YORBA
LINDA

Water District

2021 Rate Study Report
Report / April 6, 2021

= RAFTELIS

LV4M® Yorba Linda
Ao 8 Water District






= RAFTELIS

April 6, 2021

Mrs. Delia Lugo

Finance Manager

Yorba Linda Water District
1717 E Miraloma Ave
Placentia, CA 92870

Subject: Yorba Linda Water District 2021 Rate Study Report
Dear Mrs. Lugo:

Raftelis is pleased to provide this 2021 Rate Study Report (Study) to the Yorba Linda Water District (District) to
develop water and sewer rates in compliance with the requirements of Proposition 218 and District objectives. This
Report contains:
»  The development of a long-term financial plan for the Water and Sewer Enterprise Funds to ensure
financial sufficiency for operating and capital obligations.
» A cost-of-service analysis and the development of five-year water and sewer rates that meet the Proposition
218 requirements and District objectives.

It has been a pleasure working with you, and we thank you and the District staff for the support provided during
this Study process.

Sincerely,
RAFTELIS

Sanjay Gaur
Vice President

445 S Figueroa St, Suite 1925
Los Angeles, CA 90071

www.raftelis.com






Table of Contents

1. EXECUTIVE SUMMARY ..o 1
1.1. INTRODUCTION ...t e e 1
1.2. RESERVE POLICY ... 1
1.3. FINANCIAL PLANS L. 2
14. PROPOSED 5-YEAR WATER AND SEWER RATES ..., 4
1.5. PROPOSED WATER DROUGHT RATES ..., 6
1.6. CUSTOMER IMPACT S ..t e e e 6
2. INTRODUCTION ...t 8
2.1. BACKGROUND ...t e e 8
2.2. KEY INFORMATION USED IN THE STUDY ..o, 8
2.3. FINANCIAL PLAN ASSUMPTIONS ... 9
3. LEGAL FRAMEWORK AND RATE SETTING
METHODOLOGY ...ttt 10
3.1. CALIFORNIA CONSTITUTION - ARTICLE Xl D, SECTION 6
(PROPOSITION 218) ...iiiiiiiiee ettt e et e e et e e e e e e aa e e e e eennn s 10
3.1.1. California Constitution — Article X, SECHION 2 ...ccuiieiiiiieeee e 10
3.2. COST-BASED RATE-SETTING METHODOLOGY .....ccocvviiiiiiiiieeann, 11
4. WATER FINANCIAL PLAN AND RATES ..o, 13
4.1. WATER FINANCIAL PLAN Lo 13
4.1.1. Current Water REVENUES...........ooooiiiiiiiii 13
4.1.2. Water O&M EXPENSES .......uiiiiiiiiiiiiiiiiiiiiiiiiiii bbb 17
4.1.3. Water Capital Improvement Plan (CIP) ..........uuuuuiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiniiiieinees 20
4.1.4. WaAter DEDT SEIVICE ... .o 20
4.1.5. Status Quo Water Financial Plan ...........cooooiiiii e 20
4.1.6. Proposed Water Financial Plan..........cocoooiiiiiiii e 23

YORBA LINDA WATER DISTRICT 2021 RATE STUDY REPORT



4.2. WATER COST OF SERVICE ANALYSIS ... 25
4.2.1. [ 0T oo T o] o = 111 Y22 25
4.2.2. Water CoSt Of SErviCe ANAIYSIS .....uuuiiiiiiiiiiiiiiiiiiiiiiii e 26
4.3. WATER RATE DESIGN ....cei e 40
4.3.1. Proposed Monthly Fixed Service Charge.........cccovvveviiiiiii e 40
4.3.2. Proposed Water USE CRArges .........uuuuuuuiuiiiiiiiiiiiiiiiiiiiiiiiii e 42
4.3.3. Five Year Water Rate SChedule.......cooo i 43
4.4. WATER CUSTOMER IMPACT ANALYSIS ..o, 45
4.5. WATER DROUGHT RATE DEVELOPMENT ..o, 45
45.1. Water Shortage Stages and Purpose of Drought Rates.........ccccccceeeviiieeeveeeviiinnnnn, 45
4.5.2. Financial Impacts Of Drougnt ... 46
4.5.3. Proposed 5-year Drought RAtES..........uuuuuiiiiiiiiiiiiiiiiiiiiii e a7
d. SEWER FINANCIAL PLAN AND RATES ..o, 49
5.1. SEWER FINANCIAL PLAN e 49
5.1.1. CUITENT SEWET REVENUES ...ttt et e et e e e e aa e e eees 49
5.1.2. SEWETN O&M EXPEINSES ..uiiiiiiiiiii ettt e e e e e e e an e eanas 50
5.1.3. SEWET CIP FUNGING ... iiiiiieiie et e e e e et e e e e e e e e e e et e e e e e e 51
5.1.4. Y LT g =T o ] BT =T Y o = 51
5.1.5. Status Quo Sewer Financial Plan.........ccoooo oo 51
5.1.6. Proposed Sewer Financial Plan .............ooiiiiiiiiiiiiic e 53
5.2. SEWER COST OF SERVICE ANALYSIS ..., 56
5.2.1. determine UnitS Of SEIVICE ....cooviiiiiiiiiiiieeeeeee e 56
5.2.2. Functionalize and Allocate O&M and Capital COStS..........cceevvvviiiiiiiiieeeeeeeein, 56
5.2.3. Determine Revenue Requirement and Allocate Revenue Requirement to Cost

(670 T a1 o ToT aT=T 0 | K= PP 59
5.2.4. Calculate Sewer Unit COSt Of SEIVICE ....uuiiiiiiiiiiiiiiieiee e 60
5.2.5. Calculate Sewer Cost by Customer ClassS.......cooooivviiiiiiiiiii e 60
5.3. SEWER RATE DEVELOPMENT ..., 61
5.3.1. PropPOSEA RALES .. .coiiiiieiei e 61
5.4. SEWER CUSTOMER IMPACT ANALYSIS ..., 62

YORBA LINDA WATER DISTRICT 2021 RATE STUDY REPORT



List of Tables

Table 1-1: DIiStriCt'S RESEIVE POIICY ...ttt e e e e e e et e e e e e e e e eaaaaeeeannnneeneees 2
Table 1-2: Proposed Annual Revenue Adjustments for Water, Sewer FUNAS ........cccoooiiiiiiiiiee e 2
Table 1-3: Proposed FIVe-Year SEWEr RALES ........ccuiiiiiiiiie ettt e e e neees 4
Table 1-4: Proposed Five-Year Monthly Water RAteS.........cuuuiiiiiiiiiiiiieiiee e e e 5
Table 1-5: Proposed Water DrOUGNT RALES .....c.coiiiiiiiiiieee ettt e e e e e e e e e e e e s s eeeeeeeesnnnneeeeees 6
Table 1-6: Sewer Monthly incremental Customer IMpact ANAlYSIS ....uuvviivieeiiiiiieee e 7
Table 2-1: Inflationary ASSUMPTIONS ...oouuiiieiiiiiie ettt e e ettt e e e e et e e e esbe e e e e anbeeeeeeneeeeeeannees 9
Table 4-1: Current Water Monthly Charges and Number of Water Meters ..........cccccoviiieiiiie e 14
Table 4-2: Current Private Fire Service Charges and Number of Private Firelines ...........ccccccoiiiinnnnn 14
Table 4-3: Current PFAS Fees and Number of Water MEeters ..o 15
Table 4-4: Current Water Volumetric Charge and Projected Water US€ ........ccoooiciiiiiieeeeeeiiiiiieeee e 15
Table 4-5: Revenues from Current Water RaAte€S SUMMAIY ........uuiiiieeiiiiiiiiieiee e e e eesiiieeeeeeeeesssnneeeneeeeeeannnnnes 16
Table 4-6: Projected Revenues for Water Fund (Without Revenue Adjustments).....ccccccoeccvvieeeeeeeeeiinns 16
Table 4-7 Projected Water Sales and Water Purchases by Source of Water SUpply .....cccocoeeeiiiiiennnnn 17
Table 4-8: Projected Water SUPPIY COSES .ottt e et e e et e e e e st e e e s enaeeeeennnees 18
Table 4-9: Projected Water O&M EXPENSES .....ouii ittt ettt e et e e e st e e e s abaeee e anseeeeannnees 19
Table 4-10: Status QUO Water FINANCIAl PIaN ......c.uiiiiiiiie et 21
Table 4-11: Proposed Annual Water Revenue AdJUSTMENTS .....oviiiieiiiiiiiiiie e e eesiieeee e e e e e s ereeeeee e e e e ennnes 23
Table 4-12: Proposed Water FINANCIal PIAN ........occuiiiiiiiie et e s e e e e e e e e snnreeeeeeeeeeennnnes 25
Table 4-13: FY 2021 ReVENUE REQUITEIMENT.....cciiiiiiiieiee e e e e ettt e e e e e e s e e e e e e e e s snnseeeeeeeeesssnnnssenneeaeeesannnes 27
Table 4-14: Water System PeakKing FACIOIS ......cii ittt e e s e e e e neees 28
Table 4-15: Allocation of Extra Capacity Functional Costs to Cost Causation Categories..................... 29
Table 4-16: Water USAge PEaAKINQ .....oiiiiiiiee ittt e e et e e e et e e e e enbe e e e e anteeeeeennseeeeeannees 29
Table 4-17: O&M and Capital Allocation to Cost Causation COmMPONENtS.......ccocceeeeriiieeeriiieee e 30
Table 4-18: Functionalized Water Capital ASSELS .....uuuiiiieiiiiiiiiiiiie et e e e e e e e e e e e s e ssnreeereaeeeannnnne 30
Table 4-19: Percent Allocation of Salary Related Expenses to Cost Causation Components................ 31
Table 4-20: Dollar Allocation of Salaries and Benefits to Cost Causation Components .........ccccceeeeennes 31
Table 4-21: Allocation of O&M Costs to Cost Causation COMPONENTS .....cccuiieriiiiieeeiiiee e 32
Table 4-22: Asset Allocation to Cost Causation COMPONENTS ......ueiiiiiiiiieeiiiee e 32
Table 4-23: Allocation of Revenue Requirement to Cost Causation COmMpoNents........ccceeceeeeeeiiieeennnne. 34
Table 4-24: Summary Revenue Requirement Allocated to Cost Causation Components.......cccccceeeenees 35
Table 4-25: General COSt REAIOCATION .....cciiuiiiii e 35
Table 4-26: FY 2021 Allocated Revenue Requirements after General Cost Reallocation..........c...ccco..... 36
Table 4-27: Public and Private Fire DEMANTS ......c.ueiiiiiiiieiiie et 36
Table 4-28: Allocation of Peaking Costs t0 Fire ProteCtion........occcviiiiiiieiiiie e 37
Table 4-29: Reallocated FY 2021 Revenue REeQUITEMENTS .......cooiiiiiieiiiiiie e 37
Table 4-30: Meter Ratios and Equivalent Meter UNits ... 38
Table 4-31: FY 2021 Unit Cost of Service CalCUlatiONS .......ccuuiiiiiiiiiieiiieee e 39
Table 4-32: Development of Unit Monthly Fixed Service Charge ........cccovveiieeeiiiiiiiiiieee e 40
Table 4-33: FY 2021 Revised Monthly Fixed Service Charges before Proposed Revenue Adjustment. 40
Table 4-34: FY 2021 COS Monthly Fixed Service CRarges ......ccoceeeeiiiiiiiiiiee e et a e e e e e 41
Table 4-35: FY 2021 COS Capital FINANCE ChargesS .......oiiuiieiiii ittt 41
Table 4-36: Development of Private Fire Service Charges ..o 42
Table 4-37: FY 2021 Private Fire Charges before Proposed Revenue Adjustment ..........cccocoeeiieeiineene 42
Table 4-38: Water Use Cost Component DeSCHIPLIONS ......ciiciiiiiiie e e e e e e e e e e e e e e e e nanes 43
Table 4-39: FY 2021 Revised COS Water USage RaAE .........ccuviiiiiiie et e e e e e e e e e 43
Table 4-40: Revised FY 2021 Water Usage Rates (Before Revenue Adjustments)........ccccccccvvveeeeeeeieenns 43

YORBA LINDA WATER DISTRICT

2021 RATE STUDY REPORT



Table 4-41: Five-Year Proposed Water RAtES.......cc..uviiiiiiii ittt e e e e e ea e e e e e e ennnnes 44
Table 4-42: FY 2022 Estimated Loss Revenues due to Reduced Water Sales by Stages........ccccccceeene 46
Table 4-43: FY 2022 Estimated Variable Water Supply Cost Savings Calculations ..........ccccccvveeeeriinnnns 47
Table 4-44: FY 2022 Incremental Drought Rates on Water Usage Rates ..........ooccvvvviveiieeeiciciiiiiiie e 47
Table 4-45: Proposed 5-year Incremental Drought RAtES ..........covviieiiiiiiiiiiiiee e e e 48
Table 5-1: Current DiSTrCt SEWET RATES.....c.iuiiiiiiiiiii ettt e e e 49
Table 5-2: Projected Sewer Revenues from CUurrent RAES ........occeeiiiiiiiiiiiiiiie e 50
Table 5-3: Projected CUrrent SEWEr REVENUES ........ooiiiiiiiiiiiiiie ettt e e e e neees 50
Table 5-4: Projected Sewer O&M EXPENSES ....ooii ittt ettt e et e e e e embe e e e e anne e e e e anseeeeannees 50
Table 5-5: Status Quo Sewer Financial Plan ... 52
Table 5-6: Proposed Sewer Revenue AdJUSTMENTS ... e e e e e e e e e s s nnseeeeeeeeeaennnes 53
Table 5-7: Proposed Sewer FINANCIal PIAN .......cooiiiiiiiiie ettt e e e e e e areee e e e e e e e ennnnes 55
Table 5-8: SEWET UNITS OF SOIVICE .. .uiiiiiiiii it e st e e e e e e 56
Table 5-9: Functionalization Of O&M COSES .....iiiiiiiiiie it e e e e 57
Table 5-10: Functionalization Of SEWET ASSELS ... .uiii it 57
Table 5-11: Allocations of Sewer Functions to Cost COMPONENTS .....c..eeieiiiiiiieeiiiiee e 58
Table 5-12: Allocations of Functionalized O&M Expenses to Cost COMPONENTES .....coveeeevviiiviiieieeeeesiinnns 58
Table 5-13: Allocations of Functionalized Sewer Assets to Cost COMPONENTS.......cevveeeeiiiiciiiieeeeeeeennnnns 58
Table 5-14: FY 2021 Sewer Revenue Requirement from Current District Rates .......ccccccevvvccvvieeieeeeniiinnns 59
Table 5-15: FY 2021 Revenue Requirement Allocation to Cost COMPONENtS .......ceveviiiiieiiiiieiee e 60
Table 5-16: Calculations of Sewer Unit COSt Of SEIVICE .....ccuuiiiiiiiiiie e 60
Table 5-17: Allocation of Sewer Revenue Requirements to Customer ClasSSes ........ccccceevvcieeeeiiiieeeennnn 61
Table 5-18: Revised COS Single-Family Residential Rates for FY 2021 .......cccoooiiiiiiiiiiieiiiiie e 61
Table 5-19: Revised COS Master Metered Rate for FY 2021.......ccuiiiiiiiiiiiiie e 61
Table 5-20: Proposed Commercial Sewer Rate fOr FY 2021 .......ovvii i eieeeeee e e e e 62
Table 5-21: 5-year PropoSed SEWETN RAES .....ccccii ittt e e e e e e e e e e e e e s s nnnreeneeeeeeeannne 62
Table 5-22: Revised COS Sewer CUSTOMEr IMPACTS ...veiiiiiiiiie et e s 62
Table 5-23: Impacts from PropoSed SEWEI RAES......coiuuiiiiiiiie e e e e 63
List of Figures

Figure 1-1: Water FINANCIAl PLAN ........eiie ettt e et e e e et e e e e e st e e e ennteeeeeennees 3
Figure 1-2: SeWer FINANCIAl PIAN .......ooiiie ettt e et e e ettt e e e et e e e e s nee e e e ennseeeeennnees 3
Figure 1-3: Typical Monthly Residential Customer Bill IMPacCtS .......cccoiiiiiiiiiiiiieiiiee e 6
Figure 4-1: Projected Annual Water CIP-FUNING.......c.uuiiiiiieeiiicieeee e e e e e e e e e nnraneeeaeeeas 20
Figure 4-2: Status QuUo Water FINanCial PIAN ...........ooiiiiiiiee et e e nee e e e an 23
Figure 4-3: Proposed Water FINANCIAl PIAN .......ciiiiiiiiiicc ettt e e e e e e e aeaeeeas 24
FIQUIE 4-4: COSt Of SEIVICE PrOCESS . .iiiiiiiiiie ettt ettt ettt e e ettt e e e e et e e e ateeeeeanteeeeaanteeeeeannseeaeanns 26
Figure 4-5: Typical Residential Customer Bill IMPACTS .......ccoiuiiiiiiiiiie e 45
Figure 4-6: YLWD Water CONSErvatioN STAQGES ..ccceiueiieeiiiiieeeiiiieeeeiieeeeeriieeeeesnieeeeesseeeesanseeeeaanseeeeesnseeeeanns 46
Figure 5-1: Projected Annual Sewer CIP FUNGING ...ooiitiiiiiiiiiie e 51
Figure 5-2: Status QUO Sewer FINANCial Plan ...........oociiiiiiii et eee e e 53
Figure 5-3: Proposed Sewer FINANCIal PIAN .........coooiiiiiiiiicc ettt e e e e e e e 54

YORBA LINDA WATER DISTRICT

2021 RATE STUDY REPORT



Glossary

Terms Descriptions

AF Acre foot / Acre feet

AWWA American Water Works Association

BPP Basin Pumping Percentage

CCF Hundred cubic feet = 100 cubic feet = 748 gallons
cos Cost of Service

CIP Capital Improvement Plan

DU Dwelling unit

EMU Equivalent meter unit

FY Fiscal Year ending (July 1 - June 30)

G&A General and Administrative

GPCD Gallons per capita per day

GPM Gallons per minute

M1 Manual %JVVMVCAHWL Principles of Water Rates, Fees, and Charges, 7t edition published by
MD Max day peaking factor

MFR Multi-family residential

MGD Million gallons per day

MH Max hour peaking factor

MWD Metropolitan Water District of Southern California
MWDOC Municipal Water District of Orange County
oCcwD Orange County Water District

0&M Operations and maintenance

SFR Single-family residential

T&D Transmission and Distribution
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1. Executive Summary

1.1. Introduction

In September 2020, the Yorba Linda Water District (District) engaged Raftelis to conduct a water and sewer rate
study and provide this written 2021 Rate Study Report (Report), which included the preparation of a long-term
financial plan. The District pursued a rate study to establish financially sound utilities planning and to set rates and
charges that are based on the costs to serve each customer.

