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The Metropolitan District Commission--
Board of Finance Budget Workshop
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Agenda

2020 Budget Schedule

Overview of MDC Budget Process

Adopted 2019 Revenue and Expense Budgets

2019 General Fund Projected Year End

2019 Water Utility Fund Projected Year End

2020 Big Picture Issues

2020 Budget Drivers

CWP Household Bills Scenario 1 vs. Scenario 2, MDC Average
Clean Water Project Charge Analysis

Funding Plan for OPEB

Scenarios Ad Valorem and the Customer Service Sewer Charge
Additional Slides Regarding Cost Shift to Ad Valorem from CWP
Comments/ Questions
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2020 Budget Schedule (Draft)

September 10
(and 9/26, 10/10 as needed)

September19

October TBD

November 6

November 18

November TBD

December 2

December 2

December 2019

Town Manager/ Town Finance Director High
Level Budget Discussions

BOF Budget Workshop
Second BOF Workshop
District Board refers Budget to BOF

BOF Meeting for Budget Review, possible amendments in order to move to
District Board for consideration

Water Bureau Public Hearing re Water Supply Ordinance

MDC Government Committee to consider/ approval possible amendment of
Water Supply Ordinance and refer to District Board

MDC District Board adopts Budget

MDC

Levy Tax/ Publish Ordinance

.
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Overview of MDC Budget Process

Assemble Revenue & Expense Data

Compile Expenditure Requests by Cost Center and by
Account

Compile Miscellaneous Revenues by Fund
|dentify Shortfalls by Fund

Review Current Year Projections

Review Current Fund Balances

Analyze Existing Rate Structures

Prepare Options To Balance Budget For Management Review
MDC
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Adopted 2019 Revenue Budget

2019 Budgeted Water Revenues 2019 Budgeted Sewer Revenues
Designated
from Surplus
Non: Other $3.5M
S S s AN e / 3.80%  Other Sewer
Revenues Revenues
$2.1M N $6.8M Rsell%l:\js
0, .
- - 18.70
Sale of Water-
Fixed Other Gov't
$23.1M < _~ Agencies
Sale of Water- 23.30% $5.0M
Variable / 5.41%
$66M
67.50%
Tax on Sewer User
Member Charge
Municipalitiej/ $17.5M
$48.2M 19.20%
52.90%
Total $98.2M Total $91.2M MDC
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Adopted 2019 Expenditure Budget

FY Adopted 2019 Expenditure Budget

Contingency, Operations,
$4,000,000 , $18,199,200 ,
D AL 9%

Debt Service,

$65,822,800 ,
35% Facilties,
$39,128,700 ,
21%

General Insurance,
$4,747,100 ,
2%
y  Special Programs & Agrmts.,
$5,033,200 ,
3%
\ Taxes,
L Finance, $3,610,500,
I

Employee Benefits, $6,886,300 , 2%
$28,507,900 , lr 4%
15% i
A Information Technology, Executive/Administration, “Dc
36,928,100, $6,524,400 ,
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2019 General Fund Projections
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MS 2019 2019

General Fund Operations Adopted Projected Variance
Revenues

Tax on Member Municipalities S e Rt -
Revenue for Other Gov't Agencies 4.96 5.75 0.79
Other Sewer Revenues 17.11 14.61 (2.50)
Sewer User Charge Revenues 17.54 18.20 0.66
Surplus Designated from Prior Yr. 3.50 - (3.50)
Total Revenue S 91.26 S 86.71 S (4.55)
Total Operating Expenses S 91.26 S 87.26 S (4.00)
Year End Fund Projection from Operations - Surplus S 0.55

Projected revenues are lower due to Groundwater Remediation and not using Surplus; offset by
higher than budgeted sludge and septage. Projected favorable expenditures by not using

Contingency.

The content of this presentation is for informational purposes only---do not distribute.

MDC
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2019 Water Utility Projections

M$ 2019 2019

Water Utility Fund Operations Adopted Projected Variance
Revenues

Sale of Water S 89.12 S 85.36 S (3.76)
Other Operating Revenues 6.82 6.46 (0.36)
Non-Operating Revenues 2.26 1.25 (1.01)
Total Revenue S 98.20 S 93.07 S (5.13)
Total Operating Expenses S 98.20 S 97.90 S (0.30)
Year End Fund Projection from Operations - Deficit S (4.83)

Unfavorable revenues are due to lower consumption levels than budgeted. Projected expenses in
2019 are currently favorable to budget due to delay in filling positions, offset by higher than budget
overtime expenses due to water main breaks during the winter.

