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Rick Harrington, Lompico CWD Board Memberg , p
Lois Henry, Lompico CWD Board President 
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DEFERRED MAINTENANCE
INSUFFICIENT RESOURCES INSUFFICIENT RESOURCES

• Unable to meet maximum day demand 
• All 6 tanks are in poor condition and need 
replacementp

• Need to exercise valves, flush dead ends, and  
install remote controlsinstall remote controls

• Increase monitoring and treat 2 wells for iron and 
manganese 

• Inadequate management and financial reserves
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EMERGENCY INTERTIEEMERGENCY INTERTIE

• Completed• Completed
• For emergency use
• “At some point, you can't keep putting 
Band Aids on trauma wounds ”Band‐Aids on trauma wounds.
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REJECTED OPTIONSREJECTED OPTIONS
• County of Santa CruzCounty of Santa Cruz
• Scotts Valley Water District
• City of Santa Cruz Water Department• City of Santa Cruz Water Department
• Private Water Company
M t A t• Management Agreement 
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ASSUMPTIONS FOR 
INDEPENDENT

R i i d d• Remain an independent agency
• Pursue general plan to improvePursue general plan to improve 
infrastructure on a pay‐as‐you‐go basis
Hi f ll i l• Hire a full‐time general manager

• Pay off debts on schedulePay off debts on schedule
• Incur no major unexpected costs
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P t 4% f t t l b d t i t h• Put 4% of total budget into reserve each 
year until reserve reaches four months of 
operations and maintenance costs

• Assume an inflation rate of 3% for• Assume an inflation rate of 3% for 
operations, maintenance, and 
administrative expenses

• Increase rates in 2014 to operate with aIncrease rates in 2014 to operate with a 
balanced budget over the next five years
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ASSUMPTIONS FOR MERGER
• Lompicans would be required to pass a bond
that generates $2.75 million for SLVWD tothat generates $2.75 million for SLVWD to 
spend fixing infrastructure

• Lompicans would pay an extra charge on the 
water bill for five years to cover the difference 
between the estimated SLVWD revenues from 
Lompico and the SLVWD expenses in Lompico

• LCWD would pay off the short‐term CALPERS 
side fund loan from SLVWD prior to merger
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COMPARISON OF CAPITAL IMPROVEMENT PROGRAMS 
UNDER INDEPENDENT LOMPICO AND MERGER SCENARIOS 

                 FIVE FISCAL YEARS BEGINNING ON JULY 1, 2014 AND ENDING ON JUNE 30, 2019 

  INDEPENDENT MERGER
Sources  Minor improvements to wells and 

creek intake
Included in maintenance

creek intake
Do not meet CDPH flow requirement 
 

Treatment  $77,000 of plant improvements $77,000  of plant improvements
 

Storage  Three tanks replaced
 

All six tanks replaced

Distribution  $348,100 spent
70% on meters and laterals; 30% on

$580,000 spent on replacing all meters 
and 2/3rds of laterals70% on meters and laterals; 30% on 

pump stations, gate valves, etc. 
 

and 2/3rds of laterals

SCADA  Full system installed
 

Full system installed

5‐Year 
Expenditure 

$1.11 million pay‐as‐you‐go $2.75 million paid off over 30 years
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LOMPICO CHARGELOMPICO CHARGE

Estimated expenditures for SLVWD to operate 
LompicoLompico

‐ Estimated SLVWD revenues from Lompico
_____________________________________

=  Lompico Charge
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LOMPICO CHARGE
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Explanation of Five Year Merger Pro Forma Budget
FY 14/15 to FY 18/19

• Generally a 3% annual inflation factor.
• The exceptions are:

– Rate revenues are calculated using adopted SLVWD rates.  
– Property tax revenues are calculated using a 2% annual increase.
Debts are the actual scheduled debts– Debts are the actual scheduled debts

• The Lompico charge is calculated by taking total expenditures and 
subtracting revenuesg

• 4 new field staff would need to be added, spending 70% of their time 
during the first two years of the merger in Lompico.

• As Lompico’s capital improvements are completed, SLVWD will be 
able to reduce its staff time in Lompico:  15% in year 3 (FY16/17), 10% 
in year 4 (FY 17/18), and 5% (FY 18/19).y ( / ), ( / )
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• For supplies and services, the LCWD budget for FY 13/14 was the basis.  
Most costs for FY 14/15 were carried forward unchanged. No costs were 
carried forward for elections, directors’ fees, audit fees, or management 
services Equipment maintenance was cut from $20 000 to $10 000 andservices.  Equipment maintenance was cut from $20,000 to $10,000 and 
facilities maintenance was cut from $78,500 to $40,000 because LCWD 
doesn’t have a capital improvement account and is funding their capital 
repairs using these line items.  The amounts used in the pro forma 

i d d irepresent on‐going, standard maintenance costs.

