Borrego Water District Board of Directors
Special Meeting
May 11, 2021 @ 9:00 a.m.
806 Palm Canyon Drive
Borrego Springs, CA 92004

COVID-19 UPDATE: The Borrego Water District Board of Directors meeting as scheduled in an electronic format.
BWD will be providing public access to the Meeting thru electronic means only to minimize the spread of the
COVID-19 virus, based upon direction from the California Department of Public Health, the California Governor’s
Office and the County Public Health Office. Anyone who wants to listen to or participate in the meeting is
encouraged to observe the GO TO MEETING at:

Please join my meeting from your computer, tablet or smartphone.
https://global.gotomeeting.com/join/549537269

You can also dial in using your phone.
United States: +1 (408) 650-3123
Access Code: 549-537-269

New to GoToMeeting? Get the app now and be ready when your first meeting starts:
https://global.gotomeeting.com/install/549537269

I.  OPENING PROCEDURES

A. Call to Order:

B. Pledge of Allegiance

C. Roll Call: Directors Baker, Brecht, Duncan, Johnson and President Dice

D. Approval of Agenda

E. Approval of Minutes - None

F. Comments from the Public & Requests for Future Agenda Items (may be limited to 3
min)

G. Comments from Directors

H. Correspondence Received from the Public

.  ITEMS FOR BOARD CONSIDERATION AND POSSIBLE ACTION
A. File Draft Rate Study, Approve Form of Prop 218 Notice, and Set Time and
Place for Prop 218 Hearing — G Poole (3-101)
B. Late Fee Assessment Rate Adjustment — D Del Bono (102-103)
C. Borrego Spring Basin Interim Watermaster (104)
1. Update on Activities — Duncan/Dice

AGENDA: May 11, 2021

All Documents for public review on file with the District's secretary located at 806 Palm Canyon Drive, Borrego Springs CA 92004. Any
public record provided to a majority of the Board of Directors less than 72 hours prior to the meeting, regarding any item on the open
session portion of this agenda, is available for public inspection during normal business hours at the Office of the Board Secretary,
located at 806 Palm Canyon Drive, Borrego Springs CA 92004.

The Borrego Springs Water District complies with the Americans with Disabilities Act. Persons with special needs should call Geoff
Poole at (760) 767 — 5806 at least 48 hours in advance of the start of this meeting, in order to enable the District to make reasonable
arrangements to ensure accessibility.

If you challenge any action of the Board of Directors in court, you may be limited to raising only those issues you or someone else
raised at the public hearing, or in written correspondence delivered to the Board of Directors (c/o the Board Secretary) at, or prior to,
the public hearing.
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n. BOARD AD-HOC COMMITTEE - VERBAL
A. Proposition 218 Outreach Committee- Baker/Dice

Iv. STAFF REPORTS - VERBAL (105-107)
A. Water Sales and Revenues Update: J. Clabaugh
B. Solarization of BWD Wells — G Poole

C. BBK Advocacy Kick Off Meeting — Poole/Dale/Clabaugh/Brecht/Johnson -
VERBAL

V. CLOSED SESSION:

A. Conference with Legal Counsel - Significant exposure to litigation pursuant to
paragraph (3) of subdivision (d) of Section 54956.9: (Two (2) potential cases)

B. Conference with Legal Counsel — Existing Litigation (BWD v. All Persons Who
Claim a Right to Extract Groundwater, et al. (San Diego Superior Court case no.
37-2020-00005776)

C. Property Disposal — Viking Ranch - Conference with Real Property Negotiators
(Gov.Code § Section 54956.8) Property APN: 140-303-0900 & 140-303-1100, 150
acres BWD Negotiator: Geoff Poole Negotiating Parties: Geoff Poole, General
Manager and Owner: Viking Ranch: Price and Terms of Payment Property
Negotiations.

VI. CLOSING PROCEDURE: The next Board Meeting is scheduled for May 25, 2021 at 9 AM @
Borrego Water District, 806 Palm Canyon Drive, Borrego Springs, CA 92004 —
ELECTONICALLY

AGENDA: May 11, 2021

All Documents for public review on file with the District's secretary located at 806 Palm Canyon Drive, Borrego Springs CA 92004. Any
public record provided to a majority of the Board of Directors less than 72 hours prior to the meeting, regarding any item on the open
session portion of this agenda, is available for public inspection during normal business hours at the Office of the Board Secretary,
located at 806 Palm Canyon Drive, Borrego Springs CA 92004.

The Borrego Springs Water District complies with the Americans with Disabilities Act. Persons with special needs should call Geoff
Poole at (760) 767 — 5806 at least 48 hours in advance of the start of this meeting, in order to enable the District to make reasonable
arrangements to ensure accessibility.

If you challenge any action of the Board of Directors in court, you may be limited to raising only those issues you or someone else
raised at the public hearing, or in written correspondence delivered to the Board of Directors (c/o the Board Secretary) at, or prior to,
the public hearing.
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BORREGO WATER DISTRICT
BOARD OF DIRECTORS MEETING
MAY 11, 2021
AGENDA ITEM ILLA

May 3, 2021
TO: Board of Directors
FROM: Geoffrey Poole, General Manager

SUBJECT: File Draft Rate Study, Approve Form of Prop 218 Notice, and Set Time and
Place for Prop 218 Hearing — G Poole

RECOMMENDED ACTION:
File Draft Rate Study, Approve Form of Prop 218 Notice, and Set Time and Place for Prop 218
Hearing

ITEM EXPLANATION:

Following months of public presentations and Board input, Raftelis Consultants have completed
the updated Draft of the Cost-of-Service Rate Study. The Study sets the rates and charges for
BWD water and sewer customers. The recommended water rates and charges increase is 5% per
year each for the next 5 years and 4% in years 2 thru 5 for sewer customers. A Draft Public Hearing
Notice for an event to be held on July 13 @ 5:30 PM is also attached.

May 18, 2021 — Notice sent to BWD Customers
July 2, 2021 — Protest Period Ends — 45 days from mailing the notice
July 13, 2021 — Public Hearing @ 5:30 PM.

NEXT STEPS:
1. Send Public Notices and Hold Outreach Event — Town Hall on 5-20.

FISCAL IMPACT:
1. See Attached

ATTACHMENTS:
1. Draft Cost of Service Study and Public Hearing Notice
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May 7, 2021

Geoff Poole

General Manager

Borrego Water District

806 Palm Canyon Drive
Borrego Springs, CA 92004-1807

Subject: Water and Wastewater Rate Study Report
Dear Mr. Poole,

Raftelis Financial Consultants, Inc. (Raftelis) is pleased to provide this Water and Wastewater Rate Study Report
(Report) for the Borrego Water District (District). The Study develops a long-term financial plan and designs water
and wastewater rates with technically sound methodologies which meet the requirements of California Constitution
Article XIII D, Section 6 (commonly referred to as Proposition 218) and industry standards.

The major objectives of the study include the following:

1. Development of a financial plan for each enterprise fund that meets the utilities’ revenue requirements,
including operations and maintenance (O&M) costs and the capital improvement plan (CIP) while
adequately funding reserves in accordance with industry best practices and achieving debt coverage
requirements.

2. Conducting cost of service analyses that ensures the nexus between the cost to serve customers and the
responsibility of each class, per Proposition 218 and industry standards.

3. Review of the current rate structures and evaluation of alternative rate structures, customer classes, and fixed
and variable cost recovery for the water and wastewater operations to achieve District objectives.

4. Design of water and wastewater rates, implemented over the next five-years, that are compliant with
Proposition 218 and ensure financial sufficiency.

The Report details the key findings and recommendations related to the development of the financial plan, the
updated cost of service allocations, and the proposed water and wastewater rates.

It has been a pleasure working with you, and we thank you, District staff, and the Board of Directors for the support
provided during this study.

Sincerely,
D
¢ /
Sanjay Gaur Kevin Kostiuk Lauren Demine
Vice President Manager Senior Consultant

445 S Figueroa St, Suite 1925
Los Angeles CA 90071

www.raftelis.com
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1. Executive Summary

1.1. Background of the Study

The Borrego Water District (District) is located approximately 50 miles northeast of the City of San Diego and serves
the census designated place of Borrego Springs, as well as other adjacent unincorporated areas of San Diego County.
The District provides potable water service to a seasonal and year-round population of approximately 3,500 through
over 2,000 service connections. On an annual basis, the District delivers approximately 1,300 acre-feet of potable
water, which is obtained from groundwater pumped from the Borrego Springs Subbasin (Subbasin) of the Borrego
Valley Groundwater Basin.

The District’s water utility, like other agencies in San Diego County, is faced with challenges related to the reduction
in per capita water usage relative to historical levels, economic challenges induced by the pandemic, and increasing
capital improvement costs related to infrastructure and facilities at the end of their useful lives. More specific to the
District, future water production from the groundwater basin will be limited based on the Basin Pumping Allocation
(BPA) determined through a Sustainable Groundwater Management Act (SGMA) compliant Stipulated Agreement
approved by a California Superior Court on April 6, 2021. The District’s operational costs continue to increase and
the reinvestment of funds into its infrastructure is estimated to be substantial in the mid-term. This situation is not
unique to the District, as many agencies throughout the state are faced with issues involving water availability,
conservation, the need for capital reinvestment to continue providing reliable water services, adhering to new
regulations and mandates, and meeting service demands with limited water supplies and groundwater overdraft.

The current water rate structure of the District consists of two main components: a monthly fixed service charge that
varies based on meter size and a water usage, or “volumetric”, rate. Single-Family Residential (SFR) customers are
currently charged volumetric water rates based on a two-tier structure. All other customers pay a uniform volumetric
rate.

The District provides sewer collection and treatment within its service areas to both residential and non-residential
customers. The District provides wastewater service to three separate Service Areas (SAs). These areas are: SA1,
SA2, and SAS5. All sewer users pay a monthly fixed charge per Equivalent Dwelling Unit (EDU) that varies
depending on the Service Area. The District assesses separate charges on sewer customers in SA2. SA2 customers
consist of SA2 EDU “Holders” and SA2 EDU “Users”. SA2 EDU Holders are customers that have bought in to the
sewer system but are not yet connected and contributing flows to the sewer system. These SA2 EDU Holders have
agreed to pay certain operating and maintenance costs of the sewer system. SA2 EDU Users, those connected to and
using the sewer system, pay the sum of both the Holder and User charge. Borrego Springs Resort (BSR) in SAS also
pays a portion of its charges as a usage charge per unit of water delivered, in addition to a monthly fixed charge.

This Executive Summary compiles the proposed financial plans, proposed water and wastewater charges, and
contains a description of the rate study process, legal requirements, and rate-setting methodology. In this Study, the
District wishes to establish fair and equitable rates that:
»  Provide revenue stability and financial sufficiency.
»  Meet the District’s fiscal needs in terms of operational expenses, reserve targets, and capital investment to
maintain the water and wastewater systems.
»  Proportionately allocate the costs of providing service in accordance with Proposition 218.
»  Maintain affordable water and wastewater charges for customers, with a price signal for those whose higher
water use creates greater demands and stress on the District’s water system and limited source of supply.
»  Are easy for customers to understand.

BORREGO WATER DISTRICT WATER AND WASTEWATER RATE STUDY
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»  Are easy for the District to administer.
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1.2. Objectives of the Study

The major components of the Study include:

1. Development of a financial plan for each enterprise fund that meets the utilities’ revenue requirements,
including operations and maintenance (O&M) costs and the capital improvement plan (CIP) while
adequately funding reserves in accordance with industry best practices and achieving debt coverage
requirements.

2. Conducting cost-of-service (COS) analyses that ensures the nexus between the cost to serve customers and
the responsibility of each class, per Proposition 218 and industry standards.

3. Review of the current rate structures and evaluation of alternative rate structures, customer classes, and fixed
and variable cost recovery for the water and wastewater operations to achieve Board of Directors and District
objectives.

4. Implementation of five-year rate schedules that are compliant with Proposition 218 while also ensuring
financial sufficiency to fund operating and capital costs over the Study period.

The water COS analysis was prepared using the principles established by the American Water Works Association’s
(AWWA) “Principles of Water Rates, Fees, and Charges, 7% edition” (M1 Manual). The M1 Manual’s general
principles of rate structure design and the objectives of the Study are described below.

According to the M1 Manual, the first step in the ratemaking process is to determine the adequate and appropriate
level of funding for a given utility. This is referred to as determining the “revenue requirement.” This analysis
considers the short-term and long-term service objectives of the utility over a given planning horizon, including
capital facilities, system operations and maintenance, and financial reserve policies to determine the adequacy of a
utility’s existing rates to recover its costs. Several factors affect these projections, including the number of customers
served, water-use trends, nonrecurring sales, weather, water availability, conservation, use restrictions, inflation,
interest rates, capital finance needs, and other changes in operating and economic conditions, among others.

After determination of the revenue requirement, the next step is the cost-of-service analysis. Utilizing an agency’s
approved budget, financial reports, operating data, engineering data, and capital improvement plans, a rate study
generally categorizes (i.e., functionalizes) the system costs (e.g., treatment, storage, pumping, etc.), including O&M
and asset costs, among major operating functions to determine the cost of service.

After the assets and the costs of operating those assets are properly categorized by function, these “functionalized
costs” are allocated first to cost causation components, and then to the various customer classes (e.g., single-family
residential, multi-family residential, commercial, and irrigation) by determining the characteristics of those classes
and the contribution of each to incurred costs such as supply costs, base delivery costs, and capacity costs.

Rate design is the final step of the M1 Manual’s rate-making process and uses the revenue requirement and cost of
service analyses to determine appropriate rates for each customer class. Rates utilize “rate components” that build-
up to rates for commodity charges, and rates for fixed charges, for the various customer classes and meter sizes
serving customers. In the case of inclining tier water rates, the rate components themselves allocate the cost of service
within each class of customer, effectively treating each tier as a sub-class and determining the cost to serve each tier.

For the wastewater COS analysis, Raftelis followed the guidelines for allocating costs detailed in the Water
Environment Federation (WEF) “Manual of Practice No. 27, Financing and Charges for Wastewater Systems, 4%
edition” (MOP 27).
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A wastewater COS analysis follows a very similar approach to the water COS whereby the revenue requirements
(costs) are distributed to each customer class in proportion to their cost responsibility on the system. After
determining the revenue requirements, the next step is to functionalize the O&M costs based on the District’s O&M
classification. Functionalized costs are then allocated to the cost causation components. Unit costs are then
calculated, and cost responsibility is distributed among all customer classes; rates are then designed to
proportionately recover the costs in compliance with Proposition 218 requirements, which are described in more
detail in Section 1.3.1 below.

1.3. Legal Requirements and Rate Setting Methodology

1.3.1. CALIFORNIA CONSTITUTION — ARTICLE XIll D, SECTION 6 (PROPOSITION
218)

Proposition 218 was enacted by voters in 1996 to ensure, in part, that fees and charges imposed for ongoing delivery
of a service to a property (property-related fees and charges) are proportional to, and do not exceed, the cost of
providing service. Water and sewer service fees and charges are property-related fees and charges subject to the
provisions of California Constitution Article XIII D, Section 6 (Proposition 218). The principal requirements, as they
relate to public water and sewer service fees and charges are as follows:

1. Revenues derived from the fee or charge shall not exceed the costs required to provide the property-related
service.

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

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

4. No fee or 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 fee or charge shall be mailed to the record owner of each parcel not less
than 45 days prior to a public hearing, when the agency considers all written protests against the charge.

As stated in AWWA’s M1 Manual, “water rates and charges should be recovered from classes of customers in
proportion to the cost of serving those customers.” Raftelis follows industry standard rate setting methodologies set
forth by the AWWA M1 Manual to ensure this Study meets Proposition 218 requirements and creates rates that do
not exceed the proportionate cost of providing water services.

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

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

Article X, Section 2 of the State Constitution establishes the need to preserve the State’s water supplies and to
discourage the waste or unreasonable use of water by encouraging conservation. By definition, public agencies are
constitutionally mandated to maximize the beneficial use of water, prevent waste, and encourage conservation.
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In addition, Section 106 of the California Water Code declares that the highest priority use of water is for domestic
purposes, with irrigation water secondary. To meet the objectives of Article X, Section 2 and the California Water
Code, a water purveyor may utilize its water rate design to incentivize the efficient use of water. The District
established tiered water rates (also known as “inclining tier” or “inclining block”) water rates to incentivize customers
to use water in an efficient manner. The inclining tier rates (as well as rates for uniform rate classes) need to be based
on the proportionate costs incurred to provide water to customer classes and within each customer class to achieve
compliance with Proposition 218.

“Inclining” tier rate structures (which are synonymous with “increasing” tier rate structures and “tiered” rates), when
properly designed and differentiated by customer class, allow a water utility to send conservation price signals to
customers while proportionately allocating the costs of service. Due to a necessity in reducing water waste and
increasing efficiency, tiered water rates are ubiquitous, especially in relatively water-scarce regions like California.
Tiered rates meet the requirements of Proposition 218 if the tiered rates reasonably reflect the proportionate cost of
providing service within each tier.

1.3.3. COST-BASED RATE-SETTING METHODOLOGY

To develop water and wastewater rates that comply with Proposition 218 and industry standards while meeting other
emerging goals and objectives of the District, there are four major steps discussed below.

1.3.3.1.Calculate the Revenue Requirement
The rate-making process starts by determining the base year (Test Year) revenue requirement, which for this Study

is Fiscal Year End (FYE) 2022 which runs from July 1, 2021 through June 30, 2022. The revenue requirement should
sufficiently fund the utility’s O&M expenses, debt service, capital expenses, and reserve funding. The District has
not experienced any notable changes in new connection growth or annual water demand due to COVID-19.

1.3.3.2.Cost of Service Analysis
The annual cost of providing water and wastewater service is distributed among customer classes commensurate

with their service requirements. A COS analysis involves the following:

1. Functionalize costs. Examples of functions are water supply, pumping, treatment, transmission and
distribution, groundwater management, meter servicing, and billing and customer service for water and
collection, treatment, lift, and billing and customer service for wastewater.

2. Allocate functionalized costs to cost components. Cost components include variable supply, base delivery,
maximum day, maximum hour!, meter servicing, and customer service and billing costs for water and fixed,
Biochemical Oxygen Demand (BOD), Total Suspended Solids (TSS), lift, and customer service for
wastewater.

3. Distribute the cost components. Distribute cost components, using unit costs, to customer classes in
proportion to their demands and burdens on the water system. This is described in the M1 Manual published
by AWWA and the MOP 27 published by WEF.

A COS analysis for water considers both the average quantity of water consumed (base costs) and the peak rate at
which it is consumed (peaking or capacity costs as identified by maximum day and maximum hour demands?).

! Collectively maximum day and maximum hour costs are known as peaking costs or extra-capacity costs.

2 System capacity is the system’s ability to supply water to all delivery points at the time when demanded. Coincidental
peaking factors are calculated for each customer class at the time of greatest system demand. The time of greatest
demand is known as peak demand. Both the operating costs and capital asset related costs incurred to accommodate the
peak flows are generally allocated to each customer class based upon the class’s relative demands during the peak month,
day, and hour event.
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Peaking costs are incurred during peak times of consumption. There are additional costs associated with designing,
constructing, and operating and maintaining facilities to meet peak demands. These peak demand costs should be
allocated to those customers whose water usage patterns generate additional costs for the utility. In other words, not
all customer classes and not all customers share the same responsibility for peaking related costs.

1.3.3.3.Rate Design and Calculations
Rates do more than simply recover costs. Within the legal framework and industry standards, properly designed rates

should support and optimize a blend of utility objectives, such as conservation, affordability for essential needs, and
revenue stability, among other objectives. Rates act as a public information tool in communicating these objectives
to customers.

1.3.3.4.Rate Adoption
Rate adoption is the last step of the rate-making process. Raftelis documents the rate study results in this Report

which reflect the basis upon which the rates were calculated, the rationale and justifications behind the proposed
charges, any changes to rate structures, and anticipated financial impacts to ratepayers.

1.4. Water - Results and Recommendations

Table 1-1 shows the proposed revenue adjustments selected by the District and used to calculate the proposed rates.
Although this table shows anticipated revenue adjustments for FYE 2022 through 2026, the District will review and
confirm the revenue adjustments on an annual basis3. The first revenue adjustment is proposed for implementation
in October of calendar year (CY) 2021. All future revenue adjustments will take effect at the beginning of each fiscal
year, beginning July 1, 2022. The assumptions used in calculating the revenue adjustments are described in more
detail in Section 4.

Table 1-1: Proposed Water Revenue Adjustments

Effective Year FYE 2022 FYE 2023 FYE 2024 FYE 2025 FYE 2026
Effective Month October July July July July
Percentage Adjustment 5% 5% 5% 5% 5%

1.4.1. FACTORS AFFECTING REVENUE REQUIREMENTS

The following items affect the District’s revenue requirement (i.e., costs) and thus its water rates. The District’s
expenses include O&M expenses and capital expenses, including debt service.

»  Capital Funding: The District has approximately $6.7 million in replacement capital expenditures over
the next five fiscal years and $14.7 million over the financial planning horizon of this study (10 years).
The capital replacement projects are anticipated to be funded through a combination of cash reserves
from rates and new debt issuance. The District will pursue state and federal grants for the capital
improvement program (CIP), where available. The District may elect to accelerate or postpone the CIP
timeline based on available funds, favorable terms, or other conditions. A more detailed discussion of
the projected capital improvement projects to be funded through the five-year financial plan is provided
in Section 4.1.4 and Table 4-10.

3 The Board maintains the right to implement rates that are Jower than adopted. If it is determined that a rate higher than
has been adopted is required, the Board is required to re-notice customers in accordance with Proposition 218 in order to
adopt new rates.
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Reserve Funding: The District has reserve policies to meet cash flow needs, ensure adequate funding of
repairs and replacements in the event of asset failure or other unforeseen circumstances or events, and
to protect ratepayers from rate spikes. The District’s reserves are further discussed in Section 3 and total
reserve balances for the selected Financial Plan are identified in Section 4.3.

The defined operating reserve policy is a minimum of 90 days of operating expenses to meet cash flow
needs for the day-to-day operations of the utility, or roughly $754,000 in FYE 2022. The District has a
rate stabilization reserve with a defined policy of 30 percent of annual commodity revenues, or roughly
$749,000 in FYE 2022, to stabilize water and sewer revenues to maintain adequate debt coverage ratios.
The District has a contingency reserve with a defined policy of 5 percent of operating expenses in cash
to accommodate unexpected operation changes, or roughly $153,000 in FYE 2022. The District has a
capital replacement fund which currently has a target balance of a rolling average of five years of the
District’s CIP, or roughly $1.3 million, but which Raftelis and Fieldman Rolapp and Associates (FRA)
recommend amending to the greater of $860,000 or the cash funded capital projects on a pay-as-you-go
(PAYGO) basis in the following fiscal year. The District has a water supply reserve with a target of $1.5
million to purchase future Baseline Pumping Allocation (BPA) to meet supply requirements established
under the Borrego Springs Subbasin California Superior Court Adjudicated Judgement (Stipulated
Agreement). The District also has an emergency reserve with a defined policy of 2 percent of the
replacement cost of the District’s capital assets to replace damaged assets in the case of a catastrophic
event, or roughly $1.06 million in FYE 2022. Lastly, the District has a debt reserve policy of one year of
annual debt service, which for FYE 2022 is approximately $718,000. The total minimum cash reserve
target for the District’s water utility in FYE 2022 is $5.8 million.

1.4.2. PROPOSED MONTHLY FIXED CHARGES

Table 1-2 shows the current and proposed rates for the monthly service charge, by meter size, over the Study period.
The proposed rates are inclusive of metered connections. The rates for the current and proposed monthly fixed
charges are based on the size of the meter serving a property. Proposed October 2021 rates reflect the updated cost
of service rates and the revenue adjustment percentage shown in Table 1-1. The proposed rates beginning July 2022
are adjusted by the revenue adjustment percentage found in Table 1-1. All rates are rounded up to the nearest whole

penny.

Table 1-2: Current and Proposed Water Monthly Fixed Charges ($/Month)

. Proposed Proposed Proposed Proposed Proposed

5/8"
3/4"
1"
15"
o
3"
4"
6"

$44.07 $42.65 $44.79 $47.03 $49.39 $51.86
$44.07 $42.65 $44.79 $47.03 $49.39 $51.86
$57.17 $57.35 $60.22 $63.24 $66.41 $69.74
$89.91 $94.09 $98.80 $103.74 $108.93 $114.38
$129.19 $138.19 $145.10 $152.36 $159.98 $167.98
$233.97 $277.82 $291.72 $306.31 $321.63 $337.72
$351.85 $483.60 $507.78 $533.17 $559.83 $587.83
$679.27 $976.00 $1,024.80 $1,076.04 $1,129.85 $1,186.35

1.4.3. PROPOSED COMMODITY RATES

Table 1-3 shows the current and proposed tier definitions for each customer class. Revisions are proposed to the
tiered rate structure in the Single-Family Residential (SFR) customer class and the water allotment (tier definition)
for each tier. The rationale for modifications is found in Section Error! Reference source not found..

BORREGO WATER DISTRICT WATER AND WASTEWATER RATE STUDY

20



Table 1-3: Tier Revisions

Current Proposed
Proposed Customer Classes Definition Definition
hcf4 hcf

Single Family Residential (SFR)

Tier 1 0-7 0-7
Tier 2 >7 >7-22
Tier 3 N/A >22

Table 1-4 shows the proposed rates for the commodity charge by customer class, which are adjusted by the revenue
adjustment percentage shown in Table 1-1. Proposed October 2021 rates reflect the updated cost of service rates and
the revenue adjustment. The rates for the current and proposed commodity charge are based on the amount of water
delivered in one hundred cubic feet (hcf). All rates are rounded up to the nearest whole penny.

