COASTSIDE COUNTY WATER DISTRICT
766 MAIN STREET

HALF MOON BAY, CA 94019

SPECIAL MEETING OF THE BOARD OF DIRECTORS

Thursday, June 28, 2018 - 7:00 p.m.

AGENDA

The Coastside County Water District (CCWD) does not discriminate against persons with
disabilities. Upon request, the agenda and agenda packet materials can be provided in a format
to accommodate special needs. If you require a copy of the agenda or related materials in an
alternative format to accommodate a disability, or if you wish to attend this public meeting and
will require special assistance or other special equipment, please call the District at (650) 726-4405
in advance and we will make every reasonable attempt to provide such an accommodation.

All public records relating to an open session item on this agenda, which are not exempt
from disclosure pursuant to the California Public Records Act, that are distributed to a majority of
the legislative body will be available for public inspection at the CCWD District Office, located at
766 Main Street, Half Moon Bay, CA at the same time that the public records are distributed or
made available to the legislative body.

This agenda and accompanying materials can be viewed on Coastside County Water District’s website
located at: www.coastsidewater.org.

The Board of the Coastside County Water District reserves the right to take action on any item
included on this agenda.

1) ROLL CALL
2) PLEDGE OF ALLEGIANCE

3) PUBLIC COMMENT

At this time members of the public may address the Board of Directors on issues not listed on the
agenda which are within the purview of the Coastside County Water District. Comments on
matters that are listed on the agenda may be made at the time the Board is considering each item.
Each speaker is allowed a maximum of three (3) minutes and must complete and submit a speaker
slip. The President of the Board will recognize each speaker, at which time the speaker should
proceed to the podium, give their name and address and provide their comments to the Board.
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5)

SPECIAL ORDER OF BUSINESS - FISCAL YEAR 2018-2019 AND FISCAL YEAR 2019-
2020 OPERATIONS AND MAINTENANCE BUDGETS, FISCAL YEAR 2018/2019 TO
2027/28 CAPITAL IMPROVEMENT PROGRAM, RESOLUTION AMENDING THE
RATE AND FEE SCHEDULE TO INCREASE WATER RATES (attachment)

Staff Presentations
* Fiscal Years 2018/2019 and 2019/2020 Operations and Maintenance Budgets
* Fiscal Year 2018/2019 to 2027/2028 Capital Improvement Program
* Proposed Amendment of Rate and Fee Schedule to Restructure and Adjust Water
Rates and Charges for Fiscal Year 2018-2019 and Fiscal Year 2019-2020

Open Public Hearing

* Proposed Amendment of Rate and Fee Schedule to Increase Water Rates and
Charges for Fiscal Year 2018-2019 and Fiscal Year 2019-2020

Close Public Hearing

Board Comments / Board Action

* Adoption of Resolution 2018-05 - A Resolution of the Board of Directors of the
Coastside County Water District Amending the Rate and Fee Schedule to Increase
Water Rates and Finding that the Amendments are Exempt From the California
Environmental Quality Act

* Approval of Fiscal Year 2018-2019 and 2019-2020 Operation and Maintenance
Budgets and Capital Improvement Program for Fiscal Year 2018/2019 to
2027/2028

ADJOURNMENT



STAFF REPORT
To: Coastside County Water District Board of Directors
From: Mary Rogren, Assistant General Manager

Agenda: June 28, 2018

Report

Date: June 26, 2018

Subject: Public Hearing to Consider Proposed Amendment of Rate and Fee
Schedule to Increase Water Rates for Fiscal Year 2018-2019 and Fiscal
Year 2019-2020; Consideration of Resolution 2018-05 Amending the
Rate and Fee Schedule and Finding that the Amendments are Exempt
from the California Environmental Quality Act

Recommendation:

1) Conduct a public hearing on changes to the water rate structure and
proposed overall revenue increases of 2.3% effective July 1, 2018 and 4.0%
effective July 1, 2019.

2) Adopt Resolution 2018-05 Amending the Rate and Fee Schedule and finding
that the amendments are exempt from the California Environmental Quality
Act (Exhibit G).

Background:

Financing Plan and Proposed Rate Increases

The District utilizes a multi-year financing model (developed in May 2017 by
HF&H Consultants and considered to be an industry standard approach) to
evaluate the impact of its rate increases on the financial reserves of the District.
Staff has updated the model with the draft Fiscal Year 2018-2019 and 2019-2020
Operations and Maintenance budgets and draft Fiscal Years 2019/20 to 2022/23
Capital Improvement Program (CIP). Staff will review the model with the Board
(Exhibit E) which summarizes the series of rate increases needed to fund District
operating expenses and capital improvement program and to build and maintain
an adequate level of reserves.

As discussed in last year’s financing plan discussions and as recommended by
HF&H in May 2017, ideally, the District should target a Cash Reserve Balance at the
beginning of the fiscal year to include:
e 25% of Operating Expenses (for ongoing cashflow requirements;
equal to 1 2 billing cycles; (approximately $2.1M)); plus
e 100% of annual Debt Service payments ($1.1 Million); plus
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e 100% of the year’s “Pay as you go” Capital Improvement Projects
(averages $3.6M per year over next five years)
For a total of nearly $6.8M in targeted cash reserves.

Although the District’s projected cash reserves at the end of FY2017/18 will still be
short of the District’s ideal target, the District continues to make significant
progress in increasing its reserves given its stronger than projected financial results
in FY2017/18 due to higher than projected sales as well as operating expense

savings, particularly given increased use of local water sources vs. water purchased
from the SFPUC.

In consideration of the Financing Plan, and assuming that the District funds its
capital improvements on a “pay as you go” basis (as opposed to obtaining loans,)
District Staff recommends that the Board approve two years of rate increases that
will support a 2.3% revenue increase in Fiscal Year 2018-2019 (to be effective on and
after July 1, 2018) and a 4% revenue increase in Fiscal Year 2019-2020 (to be effective
on and after July 1, 2019.

Cost of Service Analysis and Rate Study (Exhibit F)

In January 2018, the District retained Raftelis Financial Consultants Inc. (Raftelis) to
perform a cost of service analysis and to develop a cost of service-based rate
structure that supports the District’s revenue requirement as determined by the
District’s financial plan. The cost of service-based rates will comply with the
substantive requirements of Proposition 218 as interpreted by the courts, including
the April 2015 Appellate Court decision in Capistrano Taxpayers Association, Inc.
v. City of San Juan Capistrano.

The cost of service analysis is the fundamental benchmark used to establish utility
rates in the United States. The cost of service analysis is used to allocate/recover
the District’s costs to users in proportion to their use of the system, recognizing the
impact of each customer class on system facilities and operations.

At the April 16 work session, Raftelis reviewed the results of their Cost of Service
and Rate Study and presented their recommendations for changes to the District’s
rate structure, including restructuring of the District’s residential tier breakpoints to
reflect service cost allocations. At the May 3 work session, staff reviewed the Cost
of Service and Rate Study and presented an alternative rate increase proposal
developed in collaboration with Raftelis Financial Consultants that is based on a
lower revenue requirement for Fiscal Year 2018-2019 (down from the proposed 4%
to a 2.3% overall increase) and a reallocation of costs among the base charges, the
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water consumption quantity charges, and the classes of customers. Based on the
two public work sessions, the proposed rate structure reflects the District’s
proposed revenue requirement of an overall 2.3% increase in Fiscal Year 2018-2019
and a 4% increase in Fiscal Year 2019-2020, however rate adjustments will vary
between customer classes and usage levels as a result of the tier realignment. Based
on the Cost of Service and Rate Study, the base service charge will increase for all
meter sizes with the exception of 4” meters; the water consumption quantity
charge tier structure is proposed to be realigned from 4 tiers to 3 tiers, and the
water consumption quantity charge will decrease for Tier 1, but will increase for
Tiers 2 and 3. Therefore, some customers will see a decrease or below average
increase, while other customers will see an increase higher than the overall increase.
The proposed water rate adjustments are shown on the attached Notice of Public
Hearing - Proposed FY 2018-2019 and FY 2019-2020 Rate Adjustments for Water
Services (Exhibit H.)

Proposition 218 Compliance

The District has complied with the public notice requirements of Proposition 218.

Two ads detailing the proposed rate increase were placed in the May 16, 2018 and
May 23, 2018 editions of the Half Moon Bay Review, and the notice was placed on
the District’s website. Additionally the notice of the public hearing and proposed
rate increase was mailed to all District customers on May 11, 2018.

The “Cost of Service and Rate Study” prepared by Raftelis Financial Consultants
(final report dated May 15, 2018) was prepared in compliance with the substantive
requirements of Proposition 218. Revenues derived from the water rates do not
exceed the funds required to provide the service for which the rates are charged,
and the amounts of the rates imposed do not exceed the proportional cost of service
attributable to the property. The recommended amendments to the Rate and Fee
Schedule comply with the requirements of Proposition 218 as interpreted by the
courts, including the Capistrano Taxpayers Association, Inc. v. City of San Juan
Capistrano decision.

Proposition 218 specifies that the District may not adopt the proposed rate increase
if written protests are received from a majority of owners of affected parcels, or
approximately 3300 District customers. As of the date of this report, staff has
received 3 letters regarding the proposed rate increase. Copies of these letters are
attached as Exhibit 1.
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Other Changes
On the Notice of Public Hearing, please note that the “Fire Detector Check Valve
Service Charge” has been renamed to “Fire Service Charge.”
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To: Coastside County Water District Board of Directors
From: Mary Rogren, Assistant General Manager

Agenda: June 28, 2018

Report
Date: June 26, 2018

Subject: Approval of Fiscal Year 2018-2019 and Fiscal Year 2019-2020
Operations and Maintenance Budgets and Fiscal Year 2018/2019 to
2027/2028 Capital Improvement Program (CIP)

Recommendation:

Approve the Fiscal Year 2018-2019 and Fiscal Year 2019-2020 Operations and
Maintenance Budgets (Exhibit A and B) and Fiscal Year 2018/2019 to 2027/2028
Capital Improvement Program (Exhibit C.)

Background:

The Board was first introduced to a draft Fiscal Year 2018-2019 Operations and
Maintenance Budget and the Fiscal Year 2018/2019 to 2027 /2028 Capital
Improvement Program (CIP) at the February 13, 2018 Regular Board Meeting, and
the draft Fiscal year 2019-2020 Operations and Maintenance Budget at the April 10,
2018 Regular Meeting. In Special Meetings of the Board of Directors on April 16
and May 3, the Board and Staff conducted special work sessions to review the draft
Operations and Maintenance Budgets, CIP and the proposed rate adjustments for
Fiscal Years 2018-2019 and 2019-2020. The Board also met with the District’s rate
consultants, Raftelis Financial Consultants, and reviewed their Cost of Service and
Rate Study which included a recommendation for restructuring the District’'s water
rates and tier structure. The Budget Timeline outlining the District’s review
process is attached (Exhibit D.)

Staff will make a presentation reviewing budget details.

Draft Operations and Maintenance Budgets and Capital Improvement Program
(CIp)

Staff has prepared two years of Operations and Maintenance Budgets, Fiscal Years
2018-2019 (Exhibit A) and 2019-2020 (Exhibit B) for the Board’s consideration. Two
years of budgets are included as Staff recommends that the Board approve two
years of revenue increases. Note that there have been no changes in the Draft
Operations and Maintenance Budgets and Capital Improvement Program (CIP)
since the May 3 Special Meeting and May 8 Regular Board Meeting.

Below is a recap of the current and the projected budgets for the next two fiscal
years, without consideration of any rate increases.
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FY 2017/18 FY2018/19 % Change FY2019/20 % Change
Approved Draft from Prior Draft from Prior
Budget Budget Year' Budget Budget Year' Budget
REVENUE
Water Sales in Million Gallons 560 MG 590 MG 596 MG
Water Sales (1) $10,805,600 $11,450,000 6.0% $11,565,000 1.0%
Non-Operating Revenue $1,267,174 $1,366,236 7.8% $1,385,570 1.4%
Total Revenue $12,072,774 $12,816,236' 6.2% $12,950,570 1.0%
OPERATING EXPENSES $8,179,756 $8,354,018 2.1% $8,639,805 3.4%
DEBT SERVICE $1,147,697 $1,146,744 -0.1% $1,144,611 -0.2%
CONTRIBUTION TO CIP AND RESERVES $2,745,322 $3,315,474' 20.8% $3,166,154 -4.5%
(1) FY2018/19 and FY2019/20 Water Sales do not include any rate adjustments - still to be determined
Water sales are budgeted using FY17/18 Actual Rates

Highlights of the draft Operation Budgets and CIP follow below:

Budget to Budget Comparison

e FY2018/19 Operations and Maintenance Budget assumes water sales at 590
MG, up from the 560 MG planned in the FY2017/18 Budget. FY2019/20
assumes 596 MG in water sales. As the rate adjustment is still to be
determined, no rate adjustment has been included in the draft budget.

e FY2018/19 water purchases from SFPUC are $206,000 less than the
FY2017/18 budget primarily due to an increased use of local source water.
(Note that the District’s FY2017/18 investment of $2.7M in capital
improvements at the Denniston Treatment Plant and replacement of the
Bridgeport pipeline allow us to utilize more of our local water.)

e The FY2018/19 and FY2019/20 Operations and Maintenance Budgets do not
include any water rate increases from SFPUC given SFPUC’s latest rate
projections.

e Total FY2018/19 Operating Expenses are 2.1% higher than the FY2017/18
(or $174,000), primarily due to inflationary increases offset by the decrease in
water purchases. Total FY2019/20 Operating Expenses are 3.3% higher than
the FY2018/19 budget, (or $286,000) due to inflationary increases

Capital Improvement Program (CIP) — Exhibit C
e $32,960,000 total 10-year CIP (FY2019 dollars)
e $18,130,000 total 5-year CIP (average of $3,626,000 per year)
0 Increase of $2,390,000 for 5-year CIP over prior year’s CIP for the
same 5-year period, primarily due to increases in cost estimates for
tank recoating/rehabilitation and pipeline projects.

Please note that due to the volume of paper, the individual detailed sheets for the CIP and
Operations and Maintenance Budgets are not included in this agenda packet. The budget




STAFF REPORT
Agenda: June 28, 2018
Subject: Proposed Draft FY2018/2019 and FY2019/2020 Budgets, CIP, etc.

Page Three

sheets are available in electronic form on the District’s website at www.coastsidewater.org
or hard copies may be obtained at the District’s office.
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EXHIBITS

Fiscal Year 2018-2019 Operations and Maintenance Budget
Fiscal Year 2019-2020 Operations and Maintenance Budget
Fiscal Year 2018/19 to 2027/28 Capital Improvement Program
Fiscal Year 2018/19 and Fiscal Year 2019/20 Budget Timeline
CCWD Financing Model
Raftelis Financial Consultants, Inc. “Cost of Service and Rate
Study” Report dated May 15, 2018
Resolution 2018-05 Amending the Rate and Fee Schedule to
Increase Water Rates and Finding that the Amendments are
exempt from the California Environmental Quality Act

E-2 Notice of Exemption
Notice of Public Hearing — Proposed FY 2018-2019 and FY 2019-
2020 Rate Adjustments for Water Services
Protest Letters



Exhibit A

DRAFT Updated: 6/27/2018 4:29 PM
YEAR 1 Operations & Maintenance Budget - FY 2018-2019
FY18/19 FY18/19 Budget Projected FY 18/19 Budget FY 18/19
Budget Vs. FY | Vs. FY 17/18 Vs. FY 17/18 Budget Vs. FY | YTD Actual FY 17/18
Proposed Budget Year End
06-Apr-18 EY 2018/19 Approved FY 17/18 17/18 Budget Budget Actual 17/18 Actual as of February 28.
Account Budget $ Change % Change FY 17/18 $ Change % Change 2018
Number Description
OPERATING REVENUE
4120 |Water Sales * $11,450,000 $10,805,600 $644,400 6.0%| $11,450,000 $0 0.0% $7,853,216
(in Million Gallons) 590 MG 560 MG
Total Operating Revenue $11,450,000 $10,805,600 $644,400 6.0%| $11,450,000 $0 0.0% $7,853,216
NON-OPERATING REVENUE
4170 |Hydrant Sales $50,000 $50,000 $0 0.0% $50,000 $0 0.0% $40,121
4180 |Late Penalty $60,000 $60,000 $0 0.0% $60,000 $0 0.0% $37,088
4230 |Service Connections $10,000 $10,000 $0 0.0% $10,000 $0 0.0% $7,999
4920 |Interest Earned $6,236 $6,174 $62 1.0% $6,174 $62 1.0% $5,943
4930 |Property Taxes $725,000 $700,000 $25,000 3.6% $725,000 $0 0.0% $510,111
4950 |Miscellaneous $25,000 $37,000 -$12,000 -32.4% $25,000 $0 0.0% $14,606
4955 |Cell Site Lease Income $165,000 $154,000 $11,000 7.1% $154,000 $11,000 7.1% $103,937
4965 |ERAF Refund $325,000 $250,000 $75,000 30.0% $366,651 -$41,651 -11.4% $366,651
Total Non-Operating Revenue $1,366,236 $1,267,174 $99,062 7.8% $1,396,825 -$30,589 -2.2% $1,086,456
|TOTAL REVENUES $12,816,236 $12,072,774]  $743,462] 6.2%| $12,846,825] -$30,589| -0.2%| $8,939,672|
OPERATING EXPENSES
5130 [Water Purchased $1,900,998 $2,106,991 -$205,993 -9.8% $1,900,000 $998 0.1% $1,301,837
5230 |Electrical Exp. Nunes WTP $42,697 $40,280 $2,417 6.0% $40,280 $2,417 6.0% $24,799
5231 |Electrical Expenses, CSP $337,080 $318,000 $19,080 6.0% $318,000 $19,080 6.0% $233,574
5232 |Electrical Expenses/Trans. & Dist. $26,966 $25,440 $1,526 6.0% $25,440 $1,526 6.0% $15,390
5233 [Elec Exp/Pilarcitos Cyn $39,248 $32,309 $6,939 21.5% $32,309 $6,939 21.5% $19,829
5234 |Electrical Exp., Denn $130,000 $92,220 $37,780 41.0% $120,000 $10,000 8.3% $59,983
5242 |CSP - Operation $10,700 $10,500 $200 1.9% $10,500 $200 1.9% $6,679
5243 |CSP - Maintenance $37,000 $37,000 $0 0.0% $37,000 $0 0.0% $6,154
5246 [Nunes WTP Oper $77,850 $72,000 $5,850 8.1% $72,000 $5,850 8.1% $31,867
5247 |Nunes WTP Maint $122,500 $122,500 $0 0.0% $122,500 $0 0.0% $78,547
5248 [Denn. WTP Oper. $47,000 $34,500 $12,500 36.2% $45,000 $2,000 4.4% $32,789
5249 |Denn WTP Maint $101,850 $60,000 $41,850 69.8% $100,000 $1,850 1.9% $61,563
5250 [Laboratory Expenses $71,450 $53,000 $18,450 34.8% $59,000 $12,450 21.1% $39,809
5260 |Maintenance Expenses $291,700 $291,700 $0 0.0% $291,700 $0 0.0% $184,552
5261 |Maintenance, Wells $40,000 $40,000 $0 0.0% $40,000 $0 0.0% $0
5263 |Uniforms $12,500 $10,000 $2,500 $10,000 $2,500 25.0% $4,764
5318 |Studies/Surveys/Consulting $160,000 $160,000 $0 0.0% $160,000 $0 0.0% $52,445
5321 |Water Resources $25,200 $37,000 -$11,800 -31.9% $24,000 $1,200 5.0% $9,242
5322 |Community Outreach $54,700 $54,700 $0 0.0% $54,700 $0 0.0% $19,550
5381 |Legal $100,000 $110,000 -$10,000 -9.1% $100,000 $0 0.0% $30,306
5382 |Engineering $60,000 $100,000 -$40,000 -40.0% $60,000 $0 0.0% $24,655
5383 |Financial Services $20,000 $20,000 $0 0.0% $20,000 $0 0.0% $13,938
5384 |Computer Services $163,600 $144,800 $18,800 13.0% $144,800 $18,800 13.0% $79,319
5410 |Salaries, Admin. $1,133,881 $1,150,980 -$17,099 -1.5% $950,000 $183,881 19.4% $573,922
5411 |Salaries - Field $1,400,532 $1,266,081 $134,451 10.6% $1,340,000 $60,532 4.5% $876,332
5420 |Payroll Taxes $177,734 $170,555 $7,179 4.2% $170,555 $7,179 4.2% $102,743
5435 |Employee Medical Insurance $444,246 $447,056 -$2,809 -0.6% $425,000 $19,246 4.5% $260,367
5436 |Retiree Medical Insurance $50,659 $47,215 $3,444 7.3% $47,215 $3,444 7.3% $26,580
5440 |Employee Retirement $598,859 $544,380 $54,479 10.0% $544,380 $54,479 10.0% $336,119
5445 |SIP 401a Plan $35,000 $35,000 $0 0.0% $35,000 $0 0.0% $0
5510 [Motor Vehicle Exp. $60,000 $50,700 $9,300 18.3% $60,000 $0 0.0% $48,755
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YEAR 1 Operations & Maintenance Budget - FY 2018-2019
Fyig/19 [Fv18/19Budget| . FY 18/19 Budget |  FY 18/19
Budget Vs. FY | Vs. FY 17/18 rojecte Vs.FY 17/18 | Budget Vs. FY | YTD Actual FY 17/18
Proposed Budget Year End
06-Apr-18 EY 2018/19 Approved FY 17/18 17/18 Budget Budget Actual 17/18 Actual as of February 28.
Account Budget $ Change % Change FY 17/18 $ Change % Change 2018
Number Description

