


PEBBLE BEACH COMMUNITY SERVICES DISTRICT
2008-09 PRELIMINARY BUDGET

TABLE OF CONTENTS

PAGE
DEPUTY GM/CFO'S REPORT
Summary of Proposed FY 2008-09 Budget 1
O&M Expenses Summary 2
Salary Policy 3
Highlights of the O&M appropriations 3
Current Revenue Summary:
Property Taxes 7
Charges for Services and Assessments 8-9
Interest / Other Revenue & Reimbursements 9
Revenue Summary and Conclusion 10
Capital Outlays Summary 11
Fund Balance /7 Working Capital 13
Budget Schedule 14
BUDGET SUMMARY
Budget-at-a-Glance 15
Total Summary - All Departments 16
Operations & Maintenance Summary 17
Capital Outlay Summary 18
REVENUE AND EXPENDITURE DETAIL
Revenue Detail 19
Operating Expenditures Detail:
Administration / Engineering 20
Fire / Emergency Medical 21-22
Police Protection / Security 22
Wastewater / Maintenance 23-24
Solid Waste 24
Reclamation 25
Capital Outlays
Capital Outlay Summary 26
Capital Outlay Expenditures Detail:
Administration / Engineering 27
Police Protection / Security 27
Fire / Emergency Medical 28
Wastewater / Maintenance 29
Wastewater Treatment Plant 29

Reclamation 30



PEBBLE BEACH COMMUNITY SERVICES DISTRICT
2008-09 PRELIMINARY BUDGET

TABLE OF CONTENTS

PAGE
FUND BALANCE SUMMARY
Total All Funds 31
Governmental Funds 32
Proprietary Funds 33

BUDGET RESOLUTIONS

Res 08-05: Adopting the Preliminary Budget for Fiscal Year 2008-09 and
Setting the Final Budget Hearing.

Res 08-06: Determining the Appropriations Limit for Fiscal Year 2008-09.



DEPUTY GENERAL MANAGER/CFO REPORT

May 30, 2008
TO: Board of Directors
FROM: Suha Kilic, Deputy GM/CFO
SUBJECT: Fiscal Year 2008-09 Preliminary Budget

RECOMMENDATIONS

Consider approval of the Preliminary Budget for Fiscal Year 2008-09. The final
decisions on the budget and fees will be made after public notification and upon
conclusion of Final Budget hearings on July 25, 2008.

Consider adopting the following Resolutions:

¢ Resolution No. 08-05 adopting the Preliminary Budget for FY 2008-09 and
setting the Final Budget Hearing, including user fees, for July 25, 2008 at 9:40
a.m.

e Resolution No. 08-06 determining the Appropriations Limit for FY 2008-009.

SUMMARY OF PROPOSED FY 2008-09 BUDGET

EXPENSES Budget Change from FY 2007-08
Budget

Operations & Maintenance $9,813,000 1.5% or, $ 140,500
Capital Outlays 8,742,000  (0.9%) or, (82,500)
Total $18,555,000 0.3% or, $ 58,000

REVENUES

Current Revenue - District $11,977,000 (0.5%) or, $ (63,000)
Current Revenue - Recl.Prj 614,000 4.6% or, 27,000
Appropr. From Reserves 739,000 (84.1%) or, (3,897,500)
Carry Over Appropriations 5,225,000 323.6% or, 3,991,500

Total  $18,555,000 0.3% or, $ 58,000
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The table above provides a summary of the Fiscal Year 2008-09 Preliminary Budget. The
anticipated revenue, and proposed appropriations for operations and maintenance
(“O&M”) as well as capital outlays have been provided in detail in the attached line item
budget. The following is a summary of the proposed budget.

O&M Expenses

The total amount proposed for operations and maintenance (“O&M™’) expenses is
$9,813,000, which is $140,500 or 1.5% more than the previous year’s budget. The budget
includes $456,000 for the Reclaimed Water Distribution System O&M expenses which
will be reimbursed by the Reclamation Project.

