REGIONAL WATER AUTHORITY
EXECUTIVE COMMITTEE AGENDA
June 22, 2016; 8:30 a.m.
5620 Birdcage Street, Suite 110
Citrus Heights, CA 95610
(916) 967-7692
AGENDA
The public shall have the opportunity to directly address the Board on any item of interest before or during the Board’s
consideration of that item. Public comment on items within the jurisdiction of the Board is welcomed, subject to reasonable
time limitations for each speaker. Public documents relating to any open session item listed on this agenda that are
distributed to all or a majority of the members of the Board of Directors less than 72 hours before the meeting are available
for public inspection in the customer service area of the Authority’s Administrative Office at the address listed above.In
compliance with the Americans with Disabilities Act, if you have a disability and need a disability-related modification or
accommodation to participate in this meeting, please contact the Executive Director of the Authority at (916) 967-7692.
Requests must be made as early as possible, and at least one full business day before the start of the meeting.

1.

CALL TO ORDER AND ROLL CALL

2.

PUBLIC COMMENT: Members of the public who wish to address the
committee may do so at this time. Please keep your comments to less than
three minutes.

3.

CONSENT CALENDAR
Minutes of the April 27, 2016 Executive Committee meeting
Action: Approve Minutes of the April 27, 2016 Executive
Committee meeting

4.

RWA ASSOCIATE APPLICATION
Information Presentation - John Woodling, Executive Director.
Action: Recommend RWA Board approval of RWA Associate
application from Placer County

5.

CHAIR TO APPOINT 2016 EXECUTIVE DIRECTOR EVALUATION
COMMITTEE

6.

RWA DRAFT JULY 2015 OTHER POST EMPLOYMENT BENEFITS
(OPEB) AND ACTUARIAL REPORT ON RETIREE BENEFITS
Action: Recommend RWA Board approval of the draft RWA July
2015 OPEB and Actuarial Report on GASB 45 retiree benefit
evaluation with discount rate modifications
Action: Recommend continued funding of explicit OPEB subsidy

7.

REGIONAL RELIABILITY PLAN UPDATE
Information Presentation: Rob Swartz, Manager of Technical Services

8.

LEGISLATION UPDATE
Information Presentation: John Woodling, Executive Director and Dave
Brent, Water Policy Advisor

9.

RWA JULY 14, 2016 BOARD MEETING
Action: Approve Agenda for July 14, 2016 Meeting of the RWA
Board of Directors

10.

EXECUTIVE DIRECTOR REPORT

11.

DIRECTOR’S COMMENTS

ADJOURNMENT
Upcoming meetings:
Upcoming Executive Committee Meetings – July 27, 2016 and August 24,
2016 at 8:30 a.m. at the RWA office
Next RWA Board of Directors' Meeting – Thursday, July 14, 2016, at 9:00 a.m.
at the RWA office
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AGENDA ITEM 3: CONSENT CALENDAR
The draft minutes from the Executive Committee meeting held April 27, 2016
Action: Approve Consent Calendar Item

Regional Water Authority
Executive Committee Meeting
Draft Minutes
April 27, 2016

1.

CALL TO ORDER
Chair Short called the meeting of the Executive Committee to order at 8:30 a.m.
Individuals in attendance are listed below:
Executive Committee Members
S. Audie Foster, California American Water
Marcus Yasutake, City of Folsom
Spencer Short, City of Lincoln
Jim Peifer, City of Sacramento
Robert Dugan, Placer County Water Agency
Kerry Schmitz, Sacramento County Water Agency
Rob Roscoe, Sacramento Suburban Water District
Pam Tobin, San Juan Water District
Staff Members
John Woodling, Rob Swartz, Nancy Marrier, Cecilia Partridge, Dave Brent and
Ryan Bezerra, legal counsel.
Others in Attendance
Kelye McKinney. Nicole Krotoski participated via conference phone.

2. PUBLIC COMMENT
None
3.

CONSENT CALENDAR
The minutes from the Executive Committee meeting held March 23, 2016.
Motion/Second/Carried (M/S/C) Mr. Dugan moved, with a second by Mr.
Peifer, to approve the minutes from the March 23, 2016 Executive
Committee meeting. Mr. Yasutake did not vote because he did not attend
the March 23, 2016 Executive Committee meeting.

4.

CLOSED SESSION UNDER GOVERNMENT CODE SECTIONS 54954.5(C) AND
54956.9(D) – UPDATE ON CALPERS CONTINUED OBLIGATION TO PROVIDE
PENSION BENEFITS TO RWA EMPLOYEES
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It was determined that a closed session was not necessary.
5.

CALIFORNIA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM REALLOCATION
AGREEMENT
In early 2013, CalPERS’ Office of Audit Services audited the Regional Water
Authority (RWA). In July 2013, OAS issued a draft report finding that five out of six
RWA employees work only part time for RWA on the basis that those employees
also provide services to the Sacramento Groundwater Authority (SGA). The
findings allowed SGA to apply for CalPERS membership. SGA submitted a new
agency application to CalPERS on February 2, 2015. SGA has been informed by
CalPERS that their membership is approved and they will begin making their own
payments beginning in FY17.
Subsequent to the Board’s approval of the CalPERS contract, CalPERS will
reallocate assets and liabilities from the RWA CalPERS contract to the SGA
CalPERS contract in the amounts estimated in the actuarial valuation report, which
are in direct proportion to the service that employees perform on behalf of SGA. In
order to accomplish this, both SGA and RWA will need to approve the Reallocation
Agreement. SGA approved the Reallocation Agreement at its April 14, 2016 Board
meeting.
Pam Tobin entered the meeting.
There was discussion on number 3 and 4 of the Reallocation Agreement as well as
potential future IRS determinations. Mr. Woodling said that attorney Isabel Safie
has reviewed the Reallocation Agreement. CalPERS will not negotiate the
agreement language. Additionally, any future IRS determination is unknown at this
time.
Rob Roscoe entered the meeting.
M/S/C Mr. Peifer moved, with a second by Mr. Dugan, to recommend
RWA Board approval of the CalPERS Reallocation Agreement and direct
the Executive Director to execute the Reallocation Agreement on behalf of
RWA
Robert Dugan left the meeting.

6.

REGIONAL RELIABILITY PLAN UPDATE
Rob Swartz, Manager of Technical Services, gave an update reminding the
Executive Committee that Montgomery Watson Harza ((MWH) was selected as the
prime consultant to begin assisting staff in the development of a scope of work and
budget for the Regional Reliability Plan. The intent of the plan is to identify agency
vulnerabilities and what can be done to mitigate those vulnerabilities. MWH will
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assist in identifying the vulnerabilities and mitigations. Recent activities that may
ultimately be related to the Reliability Plan include the Bureau of Reclamation 2016
Basin Study Program. The Bureau of Reclamation released a letter of interest
asking for agencies who are interested in becoming involved in continued basin
studies. A joint letter of interest was submitted by Regional Water Authority, Placer
County Water Agency, City of Sacramento and El Dorado County Water Agency.
We are awaiting a response from Reclamation as to whether we will be invited to
submit a proposal. The proposal, due likely in June, is limited to 20 pages.
A concept proposal was submitted to the Water Storage Investment Program
administered through the California Water Commission (CWC). CWC is attempting
to identify the types of programs that would qualify for the $2.7 billion for storage
under Prop 1. The proposal will be due in 2017 and will consist of a two-step
process. The first step is a pre-application and the second step is the full
application that includes an assessment of how climate change could alter the
proposed benefits of the project. Individual local agencies would have the
responsibility to develop their projects to a state of readiness that would meet the
application requirements.
There was discussion comparing the potential benefits, associated costs,
commitment involved and decisions to be made by the individual participating
agencies.
7.

REGULATORY UPDATE
April 20, 2016 was a busy day on the regulatory front, with two key meetings of
state agencies on issues of importance to RWA members. The California Water
Commission (CWC) heard from the Department of Water Resources on the draft
regulations for implementation of the Sustainable Groundwater Management Act.
DWR presented both the content of the regulation and some of their potential
revisions based on more than 150 comment letters received. DWR has proposed
a number of revisions that are consistent with comments provided by RWA, SGA
and ACWA. Some commissioners were uncomfortable with scaling back the
requirements in the draft regulations, and especially with the concept of
“substantial compliance.” SGA drafted a letter to reiterate its interests in an
appropriate standard for compliance. DWR will release a final draft of the
regulations in early May, and the CWC is expected to consider adoption of the
regulations on May 16, 2016. RWA and SGA had previously provided comment
letter on the draft regulations, as well as helping to coordinate the ACWA comment
letter.
Mr. Woodling said that SGA, West Placer and the portion of Sutter County in the
North American subbasin have been talking about an alternative approach to
compliance with the SGMA regulations. A final decision on pursuing the
alternative would likely be deferred until the final regulations are approved by the
CWC Board in May.
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Later on April 20th, the State Water Resources Control Board held a workshop to
consider modifying the emergency water conservation regulation. The workshop
began with two panels. A group of water suppliers from Southern California
presented a proposal for individual water suppliers to self-certify the adequacy of
their water supplies for 2016, and only have conservation targets applied if
shortages exist. The second panel included RWA and its members discussing the
hydrologic and water supply conditions of our region, to support the argument that
mandatory conservation targets should be rescinded. A number of RWA members
also provided public comment. Tom Cumpston, chief counsel of El Dorado
Irrigation District, suggested a hybrid of the two panel discussions, releasing
regions of the state from mandatory requirements if hydrologic conditions dictate,
and in other regions that may still face drought impacts, allowing for demonstration
of adequate supplies. The Board is expected to act on staff recommendations in
mid-May, with any modifications taking effect June 1, 2016. RWA and the region
received significant media attention for its position, including two Sacramento Bee
articles, an op-ed with Rob Roscoe’s byline, and appearances on Capitol Public
Radio and other radio outlets.
8.

LEGISLATION UPDATE
Dave Brent, Water Policy Advisor, gave an informational legislative update.
In March, the Executive Committee adopted the preliminary list of bills and
positions that RWA will monitor and, as necessary, engage on during the 2016
California Legislative Session. The preliminary list of bills provided in the packet
was broken down into priorities with high and medium priority bills being of
significant interest to RWA and comprising the “Hot List”. The Hot List bills are
actively monitored and worked on by RWA’s contract lobbyist (Fernandez
Government Solutions), members of the Lobbyist Subscription Program Committee
(LSPC), and RWA staff. The remainder of the bills are currently of lesser concern
and interest, but are continually monitored for amendments that may warrant a
change in priority. There are seven bills that are no longer active, AB 1555, AB
1589, AB 90, AB1647, AB2550, AB2601 and SB 1440. Staff will continue to
monitor these bills for any change in their status.
Since March, the Legislature has held hearings on several of the bills RWA is
following. Amendments have been made to several of those bills with a couple of
bills being amended to the degree that the LSPC is recommending they be added
or taken off the Hot List. Mr. Brent briefly described the bills on the hot list and
RWA’s position on each bill.
Other anticipated activities include working with the Sacramento area legislative
delegation on a bi-partisan, joint letter to the Senate President pro Tempore and
the Assembly Speaker advocating for the State Budget to include Greenhouse Gas
Reduction - Cap and Trade Funds for local turf replacement (cash for grass)
programs. This letter will be consistent with RWA’s support of AB1555 and our
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ongoing advocacy efforts to obtain State grant funding to assist local water
agencies with their programs to remove high water use turf grass with drought
tolerant landscaping.
More information on the 2-Year Hot Bills, low priority bills, and spot bills is available
on the RWA website under the “Advocacy” page or upon request.
Staff recommended the Executive Committee adopt the recommended changes to
the Hot List bills and the positions as put forth by the LSPC. The entire list of bills
will be tracked continuously, vetted through the LSPC Committee, and brought
forward to the Executive Committee to assure appropriate actions are taken as the
2016 Legislative Session continues.
There was Executive Committee consensus in support of the amended hot list.
9.

RWA MAY 12, 2016 BOARD MEETING
The draft agenda was included in the packet for the May 12, 2016 full Board meeting.
Mr. Woodling sent a draft proposal of a resolution to the Executive Committee
members. The resolution would replace the 2014 resolution requesting agencies to
pursue 20% conservation. The proposed resolution formerly requests the State
Water Resources Control Board (SWRCB) to consider lifting mandatory requirements
and encourage member agencies to continue to pursue water conservation and
achieve 10% voluntary reductions for 2016 compared to 2013.
The resolution is meant to send the SWRCB a message that people will commit to
doing something voluntarily and take action specifically on how we can transition from
the drought and gain the benefit of what has been learned while maintaining that 10%
is a reasonable measure.
After discussion it was decided that Chair Short would appoint an Ad Hoc Committee
to further discuss the resolution to be added to the May 12, 2016 RWA Board
meeting agenda for approval. The Ad Hoc Committee members are Rob Roscoe,
Jim Peifer and Marcus Yasutake.
In the event that Rem Scherzinger, NID General Manager, is unable to present at the
May 12, 2016 RWA Board meeting, Metropolitan Water District of Southern California
will be invited to give a presentation to the RWA full board at the May meeting.
After discussion it was agreed to add the Resolution for approval under the
Executive Committee Report and Recommendations.
M/S/C Mr. Roscoe moved, with a second by Mr. Foster, to approve the May
12, 2016 proposed RWA Board meeting agenda as amended.
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10. DIRECTORS’ COMMENTS
Mr. Roscoe reported from the Sacramento Suburban Water District’s special board
meeting that confirmed a previous vote that they are no longer in discussions with
San Juan Water District regarding a merger of the districts.
ADJOURNMENT
With no further business to come before the Board, Chair Short adjourned the
meeting at 10:33 a.m.
By:
Chairperson
Attest:
Nancy Marrier, Board Secretary / Treasurer
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AGENDA ITEM 4: RWA ASSOCIATE APPLICATION
BACKGROUND:
RWA Policies and Procedures 100.3, RWA Associate Members, was amended May
12, 2016. Entities eligible to become Regional Water Authority (RWA) Associate
Members include public or private entities with water management responsibilities
and authorities who are not municipal water suppliers in this region. Agencies or
water utilities that deliver potable retail or wholesale water in this region are not
eligible to become RWA Associates, as these agencies are eligible to become RWA
Members or Contracting Entities. Associate members may include, but are not
limited to agricultural water providers, wastewater agencies, flood control agencies,
and water planning organizations.
Each entity that applies to become an RWA Associate must be approved by a twothirds majority vote of the RWA Board of Directors. RWA Associates do not hold a
seat on the RWA Board, and therefore are not eligible to vote on RWA Board
business or policy matters, including legislative/policy issues under Section 7(a) of
the RWA joint powers agreement. RWA Associates pay an annual fee that was
originally set at 0.1% of the entity’s annual operating budget, rounded up to the next
even thousand dollars, subject to a cap of $10,000. The annual fee for RWA
Associates is subject to adjustment by the RWA Board in the development and
approval of the annual budget, and has been increased in recent years by a
percentage equivalent to the increase of member fees. RWA Associates are eligible
to participate in RWA subscription programs, and will not be subject to non-member
surcharge fees for such programs. Attached is a letter that RWA received from
Placer County requesting RWA Associate Membership.
STAFF RECOMMENDATION:
Information Presentation: John Woodling Executive Director
Action: Recommend RWA Board approval of RWA Associate application from
Placer County
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AGENDA ITEM 5: CHAIR TO APPOINT 2016 EXECUTIVE DIRECTOR
EVALUATION COMMITTEE
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AGENDA ITEM 6: RWA DRAFT JULY 2015 OTHER POST EMPLOYMENT
BENEFITS (OPEB) AND ACTUARIAL REPORT ON RETIREE BENEFITS
BACKGROUND:
Bickmore recently conducted an updated biennial actuarial valuation of the Regional
Water Authority’s Other Post Employment Benefit (OBEP) obligation in compliance
with Governmental Accounting Standards Board Statement No. 45 (GASB 45),
Accounting and Financial Reporting by Employers for Postemployment Benefits
Other than Pensions. The July 1, 2015 draft report is attached for your review. This
report calculates the annual required contribution for the fiscal years ending June 30,
2017 and 2018.
This valuation incorporates a 7.25% discount rate of return using California
Employers’ Retiree Benefit Trust (CERBT) Asset Allocation Strategy One as
confirmed at the January 14, 2016 Board meeting. This rate is not a guarantee of
future investment performance but rather reflects the expected long-term rate of
return. When a new valuation is prepared, projected liabilities and assets created in
the prior valuation are replaced with updated estimates for both. Since it would be
rare for all the actuarial assumptions in the projections to be met, one or both of the
assets or liabilities are usually different than estimated, particularly when the
employee group size is small. When the new assets are subtracted from the new
actuarial accrued liability (AAL), a different unfunded AAL (UAAL) emerges.
The attached draft report assumes no changes to the discount rate of 7.25%.
Bickmore also provided additional actuarial estimates of projected benefits and
accrued liabilities using two lower discount rates of 7.0% and 6.75% as requested by
the Board. Recall that the CERBT lowered its expected discount rate for Strategy 1
from 7.61% to 7.28% in September 2014. Since RWA had chosen a lower discount
rate, the effect technically did not impact RWA. However, the Board wished to
explore lowering the rate again as a potential buffer in choosing Strategy 1 and the
associated potential volatility. The effect of lowering the discount rate will be
discussed further, but is not incorporated into the attached draft report.
NEW VALUATION CONCEPT:
Since the most recent prior valuation report, a new concept is introduced into the
draft valuation. RWA is now required to calculate an additional implicit subsidy in
determining its total OPEB liability. Previously, RWA was exempt from this
calculation. The draft report also refers to an explicit liability, which is the same
actuarially determined liability as in prior reports.
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Explicit subsidy:
An explicit subsidy is the employer calculated liability for retiree healthcare premiums
that exist for active and retired employees. This subsidy represents the healthcare
premiums that are expected to be paid either in the future for actives or currently for
retirees based upon actual and/or expected future premium costs.
Implicit subsidy:
An implicit subsidy exists when the health care premiums charged for retiree
coverage are lower than the expected retiree claims for the coverage. As individuals
age, their health care costs often exceed the group premium rates charged for their
health care costs. GASB 45 requires all employers to now recognize this portion of
health care costs as a liability.
Now that RWA must calculate an actuarial liability for the implicit subsidy, this
additional subsidy has increased the total OPEB liability. As illustrated in the table
below, the annual required contribution (ARC) is now approximately $39,000 higher
due to the implicit liability. RWA’s adopted FY17 fiscal year budget planned
approximately $67,200 for OPEB costs. Table 1A excerpts from page 13 reflect the
following for the fiscal year ending June 30, 2017:
FYE 2017
Unfunded AAL
(UAAL)1

Explicit
(131,323)

Implicit
182,701

Total
$51,378

Normal Cost2
Amortization of
UAAL3
Interest to fiscal
year end
Total ARC at fiscal
year end

43,643
(17,636)

11,967
24,535

55,610
6,899

1,886

2,646

4,532

27,883

39,148

67,0314

Previously, RWA actuarial value of assets had exceeded the actuarial accrued
liability (AAL) due to the favorable timing of lump sum investment in 2009. Absent
the additional liability due to the recognition of the implicit liability, RWA’s actuarial
1

