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Present:

Absent:

Also
Present:

THE METROPOLITAN DISTRICT COMMISSION
Remote Only Meeting
Hartford, Connecticut 06103
Monday, April 5, 2021

Commissioners Andrew Adil, John Avedisian, Clifford Avery Buell,
Richard Bush, Donald Currey, William A. DiBella, David Drake, Peter
Gardow, Allen Hoffman, Christian Hoheb, Jean Holloway, David lonno,
Mary LaChance, Gary LeBeau, Byron Lester, Maureen Magnan,
Dominic M. Pane, Bhupen Patel, Pasquale J. Salemi, Raymond
Sweezy, Alvin Taylor, Calixto Torres, Richard W. Vicino and James
Woulfe (24)

Commissioner James Healy, Shubhada Kambli, Diane Lewis, Michael
Maniscalco, Jacqueline Mandyck, Alphonse Marotta, Jon Petoskey and
New Britain Special Representative Michael Carrier (8)

Scott W. Jellison, Chief Executive Officer
Christopher Stone, District Counsel

John S. Mirtle, District Clerk

Christopher Levesque, Chief Operating Officer

Kelly Shane, Chief Administrative Officer
Christopher Martin, Chief Financial Officer

Sue Negrelli, Director of Engineering

Robert Schwarm, Director of Information Technology
Tom Tyler, Director of Facilities

Michael Curley, Manager of Technical Services
David Banker, Senior Project Manager

Jamie Harlow, Manager of Labor Relations

Nick Salemi, Communications Administrator

Julie McLaughlin, Communications Administrator
Carrie Blardo, Assistant to the Chief Operating Officer
Victoria S. Escoriza, Executive Assistant

Julie Price, Professional Level Trainee

Bob Lamb, Lamont Financial

Joe Laliberte, CDM Smith

Brian McCarthy, CDM Smith

David Silverstone, Independent Consumer Advocate

CALL TO ORDER

The meeting was called to order by District Chairman DiBella at 5:30 PM
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ROLL CALL AND QUORUM

The District Clerk called the roll and informed the Chairman that a quorum of the
Commission was present, and the meeting was declared a legal meeting of the
District Board of The Metropolitan District of Hartford County, Connecticut.

APPROVAL OF MINUTES

On motion made by Commissioner Sweezy and duly seconded, the
meeting minutes of March 1, 2021 and March 11, 2021 were

approved.

PUBLIC COMMENTS RELATIVE TO AGENDA ITEMS

Independent Consumer Advocate David Silverstone spoke regarding Agenda ltem
#10D, “Finance Department Policies and Procedures”

REPORT FROM DISTRICT CHAIRMAN

No report was provided.

REPORT FROM CHIEF EXECUTIVE OFFICER

No report was provided.

REPORT FROM DISTRICT COUNSEL

Christopher Stone, District Counsel, provided updates on recent cases.
Commissioner Hoheb entered the meeting at 7:15 PM

DISCUSSION RE: RESPONSE TO INDEPENDENT CONSUMER ADVOCATE
PRESENTATION AT BUILDING BETTER WATER RATES IN AN UNCERTAIN
WORLD WEBINAR

District Counsel Christopher Stone and Chief Executive Officer
Scott Jellison began a discussion regarding the Independent
Consumer Advocate Presentation at ‘Building Better Water Rates
in an Uncertain World’ Webinar.

John Mirtle, District Clerk, spoke regarding Public Act 13-78

Christopher Martin, Chief Financial Officer, spoke regarding 20
year vs. 30 year bonding.
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Julie McLaughlin, Communications Administrator, Nick Salemi,
Communications Administrator, Bob Lamb of Lamont Financial
and Brian McCarthy of CDM spoke regarding the Clean Water
Project and Transparency.

Christopher Martin, Chief Financial Officer, spoke regarding PURA
and commissioner oversight.

COMMITTEE ON ORGANIZATION
APPOINTMENT OF DISTRICT TREASURER

To: District Board April 5, 2021
From: Committee on Organization

At the special meeting of the Committee on Organization held on April
5, 2021, it was:

Voted: That the Committee on Organization recommends to the District Board,
passage of the following resolution:

Resolved:  That the District Board, in accordance with Section 2-8 of the District
Charter, hereby designates Kelly J. Shane as the Acting District
Treasurer of The Metropolitan District effective April 5, 2021, to serve
until a successor shall have been named and qualified.

Respectfully submitted,

John T,

John S. Mirtle, Esq.
District Clerk

On motion made by Commissioner Taylor and duly seconded,
the report was received and resolution adopted by unanimous
vote of those present.

Without objection, agenda items #10A “Connecticut Financing
DWSRF 2020-7088”, #10B “Connecticut Financing DWSRF 2021-
7092” and #10C “State of Connecticut Financing DWSRF 2021-
7093” were consolidated and considered together.
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BOARD OF FINANCE
APPROVAL FOR STATE OF CONNECTICUT FINANCING
DWSRF 2020-7088

To: District Board April 5, 2021
From: Board of Finance

Staff seeks approval from your Board to execute and deliver the Interim
Funding Obligation and/or Project Loan Obligation to the State of Connecticut for
DWSRF 2020-7088 having a principal amount of $3,021,123.25 and having an
interest rate of 2.00%.

The low interest loan and accompanying grant will fund the replacement of
water mains in the Buckingham Street Area in Hartford.

The State of Connecticut, through the Drinking Water State Revolving Fund
Program, will provide $3,821,123.25 in state funding with $800,000.00 in grants and
$3,021,123.25 in low interest loans at 2.00% to fund the expenses associated with
this agreement.

Bond Counsel prepared the following resolution for your approval.
At a Board of Finance meeting held on March 24, 2021, it was:

VOTED: That the Board of Finance recommends to the District Board passage of
the following resolution from Bond Counsel

RESOLVED:

Section 1. The Chairman, or in his absence, the Vice Chairman, and the District
Treasurer, or in his absence, the Deputy Treasurer are authorized to execute and
deliver the Project Loan and Project Grant Agreement DWSRF 2020-7088 to be
entered into with the State of Connecticut (the “Agreement”) and any and all Interim
Funding Obligations and Project Loan Obligations for DWSRF 2020-7088 in the
aggregate amount not to exceed $3,021,123.25, to fund the replacement of water
mains in the vicinity of Buckingham Street in Hartford. Such Interim Funding
Obligations shall be dated as of their date of issue, shall mature within six months of the
Scheduled Completion Date, as defined in the Agreement, shall bear interest at the rate
of two percent (2.00%) per annum, shall be payable as to principal and interest as
provided in the Agreement and, to the extent not paid prior to maturity from The
Metropolitan District funds, may be renewed by the issuance of Interim Funding
Obligations or Project Loan Obligations, all as provided in the Agreement. Capitalized
terms used herein and not defined shall have the meanings ascribed to them in the
Agreement.
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Section 2. The Project Loan Obligations shall be dated as of their date of issue,
shall mature no later than twenty years from the Scheduled Completion Date, shall bear
interest at the rate of two percent (2.00%) per annum and shall be payable as to
principal and interest as provided in the Agreement.

Respectfully submitted,

Jhn Wit

John S. Mirtle, Esq.
District Clerk

BOARD OF FINANCE
APPROVAL FOR STATE OF CONNECTICUT FINANCING
DWSRF 2021-7092

To: District Board April 5, 2021
From: Board of Finance

Staff seeks approval from your Board to execute and deliver the Interim
Funding Obligation and/or Project Loan Obligation to the State of Connecticut for
DWSRF 2021-7092 having a principal amount of $3,071,879.20 and having an
interest rate of 2.00%.

The low interest loan and accompanying grant will fund the replacement of
water mains in the Saybrooke & Bonner Street Area in Hartford.

The State of Connecticut, through the Drinking Water State Revolving Fund
Program, will provide $3,871,879.20 in state funding with $800,000.00 in grants and
$3,071,879.20 in low interest loans at 2.00% to fund the expenses associated with
this agreement.

Bond Counsel prepared the following resolution for your approval.
At a Board of Finance meeting held on March 24, 2021, it was:

VOTED: That the Board of Finance recommends to the District Board passage of
the following resolution from Bond Counsel

RESOLVED:

Section 1. The Chairman, or in his absence, the Vice Chairman, and the District
Treasurer, or in his absence, the Deputy Treasurer are authorized to execute and
deliver the Project Loan and Project Grant Agreement DWSRF 2021-7092 to be
entered into with the State of Connecticut (the “Agreement”) and any and all Interim
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Funding Obligations and Project Loan Obligations for DWSRF 2021-7092 in the
aggregate amount not to exceed $3,071,879.20, to fund the replacement of water
mains in the vicinity of Saybrooke & Bonner Street Area in Hartford. Such Interim
Funding Obligations shall be dated as of their date of issue, shall mature within six
months of the Scheduled Completion Date, as defined in the Agreement, shall bear
interest at the rate of two percent (2.00%) per annum, shall be payable as to principal
and interest as provided in the Agreement and, to the extent not paid prior to maturity
from The Metropolitan District funds, may be renewed by the issuance of Interim
Funding Obligations or Project Loan Obligations, all as provided in the Agreement.
Capitalized terms used herein and not defined shall have the meanings ascribed to
them in the Agreement.

Section 2. The Project Loan Obligations shall be dated as of their date of issue, shall
mature no later than twenty years from the Scheduled Completion Date, shall bear
interest at the rate of two percent (2.00%) per annum and shall be payable as to
principal and interest as provided in the Agreement.

Respectfully submitted,

Jhn Tt

John S. Mirtle, Esq.
District Clerk

BOARD OF FINANCE
APPROVAL FOR STATE OF CONNECTICUT FINANCING
DWSRF 2021-7093

To: District Board April 5, 2021
From: Board of Finance

Staff seeks approval from your Board to execute and deliver the Interim
Funding Obligation and/or Project Loan Obligation to the State of Connecticut for
DWSRF 2021-7093 having a principal amount of $5,828,604.00 and having an
interest rate of 2.00%.

The low interest loan and accompanying grant will fund the replacement of
water mains in the Webster Hill Area, in West Hartford.

The State of Connecticut, through the Drinking Water State Revolving Fund
Program, will provide $6,128,604.00 in state funding with $300,000.00 in grants and
$5,828,604.00 in low interest loans at 2.00% to fund the expenses associated with
this agreement.

Bond Counsel prepared the following resolution for your approval.
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At a Board of Finance meeting held on March 24, 2021, it was:

VOTED: That the Board of Finance recommends to the District Board passage of
the following resolution from Bond Counsel

RESOLVED:

Section 1. The Chairman, or in his absence, the Vice Chairman, and the District
Treasurer, or in his absence, the Deputy Treasurer are authorized to execute and
deliver the Project Loan and Project Grant Agreement DWSRF 2021-7093 to be
entered into with the State of Connecticut (the “Agreement”) and any and all Interim
Funding Obligations and Project Loan Obligations for DWSRF 2021-7093 in the
aggregate amount not to exceed $5,828,604.00, to fund the replacement of water
mains in the vicinity of Webster Hill Area, in West Hartford. Such Interim Funding
Obligations shall be dated as of their date of issue, shall mature within six months of the
Scheduled Completion Date, as defined in the Agreement, shall bear interest at the rate
of two percent (2.00%) per annum, shall be payable as to principal and interest as
provided in the Agreement and, to the extent not paid prior to maturity from The
Metropolitan District funds, may be renewed by the issuance of Interim Funding
Obligations or Project Loan Obligations, all as provided in the Agreement. Capitalized
terms used herein and not defined shall have the meanings ascribed to them in the
Agreement.

Section 2. The Project Loan Obligations shall be dated as of their date of issue,
shall mature no later than twenty years from the Scheduled Completion Date, shall bear
interest at the rate of two percent (2.00%) per annum and shall be payable as to
principal and interest as provided in the Agreement.

Respectfully submitted,

Jhn T,

John S. Mirtle, Esq.
District Clerk

On motion made by Commissioner Patel and duly seconded, the reports
for resolutions #10A “Connecticut Financing DWSRF 2020-7088”, #10B
“Connecticut Financing DWSRF 2021-7092” and #10C “State of
Connecticut Financing DWSRF 2021-7093” were received and the
resolutions adopted by unanimous vote of those present. Commissioner
Vicino abstained.
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BOARD OF FINANCE
FINANCE DEPARTMENT POLICIES AND PROCEDURES POLICY

To: District Board April 5, 2021

From: Board of Finance

In conjunction with the District's efforts to improve financial reporting and internal
controls, the Finance Department developed formal policies and procedures for each
of its 3 major work streams--General Accounting, Treasury, and Budget. Following
the Government Finance Officer's Associations Best Practices, the documentation of
policies and procedures shall be evaluated annually and updated periodically, no less
than once every three years, according to a predetermined schedule. Changes in
policies and procedures that occur between these periodic reviews will be updated in
the documentation promptly as they occur.

At a Board of Finance meeting held on March 24, 2021, it was:

VOTED: That the Board of Finance recommends to the District Board passage of
the following resolution:

RESOLVED: That the District Board hereby approves the District Finance
Department General Accounting, Treasury and Budget Policies and
Procedures and authorizes staff to implement and administer said
Policies.

Respectfully submitted,

Jphn Tt

John S. Mirtle, Esq.
District Clerk
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Revision No.: 1.0

POLICIES AND PROCEDURES HANDBOOK Revision Date: 03/11/2020

MDcTh Met litan District
ﬂﬁ Hartford, Connecticut
POLICIES AND PROCEDURES

General Accounting and Monthly Close Process

Abstract
This document codifies the policies and procedures of The Metropolitan District with respect to
its General Accounting and Monthly Close Process. Proprietary and Confidential.

POLICY EFFECTIVE DATE: 01/01/2020
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POLICIES AND PROCEDURES HANDBOQK
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Revision No.: 1.0

POLICIES AND PROCEDURES HANDBOQK ARSI Rare DS o0a0

1. Overview

The Metropolitan District (“MDC”) is a municipal corparation chartered by the Connecticut General
Assembly in 1929 to provide a complete system of water supply, sewage collection and disposal facilities
for its member municipalities and certain non-member municipalities on a regional basis. The mission of
the MDC is to provide customers with safe, pure drinking water, environmentally protective wastewater
collection and treatment and other services that benefit the member towns.

MDC implements this General Accounting Policies {"Policy") Manual to outline the internal operations of
the Finance Department (Finance). The primary purpose is to document financial reporting procedures as
it relates to the Controller’s Group. MDC prepares annual financial statements in accordance with U.S.
Generally Accepted Accounting Principles [GAAP) as issued by the Governmental Accounting Standards
Board (GASB).

MDC generates financlal information on a fiscal year cycle beginning on January 1 and ending on
December 31st. The financial statements are prepared on both on a full accrual (revenue is recognized
when earned and expenses are recognized when the obligation is incurred) and modified accrual basis
{revenue is recognized when available and measurable and recognize expenditures when incurred) of
accounting. Consequently, it is the responsibility of the Chief Financial Officer (CFO) to ensure compliance
with the Accounting Policy. It is also the responsibility of CFO, working with the members of the Finance
Department, to maintain and update these procedures, as necessary.

COHNREZNICK LLP
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2. Finance Organization
2.1 Controllers” Group Functions
The broader Finance organization is comprised of the Treasury, Contraller’s Group, and Budget
Departments. Each department has oversight of its respective functional areas and coordinates
together for the purposes of preparing internal and external reporting, including but not limited to:
Annual Audited Financial Statements, Annual Budget , and other ad-hoc financial reports.

The primary focus of this document is the Controllers” Group, which is outlined in the figure below.

Chief Executive
Officer

Chief
Administrative

Officer

Chief Financial
Officer

Manager of
Budget

Manager of
Treasury

Accounting Accounting Accounting Accounts Payable —
o5 i ) ; Billing Analyst
Administrator Administrator Administrator Supervisor

Payroll Clerk Accountant Accounting Clerk Cost Analyst

Accounting Clerk

Accounting Clerk

Figure 1 - General Accounting Organization Structure — As of 1/1/2020

COHNREZNICK LLP n



THE METROPOLITAN DISTRICT COMMISSION April 5, 2021 m 83

POLICIES AND PROCEDURES HANDBOQKE ~ Revision Date:03/11/2020

3. Policies & Procedures

3.1 Delegation of Authority
Pursuant to Section 7-148(c){1)(A} & (B} of the Connecticut General Statutes, Section 1-2f of the
Compiled Charter of the Metropolitan District {the “MDC"}, and by the authority granted to the
Chief Executive Officer for the Metropolitan District under Section B2d of the By-Laws of the
District Board of The Metropolitan District {the “Board”}, the following corporate matters will
require farmal approval from the Board, except as otherwise indicated in the matrix below.

These authorizations will be in addition to other internal financial controls put in place by the
District’s executive-level employees, and / or the District’s independent auditors.

. Borrowing money (other than periodic draws and pay-downs of revolving credit, or
equivalent, facilities, in the ordinary course of business}.

. Pledging assets of the MDC to secure an obligation.

. Real estate transactions committing the MDC to contracts to purchase or sell land or real
estate.

. Budgets: The Board will approve an Annual Budget as well as an Annual Capital

Improvement Program.

. Capital expenditures require Board approval for expenditures that are not included in the
Board-approved Annual Capital Improvement Program.

. Employment arrangements and the adoption of new benefit plans require Board
approval.
. Insurance matters require Board review in conjunction with each annual audit.

The Delegation of Authority Matrix provides a description of MDC's corporate signing authority
matrix. The document identifies by business process, the MDC staff member(s) who have
authority to sign on behalf of the MDC (collectively, “authorized signatories”), and limits the
maximum amount of that signing authority.

[Delegation of Authority Matrix continued on next page]

Function/ Description g:;:g g Authorized Signatories Authority Limits
CASH MANAGEMENT
Bank Account Set-Up BL-5B2.1 Fiscal Officer/Treasurer & CEQ sign w/ bank | All Values
Check Signing (Manual) ™ BL-§BS.b | Fiscal Officer/Treasurer All Values

COHNREZNICK LLP
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G N/A Treasury Initiates/ Release «=5$250,000
ires
N/A Treasury Initiates/ Release > $250,000
Credit Card Account Set up BL-5B2.0 Fiscal Officer/Treasurer & CEQ All Values
NfA Business Unit Owners $0- 51,500
Lipeas eI G TRES NA | Contrdller $1500— 54,099
Miscellaneous
NfA CFO $5,000 and above
REQUISITIONS / PURCHASE ORDERS / INVOICING PO MOMN-PO
NfA Department Head <=525,000 N/A
N/A Ao «=$25,000 & =525k up to «=$25,000 & =525k up to
Requisitions / Purchase Orders™ approved budget approved budget
N/A CFO / COO <=5$500,000 <=5500,000
BL-5B2.d CEO =5500,000 >5500,000
N/A Department Head <=$25,000 N/A
Invoices N/A Controller «=$100,000 «=5100,000
N/A CFO = $100,000 > $100,000
CONTRACTS PO MON-PO
N/A Divector Purchasing «=$25,000 & =525k up to «=$25,000 & =525k up to
i 5 approved budget approved budget
Silppl e Nendor Agreements N/A CFO / CO0 <=$500,000 <=$500,000
BL-5B2.d CEQ > $500,000 > $500,000
NiA R — <=525,000 & 525k up to «=525,000 & 525k up to
el . approved budget approved budget
dulpTentledse AgreemEnts WA |cro <-5500,000 2-$500,000
BL-5B2.d CEQ > $500,000 > $500,000
Bt iiareements BL-5B2.1 CFO : All Values {Lend) N/A
BL-5B2.a | Board Chairman /Deputy Treasurer All Values {Borrow) N/A
Building Lease Agreements Cgf;{l, District Board All Values N/A
: = g CH-51-2, py
M&A/ New Business Lines 51.4,51-7 District Board All Values N/A
LEGAL & AUDIT
) BL-5B.2f District Counsel Up to 55,000
Legal Claims and Settlements —
CH-§1-2f District Board = $5,000
Non:Discloslire:/Confid entfallty BL-§B.2f District Counsel All Values
{new]
Employee NDA / Confidentiality BL-5B.2f | District Counsel All Values
HUMAN RESOURCES
. I BL-5B2.d CEQ Below Director-Level
Hiring / Terminations
CH-§1-2f | PPl Committee f District Board Director-Level & Above
CollectiveBygaining BL5B.3h | CEO/ PPl Committee / District Board All Values
Negotiations
Annual Benefit Plans Approval® BL-5B.3h PPl Committee All Values

3.2 Consolidated Annual Financial Report {CAFR) Policies
3.2.1 Financial Statement Reporting Requirement Selection Criteria

* Delegation signing author ity to CEO for non-director level employees s pursuant to Bistrict By-Laws §B.2.d. in accordance with Memo dated
4/1/2019. Pending formal authorization by board action.

? District Board authority s not as broad as a private sector company here, but has some powers to expand and supplement its operations
under District Charter §1-2b, 51-2¢, 51-2d, 51-2e, 51-2f, 51-4, 51-7c and 51-7d.

® Includes the offer letter and compensation [salary and hourly], relocation packages.

* Includes promotions, compensation tiers, job title changes, job description changes.

* Includes pension and retirement plans, general liability, workers compensation

COHNREZNICK LLP [
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Consolidated Annual Financial Statements should be prepared for all District funds which meet
the criteria for inclusion as set forth in the Governmental Accounting Standards Board (GASB)
Statement of Governmental Accounting Standards No. 14.

Accounting principles generally accepted in the United States of America (GAAP) require that the
reporting entity include the primary government and its component units, entities for which the
government is considered to be financially accountable and other organizations, which by the
nature and significance of their relationship with the primary government, would cause the
financial statements to be incomplete or misleading if excluded. Blended component units,
although legally separate entities are, in substance, part of the government’s operations;
therefore, data from these units are combined with data of the primary government.

3.2.2  Accounting Basis & Measurement Focus

Government-wide, proprietary fund & fiduciary fund financial statements are reported using
the economic resources measurement focus and the accrual basis of accounting, which requires
that all revenues are recorded when earned, and expenses are recorded when a liability Is
incurred, regardless of the timing of related cash flows. Sewer taxes are recognized as revenues
in the year for which they are levied. Grants and similar items are recoghized as revenue as soon
as any eligibility requirements have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
s00n as they are both measurable and available. Revenues are available when they are collectible
within the current period or soon enough thereafter to pay liabilities of the current period. For
this purpose, the District considers revenues, including sewer assessments, to be available if they
are collected within 60 days after the end of the current fiscal period.

Taxes on member municipalities, sewer assessments and interest associated with the current
fiscal period are all considered to be susceptible to accrual and have been recognized as revenues
of the current fiscal period. In determining when to recognize intergovernmental revenues
{arants and entitlements}, the legal and contractual requirements of the individual programs are
used as guidance. Revenues are recognized when the eligibility requirements have been met. All
other revenue items are measurable and available only when cash is received by the District.

Expenditures are generally recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures, as well as expenditures related to compensated absences
and claims and judgments, are recorded only when payment is due.

Maijor District Funds as of the effective date of this document are listed in the table below:

Governmental Funds Proprietary Funds Fiduciary Funds
General Fund Water Utility Fund None
Debt Service Fund Internal Service Fund
Clean Water Praject Fund Pension and Other Employee Renefit
Trust Funds
Capital Project Fund

COHNREZNICK LLP
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Table 1 - District Operating Funds By Type

In general, the effects of interfund activity are been eliminated from the government-wide
financial statements. Exceptions to this rule are charges between the enterprise funds and
various other functions of the government. Elimination of these charges would distort the direct
costs and program revenues reported for the various functions concerned.

Amounts reported as program revenues include 1) charges to customers or applicants for goods,
services or privileges provided, 2) operating grants and contributions, and 3} capital grants and
contributions, including special assessments. Internally dedicated resources are reported as
general revenues rather than as program revenues. Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
QOperating revenues and expenses generally result from providing services and delivering goods in
connection with a proprietary fund's principal ongoing operations. The principal operating
revenues of the proprietary funds are charges to customers for services. Operating expenses for
enterprise funds and internal service funds include the cost of sales and services, administrative
expenses and depreciation on capital assets. All revenues and expenses not meeting this
definition are reported as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the government’s
policy to use restricted resources first, then unrestricted resources as they are needed.
Unrestricted resources are used in the following order: committed, assigned then unassighed.

3.2.2.1 CAFR Presentation Assumptions
In order to prepare the District’s annual financial statements, the following assumptions are
made in order to align the CAFR with GAAP standards.

ASSETS

Cash Equivalents

For reporting purposes, all savings, checking, money market accounts and certificates of
deposit with an original maturity of less than 90 days from the date of acquisition are cash
equivalents.

[nvestments
All investments should be reported at fair market value [FMV).

Stored Materials, Inventory & Prepaid Expenses
All inventories are valued at cost. Inventory in the governmental and enterprise funds Is
recorded as an expenditure when consumed rather than when purchased.

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both government-wide and fund financial statements.

Recelvables & Payables

Activity between funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscal vear are referred to as “due to/from other funds.” Any
residual balances outstanding between the governmental activities and business-type
activities are reported in the government-wide financial statements as “internal balances.”
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All receivables are presented net of an allowance for uncollectible balances.

Compensated Absences

All vacation and sick pay is accrued when incurred in the government-wide and proprietary
fund financial statements. A liability for these amounts is reported in governmental funds
only if they have matured, for example, as a result of employee resignations and retirements.

Capital Assets

Capital assets, which include property, plant, equipment and infrastructure assets such as
water and sewer mains, are reported in the applicable governmental or business-type
activities columns in the government-wide financial statements.

Capital assets are defined by the District as assets with an initial individual cost of more than
55,000 and an estimated useful life of more than two years. Such assets are recorded at
historical cost or estimated historical cost if purchased or constructed.

Donated capital assets are recognized at acquisition value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of assets or
materially extend their lives are expensed currently.

Major outlays for capital assets and improvements are capitalized as projects are
constructed. Interest incurred during the construction phase of capital assets of business-
type activities is included as part of the capitalized value of the assets constructed.

Praperty, plant and equipment of the District are depreciated using the straight-line method
over the following estimated useful lives:

Assets Depreciable Life (Est.}

Buildings 50 — 75 years
Machinery & Equipment 6 —20vyears
Infrastructure 50— 150 vears

Table Z - Asset Depreciation

Deferred Outflow

In addition to assets, the statement of net position may report a separate section for
deferred outflows of resources. This separate financial statement element represents a
consumption of net position or fund balance that applies to a future period or periods and so
will not be recognized as an outflow of resources expenditure until then.

The District reports a deferred charge on refunding and deferred outflows related to pension
and OPEB in the government-wide statement of net position and statement of net position -
proprietary funds.

A deferred charge on refunding results from the difference in the carrying value of refunded
debt and its reacquisition price. This amount is deferred and amortized over the shorter of
the life of the refunded or refunding debt. A deferred outflow of resources related to pension
and OPEB results from differences between expected and actual experience, changes in
assumptions or other inputs or contributions made to the plan after the measurement date,
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and differences between projected and actual earnings on pension and OPEB plan
investments.

These amounts are deferred and included in pension expense in a systematic and rational
manner over a period equal to the average of the expected remaining service lives of all
employees that are provided with benefits through the pension and OPEB plan (active
employees and inactive employees).

LIABILITIES
Deferred Inflow
In addition to liabilities, the statement of net position may report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represents an acquisition of net position or fund balance that applies to a future
period or periods and so will not be recognized as an inflow of resources until that time.

The District reports deferred inflows of resources related to pensions in the government-
wide statement of net position and statement of net position - proprietary funds.

A deferred inflow of resources related to pension and OPEB results from differences between
expected and actual experience and differences between projected and actual earnings on
pension and OPEB plan investments. These amounts are deferred and included in pension
and OPEB expense in a systematic and rational manner over a period equal to the average of
the expected remaining service lives of all employees that are provided with benefits through
the pension and OPEB plan {active employees and inactive employees).

The District reports unavailable revenue for governmental funds which arises only under the
modified accrual basis of accounting. The governmental funds report unavailable revenues
from special assessments.

These amounts are deferred and recognized as an inflow of resources in the period that the
amounts become available.

Long-Term Obligations

In the government-wide financial statements and proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities or proprietary fund type
statement of net position.

Bond premiums, discounts and losses on bond refunds are deferred and amaortized over the
life of the honds using the effective interest method. Bonds payable are reported net of the
applicable bond premium or discount and unamortized losses on bond refunds. Bond
issuance costs are expensed as incurred.

In the fund financial statements, governmental fund types recognize band premiums and
discounts, as well as bond issuance costs, during the current period. The face amount of debt
issued is reported as other financing sources. Premiums received on debt issuances are
reported as other financing sources while discounts on debt issuances are reported as other
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financing uses. Issuance costs, whether withheld from the actual debt proceeds received, are
reported as debt service expenditures.

Net Pension Liability

The net pension liability is measured as the portion of the actuarial present value of
projected benefits attributed to past periods of employee service (total pension liability}, net
of the pension plan’s fiduciary net position.

The pension plan’s fiduciary net position is determined using the same valuation methods
that are used by the pension plan for purposes of preparing its statement of fiduciary net
position. The net pension liability is measured as of a date (measurement date) no earlier
than the end of the employer’s prior fiscal year, consistently applied from period to period.

Net OPER Liability

The net QPEB liability is measured as the portion of the present value of projected benefit
payments to be provided to current active and inactive employees that is attributed to those
employees’ past periods of service (total OPEB liability), less the amount of the OPEB plan’s
fiduciary net position. The OPEB plan’s fiduciary net position Is determined using the same
valuation methods that are used by the OPER plan for purposes of preparing its statement of
fiduciary net position. The net QPEB liability is measured as of a date (measurement date} no
earlier than the end of the employer’s prior fiscal year, consistently applied from period to
period.

EquITY & CAPITAL INVESTMENTS
Fund Balances
The equity of the fund financial statements is defined as “fund balance” and is classified in
the following categories:

a. Non-Spendable Fund Bolance
This balance represents amounts that cannot be spent due to form (e.g., inventories and
prepaid amounts).

b. Restricted Fund Balance
This balance represents amounts constrained for a specific purpose by external parties,
such as grantors, creditors, contributors or laws and regulations of their governments.

c.  Committed Fund Balance

This balance represents amounts constrained for a specific purpose by a government
using its highest level of decision-making authority (District Board). Amounts remain
committed until action is taken by the District Board (resolution) to remove or revise the
limitations.

d.  Assigned Fund Bolance

This balance includes amounts constrained for the intent to be used for a specific
purpose by the District Board that has been delegated authority to assign amounts by the
Charter.
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e. Unassigned Fund Bolance

This balance represents fund balance in the General Fund in excess of non-spendable,

restricted, committed and assighed fund balance. If another governmental fund has a

fund balance deficit, it is reported as a negative amount in unassigned fund balance.
Net Position

In the government-wide financial statements, net position is classified in the following
categories:

g. Net Investment in Copital Assets

This category represents all capital assets, net of accumulated depreciation and related
debt.

b. Restricted Net Position
This category represents amounts restricted to use by outside parties.

c.  Unrestricted Net Position

This category represents the net position of the District not restricted for use.

