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Raftelisis pleased to provide thi2019 Water Rate Study Report to the City of El Monte. The overall goal of the
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1. Executive Summary

1.1. Study Overview

The City of EI Monte (City) provides potable water service to about 16% of its population through approximately

3,500 metered service connectionshe Cityd s Wa t e r maintdine angxtenss/esystem of water infrastructure

that includes five active vells and40 miles of water distribution lines The City&6s water supp
groundwater producedfrom the Main San Gabriel Basin although imported replacement water must be purchased

if the City produces groundwater in excess of its sharebfh e Basi nés operating sTad e yi
operating safe yield is expected to decrease in the futumausing the City to purchase more expensiveplacement

water.

The City last conducted a water rate study in 2014, which establishedter rates over a fiveyear period through the

end of calendar year 2019. The City engaged Raftelis in December 2018 to conduct a water rate study to establish
proposed water ratesver the next five yearghat are compliant with Proposition 218 and consitent with industry-
standard cost of service principleS.he major objectives of the study include the following :

» Develop a fiveyear financial plan through fiscal year FYE) 2024 that sufficiently funds the Water
Enterpriseds operating costs, debt obligations, an

» Review the Cityds current water rate structure

»  Propose equitable water rates fdfYE 2020 toFYE 2024

» Develop drought rates designedo mitigate loss in water rate revenues during periods of reduced water
demand

This executive summaryprovides an overview of key information and results pertaining to the study

1.2. Existing Water Rates

The Cityf6s water customers are currently subject to t}

1. Commodity Rates Volumetric rates areassessed per unibfe unit of water is100 gallons i.e. one hgal) of
water delivered within a bimonthly billing period bagd on an inclining twotier rate structure. Up to 125
units of water per bimonthly billing period are charged at the lower Tier 1 rate. Any wateisein excess of
125 units per bimonthly billing period is charged at the higher Tier 2 rate.

2. Bimonthly Water Service Meter Base Charge:This fixed charge based on meter size is assessed each
bimonthly billing period.

3. Bimonthly Private Fire Protection Water Service Charges: This bimonthly fixed charge is only charged to
dedicated private fire protection conne@ns associated with state regulated buildings and some Rstate
regulated buildings as defined in the California Fire Code.

1.3. Financial Plan

Raftelis firstperformed a status quo cash flow analysis to evaluate whether existing water ratesadaquatelyfund
theWat er E n tvarioup expersesiver the fiveyear study period.Raftelis projectedthe Water Enterpriséd s
revenue requirementwhich includesoperations and maintenance (O&M) expenses, capital improvemepian (CIP)

2019 WATER RATE STUDY REPORT 1



experditures, existing debt servicepayments and adequate levels ofeservefunding over the study period Raftelis
projected that with no rate increases over the fiweear study period, theWater Enterprisewill deplete its cash reserves
by FYE 2022 and fail to meet its debt coverage requirement on its 2018 Water Refunding Bonds infalk years.
This demonstrates the need for revenue adjustments (i.e. water rate revenue increasgtive to the status quo) over
the study period.

Raftelis worked with City staff and City Council to propose the following revenue adjustments over the fiyear

study period. The proposed revenue adjustments were selected to provide financial stgldiit the Water Enterprise
while minimizing impacts to the Cityds water ratepaye
June, each revenue adjustment is planned for January 1 of each year.

Table 1-1: Proposed Five-Year Revenue Adjustments

Fiscal Year Effective Date Revenue Adjustment

FYE 2020  January 1, 2020 15.0%
FYE 2021  January 1, 2021 9.0%
FYE 2022 January 1, 2022 9.0%
FYE 2023  January 1, 2023 8.0%
FYE 2023 January 1, 2024 8.0%

Figure 1-1 shows the proposedinancial plan that incorporates the proposed revenue adjustments abotxpenses

are represented by stacked bar®&M expenses include EI Monte Operable Unit, General & Adnmistrative,
Pumping/Transmission/Distribution, and Other O&M expenses. Additional non-O&M related expenses include
existing debt service and rate funded CIRProjected revenues in the absence of any rate increase are represented by
the dashed redine, while projected revenues under the proposed revenue adjustments are represented by the dashed
blue line. Figure 1-1 demonstrates the need for revenue aditments, as current rates wilhot generate sufficient
revenues tarecover debt service payments and rate funded CIP expenditures in each year.

Figure 1-1: Proposed Financial Plan

OPERATING FINANCIAL PLAN

EM Operable Unit - Post Pemit Phase e General & Administrative mmmmm Pumping Transmission Distrbution
s Other O&M Debt Service Cash Funded CIP
Millions memes Revenue to Reserves = = = Current Revenue - = = Proposed Revenue
$9.0
$8.0
$70 e T T
$6.0 e mmmms T T T T T T T
$5.0 = e e
$4.0
$3.0
$2.0
$1.0
$0.0
-$1.0
FYE 2020 FYE 2021 FYE 2022 FYE 2023 FYE 2024

Figure 1-2showstheWa t er E n prejecied ending dash balance (blue bars) under the proposed financial plan
relative to two cash reserve target3he City has not formally adoptedreserve poliges for the Water Enterprise
Raftelis therefore developed two reserve targets to use as benchmarks in evaluating the sufficiency aivdter
Ent er pmojéceecedding cash balances over the study periddhe first reserve targeshown below (see blue line)
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includes an operating reserve target of 25% of annual O&M (i.e. 90 days©&M costs). The operating reservis a
baseline target that Raftelis strongly advises meeting in order to simply ensure sigfficcash on hand to meet short
term operating costs.

The recommendedcapital reserve targeise q u a | to one yeards worth odndigav
addedto the operating reserve to determine the total reserve target shown below (seedashed line) The capital

er a

reserve target is intended to provide sufficient cash on hand for the City to expeditiously award CIP construction

contracts and to reduce the financial impact of unexpected capital asset failure. Tokal reserve target is infaned

by Raftelisd experience with si midninimizevaustomers hilltimpacist i e s

Raftelis recommends a slow buildip towards the total reserve target over the fiweear study period.

Figure 1-2: Projected Ending Balances - Proposed Financial Plan

FUND 600 ENDING BALANCE
Operating Reserve Target

Ending Balance ® Alert Balance - — - Total Reserve Target
Millions

$3.0 $2.7M
$2.5

$1.5 L]

$1.0
$0.5

$0.0
FYE 2020 FYE 2021 FYE 2022 FYE 2023 FYE 2024

1.4. Proposed Water Rates

To calculate fair and equitable rates so that customers pay in proportion to the cost of providing senitaftelis
performed a costof serviceanalysisfor FYE 2020 (i.e. the ratesetting year)in accordance with industrystandard

principles outlined by the American Water Works Association (AWWA)in its Principles of Water Rates, Fees, and

Charges: Manual of Water Supply Practice&¥xtlEdition (M1 Manual). Raftelis followed industry-standard cost of

service principles outlined in the M1 Manual to ensure that proposed rates are in accordance with California

Proposition 218, which requires a clear nexus between the cost burden imposed by custoraedsthe rates those
customers are charged. The cost of service analysis takes into account wasercharacteristics by tier in order to
allocate costs in proportion to the burden each customer class places on the water system.

The proposed rates showrare the sameas he Cityds exi sting reaRaftelista develog ur e .

drought rates, which represent a new type of chargmt previously implemented by the City. Drought rates are
designed to mitigate reductions in CommaodityRate revenue during periods of reduced water demand, and are
discussed further irSection 1.6 of the executive summary.

Current and proposed water rates over the study period are shownTable 1-2. FYE 2020 propogd rates were
established based on theesults of thecost of service analysis. Proposed rates frofYE 2021to FYE 2024 were
established by increasing the prior fiscal yeafable

1-1. All rates are proposed to become effective danuary 1 of eachfiscal year.

2019 WATER RATE STUDY REPORT 3
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Table 1-2: Proposed Five-Year Rate Schedule
B C D E F G H

Fiscal Year FYE 2019 FYE 2020 FYE 2021 FYE 2022 FYE 2023 FYE 2024

Revenue Adjustment 15.0% 9.0% 9.0%

2 Commodity Rates

Current January1, January1, January1, January1, January1,
3 2019 2020 2021 2022 2023 2024
4 Tier 1 (0-125 hgal) $0.280 $0.406 $0.442 $0.482 $0.521
5 Tier 2 (>125 hgal) $0.486 $0.517 $0.563 $0.614 $0.663 $0.716
6
7 Bimonthly Water Service Meter Base Charges

Current January1, January1, January1, January1, January1,
8 Meter Size 2019 2020 2021 2022 2023 2024
9 5/8-inch $49.82 $57.90 $63.11 $68.79 $74.30 $80.24
10 1-inch $108.06 $121.72 $132.67 $144.61 $156.18 $168.67
11 1.5-inch $216.08 $228.07 $248.60 $270.98 $292.65 $316.07
12 2-inch $346.28 $355.70 $387.72 $422.61 $456.42 $492.94
13 3-inch $648.12 $653.51 $712.32 $776.43 $838.55 $905.63
14 4-inch $1,080.26  $1,078.94 $1,176.05 $1,281.89 $1,384.44  $1,495.20
15 6-inch $2,160.44  $2,14252  $2335.35 $2,54553 $2,749.18  $2,969.11
16 8-inch $3,456.64  $3,418.83  $3,726.52  $4,061.91 $4,386.86  $4,737.81
17 10-inch $4,968.96  $4,907.84  $5349.55  $5,831.01 $6,297.49  $6,801.29
18
19 Bimonthly Private Fire Protection Water Service Charges

Current January1, January1, January1, January1, January1,
PV Meter Size 2019 2020 2021 2022 2023 2024
21 2-inch $108.16 $35.02 $38.17 $41.60 $44.93 $48.53
22 3-inch $202.60 $89.12 $97.14 $105.88 $114.36 $123.50
23 4-inch $337.68 $182.44 $198.86 $216.76 $234.10 $252.82
24 6-inch $643.86 $517.35 $563.92 $614.67 $663.84 $716.95
25 8-inch $1,080.56  $1,095.02  $1,193.57 $1,300.99  $1,405.07 $1,51747
26 10-inch $1,558.50 $1,963.94 $2,140.69 $2,333.36  $2,520.03  $2,721.63

1.5. Customer Impacts

Figure 1-3 shows estimated bimonthly water bills under current FYE 2019 and proposed FYE 2020 rates for a
residential customer with a 5/8-inch water meterat varying levels of bimonthly water use Note that 157 hgal
represents median residential bimonthly watarse and 180 hgalis the average.
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Figure 1-3: Bimonthly Bill Impacts at Varying Levels of Use

Bimonthly Bill Impacts for Customer with 5/8-inch Meter
$250
$200
$150
$100
i . l
$0
104 hgal 157 hgal 180 hgal 227 hgal 311 hgal
m Current Bimonthly Bill $78.94 $100.37 $111.62 $134.39 $175.22
® Proposed Bimonthly Bill $100.10 $125.15 $137.11 $161.32 $204.73
Difference ($) $21.16 $24.78 $25.49 $26.93 $29.51
Difference (%) 26.8% 24.7% 22.8% 20.0% 16.8%
m Current Bimonthly Bill = Proposed Bimonthly Bill

1.6. Proposed Drought Rates

City staff directed Raftelis to develop drought rates, which have not previously been implemented by the Water
Enterprise. Drought rates are intended to recover reductions in net revenue resulting from decreased water sales
during times of reduced water deand. Drought rates arecommonly used bywater utilities in California, especially

in the aftermath of the recent California drought which abated in 2017. Many utilities have effectively used drought
rates as a tool to combat the financial risk of rate remue shortfalls during droughts.

Drought rates are not effective under normal water supply and demand conditions, but are only implemented if
formally activated by a water provider based on clearly defined demand reduction stages (i.e. drought stagefiel®

did not develop formal procedures and policies relating to the activation of drought rates during this study. However,
Raftelis recommends that City staff develop a formal drought rate activation protocol in which water customers are
provided clearnotice in advance of drought rate activation. Raftelis developed proposed FYE 2020 drought rates for
the following five demand reduction stages:

» 5% Demand Reductionbelow projected FYE 2020 wateuse

» 10% Demand Reduction below projected FYE 2020 wateuse
» 15% Demand Reductionbelow projected FYE 2020 wateuse
»  20% Demand Reductionbelow projected FYE 2020 wateuse
»  25% Demand Reductionbelow projected FYE 2020 wateuse

Proposed drought rates are shown ifable 1-3, and are determined by adding a drought surcharge to the proposed
Commodity Rates( i .base rat8 Opyeviously shown inTable 1-2. The drought surcharge is simply a percentage

of the base rate, and is designed to recover the amount of net revenues projected to be lost under each demand
reduction stage. Notd hat proposed drought rComneodity Rates dnéhdo not affecithe t o
bimonthly fixed Water Service Meter Base Charges or Private Fire Protection Water Service Charges.

