
 

 

SAWPA BUDGET MEMORANDUM 
 
 

 
DATE:  June 20, 2017 

 
TO:  SAWPA Member Agencies 

 
SUBJECT:  FYE 2018 and 2019 SAWPA Budget 
 
PREPARED BY: Karen Williams, Chief Financial Officer 

  
At the SAWPA Commission meeting today, the Commission discussed EMWD’s Staff 
Report dated June 7, 2017 regarding SAWPA’s FYE 2018 and 2019 Budget.  The following 
issues were discussed: 

 
a. Deletion of the proposed full-time Technical Grant Writer position and substitution 

with appropriate budget for contracting with a qualified consultant to provide such 
services on an as-needed basis; 

b. Clarification of the current and projected Reach V project expenditures to completion 
of the project, and the total authorized and requested budget amount for the project 
that will not be exceeded absent further approval by the Commission; and,  

c. Clarification regarding the use of any proceeds recovered through litigation and/or 
pursuit of any performance bond for reducing the State Revolving Fund (SRF) loan 
borrowing for the project or defeasing a portion of that obligation, whichever is 
appropriate based on the timing of such a recovery. 

 
The Commission discussed each issue and has taken the following actions and provided 
clarification of the adopted budget. 

 
Hiring the Technical/Grant Writer position that is included in the budget requires specific 
Commission approval, separate from the budget action, to create the position.  The 
Commission determined today that, while the adopted budget is not being changed, the 
Commission will not consider approving the position until the new General Manager has 
been hired and has an opportunity to evaluate the agency’s needs.  In the interim, staff will 
begin the RFQ/RFP process for Consulting Services for grant and technical writing, and if 
contract services are needed staff will bring a contract to the Commission for approval.  
When the contract is approved, the Commission will approve the transfer of necessary budget 
from Salaries to Consulting Services. 

 
Clarification was provided to the Commission regarding the total approved expenditures for 
the Reach V project.  The chart below shows the total amount of approved expenditure for 
the project. 
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Reach V Project Budget 
FYE Budget Amount 
2013 $211,774
2014 466,100
2015 3,443,385
2016 6,451,141
2017 6,933,517
2018 14,487,574
2019 269,167

Total Project Budget $32,262,658
 

The total approved expenditure for the Reach V Project is $32,262,658, of which 
$14,487,574 is included in FYE 2018 and $269,167 is included in FYE 2019 Budgets.  Total 
expenditures will not exceed the $32,262,658 without Commission approval. 

 
Clarification was also provided to the Commission regarding the use of any proceeds 
recovered through litigation and/or pursuit of any performance bond.  Proceeds, if any, could 
be used to reduce the State Revolving Fund (SRF) loan borrowing for the project or 
defeasing a portion of that obligation, whichever is appropriate based on the timing of such a 
recovery.  When proceeds are received this item will be brought to the Commission for 
approval. 

 
Once the budget is approved by all member agencies, staff will prepare the budget document 
that is submitted to the Government Finance Officers Association (GFOA).  This document 
will provide details regarding each one of these items and will be sent to each member 
agency. 

  
I have attached the Member Agency Contribution schedule for FYE 2018 and 2019.  Member 
Agency Contributions will not change from the budget that was adopted by the Commission 
on May 16, 2017. 

 
Attachments: 

1. EMWD June 7, 2017 Staff Report 
2. FYE 2018 and 2019 Member Agency Contribution Schedule 

 
 
 
 



 

ACTION 
 

2834 

Board of Directors 
June 7, 2017 
 
 
SUBJECT: 

Santa Ana Watershed Project Authority (SAWPA) Budget for Fiscal Years 2018 and 2019 

BACKGROUND: 

The Santa Ana Watershed Project Authority (SAWPA) is a joint powers authority comprised of 
five member agencies including Western Municipal Water District (WMWD), San Bernardino 
Valley Municipal Water District (SBVMWD), Orange County Water District (OCWD), Inland 
Empire Utilities Agency (IEUA), and Eastern Municipal Water District (EMWD) (collectively the 
Member Agencies).  Every two years, SAWPA develops a biennial budget for its ongoing 
operations and capital program.  
 