3.3 Accounts Receivable / Allowance for Doubtful Accounts Reserve
The allowance for doubtful accounts related to accounts receivable is determined by
management based on an assessment of their collectability. Management considers past history,

current economic conditions and overall viability of the third party in determining the allowance
(reserve for bad debt expense).

Management's analysis first includes direct identification of significant customer balances that

are deemed uncollectible, and a reserve of up to 100% of the total accounts receivable balance
may be reserved for these accounts.

Management's next analysis is to identify customer accounts that are on payment plans,

bankruptcy, receivership, or have a lien. A reserve is set up for these balances as management
deems necessary.

Table 3 — AR Allowance For Doubtful Accounts

Days Aged FAIGEELTAE )M The remaining accounts receivable population is reviewed

< 30 Days 5.00% based on the historical aging of each category of accounts
31-60Days 5.00% receivable. Management has determined the following
61—50 Days 5.00% percentages should be applied as a reserve to each aging
91 -180 Days 10.00% bucket as shown at right.
181 — 360 Days 25.00%
> 360 Days 50.00% Accounts receivable is only to be written off when

abie 4 - Accounts Receivabie / Allowance for  Management deems the amounts uncollectable.
Doubtful Accounts Reserve Policy

2.4 Minimum Availzble General Fund Balances
It is the policy of the MDC to maintain, to the extent possible, an adequate available general fund
balance equal to between 30% and 35% of general fund revenues for the most recent completed
fiscal year. Any expenditure of all or part of the available general fund balance must be
authorized as provided in Chapter 3 of the Compiled Charter of the District.
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If the available general fund balance established under Section 1 above falls below the minimum
target of 30% of general fund revenues for the most recent completed fiscal year, the District’s
Chief Financial Officer shall present a plan to restore the available general fund balance to the
target within no more than three fiscal years to the District Board for its consideration.

If the available general fund balance realized in any given fiscal year exceeds the target set forth
in Section 1 above, the District Board may authorize, pursuant to Chapter 3 of the Compiled
Charter of the District, the expenditure of any excess available funds as it deems appropriate.

4. Controllership Activities

4.1 Period Close Process

. —_ ) )

The Controller’s Group completes all activities as outlined in the It is the Distriet’s objective to
month-end close checklist to ensure an accurate and timely close. complete ali period-close

activities, uding CFO

As tasks are completed by the assigned preparer, he/she should approval within 15-business
sign and date the checklist {available on the Finance shared drive} days from the end of the
and notify the designated reviewer via e-mail communication. previous period

This notification should include the purpose of the journal entry in
the subject line and include all relevant supporting documentation
for a link thereto). Upon notification, the reviewer will verify the task (i.e. journal entry,
reconciliations, etc.) has been completed accurately, timely, and fully supported; once
completed, the assigned reviewer should sign and date the checklist located on the shared drive.

At the end of the month, Day 14, the Controller will review and certify all activities noted on the
month close checklist has been completed and maintain this certification electronically for audit
purposes. After certification, he/she will initiate an internal review process prior to presenting to
the CFO for review on Day 15.

Table 5 - Key Monthly Close Milestone Dates

Key Dates {Business Days):

COn; Day 0 FI/CO ledgers are apened on the last business day of the prior period.

On: Day 1 Prior period is closed and automnatically triggers the next sequential period to open for
At

By: Day 10 All JE and Accruals are completed and assigned reviewer has been notified to review
and entries have been pasted to SAP.

By: Day 13 All Reconciliations are completed and reviewer has been notified ta hegin review.

By: Day 14 Controller certifies completion of close tasks; internal review of financial staternents
completed

On: Day 15 Cornpleted/internally Reviewed Financial Statements Presented to CFO For
Review/Sign-off
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4.2 Journalizing Transactions

The creation and approval of general ledger journal entries is the responsibility of the Controller’s
Group. These entries include, but are not limited to, manual, recurring, accrual, reversal and adjusting
entries.

Accountants or Accounting Administrators are responsible for preparing their assigned journal entries
and any documentation or supporting schedules required for substantiation. Notification will be
provided to the assigned reviewer that the entry Is complete and that supporting documentation for
any unusual entries Is available for review.

Reviewers are responsible for verifying the entry as well as investigating significant fluctuations in the
account balances prior to approving and posting the entry. Once any fluctuations have been
investigated and/or resolved the reviewer should post the journal

entries.

Both preparer and reviewer are required to sign-off on the close
checklist to evidence timeliness of completion and that journal entries
have been prepared and posted in accordance with the District’s
policy regarding the segregation of duties.

Note: While security protocols
in SAP do not permit the sare
persen to enter and post

entries, this policy establishes

! ! ! an added tayer of contrels,
Journal entries and corresponding  documentation  should  be

maintained for audit trail purposes in the month-end close folder on
the finance shared drive.

4.2.1  Entry Methods
There are three methods for processing journal entries that are available to MDC accountants: {1)

directly enter a journal entry into SAP, (2} bulk entry via upload template, and (3) posting
automatic-JEs.

MDC's Finance Management is in the process of developing standardized methodology and best-
practice guidelines® for method of processing journal entries.

4201 Direct Entry Method
Direct Entry allows the user to input journal entry detalls into SAP
manually. This method creates systematic controls by parking the
journal entry initially to allow for another individual to review and
then subsequently release and post the transaction to the general
ledger.

SAP allows accountonts to
add attachments to individual
transactions parked or posted
to the G/L.

This feature should be

feveroged as @ motter of kst This method is best utilized for low volume entries (e.g. a single cash
practice guidelines to allow

for easier reconcitiation of
accounts and audit traff
PUrposEs.

entry) as it requires both the preparer and reviewer to manually
perform their activities within SAP. However, it creates a clear audit
trail from an internal control perspective.

1 Methodology and best practices guidelines are contingent on the successful implementation of the District’s
Business Transformation initiatives and will be further defined during FY2020.
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For journal entries or accruals defined as using the Direct
Entry Method pursuant to MDC guidelines, the preparer will it should be noted that there are
be pre-designated per the month-end close check list based  several description fields which

on journal entry complexity. shoutd be feveraged to provide
granularity to facilitate future

These entries are input directly into SAP, provided that the  reconciliation and analysis.
preparer has the minimum required accounting details

shown in the table below.
Mtommg‘rm M_
Detalle l
orresn

Figure 2 - Direct Entry Process Flow
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After all information has been entered, the entry should be parked in SAP and any support
documents [e.g. invoices, calculations, or schedules) saved in the designated location. In lieu
of routing rules, notification to the assigned reviewer should be provided electronically via
the corporate accounting email inbox.

This notification will initiate the review process to approve and then post the parked entry.
Rejected entries will be re-routed back to the preparer to investigate and adjust before being
committed to the general ledger in SAP. (See Also: 4.2.2)
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4.2.1.2 Bulk Entry Method
Bulk Entry allows accountants to upload many entries via MDC's standardized upload
template. This method is best utilized when processing high-volume entries as the template
can quickly be prepared in excel and loaded to the system rather than creating one
transaction at a time in SAP.

The accountant with review authority is responsible for ensuring correctness off-line prior to
posting the entry. Bulk entry posts directly to SAP and does not allow for a user to Park an
antry.

Figure 3 - Bulk Entry Process Flow
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For journal entries or accrual defined as using the Bulk Entry
Method pursuant to MDC guidelines, the preparer will be 1t should be noted that there are
pre-designated per the month-end close check list based on  severa! description fields which
Journal Entry Complexity. should be feveraged to provide

granatarity to faciitate futire
These entries can be made using the Standardized lournal  reconciiiation and analysis.
Entry Template provided that the preparer has the minimum
required accounting details shown in the table below. (See
Also: 6.3.2)

After it has been completed, the journal entry template and any support documents (e.g.
invoices, calculations, or schedules) saved in the designated location. In lieu of routing rules,
notification to the assigned reviewer should be provided electronically via the corporate
accounting email inbox that an entry is ready for review.

This notification will initiate the review process for approval and posting to SAP. If approved,
the reviewer will upload and post the completed entry template. Rejected entries will be re-
routed back to the preparer for resolution before posting to the G/L. (See Also:4.2.2)
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4.2.1.3 Automatic Entry Processing

Autornatic Entry Processing allows accountants to post automatic journal entries which are
pre-determined, reviewed, and parked at the beginning of the year. This method is used for
routine transactions with low risk / value such as pre-paid expense amortization, posting
settlements to SAP, and other transactions which are calculated on a straight-line basis (e.g.
1/12 for a monthly entry}.

For journal entries or accrual defined as using the Automatic Processing Method pursuant to
MDC guidelines, the preparer will be pre-designated per the month-end close check list
based on Journal Entry Complexity.

Pre-Parked period-close entries will not require an additional layer of review prior to posting
as the review occurs concurrently with the preparation and parking of the entry at an earlier
date.

A Acrolrtant =

r
i
!
Loved
Complexity
1
i
1 Pre-Parked
! P Ertry Method -
Entries
Ipurnal Entry ___:
Complexity 1
I
High
Complexity
Ko o Accounting
Adminst.

Figure 4 - Auto-Post fournal Entries Process Flow

4.2.1.4 Reversing Entries

Entries can be reversed directly using SAP transactions {individually or in bulk). These
reversible entries are posted and require a separate transaction run to initiate the auto-
reversal. These entries will be assigned a distinct document # to differentiate it from the
original posting.
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4.2.2 Preparation, Review & Approval

MDC has established a policy whereby the determination of the responsible accountant for
preparing an entry shall be based on the complexity of the calculation. Journal entry assignments
are defined and documented in the month end close checklist. {Refer to 6.3.1)

Oversight and review authority for an entry prior to posting to SAP is also determined by the
same methodology, whereby more complex or key entries will be reviewed by the organization’s
Controller before being posted. This policy ensures segregation of duties between the accountant
preparing the journal entry and the reviewer / individual posting to the general ledger.

Journal Entry / Acerual Review

Entries |

- R Accounting Approval }
:‘ Prepared By: - A —_— o Vs —
,  Accountant
1
A {Post to SAP)
1
1
1
1
: Entries i
t PreparedBy: -—P Controller ———m——————

Accounting Admin..

Figure 5 —JF and Accruol Approval Matrix.
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The tables which follow delegate responsibility for preparation, review, and approval of regularly
recurring journal entries made during the period-close process as well as periodic ad-hoc entries.

Table & - Monthly Recurring JE Activity Matrix

APPROVED BY:
Monthly Activities Accounting
Controller =
Administrator

Accountant

1515 expense Auto Allocation

Accounts Receivable - Cell Tower Rents -

Depreciation -

Intercompany Rev/Expense Entries -

Missing Cost Center Entries - N/.'-\1

Pecard - purchases to hit budget -

Cash Position Adjustments -

Project Settlements {Auto) -

Froject Settlements (Manual} -
Reclass BS Entries: From 1515 to 1010/2020 -
Revarsa Monthly Closing entries -

Prepaid Expense Amortization
Accounting Administrator
Anthem BC/BS Claims and Retiree Reclass
Cash pool interest allocation (JE}

CWPC Debt Payment + Transfers

Hydro Power Sales - Goodwin & Colebrook (Actualf/Accrual)

ASSIGNED TO:

Intercompany [Due to/Due From] Good Issued Entries

Payroll Posting Regular JE

Payroll Posting Split Bal

Reserve Ground Water Remediation

Special Sewer Surcharge accrual &reversal
USBank Entries

Water sales accrual & reversal

HIXIX | X | X X x| X | x| x| x

Medical Contributions to Internal Service Fund

! Automatic entries do not require additional review during the period close as they are reviewed prior to being
parked in SAP, typically at the beginning of the year {e.g. Prepaid Expense Amortization; Missing Cost Center
Entries).
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Table 7 - Quarterly Recurring JE Activity Matrix
APPROVED BY:
Quarterly Activities® Accounting
SR Administrator
Accountant
Bad debt reserve
AfP Accrual
Accounting Administrator

ASSIGNED TO:

Compensated Absence Accrual

Member Municipalities Installments JE X -

Table B - Annually Recurring JE Activity Matrix

APPROVED BY:
Annual Activities Accounting

Controller g
Administrator

Accountant

Developer billing accrual

Other misc billing acerual

Employea pension contribution accrual

Sewer Collection (60 day)

OPEB True-up {Actuarial report) -

Pension True-up {Actuarial report) -

Capital Asset Estimate to BS [IE] -
Assets Under Construction {AUC) Allocation

X
X
Developer contributed capital assets calculation - X
X
X

Insurance True-up {i.e. work comp, medical claims, etc.} X -

ASSIGNED TO:

CMS drug subsidy {Contra-expense JEf Other Income?)

Accounting Administrator

Payroll accrual

Debt Service - Water Bond Int. Accr.
Debt Service - Water PLO Int. Acer.

Sewer Ravenue - PMU OH, Hydro Fund, Assessable Sewer Fund,
Debt Service

X

Reclass and clear bond principal payment GL 508360 2020 as liab X -
X
X

* Quarterly recurring journal entries are made in addition to the monthly and/or annual recurring journal entries.
? Annual recurring journal entries are made in addition to the monthly and/or quarterly recurring journal entries.
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Table 9 - Periodic / Non-Regularly Recurring JE Activities
APPROVED BY:
Ad-Hoc Activities® ¢ Accounting
Skl Administrator

Accountant

Cash Receipts JE(s)

Reimbursement JE 1010/2020 for OPEB expenses from 4014

Reclass Vendor discount from revenue in BA 1515 to appropriate
axpense account
Accounting Administrator

APPROVED BY:

Debt Service - (New Bonds, Reallocations, IFO to PLO etc.)
Debt Service JE X
Grants & LoansJE X

' ad-hoc activities are made to address one-time special circumstances and other non-regularly recurring events
{e.g. new bond offerings, write-offs, or other one-time special adjustments).
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4.3 Account Reconciliations
The purpose of reconciliations is to ensure that account balances reflected in sub ledgers agree to the
general ledger, and that Finance has properly and completely recorded all transactions.

Accountant(s) prepare assigned reconciliations and any corresponding supporting documentation. All
supporting documentation / sub-ledger reports are attached to the standardized reconciliation
template.

The Controller is responsible for review and approval of reconciliations and should ensure any
material variances are followed up on and resolved. Evidence of independent review is maintained;
this is documented electronically or via hard copy.

All documents generated from the month-end close process are stored on the Finance's shared drive.
Access to this folder is restricted to the Finance Team. {See Afso: 6.3.3)

Table 10 = Monthly Recurring Reconciliations Matrix

APPROVED BY:

Accounting
Administrator

Accounts Payable
Purchase Cards {P-Card)

| Accounting Administrator

ASSIGNED TO:

FMtoFl Ledgers

GR/IR Ledgers

Table 11 - Quarterly Recurring Reconciligtions Matrix
APPROVED BY:

Accounting
uarterly Activities Controller g
- Administrator

Accountant

Capital Assets / Depreciation Report - X

Inventery Reconciliation

Allowance for Doubtful Accounts

ASSIGNED TO:

o I 4
|

Fixed Assets
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Table 12 - Ad-Hoc / Non-Recurring Reconciliations Matrix

APPROVED BY:

Accountin
Ad-Hoc Activities Controller Na £
Administrator

Accounting Administrator
GR/IR Reconciliation X

ASSIGNED TO:
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5. Financial Reporting

5.1 Regular-Recurring Reporting Procedures

The income statement and balance sheet are prepared monthly as part of the period close process.
Other schedules will be prepared on a quarterly and annual basis and support the year end CAFR
presentation.

Typically, the P&L will be subject to more scrutiny in line with The MDC's budgetary focus. Priority
may shift due to monthly business activities which require additional review directed toward a
business area(s). In addition to and with input from the District’s Budget Department, General
Accounting will be responsible for analyzing MoM/YoY variances against budget projections for the
General and Water Utility funds.

Once prepared, notification is provided to the Finance and Budgeting groups to review the financial
statements and variance report via email and a meeting is organized with the CFO to finalize the
statements. All reports and schedules should be reviewed and approved by the District’s controller
before submission to the CFO for certification and publication.

All finalized financial statements are maintained electronically on a corporate share-drive with hard-
copies provided on an as-needed/on-request basis. Additionally, an email notification is provided to
individuals in the Finance, Budgeting, and Procurement departments that financial statements are
complete and available for review.

[l agree with chart except the Budget vs. Actual which | think should be “quarterly”.]

Table 13 - Perfodic Recurring Fingncial Reports

Schedule Fund(s} Variance Fregquency Note
Current YTD ws.
Income Statement All Funds Prior YD Monthly
Current YTD vs.
Balance Sheet All Funds Prior YTD Manthly
G tal
OVE::?:” | Actual YTosmD
Construction in Progress {CIP) ot vs. Budget tonthly
Proprietary VTO/ITD
Funds {\Water)
Grants & Loans All Funds N/ Monthly
Deht Schedule All Funds MR Monthly
Actual YTO vs. By Fund, Fund Center &
Budget vs. Actual All Funds Rudget YTD Quarterly T S—
e . Water Utility Actual YTD vs.
Billing & Consurmption Report o Rudget YTD Quarterly
See Also: Section 3.3 -
. . AR/ Allowance for
Accounts Receivable Aging Report All Funds NA Quarterly Doubtiul Accaunts
Policy.
Consolidated Annual Financial Reports
(CAFR) All Funds MA Annual
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5.1.1 Quarterly Board of Finance (BOF) Package

On a quarterly basis, a board package is prepared and presented directly to the Board of Finance by the
CFO. This report includes revenue an expense breakdown specific to the report which aligns with the
budgetary format.

Following agenda and resolution protocol, if the Board of Finance meeting is on a Monday, the agenda
and resolutions are emailed/mailed the prior Thursday. Once presented at Board of Finance, the report is
in the public domain. In this perspective, the MDC would plan to present March report at the May BOF,
June Report at the August (September if August is cancelled) BOF and Sept Report at the November BOF.

The approved board package is maintained electronically on a corporate share-drive with hard-copies
provided on an as-needed/on-request basis. Additionally, an email notification is provided to individuals
in the General Accounting, Budget, and Treasury Departments that financial statements are complete and
avallable.

5.1.2 Consolidated Annual Financial Reports {CAFR)

The Metropolitan District engages with external auditors to audit the financial statements of the
organization. Auditors are typically on-site as needed for CAFR preparation and audited financial
statements are finalized not later than 180 days after year end (June 30%).

Accountants coordinate with the auditors to provide various supporting schedules, analysis, and
documentation as requested. Reports and schedules are shared using a secure file-share service (e.g.
Box.com, Dropbox) as well as email, hard copies, and thumb drives [we should review this statement for
consistency with MC IT policies on file sharing] for files too large for other electronic transfer methods.
See Also: Section 3.2 — Consofidated Annual Financial Report Policies.

ExPLANATION OF KEY CAFR SCHEDULES

The government-wide financial statements (e.g. Statement of Net Position; Statement of Activities) report
information on all of the nonfiduciary activities of the District’s primary government and generally
exclude interfund activity. Governmental activities, which are normally supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which rely to a
significant extent on fees and charges for support.

The Statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those expenses that are clearly identifiable
with a specific function or segment. Program revenues include 1) charges to customers or applicants who
purchase, use or benefit directly from goods, services or privileges provided by a given function or
segment, and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds and fiduciary
funds, even though the latter are excluded from the government-wide financial statements. Major
individual governmental funds and major individual enterprise funds are reported as separate columns in
the fund financial statements.
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6. Appendix

6.1 Journal Entry & Accruals Overview
The entries in the tables below below are listed in order of frequency by P&L category and due
date, where applicable. Refer to appendix section 8.1 for more detail around these entries.

6.1.1 Sales, Revenue & Accounts Receivable

Table 14 — Month

v Recurring Sales, Revenue & Receivabl tries
Close Entry Description
Day
3 Cellular Tower Rent Maonthly payments for cell tower rents are made in accordance with the terms of each
Receivable lease. On receipt of paviment, the receivahle needs to he hooked to apply the payment
against it.

5 Clean Water Project The CWPC applies to business area 7032 and uses the “ZF02 Revenue and Consumption
Charge (CWPC) Report” from SAP which provides the consurnption/hilling and rates used for the entry's
calculation.

5 Water Sales Acerual The water sales accrual for business area 2020 {Water) uses the “ZF02 Revenue and

& Reversal Consumption Repart” provides cansumption and hilling rates used for the calculation.

5 Other Sewer WMDC's other sewer revenue includes revenue and contributions associated with the hydro
Revenue & fund {5400}, clean water fund {2057), assessable sewer fund (5630}, and debt service fund
Contributions {7031} which is estahlished as part of the OPEX Budget and recorded on the fifth day of

each periad close. All entries are made on an actual basis, with the exception of the
contribution to the deht service fund which is made in 12 equal payments hased on the
deht service schedule.

10 Hydro Power Sales Hydro power sales are billed out monthly for actuals. In certain instances, an accrual should
he made if the hilling does not occur within the period. A GL inguiry using the FS10MN
transaction can he used to determine if revenue pertains ta the previous period.

Table 15 - Quarterly

ring Sales, Revenue & Receivable Entries

Description
Member Municipality Ad-valorem payments are established as part of the OPEX Budget and recorded in four
Installments equal quarterly payiments for the menths of January, April, July, and Octoher.

Table 16 — Annually Recurring 5ales, Revenue & Receivable Entries

Entry Description
Developer & Miscellanecus Accrual to account for actual expenses incurred for 101072020 funds that posted after year
Billings end. Accountants can guery the GL using SAP Transaction FS10M for expenses that meet
this criteria.
Sewer Revenue Entry to accrue for sewer revenue based on consurmption/billing and rates using the “ZF02
Revenue and Consumption Report” from SAP.
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Entries

id-Hoc (Non-Regularly | r L E
Entry Description
Cash Recelpts Entry is made to record January & February cash receipts as prior year revenue using the
collection report from NOVAK. The basis of the adjustment is on Actuals.

6.1.2 Capital Assets & Depreciation

Table 18 — Mon ring Capit ot pre 1 Entries
Close Entry Description
Day
3 Project Settlements This entry capitalizes costs posted to the CO Ledger for all CIP projects. Accountants can

[Automatic} verify which projects have settled by running a CO report over the BA 9980 and those areas
capturing CIP. This is an autamatic process that is scheduled to occur manthly as part of the
close process.

3 Project Settlements This entry Is made to zero out CIP/AUC assets in sewer CIP Business Areas as well as to
[Manual} balance thern with BA 9980. Currently, this entry applies only for pre-2008 expenses.
Accountants should run a Trial Balance and analyze the data in excel as needed.

4 Asset Depreciation Asset depreciation is recorded using the straight-line method and posted to SAP
automatically hased on the depreciation key which is an SAP table tracking depreciable life
by asset type. After posting, depreciation should be reconciled to GL Accounts 502370 and
188010.

6.1.3 Debt Service Entries

Table 19 = ©
Close Description
Day
4 CWPC Debt Service CWPC Debt service and transfers are based on monthly statements as well as amortization
& Transfers tahles stored in Microsoft Access. On a manthly basis, funds are transferred to the Debt
Service Fund {7032) for payment.
4 US Bank Entries Entries are made for the purposes of tracking and reconciliation of the US Rank accounts
that are associated with the CWPC and revenue honds. Accountants reconcile the
statements to the general ledger and make adjusting entries as necessary.

cntries

Entry Description

Bond Principal Payment An entry reclassing bond principal expense against the liability at year end.
Reclass

Water Bond/PLO Interest A year over year adjusting entry made to accrue for debt interest at year end.
Accrual

lourna ries & Accruals

Entry Drescription

Grants & Loans The revenue associated with grants and loans is booked periodically based on state
statements. At year end, any outstanding invoices are accrued for in the prior year.

Band Insurance Entrles Pericdically new bonds will be issued and need ta be recarded hased on the information
provided by the Board as well as closing documents from legal.
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6.1.4 Expenses & Accounts Payable Entries

Descripti

Pre-paid Expense Pre-paid expenses are typically contractual expenses which are determined as part of the
Amortization annual budgeting process and amortized over 12 months, Accountants post these expenses
by running the F.14 transaction out of SAP. At yvear end, accountants are responsible for

reconciling the prepaid halance and expensed amount with the amount calculated.
3 Internal Service Fund | Each MDC Fund makes rmonthly contributions to the Internal Service Fund {ISF) for medical.
Contributions The annual amount contributed by each fund is determined as part of the annual budgeting

process and made in 12-egual monthly installments on the third day of each month.

4 P-Card Purchases

Transactions from P-Cards are downloaded fram JP Morgan and recorded bhased on actual
charges incurred. Credit Card postings must egual the amount shown on the statement and
the amount paid to 1PM Chase.

4 Anthem Blue
CrossfShield Claims
and Retiree Reclass

An entry is required when Antherm does not submit an invoice in a timely manner. The
calculation is hased on the percentage average of retiree medical claims over the course of
a year and the claims expense is recorded on GL account 502500 Medicalf/Dental Claims as
part of the daily cash entries. A portion of this JE is reclassed intc QPEB fund 4014 for
retirees.

NOTE: With the institution of the new Anthem Billing Portal, this accrual entry has not been
required as of 2018.

3] Payroll Expenses

Payroll expenses are drawn from ADP and loaded inta the upload template for aggregate
entry into SAP. Once uploaded, a manual process is undertaken to allocate the expense
from BA 1515 to BA 1010 / 2020 to reflect the approved allocation percentage between
water and sewer of 49% / 51%.

Table 23 — Quarterly
Entry
Compensated Absences
Entries

curring Expense & Accounts

able Entries

Description
The compensated ahsence entries recard the district’s liahility for accrued time-off payouts
for each erployee based on their classification or union rules.

Accounts Payable Accrual

Entries are made to accrue for invoices/receipts posted to SAP after the end of a calendar
vear which are applicable to the prior year. In some cases a pro-rata calculation is used for
these entries.

24 - Annually Recurri

Payroll Accrual

Entry Description

ng Expense & Accounts Payable Entries

An entry is made at year end to record payroll associated with the final pay-period of the
year that falls in the hew year. The adjustment varies hased on what day of the week 12/31
falls on in conjunction with the Sunday-Saturday pay-week at MDC.

Employee Pension
Contribution Acerual

Entry made to accrue for pension contributions from the final week of the year which are
not received by Astna until January.

OPEB & Pension True-Up

Entries adjusting the GL to agree with the estimates in the actuarial repoit issued by
Milliman.

Insurance True-Up Entries adjusting the GL to agree with estimates from the Anthem Blue Crass/Shield and
Milliman reports.
CMS Drug Subsidy The ChS drug subsidy records the Medicare reimbursement for retirees.
Table 2 1 gularly Recurring) Expense & Accounts Payable Entries
Entry Description
OPEB Expense An entry is made periodically to reimburse BA 1010/2020 for expenses paid on behalf of BA
Reimbursement 4014, which is not part of the cash pool. The reimbursement is calculated based on actuals

incurred and the due to/from account hetween husiness areas is reconciled as part of the

J

S
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Entry Description

process.

Vendor Discount Reclass Some vendors provide discounts for guick payments. In these instances, the credit needs to
he reclassed out of revenue and a credit to expense. The entry should net to zero at the
end.

615 Miscellaneous / Other Entries:

Table 26 — Quarterly Recurring Miscellaneous Entries & Accruals
Entry Description
Bad Debt Reserve Quarterly entry is made based on SAP data by percentage of aging buckets. As part of the
guarter close process, the reserve may be adjusted as needed based actuals.

Table 27 - Annually Recurring Miscellaneous Entries & Accruals

Entry Description
60-Day Sewer Collection Entry is made to record January & February cash receipts as prior year revenue using the
collection report fram NOVAK. The hasis of the adjustment is on Actuals.
Bad-Debt Reserve Entry made to record adjustment to the annual bad deht calculation. The hasis of this

adjustrment is the percentage of aging buckets which is output from SAP.
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5.2 Definitions
6.2.1 SAP Ledger Relationships:
The following table outlines object correlation and equivalencies between ledger modules
utilized in SAP. Note: Cbject granularity increases from top to bottom.

Table 28 - Ledger-Object Equivaltencies
Funds Mgmt General Ledger Controlling Ledger

Ledger {F1}
{FM)

GENERAL SAP TERMINOLOGY

Ledgers — Ledgers are the sets of books which maintain the financial information used to
generate financial statements, manage cash flow, budget for projected expenses record actual
transactions as they oceur.

The Metropolitan District maintains three sets of books, which are defined in further detail
below: Funds Management, General, and Controlling Ledgers.

Ohjects — Objects are organizational units within ledgers which represent the structure of the
organization (areas of responsibility, departments, projects, funds} in the form of a hierarchy.

FUNDS MANAGEMENT LEDGER (“FM”}

The Funds Management Ledger records commitments established as part the annual budgeting
process and captures profected expenses by commitment item. This ledger reflects cash-basis
accounting. Note:

FM consists of the following objects, which are further defined below: Funds, Fund Centers, and
Commitment ltems.

Funds — Funds are finite financial resources that are only available for a specific time/purpose and
are managed separately.

Fund Centers — Fund Centers are an organizational unit within the FM module which represents
the structure of an organization. They do not necessarily
correlate to cost centers ona 1:1 basis.

Commitment ftems — Commitment [tems are the lowest level of Note: Commitment ftems

granularity utilized within the FM ledger and represent individual ~ correlate on @ 121 basis with G/
Accounts which capture getual

expenses as they are incurred.
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line items within a fund center. Commitment ltems are used to record the District’s annual
budget.

GENERALLEDGER ("FI)
The Fl ledger, also known as the “Financial Accounting Ledger”, operates as the organization’s
general ledger and captures ectual expenses by G/L account as they are incurred.

FI consists of the following objects, which are further defined below: Business Areas, Cost
Centers, and G/L Accounts.

Business Areas — Business Areas are organizational unit of external accounting that corresponds
to a specific business segment within a company (Water, Sewer, Water & Sewer Combined, etc.).

Cost Centers — Cost Centers are organizational units within the organization which incur costs and
indirectly drive profitability {e.g. Engineering, Legal, Customer
Service, etc.).