• Capital improvements, including engineering and contingencies, will be paid 
from the CFD bond funds and are not included in the pro forma operatingfrom the CFD bond funds, and are not included in the pro forma operating 
budget.  The bond proceeds will provide $2.75 million to SLVWD for 
Lompico infrastructure improvements.  The bond payments will be made on 
the County property tax bills and are level over 30 years.

• The Lompico charge is converted to monthly per‐customer amounts by 
taking the annual amount and dividing it by 5904, which is 492 (the number 
of Lompico connections using the SLVWD billing system) times 12 monthsof Lompico connections using the SLVWD billing system) times 12 months. 

• LCWD bills bi‐monthly.  Total per connection bi‐monthly costs are shown so 
that Lompico customers can estimate their total water costs, which include 
water bills and the CFD bond payments that are collected on the County 
property taxes.
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DETAILED LINE ITEM BUDGET

A detailed five‐year line item budget 
of the estimated expenditures and 

revenues is available from the SLVWD 
office, or online at www.slvwd.com
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SLVWD STAFFING LOMPICOSLVWD STAFFING LOMPICO
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Lompico County Water District

General Fund Expenditures for Existing Debt

Safe Drinking 
Water State 

R l i F d

Personnel  
Settlement

PERS Side Fund 
Loan (i)

TOTAL FOR 
MERGER

TOTAL FOR 
INDEPENDENT

p g

Revolving Fund 
Loan

FY 14‐15 $7 247 $20 068 $58 284 $27 315 $85 599FY 14 15 $7,247
(ii) 

$20,068 $58,284 $27,315 $85,599

FY 15‐16 $0
(iii)

$20,068 $9,714 $20,068 $29,782

FY 16‐17 $0 $0 $0 $0 $0

FY 17‐18 $0 $0 $0 $0 $0

FY 18‐19 $0 $0 $0 $0 $0

(i) Only due in Independent model.  Will be paid off prior to merger under Merger model.

(ii) $12,305 is due, but County Auditor will disburse $5,058 of reserve fund. District will need to use $7,247 
from general fund.

20

from general fund.

(iii) County Auditor will disburse $7,247 from reserve fund. No additional money needed from the general 
fund.



THE BOND
• The bond would be paid for through a 
Community Facilities DistrictCommunity Facilities District 

• Same as Felton’s acquisition of the water 
f l fsystem from California‐American Water Co.

• County would sponsor and lend their good 
name

• County and Districts would enter agreement y g
specifying how proceeds will be spent

• Needs 2/3rds vote in Lompico to passNeeds 2/3rds vote in Lompico to pass
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CONDITIONSCONDITIONS

$2 75 illi b d• $2.75 million bond
• Bond oversight committeeBond oversight committee
• PERS side fund loan payback
• Lompico charge

26



27



QUESTIONS?QUESTIONS?

28



DECEMBER 4 
BACKGROUNDBACKGROUND 
INFORMATIONINFORMATION

Note that the following documents were presented at theNote that the following documents were presented at the 
December 4, 2013 meeting.  Some of the information has 

been updated, revised, or reformatted in the newer 
information  presented in the previous section.p p
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LOMPICO COUNTY WATER DISTRICT
INDEPENDENT FIVE YEAR BUDGET PROJECTION 2014/15 2015/16 2016/17 2017/18 2018/19
OPERATIONS AND MAINTENANCE (O&M) EXPENSES

1 Salaries and Benefits 359,000 369,770 380,863 392,289 404,058
2 Contract Operation and Maintenance 75 000 77 250 79 568 81 955 84 4132 Contract Operation and Maintenance 75,000 77,250 79,568 81,955 84,413
3 Power and Other Utilities 45,000 46,350 47,741 49,173 50,648
4 Regulatory Fees 1,500 1,545 1,591 1,639 1,688
5 Treatment Chemicals 26,000 26,780 27,583 28,411 29,263
6 Structure and Road Maintenance 13,000 13,390 13,792 14,205 14,632
7 Professional Audit Services 28 000 28 840 29 705 30 596 31 5147 Professional Audit Services 28,000 28,840 29,705 30,596 31,514
8 Transportation 8,000 8,240 8,487 8,742 9,004
9 Materials, Supplies, and Parts 3,000 3,090 3,183 3,278 3,377
10 Office Supplies 7,000 7,210 7,426 7,649 7,879
11 Miscellaneous: Director Fees, Membership, Training 10,000 10,300 10,609 10,927 11,255

