TO:

DATE:

TIME:

METRO ~
WASTEWATER J P A

METRO TAC AGENDA
(Technical Advisory Committee to Metro JPA)

MetroTAC Representatives and Metro Commissioners
Wednesday, February 17, 2010

11:00 a.m. to 1:30 p.m.

LOCATION: MWWD, 9192 Topaz Way (MOCII Auditorium) - Lunch will be provided

*PLEASE DISTRIBUTE THIS NOTICE TO METRO COMMISSIONERS AND METROTAC
REPRESENTATIVES.*

10.

11.

12.

13.

Review and Approve MetroTAC Action Minutes for the Meeting of January 20, 2009 (Attachment)
METRO Commission/JPA Board Meeting Recap (Standing Item)

Financial Update (Karyn Keese)

New Contract for Sodium Hypochlorite (Chris McKinney)

Metro Wastewater Update (Rod Greek)

Public Utilities Proposed FY 11 CIP Budgets — (Lee Ann Jones-Santos)

Discussion item Cross Connections (Rod Greek)

Update on Pt. Loma Waiver Process (Alan Langworthy)

Operating Reserve & Debt Financing (Standing Item)

Transportation Agreement (Standing Item)

Review of Items to be Brought Forward to the Metro Commission/Metro JPA Meeting of March 4, 2010
Other Business of Metro TAC

Adjournment (To the next Regular Meeting, March 17, 2010)

Metro TAC 2010 Meeting Schedule

January 20 May 19 September 15
February 17  June 16 October 20
March 17 July 21 November 17

April 21 August 18 December 15




AGENDA ITEM 1
Attachment
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An employee-owned company

January 18, 2010

Mr. Doug Wilson
Treasurer, Metro Wastewater Commission/JPA
c/o Padre Dam Municipal Water District

P.O. Box 719003
Santee, CA 92072

SUBJECT: Metro Wastewater Commission Mid-Year Budget Overruns

Dear Mr. Wilson:

Earlier this week | provided you with PBS&J’'s November and December billings for Financial
and Engineering Services in support of the Metro Wastewater Commission/JPA/MetroTAC. |
noted to you that, while we are currently at mid-year (50% of the fiscal year remaining), we have
only 31% of our FYE 2010 budget remaining. The purpose of this letter is to provide you and the
Metro member agencies with an explanation for this.

The Issue

The following table summarizes where we stand in each one of our contract's tasks.

TASK: 1001-Attend MetroTAC - ) §
TASK: 1002-Attend Metro Commission ~~~ § 2 ) s 6

TASK: 1003-Support Metro AdHoc Finance Committee '$ 3,325.00 '$ 589400  64%
TASK: 1004-Participate in Metro Strategic Planning Workshop . $ - $ 280000 $ 2800.00 100%
TASK: 2000-Exhibit E Audit ) - $13,737.50 $21,70000 $ 7,962.50 37%
TASK: 3000 - Budget Review '$ 340750 $10,15000 $ 674250  66%
TASK: 4001-Metro TAC Staﬁ‘Support $12, 860.00 . 31680000 $ 3,940.00 23%,
TASK: 4002-Update Cap FeeModel  § 586500 § 2,800.00 $ (3,065.00) _-109%1
TASK: 4003-Reclaimed Waterlssues ~ $19,228.00 $ 8,400.00 §(10,828.000 -129%)
TASK: 4004-All Other Speclal Projects $ 7,720.00 $1680000 $ 9,080.00 54%
TASK: 9000-Direct Expenses $ 13767 $ 126.00 $ {11.67): 9%
Total Al Tasks _ ... T250767 10550500 3290733 3%

As you will note, the majority of the tasks have adequate remaining budget for the rest of the
fiscal year. The only other tasks where a potential overrun might occur relate to our work on the
Exhibit E audit and our MetroTAC support. The money we have expended year-to-date has
accomplished the closure of the 2007 and 2008 audits. The current audit schedule shows that,
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potentially, we could have the 2009 audit closed by fiscal year end as well. Technically we only
budgeted to complete one audit, but with the San Diego staffs’ additional preparation of
documentation for us, we have achieved economies of scale which bode well for the future.
MetroTAC Staff Support (Task 4001) is for on-call technical support to MetroTAC and is based
on issues that arise which need our assistance. Recent items included facilitating the PAs’
review and comment of Brown & Caldwell Technical Memorandums 1 and 2 and compiling PAs’
responses, and preparing background material for City staff to standardize the Metro CIP format
for review by the PAs.

The overruns fall into three tasks:
1. Resolution of Reclaimed Water Issue,
2. Update of the Metro Capacity Valuation Model, and
3. Direct Expenses.