The District provides water service to over 24,000 residential and commercial accounts located in the City of
Yorba Linda and portions of Brea, Anaheim, and Placentia. The District’s existing water rate structure consists of
a monthly base fee, which increases with meter size, and a uniform water usage charge based on the units of water
usage within a billing period. The existing sewer rate structure consists of a monthly base fee based on customer
class rather than meter size. In addition, Commercial accounts will have a sewer usage rate above 7 ccf each
month.

The major objectives of the Study include:

e Developing a long-term financial plan for the water and sewer utilities to ensure financial sufficiency for
the operating requirements and capital obligations of each utility

e Conducting cost-of-service analyses and designing water and sewer rates

e Developing a five-year rate schedule

e Analyzing customer impacts of the proposed rates

e Developing drought rates to offset financial loss during drought conditions

e Producing an administrative record that demonstrates the nexus between the District’s costs of service and
proposed rates to meet the requirements of Proposition 218 and District objectives.

This Report describes the long-term financial plans, rates, and customer impact analyses. For purposes of the
analysis set out in this Report, the terms “rate(s)” and “charge(s)” may be used interchangeably. Note that the Rate
Study (Study) led to the Rate Study Report (Report).

1.2. Reserve Policy

A reserve policy provides guidelines for sound financial management to maintain financial solvency and mitigate
financial risks associated with revenue instability, volatile capital costs, and emergencies. Adopting and adhering to
a sustainable reserve policy enhances financial transparency and helps achieve or maintain a certain credit rating
for future debt issues. Reserves can offset fluctuations in costs of providing services and mitigate fiscal emergencies
such as natural disasters, asset failures, pandemics, and provide stability in the case of legislative and regulatory
changes. Capital reserves set funds aside for replacement of capital assets and to fund new capital projects.
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Table 1-1 provides the District’s current reserve policy. The reserve policy affects revenue needs as this Report
seeks to achieve minimum reserve targets.

Table 1-1: District's Reserve Policy

Water FY 2021 Sewer FY 2021

Operations O&M Expenses 90 days $7.923M 90 days $763K
Capital Current FY CIP 100% $3.443M 100% $737K
Rate .
Stabilization Water Sales (WS) 5% $1.033M
Emergency Capital Assets 5% $11.486M 5% $3,006K
Conservation $104,911 $0.105M
Employee
Liability $260,554 $0.261M $45,980 $46K
MWD Assumed 100% 0
Contingency WS from MWD Mo B

FY 2021 Targets $44.308M $4.552M

1.3. Financial Plans

One of the Study’s major objectives is to develop a long-term financial plan ensuring financial sufficiency for each
utility. Raftelis developed a long-term financial plan model incorporating the known and forecasted cost increases
for operating and capital expenditures. The results were presented to and discussed with the District’s Board of
Directors. The proposed five-year revenue adjustments are shown in Table 1-2. Revenue adjustments represent
increases to the annual gross rate revenues of each utility.

Table 1-2: Proposed Annual Revenue Adjustments for Water, Sewer Funds

Fiscal Year Ending | Effective Month New Water Debt

2022 July 9% 15%
2023 July 9% 15% $15M
2024 July 9% 15%
2025 July 9% 15%
2026 July 9% 3.5%

All proposed financial plans (water and sewer) are summarized in the figures below. Figure 1-1 shows the
overview of the proposed water financial plan with four charts. The first chart (top left) shows the proposed
revenue adjustments and the debt coverage for the Water Fund as proposed in Table 1-2. The second chart (top
right) shows the financial plan in which the red line represents the current revenues, the green line represents the
proposed revenues, and the stacked bars represent the operating and capital expenses, including debt service. The
capital plan chart (bottom left) includes a new debt issue in Fiscal Year (FY) 2023 to finance several of the planned
Capital Improvement Projects (CIP) into FY 2025. The last chart (bottom right) shows the projected Water Fund
ending balances for the study period with the proposed revenue adjustments. Similarly, Figure 1-2 shows the
financial plan for the Sewer Fund.
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Figure 1-1: Water Financial Plan
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1.4. Proposed 5-Year Water and Sewer Rates

Raftelis performed a cost-of-service analysis using revenue requirements for FY 2021 (known as the test year) to
calculate fair and equitable rates where users pay rates that are proportional to their cost of service. The calculated
rates are then increased by the proposed revenue adjustments to determine the proposed rates from FY 2022
through FY 2026. Detailed cost-of-service analyses are included in Sections 4.2 and 5.2 of the Report. Table 1-3
and Table 1-4 summarize the proposed rates for the next five years for water and sewer services. Note that the
calculated numbers are rounded up to the nearest whole penny.

Table 1-3: Proposed Five-Year Sewer Rates

M"“thlycie:r"geer Senyice FY 2022 FY 2023 FY 2024 FY 2025 FY 2026

Effective Date Jul1,2021 Jull,2022 Jull,2023 Jull, 2024 Jull, 2025
Residential $8.10 $9.55 $10.99 $12.64 $14.54 $15.05
Master Metered $7.62 $9.19 $10.57 $12.16 $13.99 $14.48
Commercial $8.10 $9.55 $10.99 $12.64 $14.54 $15.05
Sewer Usage Rates (for commercial accts only)

Tier 1 (0-7 ccf) $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Tier 2 (8+ ccf) $0.52 $0.37 $0.43 $0.50 $0.58 $0.61
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Table 1-4: Proposed Five-Year Monthly Water Rates

| Fy2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026

Current Jul 1, 2021 Jul 1, 2022 Jul 1, 2023
Monthly Service Charges (by Meter Size)
5/8 $22.26 $27.65 $30.14 $32.86
3/4 $22.26 $27.65 $30.14 $32.86
1 $37.18 $43.13 $47.02 $51.26
11/2 $74.14 $81.80 $89.17 $97.20
2 $118.67 $128.21 $139.75 $152.33
3 $259.84 $275.19 $299.96 $326.96
4 $467.59 $491.77 $536.03 $584.28
6 $1,039.15 $1,242.10 $1,353.89 $1,475.75
Capital Finance Charges (by Meter Size) assessed on the Property Roll
5/8 $5.67 $6.19 $6.75
3/4 $5.67 $6.19 $6.75
1 $9.46 $10.32 $11.25
11/2 $18.91 $20.62 $22.48
2 $30.24 $32.97 $35.94
3 $66.14 $72.10 $78.59
4 $119.03 $129.75 $141.43
6 $302.31 $329.52 $359.18
Private Fire (by Fireline Diameter)
4 $16.00 $7.85 $8.56 $9.34
6 $35.00 $20.57 $22.43 $24.45
8 $59.00 $42.54 $46.37 $50.55
10 $94.00 $75.56 $82.37 $89.79
PFAS Impact Fee? (by Meter Size)
5/8 $3.40 $3.40
3/4 $3.40 $3.40
1 $5.66 $5.66
11/2 $11.32 $11.32
2 $18.12 $18.12
3 $39.66 $39.66
4 $71.40 $71.40
6 $181.32 $181.32
Water
Usage Rate $2.86 $2.64 $2.88 $3.14

($/cch)

Jul 1, 2024

$35.82
$35.82
$55.88
$105.95
$166.04
$356.39
$636.87
$1,608.57

$7.36
$7.36
$12.27
$24.51
$39.18
$85.67
$154.16
$391.51

$10.19
$26.66
$55.10
$97.88

$3.43

Jul 1, 2025

$39.05

$39.05

$60.91

$115.49
$180.99
$388.47
$694.19

$1,753.35

$8.03
$8.03
$13.38
$26.72
$42.71
$93.39
$168.04
$426.75

$11.11
$29.06
$60.06
$106.69

$3.74

! Capital Finance Charges are assessed on the property roll on an annual basis. The charges shown in Table 1-4 are
monthly. For example, in FY 2022, a 5/8” meter will be assessed at $68.04 ($5.67 x 12 months).
2 The PFAS Impact Fee will be temporarily in place from February 2021 — December 2021.
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1.5. Proposed Water Drought Rates

California has faced a water shortage in the past and may at some point soon declare a drought state of emergency
once again. In the case that drought stages become active, updated rates have been proposed to address the
reductions to the water supply, mandatory demand reductions, and to address potential revenue shortfalls that may
occur. The proposed drought rates at various stages are shown in Table 1-5. The incremental drought rates in the
table offset the revenue loss (net of water cost savings) from an overall reduction in water sales. The details of the
drought rate calculations are shown in section 4.5.

Table 1-5: Proposed Water Drought Rates

Sales /
Drought Stages SR Demand FY2022 | FY2023 | FY2024 | FY2025 | FY 2026
Description 2
Reduction

Wa;::g:age $2.64 /ccf  $2.88 /ccf  $3.14 /ccf  $3.43 /ccf  $3.74 /ccf
% Increase 9% 9% 9% 9%

No Drought No Shortage 0% $0.00 /ccf  $0.00 /ccf  $0.00 /ccf  $0.00 /ccf  $0.00 /ccf
Minimum 10%

1 Shortage $0.12 /ccf  $0.14 /cef  $0.16 /ccf  $0.18 /ccf  $0.20 /ccf
Moderate 20%

2 . $0.26 /ccf  $0.29 /cef  $0.32 /ccf  $0.35 /ccf  $0.39 /ccf

3 Severe Shortage 35% $0.55 /cef  $0.60 /ccf  $0.66 /ccf  $0.73 /ccf  $0.80 /ccf

4 Critical Shortage 50% $1.01 /ccf  $1.11 /ccf  $1.22 /ccf  $1.34 /cef  $1.47 /ccf

1.6. Customer Impacts

Figure 1-3 shows bill impacts for the typical Single-family residential (SFR) home with a 1-inch meter under the
proposed water and sewer rates. Note that the Capital Finance Charge is not reflected in the below impact as it will
be assessed on the property roll.

Figure 1-3: Typical Monthly Residential Customer Bill Impacts

Residential Water Bill Impacts Residential Water & Sewer Bill Impacts
1-inch meters incl. PFAS impact fees, excl. Capital (2022 vs Current)
$160
$160

$140

$140
$120

$100

$120
$100
$80
$60
540
$20
$0 $0

5 ccf 10 ccf 18ccf 25ccf 35ccf 5 ccf 10 ccf 18 ccf 25 cef 35ccf

[V SRV TS
N OB O ®
s 8 8 &

H Current Water Bills $57.14 $71.44 $94.32 $114.34 $142.94 = Current WS 56524 579.54 $102.42 5122.44 $151.04
m Proposed Water Bills $62.00 $75.20 $96.32 $114.80 $141.20 mProposed W+5 $71.55 $84.75 $105.87 $124.35 $150.75
Water Impact $4.86 $3.76 $2.00 50.46 174 Total W+S Impact $6.31 $5.21 $3.45 $1.91 5029

Table 1-6 shows average sewer customer bill impacts by class.
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Table 1-6: Sewer Monthly incremental Customer Impact Analysis

Monthly Rate Impacts Jul1,2021 | Jull,2022 | Jull,2023 | Jull, 2024 | Jul 1, 2025

Residential $1.45 $1.44 $1.65 $1.90 $0.51
Master Metered $1.57 $1.38 $1.59 $1.83 $0.49
Commercial $1.45 $1.44 $1.65 $1.90 $0.51

The rates calculated in this study for water and sewer services follow industry standard principles of equitable cost-
of-service allocations compliant with Proposition 218. The remainder of this Report details financial plan
development, cost-of-service analyses, and rate calculations for the District’s water and sewer services.
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2. Introduction

2.1. Background

In September 2020, the Yorba Linda Water District (District) engaged Raftelis to conduct a water and sewer rate
study and provide a written 2021 Rate Report (Report), which includes the preparation of a long-term financial
plan. The District pursued a rate study to help establish financially sound utility planning and to set rates and
charges that are based on the costs to serve each customer.

The District provides water service to over 24,000 residential and commercial accounts located in the City of
Yorba Linda and portions of the Cities of Brea, Anaheim, and Placentia. The District’s existing water rate structure
consists of a monthly base fee, which increases with meter size, and a uniform water usage charge based on the
units of water usage within a billing period.

The District currently utilizes two sources of water supply: groundwater from Orange County Water District
(OCWD) and imported water from Municipal Water District of Orange County (MWDOC). The District
provides sewer collection service to over 25,000 accounts. The District currently has two sets of monthly base fees
and volumetric rates for its Commercial customers.

The major objectives of the Study include:

e Developing a long-term financial plan for the water and sewer utilities to ensure financial sufficiency for
the operating requirements and capital obligations of each utility

e Conducting cost-of-service analyses and designing water and sewer rates

e Developing a five-year rate schedule

e Analyzing customer impacts of the proposed rates

e Developing Drought Rates to offset financial loss during drought conditions

e Producing an administrative record that demonstrates the nexus between the District’s costs of service and
proposed rates to meet the requirements of Proposition 218 and District objectives.

This Report describes the long-term financial plans, rates, and customer impact analyses. For purposes of the
analysis set out in this Report, the terms “rate(s)” and “charge(s)” may be used interchangeably. Note that the Rate
Study (Study) led to the Rate Study Report (Report).

2.2. Key Information Used in the Study

The study uses the following key information provided by the District:
1. FY 2021 operating budgets for the Water and Sewer Funds in October 2020, with mid-year adjustments
provided in January 2021
Estimated CIP expenditures for the next 10 years, as provided by District staff in January 2021
Current debt service obligations provided by District staff in October 2020
Beginning Fund balances as of July 1, 2020 (FY 2021) provided by District staff in October 2020
Water Conservation Ordinance provided by District Staff in February 2021 detailing the water
conservation stages3

i > W N

3 https://www.ylwd.com/community/conservation-ordinance
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2.3. Financial Plan Assumptions

Raftelis worked closely with District staff to forecast revenues and expenses as part of developing the financial
plan. Table 2-1 lists the annual inflation factors for each of the District’s cost categories. Personnel costs include
salary, health benefits, and life insurance. Chemicals and utilities are listed separately due to their unique escalation
factors. Water supply costs are listed separately as well. Escalation factors are based on long-term inflationary
indices, discussions with District staff, and professional judgment.

Table 2-1: Inflationary Assumptions

. Annual

General 2.0%
Personnel 8.0%
Chemicals 2.0%
Utilities 5.0%
Reserve Interest Rate 1.0%
Capital 3.0%
Water loss 8.0%
OCWD Water Cost 2.0%
MWD/MWDOC Fixed Cost 3.0%
MWDOC Variable Cost 5.0%
Normal Basin Pumping 75%
Percentage (BPP)
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3. Legal Framework and Rate
Setting Methodology

3.1. California Constitution - Article XIII D, Section 6
(Proposition 218)

Proposition 218, the applicable portion of which is set out in the California Constitution as Article XIII D,
was enacted in 1996 to ensure that public agency utility service rates, fees, and charges are reasonable and
proportional to the cost of providing the applicable service(s). The principal requirements for application of
such rates, fees, and charges, as they relate to public water and wastewater services, are as follows:

1. A property-related rate/fee/charge (such as water and recycled water rates) imposed by a public
agency on a parcel shall not exceed the costs required to provide the property-related service.

2. Revenues derived by the rate/fee/charge shall not be used for any purpose other than that for which
it was imposed.

3. The amount of the rate/fee/charge imposed upon any parcel shall not exceed the proportional cost
of service attributable to the parcel.

4. No rate/fee/charge may be imposed for a service unless that service is actually used or immediately
available to the owner of property.

5. No rate/fee/charge may be imposed for general governmental services including, but not limited to,
police, fire, ambulance, or library services, where the service is available to the public at large in
substantially the same manner as it is to property owners.

6. A written notice of the proposed charge shall be mailed to the record owner of each parcel at least 45
days prior to the public hearing, when the agency considers all written protests against the charge.

As stated in the American Water Works Association’s (AWWA) M1 Manual, Principles of Water Rates, Fees,
and Charges, 7" edition (M1 Manual), “water rates and charges should be recovered from classes of customers
in proportion to the cost of serving those customers.” Proposition 218 requires that water rates/fees/charges
cannot be “arbitrary and capricious,” meaning that the rate-setting methodology must be sound and that
there must be a nexus between the costs and the rates charged. This Report follows industry standard rate-
setting methodologies set forth by the M1 Manual, adhering to Proposition 218 requirements by developing
rates that do not exceed the proportionate cost of providing the corresponding services.

3.1.1.CALIFORNIA CONSTITUTION = ARTICLE X, SECTION 2
Article X, Section 2 of the California Constitution states the following:

“It is hereby declared that because of the conditions prevailing in this State the general welfare requires that the
water resources of the State be put to beneficial use to the fullest extent of which they are capable, and that the
waste or unreasonable use or unreasonable method of use of water be prevented, and that the conservation of such
waters is to be exercised with a view to the reasonable and beneficial use thereof in the interest of the people and for
the public welfare.”

Article X, Section 2 of the State Constitution establishes the need to preserve the State’s water supplies and to
discourage the waste or unreasonable use of water by encouraging conservation. By definition, public agencies
are constitutionally mandated to maximize the beneficial use of water, prevent waste, and encourage
conservation.
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In addition, Section 106 of the California Water Code declares that the highest priority use of water is for
domestic purposes, with irrigation water secondary.

3.2. Cost-Based Rate-Setting Methodology

As stated in the M1 Manual, “the costs of water rates and charges should be recovered from classes of
customers in proportion to the cost of serving those customers.” To develop utility service rates that comply
with the requirements of Proposition 218 and industry standards while meeting other goals and objectives of
the service provider, Raftelis carries out a detailed analysis in four major steps, as discussed below.

Step 1: Calculate Revenue Requirement

The rate-making process starts by determining the test year (rate-setting year) revenue requirement, which for
this Study is FY 2021. The revenue requirement should sufficiently fund the utility’s operations and
maintenance (O&M), debt service, capital expenses, and target reserve balances based on a long-term
financial plan.

Step 2: Cost-of-Service Analysis
The annual cost of providing water service is distributed among customer classes commensurate with their
service requirements. A cost-of-service analysis involves the following tasks:

1. Functionalize costs. Examples of water system functions are supply, treatment, transmission,
distribution, storage, meter servicing, and customer billing and collection.

2. Allocate functionalized costs to cost causation components. Water system cost causation
components include base, maximum day, maximum hour*, conservation, public fire protection,
meter service, and customer servicing and billing costs.

3. Distribute cost causation components, using unit costs, to rate components and customers in
proportion to their demands on the water system capacity. For water utilities, this is described in
AWWA’s M1 Manual.