G/L Accounts — G/L Accounts are the lowest level of granularity Note: G/L accounts correlate on
utilized within the Fl ledger and represent the individual line a 1:1 basis with commitment
item detail within a cost center utilized to record actual e
expenses as they oceur.

CONTROLLING LEDGER ["CO"}

The CO Ledger records closing entries and adjustments required to report financial performance
on a modified accrual basis. The CO module consists of the following objects: Business Areas, Cost
Centers, and Cost Elements.

Business Areas — Business Areas are organizational unit of external accounting that corresponds
to a specific business segment within a company (Water, Sewer, Water & Sewer Combined, etc.).

Cost Centers — Cost Centers are organizational units within the organization which incur costs and
indirectly drive profitability {e.g. Engineering, Legal, Customer
Service, etc.).

Cost Elements — represents a category of costs for internal  Wote: Cost elements are directly
reparting used by management to track like costs (payroll, taxes, — mopped to GLand Commitment
insurance, et ) items on g 1:1 basis.

COHNREZNICK LLP



THE METROPOLITAN DISTRICT COMMISSION April 5, 2021 m 111

POLICIES AND PROCEDURES HANDBOOK! Revision Date: 03/11/2020

GENERALACCCUNTING TERMINCLOGY AND DEFINITICNS

CAFR — Consolidated Annual Financial Report which is prepared and presented to the District
Board. In addition to financial statements, the CAFR contains key reports such as Compensated
Absences and Statistical Tables.

Fund Financial Statements — A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The District,
like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All funds of the District can be divided into
three categories: governmental funds, proprietary funds and fiduciary funds.

Government-Wide Financial Statements — The government-wide financial statements are an
overview of the District’s finances similar to financial statements produced by private-sector
businesses.

The governmentwide financial statements distinguish functions of the District that are principally
supported by taxes, sewer user charges and intergovernmental revenues (governmental
activities) from other functions that are intended to recover all or a significant portion of their
costs through user fees and charges (business type activities).

Governmental Funds — Governmental funds account reported as governmental activities in the
government-wide financial statements, but only focus on near-term inflows and outflows of
spendable resources and balances of spendable resources available at the end of the year.

Major Funds consist of the General Fund, Debt Service Fund, Assessable Sewer Construction
Fund, Sanitary Sewer Overflow Construction Fund, 2006 Clean Water Project Referendum and
2012 Clean Water Project Referendum. Other Capital Project governmental funds are combined
into a single non-major governmental fund.

Proprietary Funds — The District maintains three enterprise type funds. Enterprise funds report
the same functions as presented by the business-type activities in the government-wide financial
statements. The District uses enterprise funds to account for its water and hydroelectricity
operations and Mid-Connecticut Project.

Fiduciary Funds = Fiduciary funds are used to account for assets held by the District in a trustee
capacity for the benefit of parties outside the government.

Parked Entries — An interim entry that has been entered in the system but has not been posted.
These entries do not hit the general ledger and will not have an impact on any financial reporting
that is produced until posted by an accountant. Parking an entry allows for review and approval
to occur within SAP.

Posted Eniries — An entry that has been entered in the system and has a financial impact on the
general ledger.
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6.3 Attachments & Exhibits

6.3.1 Table of Figures

TABLE 2 - DISTRICT OPERATING FUNDS BY TYPE B
TABLE 3 - ASSET DEPRECIATION .9
TABLE 4- ACCOUNTS RECEIVABLE / ALLOWANCE FOR DOUBTFUL ACCOUNTS RESERVE POLICY........ ERROR!

BOOKMARK NOT DEFINED.

TABLE S - KEY MONTHLY CLOSE M ILESTONE DATES wvvuuusevssassssrmssesssssssassssssssns sesssssas ssssssssssssssssasasassasssseses 13
TABLE 6 - MONTHLY RECURRING JE ACTIVITY MATRIX......
TABLE 7 - QUARTERLY RECURRING JE ACTIVITY MATRIX ... J
TABLE 8 - ANNUALLY RECURRING JE ACTIVITY MATRIK . oovvcoemuemsresaesssersessss ssesssns sessossas sssssssessemssnsassssssasesseses
TABLE9 - PERIODIC / NON-REGULARLY RECURRING JE ACTIVITIES...
TABLE 10 — MONTHLY RECURRING RECONCILIATIONS MATRIX
TABLE 11 - QUARTERLY RECURRING RECONCILIATIONS MATRIX
TABLE 12 - AD-HOC / NON-RECURRING RECONCILIATIONS MATRIX .
TABLE 13 - PERIODIC RECURRING FINANCIAL REPORTS
TABLE 14 — MONTHLY RECURRING SALES, REVENUE & RECEIVABLE ENTRIES
TABLE 15 - QUARTERLY RECURRING SALES, REVENUE & RECEIVABLE ENTRIES.... .
TABLE 16 — ANNUALLY RECURRING SALES, REVENUE & RECEIVABLE ENTRIES . wscvmueeas soermsemsomsensssssenssnesnnses
TABLE 17 - AD-HOC {(NON-REGULARLY RECURRING) SALES, REVENUE & RECEIVABLE ENTRIES..
TABLE 18 — MONTHLY RECURRING CAPITAL ASSET & DEPRECIATION ENTRIES
TABLE 19 — MONTHLY RECURRING DEBT SERVICE ENTRIES
TABLE 20 — ANNUALLY RECURRING DEBT SERVICE ENTRIES.... :
TABLE 21 - AD-HOC (NON-REGULARLY RECURRING) DEBT SERVICES JOURNAL ENTRIES & ACCRUALS ....... 28
TABLE 22 — MONTHLY RECURRING EXPENSE & ACCOUNTS PAYABLE ENTRIES ...
TABLE 23 —QUARTERLY RECURRING EXPENSE & ACCOUNTS PAYABLE ENTRIES .
TABLE 24 — ANNUALLY RECURRING EXPENSE & ACCOUNTS PAYABLE ENTRIES
TABLE 25 - AD-HOC (NON-REGULARLY RECURRING) EXPENSE & ACCOUNTS PAYABLE ENTRIES ...
TABLE 26 — QUARTERLY RECURRING MISCELLANEOUS ENTRIES & ACCRUALS .
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6.3.2  Close Checklist

Month End Closing

Checklist Dec 2019.x

6.3.3  Journal Entry Bulk Upload Template

Doc# 1eccd Journal
Entry Templatexdsx
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6.3.4 Reconciliation Template

Reconciliation Global Reconciliation

Templates_Example.xd July 2018 09-06-2018.

6.35 General Accounting Organizational Flow Chart

X

Future State Flow
Chart 110118_Final.pd

6.4 Revision Matrix

Revision  Prepared/Edited By Transition Date Effective Date Revision Notes
1.0 CohnReznick LLP 11/01/2018 01/01/2018 Initial version prepared by CR in
consultation with Finance/Accounting.
1.1 CohnReznick LLP 12/15/2019 01/01/2020 Preliminary review {1/15/21} by CFO/ new

Controller, T. Phan

COHNREZNICK LLP



114 m April 5, 2021 THE METROPOLITAN DISTRICT COMMISSION

MDC

The Metropolitan District
m E Hartford, Connecticut

Budget and Planning

Policies and Procedures

This document codifies the policies and procedures of The Metropolitan District with respect to
its Annual Budget Submission & Approval Process. Proprietary and Confidential.

S50 |Page



THE METROPOLITAN DISTRICT COMMISSION April 5, 2021 m 115

THE MIETR.OPOLITAR CT-POLICIES

Table of Contents
LI« 113 171 | 2 O
2. FINANCE ORGANIZATION, ROLES, AMD RESPOMSIBILITIES ....oosoe e cos s eeseess o s sne s sn e s s semes s s s sensnsssmsnas 3

21 ORGANIZATEINALSTRUCTURE . o0
22 CIEFARTMENTAL BUDWGET RESFONSIBILITIES ...
23 BUDSET GRIUF PERSOMMEL ROLES B RESPOMSIBILITIES 1ot i iis e siiis e siies sess rimes sis nimes sims sses shses s svens s sness ms srens B

3. GEMERAL POLICIES B GOWERMAMUCE. .....ceeu icues e em ses s es sessss e sos snm sen s sns sns s s2n sos on s ass am et m a8 n2s s0m n o mam s oo wnssen snen 3

31 GEEIVERMANCE L vt sres i s s s b s sb s e s it ea b e ea b e R E b s SR RS L RS LR SRS SRR £ e L e e arer 7
3.2 ACEOLINTING B IS B STAMDAR DS v s s aviin s sk ne b ve fEue e b vekbe vaailfuahisEialiininld B Ebeae s Kok adib c0ih bbb eniibns B

4.1 T 0 e o G 33 o 10
4.2 T L R I R TV T e e R R o TR 11

51 CURRENT STATE PROCESS — DUSTRICT OPERATHING BUDSET
5.2 PROCESS & PROCEDURES

6. CAFITAL M PROVEMENT PROGRANM (CIP] BUDGETING ....cocoe e sen e sese e em e s e s cmes e snm s s e s s sn e e 18

6.1 CURRENT STATE PROCESS — DISTRICT CAPTAL IMPROVEMENT PROGRAM [ESP ACTIVITIES)
62  AUTHORIZATIONS B A PPROPRIATEING
6.3 OTHER REQUIRED DOCUMENTATIIN RECLUIRED FOR SUBMISSKIN, ...
6.4 PROCEDURE

7. PROPOSED BUDGET AND BUDGET APPROVAL [AUG UST — DECEMIBER] ...

7.1 COMSOLIDATED DETRICT BUDWSET
Fid PROFOSED BUDGET BOOK— APPROVAL & BDOFTION ACTIVITIES

8.  BUDGET ANALYTICS B ROUTIME REFORTING ..o ccee e ceeeec o eem sem s e e s e en e s m s s nm s s e s o wns en e 20

B.1 AMALYTICS —WARIAMCE THRESHOLDS
B2 AMALYTICS — BUDGE T RECOMNCILIATION PROCESS
B.3 FIMANCIAL REPORTING
B4 MONTHLY REPORTING
g5 QUARTERLY REPORTING

APPENDIX .....

A, TERMINOLOGY AND DEFINITIONS [SEE SECTION F OF MDC ANNUAL BUDGET: “GLOSSARY™ OF TERMS]
ERRORI BOODKMARK NOT DEFINED,

BUDGET GROUP KEY ACTIVITIES AND DELEGATION TABLES ... ceee e e e e e en e e e sr s en e e en e e e 23
DISTRICT QPERATING REVENUES ... .. oo e e cen e cem ses s s sam oo s en s s mm s o e s o wes s w0 a0 wem e e wns s smn w2 om B

e nm

DISTRICT OPERATING EXPENDITLIRES .. .. coceestscemsen s ves sns s smsnes ses an o nms an s nmnnsms s anm sen s wns e w0 s wnm o wns s na 0m 23

COST CENTERS 5 DEPARTMENTS...

COHMREZMICK LLP -



116 m April 5, 2021 THE METROPOLITAN DISTRICT COMMISSION

THE METROPOLITAN BISTRICT - FOLICIES AR D PROCECURES DOCUMENT

G.  ANNUAL BUDG ET PROCESS CALENDAR .......ccoos e ecces e e sessc e s eem sen s s sns s 1 s on s ass am et mes nes snm s sos anm s o wns nes sn w0
I.  BUDGET FORMS & TEW PLATES [UNDER DEVELOPVIENT] wovuveuosaus veer s smeescss nn s snm ses s sns snsas sas sos wn e ams wn s ssnssnsmmn 0

BUDGET, BEFORTS B iTE M LATES it ramuie v s oo s o i s i 85ies ks 45 [ e 650w iibe v A DRI FEH BV EIRERY Y Y00 00D b A e e 0
T R T e B A B R I T S T S R R R R R R S S il

COHMREZMICE LLP -



THE METROPOLITAN DISTRICT COMMISSION April 5, 2021 m 117

THE METROPOLITAN BISTRICT = FOLICIES AND PROCECUIRES Dl Cl

1. Overview
MDC implements this Annual Budget Submission & Approval Policies & Procedures ("Policy™] Manual
to outline the internal sperations of the Finance Department ["Finance”)] with the primary purpose of
documenting the annual budgeting process as it relates to the Budget Group.

This group is tasked with coordination and development of a consclidated annual budget adopted of
approgimately 5205 million (in 2021) which encompasses all four of the District' s Primary O peration al
Activities ["Funds”): Water Services, Sewer Services, Capital Improvement Programs, and
Hydroelectric Generation.

Consequently, it is the responsibility of the Chief Financial Officer ["CFO") to ensure compliance with
the policies set forth in this handbook, 1tis also the responsibility of the CFO, working with the
members of the Budget Group as well 85 broader organization to maintain and update these
procedures as necessary.
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2. Finance Organization, Roles, and Responsibilities
2.1 Organizational Structure
The broader Finance organization comprises the Treasury, Controller’s Group, and Budget
Departments. Each department has owversight of its respective functional areas and coordinates
together for the purpeses of preparing internal and external reporting, including But not limited to:
Interim Financial Statements, Annual Audited Financial Statements, Annual Budget Plans, and other
ad-hoc financial reporting requirements,

The primary focus of this document is the Sudget Bepartrment the ctructure of which is outlined in
Blue below.

[ I !
Manager of ‘Manager of Budget cantroller
Treasuny T s

| Financial Anahyst Il

Figure 1 — Budget Organzatian Structurs & Stafing ond its ralatan ta the Wetrapalitan Qistrct’s Ssniar anagsment,
Treasury, and General Accavneng functans s af September 2028

2.2 Departmental Budget Responsikilities
Farticipants in the Annual Budget Process
Acrpss the organization, several functions (Executive Administration, Procurement, Engineering &
Flanning, Finance, and Treasury] contribute toward developing the underlying assumption s which
directionally drive the outcome of the District's annual budget proposal.
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«Nanagesthe relatisnship =Prevides raw materials cost «[oenitors infrastructure and
with the District Board and assumptions used as basis identifies critical capital
Wember Municipalities to derive rates paid by projects for Executive

sCommunicatesfdevalops District customers team/Mangement approval
strategic initiatives and =Distribution of the =Provides capital plan /
potential cne-time events commedity letter to the project cost estimates for

=Establish head-count caps budget group in preparation budget year

~Sets Ad-Valorem targets for budget cycle

=Determines annual
initiatives and projects

Budget Group (Finance) Treasury (Finance)

*L0rives annual budget process & shanages existing Water & Sewer

sets key dates debt service [principal and
*Provide budget interest due] on long and short-

puidancefsupport to each term debt issued for the District's

department. Distribution capital improvement program

includes: Budeet Calendar, +| dertifies refinancing

Cormodity Letter, Budget opportunities

Template Worksheets, Payroll

Forecasts

*Responsible for the consolidation
and cormpletion of annual budget

Figure 2 - The gumary functianal parocipants in the budgetany pracesss respansible far develapmeant af the undarlpng sssumatans
which campnss the Distrct’s onnual hudget

7.3 Budget Group Personnel Roles & Responsibilities
Budget Department — 5taff Roles & Responsibilities
The Budget Department is responsible for developing, coordinating, reviewing, compiling and
controlling the District’s budget. The budget team works collaboratively with all functional areas
of MDC, using 3 process that focuses on finding less expensive and more efficient ways of
providing core services, while operating within mandated regulations and internal requirements.

The District’s Budget Department is comprised of one Manager and three Budget Analyst
positions. [See Alse: Appendix B for o table cutlining o detail list of roles and responsibilities)

Budget Manager

The manager-level role i responsible for coordinating the overall budget consolidation
process and verifying its alignment with strategic objectives. The Budget Manager is also
responsible For enforcing compliance with intermal budgetary policies and procedures,
including updating and communicating any changes to the policy handboock, Additionally, it is
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the manager' s responsibility to provide training, owversight, and quality control of the anahysts
work product.

Financial Analyst

The analyst-level role serves as the lisison between finance and cperations for all reporting
andfor analytics pertaining to their assigned departments. To mitigate the risk of key-person
dependency and enable organization’s flexibility to react tofluctuating workflows, the
analysts are cross trained to kackfill all other analyst roles.

3. General Policies & Governance
3.1 Governance
Celegation of Authority Matrix
See Also: Section 3 of the General Finonce Palicy fis the reference “General Accounting Policy™?]
{Rew. 11/2018).

District Board Gewernance
The MDC budget is developed inaceordance with, and poverned by, District Charter, general
ordinances and the MDC by-laws. Complete documents are located on the oreanization’s

website, https-ffthemde orefdistrict-board/charter-ordinance s—by-laws

The following takle highlights key budget areas as noted within the District Charter:

Ser 3-2

Budaet Estimates R eferred to
Board of Finance

The proposed budget of estimated expenditures and
revenues shall be furnished to the District Board/ Board
of Finance at or before its regular meeting in Movember
of eachyear.

Ser 3-3

Board of Finance Reviews
Budz et

Board of Finance shall review and amend the annual
PFroposed Budzet at its December meeting. The Budaet
shall be developed and presented into 2 distinct sections:
Ad Valorem [Sewer|, Water Functions and Hydro Funds

Ser 3-4

Part | of Budget, Tax Financed
[SeweEr]

Expenditures financed by taxation: estimated
expenditures, including contingency fund, and estimated
receipts [rewenue|, termporany/permanent improvement
for purpose of financing wastew aterfacilities
construction.

Ser 3-5

Part Il of Budget, water
Functions

Functions and operations of the water department
customarily financed from water revenues.

Ser 3-6

Part Il of Budzet, Enterprise
Funds [Hydro, etc.|

Enterprise Funds to be established in connection with the
issuance of revenue bonds or other facility, system or
program specific oblizations of the district issued

pursuant to Section 4 of Special Act90-27 and Sections 5
to 7 inclusive of Public Act93-280 and funded from user
charges, fees, rates, rentals and the CleanWater Project
Charge [CW PC|.

Ser 3-7

Publication and Adoption of
Buda et

Tirning: Upon completiony approval frorm Board of
Finance, Budget shall be published for 3 consecutive days
[except Sundays and Holidays, in one or more newspa per

Board for Adoption.
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Limitations on Expenditures; Expenditures shall not exceed the appropriation or
Supplemental appropriations; transfer any unexpended balance to any other
Transfers appropriation inabsence of Board of Finance and District
Board approval, with certificate from CFO that balance
actually exists free from encumbrancef available.

Ser 3-9 Emergency Expenditures Request and Approval of emergency expenditures follow
same approval process for annual budget, however,
without the need for publication.

Ser 3-10 Appropriations to be Approved | Appropriations to be financed by the issuance of bonds,
by District Board notes or other oblizations of the District may be made at
any time vpon approwal of the District Board and

Eecom mendation of the Eoard of Finance.

Ser 3-11 Appropriations Exceeding For any single appropriation itermn in excess of
520,000,000 520,000,000 [as updated/indesed to annual inflation rate|
expected to be cowered with current revenues in the
hudaet require @ two-thirds wote of approval from the
entire District Eoard.

Ser 2-16 Report to Cffice of Fiscal The Metropolitan District Commission shall annoally
Analysis prepare, nolaterthansanuary 1st, a report that includes
the following: (1] & list of all bond issues for the preceding
fizcal year, andfor each such issue, the financial adwvisor
and underwriters, whether the issue was competitive,
negotiated orprivately placed, and the Esue's face value
and net proceeds

[2] a list of all projects receiving financial assistance
during the preceding fiscalyear, including each project’s
purpose, location, and the amount of funds provided by
the district

[3| the cumulative walue of all bonds issued, the walue of
putstanding bonds and capital projects associated with
such bonds

[#] as of February 15th of eachfiscalwear, an accounting
showing all waterrevenue and expenditures by source,
category and type

[&] the affirmative a ction policy statement, a description
of the composition of the district's work force by race,

sex, and occupation and a description of the district’s
affirmative action efforts.

[E] Personnel status report including the following
information: total number of employees at the end of
each guarter, positions vacated and filled during each
guarter; and the positions estimated to bevacant/to he
filled atthe end of the fiscal vear.

See Alsa. Chopter 3 af the Campiled Charter af The Metrapaliton Distrct (Rev. 1/2318) far budget gudsiines

3.2 Accounting Basis & Standards
Accounting Basis & Budpetary Accounting Practices
Basis of accounting refers to the method ology under which revenues and espenses are
recognized in the financial statements. Governmental Funds utilize the modified aceroal Basis of
accounting under which revenues and related assets are recorded when measurakle and
awvailable to finance operations during the year. Proprietary Funds are accounted for using the
arerual basis of accounting and the flow of economic resources measurement focus, Revenues
are recognized when they are eamed, whereas expenses are recognized when they are incurred.
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Fund Accounting Basis

MDCs budget is comprised of three "Funds™: Sewer, or General Fund (Fund 1110), the Water
Uitility (Fund 1120, and Hydroelectric {Fund 1150) which have distinct attributes and restrictions
on application within the budget.

Governmental Funds — Sewer
The General [Sewer] Fund provides funding for costs associated with the administration,
operation and maintenance of the District’s sewerage system.

Revenues are recognized when they become measurable and available:

*  Revenues susceptible to accrual must be collected within 60 days following the end
of the fiscal year and would generally include expenditure reimbursement grants,
certain intergovermmental revenues and operating transfers and exclude
miscellaneous revenues which are generally not measurable until actual receipt.

*  Revenue from taxes on member towns is considered "measurable” in the yearin
which the taxes are levied and is recognized at that time.

* Interestrevenue is susceptible to accrual since it is measurable and available.

Sanitary sewer assessments are recognized as revenue in the yearin which aninstallment
becomes due, since they are both measurable and available.

Sewer user charges are susceptible to acerual. They become measurable as the usape is
known and available as killed.

With come exceptions, expenditures are recognized when the related fund liakility is
incurred:

*  Except accumulated unpaid vacation, sick pay, and other fringe benefits.
*  Principal & interest on general long-term debt which pets recognized when due.

Enterprice Funds— Water & Hydroelectric

The proprietary fund types Water Utility & Hydro Electric are accounted forusing the acerual
basic of aecounting. Revenues are recognized when they are earned, whereas expenses are
recognized when they are incurred.

The Water Utility Fund provides funding for the administration, operation, maintenance of
the District’ s water supply, treatment, and distribution Facilities.

The Hydro Electric Fund provides funding from revenues derived from the sale of power.

The Pension and the Other Post-Employment Benefits (OPEB] Funds were created by the
Dristrict Board soemployees of said district may participate ina pension and post-
employment medical benefits which are provided by the District and funded by a
combination of employerfemployee contributions.
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Contingency Fund

The Board of the MDC has expressed authority to estaklish 8 tax financed contingency fund based
on estimated identifiable expenses determined by the Board of Finance for the forthecoming year
from which these expenses will be met thereby addrescing estracrdinary events and minimizing
the potential impact onits customer base, including from potential disruption in services and/or
burden resulting from service-rate increases. (See Alse: Section 3.4 of the Compiled Charter of The
Metropolitan District [Rew. 1/2018)

All requests For contingency draws will require substantiation, including documentation of kut
not limited to:

& Tokal Regquest (e.p totalvalue of contingency anticipated used)

e [Draw Schedule (eg. 5% X400/ month foré Months)

*  (Jperaticnal Meed (eg. specification of how the request will ke spent)

¢ Ouantified Impact (e.g. downstream impact on operations budget or service rates)
®  Causationie.g explanation of the unanticipated or extra-ordinary event or events)
¢ Exhaustion {e.pg all other avenues are unavailable to address the need)

Arny and all approved contingency uses will ke tracked and documented by the Budget
Cepartment and maintained for audit purposes in accordance with the District’s records
retention policy.

4, Budget Overview
4.1 Overview
The budget document serves many purposes. tisa policy and control document, a financial plan,

Annual Financial Plan
jectad financi

Figure 3 — Drenwew af the
crtical functians carved
by the Budget dacument.

a guide for internal operations, and 8 dewvice for external communications.
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4.2 Timeline of Major Activities
The timeline for producing the Metropolitan District's annual Budget through its adoption by the
Dristrict Board spans approsimately sis-months and encompasses the activities shown below:

@@ September October

= May - Budaet Frocess » Department Budasts w Preliminary Draft « Draft Book Prepared shlunicipal Appraval » Moveem ber - o pased

Begins Submitted Reparts lssued. ard Distributed. P racess Campleted Budaet Presented ta
«lune - Commadity o Mieeting & s¢hedu ked » Meetings ta finalize » Muncipal Ap praval wDistribution to District Board for Farmal Vate.

Letter |ssied. between Jeniar &P Budaets Internally Piocess Begins Board / Board of » Do ber - Publication
o K ick-0fF Meeting Directars with CIF ICED, keaderzhip team| & The bad coursel Finaree | Taw i ard Budget Adopted.
sEngireering & Planning department kads to « & schedule of projedts reviev

reviews and piioritizes determine piagets are & prepared and

patential capital within target limits. submitted far

projects. appranal.

wB-11 8 S-ear project
plars are prepared

Figure 4 — The codence af key budgetary pracess svents & deliverables. [5ee Alsa. Secoan 6.5 foro mare detoiked
desorptian af thess octities. )

5. Operating Budget
MDC's Annual Budget Proposal summarizes the projected financial 3 ctivities of the organization for
the upcoming fiscal year.

5.1 Current State Process — District Operations Budget
The Flow chart shown below illustrates the interactions between the various stakeholders who
participate in the dperations budpet process. (See Appendix B o view MOC Digtrice Anncal
Coerating Budget)

5.2 Process & Procedures
Preparing the Annual Operating Budget is a collaborative process between various departments
and stakeholders in the process. The chronological roles & responsikilities for each stakeholder
are detailed below:
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Pre-Budget Preparation Activities [lanuary — Jung)
The Budget Department coordinates various activities which are used asthe kasis for
communicating corporate stratepy and objectives to the District’s Cost Centers and Departments.

Month Respensibility Dasoription

BGT, EXEC Corporate Guidance includes: Caps on Head Count or expenses,

one-time events, new district-bpard mandated initiatives.
May EXEC, HR,BEGT  Senior Management, HR, and Budzet coordinate to prepare the
5% [or 53|-week payrollforecast for the upcoming budaet year.

%ee Also: Appendix D

lun. PRCMT Procurement anakyzes the Commodity Letter provides the
baseline cost of raw materials used to develop the end-userrates
and charzes for the services provided to District customers.

See Alsp: Appendis D

4. Budget Kick-Off lun. BGT, OPS The Budget department coordinates a kick-off meeting with
Meetng critical stakeholders inthe budget process to communicate any

Zlobal assumptions orguidance which should be incorporated

into each department’s request forappropriations.

Glokal Assumptions — Developing Corporate Guidance & Assumptions

In its capacity to serve as liaison to the District Board and Member Municipalities, Senior
Management is privy to information regarding extemal one-time events or changes in
oreanizations| governance which may have a material impact on the MDC's operations and can
gauge municipal sensitivity Lo any potential rate changes required to address them.

The Budget Cepartment is respensitle for collaborating with Senicr Management to quantify the
impact of these events on the District’s Operations and assist in developing guidance which will
ke communicated to Departments for use in the submission of their annual budget a ppropriation
request.

Generally, corporate guidance will address underlying glokal assumptions (e g expense caps),
potential one-event, head count limitations, ete. and is communicated tothe broader
oreganization during the Budget Department’ s Kick-OFff Meeting,

Project Review & Prioritization Process — Capital Improvernent Program

Engineering & Planning reviews and prioritizes potential capital projects in advance of the CIP
Budgeting Process, which oecurs in parallel to the provess for budgeting the District’s operational
activities. [See Also: Section 5)

Once adraft budget ook has been prepared, itisincluded as an addendum to the proposed
operations budget and submitted to the District Board reviews and approves the plan as of
Decernber. (See Also: Section §)

Estimating Raw Material Cost & Service Contract Walues— Commodity Letter Guidance
The Procurement department prepares puidance referred to as the Commodity Letter and
communicated wia email distribution to the organization. This document establishes future
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estimated costs for common commodities and service contracts which are used across the
organization.

Operationally, the baseline cost of raw materials and services is used to develop end-user rates
and charges for the services the District provides its customers and is a critical driver of budgeted
revenue for the year

Lakor Rates & Overhead Ascumptions

The Budget Department is respon it e for coordinating with Human Resources to aseertain
oreanizational attrition and to chtain terms of newly effective collective bargaining agreements
regched with the District’s unionized labor,

Budget Kick-OFf Meeting

The Budget Department prepares a kick-off package containing assumptions, key dates, and
other relevant materials for distribution to each of the District’s Departments. These materials
are communicated to 3l departments during a budget kick-off meeting sutlining due dates and
expectations for all deliverables internally for review and externally For a pproval.

Currently, materials presented during this meeting include:

o Cpwver Letter (Corporate guidelines & budget template instructions)

s Commodity Letter (Cost assumphions for raw materials & services)

o  Budget Preparation Calendar (Schedule outlining budget tasks and due dates)

+ 52 [or 53}Week Payroll Forecast (Projected payroll forecast maintained in SAP)

s Budget Template Share Drive Link (Excel based worksheet for Projecting the balance of the
current year as well as the proposed budget for nest year)

Department Requests for Appropriation {June — August)
Post-Kick Off Meeting, each department is responsikle for completing individual requests for
appropriation and submitting it to the Budget Department to develop a conseclidated corporate
budget view. This consolidation forms the Basis of the District’s proposed budpet submission and
populates the schedules used in the final publication.

Morth  Responaibility Description

Budget Ternplates lun. EGT, DPs The Budget department maintains input templates for each
Prapared f Distribimed. department at the district. These are ceansed annually and
distributed via a shared drive to each stakeholder.
6. Paywoll Model Prepared  BRETE EGT, HR, EXELC The budget department reviews the payroll forecast and

updates the payroll model for changes since the previously
approved budzet. [See Ako: Section 3.4.2|

7. TDBudget Mode] lun. BGT, EXEC [See dkp: Section 71|
Updated

‘8. Department Bucgets lul. BGT Budget Department compiles each template submitted by

Conso/idated Operations Departments into 2 consolidated budget which is
used to populate the financial schedules used forthe Proposed
Budzet Submission.
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Department Requests for Appropriations

The Budget department maintains input templates for each department at the district. These are
cleansed annually and distributed via a shared drive to each stakeholder. Using these ternplates,
the departments prepare performance measures, completed department budget templates and
any schedules or forms supporting their submission.

Payroll Projections

Llsing the pricr year's approved budget, the Budget Department updates the payroll model for
any expected changes to personnel. As part of this process, any Collective Bargaining Agreements
[CBA) changes are inputinto the model to produce the projected payroll for the upcoming
budget year. These values are input directly into the consolidated model.