A negative UAAL represents actuarial value of assets which exceed the actuarial accrued liability.
The Normal cost is the annual amount of required contribution earned in the current year by current
employees.
3
The UAAL is amortized over a 10 year period.
4
As discussed on page 14 of the report, since RWA’s current premiums are higher for active
employees to cover retiree costs (calculated as $13,396), RWA may take a calculated credit for this
portion of the premium to reduce the cash flow requirement towards the implicit subsidy. Therefore
the net cash flow towards the OPEB payment is netted to $53,645 ($67,031 less $13,396).
2
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value of assets would still have exceeded the accrued liability as illustrated in the
explicit column.
While the implicit subsidy must be valued and disclosed in the financial statements, it
may not impact the net benefit cash flows and RWA may or may not choose to fund
this liability differently than the explicit subsidy liability. As discussed on page 9 of
the draft report, if RWA chooses not to fund the implicit liability, the discount rate for
the implicit subsidy would need to be adjusted to 4.0%, which would result in an even
larger OPEB liability for this portion and consequently total liability. If RWA does not
fund the implicit portion of the liability, then this portion of the ARC would be required
to be recognized as a liability on the financial statements for the fiscal year ending
June 30, 2017. In the fiscal year 2018, RWA will also be required to recognize an
OPEB liability according to GASB 755 in the financial statements similarly to the
pension plan requirements for the June 30, 2015 financial statements and it will be
calculated differently, using different assumptions. Not funding the implicit portion of
the OPEB will generate a larger accounting liability.
If the CalPERS medical program continues indefinitely in its current form (i.e. blended
premium rates for active employees and pre-Medicare retirees) and RWA continues
to participate in this program, RWA could expect that the implicit liability will result in
zero cash outlay since the additional costs for retirees each year is covered by an
equal and offsetting amount of higher total premium cost for active employees than
would have incurred if the actives were insured separately.
Alternative discount rates
Bickmore also provided additional information to evaluate whether the Board wishes
to continue using a discount rate lower than required by the CERBT to provide
cushion for choosing Strategy 1 and potential adverse market conditions. The
following summarized comparative information for FYE 2017 is derived from
information provided by Bickmore and is included in the packet in the form of an
excel attachment.
FYE 2017 7.00%
Explicit

7.00%
Implicit

Total

UAAL
Total
ARC

($109,238)

$184,827

$75,579

Increase
% from
7.25%
47%

$33,261

$39,484

$72,745

9%

Using a lower discount rate does increase the actuarially calculated liability and
consequently, the required annual payments to fund the OPEB trust. This is because
5

Governmental Accounting Standards Board Statement No. 75 Accounting and Financial Reporting
for Postemployment Benefits Other Than Pensions (GASB 75)
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the lower expected return on assets (reflected in the discount rate) means more of
the eventual benefit cost must be paid by employer contributions. RWA has chosen
to use a lower discount in prior valuations by approximately 36 basis points. The
difference in annual ARC requirements from 7.25% to 7.00% is $5,714 ($72,745 less
$67,031) which represents .7% of annual dues. The FY17 budget had planned for
an increase in annual OPEB costs and could pay for this increase if the Board
chooses this lower discount rate. RWA will have to reflect higher liabilities in its
financial statements in future periods when GASB 75 is adopted which will replace
GASB 45 if higher discount rates are chosen.
Recommendation
RWA may consider not funding the net implicit subsidy for the next two years,
especially if RWA expects to continue in the current health plan with CalPERS and
believes that CalPERS will continue to develop equal active and retiree premiums in
future years as in the past. RWA may want to re-evaluate the impact of the implicit
subsidy in conjunction with the impact of GASB 75. Not funding the implicate subsidy
will require this liability to be valued at a much lower discount rate.
RWA should consider continued funding of the explicit subsidy as planned.
RWA could continue to use a lower discount rate than required at 7.0% for the
explicit subsidy.
EXECUTIVE COMMITTEE RECOMMENDATION:
Information Presentation: John Woodling
Action: Recommend RWA Board approval of the draft RWA July 2015 OPEB
and Actuarial Report on GASB 45 retiree benefit evaluation with discount rate
modifications.
Action: Recommend continued funding of explicit OPEB subsidy

June 9, 2016
Ms. Nancy Marrier
Finance and Administrative Services Officer
Regional Water Authority
5620 Birdcage Street, Suite 180
Citrus Heights, CA 95610
Re:

July 1, 2015 Actuarial Report on GASB 45 Retiree Benefit Valuation

Dear Ms. Marrier:
We are pleased to enclose our report providing the results of the July 1, 2015 actuarial valuation of
other post‐employment benefit (OPEB) liabilities for the Regional Water Authority (RWA). The
report’s text describes our analysis and assumptions in detail. This report should be considered a
draft until RWA has had an opportunity to review and comment. Once any issues have been
discussed and resolved, we will issue our final report.
The primary purposes of the report are to develop the value of future OPEB expected to be
provided by RWA, and the current OPEB liability and the annual OPEB expense to be reported in
RWA’s financial statements for the fiscal years ending June 30, 2017 and June 30, 2018. The report
is required to be submitted to the California Employers’ Retiree Benefit Trust (CERBT) to satisfy
filing requirements for the trust.
This valuation was prepared with the understanding that RWA will continue:
 To contribute 100% of the ARC or more each year.
 To invest in CERBT Asset Allocation Strategy 1. Liabilities reflected in this report were
calculated based on a 7.25% discount rate, the same rate used in the prior valuation.
 To follow the terms of its current PEMHCA resolutions on file with CalPERS. It is our
understanding there have been no changes in benefits since the 2013 valuation was prepared.
This report introduces an “implicit subsidy” liability, not previously required to be valued by RWA
under GASB 45. This report also includes analysis of any projected excise tax in the year 2020 or
later relating to retiree coverage in high cost plans, per the Affordable Care Act. Discussion of these
changes is included in the report.
We appreciate the opportunity to work on this analysis and acknowledge the efforts of Authority
employees who provided valuable information and assistance to enable us to perform this
valuation. Please let us know if we can be of further assistance.
Sincerely,
Catherine L. MacLeod, FSA, FCA, EA, MAAA
Director, Health and Benefit Actuarial Services
Enclosure
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Other Post‐Employment Benefit Programs of the Regional Water Authority
Actuarial Valuation as of July 1, 2015

A. Executive Summary
This report presents the results of the July 1, 2015 actuarial valuation of the Regional Water Authority
(RWA) other post‐employment benefit (OPEB) programs. The purposes of this valuation are to assess
the OPEB liabilities and provide disclosure information as required by Statement No. 45 of the
Governmental Accounting Standards Board (GASB 45) and to provide information to be reported to
the California Employers’ Retiree Benefit Trust (CERBT). This report reflects the valuation of two
distinct types of OPEB liability.


An “explicit subsidy” exists when the employer contributes directly toward retiree healthcare
premiums. In this program, benefits include a monthly subsidy toward medical premiums for
eligible retirees. Future excise taxes expected to be paid for “high cost” coverage are also
explicit costs and are included with explicit liabilities.



An “implicit subsidy” exists when the premiums charged for retiree coverage are lower than
the expected retiree claims for that coverage. Pre‐Medicare retirees able to continue medical
coverage at the same premium rates as are charged for active employees creates an implicit
benefit subsidy under GASB 45. This is the first valuation required to include the implicit
subsidy liability.

How much RWA contributes each year affects the calculation of liabilities. RWA has been prefunding
its OPEB obligations by consistently making contributions greater than or equal to the Annual
Required Contribution (ARC) each year. Trust assets are currently invested in the CERBT with Asset
Allocation Strategy 1. With RWA’s approval, this valuation was prepared using a 7.25% discount rate,
the same rate used in the prior valuation. Please note that use of this rate is an assumption and is not
a guarantee of future investment performance.
Exhibits presented in this report reflect our understanding that the results of this July 1, 2015
valuation will be applied in determining the annual OPEB expense for the Authority’s fiscal years
ending June 30, 2017 and 2018. Appendix 1 provides an updated development of the results for the
fiscal year ending June 30, 2016, based on the July 1, 2013 valuation and on OPEB contributions
expected to be made prior to June 30, 2016.
The Actuarial Accrued Liability and Assets as of July 1, 2015 are shown below:
Subsidy
Discount Rate
Actuarial Accrued Liability
Actuarial Value of Assets
Unfunded Actuarial Accrued Liability
Funded Ratio

$

Explicit
7.25%
713,524 $
847,343
(133,819)
118.8%

Implicit
7.25%
168,486 $
‐
168,486
0.0%

Total
7.25%
882,010
847,343
34,667
96.1%

The following summarizes results for the fiscal year ending June 30, 2017:
Subsidy
Annual Required Contribution (ARC) for FYE 2017
Expected employer paid benefits for retirees
Current year's implicit subsidy credit
Expected contribution to OPEB trust
Expected net OPEB obligation at June 30, 2017

$

Explicit
27,893 $
36,002
‐
(8,109)
27,893

Implicit
39,148 $
‐
13,396
25,752
39,148

Total
67,041
36,002
13,396
17,643
67,041
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Executive Summary
(Concluded)
Detailed results are shown in tables beginning on page 13. Additional information to facilitate OPEB
reporting in the Authority’s financial statements is provided in the Appendices.
The liabilities shown in the report reflect assumptions regarding continued future employment, rates
of retirement and survival, and elections by future retirees to retain coverage for themselves and
their dependents. Please note that this valuation has been prepared on a closed group basis; no
provision is generally made for new employees until the valuation date following their employment.
An exhibit comparing current valuation results to those from the prior valuation is provided on page
7, followed by a description of changes. An actuarial valuation is, by its nature, a projection and to the
extent that actual experience is not what we assumed, future results will be different. Some possible
sources of future differences may include:


A significant change in the number of covered or eligible plan members;



A significant increase or decrease in the future medical premium rates or in the subsidy
provided by RWA toward retiree medical premiums;



Longer life expectancies of retirees;



Significant changes in expected retiree healthcare claims by age, relative to healthcare claims
for active employees and their dependents;



Higher or lower returns on plan assets or contribution levels than were assumed; and



Implementation of GASB 75, the new OPEB accounting standard, which should be not later
than RWA’s fiscal year ending June 30, 2018. One important change moves reporting of the
unfunded OPEB liability from a footnote to the balance sheet.

Details of our valuation process and the various disclosures required by GASB 45 are provided on the
succeeding pages. The next valuation is scheduled to be prepared as of July 1, 2017 as required for
continued participation in CERBT. If there are any significant changes in the employee data, benefits
provided or the funding policy, please contact us to discuss whether an earlier valuation is
appropriate.
Important Notices
This report is intended to be used only to present the actuarial information relating to other
postemployment benefits for RWA’s financial statements and to provide the annual contribution
information with respect to RWA’s current OPEB funding policy. The results of this report may not be
appropriate for other purposes, where other assumptions, methodology and/or actuarial standards of
practice may be required or more suitable. We note that various issues in this report may involve
legal analysis of applicable law or regulations. RWA should consult counsel on these matters;
Bickmore does not practice law and does not intend anything in this report to constitute legal advice.
In addition, we recommend RWA consult with their internal accounting staff or external auditor or
accounting firm about the accounting treatment of OPEB liabilities.
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B. Requirements of GASB 45
The Governmental Accounting Standards Board (GASB) issued GASB Statement No. 45, Accounting
and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions. This
Statement establishes standards for the measurement, recognition, and display of OPEB
expense/expenditures and related liabilities (assets), note disclosures, and, if applicable, required
supplementary information (RSI) in the financial reports of state and local governmental employers.
The underlying intent of GASB 45 is to systematically recognize the projected cost of OPEB during the
years employees are working, rather than over the years when the benefits would be paid.
We understand that RWA implemented GASB 45 for the fiscal year ended June 30, 2009. For agencies
with fewer than 200 members covered by or eligible for plan benefits, GASB 45 requires that a
valuation be prepared no less frequently than every three years. However, participation in CERBT
requires that valuations be performed every two years. GASB 45 disclosures include the
determination of an annual OPEB cost. For the first year, the annual OPEB cost is equal to the annual
required contribution (ARC) as determined by the actuary.
 If RWA’s OPEB contributions had been equal to the ARC each year, the net OPEB obligation
would equal $0.
 If RWA’s actual contribution is less than (greater than) the ARC, then a net OPEB obligation
(asset) amount is established. In subsequent years, the annual OPEB expense will reflect
adjustments made to the net OPEB obligation in addition to the ARC (see Tables 1B and 1D).
GASB 45 provides for recognition of payments as contributions if they are made (a) directly to retirees
or beneficiaries, (b) to an insurer, e.g., for the payment of premiums, or (c) to an OPEB fund set aside
toward the cost of future benefits. Funds set aside for future benefits should be considered
contributions to an OPEB plan only if the vehicle established is one that is capable of building assets
that are separate from and independent of the control of the employer and legally protected from its
creditors. Furthermore, the sole purpose of the assets should be to provide benefits under the plan.
These conditions generally require the establishment of a legal trust, such as RWA’s OPEB trust
account with CERBT. Earmarked assets or reserves may be an important step in financing future
benefits, but they may not be recognized as an asset for purposes of reporting under GASB 45.
We reiterate that GASB 45 applies only to the expense to be charged to an agency’s income
statements and to providing other related liability disclosures. While the Annual Required
Contribution typically comprises the majority of the annual OPEB expense, it is a theoretical, not a
required contribution amount. The decision whether or not to prefund, and at what level, is at the
discretion of RWA, as are the manner and term for paying down the unfunded actuarial accrued
liability. Once a funding policy has been established, however, the Authority’s auditor may have an
opinion as to the timing and manner of any change to such policy in future years. The level of
prefunding also affects the selection of the discount rate used for valuing the liabilities.
New GASB Statement 75, issued in June 2015, will impact the liabilities and/or expenses developed in
future valuations and require changes effective with RWA’s fiscal year end 2018 reporting. Those
calculations are outside the scope of this report.

3

Other Post‐Employment Benefit Programs of the Regional Water Authority
Actuarial Valuation as of July 1, 2015

C. Sources of OPEB Liabilities
General Types of OPEB
Post‐employment benefits other than pensions (OPEB) comprise a part of compensation that
employers offer for services received. The most common OPEB are medical, prescription drug, dental,
vision, and/or life insurance coverage. Other OPEB may include outside group legal, long‐term care, or
disability benefits outside of a pension plan. OPEB does not generally include COBRA, vacation, sick
leave1 or other direct retiree payments which fall under other GASB accounting statements.
A direct employer payment toward the cost of OPEB benefits is referred to as an “explicit subsidy”. In
addition, if claims experience of employees and retirees are pooled when determining premiums, the
retirees pay a premium based on a pool of members that, on average, are younger and healthier. For
certain types of coverage, such as medical insurance, this results in an “implicit subsidy” of retiree
premiums by active employee premiums since the retiree premiums are lower than they would have
been if retirees were insured separately. Paragraph 13.a. of GASB 45 generally requires an implicit
subsidy of retiree premium rates be valued as an OPEB liability.
This chart shows the
sources
of
funds
needed
to
cover
expected claims for
pre‐Medicare retirees.

Expected retiree claims
Premium charged for retiree coverage
Retiree portion of premium

Agency portion of premium
Explicit subsidy

Covered by higher
active premiums
Implicit subsidy

For actuarial valuations dated prior to March 31, 2015, an exception existed for plan employers with a
very small membership in a large “community‐rated” healthcare program. Following a change in
Actuarial Standards of Practice, GASB no longer offers this exception. This change had a material
impact on this valuation of RWA’s OPEB liability.
OPEB Obligations of the Authority
RWA provides continuation of medical coverage to its retiring employees, which will create one or
both of the following types OPEB liabilities:


Explicit subsidy liabilities: RWA contributes directly to the cost of retiree medical coverage, as
described in Table 3A. These explicit subsidy liabilities have been included in this valuation.



Implicit subsidy liabilities: Employees are covered by the CalPERS medical program. The same
monthly premiums are charged for active employees and for pre‐Medicare retirees; CalPERS has
confirmed that the claims experience of these members is considered together in setting these
premium rates. We determine the implicit rate subsidy for pre‐Medicare retirees as the projected
difference between (a) retiree medical claim costs by age and (b) premiums charged for retiree
coverage. See Table 4 and Addendum 1: Bickmore Healthcare Claims Age Rating Methodology.
Different monthly premiums are charged for Medicare‐eligible members and CalPERS has
confirmed that only the claims experience of these Medicare eligible members is considered in
setting these premium rates. We have assumed that this premium structure is adequate to cover
the expected claims of these retirees and believe that there is no implicit subsidy of premiums for
these members by active employees.

1

Unless unused sick leave credits are converted to provide or enhance a defined benefit OPEB.
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D. Valuation Process
The valuation has been based on employee census data and benefits initially submitted to us by RWA
in March 2016 and clarified in various related communications. A summary of the employee data is
provided in Table 2 and a summary of the benefits provided under the Plan is provided in Table 3A.
While individual employee records have been reviewed to verify that they are reasonable in various
respects, the data has not been audited and we have otherwise relied on RWA as to its accuracy. The
valuation described below has been performed in accordance with the actuarial methods and
assumptions described in Table 4.
In projecting benefit values and liabilities, we first determine an expected premium or benefit stream
over the employee’s future retirement. Benefits may include both direct employer payments (explicit
subsidies) and/or an implicit subsidy, arising when retiree premiums are expected to be subsidized by
active employee premiums. The projected benefit streams reflect assumed trends in the cost of those
benefits and assumptions as to the expected date(s) when benefits will end. We then apply
assumptions regarding:




The probability that each individual employee will or will not continue in service with RWA to
receive benefits.
To the extent assumed to retire from RWA, the probability of various possible retirement
dates for each retiree, based on current age and service; and
The likelihood that future retirees will or will not elect retiree coverage (and benefits) for
themselves and/or their dependents.

We then calculate a present value of these benefits by discounting the value of each future expected
benefit payment, multiplied by the assumed expectation that it will be paid, back to the valuation
date using the discount rate. These benefit projections and liabilities have a very long time horizon.
The final payments for currently active employees may not be made for 60 years or more.
The resulting present value for each employee is allocated as a level percent of payroll each year over
the employee’s career using the entry age normal cost method and the amounts for each individual
are then summed to get the results for the entire plan. This creates a cost expected to increase each
year as payroll increases. Amounts attributed to prior fiscal years form the “actuarial accrued liability”
(AAL). The amount of future OPEB cost allocated for active employees in the current year is referred
to as the “normal cost”. The remaining active cost to be assigned to future years is called the
“present value of future normal costs”. In summary:
Actuarial Accrued Liability
plus Normal Cost
plus Present Value of Future Normal Costs
equals Present Value of Projected Benefits

Past Years’ Cost Allocations
Current Year’s Cost Allocation
Future Years’ Cost Allocations
Total Benefit Costs

Actives and Retirees
Actives only
Actives only_____
Actives and Retirees

Where contributions have been made to an irrevocable OPEB trust, the accumulated value of trust
assets is applied to offset the AAL. In this valuation, we set the Actuarial Value of Assets equal to the
market value of assets invested in in RWA’s CERBT account. The market value reported as of June 30,
2015 was $847,343. The portion of the AAL not covered by assets is referred to as the unfunded
actuarial accrued liability (UAAL).
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E. Basic Valuation Results
The following chart compares the results of the July 1, 2015 valuation of OPEB liabilities to the results
of the July 1, 2013 valuation.
Prefunding Basis

Funding Policy
Valuation date

7/1/2013

Subsidy
Discount rate

Explicit
7.25%

Number of Covered Employees
Actives
Retirees
Total Participants
Actuarial Present Value of Projected Benefits
Actives
Retirees
Total APVPB

7/1/2015
Explicit
7.25%

6
3
9
$

585,436
297,847
883,283

Implicit
7.25%

6
3
9
$

703,136
290,632
993,768

Total
7.25%

5
1
6
$

170,372 $
75,017
245,389

6
3
9
873,508
365,649
1,239,157

Actuarial Accrued Liability (AAL)
Actives
Retirees
Total AAL

311,793
297,847
609,640

422,892
290,632
713,524

Actuarial Value of Assets

703,796

847,343

Unfunded AAL (UAAL)

(94,156)

(133,819)

168,486

34,667

Normal Cost
Percent funded
Reported covered payroll
UAAL as percent of payroll

38,828
115.4%
565,992
‐16.6%

42,269
118.8%
600,184
‐22.3%

11,590
0.0%
600,184
28.1%

53,859
96.1%
600,184
5.8%

93,469
75,017
168,486
‐

516,361
365,649
882,010
847,343

Note: The projected excise tax liability for retirees expected to be covered by “high cost” plans under the Affordable
Care Act is less than $4,000 as of July 1, 2015 and is included above as part of the explicit subsidy AAL.

