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1.0 Executive Summary

This report was prepared for the City of El Cajon (City) to document the development of a
wastewater multi-year financial plan, cost-of-service analysis, and rate design for the City (rate case).

The specific goals of the study were to:

e Evaluate the adequacy of projected revenues under existing wastewater service charges to

meet projected revenue requirements;

e Develop a wastewater cost-of-service and rate model for the City covering a five-year study
(Fiscal Year 2020 through Fiscal Year 2024) period for both ongoing operations and planned

capital improvements;

e Develop a five-year wastewater service charge program that produces revenues adequate to
meet financial needs of the City for both their required funding of the City of San Diego’s
Pure Water Program and the City’s operations and capital needs, while recognizing customer
costs of service, and local and state legal and policy considerations such as California
Constitution Articles XIII C and D (Proposition 218), and Proposition 26; and

e Recommend appropriate reserve levels for operations and capital needs based on industry

standards.
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1.1 Findings
During the course of our analysis in relation to the specific goals of the study, we made the following

findings:

1. The City of El Cajon last adjusted the wastewater service charges in FY 2017, and the most
recent Cost of Service Study was completed in August 2011.

2. Wastewater service charge revenues at current levels will not be sufficient over the next five
years to meet the increasing cost of City operating and capital expenses without negatively
affecting fund balance levels®. In the absence of annual rate adjustments, projections show
that the City would deplete the Net Fund Balance during FY 2021. Table 1-1 on the next page
illustrates the projected financial picture without recommended wastewater service charge
adjustments and shows that the City’s Fund Balance falls below recommended operating
reserve target levels by FY 2020 and falls into a negative cash position by FY 2021.

1'The term “fund balance” refers to the remaining amounts available after short-term liabilities (monies owed) are paid
off with the agency’s available cash and other financial resources (such as receivables). The fund balance includes
reserved and unreserved components. For the purposes of this Study, this term refers to “available cash excluding

reserved monies” and the term “fund” refers to the “Wastewater Enterprise Fund” account in which these monies
reside.
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Table 1-1 — Wastewater Enterprise Fund Long Range Plan without Revenue Adjustments (Status Quo)

FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024

Beginning Balance $ 25,209,009.82 | $ 15,629,742.93 | $ 2,400,901.78 | $  (3,920,994.39)| $ (11,995,902.04)| $ (22,159,175.72)
Revenue

Non-Operating Revenue S 749,597.00 | $ 1,074,705.00 | $ 1,074,705.00 | $ 1,074,705.00 | $ 1,074,705.00 | $ 1,074,705.00

Proceeds $  3,546,903.00

User Fees S 18,880,984.82 | S 18,880,984.82 | S 18,880,984.82 | S 18,880,984.82 | S 18,880,984.82 | S 18,880,984.82
Total Revenue S 23,177,484.82 | S 19,955,689.82 | $ 19,955,689.82 |$ 19,955,689.82 | $ 19,955,689.82 | $ 19,955,689.82
Operations Expenses

Salaries and Benefits S 4,318,970.00 | $ 4,699,505.00 | $ 5,079,922.00 | $ 5,437,672.00 | $ 5,794,395.00 | $ 6,138,536.00

Materials, Service, and Supplies S 3,626,850.00 | $ 3,717,521.25 | $ 3,810,459.28 | $ 3,905,720.76 | $  4,003,363.78 | S  4,103,447.88

Capital Outlay S 23,600.00

Metro and JPA Costs $ 13,560,000.00 | S 13,500,000.00 | $ 13,845,000.00 | $ 12,945,000.00 | $ 14,579,000.00 | $ 15,016,370.00
Total Operations Expenses $ 21,529,420.00 | $ 21,917,026.25|$ 22,735,381.28 | $ 22,288,392.76 | $ 24,376,758.78 | $ 25,258,353.88
Capital Improvement Program

Equipment Replacement S 722,877.00 | $ 150,000.00 | $ 150,000.00 | $ 150,000.00 | $ 150,000.00 | $ 150,000.00

Wastewater CIP S 9,812,250.00 | $ 6,025,300.00 | $ 2,800,000.00 | $ 5,000,000.00 | $ 5,000,000.00 | $ 5,000,000.00
Debt Repayments

Principal S 467,097.71 | $ 415,943.40 | $ 424,678.21 | $ 433,596.46 | $ 442,701.98 | $ 451,998.72

Interest S 125,107.00 | $ 176,261.31 | $ 167,526.50 | $ 158,608.25 | $ 149,502.73 | $ 140,205.99

Alvarado S 100,000.00

Mission Gorge $  4,500,000.00
Total Expenses $ 32,756,751.71 | $ 33,184,530.96 | $ 26,277,585.99 | $ 28,030,597.47 | $ 30,118,963.49 | $ 31,000,558.59
Fund Balance Prior to Reserves S 15,629,742.93 | $  2,400,901.78 | $ (3,920,994.39)| $ (11,995,902.04)| $ (22,159,175.72)| $ (33,204,044.49)
Reserve Targets

Operations/Cash Flow and Capital | ¢ 3 c3g 005 70 | s 360279884 | §  3,737,322.95 | §  3,663,84539 | $  4,007,138.43 | $  4152,058.17
Expansion/Replacement Reserve

Metro Cash Flow

Emergency/Nat. Disaster
Total Recommended Reserves S 3,539,082.74 | $  3,602,798.84 | $ 3,737,322.95 | $§ 3,663,845.39 | $ 4,007,138.43 | $  4,152,058.17
Are Reserves Met? Yes No No No No No
Remaining Balance After Reserve Target |$ 12,090,660.19 | $ (1,201,897.05)| $ (7,658,317.34)| $ (15,659,747.43)| $ (26,166,314.15)| $ (37,356,102.66)
(Use)/Replacement of Reserves S (9,579,266.89)| S (13,228,841.14)| S  (6,321,896.17)| S  (8,074,907.66)| $ (10,163,273.67)| $ (11,044,868.77)

3. The City does not have a formal reserve policy for their operations or capital funds.

4. 'The City does not currently have a mechanism to pass through wholesale treatment costs

from the City of San Diego to customers should those costs rise beyond projections in the

cost-of-service model, or beyond future year projections.

5. Since the most recent Cost of Service Study in 2011, City of San Diego Metropolitan

Wastewater System (Metro) and JPA costs have nearly doubled. Metro and JPA costs have

increased 45 percent since 2018.

6. Ultilities cost per index (CPI) since 2018 rose 3.7 percent, and the cost for wastewater

operations and the capital improvement program (CIP) increased 6 percent since 2018.
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The City has an adequate system of wastewater service charges to meet regulatory and industry
standards, and their current rate schedule reflects the proper elements of a cost-of-service based rate
structure. As a result, we are not recommending any structural changes to the current system of
charges except for the increase in the base charge to more closely align with fixed versus variable
costs and the change in the return-to-sewer flow calculations for multi-family and non-residential
commercial users without irrigation meters. The proposed rates help maintain a positive fund

balance while covering as much of the increase in expenses as much as possible.

1.2 Recommendations
The following lists NV5, Inc.’s (NV5) recommendations to address the findings listed above:

1. Per the cost-of-service analysis contained within this report, NV5 recommends City wastewater
service charges be adjusted to reflect current costs of providing wastewater service to customers
within the City. This recommendation includes adjusting total revenue from rates by up to 14
percent beginning in FY 2020, 11 percent in FY 2021, 14 percent in FY 2022, and 11 percent in
FY 2023 and 2024, as shown in Table 1-2.

Table 1-2 — Recommended Annual Revenue Adjustment

Annual Revenue Adjustment FY 2020 FY 2021 FY 2022 FY 2023 FY 2024
Revenue Adjustment 14% 11% 14% 11% 11%
Effective Month November July July July July

Based on the cost-of-service analysis, revenue adjustments per customer class will vary. In total, the
City requires between 11 and 14 percent of an increase in revenue from customer rates each year,
resulting from an increase in the monthly fixed rate and a decrease in the volumetric rate to more
accurately depict the fixed costs versus the volumetric costs associated with wastewater collection
and treatment. Since 2018, the utilities CPI rose 3.7 percent and wastewater operations and CIP
increased 6 percent. It is also recommended that the City create a provision for a pass through for
wholesale treatment costs from the City of San Diego to customers should those costs rise beyond
projections in the cost-of-service model, or beyond future year projections. Suggested language is
provided at the end of this section. As noted, the City has not had a rate increase since FY 2017, and
the last rate study was completed in 2011. Since then, Metro and operations expenses have
increased, and as the system continues to age, more capital improvement program expenditures are

required to keep the system up to date.

Should the City approve these rate adjustments, the projected financial picture of the City should
stabilize significantly; however, it should be noted that the City will only meet recommended reserve
targets with the current rate increase recommendation by scaling back some of the capital
improvement program expenditures and thereby deferring some of the capital projects until a later

City of EI Cajon — Wastewater Rate Study 2019 6 V 5



date. Table 1-3 depicts the projected financial picture given the recommended revenue adjustments
described in this section.

Table 1-3 - Wastewater Enterprise Fund Long Range Plan with Recommended Revenue Adjustments

FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024
Beginning Balance $ 25,209,009.82 | $ 15,629,742.93 | $ 5,091,492.09 | $ 3,824,877.49 | $ 4,059,465.51 | $ 5,111,065.32
Revenue
Non-Operating Revenue S 749,597.00 | $  1,074,705.00 | S  1,074,705.00 | $  1,074,705.00 | $  1,074,705.00 | S  1,074,705.00
Proceeds S 3,546,903.00
User Fees $ 18,880,984.82 | $ 21,571,575.12 | $ 23,936,266.40 | $ 27,190,480.50 | $ 30,095,858.30 | $ 33,366,669.35
Total Revenue $ 23,177,484.82 | $ 22,646,280.12 | $ 25,010,971.40 | $ 28,265,185.50 | $ 31,170,563.30 | $ 34,441,374.35

Operations Expenses

Salaries and Benefits S 4,318,970.00 | $ 4,699,505.00 | $ 5,079,922.00 | $ 5,437,672.00 | $ 5,794,395.00 | $ 6,138,536.00
Materials, Service, and Supplies $ 3,626,850.00 S 3,717,521.25|S  3,810,459.28 | $  3,905,720.76 | $  4,003,363.78 | S  4,103,447.88
Capital Outlay $ 23,600.00 | $ - s - s - s - |8 -
Metro and JPA Costs $ 13,560,000.00 | $ 13,500,000.00 | $ 13,845,000.00 | $ 12,945,000.00 | $ 14,579,000.00 | $ 15,016,370.00
Total Operations Expenses $ 21,529,420.00 | S 21,917,026.25|S 22,735,381.28 | S 22,288,392.76 | S 24,376,758.78 | S 25,258,353.88
Capital Improvement Program
Equipment Replacement S 722,877.00 | $ 150,000.00 | $ 150,000.00 | $ 150,000.00 | $ 150,000.00 | $ 150,000.00
Wastewater CIP S 9,812,250.00 | $ 6,025,300.00 | $ 2,800,000.00 | $ 5,000,000.00 | $ 5,000,000.00 | $ 5,000,000.00
Debt Repayments
Principal S 467,097.71 | $ 415,943.40 | $ 424,678.21 | $ 433,596.46 | $ 442,701.98 | $ 451,998.72
Interest S 125,107.00 | $ 176,261.31 | $ 167,526.50 | $ 158,608.25 | $ 149,502.73 | $ 140,205.99
Alvarado S 100,000.00
Mission Gorge $  4,500,000.00
Total Expenses $ 32,756,751.71 | $ 33,184,530.96 | $ 26,277,585.99 | $ 28,030,597.47 | $ 30,118,963.49 | $ 31,000,558.59
Fund Balance Prior to Reserves $ 15,629,742.93 | $ 5,091,492.09 | $ 3,824,877.49 |$  4,059,465.51 | $ 5,111,065.32 | $ 8,551,881.08