6. Capital Iimprovement Program {CIP) Budgeting
6.1 Current State Process — District Capital Improverment Program (E&P Activities)
The Flow chart in Appendix H illustrates the interactions Between the various stakehslders who
participate in the Capital Improvement Program budget process. (See Alsc: Appendix B MDC Copitol
Improvement Prograom Process Flow poge 3)

Current State Process — District Capital Improvement Program (Corporate Guidance &
Approval]

Baseline assumptions are developed concurrently with those of the operations budget before
diverging into the distinet CIP process. Engineering & Planning reviews and priceitizes potential capital
projects in adwvance of the CIP Budgeting Process, which oeeurs in parallel to the process for
budgeting the District’s operational activities. Once the budget propesal has been prepared, it poes
through an intemal review and approval process prior to the conselidation with the operating
budget. (See Also: Appendix B WMOC Copito! improvement Progrom Process Flow poge 2)

6.2 Authorizations & Appropriations
Requests for budget authorization to fund projects under the District’s capital improvement program
generally cover and other improvements exceeding $100,000.

Requirements for Appropriation Reguests

All requests for appropriation utilize Budget Request Form B-11 and include a separate S-year
projection outlining the total spend of the project. The fellowing information is required when
requesting funding under the District's Capital Improwement Program:

Appropriation Year

The fiscal year of project funding request. typically is the current budget year. However, this can
also be used for future planning such as projects which have been vetted as viable but ascociated
with a future appropriation year will not be ineluded in the propesed CIP budget for the current
fiscal year.

Project Description
An esplanation of the project, specifically WHAT and WHERE it is located if possible. Long Hill
Road Water Main, East Hartford and South Windsor - Construction, inspection and associated
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work for new water mains along Long Hill Road and Chapel Road beginning at the East
Hartford /SSouth Windsor town line. District forces may be utilized for this project. District costs
may include salary, benefits and overhead.

Project lustification

Description of existing conditions underlying the need for the project now or in the future, i
associated with an appropriation year occurring in the future, Any justification should
highlight benefits te the District, especially those pertaining te public and employee safety,
repulatory compliance, or potential cost savings in terms of TEM (“Time & Materials”] as this
is a critical component of the District Board' s review and approval of appropriations for
projects.

Project Cost Estimates
Acsumnmarized estimate for the project should be prepared (Form B-11) outlining the
following costs associated with a project:

Ectimated Soft Costs

*  Deslgn & Engineering — Includes all ectimated rosts aseoriated with a project prior to
{"Design Phase”] and during the Construction Phase.

* |nspections & Testing — Costs for outside services such as soil borings, surveys, or other
imvestipative work during the Design Phase.

s Other Dutside Cansulting Servites — Includes all other outside design or consulting
services during all phases of a project.

Estimated Hard Costs

Construction Costs - Include all estimated construction costs for the project. For most water
and sewer projects the estimate can ke based on previous bids for similar work and would ke
assimple as " 2,500 linear Feet of 16-inch ductile iron water main at 5130 per linear foot =
5325,000. Less bypical projects such as " WPCF Odor Control” may require some research or
assistance from a consultant.

Equipment Costs — Including the cvosts of equipment to be purchased by the District and
incorporated into the project. A quotation or cost proposal from the equipment vendor
should be the basis of the cost estimate.

Other Estimated Project Costs
Any miscellaneous costs should be outlined on Form B-11. Miscellaneou s costs would include
non-design or construction costs not elassified within the cost categories abowve
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Mlark-ups on Estimated Project Costs

In addition tothe design and construction cost component, all departments are required to
include 10% mark-up for contingency in their estimate to account for unanticipated overruns
during the construction of the project.

5.3 Other Required Documentation Required far Submission
A, Operating Budget Impact

Describe possible impacts on future operating budgets.

Forexample: "The propesed sewage pump station is expected to have a 550,000 annual T &
M eost, including preventative maintenance and electrical costs. "; or "The LED lighting
retrofit at MOCheadguarters isanticipated to reduce annual electricity espense by
approgimately 5% peryear”.

B. S5-Year Expenditure Projections

This itern is intended to provide Senior Management & Finance a forecasted estimate of
project expenditures for cash flow purposes,

Forexample: 8 51,500,000 appropriation is requested for water treatment plant
improvements. If the project is expected to be completed within the appropriation year, the
total 51,500,000 would be needed that year. If construction is anticipated to take three years,
the simple expenditure projection would ke " S500,000 per year for three years".

6.4 Procedure
Budgeting for the District’s Capital Improvement Plan occurs in parallel with the Operations
process. The CIP budget is a collaborative process, primarily between Engineering & Planning
Departments and the Financial Control Team with ultimate approwval by the District Board. The
approved CIP Budget is included in the District’s Adopted Budget.

On-Going Processes
*  Project Backleg —Engineering & Planning maintains an Access Database of all potential capital
improvement projects that the District has identified and is tracking. These projects have all
been vetted for viakility and have been priortized in accordance with the needs and
availability of funding for each project. The projects listed fall into two categories:
o Pending Projects — Projects which have been submitted and previoushy approved /
appropristed through the annual district budget process.
o Potentlal Projects — Projects which hawve been fully vetted But have yet to be
approved orfunded through an annual budget a ppropristion.

Pre-Bucdget Preparation Activities (lanuary — lunge)
Budget Motification
In conjunction with the development of the annual operations budget, corporate assumptions
including Budget Due Dates, Staff Transfers, and Commuodity Pricing is communicated to
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Engineering & Planning (E&P). In addition, any caps on capital spend authorization are
communicated at this time.

Senior E&P Directors distribute email notification to each CIP department (Water, Sewer,
Maintenance, Information Technology] kicking off the CIP submission Process.

CIP Budget Development {lune — AUgUst)
Project Requests Prepared
B-11 & S-Year project plans are prepared using assumptions pulled from E&P's Access Database
and saved cn the departmental share drive cnce completed.

Analysis of Authorized Un-Funded Balances
An analysic of open fund balances from prior authorizations is performed and communicated to
E&P. These open fund balances will ke net against any new CIP funding requests.

Internal E&P Review Meetings

A meeting is scheduled between Senior E&P Directors with CIP department leads. During this
time, the total funding request is confirmed to be within the NTE [("Mot-To-Exceed”] tarpet
authorization.

In the event a funding request exceeds the NTES, E&P will direct departments to revise their
submission tomeet this threshold based on the projectsfassumptions in the E&P database.

Engineering & Planning Recommendations

A schedule of recommended projects is prepared and submitted to Senior Wansgement for
approval. Afterincorporating any feedbackfrevisions, Senior Management will communicate
approval and direct the preparation of 8 Draft CIP document.

7. Proposed Budget and Budget Approval {August — December)

7.1 Consolidated District Budget

The Budget Department consolidates all inputs into the budget moedel which produces a district-wide
budget for internal review as well as draftwversions of the schedules which comprise the published
budget proposal.

Activtes: Month Responsibility Descripton
5. Yarance Analytics: Jul. BEGT, OFS The Budzet Department reviews department budzet

{ Change in Department submissions for accuracy and applies a +/~ 5% wariance
Appropriations threshold for guestioning. Inthe event of discrepancies or
questions, the budzet anakyst contacts the applicable
department(s| forclarifications andfor corrections.

[5ee also: Section 5.1

10. [nternal Review & Approvals TS BGT, TSY, EXEC The Budget department distributes the draft budget
proposalto Senior Management, Finance, and Treasury for
review. additionally,

11. Bond Counss] Review ept. The Districts Bond Counsel review the proposed budget for
legal issues fCharter conformance and drafts the required
Eond Resolutions but does not have a pprowal authority
overthe content of the budget
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The consolidation process also includes internal analytics which is used to monitor performance,
including:

Variance Analytics: +/-5% YoY Change In Appropriations Requests

The Budget Department applies a +/~5% threshold to Yo appropriations requests. In the event
of discrepancies or guestions as towhy the threshold has been exceeded, the budget analyst
contacts the applicable departmentis] for clarifications and,for corrections. [5ee Also: Section
5.1).

Reconciliation to Budget Model

The Budget Department reconciles budget submissions to its internal budget model to identify
variances and guestion the underlying assumptions vs. corporate expectations to understand the
drivers behind the difference.

Internal Budget Meetings

The Budget Department also coordinates internal budget meetings with each Department to
review the budget submission with Senior Management, Financial Contral, and Treasury
Stakeholders. Required Attendees include:

* Senlor Management Attendees: CEO & Assistant, CAOD & Assistant, CO0, and CFO.

*  Financlal Control Attendees: Treasury Manager, HR Director, Controller, and Financial
Analyst.

¢ Department Attendees: Cost Center / Department Head & Key Department Staff

Analysis of Budget Funding Reguirements

The Budget & Treasury Teams anslyze the revenue requirements to support spending ckligations.
If projected revenues sufficiently cover expenses and the budget balances, Town Meetings are
scheduled to begin to socialize the District Budget.

If revenues are insufficient, one or more actions may ke required tomaintain a balanced budget
asmandated by the charter:

¢« Option 1: Operating Expense Reductions — The Budget tearm may direct district
departments to hold the line ve. prior year submissions and/or make expenditure (Payroll
and G&A] cuts to their proposed budpets Such reductions do not require senior
management approval.

s Option 2: Water & Sewer Rates Increase — Increase rates or Ad-Valorem taxes charged for
the District’ s water and sewer services. INCreasing rates reguires Senior Management
approwval as the burden is being passed directly on to the District’s customers. Similarly,
increasing the levy for Ad-Valorem tax on the member towns would be passed on to the
District’s customers by the municipalities.

s Opton 3: Apphy Surplus Fund Balances — In the event the Water or Sewer Funds have a
running surplus Balance, this may be applied to close any shortfall in the budget for those
funds. Surpluses cannot ke comingled across funds — 2 sewer surplus can only be applied
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to sewer funds we. water surplus only Lo the water funds. This action requires senior
management approval as amy surplusis funded by the District’s customer base.

Bond Counsel Review

Bond Counsel reviews proposed budget for lepal issues/Charter conformance and drafts the
required Bond Resolutions but does not have approval authority over the content of the budget
le.g projects, cost, ete).

7.2 Proposed Budget Book — Approval & Adoption Activities
The District’s budget proposal goes through seversl layers of municipal review and approwval
which may or may not result in changes to the submission based on the District Board orits
subcommittees’ feedback prior tothe formal vote on its adoption.

Actividas Manth Respansiblity Desiption
12. Public Hearing Process Aug. GOWT, BGT Followinginternal approvalks, the proposed budget is
ppenedforpublic comments during a public hearing
ProCESS.
13. Publication of Proposed Sept. BGT The Budaet departrment sends the budaet proposalto
Budget Book the printerto create the budget book. This book

contains all schedules and supporting documentation
forthe budaet request and is reviewed in detail during
the municipal approval process.

Sept.— Nov. GOWT Multi-layvered approval pmocess begins.
15. Formal Vote/Budpet Dec. GOWT BEudaet is adopted through a formal vote of the District
Adaption Board. Once approved, the budget is final and no

further changes may be made.

16. Uplnad to SAP Dec. BGT The Budget Department & responsible foruploading
the Final Budzet file into the Accounting systerm of
record.

Proposed Budget Publication & Submission.

The Budget Department prepares the Draft Budpet Book and circulates it both via hard copy and
by email to Senior Management for approval. This "Proposed” District Budget includes the
Approved Capital Improvernent Plan. See Ake: Secticn 6 — Copito! imgprovement Prog ram

Senior Management performs a final review of the budget to ensure it aligns with the District’s
objectives and corporate guidance before formally submitting the Proposed Operations Budget
for the District Board's approval.

Fublic Hearings & Municipal Approval Process

Municipal Approval Process Begins — The formal approval for MDC's proposed budpet is a multi-
layered process involving the District Beard, which recommends the budget to the Board of
Finance and Government Committees for theirinput before Adoption. In addition, a public notice
period provides for the general public’s input into the District’s bud get proposal.

o Public Hearings (Town Meetings)
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Dristrict Board Meetings (3« September — October)
Board of Finance Meeting,

Water Bureau Meeting

Public Works Bureau Meeting

Gowernment Committee Meeting

Lo I o I w R w I ]

Budget Adoption

At the conelusion of the municipal approval process, the District’s budget proposal is subjected to
8 formal vote for adoption. If the vote succeeds, the Budget for the upcoming fiscal year is
considered “final” and communicated to the District’s Budget Department who uploads the
approved district budget into SAP.

8. Budget Analytics & Routine Reporting

& 1 Analytics — Wariance Threshalds

The District’s Budget Department analyzes Departmental budget submissions to identify cost
increases or decreases in excess of +/~ 5% inyear over year submissions. Such warisnces should be
accompanied by an esplanation as to the cause as well as any anticipated future impact on the
operations budget for the oreanization.

5.2 Analytics — Budget Reconciliation Process

A budget reconciliation process isthe primary vehicle for analyzing each Departments’ budget
submissions. Upon submission of annual appropriation requests, the budget team performs a gap
analysis toidentify material differences using a materiality threshold of +/- 5%.

This analysis forrms the basis of a meeting between the department/cosct center lead, budget
department, finance, and senior management (as applicable] to understand the appropriations
request and the circumstances driving any differences between corporate and department
assumptions. The meeting allows departments to provide contest supporting their request before 2
decision ismade to increase, approve, decrease, or reject the appropristion. Any changes are
subsequently incorporated into the Draft Budget Proposal to ke submitted for District Board review
and approval.

2.2 Financial Reporting
Internal Reporting
All reporting requests issued by senior management forinternal or ad-hoe purposes should
be clearly noted as such by watermark or header which states “FOR IMTERMAL LISE OMNLY".

These reports or schedules may be used Lo support external reporting But should not ke
presented toany esternal parties, including but net limited to: The District Board, Municipal
Governments, Jutside Counsel.
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External Reporting

Any reporting distritruted to esternal partiesis reviewed in draft form until approved and
certified by the CFO in hisfher capacity as executor of organizational fiscal policy, prior to its
distribution.

2.4 Monthly Reporting

The Manager runs the SAP report and reviews the Budget ws Actuals report. Report is distributed to
CFO, CAD, Controller and Manager of Treasury for review. The report is then given to Assistant to
CEQ ferinclusion in the CEQ month by report.

&5 Quarterly Reporting

In addition to coordinating efforts to compile the Cistrict’s annual budget submission, the Budget
Department is also responsible for the preparation of analytics which monitor District operational and
fiscal performance.

Repular recurring performance analytics provides visibiliby toinform Senior Management’ s decision-
making process with respect Lo organizational direction and drives external communication of results

«Manthly s uarterly -'Cluarterrg_- .z;é;:sfimﬁ
Anakytics uarterky Hesiledien et S j
5 '\ ofResults of Results # Ouerview of
.E?i;nill[) | *Executive kPl & Ops ?3’&2‘:;;
Analysi Dazhbaard Perfar maree Fiiti
Anaktics »leal & Rk i

Figure 5 - The cadence and Buld-up af perfarmance analptics fram gronular apsratanal rwew ta fugh-level pressntatan @ external portes.
to the District Board, Member Towns, and the public.

Operations Meeting
Quarterly budgetary run-rates are reviewed with department leads on 8 quarterly basisto
quantify any potential areas at risk due to projected short falls (revenue] or overruns (expense].
Budget burn is a key indicator of operational performance and measure of the departments’
budgetary capabilities.

Supporting Ackivities:
+« Monthly Financial Performance Monitoring —Following the monthly close, the budget
department should compile and analyze financial performance internally. This analysis
should be leversged as part of the quarterly analysis which is performed to ensure actual
performance aligns tothe budget/plan.
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*  Analytks Prepared for Prior Quarter — Following quarter-ciose, the Budpet Department
kepins preparations for producing quanterly YTC/OTD budget burn and forecasted run-
rates to be reviewed with the Operations team. Analytics should include YTD and QTD
performance metrics a5 well as other key metrics as defined by senior leadership and
included with the Executive Dashboard Report for that audience.

Executive Meeting
Quarterly dashboard reporting analyzing high-level financial and operaticnal performance for the
previously closed guarter should be reviewed during 8 presentation to Senior Management. The
meeting agenda should incorporate non-budgetary updates, including overview/updates of cach
position, debt, insurance & risk, personnel, G&A, and any legal concems.

Supporting Ackivities:
¢  Quarterly Executive Dashboard Report — Feport analyzing high-level OTD & YTD financial
and operational performance which is reviewed by senior management and serves as the
basis for quarterly board presentations. The report should include key metrics developed

with executive input aswell as updates / overviews of critical non-budgetary concerns
[Cash, Debt, Insurance, Legal, ete.. )

District Board Meeting
The gquarnterly koard meeting reviewing operational and financisl performance is held. The

analytics reviewed and presented to senior leadership should ke leveraged as the Basis for the
Quarterly District Board Presentation.
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Appendix

A, Budget Group Key Activities and Delegation Tables
The takle below outlines persennel’s roles and responsikilities, including But not limited to, month by,
guarterly, and annual activities perform in the budgeting department.

Key Activitles Delegatlon Table [R— Reviewer, P — Preparer, B — Backup)

Budiget Budget
Performed By: Manager Anahpsts

Maont hly Act hrlthes

Manthly wariance Analysis k F

Manthly Variance Analysis Touchpoint Mesting
with Assigned Department

Cluarterhy Actlvitles

Cuarterhy Anabytics Package ta Key Stakeholders 4 F
Review Quarterhy Analytics Package to Key
Stakehalders

Cuarterky Anabrtics Package Review Mesting with
Cperatians

Cuarterhy Anabytics Package Review Mesting with
Lenior Management

Cuarterhy Anabytics Package Review Meeting with
The District Board

Annual Acthritles

Prior Year Budget Process Post-Martem
Analysis for Distribution to Key Stakeholders
Post-Martem Anabysis Mesting with key
ttakehalders

Incorporate Updates/Changes to MOC Budget
Policy & Procedurs Guide - Based on Feedback F
from Post-Martem Mesting

Submit Palicy & Procedure Revisions to CFO for
Approval of Revisians

Ohbtain Corporate Guidance Developed far Caps
anHead Caunt, One Time Events, New District H
Baard Mandated Initiatives

Ohtain Persannel & LaborGuidance the 52 [ar
53)-week Fayrall and Farecast far the Upcoming
Budget Year far Senior Management, HR, and
Budget Departments

Prepare Templates for Budget Kickoff Mesting E P

Dhtain Cammadity Letterfrom Procurement R
Manager Kickoff Meeting:

To communicate global assumptions orguidance
which should be Incarparated inta each
Department's Appropriatio ns Request, Carporate
Guidelines & Budget Template Instructions,
Budget Template Share
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Buizet Blucmet
Performed By: Manager Anahsts
Drive Link [Excel for Frajecting the Balance of the
Current ¥earas well as the Proposed Budget far
Mext Year)
Distribute Budset Templates to each Staksholder ke X
Preparation of Town Hall Management Deckwith
input from Engineering of Com pleted CIP Projects E P
and wWark with CEDQ, CAD, CFD to 5et the Rates
Review mesting of Town Hall Management Dack
af CIP Projects and Rates far CED presentation "
with Director of Engineering, Manager of
Treasury, CFD
District Operating Revenuse Cakulations [ F
Miscellaneaus Revenue Cakulatians K i
MNan-Dperating Revenue Cakulations R P
Ohtain and review Legal and Collections "
Prajections fram the Legal Department
Ohbtain and review Debt and Financing Expense %
Prajections fram the Treasury/Debt Department
Complete a +f- 5% Variance Analysis over " P
submitted budget
Budget Variance Meeting with stakeholders i
Ohtain and Consalidate Departrient Bud g=ts and 5
Incarparate CIP Budget
Lenior Management Review af Pasitions F
Prepare Budget Presentation for Public Hearing 3
Prepare Budeet Presentationfor P
District /M unicipal Review
Submit Budget fora Farmal vote/Budgst P
adaoptian
Submit Final Budget for Print P
EnterFinal Budget into SAP 4 F

B. District Operating Revenues
MIDC has three primary sources of revenue which are recognized when they are eamed: Water
Ltility, Sewer, and Hydroelectricity,

Water fund revenues provide funding for the administration, operation and maintenance of the
District's water supply, treatment, and distribution Facilities. The major source of water revenue is
from the metered sale of water to approximately 94, 000 residential household customers {2014
District population estimoted 366,000 as estimated by the US Department of Commerce, Bureow of
Census ond bosed on 2010 dotal.

The General Fund generates revenue associated with the administration, cperation and maintenance
of the District's sewerage system for its eight member towns. The receipt of the tax levied [Ad-
Walorerm”] on the Cistrict's member municipalities is the major source of revenue for the General
Fund.
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The Hydroelectric Fund provides funding from revenues derived from the sale of power for the
speration and maintenance of the Goodwin hydreelectric faciliby.

YWater Utility Revenues
Direct Rate Charge
The funding of water services and related operationsis principally derived through a direct rate
charged todistrict customers. The direct rate is set by the District Board and Execotive Leadership
in its advisory capacity to the board.

Description of Revenues

Water Revenues and Other Financing Sources provide funds for a share of the general
administration of the District and for the operation and maintenance of the District's water
supply, treatment and distribution facilities and equipment. The major source of water revenue is
the metered sale of water to approsimately 366,000 people (94, 000 residential customer Billings)
in the District's service area.

Budgeted Water Revenue Services
MDC budgets for Operating Revenues, Miscellaneous Revenues, and Mon-Operating Revenues

Operating Reveniues fiscellaneous Revenues

related to the
eration af 3 water utility:

Water Campani

which are cutlined in the figure below.

Figure B - Dwenvew af revenve sreoms which camprise the Distna’s budget for the Entsrpriss (Woter) Fund.
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Sewer Revenues
Sewer Use Charges
The funding of sewer services and related operations is derived primarily through an “Ad-
Walorem” tax on member municipalities, as well 85 a direct use charge to high-flow and tax-
exempt district customers. The Ad-Valorem rate is set by the District Board and Executive
Leadership in its advisory capacity to the board.

Description of Revenues

Sewer Revenues and Other Financing Sources provide funds for 3 share of the general
administration of the District and for the operation and the maintenance of the District's sewer
system facilities and equipment. The receipt of the tax levied on member municipalities is the
major source of sewer revenue.

Budgeted Sewer Revenues
MDC budgets for the following sewer revenue categories:

Taxation Cther Government Agencies Bther Sewer Revenues
i af ice f =d toother

2 |.ease Charges -
framthe k

ranm nan-mem ber praperty rents
«Household Hazardous Waste antennae,
Disposal-fee charged fr: i 2 Developer Revenues

hazard £ Y « Payroll Additives - rs
b

Figure 7 - Dverwew af the revenve streoms which campnise the ustrct’s budget far the Generol {Sewer) Fund
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Hydroelectric Revenues
Sales of Power
Hydreelectric facilities at the Goodwin River Dam provide funding from revenues derived from
the sale of power. Changes in seascnal weather conditions have a significant effect on water
supplies used for power peneration.

Cescription of Revenue

Hydroelectric Revenues provide the funds necessary for the operation, maintenance with the
Dristrict's Goodwin hydroelectric power facility. The major sources of revenue for the
Hydreelectric Operating Fund are derived from the sale of power generated at the Goodwin
hydro facility.

Budgeted Hydroelectric Revenues

Revenue in support of hydmelectric expenditures is derived from: the sale of power produced at
the District's Goodwin hydroelectric power facility; interest eamed from the investment of
awvailable cash; and surplus Funds if available designated to support the expenditure budget.

Calculations for Budgeted Operating Revenues
The following takle summarizes key operational revenues budgeted annually by the District.

Straight-Line budoet
manthly, but with a

Cansum ptian

measured by CCF Priar Year S-¥ear Avg "
! CLCl 2% increase
[centum cubic f Cansurnption Per CCF Cansumption PerCCE
manthly far June
fest)
thru Dectaber
Budmet 90% of
Hiarant Fixed Himb sl Priar ¥ Budget 3 Awg Per Unit ;tmre'n:ff'mjtineand
e e Fiofa riar Year Budg. ‘ear Avg Per Uni raight line the

balanze for the
remaining 11 manths

Quarterly Budgeting

Municipality 3- Municipality Prior 3-Year Avg af R e
Year Annual Tax Actual Annual Actual Annual Tax Mane
Receipts Taz Receipts Receipts el
receive this guarterly
Straight-Line budget
MNans Connectians Fixed Per Connectian Mone  manthlyfrom
January to April
Type and Amaunt Gallansar Straight-Line budget
af Sludze Tannage by Priar ¥ear Budget 3-Year Awg Per Unit Fehruan,r'thru
Material tludge Material December
X Days X Days Prior Year Budget Percentage of Mone
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Outstand ing Outstanding Budgeted Revenus

Straight-Line hudget
excent bu dzet 60 of
revenues in October

3-Year Avg Actual

Prior ¥ear Budgst
. Rewenues

Straight-Line budmet
except budget 60 of
revenues in October

Materialy
Equipment

3I-vear Avg Actual

Prior Year Budget
Rewenues

ment

C. District Operating Expenditures

Calculations for Budgeted Operating Expenses
The following table summarizes key non-commodity based operational expenses budgeted
annually by the District. Recommended methodelogy to estimate budgeted expenses are based
on a 3-year historical average.

Seasana lity Recommendations

Annualized Unian Mane Weeks
Payrall = [37.5 Hours »
[PY Hourly Waze * 1+
COLA % b x [Actual
Weeks))+ (375 Haurs:
% [Increment/Step
‘Wage)x [Actual
Weeks)) +[Longevity
adp %2
Payrall
Annualized Man-
Unian Payrall = (40
Haurs % (PY Haurhy
Wage * [1+ COLA %) x
[Actual Wesks)h + (40
Ha urs'x-
[Increment/Step
‘Wage)x [dctual

Wesksl
. Budget 20% aof budget in J
oT fDT . 3-Year Annual Head Count and Shes ShEhpssull sntaly
- A - Estimate and 3% evenhy from Februany ta
[Premium } Time Ayerage Hours
December.
Budzet 20% of the budzet
straight-lined fram Ja nuary thru
s ‘3-¥ear Annual May and September thru
Tern parany Hel Estimat. 5 d -
RO & LR Awerage T December. Budget 30% _ﬂf the

budget straight-lined Junethru
Aumust.

AT e e (| I
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Years af Service -
Basedon Unian ar Mane Years of Service
Manunian
Estimated by CFO,
BEudzet Manager &
Treasurer
Estimated by CFO,
Budget Manager &

Treasurer

Budzet 50% in luneand 50% in
Navember

3-Year Annual Established

Straight-line budget

Awerage Premium Rates ekl e

3-Year Annual
Auwerame

Budget 50% in Januarya nd 50%

E,cntrlhutl_ons ERt

Estimated by CFO, SRR

Budzet Manager & # of Claims Straight-line budgzet
Awerage = -

Treasurer

3-Year Annual

Manager of Treasuny i # af Claims Budget 100% in lanuany
Priar¥ear witha 3-Year Annual
% tpend Maone
Percentage Increase Awerage
Friarfear witha 3-tear annual
% spend Nang

Percentage Increase Awerage

Estimats Farecast Actuak Mew Deht Naons

Priar. ith 3-Year A |
fiar Fear with 2 saranmua & Spend Budget 100% in July

Percentage Increass Awerage

Estimated by CFO -

i kiagnl s 3fear Annual .

Budget Manager & & Spend Budget 100% in August

> - Awerage E
Treasurer i

Friar¥ear with a S-Year annual & tpend Niine

Percentage Increase Awerage

Payroll & Entitlement Drivers and Assumptions
Payroll and entitlements are derived from contractual lsbor agreements and governmen t-
established rates for Social Security and Medicare withholding. It is assumed that any premium
time will be budpeted on a zero-basis, with any budgeted premium time amounts substantiation
as evidenced by approved operational requirements.

The Payroll Master Workbook produces the values and support schedules which are input into
the Consclidated Budget Model. Crivers and Assumptions are calculated where applicable as
follows:

Forecasted Headcount ("HCY)

Forecasted HC is developed using the prior years approved budget as a starting point and then
layering in actual and projected changes Based on guidance from Management, Operations, and
HR departments.

HC = Prinr Yeor HC + YTO New Hires — YT Attrition + Forecosted Wew Hires — Farecosted Attrition.
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Standard -Time Payrell
Collective Bargaining Agreements ("CBA™ & Mon-Union Payroll Assumptions
The District’s payroll budget is derived from the updated headcount information and is
caleulated 3s the sum-product of all employees assuming a 37.5 or 40 hour work week and
using terms specific to their seniority within the Union's CBA, if applicable

For Won-Union employees, terms are set by the employment contract for the employee’s
specific role and subject to bosrd approval. Non-Union Payroll can be calculated as the sum-
product of all non-union employees assuming a 37.5 or 40-hour work week and using the
specific terms of their District Board-a pproved position.

Anmsalized Unfor Payrolf - (37.5 Hours x (PY Bourdy Woge * [1+ COLA %) x jActuo! Weeks)] +
(37.5 Hours x fincrement/Sten Wogel x (Actuo! Weeks)) +fLongevity Ad). x 2)

Annwatized Non-Uinfon Payrolf = (40 Hours x (PY Hourly Woge * [1+ COLA %) x (Actuol Weeks) )
F (40 Hours x [increment,Stea Woge] x (Actuol W eeks))

Wape Tables

Wapes for Union and Mon-Union labkor are fixed with respect to the terms of the labor
contracts for each union that the Cistrict utilizes during execution of its operations. The
effective dates for union CBA's span 8 period of 3years and are renegotiated at the end of
each CBA period.

Currently (2019], CBA's have been reached Locals 3713, 184, and 1026 of the American
Federation of State, County & Municipal Employees Union ("AFSCME”), which sets forth
terms for hourly wages, longevity, medical, and pension benefits ete.

Mon-Union District Employees utilize a wage scale structure determined by the District Board
and periodically reviewed parallel to CBA negotiations.