5620 |Office & Billing Expenses $261,600 $225,500 $36,100 16.0% $225,500 $36,100 16.0% $150,527

5625 |Meetings/Training/Seminars $26,000 $24,000 $2,000 8.3% $24,000 $2,000 8.3% $16,562

5630 |Insurance $129,000 $120,000 $9,000 7.5% $126,000 $3,000 2.4% $85,582

5687 |Memberships & Subscriptions $75,970 $75,350 $620 0.8% $75,350 $620 0.8% $54,149

5688 |Election Expense $25,000 $0 $25,000 $0 $25,000 $0

5689 |Union Expenses $6,000 $6,000 $0 0.0% $6,000 $0 0.0% $0

5700 |County Fees $20,000 $20,000 $0 0.0% $20,000 $0 0.0% $12,856

5705 |State Fees $36,500 $24,000 $12,500 52.1% $36,000 $500 1.4% $26,620
Total Operating Expenses $8,354,018 $8,179,756 $174,262 2.1% $7,872,229 $481,789 6.1% $4,902,704

CAPITAL ACCOUNTS

5712 |Existing Bonds - 20068 $486,383 $486,776 -$393 -0.1% $486,776 -$393 -0.1% $362,515

5715 |Existing Bond-CIEDB 11-099 $336,126 $336,269 -$143 0.0% $336,269 -$143 0.0% $336,269

5716 |CIEDB 16-111 $324,235 $324,652 -$417 $324,652 -$417 $324,652
Total Capital Accounts $1,146,744 $1,147,697 -$953 -0.1% $1,147,697 -$953 -0.1% $1,023,436
|[TOTAL REVENUE LESS TOTAL EXPENSE [ $3,315,474] $2,745,322]  $570,153] 20.8%]  $3,826,899] -$511,425] -13.4%] $3,013,532]
[ 5713 [Cont. to CIP & Reserves | $3,315,474|

* Estimated at 590 MG (increase from 560 MG in FY2017/18 budget)
Does not reflect any rate adjustment - still to be determined - Water Revenue is
calculated at FY2017/18 rates at 590MG.
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YEAR 2 Operations & Maintenance Budget - FY 2019-2020

Updated: 6/27/2018 4:31 PM

Proposed Proposed FY19/20 Budget | FY19/20 Budget
FY 2019720 FY 2018719 Vs. FY 18/1% Vs. FY 18/1% Approved
06-Apr-18 Budget Budget FY 2017/18
Account Number Description Budget Budget $ Change % Change Budget
OPERATING REVENUE
4120 |Water Sales * $11,565,000 $11,450,000 $115,000 1.0% $10,805,600
Water Sales in MG 596 MG 590 MG
Total Operating Revenue $11,565,000 $11,450,000 $115,000 1.0% $10,805,600
560 MG
NON-OPERATING REVENUE
4170 Hydrant Sales $50,000 $50,000 $0 0.0% $50,000
4180 Late Penalty $60,000 $60,000 $0 0.0% $60,000
4230 Service Connections $10,000 $10,000 $0 0.0% $10,000
4920 Interest Earned $6,270 $6,236 $34 0.5% $6,174
4930 Property Taxes $725,000 $725,000 $0 0.0% $700,000
4950 Miscellaneous $25,000 $25,000 $0 0.0% $37,000
4955 Cell Site Lease Income $171,300 $165,000 $6,300 3.8% $154,000
4965 ERAF Refund $338,000 $325,000 $13,000 4.0% $250,000
Total Non-Operating Revenue $1,385,570 $1,366,236 $19,334 1.4% $1,267,174
|TOTAL REVENUES $12,950,570 $12,816,236| $134,334] 1.0% $12,072,774|
OPERATING EXPENSES
5130 Water Purchased $1,941,948 $1,900,998 $40,950 2.2% $2,106,991
5230 Electrical Exp. Nunes
WTP $45,259 $42,697 $2,562 6.0% $40,280
5231 Electrical Expenses, CSP $357,305 $337,080 $20,225 6.0% $318,000
5232 Electrical $28,584 $26,966 $1,618 6.0% $25,440
5233 Elec Exp/Pilarcitos Cyn $42,000 $39,248 $2,752 7.0% $32,309
5234 Electrical Exp., Denn $137,800 $130,000 $7,800 6.0% $92,220
5242 CSP - Operation $11,128 $10,700 $428 4.0% $10,500
5243 CSP - Maintenance $37,000 $37,000 $0 0.0% $37,000
5246 Nunes WTP Oper $80,964 $77,850 $3,114 4.0% $72,000
5247 Nunes WTP Maint $122,500 $122,500 $0 0.0% $122,500
5248 Denn. WTP Oper. $49,000 $47,000 $2,000 4.3% $34,500
5249 Denn WTP Maint $104,000 $101,850 $2,150 2.1% $60,000
5250 Laboratory Expenses $75,000 $71,450 $3,550 5.0% $53,000
5260 Maintenance Expenses $300,000 $291,700 $8,300 2.8% $291,700
5261 Maintenance, Wells $40,000 $40,000 $0 0.0% $40,000
5263 Uniforms $12,500 $12,500 $0 $10,000
5318 Studies/Surveys/Consultin
g $160,000 $160,000 $0 0.0% $160,000
5321 Water Resources $26,200 $25,200 $1,000 4.0% $37,000
5322 Community Outreach $56,900 $54,700 $2,200 4.0% $54,700
5381 Legal $100,000 $100,000 $0 0.0% $110,000
5382 Engineering $62,000 $60,000 $2,000 3.3% $100,000
5383 Financial Services $22,000 $20,000 $2,000 10.0% $20,000
5384 Computer Services $167,600 $163,600 $4,000 2.4% $144,800
5410 Salaries, Admin. $1,179,832 $1,133,881 $45,952 4.1% $1,150,980
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YEAR 2 Operations & Maintenance Budget - FY 2019-2020
Proposed Proposed
FY19/20 Budget | FY19/20 Budget
FY 2019720 FY 2018719 Vs. FY 18/19 Vs. FY 18/19 Approved
06-Apr-18 Budget Budget FY 2017/18
Account Number Description Budget Budget $ Change % Change Budget
5411 Salaries - Field $1,461,020 $1,400,505 $60,515 4.3% $1,266,081
5420 Payroll Taxes $183,582 $177,733 $5,849 3.3% $170,555
5435 Employee Medical
Insurance $481,419 $444,246 $37,173 8.4% $447,056
5436 Retiree Medical Insurance $55,274 $50,659 $4,615 9.1% $47,215
5440 Employee Retirement $619,321 $598,859 $20,462 3.4% $544,380
5445 SIP 401a Plan $35,000 $35,000 $0 0.0% $35,000
5510 Motor Vehicle Exp. $63,000 $60,000 $3,000 5.0% $50,700
5620 Office & Billing Expenses $272,200 $261,600 $10,600 4.1% $225,500
5625 Meetings/Training/Semina
s $27,000 $26,000 $1,000 3.8% $24,000
5630 Insurance $137,000 $129,000 $8,000 6.2% $120,000
5687 Memberships &
Subscriptions $78,970 $75,970 $3,000 3.9% $75,350
5688 Election Expense $0 $25,000 -$25,000 -100.0% $0
5689 Union Expenses $6,000 $6,000 $0 0.0% $6,000
5700 County Fees $24,000 $20,000 $4,000 20.0% $20,000
5705 State Fees $36,500 $36,500 $0 0.0% $24,000
Total Operating Expenses $8,639,805 $8,353,991 $285,813 3.3% $8,179,756
CAPITAL ACCOUNTS
5712 Existing Bonds - 20068 $484,831 $486,383 -$1,552 -0.3% $486,776
5715 Existing Bond-CIEDB 11-
099 $335,977 $336,126 -$149 0.0% $336,269
5716 CIEDB 16-111 $323,803 $324,235 -$432 $324,652
Total Capital Accounts $1,144,611 $1,146,744 -$2,133 -0.2% $1,147,697
[TOTAL REVENUE LESS TOTAL EXPENSE] $3,166,154| $3,315,501 | -$149,346| -4.5%| [ $2,745,322|
[ 5713 [Cont. to CIP & Reserves | $3,166,154|

* Estimated at 596 MG (1% volume increase from 590 MG in FY2018/19 budget)
Sales do not reflect any rate adjustments for FY2018/19 or FY 2019/20 --- still to be determined
Water sales are calculated using FY2017/18 rates.
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CIP Projects FY 18/19 to FY 27/28 Exhibit C
FY 18/19 to FY
Project # Project Name Comments FY18/19 FY 19/20 FY 20/21 FY 21/22 FY 22/23 FY 23/24 FY 24/25 FY 25/26 FY26/27 FY27/28 27/28 Total
Equipment Purchase & Replacement
SCADA/Telemetry/Electric Controls Replacement (Backup
06-03 Communications @ Cabhill, PRV controls) S 50,000 | $§ 50,000 | $§ 50,000 | $ 50,000 | $§ 50,000 | $ 50,000 | $§ 50,000 | $§ 50,000 | $§ 50,000 | $ 50,000 | $ 500,000
08-10 Backhoe S 200,000 S 200,000
15-04 Vactor Truck/Trailer S 500,000 S 500,000
New FY18-19. Valve truck will replace the
valve exercising trailer that was purchased ~10
19-XX Valve truck years ago. S 225,000 S 225,000
99-02 Vehicle Replacement Increase budget by $10K per year S 100,000 | $ 40,000 | S 40,000 | S 40,000 | S 40,000 | S 40,000 | S 40,000 | S 40,000 | S 40,000 | S 40,000 | S 460,000
Equipment Purchase & Replacement Totals S 150,000 $ 290,000 $ 315,000 $ 90,000 S 90,000 S 590,000 $ 90,000 S 90,000 S 90,000 S 90,000 S 1,885,000
Facilities & Maintenance
08-08 PRV Valves Replacement Project S 30,000 | $§ 30,000 | $ 30,000 | $ 30,000 S 120,000
09-09 Fire Hydrant Replacement Increase from $40K to $140K per year S 140,000 | $§ 140,000 | S 140,000 | $ 140,000 | $ 140,000 | $ 140,000 | $ 40,000 | S 40,000 | S 40,000 | S 40,000 | $ 1,000,000
15-03 District Administration/Operations Center S 3,000,000 S 3,000,000
16-07 Sample Station Replacement Project Increase from $20K to $30K S 30,000 S 30,000
Moved from FY17/18 to FY18/19 (restoration
17-15 Pilarcitos Canyon Emergency Road Repairs work from Feb 2017 storms) S 100,000 S 100,000
18-13 Denniston WTP and Tank Road Repairs and Paving New S 100,000 S 100,000
99-01 Meter Change Program Ongoing replacement of larger meters S 20,000 | $ 20,000 | $ 20,000 | $ 20,000 | $ 20,000 | $ 20,000 | S 20,000 | S 20,000 | S 20,000 | S 20,000 | S 200,000
Facilities and Maintenance Totals S 420,000 S 190,000 $ 190,000 $ 190,000 $ 160,000 $ 160,000 $ 60,000 $ 3,060,000 $ 60,000 S 60,000 S 4,550,000
Pipeline Projects
06-02 Highway 1 South Pipeline Replacement Project increase from $500K to $750K S 750,000 S 750,000
increase from $600K to $700K - need SFPUC
07-03 Pilarcitos Canyon Pipeline Replacement approval; moved from FY18/19 to FY19/20 S 700,000 S 700,000
07-04 Bell Moon Pipeline Replacement Project move up from FY23/24 and FY24/25 S 60,000 | S 250,000 S 310,000
13-02 Replace 8 Inch Pipeline Under Creek at Pilarcitos Ave Add $50K for design S 50,000 S 400,000 S 450,000
14-01 Replace 12" Welded Steel Line on Hwy 92 with 8" Add $100K for design S 100,000 $ 1,000,000 |$ 1,000,000|S$ 1,000,000 $ 3,100,000
Increased project by $1M in FY23/24 - due to
14-27 Grandview 2 Inch Replacement expanded scope; design in FY18/19 S 50,000 S 1,450,000 S 1,500,000
14-28 Replace 2 Inch Hilltop Market to Spanishtown S 240,000 S 240,000
14-29 Replace 2 Inch GS Purissima Way Move out from FY19/20 to FY20/21 S 125,000 S 125,000
14-30 Replace Miscellaneous 2 Inch GS El Granada Move up from FY19/20 to FY18/19 S 60,000 S 60,000
Increase from $225K to $450K; moved out
from FY 19/20 to FY20/21 - add design in FY
14-31 Ferdinand Avenue - Replace 4" WS Ferdinand Ave. to Columbus 18/19 S 60,000 S 450,000 S 510,000
Add $350K for PRVs - FY18/19 and FY19/20 --
will allow us to decrease pressure/extend life;
pushed out main replacement to FY26/27 and
14-32 Casa Del Mar - Replace Cast Iron Mains FY27/28 and increaase by $1M S 350,000 $ 1,500,000 [ $ 1,500,000 | $ 3,350,000
14-33 Miramar Cast Iron Pipeline Replacement Increase FY24/25 from $500K to $1M S 1,000,000 | $ 1,000,000 S 2,000,000
16-09 Slipline 10 Inch Pipeline in Magellan at Hwy 1 Move our from FY18/19 to FY20/21 S 100,000 S 100,000
18-01 Pine Willow Oak - 2400 feet increase FY21/22 from $500K to $1M S 1,000,000 S 1,000,000
19-XX Grand Blvd Pipeline/PRV Loop S 250,000
Added line item to cover unscheduled CIP that
occurs during the year. Removed pipeline
NN-00 Unscheduled CIP replacements in Yrs 6-10 S 100,000 | $ 100,000 | $ 100,000 | $ 100,000 | $ 100,000 | $ 100,000 | $ 100,000 | $ 100,000 | $ 100,000 | $ 100,000 [ $ 1,000,000
Pipeline Projects Totals $ 1,230,000 $ 1,400,000 $ 1,025,000 $ 1,500,000 $ 100,000 $ 2,790,000 $ 2,100,000 $ 2,100,000 $ 1,600,000 S 1,600,000 $ 15,195,000
Pump Stations/Tanks/Wells
06-04 Hazen's Tank Removal move from FY17/18 to FY18/19 S 30,000 S 30,000
Assumes design work plus start of project in
08-14 Alves Tank Recoating, Interior & Exterior FY18/19; $600K added from prior CIP S 600,000 | S 1,500,000 S 2,100,000
19-01 EG Tank #1 Recoating, Interior & Exterior New S 100,000 | $ 500,000 | $ 800,000 S 1,400,000
19-XX Miramar Tank - Chime new - seismic evaluation in FY18/19 S 40,000 S 250,000 S 290,000
Yellow = changes from FY2017/18 CIP 1of2



4/12/2018

COASTSIDE COUNTY WATER DISTRICT DRAFT
CIP Projects FY 18/19 to FY 27/28 Exhibit C
FY 18/19 to FY
Project # Project Name Comments FY18/19 FY 19/20 FY 20/21 FY 21/22 FY 22/23 FY 23/24 FY 24/25 FY 25/26 FY26/27 FY27/28 27/28 Total
08-16 Cahill Tank Exterior Recoat increased from $75K to $200K S 200,000 S 200,000
moved - design work in FY18/19 with
09-18 Pilarcitos Well Field Improvements implementation in FY19/20 S 150,000 S 150,000
11-02 CSPS Stainless Steel Inlet Valves S 100,000 S 100,000
FY 19/20 and FY20/21 - added design and
seismic evaluation $50K each year; moved tank
rehab out from FY20/21 to FY21/22 and
11-05 Half Moon Bay Tank #2 Interior & Exterior Recoat increased costs for $400K to $750K S 50,000 | $ 50,000 | $ 750,000 S 850,000
FY 19/20 and FY20/21 - added design and
seismic evalulation $50K each year; increased
11-06 Half Moon Bay Tank #3 Interior & Exterior Recoat costs of tank rehab for $400K to $1M S 50,000 | $§ 50,000 S 1,000,000 $ 1,100,000
Moved from FY18/19 to FY23/24; Increased
16-08 Denniston Well Field Improvements fromm $100K to $150K S 150,000 S 150,000
18-04 CSP Fire System Moved from FY18/19 to FY23/24; S 40,000 S 40,000
18-05 Denniston Tank THM Residual Control move from FY17/18 to FY18/19 S 80,000 S 80,000
18-06 CSP -- (3) Butterfly Valves increased from $45K to $80K S 80,000 S 80,000
19-XX Tanks - THM Control New S 120,000 S 120,000
Pump Stations/Tanks/Wells Totals $ 1,050,000 $ 2,450,000 $ 1,150,000 $ 750,000 $ 1,000,000 $ 290,000 $ - $ - $ - $ - $ 6,690,000
Water Supply Development
12-12 San Vicente Diversion and Pipeline moved $100K up from FY19/20 to FY18/19 S 100,000 | $ 200,000 [ $ 1,000,000 [ $ 1,000,000 S 2,300,000
13-04 Denniston Reservoir Restoration move from FY19/20 to FY20/21 S 1,000,000 S 1,000,000
17-12 Recycled Water Project Development move from FY17/18 to FY18/19 S 100,000 S 100,000
Water Supply Development Totals S 200,000 $ 200,000 $ 2,000,000 $ 1,000,000 $ - S - S - S - S - S - S 3,400,000
Water Treatment Plants
CNangea TTom SA5K Per year Tor (ST Years 1o
$500K to get work all completed at once; Cost
increase includes hiring a contractor to replace
the valves (vs. CCWD staff) due to safety
08-07 Nunes Filter Valve Replacement issues. S 500,000 S 500,000
Move up from FY23/24 to FY19/20; design
13-05 Denniston WTP Emergency Power work in FY19/19 S 50,000 | $§ 400,000 S 450,000
17-01 Nunes Water Treatment Plant Treated Water Meter removed S -
17-04 Denniston Dam Spillway Repairs work will be done in FY17/18 S -
18-11 Nunes Bulk Caustic Tank moved from FY17/18 to FY19/20 S 40,000 S 40,000
Water Treatment Plants Totals S 550,000 $ 440,000 $ - $ - $ - $ - $ - $ - $ - $ - $ 990,000
GRAND TOTAL $ 3,600,000 $ 4,970,000 $ 4,680,000 $ 3,530,000 $ 1,350,000 $ 3,830,000 $ 2,250,000 $ 5,250,000 $ 1,750,000 $ 1,750,000 $ 32,710,000
MEMO - Prior CIP S 3,598,000 S 2,238,000 S 2,628,000 S 4,148,000 S 3,128,000 S 2,483,000 S 1,683,000 S 4,683,000 $ 1,683,000 S 30,180,000
Difference S 2,000 S 2,732,000 S 2,052,000 S (618,000) S (1,778,000) S 1,347,000 S 567,000 S 567,000 S 67,000
5 year change Recap S 2,390,000 5 year average s 3,626,000
Delay Hwy 92 8 inch S (2,900,000)
Delay Casa del Mar Pipeline Replacement S (2,000,000) 5 year change Recap (cont'd)
Offset by addition of PRVs in Casa del Mar 5 350,000 Alves Tank Refurbishment 5 600,000
Delay Vactor Truck S (500,000) EG Tank #1 Refurbishment (New to CIP) S 1,400,000
Valve Truck (New to CIP) S 200,000 Miramar Tank Chime (New to CIP) 5 290,000
Fire hydrants 5 500,000 HMB Tank #2 5 430,000
Pipeline Replacement-Hwy 1 South 5 250,000 HMB Tank #3 5 680,000
Pipeline Replacement-Bell Moon S 310,000 Nunes Filter Valve Replacement S 275,000
Pipeline Replacement-Ferdinand S 285,000 Denniston Emergency Power S 450,000
Pipeline Replacement-Pine Willow S 500,000 Unscheduled CIP placeholder added S 500,000
Grand Blvd - PRV loop S 250,000 Other (< $200,000 projects) S 520,000
$ 2,390,000