Changes Since the Prior Valuation
Even if all of our previous assumptions were met exactly as projected, liabilities generally increase
over time as active employees get closer to the date their benefits are expected to begin. Given the
uncertainties involved and the long term nature of these projections, our prior assumptions are not
likely ever to be exactly realized. The small size of RWA’s employee group makes it more likely that
differences from what we anticipate will occur. Nonetheless, it is helpful to review why results are
different than we anticipated.
In comparing results shown in the exhibit above, we can see that the Unfunded Actuarial Accrued
Liability (UAAL) on July 1, 2013 was ($94,000), with plan assets exceeding the AAL on that date. By
July 1, 2015, we expected a small $5,000 increase in the UAAL to ($89,000) from the excess of new
contributions and trust earnings over additional costs accrued for active employees, benefits paid to
retirees and the passage of time. However, the actual UAAL on July 1, 2015 is $35,000. Thus, the
actual UAAL is $124,000 higher than expected. Sources of this difference are listed on the next page.
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Basic Valuation Results
(Concluded)


A $168,000 increase in the AAL to begin recognizing the implicit subsidy of medical coverage
for current and future retirees prior to becoming eligible for Medicare; in developing this
liability, we added assumptions regarding expected claims cost by age;



A $20,000 increase in the AAL due to revised assumptions for future disability and service
retirements, based on the 2014 CalPERS retirement plan experience study covering RWA
employees; mortality rates and future mortality improvement were also updated;



A $64,000 decrease in the UAAL from favorable plan experience relative to prior assumptions.
o Plan experience includes factors such as changes in plan membership, retiree
elections and changes in medical premiums and limits on benefits other than
previously projected. The favorable liability experience was roughly $40,000 over the
past two years. In particular, increases in premium rates and the “100/90” formula
caps averaged between 9% and 10% between 2014 and 2016. This is about 8% less
than the increases we projected in the prior valuation. Kaiser coverage is currently the
most popular with RWA employees and these rates increased only about 2% over this
period. Should future premium rate increases exceed those we have assumed,
experience losses could occur.
o Plan experience also includes about $24,000 in favorable asset values relative to what
we projected from expected contributions and the rate of return. The return on trust
assets appears to be closer to 8.5% per year over this period, rather than the
projected 7.25% per year return; this higher yield accounts for about $20,000 of the
favorable asset experience. The remaining $4,000 relates to higher than expected
(net) contributions to the trust, because reimbursements for retiree premiums were
lower than projected.
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F. Funding Policy
The specific calculation of the ARC and annual OPEB expense for an employer depends on how the
employer elects to fund these benefits. The funding levels can generally be categorized as follows:
1. Prefunding ‐ contributing an amount greater than or equal to the ARC each year. Prefunding
generally allows the employer to have the liability calculated using a higher discount rate,
which in turn lowers the liability. In addition, following a prefunding policy does not build up a
net OPEB obligation (or gradually reduces it to $0). Prefunding results in this report were
developed using a discount rate of 7.25%.
2. Pay‐As‐You‐Go funding – contributing only the amounts needed to pay retiree benefits in the
current year; generally requires a lower discount rate, e.g., 4.0%.
3. Partial prefunding – contributing more than the current year’s retiree payments but less than
100% of the ARC; requires that liabilities be developed using a discount rate that “blends” the
relative portions of benefits that are prefunded and those not.
Determination of the ARC
The Annual Required Contribution (ARC) consists of two basic components, which have been adjusted
with interest to RWA’s fiscal year end:


The amounts attributed to service performed in the current fiscal year (the normal cost) and



Amortization of the unfunded actuarial accrued liability (UAAL).

ARCs for the fiscal years ending June 30, 2017 and June 30, 2018 are developed in Tables 1A and 1C.
Decisions Affecting the Amortization Payment
The period and method for amortizing the AAL can significantly affect the ARC. GASB 45:


Prescribes a maximum amortization period of 30 years and requires no minimum
amortization period (except 10 years for certain actuarial gains). Immediate full funding of the
liability is also permitted, which is the approach RWA took in 2009 when it fully funded the
initial unfunded AAL. Afterward, a new period must be established for amortizing any
subsequent changes in the UAAL.



Allows amortization payments to be determined (a) as a level percentage of payroll, designed
to increase over time as payroll increases, or (b) as a level dollar amount much like a
conventional mortgage, so that this component of the ARC does not increase over time.
Where a plan is closed and has no ongoing payroll base, a level percent of payroll basis is not
permitted.



Allows the amortization period to decrease annually by one year (closed basis) or to be
maintained at the same number of years (open basis).

Funding Policy Illustrated in This Report
RWA fully funded the initial unfunded AAL as of June 30, 2009. Subsequent increases and decreases in
the unfunded AAL are currently being amortized on a level dollar basis over an open 10 year period.
The amortization basis may be a topic worth revisiting with the introduction of the unfunded implicit
subsidy AAL.
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Funding Policy
(Concluded)
Funding of the Implicit Subsidy
The implicit subsidy liability created when expected retiree medical claims exceed the retiree
premiums was described earlier in Section C. In practical terms, when RWA pays the premiums for
active employees each year, their premiums include an amount expected to be transferred to cover
the portion of the retirees’ claims not covered by their premiums. This transfer represents the current
year’s implicit subsidy. Paragraph 13.g. of GASB 45 allows for recognition of payments to an
irrevocable trust or directly to the insurer as an employer’s contribution to the ARC. We have
estimated each current year’s implicit subsidy and recommend netting this amount against the funding
requirement for the implicit subsidy (see Tables 1B and 1D).
The following hypothetical example illustrates this treatment:
For Active
For Retired
Hypothetical Illustration
Employees
Employees
Total
Of Implicit Subsidy Recognition
Annual Agency Contribution Toward Premiums
$
105,000 $
30,000 $ 135,000
Current Year's Implicit Subsidy Adjustment
$
(12,000) $
12,000 $
‐
Adjusted contributions reported in Financial Stmts $
93,000 $
42,000 $ 135,000

While total Agency contributions paid toward active and retired employee healthcare premiums in
this example are the same, by shifting the recognition of the current year's implicit subsidy from
actives to retirees, this amount may be recognized as a contribution toward the OPEB ARC.
There is a larger question about whether or not RWA will want to prefund the implicit subsidy liability.
Some possible options include:
 Prefunding 100% of the ARC relating to both the explicit subsidy and implicit subsidy liabilities.
For purposes of this draft report, this is the approach we assumed RWA would follow.


Prefunding 100% of the ARC relating to both the explicit subsidy and implicit subsidy liabilities,
but intentionally allocate the entire trust contribution to more quickly pay‐off the explicit
subsidy liability, rather than allocating any toward the implicit subsidy liability. We believe this
would allow the implicit subsidy liability to be developed using the prefunding discount rate of
7.25%.



Prefunding 100% of the ARC developed for the explicit subsidy liability, but financing the
implicit subsidy liability on a pay‐as‐you‐go basis. We believe this approach would require
determining the implicit subsidy liability using a pay‐as‐you‐go discount rate (e.g., 4.0% rather
than at 7.25%).

We are available to review these options further with RWA.
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G. Choice of Actuarial Funding Method and Assumptions
The ultimate real cost of an employee benefit plan is the value of all benefits and other expenses of
the plan over its lifetime. These expenditures are dependent only on the terms of the plan and the
administrative arrangements adopted, and as such are not affected by the actuarial funding method.
The actuarial funding method attempts to spread recognition of these expected costs on a level basis
over the life of the plan, and as such sets the “incidence of cost”. Methods that produce higher initial
annual (prefunding) costs will produce lower annual costs later. Conversely, methods that produce
lower initial costs will produce higher annual costs later relative to the other methods. GASB 45
allows the use of any of six actuarial funding methods; a brief description of each is in the glossary.
Factors Impacting the Selection of Funding Method
While the goal of GASB 45 is to match recognition of retiree medical expense with the periods during
which the benefit is earned, the funding methods differ because they focus on different financial
measures in attempting to level the incidence of cost. Appropriate selection of a funding method
contributes to creating intergenerational equity between generations of taxpayers. The impact of
potential new employees entering the plan may also affect selection of a funding method, though this
is not a factor in this plan.
We believe it is most appropriate for the plan sponsor to adopt a theory of funding and consistently
apply the funding method representing that theory. This valuation was prepared using the entry age
normal cost method with normal cost determined on a level percent of pay basis. The entry age
normal cost method often produces initial contributions between those of the other more common
methods and is generally regarded by pension actuaries as the most stable of the funding methods
and is one of the most commonly used methods for GASB 45 compliance.
Factors Affecting the Selection of Assumptions
Special considerations apply to the selection of actuarial funding methods and assumptions for RWA.
The actuarial assumptions used in this report were chosen, for the most part, to be the same as the
actuarial assumptions used for the most recent actuarial valuations of the retirement plans covering
Authority employees. Other assumptions, such as healthcare trend, age related healthcare claims,
retiree participation rates and spouse coverage, were selected based on demonstrated plan
experience and/or our best estimate of expected future experience. We will continue to gather
information and monitor these assumptions for future valuations, as more experience develops.
In selecting an appropriate discount rate, GASB states that the discount rate should be based on the
expected long‐term yield of investments used to finance the benefits. CERBT provides participating
employers with three possible asset allocation strategies; a maximum discount rate is assigned to
each of these strategies, which may be rounded or reduced to include a margin for adverse deviation.
As requested by RWA and permitted by CERBT where its asset allocation Strategy #1 is employed, the
discount rate used in this valuation is 7.25%.
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H. Certification
This report presents the results of our actuarial valuation of the other post‐employment benefits
provided by the Regional Water Authority. The purpose of this valuation was to provide the actuarial
information required for RWA’s reporting under Statement 45 of the Governmental Accounting
Standards Board. The calculations were focused on determining the plan’s funded status as of the
valuation date, developing the Annual Required Contribution and projecting the Net OPEB Obligations
for the years to which this report is expected to be applied.
We certify that this report has been prepared in accordance with our understanding of GASB 45. To
the best of our knowledge, the report is complete and accurate, based upon the data and plan
provisions provided to us by RWA. We believe the assumptions and method used are reasonable and
appropriate for purposes of the financial reporting required by GASB 45. The results may not be
appropriate for other purposes.
The undersigned individual is a Fellow in the Society of Actuaries and Member of the American
Academy of Actuaries who satisfies the Academy Qualification Standards for rendering this opinion.

Signed: June 6, 2016

___________________________________
Catherine L. MacLeod, FSA, FCA, EA, MAAA
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Table 1
Results for fiscal year ending 2016: The annual required contribution (ARC) and annual OPEB expense
(AOE) for the Authority’s fiscal year ending June 30, 2016 were developed as part of the July 2013
valuation, but the financial statement for that period has not yet been finalized. We have illustrated
what we anticipate will be reported for OPEB under GASB 45 as of June 30, 2016 and included this
information in Appendix 1. We use the net OPEB asset projected from this Appendix as the starting
point for developing the net OPEB asset as of June 30, 2017, shown in Table 1B.
Results for fiscal years 2017 and 2018: The basic results of our July 1, 2015 valuation of OPEB
liabilities for RWA calculated under GASB 45 were summarized in Section E. Those results are applied
to develop the ARC, AOE and the net OPEB obligation (NOO) or net OPEB asset (NOA) to be reported
by RWA for its fiscal years ending June 30, 2017 and June 30, 2018. As noted earlier in this report,


The development of the ARC reflects the assumption that RWA will contribute at least 100%
of the total ARC each year, with contributions comprised of:
‐
‐

each current year’s implicit subsidy, and
contributions to the OPEB trust.2

If this understanding is incorrect or if actual Authority contributions differ by more than an
immaterial amount, some of the results in this report will need to be revised.


GASB 75 will not necessarily impact the development of results for funding purposes but will
change the development of the OPEB liability and expense information to be reported by
RWA in its financial statements for the fiscal year ending June 30, 2018. That information will
need to be developed at a later date and is outside the scope of this report.

Employees reflected in future years’ costs: The counts of active employees and retirees shown in
Tables 1A and 1C are the same as the counts of active and retired employees on the valuation date.
While we do not adjust these counts between valuation dates, the liabilities and costs developed for
those years already anticipate the likelihood that some active employees may leave employment
forfeiting benefits, some may retire and elect benefits and coverage for some of the retired
employees may cease. However, because this valuation has been prepared on a closed group basis,
no potential future employees are included. We will incorporate any new employees in the next
valuation.
We also note that the number of active employees expected to create an implicit subsidy OPEB
liability is lower than the number of those which create an explicit subsidy liability because 1 active
employee is already over age 65. CalPERS medical premiums for those over age 65 (active or retired)
and expected to be eligible for Medicare are not subsidized by active employee medical premiums, so
do not create an implicit subsidy liability.

2

RWA’s past practice has been to contribute 100% of the (explicit) ARC to the trust and to periodically request
reimbursement of retiree benefits paid directly to CalPERS. We assumed this practice would continue.
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Table 1A
ARC Calculation for FYE 2017
The table below develops the ARC for RWA’s fiscal year ending June 30, 2017 determined on a
prefunding basis, based on a “roll forward” of the July 1, 2015 valuation results. Calculations are
shown separately, and in total, relating to Explicit and Implicit OPEB benefits.
Funding Policy
Valuation date
Subsidy
For fiscal year beginning
For fiscal year ending
Expected long‐term return on assets
Discount rate

Explicit
7/1/2016
6/30/2017
7.25%
7.25%

Number of Covered Employees
Actives
Retirees
Total Participants
Actuarial Present Value of Projected Benefits
Actives
Retirees
Total APVPB

6
3
9
$

748,768 $
286,390
1,035,158

Actuarial Accrued Liability (AAL)
Actives
Retirees
Total AAL

493,540
286,390
779,930

Actuarial Value of Assets

911,253

Unfunded AAL (UAAL)
Normal Cost
Amortization method
Initial amortization period (in years)
Remaining period (in years)
Determination of Amortization Payment
UAAL
Factor
Payment

$

5
1
6
181,541 $
71,208
252,749
111,493
71,208
182,701
‐

6
3
9
930,309
357,598
1,287,907
605,033
357,598
962,631
911,253

182,701

51,378

43,643

11,967

55,610

(131,323) $
7.4465
(17,636)
43,643
(17,636)
1,886
27,893

$

Total
7/1/2016
6/30/2017
7.25%
7.25%

(131,323)

Level Dollar
10
10

Annual Required Contribution (ARC)
Normal Cost
Amortization of UAAL
Interest to fiscal year end
Total ARC at fiscal year end
Projected covered payroll
Normal Cost as a percent of payroll
ARC as a percent of payroll
ARC per active ee

Prefunding Basis
7/1/2015
Implicit
7/1/2016
6/30/2017
7.25%
7.25%

619,690 $
7.0%
4.5%
4,649

Level Dollar
10
10
182,701 $
7.4465
24,535
11,967
24,535
2,646
39,148
619,690 $
1.9%
6.3%
7,830

Level Dollar
10
10
51,378
7.4465
6,899
55,610
6,899
4,532
67,041
619,690
9.0%
10.8%
11,174
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Table 1B
Expected OPEB Disclosures for FYE 2017
This table develops the annual OPEB expense, estimates the expected OPEB contributions and
projects the net OPEB obligation as of June 30, 2017.
Fiscal Year End
Subsidy
1.

Calculation of the Annual OPEB Expense
a. ARC for current fiscal year
b. Interest on Net OPEB Obligation (Asset)
c. Adjustment to the ARC
d. Annual OPEB Expense (a. + b. + c.)

6/30/2017
Explicit

6/30/2017
Total

27,893 $
‐
‐
27,893

39,148 $
‐
‐
39,148

67,041
‐
‐
67,041

36,002
‐
(8,109)
27,893

‐
13,396
25,752
39,148

36,002
13,396
17,643
67,041

Change in Net OPEB Obligation (1.d. minus 2.d.)

‐

‐

‐

Net OPEB Obligation (Asset), beginning of fiscal year

‐

‐

‐

Net OPEB Obligation (Asset) at fiscal year end

‐

‐

‐

2.

3.

Calculation of Expected Contribution
a. Estimated payments on behalf of retirees
b. Estimated current year's implicit subsidy
c. Estimated contribution to OPEB trust
d. Total Expected Employer Contribution

$

Prefunding Basis
6/30/2017
Implicit

In the table above, we assumed that RWA would contribute 100% of the total ARC of $67,041.
We assumed that RWA would take credit for the $13,396 current year’s implicit subsidy as an OPEB
contribution by shifting recognition of this amount from an active healthcare expense to a retiree
healthcare benefit expense. If so, RWA’s cash contribution to the trust needed to fund the full ARC
would be reduced to $53,645.
Based on past practice, we assume RWA will seek reimbursement from the trust for its portion of
retiree premiums paid. As shown above, we estimate that RWA’s retiree benefit payments will total
$36,002 for the fiscal year ending June 30, 2017.
Notes on calculations above:
 Interest on the net OPEB obligation (or asset), shown above in item 1.b. is equal to the
applicable discount rate (7.25%) multiplied by the net OPEB obligation (or asset) at the
beginning of the year.
 The Adjustment to the ARC, shown above in item 1.c., is always the opposite sign of the net
OPEB obligation or asset and exists to avoid double‐counting of the amounts previously
expensed but imbedded in the current ARC. This adjustment is calculated as the opposite of
the net OPEB obligation (or asset) at the beginning of the year, plus interest on that amount
(item 1.b.) with the sum then divided by the same amortization factor used to determine the
ARC for this year (see the prior page for these factors).
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Table 1C
ARC Calculation for FYE 2018
In the table below, the July 1, 2015 valuation results have been adjusted (rolled forward) two years
based on the underlying actuarial assumptions. These results are used to develop the annual required
contribution (ARC) for the fiscal year ending June 30, 2018.
Funding Policy
Valuation date
Subsidy
For fiscal year beginning
For fiscal year ending
Expected long‐term return on assets
Discount rate

Explicit
7/1/2017
6/30/2018
7.25%
7.25%

Number of Covered Employees
Actives
Retirees
Total Participants
Actuarial Present Value of Projected Benefits
Actives
Retirees
Total APVPB

Prefunding Basis
7/1/2015
Implicit
7/1/2017
6/30/2018
7.25%
7.25%

6
3
9
$

792,736 $
281,469
1,074,205

Total
7/1/2017
6/30/2018
7.25%
7.25%

5
1
6

6
3
9

192,026 $
65,652
257,678

984,762
347,121
1,331,883

Actuarial Accrued Liability (AAL)
Actives
Retirees
Total AAL

565,811
281,469
847,280

129,734
65,652
195,386

695,545
347,121
1,042,666

Actuarial Value of Assets

969,210

25,752

994,962

(121,930)

169,634

47,704

45,061

12,356

57,417

Unfunded AAL (UAAL)
Normal Cost
Amortization method
Initial amortization period (in years)
Remaining period (in years)
Determination of Amortization Payment
UAAL
Factor
Payment

Level Dollar
10
10
$

Annual Required Contribution (ARC)
Normal Cost
Amortization of UAAL
Interest to fiscal year end
Total ARC at fiscal year end
Projected covered payroll
Normal Cost as a percent of payroll
ARC as a percent of payroll
ARC per active ee

(121,930) $
7.4465
(16,374)
45,061
(16,374)
2,080
30,767

$

639,830 $
7.0%
4.8%
5,128

Level Dollar
10
10
169,634 $
7.4465
22,780
12,356
22,780
2,547
37,683
639,830 $
1.9%
5.9%
7,537

Level Dollar
10
10
47,704
7.4465
6,406
57,417
6,406
4,627
68,450
639,830
9.0%
10.7%
11,408
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Table 1D
Expected OPEB Disclosures for FYE 2018
This table develops the annual OPEB expense, estimates the expected OPEB contributions and
projects the net OPEB obligation as of June 30, 2018.
Fiscal Year End
Subsidy
1.

