Agenda Item No. 6
SACRAMENTO LOCAL AGENCY FORMATION COMMISSION
1112 1 Street, Suite #100

Sacramento, California 95814
(916) 874-6458

February 2, 2011
TO: | Sacramento Local Agency Formation Commission
FROM: Peter Brundage, Executive Officer
RE: Rio Linda/Elverta Community Water District — Draft

Municipal Service Review — Report Back (LAFC 07-10)

RECOMMENDATIONS:

1. This report summarizes the actions, developments, and events related to the
Rio Linda Elverta Community Water District that have occurred since
December 1, 2010.

2. Direct staff to encourage Rio Linda Elverta Community Water District to
seek interim managerial and financial services from Sacramento Suburban
Water District or an independent consultant with similar experience. It is
recommended that the interim period run until RLECWD can demonstrate it
has the ability to meet the Compliance Orders issued by the California
Department of Public Health and has stabilized its overall managerial and
financial operations.

3. Direct staff to continue to monitor RLECWD progress in meeting the
California Department of Public Health Compliance Orders and provide a
status report to the Commission on March 2, 2011.



DISCUSSION

1. RLECWD has initiated the Prop 218 process and completed a rate study. A

Public Hearing is scheduled for Monday, March 7, 2011, at 7:00 pm. (Copy
attached).

2. RLECWD is currently conducting candidate recruitment for a permanent
General Manager. (District legal counsel is currently acting as the Interim
General Manager). '

3. The California Department of Public Health remains “cautiously optimistic”
in the progress that RLECWD is making.

4. RLECWD is attempting to obtain a bridge loan to commence construction on
Well No. 15 in order to keep on schedule. Staff has no further information on
this matter. ‘

Reorganization Options

Staff has contacted both the County of Sacramento Department of Water
Resources and Sacramento Suburban Water District (SSWD) to assess interest
in preparing a Reorganization Plan in the event of a
Reorganization/Consolidation. The County of Sacramento Department of Water
Resources is not interested in preparing a service plan. The County Department
of Water Resources cites the following factors:

o Cost of study;

e Limited staff resources;

o Risk related to the many uncertainties;

e Proximity to the Rio Linda Elverta sérvice area; and

¢ It would be more appropriate for an adjacent water purveyor to provide
service, specifically SSWD, because they already have an interconnection
with RLECWD.

SSWD indicated that they could prepare a plan for services but they also
indicated they would not fund the study.  Staff has discussed the type of
information that would be required with Rob Roscoe, General Manager of
SSWD. They have indicated that the study could at a minimum cost $40,000 to
$50,000. This is a very rough estimate. SSWD has indicated that they need
sufficient information to determine that their current ratepayers would not
subsidize the cost of providing service to RLECWD.



The following concerns have been raised by SSWD:

e Audited Financial Statements have not been prepared for Fiscal Year
2010;

e RLECWD is not able to accurately determine how much it owes vendors
and creditors; '

e It is not possible to determine the cost of deferred maintenance or the
actual condition of the water system and the infrastructure;

» Status of labor and personnel issues are not known; and
e The cost of pending and potential litigation is not known.

Accurate information does not appear to be available from the RLECWD. The
information that has been provided by RLECWD cannot be validated or
verified. In my opinion, it is not possible to obtain that information without
having direct access and actually operating the water system, i.e. a third party
would need to_assume_responsibility of the system_in_order to accurately
determine, assess, and evaluate the deficiencies.

Consequ'cntly, it appears to be very problematic to accurately assess the
magnitude of the issues that may exist and accurately determine the amount of
the financial liabilities. Therefore, it will likely be extremely difficult and costly

to reorganize the RLECWD with another public agency because of the extent of
these unknowns.

Finally, at this time, there does not appear to be a public agency which is willing
or interested in annexing RLECWD without sufficient and satisfactory due
diligence in order to determine the base line needs.

The Commission cannot impose Reorganization without a willing and capable
agency.

Possible Scenarios

1. RLECWD could enter into voluntary receivership and let an independent

third party evaluate and analyze the financial and operational condition of
RLECWD;

2. RLECWD may be forced into an involuntary receivership if creditors initiate
bankruptcy proceedings; or

3. RLECWD could enter into an interim agreement for management and
financial services with an independent third party or SSWD. SSWD has



indicated that they would be willing to assist RLECWD on a contractual
basis to provide interim management and financial services until the District
can demonstrate its ability to meet CDPH Compliance Orders and has
demonstrated both operational and financial stability.

SUMMARY OF EVENTS

On November 18, 2010, staff sent a letter to Sacramento County Department of
Water Resources and Sacramento Suburban Water District respectfully asking
each agency if they would be interested in preparing a service plan for
Commission consideration to reorganize Rio Linda Elverta Community Water
District. (Letter attached).

During the early part of December, I also suggested that RLECWD contact the
Sacramento Regional Human Rights and Fair Housing Commission for
assistance in mediating and arbitrating employee/employer labor relation issues.

On December 15, 2010, staff met with the County of Sacramento Department of
Water Resources to discuss LAFCo’s November 18, 2010 letter, requesting
whether or not the County would be interested in preparing a service plan in the
event the Commission decided that Rio Linda Elverta Community Water
District should be reorganized.

The County of Sacramento Department of Water Resources has indicated that
they are not interested in providing service to the Rio Linda Elverta Community.
(See letter dated January 4, 2011 attached).

On December 22, 2010, I received a response from SSWD regarding my
November 18, 2010 letter. SSWD agreed to respond to LAFCo request to
provide a service plan subject to the following principles:

e SSWD rate payers will not be responsible for the costs of resolving the
current management issues related to RLECWD;

e All costs associated with the formulation of a service plan will be
recovered from a funding source other than from SSWD;

e Reorganization would be contingent on the Mission Statement, the

Values, and Goals and Principles set forth in the SSWD Strategic Plan;
and

e Reorganization would be subject to SSWD Rules and Regulations
Governing Water Service.

On January 5, 2011, LAFCo staff met with Rob Roscoe, General Manager,
Sacramento Suburban Water District (SSWD) to further discuss SSWD interest



in preparing a service plan in the event of reorganization. The discussion was
primarily related to how the service plan could be funded and what information
would be needed to complete the service plan. Based on discussions with Mr.
Roscoe, I came to the conclusion that the information needed to prepare the
service plan is not readily available and it would be extremely difficult and
costly to obtain the necessary information.

On January 19, 2011, I met with Courtney Caron, Board President and Frank
Caron, Board Member of the Rio Linda Elverta Community Water District
(RLECWD). The RLECWD is in the process of soliciting candidates for a

permanent General Manger. It is not clear how long the selection and hiring
process may take. '

During the meeting I offered to provide whatever assistance I could. Based on
our discussion, I also suggested that I would talk to Sacramento County
Department of Water Resources and the Sacramento Suburban Water District
regarding the following two options:

First, I suggested it may be beneficial if the County staff, Sacramento Suburban
Water District staff, and perhaps other public water districts assist RLECWD to
screen applicants and perhaps sit on the interview panel to provide insight to
help them select their General Manager.

Second, I suggested that I would contact both Sacramento County and SSWD to
determine if either agency would be interested in providing interim management
and financial services to RLECWD until the new General Manager was hired.
RLECWD would be required to reimburse the agency for any expenses incurred
during this interim agreement.

In my opinion, such an agreement would allow RLECWD time to do a thorough
candidate search and selection process. It would also allow a third party with
technical and management expertise to assess the immediate and short term
priorities and needs of the RLECWD District. This assessment would be
immensely valuable in providing an operational and financial plan based on
experience and standards that have already been established by agencies with
demonstrated abilities.

I have discussed this issue with the County of Sacramento. At this time, the
County is not interested in entering into an interim agreement. However, both
the County and SSWD are willing to participate and assist RLECWD with the
selection process for a new permanent General Manager. It may also be
possible to request assistance form other water districts to help screen applicants
and/or participate on an interview panel.

On January 24, 2011, I attended the Sacramento Suburban Water District
(SSWD) Board Meeting to determine their level of interest in providing interim



management and financial services to assist Rio Linda Elverta Community
Water District.

The SSWD Board agreed that they would consider providing interim assistance
under a contractual basis provided SSWD would be reimbursed for all services
performed during the term of the contract.

LAFCo staff remain concerned about current status of affairs and the long term
viability of RLECWD. I believe that contractual assistance from SSWD could
be very beneficial and would demonstrate a strong commitment. Such action is
crucial until the District can demonstrate the ability to comply with the CDPH
Compliance Orders. As precedent, several years ago when Northridge and
Arcade Water Districts consolidated, SSWD benefited from an interim General
Manager during its transition period.

I believe that SSWD has the managerial, technical, and financial expertise to
assist RLECWD Board in a very positive and professional manner.

Finally, both the SSWD General Manager and the Board of Directors have
stated that they are not interested in reorganizing or consolidating but are
interested in the stability of water providers within Sacramento County,
especially neighboring water purveyors. However, Sacramento LAFCo must
continue to evaluate the long term sustainability and viability of the RLECWD
and its ability to satisfy the CDPH Compliance Orders. '

On January 26, 2011, I sent a letter to RLECWD advising them that SSWD
would be willing to provide interim assistance if requested by RLECWD
provided they are reimbursed for all services provided.

On January 27, 2011, I received a response from Courtney Caron indicating she
was interested in having the County and SSWD participate in screening
applicants for their General Manager position. She also indicated she would call
Rob Roscoe, General Manager, SSWD, to talk to him about obtaining contact
information for consultants who would be qualified to act as an Interim General
Manager.

Respectfully Submitted;

SACRAMENTO LOCAL AGENCY FORMATION COMMISSION

?&ﬁ;\_‘%@ w@ ®
Peter Brundage, &L/

Executive Officer



SACRAMENTO LOCAL AGENCY FORMATION COMMISSION
1112 I Street, Suite 100 eSacramento, CA 95814 (916) 874-6458 Fax (916) 874-2939

www.saclafco.org

November 18, 2010

Steven C. Szalay

Interim County Executive
County of Sacramento
700 H Street Suite 7650
Sacramento, CA 95814

Dear Steve:

The Sacramento Local Agency Formation Commission has conducted a Municipal
Service Review (MSR) of the Rio Linda Elverta Community Water District (RLECWD).
The MSR identified a number of unresolved organizational, governance, financial, and
operational issues.

In addition, the RLECWD is currently subject to two Compliance Orders issued by the
California Department of Public Health (CDPH) related to several issues. Primarily,
RLECWD does not have sufficient water production capacity. The insufficient water
supplies during periods of peak demand have impacted both water pressure and water
quality provided to their customers. The CDPH has estimated that the RLECWD will
need to construct three wells to resolve the water supply deficiencies. Also, RLECWD
has not maintained adequate reporting as required by the CDPH and has not adequately
maintained backflow and cross-connection requirements established by the CDPH.
Consequently, all of these deficiencies may potentially result in adverse public health and
safety issues for the community. In addition, the lack of adequate water production
capacity impacts fire protection for residents within the RLECWD.

Based on these factors the Commission established several benchmarks to monitor
RLECWD during the next several months. In addition, the Commission directed me to
evaluate the possible Reorganization (dissolution and annexation) of RLECWD with
another public water service provider.

Pursuant to Cortese-Knox-Hertzberg Local Government Reorganization Act of 2000, the
Sacramento Local Agency Formation Commission has the authority to initiate a
Reorganization proposal to dissolve an Independent Special District and annex it to
another District, agency, or service provider. On November 3, 2010, the Sacramento
Local Agency Formation Commission directed me to contact potential public water
providers (primarily Sacramento Suburban Water District and Sacramento County Water
Agency) to determine if they would be interested in submitting a plan for service to
annex and provide water service to the customers of the Rio Linda Elverta Community
Water District (RLECWD).

Peter Brundage, Executive Officer; Donald J. Lockhart AICP, Assistant Executive Officer; Diane Thorpe, Commission Clerk

www.saclafco.org
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Based on the Commission direction, I would like to collaborate with your agency to
determine if you would consider annexing RLECWD and develop a proposed service and
finance plan to serve the Rio Linda Elverta Community for Commission consideration in

the event it becomes necessary for the Commission to initiate a reorganization of the
RLECWD.

At this time, Sacramento LAFCo does not have funding to reimburse your agency for the
cost to prepare and develop a service plan. In the event your agency is willing to
consider annexation and cannot fund a service plan; a funding strategy would have to be
developed and approved by the Commission. Also, it may be possible to develop a
funding strategy in which LAFCo, the County of Sacramento, and Sacramento Suburban
Water District contribute to a joint study that satisfies the Cortese-Knox-Hertzberg
requirements set forth below or seek other funding and grant opportunities. Also, it is my
understanding that Sacramento County Zone 13 may have some funds available for water
planning purposes.

I have also requested that the RLECWD provide a 5-year business plan that includes a
pro-forma financial analysis for both capital improvements; operations and maintenance
activities; together with estimated rates that demonstrate that RLEWD can provide an
adequate and sustainable level of service.

The following information may assist your agency in estimating the cost to prepare the
requested service plan, though much of the information may very likely already be
available. Based on Cortese-Knox-Hertzberg Statues the service plan should include the
following requirements:

1. An enumeration and description of the services to be extended to the affected
territory;

2. The level and range of those services;

3. An indication of when those services can be extended;

4. An indication of any improvement or upgrading of water facilities, or other
conditions the local agency would impose or require within the affected territory

if the change of organization is completed;

5. Information with respect to how those services will be financed and proposed rate
structure; '

6. The agencies ability to provide water service to the proposed service area;

Peter Brundage, Executive Officer; Donald J. Lockhart AICP, 4ssistant Executive Officer; Diane Thorpe, Commission Clerk
www saclafco.org
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7. The agencies ability to meet State standards for water quality, water pressure;
provide adequate pressure for fire protection to the proposed service area; and

8. Any other proposed terms and conditions that need to be considered by the
Commission in its deliberations.

In addition, the proposed reorganization plan will need to address the following issues:
. Employées
= Labor Issues
= Retirement Systems
* Elected Boafd representation for the Rio Linda ElVerta Community

For your information, if LAFCo approves a reorganization and dissolution of the
RLECWD, this proposal is subject to protest proceedings. No election is required unless
ten percent of the registered voters living within the affected territory submit a petition
opposing the Reorganization. If a valid protest petition is submitted, an election would
be required with a simple majority vote needed to defeat the election. In this situation the
affected territory would be the service area of the newly formed district, in other words it
would include the entire territory of both service providers.

If there is not adequate protest or if an election is not successful, all assets, liabilities, and
service responsibilities would be transferred to the successor District.

I look forward to your assistance and collaboration in assisting the current and future rate
payers of the Rio Linda Elverta Community Water District.

Please call me if you have any other questions.

Sincerely,

Peter Brundage
Executive Officer

LAFCo Commissioners

Nancy Miller

Board of Supervisors

Nav Gill

Robert Ryan

Keith DeVore

Sacramento Suburban Water District
Sacramento Grand Jury

Peter Brundage, Executive Officer; Donald J. Lockhart AICP, Assistant Executive Officer; Diane Thorpe, Commission Clerk
www.saclafco.org
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SACRAMENTO LOCAL AGENCY F ORMATION COMMISSION
1112 I Street, Suite 100 eSacramento, CA 95814e (916) 874-6458¢ Fax (916) 874-2939

AFCo

November 18, 2010

Robert Roscoe

General Manager

Sacramento Suburban Water District
3701 Marconi Ave. Ste 100
Sacramento, CA 95821-5303

Dear Rob:

The Sacramento Local Agency Formation Commission has conducted a Municipal
Service Review (MSR) of the Rio Linda Elverta Community Water District (RLECWD).