Yellow = changes from FY2017/18 CIP
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EXHIBIT D

Coastside County Water District

BUDGET (CIP and O&M) PROCESS TIMELINE
Fiscal Year 2018-2019 and Fiscal Year 2019-2020

Description

Date

Staff Internal Budget Review — Distribute O&M Budget Worksheets and
Update CIP budget spreadsheet

January 2018

Finance Committee Meeting - Introduction to Budget Process/Timeline

January 3, 2018

Present Budget Timeline for Board approval

January 9, 2018
Regular Board Meeting

Special Board Meeting - Rate Study Kickoff

January 17, 2018

Staff Internal Budget Review — Worksheets Due/Review CIP Budget

January 24, 2018

Facilities Committee Meeting — Review Draft CIP Budget

January 31, 2018

Finance Committee Meeting — Review Draft O&M Budget & CIP

February 8, 2018

Present “Draft” O&M Budget and CIP to Board of Directors at Board
Meeting

February 13, 2018
Regular Board Meeting

Finance Committee Meeting — Review Draft Financing Plan and Preliminary
Rate Study Findings

March 13, 2018 (3PM)

Present “Draft” O&M Budget, CIP, and Financing Plan to Board of Directors
at Board Meeting

March 13, 2018
Regular Board Meeting

Customer Outreach — Website — Post Draft Budget and Finance Plan FY
2019

March 30, 2018

Customer Outreach — E-Newsletter — Shared with Facebook and Twitter
Message: Public Meeting Schedule for Budget —Links to Operations Budget
and CIP

March 30, 2018

Present “Draft” O&M Budgets for FY2018-2019 and FY2019-2020, CIP, and
Financing Plan to Board of Directors at Board Meeting

April 10, 2018
Regular Board Meeting

Special Meeting: Budget/Finance Plan Work Session with Board of Directors

April 16, 2018
Special Meeting

June 12, 2018




Special Meeting: Budget/Finance Plan Work Session with Board of
Directors; Approve Notice of Public Hearing (Prop 218)

May 3, 2018
Special Meeting

Present “Draft” O&M Budgets for FY2018-2019 and FY2019-2020, CIP,
Financing Plan, and Cost of Service and Rate Study to Board of Directors at
Board Meeting

May 8, 2018
Regular Board Meeting

Mail Notice of Rate Increase (Prop 218) — Minimum 45-Day Notice Before
Public Hearing and post Notice on Bulletin Board.

May 11, 2018

Prop 218 Notice published in the Half Moon Bay Review

May 16, 2018 & May 23, 2018

Customer Outreach — E-Newsletter — Shared with Facebook and Twitter
Message: Finance Plan for Fiscal Year 2018-2019 and 2019-2020. Invitation
to customers to attend public meetings that consider two years of rate
increases.

May 17, 2018

Present “Draft” O&M Budgets for FY2018-2019 and FY2019-2020, CIP,
Financing Plan, and Cost of Service and Rate Study to Board of Directors at
Board Meeting

June 12, 2018
Regular Board Meeting

Public Hearing - Approve O&M Budget and CIP — Approve Rate
Adjustments for FY2018-2019 and FY2019-2020

June 28, 2018 (7PM)
Public Hearing

June 12, 2018




Coastside County Water District Exhibit E
Water Rate Analysis (Uses average 5 year capital)
Table 1. Summary Projections
2018/19 2019/20 2020/21 2021/22 2022/23
- - - - -
b b b b b
Projected Revenue Changes 2.3% 4% 4% 4% 4%
Reserve Fund Balance
$10.0
——gr== Target Reserve Balance: Op Reserves @25% + Debt Service + PayGo Capital
$9.0 | ==m e Fund Balance without Increases
m == und Balance with Increases
5 $80
o $6.0
F—-_.—
O = - _
S 350 - -
-—
m -
o $40 - o
bt ~
S $30 Sug
O]
x ~
> $20 ~
£ Sa
©
S $1.0
L
$0.0 : :
2017/18 2018/19 2019/20 2020/21 2021/22 2022/23
Recap: Cash Projections 2018/19 2019/20 2020/21 2021/22 2022/23
Reserves/Cash Balance Beg. Bal. S 5,741,775 $ 5,730,682 $ 6,020,008 $ 6,492,080 $ 7,008,607
Plus: Contribution to Capital Reserves S 3,578,908 $ 3,905,025 $ 4,087,463 S 4,131,600 $ 4,164,921
Plus: Loan Proceeds .
Plus: T&S fees S 10,000 $ 10,300 $ 10,609 $ 10,927 $ 11,255
Less: Capital Projects $ (3,626,000) $ (3,626,000) $ (3,626,000) $ (3,626,000) $ (3,626,000)
Reserves/Cash Balance End. Bal. $ 5,730,682 $ 6,020,008 $ 6,492,080 $ 7,008,607 $ 7,558,784

6.25.18
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445 S Figueroa St. Phone 213.262.9300 www.raftelis.com
Suite 2270 Fax 213.262.9303
Los Angeles CA 90071

RAFTELIS

May 15, 2018

Mary Rogren, Assistant General Manager
Coastside County Water District

766 Main Street

Half Moon Bay, CA 94019

Subject: Cost of Service and Rate Study Report

Dear Ms. Rogren,

Raftelis Financial Consultants, Inc. (Raftelis) is pleased to provide this Cost of Service and Rate Study Report
(Study) for Coastside County Water District (CCWD or District) to develop cost of service based water rates with
a technically sound methodology which meets the requirements of California Constitution Article XIlI D, Section
6 (commonly referred to as “Proposition 218”). In particular, this Study contains thorough details on the
following:

1. The legal framework surrounding Proposition 218, particularly with respect to potable water
service

2. Recommended revisions and modifications to rate structures and customer classes

3. Equitable cost of service based potable water commodity rates, bi-monthly fixed charges, and
private fire service charges that meet the requirements of Proposition 218

The Study summarizes the key findings and results related to the cost allocations to customer classes and
development of rates and charges for water service.

It has been a pleasure working with you and we thank you, Mr. David Dickson, and District staff for the support
provided during the course of this Study.

Sincerely,
Raftelis Financial Consultants, Inc.

Sanjay Gaur Kevin Kostiuk
Vice President Senior Consultant
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1. EXECUTIVE SUMMARY

1.1 STUDY BACKGROUND
In 2018, Coastside County Water District (CCWD or District) contracted with Raftelis to conduct a
Cost of Service and Rate Study (Study) across all water services. This Study presents the cost
allocations for the respective customer classes and services and resulting water rates for
implementation in July 2018.

This Executive Summary compiles the proposed water rates and charges and contains a description
of the rate study process, methodology, results, and recommendations for CCWD rates. CCWD’s last
rate adjustment was effective July 1, 2017. CCWD wishes to establish fair and equitable rates that:
» Proportionately allocate the costs of providing service in accordance with California
Constitution Article XIII D, Section 6 (commonly referred to as Proposition 218)
»  Meet the District’s fiscal needs in terms of operational expenses, reserve targets, and capital
investment to maintain the water system
» Maintain affordable charges for customers that are fair and equitable
» Preserve an indirect price signal for those whose higher usage creates greater demands and
burdens on CCWD’s water system
»  Are easy for customers to understand and easy for CCWD staff to implement and update in
the future

1.2 STUDY OBJECTIVES

The major objectives of the Study include the following:
1. Evaluate the existing rate structures and propose revisions to tiered rate structures
2. Ensure recovery of all operations and maintenance (0&M) costs, ensure sufficient funding of

financial reserves, and funding of capital repair and replacement (R&R) collectively

3. Conduct a cost of service analysis for the water system

Allocate costs between user classes

5. Develop fair and equitable water rates that adequately recover costs, provide revenue
stability for recovering fixed costs, and maintain affordable water service while remaining
compliant with the requirements of Proposition 218

o

This Study was prepared using the principles established by the American Water Works Association’s
(AWWA) Principles of Water Rates, Fees, and Charges: Manual of Water Supply Practices M1, Sixth
Edition (M1 Manual). The M1 Manual’s general principles of rate structure design and the objectives
of the Study are described in Section 1.3.3.

1.3 WATER SYSTEM AND SERVICE AREA CHARACTERISTICS
The District provides treated water service to the City of Half Moon Bay and the communities of
Princeton, Miramar, and El Granada. The service area is approximately 14 square miles with service
provided to roughly 6,400 connections across a population of 17,000. The service area is heavily
residential with other customers including commercial and governmental users, landscape
irrigators, and agricultural users.

Raw water is provided from two sources: a mix of local surface water and groundwater and imported
water purchased from the San Francisco Public Utility Commission (SFPUC). Long term water supply
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mix is approximately 50 percent local source and 50 percent purchased water. Raw water from 20
miles of transmission pipelines is treated at one of two treatment plants before distribution through
the District’s 83 miles of pipeline.

14 LEGAL REQUIREMENTS AND RATE SETTING METHODOLOGY

1.4.1 California Constitution - Article Xlll 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 service fees and charges are property-related
fees and charges subject to the provisions of California Constitution Article XIII D, Section 6. The
principal requirements, as they relate to public water 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.

The restructured tiered rates presented in this report comply with the substantive requirements of
Proposition 218 as interpreted by the courts, including the April 2015 appellate court decision
Capistrano Taxpayers Association, Inc. v. City of San Juan Capistrano (2015) 235 Cal.App.4th 1493,
which requires calculating the cost of providing service among the different tiers for tiered rate
structures.

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 for potable customers and creates rates that do not exceed the proportionate cost
of providing water services on a parcel basis.

1.4.2 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.”
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Article X, Section 2 of the State Constitution acknowledges the need to preserve the State’s water
supplies and to discourage the waste or unreasonable use of water by encouraging conservation.
Accordingly, public agencies are constitutionally mandated to maximize the beneficial use of water,
prevent waste, and encourage conservation.

To meet the objectives of Article X, Section 2 a water purveyor may utilize its water rate design to
incentivize the efficient use of water. CCWD utilizes inclining tier (also known as “conservation
based” or simply “tiered”) water rates to incentivize customers to use water in an efficient manner.
The tiered 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 on a parcel basis within each customer class
to achieve compliance with Proposition 218.

CCWD is a signatory to the Memorandum of Understanding (MOU) of the California Water Efficiency
Partnership, formerly the California Urban Water Conservation Council (CUWCC). As a member
agency, CCWD recognizes the importance of water conservation in its portfolio of water supplies and
is committed to use water efficiently throughout its service area.

In addition to being a member of the California Water Efficiency Partnership, CCWD is charged with
mandates by the State of California to achieve reduced per capita water use. In 2008, Governor
Schwarzenegger signed into law a bill referred to as SBX7-7. In addition to providing a plan for
improving the Sacramento-San Joaquin Delta through co-equal goals for the environment and people,
SBX7-7 required all urban water suppliers to reduce per capita water use by 20 percent by the year
2020. CCWD'’s rate structure is one of the means by which the District is able to achieve this mandate.

When properly designed and differentiated by customer class, tiered rates allow a water utility to
send indirect conservation price signals to customers while proportionately allocating the costs of
service. Due to heightened interest in water use efficiency and conservation, tiered water rates are
ubiquitous, especially in California. Tiered rates meet the requirements of Proposition 218 as long as
the tiers reasonably reflect the proportionate cost of providing service on a parcel basis in each tier.

1.4.3 Cost-Based Rate-Setting Methodology

As stated in the AWWA M1 Manual, “the costs of water rates and charges should be recovered from
classes of customers in proportion to the cost of serving those customers.” To develop utility rates
that comply with Proposition 218 and industry standards while meeting other emerging goals and
objectives of the utility, there are four major steps discussed below and previously addressed in
Section 1.2.

1) Calculate the Revenue Requirement
The rate-making process starts by determining the base year (rate setting year) revenue
requirement, which for this Study is Fiscal Year (FY) 2018-2019. The revenue requirement should
sufficiently fund the utility’s operations and maintenance (0&M), debt service, capital expenses
(Repair and Replacement abbreviated as R&R), and reserve funding.
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2) Cost of Service Analysis (COS)

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, treatment, transmission, distribution,
storage, meter servicing, and customer billing and collection.

2. Allocate functionalized costs to cost components. Cost components include variable supply,
base delivery, maximum day, maximum hour?, conservation, public fire protection, 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 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.

A COS analysis considers both the average quantity of water consumed (base costs) and the peak rate
at which itis consumed (peaking or capacity costs as identified by maximum day and maximum hour
demands)2. Peaking costs are costs that are incurred during peak times of consumption. There are
additional costs associated with designing, constructing, operating and maintaining, and replacing
facilities to meet peak demands. These peak demand costs need to 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.

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 various utility objectives, such as
conservation, affordability for essential needs, and revenue stability, among others. Rates may also
act as a public information tool in communicating these objectives to customers.

4) Rate Adoption
Rate adoption is the last step of the rate-making process. Raftelis documents the rate study results in
this Study which reflect the basis upon which the rates were calculated, the rationale and
justifications behind the proposed changes, and their anticipated financial impacts to ratepayers.

1.5 RESULTS AND RECOMMENDATIONS

1.5.1 Factors Affecting Revenue Adjustments
The following items affect the water system'’s revenue requirement (i.e., costs), thus its water rates.
CCWD’s expenses include Operation and Maintenance (0O&M) expenses and capital expenses
(including debt service).

1 Collectively maximum day and maximum hour costs are known as peaking costs or capacity costs.

Z System capacity is the system'’s ability to supply water to all delivery points at the time when demanded.
Coincident peaking factors are calculated for each customer class at the time of greatest system demand. The
time of greatest demand is known as peak demand. Both the operating costs and capital asset related costs
incurred to accommodate the peak flows are generally allocated to each customer class based upon the class’s
relative demands during the peak month, day, and hour event.
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» Operating & Maintenance Expenses: CCWD incurs costs to operate and maintain the
water system including water supply costs, personnel and customer service costs, water
pumping and treatment facilities costs, and technical services costs. Inflationary pressure
on these expenses is generally between two and four percent per year. This is comparable
to the long-term consumer price index (CPI) of approximately 2.8 percent per year.

Water supply costs have increased substantially in the past several years as the cost of
imported purchased water from the San Francisco Public Utility Commission (SFPUC)
increased by 41 percent from FY 2012-2013 to FY 2016-2017.

» Capital Funding: CCWD requires approximately $3.6 million in annual capital
expenditures to maintain the existing system at the same level of service. These capital
expenditures include both capital projects and capitalized expenses. For the purpose of
this Study, capital projects are expected to be fully funded by rate revenue (cash
reserves). Management may elect to expedite or postpone annual Capital Improvement
Projects (CIP) based on system demand, funding availability, and other conditions.

» Reserve Funding: CCWD has adopted reserve policies for the utility to meet cash flow
needs (operating), ensure adequate funding of capital repairs and replacements (capital),
and to fund certain liabilities as part of bond covenants (debt). The targeted reserve
policy for the Operating Reserve is 25 percent of annual expenses to fund short term
variations in operating costs and for unanticipated changes in revenues and expenses.
The Operating Reserve for FY 2018-2019 is $2.09 million. The capital reserve allows the
utility to award contracts and provide flexibility in the timing of projects. The defined
policy for the Capital Reserve is one year of long term annual CIP or $3.63 million. The
Debt Service Reserve policy is one year of debt service which is $1.14 million for the
District. The total target for all reserves is approximately $6.86 million in FY 2018-2019.
The District’s current reserve balance is approximately $5.1 million. Modest additions in
annual reserve funding will allow the District to achieve the target over a long horizon.

» Conservation: The recent drought, mandated water conservation, and public outreach
efforts have reduced water demand within CCWD’s service area and, therefore, the
revenues of the utility. Customers reduced water use by approximately 20 percent when
comparing FY 2016-2017 to FY 2012-2013. CCWD anticipates permanent demand
reductions from behavioral changes, increased efficiencies, and permanent conservation
actions and measures taken during the drought, such as the installation of water efficient
appliances and landscape changes that have occurred. Total long-term demand is
estimated at 1,810 acre-feet per year.

Given the factors detailed above and the FY 2018-2019 revenue requirement of $11.71 million, CCWD
has proposed a revenue adjustment of 2.3 percent for FY 2018-2019 when compared to FY 2017-
2018. Table 1-1 shows the proposed revenue adjustment, which is used to allocate costs to the
service classes and calculate proposed rates. The revenue adjustment is proposed for
implementation on July 1, 2018 with a second-year increase of 4 percent on July 1, 2019 based on the
District’'s FY 2019-2020 budget. The assumptions used in calculating the FY 2018-2019 revenue
adjustments are described in more detail in Section 2 and the rationale for the FY 2019-2020 revenue
requirement is discussed in Section 7.
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Table 1-1: Proposed Revenue Adjustments

Revenue Requirement | Revenue Adjustment

FY 2018-2019 $11.71 Million 2.3%
FY 2019-2020 $12.18 Million 4.0%

1.5.2 Proposed Rates and Charges
The following subsections summarize the final rates and charges derived through the cost of service
study. All rates are proposed to be implemented on July 1, 2018.

Table 1-2 shows the current and proposed meter-based fixed charges. The proposed rates are
applicable to all metered users. The rates for the current and proposed fixed charge are calculated
on the basis of a property’s meter size. The proposed FY 2018-2019 rates account for the revenue
adjustment found in Table 1-1.

Table 1-2: Current and Proposed Rates for Bi-Monthly Base Charges

($/Meter Size)
| wewrsie | TR | OIS | soiferene | %oferencs
Charge Charge

5/8" $55.55 $52.20 $3.35 6%

3/4" $82.09 $78.45 $3.64 5%

1" $135.18 $130.76 $4.42 3%

1-1/2" $267.90 $252.52 $15.38 6%

2" $427.16 $418.48 $8.68 2%

3" $931.48 $915.50 $15.98 2%

4" $1,674.70 $3,139.22 (51,464.52) -47%

Table 1-3 shows the current and proposed charges for private fire service customers. The proposed
rates are applicable to all users with private fire service. The rates for the current and proposed fire
service charge are calculated on the basis of the diameter of the fireline serving a property. The
proposed FY 2018-2019 rates are inclusive of the revenue adjustment found in Table 1-1.