MDC

The content of this presentation is for informational purposes only---do not distribute. 1
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2020 Big Picture Issues

DEEP approval of Long-Term Control Plan (LTCP)

e Incremental capital cost as a result of a migration to CIP from CWP
« 5450 million CWP and on-going CMOM expenses
« $1.25 million additional interest expense in 2020

Proactive maintenance infrastructure
OPEB Trust funding options and long-term implications
Continue to “do more with less”

Deployment of solutions/ strategic investments
e Healthier Workforce

Resolve impasse with DEEP re Hartford Landfill

Increase water main replacement from 1-2 miles per year to 8-10 miles (capital
spend will go from $6 million to $26 million per year)

Phase 2 of the Raftelis Study

Funding for litigation settlements
Riverfront Transition Plan MDC
Master Plan for Water Infrastructure (S750 million)
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2020 Budget Drivers

Revenue Changes Expense Changes
Consumption—3.6% decrease expected Debt Service-- $70 million (vs. $66 million in 2019)
2019 refunding bond savings $1.4 million (5x-FY2020-24) Labor Costs & Employee Benefits
Sludge revenue from outside the district expected to continue, ¢ Anthem Costs — cost of 2 new programs including “Livongo”
although new EPA regulations could create new challenges which support efforts to promote employee wellness, $55K in
Groundwater remediation revenues from Pratt & Whitney ($3.6 2020
million/yr) should provide some additional stability e 2020 headcount reduction --481 down from 485
Decreased reliance expected on CWP Overhead Charge $8mm to ® COLA: 3% increase for all employees
$7.2mm based upon reduction in CWF bonds outstanding ®  Milliman Pension administration expense $71K/yr (plus $24K
As yet undetermined rate adjustments necessary to mitigate Ad one time cost)
Valorem increase °

Retiree one time payment buyout, $271K (1 time cost)
CT Airport Authority $380K/ year for incremental groundwater

$1.2 million/ year incremental SAP application management support
remediation

costs

Long-term plan for OPEB— Impact of GASB 75/ possible phase in to full
funding of ADEC (ARC) with other commitments such as:

e Retiree Insurance buyout expense (OPEB expense S2 million )

General Insurance expected to increase by $1 million, being driven by
additional capital asset acquisition

Unknown impact of costs associated DEEP nitrogen credits
In-sourcing Payroll expected to provide $135,000 expense savings M DC

.
|

10



CWP Household Bills Scenario 1 vs. Scenario 2, MDC

Average
$1,800
m Ad Valorem m CWRC
$1,600 $1,552-$1.541
$1.400 $1,388 $1,385
31,287 ¢4 53
$1,216 >l
$1,200 $1,148 $1,142
$1,088 $1,048
$1,000 5949 $928 981
$834 $831
$800
$600 $593 4583
$400
$200
S0
2019 Scen Scen Scen Scen Scen Scen Scen Scen Scen Scen Scen Scen Scen Scen Scen Scen Scen Scen
1 2 1 2 1 2 1 2 1 2 1 2 1 2 1 2 1 2
2020 2020 2025 2025 2030 2030 2035 2035 2040 2040 2045 2045 2050 2050 2055 2055 2060 2060

= Similar household bills, but different programs
= Scenario 1 builds tunnel sooner and sewers continue to fail/repaired on Ad Valorem

= Scenario 2 delays tunnel, focuses on Integrated Plan projects that address sewer system while reducing
CSOs, and moves burden from Ad Valorem to Clean Water Project Charge (CWPC)




Clean Water Project Charge ($/CCF)

Clean Water Project Charge Analysis

$9.00

$8.00

$7.00

$6.00

$5.00

$4.00

$3.00

$2.00

$1.00

$-

Comparison of CWPC charge ramp up

Proposed Integrated Plan as submitted in

December 2018. All projects receive grant and ‘/V_>
loan funding, charge ramps up steadily and -

levels out at $7.40. $40 M/yr IP spending

begins in 2020.

