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Overview of Key Rate Study Tasks

Key Components in the Water Rate Study:

1 FINANCIAL PLAN / » COST-OF-SERVICE

% RATE DESIGN

REVENUE

ANALYSIS
REQUIREMENTS

+ Determines total « Allocates revenue + Determines the rate
revenue needed from requirements to structure used lo collect
rates customer classes in a revenue from each

+ Determines annual % “fair and equitable" customer class
adjustments to rates manner. » Reflects County &
needed « Complies with Prop 218 District's Policies &

Rate Objectives
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Overview of Key Rate Study Tasks (cont.)

Rate Study Methodology:

» State Law (Proposition 218) requires rates be “fair &
equitable.”
* Recent Court Cases have defined what fair & equitable
mean:
» Costs must be allocated to customer in proportion to
their cost-of-service.
+ Tiered rates must demonstrate a “cost basis” for each
tier.
* The District cannot easily justify more than a single
tier because water is supplied by a single source.
» Performing a COSA results in current rates not being
increased in an “across-the-board” manner.
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Overview of Key Rate Study Tasks (cont.)

Water Rate Study Addresses Multiple Issues:
1. Financial Issues:
+ Collecting Adequate Revenues

* Funding Capital Improvement Costs
* Maintaining Acceptable Levels of Reserves

2. Rate Design:

« Tiered rates vs. Uniform (Single-Tier) Volumetric
rates
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| Key Water Rate Study Findings

Current Water Rates are Inadequate to
Meet Projected Revenue Requirements
Due to:
1. Need to Fund Capital Rehabilitation/Replacement and
Improvement.
2. Need to Correct Annual Deficits and Maintain Reserves.
3. Projected Cost Inflation.

Rates Must Be Increased (Annually)
To Meet System Operating Costs.
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Overview of Financial Plan

——————

Annual Budget Summary (Shows a “Structural Deficit”):

Summary of Sources and Uses of Funds and Net
Revenue Requirements
Sources of Water Funds
Rate Revenue Under Prevalling Rates $ 3045
Non-Rate Rewvenues 98,368
Interest Eamings 1,936

Total Sources of Funds § 49754

| Budget Projected

| Fra01si8 { FY 201017 | FY2017/18 | FY 201819 | FY 2019020 | FY 2020021

Uses of Water Funds
Operating Expenses $ 326,575
Debt Serice 127,574

Rate-Funded Capital Expenses
Total Use of Funds -
before Rate Increase ]
from Rate Increases’

e T SRS RS

1] Cumulative Rate Increase: 0.00% 4.00%
r[ﬂ Not Revenue Requirement’ 384 |s  moavo|s
1' 1 Asturmes few fales ate rrplemecied Septerrber 1 2016 and then July el Mereafier

j 2 Total Use of Funds less non-rate revenues and nteres! earnings Ths & e anrusl TDUTE Nesded {Tom w Bler TEtes.

4 Annual Deficiency in Rate
Revenue is Not Sustainable
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. Water Rate Study Recommendations
f
¢ Water Revenue Requirements vs.
‘ Revenue Under Existing and Increased Rates
L]
] Increase Rates
q Annually to:
5 1.Meet Revenue
Requirements
s 2.Pay for Capital
# R&R
§ 3.Maintain
Fi Reserves
=== Casr Funded Capital Expensen
ol — Dets Servee
" — 400 Espanaes
E — L aouen e Eratng Rates
a: e oo s Aeverues unde moreasec Rates
; FyYi8 FY17 FY 18 FYe FY2o Y Y2 (7] e -] re
;_— Fiscal Year Ending June 30
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Water Rate Study Recommendations (cont.)

Recommended Reserve Fund Targets:

1 Operations Reserve - Ending Cash Balances vs.

Recommended Reserve Targets

Equal to 180-days of s
O&M Expenditures, or
$168,000 in FY

2016/17

2.Capital Rehabilitation ™
& Replacement e
Reserve — Equal to ——

7% of Net Assets, or
$118,000 in FY
2016/17. -

— d——

Water Rate Study Recommendations (cont.)

Recommended Improvements to Water Rate Structure:

1. Use Uniform Volumetric Rates — NBS recommends the
District adopt a uniform volumetric rate structure due to:

« Costs and quantities of water are unavailable by
source of supply
» Follows San Juan Capistrano Ruling
2. Fixed/Variable Allocation %’s — Three Alternatives to
Consider: '
« Alternative #1 — 80% Fixed & zu% Variable
« Alternative #2 — 50% rixed & 50% Variable

+ Alternative #3 < 58% Fixed & 42% Variable (similar to
the current rates)

R T gl % O e o et SNPRE

’*j NB Sonoma County-Serviee Area 41 Water Districts Rate Study — Fitch Mountain 10

g+ ——




5/31/2016

Current & Proposed Water Rates — Alternative #1

Current Proposed Rates - Rate Alternative #1

P TRV T T

I

Rates | FY 2016/17 | FY 2017/18 | FY 2018/18 | FY 201920 | FY 2020/21
0% 00% 400% | 400%

