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Public Hearing 
June 22, 2011 



Agenda 

  Introduction to Raftelis Financial 
Consultants 

  Financial Planning 101 
 Key Assumptions 
 Current Financial Condition 
 Proposed Financial Plan and Associated 

Rates 
 Rate Impacts and Comparison  
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Who We Are 

Raftelis Financial Consultants, Inc. (RFC) 
–  National full-service water and wastewater financial consulting firm 
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 One of the largest utility 
consulting firms 

 Our staff has served over 400 
utilities and conducted 
thousands of projects 

 Over 250 years of combined  
experience 

  In 2010, RFC worked in 26 
states   and conducted over 200 
studies 

 Recognized industry leader 
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Our Qualifications 
Industry Leadership 
  Leadership roles within American Water Works 

Association (AWWA) & Water Environment 
Federation (WEF)  

  Primary authors of Water and Wastewater Finance and 
Pricing 

  Co-authors of: 
◦  AWWA – M-1 Manual, Principle of Water Rates, Fees and Charges  
◦  AWWA – Water Rates, Fees, and Legal Environment 

◦  WEF – Financing and Charges for Wastewater Systems 

  Biennial rate surveys in conjunction with  
◦  AWWA National 
◦  California-Nevada AWWA 
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Our Qualifications 
Extensive Resources & Experience in CA 

  Largest Utility Financial 
Consulting Firm 

  Recent Financial Planning 
Experience 
◦  El Toro Water District 

◦  Escondido, City of 

◦  Jurupa Community Services District 

◦  Metropolitan Water District of So. Cal. 

◦  Olivenhain Municipal Water District 

◦  Palmdale Water District 

◦  San Diego, City of 

◦  Western Municipal Water District 

◦  Yorba Linda Water District 

6/22/11 5 Borrego Water District - Public Hearing 



Financial Plan  

 Objective: To determine the minimal 
annual cash flow requirement to fund: 
◦ Operation and Maintenance expenditure; and 
◦ Capital Improvement Plan; 
  By the appropriate mixture of cash and debt 

financing 

◦ While: 
  Meeting reserve requirements 
  Debt coverage ratio 
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Recommended Reserve Targets 

 Operating – Between 25% and 50% of annual 
operating and maintenance approved Budget 

 Capital Improvement Plan (CIP) – 25% of 3 
year average CIP expenditure 

 Contingency – 1 to 10% of operating 
expenses 

  Emergency Reserves – 25% of replacement 
of critical assets. $2.5 million now, allocated 
to cost centers based on revenue 
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Key Assumptions 



Financial Plan 

 Planning Period: FY 2012 – FY 2017 
 Rate increases occur July 1st of each FY 
 Three different financial plans: 
◦ Water 
◦  Sewer 
  ID 1 & 5 
  ID 2 – due to contract commitments 
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Rate Revenues  

FY 2012 Budget Rate 
Revenues 

Water  
(IDs 1, 3, 4 and 5) 

$1,702,312 

Sewer 

IDs 1 and 5 $249,407 

ID 2 $166,271 

Total $2,117,990  
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Other Revenues   

  From FY 2012 Budget, remain flat during 
forecast period 

 Other revenues include property taxes and 
miscellaneous fees  
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FY 2012 Budget Other 
Revenues 

Water  
(IDs 1, 3, 4 and 5) 

$346,719 

Sewer 

IDs 1 and 5 $39,925 

ID 2  $16,021 

Total $402,465 



Operations & Maintenance 

 Based on FY 2012 budget, inflated 3% in 
FY 2013 and 5% thereafter 

 Administration overhead costs allocated 
based on direct costs for each ID 
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Operations & Maintenance FY 2012 
Totals 
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FY 2012 Budget O&M 

Water  
(IDs 1, 3, 4 and 5) 

$1,928,677 

Sewer 

IDs 1 and 5 $377,733 

ID 2  $125,911 

Total $2,432,321 



Capital Improvement Projects & Short 
Lived Asset Expenditures 

 5% inflation factor is included 
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FY 2012 Beginning Cash 

  FY 2012 beginning cash estimated to be: 
$383,337 

 Cash was allocated to cost centers based 
on annual revenues 
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Summary of Revenues and Expenditure for 
Whole District FY 12/13 
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Rate Revenue	   $2,117,990 	  

Other Revenue	   $402,465 	  

 	    	  
O&M Expenditure	   $2,432,321 	  

 	    	  
Net Revenue	   $88,134 	  

 	    	  
CIP Expenditure	   $432,000 	  

Existing Debt Service	   $124,875 	  

 	    	  
Net Annual Cash Balance	   ($468,741)	  

Beginning Balance	   $383,337 	  

End Balance	   ($85,404)	  