Reserve Targets
Operations/Cash Flow and Capital

: S 3,539,082.74|$  3,602,798.84 | S  3,737,322.95|S  3,663,845.39 | S  4,007,138.43 | S  4,152,058.17
Expansion/Replacement Reserve

Metro Cash Flow $ - S - s - |8 - |8 - 13 -

Emergency/Nat. Disaster $ - s - s - s - |8 - |8 -
Total Recommended Reserves S 3,539,082.74 | $ 3,602,798.84 | $ 3,737,322.95 | $ 3,663,845.39 | $ 4,007,138.43 | $ 4,152,058.17
Are Reserves Met? Yes Yes Yes Yes Yes Yes
Remaining Balance After Reserve Target $ 12,090,660.19 | $ 1,488,693.25 | $ 87,554.54 | $ 395,620.13 | $ 1,103,926.89 | S  4,399,822.91
(Use)/Replacement of Reserves $ (9,579,266.89)| S (10,538,250.84)| S  (1,266,614.59)| $ 234,588.02 | $ 1,051,599.80 | $  3,440,815.76

Additional rate models were evaluated, and in an effort to balance the goals to minimize the impact
of the rate increases to the customers while improving the financial health of the City’s wastewater

enterprise fund, the following alternatives were not selected:

e The alternative presented in Table 1-4 and Table 1-5 would increase rates by 20 percent and
15 percent in the first and second years, respectively, followed by a maximum rate increase
of 10 percent each year. This scenario would also require changes to the capital
improvement program as proposed in the model, thereby reducing capital expenditures and

deferring some capital projects, and reserve targets would be met each year.
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Table 1-4: Alternative Annual Revenue Adjustment — Reduced Capital Improvement Program

Annual Revenue Adjustment FY 2020 FY 2021 FY 2022 FY 2023 FY 2024
Revenue Adjustment 20% 15% 10% 10% 10%
Effective Month November July July July July

Table 1-5: Wastewater Enterprise Fund Long Range Plan with Alternative Revenue Adjustments — Reduced
Capital Improvement Program

FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024

Beginning Balance $ 25,209,009.82 | $ 15,629,742.93 |$ 6,243,563.25|$ 3,789,594.80 | S 3,711,958.59 | S  4,044,462.17
Revenue

Non-Operating Revenue S 749,597.00 | $ 1,074,705.00 | $ 1,074,705.00 | $ 1,074,705.00 | S 1,074,705.00 | $  1,074,705.00

User Fees $ 18,880,984.82 | S 22,723,646.28 | $ 26,048,912.55 | $ 28,578,256.26 | $ 31,376,762.07 | $ 34,670,851.84
Total Revenue $ 23,177,484.82 | $ 23,798,351.28 | $ 27,123,617.55|$ 29,652,961.26 | $ 32,451,467.07 | $ 35,745,556.84
Operations Expenses

Salaries and Benefits $ 4,318970.00 | S 4,699,505.00 | $ 5,079,922.00|$ 5,437,672.00|S 5,794,395.00 | $ 6,138,536.00

Materials, Service, and Supplies S 3,626,850.00 | $ 3,717,521.25|$ 3,810,459.28 | $  3,905,720.76 | S  4,003,363.78 | S  4,103,447.88

Capital Outlay $ 23,600.00 | $ - s - s - s - s -

Metro and JPA Costs $ 13,560,000.00 | $ 13,500,000.00 | $ 13,845,000.00 | $ 12,945,000.00 | $ 14,579,000.00 | $ 15,016,370.00
Total Operations Expenses $ 21,529,420.00 | $ 21,917,026.25 | $ 22,735,381.28 | $ 22,288,392.76 | $ 24,376,758.78 | $ 25,258,353.88
Capital Improvement Program

Equipment Replacement S 722,877.00 | $ 150,000.00 | $ 150,000.00 | $ 150,000.00 | $ 150,000.00 | $ 150,000.00

Wastewater CIP $ 9,812,250.00 | $ 6,025,300.00 | $ 6,100,000.00 | $ 6,700,000.00 | $ 7,000,000.00 | $ 9,500,000.00
Debt Repayments

Principal S 467,097.71 | $ 415,943.40 | $ 424,678.21 | $ 433,596.46 | $ 442,701.98 | $ 451,998.72

Interest S 125,107.00 | $ 176,261.31 | $ 167,526.50 | $ 158,608.25 | $ 149,502.73 | $ 140,205.99

Alvarado S 100,000.00

Mission Gorge $  4,500,000.00
Total Expenses $ 32,756,751.71 | $ 33,184,530.96 | $ 29,577,585.99 | $ 29,730,597.47 | $ 32,118,963.49 | $ 35,500,558.59
Fund Balance Prior to Reserves $ 15,629,742.93 |$ 6,243563.25|$ 3,789,594.80 | $ 3,711,958.59 | S 4,044,462.17 | S  4,289,460.42
Reserve Targets

o ti Cash Fl d Capital

perations/Cash Flow and Capita $ 3,539,082.74|$ 3,602,798.84 | $ 3,737,322.95 | $ 3,663,84539 | $ 4,007,13843 | $  4,152,058.17

Expansion/Replacement Reserve

Metro Cash Flow $ - s - s - s R - |8 -

Emergency/Nat. Disaster $ - s - s - s - s - s -
Total Recommended Reserves $ 3,539,082.74|$ 3,602,798.84|$ 3,737,32295|$ 3,663,845.39 | $ 4,007,138.43 | S 4,152,058.17
Are Reserves Met? Yes Yes Yes Yes Yes Yes
Remaining Balance After Reserve Target |$ 12,090,660.19 | $ 2,640,764.41 | $ 52,271.85 | $ 48,113.20 | $ 37,323.74 | § 137,402.25
(Use)/Replacement of Reserves S (9,579,266.89)| S (9,386,179.68)| $ (2,453,968.44)| $ (77,636.21)| $ 332,503.58 | $ 244,998.25

e Another alternative presented in Table 1-6 and Table 1-7 would increase revenue collected

from rates by 30 percent in FY 2020, 15 percent in FY 2021, followed by an increase in rates
of 10 percent each year thereafter, from FY 2022 to FY 2024. The rate adjustments in FY

2020 include a significant shift in the cost allocations to the fixed base and volumetric

charges. This rate model alternative most sufficiently accounts for the shift in the cost

allocations related to infrastructure maintenance, repair, and replacement and wastewater

collection and treatment due to the change in Metro costs and the consequences of increased

indoor conservation, which led to lower flows and higher strength wastewater throughout
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Southern California. As shown in Table 1-7, this alternative ensures that all current

proposed reserve targets would be sufficiently met while maintaining the capital

improvement program as initially projected by the City staff; however, it does result in a

significant impact in rates to the customers. As a result, this alternative was not selected as

the proposed rate model.

Table 1-6: Alternative Annual Revenue Adjustment — Optimal Capital Improvement Program

Annual Revenue Adjustment FY 2020 FY 2021 FY 2022 FY 2023 FY 2024
Revenue Adjustment 30% 15% 10% 10% 10%
Effective Month November July July July July

Table 1-7: Wastewater Enterprise Fund Long Range Plan with Alternative Revenue Adjustments — Optimal
Capital Improvement Program

FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024

Beginning Balance $ 25,209,009.82 | $ 15,629,742.93 | $ 8,142,368.54 | $ 4,010,719.14 | $ 3,725,190.38 | $ 4,219,973.31
Revenue

Non-Operating Revenue S 749,597.00 | $ 1,074,705.00 | $ 1,074,705.00 | $ 1,074,705.00 | $ 1,074,705.00 | $ 1,074,705.00

Proceeds $  3,546,903.00

User Fees $ 18,880,984.82 | S 24,622,451.57 | $ 28,271,231.60 | S 31,070,363.71 | $ 34,174,041.43 | $  37,643,975.31
Total Revenue $ 23,177,484.82 | $ 25,697,156.57 | $ 29,345936.60 | $ 32,145,068.71 | $ 35,248,746.43 | $ 38,718,680.31
Operations Expenses

Salaries and Benefits $  4,318,970.00 | $ 4,699,505.00 | $ 5,079,922.00 | $ 5,437,672.00 | $ 5,794,395.00 | $ 6,138,536.00

Materials, Service, and Supplies $  3,626,850.00 | $ 3,717,521.25 | $ 3,810,459.28 | $ 3,905,720.76 | $ 4,003,363.78 | $ 4,103,447.88

Capital Outlay $ 23,600.00 | $ - ]S - s ) - S -

Metro and JPA Costs $ 13,560,000.00 | $ 13,500,000.00 | $ 13,845,000.00 | $ 12,945,000.00 | $ 14,579,000.00 | $ 15,016,370.00
Total Operations Expenses $ 21,529,420.00 | $ 21,917,026.25|$ 22,735381.28 | S  22,288,392.76 | S  24,376,758.78 | S  25,258,353.88
Capital Improvement Program

Equipment Replacement S 722,877.00 | $ 150,000.00 | $ 150,000.00 | $ 150,000.00 | $ 150,000.00 | $ 150,000.00

Wastewater CIP $ 9,812,250.00 | $ 6,025,300.00 | $  10,000,000.00 | $ 9,400,000.00 | $ 9,635,000.00 | $ 9,875,875.00
Debt Repayments

Principal S 467,097.71 | $ 415,943.40 | $ 424,678.21 | $ 433,596.46 | $ 442,701.98 | $ 451,998.72

Interest S 125,107.00 | $ 176,261.31 | $ 167,526.50 | $ 158,608.25 | $ 149,502.73 | $ 140,205.99

Alvarado S 100,000.00

Mission Gorge S 4,500,000.00
Total Expenses S 32,756,751.71 | S 33,184,530.96 | S 33,477,585.99 | S 32,430,597.47 | $ 34,753,963.49 | S  35,876,433.59
Fund Balance Prior to Reserves $ 15,629,742.93 | $ 8,142,368.54 | $ 4,010,719.14 | $ 3,725,190.38 | $ 4,219,973.31 | $ 7,062,220.04
Reserve Targets

o] ti Cash Fl d Capital

pera !ons/ ash Flow and tapita $  3,539,082.74 | $ 3,602,798.84 | $ 3,737,322.95 | $ 3,663,845.39 | $ 4,007,138.43 | $ 4,152,058.17

Expansion/Replacement Reserve

Metro Cash Flow S - S - S - S - S - S -

Emergency/Nat. Disaster S - s - s - s - s - s -
Total Recommended Reserves $  3,539,082.74 | $ 3,602,798.84 | $ 3,737,322.95 | $ 3,663,845.39 | $ 4,007,138.43 | $ 4,152,058.17
Are Reserves Met? Yes Yes Yes Yes Yes Yes
Remaining Balance After Reserve Target $ 12,090,660.19 | $ 4,539,569.70 | $ 273,396.19 | $ 61,344.99 | $ 212,834.88 | $ 2,910,161.87
(Use)/Replacement of Reserves S (9,579,266.89)| S  (7,487,374.39)| S  (4,131,649.39)| $ (285,528.76)| $ 494,782.94 | $ 2,842,246.72

2. Based on cost-of-service projected revenue requirements and the objective to avoid a significant

impact in rates to customers, the City should adopt the following wastewater service charges.

City of El Cajon — Wastewater Rate Study 2019
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Table 1-8 shows the proposed wastewater charges for FY 2020 through FY 2024 and compares

them to existing charges.