At the May 16, 2017, SAWPA Commission meeting, by majority vote of its Commission, SAWPA 
adopted its proposed Fiscal Years 2018 and 2019 general budget (FY18/19 budget) and directed 
that the FY 18/19 budget be sent out to the Member Agencies for approval in accordance with 
the SAWPA Joint Exercise of Powers Agreement (JPA agreement).  The JPA requires that final 
approval of each general budget, as adopted by the SAWPA Commission, be approved by each 
and every one of its Member Agencies before it can be deemed effective.  Section 25 of the JPA 
addresses the budget approval process, as follows:  
 

25. “Approval of General Budget.  Each general budget adopted by the Commission must 
be approved and shall be deemed effective upon the receipt by the Agency [SAWPA] of 
certified copies of approving resolutions or minute orders by the governing bodies of 
each of the members of the Agency.  Until such time as said formal approval has been 
received from each and every member of the Agency, said budget shall constitute merely 
a proposed budget, subject to consideration or revisions.” 

 
As noted in Section 25, Member Agency approval is provided in the form of a resolution 
adopted by its governing board.  Attached as Exhibit A is a draft resolution for the Board’s 
consideration and approval of the SAWPA FY18/19 budget, if so desired.   
 
In the event that SAWPA’s proposed general budget does not receive all Member Agencies’ 
approvals, the proposed budget is to be returned to the Commission for restudy and revision.  
Until such time the budget is approved by all Member Agencies, SAWPA will continue to 
operate within expenditures as authorized in its last approved general budget, as stated in JPA 
agreement Section 28: 
 

28. “Failure to Approve General Budget.  If any member fails or refuses to approve any 
general budget of the Agency [SAWPA], said budget shall be returned to the Commission 
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for restudy and revision.  In the event a budget acceptable to all of the members is not 
obtained prior to the start of the fiscal year, the Agency may continue to operate at the 
level of expenditure authorized by the last approved general budget and the member 
shall be obligated to fund such operations.” 

 
SAWPA Budget 
 
As a Member Agency, EMWD has worked closely with SAWPA and its other Member Agencies 
in the review and development of SAWPA’s proposed FY18/19 budget.  Generally, EMWD is 
supportive of the budget as proposed, with the exception of the following two specific items: 
 

1. Addition of a Technical Grant Writer position 
2. Clarification regarding the proposed capital budget for the Brine Line Reach V Repair 

project 
 
Technical Grant Writer Position.  Throughout the budget deliberations, EMWD has continued 
to express reservations and concerns with SAWPA’s proposed addition of a Technical Grant 
Writer position.  Rather than employing an additional full-time position with all the added 
required benefits and associated general overhead costs, EMWD has continued to promote an 
alternative option of contracting with an outside consultant as needed for any required 
technical grant writing services.  Technical grant writing is a service that is offered by many 
qualified consultants and which EMWD has availed itself of on many occasions with great 
success.  We believe budgeting and contracting for these services as needed by SAWPA will in 
the long-run provide more flexibility to accommodate varying workloads and will ultimately be 
a more cost effective alternative than hiring a new full-time position with fully burdened 
benefits. 
 
Brine Line Reach V Repair Project.  Over the last year, EMWD has expressed significant concern 
with regards to the cost and execution of the Brine Line Reach V Repair (Reach-V) project.  
Since award of the initial construction contract in late 2014, subsequent construction litigation, 
contract termination, and re-award of the construction contract has resulted in more than 
doubling the estimated cost of the project.  The most recent projection of total project costs to 
complete the Reach-V project, as presented by SAWPA staff to its Commission on March 21, 
2017, is currently estimated at $31,359,074. 
 