The MSR identified a number of unresolved organizational, governance, financial, and
operational issues. :

In addition, the RLECWD is currently subject to two Compliance Orders issued by .the
California Department of Public Health (CDPH) related to several issues. Primarily,
RLECWD does not have sufficient water production capacity. The insufficient water
supplies during periods of peak demand have impacted both water pressure and water
quality provided to their customers. The CDPH has estimated that the RLECWD will
need to construct three wells to resolve the water supply deficiencies. Also, RLECWD
has not maintained adequate reporting as required by the CDPH and has not adequately
maintained backflow and cross-connection requirements established by the CDPH.
Consequently, all of these deficiencies may potentially result in adverse public health and
safety issues for the community. In addition, the lack of adequate water production
capacity impacts fire protection for residents within the RLECWD.

Based on these factors the Commission established several benchmarks to monitor
RLECWD during the next several months. In addition, the Commission directed me to

evaluate the possible Reorganization (dissolution and annexation) of RLECWD with
another public water service provider.

Pursuant to Cortese-Knox-Hertzberg Local Government Reorganization Act of 2000, the
- Sacramento Local Agency Formation Commission has the authority to initiate a
Reorganization proposal to dissolve an Independent Special District and annex it to
another District, agency, or service provider. On November 3, 2010, the Sacramento
Local Agency Formation Commission directed me to contact potential public water
providers (primarily Sacramento Suburban Water District and Sacramento County Water
Agency) to determine if they would be interested in submitting a plan for service to

annex and provide water service to the customers of the Rio Linda Elverta Community
Water District (RLECWD).

Peter Brundage, Executive Officer; Donald J. Lockhart AICP, Assistant Executive Officer; Diane Thorpe, Commission Clerk

www.saclafco.org
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Based on the Commission direction, I would like to collaborate with your agency to
determine if you would consider annexing RLECWD and develop a proposed service and
finance plan to serve the Rio Linda Elverta Community for Commission consideration in

the event it becomes necessary for the Commission to initiate a reorganization of the
RLECWD.

At this time, Sacramento LAFCo does not have funding to reimburse your agency for the
cost to prepare and develop a service plan, In the event your agency is willing to
consider annexation and cannot fund a service plan; a funding strategy would have to be
developed and approved by the Commission. Also, it may be possible to develop a
funding strategy in which LAFCo, the County of Sacramento, and Sacramento Suburban
Water District contribute to a joint study that satisfies the Cortese-Knox-Hertzberg
requirements set forth below or seek other funding and grant opportunities. Also, it is my

understanding that Sacramento County Zone 13 may have some funds available for water
planning purposes.

I have also requested that the RLECWD provide a 5-year business plan that includes a
pro-forma financial analysis for both capital improvements; operations and maintenance
activities; together with estimated rates that demonstrate that RLEWD can provide an
adequate and sustainable level of service. : '

The following information may assist your agency in estimating the cost to prepare the
requested service plan, though much of the information may very likely already be
available. Based on Cortese-Knox-Hertzberg Statues the service plan should include the
following requirements:

1. An enumeration and description of the services to be extended to the affected
territory; ’ :

2. The level and range of those services;

3. Anindication of when those services can be extended;

4. An indication of any improvement or upgrading of water facilities, or other
conditions the local agency would impose or require within the affected territory

if the change of organization is completed;

5. Information with respect to how those services will be financed and proposed rate
structure;

6. The agencies ability to provide water service to the proposed service area;

Peter Brundage, Executive Officer; Donald J. Lockhart AICP, Assistant Executive Officer; Diane Thorpe, Commission Clerk
: . www.saclafco.org .
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7. The agencies ability to meet State standards for water quality, water pressure;
provide adequate pressure for fire protection to the proposed service area; and

8. Any other proposed terms and conditions that need to be considered by the
Commission in its deliberations.

In addition, the proposed reorganization plan will need to address the following issues:
*  Employees
= Labor Issues

* Retirement Systems

* Elected Board representation for the Rio Linda Elverta Community

For your information, if LAFCo approves a reorganization and dissolution of the
RLECWD, this proposal is subject to protest proceedings. No election is required unless
ten percent of the registered voters living within the affected territory submit a petition
opposing the Reorganization. If a valid protest petition is submitted, an election would
be required with a simple majority vote needed to defeat the election. In this situation the
affected territory would be the service area of the newly formed district, in other words it
would include the entire territory of both service providers.

If there is not adequate protest or if an election is not successful, all assets, liabilities, and
service responsibilities would be transferred to the successor District.

I look forward to your assistance and collaboration in assisting the current and future rate
payers of the Rio Linda Elverta Community Water District.

Please call me if ybu have any other questions.

Sincerely,(%)mg .
v

Peter Brundage
Executive Officer

LAFCo Commissioners
Nancy Miller

Board of Supervisors
Nav Gill

Keith DeVore
Sacramento Grand Jury

Peter Brundage, Executive Officer; Donald J. Lockhart AICP, Assistant Executive Officer; Diane Thorpe, Commission Clerk
www.saclafco.org
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December 22, 2010

Mr. Peter Brundage

Sacramento Local Agency Formation Commission
11121 Street, Suite 100

Sacramento, CA 95814

Re: Rio Linda Elverta Community Water District — Reorganization

Dear Mr. Brundage:

This letter is in response to your letter dated November 18, 2010 in which you requested
collaboration with Sacramento Suburban Water District (SSWD) regarding the possible
reorganization of the Rio Linda Elverta Community Water District (RLECWD). The SSWD
Board of Directors considered this matter at its Regular Board mesting of December 20, 2010
and the following represents the District’s position in response to your request.

In the furtherance of public health and safety, SSWD is willing and able to provide assistance to
RLECWD during its efforts to respond to the LAFCo requirements as outlined in your letter.
Details of the District’s assistance would have to be identified in an agreement for consideration
and approval at a future SSWD Board meeting, Further, SSWD is willing to consider other
involvement in the reorganization of RLECWD under the following principles:

® SSWD rate payers will not be responsible for the costs of resolving the current
management issues related to the RLECWD.

® All costs associated with the formulation of a service and finance plan will be
recovered from a funding source other than from this District.

® Reorganization of RLECWD that involves SSWD would be contingent on the
Mission Statement, the Values, and Goals and Principles as stated in the SSWD
Strategic Plan.

¢ Reorganization would be subject to the SSWD Rules and Regulations Governing
Water Service and the District’s Standards and Specifications.

The staff at SSWD estimates that the cost of preparing a service plan that would meet the statutes
of the Cortese-Knox-Hertzberg law might conservatively cost on the order of $40,000 to $60,000
in addition to the large amount of in-house staff time needed to work on such a plan. Further, the
Board of SSWD believes that preparing a service plan might be premature unless it was clear
that LAFCo was approving a reorganization and dissolution of RLECWD. Both the Board of
Directors of SSWD and the staff of the District hope that RLECWD’s efforts are successful in

3701 Marconi Avenue, Suite 100 ¢ Sacramento, CA 95821-5346 ¢ Phone 916.972.7171 ¢ Fax 916.972.7639 ¢ sswd.org



RLECWD - Reorganization
December 21, 2010
Page 2 of 2

correcting present system deficiencies, meetiy g the state compliance orders and complying with
the LAFCo directives with which it currently must contend.

We remain open to any and all alternatives and suggest we meet again to further such
discussions. '

Sincerely,
vl

Robert S. Roscoe, P.E.
General Manager



Department of Water Resources
H. E. Niederberger, Jr., Interim
Director

Including service to the Cities of
Elk Grove and Rancho Cordova

SACRAMENTO COUNTY
WATER AGENCY

January 4, 2011

RECEIVED
JAN Q5 201

LACRAMENTO LOGAL AGENCY
FORMATION COMIMISSION
Peter Brundage, Executive Officer

Sacrameto Local Agency Formation Commission
1112 I Street, Suite 100
Sacramento, CA 95814

Dear Mr. Brundage:

Thank you and Mr. Lockhart for taking the time to speak with Sacramento County Water
Agency (SCWA) staff this week about the ongoing issues associated with the Rio Linda Water
District. We appreciate and support your desire to find a solution to these issues in order to
ensure a safe drinking water supply for the residents within this area.

Although I am supportive of your efforts, I don’t believe that the best service solution for this
area is SCWA. As you know, the Rio Linda Water District is north of the nearest SCWA service
area, and if it were served by SCWA, this area would be disconnected from the remainder of our
system. Having some experience with operating “island” service areas, we know that this creates
logistical problems for ongoing maintenance and operation of the system. It is far less cost-
effective from an operations perspective to operate an island water system. In addition, SCWA
has no direct interties to the Rio Linda system. It may make more sense to pursue opportunities
with the adjacent water purveyors who have existing interties — either California American
Water Company or Sacramento Suburban Water District.

Again, I appreciate your time and hope that a viable solution is forthcoming. Please let me know
if you have any further questions or if I or my staff can assist you any further.

Sincerely,

.E. Niederberger, Jy., P.E.
terim Director
Sacramento County Water Agency

cc: Supervisor Susan Peters — Sacramento County
Kerry Schmitz, Dave Underwood — SCWA
Rob Roscoe — Sacramento Suburban Water District
Andrew Soule — California American Water Company

“Managing Tomorrow’s Water Today”

Main Office: 827 7th St., Rm. 301, Sacramento, CA 95814 » (916) 874-6851 o Fax (916) 874-8693 ¢ www.scwa.net






Agenda Item: 2

Minutes

Sacramento Suburban Water District
Regular Board Meeting
Monday, November 15, 2010

Call to Order #k
President Fellenz called the meeting to order at 6:31 p.m..  #&7

Roll Call :

Directors Present:  Ken Decio, Thomas Fellenz, Frederi¢
Schild.

Directors Absent: None.

Staff Present: General Manager Roscoe, Dan BlllS, Ed Kofmosa, Jan Gentry, Dave
Jones, Warren Jung, Annette O’Leary, John espDan York Lynne
Yost.

Public Present: William Eubanks and Avery Wlsem

Announcements

The following items were announced:

. SSWD Financing Corpor:
Mongi'c_} January 24, 2011.

vacation and sick lea<

Consent Items '
1. Minutes of the October 18, 2010 Regular Board Meeting

2. Resolution No. 10-31 Resolution No. 10-31 Autﬁorizing Investment of Monies in the
Local Agency Investment Fund

3. Resolution No. 10-32 Supporting ACWA Policy Principles on Implementation of
State and Federal Endangered Species Act

2010-110



Notice of Intent to Adopt an Initial Study/N egativé Declaration for the Roseview Park

-and Coyle Avenue Well Projects Within the Unincorporated Area of Sacramento

County, California

MSC' (Decio/Gayle) that the Board of Directors approve Consent Items 1,2, 3 and 4,
by unanimous vote.

Items for Discussion and Action

s.

Status Report-on Sacramento LAFCo Actions Related to Rio Lmda/Elverta
Community Water District
General Manager Roscoe presented the staff report. R10 L i/Elverta Community
Water District (RLECWD) has compliance issues, with an enforc mhent order from the
Department of Public Health (DPH) and is in Jeopardy oﬂos1ng aflowsinterest loan to
fund three new production wells if they do not rais¢ tates in the immediate future. On
April 5, 2010 the Sacramento County Grand .Jugy, issued a repoit:titled “Rio
Linda/Elverta Community Water District - A Saga ofiMismanagement and Water
Problems.” The RLECWD has had significant turnover ard members in the past

several years and, more recently, has hir . fired numerous general managers and
general counsels. w ;

2010 to consider action includifig potentxal d1ssolut10 6? RLECWD. At that meetlng‘
LAFCo made several strong recommeng ' to the Board of Directors of

contract

General Manager Roscoe introduced Peter Brundage, Executive Officer, and Don
Lockhart, Assistant Executive Officer, from Sacramento Local Agency Formation
Commission (LAFCo).

Mr. Brundage made a presentation which included:
* An overview of LAFCo.
» The municipal services review was received from RLECWD.

"Motion, Second, Carried.

2010-111



Discussion ensued and included:

RLECWD issues include the two DPH compliance orders, the three wells to
be constructed, the $7.5 million necessary for well construction, high general
manager turnover and low employee morale.

RLECWD is in a financially weak position. Water rates need to be raised
before the low interest loan would be considered by the State.

The State extended completion of new well construction until June 2011.

The Prop 218 process has been initiated.

Mr. Brundage urges SSWD to consider continuing the interconnection that is
scheduled to expire in March 2011.

The State can start the receivership process. Sacramento County Water
Agency (SCWA) and SSWD are options fo;r the RLECWD reorganization. If
RLECWD does not perform, LAFCo w;shes 10 have submltted plans for a
reorganization from one or more prov1ders

Three newly elected RLECWD board mémbers Wlll be swom in soon.

If there is a reorganization, what happens to the employees and the labor
agreement?

Why should SSWD spend money:on a proposal that could cost $50,000 or
more. Who will fund the study? LAl : does not have-much money.

There are potential regional and long-t 17 Qeﬁﬂt_s with a reorganization.

If SSWD or SCWA is not ested i in t e _E:orgamzanon, Cal-Am may be
approached. Cal-Am is; not mcluded now-as it is not a special district or a
local government. , ' :

Can the RLEC

are a concern.
nhave the burden of the rates.

in ). :-:et possibility and ask the County.
etes for ﬁre protection affected? School districts would be

General Manger Roscog:stated that much more 1nformat1on is needed. Both boards
should’ want to consohdate for the process to go well. To save resources, complete

Proposition 84 Implementation Grant Application -

General Manager Roscoe presented the staff report. The Regional Water Authority
(RWA) is preparing to apply for a Proposition 84 Implementation Grant (Prop 84)
with the Department of Water Resources (DWR). RWA has selected a group of 40
projects from the Integrated Water Regional Master Plan (TWRMP) for the region for
review and selection. The District has a strong application. Rob Swartz has been
successful in the past with grant applications. This application can be useful in for
future grant applications. SSWD’s cost is about $35,000 to apply. The total grant is
$60 million and SSWD’s share would be $1 million.
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William Eubanks asked how installing booster pumps with this grant money benefits
the District.

General Manager Roscoe stated that some of the grant funds would be used for a well
in the north service area. This has opportunity for SSWD to sell water and potential
for groundwater substitution water transfers.

MSC (Gayle/Decio) that the Board of Directors ratify the General Manager’s decision
to participate in the Proposition 84 grant application and authorize the General
Manager to execute the RWA Project Agreement followmg approval by District
Counsel, by unanimous vote. L P

RWA Public Relations Efforts on Delta Issues o

General Manager Roscoe presented the staff report The Reg10na1 Water Authority
(RWA) Government Affairs Committee has recommended hiring & consultmg public
relations firm to assist with pubhc outreach on statewmle water issues. - The basic
Sacramento-area messaging is not being heard at the* sfate .capitol where significant
water issues of great impact to the Sacramento region are: expected to be legislated in
the coming 2-year term.

The initial effort was preliminarily estimateds (Cost in the vicinity of $100,000 and
The RW . Y,ernment Affairs Committee

» The District’s cost:should not exceed $20,000.

MSC:,. (Decio/Hanson) that' the Board of Directors authorize the General Manager to
execute. a standard “Below the Green Line” cost shanng agreement with RWA to

part:i'c’\ ate in reglonal public relations effort, by unanimous vote.

