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InterOffice Memo
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January 26, 2010

Attached is a copy of the 2010 Budget, as approved by you on January 26, 2010. 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.

2010 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:

The 2009 year end 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, 2009. The updated
number is 2.7% which is up significantly from last year's 0.1% that was used in the First
Draft budget numbers. In the First Draft payroll, we inadvertently left the 27 pay periods
that occurred in 2009 in the calculations, resulting in an estimate that was 4% too high.
Removing the extra pay period and adding $20,000 to cover beginning of the year sick
time payouts results in a net decrease of 0.6% or $18,865, resulting in a total
payroll/benefits budget of $3.172M.



¢ Capital numbers changed as follows:

¢ Well Line Replacement (900-501-60-02) decreased from $480,000 to $310,000
based on new quotes.

e RO Plant Improvements (900-501-60-07) increased $6,000 to $50,000 to include the
modification to the seal glands on the three new transfer pumps to provide improved
seal cooling at lower RPM's.

e Blind Pass Bridge Crossing (900-501-60-10) increased from $150,000 to $200,000
based on new quotes.

* Sanibel Bayous Mains Replacement (900-501-60-14) In the First Draft Budget, this
Capital number was allotted to New Suwannee Well/Study. New Suwannee
Well/Study was moved out to 2011 to accommodate this new project. The Sanibel
Bayous HOA is preparing to repave their roads, so | am recommending we move this
project to this year ahead of the new pavement (see separate Sanibel Bayous
memo).

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

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

2009 Year End - The 2009 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 2010 for purchases received in late 2009.

Water Sales - We have assumed water consumption will remain flat in 2010. The projection
assumes there is no net loss or gain from storm effects and normal annual rainfall. A rate
increase will not be necessary in 2010.

Payroll - We currently have 28 positions filled which are down from 33 in 2007. The 2010
payroll budget is 99.9% of actual 2009 expenditures in this category and 98.0% of the 2009
budget. The 2010 Payroll budget is based on our long-standing salary administration
system, using a cost of living (Consumer Price Index for All Urban Consumers, or CPI-U) of
2.7%, which is the actual increase for the 12-month period ending12/31/2009.

Employee Benefits - Total Employee Benefits in 2010 are projected at 105.1% of actual
2009 expenditures, and 97.6% of the 2009 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 5% in 2010). This number
also includes retiree health benefits.

Energy Costs — 2010 expenditures for electricity are budgeted to be 101.7% of year-end
2009 and 120.7% of the 2009 budget. There was a miscalculation in the 2009 electric
budget projection which is why the 2010 budget is 20.7% higher than the 2009 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. A significant saving will
be realized from the new transfer pumps and the upcoming well line replacement. The three
old transfer pumps drew 112 KWs whereas two of the new units pumping the same amount
of water (6 trains - 3,500 GPM) run at 62KWs!!



¢ O & M Service and Supply - Total O&M Service and Supply expenditures in 2010 are
estimated at 123.2% of actual 2009 expenditures. Management changes in the Distribution
and Production Departments contributed to the lower O&M expenditures in 2009. The 2010
budget for this category is 99.6% of the 2009 budget. Total Operations and Maintenance
(O&M) expenditures in 2010 are estimated at 104.9% of actual 2009 (101.0% of 2009
Budget).

o Capital Budget - The 2010 Capital expenditures are budgeted at $1,711,500. This number
brings us back up to our annual depreciation which makes a rate increase in 2010
unnecessary.

¢ Overall, | estimate that we will spend $7.46M next year, with an income of $7.11M. Our
projected year-end cash reserves should be $5.86M which is above our Board approved
minimum reserve limit of $4.5M (8 months of 2010 budgeted sales). If all budgeted Capital
projects were completed, the reserves will decrease by $355K.

* The membrane reserve fund will be $396,000, at the end of 2010. Membranes in Train A-D
are over eight years old. Trains E & F are six 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. The balance after reserves is estimated at $4.8M at
the end of 2010. 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 January's meeting.