The following table summarizes the amounts budgeted for Operation and Maintenance
(O&M) expenses including the changes from the previous year’s budget:

Administration/Engineering $1,615,000 4.6% or, $ 71,500

Fire/Emergency Medical 4,865,500 2.0% or, 93,500
Police/Security 170,000 9.7%  or, 15,000
Wastewater/Maintenance 2,143,000 (0.8%) or, (12,000)
Solid Waste 546,000 5.4% or, 28,000

SUBTOTAL  $9,339,500 2.1% or, $196,000

Reclamation 456,000 (6.2%) or, (30,000)
SUBTOTAL  $9,795500 1.7% or, $ 166,000
Allocation to O&M and Rate $17,500 (59.3%) or, (25,500)

Stabilization Reserves
TOTAL $9,813,000 15% or, $ 140,500
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The proposed O&M expenses are provided in detail for each of the activity on pages 20
through 25.

Salary Policy

The Preliminary Budget includes a recommended cost-of-living salary adjustment
(COLA) of 3.5% in staff salaries, effective July 1, 2008 (with the exception of the General
Manager's salary which is normally considered in January). The Board’s policy has been to
use the annual change in the Consumer Price Index (CPI) for the San Francisco-Oakland-
San Jose region in determination of the COLA. As in the past practice, the COLA was
based on the average of the annual changes in CPI for the months of December and
February (3.3%). The number has been rounded up to 3.5% based on the significant increase
in fuel prices.

The budgeted salaries also include the following:

e $76,200: Promotion of the existing Assistant Engineer to a newly created Associate
Engineer position ($7,800) and hiring of a new Assistant Engineer ($68,400).

e $14,445: Promotion of three maintenance employees from Maintenance Technician | to
Maintenance Technician 1l ($10,238) and reclassification of the Maintenance Supervisor
salary from PBCSD salary schedule “Range 43 Step E” to “Range 45 Step E” ($4,207).

Highlights of the O&M appropriations

Administration/Technical:

e There is a $14,500 reduction in personnel salaries (from $691,500 to $677,000) although
there is an addition of a new Associate Engineer position and a 3.5% cost of living
adjustment mentioned above. The reduction is due to recent reorganization of the
management staff.

e The amount budgeted for the County Administrative charges has increased by $15,000,
from $80,000 to $95,000, mainly due to increased costs of the County Assessor, Tax
Collector and Auditor’s offices related to property tax administration.

e $9,000 Election expense has been removed because there is no Board member election
or other items expected to be on the ballot related to the District in the FY 2008-009.
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There is a $5,800 reduction in the amount included for the District’s contribution to the
Local Agency Formation Commission’s (“LAFCO”) budget (from $29,800 to $24,000)
reflecting the reduction in the 2008-09 LAFCO budget resulting from staff
reorganization and reduced contributions to reserves.

The amount budgeted for the Auditing and Accounting services has increased by $8,000,
from $17,000 to $25,000 based on the three-year contract with the outside audit firm,
reflecting increased scope of auditing requirements in the FY 2008-09.

The amount budgeted for Information Systems, Network and Software has increased by
$11,500, from $29,500 to $41,000. Over $6,000 of the increase is due to the planned
replacement of the District’s current DSL internet connection with one T1 and one
Comcast connection for redundancy as well as improved reliability and speed.

The budget includes a new $30,000 appropriation for Building and Facilities
Maintenance. In the previous year, this item was included under the Wastewater and
Maintenance Operations with no allocation to Administration for its share of the
costs.

Fire/Emergency Medical:

The amount budgeted for CAL FIRE Contractual Fire Protection Services has increased
by $58,500 or 1.4% (from $4,099,500 to $4,158,000). The increase is offset by the
elimination of the $118,000 Westmed Paramedic services contract, resulting in a net
reduction of $59,500 ($4,217,500 to $4,158,000) in the fire protection/emergency
medical contractual services. There is no change in the number of personnel (44 regular
full-time positions, including 22-100%-funded and 22 cost-share positions) from the
previous year. However, to improve operational efficiency and reduce overtime costs,
one existing fire apparatus engineer (FAE) position will be converted to a
FAE/Paramedic position. This change will increase the number of paramedics serving at
the Pebble Beach station from three to four, while reducing regular FAE positions from
six to five. The budget also includes an approximately 1% reduction in the CAL FIRE
administrative overhead rates, from 10.65% to 9.68%, resulting in a $36,000 cost
reduction for the District.