A cost-of-service analysis considers both the average quantity of water consumed (base costs) and the peak
rate at which it is consumed (peaking costs or capacity costs as identified by maximum day and maximum
hour demands).> Peaking costs are costs that are incurred during peak times of consumption. There are
additional costs associated with designing, constructing, operating, and maintaining facilities to meet peak
demands. These peak demand costs need to be allocated to those imposing such costs on the utility. In other
words, not all customer classes share the same responsibility for extra-capacity related costs.

Step 3: Rate Design and Calculations

#Maximum day and maximum hour costs are collectively referred to as “peaking costs” or “extra-capacity costs”.

> System capacity is the system’s ability to supply water to all delivery points at the time when demanded.
Coincident peaking factors are calculated for each customer class at the time of greatest system demand. The time
of greatest demand is known as peak demand. Both the operating costs and capital asset related costs incurred to
accommodate the peak flows are generally allocated to each customer class based upon the class’ relative demands
during the peak month, day, and hour event.
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Rates do more than simply recover costs. Within the legal framework and industry standards, properly
designed rates should support and optimize a blend of various utility objectives, such as affordability for
essential needs and revenue stability among other objectives.

Step 4: Rate Adoption

Rate adoption is the last step of the rate-making process to comply with Proposition 218. Raftelis documents
the rate study results in this Report to serve as the District’s administrative record and a public education tool
concerning the proposed changes, the rationale and justifications behind the changes, and their anticipated
financial impacts.
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4. Water Financial Plan and
Rates

The financial plan assesses the long-term financial health of the Water Fund based on projected revenues, O&M
expenses, CIP funding, and debt service payments. The primary results of the financial plan include a cashflow
summary and the rate revenue requirement, the latter being the key factor driving rate development. The long-term
financial plan horizon spans FY 2021 through FY 2028.

4.1. Water Financial Plan
4.1.1.CURRENT WATER REVENUES

Table 4-1 through Table 4-5 show the existing water rates and structure. The charges for potable water service
include:

e Water Monthly Service Charge: Meter size-based fixed charge effective as of August 1, 2020, shown in

Table 4-1

e Private Fire Service Charge: Fireline diameter-based fixed charge, effective prior to July 2018, shown
Table 4-2.

o PFAS Impact Fee: Meter size-based fixed charge, effective February 2021 through Dec 2021, shown in
Table 4-3

o The PFAS fee projected revenues in Table 4-3 are calculated for FY 2021 and FY 2022 for each meter size
then summed to arrive at the projected annual revenues. An example for the 5/8-inch meter is as follows:

For FY 2021: $3.40 x 26 Meters X 5 months = $442
For FY 2022: $3.40 x 26 Meters X 6 months = $530

e Table 4-3 The PFAS fee is to recover a portion of the financial impacts due to lower OCWD BPP during
the construction of facilities to address the new PFAS requirements. Lower OCWD BPP results in
increased purchase from MWDOC and overall higher water supply costs.

o Water Usage Rate: Use-based rate assessed as dollars per hundred cubic feet (ccf) effective February 2021,
shown in Table 4-4.

Table 4-1 lists the monthly charge by meter size and the projected number of accounts corresponding to each meter
size across the study period. The projected revenues from the monthly charges are calculated by multiplying the
current meter charge by the corresponding number of accounts and then multiplying by 12 billing periods. An
example for 5/8-inch meters is as follows:

$22.26 x 26 x 11 months + $21.20 X 26 X 1 month = $6,387
Note: since the current charges were effective one month into the fiscal year one bill period at the previous charge

was included. This calculation is performed for each meter size and then summed to arrive at the projected annual
fixed revenue for each fiscal year in Table 4-1.

2021 RATE STUDY REPORT 13



Table 4-1: Current Water Monthly Charges and Number of Water Meters

Meter Prior Current FY 2026 -
FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2028

5/8 $21.20 $22.26

3/4 $21.20 $22.26 5,602 5,602 5,602 5,602 5,602 5,602
1 $35.41 $37.18 18,049 18,076 18,104 18,124 18,144 18,160
11/2 $70.61 $74.14 602 603 603 603 603 603
2 $113.02 $118.67 1,108 1,113 1,113 1,113 1,113 1,113
3 $247.47  $259.84 7 8 8 8 8 8
4 $445.32  $467.59 3 3 3 3 3 3
6 $989.67 $1,039.15 1 1 1 1 1 1
Projected

R $11,674,146 $11,743,821 $11,756,313 $11,765,236 $11,774,160 $11,781,298
evenues

The projected current private fire service revenues in Table 4-2 are calculated for each fireline size then summed to
arrive at projected annual revenues. An example for the 2-inch private fire service is as follows:

For FY 2021: $16.00 x 114 x 12 months = $21,888

Table 4-2: Current Private Fire Service Charges and Number of Private Firelines

ot . X FY 2026
S WITENt | gy 2021 | FY 2022 | FY 2023 | FY 2024 | FY 2025 -FY
Size Rates 2028

$16.00 114 114 114 114 114 114

$35.00 137 137 137 137 137 137

4 $59.00 95 95 95 95 95 95

6 $94.00 5 5 5 5 5 5

Projected $152,328 $152,328 $152,328 $152,328 $152,328 $152,328
Revenues

The PFAS fee projected revenues in Table 4-3 are calculated for FY 2021 and FY 2022 for each meter size then
summed to arrive at the projected annual revenues. An example for the 5/8-inch meter is as follows:

For FY 2021: $3.40 X 26 X 5 months = $442
For FY 2022: $3.40 X 26 X 6 months = $530

Note: the EMUs vary slightly between FY 2021 and FY 2022. Therefore, the EMUs for FY 2021 were multiplied

for the 5 month period from February through June and the EMUs for FY 2022 were multiplied for the remaining
6 months to arrive at the totals shown in Table 4-3.
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Table 4-3: Current PFAS Fees and Number of Water Meters

PFAS Fees FY 2021 FY 2022

5 months 6 months

(Feb—June)  (Jul — Dec)
5/8 $3.40 26 26
3/4 $3.40 5,602 5,602
1 $5.66 18,049 18,076
11/2 $11.32 602 603
2 $18.12 1,108 1,113
3 $39.66 7 8
4 $71.40 3 3

6 $181.32 1 1
Projected Revenues $745,275 $896,098

The volumetric rates and projected water use are shown for each customer class in Table 4-4. The volumetric
charge for each class is calculated by multiplying the respective volumetric rate by annual use. Water usage
revenue for FY 2021 and FY 2022 is calculated as follows:

FY 2021: ($2.80 x 71% + $2.80 x 29%) x 7,380,219 = $20,792,042
FY 2022: $2.86 x 7,380,219 = $21,107,426

Table 4-4: Current Water Volumetric Charge and Projected Water Use

‘Water Rates Prior Rate Current Rates FY 2021 FY 2022 -
FY 2028

Effective Date 7/1/2019 2/1/2021

Single-family Residential $2.80 $2.86 5,565,510 5,565,510
Irrigation $2.80 $2.86 517,779 517,779
Commercial $2.80 $2.86 1,291,334 1,291,334
Construction $2.80 $2.86 5,596 5,596
Total Usage (ccf) $2.80 $2.86 7,380,219 7,380,219
Projected Current Water

T R — $20,792,042 $21,107,426

Note: 71% of water demand is expected to occur during the period from July to the end of January, while 29% of
demand occurs in the final 5 months. from Table 4-5 provides an annual summary of the monthly fixed charges
for water service, monthly private firelines and volumetric water charges. The amounts in the summary are
calculated in Table 4-1, Table 4-2, and Table 4-4.
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Table 4-5: Revenues from Current Water Rates Summary

FY 2026 -
_ FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2028

Monthly Service Charges $11,674,146  $11,743,821  $11,756,313  $11,765,236  $11,774,160  $11,781,298
Private Fire $152,328 $152,328 $152,328 $152,328 $152,328 $152,328
Water Usage Charge $20,792,042  $21,107,426  $21,107,426  $21,107,426  $21,107,426  $21,107,426

Total Current Water Rev from

Rates, excl. PFAS Fees $32,618,516  $33,003,575  $33,016,068  $33,024,991  $33,033,914  $33,041,053

Table 4-6 summarizes revenues from current water rates across the study period, with projected revenue for each charge type corresponding to those in
Table 4-4 and Table 4-5. Table 4-6 projects total District revenues across the study period assuming zero revenue adjustments (no increase to gross rate
revenues). The total existing rate revenue is presented on Line 3 of Table 4-6.

Table 4-6: Projected Revenues for Water Fund (Without Revenue Adjustments)

| FY2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 FY 2027 FY 2028

1 REVENUES
2 OPERATING REVENUES
3 Revenues from Current Rates  $32,618,516 $33,003,575 $33,016,068 $33,024,991 $33,033,914 $33,041,053 $33,041,053 $33,041,053
4  Proposed Rev Adjustments $0 $0 $0 $0 $0 $0 $0 $0
5 PFAS Impact Fee $745,002 $895,771 $0 $0 $0 $0 $0 $0
6  Other Operating Rev $824,650  $832,897  $841225  $849,638  $858,134  $866,715  $875,383  $884,136
7 SUBTOTAL OPERATING  $34,188,168 $34,732,242 $33,857,293 $33,874,628 $33,892,048 $33,907,768 $33,916,435 $33,925,189
REVENUES
8 NON-OPERATING
REVENUES
9  Property Tax $1,950,000  $1,950,000  $1,950,000 $1,950,000 $1,950,000 $1,950,000  $1,950,000  $1,950,000
10 Investment Income $175,000  $244,468  $162,946 $95,464 $363  $117,433  -$262,301  -$429,139
11 gz%z;uNeon“Opemng $601,646  $607,662  $613,739  $619,876  $626,075  $632,336  $638,659  $645,046
12 SUBTOTAL NON-
OPERATING REVENUES 52726646  $2802,131  $2,726,685 $2,665341 $2,576438 $2,464,903 $2,326,359  $2,165,907
13 TOTAL REVENUES $36,914,814 $37,534,373 $36,583,978 $36,539,969 $36,468,487 $36,372,671 $36,242,794 $36,091,096
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4.1.2.WATER O&M EXPENSES
4.1.2.1. Purchased Water Supply Costs
Table 4-7 and Table 4-8 show the expected purchase quantities and unit price of water by source and projected water purchase expenses. The quantity

purchased from each water source is calculated using projected water sales, estimated system water loss, and projected basin pumping percentage
(estimated for water to be pumped from OCWD basins).

Table 4-7 Projected Water Sales and Water Purchases by Source of Water Supply

| Unit | FY2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 FY 2027 FY 2028

Water Sales o 7380219 7380219 7380219 7380219 7380219 7380219 7380219  7,380.219

AF 16,943 16,943 16,943 16,943 16,943 16,943 16,943 16,943

Water loss 8.00% 8.00% 8.00% 8.00% 8.00% 8.00% 8.00% 8.00%

Water Purchases AF 18,416 18,416 18,416 18,416 18,416 18,416 18,416 18,416

gi,"f,e“ed oCwD 48.70% 49.10% 75.00% 75.00% 75.00% 75.00% 75.00% 75.00%
Quantity Purchased AF

OCWD BPP 8,969 9,042 13,812 13,812 13,812 13,812 13,812 13,812

MWDOC 9,447 9.374 4,604 4,604 4,604 4,604 4,604 4,604

Tl Wie 58.62% 5.538 5.494 2,699 2,699 2,699 2,699 2,699 2,699

Jan - Jun 41.38% 3.910 3.879 1.905 1.905 1.905 1.905 1.905 1.905

Table 4-8 shows variable and fixed water supply costs by source. Variable rates are assessed in dollars per acre foot while fixed charges are flat monthly
or annual charges. Additionally, Municipal Water District of Orange County MWDOC) rates change on a calendar-year basis whereas the District
operates on a fiscal-year basis. Thus, the MWDOC charges are identified as January through June of the current calendar year and July through
December of the previous calendar year. The variable unit costs are multiplied by the projected quantity purchased from each source to calculate the
variable water supply costs from each.
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Table 4-8: Projected Water Supply Costs

WaterSupplyCosts | | Fy2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 FY 2027 FY 2028

Variable Unit Costs

OCWD RA $/ AF $487.00 $496.74 $506.67 $516.81 $527.14 $537.69 $548.44 $559.41
MWD Tier 1 Treated
Jul - Dec $/ AF $1,078.00 $1,104.00 $1,159.20 $1,217.16 $1,278.02 $1,341.92 $1,409.01 $1,479.47
Jan - Jun $/ AF $1,104.00 $1,159.20 $1,217.16 $1,278.02 $1,341.92 $1,409.01 $1,479.47 $1,553.44
Variable Water
Supply Costs
OCWD RA $4,367,687 $4,491,632 $6,998,164 $7,138,127 $7,280,890 $7,426,508 $7,575,038 $7,726,539
MWD Tier 1 Treated $10,285,918 $10,562,707 $5,447,368 $5,719,737 $6,005,724 $6,306,010 $6,621,310 $6,952,376
Subtotal Water

Variable Costs $14,653,605 $15,054,339 $12,445,532 $12,857,864 $13,286,614 $13,732,518 $14,196,348 $14,678,914

Fixed Costs
OCWD Annex $521,476  $531,906  $542,544  $553,395  $564,462  $575,752  $587,267  $599,012
Connection Fee $308,660  $317,920  $327,457  $337,281  $347,400  $357,822  $368,556  $379,613
Capacity Fee $213,777  $220,190  $226,796  $233,600  $240,608  $247,826  $255261  $262,919
Readiness-to-Serve $285375  $293,936  $302,754  $311,837  $321,192  $330,828  $340,753  $350,975
;‘i‘:zgtgozz:t“ $1,320,288  $1,363,952 $1,399,551 §1,436,112 $1,473,662 $1,512,227 $1,551,836  $1,592,519
Projected Water $15,982,803 $16,418,291 $13,845,084 $14,293,977 $14,760,275 $15,244,745 $15,748,185 $16,271,433
Supply Costs
4.1.2.2. Water O&M Expenses

Table 4-9 restates the water supply costs (from Table 4-8) and the budgeted and projected O&M expenses using the inflation factors assumed in
Table 2-1. PFAS O&M and UAL Funding OPEB lines are provided by District staff based on their current estimates of future financial obligations with
respect to these costs.
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Table 4-9: Projected Water O&M Expenses

| FY2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 FY 2027 FY 2028

Power $1,222,191  $1,283,301  $1,347,466  $1414,839  $1,485581  $1,559,860  $1,637,853  $1,719,745
Water Supply Fixed Costs $1,329,288  $1,363,952  $1,399,551  $1,436,112  $1.473.662  $1,512,227  $1,551,836  $1,592,519
Water Supply Variable Costs ~ $14,653,605 $15,054,339 $12,445,532 $12,857,864 $13,286,614 $13,732,518 $14,196,348 $14,678,914
Salary Related Expenses $10,156,647 $10,969,179 $11,846,713 $12,794.450 $13,818,006 $14,923.447 $16,117,322 $17,406,708
g;“lLsioFI?ndmg OFEB / $0 $924.226 $924,226 $924.226 $924.226 $924.226 $924,226 $924,226
Supplies and Services $4,651,466  $4,959.410  $4,713,760  $4,813,454  $4915413  $5,019,695  $5,126,362  $5,235,476
PFAS O&M $0 $0 $819.467  $1,245,591  $1270,503  $1,295913  $1,321,831  $1,348,268

Other Non-Operating

E $117,994 $120,354 $122,761 $125,216 $127,721 $130,275 $132,880 $135,538
xpenses

Total Water O&M Expenses  $32,131,191 $34,674,760 $33,619,476 $35,611,753 $37,301,725 $39,098,161 $41,008,660 $43,041,395
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4.1.3.WATER CAPITAL IMPROVEMENT PLAN (CIP)
The annual Water CIP, shown in Figure 4-1, was provided by District staff in January 2021 and is utilized as part

of the financial plan. A 3% capital escalation factor is used to project future costs inclusive of construction cost
inflation. A combination of cash funding (Pay As You Go or PAYGO (green bars)) and new debt financing (purple
bars) is required to implement the projected Water CIP.

Figure 4-1: Projected Annual Water CIP-Funding
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4.1.4. WATER DEBT SERVICE
4.1.4.1. Current Debt Service
The Water Fund currently has two outstanding debts: 2012A series and 2017A series. Annual payments are

approximately $2.7M per year, which includes principal and interest.

4.1.4.2. Proposed Debt Service for Water CIP
The District plans to finance its water CIP with one new debt issue of approximately $15M in December 2022

(FY 2023). The projected annual debt service payment for the new debt is estimated at approximately $765,289 per
year, assuming a 30-year term, 3% interest rate, and 2% issuance cost.