2019 WATER RATE STUDY REPORT 5
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Table 1-3: Proposed FYE 2020 Drought Rates

c D E F G H
10% 15% 20% 25%
Base 5% Demand Demand Demand Demand Demand

Line Description Demand Reduction Reduction Reduction Reduction Reduction

1 Uniform Percentage Increase 0.0% 1.3% 4.9% 10.7% 17.3% 24.9%

2

3 Tier1Rate

4  Base Rate ($/hgal) $0.406 $0.406 $0.406 $0.406 $0.406 $0.406

5  Drought Surcharge ($/hgal) $0.000 $0.005 $0.020 $0.044 $0.070 $0.101

6 Proposed Tier 1 Rate ($/hgal) $0.406 $0.411 $0.426 $0.449 $0.476 $0.507

7

8 Tier2 Rate

9 Base Rate ($/hgal) $0.517 $0.517 $0.517 $0.517 $0.517 $0.517

10 Drought Surcharge ($/hgal) $0.000 $0.007 $0.025 $0.056 $0.090 $0.128

11 Proposed Tier 2 Rate ($/hgal) $0.517 $0.523 $0.542 $0.572 $0.606 $0.645
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2. Introduction

2.1. Water System Overview

The City of El Monte (City) provides potable water service taa b o u t 16% of the Cityds
approximately 3,500 metered service connection.he Ci tyds remaining popul ation
various private water providersThe Cityd s Wat e r nfaintains anpektensive system of water infrastructure

that includes five active wells and0 miles of water distribution linesBecau® the City is largely builtout, anticipated

growth in water accounts over the next five years is minimal.

The Cityds comsstssolely afroymgwaterproducedfrom the Main San Gabriel Basin(Basin). The Main

San Gabriel Basin Watermaster (Wdser mast er ) i s the governing body taske
resources, and has administered t he Thatermastsrdoeganotdimit r i gt
the quantity of water that parties within the Basin may pump. tbwever, the City must purchase imported
replacement water to offset annual groundwat eopergtingoduct
safe yield (i.e.pumping rights). The City has previously avoided the need to purchase replacerhavater by
maintaining water production below its proportional share of the operating safe yield. However, a reduction in the
projected operating safe yield beginning in fiscal yédFYE) 2020 is expected to result in required replacement water
purchases over the next five years.

The City began producing water in 201&om the newly constructed Arden Groundwater Treatment Plant (AGTP).

This water supply and treatment facility was constructed as part of the El Monte Operable Unit Project Agreement
between the City andprivate parties responsible for groundwater pollutiorin the Basin The project agreement
stipulates that the responsible parties must reimburse By for in-kind service cost¢o operate the AGTP in excess

of approximately $190,000 per fiscal year as &FYE 20192Nev er t hel ess, t h e AGlIPtegrdsentsop e r
an additional cost pressure on the Water Enterprise.

2.2. Study Objectives

The City last conducted a water rate study in 2014, which established water rates over aywar period through the
end of calendar year2019. The City engagedRaftelis in December2018 to conduct a water rate study to establish
proposed water rates that are compliant with Proposition 218 and consistent wittdustry-standard ©st of service
principles. The major objectives of the study include the following:

» Developa five-year financial plan throughFYE2 024 t hat sufficiently funds t
costs, debt obligations, and necessary capital expenditures

» Review the Cityds current water rate structure

» Perform a cost of service analysis @ppropriately allocate costf or recovery by the Cit

»  Propose equitable water rates fdfYE 2020 toFYE 2024

» Develop drought rates designed to mitigate loss in water rate revenues during periods of reduced water
demand

This report provides a detailed description of the financial plan development, the cost of service analysis, and the
development of the proposedive-year water rate schedule. Assumptions, inputs, and calculations are clearly shown

The Cityods f idune Borexampla, FYEiI2819 cbyets yuly 1, 20k8June 30, 2019.
2The not to exceed irkind contribution by the City is to be adjusted annually by the Los Angeles region Consumer Price
Index (CPI) as determined by the U.SBureau of Labor Statistics.
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in order to provide a thoroughand transparent description of how the proposed water rates weestablished
Numbers shown in tablesare rounded. Thereforerecreating thecalculations based orable valuesshown may not
producethe exact results.

2.3. Legal Requirements and Rate -Setting M etho dology
California Constitution - Article XIll D, Section 6 (Proposition 218)

Proposition 218 reflected in the California Constitution as Article XIlI D, was enacted in 1996 to ensure that rates
and feesare reasonable and proportional to the cost ofgviding service. The principal requirements, as they relate
to public water service are as follows:

1. A property-related charge (such as wateates) imposed by a public agency on a parcel shall not exceed the
costsrequired to provide the property relate service.

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

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

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

5. 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 inthe American Water Works Associatiord s (A VPViigiples of Water Rates, Fees, and Charges: Manual
of Water Supply Practices 8#ith Edition (M1 Manual), Owat er rates and charges shou
customers in proportion to t haftelisfollevis indubtry stamdand irate gettingh o s e
methodologies set forth by the AWWAM1 Manual to ensure thisstudy meetsProposition 218 requirements and
establishesrates that do not exceed the proportionate cost of providing water services on a parcel haSise
methodology in the M1 Manual is a nationally recognized industry ratemaking standard which courts have
recognized as consistent with Proposition 218.

California Constitution Article X, Section 2

California Constitution Article X, Section 2 mandates that water resources be put to beneficial use and that the waste

or unreasonable use of water be prevented througbnservation. Section 106 of the Water Code declares that the

highest priority use of water is fordomestic purposes, with irrigation secondary.Thus, management of water
resources is part of the propertselated service provided by public water suppliers £nsure the resource is available

over time. The City currently hasinclining tiered (also known as inclining block)wvater rates to incentivize customers

to conserve water The inclining tier ratesmust be based on thgroportionate cost incurred to provide water to
customersto achieve compliance with Proposition 218 nc | i ni ng ¢ t i(which areaynaynmouswithc t u r e
0Oincreasingo6 tier rat e), whem prapérly designed allovd a Wwater wilityetd dendr at e s
conservationprice signalgto customers.Due to heightenednterest in water conservation and efficiency of water use,

tiered water rateshavegained widespread usesspecially in relatively waterscarce regiondike SouthernCalifornia.

Tiered rates meet th requirements of Proposition 218 as long dkey reasonably reflect the proportionate cost of
providing servicefor each tier.
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Rate-Setting Methodology

This water rate studywas conductedusing industry-standard principles outlinedby the AWWA M1 Manual. The
process and approach Raftelis utilized in the study to determine water rates is informed byGhe t poli@ysobjectives,

the current water system and rates, and the legal requirements in California (hamely, Proposition 218). The resulting
financial plan, cost of service analysis, and rate design process folidive key steps, outlined below, to determine
proposed rates that fulfill theCityd s obj ecti ves, meet industry standards,

1. Financial Plan: The first study step is to develop anulti-year financial plan that projects theWater
Ent er pavénges, &genses, capital project financing, annual debt service, and reserve funding. The
financial plan is used to determine the revenue adjustment, vehiallows the water utility to recover adequate
revenues to fund expenses and reserves.

2. Revenue Requirement Determination: After completing the financial plan, the ratemaking process begis
with the determination ofthe revenue requirement for the testear, also known as the ratsetting year. The
test year for this study i$YE 2020. The revenue requirement should sufficiently fundth®at er Ent er pr
operations and maintenance@&M ) costs, annual debt servicesapital improvement plan (CIP)costs, ad
reserve funding as projected based on tki¢ater Enterpriséd BYE 2020 budget.

3. Cost of Service Analysis: The annual cost of providing water service, or the revenue requirement, is then
distributed to customer classes and tiers commensurate with theieusf and burden on thevater system. A
cost of service analysis involves the following steps:

a. Functionalize costso the different components of the revenue requirement are categorized into
functions such as supply, transmission and distribution (T&D), cusiner service and billing, etc.

b. Allocate to cost causation component8 the functionalized costs are then allocated to cost causation
components such as supply, base delivery, peaking, etc.

c. Develop unit costsd unit costs for each cost causation component are determined using units of
service, such as totalse peaking units, equivalent meters, number of customers, etc. for each
component.

d. Distribute cost components the cost components arallocated to each customer class and tier using
the unit costs in proportion to their demand and burden on the system.

A cost of service analysis considers both the average water demand and peak demand. Peaking costs are
incurred during periods ofpeak consumption, most often coinciding with summewwater use There are
additional capacityrelated costs associated with designing, constructing, operating, maintaining, and
replacing facilities to meet peak demandratterns ofuseimpose additional coss on a utility and are used to
determinethe cost burderon peakingrelated facilities.

4. Rate Design: After allocating the revenue requirement to each customer claasd tier, the rate design and
calculation process can begin. Rates do more than simplycower costs; within the legal framework and
industry standards, properly designed rates should support and optimize ®Bigyd policy objectives. Rates
also act as a public information tool in communicating these policy objectives to customers. This praces
also includes a rate impact analysis and sample customer bill impacts.

5. Administrative Record Preparation and Rate Adoption : The final step in a rate study is to develop the

administrative record inconjunction with the rate adoption processThis reportserves as the administrative
record for this study.The administrative recorddocuments the study results and presents the methodologies,
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rationale, justifications, and calculations sed to determine the proposed rates. A thorough and
methodological adminstrative record serves two important functions: maintaining defensibility in a stringent
legal environment and communicating the rate adoption process to customers and important stakeholders.
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3. Financial Plan

This sectiondetails the development of the fiveyearfinancial plan for Ci & \Waier Enterprise for the study period
(FYE 2020to FYE 2024) This includesthe determination of annual revenues required frorwater ratesbased on
annual cash flowand ending balanceprojections for the Water Enterprise Assumptions and inputs related to
projected revenues, operating expenseatgbt service capital expenditures and reserve fundingare clearly outlined
in the following subsections.

3.1. Existing Water Rates

The Cityo6s wadagrentlycsubgdt to thefollewing charges for water service:

6. Commodity Rates Volumetric ratesare assessed pamit (one unit is equal tol00gallonsi.e. one hga) of
water delivered within a bimonthly billing period based on an inclining twdier rate structure. Up to 125
units of water per bimonthly billing period are charged at the lower Tier 1 rate. Any watesein excess of
125 units per bimonthly billing period is charged at the higher Tier 2 rate.

7. Bimonthly Water Service Meter Base Charge: This fixed charge based on meter size is assessed each
bimonthly billing period. Larger meter sizes are subject to higher fixed charge rates becdhsg burden the
water system with greater capacityelatedand maintenancerelated costs.

8. Bimonthly Private Fire Protection Water Service Charges: This bimonthly fixed charge is only charged to
dedicated private fire protection connections associated with state regulated buildings and somestate
regulated buildngg as defined in the California Fire Code.
customeraccountsare subject to this charge.

Table 3-1 shows the existing rates for the three charges listed above. All rates shown below went into effect on
January 1, 2019. TheCommodity Ratetier allotments and fixed charge rates shown are ah a bimonthly basis.
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Table 3-1: Existing Water Rates and Charges

Commodity Rates (per 100 gallons)

Tier Current 2019 Rate

Tier 1 (0-125 hgal) $0.280
Tier 2 (>125 hgal) $0.486

Bimonthly Water Service Meter Base Charges

Meter Size Current 2019 Rate

5/8-inch $49.82
1-inch $108.06
1.5-inch $216.08
2-inch $346.28
3-inch $648.12
4-inch $1,080.26
6-inch $2,160.44
8-inch $3,456.64
10-inch $4,968.96

Bimonthly Private Fire Protection Water Service Charges

Meter Size Current 2019 Rate

2-inch $108.16
3-inch $202.60
4-inch $337.68
6-inch $643.86
8-inch $1,080.56
10-inch $1,558.50

3.2. Water Accountand Use Assumptions

City staff provided the number of existing water meterand private fire protection connections as dFYE 2018
Approximately 83% of water meters are associated with residential customers, 15% with commercial/industrial
customers, and 2% withirrigation customers. To ensure&onservative rate revenue projectionfaftelis projected the
number of accounts over the fivgrear study period assuming a modest 0.5% annual growth in water meters and 0%
annual growth in the number of private fire proteébn connections. Table 3-2 shows the actual number of water
meters and private fire connections foFYE 2018 and projected values faFYE 2019 toFYE 2024 based on these
growth assumptions
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Table 3-2: Projected Number of Water Meters and Private Fire Service Connections

Water Meters FYE 2018 FYE 2019 FYE 2020 FYE 2021 FYE 2022 FYE 2023 FYE 2024
Meter Size Actual Projected Projected Projected Projected Projected Projected
5/8-inch 2,741 2,755 2,768 2,782 2,796 2,810 2,824
1-inch 457 459 462 464 466 469 471
1.5-inch 99 99 100 100 101 101 102
2-inch 137 138 138 139 140 140 141
3-inch 5 5 5 5 5 5 5
4-inch 15 15 15 15 15 15 15
6-inch 5 5 5 5 5 5 5
8-inch 3 3 3 3 3 3 3
10-inch 0 0 0 0 0 0 0
Total 3,462 3,479 3,497 3,514 3,532 3,549 3,567
Annual Change 0.5% 0.5% 0.5% 0.5% 0.5% 0.5%

Private Fire Protection Connections FYE 2018 FYE 2019 FYE 2020 FYE 2021 FYE 2022 FYE 2023 FYE 2024

Meter Size Actual Projected Projected Projected Projected Projected Projected
2-inch 0 0 0 0 0 0 0
3-inch 11 11 11 11 11 11 11
4-inch 45 45 45 45 45 45 45
6-inch 42 42 42 42 42 42 42
8-inch 21 21 21 21 21 21 21
10-inch 7 7 7 7 7 7 7

Total 126 126 126 126 126 126 126

Annual Change 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Raftelis projected anual water use by tier based on actual watesedata provided byCity staff for FYE 2018.FYE

2018 represents the most recent fiscal year in which complete water use data was available at the time the study was
conducted.For the purposes of the financial plamo change in per account water consumption is assumed over the
study periodrelative to FYE 2018 Annual increases in projected wateuseover the study periodare solely dueto

the annualaccountgrowth factor applied to water meters over the study peddseeTable 3-2). The increase in water

use over the study period ishereforedirectly proportional to the increase in total number water meters, whicis

0.5% per year.Table 3-3 shows total water use in both hundreds of gallons and adiest. Approximately 35% of

total water use falls within Tier 1,with the remaining 65% in Tier 2.

