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The Government Finance Officers Association (GFOA) of the United States and Canada presented a
Distinguished Budget Presentation Award to Central San for its Annual Budget for the fiscal year
beginning July 1, 2023. To receive this award, a governmental unit must publish a budget document
that meets program criteria as a policy document, as a financial plan, as an operations guide, and as a

communications device. Central San believes this budget document continues to conform to program
requirements.
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General Manager’s Message

Honorable Members of the Board of Directors:

| am pleased to present the Central Contra Costa Sanitary District's (Central San's) Fiscal Year

(FY) 2024-25 combined Operations and Maintenance (O&M), and Capital Improvement Project (CIP)
budgets. This budget serves as a financial plan as well as a policy document to guide our work in the
year ahead. It reflects our unwavering commitment to protecting public health and the environment in
a fiscally responsible and customer-focused manner.

Since our founding in 1946, Central San has grown along with the communities we serve. Today, we
collect and clean wastewater for nearly half a million residents and more than 15,000 businesses over
3,000 parcels in central Contra Costa County. We maintain over 1,500 miles of pipes and 18 pumping
stations to carry wastewater to our treatment plant in Martinez, where we cleaned nearly 16 billion
gallons of wastewater in 2023. Recently, we marked 26 consecutive years of 100% compliance with our
National Pollutant Discharge Elimination System permit—more than a quarter century without a single
permit violation.

Through prudent planning, industry-leading innovation, and the dedication of our employees, Central
San has remained resilient in the face of adversity. In recent years, we have weathered major storms,
wildfires, the global pandemic, and economic uncertainty. Throughout, we've risen to the challenge of
providing essential services without interruption, supporting health, safety, economic vitality, and
quality of life in central Contra Costa County.

Maximizing Value for Our Customers

Through our asset management program and proactive maintenance, we've optimized our operations
and extended the lifespan of our facilities, making every dollar work harder for our customers.
However, parts of our system have reached the end of their useful lives. Significant capital investments
are needed to ensure we can continue providing reliable service for our customers, ensure resilience in
the event of storms, earthquakes, or other disasters; and meet new and evolving environmental
regulations. This budget reflects these critical infrastructure needs, including renovations to our solids
handling facilities, aeration basins, steam system, and ultraviolet (UV) disinfection facilities. We also
are investing in upgrades to our pumping stations and replacing aging neighborhood sewer pipes to
ensure reliable, trouble-free service for decades to come.

Central San takes pride in the level of service we provide. Our innovative recycled water and household
hazardous waste (HHW) programs, award-winning public outreach and student educational programs,

and newly opened recreational vehicle waste disposal station are helping us to better fulfill our mission
and meet the needs of our diverse community. These value-added services will continue to receive the
support they need in this budget.
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Ensuring Fair and Reasonable Rates

In developing this budget, we strove to balance two imperatives: Provide the necessary resources for
round-the-clock operations, maintenance, and critical infrastructure investments, while also
recognizing the economic realities and challenges many of our customers face. In spring 2023, we
completed a cost-of-service study to guide our rate setting for the subsequent two fiscal years. Under
the rate proposal adopted last year, our customers will see a modest increase of 4% in the Sewer
Service Charge for FY 2024-25. Even with this increase, our rates remain below average compared with
other wastewater utilities across the Bay Area.

Before seeking additional funds from our customers, we make every effort to control costs and ensure
we're wisely managing the monies entrusted to us. We annually benchmark performance to ensure
efficient, cost-effective operations. As one example of Central San's ongoing efforts to enhance our
efficiency, this year we will flip the switch on a new solar array project that will reduce our climate
impacts as well as save an estimated $6 million in energy costs over the next 25 years.

Among our recent financial accomplishments, we kept operation and maintenance costs nearly flat for
eight years through FY 2021-22, with modest increases in the past two years due to inflationary
pressures. We paid off pension liabilities—projected to save millions in interest payments through
2029—and secured low-cost state financing to save $20 million in interest costs on the Solids Handling
Improvement Project over the next 30 years. Additionally, we have fully funded our operations &
maintenance and sewer construction reserves and invested over $10 million in our rate stabilization
fund to help weather turbulent times and smooth rate increases over time.

Acknowledging our Accomplishments

As we strive to provide exceptional service at reasonable rates, our two-year Strategic Plan serves as a
guidepost to keep us focused on our vision and goals. Significant accomplishments under each of the
seven goals in the Strategic Plan include:

CUSTOMER AND COMMUNITY

e Received a 3.95 out of 4.0 average
customer service rating for collection
system emergency calls (as of Q2).

e launched “Go with the Flow” bike
tours to accompany the interactive
map and website which educates the
community about Central San’s
wastewater system.

e Continued offering the Low-Income
Household Water Assistance Program
(LIHWAP).

e Oversaw approximately 49,000 visits
to the HHW Collection Facility and
Residential Recycled Water Fill
Station by residents, small businesses,
reuse customers, retail partners, and fill station users.
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e Received the California Water Environment Association Community Engagement and
Outreach Program of the Year — Beauty Without Waste: Maintenance Access Cover
Beautification Project.

e Received the Municipal Information Systems Association of California (MISAC)
Excellence Award for the sixth time.

e Participated in a “Microplastics - Removal Across the Treatment Plant” study in
collaboration with the Southern California Coastal Water Research Project Authority
(SCCWRP) and the Ocean Protection Council to advance the science of microplastics in
wastewater.

ENVIRONMENTAL STEWARDSHIP

e Achieved 26th year of continuous compliance with all National Pollutant Discharge
Elimination System (NPDES) treatment plant permit requirements governing the
discharge of treated effluent to San Francisco Bay.

e Experienced record low spills of 13 in calendar year 2023 (0.84 per 100 mi). As of Q2
in FY 2023-24, experienced 6 spills (0.4 spills per 100 miles).

e Collected approximately 1,800,000 pounds of hazardous waste. (Quantities estimated
from quantities received through February 2024.)

e Gave away over 231,000 pounds of reusable products via our Reuse Room.

e Collected approximately 3,500 pounds of pharmaceuticals.

e Worked with the Board of Directors to pursue policy efforts at the state and federal
level that addressed PFAS; fats, oils, and grease; and microplastics; and promoted
pollution prevention, producer responsibility, and proper wipes labeling.

e Began Membrane Aerated Biofilm Reactor (MABR) pilot, to evaluate MABR and help
Central San meet potential future nutrient regulatory limits while reducing capital
investments for new treatment tankage and equipment.

e Developed a Fleet Electrification Strategic Plan to ensure compliance with California’s
Advanced Clean Fleets Regulation.

e Began operation of a 1.75-megawatt solar energy project which will offset 3.5 million
kilowatt hours per year of grid use and reduce greenhouse gas emissions by 7%.

e Continued to collaborate with Contra Costa Water District (CCWD), Santa Clara Valley
Water District (Valley Water), San Francisco Public Utilities Commission (SFPUC), and
East Bay Municipal Utility District (EBMUD) in various potential projects to help
augment the region’s water supply.

e Distributed approximately 224 million gallons of recycled water to Zone 1 (as of Q2).
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WORKFORCE DIVERSITY AND DEVELOPMENT

Negotiated and implemented a 3.75% cost of living adjustment for employees,
effective April 18, 2024, reflective of FY 2022-23 and FY 2023-24 inflation.

Added the Juneteenth holiday to Central San’s calendar.

Supported the work of Central San’s Diversity, Equity, and Inclusion (DEI)
consultant and Central San’s DEI Task Force and Coordination Team, including the
DEI Framework and Strategic Plan.

Updated the Intern and Summer Student Program to offer competitive wages and
lower the minimum age for eligibility.

Launched the fifth cycle of the BOOST Mentorship Program with four mentees and
mentors pairings.

Launched the fourth Supervisory Academy with 25 participants.

Hosted the fourth Management Academy, with 22 graduates from both Central
San and sister agencies to promote interagency learning and development.

GOVERNANCE AND FISCAL RESPONSIBILITY

Completed a wastewater cost of service study and recommended a new rate class
for accessory dwelling units for Board consideration.

Upgraded Board meeting streaming services.

Received the GFOA’s Certificate of Achievement for Excellence in Financial
Reporting Award for the 23" consecutive year for the FY 2023-24 Annual
Comprehensive Financial Report.

Received the GFOA Distinguished Budget Presentation Award for the sixth
consecutive year for the FY 2023-24 Budget.

SAFETY AND SECURITY

Offered in-person training, including Harassment Prevention, Fentanyl/Narcan,
First Aid/CPR/AED, and Workplace Violence.

Worked with a consultant to review and enhance the security program and
develop project scopes to expand access control systems and harden certain
facilities.

Hired a Cybersecurity Analyst to create and implement a complete cybersecurity
program.

Deployed intrusion protection for increased network security.

INFRASTRUCTURE RELIABILITY

Replaced or rehabilitated up to five miles of pipes in Alamo, Walnut Creek,
Lafayette, Pleasant Hill, and Orinda.

Initiated the construction of the Solids Handling Facility Improvements - Phase 1A
to address dewatering, furnace, and air pollution control improvements.
Continue to replace critical infrastructure and equipment at the wastewater
treatment plant and pumping stations.

Developed a long-term solids management strategy to identify drivers for
beginning design and construction of a greenfield solids handling facility.

Cleaned 361 miles of sewers (as of Q2).
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e Completed 8,188 work orders for sewer system maintenance on schedule 99.6%
of the time (as of Q2).

e Completed 4,991 work orders for plant maintenance, with 3% of those work
orders being reactive maintenance (as of March 2024).

e Developed and implemented Limited Duration Position Program (LDPP) to assist
with project-based peak workloads.

INNOVATION AND AGILITY

e Hired a manager for the Operations Optimizations Division to improve efficiencies
and effectiveness in all dimensions of performance at Central San.

e Began evaluating potential chemical dosing optimizations as part of Odor Control
Facility Plan Update.

e Began evaluating secondary clarifier hydraulics capacity/process improvements as
part of Secondary Clarifier and Channel Improvements Project.

e Administered an Optimizations Program and held an Innovations Fair to celebrate
and award employee ingenuity and innovative thinking.

e Continued to optimize and improve the use of Oracle ERP.

e Went live with Phase 1 of utilizing Enterprise Performance Management (EPM) for
capital project budgeting and monitoring.

e Implemented Journeys, Permitting and Licensing, and Warehouse Management
System.

Preparing for the Future

As we look ahead, our key priorities include developing our workforce to better serve our customers,
replacing aging infrastructure, meeting emerging regulatory requirements, providing exceptional
service, and ensuring environmental stewardship and sustainability in everything we do. We are
prepared to meet these challenges with the same unwavering dedication and innovative spirit that
have defined our 78-year history.

The priorities identified in this FY 2024-25 Budget will allow us to build upon our successes and achieve
the goals outlined in our two-year Strategic Plan. | would like to extend my gratitude to our staff for
their collaborative efforts in creating a budget that ensures the reliability and resiliency of our
operations, as well as the sound financial footing of Central San. | also want to thank our Board
members for providing the vision, resources, and support necessary to address our current and future
challenges.
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While meeting our many priorities and challenges, we recognize that, at the core, our customers rely
on us to fulfill our mission while providing exceptional services. Accordingly, this proposed budget
represents our commitment to serve with excellence while delivering the highest value, now and in the

future.

Roger S. Bailey
General Manager
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About Central San

Established in 1946, Central San is located about 30 miles northeast of San Francisco and provides
wastewater services for nearly 500,000 residents and more than 15,000 businesses in central

Contra Costa County. This service territory covers 146 square miles and includes Alamo, Clyde,
Danville, Lafayette, Martinez, Moraga, Orinda, Pacheco, Pleasant Hill, San Ramon, Walnut Creek, and
unincorporated areas within central Contra Costa County. Central San also treats wastewater from an
additional 37 square miles for residents of Concord and Clayton under a 1974 contract with the City of
Concord.

Sewage collection and wastewater
treatment; household hazardous
waste (HHW) disposal

Wastewater treatment and HHW
disposal for residents in Concord and
Clayton by contract

HHW disposal only

. Central San headquarters, treatment
plant, HHW Facility, and Residential
Recycled Water Fill Station

Collection System Operations
headquarters

Central San by the numbers
e Serves nearly 500,000 residents and more than 15,000 businesses in
central Contra Costa County
e Maintains over 1,500 miles of sewer pipelines and 18 pumping stations
which carry wastewater to Central San’s regional treatment plant in
Martinez
e C(Cleans about than 13 billion gallons of wastewater per year
e Produces more than 500 million gallons of recycled water every year for
irrigation and industrial uses
e Collects about 2 million pounds of household hazardous waste per year,
and strives to reuse or recycle about 90% of those materials
e Collects about 3,500 pounds of unwanted medications per year
e Achieves an average 3.95 out of 4.0 customer satisfaction rating for sewer emergency response (as
of Q2 in FY 2023-24)
e Serves about 20,000 students through school education programs every year
e Welcomes more than 500 participants to treatment plant tours and speakers bureau presentations
per year
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For over 75 years, Central San has been proud to serve its customers in the San Francisco Bay Area’s
central Contra Costa County region. The service area is located at the foot of Mount Diablo
(3,848 feet), whose state park and foothills offer hiking trails and open space preserves that are

frequently used by the neighboring residents.

The cities served by Central San are also some of the
most historic in California. Martinez, where the
headquarters is located, was a key crossing point
over the Carquinez Strait for the Pony Express, and
its downtown is notable for its preserved historic
buildings, including the John Muir National Historic
Site. A short distance away, the Cities of Concord,
Walnut Creek, and San Ramon boast revitalized
shopping districts, drawing retailers and restaurants

from other parts of the state to open locations there.

One of Central San’s largest customers, the City of
Concord, is working on converting a former Naval
Weapons Station into a Community Reuse Project,
which will include parks, housing, office, retail, and
the restoration of Mt. Diablo Creek. Central San is
proud to be part of the effort to make the project as
sustainable as possible by supplying recycled water
for irrigation in this development.
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In recent years, the population of the
service area has stayed relatively steady,
after continuing growth in prior years,
partially due to its accessibility to San
Francisco and Silicon Valley via public
transit. Most of the population of Contra
Costa County lies along the busy I-680
corridor that connects the North Bay to
Silicon Valley. As shown in the following
tables, the area in which Central San
operates is a growing community to
whom this agency is honored to provide
its core services, including educational
messaging to instill the environmental
values foundational to Central San as an
organization.
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Service Area Population - Growth Since 2010

As of January 1 Inside District Concord / Clayton Total Served % Change
2010 319,377 135,378 454,755 -0.32%
2011 321,800 133,600 455,400 0.14%
2012 326,900 134,200 461,100 1.25%
2013 332,600 134,900 467,500 1.39%
2014 335,009 135,856 470,865 0.72%
2015 339,029 137,357 476,386 1.17%
2016 340,667 140,916 481,583 1.09%
2017 344,591 139,654 484,245 0.55%
2018 348,333 140,590 488,923 0.97%
2019 352,733 151,542 494,275 1.09%
2020 342,149 141,480 483,629 -2.15%
2021 344,254 140,541 484,795 0.24%
2022 352,832 134,497 487,329 0.52%
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Population by Community (2010 and three recent years)

Community* As of January 1, 2010 L8] Jzzcn)r;:ary L L8] Jzzcn)r;iary L FS ] Jzzr;;ary L
Clayton 10,936 11,337 11,268 10,863
Concord 124,442 130,143 129,273 123,634
Danville 43,110 43,876 43,906 43,352
Lafayette 24,206 25,604 25,358 25,064
Martinez * 21,078 20,913 21,834 22,008
Moraga 14,701 16,946 16,820 17,105
Orinda 17,799 19,009 19,078 19,478
Pleasant Hill 33,384 34,267 34,133 34,026
San Ramon * 51,099 68,824 63,659 69,479
Walnut Creek 65,443 70,860 71,317 69,891
Unincorporated
Contra Costa 48,557 41,850 48,149 52,429
County**

Total Service Area 454,755 483,629 484,795 487,329
$§:‘:Ir a Costa County 1,073,055 1,156,530 1,153,854 1,156,555

*Central San shares service of these communities with other agencies, and adjustments for the populations served by those other
agencies have been made

**Includes Alamo, Clyde, and Pacheco

Source: California Department of Finance, Demographic Research Unit and local agency service records
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Household Income by Community (Calendar Years 2020 and 2021)

m Average Household Income
Community 2020 2021
Alamo *, A $312,473 $332,932
Clyde *, A $83,077 $92,801
Clayton ** $153,607 $150,948
Concord ** $92,706 $100,011
Danville $167,827 $181,453
Lafayette $188,140 $192,546
Martinez *** $109,994 $114,390
Moraga $152,788 $167,784
Orinda $231,230 $248,984
Pacheco *,A $106,046 $110,664
Pleasant Hill $125,573 $131,012
San Ramon $167,345 $173,519
Walnut Creek $108,689 $121,205
Service Area Total (Excluding
Concord** & Clayton**), Weighted $155,638 $166,093
by Population

Source: US Census Data (https://www.census.gov/quickfacts)

* Included in “Unincorporated Contra Costa County” population line item in previous table.

A from American Community Survey, $1901 at https://data.census.gov/

** Not included in service territory, Central San provides wastewater treatment and HHW services through a wholesale contract.
*** portions of Martinez are in service territory for collection and treatment, and all of Martinez is provided with HHW services.
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Ten Largest Customers by Sewer Service Charge (FY 2021-22)

Customer Operating Revenue Rank % of Operating Revenue
City of Concord* $16,134,761 1 11.97%
First Walnut Creek Mutual $593,750 2 0.44%
Park Regency Apartments 557,500 3 0.41%
Second Walnut Creek Mutual Apartments 468,750 4 0.35%
John Muir Health 404,989 5 0.30%
Branch Creek Vista Apartments $250,000 6 0.19%
Bay Landing Apartments $225,000 7 0.17%
Kaiser Foundation Hospital $222,277 8 0.16%
Muirland @ Windemere Apartments $218,750 9 0.16%
Archstone Apartments $198,876 10 0.15%
Total $19,274,654 14.30%

* Contract with the City of Concord to treat and dispose of wastewater for Concord and Clayton
** Located in Concord, but in the Central San service territory for wastewater collection and treatment
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Sewer Service Charge Billings by Type (FY 2021-22)

LR UL 2020-21 Sewer Service

User Group Parcels* Equivalents % of Total

Charge Billings

*

Residential 115,512 141,183 $93,180,965 84%
Mixed Use 232 3,668 2,420,806 2%

Office 1,076 4,513 2,978,664 3%

Food Service 259 3,407 2,248,513 2%

Hotel/Motel 23 1,612 1,063,997 1%

Industrial/Permitted 14 1,367 902,026 1%

skilled Nursing 44 1,021 673,628 1%

Schools 160 1115 735,915 1%

Businesses ** 414 1,537 1,014,399 1%

Recreation/Entertainment 211 990 653,335 1%

Automotive/Car Wash 252 1,183 780,511 1%

Market/Supermarket 53 1579 1,042,407 1%

All Other User Groups 532 3,930 2,580,047 2%

Total County and Direct Bills 118,782 167,084 110,275,211 100%
Partial Year Charges $421,920

Prior Year Adjustments 251,282

Total 118,782 $110,948,413 100%

* Parcels are the primary basis for billing the Sewer Service Charge. Other terms such as the number of “customer accounts” may be
used to roughly approximate parcels. Additionally, the term “Residential Unit Equivalents” (RUEs) is used to normalize flow volumes
of different customer types by translating volumes into a standard measurement based on the volumes of a typical residential
customer.

