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SACRAMENTO

SUBURBAN

DISTRICT
Agenda Item: 1

Date: November 5, 2025
Subject: Calendar Year 2026 Budget Workshop

Staff Contact:  Jeffery S. Ott, Director of Finance and Administration

Recommended Board Action:

Receive presentation on the proposed Calendar Year 2026 Budget, consider adoption of Calendar
Year 2026 Budget or direct staff as appropriate. Approve recommended changes to District
Reserve Policy (PL — Fin 004).

Summary:

Attached is staff’s proposed Calendar Year 2026 (CY2026) Budget (Budget) for review,
discussion and potential adoption. With the reorganization of the former Del Paso Manor Water
District (DPMWD) into the Sacramento Suburban Water District (District) that occurred on July
1, 2025, staff have combined the two districts’ rate study assumptions into this combined Budget.
This version of the Budget is generally in line with the District’s 2024 Comprehensive Water Rate
Study (2024 Study), that was approved by the Board at a Public Hearing, held on October 14,
2024, to approve the proposed rate adjustments for the years 2025-2029 and the former DPMWD’s
2023 Water Rate Study (2023 Study) that was approved by their Board at a Public Hearing, held
on September 18, 2023, to approve proposed rate adjustments for the Fiscal Years 2024-2028. The
District’s 2024 Study presented a financial model of the amount in District assigned reserves to be
maintained at the completion of each calendar year in the study horizon (2025-2029) as did the
former DPMWD’s 2023 Study for the periods 2024—-2028. As the former DPMWD was on a June
30 Fiscal Year, staff have adjusted the 2023 Study annual balances to coincide with the District’s
December 31 Fiscal Year. A combined financial model has been prepared for comparison and for
budget development purposes.

There are a few minor deviations in this Budget from the combined 2023 Study and District 2024
Study financial plan (Combined Plan). There are five primary deviations that exist between the
Combined Plan and the CY2026 budget: 1) The proposed CY2026 Budget Total Revenues ($66.0
million) are greater than the Combined Plan Total Revenues ($64.7 million) primarily due to better
projected returns on reserves; 2) The former DPMWD was to obtain a $9.4 million dollar loan to
fund capital improvements outlined in their 2023 Study. However, with the planned and eventual
reorganization into SSWD, that loan was never obtained. This has affected the planned assigned
reserve balances for the former DPMWD in the Combined Plan. 3) the proposed Operating Budget
for 2026 is $32.6 million versus the Combined Plan of $32.0 million; 4) the proposed Capital
Budget for 2026 of $22.5 million against the Combined Plan of $23.2 million, and 5) The
Combined Plan assigned reserve contribution of $1.7 million versus the budget forecast assigned
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reserve contribution of $3.6 million. Estimated 2026 revenues, expenditures and assigned reserve
balances from the Study versus those included in the attached proposed budget compare as follows:

Description 2026 Per Rate Study 2026 Proposed Budget
Revenue from Customers $ 63,250,000 $ 63,499,000
Other Revenue 1,432,000 2,551,000
Total Revenue 64,682,000 66,050,000
Operating Expenses 32,012,000 32,607,000
Capital 23,155,000 22,518,000
Debt Service 7,860,000 7,315,000
Total Expenditures 63,027,000 62,440,000
Surplus/(Deficit) 1,655,000 3,610,000
Variance -0- -0-
2026 Budgeted Assigned
Reserve Balance $ 51,558,000 51,337,000
2026 Combined Study Plan 53,763,000 53,763,000
Variance (2,205,000) (2,426,000)

The increase in the forecasted Other Revenues ($1.1 million) for the CY2026 Budget from the
Combined Plan is related to an increase in projected interest earnings on invested funds of
approximately $1.4 million. The increase in the proposed 2026 Operating Budget over the
Combined Plan projection ($0.6 million) is mostly related to increased salary and benefit costs,
licenses & permit fees, and insurance offset by a decrease in production costs. The decrease in the
proposed Capital Budget of $0.4 million is primarily related to a decrease in the planned capital
expenditures from the 2023 Study ($0.7 million) due to timing of proposed capital improvement
expenditures in the updated 2023 Study relating to fiscal year end change. Staff will discuss in
their presentation the forecasted CY2026 Capital Budget details. The Debt Service budget
difference of approximately $0.5 million is due to the former DPMWD not obtaining the loan
mentioned above which would have increased the debt service funding requirements. The forecast
for assigned reserves at the end of 2026 indicates that the District will be approximately $2.2
million short of its planned assigned reserve target of $53.8 million, as established through the
Combined Plan.

