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AGENDA
CITY OF LINCOLN
CITY COUNCIL
AND
LINCOLN REDEVELOPMENT SUCCESSOR AGENCY
CLOSED SESSION - 4:30 PM
REGULAR MEETING - 6:00 PM
October 22, 2013

Mayor Stan Nader

Gabriel Hydrick, Mayor Pro Tem Paul Joiner, Council Member
Peter Gilbert, Council Member Spencer Short, Council Member

October 22, 2013

4:30 PM

City Hall - First Floor

City Manager’s Conference Room
600 Sixth Street

Lincoln, CA 95648

CLOSED SESSION:

A. Conference with Real Property Negotiators
Pursuant to Government Code § 54956.8
Property Description: 2275 Hwy 193, Lincoln, Lincoln, CA
APN: 031-272-023-000
City Negotiators: Jim Estep, City Manager
Mark Miller, Community Development Director
Negotiating Parties: Chris Steele, Andrew Sackheim — East Lincoln
Associates, LLC
Harry Elliot, Price Walker — Elliot Homes, Inc.
Under Negotiation: Price and Terms

B. Conference with Legal Counsel — Anticipated Litigation

Initiation of Litigation pursuant to Government Code § 54956.9(d)
(One Potential Case)

600 Sixth Streer * Lincoln, CA 95648 * www.cilincoln.ca.us * 916-434-2400
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City Council and Lincoln Redevelopment
Successor Agency Meeting

October 22, 2013

C. Conference with Legal Counsel — Anticipated Litigation

Live

Significant exposure to litigation pursuant to Government Code § 54956.9(b)

(One Potential Case)

D. Conference with Real Property Negotiators
Pursuant to Government Code § 54956.8

Property Description: Old City of Lincoln Wastewater Treatment Site

Life »

City Negotiators:

Negotiating Parties:

APNs: 021-262-006; 021-262-007; 021-262-010

and 021-262-012

Jim Estep, City Manager

Mark Miller, Public Services Director

Lewis Operating Corporation

Phil Rodriguez, VP Planned Community Development

E. Conference with Legal Counsel — Existing Litigation.
Government Code Section 54956.9(a).

Name of case: Western Placer Unified School District v. City of Lincoln, et al.,

Placer County Superior Court Case No. SCV0032309

REGULAR MEETING

1. CALLTO ORDER
2. ROLL CALL
3. PLEDGE OF ALLEGIANCE

4. INVOCATION -

600 Sixth Street « Lincoln, CA 95648 * www.ci.lincoln.ca.us *

October 22, 2013

6:00 PM

McBean Pavilion

65 McBean Park Drive
Lincoln, CA 95648

916-434-2400
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City Council and Lincoln Redevelopment
Successor Agency Meeting
October 22, 2013

5. PRESENTATIONS

A. Adopt and Present Proclamation 2013-04 Observing October As “Colonial
Heritage Month” — Mayor Nader

6. CONSENT AGENDA

NOTICE TO THE PUBLIC

All matters listed under the Consent Agenda are considered to be routine
and all will be enacted by one motion. There will be no separate discussion
of these items unless a member of the City Council or a citizen requests a
specific item to be removed from the Consent Agendua for separate action.
Any items removed will be considered after the motion.

6.1 CITY MANAGER’S DEPARTMENT

A. Approve Minutes of the October 8, 2013 Regular Meeting and October 15, 2013
Special Meeting.

B. Adopt Resolution 2013-218 receiving/filing the Warrants of October 11, 2013.

C. Approval by the Successor Agency to the Dissolved Redevelopment Agency of
the City of Lincoln Approving the Long Range Property Management Plan and
Forwarding to the Oversight Board for Approval. (aAmanda Norton)

D. Adopt Resolution 2013-219 Authorizing the City Manager to Make Changes to
the CalPERS Health Contract — Adjusting Employer Healthcare Contributions for
One Group. (Sheila Van Zandt)

E. Adopt Resolution 2013-220 Approving the Development Services Division
Manager Job Description; Resolution 2013-221 Approving the Public Services
Division Manager Job Description; and Resolution 2013-222 Approving the
Recreation Aide Job Description. (Sheila Van Zandt)

F. Adopt Resolution 2013-223 Recognizing Domenick Casper on Achieving Eagle
Scout and Resolution 2013-224 Recognizing Jethro Buys on Achieving Eagle
Scout. (Patricia Avila)

G. Adopt Resolution 2013-225 Approving Ratification and Amendment to Loan
Agreement between the City of Lincoln and the former Redevelopment Agency
of the City of Lincoln (1988 Loan); Successor Agency Resolution 2013-09S to the
Dissolved Redevelopment Agency of the City of Lincoln Approving Ratification
and Amendment to Loan Agreement between former Redevelopment Agency of
the City of Lincoln and the City of Lincoln (1988 Loan); and Resolution 2013-226
Approving Ratification and Amendment to Loan Agreement between the City of

GO0 Sixth Strect * Lancoln, CA 93648 * www.ci.lincoln.ca.us * 916-434-2400
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City Council and Lincoln Redevelopment
Successor Agency Meeting

October 22, 2013

Lincoln and the former Redevelopment Agency of the City of Lincoln (2010 Loan
Agreement); and Successor Agency Resolution 2013-10S to the Dissolved
Redevelopment Agency of the City of Lincoln Approving Ratification and
Amendment to Loan Agreement between former Redevelopment Agency of the
City of Lincoln and the City of Lincoln. (Amanda Norton)

6.2 ADMINISTRATIVE SERVICES DEPARTMENT

A. Adopt Resolution 2013-227 Authorizing the City Manager to Execute a Lease
Agreement with Auburn Ravine Ranch for Farm Management of City-operated
Effluent Reclamation Lands for a Ten-Year Term. (/ohn Lee)

B. Adopt Resolution 2013-228 Authorizing the City Manager to Execute a Contract

" for Services with Prodigy Electric and Resolution 2013-229 Authorizing the City
Manager to Execute a Contract for Services with KIPP Electric for Commercial
and Industrial Electrical Services, as needed when Equipment or Electrical
Services Fail. (John Lee)

C. Adopt Resolution 2013-230 Approving the Purchase and Sale Agreement
between the City of Lincoln and Premier United Communities LP for the
Approximately 13.74 Acres of Property Commonly Known as Lakeside 6, Unit 2
and Authorize the City Manager to Execute the Agreement. (Steve Ambrose)

6.3 COMMUNITY DEVELOPMENT DEPARTMENT

A. Adopt Resolution 2013-231 Appropriating $114,000 of Reimbursable Federal
Grant Funds from Fund 298 (FHWA/Caltrans CML5089(023); and Resolution
2013-232 Authorizing the City Manager to Execute a Contract for Services
Agreement with Mark Thomas & Company for Professional Engineering Services
in the amount of $113,944 for the Lincoln Blvd Phase 2 Project. (Ray Leftwich)

B. Adopt Resolution 2013-233 Authorizing the City Manager to Execute the Letter
of Agreement 13-02 between the City of Lincoln and the Placer County
Transportation Planning Agency (PCTPA) to Fund the Modification of the Draft

Airport Land Use Compatibility Plan (ALUCP) for the Lincoln Regional Airport.
(George Deliwo)

6.4 POLICE DEPARTMENT/FIRE DEPARTMENT
A. Update on Consolidated Public Safety Opportunities. (Rex Marks/Mike Davis)

G600 Sixeh Streee @ Lincoln, CA 95648 * www.cilincoln.ca.us = 916-434-2400
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City Council and Lincoln Redevelopment
Successor Agency Meeting

October 22, 2013

7. CITIZENS ADDRESSING THE COUNCIL

POLICY FOR CITIZENS ADDRESSING THE COUNCIL: As in the past, we will listen
respectfully to what any citizen addressing Council may have to say regarding
an item NOT scheduled on the posted agenda. However, those addressing the
Council will be limited to five (5) minutes, unless extended by the Mayor.
Comments from the audience WITHOUT coming to the podium will be
disregarded or ruled out of order. ALL comments/questions should be
addressed to the Mayor. In most cases, the City Council is prohibited from
discussing or taking action on any item not appearing on the posted agenda.
SPEAKER CARDS: If you wish to speak on ANY ITEM please complete a speaker
card (voluntary), located at the back of the room and deliver it to the City Clerk
prior to the meeting and/or discussion of the item. When your name is called,
stand to be recognized by the Mayor and then make your way to the podium.
As with all speakers, time will be limited to five (5) minutes, unless extended by
the Mayor.

8. STAFF REPORTS

8.1 ADMINISTRATIVE SERVICES DEPARTMENT

A. Waiver of Fees for Special Events

Recommendation:

-Allow for staff report.

-Adopt Resolution 2013-234 Approving the Special Events Permanent Fee
Waivers and Facility Rental Permanent Fee Waivers and Resolution 2013-235
Approving Events on Lincoln Boulevard and the Amendment to the Master Fee
Schedule. (Kristine Pelzman)

8.2 COMMUNITY DEVELOPMENT DEPARTMENT

A. Lincoln Meadows — Entitlements Request

Recommendation:

-Allow for staff report.

-Provide staff direction regarding a request to apply for development
entitlements concerning an area within the General Plan Village 2 Planning Area,
referred to as Lincoln Meadows. (Rod Campbell)

600 Sixth Street * Lincoln, CA 95648 * www.ci.lincoln.ca.us * 916-434-2400




- Live « Life « Lincoln » Live - Life - Lincoin. Live « Life - Lincola « Love « Life - Lincoin » Live - Life « Lincoln -

P = == T =T *

Page 6

City Council and Lincoln Redevelopment

Successor Agency Meeting .
October 22, 2013

B. Proposed Water and Wastewater Rate Adjustments

Recommendation:

-Allow for staff report. |

-Waive reading and adopt by title and number only Ordinance 869B Amending
Title 13 of the Lincoln Municipal Code Regarding Water and Wastewater
Regulations and Charges. (introduction/first reading) (Steve Ambrose)

9. PUBLIC HEARINGS - none
10. COUNCIL INITIATED BUSINESS
A. Other Business

11. COUNCIL COMMITTEE REPORTS

12. ADJOURNMENT

600 Sixth Street * Lincoln, CA 95648 < www.ci.lincoln.ca.us * 916-434-2400
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City Council and Lincoln Redevelopment
Successor Agency Meeting
October 22, 2013

NOTE: Materials related to an item on this Agenda submitted to the Council/Redevelopment
Agency after distribution of the agenda packet are available for public inspection in the City
Clerk’s office at 600 Sixth Street, Lincoln, CA during normal business hours. Such documents are
also available on the City of Lincoln’s website at www.ci.lincoln.ca.us subject to staff’s
availability to post the documents before the meeting.

In compliance with the American with Disabilities Act, the City will provide special assistance for
disabled members of the public. The meeting room is wheelchair accessible and disabled
parking is available. If you have a disability and need a disability-related modification or
accommodation to participate in the meeting, please contact the City Clerk’s Office at (916) 434-
2493. As a courtesy, please make every effort to inform the Clerk of your needs at least 24 hours
prior to the meeting so the City may make reasonable arrangements to ensure accessibility to
this meeting.

Pursuant to applicable laws and regulations, including without limitation, California Government
Code Section 65009 and/or California Public Resources Code Section 21177, if you wish to
challenge In court any of the above decisions {including any action regarding planning, zoning
and/or environmental decisions), you may be limited to raising only those issues you or
someone else raised at the public hearing(s) described in this notice/agenda, or in written
correspondence delivered to the City at, or prior to, the public hearing.

I HEREBY CERTIFY THE ATTACHED NOTICE WAS POSTED 72 HOURS PRIOR TO THE
SCHEDULED MEETING.

\/OW Q/‘/‘;(”‘ Dated: [O(3-13

PATRICIA AVILA, CITY CLERK

600 Sixth Streer * Lincoln, CA 95648 * www.ci.lincoln.ca.us * 916-434-2400
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MEMORANDUM
TO: City Council
FROM: Jim Estep, City Manager
PREPARED BY: Steve Ambrose, Financial Analyst
REVIEWED BY: Mark Miller, Community Development Director
LEGAL REVIEW: Jonathan P. Hobbs, City Attorney
DATE: October 22, 2013
ITEM: Introduce and waive the first reading of an

ordinance amending sections and adding sections
of Title 13 of the Municipal Code in regards to
water and wastewater services with an
implementation date of January 1, 2014.

RESOLUTION(s): No
ORDINANCE(s): Yes
RECOMMENDATION:

To introduce and waive the first reading of an ordinance amending sections and
adding sections of Title 13 of the Municipal Code in regards to water and
wastewater services with an implementation date of January 1, 2014.

BACKGROUND/ANALYSIS:

HF&H completed the rate studies for the City’s three utilities, which have been
reviewed and discussed by the Finance Committee during five separate
meetings and a special meeting of the City Council. Consistent with Proposition
218, a properly noticed public hearing was conducted at the October 8, 2013 City
Council meeting to address the proposed rates. Public comment was received at
the public hearing, which largely focused on the water rates.

At the conclusion of the October 8 public hearing, the City Clerk announced that
a majority protest against the water and wastewater rates had not been
achieved, as provided by Proposition 218, thereby providing the City Council with
the option to adopt the proposed rates. The City Council adopted the solid waste

$.28

600 Sixth Streer * Lincoln, CA 95648 *» www.ci.lincoln.ca.us * 916-434-2400



- Live « Life - Lincoln - Live - Life » Lincoin- Live - Life « Lincoln - Live « Life - Lincoln « Live - Life -*LLDCOH‘I .

AL,

rates by resolution. However, the City Council did not adopt the proposed water
or wastewater rates. Based on the public comment received and based on City
Council comments and questions, the City Council gave direction to staff to
provide additional information regarding the proposed water rates, and to re-
agendize the proposed water and wastewater rates and ordinance for the
October 22, 2013 City Council meeting.

Based upon the public comments received prior to and at the public hearing,
HF&H has revised its rate study to address specific concerns and questions,
provide further information and explanation, and includes minor language
changes at various sections of the rate study. (Attachment 1). The revised rate
study does not change the findings of the rate study, which determined that the
water fund is reaching critical funding levels and the City would become unable
to fund the necessary operating costs in the next few years without a rate
adjustment. Nor did the rate study change any of its conclusions on the
proposed rates. Rather, the revised rate study provides further information and
explanation to address comments raised by the public and the City Council.
Relative to the water rates, a summary of the further explanations in the revised
rate study is as follows:

o Provides further information and charts concerning revenue
requirements. (pp. 3-4).

¢ Provides further information about expenses for operation of the water
enterprise. (pp. 9-10).

e Removes a discussion of a contingency balance, as it is not applicable to
the proposed rates. The City is not seeking to establish a contingency
balance with the proposed rate structure. This discussion was previously
included for context and as an example of a rate structure component.
(pp. 11-12).

Provides further information concerning the cost of service. (pp. 13-15).
¢ Provides further information about the rate design, including tiering of
rates. (pp. 15-22).

A red-lined (track-changes) version of the revised rate study, indicating the
revisions, is attached as Attachment 2.

Wastewater

The wastewater rates for single-family residential customers and multi-family
residential customers are currently a flat monthly rate of $32.08 per Equivalent
Dwelling Unit (EDU) and are not proposed to change. The Industrial accounts will
continue to pay the $32.08 based on the calculated number of EDU’s as well.