—

g hen

- Monthly Fixed Senice Charges

iii S/8inch $47 47 $69.80 §7259 §75.50 $78.51 $81.66

8 1inch $4984 | $16267 $169.18 | $17595 | $182.99 | $180.30

] 1.5inch 85216 | $317.48 $330.16 | $34337 | $357.10 | $371.39

§ 2 inch $5450 | 850321 | 852334 | ss44.27 | sse6.04 | sseses

| J 0 ! s i s, e AR

a Per 1,000 gal for the 1st 15K gal/ESD §7.98 - - - - -
Per 1,000 gal for 15,001 o 20K galESD $10.72 - - - - -
Per 1,000 gal for over 20K galESD $17.84 - - - - -
Rate Per 1.000 galions of Water Consumed - $4.40 $4.58 5476 $4.95 $5.15
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Current & Proposed Water Rates — Alternative #2

ST --v. T™x xt
d : 020
i T P T RTINS K O OMERe | A R T et e a7
Monthly Fixed Senice Charges:
&8 inch $47.47 $43.35 $45.08 $4683 | s4878 | $50.71
1inch $4984 | $101.03 | s10507 | $100.27 | $11365 | $118.19
1.5inch $5216 | $197.17 | $20505 | $21325 | $221.78 | $230.66
2 inch ? $325030 | $33803 | $351.55 | $36561
- ; . b TN -2
Per 1,000 gal for the 15t 15K galESD $7.90 - - - - -
Per 1,000 gal for 15,001 o 20K gaVESD $10.72 - - - - -
Per 1,000 gal for over 20K gaVESD $17.84 - - - - -
Rate Per 1,000 gallons of Water Consumed - $11.20 $11.74 s1221 $1270 $13.21
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Current & Proposed Water Rates — Alternative #3

i A re G A Ve g e S R S b L e
Monthly Fixed Senice Charges:
/8 Inch $47.47 $50.40 $52.41 $54.51 $5660 | $58.06
$4084 | $11745 | $12215 | $127.04 | $13212 | $137.41
$5216 | $22922 | $23839 | $247.92 | $257.84 | $268.15
$5450 | $36333 | s$377.87 | $30298 | s4p870 | sa2508

B R e B T R P ey el
Per 1,000 gal for the 15t 15K gaVESD $7.99 - - - = =
Per 1,000 gal for 15,001 to 20K gal/ESD $10.72 - - = - -
Per 1,000 gal for over 20K gal/ESD $17.84 - - - - -
Rate Per 1,000 gallons of Water Consumed - $0.46 $9.83 $10.23 51084 $11.08
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Bill Comparisons — FY 2016/17 Residential Rates

Fitch Mountain - Residential Water Bill Comparison
Current vs. Proposed 2016/17 Rate Alternatives (5/8" meter)

OSFR Bill - Current Rates

mSFR Bill - Proposed Rates Alt #1
B SFR Bill - Proposed Rales All #2
DOSFR Bill - Proposed Rates Alt #3
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$87 41
$84.51

Monthly Bill
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Bill Comparisons - 5 Year Residential Rates

Fitch Mountain - Residential Water Bill Comparison
Current vs. Proposed Rate Alternatives (5/8" meter)

uSFR Bill -
mSFR Bill -
aSFR Bill -
QSFRBIIN -

Proposed Rates Alt #1
Proposed Rates Alt #2
Proposed Rates Alt #3
Current Rates

AlL #1 - BO%F / 20% V
All 82 - SO%F | 50%V
All #3 . SB%F 1 42%V

@
F -
8

LATRRLEER TRV PARRRERTY) see 2
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FY 200617 FY 2017118 FY 2018119
Five Year Bill Compartson (Calculated at 4,000 galmonth)
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FY 2019720
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FY 2020721
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Next Steps

Following this Community Meeting:
1.

ONB

Peniising issne—.

County & District staff will consider input from
residents and recommend rates to the Board of
Supervisors.

Rate notices will be sent out to all property owners at

least 45 days in advance of a Prop 218 protest

hearing.

A Prop 218 protest hearing will be held prior to rates

going into effect.
New rates will be effective September 1, 2016

(tentative).

Sonoma County Service Area 41 Water Districts Rate Study - Fitch Mountain 16

5/31/2016



o ol " B

L

T T S R T

Questions and Discussion

Questions

Carmen Narayanan

cnarayanan@nbsgov.com
800.676.7516
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Tiered vs. Uniform Volumetric Rates

Background Issues Related to Water Rate Structure:

Tiered Rates — The San Juan Capistrano Appellate Court
ruling set more stringent standards for Tiered Rates:

"Although the opinion in Capistrano Taxpayers Association v. City of San Juan
Capistrano held that tiered rates, or inclining block rates that go up progressively in
relation to usage, are compatible with Propasition 218, in this instance, the court
concluded that the City failed to demonstrate that the tiers correspond to the
actual cost of providing service at a given level of usage. The court rejected
reliance on Article X, Section 2 to promote water conservation as the sole basis for
establishing tiers, holding the city had to show that the various usage tiers
corresponded with its actual costs of delivering water in those increments.”

“...rates were not proportional to the cost of service because the City did not
calculate the incremental cost of providing water at the level of use
represented by each tier. Specifically, the court criticized the City for not
correlating its rates within each tier to the prices of water used within each

tier.”

Source: “Legal Alerts — California Court of Appeal Holds City's Tiered Water Rate Structure Violates

Proposition 218" by Kelly Salt, Best Best & Krieger, April 21, 2015
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