Background:

Calendar Year 2025 was the first year of the District’s 2024 Study horizon (2025 — 2029) and the
second year of the 2023 Study horizon (2024 — 2028). The 2024 Study recommended, and the
Board approved several revisions to the District’s Reserve Policy (PL — Fin 004). These changes
included: 1) lower calculation parameters for the assigned fund categories Capital Asset Reserve
Fund and Operating Reserve Fund, and 2) the creation of two committed funds, the Well
Development Fund and the Main Replacement Fund. The committed funds have no target values
and are maintained at the Board’s discretion. The District started the 2025 — 2026 rate study
horizon with approximately $56.8 million in total reserves (committed and assigned) of which $3.8
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million was committed Well Development Funds for an assigned reserve balance of $53.0 million
compared to the 2019 Study target of $51.2 million. The 2024 Study assumed a CY 2025 beginning
assigned reserve balance of $47.7 million based on the new assigned reserve target levels. The
difference, $5.3 million, was budgeted to be used as additional funding for the CY2025 budget. At
the time of the reorganization of the former DPMWD into the District, the former DPMWD had
approximately $2.2 million in assigned reserves. The former DPMWD assigned reserves will be
tracked separately from those of the District until such time as the Board determines to fully
combine all financial information.

As was the process with the 2019 Study, each budget prepared during the 2024 Study horizon
(2025-2029) will be compared to the Combined Plan financial model. While actual results will
vary from the Combined Plan assumptions, each annual budget will be compared to the Combined
Plan data to establish general conformance with both the 2023 Study and the District 2024 Study
plans’ assigned reserve projections.

Discussion:

Staff will present and review with the Board the proposed CY2026 Budget. The CY2026 Budget
(revenues and sources of funds, capital, operating, and debt service) is presented in the following
order in the attached PowerPoint presentation:

Introduction and Budget Process

2026 Key Assumptions

2025 Highlights and 2026 Goals

Proposed 2026 Budget

Total Revenue, Expense and Reserve Balance Analysis
Capital Budget

Operating Budget

Debt Service Budget

N~ wWNE

As required by the District’s Budget Policy (PL Fin-012), the proposed CY2026 Budget is
balanced (revenues and sources equaling expenditures) with approximately $3.6 million of
planned assigned reserve contribution anticipated. The assigned reserve balance is projected to be
$48.2 million at the end of 2025 versus $52.1 million per the Combined Plan. Most of this variance
of approximately $3.9 million is related to the 2023 Study projected Del Paso Manor Service
Area’s assigned reserve balance of $3.8 million versus the 2025 budgeted projected balance of
$1.4 million. This difference will decrease in the future periods. There is also projected at the end
of 2025 approximately $11.3 million in committed Well Development Funds available for
spending at the Board’s discretion. If the proposed 2025 customer water rate increase is
implemented as recommended by the 2024 Study and approved at the October 14, 2024, Rate
Hearing, forecasted assigned reserves will be approximately $2.4 million below the Combined
Plan target ($53.8 million).

Staff are also presenting for Board consideration a change to the District’s Reserve Policy (Pl -
Fin 004). Staff are recommending to reduce the Rate Stabilization Reserve calculation parameter
from 40% of usage revenue to 30% of usage revenue. Staff are recommending this reduction based
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on two factors: 1) The 2024 Study approved a Water Conservation Surcharge that could be applied
to customer bills to help offset significant reductions in demand from drought or other mandated
demand reductions. The annual exposure before the surcharge would take effect is approximately
$1.0 million in revenue, and 2) budgeting for surface water at an amount lower than the take-or-
pay amount leaves the District exposed to potential lack of funds to pay for the contracted amount
of surface water. This 10 percent reduction will reduce the Rate Stabilization Reserve funding
amount by approximately $1.8 million.