Non-residential customers, other than industrial users, would pay a monthly
service charge of $32.08 for each account and a flow rate charge based on the
quantity of potable water delivered. The proposed rates include flow rates for

600 Sixth Streee * Lincoln, CA 95648 * www.ci.lincoln.ca.us * 916-434-2400
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average strength and for high strength users. High strength users would typically
be restaurants and groceries stores with food grinders.

Water

The public notice sent to customers provides information about the calculation
and amount of the fees. In addition to the public notice, the City has provided
information and tools on the City's website to assist customers in their
understanding and calculation of the proposed rates. As directed by the City
Council at the October 8, 2013 public hearing, staff has provided additional
information regarding the proposed water rates, which was posted in the City’s
web-site. (Attachment 3). The information provides further explanation
concerning the water fund balance, water revenue requirements, capital
replacement, and the City’s cost allocation for water services.

The additional information provided an annual summary of the projected water
fund activity as well as a five-year total. The projected accumulated balance of
the Capital Replacement Fund was also shown for the five-year study period.
The City also provides a further explanation of the cost allocation methodology.
This cost allocation expenditure represents the overhead and other charges
borne by other city departments to support the water enterprise. Stated
differently, if the water enterprise were a stand-alone entity, the water enterprise
would need to procure the support services necessary for its operation (e.g.
administrative, finance, legal, human resources, information technology, and
other support services). These services are provided by existing city
departments to efficiently support the water enterprise and other City functions,
and the cost of these support services is allocated to the water enterprise.

The proposed rates, which have not been increased since 2006, would fund the
projected costs to operate and maintain the water system and allow the City to
achieve its goal of providing a dependable water service. The largest cost for
water operations is the purchase of potable water from PCWA. The PCWA
purchases and the capital replacement funding are the two largest impacts to the
rates. It is important that the City address the long-term maintenance, repair and
replacement of the City’s $188 million dollar infrastructure. The proposed rates
have phased this critical funding component over the 5 year period, reaching the
full funding level in 2017.

Amendments and Additions to Title 13 of the Municipal Code

The water rates and wastewater rates are identified in Section 13.04.205 and
Section 13.12.110 respectively of Title 13 in the Municipal Code. In addition to
the proposed changes to the rates, staff is recommending approval and adoption
of several amendments and additions to Title 13. A “Summary of Ordinance
amending Title 13 of the Municipal Code” is attached as Attachment 4 and the
current ordinance with the proposed changes to the specific sections of Title 13
are part of the attached proposed ordinance. Note that the proposed ordinance

600 Sixth Street ¢ Lincoln, CA 95648 * www.ci.lincoln.ca.us * 916-434-2400
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presented now adds a severability clause at section 3 of the ordinance, which ' }g 4

provides that if any portion of the ordinance is found invalid, such invalidity will
not invalidate the entire ordinance. This type of severability clause is common
for ordinances impacting multiple topics, such as this one.

OPTIONS: The City Council may take the following action.

1. Introduce and waive the first reading of an
ordinance amending sections and adding sections
of Title 13 of the Municipal Code in regards to
water and wastewater rates with an effective date
of January 1, 2014.

2. Provide staff with additional direction

FISCAL IMPACT: Utility rate adjustments are necessary to fund the
City’s water and wastewater utility operations. Without
the appropriate adjustments the enterprise funds will
not generate sufficient revenues to fund the operating
costs.

RELATED ACTION(s): None.

STRATEGIC PLAN: The proposed rates support the City Council’'s
strategic plans in regards to (1) achieving financial
stability and sustainability, and (2) improve and
maintain infrastructure, facilities and equipment.

600 Sixth Street * Lincoln, CA 95648 « www.cilincoln.ca.us * 916-434-2400




ORDINANCE NO

AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF LINCOLN
AMENDING SECTIONS OF THE TITLE 13 — PUBLIC SERVICES OF THE LINCOLN
MUNICIPAL CODE REGARDING WATER AND WASTEWATER SERVICES

Whereas, there 1s a need to review and modify the water and wastewater fees charged
within the City of Lincoln, and

Whereas, a comprehensive rate study was completed by an independent consultant,
HF&H Company, to calculate the recommended rates (the “Rate Study™), and

Whereas, the City mailed notices to property owners and customers within the City
consistent with Califormia Constitution Article XIII D section 6, also commonly known as a
component of Proposition 218, notifying them of a public hearing to be held on October 8, 2013,
and the City has complied with all relevant provisions of law, including, without limitation,
California Constitution Article XIII D section 6

Whereas, on October 8, 2013 the City Council opened said public hearing at which time
the City Council heard objections and protests to the proposed water and wastewater rates,

Whereas, written protests against the proposed solid waste rates were not presented by a
majority of the property owners, as provided in California Constitution Article XIII D section 6
and the Proposition 218 Omnibus Implementation Act, Gov Code section 53750 et seq ,

Whereas, 1in conjunction with the adjustment of water and wastewater rates, additional
conforming changes to the City’s Municipal Code are appropriate

Now, therefore, be 1t resolved by the City Council of the City of Lincoln that

THE CITY COUNCIL OF THE CITY OF LINCOLN DOES HEREBY ORDAIN AS
FOLLOWS

Section 1 The Rate Study, with revisions, 1s hereby approved

Section 2 Specified sections of Chapter 13 04 of the Lincoln Municipal Code are
hereby amended to read as follows

Chapter 13 04

WATER
Sections
ARTICLE I SERVICE REGULATIONS GENERALLY

13 04 010 Purpose and intent

1304 015 Definitions

13 04 020 Service area

13 04 030 Supply source, quality, continuity




13 04 040

Classes of service

13 04 050 Service connection--Location
13 04 060 Service connection--Relocation
13 04 065 Ground wire attachments
13 04 070 Application for service
1304 075 Reapplication
1304 076 Establishment of water service connection
13 04 080 Application for water agency annexation
13 04 090 Interruption of service
1304 100 Right of entry for inspection
1304 110 Shutoff at customer request
1304 120 Reconnection after shutoff
1304 130 Temporary connection
13 04 140 Fire hydrants
13 04 150 Meter 1nstallation required
1304152 Meter Size Change
13 04 155 Meter accessibility
1304 158 Tampering charge
13 04 160 Water connection charge
ARTICLE II OUT-OF-TOWN SERVICE
1304170 Approvals required--Standard for approval
13 04 180 Use
1304 190 Continuity not guaranteed
ARTICLE 11l RATES AND BILLING
13 04 200 Rate classifications
13 04 202 Flat Rate water use rates
13 04 205 Metered water use rates
13 04 207 Water use rates for construction water
13 04 209 Water use rates--Outside the city
1304 210 Billing--Meter reading
13 04 220 Payment responsibility--Property owner defined
13 04 225 Due date
13 04 230 Delinquency
1304 232 Delinquent fees or charges
13 04 240 Shutoff for nonpayment
13 04 250 Reestablishing service after shutoff
13 04 255 Billing with other utilities
ARTICLE IV DELINQUENCY COLLECTION
13 04 260 General-taxes collection authorized
1304 270 Report to city clerk
13 04 280 Notice of hearing
13 04 290 Hearing




Applicable laws generally--Transfer or conveyance--Lien of encumbrancer

ARTICLE V CONNECTION FEES

ARTICLE VI CONSERVATION

ARTICLE VIII PROHIBITIONS AND VIOLATIONS

13 04 300 Report to county auditor
13 04 310 Parcels not on assessment roll
1304 320 Attachment of lien
13 04 330 Collection with general taxes
13 04 340
13 04 350 Compensation to county
13 04 355 Civil action
13 04 360 Established-- Apportionment--Purpose
13 04 362 Indoor Fire Sprinkler Requirement
13 04 370 Use of revenues
13 04 380 Other costs--Indemnification of city
13 04 390 Oversized-capacity rermbursement
13 04 400 Temporary-connection charges
13 04 405 Connection fee due for reapplication
1304 410 Condition of plumbing
13 04 420 Watering spray or nozzle required
13 04 430 Irrigation hours
13 04 440 Gross waste
ARTICLE VII WELLS
13 04 450 Permut requirements
13 04 460 Workman qualifications
13 04 470 Inspections
13 04 480 Protection from contamination--Surface-water diversion
13 04 490 Forced abandonment--Filling holes
13 04 499 Potable wells prohibited
13 04 500 Use 1n violation
13 04 510 Heating and cooling devices
13 04 520 Cross-connection and backflow prevention
13 04 530 Fluoridation
13 04 540 Penalties for violation

ARTICLE 1 SERVICE REGULATIONS GENERALLY




13 04 010 Purpose and intent The city council, 1 the interest of protecting the health,
safety and general welfare of the people of the city, adopts the ordinance codified 1n this chapter
to carry out the following purposes

A To supply treated water purchased from the Placer County Water Agency to users,

B To establish procedures for provision of water to residential, industrial and
commercial users within the city,

C To establish procedures for provision of water to certain limited users outside the city
but within Placer County Water Agency Zone No 1,

D To provide for the ongoing implementation of o metered rate system [ Deleted: conversion from a flat rate
(Ord 364B §1 1, 1979) system to

13 04 015 Definitions The meamings of terms used 1n this chapter are as follows

A ‘Director” means the City employee who 1s responsible for the management of
the department or division to which specific actions or approvals are required The director may

authorize designated City employees under his/her direction to act on his/her behalf

13 04 020 Service area

A The area in which service 1s or will be furmished by the city 1s that area lying within
the city limits, as such limits now prevail or may from time to time exist

B The city may provide water service to users outside the city If the proposed water
service will utilize water purchased from the Placer County Water Agency, an application for the
commencement of water service after May 3, 1977, outside of the city shall not be granted
without the written approval of the city council and without the written consent of the Placer
County Water Agency
(Ord 426B §1, 1984, Ord 364B §1 2, 1979)

13 04 030 Supply source, quality, continuity The city will exercise reasonable care to
deliver a continuous and sufficient supply of water at the proper pressure to avoid any shortage or
interruption 1n delivery _All customers shall be required to accept such conditions of pressure and
service as are provided by the distribution system at their point of connection and the city shall
not be liable for any damage arising from high or low pressures The water will meet all federal,
state and county minimum water-quality requirements for water for domestic use
(Ord 462B §2,1984 Ord 364B §1 3(A), 1979)

13 04 040 Classes of service Water service provided by the city will be classified as
follows
A Residential use
1 Flat-rate,
2 Metered,

B Non-Residential pse ___.-—‘Qeleted: Commercial/industnal

1 Flat-rate,
2 Metered
(Ord 364B §1 3(B), 1979)

13 04 050 Service connection--Location To be eligible for water service, the property to
which the service 1s to be extended must abut on a dedicated public easement 1n which a city
water main 1s constructed at a point immediately adjacent to the property, provided, however, that
if the preceding requirement 1s not met, the city engineer may authorize the extension of service 1f
the applicant for water service cannot dedicate a public easement 1n which an existing water main
1s constructed However, m the case of improvements nstalled pursuant to the subdivision




regulations, all improvements shall be the sole responsibility of the developer The size of the
service connections and pipes shall be determined by the city engineer
(Ord 364B §1 4(A), 1979)

13 04 060 Service connection--Relocation A service connection may be relocated by the
city at a customer's request, providing the relocation, 1n the judgment of the city engineer, is not
detrimental to the city's water system The cost of the relocation shall be paid by the customer
The cost shall be estimated by the city engineer and shall be paid in full prior to the performance
of the work Where a service connection is relocated for the convenience or protection of the city,
the relocation will be at the expense of the city
(Ord 364B §1 4(B), 1979)

13 04 065 Ground wire attachments The city 1s not responsible for providing an
electrical ground through the water service equipment Customers shall not attach any ground

wiring to plumbing which 1s or may be connected to city service equipment

13 04 070 Application for service A person desiring water service for any purpose from
the city shall apply at the office of the water department, and no person shall use any city water
without first making such an application The apphcation, which shall be on a form prescribed by
the city, shall set forth

A The address and, 1f necessary, the definite boundaries of the premises to be serviced,

B The purpose and use of the water, and

C Such other information considered proper by the city
(Ord 364B §1 5,1979)

13 04 075 Reapplication If a new water service connection 18 not established within one
hundred eighty (180) days of filing an application with the office of the building department
pursuant to Section 13 04 070, the person desiring water service must reapply at the office of the
building department 1n order to use any city water
(Ord 501B §1, 1988)

13 04 076 Establishment of water service connection New water service connection 18
deemed established when all structures to be constructed on the property for which water service
18 being requested have been supphied with cold running water
(Ord 551B §1, 1991 amended during 10/90 supplementation per city request, Ord 504B §1,
1988)

13 04 080 Application for water agency annexation Each applicant for water service to
property not within Placer County Water Agency Zone No 1 but within the city's boundaries as

County Water Agency shall apply to the Placer County Water Agency for annexation to Zone No
1 prior to submitting an application for water service to the city
(Ord 462B § 3, 1984 Ord 364B § 1 6,1979)

13 04 090 Interruption of service In case of fire, or alarm of fire, or in making reparrs, or
1n constructing new work, or when required by the necessities of the service of the city, the city
may shut off water from any customer or number of customers without notice for as long as 1s
necessary, and the city shall not be liable for damage resulting from such discontinuance
(Ord 364B §17,1979)

Deleted: the effective date of the
ordmnance codified n this chapter

J




13 04 100 Rught of entry for inspection Any authorized agent or employee of the city,
with the consent of the owner, occupant or consumer, or pursuant to court order, shall be allowed
free access at any reasonable hour to any premises where water 1s served for the purpose of
inspecting the condition of the water pipes or service or for the purpose of establishing the rate to

l be charged, _______________________ e ——{ Deleted: under the provisions of
(Ord 364B § 1 8,1979) Resolution 79-64

13 04 110 Shutoff at customer request Any person who desires to discontinue water
service shall submit a request in writing or 1 person at the office of the water department not less
| than two (2) working days before the date on which discontinuance 1s desired The request shall
contain the date upon which water service 1s to be discontinued and a forwarding address for the
customer Water service may be discontinued only on ordinary working days No service may be
| discontinued for a period of less than thirty (30) days
(Ord 364B § 1 9(A), 1979)

13 04 120 Reconnection after shutoff Water shall not be restored to any premises after
service has been discontinued until payment of all arrearages
(Ord 364B § 1 9(B), 1979)

13 04 130 Temporary connection Whenever possible, all water furnished through a
temporary service connection shall be metered A permit for a temporary service connection 1s
] valid for a period not more than sixty (60) days after installation The city may extend the permit
upon request The temporary service shall be discontinued and dismantled or removed upon
termination of the permit period or completion of use
(Ord 364B § 110, 1979)

13 04 140 Fire hydrants

A Use Fire hydrants are for use by the organized fire protection agencies and by the
water department Other parties, including contractors, desirmg to use fire hydrants for any
purpose must first obtain a temporary permit in accord with this article prior to use and shall
operate the hydrant 1n accordance with instructions 1ssued by the water department and pay all
required fees and charges

B Obstructions It 1s unlawful for any person to blockade or obstruct any fire hydrants of
the city mn such a manner that 1t would be difficult or impossible to attach a fire engine hose
thereto

