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THE ISLAND WATER ASSOCIATION, INC.
InterOffice Memo

To: IWA Board of Directors
From: William “Rusty” Isler, General Manager

Subject: Final 2009 Budget
Date: January 29, 2009

Attached is a copy of the 2009 Budget, as approved by you on January 27, 2009. The
budget, which is identical in format to that used for the last several years, includes the following:

Budget Summary/Comparison/Cash Position Report.

Detailed Revenue Budget, with line item staff responsibility and budgeting basis.
Detailed O&M Budget, with line item staff responsibility and budgeting basis.
Capital Budget, with line item staff responsibility and desirability.

Brief explanation of each Capital Budget item.

Five-Year Capital Plan.

Organizational Chart.

2009 Pay Plans.

Vehicle Replacement Plan.

Membrane Fund Calculation Basis.

The only significant changes which have been made since the first draft sent to you
in December are as follows:

o The 2008 yearend cost of living (CPI-U) has been updated in the payroll budget to reflect
the actual CPI-U number for the year ending December 31, 2008. The updated number is
.1% which is down a full percentage point (1%) from the number used in the December draft
budget. The net effect of this change was to decrease the total payroll/benefits budget by
$24,362, which is an insignificant change out of a total payroll budget of $3.26M.

¢ The Water Treatment Chemical budget number was increased $43,038 to $415,000 to more
accurately reflect contract increases that are anticipated to occur in 2009.

e The Professional Fees — Audit number was lowered $3,000 to $21,000 reflecting a firm
quotation received from LarsonAllen.

o There are no changes in the 2009 Capital Expenditure Budget from the December first draft.

Reflecting these changes, following is an update of the discussion items in my
previous memo, which was included in the December first draft of the Budget.



The budget was again developed using a zero-based, line-by-line process, sometimes
based on past trends, sometimes on other bases, each of which is briefly indicated beside
each line item.

The 2008 year-end information, and all comparisons to it, is now based on 12 months of
actual data. We have obviously not reflected the adjustments to those numbers that will be
made by our auditor, LarsonAllen, later this year, nor have we reflected payments that have
been made in early 2009 for purchases received in late 2008.

We have assumed water consumption will remain flat in 2009, and that sales revenue will
increase by 16% (18% rate increase minus 2% allowance for elasticity and conservation).
The projection assumes there is no net loss or gain from storm effects and normal annual
rainfall.

The 2008 Payroll budget is 102.1% of estimated actual 2008 expenditures in this category
and 98.2% of the 2008 budget. The modest increase in payroll in the 2009 budget is due to
leaving three positions vacant in 2009 which offsets most of the anticipated large health care
insurance increase and normal raise increases. The 2009 Payroli budget is based on our
long-standing (13 years +/-) salary administration system, using a cost of living (Consumer
Price Index for All Urban Consumers, or CPI-U) of 0.1%, which is the actual increase for the
12-month period ending 12/31/2008. Using the 0.1% number, the average salary increase
for 2009 is budgeted at 2.43% (ranging from 1.61% to 3.63%), including both cost of living
and merit. This compares to 2008 with an average budgeted increase of 7.28% (with 4.1%
CPI). | believe the 2.43% figure is appropriate, in light of today's terrible economy. Of
course the above figures for 2009 may change based on actual employee performance
appraisals. As is the case every year, we compared our salary increases with that of the
City of Sanibel. This fiscal year Sanibel suspended salary increases, including cost of living.

Total Employee Benefits in 2009 are projected at 113.2% of estimated actual 2008
expenditures, and 103.2% of the 2008 budgeted amount. This increase is a result of the
normal factors of increasing salaries (and benefits tied directly to salary) and the never-
ending increases in health insurance premiums (estimated at 20% in 2009).

2009 expenditures for electricity are estimated to be 99.9% of year-end 2008 and 91.3% of
the 2008 budget. This aspect of the budget is primarily based on projected water sales, and
this year we have assumed that LCEC will not implement any additional rate hikes due to
decreasing energy costs.

Total O&M Service and Supply expenditures in 2009 are estimated at 107.7% of actual
2008. The 2009 budget for this category is 93.0% of the 2008 budget.