Table 1-4: Current and Proposed Water Commodity Rates ($/hcf)

Proposed Proposed Proposed Proposed Proposed
CusiiemEn Gless October 2021 | July 2022 | July 2023 | July2024 | July 2025

Single Family Residential

Tier 1 $4.01 $3.59 $3.77 $3.96 $4.16 $4.37
Tier 2 $4.41 $4.51 $4.74 $4.98 $5.23 $5.50
Tier 3 N/A $5.20 $5.46 $5.74 $6.03 $6.34
Multiple Units $4.24 $4.49 $4.72 $4.96 $5.21 $5.48
Commercial/Public Agency $4.24 $4.49 $4.72 $4.96 $5.21 $5.48
Irrigation $4.24 $4.70 $4.94 $5.19 $5.45 $5.73

1.5. Wastewater - Results and Recommendations

Table 1-5 shows the proposed revenue adjustments selected by the District and used to calculate the proposed rates.
Although this table shows anticipated revenue adjustments for FYE 2022 through 2026, the District will review and
confirm the revenue adjustments on an annual basis. No revenue adjustment is proposed for the first year. All future
revenue adjustments will take effect at the start of each fiscal year, beginning July 1, 2022. The assumptions used in
calculating the revenue adjustments are described in more detail in Section 5.

Table 1-5: Proposed Wastewater Revenue Adjustments

L Revenue Adjustments

Effective Year FYE 2022 FYE 2023 FYE 2024 FYE 2025 FYE 2026
Effective Month October July July July July
Percentage Adjustment 0% 4% 4% 4% 4%

1.5.1. FACTORS AFFECTING REVENUE REQUIREMENTS

The following items affect the District’s revenue requirement (i.e., costs) and thus its wastewater rates. The District’s
expenses include O&M expenses and capital expenses, including debt service.

»  Capital Funding: The District has approximately $521,000 in replacement capital expenditures over the
next five fiscal years and $2.2 million over the financial planning period. The capital replacement projects
will be funded through a combination of cash reserves from rates and new debt issuance. The District
will pursue state and federal grants for the capital improvement program (CIP), where available. The
District may elect to accelerate or postpone the CIP timeline based on system requirements, available

4 hef = hundred cubic feet. One hcf is equal to 748 gallons or about 15 full bathtubs.
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funds, favorable terms, and other conditions. A more detailed discussion of the projected capital
improvement projects to be funded through the five-year CIP is provided in Section 5.1.3 and Table 5-7.

Reserve Funding: The District has reserve policies to meet cash flow needs, ensure adequate funding of
repairs and replacements in the event of asset failure or other unforeseen circumstances or events, and
to protect ratepayers from rate spikes. The District’s reserves are further discussed in Section 3 and total
reserve balances for the selected Financial Plan are identified in Section 5.3. The defined operating
reserve policy is a minimum of 90 days of operating expenses to meet cash flow needs for the day-to-day
operations of the utility, or roughly $110,000 in FYE 2022. The District has a rate stabilization reserve
with a defined policy of 30 percent of annual commodity revenues to stabilize water and sewer revenues
to maintain adequate debt coverage ratios, or roughly $175,000 in FYE 2022. The District has a
contingency reserve with a defined policy of 5 percent of operating expenses in cash to accommodate
unexpected operation changes, or roughly $22,000 in FYE 2022. The District has a capital replacement
fund which currently has a target balance of a rolling average of five years of the District’s CIP, or
roughly $521,000, but which Raftelis and Fieldman Rolapp and Associates (FRA) recommend
amending to the greater of $140,000 or the budgeted cash funded capital projects in the following fiscal
year. The District also has an emergency reserve with a defined policy of two percent of the replacement
cost of the District’s capital assets to replace damaged assets in the case of a catastrophic event, or roughly
$187,500 in FYE 2022. Lastly, the District has a debt reserve policy of one year of annual debt service,
which for FYE 2022 is approximately $25,000. The total minimum cash reserve target for the District’s
wastewater utility in FYE 2022 is $660,000.

1.5.2. PROPOSED WASTEWATER CHARGES

Table 1-6 shows the current and proposed wastewater rates for the Study period. Raftelis recommends revisions to
the Borrego Springs Resort (BSR) rate structure to align with all other system users. The rationale for the modification
is found in Section 10. The proposed rates are adjusted by the revenue adjustment percentage found in Table 1-5.
Proposed October 2021 rates reflect the updated cost of service rates and do not include a revenue adjustment. The
proposed rates beginning July 2022 are adjusted by the revenue adjustment percentage found in Table 1-5. All rates
are rounded up to the nearest whole penny.

Table 1-6: Current and Proposed Wastewater Charges ($/Month/EDU)

Proposed Proposed Proposed Proposed Proposed

SAl $45.37 $47.91 $49.83 $51.83 $53.91 $56.07
SA2 EDU Holder $28.97 $22.97 $23.89 $24.85 $25.85 $26.89
SA2 EDU User $23.79 $28.55 $29.69 $30.88 $32.12 $33.41
SA5 $52.76 $51.51 $53.58 $55.73 $57.96 $60.28
BSR Fixed Charge $28.97 $51.51 $53.58 $55.73 $57.96 $60.28
BSR Variable Charge ($/hcf) $2.13 N/A N/A N/A N/A N/A
BORREGO WATER DISTRICT WATER AND WASTEWATER RATE STUDY
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2. General Assumptions

2.1. Inflation

The Rate Study period is FYE 2022 to 2026, with proposed revenue adjustments and rates presented for the same
period. FYE 2022 begins on July 1, 2021 and ends on June 30, 2022. Raftelis developed a ten-year financial plan and
cash flow model to inform the next five years of revenue needs. This section, and subsequent sections of this Report
show assumptions, variables, and results over a five-year horizon to corresponding with the five-year rate setting
period. Appendix B of the Report provides ten-year cash flow projections and financial plan results for the District’s
water and wastewater utilities.

Various types of assumptions and inputs are incorporated into the Study based on discussions with and/or direction
from District staff. These include the projected number of service connections, water demand over time, and
inflationary factors, among others. Cost escalations are based on the District’s analysis of historical trends and data,
as well as projections from external sources like San Diego Gas & Electric (SDGE).

The inflation factors show projected increases in various cost categories across the Study period. The factors are
applied to all years beginning in FYE 2022. FYE 2021 relies on the District’s adopted budget. Raftelis worked with
District staff to escalate individual budget line items according to appropriate escalation factors. Inflationary factors
are presented in Table 2-1 and Table 2-2.

A general inflation rate of 2.5 percent is based on the long-term change in the Consumer Price Index (CPI). Salaries
and benefits tend to outpace general inflation, and District staff have estimated annual increases of 5 percent based
on the District’s analysis of historical trends and data. Power costs reflect the price trends of electricity from SDGE
for water production, system pumping, sewer lift station pumping, and other District uses of energy. Groundwater
Management reflects the anticipated increase in the cost of watermaster expenses.

Table 2-1: Water Inflationary Assumptions

FYE 2022 | FYE 2023 | FYE 2024 | FYE 2025 | FYE 2026

General 2.5% 2.5% 2.5% 2.5% 2.5%
Salary 5.0% 5.0% 5.0% 5.0% 5.0%
Benefits 5.0% 5.0% 5.0% 5.0% 5.0%
Power 5.0% 5.0% 5.0% 5.0% 5.0%
Groundwater Management 3.0% 3.0% 3.0% 3.0% 3.0%

Table 2-2: Wastewater Inflationary Assumptions

Escalation Factors FYE 2022 | FYE 2023 | FYE 2024 | FYE 2025 | FYE 2026

General 2.5% 2.5% 2.5% 2.5% 2.5%
Salary 5.0% 5.0% 5.0% 5.0% 5.0%
Benefits 5.0% 5.0% 5.0% 5.0% 5.0%
Power 5.0% 5.0% 5.0% 5.0% 5.0%

2.2, Projected Water Demand and Account Growth

To estimate future water demand, two primary factors are used — account growth from new connections and water
demand relative to the most recent complete year of water use, which is FYE 2020 (July 1, 2019 to June 30, 2020).
As shown in Table 2-3, the financial plan projects no growth in new water service connections for the Study period.
The demand factor for water represents the change in water consumption per account. The assumption for the
Study period is that there will be no change in the consumption per account (per capita demand). Water demand
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estimates are based on best estimates on per capita demand in future years. Growth and water demand projections
are based on the District’s analysis of historical trends and data. The District has not experienced any notable
changes in new connection growth or in annual water demand due to COVID-19.

To predict non-operating revenues, the Study assumes that all recurring non-rate water revenues (miscellaneous
revenues) will not increase in future years and reserve interest earnings will increase at 1 percent per year through
FYE 2026. Interest rates earned on reserves are based on conservative estimates in a low interest financial
environment. These revenue growth assumptions are presented below in Table 2-3.

Table 2-3: Account, Demand, and Revenue Growth Assumptions for Water

[ | FYE2022 | FYE2023 | FYE2024 | FYE 2025 | FYE 2026

Account Growth

Single Family Residential 0.0% 0.0% 0.0% 0.0% 0.0%
Multiple Units 0.0% 0.0% 0.0% 0.0% 0.0%
Commercial/Public Agency 0.0% 0.0% 0.0% 0.0% 0.0%
Irrigation 0.0% 0.0% 0.0% 0.0% 0.0%
Demand Factor 100.0% 100.0% 100.0% 100.0% 100.0%
Revenue Escalation Factors
Non-Inflated 0.0% 0.0% 0.0% 0.0% 0.0%
Non-Rate Revenues 0.0% 0.0% 0.0% 0.0% 0.0%
Interest Income 1.0% 1.0% 1.0% 1.0% 1.0%

2.3. Projected Wastewater Demand and Account Growth

To estimate future wastewater flows, two primary factors are used — change in the number of accounts and water
demand relative to the prior year. The estimated change in the number of accounts by service area as provided by
the District is shown below in Table 2-4. Currently, the District anticipates the number of sewer accounts to decrease
over the Study period. As shown in Table 2-3, the District assumes that there will be no change in water demand for
the Study period. Growth projections are based on the District’s analysis of historical trends and data. The District
has not experienced any notable changes in new connection growth due to COVID-19.

To predict non-operating revenues, the Study assumes that all recurring non-rate wastewater revenues (miscellaneous
revenues) will not increase in future years and reserve interest earnings will increase at 1 percent per year through
FYE 2026, the same as previously stated water interest earnings assumptions. These revenue growth assumptions
are presented below in Table 2-4.

Table 2-4: Account, Demand, and Miscellaneous Revenue Growth Assumptions for Wastewater

[ | FYE2022 | FYE2023 | FYE 2024 | FYE 2025 | FYE 2026

Account Growth

SA1l -1.5% -1.5% -1.5% -1.5% -1.5%
SA2 -1.5% -1.5% -1.5% -1.5% -1.5%
SA5 -1.5% -1.5% -1.5% -1.5% -1.5%
Revenue Escalation Factors
Non-Inflated 0.0% 0.0% 0.0% 0.0% 0.0%
Non-Rate Revenues 0.0% 0.0% 0.0% 0.0% 0.0%
Interest Income 1.0% 1.0% 1.0% 1.0% 1.0%
BORREGO WATER DISTRICT WATER AND WASTEWATER RATE STUDY

24



12

3. Financial Reserve Policies

Reserve policies provide guidelines for sound financial management with an overall long-range perspective to
maintain financial solvency and mitigate financial risks associated with revenue instability, volatile capital costs, and
emergencies. These risks include fiscal emergencies, water shortages, asset failure, and natural disasters, among
others. The District has adopted reserve policies for the utilities to meet cash flow needs (operating), avoid rate spikes
during periods of depressed demand (rate stabilization), protect against revenue shortfalls (contingency), purchase
future water (water supply), replace damaged assets (emergency), ensure adequate funding of capital repairs and
replacements (capital), and fund certain liabilities as part of bond covenants (debt).

3.1. Water Utility Financial Reserves Policy

After review of the District’s existing reserve policies, Raftelis, along with the District’s other financial consulting
firm FRA, has recommended a modest change to the District’s adopted policies. The overall water reserve policy
consists of seven component policies. The targeted minimum reserve policy for the water operating reserve is 90 days
of annual water operating expenses to meet cash flow needs for the day-to-day operations of the water utility. The
water operating reserve target for FYE 2022 is approximately $754,000.

The target reserve policy for the water rate stabilization reserve is 30 percent of annual commodity revenues to
stabilize water revenues in times of reduced water demand to maintain adequate debt coverage ratios and avoid
abrupt increases in rates. The water rate stabilization reserve target for FYE 2022 is approximately $749,000.

The target minimum reserve policy for the water contingency reserve is 5 percent of operating expenses in cash to
accommodate unexpected operational changes and costs. The water contingency reserve target for FYE 2022 is
approximately $153,000.

The target reserve policy for the water supply reserve is $1.5M to purchase additional future Baseline Pumping
Allocation (BPA) to supply long-term customer demand. The supply requirements established under the Borrego
Springs Subbasin California Superior Court Adjudicated Judgement will reduce the District’s BPA over time.
Additional supply for water production will be required by purchased land to acquire additional BPA.

The target reserve policy for the water emergency reserve is 2 percent of the replacement costs of the District’s capital
assets to replace damaged assets in the case of a catastrophic event. Approximately 85 percent of the District’s asset
value belongs to the water utility which translates into a water emergency reserve target for FYE 2022 is $1.06M.

The District’s water capital replacement reserve allows the utility to award contracts and provides flexibility in the
timing of projects. The recommended target reserve policy for the water capital replacement reserve is the greater of
$860,000 or the rate funded capital projects on a pay-as-you-go (PAYGO) basis in the following fiscal year. The
proposed water capital replacement reserve target for FYE 2022 is $860,000. This policy will replace the current
policy of a rolling average of five years of the District’s water CIP.

The District has a debt service reserve for repaying previously issued bonds. The debt service reserve policy is one
year of debt service which is $718,000 attributable to the water utility in FYE 2022.

Table 3-1 shows the total target for all water reserves is approximately $5.8 million in FYE 2022. The District’s
beginning FYE 2021 reserve balance was approximately $5.3M. As existing funds are spent on the replacement CIP,
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additions in annual reserve funding will allow the District to achieve the adopted reserve targets over the study
period.

Table 3-1: Water Financial Reserves Policy

FYE 2022 Target Level

Operating Reserve Minimum 90 days of O&M Expenses $754,000
Rate Stabilization Reserve 30% of Commodity Revenues $749,000
Contingency Reserve Minimum of 5% of O&M Expenses $153,000
Water Supply Reserve $1,500,000 $1,500,000
Emergency Reserve 2% of District Assets (Water) $1,062,500
Capital Replacement Reserve Greater of $860k or next year PAYGO CIP $860,000
Debt Reserve One Year of Debt Service $718,000
Total Reserves $5,796,500

3.2. Wastewater Utility Financial Reserves Policy

After review of the District’s existing reserve policies Raftelis has recommended a modest change to the District’s
adopted policies. The overall wastewater reserve policy consists of six component policies. The targeted minimum
reserve policy for the wastewater operating reserve is 90 days of annual wastewater operating expenses to meet cash
flow needs for the day-to-day operations of the wastewater utility. The wastewater operating reserve target for FYE
2022 is approximately $110,000.

The target reserve policy for the wastewater rate stabilization reserve is 30 percent of annual rate revenues for short
term stabilization of reduced wastewater rate revenues and to maintain adequate debt coverage ratios. The
wastewater rate stabilization reserve target for FYE 2022 is approximately $175,000.

The target minimum reserve policy for the wastewater contingency reserve is 5 percent of operating expenses in cash
to accommodate unexpected operational changes and costs. The wastewater contingency reserve target for FYE
2022 is approximately $22,000.

The target reserve policy for the wastewater emergency reserve is 2 percent of the replacement costs of the District’s
capital assets to replace damaged assets in the case of a catastrophic event. Approximately 15 percent of the District’s
asset value belongs to the wastewater utility which translates into a wastewater emergency reserve target for FYE
2022 1s $187,500.

The District’s wastewater capital replacement reserve allows the utility to award contracts and provides flexibility in
the timing of projects. The recommended target reserve policy for the water capital replacement reserve is the greater
of $140,000 or the rate funded capital projects on a pay-as-you-go (PAYGO) basis in the following fiscal year. The
proposed wastewater capital replacement reserve target for FYE 2022 is $140,000. This policy will replace the current
policy of a rolling average of five years of the District’s wastewater CIP.

The District has a debt service reserve for repaying previously issued bonds. The debt service reserve policy is one
year of debt service which is approximately $25,000 attributable to the wastewater utility in FYE 2022.

Table 3-2 shows the total target for all wastewater reserves is approximately $660,000 in FYE 2022. The District’s
beginning FYE 2021 reserve balance was approximately $597,000. As existing funds are spent on the replacement
CIP, modest additions in annual reserve funding will allow the District to achieve the adopted reserve targets over
the study period.
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Table 3-2: Wastewater Financial Reserves Policy

FYE 2022 Target Level

Operating Reserve Minimum 90 days of O&M Expenses $110,000
Rate Stabilization Reserve 30% of Rate Revenues $175,000
Contingency Reserve Minimum of 5% of O&M Expenses $22,000
Emergency Reserve 2% of District Assets (Wastewater) $187,500
Capital Replacement Reserve Greater of $860k or next year PAYGO CIP $140,000
Debt Reserve One Year of Debt Service $25,000
Total Reserves $659,500

BORREGO WATER DISTRICT
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4. Water Utility Financial Plan

This section describes the District’s customer account and water use data and the corresponding financial plan. To
develop the financial plan, Raftelis projects annual revenues and expenses; models reserve balances; incorporates
capital expenditures, debt service, and inflationary pressures; and calculates debt service coverage ratios to estimate
any additional rate revenue required in each year of the Study. This section includes a discussion of O&M expenses,
the CIP, reserve funding, projected revenue under existing rates, and the revenue adjustments required to ensure the
fiscal sustainability and solvency of the utility.

4.1. Water Revenue Requirements

A review of a utility’s revenue requirements is a key first step in the rate study process. The review involves an
analysis of annual rate revenues from existing rates, O&M expenses, capital expenditures, and reserve requirements.

4.1.1. REVENUES FROM CURRENT WATER RATES

The District’s rate structure has two main components: a fixed charge component (monthly service charge) and a
variable volumetric charge component (commodity charge). The monthly fixed service charge is determined based
on the size of the water meter serving a property and increases with meter size. As described in more detail in Section
Error! Reference source not found., as larger meters generally consume more water on average, have the capacity
to consume more water instantaneously, and tend to have higher rates of peaking, the costs to provide service to
these customers are higher. A typical Single-Family Residential (SFR) home is served by a 3/4” meter with a monthly
fixed service charge of $44.07. Most of the District water connections are 3/4". The rates for the current fixed service
charges are shown in Table 4-1.

Table 4-1: Current Water Monthly Fixed Charges ($/Month)

5/8" $44.07
3/4" $44.07
1 $57.17
11/2" $89.91
2" $129.19
3" $233.97
4" $351.85
6" $679.27

The volumetric component of a customer’s water bill is calculated based on the number of units of water delivered
to a property, measured in hcf, multiplied by the rates that vary by customer class and tier. The current tier widths
and rates are shown in Table 4-2. The rates in Table 4-2, multiplied by the amount of use in each respective tier,
determine the volumetric component of a customer’s bill. Tiers are discussed in detail in Section Error! Reference
source not found. and Section 8.4.

Table 4-2: Current Water Commodity Tiers and Rates ($/hcf)

Class Current Tier Current Rate
Definition $/hcf

Single-Family Residential (SFR)

Tier 1 0-7 $4.01
Tier 2 >7 $4.41
Multiple Units Uniform $4.24
Commercial / Public Agency Uniform $4.24
BORREGO WATER DISTRICT WATER AND WASTEWATER RATE STUDY
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Irrigation Uniform $4.24
Construction Uniform $9.81
Table 4-3 shows the projected number of water connections by meter size, by fiscal year. The number of connections

remains the same in each year based on the account growth assumptions identified in Section 2.2 and Table 2-3.

Table 4-3: Projected Water Meters by Meter Size
FYE 2021 | FYE 2022 | FYE 2023 | FYE 2024 | FYE 2025 | FYE 2026
3 3 3 3 3

5/8" 3

3/4" 1,421 1,421 1,421 1,421 1,421 1,421
1" 464 464 464 464 464 464
11/2" 72 72 72 72 72 72
2" 31 31 31 31 31 31
3" 3 3 3 3 3 3
4" 8 8 8 8 8 8
6" 7 7 7 7 7 7
Total 2,009 2,009 2,009 2,009 2,009 2,009

Water demand projections through FYE 2026 are shown in Table 4-4. The water demand and revenue growth
assumptions are identified in Table 2-3. The projected water usage is shown in Table 4-4 for current tiers widths to
calculate projected revenues most accurately under “status quo” conditions. The “status quo” financial plan does
not include revenue adjustments and assesses whether the District’s current rates, at the projected level of usage, is
sufficient to support operations, capital projects, debt servicing, and reserve funding.

Table 4-4: Projected Water Usage by Class and Tiers

Single-Family Residential

Tier 1 112,486 112,486 112,486 112,486 112,486 112,486

Tier 2 215,496 215,496 215,496 215,496 215,496 215,496
Multiple Units 71,888 71,888 71,888 71,888 71,888 71,888
Commercial / Public Agency 102,256 102,256 102,256 102,256 102,256 102,256
Irrigation 75,493 75,493 75,493 75,493 75,493 75,493
Construction 270 270 270 270 270 270
Total Water Sales (hcf) 577,889 577,889 577,889 577,889 577,889 577,889
Total Water Sales (AF) 1,327 1,327 1,327 1,327 1,327 1,327

Table 4-5 shows the rate revenue generated in each Study year with projected demand and the current rates. Note
that revenues for FYE 2022 and beyond use existing rates from Table 4-1 and Table 4-2. The overall adequacy of
water revenues is measured by comparing the projected annual revenue required from rates with projected revenues
from the existing rates.

Table 4-5: Projected Water Rate Revenue with Current Rates

FYE 2022 FYE 2023 FYE 2024 FYE 2025 FYE 2026

Fixed Service Charges $1,296,391 $1,296,391 $1,296,391 $1,296,391 $1,296,391
Commodity Charges $2,422,518 $2,422,518 $2,422,518 $2,422,518 $2,422,518
Total Rate Revenues $3,718,909 $3,718,909 $3,718,909 $3,718,909 $3,718,909

The utility also derives revenues from other non-rate sources. These revenues consist of fees, taxes, interest income,
and other operating revenues and are summarized in Table 4-6.

BORREGO WATER DISTRICT WATER AND WASTEWATER RATE STUDY

29



17

Table 4-6: Projected Water Non-Rate Revenues

FYE 2022 FYE 2023 FYE 2024 FYE 2025 FYE 2026

Interest $38,890 $37,615 $41,745 $44,649 $47,561
Fees $41,744 $41,744 $41,744 $41,744 $41,744
Taxes $146,000 $146,000 $146,000 $146,000 $146,000
Other $2,495 $2,495 $2,495 $2,495 $2,495
Miscellaneous $113,333 $113,333 $0 $0 $0
Total Non-Operating Revenues $342,461 $341,187 $231,983 $234,887 $237,799

4.1.2. WATER SUPPLY COSTS

The District’s only source of water supply is local groundwater from the Borrego Valley Groundwater Basin. The
water supply detail considers the District’s groundwater allocation, basin pump charges, water demand, and potential
new sources.

Table 4-7 shows the water production calculation for each year of the study in acre feet (AF). The total water sales
are equal to the total usage shown in Table 4-4. System water loss is calculated by the District using the following
formulas:

Water Loss (AF) = Total Water Pumped (AF) — Water Sales (AF) — System Flushing (AF) — Emergency Leak Estimates (AF)
% Water Loss = Total Water Loss (AF) / Total Water Pumped (AF)
The District conducts internal audits on its system flushing amounts and leak estimates to determine these values.
Total water production (Line 3) accounts for system water loss using the water loss percentage provided by the
District (Line 2). The following equation is used to calculate water production (Line 3):

Total Water Sales (Line 1) / [1 - Water Loss (Line 2)] = Total Water Production (Line 2)

Table 4-7: Calculated Water Production (AF)
FYE 2022 | FYE 2023 FYE 2025 | FYE 2026

1 Total Water Sales (AF) 1,327 1,327 1,327 1,327 1,327
2 Water Loss 7.8% 7.8% 7.8% 7.8% 7.8%
3 Total Water Production (AF) 1,440 1,440 1,440 1,440 1,440

Table 4-8 shows the District’s groundwater allocation under the Sustainable Groundwater Management Act
(SGMA) and the associated basin pumping charges per acre foot. The unit costs for basin pump charges in FY 2022
and beyond are escalated based on the power cost inflationary assumption (Table 2-1) and are rounded in the table
to the nearest whole dollar. The total SGMA pumping charges shown in Line 3 are calculated by multiplying the
groundwater allocation in Line 1 by the pumping unit cost in Line 2. The District pays pumping charges on the BPA
in each year.

Table 4-8: SGMA Pump Charges

FYE 2022 | FYE 2023 FYE 2025 | FYE 2026
1 Groundwater Allocation (AF) 2,581 2,399 2,231 2,074 1,928
2 Basin Pump Charges ($/AF) $50 $53 $56 $58 $61

3 Total SGMA Pump Charges (Line 1 x Line 2) $130,082 $126,976 $123,943 $120,983 $118,094

4.1.3. OPERATING AND MAINTENANCE (O&M) EXPENSES
Total projected O&M expenses are shown in Table 4-9 and are summarized by department. SGMA pumping charges
are derived in Table 4-8. Other expenses are projected from the District’s adopted FYE 2021 budget. Expenses
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beyond FYE 2021 use District estimated costs, where known, or rely on FYE 2021 budgeted values inflated by the
assumptions from Table 2-1. In addition to O&M expenses, the District must fund its Water Supply Reserve to
purchase future Baseline Pumping Allocation (BPA) to meet supply requirements established under the Borrego
Springs Subbasin California Superior Court Adjudicated Judgement.