C Permits An applicant for a permit to use a public fire hydrant shall pay a permit fee at
the time of application In addition, a weekly use fee (for each week a hydrant 1s used, or portion
thereof) shall be paid by the applicant
(Ord 364B § 111, 1979)

13 04 150 Meter installation required

| A No tentative map shall be approved after September 30, 1979, unless, as a condition of .- —Fleted: the effective date of the
approval, water meters are installed and dedicated to the city as part of the subdivision's ordinance codified n this chapter
improvements
B Building permits and construction permits for any construction started after September
30, 1979 will be conditioned upon the installation of a watermeter [ Deleted: the effective date of the
C All new commercial and industrial applicants for water service shall provide ordmance codified in this chapter
appropnately sized water meters as determined by the director, The City reserves therightto .| Deleted: public
review the anticipated water demands based upon type of service, number of fixtures, irrigation, { Deleted: works superintendent

and all other factors affecting water use, and the right to require larger service connection or
meter 1f anticipated demands exceed the capacity of the meter size requested




D The director, may place meters upon any service connection and thereafter charge the ___—-—{Deleted' public

\‘{ Deleted: works supermtendent

consumption of water for the particular service requires metering The expense of such

general service metered rate when the director, determines, 1n his discretion, that the high
“{ Deleted: publ
nstallation shall be charged to the consumer Upon application, any consumer may request the N { e
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installation of a meter at the consumer's expense, and after such 1nstallation, the consumer shall
be charged the approprate metered water rate
(Ord 364B §112,1979)

13 04 152 Meter Size Change Any customer desiring to change the size of any meter that
has been nstalled shall make application to the City for such change

A_Increase 1n meter size — The applicant shall pay the apphcable fee for the new larger
meter and if the change necessitates, 1n the City’s judgment, a larger service connection, the
applicant shall pay all costs associated with the nstallation of the new service connection

B_Reduction 1n meter size — The apphicant shall provide the City with documentation as
deemed necessary by the City to recognize the permanent relinquishment of water capacity to the
City The Caty shall not be obligated to retmburse the applicant for any water connection fees
related to the relinquishment of the water capacity The relinquishment shall permanently transfer
the water capacity to the City and the City shall be allowed to sell such capacity to other water

customers The proceeds of such sale of water capacity 1n the form of water connection fees shall
be used by the City at its sole discretion

13 04 155 Meter accessibility, It is the customer’s responsibility to ensure accessibility to
the meter at all times When a meter cannot be read because of an obstruction, the customer will
be notified and shall correct the condition(s) Failure to remove the obstruction within 30 days

after notification shall result in the disconnection of service All fees applicable to the
disconnection shall be applied to the customer’s account This is the customer’s responsibility

13 04 158 Tampering charge Facility tampering includes, but 1s not limited to,
mterference with a meter, meter box, or locking mechanism, or unauthorized reconnection of a

meter, or unauthorized use of water or damage to a fire hydrant Additionally, any City facilities
that have been damaged or altered will be billed for time and materials The tampering charge

shall be two hundred and fifty dollars ($250 00) per occurrence, and upon the third occurrence the
City may remove the meter and lock the service

13 04 160 Water connection charge The basic connection unit charge for water for
residential and non-residential shall be five thousand five hundred and fifty-eight dollars
($5,558 00) per equivalent dwelling umt (EDU) One water connection EDU 1s equal to one
thousand one hundred and fifty (1,150) gallons per day

The Water connection charge set forth herein shall be subject to an annual adjustment up to the
change 1 the San Francisco Construction Cost Index (CCl) as reported by the Engineering News
Record (ENR) for the twelve month period begiming March 1% as determimed by resolution of
the City Council The annual adjustments shall be effective each May 1%, beginning n the year
2013

(Ord 862B §2,2012 Ord 811B § 1 (part), 2006 Ord 725B § 1, 2002 Ord 710B § 12, 2001
Ord 364B § 113, 1979)

ARTICLE I OUT-OF-TOWN SERVICE



13 04 170 Approvals required--Standard for approval Any application for use of water
outside the city after the effective date of the ordinance codified n this chapter shall not be
granted without written approval by the city council If the proposed water service will uttlize
water purchased from the Placer County Water Agency, the applicant shail also obtain the written
consent of the Placer County Water Agency The city council shall approve the furnishing of city
water to users outside the city only 1f 1t finds that the provision of such service will not interfere
with proper service to water users within the city, that the provision of such service is
economically feasible, that all plumbing and service connections are adequate to prevent
backflow and, in the case of water services that will utilize water purchased from the Placer
County Water Agency that such property has been annexed to Placer County Water Agency that
Zone No 1 The Placer County Water Agency shall only refuse to consent to an application upon
the grounds that there 1s insufficient water or capacity 1n the agency’s facilities to serve the area
outside the present city boundaries
(Ord 462B § 4, 1984 Ord 364B §2 1, 1979)

13 04 180 Use No water shall be furnished outside the city boundanes for other than
domestic and ordinary commercial uses
(Ord 364B § 22, 1979)

13 04 190 Continuity not guaranteed The city does not guarantee continuity of service or
adequate pressure to users of water located outside the city The city may discontinue service to
any user outside the city 1f the city council determines that the discontinuance of such service 1s
necessary to assure adequate water service to users within the city or that the continuation of the
service 1s no longer economically feasible
(Ord 364B § 2 3, 1979)

ARTICLE lII RATES AND BILLING

13 04 200 Rate classifications
A The city will operate and maintain 1ts water systems in an efficient and economical
manner to distribute and supply water as fairly and equatably as possible The charges to be made

for service will be set at rates no higher than necessary to enable the city to recover all costs of
distnbuting and supplying water and shall include any costsfor,
1 Purchasing, pumping, transmitting, and distributing water,
2 Customer Service,
3 Administration
4 Qverhead
5 Debt Service, and
6 Renewal and replacements of facilities

B Water user rates shall be of two types, flat rate and metered rate, and shall be set by
the city council, as provided in this chapter

C Dafferent rates shall be established for water service outside the city but within Placer
County Water Agency Zone No 1
(Ord 759B § 1, 2004 Ord 364B § 31, 1979)

'

13 04 202 Flat water use rates_The monthly charge for flat rate water use shall be

Customer Class  1/1/2014 _7/1/2014 7/1/2015 7/1/2016 7/1/2017
Residential $ 3419 § 3931 $ 4520 $ 5018 § 5568
Non-Residential _ $§ 3757 § 4316 $ 4967 $ 5515 $ 6127

-1 Deleted: 1t 1s the mtent and policy of
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Meter Service Charges

Meter Size 1/1/2014 7/1/2014 7/1/2015 7/1/2016 7/1/2017
Y $ 2340 $ 26091 $ 3095 $ 3435 $ 3813
1? $§ 3510 $_ 4037 $ 4642 $ 5153 $ 5720

1% $ 11701 $ 13456 $ 15475 $ 11177 $ 19066
2” $ 18721 $ 21530 $ 24760 $ 27483 $ 30506
3” $ 37443 $ 43059 $ 49518 $ 54965 $ 61012
4” $ 58505 $ 67280 $ 77372 $ 85883 $ 95330
8” $1.664 10 $1.913 72 $2.200 78 $2.442 87 $2.711 58

Volumetric Charges

Schedule SFR-1
Single-Family Residential, All except Verdera Villages 13-17, 19 & 20
Rates per each 1,000 Gallons

Gallons per Month Jan 1,2014 | July1,2014 | July 1, 2015 | July 1,2016 | July 1, 2017
Tier 1 0 to 5,000 $ 109]$% 125|§% 14418 1608 178
Tier 2 5,001 o 14,000 $ 1781 8% 2051% 23518 261($ 290
Tier 3 14,001 to 21,000 $ 2971% 34218 393]8% 436 % 484
Ter 4 21,001 to 35,000 $ 54418 6268 719($ 79918 8 86
Tier 5 over 35,000 $ 80518 900($ 10071 % 11011% 12 04

Schedule SFR-2
ngle-Family Residential, Verdera Village 20

S

Rates per each 1,000 Gallons

Gallons per Month Jan 12014 July 1 2014 July 1 2015 July 1 2016 July 1 2017
Tier 1 0 to 5,000 $ 109($ 1251% 144 1% 160] % 178
Tier 2 5,001 to 14,000 3 1781 $ 20518 23518 26119 290
Tier 3 14,001 to 21,000 $ 29719% 3421 % 39318 4361 9% 484
Tier 4 21,001 to 53,000 $ 5441 % 62618 7191 % 79918 8 86
Tier 5 over 53,000 $ 805|% 9008 10071$ 11011{8% 12 04




Schedule SFR-3

Single-Family Residential, Verdera Villages 13-17, 19

Rates per each 1,000 Gallons

Gallons per Month Jan 12014 | July 12014 | July12015 | July 12016 | July 12017
Tier 1 0 to 5,000 $ 10018 12518 14418 16018 178
Tier 2 5,001 to 14,000 $ 17818 205|% 23518 261(8 290
Tier 3 14,001 to 21,000 $ 297($ 34218 393(% 4368 484
Tier 4 21,001 to 88 000 3 5448 6268 71918 7998 8 86
Tier 5 over 88,000 $ 805]$ 90018 1007 |8 110118 12 04
Schedule MFR-1
Multi-Family Residential - 3/4" meter
Rates per each 1,000 Gallons
Gallons per Month Jan 1,2014 | July 1, 2014 | July 11,2015 | July1, 2016 | July 1, 2017
Tier 1 0 to 5,000 $ 109]8% 12518 14419 160]8% 178
Tier 2 5,001 to 14,000 $ 17818 2051% 23518 2611]% 290
Tier 3 14,001 to 21,000 $ 29718 34218 39318 4361% 484
Tier 4 21,001 to 35,000 $ 5441 8% 626198 71918 79918 8 86
Tier 5 over 35,000 $ 805]% 900]$ 100718 11011% 12 04
Schedule MFR-2
Multi-Family Residential - 1" meter
Rates per each 1,000 Gallons
Gallons per Month Jan 1,2014 | July 1,2014 | July 1, 2015 | July 1, 2016 | July 1, 2017
Tier 1 0 to 5,000 $ 109]% 125]% 14418 160§ 178
Tier 2 5,001 to 14,000 $ 1781 8% 20518 23518 26119 290
Tier 3 14,001 to 21,000 $ 2971% 34218 3938 436 9% 484
Tier 4 21,001 to 88,000 $ 5441 % 62698 7191 $% 79918 8 86
Tier 5 over 88,000 $ 805]% 900 (% 1007 ] $ 1101($ 1204
Schedule MFR-3
Multi-Family Residential - 1 1/2" meter
Rates per each 1,000 Gallons
Gallons per Month Jan 1,2014 | July 1, 2014 | July 1,2015 | July 1, 2016 | July 1, 2017
Tier 1 0to 5,000 $ 109(8% 125(8 1441 % 160[8 178
Tier 2 5,001 to 14 000 $ 17818 205|% 23519 2618 290
Tier 3 14,001 to 21 000 $ 29718 342]% 393|8% 436 % 484
Tier 4 21,001 to 175,000 $ 54418 62689 71918 79918 8 86
Tier § over 175,000 $ 805]% 900 (8% 1007 | $ 11018 12 04




Schedule MFR-4

Multi-Family Residential - 2" meter

Rates per each 1,000 Gallons

Gallons per Month Jan 1,2014 | July 1, 2014 | July 1,2015 | July 1, 2016 | July 1, 2017
Tier1 0105000 $ 1098 125|% 144 % 1608 178
Tier 2 5,001 to 14,000 $ 17818 2051% 23518 2611% 290
Tier 3 14,001 to 21,000 $ 297 (% 342|% 393[% 436($ 484
Tier 4 21,001 to 280,000 $ 544189 6261 9% 71918 79918 8 86
Tier 5 over 280,000 $ 805]% 9008 100719% 10118 12 04
Schedule MFR-5
Multi-Family Residential - 3" meter
Rates per each 1,000 Gallons
Gallons per Month Jan 1,2014 | July 1, 2014 | July 1,2015 | July 1, 2016 | July 1, 2017
Tier 1 0 to 5,000 $ 1098 125|8 14418 160(8 178
Tier 2 5,001 to 14,000 $ 178158 20518 235(% 26118 290
Tier 3 14,001 to 21,000 3 2971% 3421% 39318 43618 484
Tier 4 21,001 to 560,000 $ 54418 626 % 7191% 799(8% 8 86
Tier 5 over 560,000 $ 805(% 9001$ 1007 $ 101§ 8% 12 04
Schedule MFR-6
Multi-Family Residential - 4" meter
Rates per each 1,000 Gallons
Gallons per Month Jan 1,2014 | July 1, 2014 | July 1,2015 | July 1, 2016 | July 1, 2017
Tier 1 0 to 5,000 $ 1098 125|8 144 1% 1608 178
Tier 2 5,001 to 14,000 $ 178(8% 205|% 23518 2611% 2 90
Tier 3 14,001 to 21,000 $ 2971% 342]% 393|% 43619% 484
Tier 4 21,001 to 875,000 $ 54418 626]9$ 71918 799($ 886
Tier 5 over 875,000 $ 805[% 900($ 1007($ 11018 1204
Schedule MFR-7
Multi-Family Residential - 6" meter
Rates per each 1,000 Gallons
Gallons per Month Jan 1,2014 | July1, 2014 | July 1,2015 | July 1, 2016 | July 1, 2017
Tier 1 010 5,000 $ 10918 1251% 14418 16019 178
Tier 2 5,001 to 14,000 $ 1781 $ 20518 23518 2618 290
Tier 3 14,001 to 21,000 $ 29718 3428 393(% 4368 484
Tier 4 21,001 to 1,750,000 $ 5443 626(% 719($ 7998 886
Tier 5 over 1,750,000 $ 805(% 900($ 1007 ($ 1018 1204




Schedule NR-1

Non-Residential - 3/4" meter

Rates per each 1,000 Gallons

Gallons per Month Jan 1, 2014 | July 1,2014 | July1,2015 | July 1, 2016 | July 1, 2017
Tier 1 0 to 35,000 $ 1098 12518 14418 1608 178
Tier 2 35,001 to 88,000 $ 43918 4798 5231% 563]% 607
Tier 3 88 001 to 175,000 $ 55819% 616 % 68118 738(8% 801
Tier 4 Over 175,000 $ 66919% 7438 8281% 90118 982
Tier 5
Schedule NR-2
Non-Residential - 1" meter
Rates per each 1,000 Gallons
Gallons per Month Jan 1,2014 | July1, 2014 | July 1, 2015 | July1,2016 | July 1, 2017
Tier 1 0 to 35,000 $ 10918 12518 1441 % 16018 178
Tier 2 35,001 to 88,000 $ 1781 % 2051% 23518 26118% 290
Tier 3 88,001 to 175 000 3 5581% 616] % 6818 7381% 8 01
Tier 4 Over 175,000 $ 669 (9% 743($ 828|% 9011]8% 982
Tier 5
Schedule NR-3
Non-Residential - 1 1/2" meter
Rates per each 1,000 Gallons
Gallons per Month Jan 1,2014 | July1, 2014 | July 1, 2015 | July 41,2016 | July1, 2017
Tier 1 0 to 35,000 $ 10918 1251% 1441 9% 160 % 178
Tier 2 35,001 to 88,000 $ 17818 2051% 2351% 2611 % 290
Tier 3 88,001 to 175,000 3 29718 3421% 393|% 436 9% 484
Tier 4 Over 175,000 $ 6698 74318 8271]% 90119 982
Tier §
Schedule NR-4
Non-Residential - 2" meter
Rates per each 1,000 Gallons
Gallons per Month Jan 1,2014 | July 1, 2014 | July1,2015 | July1, 2016 | July 1, 2017
Tier 4 0 to 35,000 $ 1091% 125|8% 144 1% 160]9% 178
Tier 2 35,001 to 88,000 $ 1781 % 205(% 235(% 26119 290
Ter 3 88,001 to 175,000 $ 2978 342(% 393]% 436 % 484
Tier 4 175,001 to 280 000 $ 4088 4691% 54019 599 (8 6 65
Tier 5 QOver 280,000 $ 669]8% 7431% 8271% 901 (8 982