Table 1-8: Recommended Monthly Wastewater Service Charges

User Class FY 2019 FY 2020 FY 2021

Volumetric Charge Volumetric Charge Volumetric Charge

Base Charge (per hcf) Base Charge (per hcf) Base Charge (per hcf)

Residential:
Single Family S 565 |$ 449 |$ 12.43|$ 449 (S 1429 | $ 4.94
Multi-Family/Condo w/o Irrig Meter” S 5.65|$ 392 (S 12.43|$ 392|$ 1429 | S 431
Multi-Family/Condo w/ Irrig Meter’ S 5.65|$ 449 |$ 12.43|$ 449 (S 1429 | S 4,94
Non-Residential:
Commercial - Low w/o Irrig Meter S 5.65|S 3.67|S 16.95 | S 404 S 19.49 | S 4.45
Commercial - Low w/ Irrig Meter S 5.65|S 449 |S 16.95 | S 449 S 19.49 | S 494
Commercial - Medium w/o Irrig Meter S 5.65|$ 431|$ 16.95 | $ 530S 1949 | S 5.83
Commercial - Medium w/ Irrig Meter S 5.65|$ 589 |$ 16.95 | $ 589 |$ 19.49 | $ 6.48
Commercial - High w/o Irrig Meter S 5.65|$ 7.13|$ 16.95 | $ 7.05|$ 19.49 | S 7.75
Commercial - High w/ Irrig Meter S 5.65|$ 7.83|$ 16.95 | $ 7.83|$ 19.49 | S 8.61
Septic Haulers S 7.04 S 7.87 S 8.66
User Class FY 2022 FY 2023 FY 2024

Volumetric Charge Volumetric Charge Volumetric Charge

Base Charge (per hcf) Base Charge (per hcf) Base Charge (per hcf)

Residential:
Single Family S 17.15|$ 553 S 20.07 | $ 6.03|$ 2348 | S 6.51
Multi-Family/Condo w/o Irrig Meter S 17.15 | $ 483 (S 20.07 | $ 526 |$ 23.48|$ 5.69
Multi-Family/Condo w/ Irrig Meter® S 17.15 | $ 5.53|S 20.07 | $ 6.03 | S 23.48 | $ 6.51
Non-Residential:
Commercial - Low w/o Irrig Meter S 2339 |$ 498 |$ 2737 | $ 543 S 32.02|$ 6.19
Commercial - Low w/ Irrig Meter S 2339 |$ 553 |$ 2737 |$ 6.03 S 32.02|$ 6.51
Commercial - Medium w/o Irrig Meter S 2339 (S 6.53 | S 2737 |S 7.12|S 32.02 (S 8.12
Commercial - Medium w/ Irrig Meter S 2339 S 7.26 | S 2737 |S 791 |S 32.02 (S 8.54
Commercial - High w/o Irrig Meter S 2339 (S 8.68 | $ 2737 |$ 9.46 | S 3202 |$ 10.79
Commercial - High w/ Irrig Meter S 2339 (S 965 (S 2737 S 10.51 | S 32.02 (S 11.36
Septic Haulers S 9.70 S 10.57 S 11.41

Figure 1-1 summarizes all San Diego Metro Member Agencies comparative wastewater user rates

based on 9.5 HCF of water usage/wastewater flow and a residential monthly base fee. The figure

also includes the City’s current monthly rate as well as the proposed FY 2020 typical rate of $55.09

per month for a single family residential customer. It should be noted that the rates shown are those

effective November 22, 2019, which is when the City’s first proposed rate adjustment would go into

effect. By that time, many of these rates will be 5 to 10 percent higher as all agencies except San

Diego have either adopted current rate cases or are in the process of updating their current rate

cases to phase in the required Pure Water Program costs. At the time of this report, very few

member agencies, except City of National City, Poway, and the County of San Diego have

conducted a wastewater cost-of-service studies that incorporates the most recent increase in the

Metro costs due to the Pure Water Program.

I Additional Base Charge of 50 percent of Single Family Residential Base Charge per dwelling unit (i.e., for FY 2020, a
Multi-Family Residential customer with 22 dwelling units would have a base charge of $149.50)

City of El Cajon — Wastewater Rate Study 2019
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In the figure below, agencies that have not implemented a rate increase for FY 2019 are shown with
a 5 percent potential rate increase added to the current rate. Even with the proposed 5-year rate
adjustments, the City of El Cajon will still enjoy rates that are within the average range amongst the
users of the Metro System. The typical proposed FY 2020 single family residence rate will be
approximately $55.09.

Figure 1-1 Metro Member Agencies Wastewater Rates Comparison
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3. The City should establish a definitive reserve policy to protect the financial integrity of their

wastewater enterprise fund. The following operational and capital reserves are recommended:

Operations/Cash The operating reserve provides working capital for-day-to-day
Flow Reserve and operations and helps to absorb fluctuations in cash balances due to
Capital Expansion | routine difference in revenue and expense cycles. The City’s fiscal
and Replacement year begins July 1 of each year and must fund their ongoing
Reserves operations and capital budget requirements starting at that date. As

the City currently bills customers bi-monthly, there is a regular and
ongoing stream of revenue, and this was taken into consideration in
the development of the reserve target.
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As a participating agency (PA) in the San Diego Metro System, the
City is required by State and US Environmental Protection Agency
(US EPA) regulations to maintain reserves that provide for the
expansion and replacement of the City’s collection system. The
current CIP includes approximately of $5 million most years for
routine replacement, repair, and rehabilitation of wastewater
infrastructure, including work to reduce infiltration and inflows to
the wastewater collection system. The capital expansion and
replacement reserves provide funding in addition to the CIP program
for replacement, repair, or rehabilitation of wastewater infrastructure
for extraordinary events, such as the catastrophic failure of a major
system asset.

While a 90-day cash flow reserve would be recommended to allow
for the orderly payment of the City’s wastewater enterprise fund’s
expenditures throughout the fiscal year, given the City’s current
financial situation, the City has elected to take a measured approach
to rebuilding City reserves incrementally over the next decade.
Thereby, a 60-day cash flow reserve is the current target, which
would provide additional funding for replacement, repair, or
rehabilitation of wastewater infrastructure, especially in the event of
catastrophic failure of a major system asset.

Metro Cash Flow In 2015, the City of San Diego launched a massive public works
Reserve program, the Pure Water San Diego Program. This program has the
potential to introduce an additional risk of annual cost overruns to
the City’s required payments to the City of San Diego for
transportation, treatment, and disposal of wastewater collected from
the City’s customers. In 2015, San Diego provided the City with a
draft financing plan for the entire program which established the City
of El Cajon’s non-debt funded portion of the program to be
approximately $11.7 million in estimated pay-go expenses. It is
recommended that the City establish a Metro Cash Flow Reserve of
at least $5.5 million to be used to offset unplanned cost increases for
this project with a future reserve goal that would cover the full
amount of the City’s non-debt funded portion of the program in the
next rate study.

Emergency/Natural | Recent historic events such as Hurricanes Harvey and Irma have only
Disaster Reserve emphasized the need for an agency to have additional monies set
aside to pay for unforeseen events, such a restoring service to
flooded pump stations, emergency response, etc. It is recommended
that this reserve be established at a minimum of 60-days of operating
cash as part of the next rate study. This would provide cash-flow
until the City was able to secure outside funding and/or FEMA
reimbursements.
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4. NV5 recommends that the City provide a provision to give the City the ability to pass through
City of San Diego wholesale transportation, treatment, and disposal costs to customers should
those costs rise beyond projections in the cost-of-service model or beyond what the City notices
to customers at time of rate implementation. This action would obviate the need for the City to
conduct another Proposition 218 mailed 45-day notice and public hearing requirement. The
authority to provide this provision is located in California Government Code Section 53756.

Specifically, the Government Code reads as follows:

An agency providing water, wastewater, sewer, or refuse collection service may adopt a schedule of fees or charges
anthorizing antomatic adjustments that pass through increases in wholesale charges for water, sewage treatment, or

wastewater treatment or adjustments for inflation, if it complies with all of the following:

(a) 1t adopts the schedule of fees or charges for a property-related service for a period not fo exceed five years pursuant to
Section 53755.

(b) The schedule of fees or charges may include a schedule of adjustments, including a clearly defined formula for
adjusting for inflation. Any inflation adjustment to a fee or charge for a property-related service shall not exceed the
cost of providing that service.

(¢) The schedule of fees or charges for an agency that purchases wholesale water, sewage treatment, or wastewater
treatment from a public agency may provide for antomatic adjustments that pass through the adopted increases or

decreases in the wholesale charges for water, sewage treatment, or wastewater treatment established by the other agency.
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2.0 Introduction

This study takes a long-range planning approach to establishing wastewater service charges and fees.
A discussion of the long-range plan and recommended wastewater charge and fee adjustments are
included in the following section of this report. The analyses contained herein include operation and
maintenance (O&M) costs, Metro transportation, treatment and disposal costs, reserve levels, and
identified CIP. To that end, the Study examines the revenues generated by the City and makes
recommendations for revenue adjustments, as needed. The City retained NV5 in 2017 to update a
wastewater cost-of-service study previously developed by CDM in FY 2012. Megan Yoo Schneider
of Seven Management and Consulting, Inc., is the lead rate consultant for this study. The FY 2017

wastewater service charges are still in effect today.

For purposes of this report, the study period is the fiscal years beginning July 1, 2019, and ending
June 30, 2024. Unless otherwise noted, references in this report to a specific year are for the City’s
fiscal year ending June 30. To avoid confusion between calendar and fiscal years, the term FY refers
to the year beginning July 1 and ending June 30. Presented herein are the results of a study of the

City’s projected revenues, revenue requirements, cost-of-service, and rates for service.

Given the timing of the study, the revenue calculations for FY 2020 do not account for the
projected rate adoption date of November 22, 2019. The revenues for July through October 2019
are based on the recommended rates, not the existing rates. Additionally, given the data available at
the time the study commenced, flow data from FY 2017 was used. Many agencies have not been
seeing as much of a “bounceback” to pre-2014 flows as originally anticipated, and due to the passage
of AB 1668/SB 6006, it is anticipated that FY 2017 flows should be applicable to future years. Due to
the recent conservation mandates, the City has seen a reduction in revenue due to the lower flows,

and a conservative approach was taken to minimize shortfalls in revenue projections.

2.1 Background: City of El Cajon

The City provides wastewater service to approximately 17,700 customers within the incorporated
area of the City of El Cajon. It owns and operates approximately 190 miles of pipeline, and an
additional 3.5 miles of privately-owned sewers connect to the City’s system. In addition, the City
maintains 13 inverted siphons. Most of the existing trunk sewers (60 percent) were constructed
before 1965 and are now over 40 to 60 years old, with some of the oldest sewer mains being
constructed in the late 1920s and the oldest trunk sewers dating back to the 1940s.

Environmentally safe and efficient collection, treatment, and disposal of wastewater promotes
healthy communities and increases the quality of life for residents. The City is responsible for
collecting and conveying wastewater flows originating within the City to the City of San Diego’s
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Point Loma Treatment Plant for treatment and disposal. The City’s primary goals are operating the

wastewater system safely and efficiently while meeting the needs of their customers.

To meet these goals, the City undertakes routine cleaning, inspections, and repairs and rehabilitates
its facilities as needed. The wastewater system operates in an area subject to strict regulatory
oversight by Federal and State agencies such as the U.S. Environmental Protection Agency (US
EPA) and the California State Water Resources Control Board (SWRCB). The City must comply
with a multitude of laws including, but not limited to, State Wastewater Discharge Requirements
(WDRs). Complying with these regulations and resulting mandates contributes to a large share of
the cost burden on the City’s system.

The City completed a Wastewater Master Plan in 2008, which was updated with an addendum in
2015, and the City has identified an average of $5.5 million per year in required rehabilitation and
replacement projects. Annual projected CIP costs of approximately of $5 million most years for
routine replacement, repair, and rehabilitation of wastewater infrastructure, including work to reduce
infiltration and inflows to the wastewater collection system, are incorporated into this study and

form the basis for the City’s annual capital requirements.