Table 4-9: Projected Water O&M Expenses

O&M Expense Summary FYE 2022 FYE 2023 FYE 2024 FYE 2025 FYE 2026

Repairs & Maintenance $316,520 $324,433 $332,543 $340,857 $349,378
Professional Services $304,144 $311,748 $319,541 $327,530 $335,718
Insurance $67,958 $69,656 $71,398 $73,183 $75,012
Personnel Expense $1,201,180 $1,259,829 $1,321,376 $1,385,965 $1,453,745
Office Expense $132,377 $135,687 $139,079 $142,556 $146,120
Utilities $344,400 $361,620 $379,701 $398,686 $418,620
Groundwater Management $262,650 $167,530 $172,555 $177,732 $183,064
SGMA Pump Charges $130,082 $126,976 $123,943 $120,983 $118,094
Water Supply Reserve Funding $300,000 $300,000 $300,000 $300,000 $300,000
Total O&M $3,059,311 $3,057,478 $3,160,137 $3,267,491 $3,379,752

4.1.4. PROJECTED CAPITAL IMPROVEMENT PLAN

The District has proposed approximately $6.7 million in capital replacement expenditures over the next five fiscal
years. A summary of these capital expenditures is shown in Table 4-10 by anticipated funding source. A detailed
version of the capital improvement plan is provided in Appendix A. Inflated project costs in all years of the Study
period were provided by District Staff.

Table 4-10: Projected Water Capital Improvement Plan

Future Bond Projects $0 $862,000 $1,711,500
Grant Funded Projects $1,679,040 $0 $0 $0 $0
Cash Reserve Funded Projects $883,560 $238,700 $252,436 $203,709 $245,020
Short Lived Assets $426,250 $0 $37,000 $38,250 $165,000
Total Capital Projects $2,988,850 $238,700 $289,436 $1,103,959 $2,121,520

4.1.5. DEBT SERVICE

The District has three existing debt instruments:

» PacWest
»  Compass Bank Note 2018A
» Compass Bank Note 2018B

Debt service schedules for each obligation were provided by the District. Table 4-11 shows the annual debt service
payment obligation of each debt instrument for each year of the Study period. While the Compass Bank Notes wholly
benefit the water utility, a small portion of PacWest (7 percent) benefits the wastewater utility as provided by the
District’. The amount shown in the table is the 93 percent benefiting the water utility.

5 $34,958 of an annual debt service payment of $499,406 as shown in the District’s FYE 2020 budget document. This
ratio is used to internally allocate the future debt obligation between the water and wastewater utilities.
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Table 4-11: Existing Water Annual Debt Service

PacWest $330,119 $330,030 $329,693 $330,018 $330,059
Compass Bank Note 2018A $247,555 $244,039 $250,255 $246,203 $246,967
Compass Bank Note 2018B $140,755 $140,755 $140,755 $140,755 $0
Total Existing Debt Service $718,429 $714,824 $720,703 $716,976 $577,026

To fund future water capital improvements, the District plans to issue additional debt in FYE 2022 and FYE 2026.
The terms for these debt issuances are shown in Table 4-12. Terms and amounts were provided to Raftelis by the
District and FRA. Debt proceeds will predominantly fund water CIP with a modest portion for wastewater CIP
(see Table 5-10 for additional detail).

Table 4-12: Proposed Debt Terms

Debt Assumptions

Interest 3.85% 4.00%
Term (# of Years) 15 20
Issuance Cost 6.98% 2.52%
Debt Reserve Requirement (Years of P&l Payments) 1 1

The proposed debt proceeds will be used to fund a total of $7.5 million in capital expenditures. Utilizing debt over
cash reserves will mitigate rate increases to customers over the Study horizon. For each debt issuance, this study
assumes that repayment will begin in the following fiscal year. The proposed annual debt service for each new debt
issue is shown in Table 4-13. The annual debt service shown is the water utility’s portion only.

Table 4-13: Proposed Water Debt Service
Proposed Debt Service FYE 2022 FYE 2023 FYE 2024 FYE 2025 FYE 2026

Proposed District Debt Issuance $2,150,000 $6,155,000
Debt Proceeds for Water CIP $1,694,477 $5,775,868
Annual Debt Service
Debt Issuance #1 $162,120 $162,120 $162,120 $162,120
Debt Issuance #2°
Total Proposed Debt Service $0 $1,035,924  $2,415,907 $2,415,907 $2,852,192

The proposed debt issuances balance rate adjustments and moderate debt obligations. Issuing debt not only allows
the District to provide a more immediate response to infrastructure needs, but also mitigates the financial impact of
such expenses. Rather than requiring larger rate increases in the short term to cash fund capital (PAYGO), loan
repayments are spread over a longer time horizon, thereby recovering costs from future users, promoting inter-
generational equity. This supports the District’s ability to provide a more stable rate schedule with generally lower
rate increases.

4.2. Existing Water Financial Plan — No Revenue Adjustments

Table 4-14 displays the operating cash flow detail from current rates for the District’s water utility over the Study
period. The cash flow incorporates revenues and expenses to show the overall position of the utility. All projections
shown in the table are based upon the District’s current rate structure and do not include revenue adjustments or

¢ Repayment of this debt issuance is assumed to begin in FYE 2027 in the amount of $435,978 annually. See Appendix B
for the District’s ten-year combined cash flow projections.
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proposed new debt issuances. Table 4-14 incorporates data shown in the preceding tables of this section. Under the
“status-quo” no revenue adjustment-scenario, revenues generated from rates and other miscellaneous revenues are
inadequate to maintain reserves, achieve reserve targets, and fund planned capital improvement projects over the
Study period. With current rates and existing expenses, the water utility’s net operating cash flow is projected to be
negative in FYE 2025 and reserves will fall $3.4 million short of reserve targets in FYE 2025. Additionally, debt

coverage is projected to fail minimum requirements beginning in FYE 2024.

Table 4-14: Existing Water Financial Plan with Current Rates

| FYE2022 FYE 2023 FYE 2024 FYE 2025 FYE 2026

Revenues

Revenue from Existing Rates $3,718,909 $3,718,909 $3,718,909 $3,718,909 $3,718,909
Total Revenue Adjustments $0 $0 $0 $0 $0
Interest $38,890 $37,615 $41,745 $44,649 $47,561
Fees $41,744 $41,744 $41,744 $41,744 $41,744
Taxes $146,000 $146,000 $146,000 $146,000 $146,000
Other $2,495 $2,495 $2,495 $2,495 $2,495
Miscellaneous $113,333 $113,333 $0 $0 $0
Total Revenues $4,061,371 $4,060,096 $3,950,893 $3,953,797 $3,956,708
Total O&M Expenses $3,059,311 $3,057,478 $3,160,137 $3,267,491 $3,379,752
Total Debt Service $718,429 $714,824 $720,703 $716,976 $577,026
Total Expenses $3,777,739 $3,772,302 $3,880,840 $3,984,468 $3,956,778
Revenues Less Expenses $283,631 $287,794 $70,061 ($30,726) $4
Beginning Balance $4,842,188 $4,116,010 $4,465,103 $4,545,728 $3,711,043
Net Cashflow $283,631 $287,794 $70,061 ($30,726) $4
New Debt Proceeds $0 $0 $0 $0 $0
Grant Funding $1,679,040 $0 $0 $0 $0
CIP ($2,988,850) ($238,700) ($289,436) ($1,103,959) ($2,121,520)
Water Supply Reserve Funding $300,000 $300,000 $300,000 $300,000 $300,000
Ending Balance $4,116,010 $4,465,103 $4,545,728 $3,711,043 $1,889,527
Minimum Target $5,775,000 $5,770,852 $6,051,136 $7,096,810 $7,338,004
Calculated Debt Coverage Ratio 151% 152% 121% 107% 114%
Required Debt Coverage Ratio 125% 125% 125% 125% 125%

4.3. Proposed Water Financial Plan

The proposed financial plan calls for adoption of 5 percent revenue adjustments in each year from FYE 2022 through
FYE 2026. The revenue adjustment beginning in FYE 2022 is proposed to be implemented in October 2021. The
revenue adjustments beginning in FYE 2023 are proposed to be implemented in July of each year through FYE 2026.

Table 4-15 shows the proposed revenue adjustment plan. Although Table 4-15 shows anticipated revenue
adjustments for FYE 2022 through FYE 2026, the District will review and confirm the required revenue adjustments
on an annual basis. The rates presented in Section 8 are based on the proposed financial plan below.

The proposed revenue adjustments help to ensure adequate revenue to fund operating expenses, achieve reserve
policy targets, fund the long-term capital program, and comply with existing debt covenants. Revenue adjustments
represent the average increase in rates for the utility. Actual percentage increases (or decreases) in rates are dependent
upon the cost-of-service analysis and are unique to each customer class and meter size. The first revenue adjustment
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is proposed to be implemented during the fiscal year with the amount of revenue generated equal to 75 percent (nine
months) of the annualized amount.

Table 4-15: Proposed Water Revenue Adjustments

| Revenue Adjustments

Effective Year FYE 2022 FYE 2023 FYE 2024 FYE 2025 FYE 2026
Effective Month October July July July July
Percentage Adjustment 5% 5% 5% 5% 5%

Table 4-16 shows the five-year cash flow detail for the water utility, including additional revenues from the proposed
financial plan and new debt proceeds. The proposed financial plan estimates rate revenues and expenses on a cash
flow basis. The cost-of-service analysis in Section 5 utilizes the annualized FYE 2022 rate revenue requirement to
determine unit costs of service and the rate components for fixed and variable charges. The FYE 2022 Test Year
revenue requirement is discussed in detail in Section 7.

Table 4-16: Proposed Water Financial Plan’

| FYE2022 FYE 2023 FYE 2024 FYE 2025 FYE 2026

Revenues

Revenue from Existing Rates $3,718,909 $3,718,909 $3,718,909 $3,718,909 $3,718,909
Total Revenue Adjustments $139,459 $381,188 $586,193 $801,448 $1,027,466
Interest $41,139 $43,449 $53,103 $59,307 $60,981
Fees $41,744 $41,744 $41,744 $41,744 $41,744
Taxes $146,000 $146,000 $146,000 $146,000 $146,000
Other $2,495 $2,495 $2,495 $2,495 $2,495
Miscellaneous $113,333 $113,333 $0 $0 $0
Total Revenues $4,203,079 $4,447,117 $4,548,443 $4,769,903 $4,997,594
Total O&M Expenses $3,059,311 $3,057,478 $3,160,137 $3,267,491 $3,379,752
Total Debt Service $718,429 $876,944 $882,822 $879,096 $739,146
Total Expenses $3,777,739 $3,934,422 $4,042,960 $4,146,587 $4,118,898
Revenues Less Expenses $425,340 $512,695 $505,531 $623,509 $879,136
Beginning Balance $4,842,188 $5,952,195 $6,526,191 $7,042,286 $6,861,836
Net Cashflow $425,340 $512,695 $505,531 $623,509 $879,136
New Debt Proceeds $1,694,477 $0 $0 $0 $5,775,868
Grant Funding $1,679,040 $0 $0 $0 $0
CIP ($2,988,850) ($238,700) ($289,436) ($1,103,959) ($2,121,520)
Water Supply Reserve Funding $300,000 $300,000 $300,000 $300,000 $300,000
Ending Balance $5,952,195 $6,526,191 $7,042,286 $6,861,836 $11,695,320
Minimum Target $5,802,254 $6,007,464 $6,327,811 $6,154,029 $6,091,542
Calculated Debt Coverage Ratio 171% 168% 166% 180% 230%
Required Debt Coverage Ratio 125% 125% 125% 125% 125%

Figure 4-1 through Figure 4-3 display the proposed five-year financial plan in a graphical format.

Figure 4-1 illustrates the Operating Financial Plan. It compares existing and proposed revenues with projected
expenses. The expenses, represented by stacked bars, represent O&M expenses, annual debt service costs, and reserve
funding (net cashflow). Total revenues at existing and proposed rates are shown by the horizontal solid and dashed

" The ending balance shown in FYE 2026 includes remaining debt proceeds that will be spent on future capital projects
in FYE 2027 and FYE 2028 as shown in the detailed proposed financial plan in Appendix B.
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gray lines, respectively. Figure 4-1 shows that current revenue from existing rates will not meet future total expenses,
including reserve funding for future capital projects and risk mitigation.

Figure 4-1: Proposed Water Operating Financial Plan

Operating Financial Plan
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Figure 4-2 shows the District’s ending reserve balance by fiscal year. The blue bars indicate the total ending balance,
while the dashed and solid gray lines indicate the total minimum target reserve balances and target reserves balances,
respectively. With the proposed financial plan, the District achieves minimum reserve target balances through FYE
2026. Note that the FYE 2026 balance includes new debt proceeds received, but not entirely spent, in that year.
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Figure 4-2: Proposed Water Ending Fund Balances?
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Figure 4-3 shows the total CIP of the water utility over the Study period, by funding source. The light blue bars
represent grant funded capital, the green bars represent debt funded capital, and the dark blue bars represent rate
funded capital on a pay-as-you-go (PAYGO) basis. The gray dots indicate the total value of CIP in each year.

8 The ending balance shown in FYE 2026 includes remaining debt proceeds that will be spent on future capital projects
in FYE 2027 and FYE 2028 as shown in the detailed proposed financial plan in Appendix B.
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Figure 4-3: Proposed Water CIP Funding
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5. Wastewater Utility Financial Plan

This section describes the District’s customer account data and the corresponding financial plan. To develop the
financial plan, Raftelis projects annual revenues and expenses; models reserve balances; incorporates capital
expenditures, debt service, and inflationary pressures; and calculates debt service coverage ratios to estimate any
additional rate revenue required in each year of the Study. This section includes a discussion of O&M expenses, the
CIP, reserve funding, projected revenue under existing rates, and the revenue adjustments required to ensure the
fiscal sustainability and solvency of the utility.

5.1. Wastewater Revenue Requirements

A review of a utility’s revenue requirements is a key first step in the rate study process. The review involves an
analysis of annual rate revenues from existing rates, O&M expenses, capital expenditures, and reserve requirements.

5.1.1. REVENUES FROM CURRENT WASTEWATER RATES

The District provides sewer collection and treatment within its service area for both residential and non-residential
customers. The District provides wastewater service to three separate Service Areas (SAs). These areas are: SA1 (also
known as Ram’s Hill), SA2 (also known as Town Center), and SAS5 (also known as Club Circle/Borrego Springs
Resort). All sewer users pay a monthly fixed charge per Equivalent Dwelling Unit (EDU) that varies depending on
the service area. One EDU is equivalent to the discharge of a typical single-family home.

The District differentiates charges on sewer customers in SA2. SA2 customers consist of SA2 EDU Holders and SA2
EDU Users. SA2 EDU Holders are customers that have bought into the system but are not physically connected or
generating wastewater flows to the sewer system. SA2 EDU Holders are required to pay a Holder charge by contract.
SA2 EDU Users, those connected to and using the sewer system, pay the sum of both the Holder and User charge.
Borrego Springs Resort (BSR) in SAS5 pays a variable volumetric charge per unit of water used in addition to a
monthly fixed charge. The existing rate structure for wastewater customers are shown below in Table 5-1.

Table 5-1: Current Wastewater Charges ($/Month/EDU)

SA1 $45.37
SA2 EDU Holder $28.97
SA2 EDU User $23.79
SA5 $52.76
BSR Fixed Charge $28.97
BSR Variable Charge ($/hcf) $2.13

Table 5-2 shows the projected number of wastewater EDUs by fiscal year. The number of EDUs each year changes
based on the account change assumptions identified in Section 2.3 and Table 2-4. Per District staff, the number of
sewer connections is anticipated to decline over the Study period.
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Table 5-2: Projected Wastewater EDUs

SAl 265 261 257 253 249 265
SA2 EDU Holder 558 550 541 533 525 517
SA2 EDU User 358 352 347 342 337 332
SA5 159 156 154 152 149 147
Borrego Springs Resort 105 105 105 105 105 105
Total EDUs 916 902 888 875 862 849

Projected water use for Borrego Springs Resort through FYE 2026 are shown in Table 5-3. The wastewater
generation and revenue growth assumptions are identified in Table 2-4.

Table 5-3: Projected Water Use (hcf)
FYE 2021 | FYE 2022 | FYE 2023 | FYE2024 | FYE 2025 | FYE 2026

Borrego Springs Resort 7,944 7,944 7,944 7,944 7,944 7,944

The projected EDUs in Table 5-2 and water use shown in Table 5-3 are used to calculate projected revenues under
“status quo” conditions. The “status quo” financial plan does not include revenue adjustments and assesses whether
the District’s current rates, at the projected level of wastewater connections and flow, will be sufficient to support
operations, capital, and reserve funding requirements.

Table 5-4 shows the rate revenue generated in each Study year with projected accounts, wastewater flow, and the
current rates. Note that service charge and variable charge revenues for FYE 2022 and beyond are based on existing
rates from Table 5-1. The overall adequacy of wastewater revenues is measured by comparing the projected annual
revenue required from all wastewater rates with projected revenues from the existing rates.

Table 5-4: Projected Wastewater Rate Revenue with Current Rates

FYE 2022 FYE 2023 FYE 2024 EYE 2025 EYE 2026

SAl $141,637 $139,962 $137,863 $135,795 $133,758
SA2 EDU Holder $190,458 $188,207 $185,384 $182,603 $179,864
SA2 EDU User $100,223 $99,036 $97,550 $96,087 $94,645
SA5 $98,580 $97,414 $95,953 $94,513 $93,096
BSR Fixed Charge $36,669 $36,788 $36,788 $36,788 $36,788
BSR Variable Charge $16,002 $16,103 $16,103 $16,103 $16,103
Total Rate Revenues $583,569 $577,509 $569,640 $561,889 $554,254

The utility derives some revenues from non-rate sources. These revenues consist of interest income and are

summarized in Table 5-5.

Table 5-5: Projected Wastewater Non-Rate Revenues

FYE 2022 FYE 2023 FYE 2024 FYE 2025 FYE 2026

Interest Income $6,184 $6,133 $5,887 $5,908 $5,777

5.1.2. OPERATING AND MAINTENANCE (O&M) EXPENSES

Total projected O&M expenses are shown in Table 5-6 and are summarized by department. Expenses are projected
from the District’s adopted FYE 2021 budget. Expenses in FYE 2022 and beyond use District estimated costs, where

known, or rely on FYE 2021 budgeted values inflated by the assumptions from Table 2-2.
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Table 5-6: Projected Wastewater O&M Expenses

O&M Expense Summary FYE 2022 FYE 2023 FYE 2024 FYE 2025 FYE 2026

Repairs & Maintenance $134,002 $137,352 $140,786 $144,306 $147,914
Professional Services $64,396 $66,006 $67,656 $69,347 $71,081
Insurance $11,993 $12,292 $12,600 $12,915 $13,237
Personnel Expense $212,059 $222,502 $233,463 $244,967 $257,043
Office Expense $21,680 $22,222 $22,778 $23,347 $23,931
Utilities $3,150 $3,308 $3,473 $3,647 $3,829
Total O&M $447,280 $463,682 $480,755 $498,529 $517,035

5.1.3. PROJECTED CAPITAL IMPROVEMENT PLAN
The District has proposed approximately $521,000 in capital replacement expenditures over the next five years (FYE

2022 to 2026). A summary of these capital expenditures is shown in Table 5-7 by anticipated funding source. A
detailed version of the capital improvement plan is in Appendix A. Inflated project costs in all years of the Study
period were provided by District Staff.

Table 5-7: Projected Wastewater Capital Improvement Plan

Project Description FYE 2022 FYE 2023 FYE 2024 = 2025 = 2026

Future Bond Projects

Grant Funded Projects $O $0 $0 $O $O
Cash Reserve Funded Projects $66,690 $66,504 $69,447 $72,526 $75,747
Short Lived Assets $103,750 $25,000 $0 $16,750 $25,000
Total Capital Projects $170,440 $91,504 $69,447 $89,276 $100,747

5.1.4. DEBT SERVICE

The wastewater utility is partially responsible for one of the District’s three existing debt instruments, PacWest. The
debt service schedule for the obligation was provided by the District and is shown in Table 4-11. Table 5-8 shows the
annual debt service payment obligation of the wastewater utility for each year of the Study period.

Table 5-8: Existing Wastewater Annual Debt Service

FYE 2022 | FYE 2023 FYE 2025 | FYE 2026
PacWest $24,847  $24,841  $24815  $24,840  $24,843

To fund the wastewater CIP, the District plans on issuing additional debt in FYE 2022 and FYE 2026. The terms
for these debt issuances are shown in Table 5-9.

Table 5-9: Proposed Debt Terms

Debt Assumptions

Interest 3.85% 4.00%
Term (# of Years) 15 20
Issuance Cost 6.98% 2.52%
Debt Reserve Requirement 1 1

(Years of P&l Payments)

The proposed debt proceeds will be used to fund a total of approximately $406,000 in capital expenditures to
mitigate rate increases to customers over the Study horizon. For each debt issuance, this study assumes that
repayment will begin in the following fiscal year. The annual debt service for each new proposed debt issue is
shown in Table 5-10. The annual debt service shown is the wastewater utility’s portion only.
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Table 5-10: Proposed Wastewater Debt Service

Proposed Debt Service FYE 2022 FYE 2023 FYE 2024 FYE 2025 FYE 2026

Proposed District Debt Issuance $2,150,000 $6,155,000
Debt Proceeds for Wastewater CIP $305,523 $224,132
Annual Debt Service
Debt Issuance #1 $0 $29,231 $29,231 $29,231 $29,231
Debt Issuance #2°
Total Proposed Debt Service $0 $29,231 $29,231 $29,231 $29,231

The proposed debt issuances balance rate adjustments and moderate debt obligations. Issuing debt not only allows
the District to provide a more immediate response to infrastructure needs, but also stabilizes the financial impact of
such expenses. Rather than requiring larger rate increases in the short term to cash fund capital (PAYGO), loan
repayments are spread over a longer time horizon, thereby recovering costs from future users, promoting
intergenerational equity. This supports the District’s ability to provide a more stable rate schedule with generally
lower rate increases.

5.2. Existing Wastewater Financial Plan — No Revenue
Adjustments

Table 5-11 displays the operating cash flow detail for the District’s wastewater utility from current rates over the
Study period. The cash flow incorporates revenues and expenses to show the overall position of the utility. All
projections shown in the table are based upon the District’s current rate structure and do not include rate adjustments
or proposed new debt issuances. Table 5-11 incorporates data shown in the preceding tables of this section. Under
the “status-quo” no revenue adjustment-scenario, revenues generated from rates and other miscellaneous revenues
are inadequate to maintain adequate reserves, achieve reserve targets, and fund planned capital improvement projects
over the Study period. With current rates and existing expenses, the wastewater utility’s reserves will fall below target
in FYE 2022 and will end approximately $208,000 short of reserve targets in FYE 2026.

° Repayment of this debt issuance is assumed to begin in FYE 2027 in the amount of $16,918 annually.
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Table 5-11: Existing Wastewater Financial Plan with Current Rates

| FYE2022 FYE 2023 FYE 2024 FYE 2025 FYE 2026

Revenues

Revenue from Existing Rates $583,569 $577,509 $569,640 $561,889 $554,254
Total Revenue Adjustments $0 $0 $0 $0 $0
Interest $6,184 $6,133 $5,887 $5,908 $5,777
Total Revenues $589,753 $583,643 $575,528 $567,797 $560,030
Total O&M Expenses $447,280 $463,682 $480,755 $498,529 $517,035
Total Debt Service $24,847 $24,841 $24,815 $24,840 $24,843
Total Expenses $472,127 $488,523 $505,570 $523,369 $541,878
Revenues Less Expenses $117,626 $95,120 $69,957 $44,428 $18,153
Beginning Balance $639,751 $586,937 $590,553 $591,064 $546,216
Net Cashflow $117,626 $95,120 $69,957 $44,428 $18,153
New Debt Proceeds $0 $0 $0 $0 $0
Grant Funding $0 $0 $0 $0 $0
CIP ($170,440) ($91,504) ($69,447) ($89,276) ($100,747)
Ending Balance $586,937 $590,553 $591,064 $546,216 $463,622
Minimum Target $660,070 $663,110 $665,787 $668,758 $671,959
Calculated Debt Coverage Ratio 604% 513% 412% 309% 203%
Required Debt Coverage Ratio 125% 125% 125% 125% 125%

5.3. Proposed Wastewater Financial Plan

The proposed financial plan calls for adoption of 4 percent revenue adjustments in each year from FYE 2023 through
FYE 2026. No revenue adjustment is proposed for FYE 2022, however, a change of rates based on the cost-of-service
results is proposed in Section 9. The revenue adjustments beginning in FYE 2023 are proposed to be implemented
in July of each year through FYE 2026.

Table 5-12 shows the proposed revenue adjustment plan. Although Table 5-12 shows anticipated revenue
adjustments for FYE 2022 through 2026, the District will review and confirm the required revenue adjustments on
an annual basis. The rates presented in Section 10 are based on the proposed financial plan below.

The proposed revenue adjustments help to ensure adequate revenue to fund operating expenses, achieve reserve
policy targets, fund the long-term capital program, and comply with existing debt covenants. Revenue adjustments
represent the average increase in rates for the utility. Actual percentage increases (or decreases) in rates are dependent
upon the cost-of-service analysis and are unique to each customer class.

Table 5-12: Proposed Wastewater Revenue Adjustments

| Revenue Adjustments

Effective Year FYE 2022 FYE 2023 FYE 2024 FYE 2025 FYE 2026
Effective Month October July July July July
Percentage Adjustment 0% 4% 4% 4% 4%

Table 5-13 shows the five-year cash flow detail for the wastewater utility, including additional revenues from the
proposed financial plan and new debt proceeds. The proposed financial plan estimates rate revenues and expenses
on a cash flow basis. The cost-of-service analysis in Section 9 utilizes the annualized FYE 2022 rate revenue
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requirement to determine unit costs of service and the rate components. The FYE 2022 Test Year revenue
requirement is discussed in detail in Section 9.