Table 1-3: Current and Proposed Rates for Bi-Monthly Private Fire Service Charges

($/Line Size)

Size Charge Charge
3/4" $9.31 $8.57 $0.74 9%
1" $12.42 $11.43 $0.99 9%
1-1/2" $18.62 $17.15 $1.48 9%
2" $24.83 $22.86 $1.97 9%
3" $37.24 $34.29 $2.95 9%
4" $49.65 $45.72 $3.93 9%
5” $62.07 $57.15 $4.92 9%
6" $74.48 $68.58 $5.90 9%
8" $99.30 $91.44 $7.86 9%
10" $124.13 $114.30 $9.83 9%
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Table 1-4 shows the current and proposed water rates (commodity charges) for all customers. The
rates for the current and proposed commodity charges are calculated on the basis of customer class
and tier and are expressed in dollars per hundred cubic feet ($/hcf).

Raftelis recommends certain rate structure changes to better reflect similarities and differences
across customer classes as well as usage characteristics within customer classes. In addition to the
class rate structure modifications, Raftelis recommends new tier definitions as shown in Table 1-4.
Changes to the existing customer classes and tier definition modifications are discussed in detail in
Section 5. The proposed FY 2018-2019 rates are inclusive of the revenue adjustment found in Table
1-1.

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

Customer Class & Tier Propo's¢'ec! Tier Curr(.an.t'Tler Proposed Current
Definition Definition Rate Rate
SFR

Tier 1 0-8 0-4 $8.83 $9.65
Tier 2 9-16 5-16 $12.92 $10.77
Tier 3 >16 17-30 $15.63 $13.89
Tier 4 >30 N/A $18.41
MFR Uniform N/A $11.77 $11.88
All Other Customers Uniform Uniform $12.55 $11.88

Together, the components of the proposed water service charges are structured to recover the
proportionate costs of providing water service to each customer class and each connection within
the service area.
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2. DISTRICT BUDGET

The Study year is Fiscal Year (FY) 2018-20193, with proposed revenue adjustments and rates
presented for the same year. CCWD staff provided Raftelis with budgeted FY 2018-2019 operating
expenditures and estimated capital and reserve contribution (net cash). The combination of the two
becomes the total revenue required to operate and maintain the utility at the existing level of service.
For FY 2018-2019 the operating requirement is $8.19 million. The capital requirement is $3.52
million#. The total revenue required from rates is $11.71 million and is summarized in Table 2-1. The
revenue requirement is discussed in detail in Table 4-1 in Section 4: Cost of Service Analysis.

Table 2-1: FY 2018-2019 Proposed Budget

REVENUE REQUIREMENTS FY 2018-2019

REVENUES

Operating Revenues

Water Sales $11,450,000
Total Operating Revenues $11,450,000
Non-Operating Revenues

Hydrant Sales $50,000
Late Penalty $60,000
Service Connections $10,000
Interest Earned $6,236
Property Taxes $725,000
Miscellaneous $25,000
Cell Site Lease Income $165,000
ERAF Refund $325,000
Total Non-Operating Revenues $1,366,236
TOTAL REVENUES $12,816,236
OPERATING EXPENDITURES

Water Purchased $1,900,998
Electrical Exp. Nunes WTP $42,697
Electrical Expenses, CSP $337,080
Electrical Expenses/Trans. & Dist. $26,966
Elec Exp/Pilarcitos Cyn $39,248
Electrical Exp., Denn $130,000
CSP - Operation $10,700
CSP - Maintenance $37,000
Nunes WTP Oper $77,850
Nunes WTP Maint $122,500

3 CCWD'’s fiscal year is July 1 through June 30.
4 The capital requirement includes $3.62 million in long term annual CIP repair and replacement and use of
$100,000 in reserves in FY 2018-2019.
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Denn. WTP Oper. $47,000

Denn WTP Maint $101,850
Laboratory Expenses $71,450
Maintenance Expenses $291,700
Maintenance, Wells $40,000
Uniforms $12,500
Studies/Surveys/Consulting $160,000
Water Resources $25,200
Community Outreach $54,700
Legal $100,000
Engineering $60,000
Financial Services $20,000
Computer Services $163,600
Salaries, Admin. $1,133,881
Salaries - Field $1,400,505
Payroll Taxes $177,733
Employee Medical Insurance $444,246
Retiree Medical Insurance $50,659
Employee Retirement $598,859
SIP 401a Plan $35,000
Motor Vehicle Exp. $60,000
Office & Billing Expenses $261,600
Meetings/Training/Seminars $26,000
Insurance $129,000
Memberships & Subscriptions $75,970
Election Expense $25,000
Union Expenses $6,000
County Fees $20,000
State Fees $36,500
TOTAL OPERATING EXPENDITURES $8,353,991
REVENUES LESS OPERATING EXPENSES $4,462,245
DEBT SERVICE

Existing Bonds - 2006B $486,383
Existing Bond-CIEDB 11-099 $336,126
CIEDB 16-111 $324,235
TOTAL DEBT SERVICE $1,146,744
Net Revenue to CIP & Reserves Contribution $3,315,501
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3. PROJECTED WATER DEMAND AND
ACCOUNT INFORMATION

FY 2018-2019 is the baseline consumption year within the cost of service and rate model using billed
water consumption for FY 2016-2017. Table 3-1 through Table 3-3 shows the total number of
connections and water demand. Total potable water demand is assumed to increase by seven and a
half percent relative to FY 2016-2017, based on District staff estimates.

Table 3-1 shows the count of meters by meter size. The overwhelming majority of customers are
Single Family Residential (SFR) and the most common meter size is 5/8”. The District has 6,439 active

meters subject to the bi-monthly base charges. No growth in meters or customer accounts is assumed.

Table 3-1: FY 2018-2019 Potable Meter Count

Total by
Meter Size

5/8" 6,000
3/4" 194
1" 175
1-1/2" 28
2" 34
3" 5
4" 3
Total 6,439

Table 3-2 shows the firelines and sizes subject to private fire service charges. The vast majority of
firelines are 1” in diameter. The District has 995 firelines subject to charges. No growth in fireline
accounts is assumed.

Table 3-2: FY 2018-2019 Private Fireline Count

Fireline Total by
Size Fireline Size

3/4" 10
1" 658
1-1/2" 49
2" 82
3" 4
4" 123
5" 0
6" 55
8" 13
10" 1
Total 995

Table 3-3 shows estimated water demand for FY 2018-2019, by customer class. FY 2016-2017 actual
water sales are increased by seven and a half percent to arrive at staff’s estimated FY 2018-2019

5 Certain customers are billed by the District monthly instead of bi-monthly
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water sales. Total estimated water deliveries in FY 2018-2019 are 788,525 hundred cubic feet (hcf)
or 1,810 acre-feet (AF). FY 2018-2019 represents the estimate for long term baseline demand. The
totals do not account for system water loss, which is discussed in Section 6.

Table 3-3: Annual Water Demand by Proposed Rate Class

Water Sales Water Sales Water Sales
Delivery FY 2016-2017 FY 2018-2019 FY 2018-2019
(Actual) hcf (Estimated) hcf (Estimated) AF
Single Family Residential (SFR) 386,887 107.5% 415,904 955
Multi-Family Residential (MFR) 40,919 107.5% 43,988 101
All Other Customers 305,706 107.5% 328,634 754
Total 733,512 788,525 1,810
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4. COST OF SERVICE ANALYSIS

4.1 METHODOLOGY

The principles and methodology of a cost of service analysis were described in Section 1.4 and are
summarized 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, treatment, transmission, distribution,
storage, meter servicing, and customer billing and collection.

2. Allocate functionalized costs to cost components. Cost components include variable supply,
base delivery, maximum day, maximum hour, conservation, public fire protection, 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 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.

A COS analysis considers both the average quantity of water consumed (base costs) and the peak rate
at which itis 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, and operating and maintaining facilities to
meet peak demands. These peak demand costs need to 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 (plainly,
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/or 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 functions (i.e., cost categories) for the cost of service
analysis include:

1. Water Supply
2. Reservoir

3. Pumping

4. Transmission
5. Treatment
6. Distribution
7. Meters

8. Hydrants

9. Conservation

10. Operations, Meters, and Customer®

6 This function reflects the specific accounting of District cost categories which include personnel and costs
related to water operations, meter maintenance, and customer service duties.
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11. General

The functionalized costs are then allocated to the cost causation components which become the
rate components in Section 6.7 The cost components include:

1.

Supply costs are related to the production of local raw water and purchase of imported raw
water supplies. As explained in previous sections, CCWD acquires water from two primary
sources of supply, local and imported.

Base (average) costs vary with the total quantity of water used within the water system
under average conditions. These costs may include treatment, transmission and distribution
facilities, storage costs, and capital costs associated with serving customers at a constant, or
average, annual rate of use. Base costs are, therefore, spread over all units of water equally.
Peaking (maximum day and maximum hour) 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 facilities, such as distribution 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. Therefore, extra capacity costs include the O&M and
capital costs associated with meeting peak customer demand in excess of average annual rate
of use, or base use, requirements.

Meter Service costs include maintenance and capital costs related to meters and associated
services.

Customer costs are 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.

Fire Protection are costs of providing public and private fire protection service. They include
both direct and indirect capital and maintenance costs for fire hydrants and private fire
connections, as well as indirect costs for source of supply, treatment, transmission, and
distribution of water as these facilities and infrastructure must be upsized to meet fire flow
demand.

Conservation costs include all costs of funding, administering, and executing water
conservation and efficiency related programs and services, as well as development of
alternative and/or supplemental water supplies.

General and administrative costs are incurred in operating and maintaining the water
system not otherwise recovered in the other functionalized cost components. These 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.

REVENUE REQUIREMENT

Table 4-1 shows the FY 2018-2019 revenue requirement of $11,710,499. The total represents all
0O&M and capital revenue requirements. 0&M expenses include costs directly related to the supply,

treatment, and distribution of water, as well as routine maintenance of system facilities. To arrive at

the rate revenue requirement, we subtract revenue offsets (non-rate revenues) and adjustment for

7 This Study uses the Base-Extra Capacity methodology set forth in the M1 Manual for functionalizing and
allocating costs.
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annual net cash balances which fund R&R capital and District reserves. The result is the total revenue
required from rates. This total is the amount that meter base charges, private fire service charges,
and commodity rates are designed to collect.

Table 4-1: FY 2018-2019 Revenue Required from Rates

Revenue Requirements Operating Capital

Operating Expenses $8,353,991 $8,353,991
Debt Service $1,146,744 $1,146,744
Sub-total Revenue Requirements $8,353,991 $1,146,744 $9,500,735

Rate Revenue Offsets

Property Taxes $725,000 $725,000
Cell Site Lease Income $165,000 $165,000
Other Non-Rate Revenue $426,236 $426,236
Total Rate Revenue Offsets $165,000 $1,151,236 $1,316,236
Adjustments

Annual Capital Funding $3,626,000 $3,626,000
Annual Reserve Funding?® ($100,000) (5100,000)
Total Adjustments ] $3,526,000 $3,726,000
COS to be Recovered from Water Rates $8,188,991 $3,521,508 $11,710,499

4.1 FUNCTIONALIZATION OF O&M EXPENSES
Table 4-2 shows the functionalization of CCWD O&M expenses for the rate setting year, FY 2018-

2019. Functionalizing 0&M expenses allows Raftelis to follow the principles of rate setting theory in
which the goal is to allocate the 0&M expenses to cost causation components. The totals by function
are presented in Table 4-2.

Table 4-2: Functionalization of 0&M Expenses

Cost Category 0o&M Expens;t;; by Function

Supply $2,238,078
Pumping $169,247
Transmission $74,666
Treatment $503,347
Distribution $424,200
Conservation $79,900
Ops/Meters/Customer $1,133,881
General $3,730,672
Total $8,353,991

8 The District anticipates drawing upon $100,000 in reserves in FY 2018-2019 to help fund capital during the
fiscal year. Annual Reserve Funding is, therefore, shown as a negative number.
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42 ALLOCATION OF FUNCTIONALIZED EXPENSES TO COST COMPONENTS

After functionalizing expenses, the next step is to allocate the functionalized expenses to cost
components. To do so, we must identify system-wide peaking factors. The system-wide factors for
base and max day were calculated using CCWD daily water production records. Daily production
record values and ratios are shown in Table 4-3. The ratio in the column furthest right is the
maximum day production in million gallons per day (mgd) divided by the average production in
million gallons per day.

Table 4-3: Water Production Factors

\EVEIELY Avg Day Min Day Max Day/
(mgd) (mgd) (mgd) Avg Day

FY 2016 2.28 1.54 0.79 1.49
FY 2017 2.64 1.51 0.77 1.75
Average 2.46 1.52 0.78 1.62

Calculated water system peaking factors are shown in column B of Table 4-4. 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 4-4. Line 1 “Base” represents the average day demand
throughout the year and is, therefore, a factor of 1.00. Line 2 “Max day” is the ratio of maximum day
demand (calculated in Table 4-3) to base demand or 1.62. The incremental responsibility due to max
day is therefore 0.62 (1.62-1.00)/1.62) or 38 percent. Similarly, Line 3, “max hour” is the ratio of
maximum hour demand, on the maximum day, to base demand. In the absence of hourly data, we rely
on industry standards for similarly sized systems of 1.66 times the max day demand. The max hour
factor is, therefore, 1.66 X 1.62 or 2.68. 1.00 out of 2.68 of the max hour factor is attributable to base
demand (1.00/2.68 or 37 percent) and 0.62 out of 2.68 or 23 percent is attributable to max day. The
remainder ((2.68-1.62)/2.68 or 1.06) represents the incremental amount attributable to max hour
(1.06/2.68 or 40 percent). 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, and replace. Functionalized
expenses are then allocated to the cost components using these bases. To understand the
interpretation of the percentages shown in columns C through E we must first establish the base use
as the average daily demand during the year.

These allocation bases are used to assign certain functionalized costs to the cost causation
components including reservoir, transmission, treatment, distribution, and Ops/Meters/Customer
functions.
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Table 4-4: System-Wide Peaking Factors

Factors
A B C D E

1 Base 1.00 100%
2  MaxDay 1.62° 62% 38%
3  Max Hour 2.68%° 37% 23% 40%

Table 4-5 shows the allocation basis for CCWD O&M costs. The top row of Table 4-5 shows the cost
causation components and the leftmost column shows the cost functions. For example, transmission
related costs are allocated 62 percent to base and 38 percent to max day (allocation based upon the
max day calculation in Table 4-4). This means that 62 percent of transmission costs are due to
meeting base customer demands and 38 percent of costs are due to meeting max day demands.

9 Max Day to Average Day from Table 4-3
10 Max Hour factor is estimated using the calculated Max Day factor multiplied by an industry standard of 1.66.
1.66 represents the increase in demand on the maximum day during the maximum hour
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Table 4-5: Allocation of Functionalized O&M Expenses to Cost Causation Components

FY 2018- Fire .

Supply $2,238,078 100%

Pumping $169,247 100%

Transmission $74,666 62% 38%

Treatment $503,347 62% 38%

Distribution $424,200 31% 19% 33% 18%

Conservation $79,900 100%
Ops/Meters/Customer  $1,133,881 35.3% 21.8% 37.7% 5.2%

General $3,730,672 100%
Total $8,353,991 $2,407,325 $887,686 $547,696 $565,863 $76,356 S0 $58,493 $79,900 $3,730,672

4.1 ALLOCATION OF FUNCTIONALIZED EXPENSES TO COST COMPONENTS
A similar allocation is performed for the District’s capitalized assets. Capital costs are allocated based on the asset base of the system in

recognition that assets need to be replaced over time. Correspondingly, capital expenses over time should correlate to the asset base. This
ensures that the allocations to the cost causation components, and ultimately the rates, remain relatively stable over time. Table 4-6 shows
the functionalized assets allocated to the cost components in both dollar and percentage terms.

Table 4-6: Allocation of Functionalized Asset Valuation to Cost Causation Components

Fire

Function Value ($) Max Hour . Meters General
Protection
Supply $1,269,937 100% 0% 0% 0% 0% 0% 0%
Treatment $11,642,869 0% 62% 38% 0% 0% 0% 0%
Reservoir $4,475,361 0% 51% 31% 0% 18% 0% 0%
Distribution $20,200,260 0% 31% 19% 33% 18% 0% 0%
Transmission  $10,895,890 0% 62% 38% 0% 0% 0% 0%
Meters $865,783 0% 0% 0% 0% 0% 100% 0%
General $1,685,904 0% 0% 0% 0% 0% 0% 100%
Wells $246,949 100% 0% 0% 0% 0% 0% 0%
Fire $390,647 0% 0% 0% 0% 100% 0% 0%
Total (S) $51,673,601 $1,516,886 $22,379,195 $13,807,803 $6,585,772 $4,832,259 $865,783 $1,685,904
Total (%) 2.9% 43.3% 26.7% 12.7% 9.4% 1.7% 3.3%
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4.1 PRELIMINARY COST ALLOCATION OF REVENUE REQUIREMENT
Table 4-7 shows the revenue requirement, by cost component, before adjustments for public fire protection and capacity costs (discussed
further in the next sub-section). The operating expenses come directly from the allocation in Table 4-5. The capital expense allocation uses
the capital revenue requirement!! from Table 4-1 and the percentages from the bottom of Table 4-6. General costs are distributed to the
cost causation components on a pro rata basis.

Table 4-7: Preliminary Revenue Requirement by Cost Component

Fire Revenue

Cost of Service Max Hour . Meters Customer Conservation General
Protection Offsets

Operating Expenses $2,407,325 $887,686 $547,696 $565,863 $76,356 SO $58,493 $79,900 $3,730,672 $8,353,991
Capital Expenses $124,657 $1,839,110 $1,134,718 $541,215 $397,112 $71,150 S0 S0 $138,547 $4,246,508
Revenue Offsets SO S0 S0 SO S0 SO S0 S0 S0 ($890,000) (5890,000)
Sub-total Cost of Service $2,531,982 $2,726,796 $1,682,413 $1,107,078 $473,468 $71,150 $58,493 $79,900 $3,869,219 ($890,000) $11,710,499
Allocation of General

Cost $1,701,897 $1,050,059 $690,970 $295,510 $44,407 $36,507 $49,869  ($3,869,219) SO
Allocated Cost of Service $2,531,982 $4,428,693 $2,732,472  $1,798,048 $768,978 $115,557 $95,000 $129,769 $0  ($890,000) $11,710,499

42 REVENUE RECOVERY BY COST COMPONENTS
The cost components are recovered from customers through fixed bi-monthly base service charges and variable volumetric commodity
charges. Table 4-8 shows the total revenue requirement, calculated in Table 4-1, to be collected through rates in the second column from

11 The capital revenue requirement in Table 4-1 is reduced by the amount of property taxes ($725,000), which is added back to Table 4-7 to show the
gross capital requirement. The property tax and cell site lease income from Table 4-1 ($165,000) represent the revenue offset in Table 4-7 and are shown
as their own cost component.
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the left (and transposed from the bottom of Table 4-7). While Table 4-8 shows the allocation to rate components in percentage terms, Table
4-9 shows the allocation in dollars. The sum of all rate components under the blue header represents the revenue required from commodity
charges. The sum of all rate components under the orange header represents the revenue required from service charges. Max day and max
hour capacity cost recovery is split between the variable components (max day and max hour columns) and the fixed charge components
(meter column) to balance between affordability and revenue stability. Service Charge components include the two fixed charge
components, meter and customer, as well as the private fire protection costs. In total, commodity charge revenue represents 78.1 percent
of the total revenue requirement, while bi-monthly service charges and private fire service charges account for the remaining 21.9 percent.
This proposed revenue split reduces the revenue recovery from fixed charges relative to current rates. The District currently recovers
approximately 22.5 percent of revenue from fixed charges.

