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April 24, 2020

Board of Directors

Orange County Water Control &
Improvement District No. 1

460 E Bolivar

Vidor, Texas 77662

Gentlemen:

Presented for your consideration are the 2019/2020 Budget Performance Analysis and the Proposed
Fis;:al Year 2020/2021 Annual Operating Budget for the Orange Counly Water Control & Improvement
District No. 1.

Fiscal Year 2019/2020 Annual Budget Performance Analysis

As the 2019/2020 Fiscal Year comes to an end, projections of the budget figures for revenues indicate
that, once again, expectations will not be met. This will be the third year that revenues have fallen below
expectations. The 2019/2020 fiscal year has been challenging and revenues and expenditures have
been monitored closely. The budgeted revenues and expenditures for the year were $4,671,460 each for
a balanced budget. Based on actual data for the first 9 months of the fiscal year and projeclions for the
remaining three months, revenues will come in at approximately $4,5683,342,76. As of the date of this
letter, this figure represents approximately $88,000 less than projected. | must interject here that the
$88,000 shorlfall prediction does not include projections of lost revenue that, with the COVID 19
Pandemic “Stay at Home” Orders and many businesses and schools closed, will surely ensue.

Regarding the revenue shortfall, the largest faclor is that the District currently serves approximately 117
fewer customers than it served in the past three fiscal years. It is believed the loss of customers is due to
hoth tropical storm flood events, Harvey and Imelda. Many homes have slill not bsen restored.
Households throughout the District are continuing to experience financial distress and are using less
water than prior {aars and, now with the current Orders, we can most assuredly expect water sales to be
down throughout the remainder of this Pandemic and revenues will follow suit.

On the expense side of the budget, the District experienced cost overruns in more than half of the line
it?m cc?‘tegories. The top seven major factors affecting the overrun in expenditures and some discussion
of each are:

1. Salaries and Wages (Account #5101) and Payroll Expenses (Account #'s 5104 & 5110) was the
largest category of expense overrun at approximately $98,446.67. There was a time during this
fiscal year that the District employed a total of 39 employees, lwo more than was budgeted. The
addilional manpower was needed for increased effort in I/l Reductlion, including the Sewer
Service Line Replacement Grant Project. Through atlrition, the District now employs 32
employess. For the upcoming fiscal year, we have budgeted to replace two of the seven
employees who have left employment. We can operate with less staff as the Vidor Grant Project
for the replacement of sewer service yard lines has now been completed. The closure of this
Grant Project resuited in the need for at least one less crew (2 employeaes). Another point that |
must make is the loss of the former General Manager. When | became General Manager, we
were able to restructure some of my ?revious duties with staff already in place, therefore,
eliminating the need to hire any additional personnal.

2. The Wastewater Collection System — Upgrades and Maintenance Account {Account #5132-G)
expense line item overran by approximately $15,930.00. Much of the overrun is related to pump
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replacements at several lift stations wilh an average cost of $4,550.00 each. The replacement
cost of these pumps totaled approximately $27,300 of the budgeted $45,000, more than % of the
allowance allocated for this account.

3. Contracts — Office Maintenance (Account # 5137) expense line item overran by approximately
$10,700.00. Much of this overrun can be contributed direclly to cost increase in contracts.

4. Office Expense — General SAccoun! #5152) expense line item is projected to overrun the budget
predictions by approximately $10,000.00. Reasons for the cost overruns in this account is simply
cost of supplies has risen more than predicted.

5. Prinling and Legal Notices (Account #5158) expense line item overran budget predictions by
$8,000.00. The overrun can be contributed to the cost of the TTHM quarterly notifications as
required by TCEQ until TTHM levels comply and to the cost of mailouts regarding the Vidor
Sewer Service Yard Line Replacement Grant Project. A decrease in cost should be recognized
next year as the Vidor Sewer Service Yard Line Replacement Grant Project in now complete.

6. Tools, Small/Other Equipment (Account #5181) expense line item overruns can only be
contributed to inflation cosls of materials needed.