** Business user group includes: retail sales, barbers/beauty salons/pet grooming, dry cleaners, nurseries/lumberyards, contractors,
and equipment repair
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2022

Employers Estimated Employees % of Total County Employment
Chevron Corporation 10,000+ 1.89%
Kaiser Permanente 10,000+ 1.89%
Bio-Rad Laboratories 1,000-4,999 0.56%
John Muir Medical Center 1,000-4,999 0.56%
La Raza Market 1,000-4,999 0.56%
USS-POSCO Industries 1,000-4,999 0.56%
All Others 499,600 93.98%
Total 531,600 100%

Source: County of Contra Costa, California, California Annual Financial Report for June 30, 2022, Statistical Section, principal employers

exclude government employers
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Economic Statistics for Contra Costa County (Since 2010)

Average Annual

Per Capita Personal

FY Ended June 30 Population* Personal Income* Income* Unemployment
Rate**
2010 1,052,875 $56,882,501 $54,030 11.3%
2011 1,066,126 $61,498,902 $57,681 11.0%
2012 1,079,093 $66,772,041 $61,878 9.4%
2013 1,096,310 $67,290,115 $61,435 7.3%
2014 1,110,971 $71,164,468 $64,056 6.0%
2015 1,126,027 $77,914,957 $69,195 4.9%
2016 1,138,645 $82,204,425 $72,195 4.9%
2017 1,147,439 $87,810,279 $76,527 4.1%
2018 1,150,215 $94,900,003 $82,506 3.5%
2019 1,155,879 $97,550,344 $81,782 3.2%
2020 1,165,927 $106,318,748 $86,359 13.4%
2021 1,161,413 $110,320,394*** $94,834 6.4%
2022 1,156,555 *** $109,965,993*** $95,047 3.5%

* Source: U.S. Department of Commerce, Bureau of Economic Analysis, “CAINC1” figure.
https://apps.bea.gov/iTable/iTable.cfm?reqid=70&step=1&acrdn=7#reqid=708&step=1&acrdn=7

**Source: State of California Employment Development Department, annual calendar figure in 2010 future dates as of June.
https://data.edd.ca.gov/Labor-Force-and-Unemployment-Rates/Local-Area-Unemployment-Statistics-LAUS-Contra-Cos/2fxf-y95y

*** Source: https://www.contracosta.ca.gov/5342/Demographics
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Organizational Structure

Central San is governed by a Board of Directors (Board) whose five members were elected at-large on a
non-partisan basis and serve a four-year term. Commencing with the 2022 election, Central San
transitioned to area-based elections. Under area-based elections, Central San has been divided into
five separate election areas called “divisions” and voters residing in each area will select one
representative to serve on the

Board.

The Board appoints the
General Manager, the Counsel
for the District, and the
Secretary of the District.

Central San is organized into
three departments:
Administration (which
includes HR and Secretary of
the District), Engineering and
Technical Services, and
Operations.

Central San currently has 298
budgeted full-time
employees. The budget for

FY 2024-25 is proposed at 302
positions.

This team of employees is led by a General Manager, two Deputy General Managers, 10 Division
Managers and an Internal Auditor.

The chart above depicts the operating divisions and programs that are funded in the budget.
Central San's main headquarters, Board Room, and treatment plant are located at 5019 Imhoff Place in

Martinez. Central San's Collection System Operations are headquartered at 1250 Springbrook Road in
Walnut Creek.
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Budgeting Calendar, Process, and Spending Authorities

The budget development process for FY 2024-25 started midway through FY 2023-24

The budget was developed through an iterative process. Initial budget proposals were input into the
Oracle budgeting module and the results were then reviewed by the General Manager and discussed
with the relevant Directors and division managers. After several rounds of refinement and changes, the
numbers were compiled and presented in the budget book, which was finalized in April, and provided
to the Board in early May. The Operations and Maintenance sections were reviewed by the Board
Finance Committee, and the Capital budget was reviewed by the Board Engineering & Operations
Committee prior to Board adoption of the final budget in June. The budget process is typically aligned
with two other key planning processes: strategic planning, which covers a two-year window, and rate
setting.

FY 2024-25 will be the first year of a new two-year Strategic Plan cycle. The strategic goals, strategies,
initiatives, key success measures, and metrics of that plan were established during FY 2023-24 and
provide guidance for funding activities in the budget. The budget proposes a level of funding that will
enable the achievement of the goals set forth in the FYs 2024-26 Strategic Plan.

FY 2024-25 comprised the second year of a two-year rate scheduled adopted in 2023. Accordingly, the
overall financial parameters were in place to provide the boundaries for budget development. A
check-in on the financial plan — and whether to continue with the second-year scheduled Sewer Service
Charge (SSC) rate adjustment for FY 2024-25 — was conducted in early April 2024, where the Board
validated the need to continue the path established by the two-year rate plan. The current two-year
rate plan commenced in the fall of 2022 with a cost-of-service study to develop SSC rates. The results
of the draft cost-of-service study, and an updated Ten-Year Financial Plan were discussed at a

January 12, 2023 Financial Planning workshop. Staff presented and the Board expressed preliminary
support for a two-year rate adjustment that forecast modest overall rate increases to address
operational and capital improvement program needs. The cost-of-service report was finalized in May,
the Proposition 218 notifications were issued in May, and a public hearing on rates was held on June
21, 2023. At that meeting the Board considered public comments and voted to adopt the two-year rate
schedule, subject to the check-in noted above regarding the second-year adjustment. This budget
document presumes the revenues generated by that second-year SSC rate change.
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A diagram summarizing the typical budget and rate development process is provided below.

A calendar of key intersecting events during the process for the FY 2024-25 budget is provided below,

comprised of activities from three critical business areas of the planning process.

Key Strategic Plan, Budget, and Rate Setting Events for FY 2024-25 Budget

Strategic Planning

Rate Setting

departments/divisions

2024-26

September Board review of Mission,
2023 Vision, Values and Goals
Administration Committee
October review of Mission, Vision,
2023 Values and Goals for FYs 2024-
26 Strategic Plan
Board review and adoption of
December Mission, Vision, Values, and
2023 Goals for FYs 2024-26 Strategic
Plan
February Departme_nts/dlws.lons develop
and submit operating budget N/A
2024
proposals
General Manager reviews Administration Committee
March 2024 | operating budget with review of Strategic Plan for FYs N/A
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Rate Setting

[?raf'-c opera.mng budget Financial Planning Workshop:
finalized with
departments/divisions Check-In on 21 year of Rate
P Schedule
April 2024 Draft Ten-Year Capital Public Hearing to consider
Improvement Plan (CIP) .
- previously approved FY 2024-
finalized by Department of .
. . . 25 SSC 4% increase
Engineering and Technical E—
Services
Draft Operating Budget
presented to the Finance
Committee and the Board
May 2024 Draft Capital Improvement N/A
Budget (CIB) and Ten-Year CIP
presented to the Engineering
and Operations Committee and
Board
Public Hearing and Board . . Public Hearing on adoption of
June 2024 Meeting to adopt FY 2024-25 fooragssrgngzzf Strategic Plan Capacity and Developer-
budget. Related Fees, Rates and
Charges
July 2024 2nd Ygar of Adopted SSC Rates
effective

Public participation has been invited throughout all aspects of these planning processes. Documents
are published on the Central San website for public review. Public input is taken at Committee and
Board meetings, financial workshops, and public hearings on these matters.

Once the budget is adopted, the General Manager has the authority to spend within the respective
budgets. Payments are governed by the limits set in the General Manager Delegation of Authority
(Board Policy No. BP-038).

Individual supervisors and managers are granted authority for purchase requisitions, approvals, and
payment authorizations consistent with the signature limit matrix by position that serves as a partial
delegation of some of the General Manager authority. Certain expenditures over $200,000 require
Board approval.

Spending is monitored monthly by staff and by the Board; variances of more than 10% on individual
budget line-item categories are highlighted and subject to discussion by the Finance Committee. All
expenditures are submitted monthly to the Finance Committee and the Board for review and approval.
Monthly financial statements are issued internally and to the Board. Monthly and annual variance
explanations are presented to the Board. The Board also reviews year-end variance explanations and
determines how available funds from favorable variances are used.
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Should it become necessary to spend more than the overall Operations and Maintenance, Capital, Debt
Service, or Self-Insurance budget, formal Board action would be required to adopt an amended
budget.

For the Capital Improvement Program, budgets for projects are set on an annual basis. The General
Manager has the authority to reallocate funds up to $500,000 between projects. Reallocations above
that amount or the creation of a new unbudgeted capital project require approval by the Board.

The General Manager has the authority to spend up to the budgeted amounts for Debt Service. The
General Manager may also spend Self-Insurance Fund reserves to pay claims and claim expenses within
the self-insured retention ($500,000) during the fiscal year.

The General Manager and Board roles in the administration of financial limits related to expenditures
are summarized in the two following tables:
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Action ‘ General Manager Board of Directors
Approve Capital Improvement Plan and Capital L
N No Limit
Improvement Budget (CIP/CIB) one o Hmi
Transfer Funds to Individual Project Budgets $500,000 or Less No Limit
Professional Consulting Services $200,000 or Less Greater than $200,000
Enter Into . . i
Technical Consulting Services $200,000 or Less Greater than $200,000
Agreements
Professional Engineering Services $200,000 or Less Greater than $200,000
Amend Agreements less than or equal to $2 million $100,000 or Less Greater than $100,000
Amend Agreements greater than $2 million $200,000 or Less Greater than $200,000
i 200,000* or Less per
Trar-15fer Funds from CI.B Contingency Account to S ; p Greater than $200,000*
Projects Not Included in the CIB Project
Upto A t Specified i
Authorize purchase of individual equipment items pto Amount speciiied in No limit

Equipment Budget

Authorize Supplemental Funds to Program

No limit / Sewer Construction

N

Budgets and Contingency Account one Fund Balance
Award Construction Contracts? $200,000* or Less Greater than $200,000*
Authorize Additive $200,000* or Less Greater than $200,000*
Construction
Ch izati

ange Deductive No Limit No Bc.>ard Authorization
Orders Required

Authorize Subcontractor Substitutions

All Substitutions Unless
Protested by Subcontractor

Substitutions Protested by
Subcontractor

Accept Construction Projects

All Projects

Informational Announcement
to the Board

Close Out Projects

All Projects

Memo Provided to the Board
at End of Fiscal Year

Acquire Easements

$200,000 or less

Greater than $200,000

Limited by the remaining balances of the applicable program and contingency account.

Limited by the remaining balance of the applicable contingency account.

Bid protests and rejection of all bids must go to the Board except for those under $200,000 and which
fall under the provisions of the California Uniform Public Construction Cost Accounting Act (UPCCAA) (§§ 22042

and 22042.5).

These limits shall be raised concurrently with changes to the UPCCAA (California Public Contract Code §§22032(a), representing the
threshold above which formal bidding is required under the UPCCAA).
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Goods and Services

Category of the Procurement

Professional
Consulting Services
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Public Works Projects?

General Manager
Delegated Authority?!

>$0 and < $200,000

General Manager
Delegated Authority

General Manager
Delegated Authority

>$200,000

Board
Authorization Required

Board
Authorization Required

Amending Agreements < $2,000,000:

Changes less than $100,000

General Manager
Delegated Authority

General Manager
Delegated Authority

Amending Agreements > $2,000,000:

Changes less than $200,000

General Manager
Delegated Authority

General Manager
Delegated Authority

Amendments Causing Agreement total to

Exceed $200,000

Board Authorization
Required

1 The Board delegates authority to the General Manager, or their designee, to award and enter contracts for goods and services within
the Board’s adopted operating budget, excluding labor, provided purchasing policy and procedures are adhered to.
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Strategic Plan Summary

Central San develops its Strategic Plans on a two-year cycle, while tracking progress quarterly and
producing performance reports annually. The Strategic Plans establish policy direction, outline core
commitments, focus initiatives, and track performance with key performance metrics. This budget
relates to the first year in the FYs 2024-26 Strategic Plan and reports FY 2023-24 strategic
accomplishments and performance (based on information available during the publication of this book
in spring 2024), as well as objectives for FY 2024-25.

The development of the FYs 2024-26 Strategic Plan started with the Board’s re-adoption of Central
San’s Mission and adoption of revised Vision, Values, and Goals in the fall of 2023. These updates
emphasized the agency’s commitment to the environment, innovation, optimization, and continuous
improvement.

The Strategic Plan contains five components: Goals, Strategies, Initiatives, Key Success Measures, and
Metrics. The Strategies outline Central San’s approach to achieve its Goals, overcome its challenges,
accomplish its mission, and meet the community’s needs in the most efficient and effective ways. The
Initiatives describe the actions staff will take, and the Key Success Measures delineate the tasks to
fulfill those Initiatives. The Key Metrics set targets, track progress, and evaluate performance. To view
a complete copy of the Strategic Plan, please visit www.centralsan.org.

Starting with the development of the FYs 2016-18 Strategic Plan, staff has used the Effective Utility
Management (EUM) model as a tool to identify practices and procedures to improve operations and
move toward continued sustainability across the organization. The EUM framework was originally
developed in 2007 by the American Water Works Association (AWWA), U.S. Environmental Protection
Agency (EPA), and nine other association partners representing the U.S. water and wastewater sector.
It consists of 10 attributes that provide succinct focus areas for effectively managed utilities and what
they should strive to achieve. These attributes are as follows:
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Key Budget Priorities: Responding to Challenges

The Budget and Strategic Plan, as key planning documents, provides the resources and guidance
necessary to accomplish Central San’s mission to protect public health and the environment and
overcome its challenges. Central San is committed to improving the quality of services provided to its
customers and will positively respond to major challenges through its key budget priorities as linked to
the Strategic Plan goals, as follows:

Key Budget Priority Primary Response FY 2024-25 Budgeted Project(s)

CUSTOMER AND COMMUNITY
Provide exceptional service

Balancing the need for Continue commitment to educating Public outreach, including the highly

financial resources against customers about required revenue and successful Central San Academy, student

impacts to the customer resources needed to replace aging education programs, facilities tours, bike
infrastructure and meet regulatory tours, Pipeline community newsletter,
requirements. and social media engagement.

Feasibility study to determine the
benefits and barriers to a consolidation
with Mt. View Sanitary District.

ENVIRONMENTAL STEWARDSHIP
Meet regulatory requirements, promote sustainability, and
identify and reduce contributions to climate change

Evolving regulatory Anticipate changing regulations and plan for Implement the Fleet Electrification
requirements alternatives to maintain reliability and meet Strategic Plan to meet new state
requirements. requirements for zero-emission vehicles.

Continue negotiating the regional
Nutrient Watershed Permit with the SF
Bay Area Regional Water Board.

One additional staff position to address
heightened regulatory compliance
requirements.

Maintaining a sustainable Partner with drinking water agencies to find Continue exploring partnerships with

water supply creative regional water supply solutions and Contra Costa Water District (CCWD),
identify ways to maximize cost-effective Santa Clara Valley Water District (Valley
resource recovery and sustainability. Water) and San Francisco Public Utilities

Commission (SFPUC) to advance the
Refinery Recycled Water Exchange
Project to utilize recycled water at
nearby refineries in place of raw Delta
water to increase the amount of drinking
water available to the region.

Collaborate with East Bay Municipal
Utility District (EBMUD) and Dublin San
Ramon Services District (DSRSD) to
evaluate the feasibility of permanently
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FY 2024-25 Budgeted Project(s)

diverting raw wastewater from Central
San to DSRSD to produce recycled water
via the DSRSD-EBMUD Recycled Water
Authority for delivery to new landscape
irrigation customers in Central San’s and
EBMUD’s overlapping service areas.

WORKFORCE DIVERSITY AND DEVELOPMENT
Recruit, educate, empower, and retain a workforce from diverse backgrounds

Driving employee
performance and rewarding
excellence

Develop, retain, and equip highly skilled
employees with the tools needed to succeed,
so Central San may be a preferred employer.

Employee recognition, training and
development programs, certifications,
outside conferences, and professional
association memberships to inspire
continuous education and improvement.

Fostering a culture of
diversity, equity, and
inclusion (DEI)

Continue investing in the development of
Central San’s DEl initiative.

Retention of the services of DEI
consultants and trainers to help guide
and realize the efforts of Central San’s
Task Force.

Implementation of prioritized
recommendations of the DEI Action Plan.

Establishment of ongoing leadership of
DEI effort through supplementary
responsibilities for existing staff.

GOVERNANCE AND FISCAL RESPONSIBILITY
Uphold integrity, transparency, and wise financial management in an effective governing model

Maintaining responsible
rates at an affordable level

Balance capital spending with affordability
and rate impact concerns, and offset
infrastructure replacement, regulatory
responses, and other expenses with
cost-saving efforts, efficiencies,
optimizations, and innovations.

Financial planning to forecast needs and
sensible spending.

Optimize ERP system to issue relevant
and reliable financial reports and to
facilitate improved capital project
budgeting and monitoring.

Commencement of a cost-of-service
study for FY 2025-26 rates with adoption
of a new multi-year rate schedule.

SAFETY AND SECURITY
Provide a safe, secure, and healthful workplace that foresees and addresses threats

Protecting the safety and
security of both people and
assets

Increase security at the treatment plant to
address increased contractor and
construction activity and continue to develop
cybersecurity efforts.

Projects to construct and provide safety
upgrades, including planning for a new
emergency notification system.
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FY 2024-25 Budgeted Project(s)

Continued development of cybersecurity
program, including training and anti-
phishing campaigns.

Implementation of physical security
standards for facility-based projects.

INFRASTRUCTURE RELIABILITY
Maintain facilities and equipment to be dependable, resilient, and long lasting

Aging infrastructure and
climate resiliency

Make investments in capital improvements
and internal resources to deliver on increased
levels of capital spending, including staff
development and regular reviews to ensure
proper capital delivery capacity.

Major projects include the Solids
Handling Facilities Improvements Phase-
1A, Phase-1 Steam Renovations,
electrical renovations at Headworks and
the Pump and Blower Building, new
aeration diffusers, new ultraviolet lamps,
the Large Diameter Inspection Program,
and the Grayson and Walnut Creek Levee
Improvement Project.

Continuation of the Limited Duration
Position Program to assist with project-
based peak workloads.

INNOVATION AND AGILITY
Optimize operations for continuous improvement, and remain flexible and adaptable

Optimization of Central
San-wide business and
treatment processes, and
project workflow and
delivery through
technology

Continue to champion and initiate projects
through the Information Technology /
Operational Technology (IT/OT) Strategic
Plan.

Advance overall business and decision
support processes to improve efficiencies and
effectiveness in all dimensions of
performance at Central San.

Focused effort on the Operations
Department to improve existing operations.

Execution of the IT/OT Strategic Plan,
including five roadmaps for key
programs.

Identification and implementation of
process, chemical, and energy efficiency
improvements.

Continued work with internal
stakeholders to develop the long-term
plan for the Solids Phase-2 project and
regional biosolids handling research.

Implementation of in-house treasury
function eliminating manual and/or
inefficient processes and optimizing
modern banking-ERP integration
technology.
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Financial Overview

Central San uses an enterprise fund to account for its operations. The primary activities of the
aggregate enterprise fund are further segmented into four funds and three other ancillary funds and
accounts as described below:

Primary Internal Sub-Funds

Operations and Maintenance (O&M) Running Expense Fund — This fund provides for the general
operations, maintenance, and administration of Central San. Sewer Service Charge (SSC) revenues
are collected by the Contra Costa County Tax Collector's Office and are remitted to Central San in
two installments in April and December of each year. Central San provides several services,
including wastewater treatment, to its customers and, by contract, to the cities of Concord and
Clayton. Central San is reimbursed annually for the treatment services provided to Concord and
Clayton residents. Central San reserves five months (41.7%) of its gross operating expenditures at
the start of each fiscal year to pay its ongoing expenses throughout the year.

Sewer Construction Fund (Capital Fund) — This fund provides for treatment plant and collection
system asset renewal and replacement expenditures, as well as office facilities renewal, vehicle and
equipment replacement, information systems replacement, and miscellaneous capital expansion
needs. The City of Concord reimburses Central San for its share of expenses related to projects
impacting the services the City of Concord has contracted with Central San to provide, proportional
to flow. Property tax (property taxes) and a portion of SSC revenues, which comprise a significant
portion of annual capital project revenues, are collected by the Contra Costa County Tax Collector's
Office and remitted to Central San in three installments in December, April, and June of each year.
In addition, Capacity Fees received from permits are allocated to this capital fund. To meet the cash
flow needs of the Capital Projects program, Central San reserves 50% of the annual cash-funded
portion of the Capital Projects budget at the start of each fiscal year. In FY 2024-25, the Capital
Projects budget will be funded through current year rate collections (cash funded) and State of
California Revolving Fund (SRF) loan proceeds for Phase 1a of the Solids Handling Facilities
Improvements Project. The Capital Projects section of this document provides a table showing the
various sources of revenue funding for each type of capital project.

Self-Insurance Fund (SIF) — This fund is used to track self-insurance reserves and related
investment earnings as well as costs of insurance premiums and claims not covered by Central
San’s insurance policies. Central San has self-insured a portion of its liability and property risks
since July 1, 1986, when the Board approved the establishment of the SIF. As outlined in detail in
the Self-Insurance Program section, the SIF contains two “sub-funds” for budgeting and tracking
different types of self-insured losses. Sub-Fund A ($1.5 million targeted level) tracks general and
automobile liability losses, while Sub-Fund C ($7.5 million targeted level) tracks losses related to
emergencies or catastrophic events. Maintaining self-insured retentions and reserves helps to
reduce Central San’s insurance premium expense.