Table 3-3: Projected Water Use by Tier

Water Usage FYE 2018 FYE 2019 FYE 2020 FYE 2021 FYE 2022 FYE 2023 FYE 2024
Actual Projected Projected Projected Projected Projected Projected
Tier 1 2,197,884 2,208,873 2,219,918 2,231,017 2,242,172 2,253,383 2,264,650
Tier 2 4,165,612 4,186,440 4,207,372 4,228,409 4,249,551 4,270,799 4,292,153
Total Water Usage (hgal) 6,363,496 6,395,313 6,427,290 6,459,426 6,491,724 6,524,182 6,556,803
Total Water Usage (Acre-feet) 1,953 AF 1,963 AF 1,972 AF 1,982 AF 1,992 AF 2,002 AF 2,012 AF
Annual Change in Water Usage 0.5% 0.5% 0.5% 0.5% 0.5% 0.5%

3.3. Revenue under Existing Rates

The Water Enterpriséd s r e v e n urate revenues, irdetest eafnings on cash reserves, and other revenue from
rental income, miscellaneous fees, and other sources. City staff provid€dE 2020 budgeted revenue for thé/ater
Enterprise Raftelis then projected revenues fd¥YE 2021 toFYE 2024. The revenue projections shown irgection

3.3 are based on existing 2019 water rates, and therefore represent estimated revenues in the absence of any rate
increase. This status quo scenario provided a baseline from which Raftelis then evaluated the need for revenue
adjustments (i.e. rate increases).
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Calculated Water Rate Revenue

Raftelis projected water rate revenue from CommoditRRates Water Service Meter Base Charges, and Private Fire
Protection Water Service Charges foFYE 2021 to FYE 2024 kased onexisting rates projectednumber of water
meters/private fire protection connectionsand projected annual wateuseby tier. Annual Commaodity Rate revenue
by tier wascalculated by multiplying the current Commodity Rate per hgal (fromTable 3-1) by the corresponding
projectedannual usein hgal (from Table 3-3). Annual Water Service Meter Base Charge and Private Fire Protection
Water Service Charge revenue were calculatéar each metersize by multiplying the current bimonthly rate (from
Table 3-1) by the number of water meters/private fire protection connections (froriiable 3-2) by six bimonthly
billing periods per year.

Table 3-4: Projected Water Rate Revenue Under Existing Rates

Rate Revenues FYE 2021 FYE 2022 FYE 2023 FYE 2024
Calculated Commodity Charge Revenues
Tier 1 $624,685 $627,808 $630,947 $634,102
Tier 2 $2,055,007 $2,065,282 $2,075,608 $2,085,986
Total $2,679,692 $2,693,090 $2,706,556 $2,720,088
(Calculated Bimonthly Water Service Meter Base Charge Revenues |
Meter Size
5/8-inch $831,691 $835,850 $840,029 $844,229
1-inch $300,767 $302,271 $303,782 $305,301
1.5-inch $130,286 $130,938 $131,593 $132,251
2-inch $288,933 $290,378 $291,830 $293,289
3-inch $19,737 $19,835 $19,935 $20,034
4-inch $98,689 $99,183 $99,678 $100,177
6-inch $65,790 $66,119 $66,450 $66,782
8-inch $63,157 $63,473 $63,791 $64,110
10-inch $0 $0 $0 $0
Total $1,799,052 $1,808,047 $1,817,087 $1,826,173
(Calculated Bimonthly Private Fire Protection Water Service Charge Revenues |
Meter Size $0 $0 $0 $0
2-inch $13,372 $13,372 $13,372 $13,372
3-inch $91,174 $91,174 $91,174 $91,174
4-inch $162,253 $162,253 $162,253 $162,253
6-inch $136,151 $136,151 $136,151 $136,151
8-inch $65,457 $65,457 $65,457 $65,457
10-inch $0 $0 $0 $0
Total $468,405 $468,405 $468,405 $468,405

Revenues Assumptions

Table 3-5 showsassumptions used to project interest earnings and other revenfa@sd-YE 2021 to FYE 2024 based

on FYE 2020 budgeted values. Interest earnings were calculated based on projett&der Enterprise ending
balances ghown later in Section 3.9) and an assumed annual interest rate. Other revenues were projected based on
an annual inflation factor with the exception of reimbursements. City staff informed Raftelis that budgeted
reimbursements in FYE 2020epresent a ondime revenue that will not recurin subsequent years
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Table 3-5: Revenue Assumptions

Revenue Assumptions
Interest Earnings

Annual Interest Rate on Cash Reserves
Annual Inflationary Factors
Other Revenues (excluding Reimbursements) 1.0%

Summary of Revenue under Existing Rates

Table 3-6 shows asummary of budgeted and projectedevenueunder existing rates. Projected water rate revenue
from FYE 2021 to FYE 2024 were calculated previously iTable 3-4. Interest earnings and other revenues were
projected based on assumptions shown irable 3-5.

Table 3-6: Revenue Summary under Existing Rates

Revenue Summary FYE 2020 FYE 2021 FYE 2022 FYE 2023 FYE 2024

Budget Projected Projected Projected Projected
Commodity Charges $2,555,000 $2,679,692  $2,693,090 $2,706,556  $2,720,088
Water Service Meter Base Charges $1,740,000  $1,799,052  $1,808,047 $1,817,087  $1,826,173
Private Fire Protection Water Service Charges $450,000 $468,405 $468,405 $468,405 $468,405
Interest Earnings $5,000 $16,682 $21,040 $25,076 $26,321
Other Revenues $130,500 $111,605 $112,721 $113,848 $114,987
TOTAL REVENUES $4,880,500  $5,075,436  $5,103,304  $5,130,973  $5,155,974

3.4. Operations and Maintenance Expenses

The Water Enterpri s e 0 spersodnd costzsagnanistsatve costscandsother dperadirig costs
associated with water production, treatment, and delivenCity staff provided FYE 2020 budgete@xpensedor the

Ci t WdiesEnterprise For FYE 2020, budgeted salary and benefit costs were adjusted upwards by approximately
15%toincorpad at e the results of a concurrent Cost All ocati
Enterprise. The Cost Allocation Plan Study evaluatedthe effort and associated costs for internal Citgtaff, such as

(O

Finance, Information Technologyand t he City Managerds office that shol

For FYE 2021 to FYE 2024, Raftelis calculatedWater Assessment costbased on water supply assumptions and
projected all other O&M expenses based on annual inflationary factorsl Monte Operable Unit expenses shown in

this section are limited to themaximum amount of in-kind service costs that the City must cover before
reimbursement by the responsible parties.

Inflationary Assumptions

Table 3-7 shows the O&M expense inflationary assumptions used to reasonably project future expenses for FYE

2021 to FYE 2024 based on the Watdenterprised s FYE 2020 budget . esWéreincreesgddy i t y

three percent per year relative to the FYE 2020 budget, with salaslated expenses escalated by five percent per
year. The Water Assessments inflation factor was used to project Watermaster assessment rates, Water Quality
Authority assessmentates, and State Water Resource Control Board (SWRCB) cgos#l of which were used to
project Water Assessment costs incurred by the Water EnterpriSéhe Los Angeles region Consumer Price Index
(CPI) inflationary factor was used to project thenaximum amount of in-kind service costs associated with the El
Monte Operable Unit that the City must cover before reimbursement by the responsible parties.
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Table 3-7: O&M Expense Inflationary Assumptions

Annual Inflationary Factors for O&M Expenses

General 3.0%
Salary 5.0%
Benefits 3.0%
Utilities 3.0%
Water Assessments 1.5%
Los Angeles CPI 2.7%

Calculated Water Assessment Costs

Raftelis calculated Water Assessments in FYE 2021 to FYE 2024 based on projected water demand and assessment
rate information shown in Table 3-8. Water Assessment costs include

»  Assessments paid to the Watermasteer acrefoot of total groundwater production (Administration, In-
Lieu, and Water Resource Development Assessments)

»  Replacement Water Assessments paid to the Watermaster per do@t of annual groundwater production
inexcesof the Cityds proportional share of the Basino:
year(i.e. replacement water)

»  Water Quality Authority Assessments paid to the San Gabriel Basin Water Quality Authoritper acrefoot
of prescriptive pumping rights

» Fees paid to the SWRCB

Raftelis estimated total groundwater productionn each year by applying a 13.4% water loss fact(@stimated by

Raftelis and City staff)to total potable water demand (fromTable 3-3). Raftelis worked with City staff to estimate
replacement water based on total groundwater preoidrucs i«
operating safe yield. The City also provided its prescriptive pumping rights in adeet to Raftelis.The City provided
assessment rates throughout the study period for the Replacement Water Assessment and Water Resource
Development AssessmentAdministration, In -Lieu, and Water Quality Authority assessment rates were projected

by escalating FYE 2020 rates by the Water Assessments inflation factor (frdable 3-7).

Replacement Water Assessment costs in each year were calculated by multiplying required replacement water by the
Replacement Water Assessment rate. Costs associated with the three Watermastssessments in each year were
calculatedby multiplying total groundwater production by the respective assessment rate. Water Quaktythority
Assessment costs in each year were calculated by multiplyipgescriptive pumping rights by the Water Quality
Authority Assessment rate. SWRCB costs wercalculated by escalating FYE 2019 actual expenses by the Water
Assessments inflation factor (fronTable 3-7).
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Table 3-8: Projected Water Assessments

Calculated Water Assessments Notes FYE 2021 FYE 2022 FYE 2023 FYE 2024
Line Water Supply

1 Potable Water Demand 1,982.3 AF 1,992.2 AF 2,002.2 AF 2,012.2 AF
2 System Water Loss (%) 13.4% 13.4% 13.4% 13.4%
3 Total Groundwater Production Accounts for water loss 2,289.1 AF 2,300.5 AF 2,312.0 AF 2,323.6 AF
4 Replacement Water Required 457.5 AF 469.0 AF 480.5 AF 492.0 AF
5 Prescriptive Pumping Rights 2,784.4 AF 2,784.4 AF 2,784.4 AF 2,784.4 AF
6
7
8 Replacement Water Assessment $835 /AF $835 /AF $835 /AF $835 /AF
9 Administration Assessment ($15/AF in FYE 2020) $15.23 /AF  $1545/AF  $15.69/AF  $15.92 /AF
10  In-Lieu Assessment ($10/AF in FYE 2020) $10.15/AF  $10.30/AF  $10.46 /AF  $10.61 /AF
11  Water Resource Development Assessment $175 /AF $190 /AF $190 /AF $190 /AF
12 Water Quality Authority Assessment ($12/AF in FYE 2020) $12.18 /AF  $12.36 /AF  $12.55/AF  $12.74 |AF
13
I/l Calculated Water Assessments FYE 2021 FYE 2022 FYE 2023 FYE 2024
15  Replacement Water Assessment (Line 4 x Line 8) $382,030 $391,591 $401,199 $410,852
16  Administration Assessment (Line 3 x Line 9) $34,851 $35,551 $36,264 $36,992
17  In-Lieu Assessment (Line 3 x Line 10) $23,234 $23,700 $24,176 $24,662
18  Water Resource Development Assessment (Line 3 x Line 11) $400,586 $437,098 $439,284 $441,481
19  Water Quality Authority Assessment (Line 5 x Line 12) $33,914 $34,423 $34,939 $35,464
20 SWRCB Costs ($35,577 in FYE 2019) $36,652 $37,202 $37,760 $38,327
21  Total Calculated Water Assessments $911,268 $959,566 $973,624 $987,776

Summary of O&M Expenses

Table 3-9 shows budgeted FYE 2020 O&M expenses with an adjustment to salary/benefit costs aresult of the
concurrent Cost Allocation Plan study conducted by Raftelis. Projected expenses in FYE 2021RYE 2024 are
based on inflationary assumptions (fronTable 3-7) and calculatedwater assessments (frorable 3-8). EI Monte
Operable Unit expenses shown below oninclude anticipated coststhat will notbe reimbursed by responsible parties
to the El Monte Operable Unit Project AgreementThe significant projected increase in O&M expenses in FYE 2021
is largely due to expected Replacement Water Assessments.