Due to what was considered to be an excessively high cost for the project, as well as the 
appropriateness of the pipeline repair method, EMWD opposed the sole source re-award of the 
Reach-V project to the current contractor, Weka.  However, given the current status of the 
ongoing construction contract and the semi-complete condition of the brine pipeline, including 
a currently active flow bypass system, staff believes it is now prudent and less financially risky 
to complete the project for the scope and cost as entered into under the current contract. 
 
SAWPA has expressed a high level of confidence that they will prevail in the ongoing contract 
litigation and believes it will ultimately be reimbursed for all costs in excess of the original 
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contract award.  However, regardless of the outcome of the litigation and potential cost 
reimbursement, it is vital that SAWPA and each of its Member Agencies understand their 
financial obligations associated with the project.   
 
SAWPA’s budget, as presented, lacks clarity regarding the ultimate estimated total cost of the 
Reach-V project, as well as any accounting of prior year expenditures or previously approved 
project budgets and/or appropriations.  Without a full accounting and identification of prior 
year appropriations and expenditures it is not possible to know the ultimate project cost 
obligations of SAWPA and whether or not any contracts executed for the implementation of the 
project are adequately supported with approved budgets. 
 
As shown in the table below, prior year capital budgets in addition to the currently proposed 
FY18/19 budgets for the Reach-V project total $35,008,634.  This would appear to provide a 
budget in excess of the anticipated total project cost by approximately $3.6 million.  Without a 
budget carry-over component and/or clear accounting of project expenditures, it is not known 
if this budget excess truly exists or if the proposed FY18/19 budget is sufficient to complete the 
project as currently forecasted.   
 
EMWD also seeks clarity that recovery, if any, from the pending litigation and/or pursuit of any 
performance bond, would be utilized to either reduce the State Revolving Fund (SRF) loan 
borrowing or defease a portion of that obligation, whichever is appropriate based upon the 
timing of such a recovery.   
 

SAWPA Capital Budget 
Reach V Repairs (Fund 326) 

  

FY 2014 1,813,286 

FY 2015 4,947,771 

FY 2016 13,415,393 

FY 2017 85,124 

Sum of Prior Year Budgets $20,261,574 

  

FY 2018 14,482,048 

FY 2019 265,012 

Sum of Prior Year plus Proposed Budgets $35,008,634 

  

 SAWPA Estimated Project Cost (1) $31,359,074 

  

Difference Between Budgets and Est. Project Cost $3,649,560 
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(1) Projected total project cost at completion as presented by staff at the March 21, 2017 SAWPA Commission 
meeting. 

 
With the Board’s concurrence, staff recommends conveying our request that the proposed 
SAWPA FY18/19 budget be amended to include retaining consultant resources rather than 
authorizing and filling the Technical Grant Writer position.  Staff also recommends requesting 
that clarifications be incorporated into the budget document regarding the Reach V project 
including: 
 

1. Current and projected Reach V project expenditures to completion; 
2. The total authorized budget amount for the project including the cumulative total of 

previously authorized and currently requested budget authorizations; and 
3. The use of any proceeds recovered from litigation and/or any performance bond to 

reduce the State Revolving Fund (SRF) loan borrowing or defease a portion of that 
obligation.  
 

Compliance with the SAWPA JPA agreement 
 
A much greater concern associated with the approval and adoption of SAWPA’s proposed 
budget is the fact that SAWPA is not operating in compliance with the terms of JPA agreement 
regarding Project Agreements, Project Committees, and provisions for voting and approvals on 
projects and other matters that would result in financial obligations on the part of Member 
Agencies.  This has been a long-standing issue that EMWD and Orange County Water District 
(OCWD) have attempted to address on numerous occasions with SAWPA at its Commission and 
other meetings, as well as in many formal written communications, including the most recently 
attached letter to SAWPA dated May 15, 2017, jointly prepared by EMWD and OCWD (Exhibit 
B). 
 