4.1.5.STATUS QUO WATER FINANCIAL PLAN

Table 4-10 summarizes the status quo financial plan with no revenue increases or new debt issuance. The cash
flow incorporates the revenues from current rates and non-rate revenues (Table 4-6), water supply costs (Table
4-8), O&M expenses (Table 4-9), capital improvement projects (Table 4-1), and annual debt service payments to
project the debt coverage ratio and projected ending balances. All projections shown in the table are based upon the
District’s current rate structure and do not include revenue adjustments. Under the “status-quo” financial plan
scenario, the District would generate negative cashflow every year of the study period. Beginning in FY 2021,
revenues generated from rates and other miscellaneous revenues will be inadequate to sufficiently recover operating
expenses, capital expenditures, and debt obligations as well as to maintain adequate reserves. The District’s
coverage ratio will fall below the minimum of 1.25 (per debt covenant requirements) in FY 2022.
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Table 4-10: Status Quo Water Financial Plan

FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 FY 2027 FY 2028

1 REVENUES

2 OPERATING REVENUES

3 Revenues from Current Rates $32,618,516  $33,003,575  $33,016,068  $33,024,991  $33,033,914  $33,041,053  $33,041,053  $33,041,053

4 Proposed Rev Adjustments $0 $0 $0 $0 $0 $0 $0 $0

5 PFAS Impact Fee $745,002 $895,771 $0 $0 $0 $0 $0 $0

6 Other Operating Rev $824,650 $832,897 $841,225 $849,638 $858,134 $866,715 $875,383 $884,136

7 SUBTOTAL OPERATING REVENUES $34,188,168 $34,732,242 $33,857,293 $33,874,628 $33,892,048 $33,907,768 $33,916,435 $33,925,189

8 NON-OPERATING REVENUES

9 Property Tax $1,950,000 $1,950,000 $1,950,000 $1,950,000 $1,950,000 $1,950,000 $1,950,000 $1,950,000
10 Investment Income $175,000 $244,468 $162,946 $95,464 $363 -$117,433 -$262,301 -$429,139
11 Other Non-Oper Rev $601,646 $607,662 $613,739 $619,876 $626,075 $632,336 $638,659 $645,046
12 SUBTOTAL NON-OPERATING REVENUES $2,726,646  $2,802,131 $2,726,685 $2,665,341 $2,576,438  $2,464,903 $2,326,359  $2,165,907
13 TOTAL REVENUES $36,914,814 $37,534,373 $36,583,978 $36,539,969 $36,468,487 $36,372,671 $36,242,794 $36,091,096

14 EXPENSES

15 Power $1,222,191 $1,283,301 $1,347,466 $1,414,839 $1,485,581 $1,559,860 $1,637,853 $1,719,745
16 Water Supply Fixed Costs $1,329,288 $1,363,952 $1,399,551 $1,436,112 $1,473,662 $1,512,227 $1,551,836 $1,592,519
17 Water Supply Variable Costs $14,653,605  $15,054,339  $12,445,532  $12,857,864  $13,286,614  $13,732,518  $14,196,348  $14,678,914
18 Salary Related Expenses $10,156,647  $10,969,179  $11,846,713  $12,794,450  $13,818,006  $14,923,447  $16,117,322  $17,406,708
19 UAL Funding OPEB / Pension $0 $924,226 $924,226 $924,226 $924,226 $924,226 $924,226 $924,226
20 Supplies and Services $4,651,466 $4,959,410 $4,713,760 $4,813,454 $4,915,413 $5,019,695 $5,126,362 $5,235,476
21 PFAS 0&M $0 $0 $819,467 $1,245,591 $1,270,503 $1,295,913 $1,321,831 $1,348,268
22 Other Non-Operating Expenses $117,994 $120,354 $122,761 $125,216 $127,721 $130,275 $132,880 $135,538
23 TOTAL EXPENSES $32,131,191 $34,674,760 $33,619,476 $35,611,753 $37,301,725 $39,098,161 $41,008,660 $43,041,395
24 NET REVENUES $4,783,624  $2,859,613  $2,964,502 $928,216 -$833,238  -$2,725,490 -$4,765,866 -$6,950,300

25 DEBT SERVICE

26 Current Debt Service $2,729,381 $2,728,919 $2,724,681 $2,726,331 $2,723,581 $2,717,331 $2,722,206 $2,694,456
27 Proposed Debt Service $0 $0 $0 $0 $0 $0 $0 $0
28 LOC Interest Payments $0 $0 $0 $0 $0 $0 $0 $0
29 LOC Principal Payments $0 $0 $0 $0 $0 $0 $0 $0
30 TOTAL DEBT SERVICE $2,729,381  $2,728,919  $2,724,681  $2,726,331  $2,723,581  $2,717,331  $2,722,206  $2,694,456

31 CAPITAL EXPENDITURES

32 PAYGO $3,443,289  $11,111,021 $5,563,890 $6,374,204 $7,291,046 $7,268,648 $8,773,896 $7,461,030
33 LOC Funded $0 $0 $0 $0 $0 $0 $0 $0
34 New Debt Funded $0 $0 $0 $0 $0 $0 $0 $0
35 TOTAL CAPITAL EXPENDITURES $3,443,289 $11,111,021  $5,563,890  $6,374,204  $7,291,046  $7,268,648  $8,773,896  $7,461,030
36 NET CASH CHANGES -$1,389,046 -$10,980,327 -$5,324,069 -$8,172,319 -$10,847,865 -$12,711,470 -$16,261,969 -$17,105,786
37 BEGINNING UNRESTRICTED BALANCES $31,326,019  $29,936,972  $18,956,645  $13,632,576 $5,460,257 -$5,387,609  -$18,099,079  -$34,361,047
38 ENDING UNRESTRICTED BALANCES $29,936,972 $18,956,645 $13,632,576  $5,460,257 -$5,387,609 -$18,099,079 -$34,361,047 -$51,466,833
39 MIN TARGETS $24,257,626 $32,568,309 $26,760,971 $28,062,531 $29,396,079 $29,816,638 $31,792,968 $30,981,324
40 TARGET BALANCES $44,308,148 $53,320,188 $48,550,444 $50,941,479 $53,418,973 $55,040,677 $58,278,209 $58,790,827
41 Operations 90 days of 0&M $7,922,759 $8,549,941 $8,289,734 $8,780,980 $9,197,686 $9,640,642  $10,111,724  $10,612,947
42 Capital 100% Current FY CIP $3,443,289  $11,111,021 $5,563,890 $6,374,204 $7,291,046 $7,268,648 $8,773,896 $7,461,030
43 Rate Stabilization 5% of Water Sales $1,039,602 $1,055,371 $1,055,371 $1,055,371 $1,055,371 $1,055,371 $1,055,371 $1,055,371
44 Emergency 5% of Capital Assets $11,486,511  $11,486,511  $11,486,511  $11,486,511 $11,486,511  $11,486,511  $11,486,511  $11,486,511
45 Conservation $104,911 $104,911 $104,911 $104,911 $104,911 $104,911 $104,911 $104,911 $104,911
46 Employee Liability $260,554 $260,554 $260,554 $260,554 $260,554 $260,554 $260,554 $260,554 $260,554
47 MWD Contingency 100% ofWsifon100% MWL $20,050,523  $20,751,880  $21,789,474  $22,878,947  $24,022,895  $25,224,039  $26,485,241  $27,809,504
48 Debt Coverage (excl. LOC) 1.75x 1.05x 1.09x .34x -31x -1.00x -1.75x -2.58x
49 Min Debt Coverage 1.25x 1.25x 1.25x 1.25x 1.25x 1.25x 1.25x 1.25x
50 Policy Debt Coverage 2.25x 2.25x 2.25x 2.25x 2.25x 2.25x 2.25x 2.25x
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The top right graph in Figure 4-2 graphically shows the operating financial plan represented in Table 4-10. In the
upper right graph, District costs are represented by the sum of the stacked bars. Note that debt service is small
relative to other costs; therefore, is difficult to visualize in Figure 4-2. The District would use reserves to fund a
revenue shortfall, as shown by the red bars below the x-axis. As indicated in Table 4-10 and Figure 4-2 (bottom
right graph), ending reserve balances become negative starting in FY 2025.

Figure 4-2: Status Quo Water Financial Plan
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4.1.6.PROPOSED WATER FINANCIAL PLAN

Raftelis developed a long-term financial plan model incorporating the known and forecasted cost increases for
operating requirements and capital expenditures. The results were presented to and discussed with the District’s
Board of Directors. The proposed annual revenue adjustments for the Water Fund, as well as the planned future
debt issuance, are shown in Table 4-11.

Table 4-11: Proposed Annual Water Revenue Adjustments

New Water Debt

2022 July 9%
2023 July 9% $15M
2024 July 9%
2025 July 9%
2026 July 9%

The graph in the top right of Figure 4-3 shows the operating financial plan represented in Table 4-12 with revenue
adjustments (top left) showing sufficient debt coverage. District costs are represented by the sum of the stacked
bars. The capital improvement plan (bottom left) is partially funded by issuing debt in FY 2023. Ending reserve
balances, shown in the bottom right chart, achieve minimum targets (red dotted line in bottom right chart) in all
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but one year. By FY 2028 the District will achieve its reserve target, which includes the Water Contingency
Reserve.

Figure 4-3: Proposed Water Financial Plan
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The revenue adjustments in Table 4-11 are incorporated into Raftelis’ recommended financial plan in Table 4-12.
Under this proposed financial plan scenario, the District’s financial position is greatly improved compared to the
“status quo” plan described in Table 4-10. Starting in FY 2023 the projected cashflow is positive and minimum
reserve targets are met. Equally critical, ending reserve balances will be at, or close to, target reserve values and the
District meets its debt covenant obligations in each year.
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Table 4-12: Proposed Water Financial Plan

FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 26 FY 2027 FY 2028

1 REVENUES

2 OPERATING REVENUES

3 Revenues from Current Rates $32,618,516  $33,003,575  $33,016,068  $33,024,991  $33,033,914  $33,041,053  $33,041,053  $33,041,053

4 Proposed Rev Adjustments $0 $2,970,322 $6,210,322 $9,743,330  $13,596,152  $17,796,702  $22,372,100  $27,359,284

5 PFAS Impact Fee $745,002 $895,771 $0 $0 $0 $0 $0 $0

6 Other Operating Rev $824,650 $832,897 $841,225 $849,638 $858,134 $866,715 $875,383 $884,136

7 SUBTOTAL OPERATING REVENUES $34,188,168 $37,702,564 $40,067,615 $43,617,959 $47,488,200 $51,704,470 $56,288,535 $61,284,473

8 NON-OPERATING REVENUES

9 Property Tax $1,950,000 $1,950,000 $1,950,000 $1,950,000 $1,950,000 $1,950,000 $1,950,000 $1,950,000
10 Investment Income $175,000 $259,394 $250,193 $317,979 $380,617 $430,582 $485,385 $568,275
11 Other Non-Oper Rev $601,646 $607,662 $613,739 $619,876 $626,075 $632,336 $638,659 $645,046
12 SUBTOTAL NON-OPERATING REVENUES $2,726,646  $2,817,057  $2,813,932  $2,887,855 $2,956,692  $3,012,918 $3,074,044  $3,163,321
13 TOTAL REVENUES $36,914,814 $40,519,621 $42,881,547 $46,505,814 $50,444,891 $54,717,389 $59,362,579 $64,447,794
14 EXPENSES
15 Power $1,222,191 $1,283,301 $1,347,466 $1,414,839 $1,485,581 $1,559,860 $1,637,853 $1,719,745
16 Water Supply Fixed Costs $1,329,288 $1,363,952 $1,399,551 $1,436,112 $1,473,662 $1,512,227 $1,551,836 $1,592,519
17 Water Supply Variable Costs $14,653,605  $15,054,339  $12,445,532  $12,857,864  $13,286,614  $13,732,518  $14,196,348  $14,678,914
18 Salary Related Expenses $10,156,647  $10,969,179  $11,846,713  $12,794,450  $13,818,006  $14,923,447  $16,117,322  $17,406,708
19 UAL Funding OPEB / Pension $0 $924,226 $924,226 $924,226 $924,226 $924,226 $924,226 $924,226
20 Supplies and Services $4,651,466 $4,959,410 $4,713,760 $4,813,454 $4,915,413 $5,019,695 $5,126,362 $5,235,476
21 PFAS 0&M $0 $0 $819,467 $1,245,591 $1,270,503 $1,295,913 $1,321,831 $1,348,268
22 Other Non-Operating Expenses $117,994 $120,354 $122,761 $125,216 $127,721 $130,275 $132,880 $135,538
23 TOTAL EXPENSES $32,131,191 $34,674,760 $33,619,476 $35,611,753 $37,301,725 $39,098,161 $41,008,660 $43,041,395
24 NET REVENUES $4,783,624  $5,844,861  $9,262,071 $10,894,061 $13,143,167 $15,619,228 $18,353,919 $21,406,399
25 DEBT SERVICE
26 Current Debt Service $2,729,381 $2,728,919 $2,724,681 $2,726,331 $2,723,581 $2,717,331 $2,722,206 $2,694,456
27 Proposed Debt Service $0 $0 $382,644 $765,289 $765,289 $765,289 $765,289 $765,289
28 LOC Interest Payments $0 $0 $0 $0 $0 $0 $0 $0
29 LOC Principal Payments $0 $0 $0 $0 $0 $0 $0 $0
30 TOTAL DEBT SERVICE $2,729,381  $2,728,919  $3,107,326  $3,491,620  $3,488,870  $3,482,620  $3,487,495  $3,459,745
31 CAPITAL EXPENDITURES
32 PAYGO $3,443,289  $11,111,021 $0 $0 $4,529,141 $7,268,648 $8,773,896 $7,461,030
33 LOC Funded $0 $0 $0 $0 $0 $0 $0 $0
34 New Debt Funded $0 $0 $5,563,890 $6,374,204 $2,761,906 $0 $0 $0
35 TOTAL CAPITAL EXPENDITURES $3,443,289 $11,111,021  $5,563,890  $6,374,204  $7,291,046  $7,268,648  $8,773,896  $7,461,030
36 NET CASH CHANGES -$1,389,046  -$7,995,079  $6,154,745  $7,402,441  $5,125,156  $4,867,959  $6,092,528 $10,485,624
37 BEGINNING UNRESTRICTED BALANCES $31,326,019  $29,936,972  $21,941,893  $28,096,638  $35,499,079  $40,624,235  $45,492,194  $51,584,722
38 ENDING UNRESTRICTED BALANCES $29,936,972  $21,941,893 $28,096,638 $35,499,079 $40,624,235 $45,492,194 $51,584,722 $62,070,346
39 MIN TARGETS $24,257,626 $32,568,309 $26,760,971 $28,062,531 $29,396,079 $29,816,638 $31,792,968 $30,981,324
40 TARGET BALANCES $44,308,148 $53,320,188 $48,550,444 $50,941,479 $53,418,973 $55,040,677 $58,278,209 $58,790,827
41 Operations 90 days of 0&M $7,922,759 $8,549,941 $8,289,734 $8,780,980 $9,197,686 $9,640,642  $10,111,724  $10,612,947
42 Capital 100% Current FY CIP $3,443,289  $11,111,021 $5,563,890 $6,374,204 $7,291,046 $7,268,648 $8,773,896 $7,461,030
43 Rate Stabilization 5% of Water Sales $1,039,602 $1,055,371 $1,055,371 $1,055,371 $1,055,371 $1,055,371 $1,055,371 $1,055,371
44 Emergency 5% of Capital Assets $11,486,511  $11,486,511  $11,486,511  $11,486,511  $11,486,511 $11,486,511 $11,486,511  $11,486,511
45 Conservation $104,911 $104,911 $104,911 $104,911 $104,911 $104,911 $104,911 $104,911 $104,911
46 Employee Liability $260,554 $260,554 $260,554 $260,554 $260,554 $260,554 $260,554 $260,554 $260,554
47 MWD Contingency 100% ofWSifon100% MWL $20,050,523  $20,751,880  $21,789,474  $22,878,947  $24,022,895  $25,224,039  $26,485,241  $27,809,504
48 Debt Coverage (excl. LOC) 1.75x 2.14x 2.98x 3.12x 3.77x 4.48x 5.26x 6.19x
49 Min Debt Coverage 1.25x 1.25x 1.25x 1.25x 1.25x 1.25x 1.25x 1.25x
50 Policy Debt Coverage 2.25% 2.25% 2.25x 2.25x 2.25x 2.25x 2.25x 2.25x

4.2. Water Cost of Service Analysis

This rate Study conforms to the principles set forth in the American Water Works Association M1 Manual.

4.2.1.PROPORTIONALITY
As stated in the M1 Manual, the AWWA Rates and Charges Subcommittee agrees with the requirements of

Proposition 218 that “the costs of water rates and charges should be recovered from classes of customers in
proportion to the cost of serving those customers.” An agency’s revenue requirements are, by definition, the total

cost of providing the applicable service. This cost is then used as the basis to develop unit costs, by cost component,
to allocate costs to the various customer classes in proportion to the water services rendered.
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The concept of proportionality requires that cost allocations consider both the average quantity of water consumed
(base) and the peak rate at which it is consumed (known as peaking or extra capacity). A water system is designed
to meet peak demands. The additional costs associated with designing, constructing, and maintaining facilities to
meet these peak demands must be allocated to those customers whose usage requires facilities to upsize in response
to peak demand. In allocating the costs of service, the industry standard as promulgated by AWWA’s M1 Manual is
to group customers with similar system demands into common rate blocks.

4.2.2.WATER COST OF SERVICE ANALYSIS

A cost-of-service analysis distributes a utility’s revenue requirements (costs) to each customer class. Figure 4-4
provides a general overview of a cost-of-service analysis. Each step shown below will be described in greater detail
in the context of the District’s service costs.

Figure 4-4: Cost of Service Process

Step 1: Step 2: Step 3: Step 4:
Determine Functionalize O&M Allocate Revenue Calculate Unit Cost
Revenue and Cagifilcgt‘):ts and Requirements to of Service by Cost
Requirements Functionalized Costs Cost Components Component
to Cost Components
4.2.2.1. Step 1 — Determine Revenue Requirement

The revenue requirement is the amount of (annual) revenue the utility must generate to meet its estimated annual
operating expenses, debt service, capital expenses, and reserve funding. The revenue requirement from rates is
shown in Table 4-13, line 7. Non-rate revenues (i.e., revenue offsets) are subtracted from the revenue requirement
in line 7 to obtain the net revenue requirement from current rates in line 16. This amount is the same value (after
subtracting Line 6) as current rate revenue on line 3 of Table 4-12. The current rates were not implemented for the
full FY 2021; thus, the adjustment for annualized current rate revenues (line 6) is added to the requirements.
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Table 4-13: FY 2021 Revenue Requirement

- Source Table(s FY 2021

REVENUE REQU]REMENTS

2 O&M Expenses Table 4-12 and
Table 4-13 $32,131,191

3 Debt Service Table 4-12 $2,729,381
4 Rate Funded CIP Table 4-12 $3,443,289
5 Reserve Funding w/o Revenue Adjustment Table 4-11 ($1,389,046)
6 Annualized Current Year Rate Revenue $361,885
7 Subtotal Revenue Requirements $37,276,699
8 Less Other Revenue Offset
9 PFAS Impact Fee Table 4-12 $745,002
10 Other Operating Revenues Table 4-12 $824,650
11 Property Tax Table 4-12 $1,950,000
12 Investment Income Table 4-12 $175,000
13 Other Non-Operating Revenues Table 4-12 $601,646
14 Subtotal Other Revenue Offset $4,296,298
15
16 Net Revenue Requirement [7]-[15]

(Excluding Revenue Adjustments) i R

4.2.2.2. Step 2 - Functionalize O&M and Capital Costs and Allocate Functionalized

Costs to Cost Components
Raftelis utilized the base-extra capacity method, described in AWWA’s M1 Manual, which consists of several cost

causation components. Functionalization of costs allows a more robust allocation of costs to cost causation
components, which include:

»

»

»

»

»

»

Water supply costs are direct costs incurred to produce or obtain water (raw water purchases).

Base fixed costs are the operating and capital costs of the water system associated with serving customers at
a constant, or average, rate of use.

Extra capacity costs, or peaking costs, represent the costs incurred to meet customer peak demands for water
in excess of average day usage. Total extra capacity costs are subdivided into costs associated with
maximum day and maximum hour demands. The maximum day demand is the maximum amount of
water used in a single day in a year. The maximum hour (max hour) demand is the maximum usage in an
hour on the maximum usage day (max day). Various facilities are designed to meet customer peaking
needs. For example, transmission lines or reservoirs (storage) are designed to meet max day requirements.
Both must be designed larger than they would be if the same amount of water were being used at a
constant rate throughout the year. The cost associated with constructing a larger line or reservoir is based
on systemwide peaking factors. For example, if the max day factor is 2.0, then certain system facilities
must be designed at least twice as large as required to meet average daily demand. In this case, half of the
cost would be allocated to base (or average day demand) and the other half allocated to max day. The
calculation of the max hour and max day demands is explained below.