As of the publication of this document the current CBA terrm is 2009 —2022. Contact Human
Resources forrevisions on newhy executed CBAS.
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Local 3713 Wage Schedule

o Stap 1 Step 2 Srep 3 Srap 4 Step 5 Tep & Step 7 Seepd

FTM .8 7458 2T 556 TRRL L v n.m JR.F9
FTNZ . A M53 2724 2790, PR.ER 940 3011
s deZb /11 L8 el .34 13 30gd 4163
FT04 2766 23,45 29,24 20,82 30,52 JL51 32.40 3319
PTOS .08 9.9 307 Any SrAn 3323 A.07 S4.90
b e - 3130 3214 33.04 3301 Eadts-] 3080 3b.0i
FTO7 J1.63 32.91 33.B2 2474 35.65 36.57 37.43 3E.40
FTOR 2350 355 3691 A7 3743 3530 A9.30 410.31
o el L 3420 FELE 020 402U 41.31 4237
FI1U Jaue Sd.Ud o4 a0.1% 4125 4431 4.0 44,435
FTi1 aa.a9 A0 147 A2.93 1354 115 AnaT 008
rTiz 4C.E2 4200 43,10 44.33 4550 46.67 47.84 40.00
I'113 a42LES 44.11 40,33 6.0k L4078 49,01 oL.2g 5146
FT12 45,04 4637 47.R? an.91 5019 S1AR 5237 e
FT15 AT.10 4340 AR a4 5r49 WA an1R G053
b ated 102 Sz EER- b id Sb U SE.1d Silba
FT17 52,11 S3.60 55.03 5€.58 5807 53,55 &1.05 62.54

Figure 2 - CBA Woge Scalzs. Unianized emplayess are assacated woth o sneafic pantan 1) hos multpls steps af samanty (2)
which detarmine thar wages campeansa fan.

Lenpevity

MDOC non-unien, 3713 and 1026 employees that have 10 years or more tenure receive longevity
benefits set by the CBA. IF an employee qualifies for such a benefit, itis paid June and November
of each year.

Cost of Living ("COLA™) Increaces LONGEWITY
The CBA als establiches the minimum COLA each union -
employee receives annual eost of living adjustments. Mon-Union ear of
. . serico Inne Pow-ar b Teinl
employees are also eligible for COLA increases at a rate per 0 B 5 Aman & aTen
. . - 1" g § 12750 & 3700
annum as determined by the District Board. - . o s
i ) . i 13 5 5 1l 5 EZemuy
Entitlernents (Social Security & Medicare) 14 5 5 1m0 S e
: < 3 3 - i § 5 L §
Social Security's Old-Age, Survivors, and Disability Insurance 2 2ol
Frogram ("0ASDI) and Medicare Hospital Insurance Program o i e e
["HI"] contributions are calculated as afiked percentage of each o fangewty henefit far thewr fength of

employee’s annualized taxable earnings. SERHCE

Maximum taxable earnings for OASD contributions fluctuates based on the national average
wape indes. Refer tothe Social Security Administration Website for updates or revisions to the
contribution and kenefit bases.

Enttiement Rate Taomble Magimum Masdrm um Contriburton:
12015}
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£137,700 TLELITAQ

Soctal Securtty (DASDI| 6.20 %

Medlzara [HI) 148% Mone MfA
foble 1 - The DASON tox Fate far wages pood 1n 201915 s=¢ by stotuee of 6.2 percent for emplapees ond emplagers, soch.
Emplapess with wogers squol ta arlorger thon 513295000 2513 would cantnbutes 5823985 ta the DASDI progrom ond
the Oistnct wavld canerboes the come smavnt.

Fremium-Time Payroll (Overtime)

A zerc-based budgeting approach should be used for budegeting overtime and other premiurm-
time requirements. Substantiation evidencing operational needs for the premium-time request
should ke submitted for Budget / Finance review and approval. Documentation should specify
manpower requirements and purpose — specifically: employee(s), total anticipated hours,
Duration (weeks) and purpose f explanation.

Prernium Time DriversfAssumptions Multipliar (MP) Union Umlt.  Men-Unlen
W) Limit fWL2]
Douhle-tme 203 3F.5Hrs. 400 Hrs.

Toblz 2 - Premum Havr Onvers & Acsumptions are bosed an Uman CBAs ond nan-vman emplagment cantroces, Az af
20314, the vvans which callectvely borgan wich the dicmect da naceom dauble ome,

Fremium Time Payroll Calculations
If approved, premium time should be calculated for each employee in sccordance with their
Union CBA or the terms of their individual employment contract.

Compon=nt Calculation

Weekly Manpower Requirement |“MFPR' = Total Anticipated Hours / Duration in W eeks

L e R CHl = MpR - [WL1 ORWL2]
LS ETETETE T = PhE = [nnualized Hourky Waze s P

Common Commodity & Service Contracts
The Commuodity Letter provide future estimated costs for services and materials. They include key
budgetary assumptions {i.e. pay increases, overtime, inflation, etc). (See Also: Appendic G fora
2019-2020 Commodity Letter)

Legal & Collection Services
Legal and collections services should be projected using a zero-kasis approach in conjunction with
inputs submitted by the legal team. This process entails close conrdination with Legal to
determine expectations on ongoing litigation as well as potential and pending legal matters not
underway.

Debt & Financing Expenses
All Debt-related expenses should be developed in conjunction with input from the District’s
Treasury/Debt function which maintains the amortization schedules for cutstanding debt and can
provide puidanee on future expectations and timing for all financings expected to close during the
uproming fiscal year

COHMREZMICK LLP -



146 m April 5, 2021 THE METROPOLITAN DISTRICT COMMISSION

THE METROPOLITAM BISTRICT - POLICIES AR PROCECUIRES DO CUINERT

0. Cost Centers & Departments

Directors & Department Leads

Each department at MDC is responsible for compiling its annual operating bud get for submission
to the Budget Group, which in turn reviews and provides feedback to departments in an iterative
process to alipn with organizational assumptions and restrictions.

The ereanization is currenthy composed of twenty-three functional areas that are required to
prepare and submit annual budgets.

1. Command Center Mah_a_gér of Cammand Center

7
{
g
§

Ianager of Budgeting
Chief Administrative Cfficer

2. Conti s Director of Finance
Virager of Tressury
sistant o the CEO
arager of Bucetire
Director of Engineering & Planning
Manager of Ervironm ent, Health £ Safety
Asisart tothe CEC
Chief Administrative Officer
Ot o Fiarce
Marager of Treasury

|
;,5

Manager of Custormer Service

Viansgr of Tressury

Director of Huran Resources

Director of Information Technology

Director of Information Technology
13. Laboratorny Services WP Laboratory Administrator

14,

I District Counsel

§

Director of Facilities
¥ Maintenance — Facilties 8 Assistant Facility Maintenance Superintendent
Elecironic Maintenance
# Maintenance — Cantral equipment RIS o=l d=latsTo e
Maintenanca
» Malntenance — Warehouse Fleet Superintendert
16. Operations Litility Maintenance Superintendent
17. Special Agreements & Programs Manager of Budgeting
18, Taxes & Fees Manager of Budgeting
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Cost Centar / Department
15, Water Pollution Control
¥ Administration

Ianager of Water Pollution Control
IManager of Water Pallution Cu_ntroi
Water Pollution Supervisor
Water Pollution Supervisor

b=

Fi &

wiater Pollution Superwisor

IManager of Water Treatment & Water Supply
Water Treatment Plant ODperations Supervis or
Water Treatment Plant Operations Superyis or
Senior Water Supply Maintenance Supervisor
Assistant Manager of Water Treatrent & Water

Supply
Matural Resources Administrator

Hydroelectric Plant Supervisor
Senior Water Supply Maintenance Supervisor

District Patrol Commander — Manager of Police

Description of Cost Center & Department Operation s

Service

Contingencies

The Contingencies appropriation is a set-aside for emergencies and other unanticipated
expenditures that may arise during the year. The transfer of funds from Contingencies to
cower ecpenditures requires prior approval of the Board of Finance and the District Board.

Drebt Services

The Debt Service account provides funding for the payment of interest and principal due on
outstanding water, sewer and combined bonded debt. In addition, this account reflects the
cost of interest and note issue expense when paid directly from the operating budpet.

District Board

By Charter, the affairs and policies of The Metropolitan District are poverned by a Board of
Commissioners (the District Board ) composed of thirte-three members: seventeen appointed
by the District’s member municipalities (Bloomfield, East Hartford, Hartford, Mewington,
Rocky Hill, West Hartford, Wethersfield and Windsor); eight appointed by the Governor; four
appointed by the leadership of the Connecticut General Assernbly; and four appointed by the
non-rmemkber towns.

The District Board has broad authority with regard to providing services for the region,
including the creation, maintenance, estension and operation of public water and sanitary
sewer systems; the authority to collect and dispose of refuse; and the operation and
maintenance of resources recovery facilities. The Metropolitan District is also authorized to
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construct, operate and maintain hydroelectric dams and to provide for the transmission, sale
and distribution of the electricity produced by District hydroelectrie facilities.

The establishment of policy and oversight of the administration is the responsikility of two
major bureaus of the District Board — the Bureau of Public Works and the ‘Water Bureau —
and of the following Chartered orstanding committees: the Board of Finance; Commission on
Regional Planning; Community Affairs; General Policy and Planning; Internal Audit; WDC
Government; Organization; Personnel, Pension and Insurance; and Farmington  River
Watershed Advisory.

Employee Benefits

The Employee Benefits account comprises costs which consists of contributions for employee
medical insurance and other employee benefits. The District provides a comprehensive
medical insurance program for all of its full-time employees, a major element of the fringe
benefit package, and for retirees. The District provides 8 defined benefit pension program for
all full-time employees. The pension plan requires employees to contribute a specified
percentage of their weekly wapes [edcluding overtime) to the pension fund, while the District
contributes the balance needed to maintain an actuarially sound fund. The District also
provides annual longevity payments to long-term employees. In addition, this budget reflects
the Gistrict's costs for Social Security and Unemployment Compensation Insurance.

Engineering & Planning

Engineering & Planning - Administration

The Administration activity hesded by the Director of Engineering and Planning, is
responsible for the owversll management of the department's major activities: Diversity,
Technical Services, Engineering Services, Construction Services and Survey & Inspection. In
this role, Administration develops and administers department-wide policies and allocates
available resources to maximize operational efficiency and  assure  achievement  of
departmental geals and ohjectives.

The Director is also directhy invohved in the day-to-day administration and management of the
District’s Capital Improvement Plan and the planning of additicnal, relsted improvements.

Engineering & Planning — Diversity

The Office of Diversity is responsible for the fair and vigorous enforcement of the District’s
anti-discrimination, employment and supplierfvendor diversity policies and practices and to
promote cultural awareness, understanding and respect within the District’s working
ervironment.

Engineering & Planning — Survey & Inspection
The Survey & Inspection department is a part of the Capital Improverment Program.

Engineering & Planning —Engineering Services
The Survey & Inspection department is a part of the Capital Improverment Progra m.
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Engineering & Planning — Construction Services
The Survey & Inspection department isa part of the Capital Improvement Program.

Engineering & Planning —Technical Services
The Survey & Inspection department is a part of the Capital Improvement Program.

Chief Executive Office

Chief Executive Office — Administration

The Chief Executive Officer is appointed by the District Board and is responsible for
implementing the policies of the Beard and for providing overall management of District
programs and operations. As the Commission’s primary policy adwvisor, the CEO provides staff
support to the District Board and its bureaus and committees and also serves as the primary
ligison between the District and various federal, state, regional and local officials and
agencies: Compilation of meeting agendas and finalization of minutes; the coordination and
control of Commission, bureau and committee meetings and public hearings; and
management of the sewer and water assessment programs.

Chief Executive Office — Communication

The Communication Department is responsible for the development and implementation of
communication and project outreach programs and distribution of materials designed to
improve the way project information is relayed to the public as well 8s intemally throughout
the District. This group is responsible for the management of Community Qutreach Liaison
Teams which support Project Qutreach in the communities where District projects are taking
place. In addition, this unit is responsitle for the development and distribution of various
communication vehicles which inelude, but are not limited to, the District Bill insert,
newsletter, and TV program.

Chief Executive Office —Human Resources

The Director of Human Resources has owersight responsitility for all human resources
functions including Education and Training; Employee Benefits Administration; Employee
Relations and Hurmman Resources Administration.

The Human Resources Department is responsible for providing a full range of human
resources services to MDC employees at multiple work sites. Human Resources’ core
functions and respensikilities include: policy development; risk services; job design;
classification and reclassification; recruitment and retention; forecasting and succession
planning; training and staff development; compensation administration; employee relations
and communication; performance management; ctrategic planning; Human Resources
Information Systems (HRIS); benefits administration; complaint resolution; recognition
efforts; and gquality and process improvement initiatives,

Lepal

The District's Legal Department is administered by District Counsel and supported by two
Assistant District Counsels, Labor Counsel and Lepgal Counsel. District Counsel may appoint
and use additional counsel on an as-needed basis.
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Primary duties of the Legal Department include labor contract negotiations, preparation of
legal agreements, representation of the District in administrative proceedings and litigation,
the prowision of legal advice, legislative review, and various other legal responsibvilities, as
required.

Information Technology

Information Technology - Administration

The Information Spstemns Departrment plans, develops, applies and sustains a District-wide
clientfserver system for integrated information storage, communication and compuating, [T
provides technical support, user trainingfassistance, applications develocpment and network
management for all departments.

Information Technology - GI5 Services

The GIS Services activity is responsible for the development, management and application of
the District's Geograghic Information System [GIS). The GIS database and its computer
capakilities support all departments in the planning, design, operation and maintenance of
the Gistrict's infrastructure. Additionally, the GIS activity plays 8 key rele in implementing this
technology in member towns by providing technical support and application development.

The GIS activity continues to update and publich a wide variety of highly detailed maps used
by the peneral public and officials from the public and private sector, including the District's
street and utility services, a reservoir brails map, and the MDC and Environs ma g

Finance

Finance — Administration

The Finanee Department's Administration unit is headed by the Chief Financial Officer, who is
supported by 8 Director of Finance and Assistant to the Chief Administrative Officer. The
Chief Administrative Officer is responsible for overseeing and directing all District fiscal
management and planning programs, as well as the programs and activities of the Treasury;
Procurement; Financial Control; Customer Service and Payroll; and Unit.

Finance — Financial Control
The Financial Control activity, adminictered by the Manager of Financial Control, comprises
the following units: Administration, Accounts Payable, General Aceounting,.

The Financial Control activity is responsible for payroll sccounting; accounts payable;
accounts payable; fixed asset records; genersl ledger accounting; cost accounting;
management analyses; extemal reporting; internal auditing; the sale of materials and used
Bguipment.

Finance — Treasury
The Treasury activity, headed by the Manager of Treasury, comprises four units:
Administration and Revenue Accounting.
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The Manager of Treasury is directly involved in the administration of revenue and debt
management, which includes cash management, revenue forecasting, and regulatory
compliance.

Additional responsikilities  include  assecsrment  billing;  receivable eollections;  claims
management; and killings.

Finance — Budget Unit

The budgeting activity is administered by the Manger of Budgeting and responsibile for the
annual budget process as well as budget reporting; grant accounting; and the development;
analysis and monitoring of various budget programs.

Additional responsibilities include fixed asset analysis; the review of project appropriations;
expenditures and business areas within The District, this includes revenue, expenditure
forecasting and management analysis.

Finance — Procurement

The purchasing activity is administered by the Chief Adminictrative officer and is responsible
for the procurement of goods and services at the lowest coct of ownership to support the
operations of the Metropolitan District in compliance with cur Charter and Ordinances, Local,
State and Federal regulations.

Finance — Customer Service
Zee Also: Treasury Funciion

General Insurance

The General Insurance account encompasses the costs of insurance policies that provide
coverage for the District structures and contents {excluding dams).  Cowerage includes
protection against fire, earthguake, floed, vandalism and damage to specalized equipment.,
In addition, this account provides for coverage to insure District wvehicles for fire, theft and
wvandalism while parapged. The Liability-Compensation insurance program provides funding for
claims by the pubklic for boedily injury or property damage resulting from District operations
and forinjuryfillness claims by Dictrict ermployees.

In addition, this account supports the cost of specialty insurance coverage for commissioners
and employees, machinery and performance indemnification, and the cost of service fees
from insurance brokers, consultants, and providers of technicalfspecialized support.  The
Self-Insurance program was initiated in 1987, at which time the District began self-insuring
workers' compensation claims. Starting in 1988, the program was expanded to include the
property and liakility areas.  This account provides a contribution to the District Self-
Insurance Fund for payments of claims anticipated during the coming year that fall within
self-insured retention levels.
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Operating Office

Operations

Operations — Administration

The Operations Administration unit is responsikle for the owerall administration and
management of the various activities and special programs.

Operations - Systems Repair & Maintenance

The Systems Repair & Maintenance unit is primarily responsible forthe emergency repair of
all components of the water distribution and sewer collection systemns. This unit is also
responsible for all service connection water taps required by developers and contractors and
utility relocation work required by Towns and the State.

The Hydrant Maintenance crews maintain more than 10,700 tydrants, flushes more than
1,465 miles of water mains, and provides assistance in addressing water system emergencies.

The Sewer Cleaning crews are responsible for the cleaning and the inspection of more than
1,250 miles of pipes in the sewer collection systerm and 5,800 catch basing in Hartford's
combined systemn. Additionally, Gate and Regulator Maintenance crews are responsible for
more than 30,200 pates (valves), 36 regulators, 100 check wvalves, manholes, and other
systerm appurtenanees.

The Meter Installation and Repair crews are respensible for installing, testing and repairing
larger water meters, providing turn-off and tum-on services for customers, investigating
leaks, assisting in major shutdowns, and handling emergency pumping.

Ervirenrment, Health & Safety

Envircnmental, Health & Safety — Administration

The DBistrict’s Environment, Health & Safety (EH&S] Department is responsikle for the
management and administration of environmental, health, and safety programs and activities
on a District-wide kasis. The Environment, Health & Safety Department is responsikle for
O5HA eompliance, environmental permits and Consent Order compliance, safety training,
ermvirenmental reporting and the Household Ha zardou s Waste Program.

Emvircnmental, Health & Safety —Household Hazardous Waste — District & Moen - District

The Househeld Hazardous Waste (HHW] program provides member towns and non-member
towns with hazardous waste collection and disposal services wia a regional collection
program. A qualified, licensed hazardous materials-handling firm, under contract to the
Dictrict, provides collection and disposal services. Staff's duties include planning, scheduling,
contract administration, collection day supervision, business development, advertising and
coordination of the program.

Command Center

Command Center —Administration

The Command Center, previously titled Custormer Services, is headed by the Manager of
Command Center, oversees the Administration activity.
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The Command Center is responsible for responding to all customers related emergencies as
well as shift operations for emergency standby.

Command Center — Utility Services

Working out of the District’s Maxim Road Facility, the Utility Services activity is responsible
for the FOG program, permitting and inspection of all new connections to the District's
sewape collection and water distribution systems. Field inspectors prepare detailed records
of each connection, including sketches of underground service piping, which are used by
District forces andfor privete contractors when repairs are needed. Utility Services is also
responsible for the maintenance of facility records and the associated task of marking out
underground facilities as mandated under Connecticut’s “Call Before You Dig” program.
Utility Services also assists in handling inguiries and complaints through on-site investigations
of services and main line facilities. Office staff reviews plans for proposed residential,
commertial, and industrial water and sewer connections.  In addition, the activity tracks
private contractor licenses, insurance and bonding, and enforces District ordinances
regarding permitting requirements for both water and sewer.

Utility Services also coordinates services such as private fire hydrant maintenance, water
meter installation, dye testing and investigations. In addition, the activity is responsible for
the coordination and design of the relocation or adjustment of District facilities necessitated
by Connecticut Department of Transportation highway projects, as well as member town
road construction projects.

Laboratory Services

Laboratory Services — Administration

The Administration activity is responsible for the overall administration and management of
the warious activities and special programs that comprise the Laboratory Services
department.

Laboratony Services — Operations
Laboratory Services-Operations is responsible for the laboratories at Reservoir #6 and
Hartford Water Pollution Control Facilities.

The Reservoir #6 Laboratory is responsible for the estensive testing and analysis of the
Dristrict’s raw water, water in various stages of treatment, and treated water throughout the
distribution systemn, in accordance with State and Federal reguirements. Duties of the
laboratory unit include the physical, chemical and biological testing of water samples, the
preparation of reports For various regulatory agencies, and the preparation of special reports
in response to problem orcomplaint investigations, and compliance testing to maintain State
certification requirements.  The Reservoir #6 Water Treatment Facility is the site of the
Dristrict’'s water treatment laboratory that enables District staff to undertake additional and
moere sophisticated water guality testing.  Recent security measures have resulted in
additional testing requirements on the laboratory.
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The Laboratory, located at the Hartford Water Pollution Control Facility, is responsible for
testing samples of wastewater and sludge from warious locations throughout the Hartford
facility and the Districts other Water Pollution Control Plants, Biological testing on samples
from the District's four WPC facilities is done at the Hartford laboratory, as is the testing and
monitoring of septic tank deliveries and sludge from nen-member towns.

The routine sampling and testing of wastewater and sludge is performed at the East Hartford,
Rocky Hill and Poguonock facilities under the direction of each plant’s supervicor. More
sophisticated testing, such as ammonia and other nitrogen species, oxyeen demand and fecal
celiform testing as required by Mational Pollutant Discharge Elimination Systermn (MPDES)
permits, is performed at the Hartford laboratory facility,  Special testing on sewage/sludge
samples and DEEP-approved industrial wastes is performed as reguired.

Brainard Road laboratory staff provides process control support and puidance for all 'WPC
facilities. The staff also supports the WPC Administration on environmental issues, reviews
industrial MPDES permit applications, advises on cudge processing services, monitors odor
emissions, and provides technical assistance for research and development on special
projects.

wiater Pollution Control

The Water Pollution Control (WPC) activity is responsible for the processing and treatment of
wastewater that flows into the District's East Hartford, Hartford, Poquonock and Rocky Hill
facilities. Treatment is accomplished in aceordance with the standards of Mational Pollutant
Discharge Elimination Systern (MPDES) permits issued by the Connecticut Department of
Energy and Envirenmental Protection (CEEP).

WP C— Administration

The Water Pollution Control (WPC) activity is responsible for the processing and treatment of
wastewater that flows into the District's East Hartford, Hartford, Poquonock and Rocky Hill
facilities. Treatment is accomplished in aceordance with the standards of Maticnal Pollutant
Discharge Elimination Systern (MPDES) permits istued by the Connecticut Department of
Energy and Envirenmental Protection [DEEP).

WP C—Hartford

The Hartford Water Pollution Control unit is responsible for the primary and secondary
treatment of wastewater that flows directly into the Hartford Water Pollution Control Facility
[HWPCF] from Bloomfield, Hartford, Mewington, West Hartford, and parts of Wethersfield
and Windsor, a5 well a5 sludge delivered via force mains from the East Hartford and Rocky
Hill facilities. Sludge from the Pogquenock facility in Windsor is delivered by tanker truck.

The HWPCF also receives septic tank leads from member and non-member towns and sludge
from the towns of Simsbury, Southington, Suffield, Windsor Locks, South Windsor, Enfield,
Coventry, Mew Hartford and Plainfield, and other facilities on a spot market basis.

Operational procedures at the plant include grit and screenings remowal, wet weather
pumpingfstorage, primary sedimentation, aeration for the biclogical breakdown of sewage,
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final clarification, effluent disinfection during the summer months, and thickening,
dewatering, and incineration of sludge.  Plant effluent pumping is performed when
Connecticut River levels are elevated. This activity also handles routine maintenance/repair
of its equipment and structures,

The HWPCF operates with three shifts, seven days per week, for all treatment processes,
including primary, secondary, thickening, dewatering, and incineration will also include waste
heat recovery for electricity production.

WP C—East Hartford

The East Hartford 'Water Pollution Control unit is responsible for the primany and secondary
treatment of wastewater that flows into the East Hartford Water Pollution Control Faceility
[EHWPLCF) from East Hartford and small sectivns of South Windser and Manchester. Ongoing
procedures at the facility include screening, grinding, grit remowval, primary sedimentation,
aeration for the biclogical breakdown of sewapge, final clanfication, effluent disinfection
{chlerination during the summer], flow measurement, and pumping of removed selids to the
Hartford facility for processing. Plant effluent pumping is performed when Connecticut River
levels are elevated. This sub-activity also is responsible for the moutine maintenance and
repair of its equipment and structures. Basic laboratory testing is performed on site daily. The
facility is ctaffed on a one-chift, five-day-a-week basic with scheduled facility checks on
weekends and holidays.

WP C—Pogquonock

The Poguonock Water Pollution Control unit is responsible for the primary and secondary
treatment of wastewater that flows inte the Pogquonock Water Pollution Control Facility
[PWPCF] from northern Windsor, Bradley International Airport and part of East Granby.
Ongeing duties and procedures include grit remewval, primary sedimentation, operation of
trickling filters for the biological breakdown of sewage, final clarification, flow measurement,
effluent disinfection and the operation of the sludge digestion tanks. Poguonock is also
responsible for the routine maintenance and repair of facility equipment and structures,
Basic laboratory testing is performed on site each weekday. The facility is staffed on a one-
shift, five-day-a-week basis with scheduled facility checks on weekends and holidays.

WP C— Rocky Hill

The Rocky Hill Water Pollution Control unit is responsible for the prirmary and secondary
treatment of wastewater that flows into the Rocky Hill Water Pollution Control Facility
[RHWPCF) from Rocky Hill (all but the southwest corner tributary which flows to the
Mattabassett Gistrict] and portions of Wethersfield, MNewington and Cromwell.  Ongoing
procedures at the facility include flow measurement, screenings grinding, grit removal,
primary sedimentation, aeration for biclogical breakdown of sewape, final clarification,
effluent disinfection (chlorination during the summer] and the pumping of removed solids to
the Hartford facility for processing.  Storm water collected inside the Facility's flond
protection dike is pumped back to the Connecticut River when river levels return to normal.
The Rocky Hill sub-activity is also responsible for the routine maintenance and repair of
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facility equipment and structures, Basic laboratory testing is performed on site on a daily
basic. The facility is staffed on a one-shift, five-day-a-week basis with scheduled Facility
checks on weekends and holidays.

Maintenance
The Maintenance cost center is 8 non-revenue generating business unit responsible for
repairs and maintenance of district properties, plants, and equipment.

The Maintenance activity is responsible for repairing and maintaining all District buildings and
grounds, kuilding systems' process equipment and machinery at plants and pumpe stations,
and all District radio and instrumentation equipment as well as operations of pump stations,
stand-pipes, water storage, and reservoirs.

Maintenance — Administration

The Manager of Maintenance is responsible for the planning and scheduling of the
preventive maintenance for, a5 well as the repair of, equipment, vehicles and District-wide
structures. The Maintenance Administration unit is staffed by the Manager of Maintenance.

Maintenance — Facilities & Electrenic Maintenance

The Facilities and Electronic Maintenance sub-activity is responsible for the operation and
maintenance of 17 water pump stations, 71 wastewater pump stations, 7 storage tanks, 3
standpipes, and 3 distribution reservoirs. Other responsibilities include: maintaining and
repairing machinery equipment and process systems at the District’s water and wastewater
treatment facilities; fabrication and machining of materials and parts needed to carry out
repairs; and maintenance and updating of electrical system services and eguipment on a
Dristrict-wide basis.

Facilities and Electronic Maintenance is also responsible for major repairs and maintenance
associated with the structures and facilities at the District’s water and wastewater treatment
plants, Headquarters, and other ctructures of the District (eseluding the water supply
facilities). Cuties include repairing windows, walls, doors, roofs, floors, office renovation, and
yearly inspections of all District facilities as part of long-range planning responsikilities.

This sub-activity also handles the repair, maintenance and updating of all electronic systems,
devices and equipment located 8t plants, pump stations and other structures of the District,
aswell as the maintenance of communication equipment and the District’s radic-based pump
station alarm system.

Maintenance — Facilities Administrative Maintenance

The Administrative Facilities Maintenance program addresses all maintenance and repair
tasks assoriated with the District's Headguarters Building at 555 Main Street as well as 125
MWaxim Road, 60 Murphy Road and 235 Brainard Road, Hartford. The unit's responsibilities
include pperation and maintenance of the building’s heating, ventilation and air conditioning
gystems; building and grounds maintenance; electrical and plumkbing maintenance, custodial
serwices, security services and interor renovations and painting,

COHMREZMICE LLP ]



THE METROPOLITAN DISTRICT COMMISSION April 5, 2021 m 157

THE WMETROPOLITAN BISTRICT = FOLICIES

Maintenance — Central Equipment Maintenance

Central Equipment Maintenance (CEM] is responsible for fleet repair and maintenance, repair
and maintenance of various stationary engines located in plants and pump stations, and
engine-driven, pneumatic, hydraulic, and electrical tools and equipment used through out the
Dictrict. CEM alse supports other funetions and activities through its welding/fabricating
shop, both in the shop and at remote locations. In addition, CEM is responsitle for the
operation, maintenance, repair and housekeeping of the Vehicle Maintenance Facility (VIF)
at 50 Murphy Read, Hartford.

Maintenance —Warehouse

The Warehouse department is responsible for managing the sewer and water inventories,
which includes spare parts, miscellaneous materials and capital spare parts.

Water Treatrment & Supply

WTS —Administration

The Water Treatment Administration activity, which is headed by the Director of Water
Treatment and Supply, oversees the following activities: Water Treatment, which includes the
wWest Hartford and Bloomfield Water Treatment Facilities and Water Supply, which includes
the Watershed Management, Reservoir Dperations and Maintenance.

The Water Supply Administration sub-activity cversees the operation and maintenance of the
District's supply reserveirs, dams, natural resources (timber, pravel, wildlife], watershed land
and transmission pipelines. Four sub-activities - Watershed Management, Reservoir
Operations and Maintenance - comprise this unit. In addition to managing the water supply
and transmission systerm, the unit is responsible for monitering and managing Farmington
River flow releases; hydroelectric power generation at the Goodwin Cam; the Collinsville
Water Treatrment Facility; and watershed security.

Water Treatment

Water Treatrent — West Hartford

The Water Treatment, West Hartford, sub-activity is responsible for the West Hartford
Treatment Facility, an operation that invohes the daily treatment of more than 40 million
gallons of water; the washing and maintenance of slow sand filter beds; the maintenance of
BuUipment.

Water Treatrnent — Bloorn figld

The Water Treatment Bloomfield sub-activity is responsible for the operation of the
Bloomfield (Reservoir Mo, 6] Water Treatment Facility. This operation includes the daily
treatment of more than 15 million gallens of water, Backwashing and maintenance of rapid
sand filter beds, and maintenanee of grounds, equipment, buildings and other structures.

Water Treatment — Facilities & Grounds Maintenance
The Water Treatment Facilities & Grounds Maintenance sub-activity is responsible for the
lands adjacent to the watershed areas (including roads and grounds] associated with the
series of reservoirs in West Hartford and Bloomfield.
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Water Treatrment — Collingville

The Water Treatment, Collinsville sub-activity, is responsible for the treatment of
approsimatehy 460,000 pallons per day of water that is provided to the Connecticut Water
Company's Collinsville division pursuant te an agreement. The operation includes treatment
of water, backwashing and maintenance of the filtration system and maintenance of the
treatment equipment and Building structure.