Debt Service Fund — This fund accounts for activity associated with the payment of Central San’s
long-term debt. Central San’s current debt includes Revenue Refunding bonds issued in September
2018 to refund previously existing 2009 bonds, and Certificates of Participation issued in 2021 to
finance a portion of capital program expenditures for FY 2020-21 and FY 2021-22 and help facilitate
the payoff of Central San’s outstanding pension unfunded actuarially accrued liability (UAAL).
Central San’s property tax revenue is the primary funding source for the Debt Service Fund.
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Other Funds and Accounts

Other tracking mechanisms to segregate funds restricted for specific purposes include:

Pension Prefunding Trust Fund — This Section 115 secondary pension trust was established
by the Board in 2017. Deposits into or withdrawals from the trust require Board approval.
The trust does not have a specified target size. The trust holds assets that would be
available for use to meet pension obligations to the Contra Costa County Employees’
Retirement Association (CCCERA). For financial reporting purposes, this budgetary “other
fund” is consolidated into Central San’s single entity enterprise fund pursuant to generally
accepted accounting principles (GAAP). However, for budgetary purposes, the Pension
Prefunding Trust Fund is tracked separately due to its significance for long-term financial
planning and debt management. This fund was largely liquidated in June 2021, with nearly
$12.8 million being used to help finance the payoff of the outstanding balance of Central
San’s pension UAAL totaling approximately $70.8 million.

Other Post-Employment Benefits (OPEB) Trust Fund — This irrevocable trust was
established by the Board in 2009. Deposits into the trust require Board approval. The Board
adopted an OPEB Funding Policy (BP 042) in September 2020 establishing a target to
achieve full funding (100% funded level) by meeting the actuarially determined
contributions (ADC) contribution requirements specified by an independent actuary
(currently Foster & Foster). As of July 1, 2024, the OPEB UAAL had a remaining closed
amortization period for 11 years, scheduled to be fully paid off in FY 2034-35. The trust
holds assets that are specified for meeting employee-related post-employment benefits,
primarily retiree healthcare coverage. For financial reporting purposes pursuant to GASB 84,
commencing with FY 2021-22, this budgetary “other fund” is no longer reported in Central
San’s annual comprehensive financial report as a fiduciary fund. However, for budgetary
purposes, the OPEB Trust Fund will continue to be tracked separately due to its significance
for long-term financial planning and debt management.

Rate Stabilization Fund Reserve Account — This restricted-use account was authorized by
the 2018 Revenue Bonds and established by the Board in 2019. Deposits into the Rate
Stabilization Fund Reserve Account would reduce the revenues specified for calculating the
debt service coverage ratio metric, while withdrawals would increase revenues for
calculating that metric. Rate Stabilization Fund Reserve Accounts were created in both the
O&M Sub-Fund and the Sewer Construction Sub-Fund and use of proceeds held in the
accounts requires specific Board action. The accounts do not have policy specified target
sizes, but an assessment of the adequacy of funds, and a recommendation to increase the
balance with a contribution of $3.2 million in FY 2022-23 favorable budgetary variance was
approved by the Board in the financial workshop in April 2024.
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Financial Planning Policies

The significant policies that play a role in managing Central San’s finances are summarized below:
Fiscal Reserves Policy

There is a strong emphasis placed on maintaining adequate reserves and having a reserve policy
ensures long-term financial stability. In 2015, the Board adopted Board Policy (BP) 017 — Fiscal
Reserves, which set targets for each of Central San’s reserve funds. This policy was reviewed and
updated by the Board during FY 2021-22 to increase the Self-Insurance Catastrophic Loss/Emergency
Reserves level from $5.0 million to $7.5 million. Fiscal reserves provide working capital for O&M
activities; funding for long-term capital improvement requirements; fulfillment of legal, regulatory,
and contractual obligations; mitigation of risk and liability exposures; and cash flow emergencies.
Table 14 shows projected reserve balances for June 30, 2024, and June 30, 2025.

e O&M Fund — Working capital reserves, the Board has set a target of five months (5/12 or
approximately 41.7%) of gross operating expenses at the start of each fiscal year.

e Sewer Construction Fund (Capital Improvement) — Working capital reserves, the Board has set a
target of 50% of the annual Capital Projects budget at the start of each fiscal year, excluding capital
projects that are to be financed with debt.

e SIF Reserves — The Board has set a target of three times the annual retention ($500,000), for a total
of $1.5 million for its auto and general liability risk program. In addition, as noted previously, to
help mitigate the financial impacts and maintain uninterrupted service in the event of an
emergency or catastrophic event, Central San maintains an additional Emergency Fund Reserve
balance of $7.5 million.

e Debt Service Reserve (Bond Reserve) — The previously outstanding 2009 Certificates of
Participation (COP, a type of borrowing) required the establishment and maintenance of a debt
service reserve fund defined in the loan documents. With the refinancing of that debt with 2018
revenue bonds, the Debt Service Reserve Fund was eliminated in September 2018. No debt service
reserve fund is now outstanding.

Other Significant Financial Accounts

e Rate Stabilization Fund Reserve Account — The 2018 Revenue Bond documents provided that
Central San could establish and fund a discretionary rate stability fund reserve account. During
FY 2019-20, the Board established a Rate Stabilization Fund Reserve account and made an initial
contribution of $2.61 million from available monies remaining from the financial close of
FY 2018-19. Thereafter the Board directed contributions of $2.15 million, $2.7 million, and $3.2
million of favorable budgetary variance from FY 2019-20, FY 2020-21, and FY 2022-23 respectively.
As of June 30, 2024, the fund is projected to have a balance of $10.66 million. Rate Stabilization
Fund Reserve accounts were created within the O&M Sub-Fund and the Sewer Construction Sub-
Fund.

e Pension Prefunding Trust and OPEB Trust fund provisions are also described in the Financial
Reserves Policy. Investment Guideline documents also specify investment parameters to be
followed by the external investment manager.
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Basis for Budgeting

The basis for budgeting refers to the method of recognition of revenue and expenses in budgetary
reporting, which differs from the basis of accounting used in financial reporting. Central San’s annual
comprehensive financial report (ACFR) employs proprietary fund accounting, reporting actual expenses
and revenues on a “full accrual” basis of accounting. In contrast, Central San’s budgets are prepared on
a “modified cash flow” basis which projects the cash inflow and outflow over the course of a fiscal year
(July 1 through June 30), excluding physical and intangible assets such as depreciation expense. Also,
while the annual budget emphasizes sub-fund budgetary projections and results, the ACFR emphasizes
actual financial results reported in a consolidated enterprise fund format.

Central San’s accounts and transactions are tracked on a full accrual basis for year-end financial
reporting, which is the basis of accounting under GAAP. Under this method, all assets and liabilities
associated with operations are included on the balance sheet and revenues are recorded when
earnings and expenses are recorded at the time the commitments are incurred.

Depreciation and amortization are handled differently in budgetary reporting versus financial
reporting. In budgetary reporting, depreciation and amortization are excluded, and capital outlays as
well as the repayment of debt used to finance capital assets are included and reported as expenses. In
financial reporting such as the annual comprehensive financial report, depreciation and amortization
are included, and capital outlays as well as the repayment of debt used to finance said capital assets
are excluded for income statement reporting purposes.

Pension and OPEB are also handled differently in budgetary reporting versus financial reporting. In
budgetary reporting, pension and OPEB expense adjustments as determined by actuarial reports are
excluded, and employer contributions to the underlying irrevocable plan trusts are included and
reported as expenses. In financial reporting such as the annual comprehensive financial report,
pension and OPEB expense adjustments are included, and employer contributions to the underlying
irrevocable plan trusts are excluded for income statement reporting purposes. The following table
illustrates the differences between the budget and accounting basis as reflected on the income
statement as described previously:

BUDGETARY ACCOUNTING
Modified Cash Flow Basis Accrual Basis
Revenues Recognized when earned and both Recognized when earned and
measurable and available. measurable
Expenses Recognized when liability has been Recognized when liability has been
incurred, with some exceptions incurred
Depreciation and amortization Excluded Included
Capital outlays Included Excluded
Pension / OPEB expense Excluded Included (GASB 68 and 75)
Pension / OPEB plan contributions Included Excluded
Debt issuance premiums/discounts Excluded Included
and interest expense accruals
Debt service principal payments Included Excluded
Debt proceeds Included Excluded
Lease and SBITA expense Excluded Included (GASB 87 and 96)
Lease and SBITA payments Included Excluded
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Through this budget and its adoption by the Board, funds are appropriated to each of the sub-funds.
Each of the sub-funds presents a budget in the form of revenues, expenses, and an overall contribution
to or draw from reserves.

Central San presents a “balanced budget” each year, defined as a budget in which:

Budgeted revenues and planned draws from the applicable reserve meet or exceed
budgeted expenditures, and where any planned draws from the reserve will leave the
reserve at or above the policy targeted level.

Budget Amendments

In November 2023, the Board adopted amendments to the O&M and Self-Insurance budgets to
address higher than anticipated costs related to a litigated matter. To address this matter, the
Board authorized a transfer of $500,000 of O&M prior year budgetary variance to the Self-
Insurance fund. In conjunction with this change to the O&M budget, a budget amendment in the
Self-Insurance fund was authorized, increasing the expenditure by $425,000. The following table
provides a comparison of FY 2023-24 adopted versus amended budgets:

Table 1a - FY 2023-24 Adopted Versus Amended Budget
FY 2023-24 Budget

Fund Adopted Amended S Change % Change
Operations and Maintenance (O&M) $90,946,671 $91,446,671 $500,000 0.5%
Sewer Construction 71,202,000 71,202,000 - -
Debt Service 9,160,142 9,160,142 - -
Self-Insurance 2,160,000 2,585,000 425,000 19.6%
Total Budget $173,468,813 $174,393,813 $925,000 0.5%

The FY 2023-24 budget figures presented in this budget book reflect the amended budget, as shown
previously.

Regulatory Accounting

In April 2021, the Board adopted BP 046 — Regulatory Accounting, which, in accordance with GASB 62,
allows for the treatment of specified expenditures as either operating or capitalizable expenditures.
The policy addresses the situation where certain expenditures connected with programs that will
provide benefits to Central San customers over a multi-year period may be amortized or recovered
through rates over a multi-year period, rather than as O&M expenditures recognized in a single period.

The policy provides for transparency in requiring that items to be so treated are disclosed to the Board,

with an assessment of the rate impact. The table below shows the status of past or current year
budget expenditures that were approved or are proposed for regulatory accounting treatment.
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1. Extraordinary waste FY 2021-22 This item was withdrawn. The revised Solids Handling Facility
hauling costs during the Improvements Project does not anticipate the need for temporary solids
construction of the hauling related to a furnace shutdown. Accordingly, no extraordinary
Solids Handling Facility hauling costs are anticipated, and regulatory accounting treatment is no
Improvements Project longer relevant.

(District Project (DP)
7348)

2. Development of a five- FY 2021-22 Recovered through O&M costs in Expenditures of $1,137,700 were
year Process and the years incurred, FY 2021-22 and budgeted in the capital budget for
Technology FY 2022-23. DP 8240. The PTO Strategic Plan
Optimization (PTO) project commenced in March 2022.
Strategic Plan (DP 8240, The project will be funded in FY
part of IT Development) 2021-22 and subsequent years’ rate

revenues.

3. Enhanced security FY 2021-22 Recovered through O&M costs in Expenditures of $100,000 per year
staffing while significant the years incurred, FY 2021-22 growing at 3% annually over the
Capital Projects are through FY 2025-2026. next five FYs are budgeted in the
underway (DP 7348 and capital budget for DP 7354 —
others) Treatment Plant Security

Improvements. These costs were
included in the CIP for years

FY 2021-22 through

FY 2025-2026.

Rate impact will depend on the
ultimate funding source for this
project during FY 2021-22.
Currently, the budget anticipates
use of SSC or property taxes
collected in FY 2021-22. However,
staff is also pursuing a bond
issuance that would replace SSC
funding for FY 2021-22 capital
projects with debt. If debt is used,
debt service amortization over an
approximately 7 to 9-year period is
anticipated.

4. ERP post-go live support | FY 2023-24 Support of the Oracle ERP system For FY 2023-24, anticipated Emtec

costs

has been provided by Emtec (the
system integrator who installed the
system) since go-live in 2020-

21. Emtec has been involved in work
that constitutes “maintenance” as
well as building new functionality. In
FY 2021-22 and FY 2022-23, all
Emtec support costs were charged
to the O&M budget. Standard
accounting would allow for
apportionment between O&M and
capital costs for maintenance and
new functionality.

support costs will be apportioned
between the O&M budget and the
capital budget. An estimate for work
related to maintenance will be
budgeted in O&M and is to be
approximated by the

“ongoing” /fixed Emtec support
amount of approximately $144,000
per year (extending for five

years). An allowance for billings
above that amount anticipated at
$96,000 per year is included in the
capital budget (project 8240) to
represent work related to new
functionality.

44




Attachment 1

environmental permits
and licenses

licenses to discharge treated
wastewater (NPDES) and air permits
(BAAQMD) for incinerator

exhaust. Historically the costs to
prepare for and obtain these
licenses has been charged to O&M
in the year the work was conducted
rather than capitalized and
amortized over the license period.

5. Licensing costs for FY 2023-24 Central San’s IT group has budgeted | Costs related to perpetual license
software for most software as an O&M cost, acquisition in the amount of
regardless of licensing terms $396,000 will be funded from the
(perpetual or for a fixed period) in capital budget for FY 2023-24 in
the year of acquisition. project 8240. This does not
represent a departure of accounting
standard practice under generally
accepted accounting principles, but
this changed approach is being
highlighted here.
6. Costs for extension of FY 2023-24 Central San is required to obtain For FY 2023-24, costs related to

long-term environmental discharge
licenses will be capitalized and
amortized over time. These
amounts are to be funded in the
capital budget from various
projects, including the Outfall
Monitoring Improvements (100018),
Pumping Station Upgrades - Phase2
(8457), Solids Handling Facility
Improvements -Phase 1a (7348) and
others. The amount of such costs
funded from the capital budget is
$150,000.

Two of the three expenditures proposed as part of the FY 2021-22 budget proceeded with regulatory
accounting treatment. No additional regulatory accounting expenditures were proposed in the

FY 2022-23 budget. The FY 2023-24 budgeted items as shown in the table above were also adopted for
regulatory accounting treatment.

The FY 2024-25 budget includes two additional items as shown in the table below which are proposed

for regulatory accounting treatment.

Expenditure

Budget Year Initially

Absent BP 046

Budgetary Treatment

Budgetary Treatment
with BP 046

Project Managers for
Technology Roadmap
Initiatives

Proposed

FY 2024-25

Project Management costs for
initiatives during planning
phase while alternatives are
being identified would be
treated as O&M expenditures.

The entire cost of project
managers leading the
Technology Roadmap projects
will be funded from the Capital
Budget, under IT Development
(Project 100063). An estimated
$900,000 of project
management expenses for five
information technology
roadmap projects (including
Business Intelligence,
Enterprise Asset Management,
Supervisory Control and Data
Acquisition (SCADA), and two
others) would therefore be
funded from Capital rather
than the O&M budget.
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Capital program-level planning
and legal costs

FY 2024-25

Generally, capitalization is
limited to costs incurred after
1. the specific objective of a
project has been determined,
2. The nature of the service
capacity to be provided has
been determined, 3. The
feasibility of successfully
completing the project has
been demonstrated, and 4. The
government has demonstrated
that it intends, is able to, and is
making an effort to develop
and complete the

project. Accordingly, costs
associated with general non-
projects specific planning, legal
services, and research and
development (R&D) are
expensed as incurred.

Certain planning and legal
efforts benefit entire capital
programs (e.g., collection
system and/or treatment
plant) where it is difficult, if
not impossible, to isolate the
benefit to specific projects
individually. Accordingly,
treatment plant capital
program planning, collection
system capital program
planning, and sewer
construction legal support
efforts shall be capitalized in
project numbers 100058,
100059, and 100064,
respectively. As shown in the
10-year CIP by project
schedule, annual capitalized
costs for the treatment plant
planning, collection system
planning, and capital legal
services projects are expected
to be $250,000, $200,000, and
$75,000 respectively.

Debt Management and Continuing Disclosure Policy

In August 2017, the Board adopted BP 029 — Debt Management and Continuing Disclosure, which sets
the parameters for the responsible, prudent, and limited use of debt to finance Central San’s capital
improvement program. Central San has primarily applied a pay-as-you-go philosophy while capital
expenditures were stable from year to year but has occasionally (including in 1994 and 2009) used
debt financing for large capital improvements brought about by regulatory changes or other
unforeseen factors. The Debt Management Policy provides for the conservative use of debt, with the
goal that over a ten-year period the amount of funding needed for ongoing pipeline replacement is to
generally be collected through SSC rates, capacity fees, and/or property taxes, while debt may be used
to cover the level of funding needed for the remaining portion of the capital program.

Currently, Central San is repaying 2018 Revenue Bonds and 2021 Certificates of Participation. As of
June 30, 2023, total outstanding debt associated with infrastructure improvements was $44.9 million,
to be reduced to $37.8 million by June 30, 2024, through regularly scheduled debt service principal
payments. As noted in the “Debt” section of this document, borrowings under the SRF loan began in FY
2022-23 for Phase 1 of the Solids Handling Facilities Improvements Project debt service for this loan
will commence when the project is finalized, and accordingly, amortization of this loan is expected in
FY 2028-29. No repayments will be due in FY 2024-25.

Debt restrictions currently include the following:

e Revenue Pledge and Covenant — Central San pledges property tax revenue, along with its net
revenues consisting of gross revenues less the cost of operating the wastewater system.

e Debt Service Coverage Ratios of at least 1.0x (gross revenues including capacity fees and after
payment of O&M, plus tax revenues/total debt service) and 1.25x (gross revenues excluding
capacity fees and after payment of O&M plus tax revenues/total debt service) are adhered to.
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Central San’s Debt Service Coverage Ratio is strong, attributable to minimal current debt service
obligations following a mostly pay-as-you-go capital financing philosophy. This favorable coverage ratio
is a factor in Central San’s very strong AAA and Aal credit ratings issued by Standard & Poor’s and
Moody’s, respectively.

Investment Policy

Central San’s investment policy, BP No. 005 — Statement of Investment Policy, last revised in October
2023, is based on state law and prudent money management principles. All investments are in
accordance with this policy and Sections 53646 and 53601 of the California Government Code. Through
a formal agreement, Central San is currently a voluntary pooled participant with the Contra Costa
County Treasury, allowing them to act as Central San’s Treasurer. The County invests all Central San’s
funds. Securities, excluding LAIF investments, are held in a custodial account separate from the County.
As part of an initiative to implement an in-house treasury structure, Central San anticipates
transitioning out of the County Treasury pool in September 2024. Consistent with prior Board
direction, it is anticipated that the Deputy General Manager of Administration will serve as Central
San’s Treasurer and that an investment advisor/management firm will be selected to assist with
managing Central San’s investment portfolio on a non-discretionary basis. Central San also anticipates
implementing an independent third-party custodial safekeeping arrangement, consistent with best
practice advisory publications issued by the GFOA.

The investment policy applies to all Central San funds and investment activities, apart from the OPEB
and Pension Prefunding Trusts, which are governed by separate specific investment guidelines also
approved by the Board of Directors. The investment policy is reviewed by the Board annually, and its
priorities, in order of importance, are safety, liquidity, and yield. The policy addresses issues such as
permitted investments, banks and dealers, maturities, diversification, risk, delegation of authority,
prudence, controls, reporting, and performance evaluation.

The OPEB Trust and Pension Prefunding Trust Investment Guidelines are also presented to the Board
annually. The investments of these trusts are longer-term investments, with the OPEB Trust adopting a
“moderate” investment strategy, and the Pension Prefunding Trust adopting a “moderately
conservative” investment strategy. With respect to both trusts, U.S. Bank is the Trustee, PFM Asset
Management (previously “HighMark Capital”) is the Investment Manager, and Public Agency
Retirement Services (PARS) is the Trust Administrator and Consultant. As of February 2024, the OPEB
Trust had a balance of $87.2 million, an increase from $81.3 million on June 30, 2023.

The IRS Section 115 Pension Prefunding Trust was adopted during FY 2017-18 and was initially funded
with $3.4 million. With the adoption of this trust, Central San had the option of making payments to
the Pension Prefunding Trust rather than direct any extra payment(s) to CCCERA, giving Central San
greater retirement payment flexibility in the future, while still reducing overall pension liability. As an
example of this flexibility, Central San could elect to draw down the Pension Prefunding Trust to meet
its payment obligations to CCCERA to smooth payment obligations and mitigate rate volatility. Since its
inception, additional payments to the Section 115 Pension Prefunding Trust were made through
budgeted contributions, or supplemental contributions following the publication of unexpected
favorable year-end budget variances. These supplemental contributions in addition to initial seed
monies resulted in the Pension Trust growing to a balance of approximately $12.8T million as of
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May 31, 2021. In June 2021, the bulk of the Pension Prefunding Trust balance was liquidated to assist
in the full pay-down of the outstanding pension UAAL liability reported by CCCERA. A residual balance
of less than $0.1 million remained until FY 2023-24, when the Board directed an additional $1.0 million
to the trust.