Total Operations and Maintenance (O&M) expenditures in 2009 are estimated at 105.0% of
actual 2008 (96.3% of 2008 Budget).

The 2009 Capital expenditures are budgeted at $674,500. This number is considerably
below the $1.5M average we have spent over the last five years and below the $1.2M that
would match our annual depreciation amount. $674,500 is consistent with the recent 18%
rate request approved by Sanibel City Council. The low capital number is not acceptable
over the long term. Hopefully, the economy will recover soon and we can resume a normal
capital replacement schedule.



Overall, | estimate that we will spend $6.38M next year, with an income of $6.46M. Our
projected year-end cash reserves should remain at $5.16M which is above our Board
approved minimum reserve limit of $4.05M (8 months of 2009 budgeted sales).

The membrane reserve fund will be $396,000, at the end of 2009. Membranes in Train A-D
are over seven years old. Trains E & F are five years old. The membranes are current
technology and efficient and do not need to be replaced unless more efficient or higher
capacity units are introduced. We are not experiencing any failures or fouling which would
also accelerate our replacement schedule. A reserve allowance of $500,000 is included to
cover possible injection well abandonment, as required by FDEP. CoBank's required debt
service reserves remain at $600,000. After all these required reserves, the balance after
reserves is estimated at $3.7M at the end of 2009. Of course, all of these individual reserve
account amounts only exist on paper, and they are in fact commingled in our Merrill Lynch
account with our overall reserve funds.

Please feel free to call me if you need any further explanation of any aspect of this budget

in advance of February’s meeting.

*
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9 ) B

2004 2005 2006 2007 2008 2008 % YRENDIS 2009 BUDGET % 09 BUD IS % 09 BUD IS 2009 BUDGETING

*** REVENUES *** ACTUAL  ACTUAL ACTUAL ACTUAL BUDGET YEAREND TO 08 BUD BUDGET BY  TO 08 BUD TO 08 YR ENI METHOD BASED ON:
METERED WATER SALES 000-301-01-00 5448819 5205860  5.835,367 6,013,302 5,700,000 5,218,307 91.5%[ 6,060,000 WEI 106.3% 116.1% Projected 2008 * 18%
OTHER WATER SALES 000-301-02-00 0 0 26,820 32,030 28,000 14,767 52.7% 20.000 WEI 71.4% 135.4% Same as 2008 budget
INTEREST INCOME 000-305-01-00 56,786 101,333 243,023 256,807 245000 191,839 78.3%| 200.000] DFD 81.6% 104.3% Calculated
FINES & RECONNECTS 000-311-01-00 2,879 3.887 5,240 5.156 5,000 4,727 94.5% 5.000 WEI 100.0% 105.8% Same as 2008 budget
LEASE PROCEEDS (CITY OF SANIBEL) 000-391-02-00 7.688 7.918 8.203 8,400 8.500 8.736 102.8% 8.600] wel 101.2% 0.0%| City Contract Last Yr + 2.1% CPI
LOAN PROCEEDS 000-391-03-00 0 0.0% 0 WEI 0.0% 0.0% No new 1200 antitipated
SALE OF ASSETS 000-391-04-00 13,183 0 5,900 0 0 0 0.0% ol we 0.0% 0.0% No osset sales anticipated
PROJECT REIMBURSEMENT 000-391-05-00 (3.560) 63,941 0 8,500 0 117.786 0.0% 0 WEI 0.0% 0.0% No proj feimb anticipated
OTHER INCOME 000-391-01-00  383.798 78,107 67,506 47,704 67,000  37.753 56.3%|  50,000] WEI 74.6% 132.4% Calculated

5909593  5461,046 6,192,150 6,371,099 6,053,500 5,593.915 92.4% 6,343,600 104.8% 113.4%

CONNECTION FEES 000-295-01-00  221.809 243,250 164.660  155.844  160.000  110.703 69.2%[ 120.000] WE! 75.0% 108.4% 2008-10000%
TOTAL REVENUES 6.131.402  5.704,296  6.356.810 6,527.843 6.213.500 5.704.618 91.8% 6,463,600 104.0% 133%

3 ACCT200901 xisx 112872009
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2004 2005 2006 2007 2008 2008 % YRENDIS 2009 BUDGET % 09 BUD IS % 09 BUD IS 2008 BUDGETING