Schedule NR-5

Non-Residential - 3" meter

Rates per each 1,000 Gallons

Gallons per Month Jan 1, 2014 | July1,2014 | July 1,2015 | July 1,2016 | July 1, 2017
Tier 1 0 to 35,000 $ 109($ 125( 8 1448 1601$ 178
Tier 2 35,001 to 88,000 $ 1781 % 205(% 235]0% 261($ 290
Tier 3 88,001 to 175,000 $ 2971% 3428 39318 4368 484
Tier 4 175,001 to 560,000 $ 408|8% 4691% 5401% 5991% 6 65
Tier 5 Over 560,000 $ 669]8% 743($ 8278 901(s 982
Schedule NR-6
Non-Residential - 4" meter
Rates per each 1,000 Gallons
Gallons per Month Jan 1,2014 | July1, 2014 { July 1, 2015 | July1, 2016 | July 1, 2017
Tier 1 0 to 35,000 $ 10918% 12518 1441% 160} 9% 178
Tier 2 35,001 to 88 000 $ 17818 2051% 23508 2611(8% 290
Tier 3 88,001 to 175,000 $ 2971% 34218 39318 4361 9% 484
Tier 4 175,001 to 875,000 $ 40818 4691% 5401 9% 59918 6 65
Ter § Over 875,000 $ 669]8% 7431% 827|% 901 $ 982
Schedule NR-7
Non-Residential - 6" meter
Rates per each 1,000 Gallons
Gallons per Month Jan 1,2014 | July1, 2014 | July 1, 2015 | July 1,2016 | July 1, 2017
Tier 1 0 to 35,000 $ 10919 12518 14418 1608 178
Tier 2 35,001 to 88,000 $ 1788 20518 235]% 261)% 290
Ter 3 88,001 to 175,000 $ 29718 342]% 393|% 4368 4 84
Tier 4 175,001 to 1,750,000 $ 408|9% 4698 540 % 59919 6 65
Tier 5 Over 1,750,000 $ 669]|% 74319 82719 9011% 982
Schedule NR-8
Non-Residential - 8" meter
Rates per each 1,000 Gallons
Gallons per Month Jan 1,2014 | July 1, 2014 | July 1,2015 | July1, 2016 | July 1, 2017
Tier 1 0 to 35,000 $ 109]8 1251 % 1441 % 16018 178
Tier 2 35 001 to 88,000 $ 1781% 205 % 235(% 261($ 290
Tier 3 88,001 to 175,000 $ 29718 342]% 393]8 436 8% 484
Tier 4 175,001 to 2,485,000 $ 408($ 469|% 540|% 509(% 6 65
Tier 5 Over 2,485,000 $ 6698 74319 827]% 901($ 982




(Ord 801B § 1,2006 Ord 759B § 2, 2004 Ord 727B § 1,2003 Ord 712B § 1,2002 Ord
694B § 1, 2001)

13 04 207 Water use rates for construction water It 1s recognized that the costs of
administering construction water meters, for taking readings on construction water consumption
and for hilling 1s hgher for construction water services The gharge for each one-thousand gallons

(Ord B801B § 2,2006 Ord 768B § 1, 2004)

13 04 209 Water use rates--Outside the city The monthly charge for water use outside

the city shall be the same rates for customers by class and meter size withinghecity .
(Ord 801B § 3,2006 Ord 768B § 2, 2004)

13 04 210 Balling--Meter reading

A Flat-rate accounts for each month are due and payable between the first and the
twelfth of the month and are payable at the office of the water department

B Metered accounts shall be billed periodically and meters shall be read as nearly as
possible at regular intervals, and service bills are due and payable for the preceding period for
which the meter has been read Meters will be read as required for closing bills Each meter on a
customer's premises will be billed separately and the readings of two or more meters will not be
combined unless for water system operating convenience or necessity two or more meters are
mstalled 1n place of one
(Ord 364B § 3 2, 1979)

13 04 220 Payment responsibility--Property owner defined

A The customer shall be responsible for prompt payment of all fees and charges
However, the property owner shall bear the final responsibility for payment in the event the
customer fails to make prompt payment

B As used in this article and Article IV, "property owner" means the person to which the
property was assessed on the last equalized assessment roll of the county
(Ord 408B § 1, 1982 Ord 364B §325,1979)

13 04 225 Due date Charges for service shall be due and payable on the first day
following the month or other established billing period such services were used unless otherwise
provided
(Ord 508B § 4, 1988)

13 04 230 Delinquency All fees or charges which are not paid on or before the thirtieth
day following the date such charges were due and payable are delinquent and a penalty of ten
percent of the charge shall be imposed on the thirtieth day following the date such charge was due
and payable In addition, a penalty of one-half of one percent per month of the basic charge plus
the ten percent penalty shall be imposed on the sixtieth day following the date such charge was
due and payable and on each thirtieth day thereafter until there 1s payment in full of the charge
plus all penalties Penalties imposed pursuant to this section shall be billed and collected 1n the
same manner as other fees and charges imposed pursuant to this chapter
(Ord 482B § 5, 1986 Ord 408B § 2, 1982 Ord 364B § 3 3, 1979)

13 04 232 Delinquent fees or charges Delinquent fees or charges which remain unpaid
for a period of sixty or more days after the date upon which they were billed shall become a lien
upon the property and may be subject to collection pursuant to the procedures set forth in Article
TV of this chapter In addition, water service and other city utility services at the service location

Y
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may be termnated for nonpayment pursuant to Section 13 04 240 and Section 13 14 020 Ifa
customer receives service at more than one service location and the bill for anyone of that
customer's accounts becomes delinquent, charges for services at all other locations may also be
collected pursuant to the procedures set forth in Article IV

(Ord 482B § 6, 1986)

13 04 240 Shutoff for nonpayment

A In addition to all other remedies which the city may have for the collection of
delinquent water service charges, the city may terminate water service for nonpayment of a
delinquent account

B At least fifteen calendar days prior to the proposed termination, the city shall give
notice of the delinquency and the impending termination by first-class mail to the customer to
whom the water service 1s billed and the property owner Notice to the property owner shall be
sent to the address shown on the last equalized assessment roll of the county

C Any customer who has mnitiated a complaint or requested a hearing within five days of
recerving the notice of termination 'shall be given an opportunity for review of such complaint by
the city manager or his designated representative

D The city shall not terminate water service during the pendency of an investigation or
review of a customer dispute or complaint or prior to any hearing mitiated pursuant to this
section

E The city manager 1s authorized to resolve complaints or disputes nitiated pursuant to
this section
(Ord 578B §1, 1992 Ord 402B §3, 1982 Ord 364B §3 4 5, 1979)

13 04 250 Reestablishing service after shutoff

A Water services discontinued because of delinquency 1n payment or upon the
customer's request shall not be reestablished until all fees and charges, together with a service
charge, have been paid In case of delinquent payment, a cash deposit may be required by the city
as a condition to reestablishment of service

B In the event service 1s discontinued for delinquency in payment and service 1s resumed
without authorization, the city may discontinue the water service and may charge and collect a
penalty for each occurrence 1n addition to such other amount which may be due from the
customer Such charges shall be paid before service 1s reestabhished
(Ord 364B §3 4, 1979)

13 04 255 Billing with other utilittes The city council may provide that fees and charges
for water service pursuant to this chapter shall be collected with the rates and charges for any
other utility services furnished by the city and that any or all such charges may be itemized and
billed with the same bill and collected as one item
(Ord 482B §7, 1986)

ARTICLE 1V DELINQUENCY COLLECTION

13 04 260 General-taxes collection authorized All delinquent water-service charges
which have accrued, together with interest or penalties thereon, and service charges at other
locations as provided 1n Section 13 04 230 may be collected on a secured tax roll, 1n the same
manner and at the same time as general property taxes, provided that this section shall not be
construed to prohibit the city from collecting any and all of the charges 1n any other manner
provided by ordinance or law



(Ord 408B §4(part), 1982 Ord 364B §3 5, 1979)

13 04 270 Report to city clerk A written report containing a description of each parcel of
real property receiving services and facilities and the amount of the delinquent water-service
charges for each parcel computed 1n conformity with the provisions of this chapter shall be
prepared and filed with the city clerk The real property may be described by reference to the
county assessor's maps or by such other reference sufficient to identify the property affected
(Ord 408B §4(part), 1982 Ord 364B §3 6, 1979)

13 04 280 Notice of hearing The city clerk shall cause notice of the filing of the report
and notice of the time and place of the hearing thereon by the city council to be published once a
week for two successive weeks prior to the date set for hearing in the News-Messenger, a
newspaper of general circulation within the city Prior to collection of charges on the tax roll, the
city clerk shall mail written notice of the filing of the report and of the time and place of hearing
thereon to each person to whom any part or parcel of real property described n the report was
assessed on the last equalized assessment roll Notice shall be mailed to the address shown on the
roll
(Ord 408B §4 (part), 1982 Ord 364B §3 7, 1979)

13 04 290 Hearing At the hearing provided for in Section 13 04 280, the city council
shall hear any objections or protests by landowners hable to be assessed for delinquent fees The
council may make such revisions or corrections to the report as 1t deems just, after which, by
resolution, the report shall be confirmed
(Ord 408B §4 (part), 1982 Ord 364B §3 8, 1979)

13 04 300 Report to county auditor On or before August 10th 1n each year following the
final determination and confirmation of the report by the city council, the city clerk shall file with
the county auditor a copy of the report with a statement endorsed thereon over the city clerk's
stgnature that 1t has been finally adopted by the city council, and the auditor shall enter the
amounts of the delinquent fees as special assessments against the respective lots or parcels of land
as they appear on the current assessment roll Where any such lots are outside the boundaries of
the city, they shall be added to the assessment roll of the city for the purpose of collecting such
charges
(Ord 408B §4 (part), 1982 Ord 364B §3 9, 1979)

13 04 310 Parcels not on assessment roll If the property 1s not described on the roll, the
auditor shall enter the description thereon together with the amounts of the delinquent charges, as
shown on the report
(Ord 408B §4 (part), 1982 Ord 364B §3 10, 1979)

13 04 320 Attachment of lien The amount of the charges as set forth in the confirmed
report shall constitute special assessments against the respective parcels of property and are a lien
against the lot or parcel of land against which the water service has been supplied The lien shall
attach upon recordation 1n the office of the Placer County recorder of a certified copy of the
report and the resolution confirming the report The tax collector shall include the amount of the
delinquent charge on bills for taxes levied against the respective lots and parcels of land
(Ord 408B §4 (part), 1982 Ord 364B §3 11, 1979)

13 04 330 Collection with general taxes After the attachment of the lien, as provided in
Section 13 04 320, the amount of the delinquent water charges shall be collected at the same time
and 1n the same manner and by the same person as, together with and not separately from, the




general taxes for the city, and shall be delinquent at the same time and thereafter by subject to the
same penalties for delinquency as other taxes and assessments
(Ord 408B §4 (part), 1982 Ord 364B §3 12, 1979)

13 04 340 Applicable laws generally--Transfer or conveyance--Lien of encumbrancer
All laws applicable to the levy, collection and enforcement of general taxes of the city, including
but not limited to those pertaining to the matters of dehnquency, correction, cancellation, refund
and redemption, are applicable to such water-service charges, except that if any real property to
which such lien would attach has been transferred or conveyed to a bona fide purchaser for value,
or if a hen of a bona fide encumbrancer for value has been created and attaches thereon, prior to
the date on which the first installment of such taxes would become delinquent, then the lien
which would otherwise be imposed by this article shall not attach to such real property and the
delinquent fees, as confirmed, relating to such property, shall be transferred to the unsecured roll
for collection
(Ord 408B §4 (part), 1982 Ord 364B §3 13, 1979)

13 04 350 Compensation to county The county shall be compensated for services
rendered 1n connection with the levy, collection and enforcement of such charges for the city n
an amount fixed by agreement between the board of supervisors and the city council
(Ord 408B §4 (part), 1982 Ord 364B §3 14, 1979)

13 04 355 avil action In addition to any other remedy that the city may have for the
collection of delinquent fees or charges, all fees, charges, penalties and interest imposed by this
chapter shall constitute a debt of the city and the city may nstitute a civil action to recover
delinquent fees, charges, penalties and interest In such action, reasonable attorneys' fees shall be
awarded to the city
(Ord 482B §8, 1986)

ARTICLE V CONNECTION FEES

13 04 360 Established--Apportionment--Purpose
A There shall be a charge for a new service connection or for a change 1n size or location
for the customer's benefit which shall be paid before work 1s started Water connection fees shall
include the City’s water connection charge pursuant to Section 13 04 160 and either the Placer
County Water Agency Water Connection Charge (PCWA WCC) or the Nevada Irngation District
Water Connection Charge (NID WCC), as determined by the City, mn effect at the time of
payment, e ‘_,_———] Deleted: be apportioned between the

city and the Placer County Water Agency
as provided 1 Resolution 79-64

city’s water system and to make the required service connection payments to the Placer _C_Oil_ljl_t_};“"ﬁ:::::{ Deleted: of )
Water Agency and 1n order that such costs be shared by those receiving the benefits (Ord 364B { Deleted: , mamtenance and operation ]
§4 1, 1979)

13 04 362 Indoor Fire Sprinkler Requirement The water connection fees for customers
required to nstall indoor fire sprinklers shall be based upon the size meter that would otherwise
be used to serve the customer but for the requirement of a larger meter for the sprinklers

13 04 370 Use of revenues Amounts collected shall be set aside in separate fundsand .- [ Deleted: pursuant to Resolution No ]
used for the purposes enumerated n Section 13 04 360 79-64

(Ord 364B §4 2(part), 1979) " eleted: 2 )




13 04 380 Other costs--Indemnification of city In addition to the connection charge, all
costs and expenses incident to the nstallation of a water connection shall be borne by the owner
The owner shall indemmify the city against any loss or damage that may result directly or
indrectly from the performance of the construction and installation of the water connection
(Ord 364B §4 2(part), 1979)

13 04 390 Qversized-capacity reimbursement The city may require, pursuant to the
Subdivision Map Act and the subdivision regulations of the city, oversized capacity, m which
case the city shall reimburse the applicant pursuant to the provisions of the law then 1n effect for
such oversized capacity based on the prevailing costs of material and labor for such work
(Ord 364B §4 3, 1979)