Current Financial Plan

Central San has a ten-year financial plan that projects anticipated spending, debt issuances, customer
data, tax collections, and resulting rate increases. Factors considered in the long-range forecast include
the impact of state legislation and mandates, regulatory compliance, GASB requirements, negotiated
or forecasted salary increases and employee benefit changes (including anticipated changes in
healthcare and retirement costs), energy costs, development in the service area, and infrastructure
renewal and replacement needs.

The financial plan undergoes substantial development and review by staff, and various scenarios are
typically presented to the Board during financial planning and rate-setting workshops. The financial
plan covers a period of 20 years, although the assumptions for projecting rates for the first 10 years are
the primary focus. See further assumptions about the long-term financial plan at the end of the
Financial Summary, pages 88-91.

The current financial plan reflects the proposed Ten-Year Capital Improvement Plan (CIP) spending
levels identified in the Comprehensive Wastewater Master Plan, as updated during periodic reviews of
the spending plan. The most recent review was presented at the April 4, 2024 Board Financial Planning
Workshop. The financial plan for FY 2024-25 adopted in January 2023 and served as the basis for

FY 2023-24 and FY 2024-25 rates, and it estimated FY 2024-25 O&M spending at $96.2 million and
capital spending at approximately $109.3 million. The financial plan was based on the following
assumptions:
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Operations and Maintenance

e O&M costs projected based on the FY 2023-24 budget, updated for anticipated inflation and
other cost-growth factors, including labor costs per assumptions in the Memoranda of
Understanding (MOUs) with the bargaining units and agreements with unrepresented employees.

e Funding for the initiatives addressed in the two-year Strategic Plan. Accordingly, Central San’s
various planning documents are integrated and consistent.

e Other key assumptions were summarized in the April 4, 2024 Board Financial Planning Workshop
presentation available on the Central San website.

The updated financial plan reflecting the FY 2024-25 assumptions for the O&M budget that was still
pending completion and not available at the time of the April 4 Board Financial Planning Workshop is
provided in the Financial Summary section of this budget book, illustrated in Table 15. The updated
O&M budget assumption for FY 2024-25 was $96 million, consistent with this budget document. The
approved FY 2024-25 budget will be used as a baseline for future years’ planning.

Capital

The Ten-Year CIP was rolled forward one year, increasing from $980.2 million to $1,003.1 million over
this updated ten-year timeframe. The revised plan is stated in current (2024) dollars and attempts to
address capital improvement needs stemming from major drivers including: (1) increasing capacity
demands driven by new development, (2) existing as well as new regulatory requirements, (3)
replacement of aging infrastructure, and (4) ongoing sustainability.

An updated ten-year plan was presented to the Board at a public meeting on April 4, 2024, and
reflects a detailed assessment of Central San’s latest needs, expected project timing, and a careful
balance between revenues, reserves, and debt to limit volatility and ensure stability of customer
rates. The Capital Improvement program section of this budget book provides details about the
FY 2024-25 capital budget and the Ten-Year CIP.
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Financial Summary

The FY 2024-25 budget provides the resources necessary to advance the Strategic Plan and meet the
challenges Central San faces as it continues to provide high quality services while replacing aging
infrastructure, optimizing capacity, and complying with regulatory requirements. The FY 2024-25
budget also complies with the Financial Policies discussed in the previous section.

Central San’s total budget for FY 2024-25 is $187.9 million, excluding net contributions to reserves,
representing an increase of $13.5 million (7.8%), compared to the prior year’s budget of $174.4 million.
Changes by individual spending category are summarized as follows:

e The O&M fund budget is $96.0 million, an increase of $4.5 million (5.0%) over the prior year’s
budget of $91.5 million. Table 8a provides a summary of drivers for this change. Budgeted
expenditures for this fund include those necessary to provide collection, treatment, household
hazardous waste disposal, and recycled water services to the service territory, as well as
engineering and administrative services necessary to support these functions.

e The Sewer Construction fund budget is $80.7 million (inclusive of a $5 million contingency), an
increase of $9.5 million (13.4%) from the prior year budget of $71.2 million. Budgeted
expenditures for this fund include capital outlays for the treatment plant, collection system,
recycled water, and general improvements capital programs of the multi-year Capital
Improvement Program.

e The Debt Service fund budget is $8.8 million, a decrease of $0.3 million (-3.8%) from the prior
year’s budget. Budgeted expenditures for this fund include debt service associated with the 2018
Revenue Refunding Bonds as well as the 2021 Certificates of Participation.

e The Self-Insurance Fund (SIF) budget is $2.4 million, a modest decrease of $0.2 million (-6.4%)
from the prior year’s budget. Budgeted expenditures for this fund include the costs of premiums
and estimated losses based on historical actual experiences.

Table 1b - FY 2024-25 Total Budget

Expenditures Trend

FY 2022-23 FY 2022-23 FY 2023-24 FY 2024-25 Budget to Budget Budget to
Budget Actual Budget* Budget Variance ($) Budget
Variance
(%)
Operations and

Maintenance (O&M) $85,019,046 $81,395,191 $91,446,671 $95,987,159 $4,540,488 5.0%
Sewer Construction 90,976,000 59,097,479 71,202,000 80,712,000 9,510,000 13.4%
Debt Service 13,251,922 10,554,972 9,160,142 8,815,875 (344,267) -3.8%
Self-Insurance 2,170,000 1,961,374 2,585,000 2,420,500 (164,500) -6.4%
Total Appropriations 191,416,968 153,009,016 174,393,813 187,935,534 13,541,721 7.8%
Contribution to Reserves 22,119,932 47,237,763 20,132,487 43,178,464 23,045,977 114.5%
Total Funding Uses $213,536,900 $200,246,780 $194,526,300 $231,113,998 $36,587,699 18.8%

*As amended by the Board in November 2023.
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Sources of Funds

The sources of funds (revenues) for FY 2024-25 are shown in Figure 1. A comparison of the major
revenue sources for FY 2024-25 and two prior years is shown in Figure 2.

Figure 1 - Total Funding Sources - FY 2024-25 Proposed Budget
FY 2024-25 Total Budgeted Funding Sources of $231,113,998

Figure 2 - Total Funding Sources - Three-Year Budget Comparison

FY 2022-23 FY 2023-24 FY 2024-25
$213,536,900 $194,526,300 $231,113,998
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The SSC is the largest source of revenue for FY 2024-25 at $121.3 million, followed by City of Concord
cost-sharing revenue at $29.6 million, ad valorem property taxes at $24.7 million, Investment Income
at $5.9 million, and Capacity Fees at $5.0 million. All other sources of revenue, excluding draws on
reserves and debt proceeds, are $5.6 million. Non-revenue sources of funds for FY 2024-25 include
expected borrowing of $39.0 million, described elsewhere in this section.

A brief description of Central San’s revenue sources and how they are forecasted follows:

Sewer Service Charge (SSC) — Each residential and non-residential customer in Central San’s service
territory pays an SSC. It is assessed annually on customers’ property tax bills, or, for those
customers who do not receive a property tax bill, billed directly by Central San, to pay for the
collection and treatment of wastewater. The basis for the charge is the strength and volume of the
wastewater discharged, and customers are assigned to various classes for billing purposes. SSC
rates vary by customer class and have been developed to ensure that each class pays its
proportionate share of operating, maintaining, repairing, and upgrading the sewer collection and
treatment system. Periodic cost-of-service studies review and adjust the allocation of costs to
individual customer classes based on their burden to the sewer system. For residential customers,
separate rates are charged to single family, multi-family residences, and accessory dwelling units
(ADUs). Non-residential customers are typically billed based on their water consumption and
business type. For budgetary purposes, the forecast for the SSC is based on prior year revenue,
estimated growth derived from anticipated residential construction, anticipated changes to the SSC
rate schedule, and predicted changes in non-residential water consumption.

City of Concord — Central San receives revenues from the City of Concord which are calculated and
billed in accordance with the terms of a contractual agreement for the treatment of wastewater
from both the City of Concord and the City of Clayton. The cities are responsible for paying their
flow-proportional share of the operating and maintenance costs for Central San’s treatment plant.
The amount of revenue is forecast annually for budgeting purposes by multiplying the City of
Concord’s estimated flow percentage by the budgeted treatment plant and other associated costs.
Under the current arrangement, the City of Concord reimburses Central San once a year on a fiscal
year basis. Following the close of the fiscal year, the Finance Division submits an invoice to the City
of Concord which is generally paid by August/September.

Property Tax Revenue — Central San receives a share of the ad valorem property taxes collected by
Contra Costa County on properties within the District boundary. These taxes are prioritized to pay
debt service requirements, and the remaining funds are allocated to the Capital Improvement
Program. This revenue is forecast by reviewing historic property tax revenue and adjusted for
anticipated changes in assessed property values and anticipated development in Central San’s
service territory. The FY 2024-25 budget assumes property tax growth of 3.5% over the prior year’s
projected actual revenue.

Capacity Fees — Capacity Fees are collected from new construction and expansion of non-
residential facilities which result in an added wastewater burden. The fee is calculated using the
equity buy-in methodology. Residential parcels are charged a flat per-unit fee, and non-residential
parcels are typically charged based on the business type and building square footage, which
represents their anticipated wastewater burden. The budgeted amount is estimated by the
Planning & Development Services Division based on trend analysis and anticipated construction
activity for the upcoming year.
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Household Hazardous Waste (HHW) Reimbursement — Central San provides a facility where
residents and businesses within the service area may dispose of specified hazardous wastes.
Additionally, residents from specified cities (Concord, Clayton, San Ramon, and parts of Martinez
served by the Mt. View Sanitary District) also have the right to use the facility, and these cities pay
a contractually agreed amount for this service. The amounts due are invoiced by the Finance
Division in August for the prior fiscal year. The budgeted amounts are based on projected total
costs of the facility, to be shared pro rata by all users within the service area.

Recycled Water — This represents revenue from the sale of recycled water to customers in

Central San’s service area using recycled water meters. The amounts due are invoiced by the
Finance Division bi-monthly based on monthly meter readings. The Planning & Development
Services Division forecasts the revenue from recycled water based on projected changes in recycled
water consumption. Other internal use of recycled water is not included in reported revenues, but
a calculated ascribed value of this water based on production costs is shown in the Operating
Departments section of this document under the Recycled Water Program discussion.

All Other Revenue Sources — This includes the following:

e Permit and Inspection Fees — These are fees for sewer permits, plan review, inspections, and
related activities, including environmental compliance fees. The amounts are forecast based on
historical collections and anticipated construction activity for the upcoming year.

e Lease Rental Income — This represents rental income from buffer properties (buildings and
undeveloped land) owned by Central San and rented to third parties through multi-year
agreements. Leases are reviewed by the Finance and Right-of-Way Divisions to identify any
changes to multi-year lease rates. Budgeted lease revenue is based on the terms of those
leases.

e Stormwater/Pollution Prevention — These are fees collected from Contra Costa County and
certain cities for performing stormwater inspections as required by Contra Costa County’s
National Pollutant Discharge Elimination System (NPDES) permit. These services are provided
by Central San’s Environmental Compliance group under contract with the Contra Costa Clean
Water Program. Amounts are invoiced by the Finance Division based on the number of
inspections completed. The budgeted amount is based on a targeted number of inspections to
be performed during the fiscal year.

¢ Investment Income — This is based on cashflow projections paired with estimated investment
portfolio yields anticipated over the course of the fiscal year. Commencing in March 2022, the
Fed has taken action to increase the targeted interest rate several times to curb inflation,
bringing the rate from near zero to a peak of 5.25-5.50% in July 2023, which has remained in
place to the time of this budget’s development. As Central San’s investment portfolio is
comprised almost exclusively of governmental fixed income instruments, it is expected to be
impacted by Fed rate actions significantly. The budget anticipates a slight reduction in the Fed
rate by approximately 1.0% by the close of calendar year 2024. Also reducing investment
income slightly, the Sewer Construction fund is anticipated to draw down on reserves in FY
2024-25, making progress on the significant capital expenditure carryforward that has been
accumulating over the past three fiscal years.

e Developer Fees — These are charges for plan review and inspection of mainline extension
projects by developers and other property owners. The amounts are collected by the Permit
Counter and are budgeted based on estimates by the Planning & Development Services Division
based on trend analysis and anticipated construction activity for the upcoming fiscal year.
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e Other —This includes annexation fees, other service charges, and miscellaneous fee revenue.
Amounts are collected by various departments depending on the source of revenue.

e Use of Reserves — Use of, or contribution to, reserves is calculated separately by sub-fund. A
contribution to reserves results from budget year revenues exceeding budget year expenditures. A
draw from reserves results if the reverse is true. Table 14 shows the reserve status by sub-fund and
overall status of the Central San Enterprise Fund.

e Loan Proceeds — Use of anticipated borrowing proceeds of $39.0 million to fund the Capital
Improvement Budget for FY 2024-25 is shown in Table 13.

Tables 2a, 2b, 2¢c, and 2d show the overall funding sources of Central San and how those funding
sources are applied to each sub-fund for the proposed FY 2024-25 budget, the FY 2023-24 budget,
projected actuals for FY 2023-24 and actual FY 2022-23 results.

Table 2a - Allocation of Funds - FY 2024-25 Budget

Funding Sources Self-

FY 2024-25 Budgeted o&M Capital Insurance Debt Service Total Funds
Primary Revenue Sources:
Sewer Service Charge $73,532,729 | $45,918,306 $1,858,965 - $121,310,000
City of Concord 18,800,000 10,760,000 - - 29,560,000
Property Tax Revenue - 15,896,000 - 8,815,875 24,711,875
Capacity Fees* - 5,000,000 - - 5,000,000
HHW Reimbursement 1,094,000 - - - 1,094,000
Recycled Water 530,000 - - - 530,000
Total Primary Revenue Sources 93,956,729 77,574,306 1,858,965 8,815,875 182,205,875
Other Revenue Sources Including:

Permit & Inspection Fees 1,828,000 - - - 1,828,000
Lease Rental Income 880,000 - - - 880,000
Stormwater/Pollution Prevention 496,000 - - - 496,000
Investment Income 653,000 4,785,000 449,123 - 5,887,123
Developer Fees - 426,000 - - 426,000
Other 365,000 1,000 25,000 - 391,000
Total Other Revenue Sources 4,222,000 5,212,000 474,123 - 9,908,123

Subtotal Funding Sources

prior to Debt Proceeds 98,178,729 82,786,306 2,333,088 8,815,875 192,113,998
Debt Proceeds (SRF Loan) - 39,000,000 - - 39,000,000

Subtotal Funding Sources

prior to Draws of Reserves 98,178,729 121,786,306 2,333,088 8,815,875 231,113,998
Use of / (Contribution to) Reserves (2,191,570) | (41,074,306) 87,412 - (43,178,464)
Total Funding Sources** $95,987,159 $80,712,000 $2,420,500 $8,815,875 $187,935,534

* The Regional Housing Needs Assessment (RHNA) mandated by State Housing Law for the land contained within the Central San District
Boundary would require an average of 3,500-4,000 new homes per year for the next eight years. This will likely result in additional
capacity fee revenue. However, the timing and the mix of housing units (such as single family, multi-family, and ADUs) is difficult to
predict as is the timing of the anticipated additional capacity fee revenue that may be received.
**Excluding total net contributions to reserves of $43.2 million, total funding sources budgeted for FY 2024-25 are $231.1 million, which
is the amount presented in Table 1b, and Figure 2.
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Fiuzr:)dzlg-gzlslo;l:;:t o&M Capital Insi?g;ce Debt Service Total Funds
Primary Revenue Sources:
Sewer Service Charge $66,051,443 $50,251,805 $1,676,752 - | $117,980,000
City of Concord 17,900,000 7,570,000 - - 25,470,000
Property Tax Revenue - 14,433,358 - 9,160,142 23,593,500
Capacity Fees - 4,175,000 - - 4,175,000
HHW Reimbursement 1,009,000 - - - 1,009,000
Recycled Water 515,000 - - - 515,000
Total Primary Revenue Sources 85,475,443 76,430,163 1,676,752 9,160,142 172,742,500
Other Revenue Sources Including:

Permit & Inspection Fees 1,827,500 - - - 1,827,500
Lease Rental Income 822,000 - - - 822,000
Stormwater/Pollution
Prevention 420,000 - - - 420,000
Investment Income 860,000 2,250,000 316,300 - 3,426,300
Developer Fees - 445,000 - - 445,000
Other 318,000 1,000 24,000 - 343,000
Total Other Revenue Sources 4,247,500 2,696,000 340,300 - 7,283,800

Subtotal Funding Sources

prior to Debt Proceeds 89,722,943 79,126,163 2,017,052 9,160,142 180,026,300
Debt Proceeds (SRF Loan) - 14,000,000 - - 14,000,000
Transfers-in (from O&M) - - 500,000 - 500,000

Subtotal Funding Sources

prior to Draws of Reserves 89,722,943 93,126,163 2,517,052 9,160,142 194,526,300
Use of / (Contribution to)
Reserves 1,723,728 (21,924,163) 67,948 - (20,132,487)
Total Funding Sources* $91,446,671 $71,202,000 $2,585,000 $9,160,142 $174,393,813

*Excluding net contributions to reserves of $20.1 million, total funding sources budgeted for FY 2023-24 were $194.5 million, which is the

amount presented in Table 1b, and Figure 2.
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Table 2c - Allocation of Funds - FY 2023-24 Projected
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FYFZ"g;(:_r"zg“S; :::i:e d o&M Capital Insi?‘lafl-‘nce Debt Service Total Funds
Primary Revenue Sources:
Sewer Service Charge $66,021,690 $50,232,305 $1,676,752 - $117,930,747
City of Concord 17,500,000 9,000,000 - - 26,500,000
Property Tax Revenue - 14,718,849 - 9,160,142 23,878,991
Capacity Fees - 5,159,362 - - 5,159,362
HHW Reimbursement 1,057,000 - - - 1,057,000
Recycled Water 515,000 - - - 515,000
Total Primary Revenue Sources 85,093,690 79,110,516 1,676,752 9,160,142 175,041,100
Other Revenue Sources Including:

Permit & Inspection Fees 1,888,000 - - - 1,888,000
Lease Rental Income 870,000 - - - 870,000
Stormwater/Pollution Prevention 482,000 - - - 482,000
Investment Income 860,000 5,500,000 381,590 - 6,741,590
Developer Fees - 326,000 - - 326,000
Other 396,000 559 24,000 - 420,559
Total Other Revenue Sources 4,496,000 | 5,826,559 405,590 - 10,728,149

Subtotal Funding Sources

prior to Debt Proceeds 89,589,690 84,937,075 2,082,342 9,160,142 185,769,249
Transfers-in (from O&M Fund) - - 500,000 - 500,000
Debt Proceeds (SRF Loan) - 23,000,000 - - 23,000,000

Subtotal Funding Sources

prior to Draws of Reserves 89,589,690 107,937,075 2,582,342 9,160,142 209,269,249
Use of / (Contribution to) Reserves (148,471) | (15,794,575) 7,384 - (15,935,662)
Total Funding Sources $89,441,219 $92,142,500 $2,589,726 $9,160,142 $193,333,587
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Table 2d - Allocation of Funds - FY 2022-23 Actual

Funding Sources

Self-
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EY 2022-23 Actual Oo&M Capital Insurance Debt Service Total Funds
Primary Revenue Sources:
Sewer Service Charge 548,447,114 | $67,227,158 $1,662,101 - $117,336,373
City of Concord 17,649,002 9,956,648 - - 27,605,650
Property Tax Revenue - 11,028,136 - 11,905,088 22,933,224
Capacity Fees - 7,129,145 - - 7,129,145
HHW Reimbursement 1,005,595 - - - 1,005,595
Recycled Water 475,452 - - - 475,452
Total Primary Revenue Sources 67,577,163 95,341,086 1,662,101 11,905,088 176,485,438
Other Revenue Sources Including:

Permit & Inspection Fees 1,706,192 - - - 1,706,192
Lease Rental Income 689,097 - - - 689,097
Stormwater/Pollution Prevention 423,247 - - - 423,247
Investment Income 958,187 2,940,938 224,642 - 4,123,767
Developer Fees - 372,482 - - 372,482
Other 711,837 122,136 23,878 - 857,851
Total Other Revenue Sources 4,488,559 3,435,556 248,520 - 8,172,635

Subtotal Funding Sources

prior to Debt Proceeds

&Transfers 72,065,722 98,776,643 1,910,621 11,905,088 184,658,074
Debt Proceeds (SRF Loan) - 15,588,706 - 15,588,706

Subtotal Funding Sources

prior to Draws of Reserves 72,065,722 114,365,349 1,910,621 11,905,088 200,246,780
Use of / (Contribution to) Reserves 9,329,469 | (55,267,869) 50,753 (1,350,116) (47,237,763)
Total Funding Sources $81,395,192 | $59,097,480 $1,961,374 | $10,554,972 $153,009,017
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Sewer Service Charge

Tables 3 and 4 show the SSC for FY 2024-25 compared to the prior four fiscal years’ rates for residential
and non-residential customers. Rates for FY 2019-20 to FY 2022-23 were approved by the Board after a
public hearing on April 18, 2019, through the adoption of a four-year rate ordinance. During that
timeframe, the Board held multiple financial workshops (November 4, 2019; March 12, 2020;
December 17, 2020; March 25, 2021; and March 24, 2022) to discuss Central San’s financial outlook,
assess the appropriateness of the rates in the 4-year schedule, and to receive Board direction on key
financial planning matters.