Calculation of the Annual OPEB Expense
a. ARC for current fiscal year
b. Interest on Net OPEB Obligation (Asset)
c. Adjustment to the ARC
d. Annual OPEB Expense (a. + b. + c.)

6/30/2018
Explicit

6/30/2018
Total

30,767 $
‐
‐
30,767

37,683 $
‐
‐
37,683

68,450
‐
‐
68,450

40,651
‐
(9,884)
30,767

‐
17,565
20,118
37,683

40,651
17,565
10,234
68,450

Change in Net OPEB Obligation (1.d. minus 2.d.)

‐

‐

‐

Net OPEB Obligation (Asset), beginning of fiscal year

‐

‐

‐

Net OPEB Obligation (Asset) at fiscal year end

‐

‐

‐

2.

3.

Calculation of Expected Contribution
a. Estimated payments on behalf of retirees
b. Estimated current year's implicit subsidy
c. Estimated contribution to OPEB trust
d. Total Expected Employer Contribution

$

Prefunding Basis
6/30/2018
Implicit

In this table, we assumed that RWA would contribute 100% of the total ARC of $68,450.
We assumed that RWA would take credit for the $17,565 current year’s implicit subsidy as an OPEB
contribution by shifting recognition of this amount from an active healthcare expense to a retiree
healthcare benefit expense. If so, RWA’s cash contribution to the trust needed to fund the full ARC
would be reduced to $50,885.
Based on past practice, we assume RWA will seek reimbursement from the trust for its portion of
retiree premiums paid. As shown above, we estimate that RWA’s retiree benefit payments will total
$40,651 for the fiscal year ending June 30, 2018.
Notes on calculations above:

 Interest on the net OPEB obligation (or asset), shown above in item 1.b. is equal to the
applicable discount rate (7.25%) multiplied by the net OPEB obligation (or asset) at the
beginning of the year.

 The Adjustment to the ARC, shown above in item 1.c., is always the opposite sign of the net
OPEB obligation or asset and exists to avoid double‐counting of the amounts previously
expensed but imbedded in the current ARC. This adjustment is calculated as the opposite of
the net OPEB obligation (or asset) at the beginning of the year, plus interest on that amount
(item 1.b.) with the sum then divided by the same amortization factor used to determine the
ARC for this year (see the prior page for these factors).
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Table 2
Summary of Employee Data
Active members: RWA reported 6 active employees; all are currently participating in the medical
program. Age and service information for the reported individuals is provided in this chart:
Distribution of Benefits‐Eligible Active Employees
Current
Age
Under 25
25 to 29
30 to 34
35 to 39
40 to 44
45 to 49
50 to 54
55 to 59
60 to 64
65 to 69
70 & Up

Years of Service
Under 1

1 to 4

5 to 9

10 to 14

15 to 19

15 & Up

Total
0
0
1
0
1
1
0
2
0
1
0

Percent
0%
0%
17%
0%
17%
17%
0%
33%
0%
17%
0%
100%

1
1
1
1

1
1

Total

0

2

1

3

0

0

6

Percent

0%

33%

17%

50%

0%

0%

100%

Annual Covered Payroll
Average Attained Age for Actives
Average Years of Service

Retired members: There are also 3 retirees currently
receiving benefits under this program. Their ages are
summarized in the chart shown to the right.
Two of the current retirees are married and covering
their spouse on the medical plan; two are also currently
covered by Medicare; the other is not yet eligible.

July 2013 Valuation
$565,992
48.6
6.4

Retiree
1
2
3
Average

July 2015 Valuation
$600,184
50.6
8.4

Retirees by Age
PERS
Age
Service
58
31
71
30
82
9
70.3
23.3

RWA
Service
7
1
4
4.0

Reconciliation: There were no new retirements, employee terminations, deaths nor new benefits‐
eligible employees hired between July 1, 2013 and July 1, 2015.

Medical plan elections: The most popular plan selected is Kaiser HMO (Sacramento), followed by Blue
Shield Access HMO (Sacramento). One retiree selected coverage through PERS Choice PPO.
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Table 3A
Summary of Retiree Benefit Provisions
OPEB provided: The Regional Water Authority provides postemployment medical coverage to its
retirees. No other OPEB are provided.
Access to coverage: Medical coverage is currently provided through CalPERS as permitted under the
Public Employees’ Medical and Hospital Care Act (PEMHCA). This coverage requires the employee to
satisfy the requirements for retirement under CalPERS: either (a) attainment of age 50 (or age 52, if a
new miscellaneous employee on or after January 1, 2013) with 5 years of State or public agency
service or (b) an approved disability retirement.
If an eligible employee is not already enrolled in the medical plan, he or she may enroll within 60 days
of retirement or during any future open enrollment period. Coverage may be continued at the
retiree’s option for his or her lifetime. A surviving spouse and other eligible dependents may also
continue coverage. The employee must begin his or her retirement benefit (“warrant”) within 120
days of terminating employment with RWA to be eligible to continue medical coverage through the
Authority and be entitled to the employer subsidy described below.
Benefits provided: As a PEMHCA employer, RWA is obligated to contribute toward the cost of retiree
medical coverage through CalPERS for the retiree’s lifetime or until coverage is discontinued. If a
covered spouse survives the retiree and is entitled to survivor pension benefits, RWA is required to
continue this contribution toward the spouse’s coverage until his or her death. RWA has two PEMHCA
resolutions in effect at this time and RWA’s subsidy toward the retiree’s premium cost varies based
on the date an employee is hired and his or her years of service, as summarized below:


Employees hired prior to September 1, 2007, who do not make an irrevocable election to be
covered by the 2007 vesting resolution, are covered by a PEMHCA resolution effective in
January 1993. Initially, amounts for retirees were not equal to amounts provided to active
employees. However, at this point, RWA is obligated to contribute 100% of the cost of
medical premiums for these retired employees and their dependents up to but not exceeding
$400 per month.
There are 2 current retirees and no current active employees covered by this 1993 resolution.



All employees hired after August 31, 2007, and previously hired employees who make an
irrevocable election, are covered by the PEMHCA “vesting” resolution.
All current active employees and 1 current retiree are covered by this resolution.
This resolution provides that RWA will pay the full medical plan premium for retired
employees and their dependents up to specified dollar amounts (the caps vary based on the
level of coverage), multiplied by a vesting percent. Note that the vesting percent does not
apply to the premium, only to the maximum dollar amounts below. This means that a retiree
could be less than 100% vested, but if he or she chooses a less expensive plan, might still have
100% of the premiums paid. This is much more likely once the retiree reaches Medicare age.
o For 2016, the specified maximum amounts by coverage level are $705 (single), $1,343
(two‐ party) and $1,727 (family).
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Table 3A – Summary of Retiree Benefit Provisions
(Concluded)
Eligibility for retiree medical benefits under the PEMHCA Vesting resolution requires
additional service than under the 1993 resolution. In addition to meeting the age
requirements described under “Access to Coverage” on the preceding page, the employee
must complete at least 10 years of more of credited service in CalPERS; at least 5 years of
service must be with RWA. The employee must also retire from RWA and begin his/her
retirement benefit within 120 days of terminating employment, with one exception:
o If an employee works for RWA for 20 years or longer, terminates employment but
retires from another PERS employer and then begins his/her retirement benefit within
120 days of leaving that employer, the former RWA employee retains a vested right to
the retiree medical benefit provided by RWA under the PEMHCA Vesting resolution.
The vesting percent is based on years of
service as shown in this chart. In
determining the applicable percent,
service may not include additional
purchased service credits.
Disabled retirees are
considered 100% vested.

automatically

Years of
Qualifying
Service
Less than 10
10
11
12
13
14

Vested
Percent
0%
50%
55%
60%
65%
70%

Years of
Qualifying
Service
15
16
17
18
19
20 or more

Vested
Percent
75%
80%
85%
90%
95%
100%

Current premium rates: The 2016 CalPERS monthly medical plan rates in the Sacramento rate group
are shown in the table below. If different rates apply where the member resides outside of this area,
those rates are reflected in the valuation, but not listed here. The additional CalPERS administration
fee is assumed to be separately expensed each year and was not projected as an OPEB liability in this
valuation.

Plan
Anthem HMO Select HMO
Anthem HMO Traditional HMO
Blue Shield Access+ HMO
Blue Shield NetValue HMO
Health Net SmartCare
Kaiser HMO
UnitedHealthcare HMO
PERS Choice PPO
PERS Select PPO
PERSCare PPO

Sacramento 2016 Health Plan Rates
Actives and Pre‐Med Retirees
Ee Only
Ee & 1
Ee & 2+
$902.07 $1,804.14 $2,345.38
1,112.54
2,225.08
2,892.60
885.33
1,770.66
2,301.86
900.73
1,801.46
2,341.90
747.55
1,495.10
1,943.63
695.11
1,390.22
1,807.29
686.36
1,372.72
1,784.54
727.58
1,455.16
1,891.71
665.35
1,330.70
1,729.91
810.40
1,620.80
2,107.04

Medicare Eligible Retirees
Ee Only
Ee & 1
Ee & 2+
Not Available
Not Available
Not Available
Not Available
Not Available
297.23
594.46
1,011.53
320.98
641.96
1,053.78
366.38
732.76
1,169.31
366.38
732.76
1,131.97
408.04
816.08
1,302.32
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Table 3B
General CalPERS Annuitant Eligibility Provisions
The content of this section has been drawn from Section C, Summary of Plan Provisions, of the State
of California OPEB Valuation as of June 30, 2015, issued January 2016, to the State Controller from
Gabriel Roeder & Smith. It is provided here as a brief summary of general annuitant and survivor
coverage.
Health Care Coverage
Retired Employees
A member is eligible to enroll in a CalPERS health plan if he or she retires within 120 days of separation
from employment and receives a monthly retirement allowance. If the member meets this
requirement, he or she may continue his or her enrollment at retirement, enroll within 60 days of
retirement, or enroll during any Open Enrollment period. If a member is currently enrolled in a CalPERS
health plan and wants to continue enrollment into retirement, the employee will notify CalPERS and the
member’s coverage will continue into retirement.
Eligibility Exceptions: Certain family members are not eligible for CalPERS health benefits:





Children age 26 or older
Children’s spouses
Former spouses
Disabled children over age 26 who were
never enrolled or were deleted from
coverage






Grandparents
Parents
Children of former spouses
Other relatives

Coordination with Medicare
CalPERS retired members who qualify for premium‐free Part A, either on their own or through a spouse
(current, former, or deceased), must sign up for Part B as soon as they qualify for Part A. A member
must then enroll in a CalPERS sponsored Medicare plan. The CalPERS‐sponsored Medicare plan will pay
for costs not paid by Medicare, by coordinating benefits.
Survivors of an Annuitant
If a CalPERS annuitant satisfied the requirement to retire within 120 days of separation, the survivor
may be eligible to enroll within 60 days of the annuitant’s death or during any future Open
Enrollment period. Note: A survivor cannot add any new dependents; only dependents that were
enrolled or eligible to enroll at the time of the member’s death qualify for benefits.
Surviving registered domestic partners who are receiving a monthly annuity as a surviving beneficiary
of a deceased employee or annuitant on or after January 1, 2002, are eligible to continue coverage if
currently enrolled, enroll within 60 days of the domestic partner’s death, or enroll during any future
Open Enrollment period.
Surviving enrolled family members who do not qualify to continue their current coverage are eligible for
continuation coverage under COBRA.
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Table 4
Actuarial Methods and Assumptions
Valuation Date

July 1, 2015

Funding Method

Entry Age Normal Cost, level percent of pay3

Asset Valuation Method

Market value of assets

Long Term Return on Assets

7.25% (7.28% less .03% margin for adverse deviation)

Discount Rate

7.25% for explicit subsidy liability calculations;
7.25% for implicit subsidy liability calculations

Participants Valued

Only current active employees and retired participants and
covered dependents are valued. No future entrants are
considered in this valuation.

Salary Increase

3.25% per year, used only to allocate the cost of benefits
between service years

Assumed Wage Inflation

3.0% per year (component of the assumed annual salary increase;
not used for amortization since using level dollar amortization)

General Inflation Rate

2.75% per year

Demographic actuarial assumptions used in this valuation are based on the 2014 experience study of
the California Public Employees Retirement System using data from 1997 to 2011, except for a
different basis used to project future mortality improvements. Rates for selected age and service are
shown below and on the following pages. The representative mortality rates were those published by
CalPERS adjusted to back out 20 years of Scale BB to central year 2008 and then projected forward 6
years using Bickmore Scale 2014 to year 2014.
Mortality Before Retirement
Mortality rates in this table are from
the CalPERS experience study, adjusted
as described above.
These rates were then adjusted on a
generational basis by Bickmore Scale
2014 to anticipate future mortality
improvement each year until the
expected payments in any future year
occur.

CalPERS Public Agency
Miscellaneous Non‐
Industrial Deaths
Age
Male
Female
15
0.00020 0.00015
20
0.00028 0.00018
30
0.00051 0.00027
40
0.00070 0.00047
50
0.00147 0.00103
60
0.00340 0.00201
70
0.00619 0.00408
80
0.01157 0.00918

3

The level percent of pay aspect of the funding method refers to how the normal cost is determined. Use of
level percent of pay cost allocations in the funding method is separate from and has no effect on a decision
regarding use of a level percent of pay or level dollar basis for determining amortization payments.
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Table 4 ‐ Actuarial Methods and Assumptions
(Continued)
Mortality After Retirement

Representative mortality rates for 2014 are shown in the charts below.
The rates were then adjusted on a generational basis by Bickmore
Scale 2014 to anticipate future mortality improvement.
Healthy Lives
CalPERS Public Agency
Miscellaneous, Police & Fire
Post Retirement Mortality
Age
40
50
60
70
80
90
100
110
115

Male
0.00103
0.00475
0.00785
0.01541
0.04556
0.14423
0.32349
0.97827
1.00000

Female
0.00085
0.00480
0.00481
0.01105
0.03271
0.10912
0.29541
0.97516
1.00000

Disabled Miscellaneous
CalPERS Public Agency
Disabled Miscellaneous
Post‐Retirement Mortality
From Jan 2014 Experience
Study Report
Age
Male
Female
20
0.00548 0.00339
30
0.00717 0.00469
40
0.00887 0.00565
50
0.01594 0.01192
60
0.02530 0.01363
70
0.03394 0.02460
80
0.07108 0.05326
90
0.16458 0.14227

Termination Rates
Miscellaneous Employees: Sum of Vested Terminated & Refund Rates
for 0 ‐19 years of service; refund rates only for 20+ years of service
From CalPERS Experience Study Report Issued January 2014
Years of Service
Attained
0
5
10
20
25
30
Age
15
0.1812
0.0000
0.0000
0.0000
0.0000
0.0000
20
0.1742
0.0946
0.0000
0.0000
0.0000
0.0000
25
0.1674
0.0868
0.0749
0.0000
0.0000
0.0000
30
0.1606
0.0790
0.0668
0.0000
0.0000
0.0000
35
0.1537
0.0711
0.0587
0.0045
0.0000
0.0000
40
0.1468
0.0632
0.0507
0.0037
0.0024
0.0000
45
0.1400
0.0554
0.0427
0.0029
0.0017
0.0011

Service Retirement Rates

The following miscellaneous retirement formulas apply:
If hired prior to 1/1/2013:
If hired on or after 1/1/2013:

2.0% @ 55
2.0% @ 62

Illustrative retirement rates for each of these formulas are shown in
tables on the following page.
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Table 4 ‐ Actuarial Methods and Assumptions
(Continued)
Service Retirement Rates

Miscellaneous Employees: 2% at 55 formula
From CalPERS Experience Study Report Issued January 2014
Current
Years of Service
Age
5
10
15
20
25
30
50
0.0140 0.0180 0.0210 0.0250 0.0270 0.0310
55
0.0480 0.0610 0.0740 0.0880 0.1000 0.1170
60
0.0670 0.0860 0.1030 0.1230 0.1390 0.1640
65
0.1550 0.1970 0.2380 0.2850 0.3250 0.3860
70
0.1300 0.1650 0.2000 0.2400 0.2720 0.3230
75 & over 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000
Miscellaneous "PEPRA" Employees: 2% at 62 formula
From CalPERS Experience Study Report Issued January 2014
Current
Years of Service
Age
5
10
15
20
25
30
52
0.0103 0.0132 0.0160 0.0188 0.0216 0.0244
55
0.0440 0.0560 0.0680 0.0800 0.0920 0.1040
60
0.0616 0.0784 0.0952 0.1120 0.1288 0.1456
65
0.1287 0.1638 0.1989 0.2340 0.2691 0.3042
70
0.1254 0.1596 0.1938 0.2280 0.2622 0.2964
75 & over 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000

Disability Retirement Rates
CalPERS Public Agency
Miscellaneous Disability
From Jan 2014 Experience
Study Report
Age
Male
Female
20
0.00017 0.00010
25
0.00017 0.00010
30
0.00019 0.00024
35
0.00049 0.00081
40
0.00122 0.00155
45
0.00191 0.00218
50
0.00213 0.00229
55
0.00221 0.00179
60
0.00222 0.00135

CalPERS Public Agency
Fire Combined Disability
From Jan 2014
Experience Study Report
Age
Unisex
20
0.00017
25
0.00035
30
0.00084
35
0.00168
40
0.00310
45
0.00550
50
0.02821
55
0.04184
60
0.05974

CalPERS Public Agency
Police Combined Disability
From Jan 2014
Experience Study Report
Age
Unisex
20
0.00010
25
0.00175
30
0.00496
35
0.00818
40
0.01140
45
0.01461
50
0.01925
55
0.04909
60
0.06212
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Table 4 ‐ Actuarial Methods and Assumptions
(Continued)
Healthcare Trend

Other Limits on Employer
Cost Sharing

Participation Rate

Medical plan premiums and claims costs by age are assumed to
increase once each year. The increases over the prior year’s
levels are assumed to be effective on the dates shown below:
Effective
January 1

Premium
Increase

Effective
January 1

Premium
Increase

2016
2017
2018
2019

Actual
7.50%
7.00%
6.50%

2020
2021
2022
2023 & later

6.00%
5.50%
5.00%
4.50%

The $400 maximum benefit provided for retirees covered by
the 1993 PEMHCA resolution is assumed to remain fixed at this
level, with no future increase. However, there is an underlying
required PEMHCA minimum employer contribution (MEC). The
PEMHCA MEC is $125 per month in 2016, which we assumed
will increase annually by 4.5% in future years. Should the
PEMHCA MEC ever exceed the $400 fixed monthly benefit, we
assumed that RWA would be required to pay the MEC instead.
Active employees: All (100%) are assumed to continue their
current plan election in retirement.
Retired participants: Existing medical plan elections are
assumed to be continued until the retiree’s death.