Fiscal Impact:

If adopted as presented, the 2026 Operating Budget would be approximately $32.6 million; the
2026 Capital Budget would be approximately $22.5 million, and the 2026 Debt Service Budget
would be approximately $7.3 million. The total of all three budgets would be approximately $62.4
million. Revenues are projected to be approximately $66.0 million (if customer rate increases per
the 2024 Study are implemented) with approximately $3.6 million in assigned reserve
contribution. Assigned reserves and committed reserves are projected to be approximately $51.3
million and $11.7 million, respectively, at the end of 2025.

Reducing the Rate Stabilization Reserve fund calculation from 40% to 30% of usage revenues
would reduce assigned reserve targets by approximately $1.8 million.

Strategic Plan Alignment:

Goal A: Provide a High Quality Reliable Water Supply by Ensuring it is Sustainable, Clean
and Safe.
Goal C: Ensure Fiscal Responsibility and Affordable Rates.
Attachments:
1. 2026 Budget
2. 2026 Budget Workshop Presentation
3. Reserve Policy (PL — Fin 004)
4. Budget Policy (PL — Fin 012)



2026 BUDGET

Attachment 1

Revenues and Sources of Funds Budget 2026 Budget
Revenue from Customers $ 63,499,000
Other Revenue 2,551,000
Grant Revenue -
Total 2026 Revenue $ 66,050,000
[Reserve Use E -
[Total 2026 Revenues and Sources [s 66,050,000 |
Operating Budget 2026 Budget

Board of Directors Total $ 215,000
Administrative Total 3,944,000
Finance Total 1,768,000
Customer Services Total 1,852,000
Field Operation Total 765,000
Production Total 10,062,000
Distribution Total 3,827,000
Field Services Total 1,939,000
Maintenance Total 946,000
Conservation Total 967,000
Environmental Compliance Total 1,285,000
Engineering Total 2,227,000
GIS/CAD Total 486,000
Human Resource Total 591,000
Information Technology Services Total 1,463,000
Community Outreach Total 270,000
Total Operating Budget $ 32,607,000
Capital Budget 2026 Budget

Capital Improvement Program (CIP)

Dist. Main Replacement $ 6,666,000
Well Replacement 4,350,000
Well Rehab. And Related Capital Costs 4,691,000
Other Re-occurring Annual Capital Costs 2,025,000
Reservoir and Booster P.S. 424,000
Well Development Funding -
DPMSA CIP Projects 1,564,000

CIP Subtotal | $ 19,720,000

Operating Capital Program (OCP)

Operations $ 666,000
Vehicles/Fleet/Equipment 263,000
Information Technology 657,000
Property Acquisition 100,000
Maintenance 967,000
DPMSA OCP Projects 145,000

OCP Subtotal | $ 2,798,000

Total Capital Budget $ 22,518,000
[Debt Service Budget E 7,315,000 |
[Total 2026 Costs [$ 62,440,000 |
|Reserve Funding E 3,610,000 |




Attachment 1
Capital Improvement Program (CIP) - Multi-Year Project Budget

Butterball MRA

YEAR Well 85 Well 86 5B Total Costs
Actual 2024 330,000 - 253,000 583,000
Projected 2025 3,260,000 200,000 100,000 3,560,000
Budget* 2026* 550,000 3,800,000 356,000 4,706,000
Forecast 2027 2,847,000 450,000 - 3,297,000
Forecast 2028 2,273,000 2,345,000 100,000 4,718,000
Forecast 2029 500,000 2,345,000 13,400,000 16,245,000
Forecast 2030 - 545,000 13,700,000 14,245,000
Forecast 2031 - - 17,000,000 17,000,000
9,760,000 9,685,000 44,909,000 64,354,000

* Calendar Year 2026 approved spending limit and included in total 2026 Capital Budget




Attachment 1

Capital Improvement Program (CIP) Project

2026

2027

Dist. Main Replacement

Main Replacement - Butterball, MRA 5B - Alternatives Analysis & Design

X

Main Replacement - MBP Dudley/Peacekeeper (construction)