Supply

Base Delivery
Max Day
Max Hour
Fire
Protection
Meters
Customer
Conservation
Rev. Offsets
Total

Revenue

Requirement

$2,531,982
$4,428,693
$2,732,472
$1,798,048

$768,978
$115,557
$95,000
$129,769
($890,000)
$11,710,499

Table 4-8: Cost Recovery, Cost Components (Percentage)

Cost o o
20 18-2 019 Commodity Rate Components (78.1%) Service Charge Components (21.9%)

Supply
100%

$2,531,982

Base
Delivery

100%

$4,428,693

Max Day Max Hour

65%
65%

$1,776,107 $1,168,731

Conservation

100%

$129,769

Offsets

100%
($890,000)

Meters

35%
35%

$100

$1,701,239

Customer

100%

$95,000

Fire
Protection

100%

$768,978
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Table 4-9: Cost Recovery, Cost Components (Values)

Cost o o
201 8-2 019 Commodity Rate Components (78.1%) Service Charge Components (21.9%)

Rezi\llre:r::nt Supply D:;I?\f:ry Max Day Max Hour  Conservation Offsets Meters Customer Pro:(l-:-"cetlon
Supply $2,531,982 $2,531,982
Base Delivery $4,428,693 $4,428,693
Max Day $2,732,472 $1,776,107 $956,365
Max Hour $1,798,048 $1,168,731 $629,317
Fire
Protection $768,978 5768,978
Meters $115,557 $115,557
Customer $95,000 $95,000
Conservation $129,769 $129,769
Rev. Offsets ($890,000) ($890,000)
Total $11,710,499 $2,531,982 $4,428,693 $1,776,107 $1,168,731 $129,769 ($890,000) $1,701,239  $95,000 $768,978

4.1 ALLOCATION OF FIRE PROTECTION COSTS - PUBLIC VERSUS PRIVATE

Water systems provide two types of fire protection: public fire protection for firefighting, which is generally visible as hydrants on a street,
and private fire protection which provides fire flow to building and other structure sprinkler systems for fire suppression within private
improvements. To determine the share of total fire costs responsible to each, Raftelis performs an analysis of the public hydrants and private
firelines. Table 4-10 shows the steps of allocating costs between public and private. Each connection size has a fire flow demand factor
similar to a hydraulic capacity factor of potable meters. The diameter of the connection is raised to the 2.63 power to determine the fire
flow demand factor. The count of connections of a specific size is multiplied by the fire flow demand factor to derive total equivalent
connections. Total fire costs of $768,978 are allocated based on the percentage share of total equivalent fire connections between public
and private. From the analysis it is determined that 82 percent of fire costs relate to public fire and will be included and recovered on the
bi-monthly fixed charges. The remaining 18 percent is attributable to private fire and will be recovered through private fire protection
charges.
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Connection Size

Table 4-10: Fire Analysis

. . Fi .
Demand Unit Equivalent Percent ire Fire

X . Protection
Factor Counts Connections Allocation Costs Exponent

Public Hydrants
2.5"
4"
6"
10"

Total Public
Hydrants

(Private Fire Lines)
3/4"
1
11/2"
2
3
4"
X
6"
"
10"
Total Private Lines

Total Fire
Connections

$768,978 2.63

11.1
38.3
111.3 647 72,018
426.6
647 72,018 82% $631,127
0.47 10 5
658 658
49 142
82 508
18 4 72
38 123 4,713
69
111 55 6,122
237 13 3,084
427 1 427
995 15,730 18% $137,851
1,642 87,748 100% $768,978
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4.1 FINAL COST ALLOCATION OF REVENUE REQUIREMENT

The total revenue recoverable from each cost causation component through water rates is shown in Table 4-11 using the revenue
requirement from Table 4-1, the O&M and asset allocations in Table 4-5 and Table 4-6, the capacity cost recovery adjustment in Table 4-8
and Table 4-9, and the fire cost analysis in Table 4-10. Public fire protection costs are reallocated to the meter component, along with a
portion of the max day and max hour peaking costs.

Cost of Service

Table 4-11: Revenue Requirement by Cost Component

Max Hour

Fire
Protection

Meters

Customer

Conservation General

Revenue
Offsets

Operating Expenses $2,407,325 $887,686 $547,696 $565,863 $76,356 S0 $58,493 $79,900 $3,730,672 $8,353,991
Capital Expenses $124,657 $1,839,110 $1,134,718 $541,215 $397,112 $71,150 S0 S0 $138,547 $4,246,508
Revenue Offsets S0 S0 S0 S0 S0 S0 S0 S0 SO ($890,000) ($890,000)
Sub-total Cost of Service $2,531,982 $2,726,796 $1,682,413 $1,107,078 $473,468 $71,150 $58,493 $79,900 $3,869,219 ($890,000) $11,710,499
Allocation of General

Cost $1,701,897 $1,050,059 $690,970 $295,510 $44,407 $36,507 $49,869  ($3,869,219) S0
Allocated Cost of Service $2,531,982 $4,428,693 $2,732,472  $1,798,048 $768,978 $115,557 $95,000 $129,769 S0  ($890,000) $11,710,499
Re-allocation of Public

Fire ($631,127) $631,127

Reallocation of Capacity

Components ($956,365) ($629,317) $1,585,682

Adjusted Cost of Service $2,531,982 $4,428,693 $1,776,107 $1,168,731 $137,851 $2,332,366 $95,000 $129,769 S0 ($890,000) $11,710,499
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4.2 UNIT COST COMPONENT 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, we must first calculate the cost component unit costs, which starts by
assessing the total water demanded (or equivalent service units) for each cost component. Projected
usage (base units of service) for FY 2018-2019 is shown in Table 4-12. Demand is detailed by
proposed rate class.

Table 4-12: FY 2018-2019 Projected Water Usage by Class

hcf/year

SFR 415,904
MFR 43,988
All Other Customers 328,634
Total 788,525

Second, peaking factors are established for the maximum day and maximum hour requirements,
which become the basis for the peaking unit rate differentials developed in Section 6.

Analyzing usage characteristics gives a better understanding of how the peaking costs should be
allocated. In the absence of maximum day data, the maximum billing period values are used. Since
peaking costs are proportional to the peaking experienced by each tier, the relative values are more
important than the actual values. Therefore, max billing period data derived from the usage patterns
are a good proxy for the max day factors. The max day factor is equal to the max month factor.
Similarly, since max hour factors are not available, we use the District’s system wide max hour factor
to approximate the max hour factor.

Table 4-13 shows the calculation of cost component units for average (daily) demand, max day
demand, and max hour demand, for each class.

Daily use is calculated as annual use divided by 365 days. For example, SFR is estimated to use
415,904 hcf annually, or 1,139 hcf daily. The max day demand is then calculated as the daily demand
multiplied by the max day factor (1,139 X 1.97). However, we must subtract the anticipated daily
usage (1,139) from the max day usage (2,247) to calculate the incremental max day units of service
(1,108). Max hour units of service are calculated similarly and the same calculations are completed
for the MFR and All Other Customers classes.

32 | Coastside County Water District



Table 4-13: Derivation of Cost Component Units of Service

Tier Annual DET]Y Max Day gn::an:g M.ax W Max Hour l\ll)l:):nHaﬁ:r

Usage (hcf) | Usage (hcf) Factor (hcf) Units (hcf) Factor (hcf)
SFR 415,904 1,139 1.97 2,247 1,108 3.27 3,730 1,483
MFR 43,988 121 1.73 209 88 2.88 347 138
All Other Customers 328,634 900 2.06 1,851 950 3.41 3,072 1,221
Total 788,525 2,160 4,307 2,146 7,149 2,842

Table 4-14 shows the total equivalent meters (discussed in detail in Section 6.2) and annual number of bills issued (also discussed in Section
6.2). Table 4-15 shows the total equivalent fireline connections (further discussed in Section 6.3.) These totals are used as the denominator
in developing unit costs for the rate components of the bi-monthly base charges and private fire service charges.

Table 4-14: Derivation of Equivalent Meters

Hydral..xlic Equivalent .
Meter Count Capacity Annual Bills
Factor Meters
5/8" 6,000 1.00 6,000 36,000
3/4" 194 1.50 291 1,164
1" 175 2.50 438 1,050
1.5" 28 5.00 140 168
2" 34 8.00 272 204
3" 5 17.50 88 30
4" 3 31.50 95 18
Total 6,439 7,323 38,634
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Table 4-15: Derivation of Equivalent Firelines

. . . Inch-Diameter Equivalent
Fireline Size Fireline Count . 1
Demand Factor Firelines

3/4" 10 0.75 8
1" 658 1.00 658
11/2" 49 1.50 74
2" 82 2.00 164
3" 4 3.00 12
q" 123 4.00 492
5" - 5.00 -
6" 55 6.00 330
8" 13 8.00 104
10" 1 10.00 10
Total 995 1,851
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Utilizing the adjusted cost of service at the bottom of Table 4-11 as the numerator and Table 4-13, Table 4-14, and Table 4-15 as the denominators
allows us to derive unit costs of service in Table 4-16. The total cost of service is divided by the respective units of service to calculate the unit cost
of each cost component. For example, the unit cost for the base component is determined by dividing the total base cost ($4,428,693) by total water
use (788,525 hcf) to derive a base unit cost of $5.62. Max day and max hour costs are divided by the total max day and max hour requirements to
determine a unit rate in hcf/day. Meter costs are divided by total meter equivalencies from Table 4-14 to determine a cost per equivalent meter
and annual customer costs are divided by the estimated number of annual bi-monthly bills, also from Table 4-14. Fire protection costs are divided
by total fire equivalencies from Table 4-15 to determine a cost per inch of fireline. The unit costs are used to distribute the cost components to the
meter classes and commodity classes and tiers.

Table 4-16: Cost Causation Component Unit Cost Calculation

Cost of Suopl Base [\ EV Fire Customer Conserv Revenue Total
Service PPl Delivery Day Protection -ation Offsets

Sc:rs\:i:ef $2,531,982 $4,428,693 $1,776,107 $1,168,731 $137,851 $2,332,366 $95,000 $129,769 (5890,000) $11,710,499
Unit of hef hef hef/da hef/da Equivalent Equivalent Number of hef hef
Measure v v Firelines Meters Bills
Units of
Service 788,525 788,525 2,146 2,842 1,851 7,323 38,634 788,525 788,525
Unit Cost $3.21 $5.62 $827.56 $411.19 $12.41 $53.09 $2.46 $0.16 ($1.13)

4.3 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 4-16. This is the
end goal of a cost of service analysis and yields the cost to serve each class. Table 4-17 shows the derivation of the cost to serve (i.e., cost of service) for each
class. The cost components from Supply through Revenue Offsets are collected through the commodity (volumetric) charges ($/hcf). Fire Protection, Meters,
and Customer components are collected through the District’s bi-monthly base service and private fire service charges.

To derive the cost to serve each class, the unit costs from Table 4-16 are multiplied by the respective units of service for each class. For example, the base
costs for the Single Family Residential (SFR) class are calculated by multiplying the base unit cost ($5.62) by the annual SFR use (415,904 hcf) to arrive at
a total of $2,335,891. 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 4-17. Note that the total cost of service is equal to the revenue requirement in Table 4-1 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 4-17: Derivation of the Cost to Serve Each Class

Revenue Fire
Customer Class Supply Base \EVEEL] Conservation Customer Total
Offsets Protection

$1,335,480  $2,335,891 $916,662 $609,838 $68,446  ($469,426) $4,796,891
MFR $141,247 $247,055 $73,007 $56,647 $7,239 ($49,649) $475,546

All Other
Customers $1,055,255 $1,845,748 $786,438 $502,246 $54,084 ($370,926) $3,872,845
Meters $2,332,366 $95,000 $2,427,366
Private Fire $137,851 $137,851
Total $2,531,982 $4,428,693 $1,776,107 $1,168,731 $129,769  ($890,000) $137,851  $2,332,366 $95,000 $11,710,499
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5. RATE STRUCTURE DEFINITIONS AND
PROPOSED REVISIONS

CCWD has an inclining tier rate structure for residential users (SFR and some MFR) and a uniform
rate for all other users?2. The most recent update to these rate structures occurred with the last Cost
of Service Study in May 2015. Existing rates and charges were implemented July 1, 2017.

5.1 EXISTING RATE STRUCTURE AND RATES

CCWD water service charges have two components for most customers - a fixed bi-monthly base
meter service charge and a volumetric charge (water use). Some customers requiring fire protection
have a third charge related to private firelines serviced by CCWD. The bi-monthly fixed charge and
private fire service charge increases with meter size or fireline size as larger meters/fire conduits
consume more water on average and tend to have higher rates of peaking (required for instantaneous
demand in terms of irrigation of firefighting); therefore, the costs to provide service to these
customers are higher.

A typical single family home with a 5/8” meter has a bi-monthly fixed charge of $52.20. CCWD has a
different bi-monthly base charge for certain Multi-Family Residential (MFR) customers with two
dwelling units. Current base meter charges are shown in Table 5-1. Current private fire service
charges are shown in Table 5-2.

Table 5-1: Existing Bi-Monthly Base Charges

| Wetersize_ | _Fixed Charge

5/8" $52.20
3/4" $78.45
1" $130.76
1-1/2" $252.52
2" $418.48
3" $915.50
4" $3,139.22
5/8” MFR $104.39
3/4” MFR $156.89

12 Multi-Family residential accounts are billed on either the tiered residential structure or the uniform “all other
customer” structure dependent on the type of multi-family customer and meter type serving the connection.
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Table 5-2: Existing Bi-Monthly Private Fire Service Charges

Fixed Charge

3/4" $8.57
1" $11.43
1-1/2" $17.15
2" $22.86
3" $34.29
4" $45.72
5” $57.15
6" $68.58
8" $91.44
10" $114.30

The volumetric component of a customer’s water charge is the number of units delivered in one
hundred cubic feet, or “hcf’, multiplied by rates that vary by customer class and tier. Single Family
Residential (SFR) refers to stand alone houses with a single dwelling unit. MFR refers to residential
housing with two or more dwelling units, such as duplexes, triplexes, certain condominiums, and
apartment complexes.

Table 5-3: Existing Commodity Rates and Tiers

. Definition Rate
Current Commodity Rates (hef) ($/hcf)

Residential

Tier 1 0-4 $9.65
Tier 2 5-16 $10.77
Tier 3 17-30 $13.89
Tier 4 31+ $18.41
All Other Customer Classes N/A $11.88

5.2 PROPOSED CHANGES TO RATE STRUCTURES
Raftelis has identified several recommendations for the District. Throughout the Study, Raftelis

worked with CCWD staff and Board direction to refine proposed revisions to the rate structures.

Raftelis recommends changes to the rate structures and tier definitions for the commodity charges.
Raftelis proposes to reduce the Residential (proposed SFR rate class) rate structure from four tiers
to three and justify those tiers based upon usage characteristics of the class consistent with how
water is used. The proposed changes and rationale are detailed in the following subsections.

5.21 SFR Class
The existing Residential rate structure includes SFR and some MFR customers. While tiering works
well for SFR customers due to fairly homogenous use across the class, MFR customers exhibit
different characteristics. For example, MFR customers may or may not be individually metered, MFR
customers may have separate domestic and landscape meters, and one domestic meter may serve
many dwelling units. Therefore, a tiered rate structure for MFR customers is only fair and equitable
when considering the number of dwelling units served by each metered connection. Raftelis
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recommends separating the existing Residential class into one rate structure for SFR and one rate
structure for MFR. The proposed tiers and rationale are as follows:

5.2.1.1  Tier 1 Definition — 0-8 hcf monthly
Raftelis recommends using average low winter use as the Tier 1 definition. The average low winter
use isolates the effects of outdoor irrigation in the warmer and drier use periods. Raftelis calculated
approximately 8 hcf bi-monthly (4 hcf monthly) as the average low winter use for residential
customers using FY 2016-2017 data.

5.2.1.2  Tier 2 Definition — 8-16 hcf monthly
Raftelis recommends using an efficiency standard for an average user to define Tier 2. An additional
eight units (16 units total in Tier 2) represents the efficient summer water demand of a median size
parcel in the District’s service area. To derive the volume of water for efficient outdoor use Raftelis
makes assumptions of the percent of irrigated area and incorporates local evapotranspiration data
and a crop coefficient

The irrigable landscape area is measured as the square footage of landscape surface on a customer’s
property that is being actively irrigated. The weather data are based on the reference
evapotranspiration (ETo), which is the amount of water lost to the atmosphere over a given time
period at given specific atmospheric conditions. ETy is the amount of water (in inches of water)
needed for a reference crop (in this case cool season turf grass). The ET Adjustment Factor (ETAF) is
a coefficient that adjusts the ET, values based on plant factor and irrigation system efficiency. The
formula to calculate the eight units of water is as follows:

hef = ( Lot Size* % Lot Size* ET, * ETAF)

1200
Where:
. Lot Size is the median parcel area identified for the service area in square feet. The
median lot size is estimated at 8,398 square feet.
. % of lot size - is the estimated area of a median sized parcel that is actively irrigated

which is assumed at 25 percent. % of lot size multiplied by the median lot size yields an
estimate for actively irrigated landscape area of 1,470 square feet .

. ETo is measured in inches of water during the billing period based on actual ET
measurements taken from California Irrigation Management Information System (CIMIS)
Station 253 at Pescadero, CA.

. ETAF (% of ETo): The current California Model Water Efficient Landscape Ordinance?3 is
70 percent. It is based upon plant factor divided by irrigation efficiency.
. 1,200 is the conversion unit from inch*ft? to billing unit of hundred cubic feet (hcf).

5.2.1.3  Tier 3 Definition — Greater than 16 hcf monthly
All water use greater than Tier 2. Tier 3 represents demand in excess of peak summer demands for
the average SFR user.

13 California Code of Regulations Title 23, Division 2, Chapter 2.7. Model Water Efficient Landscape Ordinance.
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52.1 MFR
The vast majority of MFR customers are currently billed using the All Other Customers uniform rate,
with a minority billed on the tiered Residential rate structure. MFR customers have very low peaking
compared to commercial or irrigation customers as most use is domestic and consistent throughout
the year; and MFR customers are distinct from SFR users which have seasonal peaking due to
irrigation demands. To increase equity between the customer classes, Raftelis recommends the class
be charged a MFR specific uniform rate derived using MFR usage and peaking data.

5.2.2 All Other Customer Classes
The existing structure charges a uniform rate to all customer classes that are not residential. These
accounts consist of commercial users, landscape irrigators, and agricultural users. Raftelis analyzed
water use and peaking characteristics of non-residential customers. The usage patterns and peaking
characteristics among commercial, irrigation, and agricultural users are very similar and we propose
to keep the existing uniform rate structure for all users that are not SFR or MFR.

5.2.3 Multi-Family Residential Fixed Charge
The existing rate structure charges two dwelling unit (duplex) multi-family accounts a fixed charge
that is two times that of a comparable 5/8” or 3/4” meter. Raftelis proposes to eliminate the per-
dwelling unit charge in favor of a charge based solely on the size of the meter. This eliminates the
conflict of some customers being charged by capacity (i.e, meter size) and some by dwelling unit
counts. The effect is to simplify the rate structure so that all connections are charged based on the
capacity- utilized or potential- of their connection.

Table 5-4 summarizes the proposed changes to the commodity rate structures.

Table 5-4: Existing and Proposed Water Commodity Definitions

Current Definition | Proposed Definition
P Rate CI
roposed Rate Classes (hef) (hcf)

SFR

Tier 1 0-4 0-8
Tier 2 5-16 8-16
Tier 3 17-30 17+
Tier 4 31+ N/A
MFR

Tier 1 0-4

Tier 2 5-16 .

Tier 3 17-30 Uniform
Tier 4 31+

All Other Customer Classes Uniform Uniform

(Commercial, Irrigation, Agriculture)
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5.3 USAGE ANALYSIS AND USAGE PROJECTIONS
Figure 5-1 compares the distribution of SFR usage under the existing rate structure to the proposed

structure. Under the revised tiers, 59 percent of use will occur in Tier 1 versus 33 percent in the
current structure. Since the proposed definition doubles the allotment in Tier 1, more use will fall in
the first tier. The opposite is true for the proposed Tier 2 versus the current Tier 2, since Tier 2 will
now have a width of eight hcf versus the current 12 hcf. The proposed Tier 3 includes all the use in
the current Tier 3 and Tier 4 (15 percent). Note, the comparisons in Figure 5-1 utilize historical water
use. Predicting future water use relies on several factors and is difficult to determine. Therefore, this
analysis does not attempt to forecast changes by customers due to changes in tier definition or price.