Spouse Coverage

Active employees: 80% are assumed to be married and elect
coverage for their spouse in retirement. Surviving spouses are
assumed to retain coverage until their death. Husbands are
assumed to be 3 years older than their wives. Spouse gender is
assumed to be the opposite of the employee.
Retired participants: Existing elections for spouse coverage are
assumed to be continued until the spouse’s death. Actual
spouse ages are used, where known; if not, husbands are
assumed to be 3 years older than their wives.

Dependent Coverage

Active employees and retired participants currently covering
dependent children are assumed to end such coverage when
the youngest currently covered dependent reaches age 26.

Medicare Eligibility

Absent contrary data, all individuals are assumed to be eligible
for Medicare Parts A and B at age 65.
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Table 4 ‐ Actuarial Methods and Assumptions
(Concluded)
Excise tax on high‐cost plans

The expected value of excise taxes for high cost plan coverage
for retirees, now expected to be effective in the year 2020, was
included in this valuation. Annual threshold amounts for 2018
under the Affordable Care Act (ACA) were assumed to increase
at the General Inflation Rate. A 40% excise tax rate was applied
to the portion of premiums projected to exceed the threshold.
2018 Thresholds
Single
Other than Single

Development of Age‐related
Medical Premiums

Ages 55‐64
All Other Ages
$
11,850 $
10,200
$
30,950 $
27,500

Actual premium rates for retirees and their spouses were
adjusted to an age‐related basis by applying medical claim cost
factors developed from the data presented in the report,
“Health Care Costs – From Birth to Death”, sponsored by the
Society of Actuaries. A description of the use of claims cost
curves can be found in Bickmore’s Age Rating Methodology
provided in Addendum 1 to this report.
Representative claims costs derived from the dataset provided
by CalPERS for retirees not currently covered or not expected
to be eligible for Medicare are shown in the chart below:

Expected Monthly Claims by Medical Plan for Selected Ages
Male
50
53
56
59
Medical Plan
Blue Shield Access+ Sacramento
$
824 $
971 $ 1,128 $ 1,293
Kaiser Sacramento
690
814
945
1,083
Female
50
53
56
59
Medical Plan
Blue Shield Access+ Sacramento
$ 1,021 $ 1,121 $ 1,207 $ 1,304
Kaiser Sacramento
855
939
1,011
1,092

62
$ 1,470
1,231
62
$ 1,437
1,204

All current and future Medicare‐eligible retirees are assumed
to be covered by plans that are rated based solely on the
experience of Medicare retirees. Therefore, no implicit subsidy
is calculated for Medicare‐eligible retirees.
Changes Since the Prior Valuation:
Discount rate

[delete unless lower for implicit]

Assumed Wage Inflation

Decreased from 3.25% to 3.0%

General Inflation Rate

Decreased from 3.0% to 2.75%
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Table 4 ‐ Actuarial Methods and Assumptions
(Concluded)
Demographic assumptions

Assumed mortality, termination, disability and retirement rates
were updated from those provided in the CalPERS 2010
experience study report to those provided in the CalPERS 2014
experience study report. Rates of mortality were updated to
the rates in the midpoint year of the CalPERS 2014 experience
study (2008), then projected on a generational basis by
Bickmore Scale 2014.

Healthcare trend

Medical plan premium rates are assumed to increase at a
slightly lower rate in 2025 and later years than was assumed in
the prior valuation, the result of a change in our methodology
for estimating the potential impact of the excise tax for high
cost plans under the Affordable Care Act.

Age‐Related Medical Premiums

We implemented a model for developing age and gender
related medical premiums based on recent research and data
sponsored by the Society of Actuaries. We added an implicit
subsidy analysis for pre‐Medicare retirees covered by the
CalPERS medical program.

Excise Tax Impact

We directly reflected the potential impact of the excise tax
attributable to retirees for high cost healthcare plans for
retirees, as provided by the Affordable Care Act, rather than as
an adjustment to assumed future trend in healthcare costs.
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Table 5
Projected Benefit Payments
The following is an estimate of other post‐employment benefits to be paid on behalf of current
retirees and current employees expected to retire from RWA. Expected annual benefits have been
projected on the basis of the actuarial assumptions outlined in Table 4.
These projections do not include any benefits expected to be paid on behalf of current active
employees prior to retirement, nor do they include any benefits for potential future employees (i.e.,
those who might be hired in future years).

Fiscal Year
Ending
June 30
2016
2017
2018
2019
2020

Projected Annual Benefit Payments
Implicit Subsidy
Explicit Subsidy
Current
Future
Current
Future
Retirees
Retirees
Total
Retirees
Retirees
Total
Total
$ 29,027 $
‐
$ 29,027
$ 29,027
Not required to be disclosed
25,684
10,318
36,002
10,719
2,677
13,396
49,398
26,710
13,941
40,651
12,765
4,800
17,565
58,216
27,490
19,156
46,646
15,047
7,620
22,667
69,313
28,240
25,470
53,710
17,563
11,334
28,897
82,607

2021
2022
2023
2024
2025

28,951
24,341
18,235
18,289
18,351

32,286
37,502
47,845
56,094
57,344

61,237
61,843
66,080
74,383
75,695

20,300
11,523
‐
‐
‐

16,111
15,830
21,254
27,323
22,376

36,411
27,353
21,254
27,323
22,376

97,648
89,196
87,334
101,706
98,071

2026
2027
2028
2029
2030

18,420
18,502
18,596
18,702
18,818

60,213
66,424
67,905
68,092
73,858

78,633
84,926
86,501
86,794
92,676

‐
‐
‐
‐
‐

13,927
17,649
21,992
14,784
19,181

13,927
17,649
21,992
14,784
19,181

92,560
102,575
108,493
101,578
111,857

The amounts shown in the Explicit Subsidy section reflect the expected payment by RWA toward
retiree medical premiums in each of the years shown. The amounts are shown separately, and in
total, for those retired on the valuation date (“current retirees”) and those expected to retire after
the valuation date (“future retirees”).
The amounts shown in the Implicit Subsidy section reflect the expected excess of retiree medical (and
prescription drug) claims over the premiums expected to be charged during the year for retirees’
coverage. These amounts are also shown separately and in total for those currently retired on the
valuation date and for those expected to retire in the future.
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Appendix 1
Expected Disclosures for Fiscal Year End June 30, 2016
The annual OPEB expense and net OPEB obligation for the fiscal year ending June 30, 2016 were
projected in the July 1, 2013 valuation. Since the financial statements for this period have not yet
been prepared, we have restated information for fiscal year end 2016 for RWA’s reference. The net
OPEB obligation shown below becomes the starting net OPEB obligation shown in Table 1B.

Prefunding
6/30/2016

Fiscal Year End
1. Calculation of the Annual OPEB Expense
a. ARC for current fiscal year
b. Interest on Net OPEB Obligation (Asset)
at beginning of year
c. Adjustment to the ARC
d. Annual OPEB Expense (a. + b. + c.)
2. Calculation of Expected Contribution
a. Estimated payments on behalf of retirees
b. Estimated current year's implicit subsidy
c. Estimated net contribution to OPEB trust
d. Total Expected Employer Contribution

$

31,505
‐
‐
31,505

29,027
Not Applicable
2,478
31,505

3. Change in Net OPEB Obligation (1.d. minus 2.d.)

‐

Net OPEB Obligation (Asset), beginning of fiscal year

‐

Net OPEB Obligation (Asset) at fiscal year end

‐
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Appendix 2
General OPEB Disclosure and Required Supplementary Information
The Information necessary to complete the OPEB footnote in RWA’s financial reports is summarized
below, or we note the location of the information contained elsewhere in this report:
Summary of Plan Provisions:

See Table 3A

OPEB Funding Policy:

See Section F; details are also provided in Tables 1A and
1C

Annual OPEB Cost and
Net OPEB Obligation:

See Table 1B and 1D

Actuarial Methods and Assumptions:

See Table 4

Funding Status and
Funding Progress:

See Section E – Basic Valuation Results
Schedule of Funding Progress

Actuarial
Valuation
Date
7/1/2010
7/1/2011
7/1/2013
7/1/2015

Actuarial Value
of Assets
(a)
$
506,326
$
627,174
$
703,796
$
847,343

$
$
$
$

Actuarial
Accrued
Liability
(b)
431,286
552,007
609,640
882,010

Unfunded
Actuarial
Accrued
Liability
Funded Ratio
(b‐a)
(a/b)
$
75,040
117.4%
$
(75,167)
113.6%
$
(94,156)
115.4%
$
96.1%
34,667

$
$
$
$

Covered
Payroll
(c)
477,165
483,445
565,992
600,184

UAAL as a
Percentage of
Covered
Payroll
((b‐a)/c)
15.7%
‐15.5%
‐16.6%
5.8%

Required Supplementary Information: Three Year History of Amounts Funded
See chart below:
OPEB Cost Contributed

Fiscal Year
Ended
6/30/2014
6/30/2015
6/30/2016
6/30/2017
6/30/2018

Annual OPEB Employer OPEB
Cost
Contributions
$
40,299 $
40,299
$
29,114 $
29,114
$
31,505 $
31,505
$
67,041 $
67,041
$
68,450 $
68,450

Percentage of
Annual OPEB
Cost
Contributed
100.0%
100.0%
100.0%
100.0%
100.0%

Net OPEB
Obligation
(Asset)
$
‐
$
‐
$
‐
$
‐
$
‐

Italicized values above are estimates which may change if contributions are other than projected.

To see these values separately for explicit and implicit subsidy liabilities, please refer to Section E of
the report or to Tables 1B and 1D.
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Addendum 1: Bickmore Age Rating Methodology
Both accounting standards (e.g. GASB 45) and actuarial standards (e.g. ASOP 6) require that expected
retiree claims, not just premiums paid, be reflected in most situations where an actuary is calculating
retiree healthcare liabilities. Unfortunately the actuary is often required to perform these calculations
without any underlying claims information. In most situations, the information is not available, but even
when available, the information may not be credible due to the size of the group being considered.
Actuaries have developed methodologies to approximate healthcare claims from the premiums being paid
by the plan sponsor. Any methodology requires adopting certain assumptions and using general studies of
healthcare costs as substitutes when there is a lack of credible claims information for the specific plan
being reviewed.
Premiums paid by sponsors are often uniform for all employee and retiree ages and genders, with a drop
in premiums for those participants who are Medicare‐eligible. While the total premiums are expected to
pay for the total claims for the insured group, on average, the premiums charged would not be sufficient
to pay for the claims of older insureds, and would be expected to exceed the expected claims of younger
insureds. An age‐rating methodology takes the typically uniform premiums paid by plan sponsors and
spreads the total premium dollars to each age and gender intended to better approximate what the
insurer might be expecting in actual claims costs at each age and gender.
The process of translating premiums into expected claims by age and gender generally follows the steps
below.
1. Obtain or Develop Relative Medical Claims Costs by Age, Gender, or other categories that are
deemed significant. For example, a claims cost curve might show that, if a 50 year old male has $1
in claims, then on average a 50 year old female has claims of $1.25, a 30 year male has claims of
$0.40, and an 8 year old female has claims of $0.20. The claims cost curve provides such relative
costs for each age, gender, or any other significant factor the curve might have been developed to
reflect. Table 4 provides the source of information used to develop such a curve and shows
sample relative claims costs developed for the plan under consideration.
2. Obtain a census of participants, their chosen medical coverage, and the premium charged for their
coverage. An attempt is made to find the group of participants that the insurer considered in
setting the premiums they charge for coverage. That group includes the participant and any
covered spouses and children. When information about dependents is unavailable, assumptions
must be made about spouse age and the number and age of children represented in the
population. These assumptions are provided in Table 4.
3. Spread the total premium paid by the group to each covered participant or dependent based on
expected claims. The medical claims cost curve is used to spread the total premium dollars paid
by the group to each participant reflecting their age, gender, or other relevant category. After this
step, the actuary has a schedule of expected claims costs for each age and gender for the current
premium year. It is these claims costs that are projected into the future by medical cost inflation
assumptions when valuing expected future retiree claims.
The methodology described above is dependent on the data and methodologies used in whatever study
might be used to develop claims cost curves for any given plan sponsor. These methodologies and
assumptions can be found in the referenced paper cited as a source in the valuation report.
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Addendum 2: Bickmore Mortality Projection Methodology
Actuarial standards of practice (e.g., ASOP 35, Selection of Demographic and Other Noneconomic
Assumptions for Measuring Pension Obligations, and ASOP 6, Measuring Retiree Group Benefits
Obligations) indicate that the actuary should reflect the effect of mortality improvement (i.e., longer life
expectancies in the future), both before and after the measurement date. The development of credible
mortality improvement rates requires the analysis of large quantities of data over long periods of time.
Because it would be extremely difficult for an individual actuary or firm to acquire and process such
extensive amounts of data, actuaries typically rely on large studies published periodically by organizations
such as the Society of Actuaries or Social Security Administration.
As noted in a recent actuarial study on mortality improvement, key principals in developing a credible
mortality improvement model would include the following:
(1) Short‐term mortality improvement rates should be based on recent experience.
(2) Long‐term mortality improvement rates should be based on expert opinion.
(3) Short‐term mortality improvement rates should blend smoothly into the assumed long‐term
rates over an appropriate transition period.
The Bickmore Scale 2014 was developed from a blending of data and methodologies found in two
published sources: (1) the Society of Actuaries Mortality Improvement Scale MP‐2014 Report, published in
October 2014 and (2) the demographic assumptions used in the 2015 Annual Report of the Board of
Trustees of the Federal Old‐Age and Survivors Insurance and Federal Disability Insurance Trust Funds,
published July 2015.
Bickmore Scale 2014 is a two‐dimensional mortality improvement scale reflecting both age and year of
mortality improvement. The underlying base scale is Scale MP‐2014 which has two segments – (1)
historical improvement rates for the period 1951‐2007 and (2) Scale MP‐2014’s best estimate of future
mortality improvement for years 2008 and thereafter. The Bickmore scale uses the same improvement
rates as the MP‐2014 scale during the historical period 1951‐2007. In addition, the Bickmore scale uses
Scale MP‐2014’s best estimate of future mortality improvement for years 2008‐2010. The Bickmore scale
then transitions from the last used MP‐2014 improvement rate in 2010 to the Social Security
Administration (SSA) Intermediate Scale. This transition to the SSA Intermediate Scale occurs linearly over
the 10 year period 2011‐2020. After this transition period, the Bickmore Scale uses the constant mortality
improvement rate from the SSA Intermediate Scale from 2020‐2038. The SSA’s Intermediate Scale has a
final step down in 2039 which is reflected in the Bickmore scale for years 2039 and thereafter. Over the
ages 100 to 115, the SSA improvement rate is graded to zero.
Scale MP‐2014 can be found at the SOA website and the projection scales used in the 2015 Social Security
Administrations Trustees Report at the Social Security Administration website.
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Glossary
Actuarial Accrued Liability (AAL) – Total dollars required to fund all plan benefits attributable to
service rendered as of the valuation date for current plan members and vested prior plan members;
see “Actuarial Present Value”
Actuarial Funding Method – A procedure which calculates the actuarial present value of plan benefits
and expenses, and allocates these expenses to time periods, typically as a normal cost and an
actuarial accrued liability
Actuarial Present Value Projected Benefits (APVPB) – The amount presently required to fund all
projected plan benefits in the future, it is determined by discounting the future payments by an
appropriate interest rate and the probability of nonpayment.
Aggregate – An actuarial funding method under which the excess of the actuarial present value of
projected benefits over the actuarial accrued liability is levelly spread over the earnings or service of
the group forward from the valuation date to the assumed exit date, based not on individual
characteristics but rather on the characteristics of the group as a whole
Annual Required Contribution (ARC) – The amount the employer would contribute to a defined
benefit OPEB plan for a given year, it is the sum of the normal cost and some amortization (typically
30 years) of the unfunded actuarial accrued liability
Annual OPEB Expense – The OPEB expense reported in the Agency’s financial statement, which is
comprised of three elements: the ARC, interest on the net OPEB obligation at the beginning of the
year and an ARC adjustment.
Attained Age Normal Cost (AANC) – An actuarial funding method where, for each plan member, the
excess of the actuarial present value of benefits over the actuarial accrued liability (determined under
the unit credit method) is levelly spread over the individual’s projected earnings or service forward
from the valuation date to the assumed exit date
CalPERS – Many state governments maintain a public employee retirement system; CalPERS is the
California program, covering all eligible state government employees as well as other employees of
other governments within California who have elected to join the system
Defined Benefit (DB) – A pension or OPEB plan which defines the monthly income or other benefit
which the plan member receives at or after separation from employment
Defined Contribution (DC) – A pension or OPEB plan which establishes an individual account for each
member and specifies how contributions to each active member’s account are determined and the
terms of distribution of the account after separation from employment
Entry Age Normal Cost (EANC) – An actuarial funding method where, for each individual, the actuarial
present value of benefits is levelly spread over the individual’s projected earnings or service from
entry age to the last age at which benefits can be paid
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Glossary (Continued)
Excise Tax – The Affordable Care Act created a 40% excise tax on the value of “employer sponsored
coverage” that exceeds certain thresholds. The tax is first effective is 2020.
Frozen Attained Age Normal Cost (FAANC) – An actuarial funding method under which the excess of
the actuarial present value of projected benefits over the actuarial accrued liability (determined
under the unit credit method) is levelly spread over the earnings or service of the group forward from
the valuation date to the assumed exit date, based not on individual characteristics but rather on the
characteristics of the group as a whole
Frozen Entry Age Normal Cost (FEANC) – An actuarial funding method under which the excess of the
actuarial present value of projected benefits over the actuarial accrued liability (determined under
the entry age normal cost method) is levelly spread over the earnings or service of the group forward
from the valuation date to the assumed exit date, based not on individual characteristics but rather
on the characteristics of the group as a whole
Financial Accounting Standards Board (FASB) – A private, not‐for‐profit organization designated by
the Securities and Exchange Commission (SEC) to develop generally accepted accounting principles
(GAAP) for U.S. public corporations
Government Accounting Standards Board (GASB) – A private, not‐for‐profit organization which
develops generally accepted accounting principles (GAAP) for U.S. state and local governments; like
FASB, it is part of the Financial Accounting Foundation (FAF), which funds each organization and
selects the members of each board
Net OPEB Obligation (Asset) ‐ The net OPEB obligation (NOO) represents the accumulated shortfall of
OPEB funding since GASB 45 was implemented. If cumulative contributions have exceeded the sum of
the prior years’ annual OPEB expenses, then a net OPEB asset results.
Non‐Industrial Disability (NID) – Unless specifically contracted by the individual Agency, PAM
employees are assumed to be subject to only non‐industrial disabilities.
Normal Cost – Total dollar value of benefits expected to be earned by plan members in the current
year, as assigned by the chosen funding method; also called current service cost
Other Post‐Employment Benefits (OPEB) – Post‐employment benefits other than pension benefits,
most commonly healthcare benefits but also including life insurance if provided separately from a
pension plan
Pay‐As‐You‐Go (PAYGO) – Contributions to the plan are made at about the same time and in about
the same amount as benefit payments and expenses coming due
PEMHCA – The Public Employees’ Medical and Hospital Care Act, established by the California
legislature in 1961, provides community‐rated medical benefits to participating public employers.
Among its extensive regulations are the requirements that a contracting Agency contribute toward
medical insurance premiums for retired annuitants and that a contracting Agency file a resolution,
adopted by its governing body, with the CalPERS Board establishing any new contribution.