2010 Draft Budget memo.doc, 12/18/2009
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2009 2009 YEAR END 2010 BUDGET 2010 BUDGET
BUDGET SUMMARY & COMPARISONS 2004 2005 2006 2007 2008 ANNUAL 2009 % OVER/UNDER 2010 PER CENT OF PER CENT OF
YEAREND YEAREND YEAREND YEAREND YEAR END BUDGET YEAR END BUDGET BUDGET 2009 BUDGET 2008 YEAR ENC
Feeeees® CASH RECEIPTS ===
WATER SALES 5.448,819 5,205,860 5.862.187 6.045,332 5.233.074 6.080.000 6.459.336 6.2% 6.756.500 111.1% 104.6%
INTEREST ON INVESTMENTS 56,786 101,333 243.023 256.907 191,839 200.000 166.830 -16.6% 175.000 87.5% 104.9%
MISCELLANEOUS RECEIPTS 386,677 81.995 72.837 52,860 42,480 $5.000 42,839 -22.1% 45,000 81.8% 105.0%
LEASE PROCEEDS (CITY OF SANIBEL) 7,688 7.918 8.203 8.400 8.736 8.600 8.756 1.8% 9.000 104.7%
LOAN PROCEEDS 0 0 ]
SALE OF ASSETS 13,183 0 5,900 0 0 0 ] 0
PROJECT REIMBURSEMENT (3.560) 63.941 0 8.500 117,786 ] 0 1]
CONNECTION RECEIPTS 221,809 243,250 164.660 155,844 110.703 120.000 154.861 29.1% 120.000 100.0% 77.5%
***TOTAL CASH RECEIPTS*** 6,131,402 $,704,296 6,356,810 6,527,843 5,704,618 6,463,600 6,832,622 57% 7,105,500 109.9% 104.0%
sreneets DISBURSEMENTS **evesr
OPERATIONS & MAINTENANCE:
PAYROLL
PRODUCTION 889.087 908.442 917.704 977.599 999.920 1.039.262 1.030.000 0.9% 1.022.567 98.4% 99.3%
DISTRIBUTION 431.358 415387 447.677 461,469 447,739 414,958 448,559 8.1% 422.803 101.9% 94.3%
GENERAL SERVICE 572.600 560.049 665,485 712,222 617.870 655.912 592.764 -9.6% 623.024 95.0% 105.1%
TOTAL PAYROLL 1,893,045 1,883,877 2.030.857 2,151,291 2065529 2.110.172 2,071,323 -1.8% 2.068,3%4 98.0% 99.9%
EMPLOYEE BENEFITS 820.231 1.103.759 1.132,746 985.723 1.022.200 1.156.957 1.073.703 -7.2% 1,126.858 87.6% 105.1%
PAYROLL AND BENEFITS 2.713.277 2.987,636 3.163.612 3,137,013 3.087.729 3.267,129 3.145.026 3.7% 3.197.252 97.9% 101.7%
PROFESSIONAL FEES
LEGAL FEES 18,446 15,875 14,427 14,496 13.855 16,000 23.290 45.6% 20,000 125.0% 85.9%
AUDIT FEES 19,350 19,550 22,894 16,225 21.37% 21,000 18.250 -13.1% 21,000 100.0% 115.1%
OTHER 64.553 60.415 40.118 40.621 34,721 41,000 42,131 2.8% 43.142 105.2% 102.4%
TOTAL PROFESSIONAL FEES 102.349 956,941 77,438 71,342 69.951 78,000 83.671 7.3% 84,142 107.9% 100.6%
ELECTRICITY 384,555 429,787 530,839 548,737 499,132 498,850 $91,582 18.6% 601,900 120.7% 101.7%
TELEPHONE & ANSWERING SERVICE 42,401 45.079 45,329 46.738 47.618 47,000 44,930 -4.3% 47,000 100.0% 104.5%
O&M SERVICE AND SUPPLY
PRODUCTION 394,437 478.120 596,184 637.283 623.640 679,737 552,043 -18.8% 645,780 95.0% 117.0%
DISTRIBUTION 179.688 80,974 101.671 126.633 89,118 102.000 68,783 -326% 101,800 99.8% 148.0%
GENERAL SERVICE 105.160 81.842 95.651 88.803 98.97% 92.500 85.822 -7.2% 99.000 107.0% 115.4%
TOTAL O8M SERVICE AND SUPPLY 679.285 640.935 793.506 852719 811737 874,237 706.649 -19.2% 846.580 96.8% 119.8%
MOTOR FUELS 47.443 46.311 43.223 53.810 60.867 62,566 53,466 1.7% 65.382 124.4% 122.3%
INSURANCE 116.585 233,490 129.745 179.931 137,267 140,500 155.331 10.6% 147.190 104.8% 94.8%
POSTAL & MAILING CHARGES 18,687 19.003 20,664 21,067 23.329 24,000 22,941 -4.4% 24,000 100.0% 104 6%
TRAVEL, TRAINING, CONFERENCES 43,415 32.685 37.928 35.166 35.105 27,900 19,285 -30.8% 31,320 112.3% 162.4%
TOTAL DISBURSEMENTS FOR O8M 4,147,996 4,530,866 4,842,285 4,947,425 4,772,733 5,010,182 4,822,939 3. 7% 5,044,766 100.7% 104.6%
OTHER DISBURSEMENTS:
CAPITAL IMPROVEMENTS 1.828.000 1.185.336 623,234 2,3686.766 572.845 674,500 530,397 -21.4% 1,711,500 253.7% 322.7%
DEBT SERVICE-P &1 763.770 747.336 732721 748.362 706,771 705.000 691.610 1.9% 680.000 96.5% 96.3%
CONTINGENCY FUND 0
*** TOTAL DISBURSEMENTS 6,739,766 6,463,538 6,198,246 8,082,553 6,052,351 6,389,682 6,044,946 -7.0% 7,436,266 116.4% 123.0%