The budget includes $20,000 for a new contractual fire hydrant maintenance services.
This item was budgeted under the wastewater/maintenance operations in the previous
year. The budget also includes $15,900 for contractual vacant lot and residential fire
inspection services.
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$50,000 has been included for fire defense projects that will be coordinated with the Del
Monte Forest Foundation to help the District achieve its fire defense plan goals.

The budget includes a new $19,300 appropriation for Building and Facilities
maintenance. In the previous year, this item was included under the Wastewater and
Maintenance operations with no allocation the Fire Department for its share of the
costs.

The amount budgeted for vehicles maintenance and small equipment purchase has
increased by $13,700 (from $14,600 to $28,300). $10,000 of the increase is for purchase
of small equipment for the fire engines to meet ISO rating standards.

The amount budgeted for Self Contained Breathing Apparatus (“SCBA”) replacements
and repairs has increased by $11,800 (from $8,500 to $20,300) mainly to upgrade
existing SCBA masks and packs to meet OSHA requirements related to firefighter rescue
operations.

The amount budgeted for Personnel and Safety equipment and supplies has increased by
$17,500 (from $17,400 to $34,900) to replace firefighter turnout and other safety gear to
meet OSHA and NFPA standards.

Police/Security:

The amount budgeted for the California Highway Patrol (CHP) supplemental law
enforcement contract has increased by $15,000 or 10%, from $150,000 to $165,000 due
to increased CHP personnel costs.

Wastewater:

The amount budgeted for contractual maintenance services has decreased by $20,000
from $50,000 to $30,000. This item is included to employ outside contractors to perform
some of the maintenance tasks currently being performed by the District’s maintenance
staff and allow the District staff to perform more technical Forest Lake O&M activities.
The reduction in cost is due to a $20,000 transfer made to fire department operations for
fire hydrant maintenance.

The amount budgeted for Building and Facilities Maintenance has decreased by $45,700
(from $55,500 to $9,800) due to allocation of a large portion ($49,300) of the costs to the
Administration and Fire Departments. Previously all District Building and Facilities
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maintenance costs were budgeted under Wastewater/Maintenance Department.

e There is no change in the amount budgeted for the Carmel Area Wastewater District
treatment and disposal contract ($1,050,000). The amount budgeted is based on a 33.5%
-66.5% wastewater inflow mix by PBCSD and CAWD, respectively.

Solid Waste:

e The amount budgeted for garbage residential basic service has increased by $26,400 or
5.2%, from $505,600 to $532,000. This amount represents the fees for the basic service
which will be collected by the District from the property owners on the property tax rolls
and paid to the franchise holder. The major portion of the increase is due to a proposed
5% increase in garbage collection fees as explained in the “Charges for Services” section
of this report. A smaller portion of the increase is due to providing the service to newly
constructed homes over the previous fiscal year.

The chart below displays budgeted O&M expenses ($9,795,500) by the
activities of the District:

Police/Security Admin/Engin.

$170,000 $1,615,500 Reclamation
1.7% 16.5% $456,000
4.6%
. Solid Waste
Fire/Emerg. $546.000
Medical 5 6%
$4,865,500
49.7%
W astewater
$2,143,000

21.9%
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FY 2008-09 Current Revenue (Details on Page 19)

The following table summarizes the estimated current revenue, and the changes from the
previous year’s budget:

Property Taxes $9,800,000 +1.0%  or, $ 100,000
Charges for Services 1,462,000 + 2.0% or, 28,000
Interest Revenue 400,000 (33.3%) or, (200,000)
Other Revenue 315,000 29% or, 9,000
Subtotal  $11,977,000 (0.5%) or, (63,000)