Water Supply

Water Supply - Watershed Management

The Watershed Management unit it responsible for protecting the health of the public water
supply watershed lands that drain to the MDC's drinking water supplies and managing MDC' s
land holdings and natural rescurces, including forests, wildlife, water, and sand and grawvel in
order to maintain safe and optimum sources of water supply. Duties include developing and
implementing sustainable forestry and wildlife management practices on WDC lands,
planning and owverseeing timber harvesting operations, supervision of contract loggers,
implementing ercsion and sediment controls, conducting the annual Watershed Inspection
Program to prevent potential sources of pollution on non-MDC owned watershed lands,
making recommendations for the acguisition of watershed land, overseeing enforcement of
envircnmental laws and regulations to protect water guality, conducting reservoir and
stream sampling, and implementing emergency spill response. In addition, personnel conduct
warious forestry and watershed protection educational programs and projects,

Water Supply - Reservair Ops

The Reservoir Operations and Maintenance unit operates and maintaing water supply
reservoirs, dams, raw water transmission pipelines, pump stations and tunnels, service roads,
hydroelectric power facilities and recreation facilities. The unit is also responsible for
balancing reserveir levels and control of water releases to the Farmington River. The unit
performs emergency spill response to protect the reservoirs. The unit maintains District lands
and the associsted roads, bridges, fences, signs, and performs construction duties as
required. The unit provides plumbing, electrical and maintenance support to the Water
Treatment Department 3s needed.

Water Supply - Recreation

The Recreation unit is responsible for the operation and maintenance of the Loke
MeDonough Recreation Area during the summer recreation seasen. The unit maintains the
grounds, reservoir levels, roads, beaches, boat house and restroom facilities and works
closely with the Patrol Department and Summer Recreational staff.

Patrol

Patrol - Administration

Patrolis responsible for the security and surveillance of the District’s water supply reservoirs,
dams, water treatment facilities, watershed and some non-watershed lands {including land
open to the public for recreation], and roadways in and adjacent to District properties. Patrol
is responsible for the enforcement of MOC ordinances and state and local laws, as well as fish
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and game, boating and motor vehicle regulations. When reguested, District patrol officers
assist State and local police. Officers undergo a training program mandated by State law and
comply with all State requirements for lsw enforcement personnel with special police
powers. Security forces will continue to focus on security issues to a greater degree in light
of world events.

Patrol — Recreation

The Recreation unit is responsible for the supervision of swimming, boating and traffic
controel at Lake WMicDonough during the summer recreation season. Specific responsikilities
include: lifeguard duties, ticket ssles, boat rentals and launching, record keeping, radio
communication, report writing, assisting in the upkeep of the area, and supervision of
parking. The Recreation unit works closely with Water Supply and Patrol —Administration to
provide safe and enjoyable recreational activities at Lake MeDon cugh.

Hydroelectric

Hydroelectric — Goodwin

The MDC's Goodwin hydroelectric power facility is located at the Goodwin Dam in Hartland,
Connecticut. A "run-of-the-river” facility, the Goodwin hydro facility operates 24-hours per
day provided there are sufficient river flows to generate power. During a typical operating
year, Goodwin generates approximately 12,500,000 kilowatt-hours of electricity, encugh
power to serve 2,000 homes for one year,

Hydroelectric — Development

The Hydroelectric Development budget reflects alloeations of hydro revenue apart from the
direct expenses associated with the operation of the Goodwin and Colebrosk projects. Most
significant of these allocations is the amount to ke contributed, when availakle, to the
General Fund, which will lower the tax on member municigalities.

Specisl Agreements & Programs
The Special Agreements and Programs budget reflects the costs of special agreements and
certain consultant engagements, and other activities not allocated to departmental budgets.

Taxes & Fees

The District annually pays taxes on property it owns in several non-memkber towns, including
Avon; Barkhamsted; Burlingten; Colebrook; Farmington; Glastonbury; Hartland; Mew
Hartford; Manchester; Simsbury; Granwille, WA, Sandisfield, MaA; and Tolland, MA. These
properties are primarily used as controlled watershed areas necessary to protect the quality
of water that flows into the District's supply reservoirs,
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E. Commadity Letter Sample

iﬂﬁ THE METROPOLITAN DISTRICT

o: Drepartment Managsrs and Directors
romn: Eeliy Zhane, ChizF Administrative Dfficer

Subject:  Frojected Costs for Comemon Commod ties enc Serice Contract Pricing “or 2020 Budgating Purposas

The folewir g oricing fior 2020 is provded bazec on inflation. current market conditions, current cortracts in-place, znd/or rzcent marka:
research peformed. These estimatad cos:s dor Fiscal Year 2020 should be considered when preparing your 2020 dzpartmental budgets.

2019 2020 B || et
g endor
State Dontacy/
Rzguiar Casoline 52.00 {mvg 1o dats] 52.20 Gezlan Dime Qi
State Cont-act/
Dlimssd Tusl 521G {svg 1= duts) 5230 Gal'en Lt Frrver Comomy
Motor OF |Fer Quart 5736 $7.73 Quart Warkat Jace CEM
Electricity — Aztes {Indudes both Genzration and Defivery|
v
p— L
50.0622+0,0542 S0 DB02-D.0580 f.f it A007E
~ 7/ Constellation
HWPTE Criby = = KW dely;
01184 501132 +Market Rzte,
= a Eversayurce
Contrac: 2017 8-
2
& . Sﬂ.:]?LE:-D.UBH .{_DTIB_—E.GBB:J 17, Canstallation
ine Fives = = KWl el
01556 50,1538 +Market Rztz
= = Eversoarce
Natural Gas |Includes ooth Generation znd Daivery)t
Frntrmr PO1RR-
Lerge Fadilities FWPCF, 125 Maxim Rd.| $0.2398 50.2930 CCF 23} Direc: Energy
+NelmryCNG
Mediur Faciitizs [Brainard Rd_Satellite WFCs) 505611 S0.3300 CCF WMarket Aate) CHG
Swiall Favilities [Pumps Stetions) 513232 512300 CCF Wahel Tawy CHE
State Contract/
Office upplies, (INCIUAINE Toner for stand- 3l00e printers’ | Deparmment Budget e naease L suburan
Slaticners
7
Uniform Remtzls 2nd Mat Rentaks See Pages 13 SesFages#2/3 | M8 tnu:ﬁ:r:_gmem“'
= — - By Current Contract
Custodial f=rvices fee Page #2 SesFage #1 i expires D=c 2019
Chemicals:
@. Sudiun Hydruaide |Z01EE6-33) 5209 52.25 Qalun MDC, Unizr
b Fydroflus: hoic Acd (20123 31) 5187 5129 Galer renl'ﬁf":t:':'f:;i_
. Badium Hypachiorize (20450 a5) to7a (4. 31 Galen gm::;l Hawen
, i NDC; 5h
4 Orthophosphates (23000-26) 5547 2403 Gelen Chen::iczlag:g
3 " " ety WD) Haland
. Aluminem Sulfate (20100-335] 5091 5095 i} o Sy

COHMREZMICE LLP



THE METROPOLITAN DISTRICT COMMISSION

April 5, 2021 m 161

OLITAN DISTRICT -

G. Annual Budget Process Calendar

MDC Annual Budget Frocess Calendar

e Yersion 2 - Excel Document
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MDC Capital Improvement Program: Current State Process Flows — Rev. & (Part 1/2)

Annual CIP Budget Preparation, Review, and Adoption Timeline

Business Unit Owners
{Engineering & Planning)

Finance

Senior Management /

Ouside
Counsal

Elapsed Budget Process Timeline:
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MDC Capital Improvement Program: Current State Process Flows —Rev. 6 (Part 2/2)

Annual CIP Budget Preparation, Review, and Adoption Timeline

Executive / District Board

Business Unit Owners (Operations)
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MDC District Operations Budget: Current State Process Flows — Rev. 6 (1/1)
Annual Operations Budget Preparation, Review, and Adoption Timedine
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Business Unit Owners (Operations)

(=)
b = =y ¥ Asproval Boquest
- -
i . - PN | soryon o | RS
g | o ! =
A

Flapsec Butdget Process Timaline

‘ (= (=) )

56| Page



168 m April 5, 2021 THE METROPOLITAN DISTRICT COMMISSION

THE WMETROPOLITAN DISTRICT - POLICIES AND PROCEDURES DOC

|. Budget Forms & Templates [MDC to insert examples]
Administrative
s Budget Departrment — Roles & Responsibilities Department

Operating Budget
s [epartment Annual Operating Expense Templates

Capital Improvement Frogram
*  Form B-11
e S-fear Project Cashflow Frojection

Budget Reports & Templates [Placeholder]
Budget Preparation Templates
s [epartment Budget Input Templates

Wonthly Reports
e Monthly Variance Analysis — YTO/OTD/MTD - Budget vs. Actual

Quarterly Reports
Executive Dashboards
District Board Reports
Further Reference Materials
The Metropolitan District Website {www.mdc.org)
As a public utility, the following District & Board-related documents are public domain and can be
referenced on-ine:

District Board Organization & Composition

Current Board Members

Bureaus & Committees, Board Member Assignment

Board Meeting 5chedule

Board Meeting Agendas, Notices, and Minutes; including meeting recordings.
Fublic Hearing Agendas & Motices

District Charter, Ordinances, and By-Laws

Board Meeting Calendar

Y VY ¥V YYVYYY

Agendas & Meeting Minutes

The Metropolitan District Organization & Financial
Current Leadership Team

Comprehensive Annual Financial Reports
Federal 5ingle Audit Reports

District Operating Budgets

District Capital Improvement Flan Budgets
Official Statements

VYV Y VYV VY

Legislative Filings
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The Metropolitan District
ﬂﬁ’ Hartford, Connecticut
TREASURY

Policies and Procedures

Abstract
This document codifies the policies and procedures of The Metropolitan District with respect to

its Treasury group and its functions. Proprietary and Confidential.
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1. Introduction & Overview
Background

The Metropolitan District {“MDC”) is a non-profit municipal corporation chartered by the Connecticut
General Assembly in 1929 to provide a complete system of potable water supply and sewage collection
for the ncorporated municipalities within the District: The City of Hartford and Towns of East Hartford,
West Hartford, Wethersfield, Rocky Hill, Newington, Bloomfield, and Windsor, as well as other non-
member service areas by special agreements.

The mission of The MDC is to provide customers with safe, pure drinking water, environmentally
protective wastewater collection, and treatment and other services at a reasonable cost to the residents
of the communities the District serves.

Document Overview

The primary purpose is to document the process/procedures and key policies as it relates to the
Treasury department. This document is broken out by the three core components of the Treasury
function; cash management, debt management, and risk management. Each section will provide a
general overview and framework of all service areas and should be used as a reference for onboarding
new employees as well as acting as a resource for existing personnel.

In order to fully realize the stated benefits of this Policy, it is essential that it is maintained up to date
through an ongoing review process and periodic formal revisions which account for future changes or
developments on an at-minimum annual basis. All revisions are subject to ratification by The District's
BOF. Consequently, it is the responsibility of the Chief Financial Cfficer {“CFO”) to ensure compliance
with the policies set forth in this handbook.
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2. Treasury Organization
2.1 Departmental Crganization Structure!

Chief Executive
Officer {CEQ)

Chief
Administrative
Cfficer {CAQ)

Chief Financial
Officer {CFO)

Manager of
Treasury

Accounts
Receivable
Administrator

. . Cash Risk
SHEELE Management Management
{Debt) g g

Analyst Analyst {Open}

Adminstrative Accounting Principal

Financial Analyst :
o Anlayst Assistant Account Clerk

Accounting Principal
Assistant Account Clerk

Figure 1 - Treasury Organization Structure: As of 03/01/2020
Manager of Treasury

This role 7s to manage and oversee the daily activities of the Treasury Department, including
cash, liquidity management, debt management and risk management. This position manages
direct cash investments, bonding, accounts receivable, claims, insurance risk, pension asset
allocations, Qther Post-Employment Benefits (“OPEB”) investments, daily cash flow, and
employee benefit accounting.

Cash Management Analyst {CMA)

This role Ts responsible for day to day cash management which includes reporting, cash
planning and analysis, cash forecasting, as well as oversight of the Principal Account Clerks and
Accounting Assistants. The CMA manages all relationships with the financial institutions

where the MDC holds banking accounts.
COHNREZNICK LLP n
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Accounting Assistant

This role s responsible to perform accounting transactions including processing and research of
customer payments, responding to customer inquiries and request, as well as performing daily
bank reconciliation tasks. Work involves analyzing financial information, compiling regorts and
recording a wide variety of financial actions and preducing documentation.

Princigal Account Clerk

This role collects customer payments for water and sewer killings at the MDC customer
service location. Duties will include placing customers on payment plans, reconciliation of the
daily cash drawer and Brinks deposit package, as well as providing other customer service
functions. This role currently resides within the Treasury Department however a future
transition to Customer Service Ts anticipated.

Accounts Receivable Administrator

This role Ts responsible for the day to day accounts receivable functions of the department
which includes analysis of delingquent accounts, negotiating payment arrangements on
escalated accounts, reporting and bad debt forecasting as well as oversight of the
Administrative Analyst and Financial Analyst.

Administrative Analyst

This Role performs customer account level transactions {manual postings) such as posting
court costs, chapter 13 interest and lien release fees. Duties also include auditing check

request forms to ensure the proper authorizations have been given and flagging them for
refund in SAP, processes Lien Release documentation and septic reimbursement refunds.

Financial Analyst

This role performs professional administrative work including the development and
administration of debt and reporting of debt data in the routine budget process. Duties
include monitoring issued and unissued bonds, compling budget information, and conducting
future funding needs analysis. Essential reporting is compiled and conducted for tax reporting
purposes and MDC's overall debt position to stakeholders and member towns.
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3. General Policies

3.1 Delegation of Authority!

Pursuant to Section 7-148{c){1){A) & {B) of the Connecticut General Statutes, Section 1-2f of
The Compiled Charter of The Metropolitan District {the “MDC"), and by the authority granted
to the Chief Executive Officer for The Metropolitan District under Section B2d of the By-Laws
of The District Board of The Metropolitan District {the “Board”), the following corporate
matters will require formal approval from the Board, except as otherwise indicated in the
matrix below.

These authorizations will be in addition to other internal financial controls put in place by the
Company’s executive-level employees, and / or the Company’s independent auditors.

In the event the delegation matrix below 7s updated the edits will need to be reflected in the
General Accounting Policies and Procedure. The table below is an excerpt extracted from the
full delegation of authority matrix noted in the General Accounting Policies and Procedures
document.

By-Law /

Charter § Authorized Signatories Authority Limits

Function/ Description

CASH MANAGEMENT

Bank Account Set-Up BL-5B2.0 Fiscal Officer/Treasurer & CEQ sign w/ bank All Values
Checle Signing {Manual) BL-5B5.b Fiscal Officer/Treasurer All Values
Wi N/A Treasury Initiates/ Release <=5250,000
ires

N/A Treasury Initiates/ Release > $250,000
Credit Card Account Set up BL-5RB2.0 Fiscal Officer/Treasurer & CEQ All Values

NfA Business Unit Owners S0 - 51,500
oS pos T NiA Controller $1,500— 54,099
Miscellaneous

NfA CFO $5,000 and above
CONTRACTS

5B2i Fiscal Officer / Treasurer All Values {Lending)
Debt Agreements

5B2a Board Charman & Fiscal Officer / Treasurer All Values (Borrowing)

Table 1— Cash Monagement excerpt from Delegation of Authority Matrix Rev. 03-2020
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4. Cash Management Furctions
4.1 Cash Forecasting
4.1.1 Overview
The purpose of Cash Forecasting is to analyze the District’s cash flow and accurately forecast
anticipated cash needs through collaboration with other key organizational stakeholders,
including General Accounting, Operations, Budgeting, Legal and Executive level
management.

This function resides within the Treasury Department and Ts led by the Cash Management
Analyst.

4.1.2 Monthly Cadence / Calendar

Qn an annual basis, the finance calendar is prepared and distributed to the finance team,
establishing key dates® and deliverables due over the course of the upcoming fiscal year.
Recurring monthly activities are shown below and are integral inputs into the cash
forecasting process.

« Consolidation of Cash Flow Inputs
(Cash, Actuals & Reforecast, Debt.

- «CIP Forecasts Due To TSY

« CWP Forecasts Due To TSY

* E&P Reforecasts CIP 8
CWP Projects

s CIP costs are pulled
Forecasts Prepared

* Grants & Loans {Debt)
Inputs Prepared /

+ Cash Flow Schedules Circulated for
Comments; Yariance Analysis

« CWP costs are pulled

Forecasts Prepared Submitted to Treasury

+ Cash Flow Meeting Last Thursday
Each Month)

Figure 2- Monthiy Cash Forecasting Timeline

1 Key dates in the monthly cadence / calendar represent business days in the MDC's monthly business cycle.
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Cashflow Forecasting

A monthly meeting scheduled for the CMA to meet with budget, procurement, engineering,
etc. to review all projected expenditures within the upcoming forecast period.

The Cash Management Analyst incorporates all expenditures received from each
department, payroll expenses, and vendor expenses into the forecasting model to develop
the cash fluidity for the upcoming quarter. All potential cash timing differences should be
communicated and addressed with input from the Manager of Treasury and/or CFQ once
finalized.

The forecast is saved on the shared drive and reviewed as part of the monthly cash meeting
held on the last Thursday of every month.

Table 2 - Monthly Cash Forecasting Activities

Approx. Week Act Due From Descri
Bus. Day

e .—---
1

+/-Day 5 Clean Water Bank US Bank Finance On CFO Approval, reguisition is
Revenue Transfers  Requisition submitted to US Bank.
Approved /
Submitted

Project Costs  Treasury CIP /CWP Anticipated project costs for the month
Due are submitted to Treasury for all CIP /

CWP projects.

Internal All Treasury Finalized Cash Flows are distributed to
Review of Stakeholders each department for comments and
Cash Flow variance explanations prior to monthly
Projections cash flow meeting.

+/- Day 13 Cash Flow

Enginearing al igns its Internal processes
to target this due date.

Cash Flow

+/-Day 19
{Last

Thursday,
Monthly}

See Also: §A - Finance Calendar,
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4.1.1 Critical Schedules & Deliverables
Cash Position Dashboard

The Cash Management Analyst prepares a cash dashboard on a weekly basis which feeds
the forecast. The cash dashboard is updated with the bank activity from Webster Bank

‘
WEEK RECEIPTS EXPENDH'U&_ CASH BALANCE| TD Bank/Webster- Main Concentration 516,352,186
9/1/2018 s 3,478,233 | § 13,781,469 § 55,567,135 STIF $54,531,939
9/8/2018 ] 2950831 | § 11.105233| 5 47.412.733 Us Bank Lipdated thro 8758
9/15/2018 |$ 400963 | s 4402378 | § 47,018,890 Rate Stzhilization Fund $1D1,578,109
9/22/2018 S 27,326,190 ¢ 3,462,060 | § 70,884,119 Revenue Fund £5,318,327
9/29/2018 |5 - 5 - |5 70,883,119 Future Dest Serv-interest 54,809,783
Total Actual $ 32,764,889 |5 32,751,140 | 5 70,884,119 Future Dedt Serv-Principal 52,858,382
Forecast S 38084550 |5 45073500] 5 58876321 Subtotal 5555 $114,565,601
Vananoe 85 2% 72.7% 1204% Bond Proceeds-Premium §22,739,017
Priar Year I 5 47,629,968 | § 43,659,397 | § 85,203,942 Total US BANK $137,704,618

Figure 3 - Cosh Position Dashboard {(Sample Output)
extracted directly from the Daily Cash Report {DCR).

To produce the Cash Dashboard, the CMA extracts figures from SAP as well as utilizing the
Wehster, US Bank, and State of Connecticut account portals to obtain outstanding balances
for each bank account and the Short-Term Investment Fund {STIF).

Vendors payments to suppliers, bond payments, etc. are entered in the “Actual - Weekly”
tab at the end of each week. Using a SUMIFS formula, all weekly totals flow into the “Actual
- Monthly” tab creating the “Current Month” shown above. Weekly cash receipts are shown
less any expenditures to reflect the total cash balance. Bank account balances are extracted
from the online bank portals as well as utilizing the Debt Service Model to display MDC's
total cash position at the close of the month.

Each fiscal year, an anticigated spend is estaklished during the budget process to which the
District is mandated not to exceed. In conjunction with the monthly close process, variances

$200,000,000
‘ Cash Position Forecast
580,000,000 $150.000, 000
| $70,000,000 -
‘SGD‘UQUW T /” = $100,000, 000
| 550,0m,000 o
| 40,000,000 L o 0,000,000 |-
| 530,000,000 ! g
‘SZD,OC0,0QO sa - — e
| $10,000,000
T — S ——— $50,000 000
| ziss2saaaaazazag
ot AN T RS B LR LR ey o
‘ —Avg Monthly Spend = Actual Cash Balance Bev Dph  Caps  Sewer Capy

Figure 4 - Cash Position Dashboard {Sample Charts)

between anticipated spend {klue line) against the actual cash balances reported by Cash
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Management {red line). Expenditures are evaluated on a more granular level broken out by
revenue stream water, sewer, etc. as shown in the sample charts above.
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4.2 Banking

4.2.1 Account Open / Closing

Pursuant to District By-Law B2.i, the authority to open and close bank accounts is delegated
to the District’s designated Fiscal Officer or to the District Treasurer and executed by the
CEQ as authorized signatory in order to satisfy Federal Deposit Insurance Corporation
{“FDIC”) and know-your-client {“KYC") regulations which require all entities doing business
with financial institutions disclose information about their board of directors, executive
officers and authorized signatories within the organization.

In order to ensure all account information is compliant with regulations and up to date for
any organizational changes, the district has established an annual process to review and
update all bank account information as well as District Board designated / authorized
signatories. This review occurs each year during the District’s audit or on an ad-hoc basis
when someone is added/deleted to the accounts.

In the event an MDC bank account requires closure, the Treasury department will work with
the financial institution and authorized signatories to oversee the proper closure of the
account within the bank as well as updating internal Accounting systems and records.

See Also: Procurement Guidelines for Bidding process (External Reference)

4.2.2 Online Banking Administration

Webster, US Bank, and all other financial institutions offer online based portals to retrieve
cash receipts and statements, monitor banking activity, and other cash reporting functions.
The Manager of Treasury is responsible for regulating access to these portals as the
administrator for all District banking platforms.

Requests to add user access from the Banking Platform should be directed via email to the
Manager of Treasury for review and approval. Documentation of requests and their
associated approvals should be maintained for recordkeeping.

Requests to remove access to the Banking platforms should also be directed via email to the
Manager of Treasury. Reasons for removal of access include realignment of roles and
responsikilities or in the event of dismissal, retirement, or other departure from the
organization. All requests for removal are completed within 24 hours of notification and
bank access is reviewed annually in conjunction with the annual audit.

4.2.3 Sweep Accounts

The MDC has 13 accounts between two financial institutions and the State of Connecticut.
The active accounts are maintained with Webster Bank, US Bank, and the State of
Connecticut’s Short-Term Investment Fund {STIF). All account kalances which are marked
“sweep” in the table helow are swept into the Concentration account, MDC’s main
operating account, overnight through a Zero Accounts Balances {ZBA) transfer. All accounts
marked stand alone are not associated with the Concentration account ZBA transfer.
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4.2 4 Bank Account Listing

The accounts at each financial institution are tracked in an excel schedule which outlines the
type of account, account and ABA numbers, banking relationship contacts, and MDC
authorized signatories designated at account opening.

Webster
Banlk

U.S. Bank
Accounts

State of

Connecticut

Table 3 - Bank Account Listing

Account Name

Concentration (Sweep}

ACH/Wire (Sweep)

Kubra (Sweep}

Deposit (Sweep)

Controlled
Disbursement (Sweep}
Bartholomew (Stand
Alone}

UCONN (Stand Alone)

Workers Compensation
(Stand Alone}

Retirees Medical
(Stand Alone}

Flexible Spending
(Stand Alone}

Other Post-
Employment Benefits
(Stand Aloneg)

CWPC Account (Sweep)

Short Term Investment
Account = STIF {(Sweep)

Account Description

The main operating account for the MDC where most all vendor payments will be
drawn from.

Automated Clearing House (ACH] payments as well as wires will be stricthy
deposited into this account. The Av Valorem tax payments from member towns are
a large driver of the deposits into this account.

All payments collected for sewer and water bills are then reimbursed to the MDC
through Kubra (third party billing processor) and deposited into this account via
ACH payment.

All checks collected by the MDC will be deposited into this account through the
lockbox service.

All check payments are drawn and cleared off this account to coincide with the
positive pay process.

Contract with the City of Hartford. The city of Hartford requires a separate account
to track expenditures.

UCONN has $3.6M worth of projects which are currently ongoing. UCONN has
requested a separate account to track expenditures

Workers Compensation will provide Cash Management with the weekly figure to be
drawn. CM will initiate a transfer from Concentration to the Workers
Compensation account. $100K is the minimum balance for the W€ account.

Zenith will be issued the checks on behalf of the MDC for the retiree medical
benefits. A transfer is executed weekly from Concentration to Retiress medical.

General Accounting will prepare the payment run for the Flexible Spending on a
weekly basis. Funds are transferred from ACH/Wire to Flexible Spending.

A transfer is performed twice a year to cover the OPEB costs from Concentration to
OPEB. The total OPEB figure for the year is outlined in the budget.

Investment pool of high security, short-term money market instruments

Investment pool of high security, short-term money market instruments

See Also: 4.2.1 — Account Opening / Closing
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4.2.5 Payment-Fraud Mitigation
Positive Pay

The District utilizes Positive Pay Services from Webster Bank to reduce the potential risk of
fraudulent payments by allowing MDC to make decisions to accept or reject a check before
itis cashed.

During each payment run, a check-file 7s gresented to the bank from the MDC which cross
references all check numbers and check amounts before the monies clear MDC’s bank
account. Webster uploads the check file MDC provides into their secured banking system.

The positive pay system automatically reconciles the vendor name, check amount, and
dollar figure when one of MDC's checks are electronically presented for payment. Positive
Pay will place any exceptions “on hold” and appear on an exception report from the
Wehbster Bank Portal, which is generated daily by the Cash Management Analyst.

If the CMA can confirm check exceptions are valid, the bank is notified and the check will
clear and funds disbursed from the account.

If the CMA identifies a fraudulent check, a returned payment 1s glaced on the check and the
funds will not be disbursed. MDC also receives a monthly report from Webster outlining all
outstanding checks payments which have not yet been cashed.

4.2 Cash Control Policies
4.3.1 Policy Overview
This Cash Management Policy (“Policy”) has been established as a framework for efficient
and effective management of cash and cash-equivalent resources generated by The
Metropolitan District {“The District”).

The Policy provides assurance to the Board of Finance {(“BOF”) that any cash management
activities are subject to strong procedural oversight and a robust system of controls which
align with and ensure adherence to all governmental statutes and regulations, including
those set forth in The District’s charter, ordinances, and by-laws.

4.3.2 Cash / Check Receipts
Murgzhy Road / MDC Headquarters / Utility Services

All cash or check payments received at MDC Headquarters {Legal, Engineering, GIS /
Mapging, HR or the District Clerk) are delivered to Treasury to be deposited by the Principal
Account Clerks at Murphy Road. Any customers from Utility Services are directed to Murphy
Road to make their payments.

The following policies apply to receipts at Murphy Road only:

» Each Principal Account Clerk will recount their own drawer prior to the peer review. At
the close of business daily, Principal Account Clerks will perform a peer-recount of all
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receipts as part of a dual-review policy. Evidence of review should ke maintained though
signatures from each employee counting the drawer.

» At minimum, one window at Murphy Road will be designated as cash processing and
staffed by a qualified Principal Account Clerk during normal hours of business
operations. In the event only one window was in operation during the day, an off-
window clerk or treasury employee will be assigned to perform the recount to maintain
a dual-review structure.

Lake McDonough / Barkhamsted

The following policies apply to receipts for services provided at any of the District’s ancillary
businesses, including user-access fees and boat rentals:

# [ach employee will recount their own drawer prior to their peers. At the close of
kusiness daily, Supervisors will perform a peer-recount of all receipts as part of a dual-
review policy. Evidence of review should be maintained though signatures from each
employee counting the drawer.

4.3.3 Cash Handling

The following policies have been established to evidence chain of custody and ensure the
secure transfer of physical currency between cash drawers, the vault, and the District’s
bank.

Vault Deposits

» At minimum, two employees will have access to the Districts vaults. Monthly vault
audits will be performed to limit access to desighated employees. Vault PIN numbers
will be scrambled periodically in order to maintain secured to the vault.

» Signatures should be maintained in a vault log as evidence of deposit chain of custody
whenever cash is placed or removed from the Vault.

Bank Deposits

» Principal Account Clerks are responsible for preparing deposit packages and ensure that
the appropriate documentation is included: Deposit Slip, Invoices, Cash/Check Receipt
Totals.

» Adesignated employee, independent from individual preparing the deposit package,
will validate that all documentation has been enclosed within the deposit package prior
to its deposit to Webster Bank via Brinks Armored Courier Services.

» Inaccordance with a dual-review policy, signatures will be required from both
employees indicating that the deposit is 1) Prepared and correct to the best of the
Clerk’s knowledge and 2) Reviewed by the Treasury designee prior to vault placement or
transfer to the armored courier.

¥ Cash or check payments received at Lake McDonough or Barkhamsted are deposited
directly at the Bank by Patrol. Treasury reconciles the deposit slips to the amounts

deposited to the bank.
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4.3.4 Compliance & Controls

In order to ensure adherence to The District’s stated policies and alignment with all
governmental and statutory regulations, the following activities are institutionalized to
create a frameworlk of robust controls as it applies to cash management.

Receipts Reconciliation

% Each Principal Account Clerk will recount their own drawer prior to their peers.

» Atthe close of business daily, Principal Account Clerks will perform a peer-recount of all
receipts as part of a dual-review policy.

¥ Evidence of review should be maintained though signatures from each employee
counting the drawer.

Internal Audit Plan — Regular & Recurring Sport Audits

An internal audit program is executed by the Treasury department as part of its oversight
responsibility of cash management. Regular recurring audits will be performed by the Cash
Management Analyst. The planned internal audit schedule for the year will be approved by
the Manager of Treasury and communicated at the start of each fiscal year.

