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ATTENDEES:  Don Cortichiato, Leroy Corlett, Don Zdeba, Jason Lillion, Renee Morquecho and 
Jennifer Keep 
 

1. Call to Order 
 

The Finance Committee Meeting was called to order at 3:13 pm. 
 

2. Committee/Public Comments 
 

None. 
 

3. 2016-2017 General Fund and Capital Improvements and Projects Budgets 
Description:  Present 2016-2017 proposed General Fund and Capital Improvements and Projects 
budgets 
 
The Committee reviewed the 2016-2017 General Fund and Capital Improvements and Projects 
budget proposals.  The District’s financial goals are to have a balanced budget in which revenues 
exceed expenses, have positive cash flow, meet debt service obligations and not incur new debt.  
Due to level revenues, standard cost increases of operating expenses, significant capital projects, 
and new debt for solar plant construction without benefitting from electricity cost savings, the 
District will not meet any of these goals without incurring new debt.  The Committee recognized 
the District will need to acquire an estimated $5.5 million in debt.  During the meeting, Chief 
Engineer Renee Morquecho noted the Engineering Department – Training and Conferences (IT) 
budget will need to be increased by $2,000 for the IT Administrator to attend Windows 10 training.  
The revised proposal projects revenues at $10,248,600 and expenses at $11,085,700 for a 
difference in which expenses exceed revenues of $837,100.  Specific budget changes compared to 
the 2015-2016 Mid Year General Fund Budget are as follows:   
 

 Total water sales increased by $18,000.   
 Water service revenues are expected to remain flat. 
 Capital contributions should decrease by $113,000 based on anticipated construction needs. 
 Non-operating income increased $306,000 reflecting $322,000 State grant funding for the 

Cash for Grass program 
 All labor and benefits costs increased due to an estimated 2% COLA, applicable merit 

raises, and a 10% estimated increase for benefits. 
 Water Supply (formerly known as Pumping Plant) increased by $112,200 primarily due to 

readjusting expenses between Water Supply and Arsenic Plants, increased purchased power 
expense offset by the elimination of well destruction costs  
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 Arsenic Plant decreased by $126,000 due to readjusting expenses between Water Supply 
and Arsenic Plants, reducing Maintenance of Equipment expenses anticipating general 
repairs during the year and increased treatment chemicals based on anticipated needs 

 T&D increased $83,000 for anticipated maintenance of streets.  
 Engineering decreased by $35,000 because the Urban Water Management Plan will be 

completed in FY 2015-2016 for five years.  
 Customer Service increased by $20,000 for increased salaries and benefits related to FMLA 

needs, attendance at the annual Springbrook conference and increased postage and supplies. 
 Field Service decreased by $16,300 for increased salaries and benefits related to FMLA 

needs, increased vehicle maintenance and two employees to attend the Cross Connection 
course for required certification.    

 Administration, Accounting and General increased by $103,900.  Significant increases 
include an additional $41,000 increase to the annual public employees retirement payment 
for unfunded liability annual, a salary survey, tri-annual lease expense to BLM, cost of 
service study consultation, and increased property and liability insurance premiums. 

 Legislative increased by $18,000 reflecting the anticipated 10% benefit increase, election 
expense to fill three director positions and added travel expense for new directors. 

 Depreciation increased by $69,000 to reflect planned changes in fixed assets. 
 Non-Operating Interest expense increased by $434,000 for the new Solar Loan interest 

expense, estimated Other Post Employment Benefit (OPEB) non-cash expense offset by the 
amortization schedule adjustmens for other debt.  Beginning FY 2017-2018, the Solar Loan 
expense should be offset by electrity expense savings. 

 Non-Operating Miscellaneous expense increased by $41,000 for public information for the 
Proposition 218 Notice at the end of the Cost of Service Study and increased annual fees by 
the State Water Resources Control Board (SWRCB). 

 Non-Operating Conservation expense increased $277,000 for the Cash for Grass program, 
which will be funded through a $322,000 State grant, and adjustments to conservation 
advertising in which the District plans to mail quarterly newsletters to customers ensuring 
all customers receive pertinent conservation information.  Staff noted it will be adjusting 
other conservation advertising strategies (i.e., newsprint, radio, television, theater, calendar, 
billboard, contest for school aged children). 

 Non-Operating Alternate Water Supply expense increased $49,000 for anticipated 
Groundwater Sustainability Act (GSA) fees and the required Salt Nutrient Program. 

 
The Committee reviewed the 2016-2017 Capital Improvements Projects and Purchases budget 
proposal totaling $15,947,193.  High dollar capital projects that were discussed during the meeting 
include completing/upgrading Wells 17, 33, 34 and 35 ($2.85 million); Automated Metering 
Infrastructure (AMI) project ($2.3 million); 5/8” meter exchange project ($1.35 million); SCADA 
upgrade ($500,000); and the solar project ($7.4 million), which will be funded with the 2016 solar 
loan.  Staff reiterated to the Committee these projects cannot be deferred into future years, so it is 
likely the District will need to incur $5.5 million in debt to cover the costs. 
 
The 2016-2017 Cash Flow projection, which includes $5.5 million in debt, indicates the District 
will meet its debt service coverage obligation, and the emergency reserve will be fully funded.  
2016-2017 cash flow is projected to decrease by almost $10,000,000.  This is expected since there 
are several costly projects scheduled for FY 2016-2017, including construction of the solar plant, 
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which will be funded by new debt and cash reserves.  Annual debt service still exceeds $2 million.  
The District will still have adequate reserves by the end of the year.   
 