Table 3-9: O&M Expense Summary

O&M Summary FYE 2020 FYE 2021 FYE 2022 FYE 2023 FYE 2024

Fund 600 O&M Expenses Budget Projected Projected Projected Projected
EM Operable Unit - Post Permit Phase $198,387 $203,743 $209,244 $214,894 $220,696
General & Administrative: Water Assessments $555,000 $911,268 $959,566 $973,624 $987,776
Other General & Administrative $1,189,709 $1,238,820 $1,290,075 $1,328,777 $1,368,640
Pumping Transmission Distribution $1,714,628 $1,778,948 $1,845,827 $1,902,300 $1,960,506
Other Operating Expenses $200,000 $200,000 $200,000 $200,000 $200,000

Total Fund 600 O&M Expenses $3,857,724  $4,332,779  $4,504,711 $4,619,594 $4,737,618

3.5. Existing Debt Service

Table3-10s hows t he Water Ent er prhidircledéssanneakdels seivicdkgoughaeutihe stide r v i ¢
period on t he CiuhdingBondg. Othe8delsetvieerinclirlesfprojected payments to be made by

the Water Enterpriseto the Cityd &eneral Fund for a loan to establish the Water AuthorityThese payments were
projected based on input from City staff. The Water Enterprise doe®t anticipate issuing any new debt over the

study period.
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Table 3-10: Existing Debt Service

Existing Debt Service FYE 2020 FYE 2021 FYE 2022 FYE 2023 FYE 2024
2018 Water Refunding Bonds

Principal $495,000 $535,000 $555,000 $570,000 $600,000
Interest $888,175 $867,575 $845,775 $823,275 $796,875

Total Debt Service - 2018 Water Refunding Bonds $1,383,175 $1,402,575 $1,400,775 $1,393,275 $1,396,875

Other Existing Debt Service

General Fund Repayment $0 $0 $200,000 $400,000 $600,000
Total Debt Service - Other Existing Debt Service $0 $0 $200,000 $400,000 $600,000
Total Existing Debt Service $1,383,175 $1,402,575 $1,600,775 $1,793,275 $1,996,875

3.6. Capital Improvement Plan

Figure 3-1 shows projected capital improvement plan (CIP) expenditures over the study peri@zlP expenditures

fund the repair and replacement of t he at®Whne replaceentaad pr i s
reservoir improvements) as well new capital assets (such as GIS implementati&Y)E 2020 CIP includes budgeted

capital expenditures for thewWater Enterprisein FYE 2020. Raftelis projected CIP expenditures for FYE 2021 to
FYE2024 based on the Cityods 2010 Wat @ty staMlalisetCryrantiéplatasrthatUp d a t
existing bond proceeds will adequately fund all CIP expenditures in FYE 2020 to FYE 2022. CIP expenditures in

FYE 2023 and FYE 2024 are expected to Handed entirely by water rate revenue and reserves.

Figure 3-1: Projected CIP Expenditures

CAPITAL PROJECTS FUNDING

Millions Debt Funded CIP m Cash Funded CIP
$2.5
$2.0M
$2.0 $1.7M $1.9M
$1.5
$1.1M
$1.0
$0.5M

$0.0
FYE 2020 FYE 2021 FYE 2022 FYE 2023 FYE 2024

3.7. Financial Policies
Debt Coverage

The 2018 Water Refunding Bonds covenant includes a debt coveragaio requirement of 125 for the Water
Enterprise. The debt coverageatioi s cal cul ated by dividi ng WhterEdégotiser En
revenues less O&M expenses) by annuatlkt service (principal plus interest payments) associated with the 2018
Water Refunding Bonds.
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Reserve Policies

Appropriate levels of reserves enable water utilitiés ensure sufficient cash on hand to cover shetdrm operating

costs, facilitate efficient initiation of construction contracts for CIP, reduce the risk of asset failure, and mitigate the
impact of reduced Commodity Rate revenues during water supply shoages. The City has noformally adopteda

reserve policy forits Water Enterprise Raftelis thereforedeveloped two reserve targets to use as benchmarks in
evaluating the sufficiency of théVater Enterpriséd s pr oj ect ed endi ng crahe$tudppariodhnc e s

The reserve targetshown in Table 3-11 include an operating reservéarget of 25% of annual O&M (i.e. 90 days of

O&M costs). Theoperating reserve represents a baseline target to ensure sufficient cash on hand to meettshaort
operating cost s. A capital reserve target equal to o
included. The capital reserve target is inteled to provide sufficient cash on hand to expeditiously award CIP
construction contractsand to reduce the financial impact of unexpected capital asset failuihe combined reserve
target is informed by Raft el i sShbuthem Qatiforniaevhile takingvintd accoumti mi | a
factors unique to the Cityds Water Enterprise.

Table 3-11: Target Reserve Levels

Operating Reserve Target: (25% of annual O&M) $964,431  $1,083,195  $1,126,178  $1,154,898  $1,184,405
Capital Reserve: (One year of annual average CIP) $1,648,691  $1,648,691  $1,648,691  $1,648,691  $1,648,691
Total Fund 600 Target Reserve Balance $2,613,122  $2,731,886  $2,774,869  $2,803,590  $2,833,096

3.8. Status Quo Financial Plan

The status quo financial plan illustratetheWaterEnt er pr i s e 0 s inthe absence dfeaehue hdpistrhenth
(i.e. water rate increas@sover the study period Current water rates in effect as d&FYE 2019 are assumed to remain
unchanged over the study period under the status quo. Raftelis a@dy staff first evaluated theNater Enterprised s
cash flow and fund balanceover the study period under the status quo before considering revenue adjustments.

Figure 3-2 shows that in the absence of revenue adjustmentee Water Enterpriseis not projected to meet its

required debt coverage requirement of.25 in any year over the study period Figure 3-3 shows the Water
Enterprised s proj ected ending cash bal anc e siatos geoaWithoutyegeaue o Vv e |
adjustments, TheWater Enterprisd s cash bal ance is projectXxTThedtatusdque f ul
financial plan demonstrates the need for revenue adjustments over the study period to meet debt coverage
requirementsand ensure sufficient cash reserves.
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Figure 3-2: Revenue Adjustments and Debt Coverage - Status Quo Financial Plan

REVENUE ADJUSTMENTS & DEBT COVERAGE
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Figure 3-3: Projected Ending Balances - Status Quo Financial Plan

FUND 600 ENDING BALANCE
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3.9. Proposed Financial Plan

The statusquo financial plan demonstrates that theCity must increase its revenues from water rates oube study
period in order to meet required debt coverage argknerate sufficient reserve fundindraftelis worked with City
staffand City Council to select theproposed annualevenue adjustmerg shown inTable 3-12. The proposed revenue
adjustments were selected to provide financial stability for th&ater Enterprisewhile minimizing impacts to the
Cityds water ratepayer s.|yebrspgaes fromhJaly to Juiej ehch retetue adjdstnent & s
planned for January 1 of each year. Therefore, proposed rates in each fiscal year will only be in effect fofitlaésix

months of each fiscal year.
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Table 3-12: Proposed Five-Year Revenue Adjustments

Fiscal Year Effective Date Revenue Adjustment

FYE 2020  January 1, 2020 15.0%
FYE 2021 January 1, 2021 9.0%
FYE 2022  January 1, 2022 9.0%
FYE 2023  January 1, 2023 8.0%
FYE 2023 January 1, 2024 8.0%

Table 3-13shows the proposed fivgear financial plan in proforma format.Total revenue (Line 19) includes revenue
under existing rates (fromTable 3-6) plus additional rate revenue resulting from the proposed revenue adjustments
in Table 3-12. Total operating expenses (Line 28) include O&M expenses (frofable 3-9) and existing debt service
(from Table 3-10). The net operating cash flow (Line 30js equal to total revenue less total operating expenséty
staff provided theWater Enterprisd s begi nni ng cash balance for FYE 2020.
(Line 36) over the study period by adding net operating cash flow to the beginnifumd balance and subtracting cash
funded CIP expenses (fronfrigure 3-1). Calculated debt coverage is equal to net revenues (Line 39) divided by 2018
Water Refunding Bonds debt service (Line 40).
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Table 3-13: Proposed Financial Plan Proforma

Water Authority Fund (600) Operating Cash Flow

FYE 2020

FYE 2021

FYE 2022

FYE 2023

FYE 2024

Line Description

1 REVENUES
2 Water Sales under Existing Rates $2,555,000 $2,679,692  $2,693,090 $2,706,556  $2,720,088
3 Domestic Meter Service Reader under Existing Rates $1,740,000  $1,799,052  $1,808,047  $1,817,087  $1,826,173
4 Private Fire Protection Charge Revenues under Existing Rates $450,000 $468,405 $468,405 $468,405 $468,405
5
6 Additional Revenue Required Under Proposed Adjustments
7 Revenue
8 Fiscal Year Adjustment
9 FYE 2020 15.00% $355,875 $742,072 $745,431 $748,807 $752,200
10 FYE 2021 9.00% $256,015 $514,348 $516,677 $519,018
11 FYE 2022 9.00% $280,319 $563,178 $565,730
12 FYE 2023 8.00% $272,828 $548,129
13 FYE 2024 8.00% $295,990
14  Total Additional Revenue $355,875 $998,087  $1,540,099 $2,101,491 $2,681,066
15
16  Total Rate Revenue (including Proposed Revenue Adjustments)  $5,100,875  $5,945,236  $6,509,641  $7,093,539  $7,695,733
17 Interest $5,000 $16,682 $21,040 $25,076 $26,321
18 Other Revenues $130,500 $111,605 $112,721 $113,848 $114,987
19 TOTAL REVENUE $5,236,375  $6,073,523  $6,643,403  $7,232,463  $7,837,041
20
21 OPERATING EXPENSES
22  EMOperable Unit - Post Permit Phase $198,387 $203,743 $209,244 $214,894 $220,696
23 General & Administrative $1,744,709  $2,150,087  $2,249,640  $2,302,400  $2,356,417
24 Pumping Transmission Distribution $1,714,628  $1,778,948  $1,845,827 $1,902,300  $1,960,506
25  Other Operating Expenses $200,000 $200,000 $200,000 $200,000 $200,000
26  Existing Debt Service $1,383,175  $1,402,575 $1,600,775  $1,793,275 $1,996,875
28 TOTAL OPERATING EXPENSES $5,240,899  $5,735,354  $6,105,486  $6,412,869 $6,734,493
29
30 NET OPERATING CASH FLOW before CAPITAL EXPENSES ($4,524) $338,169 $537,916 $819,594  $1,102,548
31

Fund Balances FYE 2020 FYE 2021 FYE 2022 FYE 2023 FYE 2024
k72l \Water Authority Fund (600)
33 Beginning Balance $1,511,950 $1,507,426  $1,845595  $2,383,511 $2,656,742
34  Net Operating Cash Flow ($4,524) $338,169 $537,916 $819,594  $1,102,548
35  Cash Funded CIP $0 $0 $0 ($546,364) ($1,125,509)
36 Ending Balance - Water Authority Fund (600) $1,507,426 ~ $1,845595  $2,383,511  $2,656,742  $2,633,781
37  Total Fund 600 Target Reserve Balance $2,613,122  $2,731,886  $2,774,869  $2,803,590  $2,833,096
38

Debt Coverage Calculation FYE 2020 FYE 2021 FYE 2022 FYE 2023 FYE 2024
39 Net Revenues $1,378,651  $1,740,744  $2,138,691  $2,612,869  $3,099,423
40 Total Debt Service - 2018 Water Refunding Bonds $1,383,175  $1,402,575  $1,400,775  $1,393,275  $1,396,875
41
42 Calculated Debt Coverage 1.00 1.24 1.53 1.88 2.22
43 Required Debt Coverage 1.25 1.25 1.25 1.25 1.25

Figure 3-4 shows proposed revenue adjustments (blue bars) on the left axis and projected coverage (light blue line)
on the right axis relative to the 1.25 target debt coverage ratio (dashed red lind)e highest revenue adjustment of
15% in FYE 2020 is necessary to recover projected debt coverage to near the 1.25 target by FYE 2021. Debt coverage
in FYE 2022 to FYE 2024 is projected to be safely above the tatge
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Figure 3-4: Revenue Adjustments and Debt Coverage - Proposed Financial Plan
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Figure 3-5 summarizes the tabular results frornfable 3-13 in graphical format. O&M expensesdebt service,cash
funded CIP, and revenues to (or from) reserves are represented by stacked bars. Revenue under current rates are
represented by thelashed red line while revenue inclusive of the proposed revenue adjustments are represented by
the dashedblue line. Figure 3-5 demonstrateghat although current rates are sufficient to covéd&M costs over the

study period, the proposed revenue adjustments are necessary to suffibreiaind debt service, CIP, and reserves

Figure 3-5: Proposed Financial Plan

OPERATING FINANCIAL PLAN
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Figure 3-6 shows theWater Enterpriséd s pr oj ect ed ending cash balance (bl
target (blue line) and combined operating and capital total reserve tatqred dashed line) fromrable 3-11. The

proposed financial plan results in projected ending balances that exceed the operating reserve target inak.ye
However, the selected financial plan slowly builds up reservés near the total reserve target to avoid substantial

upfront bill impacts to ratepayers.
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Figure 3-6: Projected Ending Balances - Proposed Financial Plan

FUND 600 ENDING BALANCE
Operating Reserve Target

s Ending Balance ® Alert Balance — — — Total Reserve Target
Millions
$3.0

$2.5
$2.0
$1.5
$1.0

$0.5

$0.0

FYE 2020 FYE 2021 FYE 2022 FYE 2023 FYE 2024

CITY OF EL MONTE



4. Cost of Service

Section 4 details the cost of service (COS) analysigerformed fortheCi t y 6 s Wat eThe GO amalysigr i s e
allocates the overall raterevenue requirement to all customer classes and tiers based on their proportion ofafse
and burden on the system.