33

Other Post‐Employment Benefit Programs of the Regional Water Authority
Actuarial Valuation as of July 1, 2015

Glossary (Concluded)
Projected Unit Credit (PUC) – An actuarial funding method where, for each individual, the projected
plan benefit is allocated by a consistent formula from entry date to assumed exit date
Public Agency Miscellaneous (PAM) – Actuarial assumptions used by CalPERS for most non‐safety
public employees.
Select and Ultimate – Actuarial assumptions which contemplate rates which differ by year initially
(the select period) and then stabilize at a constant long‐term rate (the ultimate rate)
Trend – The healthcare cost trend rate, defined as the rate of change in per capita health claims costs
over time as a result of factors such as medical inflation, utilization of healthcare services, plan design
and technological developments
Unfunded Actuarial Accrued Liability (UAAL) – The excess of the actuarial accrued liability over the
actuarial value of plan assets
Unit Credit (UC) ‐‐ An actuarial funding method where, for each individual, the unprojected plan
benefit is allocated by a consistent formula from entry date to assumed exit date
Vesting – As defined by the plan, requirements which when met make a plan benefit nonforfeitable
on separation of service before retirement eligibility
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Regional Water Authority
Comparison of July 1, 2015 OPEB Valuation Results for Different CERBT Asset Allocation Strategies
Applied to Fiscal Year Ending June 30, 2017
Current Rate

Option 1

7.25%

Discount Rate
Explicit

Subsidy

Option 2
Increase
from 7.0%

7.00%

Implicit

Total

Explicit

Implicit

Increase
from 7.0%

6.75%

Total

Explicit

Implicit

Total

Actuarial Present Value of Future Benefits
Actives
Retirees

$

748,768 $

181,541 $

930,309 $

779,628

186,187 $

965,815

4%

$

812,425

191,006

1,003,432

8%

286,390

71,208

357,598

293,135

71,693

364,828

2%

300,189

72,184

372,373

4%

1,035,158

252,749

1,287,907

1,072,763

257,880

1,330,644

3%

1,112,614

263,191

1,375,805

7%

Actives

493,540

111,493

605,033

508,880

113,124

622,004

3%

524,969

114,781

639,749

6%

Retirees

286,390

71,208

357,598

293,135

71,693

364,828

2%

300,189

72,184

372,373

4%

Total

779,930

182,701

962,631

802,015

184,817

986,832

3%

825,158

186,965

1,012,123

5%

911,253

911,253

Total
Actuarial Accrued Liability

Actuarial Value of Assets

911,253

Unfunded Actuarial Accrued Liability (UAAL)

(131,323)
7.4465

182,701
7.4465

51,378
7.4465

(109,238)
7.5152

Normal Cost
Amortization of UAAL
Interest to fiscal year end
Annual Required Contribution (ARC)

43,643
(17,636)
1,886
27,893

11,967
24,535
2,646
39,148

55,610
6,899
4,532
67,041

Estimated retiree benefits/subsidy

36,002

13,396

Estimated Contributions to CERBT

(8,109)

Total Estimated Contributions

27,893

Amortization factor *

-

911,253

911,253

184,817
7.5152

75,579
7.5152

(86,095)
7.5851

186,965
7.5851

100,870
7.5851

45,621
(14,536)
2,176
33,261

12,309
24,592
2,583
39,484

57,930
10,056
4,759
72,745

47,715
(11,351)
2,455
38,819

12,663
24,649
2,519
39,831

60,378
13,298
4,974
78,650

49,398

36,002

13,396

49,398

36,002

13,396

49,398

25,752

17,643

(2,741)

26,088

23,347

2,817

26,435

29,252

39,148

67,041

33,261

39,484

72,745

38,819

39,831

78,650

* Amortization payments were developed over an open 10 year period with level dollar payments.

Prepared by Bickmore
June 10, 2016

-

4%

9%

-

911,253

9%

17%

Regional Water Authority
Prefunding vs. Pay‐As‐You‐Go Funding for the Implicit Subsidy Liability
FYE 2017 & 2018
Implicit Subsidy Liability Valuation Results
Valuation date

7/1/2015
Prefunding Basis
7/1/2016
7/1/2017
6/30/2017
6/30/2018
7.25%
7.25%
7.25%
7.25%

Funding Policy
For fiscal year beginning
For fiscal year ending
Long term asset return
Discount rate
Number of Covered Employees
Actives
Retirees
Total Participants

5
1
6

Actuarial Present Value of Projected Benefits
Actives
Retirees
Total APVPB

$

Actuarial Accrued Liability (AAL)
Actives
Retirees
Total AAL

181,541
71,208
252,749

5
1
6
$

111,493
71,208
182,701

Actuarial Value of Assets

Normal Cost
Amortization method
Initial amortization period (in years)
Remaining period (in years)
$

Annual Required Contribution (ARC)
Normal Cost
Amortization of UAAL
Interest to 06/30
Total ARC at fiscal year end

$

258,075
77,984
336,059

5
1
6
$

134,587
77,984
212,571

25,752

265,721
70,384
336,105
155,285
70,384
225,669

‐

‐

182,701

169,634

212,571

225,669

11,967

12,356

17,300

17,862

Level Dollar
10
10

Determination of Amortization Payment
UAAL
Factor
Payment

192,026
65,652
257,678

5
1
6

129,734
65,652
195,386

‐

Unfunded AAL (UAAL)

Pay‐As‐You‐Go Basis
7/1/2016
7/1/2017
6/30/2017
6/30/2018
4.00%
4.00%
4.00%
4.00%

182,701
7.4465
24,535

Level Dollar
10
10
$

169,634
7.4465
22,780

Level Dollar
10
10
$

212,571
8.4353
25,200

Level Dollar
10
10
$

225,669
8.4353
26,753

11,967
24,535
2,646
39,148

12,356
22,780
2,547
37,683

17,300
25,200
1,700
44,200

17,862
26,753
1,785
46,400

39,148 $

37,683 $

44,200 $

46,400

‐
‐
39,148

‐
‐
37,683

‐
‐
44,200

1,232
(3,798)
43,834

‐
13,396
25,752
39,148

‐
17,565
20,118
37,683

‐
13,396
‐
13,396

‐
17,565
‐
17,565

3. Change in Net OPEB Obligation (1.d. minus 2.d.)

‐

‐

30,804

26,269

Net OPEB Obligation (Asset), beginning of fiscal year

‐

‐

‐

30,804

Net OPEB Obligation (Asset) at fiscal year end

‐

‐

30,804

57,073

1. Calculation of the Annual OPEB Expense
a. ARC for current fiscal year
b. Interest on Net OPEB Obligation (Asset)
at beginning of year
c. Adjustment to the ARC
d. Annual OPEB Expense (a. + b. + c.)
2. Calculation of Expected Contribution
a. Estimated payments on behalf of retirees
b. Estimated current year's implicit subsidy
c. Estimated net contribution to OPEB trust
d. Total Expected Employer Contribution

$

Prepared by Bickmore June 16, 2016
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AGENDA ITEM 7: REGIONAL RELIABILITY PLAN UPDATE
BACKGROUND:
Staff is continuing to develop a project agreement to commence the Reliability Water
Reliability Plan project as a subscription-based program at RWA. On June 8, 2016,
staff held a meeting of potential project participants to provide an overview of the
main components of the project agreement. On June 16, 2016, staff released a draft
project agreement to the potential participating agencies for their review. Comments
are due by the next meeting on July 13, 2016.
Staff will provide a brief overview of the draft project agreement (see enclosure) to
the Executive Committee. After agencies had have chance to comment on the draft
agreement, staff will bring a final version of the project agreement for approval on
July 27, 2016.
STAFF RECOMMENDATION:
Information Presentation: Rob Swartz, Manager of Technical Services

REGIONAL WATER AUTHORITY
PROJECT AGREEMENT
REGIONAL WATER RELIABILITY PLAN
This Agreement is made and entered into as of the ____ day of ______, 2016, by and
between the Regional Water Authority (“RWA”), a joint exercise of powers authority formed
under California Government Code section 6500, and following, and the Members and
Contracting Entities of RWA listed in Exhibit 1 to this Agreement, upon their execution of this
Agreement (who are collectively referred to in this Agreement as “Participants”), to provide for
carrying out a project or program that is within the authorized purposes of RWA, and sharing in
the cost and benefits by the Participants.
RECITALS
A. RWA is a joint powers authority, formed to serve and represent regional water supply
interests and to assist its members in protecting and enhancing the reliability, availability,
affordability and quality of water resources.
B. The joint powers agreement (“RWA JPA”) pursuant to which RWA was formed and
operates, authorizes RWA to enter into a “Project or Program Agreement,” which is defined in
the RWA JPA as an agreement between RWA and two or more of its Members or Contracting
Entities to provide for carrying out a project or program that is within the authorized purposes of
RWA, and sharing in the cost and benefits by the parties to the Project or Program Agreement.
C. Article 21 of the RWA JPA states: “The Regional Authority’s projects are intended to
facilitate and coordinate the development, design, construction, rehabilitation, acquisition or
financing of water-related facilities (including sharing in the cost of federal, State or local
projects) on behalf of Members and/or Contracting Entities. The Regional Authority may
undertake the development, design, construction, rehabilitation, acquisition or funding of all or
any portion of such projects on behalf of Members and/or Contracting Entities in the manner and
to the extent authorized by such Members and/or Contracting Entities as provided in this
Agreement, but shall not accomplish these functions, nor acquire or own water-related facilities
in its own name.”
D. Article 22 of the RWA JPA states: “Prior to undertaking a project or program, the
Members and/or Contracting Entities who elect to participate in a project or program shall enter
into a Project or Program Agreement. Thereafter, all assets, benefits and obligations attributable
to the project shall be assets, benefits and obligations of those Members and/or Contracting
Entities that have entered into the Project or Program Agreement. Any debts, liabilities,
obligations or indebtedness incurred by the Regional Authority in regard to a particular project or
program, including startup costs advanced by the Regional Authority, shall be obligations of the
participating Members and/or Contracting Entities, and shall not be the debts, liabilities,
obligations and indebtedness of those Members and/or Contracting Entities who have not
Reliability projagree_draft 08jun16
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executed the Project or Program Agreement.”
E. RWA and the Participants desire to carry out a project and share in the costs and
benefits of the project, as a Project or Program Agreement as provided for in Articles 21 and 22
of the RWA JPA.
In consideration of the promises, terms, conditions and covenants contained herein, the
parties to this Agreement hereby agree as follows:
1. Recitals Incorporated. The foregoing recitals are hereby incorporated by reference.
2. Defined Terms. Terms defined in the RWA JPA will have the same meaning in this
Agreement.
3. Description of the Project. The project (“Project”) that RWA and the Participants
desire to carry out is the development of a Regional Water Reliability Plan (“RWRP”) to
improve the reliability of water supplies of the Participants. To achieve time and cost
efficiencies, this RWRP is being integrated with an existing effort to develop a Regional Drought
Contingency Plan (“RDCP”) among five large municipal water agenciesa with United States
Bureau of Reclamation water service contracts that will also participate in the RWRP. A more
detailed scope of work, schedule, and budget for the RWRP is attached hereto as Exhibit 2
(“Project Description”).
4. Project Committee. The Participants hereby form a Project Committee consisting of
one representative (and alternates) designated by each Participant. The Project Committee will
meet as necessary from time to time to administer and implement this Agreement on behalf of
the Participants. A majority of the members of the Project Committee will constitute a quorum,
and a majority of the members of the Project Committee will be required for an affirmative vote
to take action on behalf of the Participants.
5. Sharing in Project Costs and Benefits. The total estimated cost to complete the
Project is estimated at $821,000. Of that total, $361,000 is funded through an RDCP grant, an
existing RWA designation for integrated water management, and RDCP Participant and RWA
in-kind services. While it is anticipated that other sources of funding will be pursued during
development of the RWRP, the Participants will be responsible for funding up to the currently
identified funding need of $460,000. Project funds will be collected over multiple phases from
the Participants, with a Phase 1 collection total of $276,000. The remaining funds will be
collected if attempts to secure additional funding from other sources are unsuccessful.
Additional phases of collecting funds from the Participants will not occur prior to July 1, 2017.
The existing sources of funds, funding levels of the Participants, Phase 1 assessments, and not-to
exceed budgets for each Participant are further described and attached hereto as Exhibit 3
(“Financing Plan”). Each of the Participants will make one or more payments to RWA for
a

The RDCP agencies include: Placer County Water Agency, the cities of Folsom, Roseville, and Sacramento, and
San Juan Water District.

completion of the Project.
At the conclusion of the Project, RWA will pay back any surplus funds to the Participants on a
pro rata basis reflecting the amount of the payments made by each of the Participants. In
accordance with the provisions of Articles 21 and 22 of the RWA JPA, any debts, liabilities,
obligations or indebtedness incurred by RWA in regard to the Project will be the obligations of
the Participants, and will not be the debts, liabilities, obligations and indebtedness of those
Members and/or Contracting Entities who have not executed this Agreement.
6. Role of RWA. The RWA will (a) ensure that the interests of Members and
Contracting Entities of RWA who do not participate in this Project are not adversely affected in
performing this Agreement, (b) provide information to the Participants on the status of
implementation of the Project, (c) assist the Project Committee in carrying out its activities under
this Agreement, and 4) secure and manage consultant support services in completion of the
Project.
7. Authorization to Proceed with the Project. The Project is authorized to proceed
upon the commitment of $100,000 from Project Participants to fund initial Project costs. Upon
execution of this Agreement, the Participants agree to fund portion of the Project costs in an
amount and manner as described in Exhibit 3 (“Financing Plan”) to this Agreement.
8. Term. This Agreement will remain in effect for so long as any obligations under this
Agreement and/or obligations from other sources of funding secured for completing the Project
remain outstanding.
9. Withdrawal. A Participant may withdraw from this Agreement without requiring
termination of this Agreement, effective upon ninety days’ notice to RWA and the other
Participants, provided that, the withdrawing Participant will remain responsible for any
indebtedness incurred by the Participant under this Agreement prior to the effective date of
withdrawal.
10. Amendments. This Agreement may be amended from time to time with the
approval of all of the Participants and RWA.
11. General Provisions. Any notice to be given under this Agreement may be made by:
(a) depositing in any United States Post Office, postage prepaid, and shall be deemed received at
the expiration of 72 hours after its deposit; (b) transmission by facsimile copy; (c) transmission
by electronic mail; or (d) personal delivery. This Agreement shall be governed by the laws of
the State of California. This Agreement may be executed by the parties in counterpart, each of
which when executed and delivered shall be an original and all of which together will constitute
one and the same document.
The foregoing Regional Water Reliability Plan Project Agreement is hereby agreed to by
RWA and the Participants.
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6/17/2016

Dated: ______ __, 2016

_______ __, 2016

Signature

Signature

Name

Name

Regional Water Authority

Agency

EXHIBIT 1
PROJECT PARTICIPANTS
REGIONAL WATER AUTHORITY
REGIONAL WATER RELIABILITY PLAN PROJECT
Agency (Proposed)
California American Water
Carmichael Water District
Citrus Heights Water District
City of Folsom
City of Lincoln
City of Roseville
City of Sacramento
Del Paso Manor Water District
El Dorado County Water Agency
El Dorado Irrigation District
Fair Oaks Water District
Golden State Water Company
Orange Vale Water Company
Placer County Water Agency
Rancho Murieta Community Services District
Rio Linda/Elverta Community Water District
Sacramento County Water Agency
Sacramento Regional County Sanitation District
Sacramento Suburban Water District
San Juan Water District
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EXHIBIT 2
PROJECT DESCRIPTION
REGIONAL WATER AUTHORITY
REGIONAL WATER RELIABILITY PLAN PROJECT
[insert Exhibit 2 here]

EXHIBIT 3
FINANCING PLAN
REGIONAL WATER AUTHORITY
REGIONAL WATER RELIABILITY PLAN PROJECT
As shown in the table below, the total estimated cost to complete the Project is $821,000. Of
that total, $361,000 in funding is currently available through in-kind time, an existing grant, and
an existing designation from RWA. This leaves an unmet funding amount of $460,000.
Total Project Cost
Existing Sources of Funding:
Approved In-Kind Staff Time to Prepare RDCP

$821,000

Reclamation Grant to Prepare RDCP

$200,000

Existing RWA Designation for IRWM

$50,000

Unmet Funding Need to Complete Project

$111,000

$460,000

During implementation of the Project, additional sources of funding (e.g., grants) will likely be
pursued to supplement the unmet funding need. To ensure the unmet funding need is covered if
the other sources are not realized, a not-to-exceed fee of $460,000 is being established for the
Project Participants.
Fees will be collected from Participants through multiple phased assessments. The Phase 1
assessment will collect 60% of the not-to-exceed fee ($276,000 of the $460,000 total). Any
assessments beyond the Phase 1 assessment, if necessary, will not occur prior to July 1, 2017.
For purposes of establishing the Participant fees, multiple factors were considered, including: 1)
the agency customer service connections; 2) whether the Participant is also a Regional Drought
Contingency Plan Partner; and 3) whether the Participant is within, partially within, or outside
the core American River Basin Integrated Regional Water Management Plan core area. For
agencies outside the core area, no fee is being assessed. Activities with those agencies will
consist of limited surveying/interviewing, with those costs being covered through the existing
RWA IRWM designation. Because there are no fees to the agencies outside the core area, they
will not be required to execute a Project agreement with RWA and will not be considered Project
Participants. The resulting fees for the Project Participants are shown in the table below.
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DRAFT - FOR DISCUSSION PURPOSES
Participants
California American Water
Carmichael Water District
Citrus Heights Water District
City of Folsom (1)
City of Lincoln
City of Roseville (1)
City of Sacramento (1)
City of West Sacramento (3)
City of Yuba City (3)
Del Paso Manor Water District
El Dorado County Water Agency (2)
El Dorado Irrigation District (2)
Elk Grove Water District
Fair Oaks Water District
Golden State Water Company
Orange Vale Water Company
Placer County Water Agency (1)
Rancho Murieta Community Services District (2)
Rio Linda/Elverta Community Water District
Sacramento County Water Agency
Sacramento Regional County Sanitation District
Sacramento Suburban Water District
San Juan Water District (1)
Woodland-Davis Clean Water Agency (3)
(1) RDCP Partner
(2) Partially in contiguous core planning area
(3) Not in contiguous core planning area

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

Phase 1
24,000
7,800
9,600
18,000
9,600
30,000
30,000
1,800
6,000
6,000
7,800
7,800
9,600
2,400
30,000
1,200
2,400
24,000
12,000
24,000
12,000
276,000