Figure 5-1: Current and Proposed SFR Usage Distribution
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5.3.1 Projected Water Use FY 2018-2019
Using the proposed tier definitions, projected usage in FY 2018-2019 for all classes and tiers is shown
in Table 5-5. FY 2018-2019 demand includes an assumed seven and a half percent demand increase
from FY 2016-2017 water use. Any sales from fire flow or construction/temporary meters is not
counted since revenue from these sources is variable and unreliable.

Table 5-5: Projected FY 2018-2019 Demand by Customer Class (Proposed Tier Definitions)

FY 2018-2019 Demand
Class
(hcf)

SFR

Tier 1 246,360
Tier 2 108,265
Tier 3 61,278
MFR 43,988
All Other Customers 328,634
Total 788,525
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6. WATER RATE DERIVATION

6.1 EXISTING RATE STRUCTURE AND RATES
As previously explained, the rate structure for CCWD’s water service charges have three components

- a fixed base charge by meter size, a variable volumetric commodity charge, and, for certain
customers, a fixed charge by fireline diameter. The rates for the bi-monthly fixed meter charge are
determined on the basis of the size of the water meter serving a property and increase with meter
size. Larger meters generally consume more water on average and tend to have higher rates of
peaking. Therefore, the costs to provide service to these customers are higher. The rates for the
current commodity charges are calculated on the basis of the amount of water delivered in hcf.

6.2 PROPOSED FIXED METER CHARGES
Utilities invest in and continuously maintain facilities to provide capacity to meet all levels of water

consumption, including peak demand plus fire protection. These costs must be recovered regardless
of the amount of water used during a given period. Generally, an agency with access to a significant
portion of local water sources have high fixed costs. In many cases, greater than 80 percent of total
costs are fixed water system costs and do not vary based on the amount of water sold. To balance
between affordability and revenue stability, it is a common practice that a portion of the capacity
related costs are recovered in the bi-monthly service charge, along with customer-related costs and
meter-related costs. The cost of service analysis allocates 35 percent of peak capacity costs (max day
and max hour) to the base meter charge, along with all meter, customer, and public fire protection
costs.

There are two components that comprise the fixed meter charge: meter servicing costs and customer
service costs. The meter service charge recognizes the fact that even when a customer does not use
water, CCWD incurs ongoing costs in order to operate and maintain the system for each connection
at all times.

6.2.1 Meter Services Component

The meter services component collects service related costs as well as a portion of system capacity
costs. Larger meters are more expensive to maintain and replace and have the potential to demand
more capacity, or, said differently, larger meters exert greater peaking demand compared to smaller
meters. The capacity (peaking) is proportional to the potential flow through each meter size as
established by the American Water Works Association (AWWA) hydraulic capacity ratios. For
example, the flow through a 4” meter is 31.5 times that of a 5/8" meter and, therefore, the meter
capacity component of the fixed meter charge should be 31.5 times that of the 5/8" meter.

In order to create parity across the various meter sizes, each meter size is assigned a factor relative
to a 5/8” meter, which has a value of 1.00. This establishes the “base” meter size. A given meter size’s
ratio of meter servicing costs relative to the base (that of a 5/8” meter) determines the meter
equivalency. Summation of all meter equivalencies for a given size yields total equivalent meters. For
this Study, Raftelis uses standard AWWA hydraulic capacity ratios as found in the Manual M22 -
Sizing Water Service Lines and Meters, Third Edition.
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Table 6-1 shows total meter equivalencies in the system. The total equivalent meters are derived by
multiplying the number of meters at each size by the respective capacity ratio (relative to the 5/8”
base meter) and summing across all meter sizes. The total number of equivalent meters within
CCWD’s system is 7,323.

Table 6-1: Meter Equivalents Calculation

Capacity Ratio Equivalent Meters
Mete(ra;tount (5/8” Base) (Capacity)
(b) (a)*(b)
5/8" 6,000 1.00 6,000
3/4" 194 1.50 291
1" 175 2.50 438
1-1/2" 28 5.00 140
2" 34 8.00 272
3" 5 17.50 88
4" 3 31.50 95
Total Count/ Equivalencies 6,439 7,323

Table 6-2 shows the calculation of the meter service component of the fixed meter charge. It is
calculated by dividing the total meter costs (inclusive of meter servicing costs and the portion of
capacity costs previously discussed) from Table 4-16 by the total number of equivalent meters in
Table 6-1 and the total number of billing periods (six). The cost is $53.09 per equivalent meter per
billing period rounded up to the nearest penny.

Table 6-2: Fixed Base Charge Meter Service Component Calculation

| FY20182019

Meter Services Costs $2,332,366
Equivalent Meters 7,323
Cost per Equivalent Meter (per bill) $53.09

6.2.2 Billing and 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 as
it costs the same to bill a small meter as it does a large meter.

Table 6-3 shows the customer service component calculation. To calculate the customer component,
Raftelis divides the total billing and customer service costs from Table 4-16 by the total annual bills
(active meters multiplied by six billing periods) prepared by CCWD to determine the bi-monthly
customer service charge component of $2.46.

Table 6-3: Billing and Customer Service Component Calculation

| FY20182019

Customer Service Costs $95,000
Annual Bills 38,634
Customer Component (per bill)! $2.46

14 Billing & Customer Service calculation includes all potable water accounts.
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Table 6-4 shows the calculation of the proposed FY 2018-2019 rates for the fixed meter charges. The
proposed rates are the sum of the meter service component and the billing and customer service
component (shown as customer component). The customer component is uniform for all meter sizes.
The meter services component is the cost per equivalent meter calculated in Table 6-2 multiplied by
the respective meter ratio in Table 6-1. The rate comparison is relative to existing rates implemented
in July 2017. The most common meter size of 5/8” experiences an increase of $3.35 relative to the
current charge. All other meter sizes other than the 4” also experience increases due to recovering
more rate revenue overall. The varying differences are due to harmonizing the hydraulic capacity
ratios across all meter sizes using the most current industry guidance as well as the inclusion of the
uniform customer component which is currently not included in the District’s fixed charge
calculation. While Raftelis has calculated meter charges up to 8”, charges are only shown up to 4”, the
largest meter size currently active in the water system.

Table 6-4: Calculation of Fixed Base Charges

Proposed FY

Meter Service Customer 2018-2019 Current Difference Difference
Component Component Fixed Charge ($) (%)
Charge
5/8" $53.09 $2.46 $55.55 $52.20 $3.35 6%
3/4" $79.63 $2.46 $82.09 $78.45 $3.64 5%
1" $132.72 $2.46 $135.18 $130.76 $4.42 3%
11/2" $265.43 $2.46 $267.90 $252.52 $15.38 6%
2" $424.69 $2.46 $427.16 $418.48 $8.68 2%
3" $929.02 $2.46 $931.48 $915.50 $15.98 2%
4" $1,672.23 $2.46 $1,674.70 $3,139.22 ($1,464.52) -47%
6.3 PROPOSED PRIVATE FIRE SERVICE CHARGES

Table 6-5 shows the derivation of the private fire service charges. The private fire costs are
determined to be $137,851 (see Table 4-16). This cost is divided by the total equivalent firelines
calculated in Table 4-15. Similar to rates for the fixed meter charges, private firelines use the count
of total firelines (995 lines) and the ratio between the various fireline sizes to determine total
equivalent lines. The fireline ratios are similar to the hydraulic capacity ratios used to determine the
fixed meter charges. The fireline factor is the ratio of the specific fireline diameter relative to the base
fireline diameter of 3/4". The calculated total equivalent fireline inches is 1,851.
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Table 6-5: Fireline Equivalents Calculation

Fireline Count Fire Ratio Equiv. Lines
Fireline Diameter (3/4” Base) (Capacity)
(a) (b) (a)*(b)

3/4" 10 0.75 8
1" 658 1.00 658
11/2" 49 1.50 74
2" 82 2.00 164
3" 4 3.00 12
4" 123 4.00 492
5" - 5.00 -
6" 55 6.00 330
8" 13 8.00 104
10" 1 10.00 10
Total Count/ Equivalencies 995 1,851

Table 6-6 shows the calculation of the fireline service component. Dividing the total private fireline
costs ($137,851) by total equivalent lines (1,851) yields the bi-monthly cost per equivalent fireline
inch of $12.42 (rounded up to the nearest whole penny).

Table 6-6: Fire Service Component Calculation

| FY20182019

Fire Protection Costs $137,851
Equivalent Lines 1,851
Cost per Equivalent Fireline Inch (per bill) $12.42

Table 6-7 shows the derivation of the bi-monthly rates by fireline size for the fire service charges.
The cost per inch ($12.42) is multiplied by the respective fireline ratio to derive the charge for each
fireline size. All firelines experience the same increase in rates due to using the same methodology in
the fire flow analysis as from the prior rate study.

Table 6-7: Calculation of Private Fire Service Charges

Proposed Fire Service

Firt?line Fire Ratio Charge Cur.rent Fire Difference Difference
Size (1” Base) FY 2018-2019 Service Charge (S) (%)
3/4" 0.75 $9.31 $8.57 $0.74 9%
1" 1.00 $12.42 $11.43 $0.99 9%
11/2" 1.50 $18.62 $17.15 $1.48 9%
2" 2.00 $24.83 $22.86 $1.97 9%
3" 3.00 $37.24 $34.29 $2.95 9%
4" 4.00 $49.65 $45.72 $3.93 9%
5" 5.00 $62.07 $57.15 $4.92 9%
6" 6.00 $74.48 $68.58 $5.90 9%
8" 8.00 $99.30 $91.44 $7.86 9%
10" 10.00 $124.13 $114.30 $9.83 9%
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4 PROPOSED RATES FOR COMMODITY CHARGES

(e)]

6.4.1 Unit Cost Components Definitions
The rates for the commodity charges for each customer class and tier are derived by summation of
the unit rates ($/hcf) for:
1. Supply costs (Variable Supply cost component)
Delivery costs (Base cost component)
Max Day and Max Hour capacity costs (Peaking component)
Conservation costs (Conservation component)
Revenue Offsets (Non-Rate revenue component)

v N

Variable Supply are costs related to the production of local water and purchase of imported water
to meet customer demand. CCWD maintains two sources of supply. These variable supply costs form
the foundation of the rate components.

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

Peaking, or extra-capacity, costs are costs incurred to meet customer peak demands in excess of base
use (or average daily demand). Total extra capacity costs are comprised of maximum day and
maximum hour demands. The peaking costs are distributed to each class and tier using peaking
factors derived from customer use data.

Conservation costs cover water conservation and efficiency programs and efforts. These programs
are targeted to high volume water users. Allocation of conservation costs to the commodity rates
helps provide a price signal for conservation, consistent with Article X Section 2 of the State of
California Constitution

Revenue Offsets are the non-rate revenues available to the District to reduce the commodity rates
in the lower tiers to promote affordability and efficient use. Revenue offsets consist of direct property
tax revenue and cell site lease income. These funds allow flexibility in the rate design process to
achieve policy objectives while maintaining cost of service principles.

6.4.1.1 Variable Supply Unit Cost

The variable supply cost is the cost to produce and purchase water supply. The costs in Table 6-8 are
based on FY 2018-2019 water supply costs from the respective sources and were provided by CCWD
staff as part of the draft budget. The water unit cost is the cost of purchasing SFPUC water and
includes estimated fixed and variable charges from the purveyor. Additional supply costs to SFPUC
relate to Crystal Springs Reservoir pump station. Additional supply costs to surface water and
groundwater represent the remainder of the supply component from Table 4-16 not attributable to
SFPUC purchases. These costs include operations and maintenance of the District’s local intakes and
wells as well as capital facilities associated with the Denniston water supplies.
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Table 6-8: Water Supply Costs, FY 2018-2019

Average Average Additional
Source of Production/ Production/ Water Cost Supply Total Cost
Supply Purchase Purchase ($) Costs (S/AF)
(AF) (hcf) ($/AF)
Surface Water 598 260,556 S0 $203,964 $341
Groundwater 264 114,896 SO $89,940 $341
SFPUC 1,039 452,500 $1,900,998 $337,080 $2,155

The water supply unit cost converts the cost per AF to cost per hcf (748 gallons). The unit cost for
each source is calculated to include a five percent water system loss. The water supply costs and
water availability in Table 6-9 are used in the water supply unit cost calculation for each class and
tier.

Table 6-9: Water Supply Unit Costs, FY 2018-2019

Purchased
_ surface Water SFPUC

Supply to Meet Demand (hcf) 260,556 114,896 452,500
Cost (S/AF) $341 $341 $2,155
Unit Cost ($/hcf) $0.78 $0.78 $4.95
Unit Cost (S/hcf) after loss®® $0.83 $0.83 $5.21

Table 6-10 shows estimated total demand in FY 2018-2019 for all customer classes and tiers.

Table 6-10: Estimated Water Demand in FY 2018-2019

SFR

Tier 1 246,360
Tier 2 108,265
Tier 3 61,278
MFR 43,988
All Other Customers 328,634
Total 788,525

Given the water available from each source (Table 6-9), and allocating available water proportional
to the demands of each class, the estimated water required to meet demand for each class is shown
in Table 6-11.

Table 6-11: Supply to Meet Demand, by Source

| AnnualUsage Purchased SFPUC

SFR 415,904 130,557 57,571 227,775
MFR 43,988 13,808 6,089 24,091
All Other Customers 328,634 103,162 45,491 179,981
Total 788,525 247,528 109,151 431,846

15 Unit cost accounts for an estimated 5 percent system-wide water loss. The loss is allocated to all sources.
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The unit rates for variable supply costs are derived in Table 6-12. Total costs are determined as the
sum-products of the unit rates (after loss) from Table 6-9 and the water required in each tier from
Table 6-12. For example, meeting demand in SFR Tier 1 requires all local surface and groundwater
allocated to the class (130,557 hcf surface and 57,571 hcf groundwater) as well as SFPUC purchased
water (58,231 hcf) with respective unit costs of $0.83, $0.83, and $5.21 per hcf, respectively. The
blended cost of meeting demand in Tier 1 is $1.87 per hcf.

Table 6-12: Variable Supply Unit Cost Calculation, by Class and Tier ($/hcf)

Class Annual Usage Surface Groundwater Purchased Unit Cost
Water SFPUC ($/hcf)

Unit Cost of Supply $0.83 $0.83 $5.21

SFR

Tier 1 246,360 130,557 57,571 58,231 $1.87
Tier 2 108,265 - - 108,265 $5.21
Tier 3 61,278 - - 61,278 $5.21
Total 415,904 130,557 57,571 227,775

MFR 43,988 13,808 6,089 24,091 $3.23
All Other Customers 328,634 103,162 45,491 179,981 $3.23
Total 788,525 247,528 109,151 431,846

6.4.1.2 Delivery Unit Cost

Base delivery costs are the costs to deliver water under average daily demand conditions. Dividing
estimated annual usage by total base costs (Table 4-16) derives the cost to provide water delivery
during average conditions. The calculated base unit cost is presented in Table 6-13. The base unit
cost is the same for all classes and tiers. The unit cost is rounded up to the nearest whole penny.

Table 6-13: Base Delivery Unit Cost Calculation

Class and Tier Projected Demand

SFR

Tier 1 246,360
Tier 2 108,265
Tier 3 61,278
MFR 43,988
All Other Customers 328,634
Total 788,525
Delivery Costs ($) $4,763,701
Delivery Unit Cost ($/hcf) $5.62

6.4.1.3 Peaking Unit Cost

Table 6-14 provides customer class peaking factors. These factors are determined by analyzing FY
2016-2017 data and identifying the maximum billing period of use and dividing that amount by the
average period use. For the derivation of intra-class peaking cost components, we must derive
peaking factors within the tiers. The peaking ratios shown are derived by analyzing CCWD water
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usage while utilizing the revised tier definitions (Table 5-4). As with calculating the class peaking
factor, the tier factors are calculated by dividing the maximum period of use by the average period of
use. For each tier, Raftelis determined the average use within the tier throughout the year (six billing
periods). Next, Raftelis identified the maximum use period for the tier during the year. Dividing the
maximum and average gives a factor of max-to-average. Table 6-14 shows the calculated class and
tier peaking factors.

Table 6-14: Class and Tier Peaking Factors

Max Billing Average Billing

Residential

Tier 1 39,777 38,195 1.04
Tier 2 21,644 16,785 1.29
Tier 3 17,221 9,500 1.81
MFR 7,305 6,820 1.07
All Other Customers?'® 51,983 40,890 1.27

Table 6-15 shows the unit cost calculation for peaking. Projected demand in each class (Column A) is
multiplied by the respective peaking factor (Column B) to derive total weighted units (peaking units)
in Column C for each class. The relative share of peaking units (Column D) is calculated for each class
which allows the total peaking costs ($2,944,838) to be distributed in proportion to peak demand.
Once the peaking costs are distributed to each class, the unit cost is calculated by dividing the revenue
required (column E) by the water demanded by each class (Column A). The same process is repeated
to determine the unit cost for each tier of the SFR class. Unit costs are rounded to the nearest whole
penny.

16 Excludes demand from the District’s single raw water customer as their use is highly variable and not
representative of other commercial or irrigation users.
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Table 6-15: Peaking Unit Cost Calculation

Customer Class/Tier Annual Peaking Weighted Revenue Unit Rate
Usage Factor Use AIIocated Requirement (S/hcf)

GRS G /CTotaI Pealfmg?‘.losts Pk
SFR 415,904 1.97 820,205 52.2% $1,536,601 $3.70
MFR 43,988 1.73 76,188 4.8% $142,734 $3.25
All Other Customers 328,634 2.06 675,499 43.0% $1,265,503 $3.86
Total 788,525 1,571,892 100% $2,944,838 $3.73

e | T | e | "B it | nemremen |’

Residential Tier Factor Use Allocated Requirement ($/hcf)
SFR Tier 1 246,360 1.04 256,562 50.6% $777,210 $3.16
SFR Tier 2 108,265 1.29 139,604 27.5% $422,906 $3.91
SFR Tier 3 61,278 1.81 111,075 21.9% $336,484 $5.50
Total 415,904 507,241 100% $1,536,601 $3.69

6.4.1.4 Conservation Unit Cost

CCWD’s water conservation programs offer a variety of solutions to reduce water use for all customers served by the District. Water conservation
offsets the demand for potable water and more expensive imported water and is a low-cost water supply available to all utilities. These programs
ensure reliable future water supply for all rate payers and reduce expensive imported water purchases. Accordingly, CCWD finds it appropriate to
allocate conservation costs to SFR Tier 3 use, MFR use, and All Other Customers use. Conservation unit costs are derived similarly to peaking unit
costs by distributing the conservation revenue requirement first to the class and then to the SFR tier based on units demanded. Table 6-16 shows
the calculation for the conservation unit cost, with each unit rate rounded to the nearest whole penny.

17 Max Day and Max Hour costs from Table 4-16
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Table 6-16: Conservation Unit Cost Calculation

Customer Class/Tier ST Revenue Unit Rate
Usage AIIocated Requirement (S/hcf)

C=Bix

Conserv. Costs*® 2= El

SFR 415,904 53% $68,446 $0.17
MFR 43,988 6% $7,239 $0.17
All Other Customers 328,634 42% $54,084 $0.17
Total 788,525 100% $129,769

SFR Tier 1 0% $0.00
SFR Tier 2 0% SO $0.00
SFR Tier 3 61,278 100% $68,446 $1.12
Total 61,278 100% $68,446

18 Max Day and Max Hour costs from Table 4-16
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6.4.1.5 Revenue Offset Unit Cost

Revenue offsets are applied to all units of water demanded by all classes and tiers. Table 6-17 shows
the revenue offset unit cost and revenue offset component rate calculation. Revenue offsets are
allocated based on the share of accounts in each of the three customer classes. For example, SFR
accounts represent 85 percent of total accounts and, therefore, receive 85 percent of the revenue
offset value. The amount of revenue offset for each class is divided by the respective annual usage to
derive the unit cost. Unit costs are rounded to the nearest whole penny.