Reclamation Prj Contrib. 614,000 +4.6% o, 27,000
Total Current Revenue  $12,591,000 (0.3%) or, (36,000)

Property Taxes

Property tax revenue is estimated to increase by 1.0% or $100,000, from $9,700,000 in
the fiscal year 2007-08 budget to $9,800,000. The actual amount expected to be received
in the fiscal year 2007-08 is $9,500,000 due to significant delinquencies in property tax
payments in Monterey County. The current year delinquencies are allocated among all
tax-receiving agencies within the County based on the county-wide property tax
allocation percentages. In anticipation of continued delinquencies in the fiscal year 2008-
09, the revenue has been conservatively budgeted. In future years, when delinquent
property taxes are collected, they are also allocated based on the county-wide
percentages. Therefore, current year delinquencies can be viewed as deferred revenue
that will be collected in future years.
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Charges for Services

Sewer User Fees

Residential sewer user fees have remained at the same level for nine years, and no
increase is recommended for the FY 2008-09. The standard residential fee is $14.62 per
month (or $175.44 per year). It is proposed that commercial sewer user fees, which are
based on multiples of equivalent residential units, also remain at the same level.

The estimated annual revenue that will be generated by the proposed fees is $735,000. The
amount budgeted for wastewater O&M expenses is $2,143,000, excluding depreciation.
The $1,408,000 difference between the O&M expenses and the user fee revenue as well as
the $1,451,000 in wastewater system capital outlays are proposed to be financed mainly
from property taxes. The consensus of the directors has been not to raise sewer user fees if
the District’s priorities and available current revenue permits doing so. The most recent
State budget proposed by the Governor does not include any property tax transfers from
special districts. Although there is a proposal from the Legislative Analyst’s Office to
transfer a portion of the enterprise district property tax revenues to the County, current
law provides some level of protection for special district property tax revenues. At this
time it appears to be still discretionary for the District to finance a portion of the cost of
sewer service with property tax revenue and to keep sewer user fees unchanged in FY
2008-009.

Fire Protection Special Tax

No changes are proposed in the annual fire protection assessment of $51.20 per residence
and $25.60 for unimproved parcels. The estimated amount of revenue to be raised by this
special tax is about $195,000. This revenue will finance approximately 4% of the fire
protection and emergency medical service operations.

Pursuant to a District ordinance adopted in 1982, a special fire protection tax has been
imposed based on assigned units of benefits for each type of property. According to the
ordinance, developed parcels are assigned 20 units of benefit and undeveloped parcels are
assigned 10 units of benefit, with a maximum authorized limit of $5.23 per unit of benefit.
The District Board has historically limited the annual assessment to $2.56 per unit of benefit
which is approximately half of the amount permitted by the authorizing ordinance. The
special tax was approved by more than two-thirds of District voters, and, at the discretion of
the Board, it can be levied up to the authorized limit without a confirming election.
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Garbage Collection and Disposal Fees

The annual fee for basic residential garbage service is proposed to be increased by 5% or
$0.78 per month, from $15.67 (or $188.16 per year) to $16.45 (or $197.40 per year)
effective July 1, 2008. These services are provided by the District through a franchise
agreement with Waste Management Inc (“WM?*). The components of the proposed
increase are: a COLA ($0.39), a landfill disposal rate increase offset ($0.19), and an
extraordinary fuel price increase offset ($0.20).

In April 2008, WM submitted a request for a 9.3% rate increase which included a 6% fair
rate of return increase request based on the net loss reported in its latest financial statements
of Pebble Beach operations. Following discussions, in May 2008 WM agreed to modify the
rate request to 5.0% with the understanding that WM will provide more detail financial
information on their Carmel Marina Corporation division (covering Monterey County) for
District staff’s review for possible further adjustment in the fiscal year 2009-10.

The 5% request is based on a 2.48% COLA (75% of the change in CPI per franchise
agreement) and the increase in landfill disposal fees and fuel costs which are direct costs to
WM. The District staff reviewed the request and confirmed that the request was consistent
with the terms of the franchise agreement. According to the franchise agreement, the District
Board at its discretion, may approve requested annual rate adjustments in order to provide a
fair return to WM.