2.2 Background: City of San Diego Metropolitan
Sewage Treatment System

The City of El Cajon is one of thirteen participating agencies (PAs) who send their wastewater to the
Metro for treatment and disposal. Along with the other Pas, the City entered into the Regional
Disposal Agreement with San Diego in 1998. Because of positive financial negotiations with San
Diego since that time and particularly since the establishment of the “Administrative Protocol on
Allocation of Operating Reserves and Debt Service Coverage” during FY 2010, the City has enjoyed
stable annual billings for the last 8 years from the City of San Diego except for changes in the City’s
sewage strengths associated with water conservation. In 2015, however, the City of San Diego
initiated a multi-billion dollar public works project entitled the Pure Water Program which will
provide the double benefit of “secondary equivalency” to San Diego’s wastewater customers
including the City of El Cajon, as well as a significant new potable water supply for the City of San
Diego.

In November 2017 the City of San Diego provided the PAs with a range of annual costs from FY
2018 through FY 2022 for Phase I and FY 2023 and beyond for Phase II of the Pure Water
Program, and the City of El Cajon provided NV5 with cost projections to be used for the study.

These annual cost increases began with FY 2018 (current fiscal year) and are the basis for
establishing the San Diego portion of the revenue requirement developed by this study.

These projections provided both a low and a high end-of-range, starting in 2023 with Phase II of the
Pure Water Program. Table 2-1 summarizes the range of costs provided to the City of El Cajon,
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which are recommended by San Diego to be used in establishing this rate case. After discussions
with City staff, NV5 is recommending that the Metro low cost numbers be used for this rate
analysis, and that a pass through resolution should be adopted should the costs exceed the Metro
low projections. The Metro rate projections presented in this report have recently been updated to
reflect slightly lower costs. In order to maintain a more conservative approach, however, the original
projections have been used in this study, as the more recent cost projections have yet to be verified
and validated.

Table 2-1 Summary of Low and High Metro Cost Projections

2019 2020 2021 2022 2023 2024
METRO Low 13,560 13,500 13,845 12,945 14,579 15,016
High 13,560 13,500 13,845 12,945 15,767 16,204

2.3 Rate Study Summary

The City of El Cajon customers enjoy wastewater service charges that are consistent with other
agencies in the Metro System as shown in Figure 2-1 and have been for many years. The City last
adjusted wastewater service charges in FY 2017. Increases in the system CIP requirements and the
costs associated with the Pure Water Program require that the City adjust their wastewater rates for
the next five years adjusting total revenue from rates by up to 14 percent beginning in FY 2020, 11
percent in FY 2021, 14 percent in FY 2022, and 11 percent in FY 2023 and 2024. The initial increase
includes an increase in the fixed base charge and a decrease in the volumetric charge to more closely
reflect current costs associated with system infrastructure maintenance, repair, and replacement
versus wastewater collection and treatment costs. The proposed rate increases are higher in the first
and third years due to increased expenditures in the last few years and the lack of a rate increase
since FY 2017.
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Figure 2-1 Wastewater Rate Comparison for Participating Agencies in Metro System
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3.0 Wastewater Rate Study

3.1 Overview of the Wastewater Service Charge
Update Process

A comprehensive cost-of-service study typically utilizes three interrelated analyses to address the
adequacy and equity of the rates. These three analyses are comprised of the following: a revenue
requirement analysis; a cost-of-service analysis; and a rate design analysis. The process is illustrated

in Figure 3 -1.

Figure 3-1 Overview of the Comprehensive Rate Study Analysis

Revenue ; :
. Cost-of-Service Rate Design
Requirement . :
. Analysis Analysis
Analysis
eCompares the sources eAllocates the revenue eConsiders both the level
of funds (revenue) to requirements to the and structure of the
the expenses of the various customer rate design to attain the
utility to determine the classes of servicein a target level of service
overall rate adjustment fair and equitable
required manner

The City’s wastewater utility was evaluated on a “stand-alone” basis. It was assumed that no
subsidies between the utility or other City funds would occur. By reviewing the utility finances and
financial obligations on a stand-alone basis, the need to adequately fund both O&M costs and the

CIP must be balanced with consideration for the rate impacts on utility customers.

A detailed and comprehensive process was used to review the City’s rates. As a part of the cost-of-
service study process, several on-site project meetings and conference calls were used to review the
results with City management, staff, and the City Council. From this process, final proposed rates
were developed, and the process to develop these rates is reviewed in this section of the report.

Following is a summary of each step in the process.
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Revenue Requirement Analysis: The revenue requirement analysis revealed that several

significant financial changes have occurred since the City’s 2011 rate study and subsequently adopted

wastewater user rates. The significant changes are:

The current 5-Year CIP contains an annual capital requirement ranging from $5.0 million to
$9.0 million needed in capital projects. As the infrastructure reaches the end of its usual life,
a comprehensive maintenance, repair, and replacement program and infiltration and inflow
reduction program are required to avoid unintended consequences, such as catastrophic
system failures and sewer system overflows. These costs need to be incorporated into the

budget and long-term financial plan.

The planning phase of the City of San Diego’s Pure Water Program has begun and during
FY 2019 to FY 2023 additional Metro costs are anticipated for Phase 1 of this program. City
of San Diego staff has identified the increased funding level for the participating agencies
from the 2010 adopted Protocol level of $65 million to $86.3 million per year over the next
four-years. The City’s portion of this budget is currently 15 percent. El Cajon’s increased

funding level for the Pure Water Program is included in this rate case.

As a result of the most recent historic drought and impending long-term conservation
legislation, the City must shift its cost allocations to fit the “new normal.” The City has seen
a reduction in flow due to increased indoor conservation, and consequentially, an increase in
wastewater strength. These shifts have an impact on the infrastructure system maintenance

and wastewater collection and treatment costs.

The largest component of the City of El Cajon’s revenue requirement is the cost associated with

transportation, treatment, and disposal of the City’s wastewater by the Metro facilities. A

summary of the projected City collection system O&M and CIP, in addition to the Metro

expenses to be included in the City’s cost-of-service study, are included in Table 3-1.
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Table 3-1: City of El Cajon Revenue Requirements

FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024
Operations Expenses
Salaries and Benefits S 4,318,970.00 | S  4,699,505.00 | $ 5,079,922.00 | $ 5,437,672.00 | $  5,794,395.00 | $ 6,138,536.00
Materials, Service, and Supplies S 3,626,850.00 | $  3,717,521.25 | $ 3,810,459.28 | $ 3,905,720.76 | $  4,003,363.78 | S  4,103,447.88
Capital Outlay $ 23,600.00 | $ - s - s - s - s -
Metro and JPA Costs $ 13,560,000.00 | $ 13,500,000.00 | $ 13,845,000.00 | $ 12,945,000.00 | $ 14,579,000.00 | $ 15,016,370.00
Total Operations Expenses $ 21,529,420.00 | $ 21,917,026.25|$ 22,735,381.28 | $ 22,288,392.76 | $ 24,376,758.78 | S 25,258,353.88
Capital Improvement Program
Equipment Replacement S 722,877.00 | $ 150,000.00 | $ 150,000.00 | $ 150,000.00 | $ 150,000.00 | $ 150,000.00
Wastewater CIP S 9,812,250.00 | $ 6,025,300.00 | $ 2,800,000.00 | $  5,000,000.00 | $ 5,000,000.00 | $ 5,000,000.00
Debt Repayments
Principal S 467,097.71 | $ 415,943.40 | $ 424,678.21 | $ 433,596.46 | $ 442,701.98 | $ 451,998.72
Interest S 125,107.00 | $ 176,261.31 | $ 167,526.50 | $ 158,608.25 | $ 149,502.73 | $ 140,205.99
Alvarado S 100,000.00
Mission Gorge $  4,500,000.00
Total Expenses $ 32,756,751.71 | $ 33,184,530.96 | $ 26,277,585.99 | $ 28,030,597.47 | $ 30,118,963.49 | $ 31,000,558.59

Figure 3-2 shows the percentage of each of the major cost centers in the City’s rate case. As
noted, most of all required revenue from rates (55 percent) will be paid directly to the City of
San Diego.

Figure 3-2 Major Cost Components of City of El Cajon’s FY 2020 Revenue Requirements

B San Diego Metro
M El Cajon CIP

™ El Cajon Wastewater Operations

City staff requested guidance from NV5 in establishing guidelines for the reserve policy to ensure
financial protection of the City’s wastewater enterprise fund as part of the process in establishing the

revenue requirement for the wastewater cost-of-service study.

NV5 reviewed with City staff both the industry standard guidelines in establishing formal reserve

policies as well as the City’s needs for financial stability and potential exposures to external forces
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which could require unplanned O&M or capital expenditures. After review of these guidelines and
exposures the following formal reserve policy is recommended for the City and consists of three
cash flow reserves and one emergency and natural disaster reserve. The establishment of this reserve

policy has been integrated into the projected revenue requirements for the rate case.

Operations/Cash Flow Reserve and Capital Expansion and Replacement Reserves: The
operating reserve provides working capital for-day-to-day operations and helps to absorb
fluctuations in cash balances due to routine difference in revenue and expense cycles. The City’s
fiscal year begins July 1 of each year and must fund their ongoing operations and capital budget
requirements starting at that date. As the City currently bills customers bi-monthly, there is a regular
and ongoing stream of revenue, and this was taken into consideration in the development of the

reserve target.

As a PA in the San Diego Metro System, the City is required by State and US EPA regulations to
maintain reserves that provide for the expansion and replacement of the City’s collection system.
The current CIP includes approximately of $5 million most years for routine replacement, repair,
and rehabilitation of wastewater infrastructure, including work to reduce infiltration and inflows to
the wastewater collection system. The capital expansion and replacement reserves provide funding in
addition to the CIP program for replacement, repair, or rehabilitation of wastewater infrastructure
for extraordinary events, such as the catastrophic failure of a major system asset. While a 90-day
cash flow reserve would be recommended to allow for the orderly payment of the City’s wastewater
enterprise fund’s expenditures throughout the fiscal year, given the City’s current financial situation,
the City has elected to take a measured approach to rebuilding City reserves incrementally over the
next decade. Thereby, a 60-day cash flow reserve is the current target, which would provide
additional funding for replacement, repair, or rehabilitation of wastewater infrastructure, especially in

the event of catastrophic failure of a major system asset.

Metro Cash Flow Reserve: In 2015, the City of San Diego launched a massive public works
program, the Pure Water San Diego Program. This program has the potential to introduce an
additional risk of annual cost overruns to the City’s required payments to the City of San Diego for
transportation, treatment, and disposal of wastewater collected from the City’s customers. In 2015,
San Diego provided the City with a draft financing plan for the entire program which established the
City of El Cajon’s non-debt funded portion of the program to be approximately $11.7 million in
estimated pay-go expenses. It is recommended that the City establish a Metro Cash Flow Reserve of
at least $5.5 million to be used to offset unplanned cost increases for this project with a future
reserve goal that would cover the full amount of the City’s non-debt funded portion of the program

in the next rate study.

Emergency/Natural Disaster Reserve: Recent historic events such as Hurricanes Hatvey and

Irma have emphasized the need for an agency to have additional monies set aside to pay for
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unforeseen events, such a restoring service to flooded pump stations, emergency response, etc. It is
recommended that this reserve be established at a minimum of 60-days of operating cash as part of
the next rate study. This would provide cash-flow until the City was able to secure outside funding

and/or FEMA reimbursements.

