Services:

Fund 70 Internal Services is a new fund established for 2022 that will contain all overhead
related expenditures. The fund will contain expenditures related to the following divisions:
Directors, Management, Watershed, Human Resources, Information Technology, Safety,
Communications, Accounting, Purchasing, and Shop Operations. These divisions provide
support services to the entire District, and therefore the costs associated with the fund are
allocated to Fund 10 Water Operations, Fund 30 Recreations, and Fund 50 Hydroelectric.
The cost of Fund 70’s annual expenditures is distributed amongst the three funds by
formula that is based on both the number of full-time equivalents in each department and
each department’s projected revenue. The percentage allocated to each fund is identified
below:

e Fund 10: 64%
e Fund 30: 5%
e Fund 31%

-14 -



The actual amount allocated to each fund at the end of the fiscal year will be reconciled
based on actual expenditures.

The beginning fund balance is zero for 2022 and should essentially zero out each year as
is intended that the amounts transferred per the cost allocation will be reconciled each
year to equal actual expenditures.

Fund 70 Expenditures: It is projected that total expenditures for Fund 70 will be
$12,192,537 (as detailed in the attached budget spreadsheets).

Fund 70 revenue: Fund 70 does not have a dedicated source of revenue.

Fund 70 Reserves: There are no reserve requirements for this fund. Operational reserves
are accounted for in each of the contributing funds.

Fund 70 Transfers Out: There are no transfers to other funds proposed.
Fund 70 Transfer Ins: There are three transfer ins proposed for this fund:

¢ Fund 10 Water Operations, $7,803,224
¢ Fund 30 Recreation, $609,626.85
e Fund 50 Hydroelectric Operations, $3,779,686

Fund 70 Fiscal Year End: At fiscal year-end, Fund 70 should have a zero fund balance,
unless is determined to be necessary to roll-over unspent budget line items.

CONCLUSION

It i