» »
Alternative Scenario / Integrated Plan not

approved yet: Spend current authorization plus
amount equal to grants for SHCST 3,4,5 by end
of 2023. Hold CWPC at $4.10 through 2022.
Delay additional IP spending until 2023. Charge
peaks at $8.00

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

MDC
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Funding Plan for OPEB

The Metropolitan District Other Post-Employment Benefits Program

Valuation Date
For Fiscal Year
Discount Rate

Accrued Liability

Market Value of Assets
Unfunded Accrued Liabilty
Funded Ratia
Amartization Peried
Amartization Growth Rate
Past Service Cost

Tatal Mormal Cost

Employee Cantributions

Expected Expenses

Met Mormal Cost

Interest Reflecting Mid-Y=ar Payment
Actuarially Determined Contribution
Pay-As-You-Go Retiree Costs

Met Budget Impact [full prefunding]

Full Prefunding Phase-in

Actusl MOC Contribution

1112018
2018
6.T5%

1172019
2018
6.75%

$188,803.000 5186,100,000

o
189,803,000
0%

30
3.50%
9,650,000

3,124,000

225,000

4]

2,968,000

416,000

12,835,000

9,390,000

3,535,000

0%

o
198,100,000
0%
30
1.50%
8,877,000

3,308,000

233,000

o

3.073,000

430,000

13,380,000

9,832,000

3,748,000

0%

1]

1M2020
2020
6.TH%

$202,814.000
o
202,814,000
0%
30
3.50%
10,220,000

3,422 000
241,000

a
3,181,000
445000
13,848.000
9,080,000
3,888 000

12.5%

486,000

112021
2021
6.75%

5209,873.000
751,000
200,222,000
0%
28
2.50%
10,758,000

3,542,000
248,000

o]
3,283,000
487,000
14,518,000
10,284,000
4,125,000

25.0%

1,031,000

1172022
2022
6.75%

5217.,188,000
2.124,000
215,084,000
1%
28
1.50%
11,204,000

3,888,000
258000

o
3,408,000
428000
15,200,000
10,850,000
4. 340,000

AT 5%

1,628,000

1112023
2023
6.T75%

Long-Range Forecast Based on January 1, 2018 Valuation

1152024
2024
6.75%

$224.541.000 5232,058,000

4,218,000
220,328,000
2%

27
3.50%
11,851,000

3,724,000
267,000

[#]
3,527,000
511,000
15,688,000
11,214,000
4 575,000

50.0%

2,288,000

T.140,000
224,918,000
A%
28
1.50%
12,208,000

3.827,000
276,000

o]
2.651,000
533,000
18,580,000
11,782,000
4.818,000

62.5%

3,011,000

1172025 1152026 112027
2025 2026 2027
6.TH% 6.75% 6.75%

$238,762.000 5247715000 §255.750,000
11,018.000 16,012,000 22,101,000
228,744,000 231,703,000 233,640,000

5% A% %
25 24 23
3.50% 2.50% 3.50%

12,828,000 12,486,000 13,878,000

4,084,000 4,208,000 4,353,000
284,000 286,000 308.000
a o i}
A7TR.000 2,910,000 4,047,000
558,000 577,000 528,000

17, 268.000 17,953,000 18,623,000

12,168,000 12,752,000 13,333,000

5,104,000 5,201,000 5,290,000
75.0% 87 5% 100.0%
3,828,000 4,551,000 5,290,000

This forecast is based an the resulls of the January 1, 2018 actuarial valuaticn and assumes that the Metrapalitan District will pay the indicated contribution each year in the middie of the year, the return an assets
will equal the discount rate each year. and there are no changes in the actuarial methods ar assumptions ar in the plan provisions. Actual results at each point in time will yield different values. reflecting the actual
experence of the plan membership and assets.

This work product was prepared solely for the Metropalitan Distriet for the purposes described herein and may not be appropriate to use for ether purposes. Milliman does not intend to benefit and assumes no duty
ar liakility ta other parfties who receive this wark, Milliman resammends that third parties be aided by their own actuary er other gualified professional when reviewing the Milliman werk produet,
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Retirement Plan for Employees of The Metropolitan District

=

Proposed OPEB Plan Changes - Impact on Active Liability and Normal Cost

In order to ilustrate the long-range cost impact of changing OPEE benefits for future employees, we have illustrated the impact the proposed plan changes would have had on the most recent
valuation results had those changes applied to all current active members.