The final step in determining the revenue requirement for the City’s rate case was to ovetlay the
projected expenditures for the next five years as summarized in Table 3-1 and the recommended
reserve policy. Table 3-2 creates a long-range plan showing the use of reserves to moderate the
annual rate adjustment by adjusting total revenue from rates by up to 14 percent beginning in FY
2020, 11 percent in FY 2021, 14 percent in FY 2022, and 11 percent in FY 2023 and 2024. The
use/replacement of the City’s reserves is shown in the following table. A detailed copy of the five-

year revenue requirement is included in Appendix A to this report.
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Table 3-2: City of El Cajon Long Range Financial Plan

FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024

Beginning Balance $ 25,209,009.82 | $ 15,629,742.93 | $ 5,091,492.09 | $ 3,824,877.49 | $ 4,059,465.51 | $ 5,111,065.32
Revenue

Non-Operating Revenue S 749,597.00 | $ 1,074,705.00 | $ 1,074,705.00 | $ 1,074,705.00 | $ 1,074,705.00 | $ 1,074,705.00

Proceeds $  3,546,903.00

User Fees $ 18,880,984.82 | $ 21,571,575.12 | $ 23,936,266.40 | $ 27,190,480.50 | $ 30,095,858.30 | $ 33,366,669.35
Total Revenue S 23,177,484.82 | S 22,646,280.12 | $ 25,010,971.40 | $ 28,265,185.50 | $ 31,170,563.30 | S 34,441,374.35
Operations Expenses

Salaries and Benefits S 4,318,970.00 | $ 4,699,505.00 | $ 5,079,922.00 | $  5,437,672.00 | $ 5,794,395.00 | $ 6,138,536.00

Materials, Service, and Supplies S 3,626,850.00 | $ 3,717,521.25 | $ 3,810,459.28 | $  3,905,720.76 | $  4,003,363.78 | $  4,103,447.88

Capital Outlay $ 23,600.00 | $ - s - s - s L -

Metro and JPA Costs $ 13,560,000.00 | $ 13,500,000.00 | $ 13,845,000.00 | $ 12,945,000.00 | $ 14,579,000.00 | $ 15,016,370.00
Total Operations Expenses $ 21,529,420.00 | $ 21,917,026.25|$ 22,735,381.28 | $ 22,288,392.76 | S 24,376,758.78 | $ 25,258,353.88
Capital Improvement Program

Equipment Replacement S 722,877.00 | $ 150,000.00 | $ 150,000.00 | $ 150,000.00 | $ 150,000.00 | $ 150,000.00

Wastewater CIP S 9,812,250.00 | $ 6,025,300.00 | $ 2,800,000.00 | $ 5,000,000.00 | $ 5,000,000.00 | $ 5,000,000.00
Debt Repayments

Principal S 467,097.71 | $ 415,943.40 | $ 424,678.21 | $ 433,596.46 | $ 442,701.98 | $ 451,998.72

Interest S 125,107.00 | $ 176,261.31 | $ 167,526.50 | $ 158,608.25 | $ 149,502.73 | $ 140,205.99

Alvarado S 100,000.00

Mission Gorge $  4,500,000.00
Total Expenses $ 32,756,751.71 | $ 33,184,530.96 | $ 26,277,585.99 | $ 28,030,597.47 | $ 30,118,963.49 | $ 31,000,558.59
Fund Balance Prior to Reserves $ 15,629,74293 |$  5,091,492.09 |$ 3,824,877.49|$ 4,059,46551 |$ 5,111,06532|S$  8,551,881.08
Reserve Targets

i h Fl ital

Operations/Cash Flow and Capita $ 353908274 |$ 3,602,798.84 | 3,737,322.95|$  3,663,84539 |$ 4,007,13843 |$  4,152,058.17

Expansion/Replacement Reserve

Metro Cash Flow $ - s - S L - |8 - s -

Emergency/Nat. Disaster S - s - S - s - s - S -
Total Recommended Reserves S 3,539,082.74 | $ 3,602,798.84 | $ 3,737,322.95 | $ 3,663,84539 |$  4,007,138.43 | $  4,152,058.17
Are Reserves Met? Yes Yes Yes Yes Yes Yes
Remaining Balance After Reserve Target |$ 12,090,660.19 | S  1,488,693.25 | $ 87,554.54 | $ 395,620.13 |$  1,103,926.89 | $  4,399,822.91
(Use)/Replacement of Reserves S (9,579,266.89)| $ (10,538,250.84)| S  (1,266,614.59)| $ 234,588.02 | $ 1,051,599.80 | S 3,440,815.76

Cost-of-service Analysis: The cost-of-service

occurred in users and use since the City’s 2011 rate study and subsequently adopted wastewater user

rates. The significant changes are:

analysis revealed that several major changes have

e As with other communities in San Diego County and Southern California, the City’s citizens

and businesses have decreased their water usage significantly since FY 2011. This has resulted

in decreased flow from the all customer classes and increased wastewater strength, which

necessitated the re-balancing of the rates with a higher fixed base charge to more accurately

reflect the costs of system infrastructure maintenance, repair, and rehabilitation and a lower

volumetric rate that is more closely aligned with the wastewater collection and treatment costs.

To fully recover the costs associated with the system infrastructure maintenance, repair, and

rehabilitation, a higher fixed base charge would need to be implemented; however, in the
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interest of keeping rate increases to a minimum, the proposed rate model does include a draw

on reserves to help offset the cost to the customers.

e The return-to-sewer flow assumption for multi-family/condo and commercial customers
without a dedicated irrigation meter was modified to 90 percent of the actual water
consumption, in order to more accurately reflect current industry standards and water use
practices by multi-family/condo and commercial customers. This value increases to 95 percent
of the actual water consumption in FY 2024, as increased indoor water conservation standards
are projected to be mandated by the SWRCB.

e The fixed base charge was also increased for non-residential customers to account for the

higher flows compared to single-family residential customers.

e The additional base charge of 50 percent of the residential base charge for each additional
multi-dwelling unit for multi-family residential customers, which has been part of the City’s

rate structure, has also been maintained in this rate model.

e The FY 2020 septic hauler rate was designed to match the City of San Diego septic hauler rate,

per the City’s recommendation.

e The residential bi-monthly billing cap of 42 units will continue to apply. This is a cap that is
part of the existing rate structure. There is an average of 3.09 persons per household in El
Cajon, and the targeted 55 gallons per person per day from AB 1668/SB 606 results in an
average of 13.8 billing units a month, which is well below the billing cap. The billing cap should

have a very minimal impact on revenue projections.

The City’s rate model was updated with the number of residential and commercial/industrial
customers from the FY 2017 billing data and FY 2018 multi-family unit quantities. Given the timing
of the study, the revenue calculations for FY 2020 do not account for the projected rate adoption
date of November 22, 2019. The revenues for July through October 2019 are based on the
recommended rates, not the existing rates. Additionally, given the data available at the time the study
commenced, flow data from FY 2017 was used. Many agencies have not been seeing as much of a
“bounceback” to pre-2014 flows as originally anticipated, and due to the passage of AB 1668/SB
606, it is anticipated that FY 2017 flows should be applicable to future years. Due to the recent
conservation mandates, the City has seen a reduction in revenue due to the lower flows, and a

conservative approach was taken to minimize shortfalls in revenue projections.

Table 3-3 summarizes the current number of City users and their projected wastewater flows based

on the most current water use billing data for FY 2017.

——————
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Table 3-3: Summary of Current Users and Estimated Wastewater Flow

No. of

. Total Flow

User Class Active
(hcf)
Customers

Residential:
El Cajon Single Family Residential 403 24,998
El Cajon Single Family Res-Fixed Winter 14,057 | 1,147,759
El Cajon SF Res-FW NO Avg. 33 138
El Cajon Multi-Family Res-No Irr 1,420 | 1,506,117
El Cajon Multi-Family Residential 104 208,620
El Cajon Multi-Family Res-Fixed Winter 43 9,582
Subtotal - Residential 16,060 | 2,897,214
Non-Residential:
El Cajon Comm/Gov-Low Strength-No Irr 1,136 479,139
El Cajon Commercial/Gov-Low Strength 97 50,066
El Cajon Comm/Gov-Med Strength-No Irr 44 77,353
El Cajon Commercial/Gov-Med Strength 12 9,287
El Cajon Comm/Gov-High Strength-No Irr 306 124,952
El Cajon Commercial/Gov-High Strength 33 52,921
Subtotal - Non-Residential 1,628 793,718
TOTAL 17,688 | 3,690,932

Rate Design Analysis: A thorough review of an agency’s wastewater service charge rate structure is
performed as part of the rate setting process to ensure that the agency’s rate structure not only

meets industry standards but is compliant with local, State, and Federal guidelines and regulations.

The current rate structure adopted by the City of El Cajon has two components: a fixed base charge
and a volumetric charge. The principles used to develop this rate structure still meet industry
standards today and follow Best Management Practices (BMPs) established by the State of
California. Therefore, there are no recommended changes to the existing rate structure except for
the increase in the base charge to more closely align with fixed versus variable costs and the change
in the return-to-sewer flow calculations for multi-family and non-residential commercial users

without dedicated irrigation meters.

Single family residential customers are billed based on their winter usage, which is typically based on
the usage in the months between November and April of the previous year. Most multi-
family/condo customers are billed based on actual water consumption. Multi-family/condo and
commercial customers without a dedicated irrigation meter are billed at a lower rate that assumes
that the return-to-sewer flow is 90 percent of the actual water consumption. Commercial/industrial
users are also grouped based on their estimated sewage strengths into three classes of users (low,

medium, and high).
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All classes of users will continue to be billed bi-monthly based on classification, winter water usage
or actual water usage, and sewage strength category. Table 3-4 compares the current FYE 2019
wastewater rates with the proposed rates for FY 2020 through FY 2024. The entire output from the
rate model showing the detailed elements of the cost-of-service study is contained in Appendix A
of this study.

Table 3-4: Comparison of Current Versus Proposed Monthly Wastewater User Rates

User Class FY 2019 FY 2020 FY 2021

Volumetric Charge Volumetric Charge Volumetric Charge

Base Charge (per hcf) Base Charge (per hcf) Base Charge (per hcf)

Residential:
Single Family S 5.65|$ 449|$ 1243 | S 449 |S 14.29 | $ 4.94
Multi-Family/Condo w/o Irrig Meter” S 5.65|$ 392|$ 1243 | S 392($ 1429 | $ 431
Multi-Family/Condo w/ Irrig Meter? S 5.65|S 449 S 1243 | S 449 | S 1429 | S 4.94
Non-Residential:
Commercial - Low w/o Irrig Meter S 5.65|$ 367|S 16.95 | $ 404 (S 19.49 | $ 4.45
Commercial - Low w/ Irrig Meter S 5.65|$ 449 |$ 16.95 | $ 449 (S 19.49 | $ 4,94
Commercial - Medium w/o Irrig Meter S 5.65|$ 431($ 16.95 | $ 530S 19.49 | S 5.83
Commercial - Medium w/ Irrig Meter S 5.65|$ 589 S 16.95 | $ 589 S 19.49 | S 6.48
Commercial - High w/o Irrig Meter S 5.65|$ 7.13|s 1695 | $ 7.05 S 19.49 | $ 7.75
Commercial - High w/ Irrig Meter S 565 |$ 7.83|$S 16.95 | $ 7.83|$ 1949 | S 8.61
Septic Haulers S 7.04 S 7.87 S 8.66
User Class FY 2022 FY 2023 FY 2024

Volumetric Charge Volumetric Charge Volumetric Charge

Base Charge (per hcf) Base Charge (per hcf) Base Charge (per hcf)