Table 5-13: Proposed Wastewater Financial Plan?®

| FYE2022 FYE 2023 FYE 2024 FYE 2025 FYE 2026

Revenues

Revenue from Existing Rates $583,569 $577,509 $569,640 $561,889 $554,254
Total Revenue Adjustments $0 $23,100 $46,483 $70,160 $94,145
Interest $6,184 $7,661 $8,920 $9,019 $9,119
Total Revenues $589,753 $608,271 $625,042 $641,067 $657,517
Total O&M Expenses $447,280 $463,682 $480,755 $498,529 $517,035
Total Debt Service $24,847 $54,072 $54,046 $54,071 $54,074
Total Expenses $472,127 $517,754 $534,801 $552,600 $571,109
Revenues Less Expenses $117,626 $90,517 $90,241 $88,468 $86,409
Beginning Balance $639,751 $892,459 $891,473 $912,267 $911,459
Net Cashflow $117,626 $90,517 $90,241 $88,468 $86,409
New Debt Proceeds $305,523 $0 $0 $0 $224,132
Grant Funding $0 $0 $0 $0 $0
cIp ($170,440) ($91,504) ($69,447) ($89,276) ($100,747)
Ending Balance $892,459 $891,473 $912,267 $911,459 $1,121,253
Minimum Target $660,070 $692,341 $695,018 $697,989 $701,190
Calculated Debt Coverage Ratio 604% 281% 281% 277% 274%
Required Debt Coverage Ratio 125% 125% 125% 125% 125%

Figure 5-1 through Figure 5-3 display the proposed financial plan in a graphical format.

Figure 5-1 illustrates the Operating Financial Plan. It compares existing and proposed revenues with projected
expenses. The expenses, represented by stacked bars, represent O&M expenses, annual debt service costs, and reserve
funding (net cashflow). Total revenues at existing and proposed rates are shown by the horizontal solid and dashed
gray lines, respectively. Figure 5-1 shows that current revenue from existing rates will not meet future total expenses,
including reserve funding for future capital projects and risk mitigation.

10 The ending balance shown in FYE 2026 includes remaining debt proceeds that will be spent on future capital projects
in FYE 2027 and FYE 2028 as shown in the detailed proposed financial plan in Appendix B.

BORREGO WATER DISTRICT WATER AND WASTEWATER RATE STUDY
43



31

Figure 5-1. Proposed Wastewater Operating Financial Plan
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Figure 5-2 shows the District’s ending reserve balance by fiscal year. The blue bars indicate the total ending balance,
while the dashed and solid gray lines indicate the total minimum target reserve balances and target reserves balances,
respectively. With the proposed financial plan, the District achieves reserve target balances through FYE 2026. Note
that the FYE 2026 balance includes new debt proceeds received, but not entirely spent, in that year.
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Figure 5-2: Proposed Wastewater Ending Fund Balances!!
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Figure 5-3 shows the total CIP of the wastewater utility over the Study period, by funding source. The green bars
represent debt funded capital and the dark blue bars represent rate funded capital on a pay-as-you-go (PAYGO) basis.
The gray dots indicate the total value of the replacement CIP each year. No wastewater CIP is anticipated to be grant

funded.

1 The ending balance shown in FYE 2026 includes remaining debt proceeds that will be spent on future capital projects
in FYE 2027 and FYE 2028 as shown in the detailed proposed financial plan in Appendix B.
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Figure 5-3: Proposed Wastewater CIP Funding
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6. Combined District Financial Plan

This section provides the combined operating cash flow detail for the District as a whole.

6.1. Existing District Financial Plan — No Revenue
Adjustments

Table 6-1 displays a summary of the operating cash flow detail for the District from current water and wastewater
rates over the Study period. The cash flow incorporates revenues and expenses to show the overall position of the
District. All projections shown in the table are based upon the District’s current water and wastewater rate structure
and do not include revenue adjustments or proposed new debt issuances. Table 6-1 incorporates data shown in the
tables of Sections 4 and 5 of this report and includes assessments received by the District for water, sewer, and flood
control which are dedicated for specific purposes. Under the “status-quo” no revenue adjustment-scenario, revenues
generated from rates and other miscellaneous revenues are inadequate to achieve reserve targets, meet debt coverage
requirements, and fund planned capital improvement projects. With current rates and existing expenses, the District’s
reserves will fall $4.3 million short of reserve targets in FYE 2025, and the debt coverage ratio will fall below the
required level of 125%. A detailed version of the District’s combined cashflow is in Appendix B.

Table 6-1: Existing District Financial Plan under Current Rates

| FYE2022 FYE 2023 FYE 2024 FYE 2025 FYE 2026

Revenues

Revenue from Existing Water Rates $3,718,909 $3,718,909 $3,718,909 $3,718,909 $3,718,909
Revenue from Existing Wastewater Rates $583,569 $577,509 $569,640 $561,889 $554,254
Total Revenue Adjustments $0 $0 $0 $0 $0
Water Other Revenue $342,461 $341,187 $231,983 $234,887 $237,799
Wastewater Other Revenue $6,184 $6,133 $5,887 $5,908 $5,777
Water/Sewer/Flood Assessment $89,000 $89,000 $89,000 $89,000 $89,000
Total Revenues $4,740,124 $4,732,738 $4,615,420 $4,610,594 $4,605,739
Water O&M Expenses $3,059,311 $3,057,478 $3,160,137 $3,267,491 $3,379,752
Wastewater O&M Expenses $447,280 $463,682 $480,755 $498,529 $517,035
Existing Debt Service $743,276 $739,665 $745,518 $741,816 $601,869
Proposed Debt Service $0 $0 $0 $0 $0
Total Expenses $4,249,867 $4,260,825 $4,386,410 $4,507,836 $4,498,656
Revenues Less Expenses $490,257 $471,914 $229,018 $102,702 $107,157
Beginning Balance $5,570,939 $4,580,947 $4,722,657 $4,592,792 $3,502,259
Net Cashflow $490,257 $471,914 $229,018 $102,702 $107,157
New Debt Proceeds $0 $0 $0 $0 $0
Grant Funding $1,679,040 $0 $0 $0 $0
CIP ($3,159,290) ($330,204) ($358,883) ($1,193,235) ($2,222,267)
Ending Balance $4,580,947 $4,722,657 $4,592,792 $3,502,259 $1,387,148
Minimum Target $6,435,071 $6,433,962 $6,716,923 $7,765,567 $8,009,963
Calculated Debt Coverage Ratio 166% 164% 131% 114% 118%
Required Debt Coverage Ratio 125% 125% 125% 125% 125%

6.2. Proposed District Financial Plan

The proposed water financial plan calls for the adoption of five (5) percent revenue adjustments in each year from
FYE 2022 through FYE 2026. The revenue adjustment beginning in FYE 2022 is proposed to be implemented in
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October. The revenue adjustments beginning in FYE 2023 are proposed to be implemented in July of each year
through FYE 2026.

The proposed wastewater financial plan calls for adoption of four (4) percent revenue adjustments in each year from
FYE 2023 through FYE 2026. No revenue adjustment is proposed for the current fiscal year. The revenue
adjustments beginning in FYE 2023 are proposed to be implemented in July of each year through 2025.

Table 6-2 shows the proposed revenue adjustment plan. Although Table 6-2 shows anticipated revenue adjustments
for FYE 2022 through FYE 2026, the District will review and confirm the required revenue adjustments on an annual
basis. The rates presented in Section 8 and Section 10 are based on the proposed financial plan below.

The proposed revenue adjustments help to ensure adequate revenue to fund operating expenses, achieve reserve
policy targets, fund the long-term capital program, and comply with existing debt covenants. Revenue adjustments
represent the average increase in rates for each utility. Actual percentage increases (or decreases) in rates are
dependent upon the cost-of-service analysis and are unique to each customer class, meter size, and service area. The
first revenue adjustment is proposed to be implemented in the middle of the fiscal year with the amount of revenue
generated equal to 75 percent of the annualized amount.

Table 6-2: Proposed District Revenue Adjustments

I Revenue Adjustments

Effective Year FYE 2022 FYE 2023 FYE 2024 FYE 2025 FYE 2026
Effective Month October July July July July
Water % Adjustment 5% 5% 5% 5% 5%
Wastewater % Adjustment 0% 4% 4% 4% 4%

Table 6-3 shows the operating cash flow detail for the District with additional revenues from the revenue adjustments
from the proposed financial plan and new debt proceeds. The proposed financial plan estimates rate revenues and
expenses on a cash flow basis. A detailed version of the District’s combined cashflow is in Appendix B.
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Table 6-3: Proposed District Financial Plan??

| FYE2022 FYE 2023 FYE 2024 FYE 2025 FYE 2026

Revenues

Revenue from Existing Water Rates $3,718,909 $3,718,909 $3,718,909 $3,718,909 $3,718,909
Revenue from Existing Wastewater Rates $583,569 $577,509 $569,640 $561,889 $554,254
Total Revenue Adjustments $139,459 $404,289 $632,676 $871,608 $1,121,611
Water Other Revenue $344,710 $347,020 $243,341 $249,545 $251,219
Wastewater Other Revenue $6,184 $7,661 $8,920 $9,019 $9,119
Water/Sewer/Flood Assessment $89,000 $89,000 $89,000 $89,000 $89,000
Total Revenues $4,881,832 $5,144,388 $5,262,486 $5,499,970 $5,744,111
Water O&M Expenses $3,059,311 $3,057,478 $3,160,137 $3,267,491 $3,379,752
Wastewater O&M Expenses $447,280 $463,682 $480,755 $498,529 $517,035
Existing Debt Service $743,276 $739,665 $745,518 $741,816 $601,869
Proposed Debt Service $0 $191,351 $191,351 $191,351 $191,351
Total Expenses $4,249,867 $4,452,175 $4,577,761 $4,699,187 $4,690,007
Revenues Less Expenses $631,965 $692,213 $684,773 $800,977 $1,054,545
Beginning Balance $5,570,939 $6,722,655 $7,084,664 $7,410,553 $7,018,295
Net Cashflow $631,965 $692,213 $684,773 $800,977 $1,054,545
New Debt Proceeds $2,000,000 $0 $0 $0 $6,000,000
Grant Funding $1,679,040 $0 $0 $0 $0
CIP ($3,159,290) ($330,204) ($358,883)  ($1,193,235)  ($2,222,267)
Ending Balance $6,722,655 $7,084,664 $7,410,553 $7,018,295 $11,850,573
Minimum Target $6,462,324 $6,699,805 $7,022,829 $6,852,018 $6,792,732
Calculated Debt Coverage Ratio 185% 174% 173% 186% 233%
Required Debt Coverage Ratio 125% 125% 125% 125% 125%

12 The ending balance shown in FYE 2026 includes remaining debt proceeds that will be spent on future capital projects

in FYE 2027 and FYE 2028 as shown in the detailed proposed financial plan in Appendix B.
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~7. Water Cost of Service Analysis

7.1. Methodology

The principles and methodology of a COS analysis were described in Section 1.3.3 and are detailed in this sub-
section. The annual cost of providing water service is distributed among customer classes commensurate with their
service requirements. A COS analysis involves the following:

1. Functionalize costs. Examples of functions are supply, pumping, treatment, transmission and distribution,
groundwater management, meter service, and customer service.

2. Allocate functionalized costs to cost components. Cost components include supply, base delivery, maximum
day, maximum hour'?, groundwater management, meter service, and customer servicing and billing costs.

3. Develop unit costs for each cost component using appropriate units of service for each component.

4. Distribute the cost components. Distribute using unit costs to customer classes in proportion to their
demands and burdens on the water system. This is described in the M1 Manual published by AWWA.

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

The functionalization of costs allows us to better allocate to the cost causation components (i.e., cost components).
Organizing the costs in terms of end function allows direct correlation between the cost component and the rate,
coupling the cost incurred by the utility to the demand and burden that the customer places on the utility’s system
and water resources. The costs incurred are generally responsive to the specific service requirements or cost drivers
imposed on the system and its water resources by its customers. The O&M functions (i.e., cost categories) for the
cost-of-service analysis include:

1. Water Supply, or costs associated with producing groundwater from the Borrego Valley basin.

2. Pumping, or electrical costs associated with producing groundwater and moving water through treatment
and distribution facilities.

3. Treatment, or costs associated with treating groundwater to drinking water standards.

Transmission and Distribution, or costs associated with operating, maintaining, and eventual replacement

of transmission and distribution pipelines.

Groundwater Management, or costs associated with water master expenses and SGMA pumping charges.

Meters, or costs associated with meter servicing and maintenance.

Billing and Customer Service, or costs associated with customer service, billing, and collections.

General, or costs associated with administration of the water system.

-~

©® N n

In addition to the O&M functions listed above, there are three additional capital functions derived from the District’s
asset and infrastructure database. The three are:

13 Collectively maximum day and maximum hour costs are known as peaking costs or extra-capacity costs.
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1. Wells, or assets associated with producing groundwater from District infrastructure into the Borrego Valley
basin.

2. Fire Protection, or assets associated with the water system’s ability to provide firefighting capacity and
protect improvements connected to the District’s water system.

3. Storage, or the assets associated with tanks and reservoirs for providing water during peak day and peak
hour demands (including fire flows).

The functionalized costs are then allocated to the cost components'#. The cost components include:

1. Supply costs are related to the future purchase of groundwater pumping allocation to provide enough water
to meet baseline customer demands. The production of water from the groundwater basin includes energy
costs for pumping and certain groundwater management costs.

2. Base, also known as delivery costs, vary with the total quantity of water used within the water system under
average daily conditions. These costs may include a portion of treatment, transmission and distribution
facilities, storage costs, groundwater pumping costs, and capital costs associated with serving customers at a
constant, or average, rate of use. Base costs recovered through the commodity rates are, therefore, spread
over all units of water uniformly.

3. Peaking costs are divided into maximum day and maximum hour demand. The maximum day demand is
the maximum amount of water used in a single day in a year. The maximum hour demand is the maximum
usage in an hour on the maximum usage day. Different infrastructure, such as distribution lines and storage
facilities, and the capital and O&M costs associated with those facilities, are designed to meet the peak
demands placed on the system by customers, plus fire protection. Therefore, extra capacity costs include the
O&M and capital costs associated with meeting customer demand more than the average rate of use, or base
use, requirements.

4. Groundwater Management costs include costs associated with water master expenses, SGMA pumping
charges, and a modest portion of other District O&M.

5. Meter costs include maintenance and capital costs related to servicing and replacing meters and associated
assets.

6. Customer costs are those directly associated with serving customers, irrespective of the amount of water
used, and generally include meter reading, bill generation, accounting, customer service, and collection
expenses.

7. General and administrative costs are incurred in operating and maintaining the water system not otherwise
recovered in the other functionalized cost components. These indirect costs are distributed to the other cost
components in proportion to the cost responsibility of the other components.

This method of functionalizing costs is consistent with the AWWA M1 Manual and is widely used in the water
industry to perform cost of service analyses.

7.2. Revenue Requirement

Table 7-1 shows the FYE 2022 revenue requirement. The revenue requirement represents all O&M and capital and
is equal to the cost-of-service to be recovered through rates. The O&M revenue requirement includes costs directly
related to the supply, treatment, and distribution of water, as well as routine maintenance of system facilities. The
Capital revenue requirement includes costs directly related to funding the capital program and debt service
obligations associated with capital re-investment.

14 This Study uses the Base-Extra Capacity methodology set forth in the M1 Manual for functionalizing and allocating
Costs.
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The rate revenue offsets are miscellaneous, non-rate revenues, that are accounted for to determine the net amount
required to be recovered from rates. The annual reserve funding adjustment is equal to the net cash change for FYE
2022 in Table 4-16, which represents the amount by which the reserves are increasing during the test year. The
annualized rate increase adjustment represents the remaining required revenue adjustment in the test year (cash
balances to fund the capital program and reserves based on adopted policies). As discussed previously in Section 4.3,
there is a 5 percent revenue adjustment for FYE 2022. To arrive at the Operating, Capital, and total revenue
requirements, we subtract revenue offsets (non-rate revenues) and add back adjustments from the sub-total revenue
requirement for each category (represented here as columns); the resulting calculation is the total revenue required
from rates. This total is the amount that monthly meter service charges and commodity charges are designed to
collect.

Table 7-1: FYE 2022 Revenue Required from Water Rates

Operating Expenditures $3,059,311 $0 $3,059,311
Debt Service $0 $718,429 $718,429
Subtotal Revenue Requirements $3,059,311 $718,429 $3,777,739
Revenue Offsets

Interest $0 $41,139 $41,139
Fees $0 $41,744 $41,744
Taxes $0 $146,000 $146,000
Other $0 $2,495 $2,495
Miscellaneous $0 $113,333 $113,333
Total Revenue Offsets $0 $344,710 $344,710
Adjustments

Adjustments to Annual Cash Balance $0 ($425,340) ($425,340)
Adjustments to Annualize Rate Increase $0 ($46,486) ($46,486)
Total Adjustments $0 ($471,826) ($471,826)
COS to be Recovered from Water Rates $3,059,311 $845,544 $3,904,855

7.3. O&M Expense Functionalization

The next step in the cost-of-service analysis is to determine the operating cost allocations by function and cost
component. The O&M expenses shown in Table 4-9 were allocated to the respective cost function by District Staff
based on the distribution of operating costs shown in Table 5-6. Functions include water supply, pumping, treatment,
transmission and distribution, billing and customer service, meter service, groundwater management, and general.
Table 7-2 shows a summary of the functionalization of District O&M expenses for the test year FYE 2022. A detailed
version of the functionalized water expenses as provided by the District is provided in Appendix C. Functionalizing
O&M expenses follows the principles of rate setting set forth in the M1 Manual and allows for the allocation of
individual costs to system cost causation components, based on the function that each respective cost serves. Note
that the total functionalized O&M expenses are equal to the O&M expenses shown in Table 7-1 and Table 4-16.
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Table 7-2: Functionalization of O&M Expenses

Cost Function O&M Expenses by Function ($)

Water Supply $300,000
Pumping $430,395
Treatment $159,582
Transmission & Distribution $420,267
Billing & Customer Service $387,822
Meter Service $362,431
Groundwater Management $498,842
General $499,972
Total $3,059,311

7.4. Allocation of Functionalized Expenses to Cost
Components

After functionalizing expenses, the next step is to allocate the functionalized expenses to system cost components.
To do so, we start with identifying system-wide peaking factors. Water systems are designed to serve connections
during maximum day (Max Day) and maximum hour (Max Hour) demands. Different facilities, such as distribution
and storage facilities, are designed to meet the peaking demands of customers. Therefore, peaking costs, also known
as extra capacity costs, are associated with meeting peak customer demand. Peaking costs are therefore based on
Max Day and Max Hour demands. The system-wide factor for maximum day demand was calculated based on the
system peak using historical well production log data and the maximum hour demand was derived by multiplying
the maximum day factor by 1.5. Maximum day and maximum hour factors are shown in Table 7-3 relative to the
base factor. Base, or average daily demand, is represented by the factor 1.00.

Table 7-3: System Peaking

Ratio
S Sl RIS relative to Base

Base 1.00
Maximum Day 1.40
Maximum Hour 2.10

Calculated water system peaking factors from Table 7-3 are shown in column B of Table 7-4. The system-wide
peaking factors are used to derive the cost causation component allocation bases (i.e., percentages) shown in columns
C, D, and E of Table 7-4. The numbers and calculations outlined in the following sections are rounded and may not
equal to the exact amounts shown.

Line 1 “Base” represents the average day demand throughout the year and is, therefore, a factor of 1.00.
» Base =1.00/1.00 = 100%

Line 2 “Max Day” is the ratio of maximum day demand relative to base demand, or 1.40. The percentage allocated
to Max Day is the incremental responsibility above base demand.

» Base=1.00/1.40=71%

»  Max Day = (1.40 - 1.00) / 1.40 = 29%

Similarly, Line 3, “Max Hour” is the ratio of maximum hour demand, on the maximum day, relative to base
demand. The Max Hour factor is 2.10.

» Base=1.00/2.10 =48%

»  Max Day = (1.40-1.00) / 2.10 = 19%

»  Max Hour = (2.10 - 1.40) / 2.10 = 33%
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These factors indicate how much additional capacity is required to meet demand above average daily use. As
demand, and therefore capacity, increases, so must the sizing of facilities and pipelines, which incur greater costs to
construct, maintain, repair, and ultimately replace. To understand the interpretation of the percentages shown in
columns C through E, “Base” is established as the average daily demand during the year. These allocation bases are
used to assign certain functionalized costs to the cost causation components including storage, transmission and
distribution, and treatment functions.

Table 7-4: System-Wide Peaking Factors

Factors
A B C D E

1 Base 1.00 100% 0% 0%
2 Max Day 1.40 71% 29% 0%
3 Max Hour 2.10 48% 19% 33%
4 Average Max Day/Max Hour 60% 24% 17%

Table 7-5 shows the derivation of the peaking factors by customer class and tier, determined by dividing the total
maximum monthly usage (Column C) by the average monthly usage (Column D) for each customer class and tier.
For this analysis, the classes and tiers in the proposed rate schedule are employed and applied to the District’s FYE
2020 water consumption data. These peaking factors are used to allocate the peaking costs to each customer class
and tier. The maximum month peaking factor is used as a proxy for the class and tier-specific Max Day peaking
factors. The peaking factors for Single Family Residential customers are based on the proposed tiers. The peaking
factors for Multiple Units and Commercial/Public Agency customers are based on the combined water usage for the
proposed revision to these customer classes. Irrigation peaking factors are based on their existing Base/Peak
structure. See the Rate Derivation section of this report for a detailed discussion of proposed rate structure changes,
tier widths, and the use of peaking factors in developing rates.

Table 7-5: Customer Class Peaking Factors

. Max Day
Selected Tier Max Average .
Customer Class Widths (hcf) Peaking
Factor
A B C D E

Single Family Residential

Tier 1 7 9,683 9,190 1.05
Tier 2 22 11,123 8,594 1.29
Tier 3 >22 14,479 9,012 1.61
Multiple Units Uniform 19,545 14,227 1.37
Commercial/Public Agency Uniform 19,545 14,227 1.37
Irrigation Uniform 9,509 6,168 1.54

Table 7-6 and Table 7-7 show the allocation basis for O&M expenses in percentages and dollars, respectively. The
top row of Table 7-6 shows the cost causation components and the left-most column shows the cost functions, equal
to that shown in Table 7-2. The numbers shown in this section of the report are rounded to the nearest dollar and
tenth of a percent; therefore, the calculations shown in the tables of this section may not equal to the precise numbers
shown due to within the tables.

Pumping and treatment costs are proportionally allocated between Base and Max Day based on the maximum day
allocation shown in Table 7-4. These costs are allocated based on maximum day because they are constructed to
meet maximum day demands.
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Transmission and distribution costs are proportionally allocated between Base, Max Day, and Max Hour based on
the Average Max Day/Max Hour costs from Table 7-4. These costs are allocated based on the average maximum
day and maximum hour because transmission infrastructure is constructed to meet maximum day demand and
distribution pipelines are constructed to meet maximum hour demand plus fire flow.
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Table 7-6: Allocation of Functionalized O&M Expenses to Cost Causation Components (%)

Water Supply $300,000 100%

Pumping $430,395 71% 29%

Treatment $159,582 71% 29%

Transmission & Distribution $420,267 60% 24% 17%

Billing & Customer Service $387,822 100%

Meter Service $362,431 100%

Ground Water Management $498,842 100%

General $499,972 100%
Total ($) $3,059,311 $300,000 $498,842 $671,571 $268,628 $70,044 $362,431 $387,822 $499,972
Total (%) 9.8% 16.3% 22.0% 8.8% 2.3% 11.8% 12.7% 16.3%

Table 7-7: Allocation of Functionalized O&M Expenses to Cost Causation Components (Values)

anag ement

Water Supply $300,000 $300,000

Pumping $430,395 $0 $307, 425 $122, 970 $O
Treatment $159,582 $0 $0 $113,987 $45,595 $O $0 $0 $0
Transmission & Distribution $420,267 $0 $0 $250,159 $100,064 $70,044 $0 $0 $0
Billing & Customer Service $387,822 $0 $0 $0 $0 $0 $0 $387,822 $0
Meter Service $362,431 $0 $0 $0 $0 $0 $362,431 $0 $0
Ground Water Management $498,842 $0 $498,842 $0 $0 $0 $0 $0 $0
General $499,972 $0 $0 $0 $0 $0 $0 $0 $499,972
Total ($) $3,059,311 $300,000 $498,842 $671,571 $268,628 $70,044 $362,431 $387,822 $499,972
Total (%) 9.8% 16.3% 22.0% 8.8% 2.3% 11.8% 12.7% 16.3%
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7.5. Asset Functionalization

Table 7-8 presents the functionalization of the District’s water system asset base. Each asset category from the master
asset schedule is assigned to one of the cost functions. The column furthest right in Table 7-8 shows the total asset
valuation by category. Assets are shown valued at replacement cost less depreciation (RCLD) to account for aging
of the assets.

