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The District views the budget as an essential tool for proper financial management.  This budget 
is developed with input from the various department levels of the organization and is adopted 
prior to the start of each fiscal year.  It is designed and presented for the general needs of the 
District, its staff, and citizens.  It is a comprehensive and balanced financial plan that features 
District services, resources and their allocation, financial policies, and other useful information 
to allow the users to gain a general understanding of the District’s financial status and future 
plans.  To help readers navigate this document, the following is a general description of each of 
the tabulated sections of the budget. 
 
Budget Foreword 
 
This introductory section contains descriptions and general information about the District, 
strategic focus areas highlighting major initiatives and accomplishments, and the Budget 
Calendar and Process. 
 
Policies 
 
This section includes a summary of the District’s financial policies and practices, including the 
Reserve Policy, Investment Policy, and Debt Policy. 
 
History and Community Profile 
 
Included in this section is the history of the District, along with the current and future economic 
conditions and projections.  It also includes statistics on the District’s customers, the region’s tax 
base, and rainfall.    
 
Financial Summaries 
 
This section contains an overview of the District’s revenues and expenditures by fund for the 
current budgeted fiscal year and prior two years’ actual and estimated amounts.  It includes a 
description of each of the revenue and expense categories as well as charts depicting their 
relationships.   
 
Five-Year Forecast 
 
The District prepares a comprehensive Rate Model each year based on budget input, trends, new 
programs, and requirements.  Estimates are made of cost increases, rate increases, targeted fund 
balances, capital needs, and debt requirements.  Analysis for the current budget year plus five 
subsequent years is conducted and a five-year forecast is prepared based on the Rate Model 
results. 
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Revenues and Expenditures   
 
The District budgets revenues and expenditures by Potable, Recycled, and Sewer Systems.  
General revenues and expenditures that are not specific to one system or department are 
budgeted in General Revenues and Expenses section.  An allocation of overhead type costs is 
made to equitably spread the cost of running the District among the various business segments. 
 
Departmental Operating Budget 
 
This section provides a summary of each department’s operating expenditures and detailed 
budget information including its mission, responsibilities, three-year staffing, performance 
indicators, accomplishments, and goals.  Also provided are graphical presentations of 
departmental budget percentages to District total, as well as summary expenditure information 
by division for three fiscal years. 
 
Capital Budget 
 
An overview of the District’s Capital Improvement Program (CIP), the Water Resources Master 
Plan (WRMP), major assumptions and criteria, a five-year listing of CIP project expenditures 
and the justification and impact on the Operating Budget and capital purchases budget for the 
fiscal year are located in this section. 
 
Appendix 
 
The last section consists of a Glossary of budget and financial terms, List of Acronyms, and an 
Index. 
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Each year, the Finance Department prepares a Budget Workbook for distribution to the 
departments.  This workbook gives instructions and deadlines for each phase of the budget.  
The budget process is explained on pages 20 and 21. 

 

February 13, 2009 Chiefs submit CIP budget for New Projects and changes to existing 
projects. 

February 18, 2009 Chiefs submit request for new Personnel/Personnel Reclassifications 
and long-term staffing to Human Resources. 

February 25, 2009 Human Resources Department (HR) to complete preliminary review 
of new Personnel and Personnel Reclassification request. 

March 2, 2009 

Each department submits the following items: 
• Operating and administrative budget 
• Capital purchases and justification 
• Labor Budget Worksheet 

March 4, 2009 Human Resources to review new personnel and reclassification 
requests with General Manager. 

March 9, 2009  Finance Department reviews Operating Budget and performs 
Reconciliation with departments. 

March 11, 2009 Chiefs submit GM approved Personnel Requests and Request for 
Reclassification; and Position Analysis Questionnaire forms to HR.  

April 21, 2009 Finance reviews assumptions and rates with Chiefs, AGMs and GM. 

April 24, 2009 General Manager reviews Preliminary Budget. 

May 13, 2009 
Finance reviews Department Operating Budgets with GM and 
AGMs, and reviews department preliminary CIP budget with Chief 
of Engineering. 

     Budget Calendar 
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May 13, 2009 Practice run of budget presentation with Finance, Chiefs, AGMs and 
GM. 

May 20, 2009 Finance reviews personnel costs with Chiefs, AGMs and GM. 

May 21, 2009 Public Workshop – Adopt FY 2009-10 Operating and Capital 
Budgets. 

July 9, 2009 Mail Proposition 218 Notices.  

August 24, 2009 Proposition 218 Hearing. 
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The District has integrated the Capital Improvement Program (CIP) Budget and the Operating 
Budget.  These budgets are developed based on the District’s Water Resources Master Plan and 
Strategic Business Plan.  New initiatives and programs are categorized into the Balanced 
Scorecard perspectives.  Appropriate budget amounts are determined by using the historical data 
of operations, growth, developers’ input, SANDAG projections, and economic outlook.  The 
District is accounted for and budgeted on an enterprise basis and conforms to the guidelines of 
Generally Accepted Accounting Principles (GAAP). 
 