ACCT200912 1/25/2010
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2009 2010 BUDGET 2010 BUDGET
BUDGET SUMMARY & COMPARISONS 2004 2005 2006 2007 2008 ANNUAL 2009 2010 PER CENT OF PER CENT OF
YEAREND YEAREND YEAREND YEAR END YEAR END BUDGET YEAR END BUDGET 2009 BUDGET 2009 YEAR END
2009 2009 2010
Budgot Actual Budget
*** CASH POSITION REPORT *** Figures Estimates
Cosh From Previcus Year 5.464.614 5.213.294 6.000.970
Cash Received During Year 6.463.600 6.832.622 7.105.500
Total Avaitable Cash $11,928.214 $12,045,916 $13.106,470
Less Disbursements 6,389.682 6.044,946 7,436,266
Cash Balance (End of Year) $5,538.532  $6,000,970 $5.670.204 *
Required Reserves:
Debt Service 600.000 £00.000 £00.000
Total Required Reserves $600.000 $600,000 $600.000
Balance After Required Ressrves $4,938.532 $5,400,970 $5,070,204
1t i R
R.O. Membranes 382.800 382,800 396.000
tmection Well Abandonment 460.920 460,920 460.920
Reserve Fund $4,555,732 $4,557.250 $4,213,284
Balance After All Reserves 0 0 0

* Qctobor 2006 Board Approved Minimum
Reserve Limds $4.50M (8712 X Budgeted Sales)

ACCT200912 1/25/2010
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2010 BUDGETING