The Board held a financial workshop in January 2023 to consider a two-year rate proposal for

FY 2023-24 and FY 2024-25. Based on the results of an updated Cost of Service study, this proposal
incorporated an initial rate increase of only 1% for FY 2023-24 for Single Family Residences (SFR),
followed by a 4% rate increase in FY 2024-25 for SFRs. Other rate classes saw first year adjustments (up
or down) of differing amounts followed by a 4% increase in the second year. An Accessory Dwelling
Unit (ADU) rate of approximately half the SFR rate was also new for FY 2023-24. Following the
requirements of Proposition 218, property owners were notified of the two-year rate proposal and the
Board approved the rates following a public hearing on June 21, 2023. A table illustrating residential
and nonresidential rates for a five-year timeframe is shown below:

Table 3 - Approved Annual SSC-Residential

Customer Type FY 2020-21* FY 2021-22 FY 2022-23 FY 2023-24 FY 2024-25
$629 legal rate,
Single Family Residence (SFR) while $598 $S660 $690 S697 $725
collected

Other Residences -

Apartments, Condominiums, 2596 legal rate,

Duplexes, Second Living Units, while 5566 »625 5654 2622 >647
. collected
Mobile Homes
Accessory Dwelling Units 3 3 3 $339 $353
(ADU)
Effective Date 7/01/20 07/01/21 07/01/22 07/01/23 07/01/24

* On May 7, 2020, the Board voted to not collect the incremental rate increase for FY 2020-21, while leaving in place the entire rate
structure adopted by Ordinance No. 304, effectively creating a rate increase holiday for FY 2020-21.
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Table 4 - Approved Annual SSC-Non-Residential

Combined

User Group Description Strength FY 2020-21* FY 2021-22 FY 2022-23 FY 2023-24 FY 2024-25
Limits

Non-residential uses Up to
Low not listed below (no P $6.56 $6.87 $7.20 $7.63 $7.94
. 350 mg/|
food service)
Food service without
Medium-Low | 1/Pe 1 hood, shared 351 to $8.05 $8.43 $8.83 $9.32 $9.69
water meter with less 700 mg/|
than 50% food service
Shared water meter 701 to
Medium with 50% or greater $10.09 $10.57 $11.07 $10.99 $11.43
. 1,000 mg/|
food service
Food service with
Type 1 hood,
. . supermarkets, hotels 1,001 to
Med -High 11.26 11.79 12.35 12.04 12.52
edium-Hig and motels with food 1,300 mg/| > > > > >
service, shared water
meters with bakery
Mortuaries, bakeries,
restaurants with
rinders or emulsifiers Greater
High g . . ! than $14.92 $15.63 $16.37 $14.48 $15.06
breweries with Best 1,300 mg/|
Management Practices ! &
permits
Minimum $596.00 $625.00 $654.00 $622.00 $647
Annual Charge

* On May 7, 2020, the Board voted to not collect the incremental rate increase for Fiscal Year 2020-21, while leaving in place the entire
rate structure adopted by Ordinance No. 304, effectively creating a rate increase holiday for FY 2020-21.

Customer Type FY 2020-21* FY 2021-22 FY 2022-23 FY 2023-24 FY 2024-25

Schools

Schools — Daycare, Preschool,
University (per hundred cubic feet)

Schools — Elementary (per student) $7.82 $8.19 $8.58 $8.94 $9.30

Schools — Intermediate and High
School (per student)

$6.56 $6.87 $7.20 $7.63 $7.94

$15.45 $16.18 $16.95 $17.89 $18.61

Industrial Permit (including food processing)

Wastewater Flow (per hundred

. $5.08 $5.32 $5.57 $7.28 $7.57

cubic feet)

Biclogical Oxygen Demand (BOD) | ¢, 34, g9 $1,406.00 $1,473.00 $1,268.00 $1,338.00

(per 1,000 pounds)

Total Suspended Solids (TSS) (per $701.00 $734.00 $769.00 $644.00 $670.00

1,000 pounds)

Fixed $98.61 $103.29 $108.20 $248.00 $258.00
Special Discharge Permits and Determined Determined Determined Determined Determined
Contractual Agreements Individually Individually Individually Individually Individually

* On May 7, 2020, the Board voted to not collect the incremental rate increase for Fiscal Year 2020-21, while leaving in place the entire
rate structure adopted by Ordinance No. 304, effectively creating a rate increase holiday for FY 2020-21.
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Below is a diagram of the five customer classes showing the combined strength limits and the
representative businesses that are contained within each category:

Low Medium  Medium  Medium High
Low High

1,001 to 1,300

Up to 350 mg/I 351 to 700 mg/! 701 to 1,000 mg/I il

Over 1,300 mg/|

Table 5 indicates the total collected SSC and how such funds are allocated to the sub-funds. The
allocation of SSC to Capital decreases from 42.6% in FY 2023-24 to 37.9% in FY 2024-25. The

FY 2022-23 allocation of SSC to Capital was temporarily higher than typical due to the payoff of the
pension UAAL balance in June 2021 necessitating a higher-than-normal allocation of SSC to the O&M
fund in FY 2020-21 and FY 2021-22. Those higher than ordinary SSC split estimates led to higher than
required O&M working capital reserves as of June 30, 2022. Accordingly, the allocation of the SSC to
the O&M fund was reduced in FY 2022-23 to normalize O&M working capital reserve back to policy-
required levels. Following this correction, the allocation of SSC to O&M was largely normalized for the
FY 2023-24 budget and onward. For FY 2024-25, the O&M fund’s SSC allocation is budgeted to be
60.6%, more in line with FY 2023-24 budgeted allocation of 56.0%.

Table 5 - Allocation of Sewer Service Charges

FY 2022-23 FY 2022-23 FY 2023-24 FY 2024-25 SECE
Budget % Actual % Budget ¢ Budget ¢ Bogect
S Change

To O&M $47,162,407 | 41.1% | $48,447,114 $66,051,443 $73,532,729 $7,481,286
To
Capital 65,832,492 | 57.4% | 67,227,158 | 57.3% | 50,251,805 | 42.6% | 45918306 | 37.9% | (4,333,499)
To Self-
Insurance 1,662,101 1.4% 1,662,101 1.4% 1,676,752 1.4% 1,858,965 1.5% 182,213
Total
Collected | $114,657,000 | 100.0% | $117,336,373 | 100.0% | $117,980,000 | 100.0% | $121,310,000 | 100.0% | 3,330,000
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The allocation of SSC between the sub-funds fluctuates each year and is based on spending levels,
other revenue sources, and reserve requirements and balances in each fund. The above allocation is
based on the overall budget assumptions as specified in this document. Table 5 also shows a direct
allocation of SSC to the self-insurance fund to restore the self-insurance fund balance to the required
$9.0 million level. A direct allocation of SSC to the Self-Insurance fund was implemented in

FY 2021-22, with the replenishment in years prior to that being accomplished through an inter-fund
transfer from the O&M fund. The direct allocation of SSC is more transparent and avoids the
perception of double-counted expenditures that can be caused by inter-fund transfers.

Uses of Funds

The uses of funds (expenditures and contributions to reserves) for FY 2024-25 are shown in Figure 3.
Two expenditure categories, O&M and Sewer Construction, account for 76.5% of the total uses. In

FY 2024-25, contribution to reserves comprises 18.7% of the total use of funds. These funds will largely
be applied to the Sewer Construction Fund (Capital Improvement Program) to help stabilize customer
SSC rates and address a sustained increase in capital spending projected for the next several years.

Figure 3 - Total Funding Uses - FY 2024-25 Budget

Total FY 2024-25 Budgeted Expenditures and Contributions of Reserves: $231,113,998
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Figure 4 - Where the Money Goes

FY 2022-23
$213,536,900

FY 2023-24
$194,526,300

FY 2024-25
$231,113,998

Operations & Maintenance Budget Overview

Excluding the draw from reserves above minimum working capital levels, total 0&M revenue for
FY 2024-25 is projected to be $98.2 million, compared to the FY 2023-24 budget amount of
$89.7 million, as shown in Table 6.

Table 6 - FY 2024-25 Budgeted O&M Revenues

Budget to Budget to

) FY 2022-23 FY 2022-23 FY 2023-24 FY 2023-24 FY 2024-25 8 Budget

Account Description X Budget )
Budget Actual Budget Projected Budget . Variance
Variance ($)
(%)
Revenue
Sewer Service Charge $47,162,407 $48,447,114 $66,051,443 $66,021,690 $73,532,729 $7,481,286 11.3%
Concord SSC 17,600,000 17,649,002 17,900,000 17,500,000 18,800,000 900,000 5.0%
Permit & Inspection Fees 1,799,500 1,706,192 1,827,500 1,888,000 1,828,000 500 0.0%
HHW Reimbursement 1,048,000 1,005,595 1,009,000 1,057,000 1,094,000 85,000 8.4%
Lease Rental Income 740,000 689,097 822,000 870,000 880,000 58,000 7.1%
Recycled Water 445,000 475,452 515,000 515,000 530,000 15,000 2.9%
Stormwater / Pollution

Prevention 415,000 423,247 420,000 482,000 496,000 76,000 18.1%
Investment Income 262,000 958,187 860,000 860,000 653,000 (207,000) -24.1%
Other 291,000 711,836 318,000 396,000 365,000 47,000 14.8%
Total Revenue $69,762,907 $72,065,722 $89,722,943 $89,589,690 $98,178,729 $8,455,786 9.4%

O&M revenue is increasing by $8.5 million, or 9.4% over the prior year budget, due primarily to the

following:

¢ Anincrease in SSC revenue of approximately $7.5 million or 11.3% is necessary to address the

increase in budgeted O&M expenditures attributable to various cost pressures described in detail

later, as well as meet reserve requirements as specified in Table 14.

e Anincrease in the reimbursement from the City of Concord by approximately $0.9 million or 5.0%
for its proportional share of wastewater treatment costs anticipated in FY 2024-25.
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As shown in Table 7, total O&M expenses are projected to be $96.0 million in FY 2024-25, an increase
of $4.5 million over the $91.4 million FY 2023-24 budget, as amended. This figure includes the costs for
Central San to provide essential services including wastewater collection, wastewater treatment, HHW
collection, and recycled water production and distribution. The budget continues to provide funding
for strategic initiatives and key activities. Table 7 and Figure 5 illustrate the FY 2024-25 O&M Budget by

expense category.

Table 7 - FY 2024-25 Budgeted 0&M Expenditures and Contribution to / (Draw from)

Reserve
Budget to Budget to FY 2024-
- FY 2022-23 FY 2022-23 FY 2023-24 FY 2023-24 FY 2024-25 uas Budget 25
Account Description 5 Budget 5
Budget Actual Budget Projected Budget Variance ($) Variance Percent
(%) of Total

A. Salaries & Wages

A. Salaries & Wages ‘ $42,748,849 | $40,434,775 | $45,144,569 ‘ $44,040,286 ‘ $47,486,627 ‘ $2,342,058 ‘ 5.2% | 49.5%
B. Benefits

B. Benefits* 12,312,215 | 13,189,199 | 13,654,823 ‘ 14,345,422 ‘ 14,921,532 ‘ 1,266,709 ‘ 9.3% | 15.5%
Total Salaries & Benefits ‘ 55,061,063 | 53,623,974 | 58,799,392 ‘ 58,385,708 ‘ 62,408,159 ‘ 3,608,767 ‘ 6.1% | 65.0% ‘
C. OPEB and Pension UAAL and Additional Contributions

C. Pension UAAL 59,784 58,946 59,503 57,396 372,404 312,901 525.9% 0.4%

C. OPEB UAAL 1,320,000 1,320,000 141,000 141,000 225,000 84,000 59.6% 0.2%

C. Additional UAAL

Contributions - 1,000,000 1,000,000 1,000,000 - (1,000,000) -100.0% 0.0%
Total UAAL Costs 1,379,784 2,378,946 1,200,503 1,198,396 597,404 (603,099) -50.2% 0.6%
Total Labor-Related
Costs (A+B+C) 56,440,847 56,002,920 59,999,895 59,584,103 63,005,563 3,005,668 5.0% 65.6%
D. Other O&M Expenses

D. Purchased

Property Services 6,850,450 6,695,940 7,697,774 7,744,105 8,266,110 568,336 7.4% 8.6%

D. Other Purchased

Services 7,893,758 4,451,018 7,246,295 6,585,005 8,086,042 839,747 11.6% 8.4%

D. Supplies &

Materials 12,406,002 13,024,609 14,298,822 13,729,586 14,967,135 668,313 4.7% 15.6%

D. Other Expenses 1,427,990 1,220,704 1,703,885 1,298,421 1,662,309 (41,576) 2.4% 1.7%
Total Other O&M 28,578,199 25,392,272 30,946,776 29,357,115 32,981,596 2,034,820 6.6% 34.4%
Total Expenditures
Before Transfers 85,019,046 81,395,192 90,946,671 88,941,219 95,987,159 5,040,488 5.5% | 100.0%

Interfund Transfer

(Self-Insurance) - - 500,000 500,000 - (500,000) -100.0% 0.0%
Total 0&M Expenditures $85,019,046 $81,395,192 $91,446,671 $89,441,219 | $95,987,159 $4,540,488 5.0% | 100.0%

*Net of administrative overhead credit for capitalized labor.
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Figure 5 - FY 2024-25 Budgeted O&M Expenditures by Category

Variances in the Operations & Maintenance Budget
As noted previously, in FY 2024-25 O&M costs overall are budgeted to increase by $4.5 million or 5.0%
over the prior year, which is slightly less than the $6.4 million or 7.6% O&M budget increase in the

prior year. Figure 6 illustrates the historical trend of each of the major budgetary expense categories.

Figure 6 - 0&M Cost Comparison by Year
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The following provides an analysis of each of the major O&M Budget expense categories shown in
Table 7 and illustrated in Figures 5 and 6 previously. The labels (A-D) correspond to the assigned letters
shown in Table 7.

A. Salaries & Wages
Budgeted salaries & wages are $47.5 million in FY 2024-25, compared to $45.1 million in
FY 2023-24, representing an increase of $2.3 million, or 5.2%. This expense category makes up
49.5% of the overall FY 2024-25 O&M Budget, largely consistent with the prior year budget
(49.6%). The budget assumes a 3.75% cost of living adjustment (COLA) for full-time permanent
employee salaries effective April 2024 reflecting the February 2023 to February 2024 Bay Area
consumer price index (CPI) in accordance with employee labor agreements of 2.4%, plus an
additional adjustment factor of 1.35%. This additional adjustment factor was authorized by the
Board in March 2024, and brought the COLA adjustment factor to the ceiling rate allowable per the
labor agreements currently in place (3.75%). Bargaining units had requested that the COLA
mechanism be adjusted in some manner prospectively given that in the prior year, the actual CPI
rate exceeded the labor agreement COLA ceiling by 1.55%.

Beyond a COLA adjustment factor, the Salaries & Wages budget also incorporates step increases
and longevity pay increases for eligible employees, including those currently on payroll as well as
anticipated new hires. The budget also assumes a vacancy factor of 3%, which is consistent with the
prior year and generally in-line (albeit slightly conservative) with actual vacancy experiences over
the past several years. Details of full-time employee headcount changes are more thoroughly
described in the forthcoming “Staffing, Salaries, and Benefits” section.

B. Employee Benefits
Employee benefits are projected to increase slightly from $13.7 million in the prior year to $14.9
million in FY 2024-25, an increase of 9.3%. The employee benefits expense category is reported net
of a capitalized administrative overhead credit attributable to capitalized labor. The following table
provides additional details on employee benefits showing the gross amount employee benefits
prior to reductions for capitalized administrative overhead:

Table 7a - Benefits and Capitalized Overhead Detail

FY2022-23  FY2023-24  FY 2024-25 Budget to Budget to
Budget Budget Budget LG EHCEEE
g & g Variance ($) @ Variance (%)
Benefits for Active Employees $17,930,895 | $19,377,572 $21,262,767 $1,885,196 9.7%
Capitalized Admin Overhead (5,618,681) | (5,722,749) (6,341,235) (618,487) 10.8%
Total Employee Benefits, net of
Capitalized Admin Overhead $12,312,215 | $13,654,823 $14,921,532 $1,266,709 9.3%

Excluding the capitalized administrative overhead credit, benefits for active employees are

comprised of healthcare costs, workers’ compensation costs, payroll taxes, normal cost

contributions for pension and OPEB, and a benefit vacancy factor estimate. These costs were
$19.4 million in the FY 2023-24 budget and rise to $21.3 million in the FY 2024-25 budget, which

represents a 9.7% increase.
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Given the timing of the budget development process, certain assumptions must be made on
benefit program/premium costs prior to the availability of actual announced changes by providers.
Assumed as well as known inflation factors for each major benefit category are described
separately as follows:

e Health (CalPERS Medical) — Using known premium rates in effect for calendar year 2024, the
budget incorporates a 6.25% base plan premium increase for the second half of FY 2024-25.

e Pension (Normal Cost) — The pension plan normal cost contribution rate, paid to CCCERA, is
increasing slightly by 0.09% for legacy employees to 17.45% effective July 1, 2024. The normal
cost rate is increasing slightly by 0.08% for Public Employees’ Pension Reform Act (PEPRA)
employees to 11.60% effective July 1, 2024. The defined pension normal cost contribution rate
changes incorporate numerous factors pertaining to participant demographics, actuarial
assumptions, and investment performance.

e Dental — Using known dental rates in effect for calendar year 2024, the budget incorporates a
3.75% premium increase for the last six months of FY 2024-25 ending June 2025.

e Vision — Using known vision rates in effect for calendar year 2024, the budget does not assume
a rate increase since the vision rates are guaranteed through the end of
FY 2024-25.

e Life Insurance — No rate increases are being assumed for this benefit category, which is in
alignment with rates over the past two years.

e Long-Term Disability — No rate increases are being assumed for this benefit category, which is
in alighment with rates over the past two years.

e Employee Assistance Program — No rate increase is anticipated for FY 2024-25.

e Workers’ Compensation — A 10% rate increase was assumed for budget purposes as the actual
rates have not been finalized. Following adjustments for the prior year experience modification
factor, the FY 2022-23 growth assumptions for workers’ compensation were proven to be
slightly too conservative. Accordingly, the FY 2024-25 growth rate uses the actual FY 2022-23
rate as a base which was lower than projected in the budget. This has resulted in some modest
budgetary savings in this expense category.

e OPEB (Normal Cost) — For improved financial planning and transparency purposes, the total
budgeted cost for retiree health, dental, life and vision premiums are split between its “normal
cost” and UAAL components of the actuarially determined contribution (ADC) calculated by
Central San’s independent OPEB actuary, Foster & Foster. The normal cost component of
OPEB, which is considered an active employee cost (not UAAL), is projected to be
approximately $1.9 million in FY 2024-25, consistent with the prior year’s budget. See Tables
4-6 in the Supplemental Financial Information for additional disclosures on OPEB.

The capitalized Administrative Overhead rate (shown in Table 7a), a credit given for capital work to
the O&M Budget for administrative overhead and non-productive work hours (e.g., vacation, sick,
holidays, etc.), is budgeted to increase by 10.8% to $6.3 million in FY 2024-25. Despite a slight
reduction in the Board-approved Administrative Overhead and Benefits Rate for FY 2024-25 by
1.0%, the proportion of labor expected to be charged to capital projects is increasing by 1.1% to an
assumed total capital labor proportion of 19.3%. Several divisions, including Capital Projects,
Planning & Development Services and Plant Maintenance, are expected to charge time to capital
projects in FY 2024-25.
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C. Unfunded Liabilities
Central San has negotiated agreements with its employees to provide pension and post-
employment healthcare benefits. Central San prefunds its pension/benefits in accordance with
actuarial calculations that make certain economic and demographic assumptions. The goal is to
grow these prefunded amounts into sufficient assets to cover the liabilities arising from the
promised pension/benefits. An unfunded liability may occur when assumed economic or
demographic assumptions are not met, when those assumptions are changed, and benefit levels
are adjusted.