4.1. Process and Approach

The first step in the COS analysis is to determine the revenue reqdifeom rates. The total revenue requirement is
determined as aesult of the financial plan and the proposed revenue adjustmeimsSection 3. The frameworkand
methodology utilized to develop the COS analysis anith apportion the revenue requirement to each customer class
and tier is informed by the processes outlined in the M1 Manual.

COS analyses are tailored specifically to meet the unigue needs of eaaker system However, there are four distinct
steps in everyCOS analysis to recover costs from customein an accurate, equitable, and defensible manner:

1. Cost functionalization: O&M expenses and capital assets are categorized by their function in tlystem.
Functions include supply treatment, transmission anddistribution, billing and customer service, etc.

2. Cost causation component allocation: the functionalized costs are then allocated to cost causation
components based on their burden on the system. The cost causation components include supglye
delivery, peaking, metes, customer, etc. The revenue requirement is allocated accordingly tiwe cost
causation components and results in the total revenue requirement for each cost causation component.

3. Unit cost development: the revenue requirement for each cost causation component is divided by the
appropriate units of service to determine thenit cost for each cost causation component.

4. Revenue requirement distribution: the unit cost is utilized to distribute the revenue requirement for each
cost causation component to customer classes @od tiers based on their individual service units. Th€ity
does not differentiate its CommodityRateshby customer class, but does hatwo-tiered rate structure.

4.2. Revenue Requirement

Table 4-1 shows therate revenue requirement folFYE 2020 (also referred to aghe testyear or rate-setting yeaj.
The revenue requirement is split into the Operating and Capital categories (Columns @daD), which are later
allocated based on O&M expenses and capital assets respectively.

The revenue requirementLine 5) is calculated using=YE 2020 expensesThe cash balance adjustment.jne 8) is
equal to negative FYE 2020 net operating cash flo{irable 3-13, Line 30). The adjustment to annualize the rate
increase (Line9) is due tothe proposedFYE 2020 revenue adjustment occurring irthe middle of the fiscal year
(January 2020. The revenue offsets (Lines 156) include interest earnings and other nerate revenues that are
applied as offsets to the final rate revenue requiremeifitie final rate revenue requirement (Lin€l9) is calculatedas
follows:

Total revenue required from rates I9neRevenue requirements (Brddjustments (Line 10Revenue offsets (Lie
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Table 4-1: Proposed Revenue Requirement

B

C

D

E

FYE Revenue Requirement Determination
1 Revenue Requirements

Operating

Capital

Total

2 O&M Expenses $3,857,724 $0 $3,857,724
3 Existing Debt Service $0  $1,383,175 $1,383,175
4 Cash Funded CIP $0 $0 $0
5 Total Revenue Requirements $3,857,724 $1,383,175 $5,240,899
6

7 Less Adjustments

8 Cash Balance $0 $4,524 $4,524
9 Mid-Year Increase $0 ($355,875)  ($355,875)
10 Total Less Adjustments $0 ($351,351) ($351,351)
11

12 Revenue Required before Revenue Offsets $3,857,724  $1,734,526 $5,592,250
13

14  Less Revenue Offsets

15 Interest $5,000 $0 $5,000
16 Other Revenues $130,500 $0 $130,500
17 Total Less Revenue Offsets $135,500 $0 $135,500
18

19 Total Revenue to be Recovered from Rates $3,722,224 $1,734,526 $5,456,750

4.3. Functionalization and

Allocation of Expenses

After determining the revenue requirement, the next stegd the COS analysis is to allocate the O&M expenses and
capital assets to the following functions:

»  Water Purchase Costsd cost of Water Assessments

»  Supply 8 other water-supply related costs
»  Treatment d costsof water treatment

»  Transmission & Distribution dcostsrelatedto the Cityd s
»  Billing & Customer Servicedcosts of meter reading, billing, and other customer services

water

di stribution

syste

»  Meter Replacement/ Repair & costs associated with purchasing, maintaining, and servicing water metass
well as some costs related to system capacity

» Conservation d costs relating to effortsd
»  Direct Fire & costsof fire protection

reduce

cusugeomer s o

water

»  General - costs for general operational expenses which cannot be categorized under any of the above

The functionalization of costs allows for the allocation of costs to the cost causaticomponents Some cost
causation components correspond directly to a functional category listed above. The cost causation components
include:
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»  Water Purchase Costs- cost of Water Assessments
»  Supply 6 other costsassociated with water supply
»  Base costsassociated with providing water under averaggater demandconditions

CITY OF EL MONTE



»  Peaking (Max Day and Max Hour) & costs associated with providing water under peak demand conditions

» Conservation @ costs associated withth€ityd s r ecycl ed water system

»  Customer & costs associated with customer service and billing

» Meters 0 costs associated with purchasing, maintaining, and servicing water metesswell as some costs
related to system capacity

»  Direct Fire Costs 0 costs of fire protection

»  General  costs that do mt have any direct cost causation

» Revenue Offsets 8 non-rate revenues (such as interest income) with no direct association with specific
expenses or services

4.4. Peaking Factors

Peaking costs are divided into maximum day (Max Day) and maximum hour (Max Hourjlemand. The Max Day
demand is the maximum amount of water used in a single day in a year. The Max Hour demand is the maximum
usein an hour on the Max Day. Table 4-2 shows the systenwide peaking factors used to derive the cost component
allocation bases for Base, Max Day, and Max Hour costs. Base use is considered average daily demand over one
year, which has been normalized to a factor of 1.00 (Column Cjihe 1). The Max Day peaking factor(Column C,

Line 2) indicatesthat the Max Day demand is 155 times greater than the average daily demand. Similarly, the Max
Hour peaking factor (Column C, Line 3) shows that the Max Hour demand is 85 times greater than average
demand. The allocation bases (Columns D to F) are calculadeusing the equations outhed below. Columns are
represented in these equations as letters, and rows are represented as numbers. For example, Column D, Line 2 is
shown as D2.

The Max Day allocations are calculated as follows:
» Base Delivery:C1/C2 x 100% = D2
» Max Day: (C2-C1)/C2 x 100% = E2

The Max Hour allocations are calculated as follows:
» Base Delivery:C1/ C3x 100% =
» Max Day: (C2-C1)/C3x 100% =B
» Max Hour: (C3-C2)/C3 x100% = F3

Table 4-2: System Peaking Factor Allocations

2] C D E F
System Peaking Factors Factors Base Max Day Max Hour
1 Base 1.00 100.0% 100.0%
2 Max Day 1.55 64.5% 35.5% 0.0% 100.0%
3 Max Hour 2.65 37.7% 20.8% 41.5% 100.0%
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4.5. O&M Allocation

Table 4-3 showsthe allocation & O&M expenses to each costausationcomponent. O&M expenses are useith subsequenstepsof the COS analysis to
allocate theoperating revenue requirementPrior to allocating costs to costausationcomponents,Raftelis functionalized the FYE 2020Water Enterprise
O&M budget (shown in detail in Appendix A). The results are shown in Column C, Lines-® in which total FYE 2020 O&M expenses are summarized
by function. Note that total FYE 2020 expenses (Column C, Line 10) incorporate projected El Monteperable Unit costs before reimbursement by
responsible parties and therefore exceed total O&M expenses previously showaile 4-1, Column C, Line 1.

Costs by function were then allocated to each cost causation component based on the percentages shown in ColuavhsLihes 1-9. Water Purchase
Costs, Billing & Customer Service, Meter Replacement/ Repair, Conservation, Direct Fire, and General functidized costs were fully allocated to the
corresponding cost causation componenEor example, osts functionalized as Water Purchase Costsere allocated 100% to the Water Purchase Costs
cost causation component. Supply costs were allocated 80% to Supplg 0% to Max Daybased oninput from City staff which indicated that the wells
are operating in such a manner to meet Max Day demandreatment costs were allocated to the cost causation components based/ax Day peaking
factor allocations {Table 4-2, Line 2). Transmission & Distribution costs were allocated to the cost causation components basedax Hour peaking
factor allocations {Table 4-2, Line 3), astransmission and distribution infrastructurds typically designed to withstand MaxHour demands Total O&M
Expenses by cost causation component (Line 10) is calculated by multiplyinghétionalized expenses (Column C) by the corresponding allocation
percentage and then summing across &linctions for each cost causation component. The final O&M allocation (Line 12) used to allocate the operating
revenue requirement is calculated by diging O&M expenses allocated to each cost causation component (ColumnsM) Line 10) by total FYE 2020
0O&M expenses (Column C, Line 10).

Table 4-3: O&M Cost Allocation

A (€] H | J
O&M Allocation COST CAUSATION COMPONENTS
Water Direct
FY 2020 Purchase Conser- Cust- Fire
Line Functional Category Expenses Costs Supply Base Max Day Max Hour vation omer Meters Costs General

1 Water Purchase Costs $555,000 100.0% 100.0%
2 Supply $424,698 80.0% 20.0% 100.0%
3 Treatment $596,161 64.5% 35.5% 100.0%
4 Transmission & Distribution $754,436 37.7% 20.8% 41.5% 100.0%
5 Biling & Customer Service $272,483 100.0% 100.0%
6  Meter Replacement/ Repair $284,330 100.0% 100.0%
7 Conservation $154,012 100.0% 100.0%
8 DirectFire $22,146 100.0% 100.0%
9 General $984,070 100.0% 100.0%
10 Total O&M Expenses $4,047,337  $555,000 $339,759 $669,313 $453,062 $313,162 $154,012 $272,483 $284,330 $22,146 $984,070 $4,047,337
11

12 O&M Allocation 13.7% 8.4% 16.5% 11.2% 7.7% 3.8% 6.7% 7.0% 0.5% 24.3% 100.0%
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4.6. Capital Allocation

Table 4-4 shows the allocation of capital assets to each cost component. Capital assets are utilized in COS analyses to allocatd capitto the cost
causationcomponents. We use the distribution of total capital assets because the distribution of a stesrh CIP projects can be heavily weighted to
specific costcausationcomponents. For example, the City may have several projects thakasupply related in the near termCapital assets remain
relatively stable and are more representative of ti@@ty6 s i nv e st me mnsystem City staff previded &aftelis with a detailed asset listing that
included the Original Cost of each indivilual fixed asset. Raftelis calculated the Replacement Cost Less Depreciation (RCLD) of each asset based on
Original Cost, year purchased, and useful life using the Engineering NelRse ¢ o r eCiiyAveta@e Cost Construction Index (CCI) to account for capél

cost inflation. RCLD is often utilized in capital asset analyses because it takes into consideration inflation and depremigtvhen valuing assets. As part

of the capital asset analysis, Raftelis also assigned each individual asset to a functionafjoageTotal asset value (RCLD) by functional category is shown

in Column C, Lines 1-7 of Table 4-4.

The capital assets are allocatett the various costcausation componentsising the same methodology described fBection 4.5 to allocate O&M costs.

Asset value byfunctional category(Column C) is allocated to each costausationcomponent(Columns D-M) based on percentagdsgentical to those

shownin Table 4-3. Allocation percentagedor each cost causation component amultiplied by the capital asset value foeachfunctional categoryand

summedto determine thecapital assetvalue allocated toeach costcausationcomponent. The capital allocation in Line 10 represents the proportion of
total asset value within each cost causation component and is used subsequently in the COS analysis to allocate capitalieerguirements.

Table 4-4: Capital Cost Allocation

A D
Capital Allocation COST CAUSATION COMPONENTS
Water
Asset Value  Purchase Conservatio Direct Fire
Functional Category (RCLD) Costs Max Day Max Hour n Customer Meters Costs General

1 Supply $51,452,566 80.0% 20.0% 100.0%
2 Treatment $1,442,905 64.5% 35.5% 100.0%
3 Transmission & Distribution ~ $7,457,352 37.7% 20.8% 41.5% 100.0%
4 Billing & Customer Service $2,212 100.0% 100.0%
5 Meter Replacement/ Repair $623,796 100.0% 100.0%
6 Conservation $0 100.0% 100.0%
7 General $1,648,898 100.0% 100.0%
8 Total Asset Value (RCLD)  $62,627,729 $0 $41,162,053 $3,745,001 $12,350,264  $3,095,505 $0 $2,212 $623,796 $0 $1,648,898 $62,627,729
9

10 Capital Allocation 0.0% 65.7% 6.0% 19.7% 4.9% 0.0% 0.0% 1.0% 0.0% 2.6% 100.0%
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4.7. Revenue Offset Allocation

Table 4-5 shows the revenue offset allocation to each cost causation component. Revenuestsfare miscellaneous, norate revenues that are used to
offset therate revenue requirementSome nonrate revenuesre allocateddirectly to the most closely associatedost causation componentOther
revenues, such as rental incomeye not directly linked to a service that th&Vater Enterpriseprovides to its water customersThese revenues are
thereforeallocated to the Revenue Offsets cost causation component (Column M), which can be utilizegrovide offsets to specific customeclasses
and/or tiers. The Revenue Offsets cost causation component was not included in the O&M or capital allocations, as it only applies to regsnithe
methodology as described previously for the O&M and capital allocations was utilized to determietamount of revenue offsets allocated to each cost
causation component Table 4-5, Line 9) and the final revenue offset allocation percentagase utili zed in the next step of the COS analysiFéble 4-5,
Line 11).