Main Replacement - Auburn/Fulton(construction)

Main Replacement - Loehmann's Plaza Main Extension

Main Improvement - Small Distribution System Improvement Projects

Corrosion Control - Cathodic Protection for existing transmission mains

XX [X[X

Well Replacement

Well #85 (Auburn Yard Site) - Groundwater Well & Pump Station

Well #86 (Site TBD) - Groundwater Well & Pump Station

XX

XX

Well Rehab. And Related Capital Costs

Well Rehabilitation/Repair/Upgrade - KPM Projects - Labor Contract

Well Rehabilitation/Repair/Upgrade - KPM Projects - Non-Labor Costs

XX

Well N6A - Condition assessment and Rehabilitation

Booster Pump Maintenance/Repairs - Inspect 10 Booster Pumps/Year

XXX ([X

Well N20 - Pump Station Upgrade Design

Well 32A Pump Station Improvements

Well 71 - Condition assessment fo the pump station

Well Destruction - Destruction plans for 17 wells

XX [X|[X

Reservoir and Booster P.S.

Hydropneumatic Tanks (2 per year) - Interior Re-coating

Reservoirs/Tanks Annual Repairs/Modifications As Needed

Antelope Reservoir - Re-coating Design & Construction

XXX

Enterprise Reservoirs - Re-coating Design & Specifications

Walnut Tank - Demo Plan

Capehart Tank - Demo Plan

McClellan Tank 216 - Demo Plan

XX XXX XX

Other Re-occurring Annual Capital Costs

Adjust valves boxes for County/City paving projects

Replace valves, hydrants and services that outlived their useful life

Replace water meters that outlived their useful life

Replace obsolete large services (>3")

Right of way/easement acquisitions (contingency)

XXX [X]X

Marconi Trash Enclosure

Antelope Yard Soundwall

XXX XXX X

DPMSA Projects

Area 2D Main Replacement

Meter and Service Upgrades

HP Tank Replacements (2)

Well Rehabilitation/Repair/Upgrade - KPM Projects - Labor Contract

Well Rehabilitation/Repair/Upgrade - KPM Projects - Non-Labor Costs

Well 7 butano/Watt Facility Modernization

XXX XXX

XXX




Attachment 1

Operating Capital Program (OCP) Projects For 2026

2026

Operations

Hydraulic Modeling

Enterprise Reservior Operations Plan

Design Standards for New Wells and their Pump Stations

Water System Operations and Maintenance Plan

CARYV Enclosure Replacements

Tricorr Touch Correlator & Hydrophone Kit

Hydrant Buddy (3)

New Fluoride Scales for SSA (10)

Upfit New Chlorine Dosing Trailer

Concrete Around Propane Tanks at Well 79

XX XX XXX XXX X

Keller American Level Transducers

Vehicles/Fleet/Equipment

Vehicle Replacement - Truck # 67, F-150

Vehicle Replacement - Truck # 68, F-150

New Vehicle - Production Department (New Staff)

New Vehicle - Environmental Compliance Department, Ford Escape

New Vehicle - Pool Vehicle Marconi Office, Ford Escape

XX XXX

Information Technology

Hardware Refresh Program

Software Enhancements/Modules

Replace ERP System - Accounting Software

XX [X

Maintenance

Fence Installation at Parkoaks

Fence Replacement - Two Facilities

New Fence Installation - Pham Parcel

Well Sites Fence/Gate Repairs

New Facility Signs (50)

Watt Elkhorn Pavement Sealing

Marconi roof restoration

Marconi garage leak repairs

Marconi garage gate operator updates

Antelope repairs and interior painting

Antelope roof repairs and maint

Auburn Yard Improvements

Walnut Arbor Removal

Walnut carpet replacement

Walnut power extend to front gate

Walnut ice machine replacement

Walnut Gate Repairs

Walnut sewer clean out install and cleaning

XX XXX XX XX X X XXX XXX

Property Acquisitions

Property Acquisition - General Support

DPMSA Projects

DPMSA Sample Station Upgrades

DPMSA Hydraulic Modeling

DPMSA lead Copper Rule Revision Service Line Inventory

XX [X
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