13 04 400 Temporary-connection charges

A An apphicant for a temporary connection shall make a nonrefundable cash deposit and
shall supply all materials and labor necessary for connection

B Upon request for disconnection, an applicant shall make a refundable cash deposit
This fee shall be refunded, less unpaid charges, upon dismantling and removal of the connection

C Monthly charges for water usage shall be assessed 1n accordance with the water use

rates for construction water as provided in Section 1304207, e { Deleted: provisions of Resolution No ]
D Temporary connections shall be one;inch metered connections unless otherwise 79-64

approved by the city Fees for any other type or size of temporary connection shall be determmed { Deleted: five-cighths

by the city

(Ord 364B §4 4,1979)

13 04 405 Connection fee due for reapphication If a reapplication 1s made pursuant to
Section 13 04 075, the person desiring water service must pay the new water connection fee due
at the time reapplication 1s made with credit being given for any previously paid connection fees
(Ord 501B §2, 1988)

ARTICLE VI CONSERVATION

13 04 410 Condition of plumbing All consumers, whether owners or not, shall maintain
and keep 1n good repair the water pipes on the interior and exterior of the property served Such
persons shall not allow faucets or water closets to leak, and such fixtures must not be left running
(Ord 364B §51,1979)

13 04 420 Watering spray or nozzle required Watering of lawns and gardens from an
open hose 1s prohibited A spray or nozzle must, 1n all cases, be used
(Ord 364B §5 2(A), 1979)

13 04 430 Irmgation hours The City reserves the right to hmit irrigation hours 1n the case
of water shortages or emergencies,, .---- Deleted: Irngation of lawns or gardens

(Ord 364B §5 2(B), 1979) 15 restricted to the hours of fiveam to

ten p m unless written permission from
the water department 1s obtained

13 04 440 Gross waste It 1s unlawful and an infraction for any person to cause or allow
any water recetved by such person to flow away 1n unreasonable amounts, from property owned
or occupied by such persons, 1 any gutter, ditch or other manner over the surface of the ground

’ (Ord 364B §5 2(C), 1979)



ARTICLE VII WELLS

13 04 450 Permit requirements No person shall drill for water without first obtaining a

| permit from the director and from the county health officer The director may deny the issuance ( Deleted: of public works

of a permut 1f, 1n his opinion, the premises where the well 1s to be located can be served by the \"‘{Deleted: of public works

city water system If a permit for a potable drinking water well 1s 1ssued, 1t shall be conditioned
upon connection to the city water system and discontinuance of the use of such will be

| conditioned upon notice from the director fhat the premises may be served by the city water ____.——ﬁeleted: of public works

system The health officer may deny the 1ssuance of a permit 1f, 1n his opinion, the proposed well
will contaminate existing water sources or be a health menace to the community The applicant
for the pernmit may appeal to the city council from the decision of the health officer or the director

| by filing a notice of appeal, 1n writing, with the city clerk within fifteen days of the date of the ___-—ﬁeleted: of public works

decision, and the city clerk shall place the appeal on the agenda for the next regular meeting of
the city council
(Ord 492B §4, 1987 Ord 364B §6 1, 1979)

13 04 460 Workman qualifications Wells shall be constructed, reconstructed or
destroyed by persons licensed in accordance with the provisions of the Contractor's License Law
(Chapter 9, Division 3 of the Business and Professions Code), unless such persons are exempted
from licensing by that act
(Ord 364B §6 2,1979)

13 04 470 Inspections Inspections may be made by the county health officer or the

| department of public services, during the process of well construction A final inspection shall be _____-—ﬁ)eleted- works

made when the well construction 1s completed
(Ord 364B §6 3, 1979)

13 04 480 Protection from contamination--Surface-water diversion In cases where the
area adjacent to the well 1s susceptible to contamination, the well shall be properly protected
Drainage shall be away from the well No well shall be located any closer than the distances
specified 1n the permit All surface water shall be properly diverted away from a well site during
canstruction or repairs Disposal of this water shall be made 1n such a manner so as not to flood
adjacent property or constitute a public nuisance No waste discharge from well-drilling
operations shall be allowed to enter a sanitary sewer
(Ord 364B §6 4, 1979)

13 04 490 Forced abandonment--Filling holes

A Upon determination that a well 1s polluted or contaminated and reasonable efforts to
clear the pollution or contamination have been unsuccessful, the county health officer shall have
the authority to enforce the permanent abandonment of such wells Wells must be abandoned
according to health department rules and regulations

B Abandoned wells or test holes shall be filled with selected material to protect the
water-bearing formation against possible contamination or pollution and to elimmate a potential
hazard to public health and safety
(Ord 364B §6 5, 1979)

13 04 499 Potable wells prohibited Connection to the city water system 1s required for all
drinking water Potable water wells are prohibited within the city unless owned and operated by
the city and incorporated as part of the city's water system
(Ord 492B §3, 1987)




ARTICLE VIIT PROHIBITIONS AND VIOLATIONS

13 04 500 Use 1n violation It 1s unlawful for any person to use, turn on or tap water
except 1 accord with this chapter and without obtaining a permit as required by Article I
(Ord 364B §7 1, 1979)

13 04 510 Heating and cooling devices It 1s unlawful for any heating or cooling device to
use water that 1s not re-circulated The only water added to such systems shall be lmited to the
purposes of making up losses 1n the process Under no circumstances shall water be returned to
the distribution system of the city This prohibition shall apply to all devices for heating or
cooling, whether used for residential, commercial, industrial or manufacturing purposes
(Ord 364B §7 2, 1979)

13 04 530 Fluoridation Tt 1s unlawful for any agent or employee of the city or any
person, firm or corporation acting in behalf of the city under a contract with the city or otherwise,
to mingle or combine any fluorides 1n any form or in any quantity or in any manner with the
public water supply of the city
(Ord 213B, 1965)

13 04 540 Penalties for violation

A A first violation of any provision of Article VI 1s an infraction punishable as provided
1n the general state law for mnfractions A second or subsequent violation of a provision of Article
VI during any calendar year 1s a misdemeanor as provided in subsection B of this section

B Any violation of this chapter, except as provided in subsection A of this section, 1s a
misdemeanor Each day that a violation exists constitutes a separate and distinct offense

C In addition to a prosecution for a violation of this chapter, a Consumer or occupant, or
owner of property served by the city with water may have such service discontinued 1f, after a

discontinue service has been delivered 1n writing to the person whose service 1s being
discontinued During the pendency of an appeal to the council, whose decision shall be final,
water service shall be maintained 1n effect

(Ord 364B §7 4, 1979)

Section 3 Specified sections of Chapter 13 08 of the Lincoln Municipal Code are
hereby amended to read as follows

13 08 315 Continued use of private sewer system Property owners using private sewer
systems that are 1n compliance with applicable codes and regulations may continue to use the

private system when new public sewer systems are constructed within two hundred feet or less
from the building or drainage facility The construction or installation of a public sewer system
will not cause property owners to abandon their private sewer systems

public

\{ Deleted:

works superintendent

\{ Deleted:

public

2. Deleted:

works superintendent

*_{ Deleted:

public

' Deteted:

works superintendent
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Section 4 Specified sections of Chapter 13 12 of the Lincoln Municipal Code are
hereby amended to read as follows

13 12 110 Basic monthly sewer service charge
A The monthly unmit service charge per Equivalent Dwelling Unit (EDU) for residential
and non-residential industrial users within the city limits shall be as follows

Effective January 1, 2014 $3208
Effective July 1, 2014 to June 30, 2015 $32 08
Effective July 1, 2015 to June 30, 2016 $32 08
Effective July 1, 2016 to June 30, 2017 $32 08
Effective July 1, 2017 3208

The City shall determine the non-residential industrial users and classify them as such in the
utility billing system

B The monthly unit service charge per account for non-residential users, excluding
industrial users, within the city hmits shall be as follows

Effective January 1, 2014 $32 08
Effective July 1, 2014 to June 30, 2015 $32 08
Effective July 1, 2015 to June 30, 2016 $32 08
Effective July 1, 2016 to June 30, 2017 $32 08
Effective July 1, 2017 3208

Non-residential users, excluding industrial users, shall pay a flow charge in addition to the
monthly unit service charge per account The flow charges shall be based upon each 1,000
gallons of water consumed as recorded by the customers water meter The flow charges will

include two categories, average strength and high strength

High strength flows are defined as those types of users whose discharge nto the sewer system

typically exceed one of the following (1) B O D_of 350 ppm (parts per million), or (2)
Suspended Solids of 300 ppm, or (3) both a B O D of 250 ppm and Suspended Solids of 250

pPpm

The flow charges per each 1,000 gallons of potable water delivered will be as follows

Flow Type 1/1/2014 _ 7/1/2014 7/1/2015 7/1/2016 7/1/2017
Average Strength  $ 146 $233 $319 $ 405 $ 492
High Strength $ 462 $ 548 $ 635 $ 721 $ 807

(Ord 808B § 1,2006 Ord 635B § 11,1993 Ord 574B § 1, 1992 Ord 437B § 1 (part), 1983
Ord § 1, 1996. Ord. 602B Ord 524B § 1, 1989 297B § 3 3 (a, b), 1975)

13 12 130 Lift station surcharge No additional monthly charge will be required to cover

the costs of lift station operations, maintenance or replacement
(Ord 602B § 5, 1993 Ord 297B § 3 4, 1975)




Section 3 Severability If any provision of this ordinance or the application
thereof to any person or circumstances 1s held invalid, such invalidity shall not affect other
provisions or applications of the ordinance which can be given effect without the invahd
provision or_application, and to this end the provisions of this ordinance are severable This City
Council hereby declares that 1t would have adopted this ordinance irrespective of the invalidity of
any particular portion thereof and intends that the invahid portions should be severed and the
balance of the ordinance be enforced

PASSED AND ADOPTED by the City Council of the City of Lincoln this day of
October, 2013, by the following vote

AYES
NOES

ABSENT

Mayor

ATTEST

City Clerk
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Fax 925/977-6955

www hfh-consultants.com

October 14, 2013

Mr. Steve Ambrose
Financial Analyst
City of Lincoln

600 Sixth Street
Lincoln, CA 95648

Robert D Hilton, CMC
John W Farnkopf, PE
Laith B. Ezzet, CMC
Richard J. Sitmonson, CMC
Marva M Sheehan, CPA

Subject: Water, Wastewater, and Solid Waste Rate Study - Revised Draft

Dear Mr. Ambrose:

HF&H Consultants, LLC, is pleased to submit this report that documents the updates to
the City’s water, wastewater, and solid waste rates. The report was revised to address
public comments received at the October 8, 2013 City Council meeting. We specifically
provided more information concerning transfers, capital improvements, and rate
structure proportionality with the aim of explaining how rate payer money is being

spent to support each of these three enterprises.

It has been a pleasure working with you and City Staff on this challenging project.

Very truly yours,
HF&H CONSULTANTS, LLC

John W. Farnkopf, P.E., Senior Vice President
Rick Simonson, C.M.C., Vice President
Sima Mostafaei, Senior Associate
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City of Lincoln Water, Wastewater, and Solid Waste Rate Study — REVISED
1. Executive Summary

1. EXECUTIVE SUMMARY

The City of Lincoln (City) provides water, wastewater, and solid waste services to
residents and businesses primarily located inside the city limits. The last rate studies
were completed in 2006 for water and wastewater and in 2005 for solid waste. The
purpose of this report is to document the rate study HF&H Consultants (HF&H)
conducted in 2012 and 2013.

The process of updating the City’s water, wastewater, and solid waste rates began in
February 2012 with meetings with Staff to discuss rate-making objectives, recent
developments that should be reflected in the analysis, data collection, and model
development. Preliminary results were presented to City Staff for review and revision
in late 2012. Presentations were made to the City’s Finance Committee on March 15,
April 19, May 6, and June 4, 2013, based on comments and direction received from the
Finance Committee members. Final revisions were made and presented to the City
Council at a workshop on August 5, 2013.

1.1 STUDY PURPOSE AND OBJECTIVES

The purpose of this study is to conduct a comprehensive analysis of the City’s utility
rates, including documentation of the analysis, underlying assumptions, and the
rationale for the recommended rates. This study has several key objectives:

¢ Determine how much revenue is required to meet the City’s requirements,
including O&M, capital improvement, and reserve funds.

e Determine the cost of service for each customer class.

e Evaluate alternative rate structures that will ensure that customers within each
class are paying their proportionate shares of the revenue requirements.

¢ Compare the City’s rates and customer bills with those of its neighboring
agencies.

These objectives should be met by applying industry standards so that all applicable
laws are complied with.

1.2 METHODOLOGY
This rate study included three analytic stages for each utility:

* Revenue Requirement Projections. The City’s expenses and revenues are
projected based on expected cost escalation factors and growth rates. The
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difference between expenses and revenues must be offset by annual revenue
increases.

e Cost of Service Analysis. The revenue requirement for the coming rate year is
allocated to each customer class based on the cost of service attributable to each
class.

¢ Rate Design and Bill Comparison. Rates are designed for each customer class to
recover its share of the cost of service. The reasonableness of the rate design is
evaluated by comparing bills between customer classes to ensure that
proportionality is maintained.

1.3 RATE-MAKING OBJECTIVES

The City has several rate-making objectives that the recommended rates are designed to
achieve:

e Revenue Sufficiency. Rates need to generate sufficient revenue to fund
operating and capital costs and maintain adequate reserves.

* Revenue Stability. Rates are designed to balance revenue from fixed and
variable charges to stabilize revenue.

e Conservation Signal. Rates are designed to reward customers for efficiency and
to discourage waste.

¢ Administrative Ease. Rates are designed to enable easy implementation and
ongoing administration, including monitoring and updating.

e Affordability. Rates need to be as affordable as possible while maintaining the
City’s sound financial position and credit rating.

e Customer Acceptance. Rates are designed to be as simple as possible to facilitate
customer understanding and acceptance.

o Fairness. Rates are designed so that each customer class pays its proportionate
share of the required revenue in compliance with legal rate-making
requirements.

14 FINDINGS AND RECOMMMENDATIONS
Revenue Requirement Projections

Figure 1-1 summarizes the annual increases in revenue requirements that rates must be
set to fund for each enterprise. The comparatively high increase in water revenue

October 14, 2013 Page 2 HF&H Consultants, LLC




Water, Wastewater, and Solid Waste Rate Study - REVISED

City of Lincoln
1. Executive Summary

requirements is driven by the need to increase the amount of capital improvement that
are needed in water infrastructure and by projected increases in the cost of purchased
water from PCWA. The comparatively low increases in sewer and solid waste revenue

requirements are driven primarily by inflation.

Figure 1-1. Revenue Requirement Projections
Proposed

FY 201213 FY 201314 FY 201415 FY 201516 FY 201617 FY 2017-18

Water $11,367,370 $11,592,358 $12,538,528 $13,365,432 $14,217,343 $15,426,152
Wastewater S 6,734,876 $ 7,155,121 S 6,857,972 $ 7,119,843 S 7,305,044 $ 7,625,366
Solid Waste $ 5038128 S 5,089,450 $ 5,262,675 S 5,449,451 S 5,647,516 $ 5,861,792

Figures 1-2, 1-3, and 1-3 show the relative distribution of the major components of the
revenue requirements for each enterprise in FY 2013-14. These figures generally

indicate how rate payer revenue is spent.