Billing and customer service costs include costs such as meter reading, billing, collections, and customer
accounting.

Meter servicing costs include maintenance and capital costs associated with servicing meters. These costs are
assigned based on meter size or equivalent meter capacity.

General and administrative costs represent all other service and administrative costs that do not serve a
specific function (indirect costs).
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»  Conservation includes costs associated with conservation programs and services offered to District
customers.

Peaking costs are further divided into maximum day and maximum hour demand. The maximum day demand is
the maximum amount of water used in a single day in a year. The maximum hour demand is the maximum usage
in an hour on the maximum usage day. Different facilities, such as distribution and storage facilities, and the O&M
costs associated with those facilities are designed to meet the peaking demands of customers. Therefore, extra
capacity costs include the O&M and capital costs associated with meeting peak customer demand. This method is
consistent with AWWA'’s M1 Manual and is widely used in the water industry to perform cost-of-service analyses.

After functionalizing expenses, the next step is to allocate the functionalized expenses to cost causation
components. To do so, we must first identify systemwide peaking factors. The systemwide peaking factors are used
to derive the cost component allocation bases (i.e., percentages). Functionalized expenses are then allocated to the
cost causation components using these allocation bases. To understand the interpretation of the percentages, we
first establish the base use as the average daily demand during the year.

The base demand is assigned a value of 1.0. The max day and max hour values in Table 4-14 are extracted from
the District’s 2005 Water Master Plan® and are relative to the average day demand of 1.00.

Table 4-14: Water System Peaking Factors

I Potable Water

1 Average Day Demand 1.00
2 Max Day Demand 1.50
3 Max Hour Demand 2.55

To determine the relative proportion of costs to assign to supply, base delivery, maximum day, and maximum
hour, allocations are calculated based on the factors in Table 4-14. Cost components that are solely related to
providing average day demand (ADD) are allocated entirely to base delivery. Cost components that are designed to
meet max day peaks, such as reservoirs and transmission facilities, are allocated to both base delivery and max day
factors.

The max day factor of the District’s system is 1.5, which means that max day demand is expected to be 150% of
the average day capacity. Calculating the max day allocation of functional costs to the cost causation components
results in the following:

Base Fixed Allocation = 20sefxed _ 1 o7
ase rixe ocation = Max Day = 15 =~ . 0

Max Day Allocation = 1 — Base/Max Day =~ 33.3%

Facilities designed for max hour peaks, such as distribution system facilities, are allocated similarly. The max hour
factor is 2.55, so max hour facilities are designed to provide 255% of the average day capacity. The allocation of
max hour facilities is shown below:

Base 1

= =~ _0
Max Hour  2.55 39.2%

Base Fixed Alloction =

¢ Page 7-7, Section 7.6
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Max Day — Base 1.5—1.00

= ~ 0,
Max Hour 2.55 19.6%

Max Day Allocation =

Max Hour Allocation = 1 —39.2% — 19.6% = 41.2%
The results of the allocation are presented below in Table 4-15.

Table 4-15: Allocation of Extra Capacity Functional Costs to Cost Causation Categories

| Peaking Factor

Base 1.00 100%
Max Day 1.50 66.7% 33.3%
Max Hour 2.55 39.2% 19.6% 41.2%

The peaking factors are applied to the estimated water usage during FY 2021 in Table 4-16 to estimate demand
peaking levels. As shown, the Annual Usage is 7,380,219 ccf, this results in average daily usage of 20,220 ccf/day
(base usage). The Max Day factor of 1.50 and Max Hour factor of 2.55 is applied to the base to calculate

30,330 ccf/day and 51,560 ccf/day, respectively. The percentages from Table 4-15 are also applied to the operating
and capital improvement expenses in Table 4-17 to allocate costs among base, max day, and max hour cost
components. This will be utilized in allocating functionalized expenses to cost components.

Table 4-16: Water Usage Peaking

FY 2021

Annual Usage 7,380,219 ccf
Average Daily Usage 20,220 ccf / day
Max Day Factor 1.50

Max Day Demand 30,330 ccf / day
Extra Capacity Max Day 10,110 ccf / day
Max Hour Factor 2.55

Max Hour Demand 51,560 ccf / day
Extra Capacity Max Hour 21,231 ccf / day
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Table 4-17: O&M and Capital Allocation to Cost Causation Components

Functions Water | Base | Max | Max | Billing | Meters | Conservation | General | Total
Supply Day | Hour | & CS

1 Source of Supply  100.0% 0.0%  100.0%
2 Storage 66.7% 33.3% 0.0% 100.0%
3 Pumping 39.2% 19.6% 41.2% 0.0% 100.0%
4 Treatment 66.7% 33.3% 0.0% 100.0%
5 Transmission 66.7% 33.3% 0.0% 100.0%
6 Distribution 39.2% 19.6% 41.2% 0.0% 100.0%
7 T&D 39.2% 19.6% 41.2% 0.0% 100.0%
9 Meter Service 100.0% 0.0% 100.0%
10 Billing & CS 100.0% 0.0% 100.0%
11 Conservation 100.0% 0.0% 100.0%
12  General & Admin 100.0% 100.0%

Table 4-18: Functionalized Water Capital Assets

Source of . Meter | Billing | General &

Source of Supply  $5,766,921  100.0% 0.0% 100.0%
Pumping Plant  $22,381,037 100.0% 0.0% 100.0%
Transmission and . q q
ransmission a0d  $187,792,880 100.0% 0.0% 100.0%
Waterpgfli‘tmem $1,234,061 100.0% 0.0% 100.0%
General Plant $12,555,312 100.0% 100.0%
Total Water Asset  ¢)59 730,212 $5,766,921  $0  $22,381,037 $1,234,061 $187,792,880  $0 $0  $12,555,312 $229,730,212
Values
% of Assets 2.51% 0% 9.74% 0.54% 81.74% 0% 0% 5.47%
1]
o ot AsiiEls ot 0% 9.99% 0.55% 83.85% 0% 0% 5.61%

Salary expenses

Table 4-18 displays the distribution of assets across several functions, using RCLD valuation of the District’s water assets. Raftelis allocated salary
related expenses first to water functions as shown in Table 4-19 using the functionalized water capital as approximates and estimated personnel
allocated to billing & customer service of 8.2%. The last line in Table 4-18 shows a percentage breakdown for salary expenses. This line is used to
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calculate the percentage to allocate for salary related expenses, shown in Table 4-19 below. The functionalized salary-related expenses were further
allocated to cost components as shown in Table 4-20 using allocation factors from Table 4-17.

Table 4-19: Percent Allocation of Salary Related Expenses to Cost Causation Components

Salary Related Expenses % allocation calculation FY 2021
Rounded from Table 4-18

Pumping 9.99% x (1-8.2%) 8.94% $908,354
Treatment 0.55% x (1-8.2%) 0.49% $50,085
T&D 83.85% x (1-8.2%) 75.04% $7,621,739
Billing & CS 8.2% 8.20% $832,845
General & Admin 5.61% x (1-8.2%) 7.32% $743,624
Total Salary Related Expenses $10,156,647

Table 4-20: Dollar Allocation of Salaries and Benefits to Cost Causation Components

Salary Related Expenses Billing &CS

Pumping $356,217 $178,109 $374,028 $908,354
Treatment $33,390 $16,695 $0 $O $0 $50,085
T&D $2,988,917 $1,494,459 $3,138,363 $0 $0 $7,621,739
Billing & CS $0 $0 $0 $832,845 $0 $832,845
General & Admin $0 $0 $0 $0 $743,624 $743,624
Total Salary Related Expenses $3,378,525 $1,689,262 $3,512,391 $832,845 $743,624 $10,156,647

The O&M cost allocation total in Table 4-21 utilizes the percentages from Table 4-17 to distribute the expenses across the various cost causation
components. Table 4-22 below utilizes the percentages from Table 4-17 to distribute the capital costs across the various cost causation components.
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Table 4-21: Allocation of O&M Costs to Cost Causation Components

T e | rom |

1 SourceofSupply ~ $17,205,084  100.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 100.0%
2 Pumping $908,354 0.0% 39.20% 19.6% 41.2% 0.0% 0.0% 0.0% 0.0% 100.0%
3 Treatment $50,085 0.0% 66.7% 33.3% 0.0% 0.0% 0.0% 0.0% 0.0% 100.0%
4 T&D $7.621,739 0.0% 39.2% 19.6% 41.2% 0.0% 0.0% 0.0% 0.0% 100.0%
5 Meter Service $528,780 0.0% 0.0% 0.0% 0.0% 0.0%  100.0% 0.0% 0.0% 100.0%
6 Billing & CS $1.169,794 0.0% 0.0% 0.0% 0.0% 100.0%  0.0% 0.0% 0.0% 100.0%
o | oo $0 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 100.0%
8 General & Admin  $4,647,355 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 100.0% 100.0%
9 Total $32,131,191 $17,205,084 $3,378,525 $1,689,262 $3,512,391 $1,169,794 $528,780 $0 $4,647,355 $32,131,191
1o Total Allocation 53.5% 10.5% 5.3% 10.9% 3.6% 1.6% 0% 14.5% 100%

%

Table 4-22: Asset Allocation to Cost Causation Components

Suppl & CS

1 Source of Supply $5,766,921 100.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 100.0%
2 Pumping $22,381,037 0.0% 39.2% 19.6% 41.2% 0.0% 0.0% 0.0% 0.0% 100.0%
3 Treatment $1,234,061 0.0% 66.7% 33.3% 0.0% 0.0% 0.0% 0.0% 0.0% 100.0%
4 T&D $187,792,880 0.0% 39.2% 19.6% 41.2% 0.0% 0.0% 0.0% 0.0% 100.0%
5 Meter Service $0 0.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 100.0%
6 Billing & CS $0 0.0% 0.0% 0.0% 0.0% 100.0%  0.0% 0.0% 0.0% 100.0%
7 Conservation $0 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 100.0% 0.0% 100.0%
8 General & Admin  $12,555,312 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 100.0% 100.0%
9 Total $229,730,212 $5,766,921 $83,243,852 $41,621,926 $86,542,201 $0 $0 $0 $12,555,312  $229,730,212
10 % Allocation w/ WS 2.5% 36.2% 18.1% 37.7% 0.0% 0.0% 0.0% 5.5% 100%
11 % Allocation w/0 WS & General 0% 39.4% 19.7% 40.9% 100%
4.2.2.3. Step 3 — Allocate Revenue Requirements to Cost Causation Components

Table 4-23 shows the calculation of the revenue requirement in Table 4-13 paired with the corresponding allocation percentages for each line. For
example, O&M expenses are allocated to the cost causation categories according to Table 4-21 while capital costs are allocated according to Table 4-22.
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Table 4-23 summarizes the revenue requirement by cost component. Table 4-24 summarizes allocation of the revenue requirement to cost-causative
components.
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Table 4-23: Allocation of Revenue Requirement to Cost Causation Components

Current Revenue

Requirements LA
REVENUE REQUIREMENTS
O&M Expenses $32,131,191
Debt Service $2,729,381
Rate Funded CIP $3,443,289
Reserve Funding w/o

Rev Adjustment LS
Annualized Current

Year Rate Revenue $361,885
Subtotal Revenue

Requirements 0

Less Other Revenue Offset

PFAS Impact Fee $745,002
Other Operating Rev $824,650
Property Tax $1,950,000
Investment Income $175,000
Other Non-Oper Rev $601,646
Subtotal Other

Revenue Offset R R
Net Revenue

Requirement excl. $32,980,401
Rev Adjustments
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$17,205,084
$0
$0

-$2,169,555

$0

$15,035,529

$745,002
$0
$0
$0
$0

$745,002

$14,290,526

$3,378,525
$1,074,719

$1,355,827

$176,668

$81,913

$6,067,651

$0
$186,660
$441,383
$39,611

$136,183

$803,836

$5,263,816

$1,689,262
$537,360

$677,913

$88,334

$40,956

$3,033,826

$0
$93,330
$220,691
$19,806

$68,091

$401,918

$2,631,908

e Base Max Day Max Hour | Billing & CS
Supply

$3,512,391
$1,117,302

$1,409,548

$183,668

$85,158

$6,308,068

$0
$194,056
$458,871
$41,181

$141,579

$835,686

$5,472,382

Meters
$1,169,794 $528,780
$0 $0
$0 $0
$61,170 $27,651
$28,362 $12,820
$1,259,326 $569,251
$0 $0
$64,630 $29.214
$152,826 $69,082
$13,715 $6,200
$47,152 $21,314
$278,323 $125,810
$981,003 $443,441

General

$4,647,355
$0
$0

$243,017

$112,676

$5,003,048

$0
$256,761
$607,147
$54,488

$187,327

$1,105,723

$3,897,325



Table 4-24: Summary Revenue Requirement Allocated to Cost Causation Components

. Allocation of Revenue
Cost Categories .
Requirement

1 Water Supply $14,290,526
2 Base Fixed $5,263,816
3 Max Day $2,631,908
4 Max Hour $5,472,382
5 Billing & CS $981,003
6 Meters & Services $443 441
7 Conservation $0
8 General $3,897,325
9 Total $32,980,401

General costs are reallocated to the cost causation categories, as shown in Table 4-25. Each category’s
proportional share of the District’s general and administrative costs is calculated by dividing that category’s cost in
column B by the total cost shown in column B, line 9. Most of the water supply costs are direct costs from
wholesale purchases; therefore, general cost allocation is excluded from this cost component. The resulting
allocation of general and administrative costs are shown in Table 4-25, column D.

Table 4-25: General Cost Reallocation

Co n(1: ; ;:1 ent Rev 61?11 i:clizlq(iﬁ r(c)efn ent General Cost Reallocation
A C=B/B9
1 Water Supply $14,290,526

Base Fixed $5,263,816 $5,263,816 35.6% $1,386,833
Max Day $2,631,908 $2,631,908 17.8% $693,417
Max Hour $5,472,382 $5,472,382 37.0% $1,441,783
Billing & CS $981,003 $981,003 6.6% $258,460
Meters &

Services $443,441 $443,441 3.0% $116,831
Conservation $0 $0 0.0% $0
General $3,897,325 (100.0%) -$3,897,325
Total $32,980,401 $14,792,550 $0
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The resulting reallocated revenue requirement is shown in Table 4-26, column C. These allocations are used to
develop cost component unit costs of service in step 4.

Table 4-26: FY 2021 Allocated Revenue Requirements after General Cost Reallocation

Revenue Requirement

. Prior to General Cost | General Cost Reallocation Reallocat.e SLGGT
Cost Categories . Requirement
Reallocation
A | B | C=Aw |

1 Water Supply $14,290,526 $14,290,526
2 Base Fixed $5,263,816 $1,386,833 $6,650,649
3 Max Day $2,631,908 $693,417 $3,325,324
4 Max Hour $5,472,382 $1,441,783 $6,914,166
5 Billing & CS $981,003 $258,460 $1,239,463
6 Meters & Services $443,441 $116,831 $560,272
7 Conservation $0 $0 $0
8 General $3,897,325 -$3,897,325 $0
9 Total $32,980,401 $0 $32,980,401

The water system is designed to meet peak demand plus fire protection. Thus a portion of peak demand is designed
for meeting fire protection. Public fire protection costs are peaking costs and will be recovered through rates as
public fire protection benefits all users within the water system. Private fire protection costs are recovered through
private fire service charges. Table 4-27 shows the calculations of fire demand units for both private and public fire
protection services. The fire demand factor (Column C) is based on the Hazen-Williams equation for flow through
pressure conduits. The flow demand is dependent on the diameter of the fire line raised to the power of 2.63. For
example, to calculate the fire demand units for 6” fire lines you would calculate 6°2.63 = 111.31 (Fire demand
factor), then multiply this factor by 137 (# of meters) to arrive at 15,250. Repeat these steps for each fire line size
and multiply the sum by 12 billing periods to calculate the total fire demand units of 531,426 (column F).

Table 4-27: Public and Private Fire Demands

Fire Service # of meters lpfie DG Lt De.mand Fire Demand % Itz Dt?mand
Factor Units Units

A | B | C=A263 D =B xC F =D x 12

Private Fire 44,286 9% 531,426
4 114 38.32 4,368
6 137 111.31 15,250
8 95 237.21 22,535
10 5 426.58 2,133
Public Hydrants 446,913 91%
6 4,015 111.31 446,913

Table 4-28 shows the allocated peaking costs (max day and max hour) for public and private fire protection.
Revenue requirements (Line 1) shows the revenue requirements that must then be divided by the extra capacity
demand (line 2) to arrive at the unit cost of service (line 3 and 4, by ccf and thousands of gallons respectively). Max
day is calculated by the following: 1,500 gpm (gallons per minute) x 2 hours (duration) x 60/1000 (conversion to
kgal per hour) = 180. Max hour is 1,500 x 60/1000 x 24 — Max day = 1,980. Note: the fire demand (line 5) is
calculated using 1,500 gpm, which the District provided to Raftelis. The unit cost of service is then multiplied by

36 YORBA LINDA WATER DISTRICT



the fire demand (line 5) to arrive at fire protection costs (line 6). The fire demand % from Table 4-27 is then applied
to fire protection costs (line 6) to receive the allocation amounts (line 7 & 8).

Table 4-28: Allocation of Peaking Costs to Fire Protection

Allocation of Peaking Max Day Max Hour Notes
Costs to Fire

1 Revenue Requirements $3,325,324 $6,914,166 Table 4-25, [C3] and [C4]
2 Extra capacity demand ccf / day 10,110 21,231 Table 4-16

3 Unit Cost of service $ / ccf $328.92 $325.67 [1]/]2]

4 Unit Cost of service $ / kgal $439.73 $435.38 [3]x 1000 / 748

5 Fire Demand kgal 180 kgal 1,980 kgal 1,500 gpm for 2 hrs

6 Fire Protection Costs $79,151 $862,060 [4] x [6]

7 Private Fire 9% $7,136 $77,722 9% x [7]

8 Public Hydrants 91% $72,015 $784,339 91% x [7]

Table 4-29 shows the reallocated revenue requirements for the fire lines. Shown in column B are the amounts from
Table 4-28 that are allocated to private fire. These have been removed from the revenue requirements as they will
have a separate charge. The revenue requirements allocated to public hydrants are not removed due to the service
being of public benefit.