ACWA Hea h Benefits Authority Board of Directors Election

The District feéeived a ballot for the Board of Directors election from the Association
of California” Water Agencies (ACWA) Health Benefits Authority (HBA). The six
openings on the HBA Board of Directors are geographically based: three in the north

region and three in the south region. Ballots must be received by November 23,
2010. ‘

MSC (Schild/Decio) that the Board of Directors designate the General Manager as the

District’s Agency Representative and direct the General Manager not to vote, by
unanimous vote,
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9. Financial Plan, Water Revenue, and Facility Development Charge (FDC) Study
General Manager Roscoe presented the staff report.” The District entered into an
agreement with The Reed Group, Inc. to perform a Financial Plan, Water Revenue,
and Facility Development Charge (FDC) Study. The FDC study was completed in
March 2010 and accepted by the Board. The Reed Group next prepared a five year
Financial Plan (Plan) for the District and based on the results of the Plan, four water
revenue scenarios were prepared and reviewed by the Board.

Separate from the District water revenue selection, the Reed Group was also
contracted to provide the Board with alternative rate structures, most of which would
be designed to encourage water conservation. In September -these issues were
discussed with the Finance and Audit Committee, ‘Thé Co ee recommended such
matters come before the full Board. ‘ Y

Discussion ensued and included: EEANS
* Identify revenue needs and consider changgs to:1
» How much revenue is generated by fixed and v
=  Options include keeping the rate structure the s
change the balance of fixed to vatiable rates.
»  This should be deferred to a Ia“'" ¥ mee it ! g‘after the Hew dlrectors are seated
on the Board. : i o

rate strucfiire.
le rates.
ne --.addlng a third tier, and

at this ltem will: not be brought to the December

General Manager Roscoe statg
ff need tlme 1o be:briefed on the District issues and

meeting. The new dlrector
activities.

10.

MSC (Gayle/Hanson) that the Board of Directors reject McClellan Business Park
claim, in thg:-amount of $86,714.66, for loss project costs related to a sewer
replacement”project from a contractor inadvertently hitting an unmarked District
water main, by unanimous vote.

Information Items
11.  District Activity Reports
a.  Water Operations and Exception Report

A written report was provided and briefly reviewed by General Manager
Roscoe.
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12.

13.

b.  Customer Service Report
A written report was provided.

c.  Water Conservation and Regional Water Efficiency Program Report
_ A written report was provided.

d.  Community Outreach Report
A written report was provided.

Financial Report > .
Dan Bills briefly reviewed the written reports, ___mcludmg the income statement and

balance sheet. Capital assets went up $16 million and that conelates to the capltal
facilities charge on the customers’ bill. “ :

a.  Financial Statements — October 2010
A written report was provided.

b.  Investments Outstanding and Activity=Qctober 2010

A written report was prov1ded

5
i

c¢.  Cash Expenditures — October 201 0
A written report was pro; dgd

Credzt Card Expenzjztwjes Oc:tober 201

A written report was ‘-’provided and briefly reviewed by Mr. Bills.

* Market Report Yzelds October 2005 through September 2010
A wntten rep@rt was provided.

h.  Informg tzon Requzred by Bond Agreement
A writtén report was provided and briefly reviewed by Mr. Bills.

Avery Wiseman stated he met with General Manager Roscoe and Mr. Bills recently.
The District is accumulating reserves and he encourages the Board to think about a

rate decrease. He believes the capital improvement program is too aggressive and
should be reduced.

Upcoming Policy Review — Public Works Contracting Policy (PL - Eng 002)
A written report was provided.
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14.

15.

16.

17.

18.

19.

20.

21.

22,

23.

_ "‘;‘;Reasons to fluoridate
" ':_-fsfthe District fluoridated
: plpehne in the north

Upcoming Policy Review — Electronic Mail, Internet and Computer Use Policy
(PL - IT 005) '

A wiritten report was provided. Legal counsel reviewed the policy and more research
may be required to include social media. This policy may not be on the December
agenda.

Facility Consolidation and Potential Acquisition of Property at 4325 Auburn
Blvd ,

A written report was provided. This topic will be brought back to the Board after the
new Board is seated. -

2011 Employee Benefits Renewal Analysis o
A wrritten report was provided. The benefits analysis, revf'wed and compared
standard levels of coverage, e.g. cleanings, fillings, x-rays.

Antelope Garden Report S

A written report was provided. This will not necessari annual report.
Verner Well N36 Pumping Station L
A written report was provided.

ol 't‘g”yn Engineering Study
A Wntten report was provided and*aneﬂy reviewed by General Manager Roscoe.
north .service area (NSA) are different from the reasons
e south service area. There are other entities that use the

recorﬁrheﬁding to ﬂuondate the NSA at this tlme All fluoride costs have escalated
mgmﬁcantly in the last few years.

El DoradoﬁVater & Power Authority Supplemental Water Rights Transfer
Project

A written report was provided and briefly reviewed by General Manager Roscoe.
Bartkiewicz Kronick and Shanahan are tracking this project for the District. The
impacts need to be more fully identified.

Preliminary Elections Results

A written report was provided and briefly reviewed by General Manager Roscoe.
The updated numbers for Divisions 3 and 4 from the Voter Registration & Elections
division did not change the results. The proposed city of Arden Arcade was defeated.
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24,

25.

26.

27.

General Counsel’s Report )
A confidential written report was provided to the Dlr tor

Committee Reports

28.

Current Delta Related Matters
A written report was provided and briefly reviewed by General Manager Roscoe.

Amicus Curiae Letter in Support of Yorba Linda Water District’s Petition for
Review ‘

A written report was provided and briefly reviewed by General Manager Roscoe.
This suit has a large potential to greatly impact water providers. Some areas of
SSWD have no pipes or hydrants. ACWA/JPIA is Yorba Linda Water District’s
insurance agent. :

Legislative Update
A written report was provided.

Miscellaneous District Issues - General Mange“r R ort L
A written report was provided and briefly revie y General Manager Roscoe.
The District is meeting with SMUD and the County in'the near future to discuss fees.

a.  Facilities and Operations, Commztte
No report. &

b. Fi znance and Audit

Region; Water Authority Executive Committee
An agenda from the October 27, 2010 meeting was provided. General Manager
Roscoe provided an oral report.

b.  Sacramento Groundwater Authority
No report.

c.  Water Forum Successor Effort
No report.

d. San Juan Water District Executive Committee
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Miscellaneous Correspondence and General Informatlon
30. Certain correspondence received by the District was prov1ded

31.

Director’s Comments/Staff Statements and Re

None.

Closed Session

None.

Adjournment_

No report.

Other Reports

Director Schild reported on the Sacramento Regional Water Issues Tour he
attended on October 28, 2010.

Director Fellenz reported on a meetirig with Supervisor Susan Peters he
attended with General Manger Roscoe and Ed Formosa on November 2, 2010.
He thanked Directors Decio and Hanson for their public service.

Director Hanson thanked General Manager Roscoe, .Ed Formosa, Jan Gentry
and all staff for all their help. 2

William Eubanks thanked Directors Dec1o,.

d/IjI,jé.tison\ for their service and
efforts they put in for the District. : TR,

President Fellenz adjourned the'm

Robert S. Roscoe
General Manager/Secretary
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Agenda Item: 4

Date: January 19, 2011
Subject: Sacramento LAFCo Status Report on Rio Linda/Elverta Community Water
District

Staff Contact: Ed Formosa, Assistant General Manager

Recommended Board Action:
Direct staff as deemed appropriate.

Discussion:

Since the report to the Board at the last meeting, operational, management and governance
conditions in the Rio Linda Elverta Community Water District (RLECWD) have seen little
improvement. Little progress has been made towards meeting the two compliance orders from
the State Department of Public Health (DPH). In addition, LAFCo staff has expressed concerns
regarding compliance with several directives from Sacramento Local Agency Formation
Commission (LAFCo) regarding the management of the District. At the direction of the
Commission, LAFCo staff has been directed to evaluate the possible reorganization (dissolution
and annexation) of RLECWD with either the County of Sacramento or SSWD. In response to
the letter received from LAFCo on November 19, 2010, staff has sent a return letter, as directed
by the SSWD Board, supporting the efforts of the RLECWD Board in resolving its issues and
providing a list of principles with which SSWD would follow in further discussions with LAFCo
regarding any consideration of a merger or annexation. Those principles are as follows:

= Current SSWD rate payers will not be responsible for the costs of resolving the current
management issues related to the RLECWD.

* All costs associated to the formulation of a service and finance plan will be recovered
from RLECWD up front and not as a reimbursement to SSWD or be provided from
some other funding source. _

»  Annexation consideration will be contingent on the Mission Statement, the Values,
and Goals and Principles as stated in the SSWD Strategic Plan.

* Annexation would be subject to the SSWD Rules and Regulations Governing Water
Service and the District’s Standards and Specifications.

On January 5, 2011, senior management staff of SSWD met with Peter Brundage, Executive
Officer of LAFCo, to discuss the District’s return letter. As a result of that discussion, Mr.
Brundage requested the opportunity to speak to the Board of Directors of SSWD at its next
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available Board meeting to provide an update. It is anticipated that he will be in attendance and
make a presentation on this topic at the January 24™ meeting. ‘

A merger of the RLECWD with SSWD would present many challenges and opportunities to
SSWD. The principle issue which RLECWD faces today is the lack of water production
capacity. The State has directed RLECWD to add three new production wells to provide
adequate peak hour capacity to its system as well as some degree of redundancy. As discussed,
the issue with which the RLECWD Board has struggled to address is the ability for the rate
payers to absorb the cost of these improvements. While the solution to the capacity problem is
fairly strait forward, the funding problem is less easy to address. Further, relief from current
compliance orders would hinge on RLECWD’s ability to acquire a low interest loan provided by
the State through the State Revolving Fund Loan Program. The approval of the loan by the State
would require that RLECWD demonstrate the ability to repay the loan.

In the long term, SSWD District staff feels that there may be potential benefit to the current
ratepayers of SSWD if a merger were to occur which could only be determined through a study
of the benefits and liabilities of such a reorganization. Some of the potential benefits include the
reduction in the number of public water agencies north of the American River which would
improve the regions position in trying to address statewide water issues. The annexation of the
RLECWD would allow the expansion of the conjunctive use of the area’s water supply by
expanding the place of use of the current surface water supply contract with PCWA and enhance
District efforts to manage the groundwater aquifer. Currently, several planned urban A
development areas are located within the RLECWD service area. Consolidation would provide
opportunity to have the development community fund major infrastructure improvements to
expand the use of surface treated water in this area. It would be expected that a merger would
redisiribute both SSWD’s and RLECWD’s ovethead costs which would allow savings to be
redirected towards capital improvement needs.

Conversely, in the short term, there could be risks to SSWD by merging with the RLECWD.
Little is known by SSWD staff of all the potential issues which have arisen over the last several
years. It has been reported that RLECWD is involved in unresolved labor negotiations and
disputes, that they have numerous outstanding bills, and that several other lawsuits may be
pending. The political atmosphere in RLECWD has been volatile. All these unknown liabilities
and risks concern the SSWD staff. However, a study could provide a clear picture of those risks
which could then be weighed against the possible benefits and allow a good decision to be made
on behalf of the District ratepayers and the public in general. '

Fiscal Impact:

The principles as outlined were intended to make the study and action of annexation of the
RLECWD a neutral action. Staff estimates that a reconnaissance level study intended to identify
major issues would cost about $40,000 to $50,000. It may be worth participating with some of
the study cost as an investment in possible future benefits to SSWD.
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Strategic Plan Alignment:

Leadership — 5.C. Participate in regional water management partnerships. The District may
choose to cooperate with a local county agency to assist in addressing problems which affect a
neighboring agency.

Leadership — 5.D. Interact with the community in a positive and progressive manner for the
mutual benefit of the area. Assisting the county and state in addressing the problems existing
within the RLECWD would help the residence of the Rio Linda/Elverta Community.






SACRAMENTO LOCAL AGENCY FORMATION COMMISSION
1112 1 Street, Suite 100 eSacramento, CA 95814 (916) 874-6458 Fax (916) 874-2939

www.saclafco.org

DATE: January 24, 2011

TO: Robert Roscoe, General Manager
Sacramento Suburban Water District

FROM: Peter Brundage, Executive Officer
Sacramento Local Agency Formation Commission

RE: Request for Consideration to Provide Interim Management and
Financial Services to the Rio Linda Elverta Community Water
District

DISSCUSSION:

On January 19, 2011, I met with Courtney Caron, Board President and Frank Caron,
Board Member of the Rio Linda Elverta Community Water District (RLECWD). The
RLECWD is in the process of soliciting candidates for a permanent General Manger. It
is not clear how long the selection and hiring process may take.

During the meeting I offered to provide whatever assistance I could. Based on our
discussion, I also suggested that I would talk to Sacramento County Department of Water
Resources and the Sacramento Suburban Water District regarding the following two
options.

First, it may be beneficial if the County staff, Sacramento Suburban Water District staff,
and perhaps other public water districts assist RLECWD to screen applicants and perhaps
sit on the interview panel to provide insight to help them select their General Manager.

Second, - I suggested that I would contact both Sacramento County and SSWD to
determine if either agency would be interested in providing interim management and
financial services to RLECWD until the new General Manager was hired. RLECWD
would be required to reimburse the agency for any expenses incurred during this interim
agreement.

In my opinion, such an agreement would allow RLECWD time to do a thorough selection
process and would also allow a third party with technical and management expertise to
assess the immediate and short term priorities and needs of the RLECWD District.

I have discussed this issue with the County of Sacramento. At this time, the County is
not interested in entering into an interim agreement. However, the County is willing to

Peter Brundage, Executive Officer; Donald J. Lockhart AICP, Assistant Executive Officer,; Diane Thorpe, Commission Clerk
www.saclafco.org . .
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participate and assist RLECWD with the selection process for a new permanent General
Manager. :

I am also respectfully requesting that SSWD Board of Directors consider authorizing
your General Manager to enter into an agreement with RLECWD to provide interim
management and financial services and assistance in the event that RLECWD considers
this option. The request from RLECWD is completely voluntary and would have to be
initiated by the RLECWD Board to either LAFCo or SSWD. LAFCo cannot require
RLECWD to enter into any agreements.

I am trying to give the RLECWD Board an option which would provide them the
opportunity and time to make a well thought out and planned selection to hire their
General Manager. It may also provide them with good information so they can develop
and implement a plan for services, stabilize operations, and provide RLECWD assistance
in developing a long term sustainable solution.

Thank you for your consideration, I look forward to discussing this matter with your
Board and would appreciate any other suggestions or ideas you may have regarding this
matter.

Sincerely,

SACRAMENTO LOCAL AGENCY FORMATION COMMISSION

%mﬁw@&&w

. Peter Brundage,
Executive Officer

cc: Courtney Caron, Board President
Ravi Mehta, General Manager
Kim Wilhelm, CDPH
Nancy Miller
Sacramento Grand Jury

Peter Brundage, Executive Officer; Donald J. Lockhart AICP, Assistant Executive Officer; Diane Thorpe, Commission Clerk
www.saclafco.org



SACRAMENTO LOCAL AGENCY FORMATION COMMISSION
1112 I Street, Suite 100 ®Sacramento, CA 95814e (916) 874-6458 ¢ Fax (916) 874-2939

www.saclafeo.org

DATE: January 26, 2011

Honorable Courtney Caron, President
. Rio Linda Elverta Community Water District
730 L Street
PO Box 400
Rio Linda, CA 95673

RE: Opportunity for Interim Management and Financial Services Contract for
the Rio Linda Elverta Community Water District

On January 24, 2011, I attended the Sacramento Suburban Water District (SSWD) Board
Meeting to determine their level of interest in providing interim management and
financial services to assist Rio Linda Elverta Community Water District.

The SSWD Board agreed that they would consider providing assistance under a
contractual basis provided SSWD will be reimbursed for all services performed during
the term of the contract. You may also want to contact your water association for
assistance or advice. They may have names of people who may also prov1de temporary
services.