In this most recent letter to SAWPA, EMWD and OCWD made clear that absent the SAWPA 
Commission’s acknowledgement of the concerns associated with compliance with the JPA 
agreement and agreement to establish a process and schedule to resolve these concerns, the 
fiduciary responsibilities of our respective agencies would preclude us from taking action on the 
FY 18/19 budget. Although some progress has been made on this item, EMWD’s and OCWD’s 
concerns have not yet been fully addressed. 
 
For these reasons, staff recommends that SAWPA’s biennial FY18/19 budget not be approved 
by the EMWD Board at this time and be returned to SAWPA for resolution of the items 
described herein. 
 
FINANCIAL IMPACT: 

The SAWPA Member Agency Contribution in the amount of $290,000 and $295,000 is included 
within the District’s Proposed Fiscal Year 2017-18 and Fiscal Year 2018-19 Budget, respectively.   
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STRATEGIC PLANNING GOAL/OBJECTIVE: 

Ensure financial stability and demonstrate responsible stewardship of public funds. 
 
ENVIRONMENTAL IMPACT: 

None 

RECOMMENDATION: 

Staff recommends the following: 
 

1. Defer adopting a resolution of approval of SAWPA’s proposed FY 2018 and 2019 biennial 

budget and return it to SAWPA for revision, as follows: 

 
a. Deletion of the proposed full-time Technical Grant Writer position and 

substitution with appropriate budget for contracting with a qualified consultant 

to provide such services on an as needed basis; 

b. Clarification of the current and projected Reach V project expenditures to completion 

of the project, and the total authorized and requested budget amount for the project  

that will not be exceeded absent further approval by the Commission; and 

c. Clarification regarding the use of any proceeds recovered through litigation 

and/or pursuit of any performance bond for reducing the State Revolving Fund 

(SRF) loan borrowing for the project or defeasing a portion of that obligation, 

whichever is appropriate based upon the timing of such a recovery.   

 

2. Prior to taking action on the proposed SAWPA biennial budget, secure from the SAWPA 

Commission an acknowledgement of the concerns raised by EMWD and OCWD 

regarding compliance with the JPA agreement and agreement to establish a process and 

schedule to collaboratively resolve these concerns in a timely manner.   

SUBMITTED BY: 

  
 

Attachment(s): 
Exhibit A - Resolution 
Exhibit B - EMWD and OCWD SAWPA JPAA Letter 
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06/07/17 Board Meeting 
 
Staff Contact: Nick Kanetis 
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RESOLUTION NO. ____________ 
 
 

A RESOLUTION OF THE BOARD OF DIRECTORS OF THE EASTERN 
MUNICIPAL WATER DISTRICT APPROVING THE BUDGET OF THE 
SANTA ANA WATERSHED PROJECT AUTHORITY FOR THE FISCAL 
YEARS ENDING 2018 AND 2019 

 
 
WHEREAS, the Santa Ana Watershed Project Authority (SAWPA or Agency) was formed 

in 1975 pursuant to that certain Joint Exercise of Powers Agreement Creating Santa Ana 
Watershed Project Authority, as amended in 1984, 1991, 1997, 2002, and 2007 (herein 
collectively referred to as the 1975 JPA); 

 
WHEREAS, the 1975 JPA designates Eastern Municipal Water District as a member of 

the Agency (Member Agency);  
 
WHEREAS, the 1975 JPA requires approval of the SAWPA Budget by each Member 

Agency to the extent that such budget may impose any liability on said Member Agency; and 
 
WHEREAS, the 1975 JPA requires approval of such budget be evidenced by a certified 

copy of an approving resolution. 
 
NOW, THEREFORE, BE IT RESOLVED, by the Board of Directors of Eastern Municipal 

Water District. 
 
Section 1.  The Board of Directors of Eastern Municipal Water District hereby approves 

the SAWPA Budget for Fiscal Years Ending 2018 and 2019. 
 
Section 2.  The Board Secretary is hereby directed to provide SAWPA with a certified 

copy of the fully executed Resolution No. ______. 
 