Table 4-5: Revenue Offset Allocation

B G H | J K L
Revenue Offset Allocation COST CAUSATION COMPONENTS
Water Cust- Direct
FY 2020 Purchase Max Max Conser- omer Fire Revenue

Non-Rate Revenues Amount Costs Supply Base Day Hour vation Service Meters Costs General Offsets Total
1 600-11-4601 Interest Income $5,000 100.0% 100.0%
2 600-11-4621 Rental Income $30,000 100.0%  100.0%
3 600-67-4725 Reimbursements - Others $20,000 100.0% 100.0%
4 600-67-4791 Miscellaneous Revenue $25,000 100.0%  100.0%
5 600-67-4802 Penalties $36,000 100.0%  100.0%
6 600-67-4803 Shut off Notices $12,000 100.0%  100.0%
7 600-67-4804 Meter Lock Off $5,000 100.0% 100.0%
8 600-67-4807 Fire Flow Testing $2,500 100.0% 100.0%
9 Total Non-Rate Revenues $135,500 $0 $0 $0 $0 $0 $0 $5,000 $2,500 $5,000 $123,000 $135,500
10
11 Revenue Offset Allocation 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 3.7% 1.8% 3.7% 90.8% 100.0%
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4.8. Units of Service

Section 4.8 shows theunit of service determination Units of service are used to convert total costs allocaterleach
cost causation component into unit costs, whichre directly incorporated into the proposed rate calculations.

Peaking Units of Service

Peaking units of servicareused to develop Max Day and Max Hour unit costsTable 4-6 shows the calculation of

peaking units of serviceEstimated FYE 2020water use by tier (Column C)vas previously determined infable 3-3.

Projected use by tieColumn C) is divided by 365 days to determine average dailyse(Column D). Average daily

usein Column D is then multiplied by the Max Day factor® in Column E to determine Max Day Capacity (Column

F). Max Day Extra Capacity (Column G) is determined by subtracting average dailyse(Column D) from Max Day

Capacity (Column F). Max Hour Extra Capacity (Column J) is similarly calculated. Max HourCapacity (Column

I) equals average daily use (Column D) multiplied by the Max Hour Capacity Factor (Column H). Max Hour Extra
Capacity (Column J) equals Max Hour Capacity (Column 1) less Max Day Capacity (Column F). Raftelis estimated
peaking unitsforfr e pr ot ection (Line 3) based on design ctiteri

Table 4-6: Use and Peaking Units of Service

C D E F G H | J
Maximum Total Max MaxDay Maximum Total Max Max Hour
FY 2020 Average Day Day Extra Hour Hour Extra

Annual Use DailyUse Capacity Capacity Capacity Capacity Capacity Capacity

Customer Class (hgal) ((eED) Factor (hgal/day) (hgal/day) Factor (hgal/day) (hgal/day)
1 Tierl 2,219,918 6,082 1.38 8,378 2,296 2.36 14,324 5,946
2 Tier2 4,207,372 11,527 1.65 18,988 7,461 2.82 32,463 13,475
3 Total Fire Protection 18,000 68,400
4 Total 6,427,290 17,609 1.554 27,366 27,757 46,787 87,821

Equivalent Meters

Equivalent meter units are used to allocate meteelated costs appropriately and equitably. Larger meters impose
larger demands; are more expensive to install, maintain, and replace than smaller meters; and require greater capacity

in the water system. Egivalent meter units are based on meter hydraulic capacity and are calculated to represent the
potential demand on the water system compared to a base meter size. A ratio of hydraulic capacity is calculated by
dividing larger meter capacities by the baseent er capacity. The base meter in t
the smallest meter size.

Table 4-7 shows the equivalent meters for the test ye@FYE 2020). The capacity in gallons per minute (gpm) is
based on data from the M1 Manual (Column B). The capacity ratios (Column C) are calculated by dividing the
capacity for each meter size by the capacity for the 5/8ch meter. The projected number bmeters (Column D)
was determined inTable 3-2. Equivalent meters (Column E) equal the capacity meter ratio Column (C) multiplied
by the number of metes (Column D).

SRaftelis estimated Max Day and Max Hour factors for Tier 1 and Tier 2 usage based on FYE 2018 account level water
usage data.

‘Raftelis calculated Max Hour and Max Day Extra Capacity associated with fire projection based on system design criteria
intended to provide capacity foma fire lasing five hours and requimg 6,000 gallons per minute of water usage.

Max Day Extra Capacity 6,000 gpm x (60 min./hr.) x 5 hrs. x (0.01 hgal/gal) = 18,000 hgal/day

Max Hour Extra Capacity = 6,000 gpm x (60 min./hr.) x (24 hrs./day) x (0.01 hgal&a)0 hgal/day = 68,400 hgal/day
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Table 4-7: Equivalent Meters Subject to Water Service Meter Base Charges

Hydraulic Capacity Meter Number of Equivalent
Meter Size Capacity (gpm) Ratio Meters Meters
(A (C) (D) (E)
1 5/8-inch 20 1.0 2,768 2,768
2 1-inch 50 25 462 1,154
3 1.5-inch 100 5.0 100 500
4 2-inch 160 8.0 138 1,107
5 3-inch 300 15.0 5 76
6 4-inch 500 25.0 15 379
7 6-inch 1,000 50.0 5 253
8 8-inch 1,600 80.0 3 242
9 10-inch 2,300 115.0 0 0
10 Total 3,497 6,479

Equivalent Fire Lines

Similar to equivalent water meters, private fire connections (i.e. fire lines) and public fire hydrant counts are also
converted to equivalent lines based on fire line capacitiékable 4-8 shows the equivalent lines for private fire lines
and public fire hydrants. The fire line demand potential (Column Bis determined based on the HazeWilliams
equation for flow through pressure conduits, as explaineéd the M1 Manual. The flow potential is dependent on the
diameter of the fire line raised to the power of 2.63. Note that each fire hydrant has either two or three connections.
City staff provided number of hydrants by connection size/type (Column C, Line$-2). The projected number of fire
lines (Column C, Lines 510) are fromTable 3-2. Equivalent demand (Column D) equals fire demand potential
(Column B) multiplied by number of fire hydrantsf/fire lines (Column C).

Table 4-8: Equivalent Fire Lines

Fire

Number of

Demand Fire Equivalent
Fire Line Size - Public Hydrants Potential Hydrants Demand
(A) (D)
1 Fire Hydant, 2- 4" Ports and 1- 2.5" Port 8777 59 5135
2 Fire Hvwdant. 1-4" Ports and 1-2.5" Port 4945 332 16393
3 Total 390 21,528
. . . . Fire Number of Equivalent
4 Fire Line Size - Private Fire D d Lines Demand
5 2-inch 6.19 0 0
6 3-inch 17.98 11 198
7 4-inch 38.32 45 1.724
8 B-inch 111.31 42 4 675
g g-inch 23721 21 4981
10 10-inch 426.58 7 2986
11 Total 126 14,565
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4.9. Unit Cost of Service Calculation

Table 4-9 shows the revenue requiremerdllocation from Table 4-1. The total operating revenue requirement ifable 4-9, Column N, Line 1 of Table
4-9 is equal to the operating revenue requirement less adjustments (Column C, Lit# from Table 4-1. The total operating revenue requirement is
allocatedto the various cost causation components in Columns-M, Line 1 of Table 4-9 based on the O&M allocationpercentagesrom Columns D-M,
Line 12 of Table 4-3.

The total Capital revenue requirement in Column M, Line 2f Table 4-9 is equal to thecapital revenue requirement less adjustments (Colunid, Line
12) from Table 4-1. The total capital revenue requirement is allocatetb the various cost causation components iG@olumns C-M, Line 2 of Table 4-9
based on thecapital allocation percentagefrom Columns D-M, Line 10 of Table 4-4.

Total revenue offsets in ColummN, Line 3 of Table 4-9 is equal to the revenue offsets in Column E, Lin&7 of Table 4-1. Total revenue dfsets are
allocatedto the various cost causation components in Columns-M, Line 3 of Table 4-9 based on the revenue offset allocation percentage<Columns
D-N, Line 11 of Table 4-5.

Lines 1-3 in Table 4-9 are summed to determine the preliminary COS allocation to each cost causation component in Line 4. General costs are then
reallocated to all other cost causation components (excludingater Purchase Costs andRevenue Offsets) proportionally in Line6 basel on the
percentages shown in Lin&. Lines 4 and6 are summed to determine the adjusted cost of service (Line 7), which represents the preliminary allocation of
the total rate revenue requirement to each cost causation component. This preliminary allogatis shown as a percentage of the total rate revenue
requirementin Line 8.

Table 4-9: Adjusted Cost Service by Cost Causation Component

C
Water General &
Purchase Con- Customer Meter Direct Fire Admin- Revenue
Line Cost of Service Allocation Costs Supply Max Day Max Hour  Servation Service Service Costs istrative Offset Total

1 Operating Expenses $528,999 $323,841 $637,956 $431,836 $298,491 $146,797 $259,718 $271,010 $21,109 $937,967 $0  $3,857,724
2  Capital Expenses $1,140,017 $103,721 $342,051 $85,733 $0 $61 $17,277 $0 $45,668 $0  $1,734,526
3 Revenue Offset $0 $0 $0 $0 $0 $0 -$5,000 -$2,500 -$5,000  -$123,000  -$135,500
4  Total Cost of Service $528,999  $1,463,858 $741,677 $773,887 $384,223 $146,797 $259,779 $283,286 $18,609 $978,635  -$123,000 $5,456,750
5 Percent Excluding Gen & Admin 35.9% 18.2% 19.0% 9.4% 3.6% 6.4% 7.0% 0.5%

6  Allocation of General Admin $351,803 $178,244 $185,985 $92,339 $35,279 $62,432 $68,081 $4,472  -$978,635

7 Total Adjusted Cost of Service $528,999  $1,815,661 $919,922 $959,872 $476,562 $182,076 $322,210 $351,367 $23,081 $0  -$123,000 $5,456,750
8 Total Adjusted Cost of Service (%) 9.7% 33.3% 16.9% 17.6% 8.7% 3.3% 5.9% 6.4% 0.4% 0.0% -2.3% 100.0%

Table 4-10 shows the reallocation of peaking cost&apacity) related to fire protection. This is necessary as public fire protection peaking costs are
reallocated to the Meter Service cost causation component and private fire protection peaking costs are reallocated to @1t costs (a new cost
causation compaent introduced inTable 4-11). The adjusted cost of service for Max Day and Max Hour in Line 1 (frorifable 4-9, Columns F-G, Line7)
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is divided by total peaking units of service in Line 2 (fronTable 4-6, Columns G and J, Line 4) to determine a preliminary peaking unit cost ifiable
4-10, Line 3. The preliminary peaking unit costs (Line 3) are multiplied by the units of service associated with fire protection (frdable 4-6, Columns
G and J, Line 3) to determine peaking costs allocated to fire protection (Line 5). Equivalent fire demand associated with public hydramid private fire
protection in Lines 7-8 (from Table 4-8, Column D, Lines 3 and 11)is shown proportionally as percentages in Lines®0. The allocation of peaking costs
to public and private fire protection in Lines 1213 is calculated by multiplying the allocated cost of servider fire protection (Line 5) by the corresponding
allocation percentages to public (Line 9) and private fire protection (Line 10).

Table 4-10: Allocation of Fire-Related Peaking Costs

A B C D E
Line Fire Protection Cost Allocation Max Day Max Hour Total
1 Adjusted Cost of Service $959,872 $476,562 $1,436,434
2 Units of Service (hgal/day) 27,757 87,821
3 Unit Cost of Service ($/hgal/day) $34.58 $5.43
4 Units of Service for a Fire (hgal/day) 18,000 68,400
5 Allocated Cost of Service for Fire Protection $622,468 $371,174 $993,643
6
7  Equivalent Fire Demand - Public Hydrant 21,528 21,528
8 Equivalent Fire Demand - Private Fire Protection 14,565 14,565
9 % Allocation to Public Hydrants 60% 60%
10 % Allocation to Private Fire Protection 40% 40%
11
12 Public Fire Protection $371,279 $221,392 $592,671
13 Private Fire Service $251,189 $149,783 $400,972

Table 4-11 shows the calculation of unit costs by cost causation component. The cost of service allocated to each cost causation contgire 1) was
previously determined inTable 4-9, Line 7. Columns FG, Line 2 show the reallocation of private fire protection peaking costs (frofrable 4-10, Columns

C-D, Line 13) to Private Fire (Column N, Line 2). Private Fire represents a new cost causation component used in calculatingppsedPrivate Fire
Protedion Water Service Charges. An additional $5,000 of Direct Fire Costs (Column K, Line 2) associated with administration ofvate fire backflow
preventior? is reallocated to the Private Fire Costs Causation Component (Column N, Line Z}olumns FG, Line 3 show the reallocation of public
hydrant peaking costs (fromTable 4-10, Columns C-D, Line 12) to Meter Service (Column J, Line 3). Rmaining Direct Fire Costs (Column K, Line 3)

were also reallocated to Meter Service (Column J, Line 3)dditional reallocations are shown in Lines 45. Line 4 shows the reallocation o#5% ofnon-

fire peaking costs (Columns F5, Line 4) to Meter Service Column J, Line 4). Line 5 shows the reallocation 01.8% of Supply and Base costs (Columns

D-E, Line 5) to Meter Service (Column J, Line5). These reall ocations achieve the Cityds policy

5 City staff provided Raftelis with an estimate of $5,000 iannual costs associated with administration of private fire backflow prevention.
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approximately 45% oftotal rate revenue in order to maintain revenue stability. Lines-3 are summed to determine the final adjusted cost of service in
Line 6.