Residential:
Single Family S 17.15 | $ 553 |$ 20.07 | $ 6.03|$ 23.48 | $ 6.51
Multi-Family/Condo w/o Irrig Meter’ S 17.15 | $ 483 |S 20.07 | $ 5.26 | S 2348 | $ 5.69
Multi-Family/Condo w/ Irrig Meter’ S 17.15 | $ 553 |$ 20.07 | $ 6.03|$ 2348 |$ 6.51
Non-Residential:
Commercial - Low w/o Irrig Meter S 2339 (S 498 (S 2737 S 543 |S 3202 (S 6.19
Commercial - Low w/ Irrig Meter S 2339 |$ 553 |$ 2737 | $ 6.03|$ 32.02|$ 6.51
Commercial - Medium w/o Irrig Meter S 2339 |$ 6.53 S 2737 | $ 712 |$ 32,02 |$ 8.12
Commercial - Medium w/ Irrig Meter S 2339 (S 7.26 S 2737 | $ 7911$ 32,02 |$ 8.54
Commercial - High w/o Irrig Meter S 2339 |$ 8.68|$ 2737 | $ 9.46 | $ 32.02|$ 10.79
Commercial - High w/ Irrig Meter S 2339 |$ 9.65|$ 2737 | $ 10.51 | $ 32.02 | $ 11.36
Septic Haulers S 9.70 S 10.57 S 11.41

Most of the revenue requirement recovered by the City’s wastewater service charges are allocated to
costs associated with the charges from San Diego Metro. Figure 3-3 summarizes the major
components of the typical proposed FY 2020 monthly single-family residence wastewater service
charge of $55.09. This figure also shows the use of City reserves to phase in the Pure Water Program
and City CIP costs:

2 Additional Base Charge of 50 percent of Single Family Residential Base Charge per dwelling unit (i.e., for FY 2020, a
Multi-Family Residential customer with 22 dwelling units would have a base charge of $149.50)
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Figure 3-3 Components of FY 2019 Typical Single Family Residence Monthly Bill

$(25.80)

M San Diego Metro
H Fl Cajon CIP
m Fl Cajon Wastewater Operations

‘ $20.61 & . W Use of Reserves

Figure 3-4 summarizes all Metro Member Agencies comparative wastewater user rates based on 9.5
HCEF of water usage/wastewater flow and a residential monthly base fee. It should be noted that the
rates shown are those effective November 22, 2019, which is when the City’s first proposed rate
adjustment would go into effect. By that time, many of these rates will be 5 to 10 percent higher as
all agencies except San Diego have either adopted current rate cases or are in the process of
updating their current rate cases to phase in the required Pure Water Program costs. At the time of
this report, very few member agencies, except for such as the City of National City, Poway and the
County of San Diego have conducted a wastewater cost-of-service studies that incorporates the

most recent increase in the Metro costs due to the Pure Water Program.

In the figure below, agencies that have not implemented a rate increase for FY 2020 are shown with
a 5 percent potential rate increase added to the current rate. Even with the proposed 5-year rate
adjustments, the City of El Cajon will still enjoy rates that are within the average rate amongst the
users of the Metro System. The typical proposed FY 2019 single family residence bill will be
approximately $55.09.
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Figure 3-4 Metro Member Agencies Wastewater Rate Comparison
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Appendix A - Rate Model

e Appendix Al - Recommended Annual Revenue Adjustment - Adjusted Fixed Base Charge
and Volumetric Charge Cost Allocations

e Appendix A2 - Alternative Annual Revenue Adjustment — Adjusted Fixed Base Charge and
Volumetric Charge Cost Allocations — Reduced Capital Improvement Program

e Appendix A3 - Alternative Annual Revenue Adjustment — Adjusted Fixed Base Charge and
Volumetric Charge Cost Allocations — Optimal Capital Improvement Program
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Appendix Al - Recommended Annual Revenue Adjustment — Adjusted Fixed Base Charge and Volumetric Charge Cost Allocations

Sewer Enterprise Fund Long Range Plan without Revenue Adjustments (Status Quo)

FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024

Beginning Balance S 25,209,009.82 | $ 15,629,742.93 (S  2,400,901.78 | S (3,920,994.39) $ (11,995,902.04)| S (22,159,175.72)
Revenue

Non-Operating Revenue S 749,597.00 [ S 1,074,705.00 | $ 1,074,705.00 | $ 1,074,705.00 | S 1,074,705.00 | $ 1,074,705.00

Proceeds S 3,546,903.00

User Fees S 18,880,984.82 | $ 18,880,984.82 [ S 18,880,984.82 | S 18,880,984.82 | $ 18,880,984.82 | S 18,880,984.82
Total Revenue S 23,177,484.82 | S 19,955,689.82 | S 19,955,689.82 | S 19,955,689.82 | $ 19,955,689.82 | S 19,955,689.82
Operations Expenses

Salaries and Benefits $  4,318,970.00|$ 4,699,505.00 | $ 5,079,922.00 | $ 5,437,672.00 | $ 5,794,395.00 [ $ 6,138,536.00

Materials, Service, and Supplies S 3,626,850.00|$ 3,717,521.25($ 3,810,459.28 | S  3,905,720.76 [ $  4,003,363.78 | S  4,103,447.88

Capital Outlay S 23,600.00

Metro and JPA Costs S 13,560,000.00 | $ 13,500,000.00 [ S 13,845,000.00 | S 12,945,000.00 | $ 14,579,000.00 | $ 15,016,370.00
Total Operations Expenses S 21,529,420.00 | $ 21,917,026.25 | S 22,735,381.28 | S 22,288,392.76 | $ 24,376,758.78 | $ 25,258,353.88
Capital Improvement Program

Equipment Replacement S 722,877.00 | S 150,000.00 | $ 150,000.00 | $ 150,000.00 | $ 150,000.00 | $ 150,000.00

Wastewater CIP S 9,812,250.00 | $ 6,025,300.00 [ S 2,800,000.00 | S 5,000,000.00|$ 5,000,000.00 |$ 5,000,000.00
Debt Repayments

Principal S 467,097.71 | S 415,943.40 | $ 424,678.21 | $ 433,596.46 | $ 442,701.98 | S 451,998.72

Interest S 125,107.00 | $ 176,261.31 ( $ 167,526.50 | $ 158,608.25 | $ 149,502.73 | $ 140,205.99

Alvarado S 100,000.00

Mission Gorge S 4,500,000.00
Total Expenses S 32,756,751.71 | $ 33,184,530.96 | S 26,277,585.99 | S 28,030,597.47 | $ 30,118,963.49 | $ 31,000,558.59
Fund Balance Prior to Reserves $ 15629,742.93 | $ 2,400,901.78 [ $ (3,920,994.39) $ (11,995,902.04)] $ (22,159,175.72)] $ (33,204,044.49)
Reserve Targets

Operations/Cash Flow and Capital
. S 3,539,082.74| S 3,602,798.84|S 3,737,32295|S 3,663,845.39| S 4,007,138.43| $ 4,152,058.17
Expansion/Replacement Reserve

Metro Cash Flow

Emergency/Nat. Disaster
Total Recommended Reserves S 3,539,082.74|S 3,602,798.84 |S 3,737,32295 (S 3,663,845.39|S 4,007,138.43 | S  4,152,058.17
Are Reserves Met? Yes No No No No No
Remaining Balance After Reserve Target | $ 12,090,660.19 | $ (1,201,897.05)] $ (7,658,317.34) $ (15,659,747.43)| $ (26,166,314.15)[ $ (37,356,102.66)
(Use)/Replacement of Reserves $  (9,579,266.89)| $ (13,228,841.14)| $ (6,321,896.17)| $ (8,074,907.66)| $ (10,163,273.67)| $ (11,044,868.77)
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Appendix Al - Recommended Annual Revenue Adjustment — Adjusted Fixed Base Charge and Volumetric Charge Cost Allocations

Annual Revenue Adjustment FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024
Revenue Adjustment 0% 14% 11% 14% 11% 11%
Effective Month July November July July July July
Sewer Enterprise Fund Long Range Plan with Recommended Revenue Adjustments
FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024

Beginning Balance S 25,209,009.82 | $ 15,629,74293 S 5,091,492.09 | S 3,824,877.49|S$ 4,059,46551 (S 5,111,065.32
Revenue

Non-Operating Revenue S 749,597.00 | S 1,074,705.00 | S 1,074,705.00 | S 1,074,705.00 | S 1,074,705.00 | $ 1,074,705.00

Proceeds S 3,546,903.00

User Fees $ 18,880,984.82 | $ 21,571,575.12 | $ 23,936,266.40 | $ 27,190,480.50 | $ 30,095,858.30 | $ 33,366,669.35
Total Revenue S 23,177,484.82 | $ 22,646,280.12 [ S 25,010,971.40 | S 28,265,185.50 | $ 31,170,563.30 | S 34,441,374.35
Operations Expenses

Salaries and Benefits S 4,318,970.00 | $ 4,699,505.00 | $ 5,079,922.00|S 5,437,672.00| S 5,794,395.00|$ 6,138,536.00

Materials, Service, and Supplies $  3,626,850.00|$ 3,717,521.25|$ 3,810,459.28 | $  3,905,720.76 | $  4,003,363.78 | $  4,103,447.88

Capital Outlay $ 23,600.00 | $ - | - s - s - S -

Metro and JPA Costs S 13,560,000.00 | $ 13,500,000.00 [ S 13,845,000.00 | S 12,945,000.00 | $ 14,579,000.00 [ $ 15,016,370.00
Total Operations Expenses S 21,529,420.00 | $ 21,917,026.25 | S 22,735,381.28 | S 22,288,392.76 | S 24,376,758.78 | $ 25,258,353.88
Capital Improvement Program

Equipment Replacement S 722,877.00 | $ 150,000.00 | S 150,000.00 | S 150,000.00 | S 150,000.00 | S 150,000.00

Wastewater CIP S 9,812,250.00|$ 6,025,300.00 [ S 2,800,000.00 | S 5,000,000.00 | $ 5,000,000.00 [ S 5,000,000.00
Debt Repayments

Principal S 467,097.71 | S 415,943.40 | S 424,678.21 | $ 433,596.46 | $ 442,701.98 | S 451,998.72

Interest S 125,107.00 | $ 176,261.31 | $ 167,526.50 | $ 158,608.25 | $ 149,502.73 | $ 140,205.99

Alvarado S 100,000.00

Mission Gorge S 4,500,000.00
Total Expenses S 32,756,751.71 | $ 33,184,530.96 | S 26,277,585.99 | S 28,030,597.47 | $ 30,118,963.49 | $ 31,000,558.59
Fund Balance Prior to Reserves S 15,629,74293 |$S 5,091,492.09 | S 3,824,877.49|S 4,059,465.51|S 5,111,065.32|S$  8,551,881.08
Reserve Targets

Operations/Cash Flow and Capital

P ' / W P! S 3,539,082.74|S$ 3,602,798.84 S 3,737,322.95|S 3,663,84539|S$ 4,007,138.43 S  4,152,058.17

Expansion/Replacement Reserve

Metro Cash Flow S - S - S - S - S - S -

Emergency/Nat. Disaster S - S - S - S - S - S -
Total Recommended Reserves S 3,539,082.74|S 3,602,798.84 |S 3,737,32295|S 3,663,845.39|S 4,007,138.43 | S  4,152,058.17
Are Reserves Met? Yes Yes Yes Yes Yes Yes
Remaining Balance After Reserve Target | S 12,090,660.19 | $  1,488,693.25 | $ 87,554.54 | S 395,620.13 S 1,103,926.89 | S  4,399,822.91
(Use)/Replacement of Reserves S (9,579,266.89)| S (10,538,250.84)[ S (1,266,614.59)| S 234,588.02 | $ 1,051,599.80 | $  3,440,815.76
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Recommended Annual Sewer Service Charges

Appendix Al - Recommended Annual Revenue Adjustment — Adjusted Fixed Base Charge and Volumetric Charge Cost Allocations