Table 7-8: Functionalization of System Assets

Asset Category Cost Function b Fﬁzi(tait(?n $

Wells Base $1,433,381
Pumping Max Day $184,555
Transmission & Distribution Max Hour $3,268,916
Fire Protection Meters $434,152
Customer Service & Billing Customer $16,697
General & Admin General $3,115,674
Storage Max Day $1,004,970
Total $9,458,345

7.6. Allocation of Functionalized Assets to Cost Components

Like the O&M cost allocation, the District’s functionalized capitalized assets are allocated to the same cost
components, which is representative of future project costs. Capital costs are allocated by the asset base of the water
system in recognition that assets need to be refurbished and replaced over time. Correspondingly, capital expenses
over time should correlate to the asset base and mix of infrastructure. This ensures that the allocations to the cost
causation components, and ultimately the rates, remain relatively stable over time. Table 7-9 and Table 7-10 shows
the functionalized assets allocated to the cost components in both dollar and percentage terms. The numbers shown
in this section of the report are rounded to the nearest dollar and tenth of a percent; therefore, the calculations shown
in the tables of this section may not equal to the precise numbers shown.
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Table 7-9: Allocation of Functionalized Asset Valuation to Cost Causation Components (%)

Description Value ($ Suppl Groundwater Base Max Da Max Hour Meters Customer General
P PRl Management Y

Wells $1,433,381 100%

Pumping $184,555 71% 29%

Transmission & Distribution $3,268,916 60% 24% 17%

Fire Protection $434,152 100%

Customer Service & Billing $16,697 100%

General & Admin $3,115,674 100%
Storage $1,004,970 71% 29%

Total (%) $9,458,345 $0 $0 $4,228,825 $1,118,178 $544,819 $434,152 $16,697 $3,115,674
Total (%) 0.0% 0.0% 44.7% 11.8% 5.8% 4.6% 0.2% 32.9%

Table 7-10: Allocation of Functionalized Asset Valuation to Cost Causation Components (Values)

Wells $1,433,381 $1,433,381

Pumping $184,555 $131,825 $52, 730

Transmission & Distribution $3,268,916 $1,945,783 $778,313 $544,819 $0 $0 $0
Fire Protection $434,152 $0 $0 $0 $434,152 $0 $0
Customer Service & Billing $16,697 $0 $0 $0 $0 $16,697 $0
General & Admin $3,115,674 $0 $0 $0 $0 $0 $3,115,674
Storage $1,004,970 $717,836 $287,134 $0 $0 $0 $0
Total (%) $9,458,345 $0 $0 $4,228,825 $1,118,178 $544,819 $434,152 $16,697 $3,115,674
Total (%) 0.0% 0.0% 44.7% 11.8% 5.8% 4.6% 0.2% 32.9%
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7.7. Cost Allocation of Revenue Requirement

Table 7-11 shows the revenue requirement by cost component. The operating expenses shown on Line 1 are from
the allocations in Table 7-6. The capital expense allocation shown on Line 2 is calculated by multiplying the capital
revenue requirement from Table 7-1 and the percentage allocations at the bottom of Table 7-9.

General costs are distributed to all cost causation components, other than supply, on a pro rata basis as shown in
Line 4. Supply costs only include direct cost allocations to maintain the actual cost of producing one unit of water
and do not include any distributed General (indirect) cost allocations.

Utilities invest in, and continuously maintain, facilities to provide capacity to meet all levels of water consumption,
including average and peak demand. These costs must be recovered regardless of the amount of water used during a
given period. Peaking costs and water system costs to meet average demand (base delivery costs), are considered
fixed water system costs, but the peak system costs are incurred due to customers that place peak demands on the
system. To balance between affordability and revenue stability, and to recover costs of facilities necessary to
accommodate peak demand of customers that cause the District to incur those costs, it is a common practice that a
portion of the peaking costs are recovered in the monthly service charge, along with customer-related costs and meter-
related costs. As a result, a portion of Max Hour and Max Day (peaking) costs are redistributed to the Meter
component in Line 5 of Table 7-11. Fifty (50) percent of extra-capacity (maximum day and maximum hour) costs
are recovered through the fixed charge component (meter column) and the remaining extra-capacity costs are
recovered through the variable charge component (Max Day and Max Hour columns). This cost recovery approach
allows the District to maintain the existing level of revenues from fixed charges at approximately 34 percent with the
remaining 66 percent from water commodity charges.

The numbers shown in this section of the report are rounded to the nearest dollar and tenth of a percent; therefore,
the calculations shown in the tables of this section may not equal to the precise numbers shown.
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Table 7-11: Revenue Requirement by Cost Component (Cost of Service)

1 Operating Expenses $300,000 $498,842 $671,571 $268,628 $70,044 $362,431 $387,822 $499,972  $3,059,311
2  Capital Expenses $0 $0 $378,043 $99,961 $48,705 $38,812 $1,493 $278,531 $845,544
3  Sub-total Cost of Service $300,000 $498,842 $1,049,614 $368,590 $118,749 $401,243 $389,314 $778,503  $3,904,855
4 Allocation of General Costs $137,403 $289,110 $101,526 $32,709 $110,520 $107,234  ($778,503) $0
5 Allocation of Peaking to Meter ($235,058) ($75,729) $310,787 $0
6 Total Cost of Service $300,000 $636,245 $636,245 $1,338,724 $235,058 $75,729 $822,550 $0  $3,904,855
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7.8. Unit Costs Derivation

The end goal of a cost-of-service analysis is to proportionately distribute the cost components to each user class and
tier. To do so, unit costs for each component must be calculated which starts by assessing the total water demanded
(or equivalent service units) for each cost component. Table 7-12 shows the calculation of additional capacity
required to meet Max Day and Max Hour demands of each customer class and tier. Annual usage (Column A) is
derived from water usage projections for FYE 2022. Daily usage (Column B) is calculated as annual use divided by
365 days. The capacity or peaking factor (Column C) are the customer specific peaking factors derived in Table 7-5.
The total Max Day units of capacity are calculated by multiplying the average daily use (Column B) by the Max Day
peaking factor (Column C) for each class and tier. The extra capacity required to meet Max Day demand (Column
E) is calculated by subtracting the average daily use (Column B) from the total capacity for Max Day (Column D).

For Max Hour demands, the customer-specific peaking factors (Column C) reflect the ratio between the system-
wide Max Day and Max Hour peaking factors to determine the Max Hour peaking factors (Column F) for all
classes and tiers. This is calculated using the following equation:

Max Day peaking factor (Column C) x [System-wide Max Hour peaking factor (Table 7-4) / System-wide Max Day peaking
factor (Table 7-4)]

The total units of capacity for Max Hour demands (Column G) are calculated by multiplying the average daily use
(Column B) by the Max Hour peaking factors (Column F). The extra capacity required for Max Hour demands
(Column H) is equal to the Max Hour total capacity (Column G) less the Max Day total capacity (Column D) (the
incremental units of capacity additional to max day). Demand requirements are detailed by proposed rate class.
Values are rounded to the nearest hcf and may not equal the exact values shown in the table.

Table 7-12: FY 2021-2022 Projected Water Usage by Class
! ! MaxDay _ ____________ MaxHour |

FYE 2022 Daily Capacity Tota! Extra} Capacity Tota! Extra}
Customer Class Annual Usage Factor Capacity Capacity Factor Capacity Capacity
Usage (hcf) (hcf) (hcf/day (hcf/day) (hcf/day (hcf/day)
A B C D E F G

Single Family Residential
Tier 1 112,486 308 1.05 325 17 1.58 487 162
Tier 2 105,185 288 1.29 373 85 1.94 560 187
Tier 3 110,311 302 1.61 486 183 241 728 243
Multiple Units 71,888 197 1.37 271 74 2.06 406 135
Commercial /Public 102,256 280 1.37 319 112 2.06 478 159

Agency

Irrigation 75,493 207 1.54 385 105 2.31 577 192
Total 577,619 1,583 2,158 575 3,236 1,079

Table 7-13 shows the total equivalent meters (discussed in detail in Section 8.3.1) and annual number of bills issued
(discussed in Section 8.3.2). These totals are used as the denominator in developing unit costs for the rate components
of the monthly fixed service charges.

Table 7-13: Derivation of Equivalent Meters

Hydraulic .
Meter Size pul= v Capacity SRElE! Annual Bills
Meter Count Meters
Factor
5/8" 3 0 3 36
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3/4" 1,421 1.00 1,421 17,052

1" 464 1.67 773 5568
15" 72 3.33 240 864
2" 31 5.33 165 372
3" 3 11.67 35 36
4" 8 21.00 168 96
6" 7 43.33 303 84
Total 2,009 3,109 24,108

Utilizing the final cost of service from Error! Reference source not found.Table 7-11 as the numerator and Table
7-12 and Table 7-13 as the denominators allows us to derive unit costs of service in

Table 7-14. The total cost is divided by the respective units of service to calculate the unit cost of each cost component.
For example, the unit cost for the supply component is determined by dividing the total Base cost ($636,245) by total
water use (577,619 hcf) to derive a Base unit cost of $2.32.

Meter costs are divided by total meter equivalencies from Table 7-13 multiplied by 12 monthly bills to determine a
cost per equivalent meter per month; and annual customer costs are divided by the estimated number of annual
monthly bills, also from Table 7-13. The unit costs are used to distribute the cost components to the meter classes,
commodity classes, and Residential commodity tiers.

Table 7-14: Cost Causation Component Unit Cost Calculation

Final Cost of Service ~ $300,000 $636,245  $636,245 $1,338,724  $235,058 $75,729  $822,550 $3,904,855
Units of Service 577,619 577,619 577,619 575 1,079 3,109 24,108
Annual Annual
Unit of Measure hcf hcf hcf hcf/day hcf/day Equivalent Bills
Meters
Unit Cost $0.52 $1.10 $2.32 $408.77 $70.20 $22.05 $20.60

7.9. Distribution of Cost Components to Customer Classes

The final step in a cost-of-service analysis is to distribute the cost components to the customer classes using the unit
costs derived in

Table 7-14. This is the end goal of a cost-of-service analysis and yields the cost to serve each customer class and sub-
class. Table 7-15 shows the derivation of the cost to serve each customer class. The Supply, Groundwater
Management, Base, and peaking (Max Day and Max Hour) cost components are collected through the commodity
(volumetric) charges ($/hcf). Meters, Customer, and 50 percent of Max Day and Max Hour cost components are
collected through the District’s monthly fixed service charge ($/meter/month).

To derive the cost to serve each class, the unit costs from

Table 7-14 are multiplied by the respective units of service for each class (Table 7-12 and Table 7-13). For example,
the base costs for the Multiple Units class are calculated by multiplying the Base unit cost of $2.32 (rounded to the
nearest penny) by the annual Multiple Units use (71,888 hcf) to arrive at a total of $166,611. Similar calculations for
each of the remaining user classes and cost components yield the total cost to serve each user class shown in the
furthest right column of Table 7-15. Note that the total cost of service is equal to the revenue requirement in Table
7-1 as intended. With the cost to serve each user class calculated we can proceed to derive rates to collect the cost to
serve each commodity class, tier, and meter size.
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Table 7-15: Derivation of Cost to Serve Each Class

All Customers $822,550  $496,549 $1,319,099
Single Family Residential
Tier 1 $58,422 $123,902 $260,703 $6,758 $11,397 $461,183
Tier 2 $54,631 $115,861 $243,784  $34,672 $13,092 $462,041
Tier 3 $57,293 $121,507 $255,663 $74,935 $17,042 $526,440
Multiple Units $37,337 $79,184 $166,611 $30,090 $9,497 $322,718
Commercial /
Public Agency $53,109 $112,635 $236,995  $42,802 $13,508 $354,326
Irrigation $39,209 $83,156 $174,968 $45,801 $11,192 $459,048
Total $300,000 $636,245 $1,338,724 $235,058 $75,729 $822,550  $496,549 $3,904,855
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8. Water Rate Design and Derivation

8.1. Existing Rate Structure and Rates

The District’s rate structure has two components: a fixed charge component (monthly service charge) and a variable
volumetric charge component (commodity charge). The monthly fixed service charge is determined based on the
size of the water meter serving a property and increases with meter size. The rates for the current fixed service charge
are shown in Table 8-1.

Table 8-1: Current Monthly Fixed Charges ($/Month)

5/8” $44.07
3/4" $44.07
1" $57.17
11/2" $89.91
2" $129.19
3" $233.97
4" $351.85
6" $679.27

The volumetric component of a customer’s water bill is calculated based on the number of units of water delivered
to a property, measured in hcf, multiplied by the rates that vary by customer class and tier. The current tier widths
and rates are shown in Table 8-2.

Table 8-2: Current Commodity Tiers and Rates ($/hcf)

S Current Tier Current Rate
Definition $/hcf

Single-Family Residential (SFR)

Tier 1 0-7 $4.01
Tier 2 >7 $4.41
Multiple Units Uniform $4.24
Commercial / Public Agency Uniform $4.24
Irrigation Uniform $4.24

8.2. Proposed Rate Structure Changes

Raftelis identified recommended changes over the course of the Study and worked with District staff and with the
District Board of Directors to refine proposed modifications to the rate structures.

Raftelis recommends changes to the rate structures and tier definitions for the commodity charges. The proposal
modifies the two-tiered rate structure for Single Family Residential (SFR) customers to a three-tiered rate structure.
Additionally, Raftelis recommends the same uniform rate for all Multiple Unit, Commercial, and Public Agency
customers and a separate uniform rate for all Irrigation customers. The proposed changes and rationale are detailed
in the following subsections.

8.2.1. SINGLE FAMILY RESIDENTIAL

The only customer class subject to a tiered rate structure is the SFR customer class. However, most of the water use
for SFR customers currently falls into Tier 2. Raftelis recommends retaining the tiered rate structure for SFR
customers with a revised number of tiers and tier definitions to reflect current actual customer demand patterns.
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Tier 1 usage is intended to provide enough water for essential indoor water use needs and to be provided at the most
affordable rate that reflects actual cost of service.!® Tier 2 usage is intended to provide for reasonable outdoor usage
and represents the peak summer use characteristics, on average, of the District’s SFR customers. Tier 3 usage is
designed to capture all large volume, inefficient, and/or excessive usage and is defined as all water use greater than
Tier 2. Note that all water usage projections by customer class and tier utilized in Section 7.8 to develop units of
service are based on the proposed tier definitions.

Table 8-3: Revised Single-Family Residential Tiers

Current Proposed
Proposed SFR Tiers Definition Definition
hcf hcf

Single Family Residential (SFR)

Tier 1 0-7 0-7
Tier 2 >7 7-22
Tier 3 NA >22

8.2.2. UNIFORM CUSTOMER CLASSES (NON-RESIDENTIAL AND IRRIGATION)
The existing structure charges the same uniform rate to all Multiple Unit (Multi-Family Residential or MFR),

Commercial, Public Agency, and Irrigation customers. Due to similar peaking factors between the MFR and
Commercial/Public Agency customer classes, Raftelis recommends the same uniform rate for these customers.
However, Irrigation customers place higher peak demands on the water system, as shown in Table 7-5, and therefore,
Raftelis recommends developing a separate uniform commodity rate for Irrigation customers. This is a modest
change that reflects current customer usage patterns and ensures ongoing equity between the MFR, Commercial,
and Public Agency customers and dedicated Irrigation customers.

8.3. Proposed Monthly Fixed Charges

Utilities invest in and continuously maintain facilities to provide capacity to meet all levels of water consumption,
including peak demand. These costs must be recovered regardless of the amount of water used during a given period.
Peaking costs are generally considered fixed water system costs, although the costs are incurred to accommodate
water users that place peak demands on the system. To balance between affordability and revenue stability, it is a
common practice that some or all peaking costs are recovered in the monthly service charge, along with customer-
related costs and direct meter-related costs. For the District, 50 percent of peaking costs are recovered from the fixed
charge. The remaining 50 percent of peaking costs are recovered by the variable commodity charges, to reflect the
cause of the District incurring those costs, as shown in Table 7-11.

There are two components that comprise the meter based fixed charges: meter servicing costs and customer service
costs. The fixed charge recognizes that even when a customer does not use water in a billing period, the District
incurs fixed costs to operate and maintain the system for each connection.

8.3.1. METER SERVICES COMPONENT

The meter services component collects servicing-related costs and a portion of peaking costs. Larger meters are more
expensive to maintain and replace and have the potential to demand more capacity; in other words, they exert greater
peaking characteristics compared to smaller meters. The potential capacity demanded (peaking) is proportional to
the potential flow through each meter size as established by the safe operating flow rate in gallons per minute (gpm)

15 The 7 hef Tier 1 allotment is based on an assumed 55 gallons per capita per day (GPCD) for essential water use needs
and an average of 3 people per household, rounded up to the nearest whole hcf.
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described in the AWWA Manual M22 — Sizing Water Service Lines and Meters. The capacity in gpm is based on the
types of meters utilized by the District and the corresponding capacity ratings from the AWWA.

To create parity across the various meter sizes, each meter size is assigned a factor relative to a 5/8” or 3/4” meter!s,
which both have a value of 1.00. This establishes the “base” meter size. A given meter size’s capacity ratio relative
to the base (that of a 5/8” or 3/4" meter) determines the meter equivalency. Summation of all meter equivalencies for
a given size yields total equivalent meters. Table 8-4 shows total meter count for each class as well as the
corresponding meter ratio and total meter equivalencies. The total number of equivalent meters is calculated by
multiplying the number of meters of a specific size by their respective capacity ratio.

Table 8-4: Meter Equivalencies Calculation

Equivalent
Meter Size Vil Meter Type Caipeliy; Cappecliy; Meters
Meters (gpm) Ratio :
Capacit
3

5/8" Multi-Jet 1.00

1, 421 Multi-Jet 1.00 1,421
1" 464 Multi-Jet 50 1.67 773
1.5" 72 Multi-Jet 100 3.33 240
2" 31 Multi-Jet 160 5.33 165
3" 3 Turbine Class 1 350 11.67 35
4" 8 Turbine Class 1 630 21.00 168
6" 7 Turbine Class 1 1,300 43.33 303
Total 2,009 3,109

Table 8-5 shows the calculation steps in allocating the meter service costs from the cost of service (

Table 7-14) to the larger meters. The Meter capacity component for larger meters is determined using the AWWA
capacity ratios shown in the “Capacity Ratio” column. Allocating these costs by meter size equitably recovers the
fixed cost of operating the utility across water users.

Table 8-5: Meter Service Charge

8 Capacity Meter

5/8" 1.00 $22.05
3/4" 1.00 $22.05
1" 1.67 $36.75
1.5" 3.33 $73.49
2" 5.33 $117.59
3" 11.67 $257.22
4" 21.00 $463.00
6" 43.33 $955.39

8.3.2. CUSTOMER SERVICE COMPONENT

The customer service component recovers costs associated with meter reading, customer billing and collection, as
well as answering customer service calls. These costs are uniform for all meter sizes and classes as it costs the same
to bill a small meter as it does a large meter and the same for a SFR customer as it does an irrigation customer.

Table 8-6 shows the customer service component calculation. To calculate the customer component Raftelis
divides the total billing and customer service costs from Table 7-14 by the total estimated annual bills (unique

16 Based on discussion with District staff, 5/8” and 3/4" meters are considered equivalents. Any existing 5/8” meters are
legacy meters which will be replaced with 3/4" meters in the future.
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accounts multiplied by 12 billing periods) generated by the District to determine the monthly customer service
charge component.

Table 8-6: Customer Component Calculation

Customer Service Costs $496,549
Annual Bills 24,108
Customer Component (per month) $20.60

Table 8-7 shows the calculation of the proposed FYE 2022 rates for the fixed charges. The meter services component
is the cost per equivalent meter calculated in Table 8-5. The customer component is uniform for all meter sizes. The
meter services component and customer component are added together for each meter size yielding the proposed
charge. All rates are rounded up to the nearest whole penny.

Table 8-7 also includes the current charges to each class and meter size and a comparison of the proposed charges
and current charges in both dollar and percentage terms.

Table 8-7: Calculation of FYE 2022 Cost of Service Meter Charges

Capacity Meter Service Customer Proposed Current D|fference leference
Meter Size
Ratio Component Component Charge Charge

1.00 $22.05 $20.60 $42.65 $44.07 -$1 42 -3%
3/4 1.00 $22.05 $20.60 $42.65 $44.07 -$1.42 -3%
1" 1.67 $36.75 $20.60 $57.35 $57.17 $0.18 0%
15" 3.33 $73.49 $20.60 $94.09 $89.91 $4.18 5%
2" 5.33 $117.59 $20.60 $138.19 $129.19 $9.00 7%
3" 11.67 $257.22 $20.60 $277.82 $233.97 $43.85 19%
4" 21.00 $463.00 $20.60 $483.60 $351.85 $131.75 37%
6" 43.33 $955.39 $20.60 $976.00 $679.27 $296.73 44%

Table 8-8 shows proposed rates for the next five years based on the financial plan developed in Section 4.3. The rates
for the fixed monthly service charges are increased uniformly by a percentage increase in subsequent years — that is,
relative to existing rates — by the selected financial plan of 5 percent per year. All rates are rounded up to the nearest
whole penny.

Table 8-8: Proposed FYE 2022 — FYE 2026 Monthly Service Charges

Proposed Proposed Proposed Proposed Proposed

October 2021 July 2022 July 2023 July 2024 July 2025
5/8" $42.65 $44.79 $47.03 $49.39 $51.86
3/4" $42.65 $44.79 $47.03 $49.39 $51.86
1" $57.35 $60.22 $63.24 $66.41 $69.74
1.5" $94.09 $98.80 $103.74 $108.93 $114.38
2" $138.19 $145.10 $152.36 $159.98 $167.98
3" $277.82 $291.72 $306.31 $321.63 $337.72
4" $483.60 $507.78 $533.17 $559.83 $587.83
6" $976.00 $1,024.80 $1,076.04 $1,129.85 $1,186.35
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8.4. Proposed Commodity Rates
8.4.1. UNIT COST COMPONENT DEFINITIONS

The rates for the commodity charges for each customer class and tier are derived by summation of the unit rates
($/nhcf) for:

1. Supply Costs (Variable Supply Cost Component)
2. Delivery Costs (Base Cost Component)
3. Peaking Costs (Max Day & Max Hour Cost Component not recovered on the meter)

Variable Supply are costs related to the pumping and production of water to meet customer demand. The variable
supply cost forms the foundation of the commodity rates. This component includes costs of groundwater resource
management costs as well as future purchased water costs, described in more detail in the next sub-section.

Delivery are the costs associated with obtaining and treating water to ready it for transmission and distribution, as
well as the operating and capital costs associated with delivering water to all customers at a constant average rate of
use — also known as serving customers under average daily demand conditions. Therefore, base costs recovered
through commodity charges are spread over all units of water uniformly, irrespective of customer class or tier.

Peaking are the costs associated with providing Max Day and Max Hour capacity to each customer class and tier.

8.4.1.1.Variable Supply Rate Component
The variable supply cost is the cost to produce water from the Borrego Valley basin that is delivered to District

customers. Groundwater from the basin is the only source of water supply to meet demand. As part of the Stipulated
Agreement and groundwater allocation to basin water users, the District will be required to acquire additional
permanent water production allocation to serve existing customers in the future. Th initial water rights, or Baseline
Pumping Allocation (BPA), remain constant and the amount of water production allowable to a pumper in any given
year is referred to as the Pumping Allowance. The District’s BPA will decrease in each year from 2,581 acre feet per
year (AFY) to an annual allowance of approximately 645 AFY in 2040. To serve production demand of
approximately 1,440 AFY the District will acquire BPA through land acquisitions when transactions become
available and when terms and conditions are favorable to the District. For this purpose, the District has created the
Water Supply Reserve (previously mentioned in Section 3.1). The District is targeting $300,000 per year of Water
Supply Reserve funding to acquire approximately $2 million in additional BPA on or around FYE 2028.

In identifying the District’s sustainable yield volume (long term BPA) and additional BPA to serve demand, the
groundwater supply is divided into two sources of supply with distinct costs. Table 8-9 shows the unit cost
calculations for the sustainable yield volume (SGMA Allocation) and the future purchased volume (Additional
BPA). The water supply components (Line 2) are based on FYE 2022 projected water supply costs and volume in
acre feet (AF). The percent of total demand served from each source is determined (Line 3) based on the supply
available from each source (Line 2). This percentage is then applied to the total water demand calculated in Table
7-12. Groundwater management costs for each source are determined by multiplying the percentage in Line 4 by the
costs provided by the District (Line 6). Groundwater management costs are spread across all units of water produced.

The annual amount required to fund the Water Supply Reserve is shown in Line 7. This amount is a part of the
District’s total operating costs (Table 4-9) and is added to the cost to supply water units beyond the SGMA allocation
(Line 8). The proportion of water supply costs from each source is determined in Line 9 based on the total water
supply costs. General costs allocated to the groundwater management cost component in Table 7-11 are reallocated
to each source in Line 10 based on the percent of water supply in Line 3. The total water supply revenue requirement
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by source (Line 11) is then calculated by adding the water supply costs in Line 8 and the general costs in Line 10 and
is equal to the sum of the supply and groundwater management costs components shown in Table 7-11. The unit
costs per hcf are calculated by dividing the water supply revenue requirement (Line 11) by the annual water use by
source (Line 4). Water supply costs and availability are used in the water supply unit cost calculation for the
Commodity Charge and reflect the best estimate of long-term annual water supply mix.

Table 8-9: Water Supply Costs ($/hcf)

SGMA Additional

1 Water Supplies

2 Supply (AF) 795 1,440
3 Percent of Supply 45% 55% 100%
4 Annual Water Use by Source (hcf) 258,813 318,806 577,619
5 Water Supply Costs

6 Groundwater Management Costs $223,515 $275,326 $498,842
7 Water Supply Funding $300,000 $300,000
8 Total Water Supply Costs $223,515 $575,326 $798,842
9 Proportion of Water Supply Cost 28% 72% 100%
10  Allocated General Costs $61,566 $75,837 $137,403
11  Water Supply Revenue Requirement $285,081 $651,164 $936,245
12 Unit Cost $1.10 $2.04 $1.62

Given the water available from each source (Table 8-9) and the estimated demand from each class (Table 7-12), the
estimated water available to meet demand from each source is shown in Table 8-10. The supply is allocated in
proportion to the overall demand. The unit rates for variable supply for the inclining tier rate structure are also derived
in Table 8-10. Total costs are determined as the sum-products of the unit costs from Table 8-9 and the water required
in each tier. Note that Tier 2 SFR unit cost represents a blended rate from each source. Also note that the unit cost
is consistent for all user classes with a uniform commodity rate at $1.62/hcf as intended. Unit costs are rounded up
to the nearest whole penny.