Unit costs of service (Line 11) used in the proposed rate calculationsSection 5 are calculated by dividing the final adjusted cost of service (Line 6) by
the units of service (Line 8)Total projected FYE 2020 watemusein hgal (from Table 4-6, Column C, Line 4) is the unit of service for the following cost
causation components: Water Purchase Costs, Supply, Base, and Conservatidre units of service foMax Day and Max Hour are Tier 1 and Tier 2
extra capacity requirements in hgal per day (fromable 4-6, Columns G and J, Lines 12). Customer Service units of service equal projected number of
water meters in FYE 2020 (fromTable 4-7, Column D, Line 10). Meter Service units of service equal projected equivalent meters in FYE 2020 (from
Table 4-7, Column E, Line 10). Revenue Offset units of service equal projected FYE 2020 Tieude (from Table 4-6, Column C, Line 1), as revenue
offsets are only applied to Tier Lisein Section 5. Private Fire units of service and unit cost (Column N, Lines 8 and 11) are not shown, as the derivation
of Private Fire costs (Column N, Line 6) into proposed Private Fire Protection Water 8gce Charges is shown in greater detail ifection 5.

Table 4-11: Unit Cost of Service by Cost Causation Component

C
Water General &

Purchase Con- Customer Meter Direct Fire  Admin- Revenue
Cost Supply Max Day Max Hour Servation  Service Service Costs istrative Offset  Private Fire

1 Cost of Service $528,999 $1,815,661 $919,922 $959,872 $476,562 $182,076 $322,210 $351,367 $23,081 $0  -$123,000 $5,456,750
2 Private Fire Protection -$251,189  -$149,783 -$5,000 $405,972 $0
Allocation of Public Fire to Meter $371279  -$221,302 $610752  -$18,081 $0 $0
3 Service (Fixed Charge)
Costs in Proportion to Meter
4 Capacity -$151,832 -$47,425 $199,256 $0
Reallocation of Supply and Base
5 Costs by Meter Size -$326,819  -$165,586 $492,405 $0
6 Total Adjusted Cost of Service $528,999 $1,488,842  $754,336  $185,572 $57,963  $182,076  $322,210 $1,653,780 $0 $0 -$123,000 $405,972 $5,456,750
7
8 Unit of Service 6,427,290 6,427,290 6,427,290 9,757 19,421 6,427,290 3,497 6,479 2,219,918 N/A
. equiv
9 Units hgal hgal hgal hgal/day hgal/day hgal meters meters
10
11 Unit Cost of Service Rates $0.082 $0.232 $0.117 $19.020 $2.985 $0.028 $92.147 $255.260 -$0.055 N/A
4.10. Costto Serve All Customer Classes

Table 4-12 showsthe final cost of service by cost causation component recovered by Commodiates Water Service Meter Base Charges, and Private
Fire Protection Charges.Total cost of service (Line 5was previously determined inTable 4-11, Line 6. The following cost causation components are
recovered by CommodityRates Water Purchase Costs, SupplyBase, Max Day, Max Hour, Conservation, and Revenue Offsets (Tier 1 only). Water
Service Meter Base Charges recav€ustomer Service and Meter Service cosRrivate Fire Protection Water Service ChargagcoverPrivate Fire costs.
Commodity Rate cost recwvery by tier was calculated based on the share of projected FYE 2020 watsgand extra capacity requirements falling within
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each tier. Note however that Revenue Offsets are allocated solely to Tier 1 watseto help improve affordability for essentiaindoor water use (which

generally falls within Tier 1).

Table 4-12: Cost to Serve by Customer Charge

Con- Custome r

K L

Re venue Private

MaxDay MaxHour Servation Service

Offset Fire

1 Tier 1 Commadity Chare 5182711 5514270  SPA0S40  S4n873 S1T748 SAD 8RT -5123,000 958 728
2 | Tier 2 Commeadity Charge $346.288 5974812 54833798 5141899 540218 119,189 52.118,002
3 |Water Sevice Meter Base Charge 5322210 51653780 51,575,591
4 Private Fire Protection W ater Service Charge 5405 372 405,972
5 Total Costof Service $6200999 S1488847 S754,336 S185572 57963  S182,076 5322210  S$1553,7BO0  -5123000 S405972  $5456,750
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5. Proposed Water Rates

Section 5 details the proposed water ratealculations FYE 2020 proposed rates are calculated based on the results
of the COS analysis (fronSection 4). All rates beyond FYE 2020 are calculated by simply increasing the prior year
proposed rate by the annual revenue adjustment (fronable 3-12).

Raftelis and City Staff discussed the existing rate structure and decided to make no chariffestefore, all proposed
rates shown are consi stent \itytsthff direbee Rafdlidtoydévelopalrouglst tatesh g r a
which have not beenimplemented by the City. Drought rates are designed to mitigate reductions in Commodity
Raterevenue during periods of reduced water demand and are described in detatbéction 7.

5.1. Commodity Rate Calculation

The proposedCommodity Ratescalculatedfor the test year (FYE 2020)nc |l ude five distinct 0
summed to determine the pposedrate per hgal. Thefive unit rates, which incorporate one or more cost causation
components, are:

»  Water Purchase Cost Rate Includes the Water Purchase cost causation component
»  Average Delivery Rate: Includesthe Supply and Base cost causation components

» Peaking Rate:Includes the Max Hour and Max Day cost causation components

» Conservation Rate: Includes the Conservation cost causation component

» Revenue Offset Rate:Includes the Revenue Offset cost causatioomponent

Water Purchase Cost Unit Rate

The Water Purchase unit cost causation component was previously calculatedTiable 4-11, Column C, Line 11.

To promote affordahility for Tier 1 essential indoor water use needs, Raftelis developdifferent Water Purchase

Cost unit rates for each tierBecause lie City is expectng to purchase replacement water to rephishtheBa s i n o6 s
aquifer, replacement water costs were allocated to Tier 2.

Table 5-1 shows the unitcostcalculatonp er hgal for Water master assessments
share of the Basinds operating safe yield and for repl
of the Cityo0s ting$ateyidd. FYE 202 1hwater syp@yrpijections in Line 1 (frorable 3-8, Lines

3-4) and water cost information in Line 4 (fromTable 3-8, Lines 15-18) were used as FYE 2020 was less
representative of replacement water requirements over the fiwear study period. The percentage of water supply
withhand above the Cityds share of the operating safe yi
2020 water use in Column E, Line 3 to determine water use within and above the operating safe yield in Columns

C-D, Line 3.

FYE 2021 water suply costs in Line 4 associated with Watermaster assessments (frdable 3-8, Lines 1618) and
replacement water assessments (frohable 3-8, Line 15) are shown proportionally as percentages in Line 5. These
percentages are applied to the total Water Purchase Cost revenue requirement in Column E, Li&d@n Table
4-12, Column C, Line 5) to determine the share of the revenue requirement within and above the operating safe yield
in Columns C-D, Line 6. The water supply revenue requirement (Line 6) is dividday FYE 2020useby source (Line

3) to determine unit costs per hgal (Line 7). Note that the total unit cost (Column E, Line 7) match the Water
Purchase unit cost causation component froffiable 4-11, Column C, Line 11.
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Table 5-1: Water Purchase Unit Cost by Source

C D)
City's Share of Replacement
Description Operating Safe Yield Water
1 Acre Feet (AF) 1,832 458 2,289
2 Percent of Supply 80% 20% 100%
3 Water Use by Source (hgal) 5,142,653 1,284,637 6,427,290
4 Water Cost (FYE 2021) $458,671 $382,030 $840,701
5 Proportion of Water Cost 55% 45% 100%
6 Water Supply Revenue Requirement $288,612 $240,387 $528,999
7 Unit Cost ($/ hgal) $0.056 $0.187 $0.082

Table 5-2, Column F shows the calculation of Water Purchase Cost unit rates for each tier. Unit rates within and
above the Cityds share of t he inCplamsalandhEgespedivelg(fropniTable d ar e
5-1,Line7). Water within the Cityds share of the operating
Line 2. The remaining water supply within the operating safe yield is allocated to Tier 2 (Column D, Line 3), with
replacement water allocated t¢the remaining Tier 2 demand (Column E, Line 3). The unit rates in Columns F, Lines

2-3, are calculated based on a wéited average of the unit costs (Columns B, Line 1). For example, the Tier 2

unit rate in Column F, Line 3 is calculated:

A Bt LEROOGC RO ¢k 0 EQAM a A B PRQGAPR, P T @R TTh iy X €©QG & A Bt WHQWD &

Table 5-2: Water Purchase Cost Unit Rate

A B C D =
City's Share of Replacement
Line No. Water Purchase Cost Allocation Use (hgal) Operating Safe Yield Water Unit Rate
1 Unit Cost ($/ hgal) $0.056 $0.187
2 Tier 1 2,219,918 2,219,918 0 $0.056
3 Tier 2 4,207,372 2,922,735 1,284,637 $0.096
4 Total 6,427,290 5,142,653 1,284,637 $0.082

Average Delivery Unit Rate

The Average Delivery unit rate is not differentiated by tier and simply equals the sum of the Supply and Base unit
cost causation components (fronfable 4-11, Column D-E, Line 11). As stated previously, Supply costs include all
other supplyrelated costs not pertaining to Water Assessments (which are classified as Water Purchase Cosatsle

5-3 shows the Average Delivery unit rate in Column C, Line 3.

Table 5-3: Average Delivery Unit Rate

2} C
Unit Rate
Description ($/hgal)
1  Supply Unit Cost $0.232
2  Base Unit Cost $0.117
3  Average Delivery Rate $0.349
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Peaking Unit Rate

Table 5-4 shows the calculation of peaking unit rates for each tier based on Max Day and Max Hour unit costs and
extra capacity requirements. Max Day (Line 1) and Max Hour (Ine 5) unit costs were previously determined in
Table 4-11, Columns G, Line 11. Max Day (Line 2) and Max Hour (Line 6) extra capacity requirements in gal
per day were previously determined iffable 4-6, Columns G and J, Lines 12. Max Day peaking costs (Line 3) are
calculated for each tier by multiplyng the unit cost (Lines 1) by extra capacity (Lines 2). Max Hour peaking costs
(Line 7) are calculated for each tier by multiplying the unit cost (Lines 5) by extra capacity (Lines 6). Total peaking
costs (Line 9) includes the sum of Max Day (Line 3) anilax Hour (Line 7) peaking costs. The peaking unit rate for
each tier (Line 12) is calculated by dividing total peaking costs (Line 9) by projected FYE 2020 watsein Line 10
(from Table 4-6, Column C, Lines 1-2).

Table 5-4: Peaking Unit Rates

A B C D)
Line Description Tier 1 Tier 2

1 Max Day Unit Cost $19.020 $19.020
2 Max Day Extra Capacity (hgal/day) 2,296 7,461
3 Max Day Extra Capacity Costs $43,673 $141,899
4

5 Max Hour Unit Cost $2.985 $2.985
6 Max Hour Extra Capacity (hgal/day) 5,946 13,475
7 Max Hour Extra Capacity Costs $17,746 $40,218
8

9 Total Peaking Costs $61,418 $182,117
10 Total Water Usage (hgal) 2,219,918 4,207,372
11

12 Peaking Unit Rate ($/hgal) $0.028 $0.043

Conservation and Revenue Offset Unit Rates

Table 5-5 shows he Conservation and Revenue Offset unit rates/hich are simply equal to the Conservation and
Revenue Offset unit cost causation components respectively (frohable 4-11, Columns H and M, Line 11).
Conservation unit rates do not vary by tier. Revenue Offset unit rates however are applied to Ties&as previously
discussedRevenue Offset unit rates are used to reduce the proposed Tier 1 Commodity Rate and are therefore shown
as negative.

Table 5-5: Conservation and Revenue Offset Unit Rates

JAN C D

Line Description Tier 1 Tier 2
1 Conservation Unit Rate $0.028 $0.028
2 Revenue Offset Unit Rate -$0.055 $0.000
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Proposed FYE 2020 Commodity Rates Calculation

Table 5-6 shows the final calculation of proposed FYE 2020 Commaodity Rates by tier. The five unit raiasColumns
C-G (from Table 5-2 through Table 5-5) are summed to determine the total proposed FYE 2020 rdig tier (Column
H). The difference between proposed (Column H) and current rates (Column 1) is shown in Column J.

Table 5-6: FYE 2020 Proposed Commodity Rates

C D F € H
Water Average Conser- Revenue Total
Purchase Delivery Peaking vation Offset Proposed Current
Line Tier Cost Rate Rate Rate Rate Rate Rate Rate  Difference
1 Tier 1 (0-125 hgal) $0.056 $0.349 $0.028 $0.028  -$0.055 $0.406 $0.280 $0.126
2 Tier 2 (>125 hgal) $0.096 $0.349 $0.043 $0.028  $0.000 $0.517 $0.486 $0.031

5.2. Water Service Meter Base Charge Calculation

Water ServiceMeter BaseCharges are designed to recover costs allocated to the Meter Service and Customer Service
cost causation componentsTable 5-7 shows the Meter Service and Customer Service urghargecalculation based

on unit cost causation components for Meter Service and Customer Servigd.ine 1 (from Table 4-11, Columns I-

J, Line 11). The unit cost causation components for Meter Service and Customer Servire annualized costs
recovered by each unit of service. Unit cost causat components (Line 1) are divided by six bimonthly billing
periods per year (Line 2) to determine the unighargeper bimonthly billing period (Line 3).