Table 4-29: Reallocated FY 2021 Revenue Requirements

. . Reallocated Net
Revenue Fire Protection A G
. Requi t Allocation LI
Cost Categories equiremen Requirement
A | B |

C=A+B
Water Supply $14,290,526 $14,290,526
Base Fixed $6,650,649 $6,650,649
Max Day $3,325,324 ($7,136) $3,318,188
Max Hour $6,914,166 (77,722) $6,836,444
Billing & CS $1,239,463 $1,239,463
Meters & Services $560,272 $560,272
Private Fire $84,858 $84,858
Total $32,980,401 $32,980,401

4.2.2.4. Step 4 — Calculate Unit Cost of Service
In Step 4, we develop unit costs for each cost component. The unit costs are developed by dividing the total cost for

each cost component by the total annual service units attributable to the cost component.

Table 4-30 illustrates the meter ratios using the meter hydraulic capacity as listed in Table B-1 of AWWA'’s M/
Manual. These ratios define meter sizes in terms of their equivalent capacity to 3/4-inch meters. For example, a 1-
inch meter has the equivalent capacity of 1.67 3/4-inch meters (column C, line 3). Using these ratios allows costs
to be distributed equitably across different meter sizes. To derive the total equivalent meter units (EMUs) served by
the District, we multiply the total meters at each meter size by their respective meter capacity ratios. The resulting
EMUs are shown in column E. Total meters at each size are shown in column A. The table also lists the total
annual bills for all meters in each meter size (column D), which is the number of meters multiplied by 12 months.
Total bills and EMUs are the units of service for the unit costs by cost component.
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Table 4-30: Meter Ratios and Equivalent Meter Units

Units of Service FY 2021 AWWA Ratio FY 2021
Meter Size |  #ofmeters | gom | | Bills | EMUs |
A | B | C=B/B3 |D=Ax1I2
26 20

5/8 1.00 312 312

3/4 5,602 30 1.00 67,224 67,224

1 18,049 50 1.67 216,588 360,980

11/2 602 100 3.33 7,224 24,080

2 1,108 160 5.33 13,296 70,912

3 7 350 11.67 84 980

4 3 630 21.00 36 756

6 1 1,600 53.33 12 640
Total Water

Meters 25,398 304,776 525,884
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Raftelis worked closely with District staff and the District’s Board of Directors to design the water rate structures that meet District objectives and meet
California regulatory requirements. As shown in Table 4-31, certain costs such as power, water supply, private fire, billing, and customer service (CS),
and meters are recovered through their respective water rate components. Some costs, however, are recovered across two different rate components. The
District Board instructed Raftelis to collect a portion of peaking costs from Capital Finance Charges to recover at least the current debt service payments.
The remaining peaking costs are recovered through the meter capacity component of the monthly service charges. The Board also made the decision to
collect approximately $3.4M, which is equal to the CIP for FY 2021, of the base fixed costs as part of the average fixed cost to deliver water to the end
user. The remainder of the base costs is recovered by the monthly service charges as part of the meter capacity component. Table 4-31, line 11 calculates
the unit cost of service for each rate component using the equivalent meter units in Table 4-30, fire demand units (FDUs) in Table 4-27, projected water
sales (ccf) in Table 4-4, and annualized customer bills (bills).

Table 4-31: FY 2021 Unit Cost of Service Calculations

FY 2021 Private Fi Capital
Net Revenues Monthly Service Charges Water Usage Rates rg:a: e;re Finance
Cost Categories from Rates g Charges
A G H
1 Power $1,222,191 $1,222,191
Water Supply
2 Fixed Costs $1,329,288 $1,329,288
Water Supply
3 Variable Costs $11,739,047 $11,739,047
4 Base $6,650,649 $3,207,360 $3,443,289
5 Peaking $10,154,632 $7,425,251 $2,729,381
6 Billing & CS $1,239,463  $1,239,463
7  Meters $560,272 $560,272
8  Private Fire $84,858 $84,858
9 Total $32,980,401 $1,239,463 $11,192,884 $13,068,335 $1,222,191 $3,443,289 $84,858 $2,729,381
10 Units of Service 304,776 525,884 7,380,219 7,380,219 7,380,219 531,426 525,884
bills EMUs ccf ccf ccf FDUs EMUs
Unit Cost of
11 Service $4.07 $21.29 $1.78 $0.17 $0.47 $0.16 $5.20
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4.3. Water Rate Design
4.3.1.PROPOSED MONTHLY FIXED SERVICE CHARGE

Fixed charges are designed to recover costs related to customer billing, meter servicing, and extra capacity costs.
Meter servicing costs are for such items as meter testing, repairs, and replacement. Table 4-32 derives the unit cost
for billing and customer service in column B and capacity in column C. Table 4-33 sums the billing and customer
service and capacity charges to derive the fixed cost per meter size prior to the proposed revenue adjustment
(column E). The unit cost in Table 4-32 (column C, row 3) is multiplied by the capacity ratio in Table 4-33
(column B) to derive the meter-based capacity charge in column D of Table 4-33. Table 4-34 presents the fixed
charges by meter size after shown utilizing revised COS.

Table 4-32: Development of Unit Monthly Fixed Service Charge

Fixed Charge Components Billing & Customer Service Capacity
A B C
1 Revenue Requirements $1,239,463 $11,192,884
Annual Units of Service
2 304,776 bills 525,884 EMUs
(Table 4-29)
Monthly Unit Cost
3 $4.07 $21.29

(11] / [2] rounded up)

Table 4-33: FY 2021 Revised Monthly Fixed Service Charges before Proposed Revenue Adjustment

Meter Size # of Meters  Capacity Ratios Billing & CS Capacity Revised COS
B (Table 4-30, C) C (Table 4-32) D=$21.29x B

5/8 26 1.00 $4.07 $21.29 $25.36
3/4 5,602 1.00 $4.07 $21.29 $25.36
1 18,049 1.67 $4.07 $35.48 $39.55
11/2 602 3.33 $4.07 $70.97 $75.04
2 1,108 5.33 $4.07 $113.55 $117.62
3 7 11.67 $4.07 $248.38 $252.45
4 3 21.00 $4.07 $447.09 $451.16

6 1 53.33 $4.07 $1,135.47 $1,139.54
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Table 4-34: FY 2021 COS Monthly Fixed Service Charges

Current Fixed Charge Revised COS

5/8 $22.26 $25.36
3/4 $22.26 $25.36
1 $37.18 $39.55
1% $74.14 $75.04
2 $118.67 $117.62
3 $259.84 $252.45
4 $467.59 $451.16
6 $1,039.15 $1,139.54

Table 4-35 shows the distribution of capital finance charges by meter size that were derived in Table 4-31. Capital
finance charges recovered via property tax statements will be collected semiannually rather than monthly.

Table 4-35: FY 2021 COS Capital Finance Charges
Monthly Capital Finance = Annual Capital Finance

Meter Size # of Meters Capacity Ratios Charges Charges
N B (Table 4-29, C) C=$520xB D=Cx 12
5/8 26 1.00 $5.20 $62.40
3/4 5,602 1.00 $5.20 $62.40
1 18,049 1.67 $8.67 $104.04
11/2 602 3.33 $17.34 $208.08
2 1,108 5.33 $27.74 $332.88
3 7 11.67 $60.67 $728.04
4 3 21.00 $109.20 $1,310.40
6 1 53.33 $277.34 $3,328.08

Table 4-36 shows the development of private fire service charges. Revenue requirements (Line 1) are from

Table 4-31 and Annual Units of Service for column A is from Table 4-27 while column B is calculated. The EMU
amount of 530,096 is the combination of 525,884 EMUs (Water Meter Service, Table 4-32) and 4,212 EMUs from
351 private fire services. The 4,212 EMU s is included because the private fire services are typically attached to a
5/8” meter flow detector, which must also have services and replacements. The combined count of 530,096 will
ensure the private fire service charge incorporates its responsible share of the $560,272 revenue requirement.
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Table 4-36: Development of Private Fire Service Charges

Line No. Fixed Charge Components Private Fire Demand  Meter Service

A B

1 Revenue Requirements $84,858 $560,272
2 Annual Units of Service 531,426 FDUs 530,096 EMUSs’
3 Monthly Unit Cost $0. 16 $1 .06

([1] / [2], rounded up)

Table 4-37 shows the breakdown of the different components for private fire charges. Fire capacity (Column D) is
calculated by multiplying monthly unit cost of private fire demand (from Table 4-36, column A) by fire demand
factor (column B). The revised COS in column E is calculated by adding Column B and D together.

Table 4-37: FY 2021 Private Fire Charges before Proposed Revenue Adjustment

Private Fire

Prlvate. Fire # of Meters Fire Demand Capacity Fire Line Revised COS
Service Factors
Component
B (Table 4-26) C (Table 4-36) D=$0.16x B
4 114 38.32 $1.06 $6.14 $7.20
6 137 111.31 $1.06 $17.81 $18.87
8 95 237.21 $1.06 $37.96 $39.02
10 5 426.58 $1.06 $68.26 $69.32

4.3.2.PROPOSED WATER USE CHARGES

Water use charges are volumetric rates ($/ccf) that recover the cost components shown in Table 4-38. The unit
costs and breakdown by category in Table 4-39 and Table 4-40. Table 4-39 values are directly from Table 4-31.
The summation shown in Table 4-39 is the combined unit costs for the revised FY 2021 period.

7525,884 EMUs + 4,212 EMUs from 351 private fire services assumed with a 5/8 meter for flow detection, which also
require meter services and meter replacements
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Table 4-38: Water Use Cost Component Descriptions

Power Recovers Power Related Costs
Water Supply Recovers Water Supply Related Costs
Delivery Recover a portion of Base Costs to meet average demand

Table 4-39: FY 2021 Revised COS Water Usage Rate

Cost Categories Water Usage Rates

Water Supply Delivery

1 Power $1,222,191
2 \():Vater Supply Fixed $1.329,288
osts

3 Water Supply Variable $11,739,047

Costs
4 Base $3,443,289
5 Total $13,068,335 $1,222,191 $3,443,289
6 Units of Service 7,380,219 ccf 7,380,219 ccf 7,380,219 ccf
7 Unit Cost of Service $1.78 $0.17 $0.47

Table 4-40: Revised FY 2021 Water Usage Rates (Before Revenue Adjustments)

‘Water Usage Rate Components Revised COS FY 2021 Rates

Water Supply $1.78

Power $0.17

Delivery $0.47
Total $2.42 / ccf

4.3.3.FIVE YEAR WATER RATE SCHEDULE
Table 4-41 contains the breakdown of the proposed five-year water rates through FY 2026. Calculations for the

revised COS analysis are shown in Table 4-33. A rate adjustment of 9% each fiscal year is recommended through
the end of FY 2026. The PFAS Impact Fee is not calculated as part of the cost of service for water. It will be
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implemented only during the period of Feb 1, 2021 to Dec 31, 2021 to mitigate the financial impact during the
construction period.

Table 4-41: Five-Year Proposed Water Rates

P AT FY 2021 FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026
Schedule
Monthly Service Current Revised 7/1/2021  7/1/2022  7/1/2023  7/1/2024  7/1/2025
Charges COS
5/8 $22.26 $25.36 $27.65 $30.14 $32.86 $35.82 $39.05
3/4 $22.26 $25.36 $27.65 $30.14 $32.86 $35.82 $39.05
1 $37.18 $39.55 $43.13 $47.02 $51.26 $55.88 $60.91
11/2 $74.14 $75.04 $81.80 $89.17 $97.20 $105.95 $115.49
2 $118.67 $117.62 $128.21 $139.75 $152.33 $166.04 $180.99
3 $259.84 $252.45 $275.19 $299.96 $326.96 $356.39 $388.47
4 $467.59 $451.16 $491.77 $536.03 $584.28 $636.87 $694.19
6 $1,039.15  $1,139.54  $1,242.10  $1,353.89  $1,475.75  $1,608.57  $1,753.35
Capital Finance
Charges®
5/8 $5.20 $5.67 $6.19 $6.75 $7.36 $8.03
3/4 $5.20 $5.67 $6.19 $6.75 $7.36 $8.03
1 $8.67 $9.46 $10.32 $11.25 $12.27 $13.38
11/2 $17.34 $18.91 $20.62 $22.48 $24.51 $26.72
2 $27.74 $30.24 $32.97 $35.94 $39.18 $42.71
3 $60.67 $66.14 $72.10 $78.59 $85.67 $93.39
4 $109.20 $119.03 $129.75 $141.43 $154.16 $168.04
6 $277.34 $302.31 $329.52 $359.18 $391.51 $426.75
Private Fire
4 $16.00 $7.20 $7.85 $8.56 $9.34 $10.19 $11.11
6 $35.00 $18.87 $20.57 $22.43 $24.45 $26.66 $29.06
8 $59.00 $39.02 $42.54 $46.37 $50.55 $55.10 $60.06
10 $94.00 $69.32 $75.56 $82.37 $89.79 $97.88 $106.69
PFAS Impact Fee
5/8 $3.40 $3.40 $3.40
3/4 $3.40 $3.40 $3.40
1 $5.66 $5.66 $5.66
11/2 $11.32 $11.32 $11.32
2 $18.12 $18.12 $18.12
3 $39.66 $39.66 $39.66
4 $71.40 $71.40 $71.40
6 $181.32 $181.32 $181.32
Water(gscac%e Rate $2.86 $2.42 $2.64 $2.88 $3.14 $3.43 $3.74

8 Capital Finance Charges are assessed on the property roll on an annual basis. The charges shown in Table 4-41 are
monthly. For example, in FY 2022, a 5/8” meter will be assessed at $68.04 ($5.67 x 12 months).
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4.4. Water Customer Impact Analysis

Before implementing new rates, it is critical to evaluate how the proposed rate structure will impact District
customers. Table 4-5 shows the estimated bill impacts under the proposed FY 2022 rates for a typical residential
customer with a 1-inch meter with usage ranging from 5 ccf'to 35 ccf. Note, the Water bill excludes the Capital
Finance Charges, which will be collected in the property tax rolls for each parcel. For a residential customer with a
1-inch meter the Capital Finance Charge will add $9.46 to their cost of water service, on a monthly basis.

Figure 4-5: Typical Residential Customer Bill Impacts

Residential Water Bill Impacts
1-inch meters incl. PFAS impact fees, excl. Capital (2022 vs Current)

5160
5140
5120
35100
380
S60
$40
320
S0
5 ccf 10 ccf 18 ccf 25 ccf 35 ccf
B Current Water Bills $57.14 571.44 59432 $114.34 $142.94
M Proposed Water Bills $62.00 $75.20 $96.32 $114.80 $141.20
Water Impact $4.86 $3.76 $2.00 $0.46 -§1.74

4.5. Water Drought Rate Development
4.5.1. WATER SHORTAGE STAGES AND PURPOSE OF DROUGHT RATES

The District’s water conservation ordinance consists of permanent year-round restrictions- focused on the
prevention of water waste- and four “Water Supply Shortage” stages as shown in Figure 4-6. These stages impose
increasing restrictions on water use to allow the District to meet all health and safety guidelines in the face of water
supply shortages. While permanent restrictions based on the conservation ordinance will be in effect all the time,
the District enters and exits stages based on Metropolitan Water District of Southern California’s (MWD) declared
“water condition alert.”

‘When Governor Edmund G Brown Jr rescinded the drought state of emergency for most of California, the District
Board of Directors voted unanimously to lift drought penalties on April 29, 2016.
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Figure 4-6: YLWD Water Conservation Stages

¢ Minimum Water Shortage
¢ Reduce Usage by 10%

¢ Moderate Water Shortage
Stage 2 * Reduce Usage by 10-20%

* Severe Water Shortage
Si--- - * Reduce Usage by 20 - 35%

e Critical Water Shortage
St * Reduce Usage more than 35%

In the case that drought stages are activated, alternative rates would be enforced to ensure full recovery of revenue
requirements for the District. A significant portion of the water system is based on fixed costs and cannot be
recovered with significant decreases in water sales. If water use declines to a lower level, this may risk the District’s
ability to maintain financial sufficiency. For this reason, drought rates have been developed to ensure that District
operations are financially sufficient for its fixed operating and capital expenditure costs.

4.5.2.FINANCIAL IMPACTS OF DROUGHT

45.2.1. Estimated Lost Revenues due to Reduced Water Sales

The financial impact at each drought stage is shown in Table 4-42. Rates are developed with a projected water
usage amount during the study period. If these projections fail to materialize due to a water shortage, there will be
a significant shortfall in revenue. As can be seen in the table, as water sales decline relative to the baseline demand
(No Drought), the projected revenue loss grows. To curtail these losses during a shortage the District will need to
increase the water usage rate. As can be seen from Table 4-42, each stage calls for a larger reduction in water use,
and as a result, a larger increase in the usage rates will be necessary.

Table 4-42: FY 2022 Estimated Loss Revenues due to Reduced Water Sales by Stages

Drought Stages 0 1 2 K] 4
Minimum Moderate ..
No Drought - S Severe Shortage  Critical Shortage
Water Sales Reduction 0% 10% 20% 35% 50%
Projected Water Sales 7,380,219 ccf 6,642,197 ccf 5,904,175 ccf 4,797,142 ccf 3,690,110 ccf
Water Usage Rate $2.64 /ccf $2.64 /ccf $2.64 /ccf $2.64 /ccf $2.64 /ccf
Projected Usage Rev $19,483,778 $17,535,400 $15,587,023 $12,664,456 $9,741,889
Revenue Loss $1,948,378 $3,896,756 $6,819,322 $9,741,889
45.2.2. Estimated Lost Revenues due to Reduced Water Sales

‘When water sales are reduced, the revenue shortfall is offset to some degree as some purchased water costs for the
year are avoided. For example, in Table 4-43, the quantity of water sales (Line 1 & 2) declines, which results in a
reduction in variable water supply costs (Line 15). The cost savings at stage 1 is $1,204,892 (Line 16) compared to
the “No Drought” scenario. The “No Drought” scenario assumes normal sales for FY 2022 and normal BPP at
75% instead of the temporary reduced BPP due to PFAS.
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| | DroughtStages | | NoDrought | Stagel | Stage2 | Stage3 | Stage4 |
1 Water Sales ccf 7,380,219 6,642,197 5,904,175 4,797,142 3,690,110
2 AF 16,943 15,248 13,554 11,013 8,471
3 Water loss 8% 8% 8% 8% 8%
4 Normal BPP 75% 75% 75% 75% 75%
5 Quantity Purchased 18,416 AF 16,574 AF 14,733 AF 11,970 AF 9,208 AF
6 OCWD BPP 13,812 AF 12,431 AF 11,050 AF 8,978 AF 6,906 AF
7 MWDOC 4,604 AF 4,144 AF 3,683 AF 2,993 AF 2,302 AF
8 July — December 58.6% 2,699 AF 2,429 AF 2,159 AF 1,754 AF 1,349 AF
9 January — June 41.4% 1,905 AF 1,715 AF 1,524 AF 1,238 AF 953 AF
Variable Water Supply Unit
10
Costs
11  OCWDRA $497 /AF $497 /AF $497 /AF $497 /AF $497 /AF
12 MWD Tier 1 Treated
13 July — December $1,104 /AF  $1,104 /AF  $1,104 /AF  $1,104 /AF  $1,104 /AF
14  January - June $1,159 /AF  $1,159 /AF  $1,159 /AF  $1,159 /AF  $1,159 /AF
15 xfgg;‘)”ater Supply Costs $12,048,915 $10,844,024  $9,639,132  $7,831,795  $6,024,458
16  variable Water Supply Costs $12,048,915 $12,048,915 $12,048,915 $12,048,915 $12,048,915
(No Drought)
17 Water Supply Cost Savings N/A -$1,204,892 -$2,409,783 -$4,217,120 -$6,024,458
4.5.2.3. Net Financial Costs of Drought and Drought Rates

Table 4-43: FY 2022 Estimated Variable Water Supply Cost Savings Calculations

Table 4-44 combines the financial impact of drought from revenue loss in Table 4-42 and water supply cost savings
in Table 4-43 to derive drought rates for FY 2022. The net impact shown in Line 3 is then divided by the projected
water sales at each shortage to calculate the uniform incremental drought rate for the District at each Drought

Stage.