12 SUB‐TOTAL OPERATIONS AND MANAGEMENT EXPENSES 575,500 592,765 610,548 628,864 647,730

GENERAL AND ADMINISTRATIVE EXPENSES
13 Insurance 9,000 9,627 9,916 10,214 10,520

k14 Truck 0 0 35,000 0 0
15 Computer, Software, and Training 0 0 9,000 0 0
16 New Funding Project Costs (General Plan) 211,100 234,200 216,500 229,100 240,000
17 Long‐Term Debt Service 32,255 33,255 7,399 0 0
18 Short‐Term Loan to Pay Off CalPERS Side Fund 58,283 9,714 0 0 0
19 General Reserve 37,756 37,912 37,524 37,501 38,365
20 Engineering and Professional Services Not in Gen. Plan 20,000 20,600 21,218 21,855 22,510
21 Replacement Well 0 0 0 0 0
22 Capital Reserve 0 0 0 0 0
23 Intertie with SLVWD 0 0 0 0 0
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24 SUB‐TOTAL GENERAL AND ADMINISTRATIVE EXPENSES 368,394 345,308 327,557 308,670 311,395
25 TOTAL EXPENSES 943,894 938,073 938,105 937,534 959,125



LOMPICO COUNTY WATER DISTRICT
INDEPENDENT FIVE YEAR BUDGETINDEPENDENT FIVE YEAR BUDGET 
PROJECTION

REVENUE 2014/15 2015/16 2016/17 2017/18 2018/19

a Water Revenues  (Adopted LCWD Rates) 489,700 514,185 514,185 514,185 514,185

b Fees and Services 5,425 5,588 5,755 5,928 6,106

H k Ch 1 500 1 545 1 591 1 639 1 688c Hookup Charges 1,500 1,545 1,591 1,639 1,688

d Other Sources: Property Taxes, Interest 54,300 55,929 57,607 59,335 61,115

e Revenue before Future Rate Increase 550,925 577,247 579,139 581,087 583,094

f New Revenues from Future Rate Increase 392,969 360,826 358,966 356,447 376,031

g TOTAL REVENUES 943,894 938,073 938,105 937,534 959,125
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Completed by Task

INDEPENDENT LOMPICO         CAPITAL IMPROVEMENT PLAN

Item
Completed by 
July 1, 2014

Task 
Cost

2013/14 2014/15 2015/16 2016/17 2017/18 2018/19
Well #1  1,300 1,300
Well # 5 125 11,700 11,700
Well #6 standby 3 500 1 000 11 000 12 000

Pro Forma Years

Well #6‐‐standby 3,500 1,000 11,000 12,000
Well #7A 14,200 14,200
Lompico Creek 14,000 14,000
Lewis Treatment Plant 60,000 60,000
Mill Creek Treatment Plant 81,100
Mill C k Cl W ll 17 000 17 000Mill Creek Clear Well 17,000 17,000
Lewis Tank #1‐‐Lower 156,500 156,500
Lewis Tank #2‐‐Upper 120,000 120,000
Kaski Tank #1‐‐South 120,000 120,000
Kaski Tank #2‐‐North 0
Madrone Tank #1 0
Madrone Tank #2 0
Supplemental Supply (well) 0
Intertie 0
Booster Pump Station 750 10,500 10,500
Pressure Reducing Stations 7,600 7,600
Replace Laterals/Meters 244,000 244,000
Air Relief Valves 20,000 20,000
Gate Valves 66,000 66,000
SCADA  100,000 100,000 200,000
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Back‐Up Generator(s) 40,000 40,000
FIVE YEAR TOTAL 211,100 234,200 216,500 229,100 240,000 1,114,800
AVERAGE YEARLY COST OF 
PRO FORMA 222,960



$120

GRADUATED BOND PAYMENTS
CONVERTED TO BI‐MONTHLY
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CAPITAL FINANCING OPTIONS

Options  Improvements 
Needed

 
Finance Plan  Annual Cost  Bi‐Monthly 

ComparisonNeeded Comparison

Original Estimate: 
 

Lompico Water District 
 

Deferred Major 
Maintenance $1.4 

million plus 
Emergency Intertie 

with SLVWD

Create CFD for 
improvements 
and use grant 
funds for 
intertie

$131,000  $45 

with SLVWD intertie
Current Options with 

Alternatives:         