7. Office Equipment & Software (Account #5184) expense line item overrun was due to the need for
a Trimble 10-Tablet and a new recelver kit in conjunction with the upgrades to the meter reading
soflware program. | have hudgeted an increass to this line item by approximately double from
last year's budget as the District's dependence on technology increases. Examples: Scada
system, meter reading system, hilling system, etc.

The budget line items discussed above represent the largest cost overruns. There were a few others that
overran to a smaller degree, and, of course, many line items that did not exceed the budget at all, some
coming in below budget projections.

District staff has reviewed the budget performance in great detail to identify the factors that led to the
Brojected $88,000+ underperformance of the 2019/2020 budget, to make corrective changes in the

istrict's operations, and to develop the proposed budget for Fiscal Year 2020/2021. The recovery from
Tropical Storms Harvey and Imelda flooding has continued to effect Water District operations. And, at
this time, there is no way to accurately predicate the effects the COVID 19 shutdown will have on Dislrict
revenues. While we know that some of the increased costs of operations is the result of the floods, we
cannot predict how long these negative effects will persist. We believe that our cost of operation will
conlinue to be higher than we had expsrienced prior to both flood events. Costs of materials have
increased sharply in the last three years, and it is suspscted that they will not drop back to previous
levels. Inflation, which has been calculated for the 2019-2020 fiscal year is up by 2.73%, the C{Jrojected
highest inflation rate since 2011. With the three unpredictable events affacting revenues, and inflation
costs affecting expenditures, projecting a balanced budget has become quite a challenge.

Proposed Fiscal Year 2020-2021 Annual Operating Budget

Using all available historical income and expense data, the District’s staff has developed a proposed
budget that predicts $4,729,200 in spending (Including the Revenue Note) and a need for $4,729,200 in
revenues (o balance the budget as shown in the charts and tables in this document. As noted above, the
District’s sales of water and sewer services are down from Iprevious years and we will, in all probability,
continue to see a drop in sales throughout the remainder of the 2019-2020 fiscal year and into the 2020-
2021 fiscal year. To balance the 2020-2021 hudget a rate increase for water and sewer ulilities will be
necessary. The figures presented in this budget represent a 4% increase in the minimum charge of
$31.18 to $32.43 and a $.02 increase in the walter and sewer rates respectively, up from $.31 to $.33 per

100 gallons of water used.

Thiank you for W the 2020-2021 Proposed Budgst,

Chris Serres
General Manager
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ORANGE COUNTY WATER CONTROL & IMPROVEMENT DISTRICT NO. 1
ORGANIZATION CHART - 2019/2020 FISCAL YEAR

BOARD OF DIRECYORS

Roberl Viator, Sr., Frank Inzer, Tim
Beard, Trey Haney & Guy Groves

GENERAL MANAGER |

_ Ghrls Serres
OPERATIONS MANAGER l OFFICE MANAGER l
|
David LeJune, Qperator | B JatonSondis |
ADMINISTRATIVE E
ASSISTANT ADMINISTRATIVE |
= - ASSISTANT BILLING SUPERVISOR
Peggy Jackson i
Donna Mycrs Shafry Simon
FIELD SUPERVISOR/ |
SPECIAL PROJECTS |
. IMANAGER f
| =
David Carpenler !
INFLOW ARD
INFILTRATION
(1&1) CREVY B
David Rabin
John Paul Rebin |
Jelt Adams !

PURCHASING/
WAREHOUSEMAN

Eric Simon
JDJohnson

VWATERS
VIASTEV/ATER
MECHANICAL
MAINTENANCE

Tex Roark, Operator

VIATER!
WASTEV/ATER UTILITIES

Allan Linscomb, Operalor
Trent Pillow, Operalor
Gilbert Smith
Brandon Robinson
Chance Whilmer
Jake Peevey
Jesse Salazar |
David Broussard
Brad Bullis
Kurt Sellers
Dalton Ross
Trent Croak

WASTEWATER
TREATMERT PLANT

Rayford Ackley,
Chief Qperator
Stephen LeJune, Operalor
Gary Stanley 1
Micah Presloy |

METER READERS

Gindy Shafer
Charles Haillield

CUSTOMER SERVICE

Kim Roark
Jen Roark
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