Table 8-10: Customer Class Water Supply Allocations

Annual N SGMA Over Supply Unit

Unit Cost of Supply $1.10 $2.04

Single Family Residential 327,982 57% 146,958 181,024 $531,616 $1.62
Tier 1 112,486 34% 112,486 0 $123,902 $1.10
Tier 2 105,185 32% 34,473 70,713 $182,403 $1.73
Tier 3 110,311 34% 0 110,311 $225,311 $2.04

Multiple Units 71,888 12% 32,211 39,677 $116,520 $1.62

Commercial/Public Agency 102,256 18% 45,818 56,438 $165,744 $1.62

Irrigation 75,493 13% 33,826 41,667 $122,365 $1.62

Total 577,619 100% 258,813 318,806 $936,245

8.4.1.2.Delivery (Base) Rate Component
The delivery rate component recovers the costs to supply and deliver water under average daily demand conditions.

Dividing estimated annual usage by total delivery costs from Table 7-15 yields the cost to deliver water during average
conditions. The calculated delivery unit cost is presented in Table 8-11. The delivery rate is uniform for all classes
and tiers since costs are recovered for average use.
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Table 8-11: Water Delivery Unit Cost Calculation

Base Delivery Unit Cost

Variable Supply Costs $1,338,724
Unit of Measure hcf
Units of Service 577,619
Unit Cost $2.32

8.4.1.3.Peaking Rate Component
Peaking costs represent the cost of providing Max Day and Max Hour capacity to each customer class based on the
demand characteristics of each (shown in Table 7-5 and Table 7-12). Table 8-12 combines the Max Day and Max
Hour costs in Table 7-15 into Peaking Costs. These costs are divided by total annual use by class and tier (from Table
7-12) to arrive at the Peaking unit cost for each.

Table 8-12: Peaking Unit Cost by Class and Tier

Customer Class Annual Use Peaking Peaking Unit
hcf Costs Cost ($/hcf

Single Family Residential

Tier 1 112,486 $18,155 $0.16
Tier 2 105,185 $47,765 $0.45
Tier 3 110,311 $91,977 $0.83
Multiple Units 71,888 $39,587 $0.55
Commercial/Public Agency 75,493 $56,993 $0.75
Irrigation 102,256 $56,310 $0.55

8.4.1.4.Final Commodity Rate Derivation
To determine the rates for the commodity charge, the three rate components described above are added together.
The resulting summation constitutes the final rates. The cost-of-service rates, inclusive of the first-year revenue
adjustment of 5 percent, are shown in bold in Table 8-13. Rates are rounded up to the nearest whole penny.

Table 8-13: Proposed FYE 2022 Commodity Rates

Tier Base Proposed Current Difference
Class Definition Supply Delivery Peaking Rate Rate ($/hcf)
hcf $/hcf $/hcf

Single Family Residential

Tier 1 $1.10 $2.32 $0.16 $3.59 $4.01 ($0.42)
Tier 2 22 $1.73 $2.32 $0.45 $4.51 $4.41 $0.10
Tier 3 >22 $2.04 $2.32 $0.83 $5.20 $4.41 $0.79
Multiple Units Uniform $1.62 $2.32 $0.55 $4.49 $4.24 $0.25
Commercial/Public Agency Uniform $1.62 $2.32 $0.55 $4.49 $4.24 $0.25
Irrigation Uniform $1.62 $2.32 $0.75 $4.70 $4.24 $0.46

Table 8-14 shows proposed commodity rates for the Study period. The commodity rates are increased in each future
year by the annual revenue adjustment of 5 percent. All rates in each year are rounded up to the nearest whole penny.
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Table 8-14: Proposed FYE 2022 — FYE 2026 Commodity Rates ($/hcf)

Eleas Proposed Proposed Proposed Proposed Proposed
October 2021 July 2022 July 2023 July 2024 July 2025

Single Family Residential

Tier 1 $3.59 $3.77 $3.96 $4.16 $4.37
Tier 2 $4.51 $4.74 $4.98 $5.23 $5.50
Tier 3 $5.20 $5.46 $5.74 $6.03 $6.34
Multiple Units $4.49 $4.72 $4.96 $5.21 $5.48
Commercial/Public Agency $4.49 $4.72 $4.96 $5.21 $5.48
Irrigation $4.70 $4.94 $5.19 $5.45 $5.73

8.5. Customer Impacts

The rate model calculates water customer impacts for all classes and meter sizes. Customer impacts from the
proposed FYE 2022 rates are presented below for each class.

Figure 8-1 shows bills for SFR customers with a 3/4" meter at different levels of use. A 3/4" meter is the most
common SFR meter size. Bills are calculated at current rates and tiers and compared to proposed rates and tiers. The
figure shows the percentage and dollar change between current and proposed rates and tiers. The levels of use shown
represent bills from low water use to above average water use. 12 hcf, 15 hcf, and 22 hcf represent average winter,
annual average, and peak summer consumption, respectively.

Figure 8-1: Bill Impacts — SFR

SFR Monthly Bill Impacts at Various Usage Levels - 3/4" Meter
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B Proposed $72.29 $90.33 $103.86 $135.43 $177.03
Impact ($) -$4.26 -$3.86 -$3.56 -$2.86 $3.46
Impact (%) -5.6% -4.1% -3.3% -2.1% 2.0%

Figure 8-2 shows bills for multiple unit customers with a 1 2” meter at different levels of use. A 1 %2” meter is the
most common meter size for this customer class. Bills are calculated at current rates and compared to proposed rates.
The levels of use shown represent bills from average winter, annual average, and peak summer consumption,
respectively. The figure shows the percentage and dollar change between current and proposed rates.
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Figure 8-2: Bill Impacts — Multiple Units

Multiple Units Monthly Bill Impacts at Various Usage Levels - 1 1/2" Meter
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Figure 8-3 shows bills for commercial or public agency customer with a %” meter at different levels of use. A ¥%”
meter is the most common size for the commercial/public agency customer class. Bills are calculated at current rates
and compared to proposed rates. The levels of use shown represent bills from average winter, annual average, and
peak summer consumption, respectively. The figure shows the percentage and dollar change between current and
proposed rates.
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Figure 8-3: Bill Impacts — Commercial / Public Agency
Commercial/Public Agency Monthly Bill Impacts at Various Usage Levels - 3/4" Meter
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Figure 8-4 shows bills for Irrigation customers with a 1 %2” meter at different levels of use. A 1 %2” meter is the most
common meter size for this customer class. Bills are calculated at current rates and compared to proposed rates. The
levels of use shown represent bills from average winter, annual average, and peak summer consumption, respectively.
The figure shows the percentage and dollar change between current and proposed rates.
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Figure 8-4: Bill Impacts — Irrigation
Irrigation Monthly Bill Impacts at Various Usage Levels- 1 1/2" Meter
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9. Wastewater Cost of Service Analysis

9.1. Methodology

This section of the report details the cost-of-service analysis and rate calculation process to determine the proposed
wastewater rates. The goal of this process is to determine the cost of providing wastewater service to each of the
District’s wastewater customer classes and to ensure equity and fairness among the various classes.

The cost-of-service analysis utilized to develop the wastewater rates follows the guidelines for allocating costs
outlined in the WEF Manual No. 27. The cost-of-service analysis and rate design process consists of the following
major steps:

1. Determine the revenue requirement, equal to the revenue to be recovered from rates.

2. Conduct a treatment plant mass balance analysis to estimate the flows and strength characteristics of
wastewater generated.

3. Functionalize O&M expenses and capital assets into functional categories such as collection, treatment,
lift, and customer service.

4. Allocate each functional category into cost components such as wastewater flow and strength, which
includes biochemical oxygen demand (BOD) and total suspended solids (TSS).

5. Develop customer class characteristics and units of service by cost component.

6. Calculate the cost component unit rates by dividing the total cost in each cost component by the total units
of service for that component. For example, wastewater flow is measured in hcf and BOD and TSS are
measured in pounds (Ibs) per year.

7. Calculate the cost for each customer class by multiplying the unit cost by the units of service for each
customer class.

9.2. Revenue Requirement

Table 9-1 shows the FYE 2022 revenue requirement. The revenue requirement represents all O&M and capital and
is equal to the cost-of-service to be recovered through rates. The O&M revenue requirement includes costs directly
related to the collection and treatment of wastewater, as well as routine maintenance of system facilities. The Capital
revenue requirement includes costs directly related to funding the capital program and debt service obligations
associated with capital re-investment.

The rate revenue offsets are miscellaneous, non-rate revenues, that are accounted for to determine the net amount
required to be recovered from rates. The annual reserve funding adjustment is equal to the net cash change for FYE
2022 in Table 5-13, which represents the amount by which the reserves are increasing during the test year. The
annualized rate increase adjustment represents the remaining required revenue adjustment in the test year (cash
balances to fund the capital program and reserves based on adopted policies). As discussed previously in Section 5.3,
there is no revenue adjustment proposed for FYE 2022. To arrive at the Operating, Capital, and total revenue
requirements, revenue offsets (non-rate revenues) are subtracted from, and adjustments are added back to, the sub-
total revenue requirement for each category (represented here as columns). The resulting calculation is the total
revenue required from rates. This total is the annual amount that monthly wastewater charges are designed to collect.
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Table 9-1: FYE 2022 Revenue Required from Wastewater Rates

Operating Expenditures $447,280 $0 $447,280
Debt Service $0 $24,847 $24,847
Subtotal Revenue Requirements $447,280 $24,847 $472,127
Revenue Offsets

Interest $0 $6,184 $6,184
Total Revenue Offsets $0 $6,184 $6,184

Adjustments

Adjustments to Annual Cash Balance $0 ($117,626) ($117,626)
Adjustments to Annualize Rate Increase $0 $0 $0
Total Adjustments $0 ($117,626) ($117,626)
COS to be Recovered from Wastewater Rates $447,280 $136,289 $583,569

9.3. Plant Mass Balance

The second step of the cost-of-service analysis is to conduct a plant mass balance analysis. The plant mass balance
analysis is used to estimate and validate the wastewater loadings (flow and strength) generated by each customer
class. While wastewater discharged into the District’s sewers is not metered when it enters the wastewater system,
the total amount of flow and strength entering the treatment plant is a known quantity. The quantity entering the
wastewater system is called total plant influent. District staff provided the total plant influent and wastewater
strength assumptions for FYE 2019 as shown in Table 9-2. Customer strengths are estimated according to industry
accepted standards. Flow is measured in gallons per year and converted to hcf per year. BOD and TSS are
measured in milligrams per liter (mg/L) and converted to pounds per year (Ibs/year).

Table 9-2: FYE 2019 Total Plant Influent

Flow BOD TSS Flow BOD
gallons m/L m/L hcf Ibs/year Ibs/ ear

Total Plant Influent 28,268,320 37,789 79,738 64,168

A cost-of-service analysis requires that costs be assigned to customers in proportion to their loadings. As discussed
in Section 5.1.1, the District’s wastewater customers are divided into different service areas (SA1, SA2, and SA5)
and are charged per Equivalent Dwelling Unit (EDU). One EDU is equivalent to the discharge of a typical sing-
family home and, therefore, each EDU connected to the wastewater system is assumed to contribute the same
volume of wastewater flow with similar strength. Wastewater flows per EDU can be estimated as shown in Table
9-3 by dividing the total plant influent (Table 9-2) by the total number of EDUs connected to the wastewater
system, and then dividing by 365 days per year. The result is the average gallons per day (gpd) of wastewater
generated per EDU. No changes or updates to the EDU definition is proposed in this study.

Table 9-3: Wastewater Flow per EDU

Total Plant Influent (gallons) 28,268,320
+ EDUs Connected to Wastewater System 895
+ Days per Year 365
Estimated Wastewater Flow (gpd) per EDU 86.5
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Using the estimated wastewater flow per EDU in Table 9-3 and the strength assumptions provided by the District
in Table 9-2, the total annual units of flow and strength for each service area can be determined for the test year
FYE 2022 using the projected number of EDUs connected to the system (as shown in Table 5-2). The total flow is
calculated by multiplying the number of EDUs by the flow per EDU (in gpd) times 365 days. Total flow is
measured in gallons per year and converted to hcf per year. BOD and TSS are measured in milligrams per liter and
converted to pounds per year. Note that because they are not yet connected to the wastewater system, SA2 EDU
Holders do not contribute to wastewater system flows or strength.

Table 9-4: FYE 2022 Plant Balance Analysis

. Flow/EDU Flow BOD TSS Flow BOD TSS

SA1l 261 86.5 8,243,311 338 272 11,020 23,252 18,712
SA2 EDU Holder 550

SA2 EDU User 352 86.5 11,123,874 338 272 14,870 31,378 25,251
SA5 156 86.5 4,933,729 338 272 6,595 13,917 11,199
Borrego Springs Resort (SA5) 105 86.5 3,316,395 338 272 4,433 9,355 7,528
Total 1,424 27,617,309 36,919 77,901 62,690

9.4. O&M Expense Functionalization

District staff provided the allocation of budgeted O&M expenses shown in Table 5-6 by function. Table 9-5 shows a
summary of the functionalization of District O&M expenses for the test year FYE 2022. A detailed version of the
functionalized wastewater expenses is provided in Appendix C. Functionalizing O&M expenses follows the
principles of rate setting set forth in the WEF MOP No. 27 and allows for allocation of O&M to cost causation
components. Note that the total functionalized O&M expenses are equal to the O&M expenses shown in Table 9-1
and Table 5-6.

Table 9-5: Functionalization of O&M Expenses

Cost Function O&M Expenses by Function ($)

Collection $88,779
Treatment $219,563
Lift $2,602
Billing & Customer Service $59,326
Admin. & General $77,010
Total $447,280

9.5. Allocation of Functionalized Expenses to Cost
Components

After functionalizing expenses, the next step is to allocate the functionalized expenses to cost causation
components. The functionalization of costs allows us to better allocate the functionalized costs to the cost
causation components. The cost causation components include:

1. BOD costs are the costs associated with treating the organic compounds in wastewater. Higher strength
wastewater is more costly to treat.

2. TSS costs are costs associated with treating the suspended solids in wastewater. Higher levels of suspended
solids are also more costly to treat.

3. Lift costs are costs associated with wastewater lift stations, as District customers in specific service areas
require elevation pumping to move wastewater through the collection system to the treatment facilities.
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4. Customer costs are associated with customer service and billing.

5. Fixed costs are those costs that do not change with respect to the amount of wastewater flow generated (in
hcf) or the strength of the wastewater. An example of fixed costs would be costs associated with the
wastewater collection system and general administrative costs.

Table 9-6 and Table 9-7 show the allocation basis for O&M expenses in percentages and dollars, respectively. The
top row of Table 9-6 shows the cost causation components and the left-most column shows the cost functions, equal
to that shown in Table 9-5. The numbers shown in this section of the report are rounded to the nearest dollar and
tenth of a percent; therefore, the calculations shown in the tables of this section may not equal to the precise numbers
shown due to within the tables.

Collection system costs are allocated between the Lift and Fixed cost components based on the percentage of the
wastewater system assets that are associated with lift stations. Treatment costs are allocated proportionally between

the strength components, BOD and TSS.

Table 9-6: Allocation of Functionalized O&M Expenses to Cost Causation Components (%)

Collection $88,779 14.2% 85.8%
Treatment $219,563 50.0% 50.0%

Lift $2,602 100.0%

Billing & Customer Service $59,326 100.0%

General $77,010 100.0%
Total (%) $447,280 $109,782 $109,782 $15,173 $59,326 $153,217
Total (%) 25% 25% 3% 13% 34%

Table 9-7: Allocation of Functionalized O&M Expenses to Cost Causation Components (Values)

Collection $88,779 $0 $12,572 $0 $76,208
Treatment $219,563 $109,782 $109,782 $0 $0 $0

Lift $2,602 $0 $0 $2,602 $0 $0
Billing & Customer Service $59,326 $0 $0 $0 $59,326 $0
General $77,010 $0 $0 $0 $0 $77,010
Total ($) $447,280 $109,782 $109,782 $15,173 $59,326 $153,217
Total (%) 25% 25% 3% 13% 34%

0.6. Asset Functionalization

Table 9-8 presents the functionalization of the District’s wastewater system asset base. Each asset category from the
master asset schedule is assigned to one of the cost functions. The column furthest right in Table 9-8 shows the total
asset valuation by category. Assets are shown valued at replacement cost less depreciation (RCLD).

Table 9-8: Functionalization of System Assets

Asset Category Cost Function b Fﬁii?itgn $

Collection Lift & Fixed $2,741,638
Treatment BOD & TSS $1,440,585
Billing & Customer Service Customer $474,102
General Fixed $2,947
Total $4,659,271
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9.7. Allocation of Functionalized Assets to Cost Components

Like the O&M cost allocation, the District’s functionalized capitalized assets are allocated to the same cost
components, which are representative of future project costs. Capital costs are allocated by the asset base of the
wastewater system in recognition that assets need to be refurbished and replaced over time. Correspondingly, capital
expenses over time should correlate to the asset base and mix of infrastructure. This ensures that the allocations to
the cost causation components, and ultimately the rates, remain relatively stable over time. Table 9-9 and Table 9-10
show the functionalized assets allocated to the cost components in both dollar and percentage terms. The numbers
shown in this section of the report are rounded to the nearest dollar and tenth of a percent; therefore, the calculations
shown in the tables of this section may not equal to the precise numbers shown.

Table 9-9: Allocation of Functionalized Asset Valuation to Cost Causation Components (%)

Collection $2,741,638 14.2% 85.8%
Treatment $1,440,585 50.0% 50.0%

Billing & Customer Service $474,102 100.0%

General $2,947 100.0%
Total ($) $4,659,271 $720,292 $720,292 $388,231 $474,102 $2,356,353
Total (%) 15% 15% 8% 10% 51%

Table 9-10: Allocation of Functionalized Asset Valuation to Cost Causation Components (Values)

__
Collection $2,741,638 $0 $388,231 $0 $2,353,407
Treatment $1,440,585 $720,292 $720,292 $0 $0 $0
Billing & Customer Service $474,102 $0 $0 $0 $474,102 $0
General $2,947 $0 $0 $0 $0 $2,947
Total (%) $4,659,271 $720,292 $720,292 $388,231 $474,102 $2,356,353
Total (%) 15% 15% 8% 10% 51%

9.8. Unit Cost Components

Table 9-11 shows the wastewater service units by cost component, which are from the plant mass balance analysis
(Table 9-4). SA2 EDU Holders (Line 2) are not yet connected to the wastewater system, therefore, no units of
service are shown for this customer class for BOD, TSS, and Lift. SA2 EDU Users (Line 3) and SA5 customers
(Lines 4 and 5) contribute wastewater flows to the system that must be pumped up to a higher elevation (lifted) to
the wastewater treatment plant; therefore, only these customer classes have units of service for the Lift cost
component. Annual EDUs are calculated in the column on the far right by multiplying the number of EDUs for
each service area by twelve months.

Table 9-11: Wastewater Service Units by Cost Components

BOD Lift Annual
T S P e I T

1 23,252 18,712 261 3,132
2 SA2 EDU Holder Only 550 6,596
3 SA2 EDU User (Holder and User) 31,378 25,251 14,870

4 SA5 13,917 11,199 6,595 156 1,874
5 Borrego Springs Resort (SA5) 9,355 7,528 4,433 105 1,260
6 Total 77,901 62,690 25,899 1,072 12,862

Table 9-12 shows the revenue requirement by cost component. The operating expenses shown on Line 1 are from
the allocations in Table 9-6. The capital expense allocation shown on Line 2 is calculated by multiplying the capital
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revenue requirement from Table 9-1 and the percentage allocations at the bottom of Table 9-9. The total cost of
service for each cost component (Line 3) is divided by the units of service (Line 5) derived from Table 9-11,
resulting in the unit cost per cost component (Line 7).

Table 9-12: Revenue Requirement by Cost Component

|__| CostofService | ____BOD | 7SS | _Lift | Customer | _Fixed | _Total |

1 Operating Expenses $109,782 $109,782 $15,173 $59,326  $153,217 $447,280
2  Capital Expenses $21,069 $21,069 $11,356 $13,868 $68,926 $136,289
3 Total Cost of Service $130,851 $130,851 $26,530 $73,194  $222,144 $583,569
4
5  Units of Service 77,901 62,690 25,899 12,862 12,862
6  Unit of Measure BOD TSS Lift Flow Annual Annual

(Ibs/year) (Ibslyear) (hcf) EDUs EDUs
7 Unit Cost $1.68 $2.09 $1.02 $5.69 $17.27

9.9. Distribution of Cost Components to Customer Classes

The final step in a cost-of-service analysis is to distribute the cost components to the customer classes using the unit
costs derived in Table 9-12. This is the end goal of a cost-of-service analysis and yields the cost to serve each customer
class. Table 9-13 shows the derivation of the cost to serve each customer class.

To derive the cost to serve each class, the unit costs from Table 9-12 are multiplied by the respective units of service
for each class (Table 9-11). For example, the BOD costs for SA1 are calculated by multiplying the BOD unit cost of
$1.68 (rounded to the nearest penny) by the annual BOD strength (23,252 Ibs/year) to arrive at a total of $39,057.
Similar calculations for each of the remaining user classes and cost components yield the total cost to serve each user
class shown in the furthest right column of Table 9-13. Note that SA2 EDU Holders are allocated fixed wastewater
collection system and customer billing costs, while SA2 EDU Users are allocated the costs to transport and treat
wastewater at the treatment plan. The total cost of service is equal to the revenue requirement in Table 9-1 as
intended. With the cost to serve each user class calculated we can proceed to derive rates to collect the cost to serve
each customer class.

Table 9-13: Derivation of Cost to Serve Each Class

SAl $39,057 $39,057 $0 $17,823 $54,092 $150,029
SA2 EDU Holder $0 $0 $0 $37,534 $113,915 $151,448
SA2 EDU User $52,705 $52,705 $15,232 $0 $0 $120,642
SA5 $23,376 $23,376 $6,756 $10,667 $32,375 $96,550
Borrego Springs Resort (SA5) $15,713 $15,713 $4,541 $7,170 $21,762 $64,900
Total $130,851 $130,851 $26,530 $73,194  $222,144 $583,569
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10. Wastewater Rate Design and
Derivation

10.1. Existing Rate Structure and Rates

The District provides wastewater service to three separate Service Areas (SAs). These areas are: SA1, SA2, and SAS.
All sewer users pay a monthly fixed charge per EDU that varies depending on the service area.

The District assesses two separate charges on sewer customers in SA2. SA2 customers consist of SA2 EDU Holders
and SA2 EDU Users. SA2 EDU Holders are customers that have not yet connected to the sewer system. SA2 EDU
Users, those connected to and using the sewer system, pay the sum of both the Holder and User charge. Borrego
Springs Resort (BSR) in SA5 also pays a variable volumetric charge per unit of water used in addition to a monthly
fixed charge. The existing rate structure for wastewater customers is shown in Table 5-1.

Table 10-1: Current Wastewater Charges ($/Month/EDU)

Customer Class Current Charge

SA1 $45.37
SA2 EDU Holder $28.97
SA2 EDU User $23.79
SA5 $52.76
BSR Fixed Charge $28.97
BSR Variable Charge ($/hcf) $2.13

10.2.Proposed Rate Structure Changes

Raftelis identified recommended changes over the course of the Study and worked with District staff and with the
District Board of Directors to refine proposed modifications to the rate structures.

Raftelis recommends revisions to the existing rate structure for BSR. It is recommended that the District recovers the
cost to serve this customer class through a fixed monthly charge per EDU and eliminates the volumetric charge per
hcf of water use.

10.3.Rate Calculation & Proposed Rates

Table 10-2 shows the rate calculation for the District’s proposed wastewater rates for the FYE 2022 test year. The
rate for each component was calculated by dividing the cost to serve each customer class (derived in Table 9-13) by
the number of EDUs for each service area (from Table 9-4) divided by 12 billing periods. For example:

Monthly SA1 BOD charge = SA1 BOD cost of service / SA1 EDUs / 12 billing periods
To determine the total proposed charge, the five rate components are added together. The resulting summation

constitutes the final rates. The final rates are rounded up to the nearest whole penny. Note that the rate for BSR is
the same as for other EDUs in SAS.
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Table 10-2: Calculation of FYE 2022 Wastewater Charges

: . Proposed Charge
s o

SA1 $12.47 $12.47
SA2 EDU Holder $12.47 $12.47
SA2 EDU User $0.00 $0.00
SA5 $12.47 $12.47
BSR $12.47 $12.47

$0.00
$3.60
$0.00
$3.60
$3.60

$5.69
$5.69
$5.69
$0.00
$5.69

$17.27
$17.27
$17.27

$0.00
$17.27
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$47.91
$22.97
$28.55
$51.51
$51.51

Table 10-3 shows proposed rates for the next five years based on the financial plan developed in Section 5.3. The
rates for the fixed monthly service charges are increased uniformly by a percentage increase in subsequent years —
that is, relative to existing rates — by the selected financial plan of 4 percent per year. There is no revenue increase in
the first year (October 2021). Changes to rates simply reflect the updated cost of service allocations and the

modification of the BSR rate structure. All rates are rounded up to the nearest penny.

Table 10-3: Proposed Monthly Wastewater Charges (FYE 2022-2026)

Proposed Proposed
Customer Class October 2021 Jul

SA1 $47.91
SA2 EDU Holder $22.97
SA2 EDU User $28.55
SA5 $51.51
BSR (SA5) $51.51

10.4.Customer Impacts

2022

$49.83
$23.89
$29.70
$53.58
$53.58

Proposed
2023

$51.83
$24.85
$30.89
$55.73
$55.73

Proposed
July 2024

$53.91
$25.85
$32.13
$57.96
$57.96

Proposed

2025
$56.07
$26.89
$33.42
$60.28
$60.28

The rate model calculates wastewater customer impacts for each service area. Customer impacts from the proposed

new rates are presented below.