To assure reliable, high-quality service to the growing customer base, the District has committed 
to a number of long-range strategies that drive the budgeting process.  The strategies and 
assumptions used to develop the District’s integrated budget are: 
 

• an average projected long-term growth rate of 1.7%  
• pass-through rate increases for costs imposed on the District by the wholesale 

water providers 
• accurate projections of capital budget needs (including replacement needs) 
• reserve funding in accordance with the Reserve Policy to meet future growth 

demands and maintain financial stability 
• funding of the Strategic Plan initiatives as categorized into the Balanced 

Scorecard perspectives 
• avoid rate spikes by leveling rate increases over a six-year period  

 
Each year, the Finance Department prepares a Budget Workbook for distribution to the 
departments.  This workbook gives instructions to departments on how to budget for positions, 
administrative, and materials expenses.  Included in this workbook are historical trends, 
assumptions, and training on how to enter the expense data into the District budget system.   
 
Administrative and Materials Expenses are entered into the budget system by individual 
requests.  These requests are compared to last year’s budget and expenses to determine 
reasonableness by the Finance Department.  New or large increases in costs are supported by 
explanations for these costs and presented to the General Manager and the Board of Directors 
prior to adopting the budget.  
 
The budgeting of salaries and benefits is performed in the position budgeting module of the 
budget system.  This tool allows the District to budget for each authorized position and the 
associated benefits in an automated fashion.  Departments submit requests for new positions, 
reclassifications, or advancements to the Assistant General Managers.  These requests are 
reviewed by the Assistant General Managers and then presented to the General Manager for 
approval.  Upon their approval, the Finance Department enters these changes, as well as 
negotiated pay increases and benefit rate changes, into the position budget system.  Position 
budgeting calculates the salaries and benefits to be included in the District’s budget. 

    Budget Process 
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The Finance Department prepares the budget for the Potable, Recycled, and Sewer Systems 
based on estimated cost increases from the District’s wholesale water providers as well as 
estimated sewer charge increases provided by the City of San Diego.  Other significant factors in 
the budget development include projected growth in customer accounts and weather.  
Additionally, all general revenue and expense budgets are calculated using trend analysis and 
any external factors that may affect these items. 
 
The Engineering Department issues budget instructions for the CIP budget process.   Each 
project manager receives a report of year-to-date project expenses and then estimates cost to the 
end of the fiscal year.  They also project future costs to complete the project.  Costs are adjusted 
for scope changes as well as construction cost increases.  Engineering then compiles the CIP 
Budget and submits it to the Assistant General Managers and the General Manager for review 
prior to presentation to the Board of Directors.   
 
Once all of these budgets have been calculated, the Finance Department inputs all of the 
operating revenues and expenses, CIP expenses, reserve funding, and reserve levels into the 
District’s Rate Model.  Inflators for cost and volume are input into the Rate Model to project the 
next five years of revenue and expenses.  Rates are then set for the current fiscal year, plus five 
subsequent years, such that all financial targets are met.  Using this comprehensive modeling 
tool, the District is able to smooth future rate increases, determine when debt should be issued, 
and maintain all of the reserve levels in accordance with the Reserve Policy. 
 
The District has a three year Strategic Plan, and each year in the spring, the portion of the plan 
that pertains to the upcoming fiscal year is presented to the Board of Directors for review and 
direction.  This is followed by a coordinated presentation of the budget by all departments, to the 
Board of Directors for their approval at a special budget workshop in May.  The review of 
Strategic Plan and the adoption budget on an annual basis gives the District its direction for the 
following fiscal year.  
 
During the year, each department receives monthly budget and cost reports that are essential to 
monitor and control costs.  As events occur or conditions change, modifications to or deviations 
from the original budget may be necessary.  In the event the General Manager determines that an 
emergency exists which requires immediate action, he may transfer appropriation within the 
budget allocations, or request that the Board of Directors increase the current budgeted funds.   
 
Due to the size of the District’s CIP, a separate budget book has been prepared outlining in detail 
the projects and expenditures required to ultimate build-out.  A synopsis of the CIP may be 
found under the Capital Budget section of this report.  As part of the integrated budget, capital 
purchases have been included within the CIP Budget. 
 
The Budget Report is intended as a financial guide and may be modified by the Board of 
Directors during Fiscal Year 2010. 
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The District utilizes the accrual basis for budget and accounting, recognizing revenues and 
expenses in the period in which they are earned and incurred, respectively.  The District reports 
its activities on an enterprise basis, which is used to account for operations that are financed and 
operated in a manner similar to a private business enterprise.  The intent of the District is that the 
costs (including replacement cost of existing assets) of providing goods or services to the general 
public on a continuing basis, be financed or recovered primarily through user charges.  
 
 
 

Budget Basis 
 

1296-3 Reservoir, July 2009 

22



23