Figure 1-2. FY 2013-14 Water Revenue Requirements
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Figure 1-3. FY 2013-14 Sewer Revenue Requirements
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Figure 1-4. FY 2013-14 Solid Waste Revenue Requirements
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Cost of Service Analysis

The cost of service analysis for water indicated that the current rates generate less than
the cost of serving single family residential customers. Water rates were set to align the
resulting revenue from each class with the cost of service for each class beginning in FY
2013-14.

The cost of service analysis for sewer indicated that the current rates generate less than
the cost of serving non-residential customers. Sewer rates were set to align the resulting
revenue from each class with the cost of service for each class by FY 2017-18.

The cost of service analysis for solid waste indicated that the current rates are closely
aligned with the cost of serving each class; no adjustments in the rate structure are
recommended.

Rate Design
The water rate structure was modified as follows:

e Convert the current base charge, which is a flat rate per account for all
customers, to a service charge, which varies in proportion to the size of the
customer’s meter. By doing so, customers will pay for their proportionate shares
of the capacity that they require in the water system. This recommendation
complies with industry standards.

e Convert the service charges over a five-year period. This will reduce the
immediate impact on the customers with larger services.

¢ Create different quantity charges for single family, multi family, and non-
residential customers with tiers sized specifically for the levels of demand for
each class. By doing so, each rate structure can be designed to provide a price
signal that is appropriate to each class.

e Charge for all water including the water in Tier 1, which currently amounts to
over 50% of total water use in the City. By doing so, customers will only pay for
water they use. This recommendation complies with industry standards.

The sewer rate structure was modified as follows:

e Convert the non-residential customers from charges per EDU to charges based
on a flat charge per account (equal to the residential charge) plus a volumetric
component based on the estimated volume and strength of wastewater
discharged.
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e A five-year transition toward the cost of service is recommended because of the
need to gradually implement the new non-residential rate structure, which is
based on flow, rather than on EDUs.

There were no rate structure modifications in solid waste rates.

The result of the foregoing revenue increases, cost of service adjustments, and rate
restructuring can be found in the body of this report.

Customer Bills

Figure 1-5 summarizes the average monthly customer bills for single family water,
sewer, and solid waste customers. Figure 1-6 plots the combined bills for each service
through FY 2017-18. After the increases in FY 2013-14, the subsequent increases are
comparatively gradual. The current $74.96 averag increases in FY 2013-14 to $87.45 per
month, an increase of $12.49 per month In subsequent years, the average increase is
$6.67 per month.

Figure 1-7 compares the City of Lincoln’s current and proposed average single-family
residential bills for FY 2013-14 with 1ts neighboring agencies. The City’s residential bills
are low compared to its neighbors.

Each year, prior to implementing the rate increases, City staff should confirm the need
for the rate increase. The City can implement a lower rate increase, if conditions
warrant, without going through the Proposition 218 notification process. If higher rate
increases are needed that exceed the adopted rates, the City will need to initiate a new
Proposition 218 proceeding, which includes mailing notices to affected rate payers and
property owners.

Figure 1-5. Summary of Projected Monthly Bills — Single Family Customers

Proposed
Current FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17 FY 2017-18
Water
Awerage Manthly Water Bill’ $ 2290 § 3419 § 3931 § 4520 § 5018 $ 55 68
Incremental Increase $ 1129 § 512 ¢ 589 § 498 § 5 50
Wastewater
Monthly Wastewater Bill $ 3208 $ 3208 $ 3208 $ 3208 $ 3208 $ 3208
Incremental Increase $ - $ - $ - $ - $ -
Solid Waste
Monthly Solid Waste Bl $ 1998 $ 2118 $ 2245 $ 2357 $ 2475 $ 26 00
Incremental Increase $ 120 $ 127 § 112 § 118 § 125
Combined
Average Manthly Bill $ 7496 $ 8745 § 9384 $ 10085 $ 10701 $ 11376
Incremental Increase $ 1249 § 639 § 701 § 616 §$ 675

* Reflects monthly bill for 8,000 gallons which was the median single-family usage from May 2011 - Apnl 2012
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Figure 1-6. Projected Average Monthly Single-Family Bills — All Services
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2. WATER RATES

2.1 BACKGROUND

The City provides water service to more than 16,000 accounts through a system of wells,
reservoirs, booster pumps, and distribution pipelines; all of the customers are metered.
The City currently charges customers monthly bills that are the sum of a base charge
plus a volumetric charge. The current base charge is $22.90 per month per Equivalent
Dwelling Unit (EDU), and includes up to 10,000 gallons of water per month at no
additional charge. The volumetric charges per 1,000 gallons applies to water use over
10,000 gallons per month. Because the median residential demand is about 8,000 per
month, much of the water used is included in the minimum charge.

2.2 REVENUE REQUIREMENT PROJECTIONS

Rate analysis begins by determining the revenue requirements that must be met by
rates. For purposes of this study, a five-year rate projection period was developed
using a spreadsheet model. With this model, revenue requirements were projected for
FY 2013-14 through FY 2017-18 by using the FY 2012-13 budget as the starting point.
Figure 2-1 summarizes the major categories comprising the revenue requirements.
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Figure 2-1. Water Revenue Requirements

Expenditure Projections

$180
B Other Expenditures

O Capital Replacement Fund
$16 0

Salaries & Benefits

W Operations & Maintenance

3140 B PCWA Purchased Water m

$120 J L

$100 1

$80

$60 1

Projected Annual Expenses (in millions)

$40 A

$20 +

$00 -
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Projected
Expenditures FY 2012-13 FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17 FY 201718
PCWA Purchased Water $ 6564304 $§ 6824500 $ 7,363,016 $§ 7698862 $ 8,005042 $ 8,454,413
Operations & Maintenance 1,671,241 1,741,954 1,816,292 1,928,473 2,050,049 2,181,894
Salanes & Benefits 1,278,924 1,286,826 1,313,415 1,374,412 1,439,165 1,507,959
Capital Replacement Fund 947,369 1,307,627 1,575,314 1,839,760 2,163,028 2,656,819
Other Expenditures 905,532 431,451 470,491 523,925 560,061 625,067

Total Revenue Requiment  § 11,367,370 $§ 11,592,358 $ 12,538,528 $ 13,365,432 $ 14,217,343 $ 15,426,152

Key Assumptions
PCWA Purchased Water Expense

The largest operating expense is the cost to purchase water from PCWA. The City’s
budget for FY 2012-13 served as the starting point for projecting PCWA purchased
water expenses. FY 2013-14 and FY 2014-15 values reflect the latest PCWA rate
projections and inflationary increase of 3.0% per year, thereafter. The cost of PCWA
water is set by PCWA and is passed through to customers at cost.

Salaries and Benefits Expense

The City’s budget for existing personnel as of FY 2012-13 served as the starting point for
projecting operating and administrative wage and benefit expenses. It should be noted
that the City’s FY 2012-13 budget includes the proposed addition of two new water
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technicians and an allocation of 35% and 45% of an Environmental Services Manager
and a Senior Engineer, respectively. For FY 2013-14 through FY 2017-18, the salaries
and benefits for the existing and proposed staff were assumed to increase due to
increases in health care premiums, workers’ compensation insurance rates, and wage
rates.

Operations and Maintenance Expense

The City’s operations and maintenance (O&M) expenses (excluding salaries, benefits,
and purchased water costs) budget for FY 2012-13 served as the starting point for
projecting operations and maintenance expenses. Generally, these expenses were
increased by 3.0% per year to approximate assumed inflationary increases.

Transfers to the General Fund are included in O&M. These transfers reimburse the
General Fund for services provided to the water enterprise. The City conducts annual
analyses to allocate governmental overhead to each of the enterprises to ensure that
each enterprise provides full reimbursement for services received.

Capital Replacement Fund

The majority of the capital replacement fund expense comprises pay-as-you-go
(PAYGo) funding for capital improvement projects. The City plans to fund future
capital improvements of existing infrastructure on a PAYGo basis using a portion of
annual rate revenue and available reserves. Capital improvements are projected to
mcrease over the five-year period from $1.0 million to $2.7 million.

PAYGo funding is less expensive because it avoids financing costs. Itis also
appropriate for the type of capital improvements, which are on-going renewals and
replacements that are needed to keep pace with depreciation. Larger, periodic capital
projects such as major new facilities are more appropriate candidates for debt financing.
Existing debt service is minimal and will be retired in FY 2016-17; there are no plans to
issue additional debt for water capital projects.

Other Expenditures

The other expenditures are comprised of the Water enterprise’s share of the corp yard
bond payment, debt service, annual OPEB obligation, and a one-time transfer of
$500,000 in FY 2012-13 for infrastructure improvements.

Projected Revenue Increases

The amount by which revenue needs to be increased to cover the revenue requirements
is determined by comparing the revenue requirements with the revenue from current
rates. Annual surpluses or deficits are credited or debited to reserves. It can be seen
that a deficit occurred in FY 2012-13 and that future deficits are projected unless rates
are increased (or the projected cost increases are eliminated, which would mean
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significantly reducing the planned capital improvements). Figure 2-2 shows the annual
revenue increases that are required.

Figure 2-2. Water Revenue Increases

Projected

Expenditures FY 2012-13 FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17 FY 201718
Rewenue Requirement $ 11,367,370 $11,592,358 $12,538,528 $13,365,432 $14,217,343 $15,426,152
Revenue from Current Rates $8,870,348 $8,916,971 $8,963,595 $9,010,218 $9,056,842 $9,103,465
Sumplus/(Deficit) ($2,497,022) ($2,675,386) ($3,574,933) ($4,355,214) ($5,160,501) ($6,322,687)
Fund Balance (before increase) $3,712,659 $1,271,671 ($2,121,339) ($6,584,763) ($12,085,943) ($18,816,301)
Revenue Increase 00% 15 0% 15 0% 15 0% 11 0% 11 0%
Revenue from Increases $0 $668,773 $2,761,908 $4,556,762 $6,242,721 $7,823,643
Fund Balance (after increase) $3,712,659 $1,942,115 $1,311,875 $1,406,580 $2,152,197 $3,253,321

Revenue is increased not only to cover projected expenditures but also to maintain
operating and capital reserves at adequate levels. It is the City’s practice to maintain
two reserve funds for water operations: an operating reserve and a capital replacement

reserve. For purposes of rate setting, the following reserve target balances were
established

¢ Minimum Balance. The Minimum Balance is based on the amount of revenue
that is needed to provide month-to-month cash flow for O&M expenses. By
maintaining this minimum reserve, the enterprise is able to meet its cash flow
without borrowing from the General Fund. The fund balance should never drop
below the Minimum Balance, which 1s currently about $1.0 million. The
Minimum Balance is based on the bill frequency. For utilities that bill monthly, a
minimum of approximately six weeks of O&M expenses is recommended.

e Target Balance. The Target Balance is the Minimum Balance plus an additional
cash margin for capital improvements so that sufficient funds are available to
pay for ongoing PAYGo projects without cash flow constraints. The capital

component is set to two times the average annual PAYGo expenditures, which is
about $2.5 million.

The Target Balance does not provide additional reserves for emergencies, complying
with regulatory uncertainty, and other unforeseeable contingencies. For that reason, the
Target Balance should be regarded as a minimal reserve. Itis desirable to maintain
reserves above the Target Balance to provide a prudent margin to stabilize rates.

The preceding modeling assumptions lead to the projected fund balances shown in
Figure 2-3. The need for the series of revenue increases in Figure 2-2 is demonstrated
by the resulting fund balances. Larger revenue increases are required initially to avert

October 14, 2013 Page 11 HF&H Consultants, LLC



City of Lincoln Water, Wastewater, and Solid Waste Rate Study — REVISED
2. Water Rates

the declining fund balance. Subsequent revenue increases are required as capital
improvements are ramped up to the required level.

Figure 2-3. Water Fund Balance With and Without Rate Increases
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2.3 COST OF SERVICE ANALYSIS

Cost of service analysis determines each customer class’ proportionate share of the
revenue requirement. Rates are then designed to ensure that each class 1s paying its
proportionate share of the revenue requirements. The cost of service is determined in
three steps.

¢ Revenue requirements are categorized into functions or services.

* The unit cost of service is calculated by dividing the cost for each service by its
respective units of service.

e The revenue requirements are allocated to each class by multiplying the unit
costs times the units of service used by each class.

Allocation of Costs to Functions

Water supply systems provide capacity to meet demands. For purposes of this rate
study, the revenue requirements are accordingly apportioned into two categories
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corresponding to capacity and demand functions. The capacity function is defined as
those operating and capital costs that are primarily fixed in nature. Fixed costs are
commensurate with capacity, which is also static, as opposed to demand costs, which
vary with demand. Capacity costs are recovered through a fixed charge that is
proportionate to the customer’s proportionate share of capacity in the system as
measured by the size of the service connection. Much of the water system’s costs are
fixed and do not vary in proportion to flow, such as capital and personnel costs. In FY
2012-13, approximately 43% of the revenue requirement is fixed; by FY 2017-18, the
fixed component is projected to increase to 45% as additional capital funding occurs.

The City’s existing base rate, which is a fixed charge, generates 52% of total rate
revenue. At52%, the base charges recover close to the amount of fixed costs. During
meetings with the Finance Committee, it was concluded that the rates should continue
to generate a similar portion of fixed revenue to provide revenue stability at a time
when significant rate restructuring is occurring.

Figure 2-4 shows the allocation of revenue between capacity and demand charges,
which serves as the basis for the cost-of-service allocations. The $10,287,747 revenue is
based on the FY 2012-13 revenue in Figure 2-2 increased by 15% (ignoring bad debt and
sales outside the City, which together are minimal).

Figure 2-4. Allocation of FY 2013-14 Revenue to Water Functions
Capacity Costs Demand Costs Total

Current $5,300,287 $4,987,458  $10,287,747
52% 48% 100%
Cost of Seruce $5,143,873 $5,143,873  $10,287,747
50% 50% 100%

The capacity costs serve as the basis for allocating costs in proportion to water meter
size. These allocations are independent of customer class. The demand costs serve as
the basis for allocating costs to each customer class in proportion to demand.

Unit Costs of Service

There are units of service for the capacity and demand functions. For capacity related
costs, equivalent meter units (EMUs) are used. For demand costs, the units of service
are thousand gallons (TGALS).

Capacity Units of Service

EMUs are determined based on the capacity that larger meters provide compared to the
smallest meters, which for purposes of this study are considered to be 5/8” and 3/4”
meters. Figure 2-5 shows the multipliers that were used to establish the number of
EMUs. When the EMU multipliers are multiplied by the number of meters of each size,
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the total number of EMUs is derived. The unit cost of capacity is derived by dividing
the capacity costs by the number of EMUs.