Table 5-7: Meter Service and Customer Service Unit Charge Calculations

C D
Meter Customer
Description Service Service
1 Unit Cost Causation Component $255.26 $92.15
2 Bimonthly Billing Periods per Year 6 6
3 Unit Charge $42.54 $15.36

Table 5-8 showsthe calculation of proposed FYE 2020 bimonthly Water Service Meter Charge rates by meter size.
Meter Service costs vary by meter size based on meter capacity. Therefore, hydraulic capawter ratios in Column

C (from Table 4-7, Column C) are used to apply Meter Service unithargesin proportion to meter size capacity.
Customer Servte costs do not vary based on meter size and are therefore applied equally to all meter sizes. The
Meter Servicecharge (Column D) is calculated by multiplying the Meter Serviceunit charge (from Table 5-7,
Column C, Line 3) by the corresponding hydraulic capacity meter ratio (Column C). Customer Servicharges
(Column E), which do not vary by meter size, equal the Customer Service uchargefrom Table 5-7, Column D,

Line 3. The proposed FYE 2020 bimonthly barge (Column F) is the sum of the Meter Servicgharge(Column D)

and Customer Servicecharge (Column E). The difference between proposed (Column F) and current bimonthly
charges (Column G) is shown in Column H.
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Table 5-8: FYE 2020 Proposed Water Service Meter Base Charge Calculation

c D E = G
Hydraulic Proposed Current
Capacity ~ Meter Customer  Bimonthly  Bimonthly
Line Meter Size Meter Ratio Service  Service Charge Charge
1 afg-dnch 1.0 542 54 31536 $57.90 $49.82 3308
2 4nch 2.5 $106.36 31536 $121.72 $108.06 51366
3 1.54nch 2.0 $212.72 $15.36 $228.07 $216.08 $11.990
4 24dnch 8.0 534035 31536 £355.70 $346.28 042
5 3dnch 150 363815 31536 £653.51 £648.12 $5.30
6 ddnch 250 $1.083.58 31536 $1,078.94 £1,0280.26 -51.32
7 Bdnch 500 $212717 31536 $2,142.52 $2,160.44 51792
& &8dnch 800 $340347 31536 $3,418.83 $3,456.64 537 81
9  ACHnch 115.0 5480245 31536 $4,907.84 $4,968.96 56112

5.3. Private Fire Protection Water Service Charge Calculation

Private Fire Protection Water Service Charges are designed to recover costs allocated to the Private Fire cost
causation component. Private Fire costs are further distinguished in this subsection between Fire Backflow
Administration costs and all other Prvate Fire costs.Table 5-9 shows the calculation ofPrivate Fire (i.e. non
backflow related) and Fire Backflow Administration unitcharges Reducing thetotal FYE 2020 Private Fire Revenue
Requirement in Line 1 (fromTable 4-11, Columns N, Line 6) by $5,000 in backflowrelated costs (Line Z)provides
remaining Private Fire costs (Line8) recovered by the Private Fire unitharge Theses remaining costs (Line 5) are
divided by equivalent private fire demand in Line 5 (fronTable 4-8, Column D, Line 11) and then divided again by

six bimonthly billing periods per year (Line 7) to determine the Private Firehargeper unit of potential fire line
demand (Line 8). The Fire Backflow Administration unitcharge(Line 13) is similarly calculated by dividing total
Fire Backflow Administration costs by total projected private fire connections in Line 11 (fromfiable 4-8, Column

C, Line 11) and then dividing again by six bimonthly billing periods (Line 12).

6 City staff estimated that $5,000 in annual operating expenses are associated with private fire backflow administration.
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Table 5-9: Private Fire Protection Unit Charge Calculations

A B C
Line Description FY 2020

1 Total FYE 2020 Private Fire Revenue Requirement $405,972
2 Less Fire Backflow Administration Costs (%$5,000)
3 Remaining Private Fire Costs $400,972
4

5 Remaining Private Fire Costs $400,972
6 Egquivalent Private Fire Demand 14,565
7 Bimonthly Billing Periods per Year 6
8 Private Fire Unit Charge $4.59
9

10 Fire Backflow Administration Costs $5,000
11 Number of Private Fire Connections 126
12 Bimonthly Billing Periods per Year 6
13 Fire Backflow Administration Unit Charge $6.61

Table 5-10 shows the calculation of proposed FYE 2020 bimonthly Private Fire Protection Water Service Charge
rates by connection size. Private Fé costs vary byconnectionsize based on potential fire line demand. Therefore,
the Private Firecharge(Column E) is calculated by multiplying the Private Firechargeper unit of potential demand

in Column D (from Table 5-9, Column C, Line 8) by potential demand in Column C (fromTable 4-8, Column C).
Fire Backflow Administration charges(Column F), which do not vary by connectionsize, equal the Customer Fire
Backflow Administration unit chargefrom Table 5-9, Column C, Line 13. The proposed FYE 2020 bimonthly charge
(Column G) is the sum of the Private Firecharge(Column E) and Fire Backflow Administration charge(Column

F). The difference between proposed (Column G) and currebtmonthly charges (Column H) is shown in Column

l.

Table 5-10: FYE 2020 Proposed Private Fire Protection Water Service Charge Calculation

€] H
Private Fire
per Unit of Proposed Current
Potential Potential Fire Backflow Bimonthly Bimonthly
Line Meter Size Demand Demand Private Fire Administration Charge Charge Difference

1  2-inch 6.19 $4.59 $28.40 $6.61 $35.02 $108.16 -$73.14
2  3-inch 17.98 $4.59 $82.51 $6.61 $89.12 $202.60 -$113.48
3 4-inch 38.32 $4.59 $175.83 $6.61 $182.44 $337.68 -$155.24
4  6-inch 111.31 $4.59 $510.74 $6.61 $517.35 $643.86 -$126.51
5  8-inch 237.21 $4.59 $1,088.40 $6.61 $1,095.02 $1,080.56 $14.46
6  10-inch 426.58 $4.59 $1,957.33 $6.61 $1,963.94 $1,558.50 $405.44

5.4. Proposed Five -Year Rate Schedule

Table 5-11 showscurrent FYE 2019 water rates and proposesater rates for FYE 2020 to FYE 2024. Current FYE
2019 rates(Column C) were shown previously inTable 3-1. Proposed FYE 2020 CommodityRates (Column D,
Lines 4-5) were calculated inTable 5-6. Proposed FYE 2020 Water Service Meter Charg¢Column D, Lines 9-17)
were calculated inTable 5-8. Proposed FYE 2020 Private Fire Protection Water Service Chagy€olumn D, Lines
21-26) were calculated inTable 5-10. All rates beyond FYE 2020 (Columns EH) were calculated by increasing the
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prior year proposed rat®r chargeby the corresponding revenue adjustment in Line 1 (frofable 3-12). Commodity
Rates are rounded to the nearest tenth of a cent. Aited chargesare rounded to the nearest cent.
Table 5-11: Proposed Five-Year Rate Schedule

A B C D E F € H

Line Fiscal Year FYE 2019 FYE 2020 FYE 2021 FYE 2022 FYE 2023 FYE 2024

1 Revenue Adjustment 15.0% 9.0% 9.0% 8.0% 8.0%
2 Commodity Rates

Current January 1, Januaryl, Januaryl, Januaryl, Januaryl,
3 Tier 2019 2020 2021 2022 2023 2024
4 Tier 1 (0-125 hgal) $0.280 $0.406 $0.442 $0.482 $0.521 $0.562
5 Tier 2 (>125 hgal) $0.486 $0.517 $0.563 $0.614 $0.663 $0.716
6
7 Bimonthly Water Service Meter Base Charges

Current January 1, Januaryl, Januaryl, Januaryl, Januaryl,
8 Meter Size 2019 2020 2021 2022 2023 2024
9 5/8-inch $49.82 $57.90 $63.11 $68.79 $74.30 $80.24
10 1-inch $108.06 $121.72 $132.67 $144.61 $156.18 $168.67
11 1.5-inch $216.08 $228.07 $248.60 $270.98 $292.65 $316.07
12 2-inch $346.28 $355.70 $387.72 $422.61 $456.42 $492.94
13 3-inch $648.12 $653.51 $712.32 $776.43 $838.55 $905.63
14 4-inch $1,080.26  $1,078.94  $1,176.05 $1,281.89  $1,384.44  $1,495.20
15 6-inch $2,160.44  $2,14252  $2,335.35  $2,545.53  $2,749.18 $2,969.11
16 8-inch $3,456.64  $3,418.83  $3,726.52 $4,061.91 $4,386.86 $4,737.81
17 10-inch $4,968.96  $4,907.84  $5,349.55 $5,831.01  $6,297.49  $6,801.29
18
19 Bimonthly Private Fire Protection Water Service Charges

Current January 1, Januaryl, Januaryl, Januaryl, Januaryl,
20 WEEIESPA 2019 2020 2021 2022 2023 2024
21 2-inch $108.16 $35.02 $38.17 $41.60 $44.93 $48.53
22 3-inch $202.60 $89.12 $97.14 $105.88 $114.36 $123.50
23 4-inch $337.68 $182.44 $198.86 $216.76 $234.10 $252.82
24 6-inch $643.86 $517.35 $563.92 $614.67 $663.84 $716.95
25 8-inch $1,080.56  $1,095.02  $1,193.57 $1,300.99  $1,405.07 $1,517.47
26 10-inch $1,558.50  $1,963.94  $2,140.69  $2,333.36  $2,520.03  $2,721.63
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6. Customer Impacts

6.1. Bim onthly Bill Impacts

Figure 6-1 shows estimatedbimonthly bills under current rates and proposeBYE 2020 rates for customers with a
5/8 -inch water meter at varying levels dbimonthly water use Note that nearly all residential customers in the City
have a 5/8-inch meter. The varying levels of bimonthlyuseare based on actual FYE 2018 residential watesein
the City:

» 25" percentile: 104 hgal

»  Median: 157 hgal

» Average: 180 hgal

» 75" percentile: 227 hgal

» 90" percentile: 311 hgal

M edian and averageise residentiatustomers will realize &24.78 and $2519 bimonthly bill increaserespectively

High use customers see a smaller percentage increasbkimonthly bills under the proposed=YE 2020 rates due to

the decreased differentiation betweefier 1 and Tier 2 Commodity Ratesrelative to existing 2019 raes. Tiered rates

must have a robust cost nexus, as demonstrated in this report and the decreased differentiation causes slightly lower
percentage bill impacts for higher water users. Note that the total dollar bill impact is still higher for higher water
users.

Figure 6-1: Bimonthly Bill Impacts at Varying Levels of Use

Bimonthly Bill Impacts for Customer with 5/8-inch Meter
$250
$200
$150
$100
N l l
$0
104 hgal 157 hgal 180 hgal 227 hgal 311 hgal
m Current Bimonthly Bill $78.94 $100.37 $111.62 $134.39 $175.22
® Proposed Bimonthly Bill $100.10 $125.15 $137.11 $161.32 $204.73
Difference ($) $21.16 $24.78 $25.49 $26.93 $29.51
Difference (%) 26.8% 24.7% 22.8% 20.0% 16.8%
m Current Bimonthly Bill = Proposed Bimonthly Bill
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6.2. Bimonthly Bill Survey
Current Bill Comparison

Figure6-2showsa t ypi cal bi monthly water bildl for the Cityods
customers of sixneighboring water utilitiesfor calendar year (CY) 2019T h e Ci 9 birdosith\2b0l 5 calculated

based on current 2019 water rates for a residential customer with median watee (157 hgal per bimonthly billing

period) and a 5/8inch water meter Bimonthly bills for other agencies are calculated assuming 157 hgal per
bimonthly billing and the smallest available meter size (typically 34hch or 5/8-inch). The fixed charge portion of

each bimonthly bill is represented by grey stacked bassith the volumetric charge portion represented by blue
stacked barsUndercurrent2 019 rates, the Cityof6s residential cust ome
relative to residential customeswithin the six other surveyed agencies.

Figure 6-2: 2019 Residential Bimonthly Bill Comparison

Typical Single Family Bimonthly Water Bill
Assuming 157 hgal of Bimonthly Usage
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= Bimonthly Fixed Charge = Bimonthly Volumetric Charge

FYE 2020 Bill Comparison

Figure6-3showsa typi cal bimonthly residenti al wadrsecompéréditol f ot
residential customers of sixieighboring water utilitiesestimated for CY 20200 to compare the proposed bills with

the future bills of the other agencieshe same wateluseand meter size assumptions frorRigure 6-2 are maintained

in Figure6-3. The Cityds bimonthly bi Irwas taculatechibasted/gn propased RYEE s i d ¢
2020 water rate fromSection 5. Bimonthly bills for the other six surveyed agencies are based on rates expected to be
implemented during CY 20207

" Note however that the San Gabriel Valley Water Comany bimonthly bill for 2020 is estimated based on a projected
6.9% bill increase in 2020 for average residential users (per its 2019 General Rate Case public participation hearing notice)
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Figure 6-3: 2020 Residential Bimonthly Bill Comparison

Typical Single Family Bimonthly Water Bill
Assuming 157 hgal of Bimonthly Usage
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