User Class FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024

Volumetric Charge Volumetric Charge Volumetric Charge Volumetric Charge Volumetric Charge Volumetric Charge

Base Charge (per hcf) Base Charge (per hcf) Base Charge (per hcf) Base Charge (per hcf) Base Charge (per hcf) Base Charge (per hcf)

Residential:
Single Family S 565 (S 44915 1243 | S 4491]5S 1429 S 49415 17.15( S 5531]S$ 20.07 | $ 6.03]15 2348 | S 6.51
Multi-Family/Condo w/o Irrig Meter® S 565(S 3921S$ 1243 | S 3921S 1429 (S 431]S 17.15( S 48315 20.07 | $ 526]S 2348 | S 5.69
Multi-Family/Condo w/ Irrig Meter’ S 565 (S 4.491]5S 12.43 | S 4491]5S 1429 | $ 4941]s 17.15( S 5531]5$ 20.07 | $ 6.03]15 2348 | S 6.51
Non-Residential:
Commercial - Low w/o Irrig Meter S 5.65 (S 3671S 16.95 | S 40415 1949 (S 4.45]S 2339 | S 49815 2737 | S 5431]S 3202 (S 6.19
Commercial - Low w/ Irrig Meter S 5.65|8$ 449158 16.95 | S 449158 19.49 | S 49415S 23.39 | S 553]S 2737 | S 6.03]5S 32.02 | S 6.51
Commercial - Medium w/o Irrig Meter S 5.65|S 431(S 16.95 | S 530S 19.49 | § 5.83]S 2339 (S 6.53]S 2737 | S 7.121S 32.02 (S 8.12
Commercial - Medium w/ Irrig Meter S 5.65 (S 5.8915$ 16.95 | S 5.8916$ 1949 (S 6.4815S 2339 | S 7.26 15 2737 | S 79115$ 32.02 (S 8.54
Commercial - High w/o Irrig Meter S 5.65 (S 7.1315S 16.95 | S 7.05]15$ 19.49 (S 7.7515S 2339 | S 8.68 ]S 2737 | S 9.461]S 32.02|S 10.79
Commercial - High w/ Irrig Meter S 5.65 (S 7.8315$ 16.95 | S 7.831S 19.49 (S 8.611]S 2339 |S 9.65]S 2737 | S 1051 ]S 32.02|S 11.36
Septic Haulers S 7.04 S 7.87 S 8.66 S 9.70 S 10.57 S 11.41
User Class FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024

Volumetric Charge Volumetric Charge Volumetric Charge Volumetric Charge Volumetric Charge Volumetric Charge

Base Charge (per hcf) Base Charge (per hcf) Base Charge (per hcf) Base Charge (per hcf) Base Charge (per hcf) Base Charge (per hcf)

Residential:
Single Family S 1130 S 44915 24.86 | S 4491]5S 28.59 | S 49415 3431 |S 5531]S$ 40.14 | S 6.03]15 46.96 | S 6.51
Multi-Family/Condo w/o Irrig Meter S 1130 S 39215S 24.86 | S 3921S 28.59 | S 431]5S 3431 |S 48315 40.14 | S 526]1$ 46.96 | S 5.69
Multi-Family/Condo w/ Irrig Meter S 11.30( S 4491]5S 24.86 | S 44915 28.59 | S 49415 3431 |S 553]5$ 40.14 | S 6.03]15 46.96 | S 6.51
Non-Residential:
Commercial - Low w/o Irrig Meter S 11.30 | S 367]S 3390 | S 40415 3899 | $ 44515 46.78 | $ 4981]S 5473 | $ 543]5S 64.04 | S 6.19
Commercial - Low w/ Irrig Meter S 1130 S 44915 33.90 | $ 4491]5S 3899 | S 49415 46.78 | S 5531]S$ 5473 | $ 6.03]15 64.04 | S 6.51
Commercial - Medium w/o Irrig Meter S 1130 S 4311]S 33.90 | $ 5301]5$ 3899 | $ 5.831]S 46.78 | S 6.53]15 5473 | $ 7.1215S 64.04 | S 8.12
Commercial - Medium w/ Irrig Meter S 1130 S 5.8915$ 33.90 | $ 5891S$ 3899 | $ 6.481S 46.78 | S 7.26 15 5473 | $ 7911S 64.04 | S 8.54
Commercial - High w/o Irrig Meter S 11.30( S 7.131S 3390 | $ 7.05]1$ 3899 | S 7.751S 46.78 | S 8.68]5S 5473 | $ 9.46]S 64.04 | S 10.79
Commercial - High w/ Irrig Meter S 1130 S 7.8315$ 33.90 | $ 7.831S 3899 | $ 86115 46.78 | S 9.65]S 5473 | $ 1051 ]S 64.04 | S 11.36
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Appendix A2 — Alternative Annual Revenue Adjustment — Adjusted Fixed Base Charge and Volumetric Charge Cost Allocations — Reduced Capital Improvement Program

Annual Revenue Adjustment FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024
Revenue Adjustment 0% 20% 15% 10% 10% 10%
Effective Month July November July July July July

Sewer Enterprise Fund Long Range Plan with Recommended Revenue Adjustments

FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024

Beginning Balance $ 25,209,009.82 | S 15,629,742.93 | S 6,243,563.25 | S 3,789,594.80 [ S 3,711,958.59 | S 4,044,462.17
Revenue

Non-Operating Revenue S 749,597.00 [ $ 1,074,705.00 [ S 1,074,705.00 | $ 1,074,705.00 | $ 1,074,705.00 [ $ 1,074,705.00

User Fees $ 18,880,984.82 | S 22,723,646.28 | S 26,048,912.55 | § 28,578,256.26 | S 31,376,762.07 | S 34,670,851.84
Total Revenue S 23,177,484.82 | S 23,798,351.28 | $ 27,123,617.55|$ 29,652,961.26 | S 32,451,467.07 | S 35,745,556.84
Operations Expenses

Salaries and Benefits S 4,318,970.00 | S 4,699,505.00 | $ 5,079,922.00 S 5,437,672.00 (S 5,794,395.00 | S 6,138,536.00

Materials, Service, and Supplies $ 3,626,850.00 | S 3,717,521.25|S$ 3,810,459.28 | § 3,905,720.76 [ S 4,003,363.78 | S  4,103,447.88

Capital Outlay S 23,600.00 | $ - S - S - S - S -

Metro and JPA Costs $ 13,560,000.00 | S 13,500,000.00 | $ 13,845,000.00 | $ 12,945,000.00 | S 14,579,000.00 | $ 15,016,370.00
Total Operations Expenses $ 21,529,420.00 | S 21,917,026.25 | $ 22,735,381.28 | § 22,288,392.76 | S 24,376,758.78 | S 25,258,353.88
Capital Improvement Program

Equipment Replacement S 722,877.00 | $ 150,000.00 | S 150,000.00 | S 150,000.00 | S 150,000.00 | S 150,000.00

Wastewater CIP $ 9,812,250.00 | S 6,025,300.00 | $ 6,100,000.00 | S 6,700,000.00 [ S 7,000,000.00 | S 9,500,000.00
Debt Repayments

Principal S 467,097.71 | S 415,943.40 | S 424,678.21 | S 433,596.46 | $ 442,701.98 | S 451,998.72

Interest S 125,107.00 | S 176,261.31 | S 167,526.50 | S 158,608.25 | S 149,502.73 | S 140,205.99

Alvarado S 100,000.00

Mission Gorge S 4,500,000.00
Total Expenses $ 32,756,751.71 | S 33,184,530.96 | $ 29,577,585.99 | § 29,730,597.47 | S 32,118,963.49 | S 35,500,558.59
Fund Balance Prior to Reserves $ 15,629,742.93 | S 6,243,563.25 | S 3,789,594.80 | § 3,711,958.59 | S 4,044,462.17 | S 4,289,460.42
Reserve Targets

Operations/Cash Flow and Capital

. S 3,539,082.74|S 3,602,798.84 | S 3,737,32295|S 3,663,84539 (S 4,007,138.43 | S 4,152,058.17

Expansion/Replacement Reserve

Metro Cash Flow S - s - | - 1S - s - S -

Emergency/Nat. Disaster S - $ - $ - $ - $ - $ -
Total Recommended Reserves $ 3,539,082.74 | S 3,602,798.84 | S 3,737,32295|S 3,663,84539 S 4,007,138.43 | S 4,152,058.17
Are Reserves Met? Yes Yes Yes Yes Yes Yes
Remaining Balance After Reserve Target | $ 12,090,660.19 | S 2,640,764.41 | $ 52,271.85 | S 48,113.20 | S 37,323.74 | $§ 137,402.25
(Use)/Replacement of Reserves S (9,579,266.89)[ S (9,386,179.68)| S (2,453,968.44)| S (77,636.21)| S 332,503.58 | S 244,998.25
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Recommended Annual Sewer Service Charges

Appendix A2 — Alternative Annual Revenue Adjustment — Adjusted Fixed Base Charge and Volumetric Charge Cost Allocations — Reduced Capital Improvement Program

User Class FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024
Volumetric Charge Volumetric Charge Volumetric Charge Volumetric Charge Volumetric Charge Volumetric

Base Charge (per hcf) Base Charge (per hcf) Base Charge (per hcf) Base Charge (per hcf) Base Charge (per hcf) Base Charge Charge (per hcf)
Residential:
Single Family S 565|8$ 4491]5S 15.82 | S 44915 1898 | § 5.07]$ 21.83 (S 548\ S 25.11 (S 5.921|5S 28.87 | S 6.38
Multi-Family/Condo w/o Irrig Meter S 5.65|8$ 3.92]s 15.82 | S 3.921|5S 18.98 | § 4431]5S 21.83 (S 4781]S 25.11 ]S 5.171S 2887 | S 5.57
Multi-Family/Condo w/ Irrig Meter S 565|8$ 4491]S 15.82 | S 44915 18.98 | § 5.07|$ 21.83 (S 548\ S 25.11 (S 5.921|5$ 28.87 [ S 6.38
Non-Residential:
Commercial - Low w/o Irrig Meter S 565|8$ 3.67]5S 2260 (S 40415 27.12 | S 45715 31.19 | S 493]S 3587 | S 533]5S 41.25 | S 6.06
Commercial - Low w/ Irrig Meter S 565|8$ 4491]5S 2260 S 44915 27.12 | S 5.07]$ 31.19 | S 548\ S 35.87 | S 5.921|5S 41.25 | $ 6.38
Commercial - Medium w/o Irrig Meter S 5.65|8$ 4311]5S 2260 (S 530S 27.12 | S 5.99]s 31.19 | S 6.47 1S 3587 | S 6.99]S 4125 S 7.95
Commercial - Medium w/ Irrig Meter S 565|8$ 5.89]5S 2260 (S 5.89]5$ 27.12 | S 6.66 ]S 31.19 | S 7.19]S 3587 | S 7.76|S 41.25 | S 8.36
Commercial - High w/o Irrig Meter S 565|8$ 7.13] S 2260 | S 7.05]$ 27.12 | S 7.96]|S 31.19 | S 860]S 35.87 | S 9.29] S 41.25 | $ 10.56
Commercial - High w/ Irrig Meter S 5.65|8$ 7.83]5S 2260 (S 7.83]5S 27.12 | S 8.85]S 31.19 | S 9.56|$ 3587 | S 10.32| S 41.25 | S 11.12
Septic Haulers S 7.04 S 7.87 S 8.89 S 9.60 S 10.37 S 11.18
User Class FY 2019 | FY 2020 FY 2021 | FY 2022 FY 2023 FY 2024

Volumetric Charge] Volumetric Charge Volumetric Chargel Volumetric Charge Volumetric Charge Volumetric