*** R.0. PLANT *** ACTUAL  ACTUAL ACTUAL ACTUAL BUDGET YEAREND TO'08 BUD BUDGET BY TO 08 BUD TO 08 YR EN( METHOD BASED ON:
PAYROLL-SUPERVISION 200-501-10-01 153,892 167,887 161,132 181,039 192,706 192,217 99.7%[ 204,910 wel 106.3% 106.6% On an individua basis
PAYROLL-LABOR 200-501-10-02 432,037 462,088 506,671 515668 578,340 536,497 92.8%| 565.356] WE! 97.8% 105.4% On an individual basis
TRAVEL-TRAINING & CONF. 200-501-10-15 13,237 8,657 6.323 6,143 10,027 5,524 55.1% 3.500] PMN 34.9% 63.4% 3 year average
TRAVEL-MILEAGE & TOLLS 200-501-10-16 10,890 7.102 9,231 7.877 12,000 7.424 61.9% 6.000] PMN 50.0% 80.8%] Transponder 20@400 2K (Education
OVERTIME PAY 200-501-10-17 68,329 47.577 43770 56,380 53,261 60,394 113.4%[ 52177 wel 98.0% 86.4% On an indidual basis
ELECTRICITY 200-501-10-34 252,712 290,993 355183 374,641 372,300 328,182 88.1%| 325.100] PMN 87.3% 99.1% Calcutated
WATER ANALYS. & LAB SUPPL. 200-501-10-55 26,200 26,166 23429 26,885 33000 32619 98.8%| 32.190| PMN 97.5% 98.7% Year end
FILTERS 200-501-10-56 8,154 3,003 3.086 3,064 3,000 3,556 118.5% 3.000] PMN 100.0% 84.4% Same as 2008
WATER TREATMENT CHEMICALS 200-501-10-57  207.546 284,750 373491 398405 429,391 373,008 86.9%| 415000] PMN 96.6% 111.3% Bame as 2008+ known increase/decreass
AUX. ENGINE FUEL 200-501-10-62 17.364 12,516 7,096 10661 13531 17,107 126.4%|  10,000] PMN 73.9% 56.5% Year end
SAFETY EQUIP. & UNIFORMS 200-501-10-65 5.309 11,381 10,140 9,197 10,595 10,572 99.8%[ 11,950 PWMN 112.8% 113.0% Calculated
VEHICLE EXPENSE . FUEL 200-501-10-82 2.921 2,079 1,302 1,522 2,223 1615 72.7% 1566 PMN 70.4% 96.9% Year end
PERMITS & GOV REG 200-501-10-91 3.932 4458 21877 16,069 7.720 6.410 83.0% 3.500] PMN 45.3% 54.6% Year nd + permits (2008}
CONTRACT SERVICES 200.501-20-14 12,391 5.036 4.057 7.705 8.422 8,036 95.4% 6.971] PMN 82.8% 86.7% 3 year average
SUPPLIES 200-501-20-31 58,220 46,144 44576 57,101 53329 33,343 62.5%| 36.000] PMN 67.5% 108.0% 3 year average
EMPLOYEE BENEFTIS-FICA 200-501-30-05 48.046 49,365 53026 55563 62782  57.666 91.9%|  62527| wel 99.6% 108.4% On an indgual basis
EMPLOYEE BENEFITS-FUTA 200-501-30-06 810 728 784 784 728 745 102.3% 672 Wel 92.3% 90.2% On an indivdual basis
EMPL. BNFTS.-STATE UNEMP. 200-501-30-07 502 437 470 444 91 93 102.3% 101 WweEl 111.0% 108.5% On an individual basic
EMPL. BNFTS.-PENSION 200-501-30-08 100,104 104,207 115,737 112,715 132,876 121,922 91.8%[ 125413] WeEl 94.4% 102.9% On an individua! basis
EMPL. BNFTS-INSURANCE 200.501.30-09  109.757 128,218 131,684  159.288 203780  188.450 92.5%| 235.619] WwEIl 115.6% 125.0% On on individual basis
EMPL. BNFTS.-WORKERS COMP 200-501-30-11 39,766 41,966 41795 43504 50,233 43,169 85.9%| 42356 we 84.3% 98.1% On an mdwidua! basis
TOTAL R.O. PLANT 15721418 1,704,757  1,915761 2,044,644 2.230.335 2028662 91.0% 2.143,908 96.1% 105.7%