Table 4-44: FY 2022 Incremental Drought Rates on Water Usage Rates

Drought Stages 1 2 K) 4
Shortage Description Minimum Shortage = Moderate Shortage Severe Shortage Critical Shortage
Water Sales Reduction 10% 20% 35% 50%
1 Revenue Loss $1,948,378 $3,896,756 $6,819,322 $9,741,889
2 Water Supply Cost Savings -$1,204,892 -$2,409,783 -$4,217,120 -$6,024,458
3 Net Revenue Loss $743,486 $1,486,973 $2,602,202 $3,717,432

Sales subject to Drought

4 Cost Recovery 6,642,197 ccf
Uniform Incremental
> Drought Rates $0.12 /ccf

4.5.3.PROPOSED 5-YEAR DROUGHT RATES

5,904,175 ccf

$0.26 /ccf

4,797,142 ccf

$0.55 /ccf

3,690,110 ccf

$1.01 /ccf

The proposed five-year drought rates are shown in Table 4-45. The process shown in Table 4-42 through
Table 4-44 is repeated for each fiscal year of the rate setting period. As the shortage increases, the incremental costs
will increase to recover the revenue loss. The drought rates shown are calculated assuming the proposed water rates

in this Study are implemented in each fiscal year as planned.
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Table 4-45: Proposed 5-year Incremental Drought Rates

Drought Stages Rediaclteiim Drought Rates ($/ccf)

FY 2022 FY 2023 FY 2024 FY 2025 FY 2026
Water Usage Rates (No Shortage) $2.64 /ccf $2.88 /ccf $3.14 /ccf $3.43 /ccf $3.74 /ccf
% Increase 9% 9% 9% 9%
No Drought  No Shortage 0% $0.00 /ccf $0.00 /ccf $0.00 /ccf $0.00 /ccf $0.00 /ccf
Stage 1 Minimum Shortage 10% $0.12 /ccf $0.14 /ccf $0.16 /ccf $0.18 /ccf $0.20 /ccf
Stage 2 Moderate Shortage 20% $0.26 /ccf $0.29 /ccf $0.32 /ccf $0.35 /ccf $0.39 /ccf
Stage 3 Severe Shortage 35% $0.55 /ccf $0.60 /ccf $0.66 /ccf $0.73 /ccf $0.80 /ccf
Stage 4 Critical Shortage 50% $1.01 /ccf $1.11 /ccf $1.22 /ccf $1.34 /ccf $1.47 /ccf
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5. Sewer Financial Plan and
Rates

5.1. Sewer Financial Plan

The financial plan provides long-term financial projections for the Sewer Fund based on projected revenues, O&M
expenses, wastewater CIP, and debt service payments. The financial plan includes a cashflow summary and the
rate revenue requirement, the latter being the key factor driving rate development. The long-term financial plan
timeframe spans FY 2021 through FY 2029.

5.1.1.CURRENT SEWER REVENUES

The current District wastewater rates and rate structure were effective as of July 1, 2020. Table 5-1 shows the
current monthly charge for each customer class along with the commercial usage charge. Single-family residential
(SFR) pays a fixed monthly charge while master metered accounts pay a fixed charge per dwelling unit ($/DU).
Commercial customers are assessed a fixed charge per account ($/account) that covers flows up to 7 ccf and a
sewer flow charge assessed on a 90% return factor’. The current rates in Table 5-1 are multiplied by the respective
units of service in Table 5-2 to calculate the total wastewater rate revenues in Table 5-3. Note that charges assessed
per account or dwelling unit are multiplied by 12 months (number of billing periods per year) to estimate the
respective revenues. For example, in FY 2021 the number of accounts are multiplied by their respective service
charge, and multiplied by 12, to yield the service charge revenue for the year of $2,565,105. Usage quantity is listed
as the annual amounts so multiplication by billing periods is not necessary. These current wastewater rate revenues
are listed in the top line of Table 5-3, with non-rate revenues listed below. The non-rate revenues are projected
based on inflationary assumptions from Table 2-1.

Table 5-1: Current District Sewer Rates

[ Effective July 1, 2020

Sewer Monthly Service Charge

Residential $8.10
Master Metered ($/DU) $7.62
Commercial $8.10

Commercial Sewer Usage Rates ($/ccf)
Tier 1 (0 — 7 ccf) $0.00
Tier 2 (8+ ccf) $0.52

° A return to sewer factor means that 90% of water use is assumed to enter the sewer collection system.
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Table 5-2: Projected Sewer Revenues from Current Rates

Current FY 2026 -
FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2028

Sewer Monthly

Service Charge

Residential $8.10 24,305 24,313 24,324 24,345 24,366 24,383
Master Metered

(per DU) $7.62 1,553 1,557 1,557 1,557 1,557 1,557
Commercial $8.10 624 625 625 625 625 625
Commercial Usage

Rates ($/ccf)

Tier 1 (0-7 ccf) $0.00 4,715 4,715 4,715 4,715 4,715 4,715
Tier 2 (8+ ccf) $0.52 250,773 250,773 250,773 250,773 250,773 250,773
Projected Revenues

Sewer Monthly

Sesies Chene $2,565,105 $2,566,346  $2,567,415 $2,569,456 $2,571,497 $2,573,150
Commercial Usage $130,402  $130,402  $130,402  $130,402  $130,402  $130,402

Current Sewer

Rate Revonncs $2,695,507 $2,696,748 $2,697,817 $2,699,858 $2,701,899 $2,703,552

Table 5-3: Projected Current Sewer Revenues

FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 FY 2027 FY 2028

1 SEWER REVENUES

2 OPERATING REVENUES

3 Revenues from Current Rates $2,695,507 $2,695,507 $2,696,748 $2,697,817 $2,699,858 $2,701,899 $2,703,552 $2,703,552

4 Proposed Rev Adjustments $0 $404,326 $869,701 $1,405,225 $2,022,211 $2,189,137 $2,361,767 $2,539,053

5 Other Operating Rev $40,545 $40,950 $41,360 $41,774 $42,191 $42,613 $43,039 $43,470

6  SUBTOTAL OPERATING REVENUES $2,736,052  $3,140,784 $3,607,809 $4,144,816 $4,764,260  $4,933,649 $5,108,358  $5,286,074

7  NON-OPERATING REVENUES

8 Property Tax $0 $0 $0 $0 $0 $0 $0 $0

9 Investment Income $50,000 $47,536 $40,878 $39,081 $43,640 $49,668 $54,779 $58,808
10 Other Non-Oper Rev $19,200 $19,392 $19,586 $19,782 $19,980 $20,179 $20,381 $20,585
11  SUBTOTAL NON-OPERATING REVENUES $69,200 $66,928 $60,464 $58,862 $63,620 $69,848 $75,161 $79,393
12 TOTAL SEWER REVENUES $2,805,252  $3,207,712  $3,668,273  $4,203,678  $4,827,880  $5,003,497 $5,183,518 $5,365,467

5.1.2.SEWER O&M EXPENSES
Table 5-4 lists the projected wastewater O&M expenses for the study period. The FY 2021 budgeted O&M

expenses are escalated based on the inflationary assumptions in Table 2-1.

Table 5-4: Projected Sewer O&M Expenses

Sewer O&M Expenses Summary  FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 FY 2027 FY 2028

Salary Related Expenses $1,738,874 $1,877,984 $2,028,223 $2,190,480 $2,365,719 $2,554,976 $2,759,375 $2,980,124
UAL Funding OPEB / Pension $0 $163,099 $163,099 $163,099 $163,099 $163,099 $163,099 $163,099
Supplies and Services $1,323,233 $982,065 $1,002,617 $1,023,626 $1,045,102 $1,067,059 $1,089,507 $1,112,459
Other Non-Operating Expenses $32,895 $33,553 $34,224 $34,908 $35,607 $36,319 $37,045 $37,786
Total Sewer 0&M Expenses $3,095,002 $3,056,701 $3,228,163 $3,412,114 $3,609,527 $3,821,453 $4,049,026 $4,293,469
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5.1.3.SEWER CIP FUNDING

The District provided Raftelis the annual sewer CIP expenses that are incorporated into the financial plan. The
annual expenses are shown in Figure 5-1. Raftelis escalates the yearly expenses by 3% per year to account for
projected construction cost inflation. Wastewater operations will generate enough revenue to finance the projected
CIP entirely through cash funded/PAYGO (green bars).

Figure 5-1: Projected Annual Sewer CIP Funding

Sewer Capital Financial Plan
Updated Sewer CIP Jan 2021
$1.2 $1.05
c
2 310 $0.87

. 0.74
= $S0.8 $0.74 $0.64 $0.66 i
506 $0.54  $0.56
$0.4
$0.2
$0.0

FY 2021 FY2022 FY2023 FY2024 FY2025 FY2026 FY2027 FY2028

| W PAYGO M New Debt Funded @ Total Sewer CIP |

5.1.4.SEWER DEBT SERVICE
5.1.4.1. Net Financial Costs of Drought and Drought Rates
The District currently has no outstanding debt for the Sewer Fund.

5.1.5.STATUS QUO SEWER FINANCIAL PLAN

Table 5-5 summarizes the status quo wastewater financial plan without revenue increases. The cash flow
incorporates the revenues from current rates and non-rate revenues (Table 5-3), O&M expenses (Table 5-4), and
capital improvement projects to project the ending balances. All projections shown in the table are based upon the
District’s current rate structure and do not include rate adjustments.

Under the “status-quo” financial plan scenario, the District will generate negative cashflow every year of the study

period. Revenues generated from rates and other miscellaneous revenues will be inadequate to sufficiently recover
operating expenses, capital expenditures, and to maintain adequate reserves starting in FY 2022.
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Table 5-5: Status Quo Sewer Financial Plan

FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 FY 2027 FY 2028

1 SEWER REVENUES

2 OPERATING REVENUES
3 Revenues from Current Rates $2,695,507 $2,695,507 $2,696,748 $2,697,817 $2,699,858 $2,701,899 $2,703,552 $2,703,552
4 Proposed Rev Adjustments $0 $0 $0 $0 $0 $0 $0 $0
5 Other Operating Rev $40,545 $40,950 $41,360 $41,774 $42,191 $42,613 $43,039 $43,470
6 SUBTOTAL OPERATING REVENUES $2,736,052  $2,736,458  $2,738,108  $2,739,590  $2,742,049 $2,744,512  $2,746,591  $2,747,021
7 NON-OPERATING REVENUES
8 Property Tax $0 $0 $0 $0 $0 $0 $0 $0
9 Investment Income $50,000 $45,504 $32,424 $19,109 $6,245 -$9,265 -$27,615 -$49,042
10 Other Non-Oper Rev $19,200 $19,392 $19,586 $19,782 $19,980 $20,179 $20,381 $20,585
11 SUBTOTAL NON-OPERATING REVENUES $69,200 $64,896 $52,010 $38,891 $26,225 $10,914 -$7,234 -$28,457
12 TOTAL SEWER REVENUES $2,805,252  $2,801,354  $2,790,117  $2,778,482  $2,768,274  $2,755,427  $2,739,357  $2,718,564
13
14 SEWER EXPENSES
15 Salary Related Expenses $1,738,874 $1,877,984 $2,028,223 $2,190,480 $2,365,719 $2,554,976 $2,759,375 $2,980,124
16 UAL Funding OPEB / Pension $0 $163,099 $163,099 $163,099 $163,099 $163,099 $163,099 $163,099
17 Supplies and Services $1,323,233 $982,065 $1,002,617 $1,023,626 $1,045,102 $1,067,059 $1,089,507 $1,112,459
18 Other Non-Operating Expenses $32,895 $33,553 $34,224 $34,908 $35,607 $36,319 $37,045 $37,786
19 TOTAL SEWER EXPENSES $3,095,002  $3,056,701  $3,228,163  $3,412,114  $3,609,527 $3,821,453  $4,049,026  $4,293,469
20 NET REVENUES -$289,750 -$255,347 -$438,045 -$633,632 -$841,253 -$1,066,026 -$1,309,669 -$1,574,905
21
22 SEWER DEBT SERVICE
23 Current Debt Service $0 $0 $0 $0 $0 $0 $0 $0
24 Proposed Debt Service $0 $0 $0 $0 $0 $0 $0 $0
25 TOTAL SEWER DEBT SERVICE $0 $0 $0 $0 $0 $0 $0 $0

26 SEWER CAPITAL EXPENDITURES

27 PAYGO $737,000 $872,410 $1,050,291 $540,900 $557,127 $637,601 $656,729 $744,074
28 New Debt Funded $0 $0 $0 $0 $0 $0 $0 $0
29 TOTAL SEWER CAPITAL EXPENDITURES $737,000 $872,410 $1,050,291 $540,900 $557,127 $637,601 $656,729 $744,074
30 NET CASH CHANGES -$1,026,750 -$1,127,757 -$1,488,336 -$1,174,532 -$1,398,380 -$1,703,627 -$1,966,397 -$2,318,978
31 BEGINNING UNRESTRICTED BALANCES $6,141,057 $5,114,307 $3,986,550 $2,498,213 $1,323,682 -$74,698 -$1,778,325 -$3,744,723
32 ENDING UNRESTRICTED BALANCES $5,114,307 $3,986,550 $2,498,213 $1,323,682 -$74,698 -$1,778,325 -$3,744,723 -$6,063,701
33 TARGET BALANCES $4,552,336 $4,678,302 $4,898,461 $4,434,427 $4,499,332 $4,632,061 $4,707,303 $4,854,922
34 Operations 90 days $763,151 $753,707 $795,985 $841,343 $890,020 $942,276 $998,390 $1,058,664
35 Capital 100% $737,000 $872,410 $1,050,291 $540,900 $557,127 $637,601 $656,729 $744,074
36 Emergency 5% $3,006,205 $3,006,205 $3,006,205 $3,006,205 $3,006,205 $3,006,205 $3,006,205 $3,006,205
37 Employee Liability $45,980 $45,980 $45,980 $45,980 $45,980 $45,980 $45,980 $45,980 $45,980

r r r r r r r r

1 Debt Coverage (excl. LOC) #N/A #N/A #N/A #N/A #N/A #N/A #N/A #N/A
2 Min Debt Coverage 1.25x 1.25x 1.25x 1.25x 1.25x 1.25x 1.25x 1.25x
3 Policy Debt Coverage 2.25x 2.25x 2.25x 2.25x 2.25x 2.25x 2.25x 2.25x
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The top right graph in Figure 5-2 shows the operating financial plan represented in Table 5-5 with no revenue
adjustments (top left graph). District costs are represented by the stacked bars. Note that there is no current wastewater
debt service. The District would use reserves to fund revenue shortfalls, as shown by the red bars below the x-axis. The
capital improvement plan is shown in the bottom left. The bottom right graph illustrates that the ending fund balance
goes negative by FY 2025, failing to meet target balances starting in FY 2022.

Figure 5-2: Status Quo Sewer Financial Plan
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5.1.6.PROPOSED SEWER FINANCIAL PLAN

Raftelis developed a long-term financial plan model incorporating the known and forecasted cost increases for
operating and capital expenditures. The results were presented to and discussed with the District Board of
Directors. The proposed revenue adjustments for the Sewer Fund are shown in Table 5-6.

Table 5-6: Proposed Sewer Revenue Adjustments

2022 July 15%
2023 July 15%
2024 July 15%
2025 July 15%
2026 July 3.5%
2027 July 3.5%
2028 July 3.5%

These revenue adjustments are incorporated into Raftelis’ recommended financial plan. Under this proposed
financial plan scenario, the District’s projected cashflow is positive in all future years of the study period. Equally
critical, ending reserve balances will be near or above target in each year.
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The top right graph in Figure 5-3 shows the operating financial plan represented in Table 5-7. District costs are
represented by the stacked bars. The District uses reserves to fund the modest shortfall in FY 2021, as shown by the
red bars below the x-axis in that year. The capital improvement plan is shown in the bottom left and is projected to
be fully funded as PAYGO. As indicated in the bottom right graph of Figure 5-3, ending reserve balances remain
positive and, on average, close to or above the target.