Figure 2-5. Equivalent Meter Units

EMU Multipliers Meters EMUs
5/8" 100 15 15
3/14" 100 16,325 16,325
1" 150 220 330
11/2" 500 95 475
2" 800 61 488
3" 16 00 22 352
4" 2500 6 150
6" 4000 1 40
8" 7111 2 142
Total EMUs 18,317
Capactty costs $5,143,873
Annual unit cost  $280 82
Monthly unit cost $23 40

Demand Units of Service

The demand units of service are derived by dividing the demand costs by the projected
demand ($5,143,873 divided by 2,600,150 TGAL), which yields $1.978 per TGAL. We
note that the projected single family demand is reduced by 5% in anticipation of
conservation by customers. Factoring conservation is prudent and will reduce the
revenue shortfall that would occur when sales revenue drops because of conservation.
Even with conservation, most costs remain and need to be recovered.

Revenue Requirement Allocations to Customer Classes

The allocation of revenue requirements to the capacity function is independent of
customer class and hence no further allocation step is needed. The resulting unit costs
are used in the next section for calculating service charges.

The allocation of revenue requirements to the demand function is dependent on
customer classes and is discussed in this section. The allocation is shown in Figure 2-6.
The $1.978/ TGAL unit cost is applied to the projected units of demand for each class to
determine each class’ share of the demand function. By applying the same unit cost to
all customer classes, a common measure of proportionality is maintained and no class is
disproportionately impacted. The resulting allocations were used in the next section to
derive the quantity charges for each class.
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Figure 2-6. FY 2013-14 Cost of Service Comparison — Water

Projected Unit Cost Cost of Service  Existing COS Minus

Demand (tgal) of Seruce Allocation Allocation Existing
Single-Family 2,133,807 $1978 $4,221,307  $3,179,024  $1,042,283
Multi-Family 92,120 $1 978 $182,241 $346,938 ($164,697)
Commercial 164,439 $1 978 $325,310 $595,073 ($269,763)
Industnal 68,501 $1 978 $135,515 $297,367 ($161,851)
Imgation 141,283 $1978 $279,500 $569,057 ($289,557)
Subtotal 374,223 $740,325  $1,461,497 ($721,172)
2,600,150 $5,143,873  $4,987,459 $156,414

Figure 2-6 indicates that the revenue from existing rates differs from each class’ share of
the cost of service. Single family rates need to increase to bring them in line with the
cost of serving this class.

24 RATE DESIGN

Service charges are designed to recover the capacity costs in Figure 2-5 and quantity
charges are designed to recover the demand costs in Figure 2-6.

Service Charges

The service charge for each meter size is derived by multiplying the $23 40 unit cost of
service per EMU times the number of EMU multipliers for each meter. The resulting
charges for FY 2013-14 are shown in Figure 2-7.

Figure 2-7. Monthly Service Charges (FY 2013-14)

Monthly

Unit  Service

EMU Multipliers  Cost  Charge
5/8" 100 $2340 $23 40
34" 100 $2340 $23 40
1" 150  $2340 $3510
11/2" 500 $2340 $11701
2" 800 $2340 $187 21
3 1600 $2340 $37443
4" 2500 $2340 $58505
6" 4000 $2340 $93607
8" 7111 $2340 $1,664 10

When the annual revenue increases are applied in subsequent years, the projected
service charges are shown in Figure 2-8. The proposed charges for larger meters are
significantly greater than the existing base charges (which also include the first 10,000
gallons of monthly demand). This differences demonstrates how little of the fixed costs
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of capacity are recovered by the current base charges. The cost of capacity includes
more than just the cost of the meter, which is a small component of the overall costs of
capacity. The cost of capacity includes capacity in all of the transmission and
distribution pipelines, wells, reservoirs, and booster pump stations. The current base
charges fail to recover these costs in proportion to the capacity that is needed by
customers with larger sized meters. By increasing the service charges in proportion to
the capacity of the meter, the customers with larger sized meters pay their
proportionate share of capacity.

Figure 2-8. Monthly Service Charges (FY 2013-14 to FY 2017-18)
Meter Current Proposed Monthly Service Charges
Size  Charge 1/1/2014  7/1/2014  7/1/2015  7/1/2016  7/1/2017

5/8" $2290 S 2340 S 2691 $ 3095 $ 3435 $§ 3813
3/4" 2290 S 2340 S 2691 S 3095 $ 3435 $§ 3813
1" $2290 S 3510 S 4037 $ 4642 S 5153 $ 57.20

11/2" $2290 S 11701 S 13456 S 15475 S 17177 S 19066
2" $2290 $ 187.21 S 21530 S 24760 S 27483 $ 30506
3" $2290 S 37443 S 43059 S 49518 S 549.65 S 610.12
4" $2290 S S8505 S 67280 S 77372 S 85883 $§ 953.30
6" $2290 S 93607 S$1,07648 5$1,23796 S$1,374.13 $1,525.29
8" $22.90 $1,664.10 $1,91372 S$2,20078 $2,44287 $2,711.58
Quantity Charges

The derivation of the quantity charges was a collaborative process between City staff
and HF&H. HF&H conducted the core analysis with City staff making adjustments to
recover the additional costs of capacity charged by PCWA when customers exceed their
purchased capacity.

Current Quantity Charges

The City’s current quantity charges are shown in Figure 2-9. This is a tiered structure
that applies to all customer class in which the rates increase as demand exceeds various
levels. In Tier 1, customers receive the first 10,000 gallons at no charge (the cost is
included the $22.90 based charge). The price increments between the subsequent tiers
are very slight compared to the actual costs of providing for higher demands.

October 14, 2013 Page 16 HF&H Consultants, LLC



City of Lincoln Water, Wastewater, and Solid Waste Rate Study — REVISED
2. Water Rates

Figure 2-9. Current Quantity Charges

Current Monthly Charges - Per 1,000 Gallons
Gallons per Month Rate
Tier1 0-10,000 gals $0.00
Tier2 10,001-20,000 gals $353
Tier3 20,001-60,000 gals $3.63
Tier4 60,001-350,000 gals S373
Tier5 Over 350,000 gals $3.83

In meetings with the Finance Committee, the following changes were made to the
, current rate structure:

¢ Create different quantity charges for single family, multi family, and non-
residential customers with tiers sized appropriately for the levels of demand for
each class. By doing so, each rate structure can be designed to provide a price
signal that is specific to each class.

¢ Charge for all water including the water in Tier 1, which currently amounts to
over 50% of total water use in the City. By doing so, customers will only pay for
water they use.

» Price water for each tier that is more closely aligned with the cost of service by
charging less than the average unit cost for below-average use (because it is less
expensive to serve low demand) and by charging above the average cost for
above-average use, which burdens the system with the expense of providing for
high peak demands.

The detailed derivations of the rate calculations performed by HF&H are provided in
the appendix to this report; additional documentation for the City’s refinements are
available from the City. For purposes of illustrating the methodology, the calculations
for single family customers are presented below.

Residential Quantity Charges

The analysis was performed using one recent year of residential customer billing data
(i.e., all of the residential bills from the prior year). The billing data was sorted from
smallest to largest and plotted in Figure 2-10 and Figure 2-11. Note that the median?
use is 8 tgals, which is less than the current 10 tgal Tier 1 breakpoint. This means that
more than half of the bills do not exceed Tier 1 where there is no charge for water. In
effect, the City is making limited use of its water meters, which, as an industry practice
in California, are typically used for billing for all water use. In this way, customers

1 The median 1s a statistical parameter indicating that half of the total values are less than the median and
half 1s greater
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receive a benefit from using as little water as possible at all times, which is an

appropriate conservation signal in a semi-arid state.

Figure 2-10. Water Bill Distribution Curve
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Figure 2-11. Cumulative Bill Distribution Curve
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Figure 2-11 indicates that 60% of single family bills fall within the current 10 tgal
allowance. As a result, only 40% of the bills include billed consumption, which
amounts to 70% of the total single family consumption.

Figure 2-12 illustrates the tier structures for the existing and proposed rates and
compares them with the average cost. The breakpoints and prices for the proposed
rates were developed working with the City’s Finance Committee to ensure that the rate
structure achieved the City’s rate-making objectives.

The rationale for determining the location of each breakpoint is as follows:

¢ Tierl/Tier 2 breakpoint. 5 tgals is the winter median demand, which represents
the most efficient demand with the least irrigation and attendant peaking on the
system.

e Tier 2/Tier 3 breakpoint. 14 tgals is the summer median demand. Demand at
this level falls within the design capacity of the system and imposes no excessive
peak demand on the system.

e Tier 3/Tier 4 breakpoint. 21 tgals is 50% greater than summer median demand
and includes 90% of the bills, leaving the last 10% of bills for the highest tiers.

e Tier 4/Tier 5 breakpoint. 35 tgals represents the demand for one EDU of
capacity purchased from PCWA. Demand in excess of this amount imposes an
additional charge for capacity from PCWA on the City, which is recovered in the
highest tier.

e Tier 5 breakpoint. Above 35 tgals is a small set of customers with demand that
exceeds their purchased capacity from PCWA.

The rationale for setting the rates for each tier is as follows:

» Tier 1rate. Tier 1 use is the most efficient and the least expensive to serve. A
cost equal to 55% of the average cost recognizes the lower cost of service as well
as provides are reward for efficiency, which also serves to encourage continued
conservation.

¢ Tier 2 rate. Tier 2 use includes indoor use as well as a moderate amount for
outdoor use. Use at this level does not burden the system and is priced at close
to the average cost.

e Tier 3rate. Tier 3 use exceeds moderate use. If all customer use were at this
level, the average cost would be greater than it currently is. For that reason, Tier
3 is priced at 150% of the average cost.

o Tier 4 rate. Tier 4 use comprises use that is as high as 35 tgals. This unusually
high use is comparable to the indoor water use for 21 people based on 55 gallons
per day (using State guidelines). Such high use is priced at 275% of the average
cost.
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e Tier 5 rate. Tier 5 use includes the highest 4% of excessively high bills. Demand
at this level burdens the system with providing for expensive peaking that 1s
well above moderate needs. Because this demand exceeds the 35 tgals provided
for in purchasing one EDU of capacity, the City incurs additional costs for
additional capacity needed from PCWA. To cover this cost, $2.61 is added to this
rate based on the City’s amortized cost of this capacity. Such excessive use is
priced at 400% of the average cost to provide a strong deterrent to discourage
waste.

Figure 2-12. Single Family Residential Quantity Charge Structure
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Figure 2-13 summarizes the results of the analysis, which shows the location of the
proposed breakpoints and the distribution of water among tiers. The distribution
shows that only a small amount of the water is billed at the highest rates. The rates per
tier are shown, indicating how much the rate is in each tier compared to the average
cost. The distribution of revenue is also shown. Note that the total revenue generated
from these quantity charges includes $216,000 for the cost of additional capacity from
PCWA for use in excess of 35,000 gallons.

October 14, 2013 Page 20 HF&H Consultants, LLC



City of Lincoln Water, Wastewater, and Solid Waste Rate Study — REVISED
2. Water Rates

Figure 2-13. FY 2013-14 Monthly Quantity Charges

Tier1 Tier 2 Tier3 Tier4 Tier5 Total

Breakpoints (tgal/mo) 5 14 21 35 35+

Water billed in tier (tgal) 885,180 808,056 228,143 134,837 77,591 2,133,805
Percent of total water 41% 38% 11% 6% 4% 100%
Rate per tier ($/tgal) $1.088 $1.780 $2.967 $5.440 $8.050 $1.978
Rate compared to avg cost 55% 90% 150% 275% 400%

Revenue produced pertier $ 963,132 $1,438,718 $ 677,001 $ 733,554 S 624,608 4,437,013
Percent of total revenue 22% 32% 15% 17% 14% 100%

Figure 2-14 compares bills (the sum of a service charge for a 3/4” meter and the
quantity charge) across a range of consumption. The bills based on a uniform rate are
bills in which the quantity charge is the same amount for all consumption, as opposed
to the tiered structures for the current and proposed bills.

Figure 2-14. SFR Monthly Bill Comparison with Rate Increase
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Figure 2-14 shows that customers pay less than the average cost until demand exceeds
23,000 gallons, which is well above median summer demand. For the proposed rates,
this occurs because the rates for Tiers 1 and 2 are below the average cost. The
cumulative benefit they nitially receive is not offset until their demand moves well
beyond Tier 2.

We note that the line representing bills under the current rate structure is based on the
current rates simply increased 15%. As such, the current rates will generate the
required revenue but will not generate all of the revenue from single family customers
that is equal to their share of the cost of service, as is the case with the proposed rates.

Figure 2-15 shows the projected rates for the single family customers. Itis noted that
City staff increased the size of the breakpoint for Tier 4 for areas of the City in which the
customers had paid for more PCWA capacity. In those areas, the larger breakpoints
allow customers to purchase more water before they pay the higher rates in Tiers 4 and
5, which have been increased over the amounts shown in Figure 2-13 to cover the
additional cost of capacity that the City will be subject to because of excessive water
demand.

Figure 2-15. Single Family Quantity Charges (FY 2013-14 to FY 2017-18)

Proposed Monthly Charges - Per 1,000 Gallons ,
Gallons per Month  1/1/2014  7/1/2014  7/1/2015  7/1/2016  7/1/2017

Tierl 0-5,000 gals S 109 § 1.25 $ 1.44 S 160 S 178
Tier2 5,001-14,000 gals $ 178 § 205 $ 235 S 261 S 2.90
Tier3 14,001-21,000gals $ 297 S 342 § 393 $ 436 S 484
Tier 4 (SFR-1) 21,001-35,000gals $ 544 $ 626 S 719 § 799 $ 886
Tier 4 (SFR-2) 21,001-53,000gals S 544 S 626 § 719 $ 799 S 886
Tier 4 (SFR-3) 21,001-88,000gals S 544 S 626 S 719 S 799 $§ 886
Tier 5 (All SFR) Flow overTier 4 S 805 $§ 900 § 1007 $ 1101 $ 12.04

Multi Family Quantity Charges

A similar modeling methodology was used for calculating rates for the multi family
customer class. Figure 2-16 shows the projected rates. The breakpoints for Tiers 4 and 5
reflect the same adjustment for additional capacity as was made for the single family
customers, in this case, however, by meter size, rather than by location.
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Figure 2-16. Multi Family Quantity Charges (FY 2013-14 to FY 2017-18)

Proposed Monthly Charges - Per 1,000 Gallons
Gallons per Month  1/1/2014  7/1/2014  7/1/2015  7/1/2016  7/1/2017
Tier1 0-5,000 gals S 109 § 125 $ 144 S 160 S 178
Tier2 5,001-14,000 gals S 1.78 S 205 S 235 S 261 S 290
Tier3 14,001-21,000gals S 297 S 342 S 393 § 43 $§ 484
Tier 4 (MFR-1) 21,001-35,000gals $ 544 S 626 S 719 § 799 S 8 86
Tier 4 (MFR-2) 21,001-88,000gals S 544 S 626 S 719 S 799 S 8.86
Tier4 (MFR-3)  21,001-175,000gals S 544 S 626 S 719 S 799 S 8 86
Tier 4 (MFR-4)  21,001-280,000gals S 544 S 626 S 719 S 79 S 886
Tier4 (MFR-5)  21,001-560,000gals $ 544 S 6.26 S 719 S 799 S 8.86
Tier4 (MFR-6)  21,001-875,000gals S 544 $ 626 S 719 S 799 § 886
Tier4{MFR-7) 21,001-1,750,000gals $ 544 $S 626 S 719 S 799 S 8.86
Tier5(All MFR)  Flow over Tier 4 S 805 $§ 900 $ 1007 $ 1101 S 12.04

Non-Residential Quantity Charges

A similar modeling methodology was used for calculating rates for the non-residential
customers. Figure 2-17 shows the projected rates. The breakpoints for Tiers 4 and 5
reflect the same adjustment for additional capacity as was made for the single family
customers, in this case, however, by meter size, rather than by location.