Baseline Proposal Proposal Proposal Proposal Proposal (a) through (&) Proposal Proposal
Mo Changes (a) (b) (c) (d) () Combined (g ih)
Accrued Liability for Active Employees 383,675,038 B76,836,000 71,850,000 345,656,000 343,900,000 F61,436,000 324,749,000 $39 397,000 F37,640 0C
Total Mormal Cost 5,631,038 5,174,000 4 809 000 3,091,000 2,983,000 4278000 1,746 000 2,650,000 2542
Baseline Same as 1/1/2014 valuation
Proposal (a} Change the refiree confribution from a fixed dollar amount at retirement to a fixed percentage of each year's premium
Proposal (b) Eliminate the Medicare Part B reimbursement
Proposal (c) Spouses and dependents pay 100% of the premium; assumes that 25% of retirees will elect spouse [ dependent coverage
Proposal (d) Spouses and dependents are not permitted to remain on MDC benefits
Proposal (e} Eliminate all pre-65 benefits
Combined Combination of proposals (a) through (e}
Proposal (g} Combination of proposals (b) & (c)
Proposal (h) Combination of proposals () & (d)
Breakdown of Baseline Accrued Liability Retirees Spouses | Dependents
Pre-65 Post-65 Pre-65 Post-65 Total

Medical benefits 10,477 900 £29 023165 312,995 414 323 465,809 $75,952,288
Dental benefits 225,535 950,993 419,908 1,153,312 2,749,748
Medicare Part B 0 5,259 316 i] 5,525 467 11,784,783
Life Insurance 15311 278,740 0 i 294 051
Retires cost share Tor medical benefits (713 568) (2,617 BEE) (961,061) (2,158, 564) (6,450,879)
Retiree cost share for dental benefits 0 1] (220.167) (444 TBE) (554 953}
Met District Bability 10,005,178 33,894 528 12,234,094 27,541,238 83,675,038

This analysls k& based an [he resulls of the Jamuary 1, 2014 acluarial valuation and assumes ihal the plan changes have always been in efecl for active memoerns,

The aclual sasl af any plan changes will degend on ike final farm of the plan changes, the effeclive date, the elgible members al that ime, and the actuanal melhads and assumplians Nen i use, |11s cerlai thal acleal experience Wwill not contarm exast
ta the assumplions wsed In Mis analysls. To the exient fulure experience seviales from Mose assumplions, the results of 1N anatysls caukd vary Trom the results presenbed here, We have nol explored any legal Issues wilh respect bo 1he proposed plan
changes. We are nat attorneys and cannat give legal advice on such Issues. We suggest that you review any passkie plan changes with counsel.

Miliman's work |15 prepared solely for the Intemal business use of the Melropalian District. To the extent that Millman's wark Is nod subject to disclosure under applcable publlc records |laws, MIllman's waork may not b2 proviged o third pariies without
Miliman's pricr written consenl. Millman dogs not Intend 1o benefl ar create a legal duty fo any thirg party recilent of Ibks work product, and Miliman may Inclge a legend on its reparts 5o staling. Millman's consent ta release Its work produst to any third
party may be condiloned an the fird party signing a Release, susjact to ihe folowing exceplions: (a) the Disirict may provide a copy of Millman's work, In s enlirety, io the Distic?s professlonal service advisars who are subject fo a duly of confidential
and wha agres 16 ral wse MIIMan's waork for any purpase alher 1han bo benant the Disricd, and (b) the District may previde a copy of MIlmMan's wark. I s enlirely, 1o olher gavernmaenlal endties. as required by law, Mo third party recilent of HIIIH'I-'II'III-
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Scenarios Ad Valorem and Customer Service Sewer Charge