Figure 5-3: Proposed Sewer Financial Plan
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Table 5-7: Proposed Sewer Financial Plan

1 SEWER REVENUES

FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 FY 2027 FY 2028

2 OPERATING REVENUES

3 Revenues from Current Rates $2,695,507 $2,695,507 $2,696,748 $2,697,817 $2,699,858 $2,701,899 $2,703,552 $2,703,552

4 Proposed Rev Adjustments $0 $404,326 $869,701 $1,405,225 $2,022,211 $2,189,137 $2,361,767 $2,539,053

5 Other Operating Rev $40,545 $40,950 $41,360 $41,774 $42,191 $42,613 $43,039 $43,470

6 SUBTOTAL OPERATING REVENUES $2,736,052  $3,140,784 $3,607,809 $4,144,816 $4,764,260  $4,933,649  $5,108,358  $5,286,074

7 NON-OPERATING REVENUES

8 Property Tax $0 $0 $0 $0 $0 $0 $0 $0

9 Investment Income $50,000 $47,536 $40,878 $39,081 $43,640 $49,668 $54,779 $58,808
10 Other Non-Oper Rev $19,200 $19,392 $19,586 $19,782 $19,980 $20,179 $20,381 $20,585
11 SUBTOTAL NON-OPERATING REVENUES $69,200 $66,928 $60,464 $58,862 $63,620 $69,848 $75,161 $79,393

12 TOTAL SEWER REVENUES

$2,805,252  $3,207,712  $3,668,273  $4,203,678  $4,827,880  $5,003,497  $5,183,518  $5,365,467

13

14 SEWER EXPENSES

15 Salary Related Expenses $1,738,874 $1,877,984 $2,028,223 $2,190,480 $2,365,719 $2,554,976 $2,759,375 $2,980,124
16 UAL Funding OPEB / Pension $0 $163,099 $163,099 $163,099 $163,099 $163,099 $163,099 $163,099
17 Supplies and Services $1,323,233 $982,065 $1,002,617 $1,023,626 $1,045,102 $1,067,059 $1,089,507 $1,112,459
18 Other Non-Operating Expenses $32,895 $33,553 $34,224 $34,908 $35,607 $36,319 $37,045 $37,786

19 TOTAL SEWER EXPENSES

$3,095,002  $3,056,701  $3,228,163  $3,412,114  $3,609,527  $3,821,453  $4,049,026  $4,293,469

20 NET REVENUES

-$289,750 $151,011 $440,110 $791,564 $1,218,353  $1,182,044 $1,134,493  $1,071,998

21

22 SEWER DEBT SERVICE

23 Current Debt Service $0 $0 $0 $0 $0 $0 $0 $0
24 Proposed Debt Service $0 $0 $0 $0 $0 $0 $0 $0
25 TOTAL SEWER DEBT SERVICE $0 $0 $0 $0 $0 $0 $0 $0
26 SEWER CAPITAL EXPENDITURES

27 PAYGO $737,000 $872,410 $1,050,291 $540,900 $557,127 $637,601 $656,729 $744,074
28 New Debt Funded $0 $0 $0 $0 $0 $0 $0 $0

29 TOTAL SEWER CAPITAL EXPENDITURES

$737,000 $872,410  $1,050,291 $540,900 $557,127 $637,601 $656,729 $744,074

30 NET CASH CHANGES

-$1,026,750 -$721,399 -$610,181 $250,665 $661,226 $544,443 $477,764 $327,924

31 BEGINNING UNRESTRICTED BALANCES

$6,141,057 $5,114,307 $4,392,908 $3,782,727 $4,033,391 $4,694,617 $5,239,061 $5,716,824

32 ENDING UNRESTRICTED BALANCES

$5,114,307  $4,392,908  $3,782,727  $4,033,391  $4,694,617  $5,239,061  $5,716,824  $6,044,749

33 TARGET BALANCES

$4,552,336  $4,678,302  $4,898,461  $4,434,427  $4,499,332  $4,632,061  $4,707,303  $4,854,922

34 Operations 90 days $763,151 $753,707 $795,985 $841,343 $890,020 $942,276 $998,390  $1,058,664
35 Capital 100% $737,000 $872,410  $1,050,291 $540,900 $557,127 $637,601 $656,729 $744,074
36 Emergency 5% $3,006,205  $3,006205  $3,006,205  $3,006,205  $3,006,205  $3,006,205  $3,006,205  $3,006,205
37 Employee Liability $45,980 $45,980 $45,980 $45,980 $45,980 $45,980 $45,980 $45,980 $45,980
1 Debt Coverage (excl. LOC) Y ogNa " N " N " N T N T o#N/A T #N/A T #NJA
2 Min Debt Coverage 1.25x 1.25x 1.25x 1.25x 1.25x 1.25x 1.25x 1.25x
3 Policy Debt Coverage 2.25x 2.25x 2.25x 2.25x 2.25x 2.25x 2.25x 2.25x
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5.2. Sewer Cost of Service Analysis

This section discusses the allocation of O&M expenses and capital costs to sewer functions, cost components, the
determination of unit costs, and rate calculation by customer class. The proposed Sewer utility costs of service are
developed consistent with guidelines detailed in the Water Environment Federation’s (WEF) Manual of Practice No.
27, Financing and Charges for Sewer Systems.

The sewer cost-of-service analysis consists of 4 major steps, as outlined below:

1. Functionalize O&M and capital costs into functions: pumping (lift), collection, billing, customer
service, and general & administration

2. Determine revenue requirements and allocate the revenue requirements in each function to cost
components: flow, billing and customer service, and general

3. Calculate the unit cost of service by dividing the total cost of each cost component in Step 2 by units of
service

4. Calculate the sewer rates by customer class using unit cost of service and corresponding respective
service level

5.2.1.DETERMINE UNITS OF SERVICE

The next step is to determine the units of service for each cost component. The units of service by cost component
and by class is shown in Table 5-8. The number of dwelling units presented under “# of Units”, total annual bills
under “# of bills”, and the last three right columns describe the annual flow. For the residential class, estimated
annual flows in ccf (2,041,620) are calculated through multiple steps. Gallons per capita per day (gpcd) flow (55) is
multiplied by the average household size (3.06), which is then converted to ccf/month (multiplied by
365/12/748.05). This results in the sewer flow per month of approximately 7 ccf, which is then multiplied by the
number of dwelling units (24,305). This is then converted to an annual basis by multiplying by 12 billing periods.
An identical calculation is performed for the master metered class assuming a slightly smaller average household
size. For the commercial class, the previous annual usage is projected to remain flat. The usage summed is utilized
for the Units of Service with the base flow being tier 1 usage and “extra sewer flow” being the tier 2 usage. This is
in addition to the fixed charge based on # of bills.

Table 5-8: Sewer Units of Service

Estimated 10 | Household T # of . DL Extra sewer Lo
Sewer Flows GPCD Size flow per Units # of bills sewer flow (cch) sewer
month flow (ccf) flow (ccf)

Residential 3.06 7 ccf 24,305 291,660 2,041,620 2,041,620
Master 55 2.50 6 ccf 1,553 18,636 111,816 111,816
Metered

Commercial 7 ccf 624 7,488 4,715 250,773 255,488
Total 26,482 317,784 2,158,151 250,773 2,408,924

5.2.2.FUNCTIONALIZE AND ALLOCATE O&M AND CAPITAL COSTS
Raftelis functionalized the Sewer Fund’s O&M expenses and asset database for the O&M and capital cost

allocations, respectively. Raftelis reviewed sewer O&M expenses line by line to determine the most appropriate

10 Gallons per capita per day assumes indoor use of 55 gallons per capita per day, consistent with State water efficiency
standards for residential indoor water use (SB x7-7).
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system function. Table 5-9 and Table 5-10 summarize the functionalized O&M costs for the Sewer Fund for
FY 2021, the test year.

Table 5-9: Functionalization of O&M Costs

Gen & Customer

Salary Related Expenses $1,738,874 50.0% O% 40.0% 10.0%
Eg}siflfndmg OPEB / $0 50.0% 0.0% 40.0% 10.0%
Supplies and Services

Board election $6,335 100.0%

Communications $37,134 100.0%

Contractual services $66,878 100.0%

Data processing $41,457 100.0%

District activities $6,941 100.0%

Dues and memberships $15,075 100.0%

Fees and permits $160,565 100.0%

Insurance $50,708 100.0%

Maintenance $180,820 100.0%

Materials $75,800 100.0%

Noncapital equipment $48,691 100.0%

Office expense $5,572 100.0%

Professional services $482,272 100.0%

Training $14,832 100.0%

Travel and conferences $5,630 100.0%

Uncollectible accounts $1,470 100.0%

Utilities $28,913 100.0%

Vehicle expense $94,140 100.0%

Other Non-Operating $32,895 100.0%
Expenses
Ei;fnizr“ O&M $3,095,002 $0 $1,154,970  $1,027,668  $697,020  $215,344

The fixed asset database was provided and functionalized by District staff. Raftelis calculated the asset replacement
cost valued as Replacement Cost Less Depreciation (RCLD).

Table 5-10: Functionalization of Sewer Assets

. . Gen & erye Customer

2-1500  Pumping Plant $216,222 100.0%
2-1520 Transmission and Distrib. Plant $0 100.0%
2-1850  Transmission and Distrib. Plant  $55,511,012 100.0%
2-1960  Transmission and Distrib. Plant $3,748,048 100.0%
2-2120  General Plant $0 100.0%
2-2200 General Plant $648,809 100.0%
Total Sewer Asset Values $60,124,091 $216,222 $59,259,060 $648,809 $0 $0

Each of the wastewater functions were allocated to the following cost components: flow, billing and customer
service, and general based on District data. This is presented in Table 5-11.
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Table 5-11: Allocations of Sewer Functions to Cost Components

Pumping 100.0%

Collection 100.0%

Gen & Admin 100.0%
Billing 100.0%

Customer Service 100.0%

Table 5-12 uses the allocation factors from Table 5-11 to allocate all costs to the cost components.

Table 5-12: Allocations of Functionalized O&M Expenses to Cost Components

Pumping 100.0% 0.0% 0.0%
Collection $1 ,154,970 100.0% 0.0% 0.0%
Gen & Admin $1,027,668 0.0% 0.0% 100.0%
Billing $697,020 0.0% 100.0% 0.0%
Customer Service $215,344 0.0% 100.0% 0.0%
Total Sewer O&M Expenses $3,095,002 $1,154,970 $912,364 $1,027,668

Total Allocation % 100% 37.3% 29.5% 33.2%

Table 5-13 uses the allocation factors in Table 5-11 and asset values in Table 5-10 to allocate capital costs to the cost
components.
Table 5-13: Allocations of Functionalized Sewer Assets to Cost Components

. Asset Value by 1

Pumping $216,222 100.0% 0.0% 0.0%
Collection $59,259,060 100.0% 0.0% 0.0%
Gen & Admin $648,809 0.0% 0.0% 100.0%
Billing $0 0.0% 100.0% 0.0%
Customer Service $0 0.0% 100.0% 0.0%
Total Sewer O&M Expenses $60,124,091 $59,475,282 $0 $648,809

Total Allocation % 100% 98.9% 0% 1.1%
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5.2.3.DETERMINE REVENUE REQUIREMENT AND ALLOCATE REVENUE
REQUIREMENT TO COST COMPONENTS

The revenue requirement is the amount of annual revenue the utility must generate to meet its estimated annual
operating expenses, capital expenses, and reserve funding. Note that determining the revenue requirement is the
first step shown in the Water System cost-of-service analysis, but the fifth step shown in the Sewer System cost-of-
service analysis. The process, however, is the same. The net revenue requirement from current District rates is
shown in Table 5-14, line 13. Non-rate revenues (i.e., revenue offsets) on line 12, are subtracted from the revenue
requirement to determine the net revenue requirement from current District rates in line 13, which is the same
value as current rate revenue in Table 5-3, line 3.

Table 5-14: FY 2021 Sewer Revenue Requirement from Current District Rates

|_____| Current Revenue Requirements __|_FY 2021

1 REVENUE REQUIREMENTS

2 O&M Expenses $3,095,002 O&M
3 Debt Service $0 Capital
4 Rate Funded CIP $737,000 Capital
5 Reserve Funding w/o Revenue Adjustment ($1,026,750) Capital
6 SUBTOTAL REVENUE REQUIREMENTS $2,805,252

7 OTHER REVENUES OFFSETS

8 Other Operating Revenue $40,545 Capital
9 Property Tax $0 Capital
10 Investment Income $50,000 Capital
11 Other Non-Operating Revenue $19,200 Capital
12 SUBTOTAL OTHER REVENUES OFFSETS $109,745

NET REVENUE REQUIREMENTS FROM
13 CURRENT RATES $2,695,507
(Without Revenue Adjustment)

Table 5-15 allocates the revenue requirement in Table 5-14 to the wastewater cost components using the allocation
percentages in Table 5-11.
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Table 5-15: FY 2021 Revenue Requirement Allocation to Cost Components

Current Rev Requirements FY 2021 B111(1:nSg &

Revenue Requirements

O&M Expenses $3,095,002 $1,154970  $912,364 $1,027,668
Debt Service $0 $0 $0 $0
Rate Funded CIP $737,000 $729,047 $0 $7,953
Reserve Funding w/o Revenue

Ao ($1,026,750)  ($1,015,670) $0 ($11,080)
Subtotal Revenue Requirements $2,805,252 $868,347  $912,364  $1,024,541
Less Other Revenue Offset

Other Operating Revenue $40,545 $40,107 $0 $438
Property Tax $0 $0 $0 $0
Investment Income $50,000 $49,460 $0 $540
Other Non-Operating Revenue $19,200 $18,993 $0 $207
Subtotal Other Revenue Offset $109,745 $108,561 $0 $1,184
NERIEETUE TG e $2,695,507 $759,786  $912,364  $1,023,357

Revenue Adjustments)

5.2.4.CALCULATE SEWER UNIT COST OF SERVICE

The allocated net revenue requirements of each cost component from Table 5-15 are listed in line 1 of Table 5-16.
These are divided by the appropriate units of service in line 2 to arrive at the unit cost of service in line 4.

Table 5-16: Calculations of Sewer Unit Cost of Service

Unit Cost Calculations Flow Billing & CS General
A B C

Revenue Requirements

1 (Table 5-15) $759,786 $912,364 $1,023,357
Units of Service

2 (Table 5-8) 2,408,924 317,784 317,784

3 Units Ccf / year bills bills

4 Unit Cost of Service ([1] / [2]) $0.32 $2.87 $3.22

5.2.5.CALCULATE SEWER COST BY CUSTOMER CLASS

The unit costs of service from Table 5-16 are presented in line 1 of Table 5-17. The units of service in columns A
through D are broken out by customer class. These values are from Table 5-8. Each customer class’ units of service
(line 4) is multiplied by the respective unit cost of service (line 1) to arrive at the customer class revenue
requirements in lines 5, 8 and 11. The total revenue requirement by class in column D is used to calculate rates in
the next section.
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Table 5-17: Allocation of Sewer Revenue Requirements to Customer Classes

Billing & CS
A B C D |

Unit Cost of Service $0.32 $2.87 $3.22

per ccf per bill per bill
Residential (7 ccf)
Units of Service 2,041,620 291,660 291,660 291,660
Residential Rev Requirements $643,937 $837,361 $939,230 $2,420,528
Master Metered (6 ccf)
Units of Service 111,816 18,636 18,636 18,636
Master Metered Rev
Requirements $35,267 $53,504 $60,013 $148,785

Commercial (7 ccf)

Units of Service 255,488 7,488 7,488
Commercial Rev $80,582 $21,498 $24,114 $126,194
Requirements

5.3. Sewer Rate Development
5.3.1.PROPOSED RATES

The proposed rate derivation for each customer class is shown in Table 5-18 through Table 5-20. Each table
calculates rates by dividing the FY 2021 customer class revenue requirement in Table 5-17 by the respective unit of
service to arrive at a service charge for SFR and Master Metered customers and a flow rate and service charge for
commercial customers. Service charge calculations for SFR are as follows:

For SFR:[7 x $.315] (Column A) + $2.87 (Column B) + $3.22 (Column C) = $8.30

Table 5-18: Revised COS Single—Famin Residential Rates for FY 2021

- FY 2021

izvenue Requirements before Revenue $2,420,528 From Table 5-17

justment

Units of Service (monthly bills) 291,660 From Table 5-17

Monthly Bill $8.30 [1]/[2], rounded up to the nearest cent

The Master Metered rates have been modified to account for the average number of people per household. The
proposed Master Metered residential rate is lower than the SFR rate due to the lower household density for Master
Metered customers. Smaller households generate less wastewater flow on average, which allocates less costs to
Master Metered, resulting in a lower rate.

Table 5-19: Revised COS Master Metered Rate for FY 2021

I FY 2021

1

2
3

Re\"enue Requirements before Revenue $148,785 From Table 5-17

Adjustment

Units of Service (monthly bills) 18,636 Table 5-17

Monthly Bill $7.99 [1]/[2], rounded up to the nearest cent
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The Commercial service charge is the same as SFR as the same base flow (7 ccf) is assumed for the monthly
charge. Due to the anticipated higher usage from Commercial accounts, there is a usage charge above 7 ccf per
billing period. Table 5-20 shows the breakdown of the monthly service charge as well as the usage tiers for

Commercial accounts.
Table 5-20: Proposed Commercial Sewer Rate for FY 2021

FY 2021

Billing & CS $2.87

General $3.22

Base Flow Charges $2.211

Commercial Monthly Sewer Service Charges $8.30

Commercial Flow Rate

Tier 1 (0-7 ccf) $0.00 (included in Service Charge)
Tier 2 (8+ ccf) $0.32 per ccf

After accounting for the proposed revenue adjustments in Table 5-6, the final FY 2022 through FY 2026 rates are
presented in Table 5-21.

Table 5-21: 5-year Proposed Sewer Rates

Current Revised FY 2022 FY 2023 FY 2024 FY 2025 FY 2026

COS
Effective Date 7/1/2021 7/1/2022 7/1/2023 7/1/2024 7/1/2025
Proposed Rev Adjustments 15% 15% 15% 15% 3.5%

Monthly Sewer Service Charges
Residential $8.10 $8.30 $9.55 $10.99 $12.64 $14.54 $15.05
Master Metered $7.62 $7.99 $9.19 $10.57 $12.16 $13.99 $14.48
Commercial $8.10 $8.30 $9.55 $10.99 $12.64 $14.54 $15.05
Commercial Sewer Usage Rates ($/ccf)
Tier 1 (0-7 ccf) $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Tier 2 (8+ ccf) $0.52 $0.32 $0.37 $0.43 $0.50 $0.58 $0.61

5.4. Sewer Customer Impact Analysis

Table 5-22 shows the impact on each customer class revenue once adjustments are made. The Commercial class
faces a significant drop due to the reduction in flow rates. Monthly customer bill impacts for sewer service is shown
in Table 5-23. Commercial bills impacts assume accounts use no more than 7 ccf per billing period.

Table 5-22: Revised COS Sewer Customer Impacts

FY 2021 Revised COS Revenues

Residential $2,362,446 $2,420,528 2.46%
Master Metered $142,006 $148,785 4.77%
Commercial $191,055 $126,194 -33.95%
Total $2,695,507 $2,695,507 0.00%

1190.32 / ccf x 7 ccf = $2.21
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Table 5-23: Impacts from Proposed Sewer Rates

Monthly Rate Impacts Jul1,2021 | Jull,2022 | Jull, 2023 | Jull, 2024 | Jul 1, 2025

Residential $1.45 $1.44 $1.65 $1.90 $0.51
Master Metered $1.57 $1.38 $1.59 $1.83 $0.49
Commercial $1.45 $1.44 $1.65 $1.90 $0.51
Commercial Use Rate ($/ccf) ($0.15) $0.11 $0.18 $0.21 $0.18
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