Figure 10-1 shows bills for customers in each service area. Bills are calculated at current rates and compared to

proposed rates. The figure shows the percentage and dollar change between current and proposed rates.
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Figure 10-1: Bill Impacts — SA1, SA2, & SA5

Monthly Bill Impacts for Sewer Customers - SA1, SA2, & SA5
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Detailed Water Capital Improvement Plan

72

Water Capital Projects % Water FYE 2021 FYE 2022 FYE2023 FYE2024 FYE2025 FYE 2026 FYE 2027 FYE 2028 FYE 2029 FYE 2030
Existing Bond Projects
De Anza Pipeline Replacement Project 100% $430,000 S0 S0 S0 S0 S0 S0 S0 S0 S0
Replacement Well #2 ($250,000 DWR Grant Approved for 20-21) 100% $1,250,000 S0 S0 S0 S0 S0 S0 S0 S0 S0
Fire Hydrant Replacement 100% S0 S0 S0 S0 S0 S0 S0 S0 S0 S0
Subtotal Existing Bond Projects $1,680,000 ] S0 i) 1] S0 ] ] i) S0
Future Bond Projects
Borrego Springs Road Pipeline Replacement 100% S0 S0 S0 S0 $862,000 S0 S0 S0 S0 S0
Sun Gold Pipeline Replacement 100% S0 S0 S0 S0 S0 $1,711,500 S0 S0 S0 S0
Deep Well Pipeline Replacement 100% S0 S0 S0 S0 S0 S0 $2,225,000 S0 S0 S0
West and East Star Road Pipeline Replacement 100% S0 S0 S0 S0 S0 S0 S0 $450,000 S0 S0
Country Club Tank Recoating, 1999 1.0 MG 100% S0 S0 S0 S0 S0 S0 S0 S0 $250,000 S0
Water Treatment Facility (phase 1) 100% S0 S0 S0 S0 S0 S0 S0 S0 S0 $900,000
Water Treatment Facility (phase 2) 100% S0 S0 S0 S0 S0 S0 S0 S0 S0 S0
New production well 100% S0 S0 S0 S0 S0 S0 S0 S0 S0 S0
Solar *Updated to convert approximately 85% of BWD Wells to Solar 100% S0 S0 S0 S0 S0 S0 S0 S0 S0 S0
Well 5 Transmission Main Project 100% S0 S0 30 S0 S0 S0 S0 S0 S0 S0
Club Circle Water and Sewer Pipeline Replacement Project 44% S0 S0 S0 S0 o) S0 S0 $0  $1,000,000 S0
Projected Water Supply Costs 100% S0 S0 S0 ] S0 S0 S0 S0 S0 S0
Subtotal Future Bond Projects S0 S0 S0 i) $862,000 $1,711,500 $2,225,000 $450,000 $1,250,000 $900,000
Grant Funded Projects
Replace Twin Tanks (90% Grant, 10% Cash) 100% S0 $630,000 S0 S0 S0 S0 S0 S0 S0 S0
Replace Wilcox Diesel Motor (90% Grant, 10% Cash) 100% S0 $75,000 $S0 S0 S0 S0 S0 S0 S0 S0
Replace Indianhead Reservoir (90% Grant, 10% Cash) 100% S0 $420,000 sb‘ S0 S0 S0 S0 S0 S0 S0
Rams Hill #2, 1980 galv. 0.44 MG recoating (90% Grant, 10% Cash) 100% S0 $554,040 S0 S0 $a S0 S0 S0 S0 S0
Subtotal Grant Funded Projects $0 $1,679,040 S0 ] S0 i) $0 ] ] S0
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Water Capital Projects % Water FYE 2021 FYE 2022 FYE 2023 FYE 2024 FYE 2025 FYE 2026 FYE 2027 FYE 2028 FYE 2029 FYE 2030
Cash Reserve Funded Projects
Bending Elbow Pipeline Project 100% S0 $380,000 S0 S0 S0 S0 S0 S0 S0 S0
El Tejon Road Pipeline Project 100% ol S0 S0 S0 S0 $140,000 S0 S0 S0 S0
Flying H Road Pipeline Project 100% S0 S0 $137,500 S0 Nl S0 S0 S0 S0 S0
Walking H/Double O Road Pipeline Project 100% S0 $200,000 S0 S0 S0 S0 S0 S0 S0 SO
ID-5 Well VFD 100% S0 S0 S0 $150,000 S0 S0 S0 S0 S0 S0
Replace and upgrade Booster Pump Station 5 100% SO SO S0 SO $100,000 S0 S0 S0 S0 S0
SCADA replacement 100% $100,000 S0 S0 S0 S0 S0 S0 S0 S0 S0
Facilities Maint - Office 85% $12,750 $17,000 S0 SO S0 S0 S0 S0 S0 S0
Water Treatment Facility (phase 2) 100% S0 S0 S0 S0 S0 S0 S0 S0 $250,000 S0
Program Engineering/Construction Management Consulting 100% $25,000 $40,000 $41,200 $42,436 $43,709 $45,020 $46,371 $47,762 $49,195 $50,671
Emergency System repairs 100% $60,000 $60,000 $60,000 $60,000 $60,000 $60,000 $60,000 $60,000 $60,000 $60,000
Replace Twin Tanks (90% Grant, 10% Cash) 100% S0 $70,000 S0 S0 S0 S0 S0 S0 S0 S0
Replace Wilcox Diesel Motor (90% Grant, 10% Cash) 100% S0 $8,333 S0 Nl S0 Mol S0 S0 S0 S0
Replace Indianhead Reservoir (90% Grant, 10% Cash) 100% S0 $46,667 S0 S0 Mol S0 S0 SO S0 SO
Rams Hill #2, 1980 galv. 0.44 MG recoating (90% Grant, 10% Cash) 100% ol $61,560 Mol Mol Mol S0 S0 S0 S0 S0
Subtotal Cash Reserve Funded Projects $197,750 $883,560 $238,700 $252,436 $203,709 $245,020 $106,371 $107,762 $359,195 $110,671
Short Lived Assets
WELLS
ID1-8, 125 Hp - Well out of service life 100% S0 $60,000 S0 S0 S0 S0 S0 S0 S0 S0
ID-1 Well 12 pump and casing/cleaning 100% S0 S0 Mol S0 S0 $165,000 S0 S0 S0 S0
ID-116 100% S0 $165,000 S0 S0 S0 S0 S0 $100,000 S0 S0
1D4-11, 200 Hp 100% $165,000 S0 S0 S0 S0 S0 $100,000 S0 S0 S0
1D4-18 - make a monitoring well 100% S0 $10,000 S0 S0 S0 S0 S0 S0 S0 S0
Other Well Rehabilitation 100% S0 S0 S0 S0 S0 S0 S0 SO $100,000 S0
TANKS
Reservoir cleaning/video inspection 100% $35,000 S0 S0 $37,000 S0 S0 $38,000 S0 S0 S0
EQUIPMENT
Emergency Generator Mobile Trailer 100% $25,000 S0 S0 Mol S0 S0 S0 S0 S0 S0
Mini Excavator 85% S0 $85,000 S0 S0 S0 S0 S0 SO S0 SO
Valve Exercise Machine 100% $80,000 Mol Mol Mol Mol Mol S0 S0 S0 S0
Track skid steer 85% S0 $106,250 S0 S0 S0 S0 S0 S0 S0 S0
Pickup 85% $34,000 S0 S0 S0 $38,250 S0 S0 $63,750 S0 S0
Subtotal Short Lived Assets $339,000 $426,250 S0 $37,000 $38,250 $165,000 $138,000 $163,750 $100,000 S0
Total Water Capital Projects $2,216,750 $2,988,850 $238,700 $289,436 $1,103,959 $2,121,520 $2,469,371 $721,512 $1,709,195 $1,010,671

86



Detailed Wastewater Capital Improvement Plan

74

Wastewater Capital Projects % Wastewater  FYE 2021 FYE 2022 FYE 2023 FYE 2024 FYE 2025 FYE 2026 FYE 2027 FYE 2028 FYE 2029  FYE 2030
Existing Bond Projects
18-inch Gravity Sewer Main along Borrego Springs Road 100% $410,000 S0 S0 S0 S0 S0 S0 S0 S0 $0
Subtotal Existing Bond Projects $410,000 i) $0 S0 i) i) S0 S0 i) $0
Future Bond Projects
Borrego Springs Road Pipeline Replacement 0% S0 S0 S0 S0 S0 5] $0 S0 S0 $0
Sun Gold Pipeline Replacement 0% S0 S0 S0 S0 S0 5] S0 S0 S0 $0
Deep Well Pipeline Replacement 0% $0 $0 $0 S0 $0 $0 $0 S0 $0 $0
West and East Star Road Pipeline Replacement 0% S0 $0 $0 S0 $0 S0 $0 S0 $0 $0
Country Club Tank Recoating, 1999 1.0 MG 0% S0 $0 $0 S0 $0 S0 $0 S0 $0 $0
Water Treatment Facility (phase 1) 0% S0 S0 S0 S0 S0 S0 $0 S0 $0 $0
Water Treatment Facility (phase 2) 0% $0 $0 $0 S0 S0 $0 $0 S0 $0 $0
New production well 0% $0 $0 $0 S0 $0 $0 $0 S0 $0 $0
Solar *Updated to convert approximately 85% of BWD Wells to Solar 0% S0 S0 $0 S0 S0 S0 $0 S0 $0 $0
Well 5 Transmission Main Project 0% $0 $0 ) S0 $0 ) $0 S0 $0 $0
Club Circle Water and Sewer Pipeline Replacement Project 56% S0 S0 S0 S0 S0 S0 S0 S0 $1,286,000 S0
Projected Water Supply Costs 0% S0 S0 $0 S0 S0 $0 $0 $0 S0 $0
Subtotal Future Bond Projects $0 $0 $0 $0 $0 $0 $0 $0  $1,286,000 $0
Grant Funded Projects
Plant-Grit removal at the headworks-(Prop 1 grant) 100% $214,000 S0 S0 S0 S0 5] $0 S0 S0 $0
Clarifyer Upgrade/Rehabilitation -(Prop 1 Grant) 100% $240,000 $0 $0 S0 $0 $0 $0 S0 $0 $0
Subtotal Grant Funded Projects $454,000 $0 $0 $0 S0 $0 $0 $0 S0 $0
Cash Reserve Funded Projects
Manhole Replacements/Refurbishment 100% $43,000 $45,150 $47,408 $49,778 $52,267 $54,880 $57,624 $60,505 $63,531 $66,707
Install Oxygen Injection System 100% $20,000 S0 S0 S0 S0 S0 $0 S0 S0 $0
Engineering/Construction Management Consulting 100% $18,000 $18,540 $19,096 $19,669 $20,259 $20,867 $21,493 $22,138 $22,802 $23,486
Facilities Maint - Office 15% $2,250 $3,000 S0 S0 S0 S0 $0 S0 S0 S0
Subtotal Cash Reserve Funded Projects $83,250 $66,690 $66,504 $69,447 $72,526 $75,747 $79,117 $82,643 $86,332 $90,193
Short Lived Assets
WASTEWATER TREATMENT FACILITY
Clarifier Maintenance 100% S0 S0 $25,000 S0 S0 $25,000 S0 S0 $25,000 S0
RAS pumps 100% S0 $60,000 S0 S0 S0 S0 S0 S0 S0 S0
Lift Station Pumps 100% S0 $10,000 S0 S0 $10,000 S0 S0 $10,000 S0 S0
EQUIPMENT
Emergency Generator Mobile Trailer 0% S0 S0 $0 S0 S0 $0 $0 S0 S0 $0
Mini Excavator 15% $0 $15,000 $0 $0 $0 $0 $0 $0 $0 $0
Valve Exercise Machine 0% S0 $0 $0 S0 $0 $0 $0 S0 S0 $0
Track skid steer 15% S0 $18,750 5] S0 S0 S0 $0 S0 S0 S0
Pickup 15% $6,000 S0 S0 S0 $6,750 S0 S0 $11,250 S0 SO
Subtotal Short Lived Assets $6,000 $103,750 $25,000 ] $16,750 $25,000 S0 $21,250 $25,000 $0
Total Wastewater Capital Projects $953,250 $170,440  $91,504  $69,447  $89,276 $100,747  $79,117 $103,893 $1,397,332  $90,193
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Detailed District Existing Financial Plan — No Revenue Adjustments

Water & Wastewater Combined Cashflow

Line Description FYE 2022 FYE 2023 FYE 2024 FYE 2025 FYE 2026 FYE 2027 FYE 2028 FYE 2029 FYE 2030
1 Revenues
2 Water Volumetric Charge Revenue (Variable) $2,422,518 $2,422,518 $2,422,518 $2,422,518 $2,422,518 $2,422,518 $2,422,518 $2,422,518 $2,422,518
3 Water Monthly Service Charge Revenues (Fixed) $1,296,391 $1,296,391 $1,296,391 $1,296,391 $1,296,391 $1,296,391 $1,296,391 $1,296,391 $1,296,391
4 Water Fees $41,744 $41,744 $41,744 $41,744 $41,744 $41,744 S41,744 $41,744 $41,744
5 Water Taxes $146,000 $146,000 $146,000 $146,000 $146,000 $146,000 $146,000 $146,000 $146,000
6 Water Other $2,495 $2,495 $2,495 $2,495 $2,495 $2,495 $2,495 $2,495 $2,495
7 Water Miscellaneous $113,333 $113,333 S0 S0 S0 S0 S0 S0 S0
8 Water/Sewer/Flood Assessment (641502/3) - Water $81,500 $81,500 $81,500 $81,500 $81,500 $81,500 $81,500 $81,500 $81,500
9 Water Interest $38,890 $37,615 $41,753 $44,594 $47,635 $50,481 $52,932 $44,097 $33,959
10 Wastewater Revenue from Rates $583,569 $577,509 $569,640 $561,889 $554,254 $546,733 $539,326 $532,029 $524,842
11 Wastewater Other Revenue S0 S0 S0 S0 S0 S0 S0 S0 S0
12 Water/Sewer/Flood Assessment (641502/3) - Wastewater $7,500 $7,500 $7,500 $7,500 $7,500 $7,500 $7,500 $7,500 $7,500
13 Wastewater Interest $6,184 $6,133 $5,887 $5,908 $5,777 $5,822 $5,803 $5,580 $5,077
14 Total Revenues $4,740,124 $4,732,738 $4,615,428 $4,610,538 $4,605,813 $4,601,184 $4,596,208 $4,579,854 $4,562,026
15
16 O&M Expenses
17 Water O&M Expenses $2,022,178 $2,101,353 $2,183,938 $2,270,090 $2,359,974 $2,453,761 $2,551,633 $2,653,778 $2,760,394
18 Water Supply Funding $300,000 $300,000 $300,000 $300,000 $300,000 $300,000 $300,000 $300,000 $300,000
19 Water Utilities $344,400 $361,620 $379,701 $398,686 $418,620 $439,551 $461,529 $484,605 $508,836
20 Groundwater Management $262,650 $167,530 $172,555 $177,732 $183,064 $188,556 $194,213 $200,039 $206,040
21 SGMA Pump Charges $130,082 $126,976 $123,943 $120,983 $118,094 $115,273 $140,574 $109,833 $107,210
22 Wastewater O&M Expenses $444,130 $460,374 $477,282 $494,882 $513,206 $532,285 $552,154 $572,848 $594,403
23 Wastewater Utilities $3,150 $3,308 $3,473 $3,647 $3,829 $4,020 $4,221 $4,432 $4,654
24 Total O&M Expenses $3,506,591 $3,521,160 $3,640,892 $3,766,020 $3,896,787 $4,033,447 $4,204,324 $4,325,535 $4,481,536
25
26 Debt Service
27 Water Existing Debt Service $718,429 $714,824 $720,703 $716,976 $577,026 $572,362 $571,246 $575,440 $330,078
28 Water Proposed Debt Service S0 S0 S0 S0 S0 S0 S0 S0 S0
29 Wastewater Existing Debt Service $24,847 $24,841 $24,815 $24,840 $24,843 $24,825 $24,785 $24,792 $24,844
30 Wastewater Proposed Debt Service S0 SO SO SO SO SO S0 S0 S0
31 Total Debt Service $743,276 $739,665 $745,518 $741,816 $601,869 $597,187 $596,031 $600,232 $354,922
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Water & Wastewater Combined Cashflow

Line Description FYE 2022 FYE 2023 FYE 2024 FYE2025 FYE2026 FYE 2027 FYE 2028 FYE 2029 FYE 2030
32
33 Capital Expenditures
34 Water Debt Funded S0 S0 S0 S0 S0 S0 S0 S0 S0
35 Water Grant Funded $1,679,040 SO SO SO SO SO SO SO SO
36 Water Rates/Reserves Funded $1,309,810 $238,700 $289,436 $1,103,959 $2,121,520 $2,469,371 $2,721,512 $1,709,195 $1,010,671
37 Wastewater Debt Funded S0 S0 S0 S0 S0 S0 S0 S0 S0
38 Wastewater Grant Funded S0 S0 S0 S0 S0 S0 S0 S0 S0
39 Wastewater Rates/Reserves Funded $170,440 $91,504 $69,447 $89,276 $100,747 $79,117 $103,893 $1,397,332 $90,193
40  Total Capital Expenditures $3,159,290 $330,204 $358,883 $1,193,235 $2,222,267 $2,548,488 $2,825,405 $3,106,527 $1,100,864
41
42 Unrestricted Cash Balance
43 Beginning Balance $5,570,939 $4,580,947 $4,722,657 $4,592,792 $3,502,259 $1,387,148 -$1,190,790 -$4,220,342 -$7,672,782
44 Net Cash Change $490,257 $471,914 $229,018 $102,702 $107,157 -$29,450  -S204,147  -S345,913  -S274,432
45 Debt Proceeds S0 S0 S0 S0 S0 S0 S0 S0 S0
46 Grant Funding $1,679,040 SO SO SO SO SO SO S0 SO
47 cp ($3,159,290)  ($330,204) ($358,883) ($1,193,235) ($2,222,267) ($2,548,488) ($2,825,405) ($3,106,527) ($1,100,864)
49 Ending Balance $4,580,947 $4,722,657 $4,592,792 $3,502,259 $1,387,148 -$1,190,790 -$4,220,342 -$7,672,782 -$9,048,078
50  Target Balance 36,435,071 $6,433,962 $6,716,923 $7,765,567 $8009,963 $8295696 $8588,011 $6,670,114 S$6,318244
52 Projected Debt Coverage 166% 164% 131% 114% 118% 95% 66% 42% 23%
53 Required Debt Coverage 125% 125% 125% 125% 125% 125% 125% 125% 125%
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Detailed District Proposed Financial Plan

Water & Wastewater Combined Cashflow

Line Description FYE 2022 FYE 2023 FYE 2024 FYE 2025 FYE 2026 FYE 2027 FYE 2028 FYE 2029 FYE 2030
1 Revenues
2 Water Volumetric Charge Revenue (Variable) $2,513,363 S$2,670,826 $2,804,368 $2,944,586 $3,091,815 $3,246,406 $3,408,727 $3,579,163 $3,758,121
3 Water Monthly Service Charge Revenues (Fixed) $1,345,005 $1,429,271 $1,500,734 $1,575,771 $1,654,560 $1,737,288 $1,824,152 $1,915,360 $2,011,128
4 Water Fees $41,744 $41,744 $41,744 $41,744 $41,744 $41,744 $41,744 $41,744 $41,744
5 Water Taxes $146,000 $146,000 $146,000 $146,000 $146,000 $146,000 $146,000 $146,000 $146,000
6 Water Other $2,495 $2,495 $2,495 $2,495 $2,495 $2,495 $2,495 $2,495 $2,495
7 Water Miscellaneous $113,333 $113,333 SO SO SO S0 S0 SO SO
8 Water/Sewer/Flood Assessment (641502/3) - Water $81,500 $81,500 $81,500 $81,500 $81,500 $81,500 $81,500 $81,500 $81,500
9 Water Interest $41,139 $43,449 $53,151 $59,501 $61,421 $74,943 $80,306 $75,553 $81,869
10 Wastewater Revenue from Rates $583,569 $600,610 $616,123 $632,049 $648,399 $658,789 $669,359 $680,112 $691,052
11 Wastewater Other Revenue S0 S0 S0 S0 S0 S0 S0 S0 S0
12 Water/Sewer/Flood Assessment (641502/3) - Wastewater $7,500 $7,500 $7,500 $7,500 $7,500 $7,500 $7,500 $7,500 $7,500
13 Wastewater Interest $6,184 $7,661 $8,920 $9,019 $9,119 $10,164 $11,125 $10,784 $12,596
14 Total Revenues $4,881,832 $5,144,388 $5,262,534 $5,500,164 $5,744,552 $6,006,827 $6,272,907 $6,540,211 $6,834,005
15 TRUE TRUE TRUE TRUE TRUE TRUE TRUE TRUE TRUE
16 O&M Expenses
17 Water O&M Expenses $2,022,178 $2,101,353 $2,183,938 $2,270,090 $2,359,974 $2,453,761 $2,551,633 $2,653,778 $2,760,394
18 Water Supply Funding $300,000 $300,000 $300,000 $300,000 $300,000 $300,000 $300,000 $300,000 $300,000
19 Water Utilities $344,400 $361,620 $379,701 $398,686 $418,620 $439,551 $461,529 $484,605 $508,836
20 Groundwater Management $262,650 $167,530 $172,555 $177,732 $183,064 $188,556 $194,213 $200,039 $206,040
21 SGMA Pump Charges $130,082 $126,976 $123,943 $120,983 $118,094 $115,273 $140,574 $109,833 $107,210
22 Wastewater O&M Expenses $444,130 $460,374 $477,282 $494,882 $513,206 $532,285 $552,154 $572,848 $594,403
23 Wastewater Utilities $3,150 $3,308 $3,473 $3,647 $3,829 $4,020 $4,221 $4,432 $4,654
24 Total O&M Expenses $3,506,591 $3,521,160 $3,640,892 $3,766,020 $3,896,787 $4,033,447 $4,204,324 $4,325,535 $4,481,536
25 TRUE TRUE TRUE TRUE TRUE TRUE TRUE TRUE TRUE
26 Debt Service
27 Water Existing Debt Service $718,429  $714,824  $720,703  $716,976  $577,026  $572,362  $571,246  $575,440  $330,078
28 Water Proposed Debt Service S0 $162,120 $162,120 $162,120 $162,120 $598,097 $598,097 $598,097 $865,501
29 Wastewater Existing Debt Service $24,847 $24,841 $24,815 $24,840 $24,843 $24,825 $24,785 $24,792 $24,844
30 Wastewater Proposed Debt Service S0 $29,231 $29,231 $29,231 $29,231 $46,149 $46,149 $46,149 $192,395
31 Total Debt Service $743,276 $931,016 $936,869 $933,167 $793,220 $1,241,433 $1,240,278 $1,244,478 $1,412,819
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Water & Wastewater Combined Cashflow

Line
32
33
34
35
36
37
38
39
40
41
42
43
a4
45
46
47
49
50
52
53

79

Description FYE 2022 FYE 2023 FYE 2024 FYE2025 FYE 2026 FYE 2027 FYE 2028 FYE 2029 FYE 2030
TRUE TRUE TRUE TRUE TRUE TRUE TRUE TRUE TRUE
Capital Expenditures
Water Debt Funded $1,309,810 $238,700 $145,967 S0 $2,121,520 $2,469,371 $1,184,977 $1,709,195 $1,010,671
Water Grant Funded $1,679,040 S0 S0 SO SO S0 S0 S0 SO
Water Rates/Reserves Funded S0 S0 $143,469 $1,103,959 S0 S0 $1,536,535 o) S0
Wastewater Debt Funded $170,440 $91,504 $43,579 SO $100,747 $79,117 $44,268 $1,397,332 $90,193
Wastewater Grant Funded S0 S0 S0 S0 S0 S0 S0 S0 S0
Wastewater Rates/Reserves Funded S0 S0 $25,868 $89,276 S0 S0 $59,625 S0 S0
Total Capital Expenditures $3,159,290 $330,204 $358,883 $1,193,235 $2,222,267 $2,548,488 $2,825,405 $3,106,527 $1,100,864
TRUE TRUE TRUE TRUE TRUE TRUE TRUE TRUE TRUE
Unrestricted Cash Balance
Beginning Balance 85,570,939 $6,722,655 $7,084,664 $7,410,553 $7,018,295 $11,850,573 $10,034,031 $8,036,932 $10,900,602
Net Cash Change $631,965 $692,213 $684,773 $800,977 $1,054,545 $731,947 $828,306 $970,198 $939,650
Debt Proceeds $2,000,000 S0 S0 S0 $6,000,000 S0 S0 $5,000,000 S0
Grant Funding $1,679,040 $0 $0 S0 S0 S0 S0 S0 S0
cp ($3,159,290)  ($330,204) ($358,883) ($1,193,235) ($2,222,267) ($2,548,488) ($2,825,405) ($3,106,527) ($1,100,864)
Ending Balance $6,722,655 $7,084,664 $7,410,553 $7,018,295 $11,850,573 $10,034,031 $8,036,932 $10,900,602 $10,739,388
Target Balance $6,462,324 $6,699,805 $7,022,829 $6,852,018 $6,792,732 $8002,132 $7,421,592 $7,510,683 $7,776,821
Projected Debt Coverage 185% 174% 173% 186% 233% 159% 167% 178% 167%
Required Debt Coverage 125% 125% 125% 125% 125% 125% 125% 125% 125%
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Detailed Water Functionalized O&M Expenses