Billed Water Consumption

17.7M CCFs - 3.6% lower than 2019 adopted of 18.4M CCFs

Customer Service Charge - $6

Ad Valorem - 19.0%

2017
Actual 2018 Actual 2019 Adopted 2020 Proposed Increase
$3.00 $0.00
REVENUES $6 per month CSC Sewer Charge
Tax on Member Municipalities $41,670,400 $45,004,000 $48,153,100 $57,302,200 $9,149,100
19.0%
V12 Proposed Budget
Customer Service Charge $0 $3,320,800 $6,641,600 $6,641,600 $0
$6.00 $0.00
REVENUES $9 per month CSC Sewer Charge
Tax on Member Municipalities $41,670,400 $45,004,000 $48,153,100 $54,413,000 $6,259,900
13.0%
Customer Service Charge $0 $3,320,800 $6,641,600 $9,962,400 $3,320,800
$9.00 $3.00
REVENUES $12 per month CSC Sewer Charge example
Tax on Member Municipalities $41,670,400 $45,004,000 $48,153,100 $51,162,700 $3,009,600
S MDC
Customer Service Charge $0 $3,320,800 $6,641,600 $12,729,800 $6,088,200
$12.00 $6.00

Assumptions
2020 Proposed Budget V12 Revenues, Expenses with SUC @ $5.15

y 9]
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MDC’s Capacity Maintenance Operations Management

(CMOM) Program

Includes Following:
e CCTV Inspection
e Sewer Cleaning (Large Diameter & Small Diameter)
e Manhole Inspections
Approximately 92% of sanitary/combined system CCTV
inspected since 2006. Remaining 8% is within off-road areas
|dentified approximately S450M in repairs
e 2017 Emergency Repairs = $3.5M
e 2018 Emergency Repairs = S4M MDC
e 2019 Emergency Repairs = S6M (estimated)
e 2020 Emergency Repairs = S6M (budgeted)

©2 ©16
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System-F = |/l Reduetion
//_ Sewer Rehabilitation (% Sewer Age (years)

V. C

Miles Completed Recommended Total Pél\(;\?;o e

(2005) Ignored (2038) (2038)

Bloomfield [EBE! 6% 35% 41%  34yrs 67 yrs 45 yrs

East 168 3% 23% 26%  45yr1s 78 yrs 58 yrs
Hartford

Hartford 217 5% 67% 2%  74yrs 107 yrs 35 YIS

Newington [EEPX] 27% 14% 41%  38yrs 71yrs 50 YIS

Rocky Hill 90 7% 10% 17%  30yrs 61 yrs 54 YIS

West 223 36% 43% 719%  s53yrs 84 yrs 35 YIS
Hartford

Wethersfiel EE») 32% 22% 4%  45yrs 76 yrs 43 YIS

Windsor 152 18% 12% 30% 36yrs 67 yrs 49 yTS

Total 1,218 17% 33% 50% s5o0yrs 81 yrs 45 YTS




Shift - Ad Valorem to CWPC — Integrated Planning (IP) Proposal
® Consent Decree requires CCTV of all sewers

e To date 92% has been completed
e Remaining 8% is primarily cross country sewers with access issues

e Completed inspection has identified about $450 million in repairs,
which if done would reduce /1 in the collection system (dual benefit)

® Previously most of these projects were funded by Ad Valorem

® Current MDC goal is to move many CIP projects over to CWPC that
were identified by Consent Decree mandate and have dual benefit
to renew system and reduce system |/I

® |P Not Yet Approved by DEEP

~ esrity: F
USMH: GI32529522 2
DSMH: GIS2003346

SMH GT'S ﬂuJ

i

06.12,07 &% SC2 0002601t LCL030260 1t

37372016 . 261.8 BT
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Planned CMOM - IP Projects (Without IP)
2020 CIP:

e Large Diameter Sewer Rehab Program — $14.6M

e Large Diameter Repair & Replacement Design — $685,000
Future Rehab CIP:

e 2021-S522.8M

e 2022-511.8M

e 2023 -S13M

e 2024-517.1M

e 2025-S21M

e 2026-S12M

e 2027 - $19.8M

e 2028 -56.9M
2020-2028 Avg. = S15.52M

e Could increase without “S20M Rule” and/or Referendum 3

e Does not include emergency repairs
« 2019 Emergency Repairs = S6M (estimated)
« 2020 Emergency Repairs = S6M (budgeted)

IP Approval impacts CWF Funding (grant/loan %)



Comments/ Questions

MDC
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