= REVENUES *** 2004 2005 2006 2007 2008 2009 2009 % YRENDIS 2010 BUDGEY % 10BUDIS % 10BUD IS
ACTUAL ACTUAL ACTUAL ACTUAL ACTUAL BUDGET YEAREND TO'09BUD BUDGET BY TO '09 BUD TO '09 YR ENOY METHOD BASED ON:
METERED WATER SALES 000.301-01-00 5.448.819 5,205,860 5,835,367 6,013,302 5,218,307 6,060,000 6,453,031 106.5%[ 6.750.000] WE! 111.4% 104.6% Catuated
OTHER WATER SALES 000-391-02-00 (] 0 26,820 32,030 14,767 20,000 6.304 31.5% 6.500| WEI 32.5% 103.1% Year End
INTEREST INCOME 000-395-01-00 56.786 101.333 243023 256507  191.839 200000  166.830 83.4%|  175000] OFD 87.5% 104.9% Catcufzted
FINES & RECONNECTS 000-311-01-00 2,879 3,887 5.240 5.156 arr 5,000 5.385 107.7% 5.000] WEI 100.0% 92.9% Same as 2009 budge?
LEASE PROCEEDS (CITY OF SANIBEL) 000-391-02-00 7.688 7,918 8.203 8.400 8,736 8,600 8.756 101.8% 9.000| WEI 104.7% 0.0% City Convact: Last Yr  2.1% CP
LOAN PROCEEDS 000-391-03-00 0 0.0% 0 WEI 0.0% 0.0% No naw toan anticipated
SALE OF ASSETS 000-391.04-00 13,183 0 5,800 0 0 0 0 0.0% 0] WE! 0.0% 0.0% No assel sales anboipated
PROJECT REIMBURSEMENT 000-391-05-00 {3.560) 63,941 0 8500 117,786 0 0 0.0% 0] WEl 0.0% No proj reimb anticipated
OTHER INCOME 000-391-01-00 383.798 78,107 67.596 47.704 37.753 50,000 37.454 74.9% 40,000 WEI 80.0% 106.8% Calcuiied
5,609,593 5.461,046 6,192,150 6.371.999 5,503,915 6343600 6.677.761 1053% 6.965.500 110.1% 104.6%
CONNECTION FEES 000-295-01-00 221,809 243,250 164,660 155844 110,703 120,000 154,861 129.4% [ 120.000] WEI 100.0% 77.5% Same as 2009 budget
VE| 6.131.402 5,704,295 810 6.527.843 04618 6.463,600 6,832.62 105.7%  7,105.500 108.9% 104.0%

ACCT200912 12272010
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w+ R.O. PLANT *** 2004 2005 2006 2007 2008 2009 2009 % YRENDIS 2010 BUDGET % "10BUDIS % '10 BUD IS 2010 BUDGETING