Current Financial Picture for Water 
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Current Reserves Balance for Water 
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Current Financial Picture for Sewer IDs 
1 & 5 
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Current Reserves Balance for Sewer 
IDs 1 & 5 
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Current Financial Picture for Sewer 
ID-2 
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Current Reserves Balance for Sewer 
ID-2 
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Proposed Revenue Adjustments 

Enterprise FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 

Water 30% 30% 10% 10% 5% 5% 

Sewer ID 1 
& 5 

30% 30% 5% 5% 5% 5% 

Sewer ID 2 0% 0% 0% 0% 0% 0% 
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Financial Picture Under Proposed Rate 
Increases for Water 
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Reserves Balance Under Proposed 
Rate Increases for Water 
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Financial Picture Under Proposed Rate 
Increases for Sewer IDs 1 & 5 
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Reserves Balance Under Propose Rate 
Increases for Sewer IDs 1 & 5 
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Current Water Usage Rates 
  For Winter Rates, Tier 1 < 45 hcf, Tier 2 > 45 hcf 
  For Summer Rates, Tier 1 < 55 hcf, Tier 2 > 55 hcf 
  Rates vary by ID 

6/22/11 28 Borrego Water District - Public Hearing 

Season/ 
Tier 

ID-1 Current 
Rates 

ID-3 Current 
Rates 

ID-4 Current 
Rates 

ID-5 Current 
Rates 

Winter/Summer Tier 1 Tier 2 Tier 1 Tier 2 Tier 1 Tier 2 Tier 1 Tier 2 

Water $ 0.69 $ 1.04 $ 0.90 $ 1.35 $ 0.79 $ 1.19 $ 0.79 $ 1.19 

Power $ 0.25 $ 0.37 $ 0.25 $ 0.37 $ 0.25 $ 0.37 $ 0.25 $ 0.37 

Groundwater 
Management 

$ 0.08 $ 0.12 $ 0.08 $ 0.12 $ 0.08 $ 0.12 $ 0.08 $ 0.12 

Total $1.02/
hcf 

$1.53/
hcf 

$1.23/
hcf 

$1.84/
hcf 

$1.12/
hcf 

$1.68/
hcf 

$1.12/
hcf 

$1.68/
hcf 



Proposed Water Usage Rates 

Season/ 
Tier 

FY 2012 
Proposed 

FY 2013 
Proposed 

FY 2014 
Proposed 

FY 2015 
Proposed 

FY 2016 
Proposed 

Winter 

Tier 1  $      1.46   $      1.90   $      2.09   $      2.30   $      2.42  
Tier 2  $      2.19   $      2.85   $      3.14   $      3.46   $      3.64  

Summer 

Tier 1  $      1.46   $      1.90   $      2.09   $      2.30   $      2.42  
Tier 2  $      2.19   $      2.85   $      3.14   $      3.46   $      3.64  

  For Winter Rates, Tier 1 < 45 hcf, Tier 2 > 45 hcf 
  For Summer Rates, Tier 1 < 55 hcf, Tier 2 > 55 hcf 
  Rates same for all IDs 
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Current and Proposed Water Meter 
Rates 

Meter Size FY 2011 
Current 

FY 2012 
Proposed 

FY 2013 
Proposed 

FY 2014 
Proposed 

FY 2015 
Proposed 

FY 2016 
Proposed 

3/4"  $    19.58   $    25.45   $    33.09   $    36.40   $    40.04   $    42.04  

1"  $    28.62   $    37.21   $    48.37   $    53.20   $    58.53   $    61.45  

1 1/2"  $    48.26   $    62.74   $    81.56   $    89.72   $    98.69   $   103.62  

2"  $    73.05   $    94.97   $   123.45   $   135.80   $   149.38   $   156.85  

3"  $   132.67   $   172.47   $   224.21   $   246.63   $   271.30   $   284.86  

4"  $   211.50   $   274.95   $   357.44   $   393.18   $   432.50   $   454.12  

6"  $   422.00   $   548.60   $   713.18   $   784.50   $    62.95   $   906.10  
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Current and Proposed Sewer Rates 
Sewer ID FY 2011 

Current 
FY 2012 

Proposed 
FY 2013 

Proposed 
FY 2014 

Proposed 
FY 2015 

Proposed 
FY 2016 

Proposed 

ID-1 $     17.14  $    22.29   $    28.98   $    30.43   $    31.96   $    33.56  

ID-5 $     32.00  $    41.60   $    54.08   $    56.79   $    59.63   $    62.62  
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Comparison of Water Use Charges Among Desert 
Communities in Southern California for FY 2012 
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  Based on standard ¾ in. meter, residential monthly usage of 34 
units/month 
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Discussion 
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