ACCT200901 xisx 172872009
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3 ) )

2004 2005 2006 2007 2008 2008 % YRENDIS 2009 BUDGET % 09 BUD IS % 09 BUD IS 2009 BUDGETING

*** DISTRIBUTION DEPARTMENT *** | ACTUAL  ACTUAL ACTUAL ACTUAL BUDGET YEAREND TO'08BUD BUDGET BY  TO 08 BUD TO 08 YR EN{ METHOD BASED ON:
OVERTIME PAY 600-501-10-17 59.945 19,972 17,857 10,997 4716 12485 264.7% 3999 wel 84.8% 32.0% On an indwidual bas:s
CALL IN PAY 600-501-10-18 2,310 1,180 1.100 1,350 344 1.340 389.5% 1,300] JHS 377.9% 97.0% On an indrdual basis
SERVICES, MAINS, PARTS 600-501-10-32 168,452 70,030 93,308 114,491 100,000 77,849 77.8%| 90,000 JHS 90.0% 115.6% 3 year average
PAYROLL-SUPERVISION 600-501-20-01 68,697 72,624 79,254 86,437 92,886 92,250 99.3% 97,824 WEI 105.3% 106.0% On an individual basis
PAYROLL-LABOR 600-501-20-02 300,406 321,611 349,467 362,686 367,464 341,665 93.0%| 311.875] wel 84.9% 91.3% On an individuat basis
CONTRACT SERVICES 600-501.20-14 16,387 24,716 21,536 17,337 25,000 11,121 44.5% 16.000 JHS 64.0% 143.9% Past trend
TRAVEL-TRAINING & CONF. 600-501-20-15 1,617 2,960 5,369 6.162 5,000 2.597 51.9% 3.000] JHS 60.0% 115.5% Past trend
TRAVEL-MILEAGE & TOLLS 600-501-20-16 6.436 5,046 4,816 6.068 6,000 5,981 99.7% 6.000] JHS 100.0% 100.3% Past treng
SUPPLIES 600-501-20-31 3,301 3,536 2,566 2,864 5.000 4,435 88.7% 3.500] JHS 70.0% 78.9% Past trend
SAFTEY EQUIP. & UNIFORMS 600-501-20-65 5,575 4,450 4,358 5.241 5,500 5,169 94.0% 5500] JHS 100.0% 106.4% Past trend
SMALL HAND TOOLS 600-501-20-66 2,359 2,957 1,439 4,038 3,500 1,665 47.6% 3,000 JHS 85.7% 180.2% Past trend
VEHICLE EXPENSE-FUEL 600-501-20-82 14,143 22,828 19,885 24,087 30,000 24,282 80.9%| 25.000| JHS 83.3% 103.0% Sarme as 2008 - 7%
EMPLOYEE BENEFTIS-FICA 600-501-30-05 31,974 30,286 32805 33425 35578 32262 90.7%| 31747 WEI 89.2% 98.4% On 27 individua! basis
EMPLOYEE BENEFITS-FUTA 600-501-30-06 422 448 497 448 448 480 107.2% 392 WEI 87.5% 81.6% On an individua! basis
EMPL. BNFTS.-STATE UNEMP. 600-501-30.07 308 269 288 282 56 60 107.2% 59] WEI 105.4% 98.3% On an indwdual basss
EMPL. BNFTS.-PENSION 600-501-30-08 74,146 65.654 74235 73772 73846  63.566 86.1%| 63.255| WEI 85.7% 99.5% On on individual basrs
EMPL. BNFTS-INSURANCE 600-501-30-09 78,590 88,868 95765 115361 135546 133,629 98.6%| 155.240] WEI 114.5% 116.2% On an mdivduat basis
EMPL. BNFTS.-WORKERS COMP 600-501-30-11 26,529 26.177 26,226 26656 28341  24.489 86.4%[  21.372| WEI 75.4% 87.3% On an individual basis
TOTAL DISTRIBUTION DEPARTMENT 861,598 763,612 830,771 891,701 919,225 835,325 90.9% 839,083 91.3% 100.4%
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