Independent Lompico

Deferred Major 
Maintenance $1.4 

illi

Pay as you go 
for 6‐7 years – 

j t $211,000 $71p p million
No Intertie 

major rate 
increase 

$ , $

Lompico merges  
with SLVWD and creates a 

Community Facilities 
Di i (CFD) fi

Deferred Major 
Maintenance $1.4 
+ Intertie $1.3

Create CFD to 
finance all 

improvements –

$238,000 or 
restructured for 
less in the early 

@ $109 000

$80 
 OR 

($36 i iDistrict (CFD) to finance 
improvements 

 

 Intertie $1.3 
Million for $2.75 

Million 

improvements   
some rate 

increase needed 

years @ $109,000 
escalating to 
$295,000

($36 increasing to 
$100)              

Lompico merges  
with SLVWD and creates a 

Community Facilities

Deferred Major 
Maintenance $1.4 
Seek possible

Create CFD to 
finance 

improvements

$131,000 or 
restructured for 
less in the early

$45 
ORCommunity Facilities 

District (CFD) to finance 
improvements w/o intertie 

and seek grant funds 

Seek possible  
Disadvantaged 
Communities  
grant funds 

improvements – 
no further rate 

increases 
initially 

less in the early 
years @ $62,000 
escalating to 
$162,000  

OR
($21 increasing to 

$55)               

34



CONDITIONSCONDITIONS
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BOND
Prior to the filing of the Certificate of Completion, a Community 
Facilities District bond or similar revenue instrument shall be 
passed by the voters and/or property owners of the Lompico 

$service area so that proceeds not greater than $2.75 million will go 
to the San Lorenzo Valley Water District (SLVWD) for the purposes 
of infrastructure improvements solely for the benefit of theof infrastructure improvements solely for the benefit of the 
Lompico service area.  If a grant or other source of funds can be 
secured to make infrastructure improvements that are programmedsecured to make infrastructure improvements that are programmed 
to be included in the not‐to‐exceed $2.75 million of bond proceeds, 
or if the costs of the programmed improvements are lower, the 
amount of the bond proceeds can be a lesser amount if authorized in 
writing by the San Lorenzo Valley Water District Board  following 
consideration of the reduction at a public meeting of that board.
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BOND OVERSIGHT COMMITTEEBOND OVERSIGHT COMMITTEE

Upon distribution of the bond proceeds SLVWDUpon distribution of the bond proceeds, SLVWD 
shall establish a citizens’ bond oversight 

i i i f fi icommittee consisting of five Lompico water 
customers to review expenditure of the bond 
proceeds on projects that directly benefit 
LompicoLompico.
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LOAN PAYBACKLOAN PAYBACK

Prior to the filing of the Certificate of CompletionPrior to the filing of the Certificate of Completion, 
Lompico County Water District shall pay the entire 
amount due on the PERS Side Fund Loanamount due on the PERS Side Fund Loan 
Agreement that was executed on July 30, 2013 by 
and between Lompico County Water District and 
San Lorenzo Valley Water District.

38



LOMPICO CHARGE
SLVWD shall bill the Lompico customers of SLVWD the sameSLVWD shall bill the Lompico customers of SLVWD the same 
rates as the other customers within SLVWD.  However, prior to 
filing of the Certificate of Completion, in order to cover the 
diff b t SLVWD’ ti t d ll t d idifference between SLVWD’s estimated revenues collected in 
Lompico and SLVWD’s estimated operating costs in Lompico, 
Lompico County Water District shall enact a reduction in their 
water rates, effective only upon the reorganization, so that 
$140,000 in excess of the amount generated by SLVWD rates 
would be collected in the first year following the effective date ofwould be collected in the first year following the effective date of 
the reorganization.  LAFCO shall authorize SLVWD to continue to 
collect these Lompico charges after the reorganization.  Prior to 
th C tifi t f C l ti b i fil d SLVWD ill d lithe Certificate of Completion being filed, SLVWD will deliver a 
letter to the LAFCO Executive Officer indicating that the charges 
adopted by the Lompico County Water District are structured in 
a manner that SLVWD is willing to implement.  The Lompico 
charges shall not exceed the following amounts:



Year Beginning Per Month
P C tiPer Connection

1    Upon the effective date of the reorganization                 $23.50

2    One year after effective date of the reorganization        $19.50y g $

3    Two years after effective date of the reorganization         $8.50

4 Three ears after effecti e date of the reorgani ation $5 504    Three years after effective date of the reorganization      $5.50

5    Four years after effective date of the reorganization        $5.50

The Lompico charges shall be phased out no later than five years after     
the effective date of the reorganization.
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