Table 6-17: Revenue Offset Unit Cost Calculation

Revenue Offset Annual Usage
Class and Tier Allocation %
B T R e

85% ($758,837) 415,904 ($1.82)
MFR 3% ($22,257) 43,988 ($0.50)
All Other Customers 12% ($108,907) 328,634 ($0.33)
Total 100% ($890,000) 788,525

6.4.2 Final Commodity Rates Derivation

The cost of service based rates are shown in Column H of Table 6-18. To determine the commodity
rates, the components detailed above are added together. The summation of columns C through G of
Table 6-18 constitutes the final rates. Note the COS rates represent FY 2018-2019 rates inclusive of
the proposed increase in revenue over FY 2017-2018.
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Table 6-18: Proposed Commodity Rates ($/hcf)

Tier Revenue COS Rates
. B . .
Class and Tier Definition Supply Peaking Conservation Offset ($/hcf)
A B C D E F G H

Table 5-4 Table 6-12  Table 6-13 Table 6-15 Table 6-16 Table 6-17
SFR
Tier 1 0-8 $1.87 $5.62 $3.16 $0.00 (51.82) $8.83
Tier 2 9-16 $5.21 $5.62 $3.91 $0.00 (51.82) $12.92
Tier 3 >16 $5.21 $5.62 $5.50 $1.12 (51.82) $15.63
MFR Uniform $3.23 $5.62 $3.25 $0.17 (50.50) $11.77
All Other Customers Uniform $3.23 $5.62 $3.86 $0.17 (50.33) $12.55
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6.5 WATER CUSTOMER IMPACTS

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

Figure 6-1 illustrates the current and proposed tier breakpoints and corresponding rate per hcf. The
proposed structure has three tiers versus the existing structure of four tiers. The proposed rate
structure doubles Tier 1 from 4 hcf to 8 hcf bi-monthly and has the same breakpoint for Tier 2 (16
hcf bi-monthly). The proposed Tier 3 is all units greater than 16 hcf bi-monthly with a price that is
between that of the existing Tier 3 and Tier 4.

Figure 6-1: Current and Proposed SFR Tiers
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Figure 6-2 shows a range of bill impacts to SFR customers. Raftelis recalculates each bill for every
customer using FY 2017-2018 rates to determine the billed amount under current and proposed
rates. This allows us to calculate the difference between the two for every bill generated and provide
a distribution across the class.
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Figure 6-2: Bill Impacts - SFR
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Figure 6-3 shows the impacts to a SFR customer with a 5/8” meter using 12 hcf bi-monthly, near the
District’ median. With the proposed rates, the customer will experience an increase of $0.91 or 0.5
percent bi-monthly compared to existing rates. This is due to a $3.35 increase in the base charge and
a $2.44 decrease in the commodity charge.

Figure 6-3: Bill Impacts - Median SFR Use
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Figure 6-4 calculates bills for a SFR account with a 5/8” meter at different levels of use. 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 very low, low, median, high, and very high users.

Figure 6-4: Bill Impacts - Single Family Residential with 5/8” Meter

SFR Bi-Monthly Bill Impacts with a 5/8" Meter with Various Levels of Use
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/. SECOND YEAR RATES

The District has adopted a budget for FY 2019-2020 which estimates a four percent increase in
revenue requirement. This increase is due in part to inflationary pressures on operating and capital
costs and in part due to additional reserve funding to achieve the District’s financial reserves policies
over the long term.

The second year rates will use the cost of service and rates developed in Section 4 and Section 6 as
the basis and will increase all rates “across the board” by four percent relative to FY 2018-2019 rates.
Major cost drivers of an agency generally do not change year to year. That is, sources of supply, supply
mix, customer base, and usage characteristics among others may change slowly over time
necessitating an updated cost of service. From our experience, a best practice is to perform an
updated cost of service every three to five years to ensure system costs are recovered appropriately
and adequately.

Table 7-1, Table 7-2, and Table 7-3 show all proposed rates and charges for FY 2018-2019 and FY
2020.

Table 7-1: Proposed Two-Year Rates for Bi-Monthly Base Charges ($/Meter Size)

| MeterSize | FY2018-2019 FY 2020 $ Difference % Difference

5/8" $55.55 $57.78 $2.23 4%
3/4" $82.09 $85.38 $3.29 4%
1" $135.18 $140.59 $5.41 4%
1-1/2" $267.90 $278.62 $10.72 4%
2" $427.16 $444.25 $17.09 4%
3" $931.48 $968.74 $37.26 4%
4" $1,674.70 $1,741.69 $66.99 4%

Table 7-2: Proposed Two-Year for the Water Commodity Rates ($/hcf)

Customer Class & Tier FY 2018-2019 FY 2020 S Difference % Difference
SFR

Tier 1 $8.83 $9.19 $0.36 4%
Tier 2 $12.92 $13.44 $S0.52 4%
Tier 3 $15.63 $16.26 $0.63 4%
MFR S$11.77 $12.25 $0.48 4%
All Other Customers $12.55 $13.06 $0.51 4%
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Table 7-3: Proposed Two-Year Rates for Private Fire Service Charges ($/Line Size)

FY 2018-2019 FY 2020 S Difference % Difference

3/4" $9.31 $9.69 $0.38 4%
1" $12.42 $12.92 $0.50 4%
1-1/2" $18.62 $19.37 $0.75 4%
2" $24.83 $25.83 $1.00 4%
3" $37.24 $38.73 $1.49 4%
4" $49.65 $51.64 $1.99 4%
5” $62.07 $64.56 $2.49 4%
6" $74.48 $77.46 $2.98 4%
8" $99.30 $103.28 $3.98 4%
10" $124.13 $129.10 $4.97 4%
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8. APPENDICES

8.1 FY 2018-2019 O&M EXPENSE ALLOCATION DETAIL

Description Function Supply Base Max Day Max Hour  Fire Protection WEEH Customer Conservation General Total
Water Purchased 100% 0% 0% 0% 0% 0% 0% 0% 0% 100%
Electrical Exp. Nunes WTP 0% 62% 38% 0% 0% 0% 0% 0% 0% 100%
Electrical Expenses, CSP 100% 0% 0% 0% 0% 0% 0% 0% 0% 100%
Electrical Expenses/Trans. & Dist. 0% 62% 38% 0% 0% 0% 0% 0% 0% 100%
Elec Exp/Pilarcitos Cyn 100% 0% 0% 0% 0% 0% 0% 0% 0% 100%
Electrical Exp., Denn 100% 0% 0% 0% 0% 0% 0% 0% 0% 100%
CSP - Operation 0% 62% 38% 0% 0% 0% 0% 0% 0% 100%
CSP - Maintenance 0% 62% 38% 0% 0% 0% 0% 0% 0% 100%
Nunes WTP Oper 0% 62% 38% 0% 0% 0% 0% 0% 0% 100%
Nunes WTP Maint 0% 62% 38% 0% 0% 0% 0% 0% 0% 100%
Denn. WTP Oper. 0% 62% 38% 0% 0% 0% 0% 0% 0% 100%
Denn WTP Maint 0% 62% 38% 0% 0% 0% 0% 0% 0% 100%
Laboratory Expenses 0% 62% 38% 0% 0% 0% 0% 0% 0% 100%
Maintenance Expenses Distribution 0% 31% 19% 33% 18% 0% 0% 0% 0% 100%
Maintenance, Wells Treatment 0% 62% 38% 0% 0% 0% 0% 0% 0% 100%
Uniforms Distribution 0% 31% 19% 33% 18% 0% 0% 0% 0% 100%
Studies/Surveys/Consulting General 0% 0% 0% 0% 0% 0% 0% 0% 100% 100%
Water Resources 0% 0% 0% 0% 0% 0% 0% 100% 0% 100%
Community Outreach 0% 0% 0% 0% 0% 0% 0% 100% 0% 100%
Legal 0% 0% 0% 0% 0% 0% 0% 0% 100% 100%
Engineering 0% 31% 19% 33% 18% 0% 0% 0% 0% 100%
Financial Services 0% 0% 0% 0% 0% 0% 0% 0% 100% 100%
Computer Services 0% 0% 0% 0% 0% 0% 0% 0% 100% 100%
Salaries, Admin. 0% 35% 22% 38% 0% 0% 5% 0% 0% 100%
Salaries - Field 0% 0% 0% 0% 0% 0% 0% 0% 100% 100%
Payroll Taxes 0% 0% 0% 0% 0% 0% 0% 0% 100% 100%
Employee Medical Insurance 0% 0% 0% 0% 0% 0% 0% 0% 100% 100%
Retiree Medical Insurance 0% 0% 0% 0% 0% 0% 0% 0% 100% 100%
Employee Retirement 0% 0% 0% 0% 0% 0% 0% 0% 100% 100%
SIP 401a Plan 0% 0% 0% 0% 0% 0% 0% 0% 100% 100%
Motor Vehicle Exp. 0% 31% 19% 33% 18% 0% 0% 0% 0% 100%
Office & Billing Expenses 0% 0% 0% 0% 0% 0% 0% 0% 100% 100%
Meetings/Training/Seminars 0% 0% 0% 0% 0% 0% 0% 0% 100% 100%
Insurance 0% 0% 0% 0% 0% 0% 0% 0% 100% 100%
Memberships & Subscriptions 0% 0% 0% 0% 0% 0% 0% 0% 100% 100%
Election Expense 0% 0% 0% 0% 0% 0% 0% 0% 100% 100%
Union Expenses 0% 0% 0% 0% 0% 0% 0% 0% 100% 100%
County Fees 0% 0% 0% 0% 0% 0% 0% 0% 100% 100%
State Fees General 0% 0% 0% 0% 0% 0% 0% 0% 100% 100%
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8.1 FY 2018-2019 O&M EXPENSE ALLOCATION DETAIL

Description Fire Protection Meters Customer Conservation General
Water Purchased Supply $1,900,998 S0 S0 S0 S0 S0 S0 S0 S0 $1,900,998
Electrical Exp. Nunes WTP Treatment SO $26,405 $16,292 S0 SO S0 S0 S0 S0 $42,697
Electrical Expenses, CSP Supply $337,080 S0 S0 S0 S0 S0 S0 S0 S0 $337,080
Electrical Expenses/Trans. & Dist. Transmission S0 $16,677 $10,290 S0 S0 S0 S0 S0 S0 $26,966
Elec Exp/Pilarcitos Cyn Pumping $39,248 S0 S0 S0 S0 S0 S0 S0 S0 $39,248
Electrical Exp., Denn Pumping $130,000 S0 S0 S0 S0 S0 S0 S0 S0 $130,000
CSP - Operation Transmission S0 36,617 $4,083 S0 S0 S0 $0 S0 S0 $10,700
CSP - Maintenance Transmission SO $22,882 $14,118 S0 SO S0 S0 S0 S0 $37,000
Nunes WTP Oper Treatment S0 $48,145 $29,705 S0 S0 S0 S0 S0 S0 $77,850
Nunes WTP Maint Treatment S0 $75,758 $46,742 S0 S0 S0 $0 S0 S0 $122,500
Denn. WTP Oper. Treatment SO $29,066 $17,934 S0 SO S0 S0 S0 S0 $47,000
Denn WTP Maint Treatment S0 $62,987 $38,863 S0 S0 S0 S0 S0 S0 $101,850
Laboratory Expenses Treatment S0 $44,187 $27,263 S0 S0 30 S0 S0 S0 $71,450
Maintenance Expenses Distribution S0 $89,112 $54,981 $95,101 $52,506 S0 S0 S0 S0 $291,700
Maintenance, Wells Treatment S0 $24,737 $15,263 S0 S0 S0 S0 S0 S0 $40,000
Uniforms Distribution S0 $3,819 $2,356 $4,075 $2,250 S0 $0 S0 S0 $12,500
Studies/Surveys/Consulting General S0 S0 S0 S0 S0 S0 S0 S0 $160,000 $160,000
Water Resources Conservation S0 S0 S0 S0 S0 S0 S0 $25,200 S0 $25,200
Community Outreach Conservation S0 S0 S0 S0 S0 S0 S0 $54,700 S0 $54,700
Legal General S0 S0 S0 S0 S0 S0 S0 S0 $100,000 $100,000
Engineering Distribution S0 $18,329 $11,309 $19,561 $10,800 S0 S0 S0 S0 $60,000
Financial Services General S0 S0 S0 S0 S0 S0 S0 S0 $20,000 $20,000
Computer Services General S0 S0 S0 S0 S0 S0 S0 S0 $163,600 $163,600
Salaries, Admin. Ops/Meters/Customer S0 $400,635 $247,189 $427,564 S0 S0 $58,493 S0 S0 $1,133,881
Salaries - Field General S0 S0 S0 S0 S0 S0 S0 S0 $1,400,505 $1,400,505
Payroll Taxes General S0 S0 S0 S0 S0 S0 S0 S0 $177,733 $177,733
Employee Medical Insurance General S0 S0 $0 S0 S0 S0 30 S0 $444,246 $444,246
Retiree Medical Insurance General S0 S0 S0 S0 S0 S0 S0 S0 $50,659 $50,659
Employee Retirement General S0 S0 S0 S0 S0 S0 S0 S0 $598,859 $598,859
SIP 401a Plan General S0 S0 S0 S0 S0 S0 S0 S0 $35,000 $35,000
Motor Vehicle Exp. Distribution S0 $18,329 $11,309 $19,561 $10,800 S0 S0 S0 S0 $60,000
Office & Billing Expenses General S0 S0 S0 S0 S0 S0 S0 S0 $261,600 $261,600
Meetings/Training/Seminars General S0 S0 $0 S0 S0 S0 S0 S0 $26,000 $26,000
Insurance General S0 S0 S0 S0 S0 S0 S0 S0 $129,000 $129,000
Memberships & Subscriptions General S0 S0 S0 S0 S0 S0 S0 S0 $75,970 $75,970
Election Expense General S0 S0 $0 S0 S0 S0 S0 S0 $25,000 $25,000
Union Expenses General S0 S0 S0 S0 S0 S0 S0 S0 $6,000 $6,000
County Fees General S0 S0 S0 S0 S0 S0 S0 S0 $20,000 $20,000
State Fees General S0 S0 S0 S0 S0 S0 S0 S0 $36,500 $36,500
Total O&M Allocated $2,407,325 $887,686 $547,696 $565,863 $76,356 $0 $58,493 $79,900 $3,730,672 $8,353,991
% O&M Allocated 28.8% 10.6% 6.6% 6.8% 0.9% 0.0% 0.7% 1.0% 44.7% 100%

Supply Base Max Day Max Hour Fire Protection Meters Customer Conservation General Total
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8.1  ASSET SCHEDULE SUMMARY (AS OF FY 2018-2019)

Accumulated

Book Value Work In

Asset . Original Cost
Function
Category ({o]9))

breakout GENERAL S0
BUILDINGS GENERAL $1,006,051
DISTRIBUTION DISTRIBUTION $26,439,163
FIRE HYDRANTS $526,726
GENERAL GENERAL $1,400,458
Land/Easements  N/A $138,975
METERS METERS $546,266
TANKS RESERVOIR $5,267,330
TRANSMISSION TRANSMISSION $19,111,820
TREATMENT TREATMENT $19,499,091
VEHICLES GENERAL $491,834
WATER SUPPLY PUMPING $188,217
WELLS PUMPING $568,499

Total $75,184,429

TRUE

Depreciation
(AD)
SO
$310,014
$8,772,503
$136,078
$495,638
SO
$125,715
$1,539,410
$8,683,403
$8,366,281
$406,787
$111,913
$321,550
$29,269,292
TRUE

(OC-AC)

SO
$696,037
$17,666,659
$390,647
$904,821
$138,975
$420,552
$3,727,920
$10,428,416
$11,132,810
$85,046
$76,304
$246,949
$45,915,136
TRUE

Progress

$2,533,601

$445,231
$747,441
$467,474
$510,059

$1,193,633

$5,897,439
Less Land

S0

$696,037
$20,200,260
$390,647
$904,821
$138,975
$865,783
$4,475,361
$10,895,890
$11,642,869
$85,046
$1,269,937
$246,949
$51,812,575
$51,673,601
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EXHIBIT G

RESOLUTION NO. 2018-05

A RESOLUTION OF THE BOARD OF DIRECTORS
OF THE COASTSIDE COUNTY WATER DISTRICT
AMENDING THE RATE AND FEE SCHEDULE
TO INCREASE WATER RATES AND FINDING THAT THE AMENDMENTS ARE
EXEMPT FROM THE CALIFORNIA ENVIRONMENTAL QUALITY ACT

THIS RESOLUTION IS ADOPTED with reference to the following facts and circumstances
which are found and declared by the Board of Directors:

1. The General Manager and Finance Committee, during consideration and preparation of
the budgets for Fiscal Year 2018-2019 and Fiscal Year 2019-2020, determined that financing the
District’s operating expenses, debt service, and capital improvement program, as well as
maintaining the District’s existing reserve levels, will require an increase in water rates.
California Water Code Section 31007 authorizes the District to establish rates and charges to
yield an amount sufficient to pay operating expenses, to provide for repairs and depreciation of
works owned and operated by the District, to pay interest on bonded debt, and to provide a
fund to pay principal on bonded debt.

2. The District’s financial consultant, Raftelis Financial Consultants, Inc., prepared a “Cost
of Service and Rate Study” report dated May 15, 2018 that analyzed the District’s Fiscal Year
2018-2019 and Fiscal Year 2019-2020 revenue requirements based upon a cost of service analysis,
provided a recommendation for increasing the water rates and re-alignment of the tiers and
modifications to customer classes, and established a rationale for the increased charges.

District staff prepared staff reports and presentations for the April 16, 2018 and the May 3, 2018
Board of Directors Special meetings, and the May 9, 2018 Board of Directors Regular meeting
that summarized Raftelis” analysis, reviewed the District’s financing model, and evaluated the
District’s reserves and proposed reserve target levels. The Cost of Service and Rate Study dated
May 15, 2018, staff reports, and staff presentations are incorporated into this Resolution by this
reference.

3. The Board has considered the May 15, 2018 Cost of Service and Rate Study in light of
the proposed Fiscal Year 2018-2019 and Fiscal Year 2019-2020 budgets and Fiscal Years 2018/19
to 2027 /28 Capital Improvement Program and determined that the projects identified are
important for the safe and efficient operation of the District’'s water system and to preserve and
improve the reliability of the water system. The proposed Fiscal Year 2018-2019 Budget and
Fiscal Year 2018/19 to 2027 /28 Capital Improvement Program have been discussed at several
Board meetings and have been available to the public since February 13, 2018. The proposed
Fiscal Year 2019-2020 Budget has been available to the public since April 10, 2018. These



proposed budgets and Capital Improvement program documents, by this reference are
incorporated into this resolution.

4. The anticipated increases in expenses are attributable to a number of factors including
but not limited to, payment of capital project costs, debt service for financing of necessary
capital improvements and replacement of aging facilities, higher costs for personnel, materials
and services.

5. On May 3, 2018, the Board of Directors at its special Board meeting evaluated the
proposed modifications to the District’s Rate and Fee Schedule and set a rescheduled public
hearing for June 28, 2018 to consider the modifications to the District’s Rate and Fee Schedule.

6. The District prepared a notice that described the amounts, the basis for calculating, and
the reasons for the restructured and adjusted rates and charges, and identified the date, time,
and location for the public hearing on the restructured and adjusted rates and charges, and the
procedures for submitting a protest. The District mailed the written notice to the property
owners and customers in the District at least 45 days before the date of the public hearing.