In addition, I have also spoken with the County of Sacramento Department of Water
Resources to see if they would be interested. County staff has declined because they do
not currently have adequate staff to support such an effort.

Also, both Sacramento County Department of Water Resources and SSWD are willing to
assist RLECWD in screening applications and/or participating on an interview panel in
selecting a permanent General Manager for RLECWD. If you prefer, I could contact
other water districts to see they are interested in assisting with the interview process.

Sacramento LAFCo remains concerned about current status of affairs and the long term
viability of RLECWD. I believe that contractual assistance from SSWD could be very
beneficial and would demonstrate a strong commitment. Such action is crucial until the
District can demonstrate the ability to comply with the CDPH Compliance Orders. As
precedent, several years ago when Northridge and Arcade Water Districts consolidated,
SSWD benefited from an interim General Manger during its transition period. SSWD
has the managerial, technical, and financial expertise to assist RLECWD Board in a very
professional manner.

Peter Brundage, Executive Officer; Donald J. Lockhart AICP, Assistant Executive Officer; Diane Thorpe, Commission Clerk

www .saclafco.org
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Finally, both the SSWD General Manager and the Board of Directors have stated that
they are not interested in reorganizing or consolidating but are interested in the stability
of water providers within Sacramento County, especially neighboring water purveyors.

However, Sacramento LAFCo must continue to evaluate the long term sustainability and
viability of the RLECWD and its ability to satisfy the CDPH Compliance Orders.

Thank you for your cbnsideration. If you wish to proceed with this approach, please
contact me or Robert Roscoe, General Manager of Sacramento Suburban Water District
(916-972-7171). ‘ :

I may be reached at (916) 875-5935 if you have any additional questions.

Sincerely,

Peter Brundage
Executive Officer

cc: RLECWD Board of Directors
Ravi Mehta, General Manager
Rob Roscoe, Sacramento Suburban Water District
Kim Wilhelm, CDPH
Nancy Miller
Phil Serna, Supervisor
Sacramento Grand Jury

Peter Brundage, Executive Officer; Donald J. Lockhart AICP, Assistant Executive Officer; Diane Thorpe, Commission Clerk
www.saclafco.org
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From: Courtney J Caron [mailto:courtney.caron@sbcglobal.net]
Sent: Thursday, January 27, 2011 7:17 PM

To: Brundage. Peter

Subject: Re:

Hi Peter!

I am going to reach out to Rob right now. I was told that Rob met with Jim Carson to discuss
another issue and mentioned that Jim would

be a good candidate for the interim manager. I am a little surprised to hear that since Ravi
seemed to push he was a real conflict of interest.

I am not surprised that the information provided to us was incorrect. Rob also mentioned a
person name Wayne.

I will get more information and get the change on the agenda for February 28, 2011.

I am also going to contact the persons you suggested to get sites for the job postings. I will also
take SSWD and Sac County
up on the interview panel for the GM position.

Thank you so much.
I will keep you informed of everything.

Courtney Caron
--- On Wed, 1/26/11, Brundage. Peter <BrundageP@saccounty.net> wrote:

From: Brundage. Peter <BrundageP@saccounty.net>

Subject:

To: courtney.caron@sbcglobal.net

Cc: "Ravi Mehta" <rmehta@capitol-advocates.com>, "Nancy Miller" <miller@motlaw.com>,
"Robert Roscoe" <RRoscoe@sswd.org>, "Wilhelm, Kim (CDPH-PS-DDWEM)"
<Kim.Wilhelm@cdph.ca.gov>, "Serna. Phil" <SernaP@saccounty.net>, "Lockhart. Don"
<Don.Lockhart@SacLAFCo.org>

Date: Wednesday, January 26, 2011, 4:09 PM

Courtney,
Here is the letter. Let me know if you have any questions.

Thanks



Peter

COUNTY OF SACRAMENTO EMAIL DISCLAIMER:

This email and any attachments thereto may contain private, confidential, and
privileged material for the sole use of the intended recipient. Any review,
copying, or distribution of this email (or any attachments thereto) by other
than the County of Sacramento or the intended recipient is strictly prohibited.

If you are not the intended recipient, please contact the sender immediately
and permanently delete the original and any copies of this email and any
attachments thereto.




Brundage. Peter

Page 1 of 1

From: Courtney J Caron [courtney.caron@sbcglobal.net]
Sent:  Thursday, January 27, 2011 7:29 PM

To: Brundage. Peter

Subject: Fw: RLECWD Interim GM

--- On Thu, 1/27/11, Courtney J Caron <courtney.caron@sbcglobal.net> wrote:

From: Courtney J Caron <courtney.caron@sbcglobal.net>
Subject: RLECWD Interim GM

To: RRoscoe@sswd.org

Cc: BrundageP@saccounty.ne

Date: Thursday, January 27, 2011, 7:27 PM

Hello Mr. Roscoe,

I spoke with Peter and he suggested I contact you in order to get some suggestions
regarding persons who may be able to serve as the interim GM for Rio Linda as we
search for a qualified General Manager.

I understand that you spoke with Jim Carson today about the possibility of him stepping
in. A few weeks back, we brought up this very suggestion. We were informed by
general counsel that there would be a conflict of interest if one of our contractors was
brought in as an interim. I really did not understand the argument being made. I would
like to revisit this option and am curious if you also feel there would be any conflict of
interest based on your experience?

I understand you also had another suggestion of a person to contact. Please let me know
the name of that person as well!

In the next few weeks, as we receive resumes, I would like to reach out and form an
interview board to review the resumes and interview the first round of applicants. Peter
mentioned that you may have a person or two willing to sit on this committee?

I sincerely appreciate your willingness to assist us. I look forward to hearing from you.

Courtney Caron
RLECWD Board President

1/28/2011
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Section 1

Introduction and Summary of Findings

1.1 BACKGROUND

The Rio Linda/Elverta Community Water District (RLECWD and/or District) is an independent
special water district that was formed in 1948 to serve the more densely developed areas within
the community of Rio Linda and was later expanded to serve the Elverta area. The District
currently serves treated water to approximately 4,458 customers, of which, approximately 96
percent are residential and 4 percent are non-residential customers.

The District is located north of the City of Sacramento in northwestern Sacramento County and
coincides with the Sacramento-Placer county line on its north side. The area within the District’s
boundary consists of approximately 11,415 acres (17.8 square miles). The District shares
boundaries with California American Water Company Franchise Area, California American
Water Company Antelope service area, Sacramento Suburban Water District’s North Highlands
service area, McClellan Air Force Base, the City of Sacramento, and Natomas Central Mutual

‘Water Company.

The District is currently under a state mandate (Compliance Order. 01-09-07-CO-004) issued by
the California Department of Public Health (CDPH) to bring the water supply volume up to state
standards and provide for adequate fire flows. The District is planning to move forward with a
$7.5 million capital improvement project for three wells, No. 15, 16, and 17. The funding of the
project will come from the CDPH Safe Drinking Water State Revolving Fund (SRF) program,
pending demonstration that the District has the ability to repay the loan over the 20 year term.
This study calculates water rate increases necessary to provide the ability to repay the loan and
provide continued operation and maintenance of the water system. If the District does not
increase rates, they will not qualify for the loan and will not be able to move forward with the
required well projects.

1.2 PURPOSE OF THE REPORT

The purpose of the repott is to provide an explanation and justification of the calculated water
rates for the District. Rates have been calculated for the fiscal years 2010-11 through 2015-16.
The rates have been calculated in accordance with the requirements of XIIID et. seq. of the
California Constitution, commonly known as Proposition 218, which mandates that the fee or
charge imposed is commensurate with the benefit received by those paying the fee.

January 2011 DRAFT ‘ Rio LindafElverta Community Water District
1-1 Water Rate Study



Section 1

introduction and Summary of Findings

1.3. SUMMARY OF FINDINGS

Current water rates are insufficient to fund the on-going expenses and the additional debt service
for the $7.5 million loan the District needs to fund the well improvements for water capacity and
reliability. On-going expenses include operations and maintenance costs, capital costs, and repair
and replacement of facilities or depreciation. Therefore, the District needs to raise its monthly
service charge (which is billed on a bi-monthly basis). Figure 1 summarizes the projected
revenues in comparison to projected expenditures. :

Figure 1

FY 10-11 Budgeted Revenues vs. Projected Expenditures

$2,500,000

$2,000,000

$1,500,000

$1,000,000

$500,000

$0

$3,000,000 -

Proj. Revenue Shortfall -<!/—

Other Revenues

Oper. & Maint.

Revenues

Expenditures

Table 1 shows the calculated water rates for 2010-11 through 2015-16.

Q 2010-11 Calculated Monthly Water Rate: The FY 10-11 monthly water rate as calculated
reflects the full debt service from the well capital project in addition to budgeted operation
and maintenance costs of the District. Other costs related to the project are also included,
such as additional O&M costs and the annual capital reserve as required by the CDPH.

Additional costs also include an operating reserve allowance of $150,000 annually that will
allow the District to build up an operating fund balance of approximately 4 months of
operating expenses over time. This will allow the District to maintain adequate cash flow in
times of unexpected expenses, major repairs, etc. The FY 10-11 expenses also include
approximately $233,000 for annual repair and replacement of facilities (based on FY2007-08
annual depreciation amount).

January 2010
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Section 1 Introduction and Summary of Findings

. Figure 2 shows the estimated dollar increments that comprise the calculated FY 10-11
} monthly water rate, including the Capital Surcharge.

Figure 2
FY 10-11 Calculated Monthly Base Water Rate and Cap. Surcharge

- $35.00

$30.00  Additional Needed for O&M .

$25.00 m Additional Needed for Repair &

Replacement

o Additional Needed for Capital &
Operating Resenes

o Additional Needed for New Debt
Senice

Existing Capital Surcharge ($/2-
Mo)

m Existing Water Rate {$/2-Mo)

$20.00

$15.00

'$10.00

$5.00

$0.00

Calc. 2010-11 Base Mo. Rate - 5/8" Meter

Q 2011-12 and Future Years Calculated Monthly Rate: Monthly water rates have also been
calculated for Fiscal Years 2011-12 through 2015-16. Projected rate increases for these years
largely correspond to annual cost or inflation adjustments. By allowing for cost or
inflationary adjustments over the 5 to 6 year time frame, it will allow the District to slowly
increase rates over time and avoid large rate adjustments in future years.

O Basis for Cost Allocation and Rate Calculation: The focus of the rate study analysis is to
~ allocate the expenses of the District to all customers in a manner that is equitable and reflects
the relative estimated impact each customer has on the water system. In doing so, this
ensures that the calculated rates are compliant with Proposition 218 requirements. Section 4
of this report discusses the rate methodology in greater detail.

1.4 ORGANIZATION OF THE REPORT

This report is divided into five sections. Following this introduction, Section 2 provides an
overview of the District’s water system and the current customer base. Section 3 details the
projected annual revenue requirements in a five-year financial plan, which serves as the basis for

Nz’
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Section 1 Introduction and Summary of Findings
the rate calculations. Section 4 provides the rate analysis and rate calculations for the District. _ )
Section 5 includes the findings and recommendations of the analysis.

Appendix A provides the budget detail for 2010-11. Appendix B includes additional supporting
documentation. ' .

January 2010 DRAFT Rio Linda/Elverta CWD
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Section 2

R

Water System and CuStomer Summary

This section provides a brief description of the District’s water system and an overview of the
District’s customer base and current billing structure. '

2.1 WATER SYSTEM INFRASTRUCTURE

Existing populaﬁon projections within the District were obtained from the Sacramento Area
Council of Governments (SACOG) 1999 Projections (adopted March 1999). The existing
population in the year 2000 was estimated at 16,300 and the year 2010 was estimated at 19,300.

- The District does not serve all current residents. The population currently served by the District is
cestimated at 13,386 and includes 4,458 active service connections. The remaining population

within the District is served by private individual wells.

The District relies on groundwater from under its service area as its primary source of water
supply. The District has installed 11 municipal wells between 1957 and 1993. Many of the wells
are over 20 years old. The newest well was constructed in 1993. Three wells (No. 24, 10, and 12)
currently have backup power, one well in each power grid. Nine wells currently have disinfection
treatment. The District maintains one emergency service intertie with Sacramento Suburban

- Water District (SSWD). The district has a single 100,000 gallon above ground storage tank to

help maintain pressures for a limited area around the tank. Additionally, the District currently
has three permanent backup generators throughout their system for emergencies. '

The District has a total of 11 municipal wells that if operable could potentially provide a total
sustainable pumping capacity of approximately 7,400 gallons per minute (gpm) (see Table 1).
However, since 1993 the District has lost a portion of its total capacity due to problems at three
wells. In 1999 the pumping capacity of Well No. 2A was diminished by sanding problems.
Then in 2006 Well No. 3 and Well No. 5 were removed from service because of arsenic levels
that exceeded the new lower Federal Standard for arsenic in public water systems. In 2007 the
District took steps to restore some of its lost pumping capacity by refurbishing Well No. 12,
which was determined to be under performing due to deposits build-up along the casing of the
well. In consideration of the changes between 1993 and 2007 to the District’s distribution
system, the current total sustainable pumping capacity is estimated to be 5,800 gpm. The total
sustainable pumping capacity is based on SMUD tests performed in 2003 and more recent pump
tests performed by the District in 2008.

During the summer of 2007 the District received complaints of low-pressure, especially within
the District’s service area east of Dry Creek (District Eastside). In response to these complaints
the District performed pressure readings during September 2007 and observed readings below 20
pounds per square inch (psi) - the minimum safe pressure mandated by CDPH - at selected
locations within the District Eastside. These low-pressure observations triggered CDPH to issue
its Order mandating the District resolve these low-pressure problems and ensure its pumping

January 2011 : DRAFT ‘ Rio Linda/Elverta CWD .
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Section 2 . Water System and Customer Summary

capacity meets CDPH minimum capacity requirements (Compliance Order 01-09-07-CO-004
issued November 19, 2007). '

In response to the compliance order 01-09-07-CO-004 Directive 6 the District submitted a study
titled “Evaluation of Source Capacity and Compliance Plan”. This plan proposed three new

-wells in the Rio Linda area to provide additional source capacity to the system. The new wells
were to be designated Well No. 14, 15 and 16. Based on water quality testing of Well No. 14
that site was determined to no longer be viable due to the arsenic levels. The District has decided
to move forward with three wells to be designated Well No. 15, 16 and 17. The District has been
issued an updated compliance order 01-09-09-CO-004 (issued December 28, 2009) which
updates the timeline and requirements for the District to come into compliance.

For more information please refer to the California Department of Public Health State Revolving
Fund Applicant Engmecrmg Report dated May 2010 prepared by Domenichelli & Associates.

2.2 CUSTOMER SUMMARY AND RATE STRUCTURE

The District’s current water rate structire includes a fixed charge and a commodity rate per

hundred cubic feet. While the fixed charge is charged to each water meter and varies with meter

size, the commodity rate is applied to a customer’s water usage. The current District bi-monthly
~ water rates for various meter sizes are shown in Table 2.

A typical single famlly user has a 5/8 inch meter and pays a base fixed charge of $14.50 per unit
per month. In addition there is a $9. 50/month capital program surcharge that is intended to fund
the existing loan and repair and replacement of capital facilities. There is also a flow charge for
any water use above 600 cubic feet bi-monthly. There are three tlers and the amount of water in
each tier varies by meter size as shown in Table 2.

Customers with greater water demands need larger meters. Larger meters are more expensive to
maintain and replace and so are typically charged a higher monthly serv1cc charge, as is the case
with the District.

There are additional charges for standby fire flow and backflow prevention. These charges are
shown in Table 2. This study/analysis does not calculate revised rates for those charges.