Task 4003 — Resolution of Reclaimed Water Issue

The overrun in Task 4003 is the most substantial. The total expenditures for this task to date
consist of the following:

Reconciliation of Reclaimed Revenues & Expenses | $13,803.00
Review & response to Recycled Water Pricing Study |  $4,375.00

Meetings w/City Staff g $1,050.ooi

Total Expenditures to Date $19,228.00]

The first is the resolution of the reclaimed water issue. Essentially our budget was for 48 hours
to meet with the City and the MetroTAC subcommittee and do some minor analysis of a
resolution proposal prepared by City staff. However, this has not been the case. After two
meetings with staff, it was determined that the subcommittee was going to have to make a
proposal to them. Therefore, as directed by the subcommittee, we answered the questions of
what is the financial responsibility of the PAs per the Regional Wastewater Disposal Agreement
(Agreement), how much reclaimed revenue has been collected from both the North City and the
South Bay subsystems, and what additional expenses the Metro System has incurred for both
the required capital facilities and the annual operating expenses to produce the reclaimed water
from inception.

PSB&J requested the information from the City and they were unable to provide it. Thus we had
to reconstruct not only what the current debt service is for the Optimized System that the PAs
are required to repay per the Agreement (the original debt had been refunded several times and
the City could not clearly demonstrate what the PAs’ current responsibility was for the debt
service), but also what revenues and expenses have been since the completion of both water
reclamation plants and the beginnings of reclaimed water sales. Water sales had to be
reconstructed from wholesale customers’ records as the City could not provide us with the
information. The CIP had to be reconstructed by going through past CIP records from the audits
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of each fiscal year. We prepared an economic model containing this information that can be
updated each year to provide a record of revenue and expenses for the system and project
when the Metro system will no longer have the repayment responsibility for the Optimized
System debt. We have provided a copy of the model to the subcommittee for their use in
continued negotiations with the City.

In addition, earlier this year the City provided us with a draft of their Recycled Water Pricing
Study. PBS&J was tasked with reviewing the study and coordinating comments from MetroTAC
members. We prepared a summary of the issues and a response letter to the City requesting
further input once the next version of the study is complete. This task was not envisioned during
the preparation of the scope for this year.

Task 4002 — Update of Metro Capacity Valuation Model

In February 2008, Raftelis Consulting completed a study which provided muitiple valuation
methodologies for the Metro System. As part of that study, they were to provide an economic
model that could be updated to keep the system value current. Many agencies use the valuation
as a basis for the Metro portion of their capacity fees. During planning for this year's support
contract, it was decided that, since the valuation was almost three years out-of-date, the model
should be updated. We requested the model from Raftelis but what we received was just a few
spreadsheets of asset values. Thus we had to construct the required model before we could
update the values. We had not anticipated constructing the model in our scope; rather, we
anticipated only updating it with current numbers.

Task 9000 - Direct Expenses
The slight overrun in the direct expenses is due to the fact that we did not budget for providing

breakfast or lunch for the Finance AdHoc Committee. This can easily be mitigated by moving
money as needed from the Finance Committee budget to cover this expense.

Conclusion

The purpose of this letter is to provide an explanation of the three tasks where there are cost
overruns at mid-year. It is quite possible that, if there are cost savings in other areas, such as
the budget review, we will end the year within our contract budget. Still, we wanted you to be
aware in advance of the current overruns and their cause.

Please feel free to contact me if you have any questions or concerns.

Karyn Keese
Manager, Client Financial Services



Draft
Schedule of Participating Agency Debt Coverage for FY 2007-2011
Prepared on: August 31, 2009