RECOMMENDATION:  The Committee recommends approving the 2016-2017 General Fund 
Budget with changes as discussed during the meeting. 
 
RECOMMENDATION:  The Committee recommends approving the 2016-2017 Capital 
Improvement Projects and Purchases Budget with changes as discussed during the meeting. 
 
Public Stan Rajtora commented IWVWD should know how much money will need to be 
contributed to the GSA and that he hoped the City of Ridgecrest would also be making financial 
contributions. 
 

4. Cost of Service Study 
Description:  Staff to give progress report to Committee  
 

Based on the 2016-2017 proposed budgets, 10-year capital improvement plan and debt service 
obligations, staff has been analyzing the District’s revenue revenue requirements and building 
scenarios.   
 
Director Cortichiato expressed interest in having a budget billing presentation at the July 2016 
Board Workshop and stated if the Board decides to pursue budget billing, an expert in budget 
billing development would have to be contracted instead of allowing staff to prepare the structure.  
Thus, he stated staff may want to stop working on the cost of service study until after the 
Workshop.  Staff indicated they would halt the in-house cost of service study until further direction 
from the Board. 
   

5. Voluntary Contributions to Assist Low Income Customers 
Description:  Staff to give progress report to Committee   
 
The Salvation Army is no longer interested in participating in a financial assistance program.   
 
Staff has researched various programs for low income customer assistance offered by water 
districts (public and private).  California law still prohibits special local districts from charging 
different rates to different customers groups based on income, so such a program would have to be 
funded through donations or non-rate money.  Agencies that have low income programs strongly 
recommend either working with a charitable organization or hiring a customer service 
representative whose primary duty is to administer the program.  Some agencies reported the 
program was not sustainable because the donations ceased.  However, if a District has access to 
steady non-rate revenues (i.e., rental income), the program could be well-funded.  Another option 
is to build a lifeline or water conservation rate into the rate structure. Thus, all customers would 
have an opportunity to pay lower rates by using less water and the District could encourage water 
conservation to help meet State required conservation targets.   
 
Staff expressed concern about administering any financial assistance program (receiving donations, 
processing Round Up payments, screening eligibility requirements, verifying maximum water 
usage requirements are met, posting donated credits to customer accounts, etc.). If the Board 
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recommends pursuing this program further, staff respectfully requests a full-time position be added 
to the organization chart.  
 
The Committee discussed the options and unanimously stated this issue should be dropped since 
the program cannot be run through a local non-profit organization, and the law still prohibits 
establishing a discount or lower rate schedule for customer classes based on income.  
 

6. Fraud Risk Discussion 
Description:  Discuss potential or actual fraud risks within the organization.  
 

None. 
 

7. Financial Statements, April 30, 2016 (final) and May 31, 2016 (preliminary) 
Description:  Presentation to Committee financial reports and a graph depicting current revenue 
and expense trends compared to previous fiscal year actuals.  
 
Year to date revenues as of April 30, 2016 are $8,575,543 and expenses are $8,228,288, so 
revenues exceeded expenses by $347,255, which exceeds budget by $423,862.  Staff presented the 
following spreadsheet, which compares April 2016 year to date actual to budgeted revenues and 
expenses by category, and balance sheet.   
 

Indian Wells Valley Water District 
 Revenues vs. Expense 

Actuals & Budget through April 2016 
 

Budget Actuals  Δ       
Revenues   
Total Water Sales 7,574,000 7,739,105 165,105 
Total Water Service Revenue 220,000 231,931 11,931 
Total Non-Operating Income 84,000 453,742 369,742 
Capital Contributions 345,300 150,765 -194,535 
Total Revenues 8,223,300 8,575,543 352,243 

  
Expenses   
Pumping Plant 957,404 927,113 -30,291 
Arsenic Treatment Plants 395,956 319,238 -76,718 
Transmission & Distribution 1,310,375 1,238,100 -72,275 
Engineering 291,005 267,196 -23,809 
Customer Service 284,231 308,618 24,387 
Field Services 359,702 349,019 -10,683 
General & Administration 1,237,669 1,299,899 62,230 
Legislative 83,223 86,604 3,381 
Depreciation 2,249,400 2,249,400 0 
Non-Operating, Interest 833,920 853,615 29,607 
Non-Operating, Miscellaneous 102,255 131,862 19,695 
Non-Operating, Conservation 165,687 162,927 5,618 
Non-Operating, Alternate Water 29,080 34,698 -2,760 
Total Expenses 8,299,907 8,228,288 -71,619 
     

Net Revenue Increase (Decrease) -76,607 347,255 423,862 
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Estimated year to date revenues as of May 31, 2016 are $9,393,543 and estimated expenses are 
$9,004,288, so estimated revenues exceed estimated expenses by $389,255, which is better than 
budget by $636,119. 
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*Actual Revenues and Expenses are Estimated 

 

 
8. Accounts Payable Disbursements 

Description:  Presentation to Committee of Accounts Payable Disbursements reports for Board 
approval. 
 
The Committee recommended approval of accounts payable disbursements totaling $864,428.80 as 
follows: 
 
Checks through:           5/10/16            5/24/16    . 
Prepaid      $     85,193.28  $  401,622.52   
Current         232,708.29      144,904.71   
Total    $   317,901.57   $ 546,527.23 
 

9. Future Agenda Items  
 
None. 
 

 
10. Adjournment 

 
The Committee adjourned at 4:24 pm. 