December 2009 DRAFT Foresthili Public Utilities District
FHIL09-001 2-2 ' Water Rate Study
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Section 2

Water System and Customer Summary

Table 3 shows the summary of water use for the twelve month period between October 2009 and

September 2010. Table 4 shows the number-of accounts by the various meter sizes. The majority
of customers have a 5/8” meter.

. Table 3
Water Use for Oct. 2009 thru Sep. 2010

Water Use - Cubic Feet

Meter Size Residential Apartment Commercial Landscape Institutional  Industrial Total
5/8" 68,882,648 1,053,300 . 154,100 70,090,048
3/4" 969,400 58,000 9,600 29,100 1,066,100
™ 20,087,800 637,500 1,345,200 . 478,900 655,100 43,900 .= 23,248,400
1-1/2" 248,000 119,500 166,000 168,900 " 702,400
2" 138,000 1,566,000 260,000 1,195,300 3,159,300
3" 182,200 772,600 . 670,200 302,300 1,927,300
4" 3,405,400 - 3,405,400
Total 90,508,048 ' 1,410,100 4,142,000 914,500 6,278,100 346,200 103,598,948
Table 4
Customers/Accounts by Meter Size
Meter Size Residential Apartment Commercial Landscape Institutional  Industrial Tofal
5/8" 3,615 60 5 3,680
3/4" 24 1 1 26
1" 625 9 38 7 14 2 695
1-1/2" 13 3 3 3 22
2" 2 11 .2 7 22
3" 3 1 3 2 9
4" 4 4
Total 4,279 12 114 S 12 37 4 4,458
Noe:
Customer count as of November 2010,
January 2011 DRAFT Rio Linda/Elverta CWD
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S_ection 3

Revenue Requirements and Financial Plan

A review of the District’s revenue requirements is a key first step in the rate analysis process.
The review involves an analysis of current and historical operating revenues and expenses. This
section of the report also provides a discussion of projected revenues and expenses.

3.1 HISTORICAL REVENUE AND EXPENSES

Table 5 provides a summary of the District’s historical and budgeted revenues and expenses.
Operating revenues include water salés, installation fees, account service charges and other
miscellaneous revenues. Non-operating revenues include capital surcharge revenue, property tax -
revenue and interest income. On average, the District’s revenues have increased by o
approximately 1.5 percent over the past four years largely as a result of the addition of the capital
surcharge revenue. ' '

Operating expenses include operation and maintenance (O&M) costs and depreciation. Non-
operating expenses include the debt service on the current loan.

3.2 PROJE‘CTED EXPENSES

The projected annual revenue requirements and corresponding rate calculations are directly
related to the projected expenses of the District. Table 6 shows the projected expenses for fiscal
years 2010-11 through 2015-16. The cost adjustment factors are standardized at 3% for all
expenses, excluding the personnel services, which are assumed to increase at 5% per year. In
general, cost adjustment factors vary by public agency but do tend to fall in the range of 2.5 to
7.0 percent based on G Aronow Consulting’s experience with other utility rate studies.

The projected expenses are broken out into two categories:

O Existing Expenses: The existing expenses are based on the FY 10-11 budget. The FY 10-11
budget is summarized in Table 6 and a more detailed budget is included in Appendix A. The
existing expenses were budgeted at $1.75 million.

January 2011 : DRAFT Rio Linda/Eiverta CWD
341 Water Rate-Study



Section 3

Revenue Requirements and Financial Plan

Table 5
Comparison of Historical and Budgeted Revenues and Expenses
— Fiscal Year Ended June 30
Actuals [1] Estimated [2) Budgeted % Change
2007 2008, 2009 " 2010[3) 2011 2007-2011
Operating Revenue
Water Sales $1,529,039 $1,540,790 $1,658,705 $1,538,000 $1,570,000 0.66%
installation Fees ) $53,214 $17,010 $1,785 $1,300 $2,500 (53.44%)
Account Service Charges $82,128 $85,954 $113,507 $102,500 $105,500 6.46%
Miscellaneous $52,452 $28,357 $818 $1,000 $5,000 (44.43%)
Total Operating Reveneus $1,716,833 $1,672,111 $1,674,815 $1,642,800 $1,683,000 (0.50%)
Non-Operating Revenue
Capital Program Surcharge $469,200
Interest $94,811 $59,114 $7,549 $7,000 $1,000 (67.95%)
Property Taxes $78,360 $82,376 $80,447 $40,000 $40,000 (15.47%)
Development Fees $180,935 $160,605 $0 $0 $0 (100.00%)
Rental Income.[4} $46,363 $48,675 $49,627 -$48,000 $48,000 . 0.87%
Miscellaneous $2,274 $3,000 $5,000
. Total Non-Operating Revenues $400,469 $350,770 -$137,623 $96,000 $558,200 8.66%
Total Revenues $2,117,302 $2,022,881 $1,814,712 $1,740,800 $2,246,200 1.49%
- Operating Expenses i )
Personnel Services $865,735 $923,311 $982,034 $772,806 $735,800 (3.98%)
Professional Services $112,918 $64,418
Contractual Services $231,787 $112,855 $162,986 $144,236 $92,100 (20.61%)
Field Operations
Transmission and Distribution $77,869 $371,803 $141,284 $91,375 $160,000 19.73%
Treatment $15,424 $10,497 $11,254 $10,500 $34,000 21.85%
Pumping $182,582 $208,528 $170,040 $183,700 $235,500 6.57%
Transportation $19,133 $27,990 $16,613 $13,500 $11,000 (12.92%)
Small Tools and Shop Supplies. $6,128 $14,414 $2,865 $3,000 $4,300 (8.48%)
Depreciation and Amoritization $292,858 $233,483 (100.00%)
Administrative Expenses $105,769 $134,006 $167,577 $172,265 $156,675 10.32%
Fixed Asset Field . $553 $30,000 $60,000
Total Operating Expenses $1,910,203 $2,101,305 $1,655,306 $1,421,382 $1,489,475 (6.03%)
Non-Operating Expenses
Debt Service $125,041 $247,000 $241,538 $243,763 $243,763
Non-Operating Expenses $6,851 $0 $1,000
Building & Site Improvements $6,400
Reserve Fund $11,462
Total Non-Operating Expenses $125,041 $247,000 $248,389 $243,763 $262,625 20.38%
Total Expenses $2,035,244 $2,348,305 $1,903,695 $1,665,145 $1,752,100 (3.68%)
Net Revenue/(Loss) $82,058 ($325,424) {$88,983) $75,655 $494,100
[1] Audited
[2] Unaudited, estimated per Karen Bartholomew.
[3] Per Karen Bartholomew.
[4] Net of expenses for FY2006-07 and FY2007-08.
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Table 6
Projected Expenses ,
2010-11 CostAd]; Factors ~Projected
Budget 10/11  ARer 10/11 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16

Existing Expenses
Operating Expenses . N

Salaries & Benefits $589,400 - 0% 5.0% $580,400 $618,870 $649,814 $682,304 $716,419 $752,240

Officers Fees & Professional Services $146,500 0% 3.0% $250,000 $257,500 $265,225 $273,182 $281,377 $280,819

Contractual Services Agreements $92,100 0% 3.0% $92,100 $94,863 $97,709  $100,640 $103,659 $106,769

Field Operations $526,850 0% 3.0% $526,850 $542,656 $558,935 . §$575,703 $592,974 $610,764
. Office Operation Expense $134,625 0%  3.0% $134,625 $138,664 $142,824  $147,108 $151,522 $156,067

Subtotal Operating Expenses $1,489,475 $1,592,975  $1,652,562 $1,714,506 $1,778,938 $1,845,952 $1,915,659
Non-Operating Expenses ’

Non-Operating Expenses $1,000 0% 0% $1,000 $1,000 $1,000 $1,000 $1,000 $1,000

Building & Site Improvements $6,400 0% 0% $6,400 $6,400 $6,400 $6,400 $6,400 $6.400
. General Reserve $11,462 *“**included in Operating Reserve**

Existing Debt Service $243,763 $243,763  $243,763  $243,763 $243,763  $243,763  $243,763

Subtotal Non-Op Expense .$262,626 $251,183  $251,163  $251,963  $251,163  $251,163  $251,163
Subtotal Existing Expenses $1,762,100 $1,844,138 $1,903,715 $1,965,669 $2,030,101 $2,097,116 $2,166,822
Projected New Expenses .
New Debt Service [2] . $0 0% 0% $482,000 $482,000 $482,000 $482,000 $482,000 $482,000
Additional O&M for New Project [1] 50 $55,200 $55,200 $67,100 $58,800 $60,682  -§62,502
New Project Capital Reserve Fund $0 0% 0% $24,096 $24,096 $24,096 $24,096 $24,096 $24,006

" Subtotal - $661,296  $561,296  $563,196  $564,896  $566,778  $568,598
Repair and Replacement/Depreciation [3] ) $0 0% 3% $233463 $233.483 $240487 $247,702 $255,133  $262,787
Operating Reserve . $0 0% 0% $150,000 $150,000 $150,000 $150,000 $150,000 $150,000
Subtotal Projected New Expenses $0 $944,779  $944,779  $953,683  $962,598  $971,911  $981,385
Total Expenses $1,752,100 . $2,788,917 $2,848,494 $2,919,353 $2,992,693 $3,069,026 $3,148,205'
Percent Increase - '59.2% 2.1% 2.5% 2.5% 2.6% 2.6%

'pm;Lcosts'

[1] From 5-Year Budget Projection (Small Community Water System) prepared by William M. Cardenas 7/9/2010, see Appendix B.
[2] See CDPH Notice of Acceptance of Application (NOAA), included in Appendix B.

[3] The amount of Repair and Replacement shown is based on the Simplified Capital improvement Plan (CIP) prepared by
William M. Cardenas 7/9/10, see Appendix B.

Q New or Additional Expenses: The projected expenses also include additional costs
anticipated by the District. They are as follows:

o New Project Debt Service: This includes the estimated debt service to fund the
Well No. 15, 16, and 17 capital improvement project. The project is needed to
improve the District’s water supply volume so that it will comply with State
permit requirements and to imptove fire flow reliability. The estimated project
cost is $7.5 million. The CDPH has agreed to finance the project at very

favorable terms through the Safe Drinking SRF program. The estimated debt
service for this loan, which would be repaid over 20 years, is estimated at
$482,000 annually by CDPH. See Appendix B for the NOAA letter from the
CDPH discussing the terms of the loan.

o Additional O&M for the Well Project: The Well Improvement project will create
three new wells the District will need to operate and maintain. The estimated
annual cost for the new O&M is approximately $55,200. This estimated cost was
taken from the “Five Year Budget Projection” prepared y William M. Cardenas
and dated July, 9, 2010 and is included in Appendix B.
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o Additional O&M for Professional Services: The FY 10-11 budget projection

reflects approximately $103,000 in additional costs. The District’s mid-year
budget projection reflected $227,750 in estimated expenses for this category.

-Therefore, this budget line item was revised upward to $250,000.

New Project Capital Reserve: The expenses also include the new project capital
reserve of $24,096 as required by the CDPH. The District will need to set this
money aside annually for 10 years. This reserve will need to be retained through
the 20-year loan period. See the NOAA included in Appendix B.

- Repair & Replacement/Depréciation: -Funding for repair and replacement of

capital facilities is an important part of the overall financial health of the District.
Monies set-aside for annual depreciation are intended to be used for capital
facility repair and replacement, so they are treated as one and the same for
purposes of this analysis. In the “Simplified Capital Improvement Plan” prepared
by William M. Cardenas dated July 9, 2010, there was an estimated $4.4 million
in existing capital improvements that will need to be repaired or replaced over
time (see Appendix B). Based on the average useful life of the facilities, it was
estimated that the District should set aside approximately $159,024 annually.
Note: This was based on the installed cost of the facilities and not the expected
cost of the facilities when the District goes to repair or replace these facilities in
the future. : '

The repair and replacement of the new Well Project would add another $332,000

that should be set aside annually over the next 25 years.

For purposes of this analysis, the assumed repair and replacement expense was
set to correspond to estimated depreciation of $233,483 pef the FY 2007-08
Audited Financial Statement. This amount is escalated annually by 3% after
Fiscal Year 2011-12.

Operating Reserve: The projected expenses also include a more significant
allocation of funds to operating reserve. The operating reserve (which will be
reflected by net revenues) will allow the District to generate sufficient debt
service coverage (at least 1.2 times) to meet the terms required by CDPH for the
loan as well as build-up an operating reserve over time. The operating fund
reserve will allow the District to better manage cash flow requirements and
provide funding for unexpected expenses, such as unexpected major repair of
facilities. '

3.3 PROJECTED REVENUE REQUIREMENT

Table 7 shows the projected revenue requirement from water sales for the same fiscal years as the
projected expenses. The revenue requirement adjusts projected expenses for other non-water
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sales related revenues (other revenue sources), such as the Capital Program Surcharge. The

annual revenue requirement in FY 2010-11 is approximately $2.04 million and is projected to
increase to $2.40 million by FY 2015-16.

Table 7
Revenue Requirement Allocated to Water Sales

CTosls Allocated to Water sales (User Charges) for Fiscal Years: -

2010-11 201112 2012-13 2013-14 2014-15 - 2015-16
Revenue Requirements
Existing Expenses
O&M Expense A $1,692,975  $1,652,552 $1,714,506 $1,776,938  $1,845952  $1,915,659
Non-Operating Expense B . ’ $251,163 $251,163 $251,163 $251,163 $251,163 '$251,163
Projected New Expenses ) ]
New Debt Service $482,000 $482,000 $482,000 $482,000 $482,000 $482,000
Additional O&M for New Project $55,200 $65.200 $57,100 $58,800 $60,682 $62,502
Repair and Replacement/Depreciation c $233,483 $233,483 $240,487 $247,702 $255,133 $262,787
Operating Reserve D $150,000 $150,000 $150,000 $150,000 $150,000 $150,000
New Project Capital Reserve Fund E $24,096 $24,096 $24,096 $24,096 - $24,008 .$24,008
Subtqtal ’ $2,788,917 $2,848,494 $2,919,353 $2,092,699  $3,069,026 $3,148,207
Less Revenues Met from Other Sources ' .
Surcharge Capital Program {1) ($508,212)  ($508,212) ($508,212) ($508,212)  ($508,212) (3508,212)
Other Water Service Charges ($34,000) ($34,000) ($34,000) ($34,000) ($34,000) ($34,000)
Account Service Charges ($105,500)  ($105,500) ($105,500) ($105,500)  ($105,500) ($105,500)
Water Service Fees ($2,500) ($2,500) ($2,500) ($2,500) ($2,500) ($2,500)
Misc. Revenues ($5,000) ($5.000) {$5,000) ($5,000) ($5,000) ($5,000)
Non-Operating Revenues ($94,000) ($94,000) ($94,000) ($94,000) {$94,000) ($94,000)
Subtotal F ($748,212)  ($748,212) ($748,212) ($749,212)  ($749,212) {$749,212)
Rev, Req. Allocated to Water Sales GA+B+C+DVE+F $2,039,705  $2,098,282 $2,170,141 $2,243,487  $2,319,814  $2,398,995
Percent Increase 2.9%

3.4% 3.4% 3.4% 3.4%

[1] Assumes $19 times 4,458 accounts, times 6 billing periods.

3.4 FIVE-YEAR FINANCIAL PLAN

Table 8 shows the five-year financial plan assuming a rate increase in 2010-11. It is assumed
that if revised rates are adopted for 2010-11 they most likely would not go into effect before
March 2011. Therefore, the net revenues are projected to be negative in 2010-11 as shown in

Table 8, since there won’t be a full year of revenue collection of the revised rates. By FY 2011-
12 net revenues are projected to be positive.