Not-to-Exceed
$
40,000
$
13,000
$
16,000
$
30,000
$
16,000
$
50,000
$
50,000
$
$
$
3,000
$
10,000
$
10,000
$
13,000
$
13,000
$
16,000
$
4,000
$
50,000
$
2,000
$
4,000
$
40,000
$
20,000
$
40,000
$
20,000
$
$
460,000
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AGENDA ITEM 8: LEGISLATION UPDATE
BACKGROUND:
Since the last Executive Committee Meeting in April, the State Senate and Assembly
have gone through the process of committee hearings, amendments, and votes to
move bills out of their respective houses and onto the second house for further
consideration. That process wrapped up around the first week of June with many of
the bills RWA is tracking failing to be passed out of the house of origin. Those bills
are now inactive or dead.
As of June 16, the RWA Hot List of bills consists of 21 active bills including the
addition of SB 552 by Senator Wolk. SB 552 is a 2-year bill from 2015 that was
amended in May and is now being considered in the Assembly. The updated Hot Bill
list is attached to this report.
As amended, SB 552 would allow the State Water Resources Control Board to step
into the role of administrator and manager of water agencies that fail to meet water
quality standards and could require those same agencies to be consolidated with well
run, compliant water agencies. There are a couple of major concerns with this bill.
One is the lack of specificity in the bill relating to funding of the required
administrative services and whether the state appointed administrator would be
subject to Proposition 218. Further, this bill would specify that if the State ordered a
consolidation, customers of the subsumed water system may not be charged an
additional fee beyond the costs of the consolidation itself. As written, the subsuming
agency would have to take on additional costs and financial risk in the consolidation
of the troubled agency. RWA and other water organizations such as the Association
of California Water Agencies (ACWA) agree that safe drinking water is a right of
every Californian, but it is a cost that should not be paid by public water agencies and
their ratepayers as proposed in SB 552.
The Executive Director sent a letter opposing SB 552 on June 9 th to the members of
the Assembly Environmental Safety and Toxic Materials Committee. However, the
Committee passed SB 552 on June 14th and referred it to the Assembly Water,
Parks, and Wildlife (WPW) Committee for further consideration. We intend to send a
letter of opposition to the WPW Committee and direct Fernandez Government
Solutions (RWA’s contract lobbyist) to actively try to stop the bill from passage.
In addition to the SB 552 letter, RWA sent letters supporting AB 1716 (McCarty) and
SB 1340 (Wolk) and letters opposing SB 814 (Hill) and SB 1317 (Wolk). These
letters are available on the RWA website or upon request.
On May 18th, our local state representatives signed onto a letter addressed to the
legislative leadership advocating for $100 million from the Greenhouse Gas
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Reduction Fund (GGRF) to be provided to local water agencies for supplementing
the popular turf replacement programs. The timing of the letter coincided with the
State budget process and it was hoped that the budget would include appropriations
from the GGRF. At this time, it appears that the State budget will be passed without
a commitment on GGRF appropriations but there may be further consideration later
in the summer. RWA’s lobbyist and staff will continue to work with our local
delegation and the legislative leadership over the next couple of months to secure
these funds. (The delegate letter is on the RWA website and available upon
request.)
STAFF RECOMMENDATION:
Staff recommends the Executive Committee adopt the recommended changes to the
Hot List bills including the opposition to SB 552.
Information Presentation: John Woodling, Executive Director and Dave Brent, Water
Policy Advisor

Regional Water Authority – Legislative Hot
List – 2016 (June 8 Version)
RWA’s Legislative Hot List provides the summary and status of significant legislation followed by

RWA’s Advocacy Program. The Hot List includes bills determined to be of High or Medium priority
using the decision matrix included in the Legislative Platform and/or input from the Lobbyist
Subscription Program Committee. For more information on a specific bill, please contact Soyla
Fernandez, Hector Fernandez or Dave Brent.

RWA – Hot Bill Legislation (New Bills)

Position

RWA Interest: This bill would potentially benefit RWA’s efforts to provide
State funding for turf replacement and other water efficiency tools.
This bill would state the intent of the Legislature to enact future legislation to
appropriate $800 million from the GGRF for the 2016/17 fiscal year, for
among other things, $100 million to DWR for turf and toilet replacement
programs and $10 million for an energy efficient groundwater pump
replacement program.

Dead
SUPPORT

Introduced:
1/6/16

AB 1585 (Alejo D) Monterey County Water Resources Agency: Lake
Nacimiento and Lake San Antonio

Amended on
5/31

RWA Interest: For consideration, does RWA want to take positions on
earmark funding issues? The funding source , the General Fund, is
appropripriate.
Amended on 5/31 to reduce allocation to $10 million, identify the source as
the General Fund, and specify that the funding go to the DWR to grant to the
MCWR Agency for the purpose of constructing a water conveyance tunnel
between Lake Nacimiento and Lake San Antonio to reduce flooding, maximize
runoff capture and reduce saltwater intrusion.

Status
Introduced:
1/4/16

AB 1555 (Gomez D) Greenhouse Gas Reduction Fund.

Watch

Moved to
Senate on
6/6
To Com. on
RLS for
assignment

ACWA Watch
Introduced:
1/6/16

AB 1587 (Mathis R) Groundwater: subsidence abatement.
RWA Interest: Two things, first is the “earmark” issue and second is the
proposal to streamline groundwater recharge during droughts and floods. (As
of 4/14, the bill has been amended to remove the streamlining provision)
This bill contains two provisions of interest. The first issue is a provision that
would appropriate $50M of the $100M authorized in Prop 1 for groundwater
resource planning for those projects that would create groundwater recharge basins
in areas of fallow farmland.
ACWA Not Favor because the $50M appropriation is an amendment to Prop.
1.

Dead
Watch
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RWA – Hot Bill Legislation (New Bills)

Position

Status

AB 1588 (Mathis R) Water and Wastewater Loan and Grant Program.

Introduced:
1/6/16

RWA Interest: This bill offers an alternative source of funding (i.e., the
General Fund) for low income assistance programs. Consistent with our
“Public Goods Policy”.

Amended on
5/31

This bill would require the State Board to establish a program to provide low-

Watch

interest loans and grants to eligible, low income homeowners for specified
purposes related to drinking water and wastewater treatment. Creates the
“Water and Wastewater Loan and Grant Fund” and provides $10 M (per 5/31
amendments) from the General Fund, upon appropriation by the Legislature,
to the State Board for the program.
ACWA Favor

To Com. on
RLS for
assignment
Introduced:
1/12/16

AB 1649 (Salas D) Water Quality, Supply, and Infrastructure
Improvement Act of 2014: water storage projects.
RWA Interest: The bill attempts to confirm the commitment of the Legislature
to ensure Prop 1 funding and construction of qualified, surface water storage
projects. Importantly, it also greases the skids for Temperance Flat Dam and
Sites Reservoir which could probably be considered earmarks and a change to
Prop 1’s intent of having qualified projects compete for funding.

Moved to
Senate on
6/6

Minor
amendments
on 5/27

Watch

While these reservoirs are consistent with RWA priorities and principals
related to “Statewide Balanced Management Solutions Beneficial to the
Greater Sacramento Region”, they may be counter to our stance on “earmarks”.

Moved to
Senate on
6/2
To Com. on
RLS for
assignment

ACWA Opposed – due to earmark of specific projects counter to Prop 1
principles

AB 1716 (McCarty D) Lower American River Conservancy

Introduced:
1/27/16

RWA Interest: The LAR Conservancy would include local representation plus
State officials including, Secretary of the Natural Resources Agency, and the
directors of Finance, Fish and Wildlife, and Parks and Recreation. Also would
include appointees from the Governor, Senate Rules Committee, and the
Assembly Speaker.

Amendment
on 4/26 favorable to
our Support
position

This bill would establish in the Natural Resources Agency the Lower American
River Conservancy to receive and expend proceeds from bonds or other
appropriations for the benefit of the American River Parkway. The bill would
create the LAR Conservancy Fund in the State Treasury, and would specify that
moneys in the fund shall be available, upon appropriation, for the purposes of
the conservancy.
ACWA is not following this bill

Support

Moved to
Senate on
6/2
To Com. on
RLS for
assignment
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RWA – Hot Bill Legislation (New Bills)

Position

Status
Introduced:
2/2/16Amen
ded 3/28
and 4/27

AB 1749 (Mathis R) California Environmental Quality Act: exemption:
recycled water pipelines.
RWA Interest: As noted by ACWA, the original bill was part of the Trailer Bill
process (SB 88) that included the water system consolidation issue. RWA was
opposed to both the TB process and the consolidation component of SB 88.
The bill itself is helpful.

Moved to
Senate on
5/27

This bill extends the sunset of a CEQA exemption for construction of recycled
water pipelines and related infrastructure, including related groundwater
replenishment projects, approved or carried out before July 1, 2017.
Exemption is repealed January 1, 2018 or the end of Governor’s declared
drought emergency, whichever occurs first.

To Com. on
RLS for
assignment

This bill has become a very specific and short-term. Not sure it is
important to RWA anymore. Recommend removing from Hot List.
ACWA has a favor and amend position to include a broader range of
recycled water projects.
Introduced:
2/2/16

AB 1755 (Dodd D) The Open and Transparent Water Data Act.
RWA Interest: As the title implies, this bill is attempting to upgrade the
State’s collection, management, and transparency of water data, including
pending and previous water transfer information. Recommend that RWA work
through ACWA on this and AB 2304 (Levine).
This bill would enact the Open and Transparent Water Data Act. The act would
require the DWR to establish a public benefit corporation that would create
and manage (1) a statewide water information accounting system to improve
the ability of the state to meet the growing demand for water supply reliability
and healthy ecosystems, that, among things, would integrate existing water
data information from multiple databases and (2) an online water transfer
information clearinghouse for water transfer information that would include,
among other things, a database of historic water transfers and transfers
pending responsible agency approval and a public forum to exchange
information on water market issues.

Amended on
4/5 and 5/11
WATCH

Moved to
Senate on
6/1
To Com. on
RLS for
assignment

ACWA has moved to Support
Introduced:
2/12/16

AB 1925 (Chang R) Desalination: statewide goal.
RWA Interest: One of several desalination related bills. This one would
establish annual production goals for 2025 and 2030. This would be
consistent with RWA Priorities and Policy Principles if increased use of
desalination by exporters reduce dependency on Delta supplies, as it should,
If desalination in the State does become more of a priority, RWA will need to
keep an eye on funding sources and assure that the beneficiary pays principles
are upheld.
ACWA Favor if Amended

Dead
Watch
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RWA – Hot Bill Legislation (New Bills)
AB 1989 (Jones R) Water, energy and reduction of greenhouse gas
emissions
As gutted and amended on March 14, this bill would require the State Water
Board, in coordination with the California Energy Commission (CEC), the
Public Utilities Commission (PUC), and DWR, to develop and implement a
grant and low-interest loan program for water projects that result in the net
reduction of water-related GHG emissions.

Position

Status
Introduced:
2/16/16
Dead

Watch

ACWA Favor if Amended – change lead agency to DWR
AB 2040 (Melendez R) Outdoor Water Efficiency Act of 2016: personal
income tax credits: outdoor water efficiency.

Introduced:
2/17/16

RWA Interest: A tax credit for water efficiency improvements that would be
consistent with RWA Priority Issues and Policy Principles. However, the bill
would require local agency involvement.

Amended on
4/6 and 5/16

This bill, for taxable years beginning on or after January 1, 2016, and before
January 1, 2021, would allow a credit equal to 25% of the amount paid or
incurred by a qualified taxpayer for water-efficiency improvements, as
defined, on qualified real property in this state, as specified.

Watch

ACWA has not taken a position.
AB 2099 (Stone, Mark D) Safe drinking water assistance program.
RWA Interest: In its current form, this bill hits the mark by providing
assistance to low income households without depending on a PGC on water
ratepayers. The bill, as amended, would require the State Department of
Social Services to, on or before February 1, 2017, convene a workgroup to
develop recommendations for delivering a water benefit to supplement the
purchase of drinking water for low-income households with inadequate access
to safe drinking water. We need to keep an eye on it for amendments that
would utilize a PGC.
AB 2099 provides temporary relief to struggling families who live in homes
with inadequate drinking water supplies by offsetting the cost of purchasing
water during the interim wait for long-term water supply infrastructure
upgrades. The measure allows impoverished families who live in a community
or home with insufficient, contaminated, or otherwise unsafe drinking water
supplies to access a small supplemental cash benefit for purchasing water.
ACWA Watch

Fiscal bill –
held under
submission

Introduced:
2/17/16
Amended
3/28,4/14,
and 5/27
Moved to
Senate on
6/2
Watch

To Com. on
RLS for
assignment
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RWA – Hot Bill Legislation (New Bills)

Position

RWA Interest: This bill attempts to do a lot in managing water transfers. Key
concerns for RWA include 1) the establishment of the Ca. Water Market
Exchange, a 5-member board, four appointed by the Governor; 2) would this
be funded by a PGC? and 3) provisions that might limit an “open market” for
transfers. Recommend that RWA work through ACWA on this and AB 1755
(Dodd).
Would establish the California Water Market Exchange, governed by a 5member board, in the Natural Resources Agency. This bill would require the
market exchange, on or before December 31, 2017, to create a centralized
water market platform on its Internet Web site that provides ready access to
information about water available for transfer or exchange.

Status
Introduced:
2/18/16

AB 2304 (Levine D) California Water Market Exchange.

Dead

Watch

Reviewing amendments (AB 1755 appears more reasonable and
practical)
ACWA Support if Amended
Introduced:
2/19/16
AB 2480 (Bloom D) Source watersheds: maintenance and repair.
RWA Interest: Originally introduced as a “spot bill” AB 2480 declares it state
policy that source watersheds are recognized and defined as integral
components of California’s water system and that their maintenance and
repair are eligible for financing on an equivalent basis with other water
collection and treatment infrastructure. As recently amended, this bill would
require that, to the extent feasible, the maintenance and repair of source
watersheds and associated projects would receive financing consideration on
the same basis with other water collection and treatment infrastructure.

Watch

Amended:
3/17 – no
longer a spot
bill
Amended on
5/31
Potential
PGC
candidate

The stipulation that source watersheds would be eligible for financing on an
equivalent basis with other water infrastructure may mean that this bill will
become another vehicle for a PGC. RWA should keep an active eye on this bill.

Moved to
Senate on
6/6

ACWA Not Favor Unless Amended – Awaiting SLC input as of 6/8

To Com. on
RLS for
assignment
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RWA – Hot Bill Legislation (New Bills)

Position

RWA Interest: This bill would encourage local agencies to incentivize water
efficient landscapes. It also creates the Water Efficient Landscaping Fund that
provides funding for turf replacement and other water efficiency measures for
low-income and disadvantaged communities. The presumption is the Fund
would be part of a PGC.
Would require the DWR to create the California Water Efficient Landscaping
Program for the purpose of encouraging local agencies and water purveyors to
use economic incentives that promote the efficient use of water, promote the
benefits of consistent landscape ordinances, and support and enhance turf
replacement. This bill would create the Water Efficient Landscaping Fund and
provide that moneys in the fund are available, upon appropriation by the
Legislature, to the department for certain purposes.

Status
Introduced:
2/19/16

AB 2525 (Holden D) Water-efficient landscaping.

Dead

Watch

ACWA Watch
Introduced:
2/19/16

AB 2551 (Gallagher R) Surface storage: design-build contracts.
RWA Interest:
Copied from ACWA - As amended on April 5 and again on April 27, this bill
would amend the Public Contract Code instead of Proposition 1 to allow a local
agency to use the construction management at-risk, design-build, or designbuild-operate method of delivery on a CALFED surface storage project. The bill
would require these contracts to be awarded on a best value basis or to the
lowest responsible bidder, and establish a procurement process for these
contracts. The bill would also prohibit a contracting entity from being
prequalified or shortlisted unless it provides an enforceable commitment to
the local agency that the entity and its subcontractors who will be doing
construction on the project will use a skilled and trained workforce to perform
all work on the project or contract that falls within an apprenticeable
occupation in the building and construction trades, as specified.

Moved to
Senate 5/23
To Com. on
RLS for
assignment
Watch
Recommend
we remove
from Hot List

ACWA Favor and Amend
ACA 8 (Bloom D) Local government financing: water facilities and
infrastructure: voter approval.

Introduced:
2/19/16

RWA Interest: This measure attempts to add a tool to the toolbox water
agencies can use for funding needed infrastructure projects. Specifically, it
would exempt bonds sold for purposes of funding water related infrastructure
projects from the 1% property tax limit and it would lower the voter approval
threshold for such bonds from 2/3 of voters to 55% of voters.

No activity
since
introduction

ACWA Support

Support

Moved from
Watch to
Support
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RWA – Hot Bill Legislation (New Bills)

Position

RWA Interest: SB 814 will require both public and private urban retail water
suppliers that directly provide potable municipal water to more than 3,000
users – to define “excessive water use” and levy fines against excessive water
users .

Assigned to
Com. on W, P,
& W on 5/16

SB 814 was further amended on 6/6/16. The requirement to have a
penalty of $500 per ccf has been removed, there is a stipulation for
communities that are not fully metered and there is more emphasis on
local water shortages. RWA may want to consider removing opposition
to the bill and going neutral.
The bill prohibits excessive water use and requires water suppliers to assess a
penalty of at least $500 on residential water customers for every hundred
cubic feet used above an “excessive use definition”.

Status
Introduced:
1/4/16
Moved to
Assembly on
5/9

SB 814 (Hill D) Drought: excessive water use: urban retail water
suppliers.

OPPOSE

RWA Oppose
letter sent to
Com. on W, P,
& W on 5/23
Amended on
6/6

Would require water providers to:
 Establish an ordinance or rule to create a definition of excessive use based
on local conditions and declare that excessive use is a waste or unreasonable
use of water.
 Assess fines on residential customer’s water bills.
 Have a process for non-payment.
 Have an appeal process for assessed fines.

Calendar:
6/14 @ Com.
on W, P, & W

ACWA Oppose Unless Amended (as of April 7th)
Introduced:
1/27/16
SB 919 (Hertzberg D) Water supply: creation or augmentation of local
water supplies.
RWA Interest: SB 919 is attempting to encourage more recycled water and
desalination by cost-effectively tapping into oversupplies of renewable energy.
ACWA concludes that the existing language discourages inter-regional
transfers and is anti-robust water market. ACWA’s position at this point is a
“Favor if Amended”

Amended on
5/31

Watch

Moved to
Assembly on
5/9

SB 919 requires the Public Utilities Commission to develop a special time of
use rate for entities that augment local water supply through recycling,
brackish desalting, or desalination. The bill also requires the Commission to
adopt other policies that address the issue of oversupply.

Assigned to
Com. on
Utilities and
Commerce

ACWA Favor if Amended

Calendar:
6/15 @ Com.
on U&C
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RWA – Hot Bill Legislation (New Bills)

Position

Introduced:
2/18/16

SB 1233 McGuire D) Joint powers authorities: Water Bill Savings Act.
RWA Interest: This bill would authorize JPAs to provide funding for a
customer of a local agency to voluntarily acquire, install, or repair a water
efficiency improvement on the customer’s property. The bill would require the
customer to repay the JPA through an efficiency charge on their water billSB
1233 will provide local governments and disadvantaged communities the
necessary tools to fund water savings projects for customers who voluntarily
participate, thus helping the state achieve its continued goals of reducing
water us.

Amended on
5/23
Watch

ACWA Watch and Amend

RWA Interest: This bill, along with a few others, including SB 1263, SB 1317,
and SB 1318 all take strides towards more State Board control and seem to
also further define the water system consolidation requirements put into law
last year through the Trailer Bill process, specifically SB 88.

ACWA Oppose Unless Amended

Moved to
Assembly on
5/26
Assigned to
Com. on
Local Gov on
6/6
Introduced:
2/18/16

SB 1262 (Pavley D) Water supply planning.