Expense Description

Repairs & Maintenance

Amount

Water Supply

Pumping Treatment

Transmission &
Distribution

Billing &
Customer Service

Meter Service

Ground Water Admin. &
Management

Conservation
General

81

Trash Removal $5,381 100% 100%
Fuel & Oil $30,494 5% 15% 20% 30% 20% 10% 100%
Vehicle Expense $15,683 5% 15% 20% 30% 20% 10% 100%
Telemetry Services $8,713 75% 25% 100%
R&M Buildings and Equipment $256,250 10% 10% 40% 25% 15% 100%
Subtotal Repairs & Maintenance $316,520 $0 $34,468 $32,551 $113,913 $13,853 $73,298 $43,055 $0 $5,381 $316,520
Professional Services
Accounting $2,614 100% 100%
Administrative Services $2,614 100% 100%
Audit Fees $14,811 100% 100%
Computer Billing $27,009 100% 100%
Consulting-Technical/Fianancial $69,700 100% 100%
Engineering $21,525 10% 80% 10% 100%
Legal Services $39,206 100% 100%
Air Quality Study $56,427 100% 100%
Grant Acquisitions $26,138 100% 100%
Testing/Lab $12,300 75% 25% 100%
Permit Fees $31,801 100% 100%
Subtotal Professional Services $304,144 S0 $0 $11,378 $17,220 $27,009 S0 $5,228 S0 $243,310 $304,144
Insurance
Program Insurance $52,275 100% 100%
Workers Comp $15,683 100% 100%
Subtotal Insurance $67,958 $0 $0 S0 S0 $0 $0 S0 $0 $67,958 $67,958
Personnel Expense
Employee Medical Benefits $189,835 5% 10% 25% 30% 25% 5% 100%
Employee Retirement Benefits $187,425 5% 10% 25% 30% 25% 5% 100%
Workers Compensation S0 5% 10% 25% 30% 25% 5% 100%
Accrued Sick/Vacation Expense S0 5% 10% 25% 30% 25% 5% 100%
Board Meeting Expense $20,039 100% 100%
Conference/Training $15,683 100% 100%
Contract labor/Consulting $8,925 100% 100%
Salaries & Wages $758,625 5% 10% 25% 30% 25% 5% 100%
Taxes on Payroll $20,649 5% 10% 25% 30% 25% 5% 100%
Salaries & Wages Contra Acct S0 100% 100%
Subtotal Personnel Expense $1,201,180 $0 $57,827 $115,653 $289,133 $346,960 $289,133 $57,827 $0 $44,646 $1,201,180
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. . Transmission & Billing & . (A . Admin. &
Expense Description Amount Water Supply Pumping Treatment L. . . Meter Service Conservation
Distribution  Customer Service Management General

Office Expense $132,377 100% 100%
Subtotal Office Expense $132,377 S0 S0 S0 S0 $0 S0 S0 S0 $132,377 $132,377
Utilities

Pumping/Electricity $338,100 100% 100%

Office Utilities $6,300 100% 100%
Subtotal Utilities $344,400 $o $338,100 S0 S0 $0 $o $o $o $6,300 $344,400
Groundwater Management

Groundwater Study S0 100% 100%

Water Master Expenses $262,650 100% 100%
Subtotal Groundwater Management $262,650 S0 $0 S0 S0 S0 $0 $262,650 $0 $0 $262,650
SGMA Pump Charges $130,082 100% 100%
Subtotal SGMA Pump Charges $130,082 S0 $0 S0 S0 $0 S0 $130,082 $0 $0 $130,082
Water Supply Funding $300,000 100%
Subtotal Water Supply Funding $300,000 $300,000 $o0 $0 $0 $0 $0 $0 $0 $0 $300,000
Total Expenses $3,059,311 $300,000 $430,395 $159,582 $420,267 $387,822 $362,431 $498,842 $0 $499,972 $3,059,311
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Expense Description

Repairs & Maintenance

Collection

Treatment

Detailed Wastewater Functionalized O&M Expenses

Billing &
Customer Service

Admin. &
General

Trash Removal $1,316 100% 100%
Fuel & Oil $5,381 40% 40% 20% 100%
Telemetry Services $1,538 50% 50% 100%
R&M WWTP $123,000 25% 75% 100%
Vehicle Expense $2,768 50% 50% 100%
Subtotal Repairs & Maintenance $134,002 $35,055 $93,019 $0 $3,536 $2,392 $134,002
Professional Services
Accounting $461 100% 100%
Administrative Services $461 100% 100%
Audit Fees $2,614 100% 100%
Computer Billing $4,766 100% 100%
Consulting-Technical/Fianancial $12,300 100% 100%
Engineering $14,350 15% 85% 100%
Legal Services $6,919 100% 100%
Grant Acquisitions $4,613 100% 100%
Testing/Lab $12,300 100% 100%
Permit Fees 85,612 100% 100%
Subtotal Professional Services $64,396 $2,153 $24,498 S0 $4,766 $32,979 $64,396
Insurance
Program Insurance $9,225 100% 100%
Workers Comp $2,768 100% 100%
Subtotal Insurance $11,993 i) ] S0 ] $11,993 $11,993
Personnel Expense
Board Meeting Expense $3,623 100% 100%
Contract labor/Consulting $1,575 100% 100%
Employee Medical Benefits $33,500 25% 50% 25% 100%
Employee Retirement Benefits $33,075 25% 50% 25% 100%
Workers Compensation S0 25% 50% 25% 100%
Taxes on Payroll $3,644 25% 50% 25% 100%
Conference/Training $2,768 100% 100%
Salaries & Wages $133,875 25% 50% 25% 100%
Subtotal Personnel Expense $212,059 $51,024 $102,047 $0 $51,024 $7,965 $212,059
Office Expense $21,680 100% 100%
Subtotal Office Expense $21,680 ] i) S0 ] $21,680 $21,680
Utilities
Pumping/Electricity $3,150 17% 82.6% = 100%
Subtotal Utilities $3,150 $548 S0 $2,602 S0 S0 $3,150
Total Expenses $447,280 $88,779 $219,563 $2,602 $59,326 $77,010 $447,280
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BORREGO WATER DISTRICT

NOTICE OF PUBLIC HEARING
REGARDING PROPOSED RATE INCREASES AND ADJUSTMENTS TO
THE RATES FOR WATER AND WASTEWATER SERVICE CHARGES

The Borrego Water District (the “District”) will conduct a public hearing on July 13, 2021, at 5:30 PM,
or as soon thereafter as practicable, on a proposed rate adjustment and increase for its water and
wastewater service charges. Pursuant to Executive Order No. N-29-20, the public hearing will be
conducted virtually. Please use the following information to attend the public hearing virtually:

NOTE: MEETING INVITE WILL BE INCLUDED IN FINAL DRAFT OF NOTICE

In addition, should the District determine to provide an option for members of the public to attend the
meeting in person, the District will provide information on the agenda posted for the public hearing.

REASONS FOR THE PROPOSED RATE INCREASES

The District provides potable water service to a seasonal and year-round population of approximately
3,500 through 2,000 service connections. Annually, the District delivers approximately 1,400 acre-feet of
potable water, which is obtained from groundwater pumped from the Borrego Springs Subbasin of the
Borrego Valley Groundwater Basin. The District’s water utility, like other agencies in San Diego County,
is faced with challenges related to the reduction in per capita water usage relative to historical levels,
economic challenges induced by the pandemic, and increasing capital improvement costs related to
infrastructure and facilities at the end of their useful lives. More specific to the District, future water
production from the groundwater basin will be limited based on the Basin Pumping Allocation (BPA)
determined through a Sustainable Groundwater Management Act (SGMA) compliant Stipulated
Agreement approved by a California Superior Court on April 8, 2021.

The District’s operational costs continue to increase and the reinvestment of funds into its infrastructure
is estimated to be substantial in the mid-term. This situation is not unique to the District, as many agencies
throughout the state are faced with issues involving water availability, conservation, the need for capital
reinvestment to continue providing reliable water services, adhering to new regulations and mandates, and
meeting service demands with limited water supplies and groundwater overdraft. Without a rate increase,
the District will not have sufficient revenue to maintain reserve targets, and fund planned capital
improvement projects. Without a rate increase, the District’s water utility’s net operating cash flow is
projected to be negative in Fiscal Year 2025, and reserves will fall $3.4 million short of reserve targets in
Fiscal Year 2025. Additionally, debt coverage is projected to fail minimum requirements beginning in
Fiscal year 2024.

Additionally, the District provides sewer collection and treatment service within its service areas to both
residential and non-residential customers. The District provides wastewater service to three separate
service areas (SAs). These areas include SA1, SA2, and SA5. The District maintains a wastewater
collection, transmission, and treatment system for approximately 800 homes and businesses in the
District’s service areca. Wastewater collected is treated at the District’s Wastewater Treatment Plant and
then spread in basins for evaporation.
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While the District continually strives for cost reductions and better utilization of the assets it holds, it also
needs to keep pace with inflation and other cost increases, in particular, the cost of treating and disposing
of its wastewater and complying with regulations governing the treatment and disposal of wastewater.
Without a rate increase, the District will not generate sufficient wastewater revenues to maintain adequate
reserves, achieve reserve targets, and fund planned capital improvement projects. With current rates and
existing expenses, the wastewater utility’s reserves will fall below target in Fiscal Year 2022 and will end
approximately $208,000 short of reserve targets in Fiscal Year 2026.

In order to determine the appropriate rates for both water and wastewater service charges, the District
retained an independent consultant to conduct a cost-of-service analysis and rate study. The cost-of-
service analysis and rate study is available for inspection at the offices of the District and is also available
online at BorregoWD.org.

BASIS UPON WHICH THE RATES ARE CALCULATED
Water Service Charges

The District provides potable (i.e., treated) water service. The proposed rate structure for the District’s
water service charges has four customer classes: (1) single-family residential; (2) multiple units; (3)
commercial/public agency; and (4) irrigation. The rate structure for all customers is composed of two
components: (1) a Monthly Fixed Charge, and (2) a Commodity Charge, also known as a volumetric
charge. All customers are billed monthly. If adopted, the proposed rate structure will take effect on
October 1, 2021, and will increase each July 1 thereafter through and including July 1, 2025.

Monthly Fixed Charge. The Monthly Fixed Charge is established on the basis of the size of the
water meter (in inches) serving a property. The Monthly Fixed Charge is calculated to recover a portion
of the District’s fixed costs in providing potable water service, including billing and collections, customer
service, meter reading, meter maintenance, and a portion of costs associated with providing and meeting
system capacity (including treatment, distribution, and storage).

Water Commaodity Charge. The potable water Commaodity Charge is calculated on the basis of the
cost of providing potable water. The water Commaodity Charge includes supply costs, which are costs
related to the pumping and production of water to meet customer demand; delivery, which are costs
associated with obtaining and treating water to ready it for transmission and distribution, as well as the
operating and capital costs associated with delivering water to all customers at a constant average rate of
use; and peaking, which are costs associated with providing water during peak demand. The proposed
single-family residential Commaodity Charge consists of three inclining tiers, with tier widths established
based on the size of the meter serving the property. Tier 1 includes up to 7 units of water and is intended
to cover essential indoor water use needs. Tier 2 rates apply to water use over 7 units per month, and up
to 22 units per month, and is intended to cover reasonable outdoor use. Tier 3 covers any water use over
tier 2 in any month. The rates within each tier are set to reflect the actual cost of service. The remaining
customer classes are proposed to pay a uniform rate per unit of water. One unit equals one hundred cubic
feet (“HCF”) or 748 gallons.

The tier breakpoints for single-family residential are set forth below.
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Table 1 - Tier Revisions

Customer Class & Tiers Current Definition | Proposed Definition

(hcf) (hcf)
Single Family Residential
Tier 1 0-7 0-7
Tier 2 >7 >7-22
Tier 3 N/A >22

Wastewater Service Charges

The District provides sewer collection and treatment within its service areas to both residential and non-
residential customers. The District provides wastewater service to three separate SAs - SA1, SA2, and
SA5. All wastewater users pay a monthly fixed charge per Equivalent Dwelling Unit (EDU) that varies
depending on the SA. The District assesses separate charges on wastewater customers in SA2. SA2
customers consist of SA2 EDU “Holders” and SA2 EDU “Users”. SA2 EDU Holders are customers that
have bought into the wastewater system but are not yet connected and contributing flows to the wastewater
system. These SA2 EDU Holders have agreed to pay certain operating and maintenance costs of the sewer
system. SA2 EDU Users, those connected to and using the sewer system, pay the sum of both the Holder
and User charge. Borrego Springs Resort (BSR) in SA5 also pays a portion of its charges as a usage charge
per unit of water delivered, in addition to a monthly fixed charge.

PROPOSED RATES

The District is proposing to adjust and increase the rates for its water and wastewater service charges for
a five-year period. If approved, the rates will be effective for services provided on and after October 1,
2021 and will be increased each July 1 thereafter through and including July 1, 2025, as set forth in the
tables below. If approved, the proposed rates are the maximum rates that may be imposed by the District.
The proposed maximum rates and effective dates for water and wastewater customers are set forth in the
tables below:

Table 2 - Current and Proposed Water Monthly Fixed Charges ($/Month)

. Proposed Proposed Proposed Proposed Proposed
Meter Size | Current (0000 Julyp2022 Julyp2023 Julyp2024 Julyp2025
5/8" $44.07 $42.65 $44.79 $47.03 $49.39 $51.86
3/4" $44.07 $42.65 $44.79 $47.03 $49.39 $51.86
1" $57.17 $57.35 $60.22 $63.24 $66.41 $69.74
1.5" $89.91 $94.09 $98.80 $103.74 $108.93 $114.38
2" $129.19 $138.19 $145.10 $152.36 $159.98 $167.98
3" $233.97 $277.82 $291.72 $306.31 $321.63 $337.72
4" $351.85 $483.60 $507.78 $533.17 $559.83 $587.83
6" $679.27 $976.00 $1,024.80 $1,076.04 $1,129.85 $1,186.35
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Table 3 - Current and Proposed Water Commodity Rates ($/hcf)

. Proposed Proposed Proposed Proposed Proposed
Customer Class & Tiers | Current 00000021 | July 2022 | July 2023 | July 2024 | July 2025
Single Family Residential
Tier 1 $4.01 $3.59 $3.77 $3.96 $4.16 $4.37
Tier 2 $4.41 $4.51 $4.74 $4.98 $5.23 $5.50
Tier 3 N/A $5.20 $5.46 $5.74 $6.03 $6.34
Multiple Units $4.24 $4.49 $4.72 $4.96 $5.21 $5.48
Commercial /
Public Agency $4.24 $4.49 $4.72 $4.96 $5.21 $5.48
Irrigation $4.24 $4.70 $4.94 $5.19 $5.45 $5.73
Table 4 - Current and Proposed Wastewater Charges ($/Month/EDU)
. Proposed Proposed Proposed Proposed Proposed
Service Area Current | otober 2021 | July 2022 | July 2023 | July 2024 | July 2025
SAl $45.37 $47.91 $49.83 $51.83 $53.91 $56.07
SA2 EDU Holder $28.97 $22.97 $23.89 $24.85 $25.85 $26.89
SA2 EDU User $23.79 $28.55 $29.69 $30.88 $32.12 $33.41
SA5 $52.76 $51.51 $53.58 $55.73 $57.96 $60.28
BSR! Fixed Charge $28.97 $51.51 $53.58 $55.73 $57.96 $60.28
BSR Variable Charge $2.13 NA NA NA NA NA

($/hcf)

Public Hearing and Written Protests: Any record owner of a parcel upon which the water or wastewater
service charges are proposed to be imposed and any tenant directly liable for the payment of water or
wastewater service charges (i.e., a customer of record who is not a property owner) may submit a written
protest to the proposed rate increases to the District’s water or wastewater service charges; however, only
one protest will be counted per identified parcel. Any written protest must: (1) state that the identified
property owner or tenant is opposed to the proposed water or wastewater rate increases; (2) identify
whether the protest is submitted with respect to the water rates, the wastewater rates, or both; (3) provide
the location of the identified parcel (by street address, assessor’s parcel number, or customer account
number); and (4) include the name and signature of the property owner or tenant submitting the protest.
Written protests may be submitted in one of the following manners: (1) mail to 806 Palm Canyon Drive,
ATTN: Board Secretary, Borrego Springs, CA 92004; (e) in person, addressed to the Board Secretary at
806 Palm Canyon Drive, Borrego Springs, CA 92004; (2) by depositing the written protest in the drop
box located adjacent to the front door at 806 Palm Canyon Drive, Borrego Springs, CA 92004], or (3) by
e-mail, delivered to Geoff@Borregowd.org, provided any e-mail submission of a written protest must
include a digital image (such as a picture taken with a phone) or scanned copy of the signed protest.
Protests submitted by mail or in person must be received by the Board Secretary prior to 3:30 p.m., July
13, 2021. Protest submitted to the drop box or by e-mail must be received prior to the close of the public
comment portion of the Public Hearing. Please indicate on the outside of any envelope mailed to the
District Attn: Rate Hearing.

The Board of Directors will accept and consider all written protests and will hear and consider all oral
comments to the proposed rate increases at the Public Hearing. Oral comments at the Public Hearing will

1 BSR — Borrego Springs Resort
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not qualify as valid protests unless accompanied by a written protest. Upon the conclusion of the Public
Hearing, the Board of Directors will consider adoption of the proposed rate increases as described in this
notice. If written protests against the proposed rates are not presented by a majority of the property owners
or tenants of the identified parcels subject to the proposed rate increases, the Board of Directors will be
authorized to adopt the rate increases. Details regarding the proposed water and wastewater service
charges are available at the District offices (location noted above) or on the District’s website at
BorregoWD.org. If you have any questions regarding the proposed rates or the amount of the water service
charges that may be imposed on your property, please contact the District at (760) 767-5806 and ask for
Geoff Poole.
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BORREGO WATER DISTRICT
BOARD OF DIRECTORS MEETING
MAY 11, 2021
AGENDA ITEM II. B

May 11, 2021
TO: Board of Directors
FROM: Diana Del Bono, Administration Manger

SUBJECT: Late Fee Change

RECOMMENDED ACTION:
Amend late fee structure when reinstated

ITEM EXPLANATION:

BWD currently charges late fees on delinquent accounts of 10% of the current balance or $15,
whichever is greater. Prior to reinstating the late fees in July, staff would like to consider this Policy
and amend if needed. Staff has evaluated both components of the current late fee policy and feel
the 10% of the current balance is an adequate deterrent. To reduce that rate could encourage more
delinquencies. However, staff feels the minimum $15 charge should be eliminated.

Customers whose past due balances that are between $.01 and $150 are being charged a $15
minimum fee. By definition, these customer with small balances are not habitually delinquent, so
BWD Staff often waives the late fee when the charge would be less than $10. Instead of penalizing
customers with small delinquent balances with a charge that would be greater than 10% and to
treat all customers the same, Staff is recommending removal of the $15 minimum and charging
10% on any delinquent balance.

Attached a spreadsheet with various Water Districts fee comparisons and a suggested change of
fee for the Borrego Water District. Staff recommends a change to 10% with no minimum.

NEXT STEPS:
1. Review Documents and Accept

FISCAL IMPACT:
1. Potentially less write off of late fees.

2. Less staff time in reviewing late fee report.

ATTACHMENTS:
1. Late Fee Survey
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Agency Survey - late fees
Big Horn
Yuima Otay Rainbow |Olivenhain |Rincon Ramona |Padre Dam Helix Valley Center |Vallecitos |Desert View |Fallbrook
5% 5% on 10% /
1st.mo/1.5 |balances Min.$1.00 Up to $100 is
% exceeding Max 10% 1st mo, 10% Max |$5.00 after
Late Fee Amount 2.50% 5% |thereafter [$25 10% 10% 10%|$25.00 1.5 % therafter |$78 $100 5% $30 a month
Results
10% 6
5% 4
Flat fee 1
2.50% 1
COST COMPARISON
Example of late bill charges
Current Rate 10% or $15
whichever is greater 10% No minimum
Balance 55.01 100 200 300 400 Balance 55.01 100 200 300 400
$15 15.00 15.00 10% 5.50 10.00 20.00 30.00 40.00
10% 20 30 40 S 60.51|S 110.00 [ $ 220.00 | $ 330.00 | $ 440.00
S 70.01|$ 115.00 | $ 220.00 | $ 330.00 [ $ 440.00
Balance Month 2 60.51 110.00 220.00 330.00 440.00
Balance Month 2 70.01 115 220 330 440 10% 6.05 11.00 22.00 33.00 44.00
$15 15 15 Meter Fee 55.01 55.01 55.01 55.01 55.01
10% 22 33 44 S 12157 | S 176.01 | $ 297.01|$S 41801|$ 539.01
Meter Fee 55.01 55.01 55.01 55.01 55.01
S 140.02 | $ 185.01 | $ 297.01 |$ 418.01 |$ 539.01
Balance Month 3 121.57 176.01 297.01 418.01 539.01
Balance Month 3 140.02 185.01 297.01 418.01 539.01 10% 12.16 17.60 29.70 41.80 53.90
$15 15 Meter fee 55.01 55.01 55.01 55.01 55.01
10% 18.50 29.701 41.801 53.90
Meter Fee 55.01 55.01 55.01 55.01 55.01
$ 210.03 | $ 258.52 [ S 381.72 |$ 514.82|S 647.92 S 188.74 | S 24862 | $ 38172 |S 514.82|S 647.92
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BORREGO WATER DISTRICT
BOARD OF DIRECTORS MEETING
MAY 11, 2021
AGENDA ITEM II.C

May 3, 2021
TO: Board of Directors
FROM: Geoffrey Poole, General Manager

SUBJECT: Watermaster Update — Duncan/Dice

RECOMMENDED ACTION:
Receive verbal update from Director Duncan and Dice
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BORREGO WATER DISTRICT
BOARD OF DIRECTORS MEETING

MAY 11, 2021
AGENDA ITEM IlI
May 3, 2021
TO: Board of Directors
FROM: Geoffrey Poole, General Manager

SUBJECT: Staff Reports

A. Water and Sewer Revenues Update — J Clabaugh - VERBAL

B. Solarization of BWD Wells: Update — G Poole
1. Confirm an SDGE program exists to allow BWD to add solar. TOP PRIORITY

2. To locate all panels at well 4-9, an estimated $300 K in SDGE improvements and
$60-$90 K in SDGE studies are needed. Lets round up to $400 K. 52% of solar needs
can be met at 4-9 well site with no improvements to SDGE wiring/equip.

3. Evaluation of other well sites underway to see if good locations exists to add more
panels. Well 5-15 could have potential as well as others. Advantages exist to having
panels at as many sites as possible where high electric demand occurs.

C. BBK Advocacy Kick Off Meeting — Meeting Notes
April 28, 2021
Jessica’s Notes from Advocacy Kick Off Meeting
Parties Present:
John Freshman, Ana Schwab, Syrus Devers, Lowry Crook — BBK

Diane Johnson, Lyle Brecht, Geoff Poole, David Dale Jessica Clabaugh — BWD

SD began with introduction to State Grant access. He stated that when seeking grants,
BWD needs to be very specific on projects submitted including; Location, Value,
Communities Affected, Communities Benefited, etc. GP let him know that BS has no
local government and BWD is unincorporated and responsible to the San Diego County
Board of Supervisors.
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AS followed with detail on the Federal Grant process. Grants will need to be spent in
their designated Federal Fiscal Year which runs from October 1 to Sept 30, annually.
DJ let her know that Borrego Springs is a Census Designated Place and that the entire
BWD service area is a SDAC. AS said she works regularly with the offices of Senators
Feinstein and Padilla and will seek Senate staff input on project priority. SD added that
he works closely with Toni Atkins’ office.

AS asked what are the districts’ top priorities, as it is best to present a detailed plan so
that AS can flexibly navigate federal red tape and try to tap into President Biden’s
expanded water funding. JF added that BWD may be able to access earmarked funds
for a small project very quickly.

GP brought up the potential benefits of an AMR system that BWD has found cost
prohibited. Grantworthyness can be justified due to conservation efforts and to protect
the customer from high water bills and potential property damage caused by a leak. SD
will get BWD in touch with an Orange County AMR representative for potential grant
opportunities. (LC later added that Smart Metering Grants from the Bureau of Water
Reclamation generally only fund 25%).

GP and LB also brought up the potential of using grant funds for future Water Supply
purchases. This would help to improve BWD’s resiliency and ability to provide future
water. In addition the project could include creation of habitat for the Near Threatened
Flat-tailed Horned Lizard. JF said this would be a good long term project but BWD
should focus on small CIP projects for now.

DD inquired if grant funds could be pursued to fund the DWR required monitoring wells
at the RHWWTP. SD said there is a bill coming thru on stream flow monitoring,
perhaps wells could be added.

LB stated that BWD has about $23M in projects on its’ current 15 year CIP budget. DD
added that pipeline needs gross about $8M.

AS recommended seeking grant funds for the pipeline projects but that they should be
broken up into phases. Concern was brought up that if BWD seeks grant funds for
urgent projects, the grant funding may not be in place in a timely manner. LB let her
know that BWD could afford to begin funding these projects from reserves funds, if
needed. DJ inquired about pipeline priority according to fire flow and DD let her know
that this was considered upon initial prioritization.

AS recommended presenting BWD'’s three highest priority pipeline projects, as distinct
small projects have a higher likelihood for approval. Those projects will be the following
pipelines; Flying H, El Tejon and the Borrego Springs Road transmission main. She
recommended obtaining Letters of Support from the community. LC suggested talking
with Feinstein’s staff for an opinion on which type of project will get the most support.
JF added that once Federal grants are approved, it becomes easier to access State
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grants. GP/DJ to draft Letter of Support and approach local community organizations
and our County BOS seat.

SD informed the group that things change rapidly and he would like to submit projects
ASAP in an attempt to get them included in the State’s budget trailer bill.

In conclusion, BBK staff will review BWD CIP descriptions and prepare for grant
submittal within a few weeks. They will schedule the next meeting when new
developments arrive. In the meantime, GP and DJ will work on the support letters while
DD will work on project details and possible schedules.
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Following the Kick Off Meeting an Application quickly submitted with Letters of Support
from Supervisor Desmond and ABF, to Senator Feinstein for an Appropriations to build
the BS Road Pipeline at $878,000.
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