The existing revenue from water sales (per the FY2010-11 budget) is shown and then the
additional revenue required (based on Table 7) that is needed for each subsequent fiscal year. Or,
in other words, for fiscal years 2011-12 through 2015-16 the Total Revenues from Rates
corresponds to the Revenue Requirement Allocated to Water Sales in Table 7.

Annual net revenues for FY 2011-12 through 2015-16 are projected at $150,000. These funds
will allow the District to build-up an operating fund balance over time. The operating fund

balance projected in FY 2015-16 is $619,151, representing approximately 3.9 months of
operating expenses.
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Table 8
Operating Financial Plan
Budgeted infiation Assump, Frojected
2010-11 10/11  Afer 11/12  2010-11 201112 2012-13 2073-14 - 201415 2015-16
Revenues
Current Water Sales $1,536,000 $1,536,000 $1,536,000 $1,536,000 $1,536,000 $1,536,000 $1,536,000
Additional Revenue Required: . ’
Year Effective Months
2010-11 4 $167,902  $503,705 $503,705  $503,705 $503,705 $503,705
201112 12 $59,577 . $59,577 $59,577 $59,577 $59,577
201213 : 12 © $70,858 $70,858 $70,858 $70,858
201314 12 $73,346 $73,346 $73,346
2014-15 12 ) $76,327 $76,327
2015-16 12 : i $79,181
Total Revenues from Rates $1,703,0902 $2,099,282 $2,170,441 $2,243487 $2,319,814 $2,398,995
Other Revenues :
Backflow Charge $26,000 $26,000 $26,000 $26,000 $26,000 $26,000 $26,000
Fire Protection/Hydrant Meter $8,000 $8,000 $8,000 $8,000 $8,000 . $8,000 $8,000
Account Service Charges $105,500 $105,500  $105,500 $105,500 $105,500 . $105,500 $105,500
Other Water Service Fees $2,500 $2,500 - $2,500 - $2,500 $2,500 $2,500 . $2,500
Misc Revenues : $5,000 $5,000 $5,000 $5,000 $5,000 $5,000 $5,000
Non-Operating Revenues $94,000 $84,000 $94,000 $94,000 $94,000 $94,000 $94,000
Subtotal Other Revenues $241,000 $241,000  $241,000 $241,000 $241,000 $241,000 - $241,000
Sut I F before Surcharg $1,777,000 $1,944,902 $2,340,282 $2,411,141 $2,484,487 $2,560,814 $2,639,995
Surcharge Capital Program © $469,200 $508,212  $508,212 $508,212 $508,212 $508,212 $508,212
Total Revenues : $2,246,200 $2,453,114 $2,848,494 $2,919,353 $2,992,699 $3,069,026  $3,148,207
Existing Expenses
Operating Expenses
. Salaries & Benefits . $589,400 0% 50% $589,400  $618,870 $649,814  $682,304 $716,419 $752,240
Officers Fees & Professional Services $146,500 0% 3.0% $250,000  $257,500 $265,225  .$273,182 $281,377 $289,819
Contractual Services Agreements . $92,100 0% 3.0% $92,100 $94,863 $97,709 $100,640 $103,659 $106,769
Field Operations $526,850 0% 3.0% $526,850  $542,656 $568,935 $575,703 $592,974 $610,764
Office Operation Expense : $134,625 0% 3.0% $134625  $138,664 $142,824 $147,108 $151,522 $156,087
Subtotal Operating Expenses $1,489,475 $1,592,975 $1,652,5662 $1,714,506 $1,778,938  $1,845,852 $1,915,659
Non-Operating Expenses . S
Non-Operating Expenses $1,000 0% 0% $1,000 $1,000 $1,000 $1,000 $1,000 $1,000
Building & Site Improvements $6,400 0% 0% $6,400 $6,400 * $6,400 $6,400 $6,400 $6,400
General Reserve $11,462 ~included in net revenue™**
Existing Debt Service $243,763 0% 0%  $243763 $243,763 $243,763 $243,763 $243,763 $243,763
- Subtotal Non-Op Expense $262,625 $251,163 3251.1_63 $261,163 $251,163 $251,163 $251,163
Subtotal Existing Expenses $1,752,100 $1,844,138 $1,903,715 $1,965,669 32,030,161 $2,097,118  $2,166,822
Projected New Expenses ’ .
New Debt Service [1) . $0 $482,000  $482,000 $482,000 $482,000 $482,000 $482,000
Additional O&M for New Project . $0 . $55200 . $55,200 $57,100 $58,800 $60,682 $62,502
New Project Capital Reserve [1] $24,086 $24,096 $24,006 . $24,006 $24,008 $24,086
Capital Repair and Replacement/Depreciation [2] $0 0% 3%  $233,483  $233,483 $240,487 $247,702 $255,133 $262,787
"Subtotal New Expenses . . $794,779  $794,779 $803,683 $812,598 . $821,911 $831,385
Total Expenses $1,762,100 - $2,638,917 $2,698,494 $2,769,353 $2,842,699 $2,919,026 $2,998,207
Net Revenues $494,100 ($185,803)  $150,000 $159,000 $150,000 $150,000 $150,000
Net Rev. Before D/S and Depreciation $494,100 8797,539 $1,133,342 $1,140,346  $1,147,561 ' §1,154,992 §1,162,646
Debt Service Coverage ) L 110 1.56 1.57 1.58 1.59 1.60
5geraﬂng Fund ]
Beginning Balance [3] . $54,954 $54,954  ($130,849) $19,151 $169,151 5315,151 $469,151
Net Revenues © $494,100 : ($185,803)  $150,000 $150,000 $150,000 $150,000 $150,000
Ending Balance $549,054 . ($130,849)  $19,151 $169,151 $319,151 $469,151 $619,151
Target Ending Balance [4] ‘ " $496,492 ) §796,488  $826,276 . $857,253 $889,469 $922,976 $957,829 -
[1} Perthe November 20, 2010 NOAA letter from the Ca. Depariment of Public Health, ses Appendix B.
[2] Amount shown reflects FY2007-08 depreciation. ) ’
[3) Beginning balance for 201011 (June 30, 2010) is per Karen Bartholomew and is un-audited.
[4) Target ending balance represents € months of operating expenses.
January 2011 DRAFT Rio Linda/Eiverta CWD

36 Water Rate Study



\W"

N

Section.3 ' Revenue Requirements and Financial Plan

3.5 FIVE-YEAR CIP CASH FLOW PROJECTION

Table 9 shows the cash flow projection for the capital improvement fund. This cash flow
projection shows a transfer in of the annual Repair and Replacement/Depreciation expense
included in the projected expenses and as shown in Table 8 above. Expenses include the
estimated annual repair and replacement charges as estimated in the “Simplified Capital
Improvement Plan” included in Appendix B. In actuality these expenses will most likely vary on
a year by year basis. After accounting for these expenses, it is estimated that the CIP fund would
have approximately $480,700 as an ending balance in FY 2015-16. The actual ending balance
will ultimately depend on the actual capital expenses incurred each fiscal year.

_ " Table 9
CIP Cash Flow Projection

Projected
2010-11 201112 2012-13  2013-14 2014-15 2015-16

Beginning Balance [1] $33,946 $108,406 $182,866 $257,326 $331,786 $406,246

Revenues .

Transfer In - Rep. & Rep./Depreciation $233,483 $233,483 $233,483 $233,483 $233,483 $233,483
Subtotal Revenues $233,483 $233,483 $233,483 $233,483 $233,483 $233,483
Expenses . . -

Estimated Annual Repair & Replacement [2] $159,023 $159,023 $159,023 $159,023 $159,023 $159,023
Other $0 $0 $0 $0 $0 $0
Subtotal Expenses $159,023 $159,023 $159,023 $159,023 $159,023 $159,023

Ending Balance $108,406 $182,866 $257,326 $331,786 $406,246 $480,706

[1] Beginning balance for 2010-11 (June 30, 2010) is per Karen Bartholomew and is un-audited.
[2] See "Simplified Capital Improvement Plan (CIP)" dated 7/1/2010 and included in Appendix B.
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Water Rate Analysis

This section of the report describes the development of water rate calculations for the District.
The District’s user classifications as described in Section 2 of this report and the revenue
requirements reviewed and finalized through the operating cash flow analysis discussed in
Section 3 of the report provide the basis for performing the cost of service analysis and rate
calculations. ' ’

4.1 COST OF SERVICE ANALYSIS

Cost allocation is the method by which the annual water rate revenue requirement is recovered
from each customer class based on the cost of providing water service. The total revenue
requirements, net of revenue credits from other sources, shown in Table 7, is by definition the

cost of providing service. These costs must then be allocated to each customer class.

G Aronow Consuiting has allocated costs (the revenue requirement to be recovered through water
rates) into three cost categories as follows:

= Customer Costs (fixed). These costs generally include meter reading, billing, and
customer service and are considered fixed costs that tend to vary with number of
. customers served. Customer costs are allocated to customers based on the number of
accounts. '

. = Capacity Costs (fixed). Capacity costs are also considered fixed costs, but rather than
vary based on the number of customers, tend to vary based on the capacity of the water
system. Customers that place greater demand on the water system should pay a
proportionally higher cost of service. In general, the demand that each customer could
potentially place on the water system is reflected by the size and hydraulic capacity of
the water meter. Capacity costs include costs associated with the water system’s
capacity including fixed water system O&M and repair and replacement. These costs
are allocated to customers based on the number of equivalent meters, determined by the
relative hydraulic capacity of the meter size relative to a 5/8” meter. For this analysis,
the Districts existing billing rate structure, with some assumptions, was used as the
basis for determining the equivalent meter capacity factors as shown in Table 10.

= Commodity Costs (variable). Commodity costs are costs that are assumed to vary
with the amount of actual water consumption. Based on the District’s cost categories it
would appear that the pumping and treatment costs would fall into the Commodity cost
group. However, not all costs in the treatment category are likely variable and for
purposes of this analysis, these cost categories were split between the Capacity and
Commodity group by 60 percent and 40 percent, respectively. This means that it is
assumed that approximately 40 percent of the costs are variable in these cost categories.
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In addition a portion of the Salaries and Benefits cost was also allocated to the
Commodity Group for purposes of this analysis.

“Table 10
Equivalent Meter Capacity Factors

Meter Existing Mo. Assumed Allocation to [1]; Equivalent Cap.

Size Base Rate =~ Customer Capacity Meter Ratio
5/8" $14.50 $8.56 $5.95 1.00
3/4" -$17.40 $8.56 $8.85 1.49
1 $26.10 = $8.56 $17.55 2.95
1-1/2" $50.75 -$8.56 $42.20 7.10
2" $81.20 . $8.56 $72.65 12.22
3" $152.25 $8.56 $143.70 24.17
4" $253.75 $8.56 $245.20 41.24
" [1] Assumes the foliowing: 50% Customer

41% Capacity

Appendix A shows how each line item of the District’s FY 2010-11 budget was allocated to each
of these three categories. Overall it is estimated that the fixed charges (customer and capacity)
equating to approximately 73 percent of costs and the variable (commodity) charges equate to
approximately 27 percent of costs. :

Table 11 shows the revenue requirement and the allocation of costs to each of the cost categories.

_ Table 11
Cost Allocation Categories

Costs Allocated to Water Sales (User Charges) for Fiscal Years: }

201011 201912~ 201218 201314 ____2014-15_____2015-16
Revenue Requirement
Allocated to Water Sales A (From Table 7) $2,039,705 $2,099,282 $2,170,141 $2,243,487  $2,319,814 $2,398,995
Allocation of Costs to: .
Customer 36% [1} $740,825 $762,463 $788,199 $814,839 $842,561 $871,319
Capacity - : 37% [1) $753,826 $775844 $802,032 $829,139 $857,347 $886,611

Commobdity 27% [1] $545,054 $560,976 - §579,910 $599,508 $619,908 . $641,065

Notes:
[1] See Appendix A.

Once the overall annual revenue requirement is allocated to the three cost categories, the water
rates can be calculated. Table 12 shows each of the Customer, Capacity and Commodity
components of the revenue requirement and the corresponding rate calculation.

The Customer cost is divided by the total number of accounts to determine the monthly user rates
for the Customer category. The rate is therefore uniform across the meter categories, reflecting
the equal distribution among customer accounts for these services.

January 2011 DRAFT Rio Linda/Elverta CWD
. 4.2 Water Rate Study



Apmg sje Jojem
QMO BUBAZ/epUT OFY .

£ _ ,
14vda 1107 Menuep

‘bl 8|qel 83g [¢] .
m_. a|qe ] 993 "Jousig 8y Aq papiaoid ejep Jejew Jsjem uo paseq [g]
"ozis JojowW Jod sojel Moy piepuels uo psseg [z}
‘L1 8jqeL 89s [1]

:SBJON
Joysad gg04 spysad ggto$ . 86’1 gl
Joy sad 02'0$ oysed ggr0$ 9zl A 21l
Joysad 9G0$ Joyred. pg0$ . 00°L | 811

G/6'09G$

oney
198} 21qND  861'8EE 001 [¥] moj4 paubiopn
1934 21n0  00Z'PES' L8 [e] uoneooyy aseg Joao mo|4 1S3
J99 0IgNO  8¥6°865°C0L asq jenuuy [2}0 L

VS0'SrSs [L] (aiqeuep) uonesoly 3509 Aipowwo)

b_voEEoo

Aypoutod

. 12°L.5'9 86y |ejol
19°6L¥$ 2isov$ radks 9l'l0v$ 2Z6'€6ES G8eL$ AR 86'¥9l 14 4
§8°162$ 09°2€2% 1A 4R o0L'vbz$ G8°0€2$ Ge'cL$ PR A ¥S'LLe 6 w€
Levels Tl ogls 7 4K 96'0eL$  LL9LL$ g8'€L$ r4A4} £€9'892 44 : uC
20v8$ 11'69% SZyL$ 9184 6.°29% 6gels o2 G1'9GL 44 Wil
A% 23 L0'62% GZhL$ vo'zvs 6182 G8elL$ G6°C 01°160'2 G669 ul
88°82$ rAc R 4K sZ'vis 90°82$ g 455 G8'¢cl$ 6¥'L 89°g¢ oc JPIe
80°v2Z$ €8°6% G ris ovezs S5'6$ Ge'cl$ 00'L 00°089'¢ 089'c «8/G
Pp8'6LLS  £9¥'COls 928'eS/$ Gz8'0v.LS [1] (paxi4) uoneoojly 3s09 Ayoede) pue Jowoysny
jejoy. Ayoeden J8uwoisn) €101 Aoeden Jawojsny [2] 101084 SH "AInb3 SISPNY/SIo0Y
Z1-110Z 110102 Ayoeden J0 JaquinN 40 JoquinN
mom._m:o b__uoEEoo pue ‘Aoedes “Jaulo)sn Jo uonensied
¢l 9iqel

¥ uooag

sisAiely ajex Jojlem _ , I
ﬂﬁ/ .ﬂ N N



SR O N e ~

) //\\‘
Aprig ajey Jerem : . i o _ : :
QMO BHBA3/EpUIT O 14vda ] . 110z lenuep
#£40d 10718 - pysed g60$ Pysed 608 Pyed 16°0%
Joypsad 09 08 Joysed 9708 ysed 6104 spysed ¢r170%
pysed pg'o$ . #£yded 790§ Py1ed 09°0$ #udied gg 0§
G90°L 9% 906'619% 606'665$ 016'646%
Apowwod Apowiuwio - o Ay owwoy i b_voffoo

(el
65'6.¥$  0£'€OV$ 62°91$ oLcovs  LOSYPS GLGL$ og'syvs LTEEVS  €TSLS ygeers LLBLPS  ELVLS b4
08282 261LZ$ 62914 0£'8L2$ 552928 G168 §1°692¢ 26'€SZ$ €TSS 6e'092¢ 1L9S¥Z$  €Lv1$ w€
SG'ESLs | LZl€18 62'9L$ sp'evLs €LZELS GLGL$ 09'tyl$. L£'82L$  €TGIS 0698L$ LL¥2I$  ELviS 4
20968  €26.6 = 6298 58'z6$  OLLL$ 52°61$ 6,688  9SP/$ £Z'51L$ 0g'98s 2128 eLvLS w2/l
vrevs  SLEEs 62'9L$ Le'Lv$  90°2e$ 6L'61$ czobs  00°L€$ £Z'61$ ZLUvv$ - 66623 eLyLS ub
ooges  LLoLs 629L$ 16°1e$  91°9L$ S2'61$ 9g'0c$  €9'GI$ AR sg'628  2L'GLS$ eLYLS YIE
zeLTs €TLLS 62°9L$ 197928  98°0L$ GL'61$ vi'szs  LSOLS €618 06'vz¢  9L0LS eLrLe 8IS

119'088$ 61€'128% T lpbe'is8 195'2ves 6cl'628$  6£8'7L8S 2€0'208¢  661'88.%
jejol . Aoeden lswojsny 210l Aoeded Jawioisn) jelol Ajjoeden  Jawioisn) [elo ) Ajoedes  iswoysh)
91-5102 S1-bL0Z L-€L0Z £1-2102
(panupuos) sabireys Aypowio) pue ‘Aioede) ‘Iawoisnd jo uogenojed
_ Ll Slqel _
{7 UORORS

sisA[euy ajey J9)em




Section 4

The Capacity charges are determined by computing the rate for one equivalent dwelling unit
(EDU), which in this case is assumed to be a 5/8” meter. The Capacity cost is divided by the
total number of equivalent meters. For FY 2010-11, the Capacity rate per EDU is $9.55. This
Capacity charge is then multiplied by the Capacity Factor for each meter size.