Base Charge (per hcf) Base Charge (per hcf) Base Charge (per hcf) Base Charge (per hcf) Base Charge (per hcf) Base Charge Charge (per hcf)
Residential:
Single Family S 11.30 | $ 4491]S 3164 (S 44915 3797 | $ 5.07]$ 4366 | S 548\ S 50.21 | S 5.921|5$ 57.74 | S 6.38
Multi-Family/Condo w/o Irrig Meter S 11.30 | $ 3.92|5S 3164 (S 3921|S 3797 | $ 4431]S 4366 | $ 47815 50.21 | S 517]5S 57.74 | S 5.57
Multi-Family/Condo w/ Irrig Meter S 1130 | $ 4491S 3164 | S 449158 3797 (s 5.071S 4366 | S 5.481S 50.21 | S 59215S 57.74 | S 6.38
Non-Residential:
Commercial - Low w/o Irrig Meter S 11.30 | $ 3.67]S 4520 | $ 404158 54.24 S 4571S 62.38| S 493(S 71.73 | S 5.33]5S 8249 (S 6.06
Commercial - Low w/ Irrig Meter S 11.30 | $ 4491]S 4520 | S 44915 5424 | S 5.07|$ 62.38 S 548\ S 7173 | S 5.921|5$ 8249 | S 6.38
Commercial - Medium w/o Irrig Meter S 11.30 | $ 4311]S 45201 $ 530S 5424 | S 5.99] S 62.38 | S 6.471|5S 7173 | $ 6.99] S 8249 | S 7.95
Commercial - Medium w/ Irrig Meter S 11.30 | $ 5.891]S 4520 | $ 5.891S 54.24 S 6.66 S 62.38| S 7.191S 71.73 | S 7.76 | $ 8249 (S 8.36
Commercial - High w/o Irrig Meter S 11.30 | $ 7.13]S 4520 | S 7.05|5$ 5424 | S 7.96|S 62.38 S 8.60]5S 7173 | S 9.29 ]S 8249 | S 10.56
Commercial - High w/ Irrig Meter S 1130 S 7.831S 4520 | $ 7.831]S 54.24 | $ 8851]S 62.38 | S 956 ]S 71.73 | $ 10.32] S 8249 | $ 11.12
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Appendix A3 — Alternative Annual Revenue Adjustment — Adjusted Fixed Base Charge and Volumetric Charge Cost Allocations — Optimal Capital Improvement Program

Annual Revenue Adjustment FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024
Revenue Adjustment 0% 30% 15% 10% 10% 10%
Effective Month July November July July July July
Sewer Enterprise Fund Long Range Plan with Recommended Revenue Adjustments
FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024
Beginning Balance S 25,209,009.82 | $ 15,629,742.93 | $ 8,142,368.54 | S 4,010,719.14 | S 3,725,190.38 | $ 4,219,973.31
Revenue
Non-Operating Revenue S 749,597.00 | S 1,074,705.00 | S 1,074,705.00 | $ 1,074,705.00 | $ 1,074,705.00 | $ 1,074,705.00
Proceeds S 3,546,903.00
User Fees $ 18,880,984.82 [ $ 24,622,451.57 | $ 28,271,231.60 | $ 31,070,363.71 | S 34,174,041.43 | S 37,643,975.31
Total Revenue S 23,177,484.82 | $ 25,697,156.57 [ $ 29,345,936.60 | S 32,145,068.71 | $ 35,248,746.43 [ $ 38,718,680.31
Operations Expenses
Salaries and Benefits S 4,318,970.00 | $ 4,699,505.00 | $ 5,079,922.00 | $ 5,437,672.00 | $ 5,794,395.00 | $ 6,138,536.00
Materials, Service, and Supplies S 3,626,850.00 | $ 3,717,521.25 | $ 3,810,459.28 | $ 3,905,720.76 | $ 4,003,363.78 | $ 4,103,447.88
Capital Outlay $ 23,600.00 | $ - S - S - $ - $ -
Other Financing Uses $ - S - s - ]S - s - s -
Metro and JPA Costs $ 13,560,000.00 [ $ 13,500,000.00 [ $ 13,845,000.00 [ $ 12,945,000.00 | $ 14,579,000.00 | $ 15,016,370.00
Additional Metro Costs S -
Total Operations Expenses $ 21,529,420.00 [ $ 21,917,026.25 S 22,735,381.28 | $ 22,288,392.76 | S  24,376,758.78 | S  25,258,353.88
Capital Improvement Program
Equipment Replacement S 722,877.00 | $ 150,000.00 | $ 150,000.00 | $ 150,000.00 | $ 150,000.00 | $ 150,000.00
Wastewater CIP S 9,812,250.00 | $ 6,025,300.00 | $ 10,000,000.00 | $ 9,400,000.00 | $ 9,635,000.00 | $ 9,875,875.00
1&1 Reduction Program S - S - S - S - S - S -
Debt Repayments
Mission Gorge
Principal S 467,097.71 | $ 415,943.40 | $ 424,678.21 | $ 433,596.46 | S 442,701.98 | $ 451,998.72
Interest S 125,107.00 | $ 176,261.31 [ $ 167,526.50 | $ 158,608.25 | $ 149,502.73 | $ 140,205.99
Alvarado S 100,000.00
Mission Gorge S 4,500,000.00
Total Expenses S 32,756,751.71 | $ 33,184,530.96 | $ 33,477,585.99 [ § 32,430,597.47 | $ 34,753,963.49 [ $ 35,876,433.59
Fund Balance Prior to Reserves S 15,629,742.93 | S 8,142,368.54 | S 4,010,719.14 | $ 3,725,190.38 | S 4,219,973.31 | $ 7,062,220.04
Reserve Targets
Operations/Cash Flow and Capital
P . / P S 3,539,082.74 | $ 3,602,798.84 | $ 3,737,322.95 | $ 3,663,845.39 | $ 4,007,138.43 | $ 4,152,058.17
Expansion/Replacement Reserve
Metro Cash Flow $ - $ - s - 1S - s - s -
Emergency/Nat. Disaster $ - S - | - S - ]S - s -
Capital Expansion Reserve $ - $ - $ - $ - $ - $ -
Capital Replacement Reserve $ - $ - S - $ - $ - $ -
Total Recommended Reserves S 3,539,082.74 | $ 3,602,798.84 | $ 3,737,322.95 | $ 3,663,845.39 | $ 4,007,138.43 | $ 4,152,058.17
Are Reserves Met? Yes Yes Yes Yes Yes Yes
Remaining Balance After Reserve Target | S 12,090,660.19 | $ 4,539,569.70 | $ 273,396.19 | $ 61,344.99 | S 212,834.88 | S 2,910,161.87
(Use)/Replacement of Reserves S (9,579,266.89)| $  (7,487,374.39)[ S  (4,131,649.39)( $ (285,528.76)| $ 494,782.94 | S 2,842,246.72
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Recommended Annual Sewer Service Charges

Appendix A3 — Alternative Annual Revenue Adjustment — Adjusted Fixed Base Charge and Volumetric Charge Cost Allocations — Optimal Capital Improvement Program

User Class FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024
Volumetric Charge Volumetric Charge Volumetric Charge Volumetric Charge Volumetric Charge Volumetric

Base Charge (per hcf) Base Charge (per hcf) Base Charge (per hcf) Base Charge (per hcf) Base Charge (per hcf) Base Charge Charge (per hcf)
Residential:
Single Family S 5.65|S 4.49\s 19.10 | S 471]5S 2292 |S 533]S 26.35 | S 575]S 3031 (S 6.21]S 34.85| S 6.65
Multi-Family/Condo w/o Irrig Meter S 5.65|S 3.921S 19.10 | S 41215 2292 | S 465]S 2635 |S 502 3031 (S 54315 3485 | S 5.80
Multi-Family/Condo w/ Irrig Meter S 5.65|S 4491]S 19.10 | $ 47115 2292 |S 533]s 2635 | S 5751S 3031 (S 6.21]s 3485 | S 6.65
Non-Residential:
Commercial - Low w/o Irrig Meter S 5.65|S 36715 27.12 | $ 42415 3254 |S 4791]s 3743 | $ 5.18 S 43.04 | $ 559]s 49.50 [ S 6.32
Commercial - Low w/ Irrig Meter S 565]|S 4491 S 27.12 | S 47118 3254 (S 5.33]¢ 3743 |S 57518S 43.04 | S 6.211]S 4950 1| $ 6.65
Commercial - Medium w/o Irrig Meter S 565 (S 431]S 27.12 | S 5571]S 3254 | S 6.291]5S 37.431|S 6.79] S 43.04 | S 73418 4950 | $ 8.29
Commercial - Medium w/ Irrig Meter S 5.65|S 58915 27.12 | $ 6.18] S 3254 |S 6.99]s 3743 | $ 7551 43.04 | $ 8.15]s 49.50 [ S 8.72
Commercial - High w/o Irrig Meter S 565]|S 7.131]5S 27.12 | S 7.4018S 3254 (S 83619 3743 |S 9.03]S 43.04 | S 9751 S 4950 1| $ 11.01
Commercial - High w/ Irrig Meter S 565 (S 7.831]S 27.12 | S 8.221]5S 3254 | S 9.291]S 37.431|S 10.03] S 43.04 | S 10.84 ] S 4950 | $ 11.59
Septic Haulers S 7.04 S 7.87 S 8.89 S 9.60 S 10.37 S 11.10
User Class FY 2019 FY 2020 FY 2021 FY 2022 FY 2023 FY 2024

Volumetric Charge Volumetric Charge Volumetric Charge Volumetric Charge Volumetric Charge Volumetric

Base Charge (per hcf) Base Charge (per hcf) Base Charge (per hcf) Base Charge (per hcf) Base Charge (per hcf) Base Charge Charge (per hcf)
Residential:
Single Family S 1130 S 4.4915s 38.19 | S 471]5S 4583 | $ 5.33]S 52.71|$ 575]S 60.61 | S 6.21]S 69.71 | S 6.65
Multi-Family/Condo w/o Irrig Meter S 1130 | S 392]s 38.19 | $ 41215 4583 S 465]s 52,71 | $ 502 60.61 | S 54315 69.71 | $ 5.80
Multi-Family/Condo w/ Irrig Meter S 1130 S 4.4915s 38.19 | S 471]5S 4583 | $ 5.33]5S 52.71|$ 575]1S 60.61 | S 6.21]S 69.71 | S 6.65
Non-Residential:
Commercial - Low w/o Irrig Meter S 1130 S 3.67]S 54.24 | S 42415 65.09 | S 47915 74.85 | $ 5.181S 86.08 | $ 5.59]5S 98.99 | S 6.32
Commercial - Low w/ Irrig Meter S 11.30 | S 449 1S 5424 | S 4711]S 65.09 | $ 5.331]S 74.85 | $ 5.75] S 86.08 | $ 6.211]S 98.99 | S 6.65
Commercial - Medium w/o Irrig Meter S 1130 | S 4311]S 54.24 | $ 55715 65.09 | S 6.29]s 74.85 | $ 6.79| S 86.08 | $ 73415 98.99 | $ 8.29
Commercial - Medium w/ Irrig Meter S 1130 S 5.89]S 54.24 | S 6.181]$ 65.09 | S 6.991]5$ 74.85 | S 755]S 86.08 | $ 8.15]S 98.99 | S 8.72
Commercial - High w/o Irrig Meter S 11.30 | S 7.131]S 5424 | S 7.40]1]$ 65.09 | $ 8.361]S 74.85 | $ 9.03]s 86.08 | $ 9.75] S 98.99 | S 11.01
Commercial - High w/ Irrig Meter S 1130 S 7.83]S 54.24 | S 8.221]S 65.09 | S 9.29] S 74.85 | $ 10.03 ]S 86.08 | S 10.84 ]| S 98.99 | 11.59
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