e ACTUAL ACTUAL ACTUAL ACTUAL ACTUAL BUDGET YEAREND T70°'02BUD BUDGET 8y TO ‘09 BUD TO ‘09 YR END: METHOD BASED ON:
PAYROLL-SUPERVISION 200-501-10-01 153.892 167.887 161,132 181,039 192,217 204,910 179.541 87.6% 156,410 WEI 76.3% 87.1% Cn an indrvidual basis
PAYROLL-.LABOR 200-501-10-02 432,037 462,088 506.671 515.658 536.407 565.356 578.832 102.4% §94.241 WEI 105.1% 102.7% On an individual DI
TRAVEL-TRAINING & CONF. 200-501-10-15 13,237 8,657 6,323 6.143 5,524 3.500 1.907 54.5% 3.770f PMN 107.7% 197.7% 3 year averoge
TRAVEL-MILEAGE & TOLLS 200-501-10-16 10,880 7.102 8,231 7.877 7424 6,000 5.708 95.1% 6.850] PMN 114.2% 120.0% Year end
OVERTIME PAY 200-501-10-17 68,320 47,577 43,770 56,380 60,384 52,177 53,200 102.0% 53,032] WEI 101.6% 99.7% On an individual basis
ELECTRICITY 200-501-10-34 252,712 290,993 355,183 374,641 328,182 325,100 396,180 121.9% 403,000f PMN 124.0% 101.7% Year end
WATER ANALYS. & LAB SUPPL. 200-501-10-55 26.200 26,166 23.429 26,885 32,619 32,190 35,645 110.7% 35,280] PMN 109.6% 99.0% Year end
FILTERS 200-501-10-56 8,154 3.003 3.086 3.084 3.556 3.000 1,931 64.4% 3.000] PMN 100.0% 155.3%
WATER TREATMENT CHEMICALS 200-501-10-57 207.546 284,750 373.491 398405 373,009 415000  336.327 81.0%] 365,000 PMN 88.0% 108.5%] Same as 2009+ known increascidets
AUX. ENGINE FUEL 200-501-10-62 17,364 12516 7.996 10,661 17.107 10,000 13,222 132.2% 17,000 PMN 170.0% 128.6% Same as 2008
SAFETY EQUIP. & UNIFORMS 200.501-10-65 5.309 11,381 10,140 9,197 10.572 11,950 12911 108.0% 14,000f PMN 117.2% 108.4% Year end
VEHICLE EXPENSE - FUEL 200.501-10-82 2921 2,079 1,302 1,522 1.615 1,566 1.045 66.8% 1,100] PMN 70.2% 105.2% Year end
PERMITS & GOV REG 200-501-10-91 3.932 4.458 21877 16,069 6.410 3.500 11.710 334.6% 14.000] PMN 400.0% 119.6% Year end + permits (2010)
CONTRACT SERVICES 200-501-20-14 123N 5.036 4.057 7.705 8,036 6.971 440 6.3% 7,000 PMN 100.4% 1590.9% 2 year average
SUPPLIES 200-501.20-31 58.220 46.144 44,576 57.101 33.343 36.000 40.917 113.7% 45.000{f PMN 125.0% 110.0% Year end
EMPLOYEE BENEFTISFICA 200-501-30-05 48,046 49,365 53,026 55,563 57.666 62,527 59.016 94.4% 59,503| WEI 95.2% 100.8% On an indrgual bass
EMPLOYEE BENEFITS-FUTA 200.501-30-06 810 728 784 784 745 672 672 100.0% 816] WEI 121.4% 121.4% ©On an indnidual basis
EMPL. BNFTS..STATE UNEMP. 200-501-30-07 502 a7 470 444 93 101 84 83.2% 122] WEI 120.8% 145.2% ©n an indredua) basis
EMPL. BNFTS.-PENSION 200-501-30-08 100,104 104,207 115,737 112,715 121922 125413 120,986 103.6% 126,005 WEI 100.5% 97.0% On an indiviua! basis
EMPL. BNFTS-INSURANCE 200-501-30-09 109,757 128.218 131,684 159,288 188,450 235,619 213,742 90.7% 222,848 WEI 94.6% 104.3% On an individual basss
EMPL. BNFTS.-WORKERS COMP 200-501-30-11 39,766 41.966 41.795 43.504 43.169 42,356 41.435 97.8% . WEI 95.3% 97.3% On an individual basis
TOTAL R.O. PLANT 1572,119 1,704,757 1915761 2044644 2,028,662 2,143.908 2,114,860 986% 2,168,427 101.1% 102.5%

ACCT200912 1722/2030
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. 2004 2005 2006 2007 2008 2009 2009 % YRENDIS 2010 BUDGET % ‘10 BUDIS % "10 BUDIS 2010 BUDGETING
*** MAINTENANCE DEPARTMENT *** ACTUAL ACTUAL ACTUAL ACTUAL ACTUAL BUDGET YEAREND TO'09BUD BUDGET BY T0 '09 BUD TO '09 YR END METHOD BASED ON:

OVERTIME PAY 300-501-10-17 22,292 7.469 2,569 356 166 1.215 525 43.2% 1,235 WEI 101.6% 235.3% On an indmidual basts
PAYROLL-LABOR 300-501-20-02 212,537 223.421 203.562 224,165 210,645 215,604 217.902 101.1% 217.649] WEI 100.9% 99.9% On an indivicud! basis
CONTRACT SERVICES 300-501-20-14 18,477 10,121 13,152 17,754 50,172 60,000 40.086 66.8% 50,000 JTL 83.3% 124.7% Individual basis
SUPPLIES 300-501-20-31 14471 20,820 25,747 32,081 23,930 25,000 23,014 92.1% 25.000 JTL 100.0% 108.6% Indradual basis
SAFTEY EQUIP. & UNIFORMS 300-561-20-65 1,961 2,273 1.071 2.024 823 2,000 648 32.4% 2.000 JTL 100.0% 308.6% Indrvidual bass
SMALL TOOLS 300.501.20-66 4,767 2,386 2,237 2,616 3.056 3.300 1,656 50.2% 3.000 JTL 90.9% 181.2% Individual basts
VEHICLE EXPENSE-REPAIRS 300-501-20-81 14,3686 22,979 12,086 14,775 17.458 20,000 13,110 65.6% 15.000 JTL 75.0% 114.4% Ingividudl basrs
EMPLOYEE BENEFTIS-FICA 300-501-30-05 16,489 16,421 15,414 16.461 15,146 15.705 15443 98.3% 15.828] WEI 100.8% 102.5% On an indrvwdual basis
EMPLOYEE BENEFITS-FUTA 300-501-30-06 224 224 261 280 224 168 168 100.0% 204 WE! 121.4% 121.4% On an individual basis
EMPL. BNFTS.-STATE UNEMP. 300-501-30-07 154 134 149 144 28 25 21 84.0% 31 WEI 124.0% 147 6% On an individual basis
EMPL. BNFTS.-PENSION 300-501-30-08 39.776 38,172 32,061 32,328 35.639 38,748 38.225 98.6% 38.305| WEI 98.9% 100.2% On o0 individual bases
EMPL. BNFTSINSURANCE 300-501-30-09 30,795 36.670 26.516 29,118 36.455 45.362 43,952 96.9% 44,564| WEI 98.2% 101.4% On an indvdual basis
EMPL. BNFTS..WORKERS COMP 300-501-30-11 14,330 14,319 12,373 12.967 11,541 11,166 11,117 93.6% 11,273  WEI 107.0% 107.4% On an indrvidual bass
TOTAL MAINTENANCE DEPARTMENT 390,659 385.411 347,193 385,097 405,283 438.293 405,867 926% 424,089 96.8% 104.5%

ACCT200912 1222010
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2010 BUDGETING

«+ WELLS ** 2004 2005 2006 2007 2008 2009 2009 % YRENDIS 2010
ACTUAL ACTUAL ACTUAL ACTUAL ACTUAL BUDGET YEAREND TO'09BUD BUDGET BY TO ‘09 BUD TO ‘09 YR END) METHOD BASED ON:
ELECTRICITY 500-501-10-34 120,465 125,154 160,497 158,323 153.859 155,410 175,612 113.0% 179,000 PMN 115.2% 101.9% Year end
CONTRACT SERVICES 500-501-20-14 0 780 1172 2,000 4,230 4,500 1.040 23.1% 4.500] PMN 100.0% 432.9% Same as 2009
SUPPLIES 500-501-20-31 4927 16,044 19,243 35.889 35.045 30,000 27.482 91.6% 33.000f PMN 110.0% 120.1% Yeor end
WELL ACIDIZING 500-501-20-85 0 0 16,791 4,087 14.508 15.000 0 0.0% 15.000}] PMN 100.0% Sama as 2009
TOTAL WELLS 125,393 141,978 197.704 200,299 207.642 204,810 204,134 99.6% 231,500 113.0% 113.4%

ACCT200912 172212010













