The Commodity charges are computed on a per hundred cubic foot basis and reflect the flow
charges based on use for each billing period. The Commodity charge is determined by dividing
the allocated cost by the weighted value of the estimated water sold above the base usage. Table
13 shows the total water usage, the billed water usage, and the distribution of the billed water
usage by tiers. Table 14 shows the calculation of the weighted value of the estimated water sold
above the base usage. To determine the commodity charge for the Tier 1 group, the allocated
cost is divided by the weighted billed water use. The Tier 2 and Tier 3 groups are determined by
multiplying the Tier 1 charge by the Tier ratio, which is based on the existing billing structure.

' Table 13 :
Total and Billed Water Use, Including Tiers — Oct. 2009-Sep. 2010
Total : Total Usage Base
. Usage Billed - Usage Tier 1 Tier 2 Tier 3
11/20/2009 16,127,111 13,769,200 2,357,911 . " 8,358,800 . 5,328,100 82,300
1/20/2010 8,523,919 6,059,700 2,464,219 4,723,900 1,335,800 -
3/20/2010 8,454,500 5,175,200 3,279,300 3,858,700 1,300,200 16,300
5/20/2010 © 9,093,300 7,490,200 2,502,400 4,511,200 1,849,300 -
7/20/2010 27,722,700 25,116,700 2,606,000 10,753,600 13,694,100 669,000
© 9/20/2010 - '32,837,800 30,222,500 2,615,300 11,088,100 17,622,900 1,511,500
Total 103,659,330 87,834,200 - 15,825,130 43,294,300 41,130,400 2,279,100
Percent of Total Usage 85% 15%
Percent of Total Tiered Usage 49% 47% 3%
.Source: RLECWD
Table 14

Calculated Weighted Billed Water Use

Weighting Weighted Billed

Distribution Ratio [1] Factor Water Use
See Table 11 : cubic feet .
Est. Flow over Base Allocation ' ‘ ' 87,834,200
Tier 1 49% 1.00 0.493 43,294,300
Tier 2 47% 1.26 - 0.588 - 51,652,130
Tier 3 4% 1.58 0.061 5,391,767
Total 100% 100,338,198

[1] Based on existing tiered billing rate structure.

January 2011 DRAFT Rio Linda/Elverta CWD
FHIL0S-001 45 Water Rate Study



Seéﬁon 4

The Customer and Capacity charge combined comprise the fixed base charge per month. The oy
Commodity charge represents the flow charge per hundred cubic feet above the base allocations >
for the bi-monthly billing period. '

January 2011 DRAFT Rio Linda/Elverta CWD
48 Water Rate Study



Section 5

Findings and Recommendations

Through this rate analysis it was determined that current water rates are insufficient to fund the

‘on-going expenses and the additional debt service that will be required to pay for the Well No.

15, 16, 17 capital project. The well project is necessary to address state mandates to improve the A

. water quality of the District and to provide for adequate fire flows.

In addition, the District will greatly benefit from additional operating reserves and monies to be
set aside for repair and replacement of capital facilities.

Therefore, it is recommended that the District increase water rate user charges to provide
adequate revenues in the future. The recommended rates are shown in Table 1-1 and are
projected through fiscal year 2015-16.

January 2011 DRAFT Rio LindalElverta CWD
5-1 Water Rate Study
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Appendix A

2010-11 Adopted Budget Detail and Cost Allocation

Cost Allocation

Adopted Budget Fixed Variable
2010-11 Customer Capacity Commodity
Revenues
Surcharge Capital Program $469,200.00
Operating Revenues
Water Service Rates
Basic Service Charge $946,000.00
Usage Charge $590,000.00
Backfiow Charge $26,000.00
Fire Protection/Hydrant Meter $8,000.00
Bad DebV/Recovery $0.00
Total Water Service Rates $1,570,000.00
. Account Service Charges
Service App/New Location Fee $20,000.00
Late Payment Fee $30,000.00
Disconnect Tag Fee/NSF Fees $42,000.00
Termination/Reconnection $10,000.00
Other Account Service Gharges $3,500.00
Total Account Service Charges $105,500.00
Other Water Service Charges
Service Install/Modification $0.00
Plan Check/inspections/Fire Flow $1,500.00
"Field Serv/Sys Damage/T&M/RMR $1,000.00
Total Other Water Service Fees $2,500.00
Misc. Revenue $5,000.00
Non-Operating Revenues
" Tower Leases $48,000.00
Earnings on Monies $1,000.00
Property Tax Revenue $40,000.00
Capacity Fees $0.00
Miscellaneous Non-Operating $5,000.00
Total Non-Operating Revenues $94,000.00
- Grand Total Income $2,246,200.00
Total Officers Fees $146,500.00 $146,500.00
Salaries and Benefits $589,400.00 $235,760.00  $235,760.00 $117,880,00
Contractual Services/Agreements
Contractual Services/Agreements $15,000.00 $7,500.00 $7,500.00
Memberships $34,800.00 $17,400.00 $17,400.00
Governmental Fees/Liens $4,000.00 $2,000.00 $2,000.00
Insurance $29,500.00 $14,750.00 $14,750.00
Conservation $8,800.00 $4,400.00 $4,400.00
Subtotal Contractual Serv/iAgreeme $92,100.00 ~ $46,050.00 $46,050.00 $0.00
Field Operations
Transportation $11,000.00 $6,600.00 $4,400.00
Transmission & Distribution $160,000.00 $96,000.00 $64,000.00
Treatment/Chemicals & Supplies $15,000.00 $9,000.00 $6,000.00
Laboratory Services $18,000.00 $11,400.00 $7,600.00
Permits & Certification & Inspection $20,000.00 $12,000.00 $8,000.00
Field Communications $2,050,00 $1,230.00 $820.00
Pumping $235,500.00 $235,500.00
Other $4,300.00 $4,300.00
Fixed Asset Field $60,000.00 $36,000.00 $24,000.00
Subtotal Field Operations $526,850.00 $0.00  $176,530.00 '$350,320.00
Office Operation Expense $134,625.00 $67,312.50 $67,312.50
Non-Operating Expenses
Non-Operating Expenses $1,000.00 $1,000.00
Debt Service $243,763.00 $121,881.50  $121,881.50
Building & Site Improvements $6,400.00 $6,400.00
Reserve Fund $11,462.00 $11,462.00
Total Expenses $1,752,100.00 $636,366.00 $647,534.00 $468,200.00
Percent Distribution of Expenses 36% 37% 27%

Net Income

$484,100.00

Reimbursement from State Loan

$420,000.00
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RIO LINDARAELVERTA WATER

916 991-6616

Rio Linda/Elverta Community Water District

,}3

Revenue/Expense Report

SURCHARGE CAPITAL PROGRAM
OPERATING REVENUES
Water Servics Ratos
Basic Service Charge
Usage Charge
Backflow Charge .-
Fite Protection/Hydrant Meter
Bad Debt Recovery/Write offs
Total Water Service Rates

Account Service Charges
Service App/New Location Fee
Late Payment Fea
Disconnect Tag Fee/NSF Fees
- Termination/Reconnection
Othar Account Service Charges
Total Account Service Charges

Other Water Service Fees
*  Service InstaliModification
Plan Checkiinspections/FireFlow
_ Field ServiSys Damage/T&M/RMR
Total Other Water Service Feas
Grant :
Miscallaneous Revenue
Total OPERATING REVENUES

&w/"’

NON-OPERATING REVENUES
TowerlLeasss
Eamings on Monies
-Property Tax Revenue
* Capacity Fees
. Miscallanaous Non-Operating
Total NOK-QPERATING REVENUES

Reimbursement From State Loan
GRAND TOTAL INCOME

-Mid Year Estimated Budget
2010-2011 Fiscal Year

Adopted Budget Mid-Year Forcast
2010-2011 2010-2011
489,200 662,400
946,000 £86,000
590,000 - 590,000
26,000 © 28,000
8,000 8,000
_ 0 o
1,570,000 1,610,000
20,000 20,000
30,000 30,000
42,000 42,000
10.000 © 10,000
3,500 3,500
108,500 106,500
- 0 0
1,500 ~ 1,500
1,000 1,000
2,500 2,500
0 0
5,000 5,000

2,152,200

2,385,400

48,000 48,000
1,000 1,000
40,000 40,000
0 0
5,000 5,000
54,000, 94,000
420,000

2,246,200

2,479,400

*  CHPH Compllance Ordar Mo.8-New Servics Connection Moratorium

Pége 1
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RIO LINDAR/ELVERTA WATER

816 891-86618

Rio Linda/Elverta Community Water District

Mid Year Estimated Budget
2010-2041 Fiscal Year

General Counsel Fees ,
Speclal Counsel-Labor Attorney
Auditor's Fee

Board Meeting Fees

Board Training Expense

Total OFficers Fees

WAGES & BENEFITS
Salary -

Interim General Managers Contract
Interim Asst General Managers Contract
Regular Pay

" Extra-Help Contract

Standby Pay
Overtime Pay

Total Salary

Banefits & Expenses
Workers Comp Premium {Quarterly)

FICA/Medicare

‘PERS Retirament-paynwnts were Panding

Group Insurance
Retirges Insurance
Uniforms

Tralning

" Meetings & Conferences

Unemployment Insurance

Total Benofits & Expenses

Total Wages & Benefits & Expenses

Adopted Budget Mid-Year Foreast
2010-2011 2010-2011
60,000 150,000
50,000 - 25,000
17,500 33,750
18,000 18,000
1.000 1,000
146,500 227,750
76,800 87,510
54,600 54,800
250,000 250,000
5,000 5,000
14,000 14,000
10,000 10,000
410,400 421,110
18,000 18,000
20,500 29,500
35,000 35,000
58,200 58,200
23,000 23,000
4,000 4,000
2,000 2,000
300 300
9,000 9,000
179,000 179,000
827,860

736,900

Page 2
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Rio Linda/Elverta Community Water District
Mid Year Estimated Budget
2010-2011 Fisca! Year

} . ' Adopled Budget Mid-Year Forcast
2010-2041 2010-2011
Contractual Sarvices/Agreaments .
Special Projects-Task Orders’ 5,000 5,000
Sottlements-Dillon/Others-Legal . ' 0 0
Enginearing Services-Special 0] ’ 0
Electlons (Paid Onca) 10,000 10,000
Total Contractual Services/Agreements 15,000 . 15,000
Memberships : (Most Pald Once a Year)
Sacramento Ground Water Authority ' 21,000 21,000
Regional Water Authority 5,000 5,000
‘Association of California Water Agency 6,000 6,000
Rio Linda Chamber of Commerca 0 0
AWWA , 0 -0
. California Spacial District Association ‘ 2,300 2,300
Mesmbership-Other 500 _500
Total Memberships : 34,800 34,800
Governmental Fees/Lion Fees 4,000 4,000
Total Gavernmental / Lien Fees 4,000 4,000
Insurance: .
Liability/Vehicle Policy (Pald Once a Y 25,000 26,000
Property Policy (Paid Once a Yr) . 3,500 3,500
" Total Insurance 29,500 28,500
Conservation: - .
L Toilst Replacement Program-Replacement Ch 1,000 1.000
. } Regional Conservation Program 3,500 3,500
e Waghing Machine Rebates 300 300
' Education Supplies _ 3000 3,000
Contract Services 500 500
Community OQutreach - 500 500
Total Conservation . 8,800 8,800
- Total Contractual Services/Agresments 92,100 ] 82,100

Page 3
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RIO LINDH/AELVERTH WATER

916 981-6616

Rio Linda/Elverta Community Water District

Mid Year Estimated Budget

2010-2011 Fiscal Year

Field Operation Expenses

Transportation:
Fuel
Maintenance
Vehicle Allawance

Total Transportation
Transmission & Distribution:

Water Purchasa-Summer Shortage (4 mo})

Service Connections
Mains/MydrantsfUSA
Tanks
Hydrant Meters
Emergency Repairs & Malntenance
Contract Repairs

Total Tranamission & Distribution

Treatment:
Chemicals & Supplies
Total Treatment

Lahoratory Sarvices:
Coliform Tests
Physical/Chemical Tests

Total Laboratory

Permits & Certifications & Inspections

Total Permits & Certification & Inspections
Figld Communications:

Cellular Phones

Pagers
Total Field Communications

Pumping;
Pumps
" Electricity (Summer Heavier Use) -
Gas/Diesel for Well Sites
Telemetry Lines
Total Pumping

. Canstruction Equipment Maint.
Smali Tools & Shop Supplies
Safety Equipment

- Cross-Connection Testing

Tota_l Other

Fixed Assotfs Field:

Utllity Truck

Radio Read Moters (Budgeted as Spent)
Total Fixed Assets Field

Total Field Operation Expenses

Adopted Budget Mid-Year Forcast
2010-2014 2010-2011
7.000 - 7,000
4,000 4,000
0 0
11,000 . 11,000
3,000 3,000
5,000 5,000
2,500 2,500
1,000 1,000
500 500
88,000 88,000
60,000 60,000
160,000 160,000
15,000 " 15,000
15,000 15,000
3,000 3,000
18,000 16,000
19,000 19,000
- 20,000 20,000
20,000 20,000
. 2,000 2,000
50 50_
2,050 2,050
15,000 15,000
215,000 215,000
1,000 1,000
4,500 4,500
235,500 235,500
1,000 1,000
1,000 1,000
2,000 2,000
300 300
4,300 4,300
0 0
60,000 60,000
~ 60,000 60,000
526,850 528,850