Interest Revenue

The budgeted interest revenue has decreased by $200,000 from $600,000 to $400,000.
Over the current fiscal year fed funds rate has been reduced from 5.25% to 2%, directly
impacting the money market and other fixed income securities which governmental
agencies can invest in. This reduction is expected to impact the interest earnings of the
District in the FY 2008-009.

Other Revenue

Proposition 172 public safety sales tax revenue is expected to increase by $9,000 from
$160,000 to $169,000. Monterey County is the only county which allocates a portion of
the public safety sales tax to fire districts.

Sewer connection fee revenue has been budgeted at the current level of $42,000.
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Revenue Summary and Conclusion

The following chart displays the District’s budgeted $12,591,000
Current Revenues by source:

Reclamation Interest

User Fees
Reimb. $400,000
$614,000 3:2% $1.1416(§£’oo
4.9% ' Other

$315,000
2.5%

Property Taxes
$9,800,000
77.8%

The estimated current revenues ($12,591,000) will be sufficient to finance the budgeted
O&M expenses ($9,813,000, excluding depreciation) summarized in the previous
section. The revenues in excess of O&M expenses ($2,788,000) are allocated to finance
a portion of the budgeted capital outlays and construction projects ($158,000 for the
Reclamation Project and $2,620,000 for the District’s other capital outlays).

Reclamation o
Capital Outlays Other District
$158,000 - 1.3% Capital Outlays

$2,620,000 -
20.8%

O&M Expenses
$9,813,000 -
77.9%
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Summary of Capital Outlays

A list of all capital outlays can be found in pages 26 through 30. Items over $25,000 are
summarized below.

Administration/Technical:

$35,000: Expansion and enhancement of Geographic Information Systems (GIS) and
database information systems for continued efficiency improvements in performance
of day-to-day operations.

$30,000: Replacement of three (3) four year-old computer network file servers
following a performance evaluation.

Fire/Emergency Medical:

$4,800,000: Fifth Priority Water Main Replacement Project which includes replacement
of 24,000 feet of water lines and installation/rehabilitation of 263 fire hydrants. The
project has started in the FY 2007-08 and the amount budgeted is being carried over
to the proposed budget.

$2,000,000: Spruance Water Storage Tank. The first lift zone of the Pebble Beach water
distribution system is supplied by three tanks, with a total water storage capacity of
326,000 gallons, located at the Pebble Beach pump station near the intersection of Ronda
and Spruance Roads. The 1990 fire protection water system improvements study
identified a water storage deficiency in the first lift zone. The proposed project includes
construction of a new 600,000 gallon storage tank above the unimproved section of
Spruance Road to resolve the deficiency.

$45,000: Battalion Wide area Network/Fire House Software to connect all Monterey
Peninsula fire stations served by CAL FIRE via a series of T1 lines to improve efficiency
by integrating reports, inventories, data storage and access, and dispatch information.

$45,000: Replacement of three command vehicles. The vehicles are seven to eight years
old with increasing maintenance costs. The costs of the replacement vehicles will be
shared by three fire districts (PBCSD 37.5%, Cypress 37.5% and Carmel Highlands-
25%) based on agreements. The vehicles are assigned to the two Operations Battalion
Chiefs and one Paramedic Program Captain.

Wastewater:
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$700,000: 2008 and 2009 Sewer Replacement Projects ($600,000 and $100,000,
respectively). The District has an on-going program to replace or rehabilitate wastewater
lines and manholes which are annually identified and prioritized by condition. The
PBCSD Long-Term Capital Outlay Program includes $600,000 annual allocations for
these capital improvement projects. Of the $600,000 budgeted for the 2008 Sewer Line
Replacement Project, $80,000 is carried over from the FY 2007-08 budget. As it is
anticipated that the 2009 sewer replacement project will only be partially completed at
the end of FYY 2008-09, the proposed budget includes $100,000 for a portion of this
project and the remaining costs will be budgeted in FY 2009-10.