In FY 2024-25, the total estimated pay-go cost of retiree health premiums and Medicare
reimbursements is projected to be $4.6 million. Consistent with prior years, OPEB costs for
budgeting purposes are capped at the actuarially determined contribution (ADC), which is
approximately $2.1 million in FY 2024-25 pursuant to the latest independent actuarial report. OPEB
“pay-go” costs in excess of this ADC ceiling are eligible for reimbursement from the OPEB trust, as
outlined in the Board-adopted Fiscal Reserves policy which states: “A planned draw from the OPEB
Trust may be included in a Board adopted budget and executed by the GM.” Accordingly, with
adoption of this budget, a draw or reimbursement of up to approximately $2.5 million from the
OPEB trust is anticipated immediately following the close of FY 2024-25. Reimbursing excess OPEB
“pay-go” cost above the ADC ceiling will not eliminate Central San’s gradual contributions towards
paying down the UAAL as the OPEB ADC is comprised of both a normal cost and UAAL component.

Prior to FY 2019-20, supplemental OPEB trust payments were needed to meet the annual ADC as
retiree benefit premiums fell short of the independently calculated ADC. With the transition to
CalPERS Health in FY 2019-20, the funded status of Central San’s OPEB plan has increased
tremendously, to the point where the retiree health premiums (e.g., “pay-go” costs) are over
$2.5 million higher than the ADC in FY 2024-25. Accordingly, there is no mandatory OPEB trust
payment to fully satisfy the ADC in FY 2024-25. In consideration of favorable results in the latest
funding actuarial report (projecting a funded status of 98.6% as of July 1, 2023) as well as
significant investment gains reported by the OPEB trust to close out calendar year 2023 (annual
return of 13.3%), no additional OPEB trust contributions have been incorporated in the budget for
FY 2024-25. To the extent that budget savings are available with the completion of FY 2023-24, the
Board may choose to direct part of the savings toward the pension or OPEB trust.

As mentioned previously, the Board authorized the payoff of Central San’s outstanding pension
UAAL in June 2021 totaling approximately $70.8 million. This was financed, in part, by utilizing the
accumulated balance of the Pension Prefunding Trust ($12.8 million), as well as allocating SSC that
would have otherwise gone to the capital program. In lieu of SSC, given the historically low interest
rate environment, Central San’s Facilities Financing Authority issued Certificates of Participation
(COPs) generating proceeds of $58 million to finance a portion of CIB expenditures in FY 2020-21
and FY 2021-22. The COPs were issued with a true interest cost of 0.38%, compared to the

significantly higher discount rate of 7.0% charged on the UAAL by CCCERA. Accordingly, the pension

UAAL paid to CCCERA was essentially non-existent for FY 2021-22 through FY 2023-24, except for a
small administrative recovery component of 0.15% of covered payroll. Given negative market

returns reported in 2022, CCCERA’s latest actuarial valuation determined Central San had a pension

UAAL contribution obligation rate of 1.06%, resulting in a modest pension UAAL contribution of
approximately $0.4 million budgeted for FY 2024-25. With positive market returns in 2023, this is
likely to be reversed in the subsequent actuarial valuation.
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D. All Other O&M Expenses
The remaining O&M non-labor expenses total $33.0 million in FY 2024-25, reflecting an increase of
6.6% over the prior year’s budget. Additional information is included in the individual division
budgets. The following is a synopsis of each of the major non-labor expense categories:

Purchased Property Services — This expense category, which includes purchased services
attributable to property that is owned or used by Central San (e.g., repairs & maintenance,
hauling, security, cleaning, etc.) is reporting an increase of $0.6 million or 7.4%. The bulk of this
increase is attributable budgeted increases for repairs and maintenance costs in the
Information Technology and Plant Maintenance divisions. Within the Information Technology
division, the budget anticipates increases for both cloud and on-premises support costs for
services such as the Oracle Cloud Fusion ERP, KLIR water compliance management software,
Darktrace email security software, and other critical technologies used in operations. Within
the Plant Maintenance division, the budget anticipates increases for various buildings and
grounds purposes (e.g., landscaping, tree trimming, janitorial, pest control, etc.) as well as an
increase in rents and leases in the mechanical shop for service air compressor and HVAC
equipment for the treatment plant until the underlying repairs or replacements are completed.

Other Purchased Services — This expense category, which includes professional, technical, and
administrative services is increasing by approximately $0.8 million or 11.6%. This variance is
primarily attributable to the Office of the Secretary of the District division for budgeted election
services paid to Contra Costa County to administer four district elections anticipated in
November 2024.

Supplies & Materials — This expense category includes supplies and materials consumed in
operations necessary to provide services including but not limited to utilities & fuel (e.g.,
electricity, natural gas, landfill gas, water, gasoline, etc.), chemicals (i.e., lime, polymer,
hypochlorite, etc.) and general supplies. This line item is increasing by $0.7 million, or 4.7%. This
change is primarily attributable to budgeted increases in the Plant Operations and Recycled
Water Program for electricity (PG&E) and hypochlorite used in the wastewater treatment and
recycled water production process.

Other Expenses — This expense category reports other less-significant expense types than those
listed and described previously. The Other Expense category includes costs such as training &
meetings, employee memberships, and other miscellaneous costs. Overall, this expense
category remains largely steady, decreasing by less than $0.1 million, or -2.4%. The main driver
for the reduction is in the Environmental & Regulatory Compliance Division where it was
determined that an outside organizational fee for Central San’s contribution to CASA’s Two-
Step Process Pooled Emission Testing Program previously budgeted will not be required until FY
2025-26.
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The following table summarizes budgeted costs for training, conferences, and meetings for

FY 2024-25 as well as the previous two fiscal years. While not the only driver, the increase in the
Administration Department is partially attributable to expanding Central San’s training resources for
Oracle ERP more broadly amongst power user staff in the Finance, Information Technology and Human
Resources & Organizational Development divisions. This investment is expected to enhance both the
competency and satisfaction of staff that work with the ERP system regularly as Central San continues
to master and expand system functionalities.

Table 8 - Technical Training, Conferences, & Meetings *

FY 2022-23 FY 2023-24 FY 2024-25 Budget to
Budget Budget Budget Budget to Budget
Department Budget .
Variance ($) Variance
(%)
Executive Governance** $95,350 $113,088 $136,500 $23,412 20.7%
Administration Department 160,200 210,750 280,154 69,404 32.9%
Engineering and Technical Services

Department 162,225 166,225 189,950 23,725 14.3%
Operations Department 245,350 254,250 262,150 7,900 3.1%
Total $663,125 $744,313 $868,754 $124,441 16.7%

* Includes tuition and professional expense reimbursements.
**Includes Board, Secretary of the District, and Office of the General Manager. Additional details for each of these three sub-functions is
provided in the Operating Departments section of the budget book.
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Table 8a - Summary of 0&M Changes
A summary table of changes in the O&M budget follows ($ in millions)

Budgeted Expense Category S %
Salaries & Wages $2.34 5.20%
COLA (3.75%), and other step related increases 1.74
Overtime 0.20
Compensated Absences Payout -0.30
2 New Term Limited Employees (Optimizations, Risk) 0.20
4 New Employees (Capital-Associate Engineer, Regulatory-Asst. Engineer, 0.50
Operations Shift Supervisor, Plant Maintenance-Management Analyst)
Benefits $1.27 9.30%
Medical plan premium increase of 6.25% 0.84
Pension Normal Contribution 0.37
Deferred compensation (401a) 0.10
Medicare tax 0.04
Benefits related to 4 new staff 0.21
HRA (didn’t budget in prior year) 0.37
Workers Compensation 0.05
Capitalized Admin Overhead (0.71)
UAAL (50.60) -50.20%
Pension UAAL 0.31
OPEB UAAL 0.08
Additional Trust Contribution (in FY 2023-24, not in FY 2024-25 -1.00
Non-Labor Related Costs $1.53 4.88%
Purchased Property Services (IT Costs, Buildings & Grounds) 0.57
Other Purchased Services (SOD-Election costs) 0.84
Supplies & Materials (Electricity, Hypochlorite) 0.67
Other -0.04
Self-Insurance (Interfund Transfer from FY 2023-24, not in FY 2024-25) -0.50
Total $4.54 5.00%
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Operations & Maintenance Budget by Operating Department
Table 9 and Figure 7 provide a summary of the operating budgets by department. Further details are
included in the Operating Departments Section.

Table 9 - 0&M Budget by Department+

FY 2022-23
Budget

FY 2022-23
Actual

FY 2023-24
Budget

FY 2023-24
Projected

FY 2024-25
Budget

Budget to Budget Budget
Variance ($) to

Account Description

Budget
Variance
(%)

Executive Governance
Office of the General
Manager $1,070,246 $1,003,244 $1,852,510 $1,001,445 $1,882,901 $30,391 1.6%
Office of the Secretary of the
District 1,242,671 798,794 938,800 750,390 1,727,191 788,391 84.0%
Board of Directors 465,295 213,905 377,811 188,270 341,417 (36,393) -9.6%
Subtotal 2,778,212 2,015,943 3,169,121 1,940,106 3,951,510 782,388 24.7%
Administration
Office of the Deputy General
Manager of Administration 649,271 520,160 688,243 680,335 767,541 79,298 11.5%
Finance* 2,008,642 1,965,172 2,415,433 2,272,868 3,615,073 1,199,640 49.7%
Human Resources &
Organizational Development 7,131,543 7,264,251 6,930,837 6,882,493 6,014,379 (916,458) -13.2%
Materials Services* 1,861,104 1,643,384 1,887,015 1,791,848 989,345 (897,670) -47.6%
Risk Management 1,274,845 1,235,995 1,514,204 1,471,632 1,745,299 231,095 15.3%
Communication Services and
Intergovernmental Relations 2,155,358 1,931,638 2,176,322 2,233,428 2,546,290 369,968 17.0%
Information Technology 5,202,579 4,566,800 6,294,147 5,962,338 6,776,601 482,454 7.7%
Subtotal 20,283,342 19,127,400 21,906,201 21,294,942 22,454,528 548,327 2.5%
Engineering and Technical Services
Office of the Director of
Engineering & Technical
Services 890,095 502,411 1,003,642 252,128 386,466 (617,176) -61.5%
Planning and Development
Services 6,241,012 5,505,183 5,385,263 5,832,686 5,981,049 595,785 11.1%
Capital Projects (831,774) (100,596) (423,339) 379,970 (444,468) (21,129) 5.0%
Environmental and
Regulatory Compliance 8,909,033 8,317,647 9,291,541 8,506,511 9,672,604 381,062 4.1%
Subtotal 15,208,366 14,224,645 15,257,107 14,971,295 15,595,650 338,542 2.2%
Operations
Office of the Deputy General
Manager of Operations &
Engineering 1,232,151 653,588 989,020 958,559 1,286,966 297,946 30.1%
Collection System Operations 13,480,048 13,342,915 14,391,917 14,707,923 18,715,786 4,323,869 30.0%
Plant Operations 14,871,590 16,669,565 16,610,137 16,853,675 17,755,940 1,145,803 6.9%
Plant Maintenance 15,468,121 14,217,806 14,892,814 15,067,918 12,385,099 (2,507,715) -16.8%
Operations Optimization - - 1,805,549 1,440,339 1,708,191 (97,359) -
Recycled Water Program 1,697,217 1,143,329 1,924,804 1,706,462 2,133,490 208,686 10.8%
Subtotal 46,749,126 46,027,203 50,614,241 50,734,877 53,985,472 3,371,230 6.7%
Total Departmental Expenses
Before Interfund Transfers 85,019,046 81,395,192 90,946,671 88,941,219 95,987,159 5,040,488 5.5%
Transfers to Self-Insurance
Fund - - 500,000 500,000 - (500,000) -100.0&
Total O&M Expenses $85,019,046 | $81,395,192 | $91,446,671 | $89,441,219 | $95,987,159 $4,540,488 5.0%

*Effective FY 2024-25, the procurement function of the former Purchasing & Materials Services was consolidated with the Finance
Division for budgeting purposes to better reflect organizational restructuring done in late 2022.
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Figure 7 - 0&M Budget by Function

*Function shown separately given significance of service and for comparability with prior year budgets.
**Includes Office of the Deputy General Manager of Operations & Engineering, Plant Operations, and Plant Maintenance functions.

Historical Variances in Operations & Maintenance Spending
Figure 8 shows historic 0&M budgeted and actual amounts, and actual spending as a percentage of
budget. There have been variances averaging 4.8% (spending was 95.2% of budget) over the last five

years with variances averaging 3.9% since FY 2004-05 (last 20 years).

Figure 8 - Historic 0&M Budget versus Actual Spending, in Millions (Multi-Year Trend)

*Using projected actuals for FY 2023-24 as year as not yet concluded.
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Staffing, Salaries, and Benefits (Costs included in both 0&M and Sewer Construction)

As summarized in Table 10, total labor, benefit, and UAAL related costs increased by approximately
S4.7 million, or 6.5%, from $73.3 million in FY 2023-24 to $78.1 million in FY 2024-25. Refer to
Tables 1-6 in the Supplemental Financial Information for additional budgeted labor and benefits line-
item details.

Total salaries and benefits for active employees, excluding UAAL, are budgeted at $77.4 million in

FY 2024-25, including both the O&M Fund and the Sewer Construction Fund, compared to $72.1
million in FY 2023-24, a $5.3 million, or 7.3% increase. UAAL costs for pension and OPEB (which relate
to both active employees and retirees) are $0.6 million, down from $1.2 million in FY 2023-24. This
reduction is largely attributable to the absence of an additional OPEB or pension prefunding trust
contribution in FY 2024-25, which was budgeted at $1.0 million in the prior year.

Major factors affecting overall salaries and benefits include the following:

e Cost-of-living adjustments effective April 2024 based on provisions per MOUs / personnel
resolutions with each bargaining unit of 3.75%, and an estimated placeholder of 3.75% for April
2025.

e Step (5%) and longevity (2.5%) increases for applicable full-time permanent employees.

e The addition of four new permanent FTE positions, resulting in an increase of the permanent
headcount from 298 to 302 (see “Staffing Changes” section).

e Attrition of approximately 5.0% of the workforce, with some tenured workers being replaced by
lower step level and non-longevity eligible PEPRA tier employees.

e Capping the budgeted OPEB expense at the ADC, which is approximately $2.5 million lower
than estimated pay-as-you-go retiree premiums in FY 2024-25.

e A projected FTE vacancy factor of 3%.

e Increase in health and other benefit premiums.

The next several tables show various levels of detail regarding labor costs. Table 10 summarizes all
labor-related costs across two sub-funds. Additional tables in the Supplemental Financial Information
section at the end of this budget document provide additional details about salary and benefit costs.

Table 10 - Total Labor Costs Summary

FY 202425 Eudiet Mainienance | cConstragtion 1%
Active Employees
Budgeted Full-Time Employee Positions * 266.7 35.3 302.0
Budgeted Salaries & Wages $47,486,627 $6,280,648 $53,767,275
Budgeted Benefits 21,262,767 2,397,760 23,660,527
Capitalized Admin Overhead ** (6,341,235) 6,341,235 -
Benefits After Capitalized Administrative Overhead 14,921,532 8,738,995 23,660,527
Total Costs Active Employees 62,408,159 15,019,643 77,427,802
UAAL / Unfunded Liabilities & Additional Contributions
OPEB UAAL 225,000 - 225,000
Pension UAAL 372,404 49,857 422,261
Total Unfunded Liabilities 597,404 49,857 647,261
Total Labor Related Costs $63,005,563 $15,069,500 $78,075,063
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Active Employees

Maintenance

Construction

Budgeted Full-Time Employee Positions * 264.8 33.2 298.0
Budgeted Salaries & Wages $45,144,569 $5,659,371 $50,803,940
Budgeted Benefits 19,377,572 1,957,591 21,335,162
Capitalized Admin Overhead ** (5,722,749) 5,722,749 -
Benefits After Capitalized Administrative Overhead $13,654,823 $7,680,339 $21,335,162

Total Costs Active Employees $58,799,392 $13,339,711 $72,139,103

UAAL / Unfunded Liabilities & Additional Contributions

OPEB UAAL $1,141,000 S - $1,141,000
Pension UAAL 59,503 7,704 67,207

Total Unfunded Liabilities $1,200,503 $7,704 $1,208,207

Total Labor Related Costs $59,999,895 $13,347,415 $73,347,310

*

Estimated allocation of full-time employees between Sewer Construction and O&M.

** Consists of indirect costs associated with non-productive hours and Administrative Overhead.

Budgeted Full-Time Equivalents

Table 11 shows full-time equivalent employee totals for the time periods indicated. In addition to 302
budgeted full-time equivalent (FTE) positions, the General Manager can hire up to five additional

III

“transitiona

positions at any given time to backfill positions vacated due to an extended leave of

absence or as necessary to properly address succession planning. The costs associated with these
positions have been budgeted in the Office of the General Manager division to be used for the
appropriate division in need as directed by the General Manager during the year. Table 12 shows the

positions by bargaining unit and division.

Table 11 - Budgeted Full-Time Equivalents

FY 2022-23 FY 2023-24 FY 2024-25
Year-End Actual Budget Budget

?Ei(gclrllj?jri:gmlgzzcelzsd Water Employees) 278.0 298.0 302.0
Temporary Employees

District Temporary Employees 18.0 18.0 14.0

GM Specials 1.0 5.0 5.0

Limited Duration Employees - 6.0 8.0

Fill Station Attendants 1.0 5.0 5.0

Summer Students 7.0 15.0 18.0

Interns 7.0 19.0 19.0
Total Temporary Employees 34.0 68.0 69.0
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Table 12 - Full-Time Equivalent Positions by Bargaining Unit and Division

Administration Engineering Operations
Local One 21.0 41.0 107.0 169.0
Management Support/Confidential Group 28.0 47.0 40.0 115.0
Management 3.0 4.0 4.0 11.0
Unrepresented 5.0 1.0 1.0 7.0
Total by Department 57.0 93.0 152.0 302.0
Staffing Changes

During fiscal year 2023-24, Central San’s FTE headcount was 298, which was an increase from 294 in
the FY 2022-23 budget. During the FY 2024-25 budget development process, a review of staffing needs
by division was conducted and involved detailed consideration of alternatives, cost-benefit analyses,
and reviews by the Executive team. This assessment resulted in the recommended approval of four
new positions, increasing the budgeted headcount from 298 in FY 2023-24 to a recommended 302 in
FY 2024-25. In addition to the 302 permanent FTE headcount, eight limited duration employees (LDEs)
have been budgeted Central San as begins to ramp up the CIP program, the underlying costs of which
are largely being charged to the sewer construction budget. This is an increase from the six budgeted
in FY 2023-24.