Page 4






Nov 23 2010 17:02

®

RIO LINDR/ELVERTA WATER

918 991-6618

Rio Linda/Eiverta Community Water District

Mid Yoar Estimated Budget
2010-2011 Fiscal Year

Adopted Budgst Mid-Year Forcast
. 2010-2014 2010-2011
Office Operation Expenses A
Subscriptions/Licensing/Regular Telephone:
Computer Supplies-Scftware ' 8,500 8,500
ISP/Web-gite/IT Maintenance 2,500 2,500
Metroscan 1.625 1,625
Miscellansous : 200 200
Regular Phones Sarvice 6,000 6,000
Total Subscriptions/licensing/Phones 18,825 18,825
. Banking Fees:
Bank Charges - 4,500 4,500
Payroli Services* 4,000 4,000
ATMICredit Card Service/Direct 4,300 4,300
Total Banking Fess 12,800 12,800
Printing:
" Printing Other 1,000 1,000
Bill Stosk/Window/Return Envelopes 1,500 1,500
Total Printing 2,500 2,500
Postage/inserter Raplacement ‘ -0 12,400
Postage - Office ' 2,000 2,000
Postage - Bulk .0 18,000
Office Supplles 10,000 8,000
Total Office Other 12,000 41,400
Office Equipment Maintenance:
Billing Software Maintenance (Once Yrj 2,800 2,600
Computer Systam Maintenance 5,000 5,000
inserter Maintenance 0 0
Photocopy Maintenarnice (Once Yr) 2,000 2,000
Contract Billing - 20,000 20,000
Total Office Equipment Maintenance ' 29,600 29,600
Publishing .
Legal Advertising 1,500 1,500
Newsletter 1,000 1,000
Total Publishing 2,500 2,500
- Building
Utilitles 7,300 7,300
Janitorial 2,100 2,100
Maintenance/Repairs 7,000 7.000
Security 2,000 2,000
Total Bullding 18,400 18,400
Fixed Asgets Office: i
Actounting Systom Upgrade 10,000 10,000
Security - Well Sites - 10,000 10,000 -
Other - Misc : 10,000 10,000
Computer System Improvements 8,000 8,000
Total Fixed Assets Offico 38,000 38,000
TOTAL OFFICE OPERATION EXPENSES 134,625 A 164,025
Total OPERATING EXPENSES 1,489,475 1,610,838

Page 5
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RIO LINDA/ELVERTA WATER

916 991-6616

Rio Linda/Elverta Community Water District

Mld Year Estimated Budget
2010-2011 Fiscal Yoar

Adopted Budget Mid-Year Forzast
_ 2010-2011 2010-2011
NONOPERATING EXPENSES
. Non-Operating Expense 1,000 1,000
Debt Service: . '
Bond Administration {Once Yearly) 1,800 1,800
Revenue Bond 2003-interest (Twice Yr) 156,963 156,063
Revenue Bond 2003-Principle (Once Yr} 85,000 85,000
Total Debt Service 243,763 243,763
Building & Site improvements:
Fixed Asset-Container 1] a
SCADA Iimprovements 6,400 6,400
Ressarve Fund
Emergency Reserve 11,462 11,462
TOTAL NONOPERATING EXFENSES 262,625 262,625
GRAND TOTAL EXPENSES 1,752,100 1,873,460
SUMMARY
‘Grand Total Income 2,246,200 2,479,400
Less: Surcharge Capital Program (468,200) {662,40D)
GRAND TOTAL REVENUE 1,777,000 1,817,000
" TOTAL TO RESERVE .
Grand Total Income 2,248,200 2,479,400
Less: Operating Expenses (1.489,475) {1,610,835)
Non - Operating Exponses (262,625) (282,625)
TOTAL TO RESERVE 494,100 505,040
** Capital Improvement Plan For Surcharge Funded
Well #15 2,500,000 2,500,000
Well #16 . 2,500,000 2,500,000
Well #4417 2,500,000 2,500,000
Total Capltal improvement 7,500,000 7,600,000

** Note: Subject to approval from Stats Loan or Private Funding

L e nt to curvent year in anticipated reduction to MWH lnvoice and COM involcs
\5 Adjustme:
7 = Noved from Enginesring to off-ast CDM bivoice
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State of Caiifornia—HeaIth and Human Services Agency

N\, 'g&s,/ California Department of Public Health
' /g;‘ CBPH

*.iARK B HORTON, MD, MSPH

Direclor ARNOLD Sgl;::;igE'NEGGER

November 23, 2010

“Joseph Sherrill, General Manager

Rio Linda/Elverta Community Water District
P.O. Box 400

Rio Linda, CA 95673

Dear Mr. Sherrill;

- SAFE DRINKING WATER STATE REVOLVING FUND PROJECT FUNDING FOR
RlO LINDA/ELVERTA COMMUNITY WATER DISTRICT, PROJECT NO. 3410018-001

Your application for funding under the Safe Drinking Water State Revolving Fund
(SDWSRF) has been reviewed by the California Department of Public Health (CDPH).
We have determined that project number 3410018-001, as proposed by the

Rio Linda/Elverta Cpmmunity Water District (Rio Linda/Elverta CWD), is eligible for a
construction loan in the amount of $7,499,045. The proposed funding is provided in

7 part from a Federal Capitalization Grant for Drinking Water State Revolving Fund
- ) (California) CFDA number 66.468.

‘This letter serves as our Notice of Acceptance of Application (NOAA). Subject to
availability, funds in the amount of $7,499,045 have been reserved for this project
provided the terms and conditions as set forth herein are met.

The funding agreement, when issued and executed, will provide for the Loan to be
repaid over 20 years at a 2.5707 percent interest rate. Your semiannual payments will
be approximately $240,958.64 and will normally begin after project completion. An
accumulation of approximately $24,095.86 semiannually during the first 10 years of the

loan repayment period is required in order {o establish a loan repayment reserve fund
equal to two semlannual payments.

Funding is contingent upon your timely compliance with all terms and conditions of this
NOAA, including those set forth in the "Rio Linda/Elverta Community Water District,
Project No. 3410018-001 SAFE DRINKING WATER STATE REVOLVING FUND

NOTICE OF ACCEPTANCE OF APPLICATION TERMS AND CONDITIONS” (Terms
and Conditions) are attached hereto and incorporated herein by this reference.

Division of Drinking Water and Enwronmental Management
P.O. Box 897377, MS 7400, 1616 Capitol Avenue, 2" Floor, Sacramento, CA 95899-7377
(916) 449-5577 (916) 449-5575 Fax

N

: Internet Address: www.cdph.ca.gov







Mr. Sherrill
Page 2
November 23, 2010

Compliance shall be determined at the sole discretion of CDPH or its authorized
representative.

This NOAA is not an authorization to begin construction. Unless prior written
approval from CDPH is received, initiation of construction of this project prior to
the execution of a funding agreement may result in this project being ineligible
for financing from the SDWSRF. In particular, please note commencement of any
project construction activity prior to completion of all environmental reviews including
applicable federal environmental requirements, may result in the project being ineligible,
the withdrawal of this NOAA, and bypass of the project for funding. Therefore, if you

- plan to start construction prior to execution of a SDWSRF funding agreement for

the project, you should immediately contact your CDPH District Office.

“In order to maintain the reservation of funds in the SDWSRF account for your project,

Rio Linda/Elverta CWD must sign the Terms and Conditions at the space provided and -
return it within 60 days of receipt. We have provided fwo originals, Please sign and
return one full document including this cover letter alo along with a completed and
signed Water Measurement Law Self Certification (copy enclosed) to:

California Department of Public Health
Division of Drinking Water and
Environmental Management
Safe Drinking Water State Revolving Fund Program
Attention: Annette Dobie
Financing Section
1616 Capitol Avenue, MS 7418
Post Office Box 997377
Sacramento, California 95899-7377

Your sighature will indicate your acceptance of the terms and conditions and your
intention to proceed with the project, but does not constitute any obligation on your part
to enter into the funding agreement. Failure to sign and return the Terms and
Conditions within the time period will result in the withdrawal of this NOAA and
the bypassing of your project.

Rev. 10/13/10
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November 23, 2010

CDPH commends Rio Linda/Elverta CWD for taking steps to enhance the prowston and
protection of the drinking water supplied to your consumers. If you have any questions
regarding this NOAA, please contact either CDPH's Sacramento District Office at

(916) 449-5600 or Joshua Ziese at (916) 445-5284, or by e-mail at

Joshua. Zlese@cdph ca.gov.

Sincerely, .

M

Gary H. Yamamoto, P.E., Chief
Division of Drinking Water
and Environmental Management

Enclosures

cc:  (See Attached list)

Rev, 10/13/10
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Meter Size Cubic Feet Used

Nov 23 2010 17:02 RI0O LINDR/ELVERTA WATER 8165 981-B616

RIO LINDA/ELVERTA COMMUNITY
'WATER DISTRICT

P.O. BOX 400 « 730 L STREET
~ RIOLINDA, CALIFORNIA 25673
Phone: (916) 991-1000 * Fax (916_) 9016616

Effective January 1, 2011 - Service Charsges / per Ordinance 2009-02
Water Service - Fees for water service from the District Water System shall be as
indicated below based upon meter size servicing the premises and includes 600 cu.ft. of

water: ' Bi-Monthly *Capital

: Service Improvement Total
Meter Size Charge + Surcharge = Bi-Monthly

/87 $29.00 $19.00 $48.00

3/4> _$34.80 _$19.00 $53.80

1 85220 $19.00 $71.20

1-1/2* $101.50 $19.00 $120.50

2 _$162.40 _$19.00 _$181.40

3 _$304.50 _ $19.00 $323.50

4 $507.50 _$19.00 $526.50

*California Department of Public Health Compliance Order No. 01-09-07-CO-004

Plus any usage over 600 cu.ft., charges per 100 cubic feet or portion thereof as follows:

Rate Per 100 $0.43 ' $0.54 $0.68
, Tier 1 Tier 2 Tier 3

5/8” 601 — 2,600 2,601 ~ 15,600 15,601 +
Tier1 Tier 2 Tier 3

3/4” - 1-1/2* 601 — 5,800 5,801 — 44,800 44,801 +
. Tier 1 Tier 2 Tier 3

274" 601 - 55,200 55,201 - 286,000 286,001+

One (1) Cubic Feet water = 7.48 gallons, i.e. gallons /.748 = total cu.f.

The bi-monthly service charge for Standby Fire Protection Services shall be $10.00 per
inch diameter for the service pipe. Every two (2) months.
S8VC Code Charge
FP4=4" § 40.00
FP6=6" $ 60.00
FP8=8" § 80.00
F12=12" $120.00
Fl4=14" $140.00

The bi-monthly service charge for a Backflow Prevention Valve is $10.00, applicable to accounts
with an existing well on the property. '
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SIMPLIFIED CAPITAL IMPROVEMENT PLAN (CIP)

Date: |7/172010
System ID No.:}3410018
System Name: [Rio Uinda/Elverta Community Water Distict | Service Connections: [4616
: MONTHLY
[*Enter information only in YELLOW shaded cells ] AVG . RESERVE
: UNIT INSTALLED LIFE, ANNUAL MONTHLY PER
QTY COMPONENT - COST -COST YEARS RESERVE  RESERVE CUSTOMER
Drilled Well, 18", stee! casing Depth: 0 25 0.00 0.00 0.00
Drilled Well, 18", stee! casing Depth: 0 25 0.00 0.00 0.00
Drilled Well, 18", stee! casing Depth: - 0 25 0.00 0.00 0.00
1 Wellhead Electrical Controls 30000 30000 25 1200.00 100.00 0.02
Verticle Turbine Pump, 300 HP 0 7 0.00 0.00! 0.00
Submersible Pump, 300 HP 0, 7 0.00 0.00 0.00
1 Submersible Pump Motor, 25 HP 13000 13000 7 1857.14 154,76 0.03
Booster Pump Station, 25 HP, complete 0 5 0.00 0.00 0.00
Booster Pump Station Electrical Controls 0 5 0.00 0.00 0.00
Pressure Tank Gallons: 0.0 0 10 0.00 0.00 0.00
Pressure Tank Gallons: 0.0, 0 10 0.00 0.00 0.00
Storage Tank, Plastic Gallons: 0.0 0 10 0.00 0.00 0.00
Storage Tank, Redwood Gallons: 0.0 0 40 0.00 0.00 0.00
Storage Tank, Redwood Gallons; 0.0 0 .40 0.00 0.00 0.00
1 Storage Tank, Stee! Gallons: 800,000 28 2240000 50 44800.00 3733.33, 0.81
Storage Tank, Steel Gallons: 0.0 0 50 0.00/ 0.00 0.00
Storage Tank, Steel Gallons: 0.0 [ 50 0.00) 000f = 0.00
Storage Tank, Concrete Gallons: 0.0 0 80 0.00/ 0.00 0.00
1 Surveillance Equipment 600000 600000 10 60000.00 5000.00 ‘1,08
Master Meter, 3" 0 10 0.00; 0.00 . 0.00
{Master Meter, 4" 0 10 0.00/ 0.00 0.00
1 Hypochlorinator w/ Tank & Pump, Complete 12000 12000 10, 1200.00 100.00 0.02!
Pipe wi sand bedding, 4" (Enter finear feet for quantity) 0 50 0.00 0.00 0.00
Pipe w! sand bedding, 6" (Enter linear feet for quantity) 0 50 0.00 0.00 0.00
750 Pipe w/ sand bedding, 8" (Enter linear feet for quantity) 85 83750, 50 1275.00, 106.25 0,02
1250 |Pipe w/ sand bedding, 10" (Enter linear feet for quantity) 95 118750 50 2375.00 197.92 0.04
800 Pipe w/ sand bedding, 12" (Enter linear feet for quantity) 110 99000 50 1980.00 165.00 0.04
1 Pressure Regulating Valve 15000 15000 20 750.00 62.50! 0.01
3 Dry Barrel Hydrant, 2-1/2" 2500 7500 20 375.00 31.25 0.01
36 Customer Meter w/ Box & Shuloff, Complete 1250 45000 -20 2250.00 187.50 0.04
Distribution Valve, 4” 350 0 10 0.00 0.00 0.00
Distribution Valve, 6" 450 0 10 0.00 0.00 0.00
12 Distribution Valve, 8" 600 7200 20 360.00| 30.00 0.01
10 Distribution Vaive, 10" 850 8500 20 425.00 35.42) 0.01
6 Distribution Valve, 12" 950 5700 20 285.00, 23.75 0.01
2200 |Radio Read Meters 500 1100000 30 36666.67 3055.56 0.66
1 Radio Read Antenna 25000 25000 40 625.00 £2.08 0.01
4 SCADA Improv 26000 26000 10 2600.00 216,67 0.05
SUBTOTAL Existing CIP Costs | $4,416,400.00] $13,251.98, $2.87|
JNEW Project CIP Costs
1 Well #15 2,900,000 2800000 25 116000.00) 9666.67 2.09
1 Well #16 2,800,000 2800000 25 112000.00 9333.33 2,02
1 Well #17 2,600,000 2600000 25 104000.00 8666.67. 1.88
0 1 0.00 0.00 0.00!
0 1 0.00 0.00 0.00
0 1 0.00 0.00 0.00
0 1 0.00] 0.00) 0,00
. 0 1 0.00 0.00: 0.00
SUBTOTAL New Project CIP Costs $B,300,000.00 58332,000:00]  $27,666.67 $5.99
[TOTAL Existing and New Project CIP: $12,716,400.00 $491,023.81] $40.918.65 $8.86
Report Prepared by (Title). Y™/ /7M1 /31, CArOERAS & T ate:_Z~7~2e/0
NOTE: Installed costs are averages and include ali materials and contracted labor and equipment,
NOTES:

Rev 11/9/09