Section 3.  Payment to SAWPA of Eastern Municipal Water District’s Member Agency 

contribution as set forth in Exhibit “A” attached hereto and made a part hereof is hereby 
authorized. 

 
ADOPTED this ____ day of _________, 2017. 
 
 

      EASTERN MUNICIPAL WATER DISTRICT 
 
 
      By:  _______________________________ 
       David J. Slawson, President 
 
 
      By:  _______________________________ 
       Sheila Zelaya, Board Secretary 
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Adopted Proposed Proposed
FYE 2017 FYE 2018 FYE 2019

Member Agency Contributions

Exempt from Indirect Costs Funds
SAWPA General Funds 100-00 450,000$       450,000$       450,000$       

State Lobbying 100-03 223,005$       181,154$       184,980$       

Federal Lobbying 100-04 26,302$         14,962$         15,715$         

699,307$       646,117$       650,695$       

Planning Projects
General Planning 370-01 350,000$       356,000$       356,000$       

USBR Partnership Studies 370-02 20,000$         20,000$         20,000$         

Watershed Management (OWOW) 373 300,000$       400,000$       425,000$       

SA River Fish Conservation 381 10,000$         10,000$         10,000$         

RWQ Monitoring Task Force 386 50,000$         -$                   -$                   

LESJWA Management 477 10,000$         10,000$         10,000$         

740,000$       796,000$       821,000$       

Telephone 1,439,307$    1,442,117$    1,471,695$    

Per Member Agency 287,861$       288,423$       294,339$       

MEMBER CONTRIBUTION
Summary Schedule



MEMBER CONTRIBUTION
by Agency

FYE 2018

ACTIVITY TOTAL IEUA EMWD OCWD SBVMWD WMWD

370 General Planning 356,000 71,200 71,200 71,200 71,200 71,200

370 USBR Partnership Studies 20,000 4,000 4,000 4,000 4,000 4,000

373 Watershed Management (OWOW) 400,000 80,000 80,000 80,000 80,000 80,000

381 SA River Fish Conservation 10,000 2,000 2,000 2,000 2,000 2,000

386 RWQ Monitoring Task Force 0 0 0 0 0 0

477 LESJWA Management 10,000 2,000 2,000 2,000 2,000 2,000

                        Subtotal (Planning) 796,000 159,200 159,200 159,200 159,200 159,200

State/Federal Lobbying 196,117 39,223 39,223 39,223 39,223 39,223

Commission/General Fund Costs 450,000 90,000 90,000 90,000 90,000 90,000

                        Subtotal (Administration) 646,117 129,223 129,223 129,223 129,223 129,223

Member Agency

Contributions to SAWPA 1,442,117 288,423 288,423 288,423 288,423 288,423



MEMBER CONTRIBUTION
by Agency

FYE 2019

ACTIVITY TOTAL IEUA EMWD OCWD SBVMWD WMWD

370 General Planning 356,000 71,200 71,200 71,200 71,200 71,200

370 USBR Partnership Studies 20,000 4,000 4,000 4,000 4,000 4,000

373 Watershed Management (OWOW) 425,000 85,000 85,000 85,000 85,000 85,000

381 SA River Fish Conservation 10,000 2,000 2,000 2,000 2,000 2,000

386 RWQ Monitoring Task Force 0 0 0 0 0 0

477 LESJWA Management 10,000 2,000 2,000 2,000 2,000 2,000

                        Subtotal (Planning) 821,000 164,200 164,200 164,200 164,200 164,200

State/Federal Lobbying 200,695 40,139 40,139 40,139 40,139 40,139

Commission/General Fund Costs 450,000 90,000 90,000 90,000 90,000 90,000

                        Subtotal (Administration) 650,695 130,139 130,139 130,139 130,139 130,139

Member Agency

Contributions to SAWPA 1,471,695 294,339 294,339 294,339 294,339 294,339
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