There are four new FTE positions included in the FY 2024-25 Budget, with the following summary
business case. Capital Projects Division is adding one Associate Engineer for delivery of the

annual gravity sewer replacement program, which has seen a drop in annual mileage due to previously
moving an existing Associate Engineer to the ongoing pumping station upgrade projects. The new
Associate Engineer will allow both capital program elements to progress at the scheduled annual rate
of progress. Within the Regulatory and Environmental Compliance Division, there is an addition of one
Assistant Engineer to cover the steady increase in the baseline workload for the Regulatory Compliance
group, which also saw a net reduction of one FTE in FY 2023-24 due to the repurposing of a then-
vacant Assistant Engineer position to the Laboratory group. For the Plant Operations Division, the
addition of a Shift Supervisor will support maintaining and improving the extensive training needs for
Operators necessitated by the steady implementation of new equipment and systems under the
capital program. This position will also help develop a uniform training program and materials

for the Maintenance teams, which have a similar need to learn and train on the many new systems
coming into operation over the next 5 to 10 years. For the Plant Maintenance Division, the addition of
one Management Analyst will support development, implementation, and ongoing support for all
phases of asset onboard information flow during commissioning and handoff from the construction.
For both the Shift Supervisor and Management Analyst positions, the fundamental purpose is to
ensure the maximum lifecycle value for treatment plant assets delivered under the capital

program. Position changes within and between departments and/or divisions from the prior year’s
budget are summarized as follows:
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¢ Administration Department
o Office of the Deputy General Manager of Finance and Administration:
= Reclassified the position Administrative Services Assistant to Administrative
Services Supervisor
o Finance Division:
= Procurement staff consolidated with Finance Division
o Materials Services Division:
=  Purchasing & Materials Services Division reclassified to Materials Services
= Transferred four positions (Contracts & Procurement Administrator and three
Contracts & Procurement Specialists) to Finance Division
o Risk Management Division
= Added one Projects Coordinator- Security, limited duration employee

e Engineering & Technical Services Department
o Capital Projects Division:
= Added one new FTE Associate Engineer (increasing budgeted headcount)
= Added five limited duration employees (one Senior Engineer, two Assistant
Engineer positions, one Utility Systems Engineer, and one Associate Engineer)
o Environmental & Regulatory Compliance Division:
= Added one new FTE Associate Engineer (increasing budgeted headcount)
o Planning & Development Services Division:
= Added one Staff Engineer position, limited duration employee
= Transferred Engineering Assistant position from Resource Recovery to Financial
Planning Department

e Operations Department

o Collection System Operations Division:
=  Pumping Stations consolidated with Collection System Operations

o Plant Maintenance Division:
= Added one new FTE Management Analyst (increasing budgeted headcount)
= Transferred Pumping Stations to Collection System Operations Division

o Plant Operations Division:
= Added one new FTE Shift Supervisor (increasing budgeted headcount)

o Operations Optimization Division:
= Added one Senior Engineer, limited duration employee
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Capital Improvement Budget

As shown in Table 13, Sewer Construction Fund total sources (including debt proceeds) are projected
to increase by $28.7 million (30.8%), from $93.1 million in FY 2023-24 to $121.8 million in FY 2024-25.
This increase is largely attributable to three sources: an increase in anticipated SRF loan
reimbursement proceeds, an increase in the capital reimbursement from the City of Concord, and an
increase in investment income. The budgeted increase in the SRF loan reimbursement proceeds is
directly linked to the increase in capital outlays planned for the Solids Handling Facility Improvements
— Phase 1A Project in FY 2024-25. The budgeted increase in capital cost sharing reimbursement
revenue from the City of Concord is attributable to an anticipated increase in capital spending in
reimbursement eligible projects, including anticipated unspent budgetary carryforward from

FY 2023-24 to FY 2024-25. Lastly, the increase in investment income reflects current interest rates
(which were underbudgeted in the prior year) as well as an increase in capital reserves over the past
year caused by unspent budgetary carryforward.

The City of Concord’s capital budget responsibility is based on its flow proportionate share of
treatment plant, recycled water, and certain general improvement components of the capital budget.
The City of Concord’s capital reimbursement to Central San in FY 2024-25 is projected to be

$10.8 million, which is a noteworthy increase of $3.2 million or 42.1% from the prior year budget of
$7.6 million. While the City of Concord will repay a proportionate share of debt used to finance the
Solids Handling Facilities Improvements Phase 1A Project, debt service will not be due in FY 2024-25. In
total, $39.0 million of borrowing from the SRF is anticipated to finance this project in FY 2024-25.

The $80.7 million capital improvement budget does not include anticipated carryforward from

FY 2023-24, which will be finalized and communicated to the Board after the close of the current fiscal
year. The FY 2024-25 capital budget, excluding carryforward, is increasing by $9.5 million (13.4%) from
the prior year budget of $71.2 million. For FY 2024-25, 100% of the capital improvement budget was
assumed to be funded in the financial plan consistent with the prior year’s budget. This differs from

FY 2022-23 where 90% of the budgeted capital spending authority was assumed to be funded from
current rates and loan proceeds in the financial plan, with the difference between capital spending
authority and the funding amount assumed to be spent in the outer years of the 10-Year Financial Plan.

Central San is projected to contribute $41.1 million to capital reserves in FY 2024-25 with revenues and
debt proceeds exceeding expenditures by that amount. Accordingly, the Working Capital Reserves of
the Sewer Construction fund are projected to significantly exceed the minimum requirement per the
Fiscal Reserves policy. This contribution to reserves will be essential to funding the unspent budgetary
carryforward of approximately $49.2 million anticipated to roll into FY 2024-25. Additionally, this
higher than policy minimum Sewer Construction Reserve allows for smoothing of rate requirements to
accommodate the significant ramp-up of expenditures that is continuing in the next several years, with
peak capital spending anticipated to reach $108.4 million, unadjusted for cash flow carryforward of
inflation, in FY 2027-28 (see 10-year plan in CIP section).

Table 13 provides a summary of the projected FY 2024-25 Sewer Construction Fund revenues and

expenditures. Further program and project-specific budget details are included in the Capital
Improvement Program section.
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FY 2022-23 FY 2022-23 FY 2023-24 FY 2023-24 FY 2024-25 Budget to Budget
Budget Actual Budget Projected Budget Budget Variance to
($) Budget
Variance
(%)
Revenue
Sewer Service Charges $65,832,492 | $67,227,158 | $50,251,805 | $50,232,305 $45,918,306 ($4,333,499) -8.6%
Property Taxes 8,332,078 11,028,136 14,433,358 14,718,849 15,896,000 1,462,642 10.1%
Capacity Fees 4,579,000 7,129,145 4,175,000 5,159,362 5,000,000 825,000 19.8%
Investment Income 140,000 2,940,938 2,250,000 5,500,000 4,785,000 2,535,000 112.7%
Reimbursements
City of Concord 7,500,000 9,956,648 7,570,000 9,000,000 10,760,000 3,190,000 42.1%
Developer Fees & Charges 403,000 372,482 445,000 326,000 426,000 (19,000) -4.3%
Other 1,000 122,136 1,000 559 1,000 - 0.0%
Total Revenue 86,787,570 98,776,643 79,126,163 84,937,075 82,786,306 3,660,143 4.6%
Loan & Bond Proceeds
SRF Loan Reimbursements 42,000,000 15,588,706 14,000,000 23,000,000 39,000,000 25,000,000 178.6%
Total Revenue and Debt
Proceeds 128,787,570 114,365,349 93,126,163 107,937,075 121,786,306 28,660,143 30.8%
Expenditures
Collection System Program 36,635,000 21,653,217 35,734,000 37,130,875 23,327,000 (12,407,000) -34.7%
Treatment Plant Program 39,981,000 25,953,891 31,300,000 44,758,376 46,900,000 15,600,000 49.8%
General Improvements
Program 3,645,000 3,099,336 3,350,000 5,760,165 5,235,000 1,885,000 56.3%
Recycled Water Program 8,715,000 8,391,035 818,000 4,493,084 250,000 (568,000) -69.4%
Contingency 2,000,000 - - - 5,000,000 5,000,000
Total Expenditures* 90,976,000 59,097,479 71,202,000 92,142,500 80,712,000 9,510,000 13.4%
Carryforward** 38,097,000 - 78,363,971 49,228,171 -
Total Spend Authority $129,073,000 | $59,097,479 | $149,565,971 | $141,370,671 $80,712,000 ($68,853,671) -46.0%
Sewer Construction Funds Available
Projected Revenue and Debt
Proceeds 128,787,570 | 114,365,349 93,126,163 | 107,937,075 121,786,306
Capital Expenditures 90,976,000 59,097,479 71,202,000 92,142,500 80,712,000
Less: Adjustment for 90%
Spending Factor (9,097,600) - - - -
Contribution to Reserves 46,909,170 55,267,870 21,924,163 15,794,575 41,074,306
Anticipated Cash Funded
Capital Expenditures 39,878,400 - 57,202,000 69,142,500 41,712,000

* The FY 2024-25 proposed sewer construction fund expenditure budget amount does not include any carryforward from past fiscal
years; the Board will be notified of any carryforward amount after the close of the current fiscal year.
** Reserve calculation assumes difference between FY 2023-24 budget and projected spending will be spent in FY 2024-25 or beyond.
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Impact of Capital Improvement Budget on Ongoing Operations & Maintenance Budget

Central San’s Capital Improvement Budget and the extent to which FY 2024-25 nonrecurring capital
investments will affect the proposed or future years’ operating budget are described later in this
document. In general, given the nature and composition of the FY 2024-25 Capital Improvement
Budget, these effects are largely expected to be minimal with one exception. The project most likely to
have significant impacts on future O&M costs is the Solids Handling Facilities Improvement Project. The
technology to be utilized in Phase 2 of this project is tentatively proposed to be fluidized bed
incineration, a more modern and efficient approach to the existing multiple hearth furnaces. The
lifecycle cost of the project, including O&M impacts, is expected to be lower than continuing with the
existing technology. To the extent that this and other future capital projects will have O&M budgetary
impacts (e.g., additional personnel costs, additional maintenance costs, or additional utility costs or,
conversely, anticipated savings such as reduced utility costs or lower maintenance costs), such costs
will be specified further in the year such projects are budgeted.

Reserve Projections

BP 017 - Fiscal Reserves set targets for each of Central San’s reserve funds. Fiscal reserves provide
working capital for O&M activities; funding for long-term capital improvement requirements;
fulfillment of legal, regulatory, and contractual obligations; mitigation of risk and liability exposures;
and cash flow emergencies. Fiscal reserves are adjusted annually based on changes in the targeted
reserve balance calculations, and the FY 2024-25 budget incorporates the full funding of minimum
required reserves by the close of the fiscal year pursuant to the Fiscal Reserves Policy. The following
are the various reserve targets set in the FY 2024-25 budget:

e O&M Fund Working Capital Reserve Target — The Board has set a target of five months (41.7%) of
gross operating expenses at the start of each fiscal year.

e Sewer Construction Fund Working Capital Reserve Target — The Board has set a target of 50% of
the annual Capital Improvement Budget at the start of each fiscal year, excluding capital projects
that are to be funded with bond proceeds.

¢ Self-Insurance Fund (SIF) Reserve Target — The Board has set a target of three times the annual
deductible, $1.5 million. In addition, to help mitigate financial impacts and maintain uninterrupted
service in the event of an emergency or catastrophic event, Central San maintains an Emergency
Fund Reserve balance of $7.5 million in the SIF. In total, these two components constitute the total
reserve target of $9.0 million.

Table 14 presents a summary of Central San’s current reserve balance projections compared to the
Board Policy (BP) targets. The O&M, Sewer Construction, and SIF are all projected to close FY 2024-25
with reserve levels above minimum levels stipulated in the Fiscal Reserves Policy. The projected
amounts are subject to change based on actual financial results for the current and next fiscal years.
The primary impact of the status of the reserves is on the allocation of SSC, as documented in Table 5
of this Financial Summary section. Absent other actions, to the extent that the O&M fund has more
reserves than are required under the policy, that sub-fund would receive a lower allocation of SSC. The
following is a summary of reserve projections for the O&M, Sewer Construction, and Self-Insurance
Reserves included in the FY 2024-25 budget:
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O&M Fund - By June 30, 2024, O&M reserves are expected to be near policy required minimum
reserve levels, falling just short by approximately $0.2 million, attributable to a Board authorized
contribution of $3.2 million in prior year favorable budgetary variance to the rate stabilization
reserve account. Pursuant to the Fiscal Reserves Policy, O&M reserves short of policy-required
levels as of June 30, 2024, will be systematically built back up through the SSC split in the following
fiscal year (FY 2024-25). As such, as outlined in Table 14, the O&M fund is projected to close FY
2024-25 with a working capital reserve of $42.1 million, precisely the minimum policy-level
amount.

Sewer Construction Fund - Given higher than anticipated unspent CIB appropriations carrying over
into FY 2023-24, Sewer Construction fund working capital reserves are expected to be well over the
policy-specified minimum levels as of June 30, 2024. Accordingly, there is a planned decrease in
Sewer Construction reserves in FY 2024-25 as progress is made on unspent budgetary carryforward
appropriations from the prior year. The Sewer Construction fund is projected to close FY 2024-25
with a working capital reserve of $145.4 million, exceeding minimum working capital reserves by
$91.9 million. To the extent that grant funding for capital projects is received during FY 2024-25,
this would result in an increase in the Sewer Construction fund reserve balance, providing the
ability to reduce future borrowing and reduce future rate adjustments.

Self-Insurance Fund — This fund is projected to close FY 2024-25 with a reserve of $9.0 million,
equal to the minimum working capital reserves set by Board policy. This incorporates an additional
Board-approved transfer of O&M reserves of $0.5 million during FY 2023-24 from favorable prior
year budget variances.

Also provided on Table 14 is a projection of the Rate Stabilization Fund, Pension Trust Fund, and OPEB
Trust Fund. Assumptions include:

Rate Stabilization Fund Reserve Account - This account was initially funded with a transfer of $2.61
million in favorable budgetary variance from the close of FY 2018-19. Thereafter, the Board
directed an additional $2.15 million, $2.7 million, and $3.2 million from favorable budgetary
variances from FY 2019-20, FY 2020-21, and FY 2022-23 respectively. Accordingly, absent further
action taken by the Board, the Rate Stabilization Fund Reserve Account is projected to close FY
2023-24 with a balance of $10.66 million. By directing the funds to the Rate Stabilization fund,
greater flexibility for future use of the funds by the Board is provided for than without this
assumption. Future uses may include the following:

o Contributions towards pension or OPEB unfunded liabilities
o Funding billing adjustments or other Board specified uses for mitigating rate impacts
o Drawdowns to meet targeted debt service coverage levels as necessary

Pension Prefunding Trust Fund — Following the pension UAAL payoff in June 2021, this trust had a
minor residual balance of less than $0.1 million as of June 30, 2023. As reported in CCCERA’s latest
actuarial report as of December 31, 2022, poor investment returns by in 2022 (loss of -11.25% on a
market value basis) resulted in the resurfacing of a relatively small pension UAAL for Central San.
The actuarial report identified a pension UAAL for Central San of $0.4 million and a resulting
pension UAAL contribution rate of 1.06% applicable for FY 2024-25. Despite Central San’s pension
plan still being in a strong financial position (December 31, 2022, estimated funded status of
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99.0%), given the resurfacing of a pension UAAL and the availability of budgetary variance funds,
the Board took action to direct $1.0 in already budgeted trust contributions to the pension
prefunding trust in FY 2023-24. Projected reserves of the pension prefunding trust of
approximately $1.1 million as of June 30, 2025, assumes the fund’s targeted return of 5.14% and
that the additional Board-authorized trust contributions in FY 2023-24 are made on dollar cost
average basis over the remainder of the fiscal year.

e OPEB Trust Fund — This trust is projected to close FY 2023-24 with a reserve of $83.4 million. This
estimate is inclusive of investment returns, no new trust contributions, and an anticipated OPEB
reimbursement to Central San of $2.2 million in FY 2023-24. The trust and most recent OPEB
actuarial report currently assume a long-term average target return of 5.25 %. The ADC
assumptions incorporate a long-term perspective with smoothing as well as a provision to amortize
the UAAL over time. Additionally, since the OPEB plan was projected to be 98.6% funded (on an
actuarial valuation basis) as of July 1, 2023, budgeting for an additional trust contribution is not
considered a top priority for Central San and therefore none are planned for FY 2024-25. Assuming
no additional trust contribution, an actuarial discount rate of 5.25%, and an OPEB premium cost
reimbursement of $2.5 million, the trust is projected to close FY 2024-25 with a reserve of
approximately $85.3 million.

The Supplemental Financial Information section of this budget document contains a table showing
changes in net position and fund equity.

82



Table 14 - Reserve Projections

Attachment 1

sewer Self-Insurance
O&M Fund Construction Fund Totals
Fund (Capital)
Actual Balance as of June 30, 2023* $42,962,677 $137,797,098 $9,094,795 $189,854,570
Projected Balance as of June 30, 2024 39,911,148 153,591,673 9,087,411 202,590,232
Projected Balance as of June 30, 2025** 42,102,718 145,437,808 9,000,000 196,540,526
Change year over year 2,191,570 (8,153,865) (87,412) (6,049,707)
Reference: Table 7 Table 13 Self%l:;;rince See Figure 3
Percentage change year over year 5.5% -5.3% -1.0% -3.0%
Ending balance
at 6/30/24 is Funds set aside
projected to be in prior years to
Explanation slightly below | ~c [sed toward
the funding of
policy-required future year’s
levels Capital Budgets
Comparison to Policy Target-Start of Budget Year
5/12 of 50% .Of following 2;:227
. . , year's non-bond .
Policy Target following year's funded Capital deductible of
O&M Budget Budget $500,000 plus
$7.5 million
Reserve Policy Target end of
June 30, 2024 40,076,336 47,791,500 9,000,000 96,867,836
Amount Over/(Under) Minimum Reserve
Target at June 30, 2024 (165,188) 105,800,173 87,411 105,722,396
Comparison to Policy Target-End of Budget Year
Reserve Policy Target end of
June 30, 2025 42,102,718 53,572,500 9,000,000 104,675,218
Amount Over/(Under) Minimum Reserve
Target at June 30, 2025** - $91,865,308 - $91,865,308

*Reserve calculations subject to close of financial results for the year and may differ from projection.
** Net for FY 2023-24 CIB carryforward of $49.2 million. Projected reserves at June 30, 2025, would be this amount higher when

including the carryforward.
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OPEB Trust Fund

Account *
Actual Balance as of June 30, 2023 $7,460,000 $43,662 $81,342,131
Projected Balance as of June 30, 2024 10,660,000 1,069,754 83,412,593
Projected Balance as of June 30, 2025 10,660,000 1,091,149 85,291,754
Change Year Over Year - 21,395 1,879,161
Reference:
Percentage Change Year Over Year 0.0% 2.0% 2.3%
Assumes long-term

No Additional IncI.ude.s trust ret_urn of 5.25% and

Explanation Transfers from cor'1t'r|but|or.1 of $1 re|mbursement.s of
O&M. million during FY pay-go costs in
2023-24 excess of ADC to
O&M fund

Comparison to Policy Target-Start of Budget Year
Policy Target N/A N/A N/A
Reserve Policy Target end of June 30, 2024 N/A N/A N/A
Projected Balance less Reserve Policy Target at
June 30, 2024 10,660,000 1,069,754 83,412,593
Comparison to Policy Target-End of Budget Year
Reserve Policy Target end of June 30, 2025 N/A N/A N/A
Projected Balance less Reserve Policy Target at
June 30, 2025 $10,660,000 $1,091,149 $85,291,754

* This fund is a book entry to the O&M and Sewer Construction funds. Interest earnings from those funds are not separately assigned to

the Rate Stabilization Account.
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Debt Service

As noted previously, current debt service expenditures include outstanding payments on 2018
Revenue Refunding Bonds and the 2021 COPs. Central San’s total principal debt service for FY 2024-25
is $7.1 million, compared to $7.1 million in the prior year. Additional details on budgeted debt service
are included in the Debt Program Section. Figure 9 depicts all existing debt payments for Central San.

Figure 9 - Debt Service Payment Schedule (Existing Debt, Excluding SRF)

Phase 1a of the Solids Handling Facilities Improvements Project is being financed primarily by SRF loan
proceeds. An SRF loan in the amount of $173.1 million was finalized in 2021. This SRF loan has a term
of 30 years, an interest rate of 0.90%, and payback is assumed to commence around FY 2028-29. The
construction contract for this project was awarded by the Board in the Fall of 2023 in the amount of
$121.7 million (excluding other non-construction project costs) and Central San was pending final
budget approval with the State Water Board as of the finalization of this budget. The financial plan
assumes additional external financing will be required in future years, potentially for the UV
Disinfectant facility upgrade, and Solids Handling Facility Phase 2 project later in the decade. These
loans may be in the form of either SRF loans or revenue bonds. These future loans or debt issuances, if
any, would add to the above debt profile.
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Historical Long-Term Spending Trends

Operations & Maintenance

Figure 10 shows a long-term trend line of past O&M expenditures over the past thirty (30) years, while
Figure 11 shows a long-term trend line of past capital expenditures. The O&M Budget was

held essentially flat for a total of seven years (from FY 2014-15 to FY 2020-21). As illustrated
commences below, the payoff of the pension UAAL in June 2021 resulted in a 12.3% year-to-year
decline in the O&M budget commencing in FY 2021-22. This was achieved by swapping the pension
UAAL charges budgeted in the O&M fund (charged as a percentage of payroll by Central San’s pension
administrator) with fixed low-interest (0.38%) debt service of the 2021 COPs budgeted in the Debt
Service fund.

Figure 10a - Long-Term O&M Spending Trend
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The following chart provides a long-term trend of O&M budgeted spending over the past twenty (20)
years which includes the 2021 COPs debt service commencing in FY 2021-22. As the pension UAAL
expenditures have been constructively swapped for lower interest fixed debt service, this chart
provides a more accurate overall comparison of historical 0&M spending.