[ tem | Frequency [ Jan | Feb | Mar [ Apr [ May [ yun | ul | Aug | Sep | Oct | Nov | Dec |
mentily | x [ x [ x x| % [x x| x Ix [x | x| %
Monthly AR AR

Vaults Moenthly X X X X X X0 | K
Quarterly X X
Il | Semi-Annual || R || [ ] |
Semi-Annual X X

Table 4 - Internal Audit Plan

EEEA R
X X

¥# The primary location for cash receipts is at Customer Service located Murphy Road
where Princigal Account Clerks manage a cash drawer that s audited once a month.

¥# The daily deposit from Murohy Road is verified by another staff person daily. Total
bank deposits will be reconciled as part of the audit plan monthly.

# The two vaults {located at Murphy Road and at the District headquarters) will be
audited once a month.

# Cash Drawers located with Utility Services will be audited quarterly.

»  Audits will be performed at Lake McDonough and Barkhamsted twice a year.

¥ A secondary spot-audit program is also implemented on a randomly selected bas’s,
each Clerks Drawer will be analyzed and reconciled to the SAP Cash Report with
variances documented and maintained to analyze performance.

¥ Spot Audits will also be performed on a random, periodic basis on the District’s bank
deposits to verify the accuracy of the submission.

Audit Trall

Reconciliations are performed to ensure that account balances reflected in sub ledgers
agree to the general ledger, and that all cash transaction have been completely and

COHNREZNICK LLP




186 m April 5, 2021 THE METROPOLITAN DISTRICT COMMISSION

POLICIES AND PROCEDURES HANDBOOK?':.

accurately recorded. All supporting documentation / sub-ledger reports are attached to the
standardized reconciliation template and evidence of independent review is retained for a
minimum period of time in Iine with organization-wide record keeping policies and
maintained electronically or via hard copy.

4.4 Disbursements
The Cash Management group is responsible for issuing payments after the review/approval
process has been completed by the General Accounting group.

Payments are issued through a series of payment runs, process of grouping invoices together
in atches to be paid at the same time. This process occurs two times per week for vendor
payments and once weekly for employee payroll as outlined in the tables below:

Vendor Payments

Day Due by Owner Activity

Tuesday | Mon 3PM | AP Invoice listing/ vendor payment proposal sent to Controller for review
Tue 9AM | Controller | Review completed/ Approval from Controller sent to AP
Tue 12 PM | AP Approved file uploaded to bank/ sent from AP to TSY for Disbursement
Tue 5PM | TSY Disbursemeant/Payment issued by end of business day

Friday Thu 3PM | AP Invoice listing/ vendor payment proposal sent to Controller for review

Fri 9AM | Controller | Review completed/ Approval from Controller sent to AP
Fri 12PM | AP Approved file uploaded to bank/ sent from AP to TSY for Disbursement
Fri 5PM | TSY Disbursement/Payment issued by end of business day

Table 5 - Vendor Payment Schedule

Employee Payroll

Owner Activity

Thursday | Tue 3PM Controller | Payroll proposal file review completed/ Approval
Tue A4PM Controller | Payroll file loaded to bank portalf sent to bank

Thu 12 FM Bank Disbursement/Payment issued by end of business day

Table 6 - Employee Payment Runs

The payment run process is initiated by the AP clerk through an email that the proposal has
been uploaded into SAP for review. The proposal lists all check/wire payments which are
reviewed by the Controller before the payment runs can be released by Treasury. Email
notification of approval will be sent to the Cash Management Analyst {"CMA”) who will
initiate the gayment run.

The Accounting Assistant uploads all wire payments into the Webster Bank portal for the
Cash Management Analyst to review and release payments as part of a dual review process.
Qn approval, checks will be printed on secure stock containing CFQ’s signature and used by
the Accounting Assistant to prepare the positive pay that is provided to Webster Bank and
the General Accounting Department as proof of payment.
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ACH/Wire Payments

All ACH/Wire payments for payment proposals are uploaded into the Webster Bank Qnline
Banking Portal. The CMA will verify that the wire amounts match their respective payment
proposals and release all wires uploaded through the online banking portal.

ACH/Wire payments are accepted from vendors, typically for Ad Valorem tax payments
from member townships.

When making payment to the MDC, the Member Towns are provided with the bank account
name, account & routing number for the Electronic Transfer Fund (EFT) payment. Ugon
completion of the transaction, confirmation of the funds transfer 7s sent by the vendor to
the General Treasury Mailbox.

The Cash Management team records the ACH/Wire payments into SAP once the EFT
payment appears on the bank account and 7s shown on the daily bank activity statement,
which are reconciled to the GL daily and flow through to the Daily Cash Report.

Manual Check Payments

In the event a manual check needs to be administered, written email approval must be sent
to the Cash Management team to initiate the process. Within the emall, the Controller
outlines the vendor name, payment amount, and gurpose. The CMA obtains the checkbook
from the vault and prepares the check in accordance with the email instructions. The CMA
takes a copy of the check and staples to the email approval. The CMA brings the physical
check as well as the check copy and email to the Controller for final review. The Controller
obtains a signature on the check from the CFO. The check copy and email approval will be
scanned and stored on the shared drive by the CMA in a manual check specific folder.
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5. Debt Management Function
5.1 Overview
The Debt Management function is responsible for all activities related to the issuance,
monitoring, compaliance, and reporting of debt securities Tssued by the MDC. Internally, the
Debt Management function works hand in hand with other MDC degartments {General
Accounting, and Cash Management) to project borrowing needs at the MDC.

The Financial Analyst also works closely with the Bond Counsel, financial advisors and other
financial institutions, ncluding the Trustee and Paying Agent.

5.2 Debt Limit Palicy

The Debt Limit is the maximum threshold of debt the MDC can have outstanding, as governed
by Section 1205 of the General Statutes, revision of 1918. This amount is calculated as five
percent of the prior year’'s combined Net Taxabkle Grand List of the 8 Member Municipalities
within the District.

Each ¢ity and town must provide this information to the state by May 1st every year and is
equivalent to the assessed value of all shares of canital stock and the taxes of which are
required.

The Net Grand List s used to calculate the District’s Statutory Debit Limit and total
indebtedness less remaining principal on subordinated revenue bonds on monthly and annual
basis as part of the annual audit as well as on an ad-hoc basis when requested by member
towns.

5.3 Critical Schedules and Deliverables

The Debt management team 1s responsible for maintaining and updating the following
systems and schedules which are used to create reports, journal entries and provide insight
related into debt held at the MDC.

5.3.1 Authorized/ Unissued Schedule

The Authorized/Unissued schedule is an excel file used to track appropriated funding as
approved by the Board, actual expenditures by project grants/loan proceeds and the
balance available to borrow. This is critical to ensure that project expenditures do not
exceed the amount that is appropriated for each project.

Once a resolution for proposed debt is adogted by the Board, the Financial Analyst adds the
approved amount of additional debt/funding to the Authotized/ Unissued excel file based
onh the WBS number. On an ongoing monthly kasis, the Financial Analyst updates the file
using the SAP data file that is submitted by the budget department and saved on the share
drive monthly from the budgeting department. The file is then saved to the shared drive.

The Authorized/unissued file 7s also used to generate the authorized/unissued footnote in
the CAFR.
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5.3.2 Amortization Schedule Access Database

The Access Database is a storage repository for all amortization schedules that are received
from Ghe state and/or MDC’s financial advisors. The amortization schedules stored in the
Database are use determine the monthly debt entries, principal & interest payments as well
as provide supporting documentation in monthly and annual regorting activities.

The process for entering an amortization schedule in the database begins with the issuance
of a new State Project Loan Obligation {PLO) or Bond. Uponissuance, an amortization
schedule will be provided by either the QOffice of the State Treasurer.

Qnce received, the Financial Analyst uploads the file into the debt database for
recordkeeping.

5.3.3 Debt Service Model
The Debt Service Model is an excel file that the Debt Management Analyst uses to track key

schedules that are to be used for internal reporting, tracking debt payments and producing
footnote schedules for the CAFR.

T v ¥ W 0 s " L W 0 v = a v - 1 D . v
MDC 2019 DEET SERVICE DASHBOARD

Figure 5 - Debt Service Dashbeard

The main purpose for the file is to track budget vs actual variance, which can be broken out
by Debt type {General obligation, Revenue Bonds, etc.), Bond name, as well as by Water,
Sewer, and Combined debt types. This schedule is updated monthly to measure budget
versus actual activity, as well as on an ad-hoc basis as determined necessary by the Manager
of Treasury.

The file is also used to calculate the debt limit and monitor the total amount of MDC debt as
compared to the debt limit.

See Also: §5.7 — Debt Limit
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5.3.4 Other Debt Reporting

The Cfficial Statement {Q/S) s a disclosure document used to provide material information
to investors in order for them to make an informed investment decision. Although it is
mostly srepared by MDC financial advisors and bond attorneys, MDC is responsible for its
accuracy.. The Q/S outlines key information about the MDC as Tt relates to the issuance of
the new debt security as well as general information about the newly issued debt security.

The Financial Analyst pregares the metrics and schedules defined below, which supportthe
issuance of the Cfficial Statement and provides them to the District’s Municipal Advisors,
Hilltop Securities Inc., to compile an inftfal draft.

Authorized / Unissued Debt

This 1s a summary of all debt that has been authorized but remains unissued by the District
as well as the princigal amount of the outstanding debt held by Water, Sewer, Combined,
and Hydro. This report is generated from data in the Authorized Unissued excel file.

Use of Bond Proceeds

This schedule outlines all Water, Sewer and Combined Funding projects with the amount
authorized, any previously Bonded/Grants/ Contributions, orior notes for each project and
bond funding for the current issuance, as well as any authorized but unissued proceeds.
This s populated using the data from the Authorized/Unissued excel file.

Qutstanding Debt — Princigal, Interest & Amortization Schedules

Schedules A & B of the official statement are summary bond amortization schedules for
General Qbligation Bonds and Clean Water Revenue Bonds.

These schedules are sourced from data in the Authorized / Unissued Schedule and
summarize the outstanding principal, interest & cumulative percentage.

See Also: §5.3.1 — Authorized / Unissued Schedule
The District Debt Statement & Debt Ratios

This schedule summarizes the Net Underlying Debt held by the district as well as current
debt ratios for the district. This data is generated by and sourced from the Debt Service
Model.

See Also: §5.3.3 — Debt Service Mode!

The draft report is sent to the MDC's Chief Financial Officer who coordinates with the
Financial Analyst to resolve any comments, make required updates, and/or supply missing
information prior to finalizing the report.

5.4 Debt Service Payments
Cne of the most critical responsibilities of the Debt Management Function is to track debt
payments as they are due and make the monthly payments via ACH/wire. As invoices come in
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for debt payments the Financial Analyst enters payments in the Debt Payment Entries tracking
file.

The Financial Analyst reconciles invoices to the amortization schedules in the Access database
and allocating the payments based on the appropriate SAP Project. Once the excel file is
updated the Financial Analyst will issue ACH/Wire and provide general accounting with the
support necessary to make all journal entries.

5.4.1 Debt Payment Schedule
This file is used to track all monthly debt payments entries and to provide support for the

monthly debt payment journal entries recorded by General Accounting and wire/ACH. This
file is maintained and can be accessed from the Accounting share drive.

5.4.2 Journal Entries

All journal entries for debt service payments are recorded by the General Accounting
department. The Financial Analyst is responsible for submitting the necessary schedules and
substantiation for journal entries in accordance with the timing stated in the General
Accounting Monthly Close Checklist.

5.5 Clean Water Project Transfers
All Clean Water Project Charges (CWPC) received related to the Clean Water Project must be

transferred from Webster Bank to the Revenue fund held at US Bank under the terms of the
Indenture. US Bank automatically withdraws from the Revenue Fund the amount on of the
scheduled debt payments {monthly revenue fund transfer, monthly allocation certificate, and
reimbursement requests) as outlined inthe amortization schedules.

Itis the responsibility of the Financial Analyst to track Revenue Fund transfers for the Clean
Water Project Tn excel and use this information in order to prepare schedules supporting the
submission of the US Bank Package.

5.5.1 US Bank Package

In accordance with the Special Obligation Indenture, US Bank serves as Trustee of its
indentured funds. The Financial Analyst prepares documentation on a monthly basis which
directs the Trustee to move funds to various accounts within the Indenture for various
purposes. These Trustee accounts cover the following: collection of the Clean Water Project
Charge in the Revenue Fund, Debt Service Reserve Fund and the Rate Stabilization Fund.

The documents are certified by the Chief Financial Officer each month as stipulated in the

Indenture and authorize required debt service payments and specified reimbursements to
the MDC for certain expenses. Certification occurs no later than the 3rd day of each month
and distributed to the Trustee by the 5th day of the month.

Certified Monthly Allocation Certificate {+/- Day 5)
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The Certified Monthly Allocation Certificate that is due to US Bank that lists the amounts
that are to be transferred from the Revenue Fund to the Principal Installment account and
Interest account within the US Bank Rate Stabilization Fund. This amountis determined by
the Financial Analyst via the Revenue Bond Transfers Excel file and reflects the allocation for
the previous month’s expenditures.

Monthly Revenue Fund Transfer {<=Day 25)

This s a letter that is generated by the Financial Analyst that outlines the amount of money
that is transferred from the Concentration Account to the Revenue Fund. The amount is
determined as the total amount of revenue received from the Clean Water Project Charge
for the previous month. US bank is required to transfer pledged funding by the 25th day of
each month {or, if not a business Day, on the next succeeding Business Day).

See Also: §4.2.4 — Bank Account Listing
Reimbursement Requests

These are withdrawal requests from the Rate Stabilization Fund to reimburse expenses paid
out previously by the concentration account. Depending on the reasoning and timing of the
expense the type can include as many as 3 different reimbursements:

¥ Prior Month’s Debt Payment — A monthly funding request letter is prepared requesting
reimbkursement of the prior month’s principal and interest payments that are associated
with the Clean Water Project related debt for General Chligation {“GC") Bonds and
PLOs.

The Financial Analyst determines the amount of the prior month’s payment and
attaches the amortization schedule as additional supportinthe reimbursement request
letter to US Bank.

¥ FProject Management Unit (PRAU) Withdrowal — The PMU withdrawal is a reimbursement
that is done on a yearly basis from the Rate Stabilization Fund to the Concentration
account to reimburse the General Fund {Concentration Account) for the District's
administrative costs related to the management of the Clean Water Project throughout
the year.

The amount Ts determined based on the budgeted amount of labor and overhead which
is determined annually by the District Board as part of the District’s annual budget
process and included in the reimbursement request sent to US bank.

®  Accrued Interest Withdrawal — This reimbursement that occurs every time that an State
Interim Funding Obligation {IFQ) is converted to a PLQ. Once an IFQ is converted into a
PLO all accrued interest that was drawn on the IFO must either be capitalized or
expensed by the MDC.

Accrued interest that is expensed by the MDC is deducted from the Concentration
account and later reimbursed from the Rate Stabilization Fund. It is the resgonsibility of
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the Financial Analyst to track accrued interest in the Revenue Bond Transfer Schedule in
order to substantiating this reimbursement.

5.5.2 Revenue Bond Transfer Schedule

The Financial Analyst tracks all Clean Water Project {(CWP) related charges on a recurring-
monthly basis within the Revenue Bond Transfer Schedule. The schedule is the kasis for
calculating the revenue transfer journal entries that General Accounting will record in SAP.

RERESREEREEE N RIS

AL

Figure 6 - Revenue Bond Transfer Schedule

In addition, the schedule is distributed externally and is included within the US Bank Package
submission.
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5.5.3 Clean Water Project - Flow of Funds
The transfer flow of funds for the Clean Water Project is outlined in the figure below:

—Acimbursement Request

RMonthly Debt
Fayments Tor
TLO

Brior Maonth s
Reirri e el

A0 Faarmin

O [

Figure 7 - Clean Water Project Flow of Funds
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6. Investment Management Function'
6.1 Investment Guidelines

6.1.1 Short-Term Investment Fund {STIF)
A minimum balance of $3 million must be maintained in MDC’s Concentration Account
always to cover vendor payments, project expenditures, etc. The CAA is responsible for
monitoring the US Bank Concentration account balance to ensure adequate cash is available
to meet any short-term needs. If the Concentration account balance exceeds the $3M
threshold, the CAA will initiate a purchase proposal of the excess cash to transfer to the
Short-Term Investment Fund {STIF) account.

If the Concentration account balance drops below the $3M minimum balance, the CAA
initiates a redemption request from the STIF account to transfer to the Concentration
account. Once the request is created, it is approved or rejected by the CMA before a wire 1s

Wire inDated
{Dual Cortrol)

Figure 8 - Short-Term Investment Fund (STIF} Process Flow
executed.

6.1.2 Pension Palicy
[Placeholder — To be defined]

6.1.3 Deferred Compensation Plan (457)
[Placeholder — To ke defined]
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7. Risk Management Functicn
7.1 Existing Risk Management
Currently, the District’s risk management function is responsible for the timely and accurate
administration of customer account services and for effective management of District claims,
insurance and loss control.

Duties include directing customer account management and problem resolution, claims
handling, insurance administration and loss control operations. The position also has the
responsibility for making difficult accounting and risk services administrative decisions in
accordance with the District’s Self Insurance Program.

7.2 Comprehensive Risk Management Program'™

A comprehensive Risk Management program enabling the District to mitigate risks defined
below is presently under development by the District’s senior leadership and will be
implemented at a future date based on consideration of the District’s specific risk profile.

Liquidity/Funding Risk

Cash flow deficits in future periods on the basis of long-term financial forecasts are
dependent on the maturity structure of cash, financial investments, loans and bank facilities.
Liguidity/funding risk management focuses on MDC's ability to tap into funding at a future
time to cover any cash shortages.

The Treasurer controls any key indicators to reduce the concentration of risk at ohe pointin
time so that if any triggering event were to take place, the overall borrowing costis not
unnecessarily increased depending on market conditions.

Market & Refinancing Risk

Market and refinancing risks are defined as the risk, that, through adverse market
fluctuations in the value of the principal sums that MDC invests, its stated Treasury
management policies and objectives are compromised against which effects it has filed to
protect itself.

The Treasury Department is responsible for managing these risks and will confer with the
board and the CFC to determine an appropriate course of action as required. In addition,
Treasury ensures that all District financing is negotiated, structured, and documented, and
the maturity profile of the monies raised are managed with a view to obtaining offer terms
for refinancing.

The Treasurer actively manages the Company’s relationships with its counterparties to
explore all sources and funding avenues.
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Legal and Regulatory Risk

Legal and regulatory risk is defined as the risk that the company itself, or a third party with
which itis dealing with Treasury activities, fails to act 'n accordance with its legal powers or
regulatory requirements, and that MDC suffer osses accordingly.

The Treasury department is responsible for ensuring compliance with all legal and
regulatory guidelines for all Treasury management activities.

Fraud, Error, Corruption, and Contingency Risk

Fraud risk is defined as the risk that an institution fails to dentify the circumstances in which
it may be exposed to the risk of loss through fraud, error, corruption, or other eventualities
n its Treasury management dealings, and fails to employ suitable systems and procedures
and maintain effect contingency management arrangements to these ends.

The Treasury department ensures that sufficient controls are in place to prevent, identify,
and address any instances of fraud, error, corrugtion, and contingency risk with
management.
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8. Miscellaneous Activities
8.1 Sewer Usage Charge Billings”
The Treasury Department is responsible for the tracking and billing of customers who are
assessed a Sewer User Charge (SUC) fee for exceeding an maximum estimated usage
threshold. At year end, a true-up for over/under-utilization of the system resulting in a rebate
or surcharge calculated as defined in the table below:

Table 7 - Sewer User Charges, Rebates, and Surcharges

Revenue - Clients who are identified as a potential "High Flow User" are assessed an additional fee on their monthly bill

throughout the year.

SUC Type

High-Flow User
Charge

Suspended
Solids / BOD /
COD Charge

Non-Municipal
Tax Exempt SUC
Charge

Description

Users that exceed {or expected to exceed) 12,200
CCF of liquid flow through the MDC sewers, as
measured by the water usage.

Users who exceed the mg/l thresholds

of B.0.D / C.0.D or suspended solids as outlined
in Section 5-12 — “Sewer User Charges” of the
"Ordinances of The Metropolitan District.

Tax exempt entities who do not pay the
municipal Ad-Valorem tax but use the Districts
Sewer Lines are assessed a Non-Municipal SUC.

Calculation

Year 1: {Amount of CCF water use)— {12,200 CCF
Threshold) X SUC Rate

Year 2 & on: {Expected Net amount of CCF
discharged) x SUC Rate

{Number of suspended solids clients are expected

to discharge into the sewer above the thresholds) X
{Suspended solids/BOD/COD Rate)

SUC rate for that Year

Surcharges or rebates - As part of the year end proce dures clients submit certifications of their actual sewer usage and

either receive a credit for the amount over-billed during the year, or a surcharge for the amount under-billed.

SUC Rebate /
Surcharge Type

Discharge Credit

Ad Valorem Tax
Credit

Description

Organizations who do not deposit all their water
flow back into the MDC sewers, are eligible for a
year end credit.

This is a credit for entities who pay a greater
proportion of their share of a towns Ad Valorem
to MDC’s overall budget.

Calculation

{Amount of CCF's billed) - {Actual Amount CCF
Discharged) x SUC Rate

MDCs total Ad valorem / Member Towns adopted
Budget = Tax Credit %

The Finance department adds an additional Sewer User Charge to the monthly water bill of
the accounts that they believe exceed the SUC thresholds at the end of the year. They
determine the amount to charge each Client based on their YTD water consumption and/or
thelr previous history of sewer usage with the MDC.

At the end of the year, clients who are charged the SUC monthly
must complete a certification statement. This is used to determine if
they are efther owed a rebate for SUC charges in excess of thelr
actual usage or if they should be billed an additional surcharge. The
Cash Accounting Assistant who handles the SUC, runs report ZF06
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out of SAP and mails Certification Statement Form accompanied by an instruction letter
by December 15th of the year being reported to be completed by the customer.

Clients must be complete and return the certification statement, with requested supporting
documentation, to the Treasury Department on or before lanuary 31st each year or within 30
days of the request. The Cash Accounting Assistant {“CAA”") reviews the information
submitted to determine if a rebate or surcharge is owed to the customer. Based on that
calculation, either an invoice or Wire/ACH will be sentto the Client.

If payment is due to the customer, billing submits a payment request to Accounts Payable
with the vendor name and amount due. The credit to the customer is paid out to the through
the payment run process initiated by the General Accounting team. In the event the customer
owes the MDC funds; the billing team sends an invoice to the customer outlining the amount
due.

8.2 Lien & Assessments Process
8.2.1 Overview
An Tnitial Sewer/Water Main Pipe Assessment is completed where a new home or
development is built that requires a new sewer/water line. Once the assessment is
performed, the Accounting Assistant generates an invoice through Novak and sends it to the
customer via mail.

Customers have two payment options when the assessment bill is received:

» If a customer pays their assessment in full within the 60-day period, the invoice Ts
closed out and a lien will not be placed on the property.

» If payment cannot be made within the 60-day window, customers will be placed on
a 15-year payment plan. Monthly killing is generated out of Novak and reflects the
total interest and principal balance due by the customer.

Failure to make payments on the assessment will result in the issuance of a lien on the
customer’s property. Liens are filed with the City or Town and will remain in effect until
gayment for the full value of the assessment {plus interest) is received. Upon satisfying their
obligations, the District will provide the customer with the lien release that is filed with the
City or Town.

8.2.2 Sewer/Water Assessment Liens
All clients are required to either pay off the full amount due within 30 days, or make an
Figure 9 - Novak Process Flow {As of 9/2019)
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initial down payment on the outstanding amount and pay the balance within 90 days.
If the client does not pay within the 90-day period, a Lien will be place on the property.

If a lien is placed on the property, the Accounting Assistant clerk files required
documentation with the City or Town. A copy of the lien is stored in the access database for
MDC records.

Cnce the outstanding balance has been paid, the lien will be released. When a lien release
request is received the cash management assistant must email a copy check/payment along
with the original lien documentation to the legal department. The legal department will
then file the release with the City or Town and provide a copy of the lien release to the
client.
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8.3 Consolidated Annual Financial Report {"CAFR")
The Consolidated Annual Financial Report that the MDC issues includes several required
schedules and footnotes that the Debt Management Team is responsible for groducing.

Long term Debt Footnote

This footnote discloses the total amount of Long-term debt at the MDC. In order to prepare
the footnote the Financial Analyst pulls the total amout of General Cbligaton Bonds, Revenue
Bonds Preimums and the Clean Water Fund loans from the debt database.

Those amounts are then broken out by Governmental and Business-type activites.

G. Long-Term Debt
Changes In Leng-Term Liabllites
Long Term ISBIITY acivity Tor the year enacd DScemost 31, 2017 Was as Tollows:

Beginning Enaing Due within
Ealance Balance One Year

GOYCIIMCTItal ACTVINGS:
General obligation bonds %

$ 1201068 § 2E/EUIEST $ 1663601
Fevenus bonds 30 13105

750,000 S 0.000 3570,000

Frre
i
Cresan
Cem
NCLPCr IO Fak 12421
OFES chiigation 335800150
Totl Eovemmental Activites
Lang-Term Liasi s $ 1.055.462.512 % _ 114,515,048
= 3 3 s 271.468.661 % 13,746,546
1 7ARS 117

TEazooe.ez1  _ 1Z.e4sEas 229,347,775 13748348
n'ono

zzara
o T D=
1 8lrua1n
c 45.0587226
Toral BusnAss Type AcTMtas
Long Term Liavilties 5 __330.505.550 % _21.254.050 5 _63.012.S30 3 _ 346.740.600 F __ 25075510
lor the govoernmental acliviles, s and udgrnenls, ponsion obhgobon, OPLE obhgabon and
compensated shsences are generally liquidated by the Ceneral Fund

Figure 10 - Long Term Debt Footnote

Cnce the data s extracted, the reportis sent to General Accounting who will then ingut the
remaining information {compensated absences and net pensions liability) and ensure that all
amounts tie to the general ledger.

Debt Amortization Footnote

This footnote discloses the schedule of

‘Anruial dabe se-vice foguimens. 1 fratu Ty for ganaral colgafion bons are s folows:

principal and interest payments broken out Goverpmental Activkties __Business-Type Activter
g Principal Interest Principal Interest

by governmental and business type
018 $ TB7E3B54 § 1103838 § 13748348 § 8,587,305
activities for General Obligation Bonds, e oo B ot e R ol
Revenue Bonds, and Clean & Drinking o hmwes  Tegvia  iimoas  sessw
R20IT 75587 B2 29,89 400 BEZ7A58 20,880,475
Water ‘Oa n. 20282032 67,054,285 15573860 62.945.738 823,312

20332037 4411818 4870828 23363473 1,380,280
W0 __TE000 . e6ms

The Financial Ana\yst is responsible for Tolal  §_267601331 §5_ STS2EST § 211463651 5_63030.575
preparing this schedule using data from the
debt database Figure 11 - Debt Amortization Footnote
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The schedule is sent to General Accounting who ties the amounts to the General Ledger in
prepares the footnote.

Authorized/Unissued Footnote
“The total of authorized but
unissued bonds at December
31, 20XXisS{__ ] Inmost
cases, interim financing is
ohtained through bond
anticipation notes or other

The Authorized / Unissued Footnote is required as part of the
financial statements produced at year end which are included
in the CAFR.

The footnote is the responsibility of General Accounting to
produce with inputs provided by the Financial Analyst based N
on the information tracked within the Authorized / Unissued the issuance of long-term
Schedule. debt

See Also: §5.3.1— Authorized Unissued Schedule
Figure 12 - Authorized / Unissued

Unspent Proceeds Foothote Footnote

In the event the District has unspent/allocated debt at the end of the fiscal year that has not
been reallocated to other Board approved projects, a CAFR footnote is prepared by General
Accounting with inputs provided by the Financial Analyst.

This footnote is not applicable if the district does not have unspent/allocated debt at the end
of the fiscal year.

Bond Anticipation Note {(“BAN") Footnote

This footnote is only required when the MDC issues short-term debt during the current year.
It discloses general information akout the Bond Anticipation Note including the issuance date,
amount of the note, the interest rate, the total premiums and the maturity date.

General Accounting prepares this footnote based on data contained in the general ledger as
well as with nputs as provided by the Financial Analyst.

Debt Statistics Table

This footnote shows a breakdown of the outstanding debt at the district by year. Itis broken
out by Water and Sewer related activities as a total of outstanding Debt.

TABLE &

THE METROPOLITAN DISTRICT
AATIOS OF DUTSTANDING DEBT BY TYPT
LAST TEN FISCAL YEARS

Choan Virtor Tarprees
Fans Losm Baras

§oaMemie B BAMON0 B
3akE08 141 D
razom 188

#0000

107 390 195
]
B2197814

Figure 13 - CAFR: Debt Statistics Table
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8.4 Customer Service Function

8.4.1 Overview
The responsibility for certain activities are shared between the District’s Treasury and
Customer Service Departments. These activities are executed by Customer Service under the
policies and procedures established by Treasury.

8.4.2 Customer Installment Plan Offerings
The Metropolitan Districts provides flexibility to customers experiencing hardship which may
be affecting their ability to pay their outstanding balances due to the District by offering
customers the opportunity to opt-in to an installment glan which allows for payment over a
fixed period.

These policies guide the specific plan offerings Customer Service Representatives that are
extended to customers.

Eligibility Requirements

District Customers may request an installment plan due to financial hardship, receipt of a large
invoice, or after service interruption. Installment plans requested after interruption will
require an upfront payment of 100% if the outstanding balance is under $600. Balances over
$600, should be paid 100%. If the customer is unable to make this payment the customer will
be requested to pay 50%.

Additionally, eligibility will be determined by:

¥ Customers in default on aninstallment plan on a rolling 12-month basis will be ineligible
for extension of an installment plan for a period of one year.

¥» Customers can only maintain one (1) payment plan at any given time.

» Standard terms are offered by the CS Representative reviewing customer eligibility on a
customer-hardship basis as determined by the representative.

# NSF returned payments on outstanding amounts due must be repaid in full, including
associated fees. Customers failing to do so prior to requesting an installment plan will be
deemed Tneligible for consideration.

» Customers with pending shut-off notifications are ineligible for installment plans and
should be forwarded to Treasury staff regardless of outstanding balance.

Terms of Offering

Principal & Interest
The grincipal amount will be equivalent to the total account balance outstanding at the time it
is negotiated, inclusive of past-due and current balances.

Interest charges will accrue on the total account balance atan [12%] annual percentage rate
{APR) on the [1.0% per month basis over the duration of the agreed upon plan.