AGENVOA

(/z0l10

| ermH# 12—

FYO07 FYO8 FY09 FY10 FY11i FY12 FYi3 FYi4 FY15
{Contributions over/{under) $65M

PA System Revenue $54,007,596 $63,231,038 $57,249,960 $64,487,408 $65,000,000 $65,000,000 $65,000,000 $65,000,000 $65,000,000
Return to PAs (1,985,005) (1,430,875) {3,048,156) (4,085,000) (5,775,000) (5,225,000) (4,800,000) (4,525,000)
Transfer (to)/from Operating Reserve (3,982,722) (597,420) 597,420 - (39,827) (40,225) (40,628) (41,034) (41,444)
Transfer (to)/from Rate Stablization Fund (2,037,339) 52,334 (360,892) 611 156,484 77 19 (66)
Undesignated Fund Balance Interest (1) 306,913 357,427 297,883 229,489 206,978 202,900
Operating Reserve Interest (2) 153,036 154,566 156,112 157,673 159,250 160,842
Rate Stabilization Reserve interest (3) 92,412 92,389 86,376 86,373 86,372 86,375
Gross PA System Revenue $47,987,535 $60,700,947 $56,416,505 $61,630,721 $61,480,166 $59,881,629 $60,207,985 $60,611,585 $60,883,607
Less:
PA Estimated Total Operating Expenses (4) $32,304,298 $37,150,042 $32,304,298 $32,304,298 $32,627,341 $32,953,614 $33,283,151 $33,615,982 $33,952,142
Net PA System Revenue $15,683,237 $23,550,905 $24,112,207 $29,326,423 $28,852,825 $26,928,015 $26,924,834 $26,995,603 $26,931,465
PA CIP Debt Service Payment $20,373,393 $19,850,051 $20,441,069 $24,049,989 $24,043,880 $22,479,039 $22,478,266 $22,478,075 $22,478,730
CIP Pay Go (5) (4,417,502) (512,512) - 1,318,048 5,610,210 7,369,218 5,800,940 4,570,129 4,655,009
Total CIP and Debt Service 15,955,891 19,337,539 20,441,069 25,368,037 29,654,090 29,848,257 28,279,206 27,048,204 27,133,739
Net Income after CIP and Debt Service {$272,654) $4,213,366 $3,671,138 $3,958,387 ($801,266) (52,920,242) ($1,354,372) ($52,601) (5202,274)
PA Undesignated Fund Balance ($272,654) $3,940,712 $7,611,851 $11,570,237 $10,768,971 $7,848,729 $6,494,358 $6,441,756 $6,239,482
Calculated Debt Service Ratio (min req 1.2 times) 0.77 1.19 1.18 1.22 1.20 1.20 1.20 1.20 1.20
Operating Reserve (45 days) $3,982,722 $4,580,142 $3,982,722 $3,982,722 $4,022,549 $4,062,774 $4,103,402 $4,144,436 $4,185,881
Rate Stabilization Balance (10% of ann debt service) $ 2,037,339 $§ 1,985,005 $ 2,044,107 $ 2,404,999 $ 2,404,388 $ 2,247,904 $ 2,247,827 $ 2,247,808 $ 2,247,873

(1) average of current year end bal + prior year end bal times 3.2% $ 12,490,864 Calculated Savings for FYO8 and FYO7

{2) ave monthly bal times LAIF rate (first year calculated at half year interest) 6,026,829 Amount estimated in reserves at end of FY09

(3) ave monthly bal times LAIF rate (first year calculated at half year interest) $ 6,464,036 Return in FY10 to PA's for FYO7 and FYO8

(4) FY10 base then 1% inflation 1,985,005 Return in FYO8 to PA's for FYO7 and FYO8

(5) 20% of projected Metro CIP 1,430,875 Return in FYO9 to PA's for FYO7 and FYO8

3,048,156 Return in FY10 to PA's for FY07 and FYO8
Savings distribution (0) Diff
Operating Reserve $ 3,982,722 $ 597,420 $ (597.,420)
Rate Stabilization 2,037,339 (52,334) 59,102
Fund Balance (272,654) 4,213,366 3,671,138
Return to Agencies 0 1,985,005 1,430,875
Total Savings $ 5,747,407 $ 6,743,457 S 1,430,875
Audited Savings Per Peggy $ 5,747,405 $ 6,743,458
diff = interest S 2 S (1)



Agenda 1/20/10 Item #15
MetroTAC
Participating Agencies Selection Panel Rotation

Agency Representative Selection Panel Date

Assigned
Padre Dam Neal Brown IRWMP — Props 50 & 84 Funds 2006
El Cajon Dennis Davies Old Rose Canyon Trunk Sewer Relocation 9/12/2007
La Mesa Greg Humora As-Needed Piping and Mechanical 11/2007
National City Joe Smith MBC Additional Storage Silos 02/2008
Otay Water District Rod Posada As-needed biological services 2009-2011 02/2008
Poway Tom Howard Feasibility study for bond offerings 02/2008
County of San Diego | Dan Brogadir Strategic business plan updates 02/2008
Coronado Scott Huth Strategic business plan updates 09/2008
Coronado Scott Huth As-needed financial, HR, training 09/2008
PBSé&J Karyn Keese As-needed financial, Alternate HR, training 09/2008
Otay Water District Rod Posada Interviews for Bulkhead Project at the PLWTP 01/2009
Del Mar David Scherer Biosolids project 2009
Padre Dam Neal Brown Regional Advisory Committee On-going
County of San Diego | Dan Brogadir Large Diameter Pipeline Inspection/Assessment 10/2009
Chula Vista Roberto Yano Sewer Flow Monitoring renewal contract 12/2009
La Mesa Greg Humora Sewer Flow Monitoring renewal contract 12/2009
Poway Tom Howard Fire Alarm Panels contract 12/2009
El Cajon Dennis Davies MBC Water System Improvements Design/Build 1/2010
Lemon Grove Patrick Lund
National City Joe Smith
Coronado Scott Huth
Otay Water District Rod Posada
Del Mar David Scherer
Padre Dam Neal Brown
County of San Diego | Dan Brogadir
Chula Vista Roberto Yano
La Mesa Greg Humora
Poway Tom Howard

Updated 1/2010
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