$290,000: Wastewater Pump Station Improvements. $150,000 is carried over from FY
2007-08 budget for Seal Rock Pump Station P-3 improvements doubling the capacity to
grind solids, replacing the flow meter and installation of new piping in the wet-well to
improve bypass operations. $100,000 is budgeted for the replacement of a 100kw
underground generator which is at the end of its useful life at the 18" Tee Pump Station
P-7. The budget also includes $40,000 for piping modifications at the smaller pump
stations P1, P-2, P-4 and P-6 to bypass the stations during emergencies.

$155,000: Wastewater/Maintenance equipment. The budget includes $120,000 for a
power rodder mounted on a truck that will be used to clear stoppages and perform
routine root removal maintenance of wastewater lines. $35,000 is budgeted for a trailer
mounted 6-inch pump capable of bypassing the smaller wastewater pump stations during
emergencies.

$240,000: CAWD Wastewater Treatment Plant Capital Outlays 1/3 PBCSD share. The
budget includes $200,000 to replace a Digester Mixing System with a more energy
efficient system and $40,000 for various equipment.

Reclamation:

$75,000: Forest Lake Reservoir Enlargement Modifications Project which includes
engineering and construction of outlet structure modifications to reduce the freeboard of
the reservoir from 8 feet to 6 feet. The change will provide adequate storage for an
additional 11 million gallons of water and will increase the total storage capacity of the
reservoir to 116.4 million gallons or 357 acre-feet.

$50,000: Pipeline Cathodic Protection (Phase I1) to protect the main reclaimed water
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distribution pipeline from corrosion.

e $30,000: Forest Lake Spare Feed Pump (1L00HP) to allow quick replacement of existing
feed pumps when needed.

Fund Balance/\Working Capital

The estimated fund balance (the term used for the governmental funds) and working capital
(term used for the proprietary funds) have been provided on pages 31 through 33 to present
the estimated beginning and ending balances based on the budgeted revenues and expenses.
It is estimated that the fund balance of the governmental funds will decrease by $5,203,900,
from $9,127,519 to $3,923,619 and the working capital for the proprietary funds will
decrease by $572,600, from $6,281,539 to $5,708,939. The total fund balance/working
capital will decrease by $5,776,500, from $15,409,058 to $9,632,558.

The decreases are results of the budgeted $6,800,000 fire protection water system
improvement projects (in governmental funds), and $1,451,000 for wastewater system
improvements and equipment. These projects are proposed in accordance with the District’s
long-term capital outlay program. Designations of the fund balances based on the District’s
long-term financial plan can also be reviewed on page 31.

Appropriations Limit

The Preliminary Budget is $5,400,043 or_approximately 40% below the **'Appropriations
Limit"" or the ""Gann Limit"", as it is sometimes referred to, which was established by the
State Constitution. The appropriation limit is calculated based on the limit adopted in the
prior fiscal year, modified to reflect changes in cost-of-living and population. This year's
calculation determines the District’s appropriation limit as $13,574,043 and indicates that
the District will be in compliance with the law by a wide margin. The exhibits of the
attached Resolution No. 08-06 include the calculations for the FY 2008-09 appropriations
limit.

The State law requires adoption of the annual appropriations limit by July 1. The adopted
appropriations limit is subject to an annual independent audit review and must be submitted
to the State Controller by September 30.

Budget Schedule
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The Law requires adoption of a preliminary budget by July 1 and a final budget by
September 1. Itis also required that the public be notified, and a hearing be held when
the Board adopts the final budget.

It is recommended the preliminary budget be adopted on May 30, and a public hearing
on user fees and the District's Final Budget be scheduled for July 25. This will allow
adoption of the fees for fire, sewer and garbage disposal services prior to the County
Auditor's August 1% deadline for placing them on property tax statements. A summary of
the budget and notifying the public about the final budget and user fees hearing will be
mailed 45 days in advance.

Enclosures: (1) Letter from WM District Manager dated May 21, 2008 re: Garbage
Service Rate Request
(1) Resolution Nos. 08-05 and 08-06.
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