Payment Schedule
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All installment plans will commence 15 days following the date of agreement {“Installment
Plan Start Cate”), which will be used as the basis for calculating amortized interest due.

Payment will be due in conjunction with the customer’s regular killing cycle and will ke in
addition to any current/future charges due for services provided.

Payment Plans

The table below outlines the offerings which are available to Customer Service
Representatives to offer to customers:

Threshold Plan Terms Offered By
5100 - 5700 3-Month £S5 Representatives
8701 - 51500 6/9-Month €S Representatives
$1501+ 9/12/18- Manager of Customer
Month Service or Designee
Catch Up Billings  Max. 36 Months  CS Representatives / TSY
Staff

# If the customer cannot agree to the 6-month payment glan, a 9-month payment plan can
be offered by the Customer Service Representative.

# In the event the Manager of Customer Service or their desighee are unable to reach a
standard payment plan within these guidelines the customer should be sentto the
Manager of Treasury or their designee.

¥ Customers with large invoices after a period of estimated Bills should be offered an
installment zlan based on length of estimation without charging interest, up to 36
months.

Cffering Disclosures

Customer Service representatives must verbally disclose all terms of the installment plan at
the time of its negotiation. Notification letters confirming the agreed upon terms are then
mailed to the Customer through USPS mail.

Terms of Default

Instaliment plans are offered to customers on a hardship-needs basis. Failure to pay will result
in a default under the terms of the installment plan and result in automatic cancellation.

Plan cancellation will restore the remaining account balance to unpaid status. Any penalties
for NSF returned checks will also be the responsibility of the customer.

Customer move-outs which occur during the term of the plan constitute a default and will
trigaer cancellation with all remaining installments due as part of the customers’ final kill.

COHNREZNICK LLP




THE METROPOLITAN DISTRICT COMMISSION April 5, 2021 = 205

Version 04/16/2020

POLICIES AND PROCEDURES HANDBOQK

8.4.3 Credit Card Processing (Kubra)
Payments for water and sewer bills are accepted through a third-party vendor, Kubra, which
allows customers to make payments through an online portal or by telephone.

Customers at the District’s Murphy Road customer service location that wish to pay by
credit card in order to restart service are required to submit evidence of payment by
sroviding thelr Kubra payment confirmation number to the Principal Account Clerk before
the request is processed.

Kubra transfers funds via ACH payment for all receipts through the previous business day to
a designated Webster Bank account. This account is maintained and reconciled eon a daily
and monthly basis for accuracy through the Daily Cash Report {DCR).

See Also: §4.2.4 - Bank Account Listing; §4.3.4 - Compliance & Controls

COHNREZNICK LLP



206 m April 5, 2021 THE METROPOLITAN DISTRICT COMMISSION

Version 04/16/2020

POLICIES AND PROCEDURES HANDBOOK

9. Appendix

9.1 Table of Figures
Figure 1 - Treasury Organization Structure: As of 03/01/2020 ..o i 4
Figure 2- Monthly Cash Forecasting Timeline.......cocooevvin.
Figure 3 - Cash Position Dashboard {Sample Cutput).
Figure 4 - Cash Position Dashboard {Sample Charts)..

Figufe:5.- DébtiSemviee Dashboalfd i i i s s e e i s e e e
Figure 6 - Revenue Bond Transfer Schadule i s
Figure 7 - Clean Water Project FIow of FUNTS. ..o e b e sre s sba e
Figure 8 - Short-Term Investment Fund {STIF) Process FIDW ... s 25
Figure 9 - Novak Process Flow {As 0f 9/2019) ... it b e s e sne saeraba st b b s 29
Flgure L0 - Lo Torm Dot FomtOta s o sencmmss i siesm s s s f s b s PR SV s 31
Figure 11 - Debt AMortization FOOTNOTE ..o i e s s e s bbb 31
Figure 12 - Authorized / Unissued FOOTNOTE. ..ot ab bbb s e s eb s eb b e bbb e 32

Figure 13 - CAFR: Debt Statistics Table

COHNREZNICK LLP



THE METROPOLITAN DISTRICT COMMISSION April 5, 2021 m 207

POLICIES AND PROCEDURES HANDBOOQK

9.2 Terminology & Definitions
The following is a lst of either terms that are referred to within the Policies and or Procedures
manual that a user will need to understand:

Kubra: - A third-party payment vendor who processes all water and sewer payments and
billing on behalf of the MDC.

General Obligation Bond — Long term bond backed by the full faith and credit of a
government institution, like the Metropolitan District.

Revenue Bond — Municipal bonds that finance income generating projects and are also
secured by a specific revenue source.

Novak - A third party billing system which houses the customer account information for all
billings related to water and sewer assessments

Net Taxable Grand List — a full value of all net taxable property within a town or jurisdiction.

Project Loan Obligation {PLO) Bond - A note issued by a municipality to evidence the
permanent financial of a project loan

Parked Entries — An interim entry that has been entered in the system but has not been
posted. These entries do not hit the general ledger and will not have animpacton any
financial reporting that is produced until posted by an accountant. Parking an entry allows for
review and approval to occur within SAP.

Posted entries — An entry that has been entered in the system and has a financial impact on
the general ledger.

Consolidated Annual Financial Report (CAFR} - A reporting package that is prepared and
presented to the Board of the MDC.

Clean Water Project — A fifteen year federal and state mandated project to eliminate all
combined and sanitary sewer overflows by the year 2018.

Capital Improvement Program/Plan {CIP) — The District’s long-range plan for improving,
upgrading and expanding its capital facilities, as set forth annually in the capital improvement
budget.

Certification Statement - The certification statements contain the amount of sewer flow and
waste concentrations of B.C.D. and suspended solids discharged into the District sewers for
the current year.

Debt Service Fund - the fund established pursuant to Section 6.2 of the Special Ckligation
Indenture and governed by Section 6.9 thereof.

Rate Stabilization Fund - An account with US bank that's nrimary purpose is to pay Principal
and Interest payments on debt that is associated with Clean Water Projects and/or Revenue
generated from the Clean Water Project Collection Charge.
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CCF — A measurement of water flow for water and sewer usage. It is measured as ohe
hundred gallons per cubic feet - flow measurement of water and sewage.

Other Post-Employment Benefits {OPEB) — Employees of state and local governments may be
compensated in a variety of forms in exchange for service that will not be received until after
thelr employment with the government ends. The most common types of these
postemployment benefits is a pension. Postemployment benefits other than pension
generally take the form of health insurance and dental, vision, prescription, or other
healthcare benefits provided to eligible retirees, including in some cases their beneficiaries.
They may also include some type of I'fe insurance. Asa groug, there are referred to as CBEB.

Concentration Account — The main operating account for the MDC which is held at Webster
Bank. This account mainly where vendor payments are drawn off of.

Lockbox - A collection and processing service provided to firms by banks, which collects
payments from a dedicated postal box that the firm directs its customers to send payment to.
The bank receives several collections per day, processes the payments immediately, and
deposits the funds to the firm’s bank accounts.

Zero Accounts Balance (ZBA) Transfer - A process in which banks transfer {sweep) funds from
a number of operating accounts to a main parent account at the close of business each day.
The purpose of the ZBA Ts to eliminate excess balances across numerous bank accounts and
establish greater control over disbursements.

Short Term Investment Account {STIF) - Marketable securities or temporary investments in
which can be easily transferable into cash.

Federal Deposit Insurance Corporation — An indegendent federal agency who insures
deposits within Banks in the United States. The FDIC insures deposits up to $250,000 per
depositor at member financial institutions.
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Version 04/16/2020
POLICIES AND PROCEDURES HANDBOOK

9.3 Exhibits & Attachments
A. Finance Calendar

AN
a
Finance Calendar
v2xlsx

B. Audit Plan¥

COHNREZNICK LLP
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POLICIES AND PROCEDURES HANDBOOQK'

9.4 Document Revisions

Revision Prepared/Edited By Transition Date Effective Date Revision Notes

Initial version prepared by CR in
consultation and with approval of key
stakeholders in treasury functions and
processes.

0.9 CohnReznick LLP N/A 01/01/2020

The Metropolitan
1.0 District — Treasury TBD TBD
Department

Approved by the Metropolitan District
senior leadership on XX date.

| Organization structure in Figure 1 reflects existing structure as of 04/2020. To be updated by Treasury
Department personnel in conjunction with anticipated Customer Service Department realignment.

i Delegation of Authority Matrix excerptin Table 1 reflects approval authority and limits as confirmed by District In-
House Counsel. Any changes should be confirmed by Legal prior to efficacy of this document and also aligned with
the General Accounting Policy & Procedures adopted by the District as of 1/1/2020.

nclusion of Treasury Department-owned activities which pertain to the District’s pension policies and deferred
compensation plans in §6.1.2 and £6.1.3 should be considered as part of a broader discussion by Senior-level
Management, including the CFO and Manager of Treasury et al.

" CohnReznick has recommended the implementation of a comprehensive risk management program aligned with
the specific risk profile of the Metropolitan District. The potential risks defined in 7.2 of this document should be
considered by District leadership when developing business requirements for implementation of any solution.
“The Sewer User Charges, Surcharges, and/or Credits in Table 7 should be reviewed by District Treasury personnel.
Any calculations should ke confirmed and will be incorporated by CohnReznick prior to the efficacy date of this
policy and procedure document.

" Audit Plan Template should be submitted by MDC and incorporated into the appendix as exhibit B of §9.3.

COHNREZNICK LLP

On motion made by Commissioner Magnan and duly seconded, the
report was received and resolution adopted by unanimous vote of
those present.
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WATER BUREAU
REVISIONS TO RECREATION RATES
To: District Board April 5, 2021
From: Water Bureau

In support of the annual water operating budget, staff is submitting these rates in
conjunction with the revisions to the proposed Fiscal Year 2021 water rates and other
peripheral charges associated with the delivery and sale of water as part of the
annual budget adoption process.

Staff has reviewed these rates in light of the costs associated with them on a ‘typical’
model basis and makes the following recommendations:

At a meeting of the Water Bureau held on March 31, 2021, it was:

Voted: That the Water Bureau hereby adopts the following schedule of fees
effective April 10, 2021:

Lake McDonough Recreation Boat Launch Fees

CURRENT PROPOSED
Day Pass per Boat
Resident* $20.00/boat $20.00/boat
Non-Resident $20.00/boat $40.00/boat
Season Pass per Boat
Resident* $60/boat
Non-Resident $120/boat

*Resident rate applies to individuals that show proof of residency in District Member
Towns, Non-Member Towns and Watershed Towns:

Bloomfield, East Hartford, Hartford, Newington, Rocky Hill, West Hartford,
Wethersfield, Windsor, East Granby, Farmington, Glastonbury, South Windsor,
Barkhamsted, Colebrook, Hartland, New Hartford.

Respectfully Submitted,

Jho. it

John S. Mirtle, Esq.
District Clerk
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On motion made by Commissioner Sweezy and duly seconded, the
report was received and resolution adopted by unanimous vote of

those present.

PENSION INVESTMENT SUBCOMMITTEE OF THE PERSONNEL, PENSION &

To:

From:

INSURANCE COMMITTEE
PENSION INVESTMENT REALLOCATION

District Board April 5, 2021

Pension Investment Subcommittee of the Personnel, Pension &
Insurance Committee

At the special meeting of the Pension Investment Subcommittee of the Personnel,
Pension & Insurance Committee held on March 9, 2021, it was:

Voted:

Resolved:

That the Pension Investment Subcommittee of the Personnel, Pension
& Insurance Committee recommends passage of the following
resolution:

That the District Board accept the recommendation of the District’s
pension investment advisor, Dahab Associates Inc., to move $5 million
from the Wellington Small Cap and $5 million from the Hardman
Johnson International Equity funds to be distributed amongst the
pension’s three (3) real estate funds to increase the real estate assets
closer to its target allocation.

Respectfully submitted,

Jhn Vet

John S. Mirtle, Esq.
District Clerk

On motion made by Commissioner Sweezy and duly seconded, the
report was received and resolution adopted by majority vote of those

present.

Without objection, agenda items #13A “Encroachment 100 Helmsford Way,
Windsor” and #13B “Encroachment 712 Cedar Street, Newington” were

consolidated and considered together.
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BUREAU OF PUBLIC WORKS
100, 80 & 60 HELMSFORD WAY, WINDSOR
ENCROACHMENT AGREEMENT

To: District Board April 5, 2021
From: Bureau of Public Works

In a letter dated March 4, 2021, Matthew Bruton of BL Companies, on behalf
of Amazon.com Services LLC and WE 100 Helmsford Way LLC, the leasee and
owner respectively of the above-referenced property (the “Property”), has requested
permission from The Metropolitan District (“MDC” or “District”) to encroach on the
MDC'’s existing 20-foot sanitary sewer easement, encompassing both an existing 10-
inch sanitary sewer and 21-inch Phelps Brook Trunk Sewer, situated on the Property
(“ROW?) for the purpose of constructing and installing site improvements for and in
connection with a proposed warehouse/package distribution facility redevelopment
project.

The proposed work entails: (i) clearing and grubbing, grading (up to 4 feet of
fill and 2 feet of excavation), (ii) removing paving and curbing, (iii) installing new
pavement, speed bumps, and curbing (iv) raising existing manholes to grade, and (v)
installing two new sanitary sewer laterals, and a 24-inch storm sewer, all within such
20-foot easement as shown on the accompanying map (collectively, the
“Improvements”). The proposed piping and utilities will be installed above the existing
sanitary sewer with a minimum of 3 feet of vertical clearance between this sewer and
such piping and utilities. The existing sanitary sewers were built in 1985 (21-inch),
1990 (10-inch) and 1994 (relocated 10-inch) and the easements across the Property
were conveyed to the MDC through two separate Developer Permit Agreements and
acquired by the MDC through the Capital Improvement Project known as “Phelps
Brook Trunk Sect 1, Private Lands, Windsor.”

MDC staff has concluded that the Improvements are minor and that there will
be no detriment to the sanitary sewer infrastructure as a result.

WE 100 Helmsford Way LLC (“Owner”) has agreed to the following conditions
in order to satisfy the District’s concerns for protection of the existing sanitary sewer
located within the Property and to maintain accessibility along the length of the
MDC’s 20-foot easement:

1. Care must be taken during the performance of work for the Improvements
or any maintenance, repair or replacement of the same not to disturb the
existing sanitary sewer. All heavy construction equipment must be located
outside of the limits of the ROW when not in use. Any earth moving
equipment that will be utilized on the ROW over and adjacent to the
existing sanitary sewer shall be reviewed and approved by District staff
prior to mobilization to the site. Any damage to the existing sanitary sewer
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caused by any construction, maintenance, repair, replacement or
associated activities within the ROW shall be the responsibility of the
Owner.

2. No additional permanent improvements, other than the proposed
Improvements, shall be located within the ROW.

3. The District reserves the right to remove Improvements within the ROW at
any time if so required for maintenance, repair or replacement of the
sanitary sewer. Owner shall bear any additional maintenance, repair or
replacement costs necessitated by the presence of Improvements within
the ROW, including any such costs incurred by the District.

4. In the event of a sewer emergency caused by the proposed excavation
described above, the Owner shall provide, install, operate and remove, at
the Owner's expense, an appropriately sized bypass pump and
appurtenances.

5. An MDC inspector must be on the job site whenever work is being
performed within the ROW, and Owner shall be responsible for the cost
and expense of such inspector. Any construction of the Improvements as
well as any subsequent construction, maintenance, repair or replacement
of the Improvements shall conform to District standards and 48-hours
advance notice must be given to the District prior to commencing any such
activities within the ROW.

6. The Owner shall perform a CCTV inspection, witnessed by an MDC
inspector, of the existing sanitary sewer in the areas of the construction
upon completion of backfilling and restoration of the excavated areas. The
videos will be delivered to the District for the purposes of assessing the
post activity condition of the sanitary sewer.

7. The Owner shall maintain the District’s standard form of insurance as
stipulated in the MDC’s most current Guidance Manual for Developers’
Permit Agreements, which insurance shall remain in force and effect during
the performance of any work with in the ROW.

Staff has reviewed this request and considers it feasible.

A formal, written encroachment agreement shall be executed between WE 100
Helmsford Way LLC and MDC, consistent with current practice involving similar
requests, and filed on the Town of Windsor Land Records.

It is RECOMMENDED that it be

VOTED: That the Bureau of Public Works recommends to the District
Board passage of the following resolution:
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RESOLVED:  That the Chairman or Vice Chairman of the District Board be
authorized to execute an agreement, subject to approval of form and content by
District Counsel, granting permission to WE 100 Helmsford Way LLC to encroach
upon the existing 20-foot sanitary sewer easement situated in the Property in
order to: (i) perform the work for the Improvements in connection with the planned
redevelopment of the Property as shown on plans submitted by BL Companies,
Proposed Warehouse/Distribution, 100 Helmsford Way, Windsor, CT, Cross
Sections, Sheet CS-1, and MDC Encroachment Map, Sheet EA-2 and (ii)
maintain, repair and replace such Improvements, provided that the District shall
not be held liable for any cost or damage of any kind from the present and in the
following years as a result of any encroachment authorized hereby, and further
provided that such agreement shall not be effective until fully executed by The
Metropolitan District and WE 100 Helmsford Way LLC, and recorded on the
Windsor land records. In the event that such full execution and recording does
not occur within three (3) months, then such resolution shall be null and void, and
of no further force and effect.

Respectfully submitted,

Jhn Tt

John S. Mirtle, Esq.
District Clerk



216 m April 5, 2021

THE METROPOLITAN DISTRICT COMMISSION

100
HELMSFORD WAY

ENCROACHMENT AREA RLOMW.
(25.325+ 5.F)
CLEARI

ENT AREA R
2,000% SF)
GRUBBING AND GRADING

HELMSFORD WAY TO ILLUSTRATE SANITARY SEWER
EASEMENT ENCROACHMENT

Ecmldmg
Lotest Rvimon; /8,21

WINDSOR




THE METROPOLITAN DISTRICT COMMISSION April 5, 2021 m 217

Archileciure

. Englnearing An Employee-Cwned Company
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Lo Surseying
Coampanies

March 4. 2021

Mr. Michael Curley. Manager of Technical Services
The Metropolitan Distriet

Engineering & Planning

535 Main Street

P.O. Box 800

Hartford, CT 06142-0800

Encroachment Permit Request-
100, 80 & 60 Helmsford Way - Windsor, Connecticut

Dear Mr. Curley.

BL Companies on behalf of the applicant. Amazon com Services LLC, ¢/o Amazon com,
Inc.. and the property owner PPF WE 100 Helmsford Way, LLC/ Winstanley Enterprises, L1C, 13
providing this request for an encroachment permit for the redevelopment of a proposed
warehouse/package distribution facility. The proposed project is located on 3 lots off of Helmsford
Way totaling 24.02 acres of land north of Day Hill Road. between Prospect Hill Road and Marshall
Phelps Foad.

The development will be constiucted in 2021, The MDC easement crosses the existing loading
dock. existing driveway, and proposed parking lot expansion.

Construction Activities will inchude:

¢ Clearing and grubbing
¢ Earth moving (excavation and fill)
o Encroachment area nerth of the loading dock
=  Area: 1.885 5F
= Cut: 026CY
= Fill: 16.69CY
= Net: 16.43CY Fill

100 Constitution Plaza, 107 Floor » Hartford CT 06102 « T(B6D) 249-2200 « F4B60) 245-2400 = weew bloompanics com
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Archilaciurg A Emmicloves-Crmad Company
Enginearing e wned Company
Enviranmanial

. I L Surveving

Companias

o Encroachment area east of the loading dock

= Area: 15,781 5F
= Cut: 357.66CY
= Fill: 681.68CY
=  Net: 324.03CY Fill

¢ EBemoval of existing pavement

¢ Eemoval of curbing

¢ Installation of two new sanitary sewer connections, resetting existing sanitary manholes to

finished grade. and a stormwater pipe installation

o Installation of bitununous concrete roadways, parking, speed bumps, and curbs

Pleaze consider this a formal request for a permanent encroachment permit to redevelop the

warehouse/package distribution facility within the MDC easement.

We lock forward to working with The MDC on this project. Please feel free to reach out if you

have any questions.

Sincerely,

) N .
f":'f;’r"."{ﬁ‘x.r,—" _.*." ,-'( ﬂ,-*;‘f{',ﬁ_’

Matthew Broton
Regional Manager

BUREAU OF PUBLIC WORKS
712 CEDAR STREET, NEWINGTON
ENCROACHMENT AGREEMENT

To: District Board April 5, 2021
From: Bureau of Public Works

In a letter dated January 5, 2021, Rod Szwelicki of Vanasse Hangen Brustlin,
Inc., on behalf of Gold Coast Properties CT1, LLC, (“Gold Coast” or “Owner”) and
Fenn Road Associates, LLC, (“Fenn Road Associates”) the future and current owners
respectively of the above-referenced property (the “Property”), has requested
permission from The Metropolitan District (“MDC” or “District”) to encroach on the
MDC'’s existing 20-foot sewer easement situated on the Property for the purpose of
constructing and installing site improvements for and in connection with a proposed
hotel development project.
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Fenn Road Associates has entered into a Purchase and Sale Agreement for
the Property with Gold Coast, and anticipates that a closing will occur in the near
future. Fenn Road Associates has given Gold Coast permission to submit this
encroachment permit application for the following described work for such
construction and installation of these site improvements that Gold Coast will
undertake on the Property after such closing.

The proposed work entails: installing an 8-inch PVC sanitary lateral, 3-inch
water service, 6-inch fire service and gas line within such 20-foot easement as shown
on the accompanying map (collectively, the “Improvements”). The proposed piping
and utilities will be installed with minimal earthwork above the existing sanitary sewer
with a minimum of 2 feet of vertical clearance between this sewer and such piping
and utilities and the grades will not change. The existing 8-inch PVC sanitary sewers
were built in 1994 and the easements across the Property were acquired by the MDC
through the MDC Capital Improvement Project known as “724 Cedar Street,
Newington” and filed in the Newington land records Vol. 986 Page 71.

MDC staff has concluded that the Improvements are minor and that there will
be no detriment to the sanitary sewer infrastructure as a result.

Gold Coast has agreed to the following conditions in order to satisfy the
District’'s concerns for protection of the existing sanitary sewer located within the
Property and to maintain accessibility along the length of the MDC'’s 20-foot
easement:

1. Care must be taken during the performance of work for the Improvements
or any maintenance, repair or replacement of the same not to disturb the
existing sanitary sewer. All heavy construction equipment must be located
outside of the limits of the sanitary sewer easement right-of-way (“ROW”)
when not in use. Any earth moving equipment that will be utilized on the ROW
over and adjacent to the existing sanitary sewer shall be reviewed and
approved by District staff prior to mobilization to the site. Any damage to the
existing sanitary sewer caused by any construction, maintenance, repair,
replacement or associated activities within the ROW shall be the responsibility
of the Owner.

2. No additional permanent improvements, other than the proposed
Improvements, shall be located within the ROW.

3. The District reserves the right to remove Improvements within the ROW at
any time if so required for maintenance, repair or replacement of the
sanitary sewer. Owner shall bear any additional maintenance, repair or
replacement costs necessitated by the presence of Improvements within
the ROW, including any such costs incurred by the District.
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4. In the event of a sewer emergency caused by the proposed excavation
described above, the Owner shall provide, install, operate and remove, at
the Owner's expense, an appropriately sized bypass pump and
appurtenances.

5. An MDC inspector must be on the job site whenever work is being
performed within the ROW, and Owner shall be responsible for the cost
and expense of such inspector. Any construction of the Improvements as
well as any subsequent construction, maintenance, repair or replacement
of the Improvements shall conform to District standards and 48-hours
advance notice must be given to the District prior to commencing any such
activities within the ROW.

6. The Owner shall perform a CCTV inspection, witnessed by an MDC
inspector, of the existing sanitary sewer in the areas of the construction
upon completion of backfilling and restoration of the excavated areas. The
videos will be delivered to the District for the purposes of assessing the
post activity condition of the sanitary sewer.

7. The Owner shall maintain the District’s standard form of insurance as
stipulated in the MDC’s most current Guidance Manual for Developers’
Permit Agreements, which insurance shall remain in force and effect during
the performance of any work with in the ROW.

Staff has reviewed this request and considers it feasible.

A formal encroachment agreement shall be executed between Gold Coast and
MDC, following the completion of the sale of the Property to Gold Coast, whereby
Gold Coast becomes the fee owner of the Property, and consistent with current
practice involving similar requests, and filed on the Town of Newington Land
Records.

It is RECOMMENDED that it be

VOTED: That the Bureau of Public Works recommends to the District
Board passage of the following resolution:

RESOLVED:  That the Chairman or Vice Chairman of the District Board be
authorized to execute an agreement, subject to approval of form and content by
District Counsel, granting permission to Gold Coast Properties CT1, LLC to
encroach upon the existing 20-foot sanitary sewer easement situated in the
Property in order to: (i) perform the work for the Improvements in connection with
the planned redevelopment of the Property as shown on plans submitted by VHB,
Proposed Hotel Development, Fenn Road & Cedar Street, Newington,
Connecticut, Utility Plan C-4 and (ii) maintain, repair and replace such
Improvements, provided that the District shall not be held liable for any cost or
damage of any kind from the present and in the following years as a result of any
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encroachment authorized hereby, and further provided that such agreement shall
not be effective until fully executed by The Metropolitan District and Gold Coast
Properties CT1, LLC, and recorded on the Newington land records. In the event
that: (i) such full execution and recording does not occur within three (3) months
of the completion of the sale of the Property to Gold Coast Properties CT1, LLC,
or (ii) such sale does not occur within one (1) year from the date of this resolution,
then such resolution shall be null and void, and of no further force and effect.

Respectfully submitted,

Jhn Wit

John S. Mirtle, Esq.
District Clerk

- FENN ROAD !
e { CONN, RTE. Mo, SR 505 ) i

13 |
| [I
|

PROPOSED HOTEL DEVELOPMENT = o T
712 CEDAR STREET

TO ILLUSTRATE SANITARY SEWER
EASEMENT ENCROACHMENT
NEWINGTON
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Mr. Michael Curley, Manager of Technical Services
The Metropolitan District

Engineering & Planning

555 Main Street

P.O. Box 800

Hartford, CT 06142-0800

Re: MDC Encroachment Permit Letter

Dear Mr. Curley

FENN ROAD ASSOCIATES, LLC ("Seller") has entered into a Purchase and Sale Agreement
With GOLD COAST PROPERTIES CT 1, LLC, ("Buyer") concerning property located at 712 Cedar
Street, Newington, Connecticut (the "Property"). The Seller and the Buyer anticipate that a closing will
occur in the near future. The Seller has given the Buyer permission to submit an encroachment permit
application to The Metropolitan District for work it will undertake in sections of the Property post-

closing.
Yours truly,

FENN ROﬂ? ASSOCIATES, LLC

By: Kéﬁb‘:}i o ) L
0

RichardHayes, Jr. f
Member %
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January 5, 2021

Ref: 42690.00

Michael Curley, PE.

Manager of Technical Services ] .
The Metrapolitan District i '
555 himin Street

P.0. Box 850

Hartford, Cannecticut 06142-0800

Re: Easement Encroachment Permit - Proposed Hotel, Cedar Street & Fenni Road, Newlngton, CT

Mr. Curley,

VHB, on behalf of Gold Coast Properties CT1, LLC is requesting the approval of an encroachiment permit
far the proposed hatel development at Cadar Street and Fenn Roed in Newington, Connecticut (Assessors
MBL: 13,/02/00).

There is an exsting 20-foot wide sanitary sewer easement in favor of the Metrapolitan District (Volurne
586 Page 71; Exception No, 11; Map Reference #6) located along the entire Cedar Street frontage. Existing
utilities within the easement include: an 8° PVC sanitary sewer main and afire hydrant with waterling
connection. The western portion of the easement is flat and eastern portion of the land within the
casament is graded at a slope of approximately 3.5:1. Layout features include existing pavement, curbing,
and a guardrail along the bottom of the eastern slope. Existing features are shown on the Alta survey Sv-1
dated October 30, 2020 prepared by VHE (included in the planset for reference).

The new hotel building is proposed to connect a new fire and domestic water line (Mew Britain Water),
gas line (CNG), and an 8° sanitary sewer line (MDC) to the respective mairs in Cedar Street. The propased
utilities will run perpendicularly through the 20-foot wide sanitary sewer easement in order to connact to
the existing mains in the Cedar Street right of way. The existing grades will remain relatively the same
within the easement, and minimal earthwork will be required for the utility installation. The disturbed
areas will receive loam and seed to prevent erosion. All proposed wtility connections have been submitted
to each utility provider and comespondence is on-gaing,

T finalize the design, we are requasting approval from the District Board for permission to do the above
sald work within the utility easement.

The following items are included to support Permit raguest:
* Sitn Plans titled “Proposed Hotel Development” dated December 28, 2020

101 Great Meadow Read
Enplmeers | Sclentists | Plannes | Designers Wathersfield, Connecticut 05109
P BEQ.ROTAR00
becileid il F BEOI724570
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Michael Curley, PE.
Ref: 42680.00
January 5, 2021
Fage 2

in addition, the contact information for the project cllent and their attormey are listed below:
Clignt:

Aaran A, Packard
Director of Development

apackard@galdeoastpremiar.com
Tak (786) T01-3584 | Cell: (316) 644-0260

Gaold Coast Properties CT1, LLC
16155 SW 117" Ave, Unit B2
Miaml, Florida 33177

Attorney:
Robin Messier Pearson
Alter & Pearson, LLC

rpearson@®alterpearson.com
Tel: (B60) 652-4042

I you have any additional questions, comments, or concems, please do not hesitate to contact me at B60-
807-4322.

Sincerely,

Vanasse Hangen Brustlin, Inc.

Rod Szwelicki, PE

On motion made by Commissioner Patel and duly seconded, the reports for
resolutions #13A “Encroachment 100 Helmsford Way, Windsor” and #13B
“Encroachment 712 Cedar Street, Newington” were received and the
resolutions adopted by unanimous vote of those present. Commissioner
Vicino abstained.

PUBLIC COMMENTS RELATIVE TO AGENDA ITEMS

No one from the public appeared to be heard.

OPPORTUNITY FOR GENERAL PUBLIC COMMENTS

Commissioner Salemi spoke regarding 30-year bonding and stated that the MDC has
considered 30 years bonds many times over the 30-plus years that he has been a
Commissioner on the District Board.
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ADJOURNMENT

The meeting was adjourned at 8:00 PM

ATTEST:

John S. Mirtle, Esq.
District Clerk Date of Approval
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