SB 1262 , in conjunction with SB 1263 builds on the administration’s
Affordable Safe Drinking Water Initiative to update the “show me the water”
bills from 2012 (SB 610 and SB 221) as follows:
 Integrates GSA’s and consideration of groundwater sustainability plans into
water supply and land use planning.
• Prohibits use of groundwater to supply new development if the
groundwater basin has been deemed out of compliance with SGMA (i.e., is
“probationary”)
• Prohibits the use of hauled water
• Creates a process to discourage creation of new water systems when it is
geographically and economically feasible to connect to an existing system

Status

Moved to
Assembly on
5/26
Assigned to
Com. on W, P,
&W on 6/6
WATCH

Calendar:
6/28 @ Com.
W, P, &W
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RWA – Hot Bill Legislation (New Bills)

Position

Status
Introduced:
2/18/16

SB 1263 (Wieckowski D) Public water system: permits.
RWA Interest: This bill, along with a few others, including SB 1262, SB 317,
and SB 318 all take strides towards more State Board control and seem to also
further define the water system consolidation requirements put into law last
year through the Trailer Bill process, specifically SB 88.
Also, there is no definition of “new public water system” in the bill.

Moved to
Assembly on
5/10
WATCH

As amended on 6/8, SB 1262 would require an application for a permit for a
proposed new public water system to first submit a preliminary technical report
six months in advance to the State Board and would allow the State Board to
impose technical, financial, or managerial requirements on the permit.

Amended on
6/8

ACWA Oppose Unless Amended

Calendar:
6/14 @ Com.
on E.S. & T.M.
Introduced:
2/18/16

SB 1264 (Cannella R) Monterey County Water Resources Agency: Salinas
River System.
RWA Interest: This one is simply an earmark question. It probably doesn’t
have much of a chance of getting signed into law. Does RWA take stances on
earmark matters? To be determined after further direction from the Executive
Committee.
Would appropriate $1,000,000 from the General Fund to the Monterey County
Water Resources Agency, for use in the Salinas River, to assist in the removal
of excess vegetation and trash, increase efficiency of instream flow using
sediment and vegetation management strategies, and support the
development and implementation of long-term management policies.
ACWA Favor

Assigned to
Com. on E.S.
& T.M. on
6/8

Dead

Watch
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RWA – Hot Bill Legislation (New Bills)

Position

Status
Introduced:
2/19/16

SB 1294 (Pavley D) The California Community Climate, Drought, and Jobs
Resiliency Act.

Dead
RWA Interest: At face value, RWA agencies could benefit from this bill as it
specifically states that in awarding grants, the Department of Resources Recycling
and Recovery shall give priority to projects that would aid urban canopies at the
greatest risk from drought. The bill does not indicate where the funding would
come from so, RWA should keep an eye on this for potential PGC language.
Would require the Department of Resources Recycling and Recovery to award
grants to local conservation corps certified by the California Conservation
Corps for projects that improve the climate and drought resiliency of urban
canopies, community landscaping, and urban greening efforts through the use
of various water conservation methods, including the application of compost
and mulch.

Watch

ACWA Favor
Introduced:
2/19/16
RWA
opposition
letter sent to
author on
5/25

SB 1317 (Wolk D) groundwater extraction permit
RWA Interest: This bill will require local agencies to issue permits for
groundwater wells unless they adopt an ordinance regulating the installation
of groundwater wells before July 1, 2017.
Would, by July 1, 2017, require a city or county overlying a basin designated as
a high- or medium-priority basin to establish a process for the issuance of
permits for the development of a groundwater extraction facility in order to
prevent a new groundwater extraction facility from contributing to or creating
an undesirable result, as prescribed.
ACWA Oppose

OPPOSE

Amended on
5/27
Moved to
Assembly on
6/2
(narrowly
passed)
Held at Desk
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RWA – Hot Bill Legislation (New Bills)

Position

Introduced:
2/19/16

SB 1318 (Wolk D) Local government: drinking water infrastructure or
services: wastewater infrastructure or services.
RWA Interest: This bill is another step towards mandatory consolidations.
Recent amendments (4/12) slow down the process but still limit LAFCO
discretion. RWA is staying neutral at this point as this is a land use bill and is
universally opposed by LAFCO’s across the State.
Senate Bill 1318 ensures that disadvantaged communities secure access to
safe and affordable drinking water and wastewater services. Specifically, this
bill requires cities and special districts to make water and wastewater services
available to existing communities within or adjacent to their spheres of
influence prior to annexing more land or extending services for new
development.

Status

Amended on
6/1

OPPOSE

Moved to
Assembly on
6/2
(narrowly
passed)
Held at Desk

ACWA Oppose
Introduced:
2/19/16

SB 1340 (Wolk D) Water Conservation in Landscaping Act
RWA Interest: SB 1340 incorporates a requirement for the permitting of
stand-alone irrigation installations for commercial and large residential
landscapes into the Water Conservation and Landscaping Act. This is
definitely an added workload on local agencies but it does address a potential
problem area that is addressed in the Independent Technical Report produced
in response to AB 1420 (Laird). RWA may want to consider a “Support”
position.
SB 1340 would add to the model water efficient landscape ordinance a permit
requirement for the installation, expansion, or replacement of specified
automatic irrigation systems for a landscape project on or after July 1, 2017.
The bill would allow the governing body of a local agency to adopt an
ordinance prescribing fees for filing an application for the permit.
Recommend RWA move to a Support position
ACWA Oppose

Moved to
Assembly on
5/16

Support

RWA
Support
letter sent to
author on
5/23
Assigned to
Com. on W, P,
& W on 6/1
Amended on
6/8
Calendar:
6/14 @ Com.
W, P, & W
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RWA – Hot Bill Legislation (New Bills)
SB 1398

Position

Gut and
Amended on
3/28

(Leyva D) Public water systems: lead pipes.

Would require a public water system to compile an inventory of lead pipes in
use by July 1, 2018, and, after completing the inventory, to provide a timeline
for replacement of lead pipes in the system to the board. This bill would
require the board to establish best practices to ensure that chemicals
introduced into public water systems do not create corrosion or
contamination within the system.

Status

Watch

Version 6 of Hot List Summary – June 9, 2016
For review and discussion by Lobbyist Subscription Program Committee on 6/15
-

Amended on
5/31
Moved to
Assembly on
6/2 – Held at
Desk
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AGENDA ITEM 9: RWA JULY 14, 2016 BOARD MEETING
Action: Approve Agenda for July 14, 2016 Meeting of the RWA Board of
Directors

REGIONAL WATER AUTHORITY
REGULAR MEETING OF THE BOARD OF DIRECTORS
Thursday, July 14, 2016; 9:00 a.m.
5620 Birdcage Street, Suite 110
Citrus Heights, CA 95610
(916) 967-7692

AGENDA
The public shall have the opportunity to directly address the Board on any item of interest before or during the Board’s
consideration of that item. Public comment on items within the jurisdiction of the Board is welcomed, subject to
reasonable time limitations for each speaker. Public documents relating to any open session item listed on this agenda
that are distributed to all or a majority of the members of the Board of Directors less than 72 hours before the meeting are
available for public inspection in the customer service area of the Authority’s Administrative Office at the address listed
above. In compliance with the Americans with Disabilities Act, if you have a disability and need a disability-related
modification or accommodation to participate in this meeting, please contact the Executive Director of the Authority at
(916) 967-7692. Requests must be made as early as possible, and at least one full business day before the start of the
meeting.

1.

CALL TO ORDER AND ROLL CALL

2.

PUBLIC COMMENT

3.

CONSENT CALENDAR
a. Minutes from the May 12, 2016 RWA regular board meeting
Action: Approve Consent Calendar Item
b. Action: Approve RWA Associate application from Placer County

4.

EXECUTIVE COMMITTEE REPORT AND RECOMMENDATIONS
Information: Final minutes of the April 27, 2016 Executive Committee
meetings and draft minutes from the June 22, 2016 Executive Committee
meeting

5.

RWA JULY 2015 OTHER POST EMPLOYMENT BENEFITS (OPEB) AND
ACTUARIAL REPORT ON RETIREE BENEFITS
Action: Approve the RWA July 2015 OPEB and Actuarial Report on
GASB 45 retiree benefit evaluation with discount rate modifications
Action: Recommend continued funding of explicit OPEB subsidy

6.

EXECUTIVE DIRECTOR’S REPORT

7.

DIRECTORS' COMMENTS

ADJOURNMENT
Upcoming meetings:
Next Executive Committee Meetings – Wednesday, July 20, 2016 and Wednesday,
August 24, 2016, 8:30 a.m. at the RWA office.
Next RWA Board of Directors’ Meeting – Thursday, September 22, 2016 9:00 a.m., at
the RWA Office.

June 22, 2016

AGENDA ITEM 10: EXECUTIVE DIRECTOR REPORT

JUNE 22, 2016
TO:

REGIONAL WATER AUTHORITY EXECUTIVE COMMITTEE

FROM:

JOHN WOODLING

RE:

EXECUTIVE DIRECTOR’S REPORT

a) Government Affairs Update – The California Water Commission adopted the
emergency regulations for Groundwater Sustainability Plans and Alternatives as
presented by DWR on May 16, 2016. The regulations became effective on June 1,
2016. Staff provided comments from RWA, SGA, and through ACWA provided
comments to both DWR and the Commission (attached), and had a significant influence
on the final outcome of the regulations. DWR will be developing two additional
deliverables over the second half of the year; best management practices and the water
available for replenishment report. Staff will continue to engage through the Practitioner
Advisory Panel and ACWA Groundwater Committee. Staff continue to coordinate
discussions between SGA, West Placer Groundwater Group, and Sutter County
interests to plan for compliance in the North American Subbasin. Staff continues to
track developments in the SCGA portion of the region.
b) Water Efficiency Program Update – Governor Brown issued Executive Order B-37-16
on May 9, 2016 which outlined two majors tasks: directed the State Water Resources
Control Board (State Water Board) to adjust the Emergency Regulation conservation
targets to account for differing water supply conditions throughout the state and directed
the Department of Water Resources (Department) and the State Water Board to develop
a new water use target framework for longer term water reductions.
In response to the Executive Order, the State Water Board adopted a resolution and
updated the Emergency Regulation text on May 18th with final approval obtained by the
Office of Administrative Law on May 31st. The updated Emergency Regulation replaces
the supplier mandated conservation targets with a supplier self-certify process that
requires suppliers to demonstrate they can meet demands for an additional three drought
years. If a supplier cannot demonstrate a balance between supply and demand, they
must implement a conservation target to account for the deficit. The new targets that
result from the supplier self-certify process will take effect in June and will remain in effect
until January 2017. Staff anticipates that all RWA member agencies will be able to
demonstrate sufficient supplies for an additional three drought years, effectively
eliminating all mandatory conservation targets in the region. Wholesalers and retailers
must submit self-certify information by June 15th and June 22nd respectfully. However,
even with the mandatory targets eliminated, the region will continue its commitment to
promote and support long-term water efficiency. Several agencies are continuing to
request a voluntary reduction goal ranging from 10-20% compared to 2013 demand. The
Emergency Regulation period was extended through the previous October 2016 deadline
until January 2017. Monthly reporting of production and other information to the State
Water Board is still required. End user water waste prohibitions from the previous
______________________________________________________________________________________
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Executive Order will now be permanent.
Additionally the State Water Board and the Department have begun a process to develop
the new water use target permanent framework. These targets shall build on existing law
requirements such as 20 X 2020. The Executive Order states that targets should be
customized to the unique conditions of each agency and shall be based on strengthened
standards for indoor residential per capita water use, outdoor irrigation, commercial,
industrial and institutional (CII) use, and water lost through leaks. Several “listening
sessions” have already been hosted by the State Water Board and the Department to
gather information on how to develop this framework going forward. Staff expects several
workgroups will be formed to carry out more focused tasks to align with the different use
categories listed above. At this time, no future meetings have been scheduled. As stated
in the Executive Order, a draft proposed new water use target permanent framework shall
be publicly issued by January 10, 2017.
The Water Efficiency Program budget for Fiscal Year 2017 was unanimously approved at
the May RWEPAC meeting and includes a 5% increase ($20,000) in dues to cover
increases in overhead costs and additional public outreach funding for a total budget of
$432,000. Additionally the Program received $200,000 in supplemental grant funding for
public outreach. The focus of this year’s public outreach activities will be to transition
customers from drought actions back to long term efficiency practices through the theme
and associated activities of “Rethink Your Yard” in partnership with Save Our Water.
Activities have begun to officially launch this new campaign. Outreach messages can be
heard on Capital Public Radio and several other local radio stations. Additionally the
Program is hosting several related online contests including competing for the title of
dirtiest car in the region as a means to promote the Be Water Smart Car Wash program.
Grant funded activities will continue through the summer until September.
The Program has also been awarded a $2.5 million Department of Water Resources
(DWR) Water Energy Grant. The grant scope will include direct installs and showerhead
giveaways in disadvantaged communities and commercial, industrial, and institutional
(CII) fixture rebates. The CII fixture rebates component has been launched and staff has
completed 3 site inspections with 6 more lined up for June. Showerhead giveaway
events have been scheduled for July and October. The direct install component is
scheduled for this fall. The grant period concludes in December 2017.
c) Financial Documents – The financial reports ending May 31, 2016 are attached.
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Per California Government Code 6505.5 (e ), RWA reports the following unaudited information:
For the period ending May 2016
Cash in checking account:
LAIF Balance

$
$

284,935
1,411,547

For the period of
February 1 to May 31, 2016
Total cash receipts for the period:
$

5,286,013

Total cash disbursements for the period:

5,224,749

$

H:\Financial reports - LAIF-Grants\Financial reports\Government Code Required Qtr Reports\RWA report Gov code 6505\2016\

REGIONAL WATER AUTHORITY
Income Statement
Year-to-Date Performance, May 2016 - Department 10 to 20
11 Months Ended
May 31, 2016
REVENUES
Annual Assessments
Affiliate Members Annual
Associate Membership Annual
Powerhouse Science Center - Members
Powerhouse Science Center - Others
SGA Service Agreement Fees
SGA Service Fee - GASB 68
Holiday Social Revenue
15th Anniversary Revenue
Cash Discounts
Interest on S/T Investments

Annual
Budget

Unused

% Used

713,814.00
6,375.00
31,200.00
63,165.00
5,000.00
413,524.67
87,600.00
5,225.00
3,680.00
672.03
5,720.80

713,800.00
3,000.00
31,200.00
60,000.00
5,000.00
527,900.00
33,000.00
5,600.00
0.00
0.00
3,200.00

(14.00)
(3,375.00)
0.00
(3,165.00)
0.00
114,375.33
(54,600.00)
375.00
(3,680.00)
(672.03)
(2,520.80)

100.0 %
212.5 %
100.0 %
105.3 %
100.0 %
78.3 %
265.5 %
93.3 %

TOTAL REVENUES

1,335,976.50

1,382,700.00

46,723.50

96.6 %

TOTAL REVENUE

1,335,976.50

1,382,700.00

46,723.50

96.6 %

GROSS PROFIT

1,335,976.50

1,382,700.00

46,723.50

96.6 %

OPERATING EXPENDITURES
Staff Expenses
General Salaries
Benefits/Taxes
Travel / Meals
Professional Development
TOTAL Staff Expenses

580,373.28
513,398.04
12,418.73
1,447.00
1,107,637.05

658,400.00
537,400.00
15,500.00
5,200.00
1,216,500.00

78,026.72
24,001.96
3,081.27
3,753.00
108,862.95

88.1 %
95.5 %
80.1 %
27.8 %
91.1 %

22,886.82
23,961.24
0.00
9,094.94
9,024.31
11,625.09
1,262.18
9,018.11
6,442.80
93,315.49

25,000.00
25,000.00
3,100.00
11,300.00
7,700.00
25,800.00
3,100.00
13,400.00
12,400.00
126,800.00

2,113.18
1,038.76
3,100.00
2,205.06
(1,324.31)
14,174.91
1,837.82
4,381.89
5,957.20
33,484.51

91.5 %
95.8 %

Office Expenses
Rent & Utilities
Insurance
Office Maintenance
Telephone
Dues and Subscription
Printing & Supplies
Postage
Meetings
Computer Equipment/Support
TOTAL Office Expenses

YTD Variance Performance Income Statement
REGIONAL WATER AUTHORITY

178.8 %

80.5 %
117.2 %
45.1 %
40.7 %
67.3 %
52.0 %
73.6 %

Page 1

11 Months Ended
May 31, 2016

Annual
Budget

Unused

% Used

Office Furniture & Equipment
Office Furniture

0.00

2,600.00

2,600.00

TOTAL Office Furniture & Equipment

0.00

2,600.00

2,600.00

Professional Fees
ADP / Banking Charges
Audit Fees
Legal Fees
GASB 68 reporting fee
Consulting Expenses - General
Powerhouse Science Center Payments

1,282.47
18,500.00
43,667.42
650.00
113,489.22
25,000.00

1,900.00
21,500.00
80,000.00
0.00
220,000.00
25,000.00

617.53
3,000.00
36,332.58
(650.00)
106,510.78
0.00

51.6 %
100.0 %

TOTAL Professional Fees

202,589.11

348,400.00

145,810.89

58.1 %

1,403,541.65

1,694,300.00

290,758.35

82.8 %

OPERATING INCOME (LOSS)

(67,565.15)

(311,600.00)

(244,034.85)

21.7 %

NET OPERATING INCOME (LOSS)

(67,565.15)

(311,600.00)

(244,034.85)

21.7 %

NET INCOME (LOSS) NET OF PROGRAM

(67,565.15)

(311,600.00)

(244,034.85)

21.7 %

TOTAL OPERATING EXPENDITURES

YTD Variance Performance Income Statement
REGIONAL WATER AUTHORITY

67.5 %
86.0 %
54.6 %

Page 2

Investments, Restricted Cash and Designated Funds, Undesignated Funds and Cash Report

For the month ending:

Unaudited
May 31, 2016

Audited
June 30, 2015

Local Agency Investment Fund (LAIF)
General Checking Account

$1,411,547
$284,935

$1,205,826
$242,339

Total Cash and Investments

$1,696,482

$1,448,165

$146,265
$113,140
$20,068
$161,773
$87,806
$14,325
$0
$112,200
$28,100
$75,000
$100,300
$141,460

$271,859
$118,952
$6,850
$197,345
$70,000
$56,311
$3,323
$98,100
$27,900
$125,315
$60,710
$0

Less: Restricted Cash and Designations1
Water Efficiency Program (WEP)2
Prop 84 Project Management2
Proposition 50 Grant Management2
USBR CALFED Programs2
Lobbying Subscription Program2
Integrated Regional Water Management Program (IRWMP)2
SRCSD Water Suppliers2
Membership Dues Stabilization
Subscription Program Stabilization
Pension Plan Accounting Change
Powerhouse Science Center
Strategic Plan Fund
Total Designated Funds, excluding operating fund
Total Available Cash for Operating Funds
Operating Fund3
Undesignated Funds5
Total Designated and Undesignated Funds

4
4
4
4
4

$1,000,437
$481,400
$214,645

$1,036,665
6

$1,696,482

1

Designated funds represents amounts set aside for program specific purposes.

2

The cash for this designated fund is restricted as to its use for these specific programs based upon contractual
agreements with the participating member agencies.

3

Per Policy 500.1, the Operating Fund is available to pay ongoing RWA operations and administration expenses.

4

The designated amounts reflect the June 30, 2015 projected year end balance from the FY2016 budget
less amounts not received as anticipated by SGA.

5

Per Policy 500.1, Funds in excess of the maximum target designated balances may be used to offset future
membership dues and subject to an annual review by the Board.

6

The operating fund at June 30, 2016 is planned to be at 4 months.

$

411,500
$0
$1,448,165

June 22, 2016

AGENA ITEM 11: DIRECTORS’ COMMENTS