Figure 10b - Long-Term Budgeted O&M Spending Trend (with 2021 COPs Debt Service)

Sewer Construction (Capital)

Capital spending has been ramping up significantly since FY 2016-17, with spending projected to
average $108.0 million per year over the next decade (in 2024 dollars). Over the past 10 years, actual
spending (including projected spending for FY 2023-24) has been $519.1 million, while budgeted
spending (called “estimated expenditures” prior to FY 2017-18) was $609.5 million.

Figure 11 - Infrastructure Investments Over Past Ten Years
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Long-Range Financial Plans

Central San’s annual budgeting process includes long-range financial planning covering a ten-year
outlook. This section describes the assumptions used in the Ten-Year Financial Plan, including forecasts
for Central San’s projected operating and capital revenues and expenses accounting for anticipated
service area population growth, inflation, capital investment requirements, and other factors.

Strategic Plan
Central San’s Strategic Plan includes various goals, including relationships to workforce development,

environmental stewardship, and infrastructure reliability, which have been considered when
developing the Ten-Year Financial Plan.

Revenue Forecast
The following is a summary of key assumptions related to the most significant revenue categories
included in Central San’s latest ten-year financial forecast.

e Sewer Service Charges — FY 2024-25 is the second year of a two-year rate proposal approved by
Central San’s Board of Directors in April 2023. A Proposition 218 notification was mailed to
property owners in March 2023. The rate proposal was based on an updated Cost-of-Service study
completed in 2023. The projected sewer service revenues shown in the Ten-Year Financial Plan are
also based on estimated future year revenue requirements and rates which are not finalized until
approved by the Board.

e Property Tax Revenues — Central San receives a share of the 1% countywide tax assessed by the
County of Contra Costa on properties within its boundary. This tax is based on the assessed value of
property (net of any exemptions or other adjustments) as determined by the county Auditor-
Controller’s Office. Consistent with national housing trends associated primarily with the COVID-19
pandemic, property values (i.e., home values) and sales rates in the Contra Costa region have
increased dramatically in recent years. This resulted in annual increases of more than 5% per year.
However, Central San anticipates this growth rate will return to a more traditional 2% to 5% annual
increase in future years. Property Tax Revenues are included within the Non-Operating Revenue
category in Table 15.

e Capacity Fees—Capacity Fees are collected from new construction and expansion of non-residential
facilities which result in an added wastewater burden. The fee is calculated as an equity buy-in.
Residential parcels are charged a flat per-unit fee, and non-residential parcels are typically charged
based on the business type and building square footage, which represents their anticipated
wastewater burden. The amounts due are collected before plans are approved. The budgeted
amount is estimated by the Planning & Development Services Division based on trend analysis and
anticipated construction activity for the upcoming year. Capacity Fee revenues are included within
the Capital Revenue category in Table 15.

e Concord Cost-Sharing — Since the 1970s, Central San has participated in a cost-sharing agreement
with the City of Concord to treat the wastewater for customers in the cities of Concord and
Clayton. Charges to Concord represent its flow-proportionate share of Central San’s operating and
capital expenditures and debt service related to wastewater treatment. Recent years have shown a
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slight decrease in the relative share of Concord’s flow compared to Central San’s total inflows, a
trend which is anticipated to continue. Additionally, Concord’s share of capital expenditures and
any associated debt service is more directly related to expenditures in the Treatment Plant and
Recycled Water capital program areas. As planned spending in these areas changes in proportion to
total capital spending, Concord capital revenues are anticipated to adjust in a similar direction.
Revenues from the Concord Cost-Sharing arrangement are included within both the Operating and
Capital Revenues categories, as applicable, in Table 15.

Loan & Debt Proceeds — In 2020, Central San received initial approval from the State Water Board
for a low-interest loan in support of a capital improvement project related to its Solids Handling
Facility, and the loan agreement was finalized in 2021. Loan proceeds are anticipated for Phase 1a
of this project through FY 2025-26. The ten-year plan includes similar proceeds for additional
capital projects at levels consistent with the corresponding project’s cash flow requirement for
each fiscal year. Loan and Debt Proceeds are included in the Capital Revenues category in Table 15.

Other Revenues — In addition to the revenues noted above, Central San also collects a variety of
miscellaneous operating and non-operating revenues related to development and inspection costs,
hazardous waste collection, recycled water, stormwater/pollution prevention, leases, and other
miscellaneous activities as well as interest and investment-related revenues. Although these
revenues are generally anticipated to increase at a rate of 2-3% per year, since many of these fees
are designed simply to recover the cost of providing the associated services, they are not expected
to contribute significantly to improvements in Central San’s net position or year-end balances.
Other Revenues are included in both the Non-Operating and Capital Revenues categories in Table
15 as appropriate. As noted earlier, Central San has applied for and received low-interest State
Revolving Fund or SRF loans for the Solids Handling Project. Central San anticipates applying for SRF
loans for the UV Disinfection Replacement and Hydraulics Improvements projects, though this
potential funding source has not yet been included in the financial projections for the subsequent
projects due to uncertainty as to whether such low-interest SRF loans will ultimately be available
for those projects.

Expense Forecast

The following is a summary of key assumptions related to the two major expense categories included
in Central San’s latest ten-year financial forecast.

Operating Costs — Central San’s operating costs include the cost of operation and maintenance
expenses, self-insurance expenses, and debt service. Inflation factors for increases to O&M costs in
the next ten years vary by category. Forecasts for these expenses are based on the following
assumptions:

o Salaries & Wages expenses will increase at the maximum level provided for in the current
labor agreements (MOUs) and at 4.75%-5.5% inclusive of cost-of-living adjustments and
step increases thereafter.

o Individual benefit expenses are each escalated in one of three general ways: based on a
change on the prior year, as a percent of some other expense (such as salaries or
pensionable salaries), or to some other known/projected amounts (specifically OPEB/UAAL-
related expenses). Total employee benefit costs for Health insurance are projected to
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increase by 9.3% in FY 2024-25, with the growth rate dropping to 5.05% by the end of the
decade. Pension costs are approximately 15.5% of the payroll.

o Assumed annual 3.0% inflation for general expenses for FY 2024-25 and through the end of
the 10-year planning period.

o Self-insurance costs are driven primarily by insurance premium expenses.

o Debt service for existing projects is based on existing repayment schedules; for anticipated
debt issuances, interest rates and repayment terms vary by the type of financing instrument
proposed and are based on current assumptions of rates in effect when the debt is likely to
be issued.

e Capital Costs — Capital cash flows are based on an annual review of projects required to
meet Central San’s operational and regulatory requirements. This review results in a
multi-year Capital Improvement Plan with individual project costs determined for each fiscal
year. Annual project amounts are escalated to account for inflation in future years and
adjusted to match anticipated spending requirements.

Reserve Requirements

As described previously and disclosed in detail in Table 14, in addition to the expenses noted above,
Central San’s Board has established year-end fund reserve policies to ensure that adequate cash is
available to meet anticipated cash requirements. These requirements have been included in the ten-
year financial plan but differ from those in Table 14 due to timing and other factors.

Ten-Year Financial Plan Summary

Combining the estimated Operating and Capital costs with reserve requirements determines each fiscal
year’s revenue requirement. Applying anticipated annual revenues identifies any shortfalls requiring
additional revenue or overages to be reserved for future capital spending. To determine these
amounts, Central San uses a sewer service rate model that includes the following core assumptions:

e Projected fund balances available at the beginning of the fiscal year and any revenues received
during the year are available for use by that fund. The main exception to this is funds held in
Rate Stabilization Reserve Accounts within the Running Expense and Sewer Construction funds.
The funds in these accounts are internally restricted and cannot be used without Board
approval.

e Actual expenses and revenues will match projected amounts (i.e., no year-end surplus or
deficit).

e Any year-end remaining fund balances outside of the Sewer Construction Fund will be
reallocated to Sewer Construction for future capital requirements.

e Property tax revenues received are applied first against debt service expenses and reserve
requirements with any remaining amounts restricted to fund current and future capital costs.

e Capital Projects are projected based on a detailed assessment of capital needs and past
spending achievements.

The rate model also helps to ensure that the planning process adheres to existing fiscal policies and
debt covenant requirements regarding debt issuance and coverage, as outlined in the Financial
Planning Policies section previously. Core policy assumptions complied within the ten-year financial
plan include the following:
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e Not more than 60% of the overall CIP shall be financed with debt (BP-029).

e Central San shall target rate or tax revenue funding of, at a minimum, the value of the
collection system replacement program (specifically, pipeline replacement) component of the
CIP (BP-029).

e The debt repayment period should be structured so that the weighted average maturity of the
debt does not exceed 100% of the expected average useful life of the project being financed
(BP-029).

e Central San shall target a debt service coverage level of at least 2.0x or greater for financial
planning and ratemaking purposes (BP-029).

e Net Revenues (Gross Revenues excluding capacity fees and after payment of O&M Costs) plus
Tax Revenues are to be at least 125% of debt service in a fiscal year (bond covenants).

e Gross Revenues (Gross Revenues including capacity fees and after payment of O&M Costs) plus
Tax Revenues are to be at least 100% of debt service in a fiscal year (2018 covenant).

Table 15 identifies estimated values for each category of revenue and expense and overall funding
balances based on Central San’s current budget and the assumptions noted previously.
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Table 15 - Ten-Year Financial Plan Summary (in millions)

Fiscal Year Ending June 30

2029 2030 2031 2032 2034  Total for
10 years
Beginning Reserves* $103.9 | $110.4 | $119.2 | $131.4 | $142.4 | $163.9 | $181.2 | $196.0 | $209.7 | $198.5
Revenues
Sewer Service charges 122.8 128.1 133.4 138.7 144.7 152.0 159.2 166.6 174.0 181.4
Other Operating & 37.4 78.3 83.7 86.3 90.7 88.9 82.0 84.7 65.9 82.9
Capital
Non-Operating Revenues 33.0 32.0 33.0 34.1 35.3 36.5 37.7 38.9 40.0 41.1
Total Revenues $193.3 | $238.4 | $250.1 | $259.1 | $270.7 | $277.3 | $278.9 | $290.1 | $279.9 | $305.5 52'6434
Expenses
Operating Expenses:
(a) Operations 51.9 54.7 57.3 59.9 62.5 65.2 68.0 71.0 74.0 77.2
(b) Recycled Water 21 23 24 25 2.6 2.7 28 29 3.1 3.2
Program
(c)Engineering &
Technical Services 15.6 16.3 17.0 17.8 18.5 19.3 20.1 21.0 21.9 22.8
(d) Administrative and 26.4 27.9 293 30.6 32.0 33.4 34.9 36.5 38.1 39.8
General
(e) Self-Insurance 2.4 25 2.6 2.6 2.7 2.8 2.9 3.0 3.1 3.2
Total Operating
Expenses (O&M $1.215
Budget items a-d and $98.4 | $103.5 | $108.6 | $113.3 | $118.3 | $123.4 | $128.8 | $134.3 | $140.2 | $146.2 ¢ 1
Self-Insurance Budget
iteme.)
Capital Expenses*
Treatment Plant 46.9 65.8 67.6 70.8 67.5 65.9 61.4 65.0 62.8 60.3
Collection System 233 34.0 31.3 31.6 32.7 29.9 29.9 30.0 30.5 30.5
Recycled Water 0.3 2.3 33 3.3 3.1 2.9 2.7 1.3 6.8 6.8
General & Other 5.2 5.1 4.5 2.7 2.7 2.5 2.5 2.5 2.5 2.5
Total Capital Expenses $1,003
(Gross) $75.7 | $107.1 | $106.8 | $108.4 | $106.0 | $101.2 $96.5 $98.8 | $102.6 | $100.1 ’ 1
75.7
Net Cash Flow 3.8 9.9 13.3 17.2 20.5 23.2 25.7 30.0 35.2 38.4
Adjustments**
Total Adjusted Capital $1,220
Expenses $79.5 | $117.0 | $120.1 | $125.6 | $126.4 | $124.3 | $122.1 | $128.8 | $137.8 | $138.5 ¢ 1
Debt Service:
Existing (Revenue Bonds,
cops) 8.8 9.0 9.3 9.1 45 1.9
New/Planned (including
2021 SRF) - - - - - 10.4 13.2 13.2 13.2 15.2
Total Debt Service $8.8 $9.0 $9.3 $9.1 $4.5 $12.3 $13.2 $13.2 $13.2 $15.2 $107.9
Total Expenses $186.7 | $229.6 | $238.0 | $248.1 | $249.2 | $260.1 | $264.1 | $276.4 | $291.2 | $299.9 52'5432'
Reserves
Year Ending Reserve 9.3 | 1006 | 1079 | 121.0 | 1177 | 1197 | 1253 | 1482 | 141.8 | 1486
Requirements
Ending Funds Available 110.4 119.2 131.4 142.4 163.9 181.2 196.0 209.7 198.5 204.1
Funds Available
Over/(Under) Requirement $14.1 $18.6 $23.4 $21.4 $46.3 $61.5 $70.6 $61.5 $56.7 $55.5

* These amounts are as of the April 2024 workshop. These may differ slightly than the numbers in the CIP section, but not significantly.

**Net Cash Flow Adjustments represents the amount required to escalate the present value of planned capital expenses to future years' values accounting for projected inflation and anticipated spending
rates.

*** Reserves differ from reserve projections shown in Table 14 as the long-term cash flow assumes full spending of the FY 2023-24 O&M and self-insurance fund budgets and distributes unspent CIB rollover
into future fiscal years differently. Additionally, targeted reserves also include the following year’s debt service for cash flow purposes, which is not a mandatory policy requirement.
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Operating Departments

On a day-to-day basis, the following three Operating Departments at Central San carry out the mission
of protecting public health and the environment:

e Administration
e Engineering and Technical Services
e QOperations

The departments work together to provide exceptional internal and external customer service in the
operation of Central San’s wastewater collection, treatment, recycled water, and household hazardous
waste collection facilities. The departments are guided by Central San’s Strategic Plan, which provides
direction and initiatives to help achieve the strategic goals and objectives.

The two Deputy General Managers and the General Manager form Central San's Executive Team. Each
executive worked closely with the division managers to create a prudent and cost-effective budget,
utilizing efficiency and effectiveness to execute the Strategic Plan initiatives and targets while keeping
costs at a minimum.

The following sections describe the responsibilities of each department and division; strategic
accomplishments in FY 2023-24; performance against the FYs 2022-24 Strategic Plan key metrics in
FYs 2022-23 and in FY 2023-24 as of Q2; and operating budget needs. For final FY 2023-24 strategic
performance data, please refer to the FY 2023-24 Strategic Plan Annual Report after its publication in
fall 2024. The total operating budget for FY 2024-25 is $96.0 million, a $4.5 million or 5.0% increase
over the $91.4 million budget for FY 2023-24.
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Administration Department

The Administration Department’s primary function is to provide services that support the efficient
operation of Central San, including the General Manager; financial management (including purchasing);
human resources (HR) and organizational development; materials services; information technology
(IT); and risk management. The department is also responsible for internal communications, advancing
Central San’s policy objectives with state and federal legislative bodies, and being responsible for
interagency relations and public affairs. Central San’s strategic planning and benchmarking efforts are
overseen by the Deputy General Manager of Administration.

The budgeting divisions that comprise this department include the following:

e Executive Governance Divisions
o Office of the General Manager
o Office of the Secretary of the District
o Board of Directors
e HR and Organizational Development
e Office of the Deputy General Manager of Administration
e Communication Services and Intergovernmental Relations
e Finance (including the Purchasing function)
o IT
e Materials Services
e Risk Management
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Executive/Governance Offices

This section presents the budgets for the organizational units of Central San charged with executive
governance. Divisional units include the Offices of the General Manager and Secretary of the District,
and the Board of Directors (Board).

Office of the General Manager

OVERVIEW

The primary mission of the Office of the General Manager is to work with the Board to establish and
implement policies and procedures, as well as Central San’s overall goals and Strategic Plan. The
General Manager reports directly to the Board, acts as Central San’s representative to other agencies,
and provides oversight of all operations. This includes interagency relations, legislative activities,
communications, optimization efforts, and the completion of the Strategic Plan goals.

This office also provides direction, support, and resources to internal departments so they may
effectively and efficiently accomplish the Vision, Mission, and Goals of Central San. Included in those
Vision, Mission, and Goals is employee engagement and making sure managers are in line with the
General Manager’s vision. The accomplishments below represent tasks completed by the General
Manager and his budgeted staff, as well as major overarching accomplishments of Central San directly
overseen by the General Manager. The agencywide FY 2023-24 accomplishments and performance, as
well as the FY 2024-25 objectives, are embodied in each of the individual division and program
sections.

The General Manager’s office’s staffing budget includes the Executive Assistant to the General
Manager and the Internal Auditor.

FY 2023-24 Strategic Accomplishments

CUSTOMER AND COMMUNITY

e Served on the boards of National Association of Clean Water Agencies (NACWA),
California Association of Sanitation Agencies (CASA), WateReuse (as Vice-President),
and John Muir Health (as Vice-Chair) to strengthen ties to the water sector and the
community Central San serves.

e Participated in the Global Water Summit efforts.

e Member of newly formed Water Wastewater Utility CEO Forum.

e Met with city and town officials to ensure open lines of communication and
interagency relations.

e Presented Strategic Plan Annual Report to the Board.

e Began planning the 2024 citizens’ academy, Central San Academy.

e Hosted WateReuse Northern California meetings.

e Executive Assistant to the General Manager chairs a quarterly meeting of sister agency
assistants to General Managers.
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ENVIRONMENTAL STEWARDSHIP

Continued to collaborate with Contra Costa Water District (CCWD) and Valley Water
in advancing the water transfer policy discussions with the United States Bureau of
Reclamation (USBR) regarding the Refinery Recycled Water Exchange Project,
including meeting with CCWD and USBR staff to discuss the project’s yield in
critically dry years and several policy issues that can impact the project.

Continued discussions to exchange recycled water with other agencies in the region
with potential collaborators such as East Bay Municipal Utility District (EBMUD), San
Francisco Public Utilities Commission (SFPUC), and CCWD.

Continued to support and provide feedback to EBMUD’s efforts to complete the
feasibility evaluation of an array of potential recycled water projects with Central
San, including potable reuse. This effort fed into EBMUD’s Recycled Water Strategic
Plan Update.

Continued to work with CCWD and the City of Concord to supply recycled water to
the Concord Community Reuse Project.

Continued to divert raw wastewater to produce recycled water to meet Dublin San
Ramon Services District — EBMUD Recycled Water Authority (DERWA)’s peak
summer irrigation demand.

WORKFORCE DIVERSITY AND DEVELOPMENT

Hosted lunches with workgroups to update employees on current issues and receive
feedback.

Conducted General Manager State of the District meetings.

Met frequently with bargaining unit representatives to maintain open
communication and resolve issues early.

Supported the Diversity, Equity, and Inclusion (DEI) efforts through meetings with
Central San’s DEI consultant and support for the activities of the Task Force.

GOVERNANCE AND FISCAL RESPONSIBILITY

Worked with internal auditor to improve internal controls and processes by
providing input on the annual Audit Plan and overseeing timely audit completion and
finding remediation efforts.

Completed and issued 2023 Miscellaneous Assets Review, Phase Il, and 2023 Capital
Projects Design-only internal audits.

Partnered with internal auditor to identify ways to maximize resource allocation
surrounding the permitting function and issued results to key stakeholders.

Worked on Benchmarking Study based on the American Water Works Association
(AWWA) Utility Benchmarking framework, solicited data from California agencies to
perform statewide comparisons, and submitted Central San data to AWWA's annual
Utility Benchmarking survey.

Met the Goals and Performance Metrics in the FY 2023-24 Strategic Plan.

SAFETY AND SECURITY

Continue to support the Enterprise Risk Management and Cybersecurity program
efforts.

Worked with Risk Management on safer access controls in and out of the building for
visitors.

96



Attachment 1

INNOVATION AND AGILITY

e Helped develop initiatives for the Operations Optimization Division.

e Supported the Information Technology/Operational Technology (IT/OT) Strategic
Plan efforts.

e Maintained Optimizations Program to commit to efficiency, effectiveness, and
continuous improvement by tracking and reporting progress.

e Produced and presented Optimizations Program Annual Report to the Board.

FYs 2022-24 Strategic Targets and Performance

FY 2023-24 Performance

Metric Target FY 2022-23 Performance as of Q2
Participants in Central San 235 2024 Session Not Yet
. 20
Academy per Session Held
Awards or R.ecognltlons 510 11 6
Received
15 in progress

Completed Optimizations >20 45* (not including

DJFIs)
* Including 21 Plant Maintenance optimizations and 11 Don’t Just Fix It (DJFI) Plant Maintenance Improvements — count does not include
141 Planner Updates.

FY 2024-25 Strategic Objectives
In the comin