7. The Board considered its options at a public hearing at which the specific rate proposal
enacted herein was addressed. Notice of the public hearing was provided to each parcel subject
to the proposed rate increase. Notice of the public hearing was also advertised in the May 16,
2018 and May 23, 2018 editions of the Half Moon Bay Review newspaper. Additionally, the
notice was placed on the District’s website. At the public hearing, the Board of Directors
considered all protests against the proposed rate modification, and written protests against the
proposed rate increase were not presented by a majority of owners of the parcels subject to the
proposed rate increase.

8. After discussion and consideration of the comments received before and at the public
hearing, the Board finds the rates hereinafter set forth to be reasonable and required for the
proper operation of the District.

9. The Board further finds that the amendments to the Rate and Fee Schedule and the
amount of the rates hereinafter set forth does not exceed the amount of the estimated costs
required to provide the services for which the rates are levied.

10. The Board further finds that the increases in rates effected by this Resolution are
reasonable and required for the proper operation of the District, and are exempt from the
California Environmental Quality Act, pursuant to Section 21080(b)(8) of the Public Resources
Code, because they are for the purposes of (1) meeting operating expenses, (2) purchasing or
leasing supplies, equipment and materials, (3) meeting financial reserve requirements, and (4)
obtaining funds for capital projects necessary to maintain service within existing service areas.
The analysis in this Resolution and the documents incorporated into this Resolution by reference
justify that the modifications to the rates and charges are for the purposes set forth in section
21080(b)(8).



NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of the Coastside
County Water District as follows:

1. Section 1.A, Base Charge, of the Rate and Fee Schedule is hereby amended to read as
follows:

“A. Base Charge

The following base charge is the minimum charge to be paid by all customers either on a bi-monthly or monthly
basis. Customers may be billed on a bi-monthly or monthly basis depending on type of meter,
customer class, service address, or water usage:

Effective July 1, 2018 Effective July 1, 2019
Size of Meter Bi-Monthly Monthly Base Bi-Monthly Monthly Base
Base Charge Charge Base Charge Charge

5/8 X ¥ inch $55.55 $27.78 $57.78 $28.90
% inch $82.09 $41.05 $85.38 $42.70
1 inch $135.18 $67.59 $140.59 $70.30
1-1/2 inch $267.90 $133.95 $278.62 $139.31
2inch $427.16 $213.58 $444.25 $222.13
3inch $931.48 $465.74 $968.74 $484.37
4 inch $1,674.70 $837.35 $1,741.69 $870.85

Meters larger than 4 inches will be subject to base charges as determined by the Board of Directors.”

2. Section 1.B, Quantity Charge, of the Rate and Fee Schedule is hereby amended to read
as follows:

“B. Quantity Charge

In addition to the base charge set forth in Section 1A, the following quantity charges shall be paid per one
hundred cubic feet (hcf) of water delivered:

1. Residential Customers — Effective July 1, 2018

Quantity Delivered Bi-Monthly Quantity Delivered (During Monthly Water
(During Bi-Monthly Water Monthly Billing Period) Consumption Charge
Billing Period) Consumption per hcf
Charge per hcf
1- 8 hcf $8.83 1 -4 hcf $8.83
9 - 16 hcf $12.92 5 - 8 hcf $12.92

17 or more hcf $15.63 9 or more hcf $15.63



2. Residential Customers — Effective July 1, 2019

Quantity Delivered Bi-Monthly Quantity Delivered (During Monthly Water
(During Bi-Monthly Water Monthly Billing Period) Consumption Charge
Billing Period) Consumption per hcf
Charge per hcf
1 -8 hcf $9.19 1 -4 hcf $9.19
9 - 16 hcf $13.44 5 - 8 hcf $13.44
17 or more hcf $16.26 9 or more hcf $16.26

Definition of Residential Customers: For purposes of Sections 1 and 2, Residential Customers
are single family homes, duplexes, condominiums, townhouses and all apartment buildings with
individual meters for separate residential dwelling units. Apartment houses with a single "master
meter" measuring consumption within multiple dwelling units are not "Residential Customers"
for purposes of Sections 1 and 2 but are classified as “Multi-Family” in Section 3 below.

3. All Other Customers
Water Rate Quantity Charge Per Unit

Customer Type Effective July 1, 2018 Effective July 1, 2019
Multi-Family $11.77 $12.25
All Other Customers $12.55 $13.06



3. Section 3.D, Portable Meters, of the Rate and Fee Schedule, is hereby amended to
read as follows:

“D. Portable Meters

Customers requesting water service through portable meters shall pay:

1. adeposit in an amount, as estimated by the General Manager, equal to the replacement cost
of the meter:

2. amonthly rental charge of $100.00

3a. effective July 1, 2018, a consumption charge of $12.55 per hcf of water delivered

3b. effective July 1, 2019, a consumption charge of $13.06 per hcf of water delivered.”

4. Section 3.E, Fire Service Charge (formerly called Fire Detector Check Valve Service
Charge) is hereby amended to read as follows:

“A. Fire Service Charge

Effective July 1, 2018, the bi-monthly service charge for a fire service is $12.42 per inch of service line size, or
$6.21 per inch, if billed monthly. Effective July 1, 2019, the bi-monthly service charge for a fire service is
$12.92 per inch of service line size, or $6.46, if billed monthly. In addition, the customer must pay the actual
cost of installation of the fire service. The estimated cost of installation must be deposited prior to
commencement of work.”

5. This Resolution shall be effective for water delivered and services provided on or
after July 1, 2018 for the Fiscal Year 2018-2019 changes, and July 1, 2019 for the Fiscal
Year 2019-2020 changes and any billing for the current billing cycle that includes
water delivered before the effective date shall be pro-rated.

6. The General Manager shall arrange for the Rate and Fee Schedule to be re-codified
to incorporate the changes effected by this Resolution.

7. The General Manager is directed to file a Notice of Exemption with the County Clerk
and to take such other actions as may be necessary to give effect to this Resolution.
PASSED AND ADOPTED THIS 28th day of June, 2018, by the following vote of the Board:
AYES:
NOES:

ABSENT:



Robert C. Feldman, President
Board of Directors

ATTEST:

David R. Dickson, General Manager
Secretary of the District



NOTICE OF EXEMPTION

COASTSIDE COUNTY WATER DISTRICT

TO: San Mateo County FROM:  Coastside County Water District
Assessor-County Clerk-Recorder 766 Main Street
555 County Center, 15t Floor Half Moon Bay, California 94019

Redwood City, CA 94063-1665

PROJECT TITLE: Increase of Certain District Rates and Fees for Fiscal Year 2018-2019
and Fiscal Year 2019-2020

PROJECT LOCATION: Throughout the service area of the Coastside County Water District,
which is within the City of Half Moon Bay and certain areas of unincorporated San Mateo
County.

DESCRIPTION OF NATURE, PURPOSE AND BENEFICIARIES OF PROJECT:

The nature of the project is to amend and increase certain District rates and fees. The
purpose of the project is to generate revenue for the purposes listed below. The
beneficiaries of the project are the customers of the District.

NAME OF PUBLIC AGENCY APPROVING PROJECT: Coastside County Water District.

NAME OF PERSON OR AGENCY CARRYING OUT PROJECT: Coastside County Water
District.

EXEMPT STATUS: (Check One)

X __ Statutory Exemption (Public Resources Code Section 21080(b)(8)) — Meeting
operating expenses; purchasing or leasing supplies, equipment or materials;

meeting financial reserve needs and requirements; obtaining funds for capital
projects necessary to maintain services within existing service areas.
Ministerial (Sec. 15073)
Declared Emergency (Sec. 15071 (a))
Emergency Project (Sec. 15071 (b) and (c))
Categorical Exemption (State Type and Section Number :)
No possible significant effect on the environment (Sec. 15060)

REASON WHY PROJECT IS EXEMPT:

The project is exempt because the District’'s consultant, Raftelis Financial Consultants Inc.
prepared a “Cost of Service and Rate Study” Report dated May 15, 2018 and determined that
certain rates and fees should be increased in order for the District (1) to meet its operating
expenses; (2) to purchase or lease supplies, equipment, and materials; (3) to meet financial
reserve needs and requirements; and (4) to obtain funds for capital projects necessary to



maintain service within the existing service area. The Raftelis Cost of Service and Rate Study
(dated May 15, 2018) is available at the District. The District considered the Cost of Service
and Rate Study in light of the District’s budgets and Capital Improvement Program and
determined that all projects are necessary for the safe and efficient operation of the District’s
water system and to preserve and improve water system reliability. The District’s budgets and
Capital Improvement Program are available at the District. All projects to be funded by the
increased rates and fees are to maintain the existing water service provided within the District's
service area.

Contact Person Area Code Telephone

David R. Dickson (650) 726-4405

Date: June 28, 2018

David R. Dickson, General Manager



NOTICE OF PUBLIC HEARING
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PROPOSED FY 2018-2019 AND FY 2019-2020 RATE

Coastside County Water District provides customers
with reliable, high-quality drinking water and
services, while maintaining its facilities and
infrastructure. The District's capital improvement
program provides that the District's infrastructure
is replaced at the end of its life cycle and upgraded
to meet current standards.

Coastside County Water District is proposing two years
of rate increases and changes to its rate structures as
shown on page 2 of this notice. If approved, the new
rates will become effective on and after July 1, 2018 for
year 1 and July 1, 2019 for year 2.

The Coastside County Water District Board of Directors
will hold a Public Hearing at 7:00 PM on Thursday, June
28, 2018 during a special Board of Director’s meeting.

The Board of Directors will consider adoption of the
proposed water rates for Fiscal Years 2018-2019 and
2019-2020 and changes to the water rate structure
affecting all water customers. Interested persons are
encouraged to attend and comment. The meeting will
be held at Coastside County Water District Office, 766
Main Street, Half Moon Bay, 94019.

The proposed rate increase is necessitated due to
inflationary adjustments in operating expenses; funding
of the District’s Capital Improvement Program; and
increased contributions to the District’s reserves. The
overall revenue increase for the District is projected to
be 2.3% for FY 2018-2019 and 4% for FY 2019-2020.

A restructuring of tier breaks is also being proposed for
residential customers based upon an updated Cost of
Service Analysis and Rate Study prepared by the
District’s Water Rate consultant, Raftelis Financial

Consultants Inc. Bills may increase or decrease
depending on a customer’s water usage. Under the
proposed new rates, the typical single family residential
customer in FY 2018-2019 using 12 units bi-monthly
(Tier 2) would pay an additional $0.45 per month.
Below are examples of how the proposed new tiers and
adjusted charges will impact residential bills at various
usages.

The basis for the proposed increase in rates is described
in the Cost of Service and Rate Study report. Copies of
the Cost of Service and Rate Study, Draft Operations
Budgets for FY2018-2019 and FY2019-2020, and Capital
Improvement Program are available at the District office
or online at www.coastsidewater.org.

Proposition 218 allows a property owner/customer
responsible for paying the water bill to respond to
proposed rate increases prior to the close of the public
hearing. If you wish to protest the proposed rate
changes, CCWD must receive your written protest prior
to the close of, or during, the public hearing on
Thursday, June 28, 2018 at 7:00 PM.

You may deliver the protest in advance by first class mail
or personal deliver to: Attention: General Manager,
Coastside County Water District, 766 Main Street, Half
Moon Bay, CA 94019. Email protests will not be
accepted. For your protest to be counted, please
include one of the following: address(es) or Assessor
Parcel Number(s) of the property(ies) you own, or the
utility account number(s) for active utility accounts that
are subject to the proposed rate adjustment(s).
Protests are limited to one per parcel. If written
protests are submitted by a majority of the District’s
property owners/customers, the proposed rate
increases may not be imposed.

Example of Single Family Residential Monthly Bills

FY 2018-2019 FY 2019-2020
(Monthly)
Additional
# units Current Proposed Bill Cost - Proposed Bill
(hcf) Bill (July, 2018) Monthly (July, 2019)

Example of Single Family Residential Bi-Monthly Bills

FY 2018-2019 FY 2019-2020
(Billed Every Two Months)

Additional
# units Current  Proposed Bill Cost Bi- Proposed Bill
(hcf) Bill (July, 2018) Monthly (July, 2019)
4 S 90.80 $ 90.87 $ 0.07 $ 94.54
6 S 11234 § 10853 $§ (3.81) S 112.92
12 $ 176.96 $ 17787 $ 0.91 $ 185.06
18 S 247.82 S 260.81 S 1299 S 271.34
24 $ 33116 $ 35459 S 23.43 S 368.90

2 S 4540 S 4544 S 0.04 S 47.28
3 S 56.17 $ 5427 $ (1.91) S 56.46
6 S 8848 S 88.94 $ 0.45 S 92.53
9 $ 12391 S 13041 $ 6.50 S 135.67
12 $ 165.58 S 17730 $ 11.72 S 184.45




COASTSIDE COUNTY WATER DISTRICT FY 2018- 2019 and FY 2019-2020 PROPOSED AMENDMENTS TO WATER RATE SCHEDULE

RESIDENTIAL & OTHER CUSTOMERS — BASE CHARGE

BI-MONTHLY BASE CHARGE MONTHLY BASE CHARGE
Proposed Proposed Proposed Proposed
Meter Size Current Effective Effective Current Effective Effective
July 1, 2018 July 1, 2019 July 1, 2018 July 1, 2019
5/8 inch $52.20 $55.55 $57.78 $26.10 $27.78 $28.90
5/8 inch for 2 dwelling units $104.39 n/a* n/a $52.20 n/a n/a
3/4 inch $78.45 $82.09 $85.38 $39.23 $41.05 $42.70
% inch for 2 dwelling units $156.89 n/a** n/a $78.45 n/a n/a
1.0inch $130.76 $135.18 $140.59 $65.38 $67.59 $70.30
1.5 inch $252.52 $267.90 $278.62 $126.26 $133.95 $139.31
2.0iinch $418.48 $427.16 $444.25 $209.24 $213.58 $222.13
3.0inch $915.50 $931.48 $968.74 $457.75 $465.74 $484.37
4.0 inch $3,139.22 $1,674.70 $1,741.69 $1,569.61 $837.35 $870.85

. 5/8 inch for 2 dwelling units will now be charged @ the 5/8-inch rate.  ** % inch for 2 dwelling units will now be charged @ the % inch rate.

FIRE SERVICE CHARGE (Formerly called Fire Detector Check Valve Service Charge)

BI-MONTHLY SERVICE CHARGE (By Service Line Size) MONTHLY SERVICE CHARGE (By Service Line Size)
Current- Per Inch  Proposed—Per Inch Proposed—Per Inch Current- Per Inch Proposed—Per Inch Proposed—Per Inch
July 1, 2018 July 1, 2019 July 1, 2018 July 1, 2019
$11.43 $12.42 $12.92 $5.72 $6.21 $6.46
RESIDENTIAL CUSTOMERS - WATER CONSUMPTION QUANTITY CHARGE [ One Unit of water equals 100 cubic feet or 748 gallons)
BI-MONTHLY QUANTITY CHARGE MONTHLY QUANTITY CHARGE
Tier || Current Rate | Current Proposed Proposed Proposed Current Current Proposed Proposed Proposed
# Tiers Water Rate Tiers Water Quantity Water Quantity Rate Tiers Water Rate Tiers Water Quantity | Water Quantity
Bi-monthly | Quantity | (Bi Monthly) | Charge Per Unit | Charge Per Unit Monthly Quantity (Monthly) Charge Per Unit | Charge Per Unit
Use Charge July 1, 2018 Effective Effective Use Charge Effective Effective Effective
Per Unit July 1, 2018 July 1, 2019 Per Unit July 1, 2018 July 1, 2018 July 1, 2019
1 1 —4 Units $9.65 1- 8 Units $8.83 $9.19 1-2 Units $9.65 1- 4 Units $8.83 $9.19
2 5-16 Units | $10.77 9 - 16 Units $12.92 $13.44 3 - 8 Units $10.77 5 - 8 Units $12.92 $13.44
3 17 - 30 Units | $13.89 17+ Units $15.63 _ $16.26 9 - 15 Units $13.89 9+ Units $15.63 $16.26
4 31+ Units $18.41 n/a n/a n/a 16+ Units $18.41 n/a n/a n/a

ALL OTHER CUSTOMERS - WATER CONSUMPTION QUANTITY CHARGE
WATER RATE QUANTITY CHARGE PER UNIT

Customer Type Current Proposed — Effective July 1, 2018 | Proposed — Effective July 1, 2019
Multi-Family $11.88 $11.77 $12.25
All Other Customers $11.88 $12.55 $13.06




Investing in Your Water Infrastructure

Our Investment in Infrastructure
(in Million $'s)

Total Capital Improvements $32.8 $32.7

Pipeline Projects $9.7 $15.2

Pump Stations/Tanks/Wells

Water Treatment Plants/ Water Supply
Development : :

Equipment/Facilities/Hydrants

$- $10.0 $200 $30.0 $40.0 $50.0 $60.0 $70.0
B Completed - 2008-2018 ™ Planned 2018-2028

COASTSIDE COUNTY WATER DISTRICT




Water System Facts

Pipeline

100 miles

Water Tanks
12 tanks

Water Treatment Plants
2 plants

Pump Stations
7 stations

Fire Hydrants

647 hydrants

Retail Water Meters
7435 meters




EXHIBIT |
PROTEST LETTERS
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Rosario C. Angelo

May 18, 2018

Coastside County REC EIVED

Water District

766 Main St. MAY 23 2018

Hal Moon Bay, CA 94019-1925

Attention: General Manager COASTS1DE COUNTY
WATER DISTRICT

RE: Proposed Fee Increase
Account Number:251-00163-00
Address: 615 Vallejo St. El Granada, CA

Dear Sir/Madame,

| write to you in protest of the water rate increases proposed over the next two years. Our household members
typically use just over 4 units (as billed), the first pricing tier. While | recognize this tier goes down in price (by
$0.82), this price reduction is completely mitigated and surpassed by over 2% times the savings with a rate
increase of $2.15. These tiers are not sufficient for a family household and push the burden onto families.

These price increases are particularly detrimental to seniors with fixed incdme. It may seem like pennies to you
but in this economy seniors are now starting to live together as these expenses cannot be burdened. It means that
once again households contain 4 people or more and water use is no longer for 4 but for 4 or 6 people trying to
make ends meet in a single family dwelling. | know this scenario, | live this reality, as a senior citizen, living on a
fixed income, with other members of my family living in my home to make ends meet.

In the interest of family households, increasing the first pricing tier from 1-4 units to 1-10 units is fair. It must he
reasonable that a family household should not be penalized. By in large, water is not a luxury, it is a basic
necessityl The higher levels of use, clearly the business usage, should take the bulk of the increase. These are
services which people will opt to purchase. Much like the new road taxes, it comes through our fuel taxes. If you
drive more, you purchase more fuel, in turn paying more fuel taxes which go towards fixing the roads. People who
ride their bikes need not pay for excessive road maintenance. Road maintenance paid through their general fund
income taxes covers the basic care for the roads. Bicyclers may not use as much of the road but they pay their fair
share. By adjusting the water tiers, businesses would be similarly impacted. Those business impacted by higher
water rates simply pass them to patrons of their products. Those specific costs are carried by those who utilize
them.

| ask that you reconsider your annual price hikes; you review your tiers and make a serious effort to hear the
impact these decisions have on the coast side community as a whole. We are in a remote location. Most working
families commute. A 7:00 pm, Thursday night Public Hearing is disingenuous as those most impacted by these
changes are the very individual who cannot make this time. If you are truly interested in providing a fair and equal
service at an affordable price, | urge you to have a weekend meeting, giving the community a chance to show up
and be heard. !

Thank you for your time and attention to my concerns.
Sincerely,
Rosario C. Angelo

615 Vallejo St. -
El Granada CA

Street: 615 Vallejo Street Mail: P. 0. Box 722 City: El Granada State: CA Zip: 94018
Telephone: (650) 726-4648 Mobile: (650) 483-6228 Page 1
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