October 14, 2013

Page 23

HF&H Consultants, LLC



City of Lincoln Water, Wastewater, and Solid Waste Rate Study — REVISED
2. Water Rates

Figure 2-17. Non-Residential Quantity Charges (FY 2013-14 to FY 2017-18)
3/4" Proposed Monthly Charges - Per 1,000 Gallons

Gallons per Month  1/1/2014  7/1/2014  7/1/2015 7/1/2016  7/1/2017

Tier1 0-35,000gals S 109 § 1.25 § 1.44 S 160 S 178
Tier2 35,001-88,000gals S 439 $ 479 § 523 $ 6563 S 607
Tier3 88,001-175,000gals § 558 S 6.16 S 681 S 738 S 8.01
Tier4 Over175,000gals $ 669 S 743 $§ 828 $ 901 S 982

1" Proposed Monthly Charges - Per 1,000 Gallons
Gallons per Month  1/1/2014  7/1/2014 7/1/2015  7/1/2016  7/1/2017

Tier1 0-35,000gals S 109 § 1.25 S 144 § 160 S 178
Tier 2 35,001-88,000gals S 1.78 S 205 S 235 § 261 S 290
Tier3 88,001-175,000gals $§ 558 S 616 $S 681 S 738 S 801
Tier 4 Over175000gals $ 669 S 743 $§ 828 $ 901 S 982

1 1/2" Proposed Monthly Charges - Per 1,000 Gallons
Gallons per Month  1/1/2014  7/1/2014 7/1/2015 7/1/2016  7/1/2017

Tierl 0-35,000gals S 109 S 1.25 $ 144 S 1.60 S 178
Tier 2 35,001-88,000gals S 178 S 205 S 235 § 261 S 2.90
Tier3 88,001-175,000gals S§ 297 S 342 § 393 $ 436 S 484
Tier4 Over175,000gals S 669 S 743 $§ 827 $ 901 S 982

2" through 8" Proposed Monthly Charges - Per 1,000 Gallons
Gallons per Month  1/1/2014  7/1/2014  7/1/2015  7/1/2016  7/1/2017

Tier1l 0-35,000gals S 109 § 1.25 § 144 § 1.60 S 178
Tier 2 35,001-88,000gals $ 178 § 205 S 235 S 261 S 290
Tier3 88,001-175,000gals S 297 S 342 S 393 § 436 S 4.84
Tier 4 (NR-4) 175,001-280,000gals S 408 S 469 S 540 $ 599 S 6.65
Tier 4 (NR-5) 175,001-560,000gals S 408 $ 469 $ 540 S 599 § 6.65
Tier 4 (NR-6) 175,001-875,000gals & 408 S 469 $§ 540 $ 599 S 665
Tier4(NR-7)  175,001-1,750,000gals S 408 S 469 S 540 S 599 §$ 6.65
Tier4(NR-8)  175,001-2,485,000gals S 408 $ 469 $ 540 $ 599 $ 665
Tier5 FlowoverTier4 $ 669 $ 743 S 827 § 901 $§ 98

2.5 COMPARISON OF PROPOSED CHARGES WITH NEIGHBORING AGENCIES

Figures 2-18 and 2-19 compare the City’s proposed FY 2013-14 bills (including the City’s
proposed rate change effective January 1, 2014).

October 14, 2013 Page 24 HF&H Consultants, LLC




City of Lincoln

Water, Wastewater, and Solid Waste Rate Study — REVISED

2. Water Rates

Figure 2-18. Residential Bill Comparison
Current  Current Proposed Rocklin San Juan
Bill (withincr) Bill  (PCWA)' Roseville? Folsom® wbp*
Service Charge (3/4" Service) $22 90 $26 34 $23 40 $39 59 $20 10 $15 00 $3519
Volumetric Charge (5 Tgal/mo - Winter Median) 000 000 544 905 308 7 56 314
Total BIll  $22 90 $26 34 $28 84 $48 64 $23 18 $22 56 $38 33
Service Charge (3/4" Service) $22 90 $26 34 $23 40 $39 59 $20 10 $15 00 $35 19
Volumetric Charge (14 Tgal/mo - Summer Median) 14 12 16 24 2146 26 06 1130 2052 853
Total Bill  $3702  $4257  $44 87 $65 65 $3140 53552 $4372
Service Charge (3/4" Service) $22 90 $26 34 $23 40 $3959 $20 10 $15 00 $3519
Volumetric Charge (35 Tgal/mo - PCWA Contract imit) 8975 103 21 11961 7005 3758 58 80 28 96
Total Bill $11265 $12955 $14301 $10964 $57 68 $73 80 $64 15
! Rate effective January 1, 2013
?Rate effective July 1, 2013
Figure 2-19. Non-Residential Bill Comparison
Current Current Proposed Rocklin San Juan
Bill  (withincr)  Bill (PCWA)' Roseville? Folsom® wp®
Service Charge (3/4" Service) $22 90 $26 34 $23 40 $39 59 $20 10 $16 62 $35 19
Volumetric Charge (11 Tgal/mo) 353 406 1199 19 20 129 16 8 964
Total Bill  $26 43 $30 39 $35 39 $58 79 $3300 $33 42 $44 83
Service Charge (2 Service) $22 90 $26 34 $18721 $18128 $98 65 $84 29 $149 94
Volumetric Charge (76 Tgal/mo) 240 18 276 21 11113 13212 8772 114 24 65 55
Total Bill $26308 $30254 $29834 631340 $18637 $19853  $21549
Service Charge (4" Service) $22 90 $26 34 $58505 852506 $30510 $25982 $45570
Volumetric Charge (300 Tgal/mo) 126220 145153 900 88 523 81 344 86 449 12 252.63
Total Bill $1,28510 $1,47787 $1,48593 $1,04887 $64996 S$70894  $708 33

' Rate effective January 1, 2013
?Rate effective July 1, 2013
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3. WASTEWATER RATES

3.1 BACKGROUND

The City provides wastewater conveyance and treatment services to the City’s 16,000
accounts through a system of pipelines and pump stations that transport their
wastewater to the City’s treatment facilities. The City currently charges customers
$32.08 per equivalent dwelling unit (EDU) per month. An EDU is defined as a single-
family residential unit. Therefore, single-family residential accounts pay $32.08 per
month and multi-family residential accounts pay $32.08 per month for each dwelling
unit within the multi-family complex. Non-residential customers are charged the per
EDU rate of $32.08 based on the number of EDU’s determined by City staff using
various criteria (e.g., square footage, number of fixtures).

3.2 REVENUE REQUIREMENT PROJECTIONS

To determine whether additional rate revenue is required, projected operating and
capital expenses are compared with projected revenue from current rates. Rates are
then increased so that expenses are covered and operating and capital reserves are
maintained.

Key Assumptions

The City’s FY 2012-13 budget served as the basis for determining the revenue
requirement projections for the five-year planning period from FY 2013-14 through
FY 2017-18. Figure 3-1 summarizes the projected expenditure trends, which are
noteworthy in the following respects:

Wastewater Treatment Expense

The largest operating expense covered by the wastewater rate is the cost to treat the
wastewater at the City’s Wastewater Treatment and Reclamation Facility (WWTRF).
The majority of the $3 million annual expense for wastewater treatment is for
unpredictable utility and chemical expenses which are beyond the control of the City.
Wastewater treatment expenses were assumed to increase at an inflationary rate of 3.0%
per year during the 5-year projection period.

Salaries and Benefits Expense

The City’s budget for existing personnel as of FY 2012-13 served as the starting point for
projecting operating and administrative wage and benefit expenses. It should be noted
that the City’s FY 2012-13 budget includes the proposed addition of three new
wastewater technicians and an allocation of 35% and 45% of an Environmental Services
Manager and a Senior Engineer, respectively. For FY 2013-14 through FY 2017-18, the
salaries and benefits for the existing and proposed staff were assumed to increase 1.54%
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- 4.73% per year due to increases in health care premiums, workers’ compensation
insurance rates, and wage rates.

Operations and Maintenance Expense

The City’s operations and maintenance expenses (excluding salaries, benefits, and
treatment costs) budget for FY 2012-13 served as the starting point for projecting
operations and maintenance expenses (O&M). Generally, on-going maintenance and
operations expenses were generally increased by 3.0% per year to approximate
inflationary increases.

Debt Service

Existing debt service is paid off in FY 2015-16 and there are no plans to issue additional
debt for wastewater capital projects. The City plans to fund future capital
improvements of existing infrastructure on a pay-as-you-go (PayGo) basis using a
portion of annual rate revenue and available reserves.

Capital Replacement Fund

The majority of the capital replacement fund expense comprises pay-as-you-go
(PAYGo) funding for capital improvement projects. The City plans to fund future
capital improvements of existing infrastructure on a PAYGo basis using a portion of
annual rate revenue and available reserves. Capital improvements are projected on
average to total $430,000 annually over the five-year period.

PAYGo funding is less expensive because it avoids financing costs. Itis also
appropriate for the type of capital improvements, which are on-going renewals and
replacements that are needed to keep pace with depreciation. Larger, periodic capital
projects such as major new facilities are more appropriate candidates for debt financing.
Existing debt service is minimal and will be retired in FY 2015-16; there are no plans to
issue additional debt for sewer capital projects.

Other Expenditures

The other expenditures are comprised of the Wastewater enterprise’s share of the corp
yard bond payment, debt service, annual OPEB obligation, and a transfer of $270,000 FY
2012-13 and $500,000 in FY2013-14 for infrastructure improvements.
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Figure 3-1. Wastewater Operations Annual Revenue Requirement

390 8 Other Expenditures
O Capital Replacement Fund
$80 Salanes & Benefits
M Qperations & Maintenance
HWW Treatment _
—_ B L
) $70 E i
: -_j E -
€ $60 — —
=
3
H $50 T
Q
b
u
3 $40 -
[~
<
©
g $30
Q
9
[- %
$20 A
$10
$00 -
FY 2012-13 FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17 FY 2017-18
Projected
Expenditures FY 201213 FY 201314 FY 201415 FY 201516 FY 2016-17 FY 201718
Wastewater Treatment $ 2,954,200 §$ 3,042,826 $ 3,134,111 $ 3,228,134 $ 3,324,978 $ 3,424,727
Operations and Maintenance 1,824,974 1,893,693 1,965,527 2,062,759 2,166,888 2,278,508
Salaries and Benefits 926,794 945,944 966,570 1,011,765 1,059,746 1,110,725
Capital Replacement Fund 393,380 405,181 417,337 429,857 442,753 456,035
Other Expendtitures 635,528 867,477 374,427 387,328 310,679 355,370
Total Revenue Requirment $ 6,734,876 $ 7,155,121 $ 6,857,972 $ 7,119,843 $ 7,305,044 $ 7,625,366

Figure 3-2 summarizes the projected revenue requirements, revenue from current rates
(i.e., without any rate increases), annual surpluses and deficits, and the fund balance
before rate increases. Figure 3-2 also shows the projected revenue increases to offset
future deficits so that the wastewater reserves are maintained at an adequate level (see
discussion on the adequate level of reserves). The rate adjustments that are projected
would become effective July 1 of each year.
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Figure 3-2. Wastewater Revenue Increases

Projected
FY 201213 FY 201314 FY 201415 FY 201516  FY 2016-17  FY 2017-18
Rewvenue Requirement $6,734,876  $7,155,121  $6,857,972  $7,119,843  $7,305,044  $7,625,366
Rewenue from Current Rates $7,061,404  $7,098,519  $7,135633  $7,172,748  $7,209,862  $7,246,977
Sumlus/(Deficit) $326,528 ($56,603) $277,662 $52,905 (395,182) ($378,389)

Fund Balance (before increases) $7,634,029  $7,032,294  $6,818,845 $6,378,466  $5,813,219  $4,950,050

Rewenue Increase 00% 0 0% 2.8% 27% 26% 2.5%
Rewvenue from Increase $0 $0 $181,057 $379,601 $579,167 $779,750
Fund Balance (after increases) $7,634,029  $7,032,294  $7,000,355 $6,942,382  $6,967,733  $6,903,656

The revenue increases would ordinarily be applied across-the-board to the current
residential and non-residential service charges. However, based on the results of the
cost of service analysis conducted (and summarized in Section 3.4), only the non-
residential rate shall be adjusted to generate the revenue increases necessary. In this
way, by FY 2017-18, each customer class will pay its proportionate share of the costs.

Operating and Capital Reserve Funds

The revenue increases indicated in Figure 3-2 are required to offset the City’s increased
costs and to maintain adequate reserves. Itis the City’s practice to maintain two reserve
funds for wastewater operations: an operating reserve and a capital replacement
reserve. For purposes of rate setting, the following combined reserve target balances
were established.

¢ Minimum Balance. The Minimum Balance is based on the amount of revenue
that is needed to provide month-to-month cash flow for O&M expenses. By
maintaining this minimum reserve, the enterprise is able to meet its cash flow
without borrowing from the General Fund. The fund balance should never drop
below the Minimum Balance, which is currently about $600,000. The Minimum
Balance is based on the bill frequency. For utilities that bill monthly, a minimum
of approximately six weeks of O&M expenses is recommended.

e Target Balance. The Target Balance is the Minimum Balance plus an additional
cash margin for capital improvements so that sufficient funds are available to
pay for ongoing PAYGo projects without cash flow constraints. The capital
component is set to 1.5 times the average annual PAYGo expenditures, which is
about $1.1 million; therefore, the Target Balance is currently about $1,700,000.

Figure 3-3 shows the combined fund balance for the operating and capital improvement
reserves compared with the target balances. The line labeled “Minimum Balance”
represents the operating reserve target balance. The line labeled “Target Balance”
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(diamond symbols) is the sum of the target balances for the Operating Reserve in the
Capital Improvement Reserve.

Figure 3-3 indicates that the fund balance is currently, and will remain, above the target
balance. In this way, the increased operating and capital costs that are projected will be

covered throughout the planning period. As described in Section 3.4 below, the

additional revenue throughout the planning period is the result of growth and increases

to non-residential rates.

Figure 3-3. Wastewater Fund Balance With and Without Rate Increases
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3.3 COST OF SERVICE ANALYSIS

The City’s current wastewater rates determine how much of the total revenue
requirement is paid by each customer class (e.g., single-family residents, multi-family
residents, commercial accounts, industrial accounts). A cost of service analysis
determines how much each class should pay based on its respective share of flow and
wastewater strength (i.e., biochemical oxygen demand and total suspended solids, the
standard measures of wastewater strength). A cost of service analysis should be
conducted periodically to account for any material changes 1n the loadings.

Allocation of Costs to Functions

The cost of service analysis is a process by which expenses (i.e., the City’s FY 2013-14 -
revenue requirement) are allocated to the four functions that represent the services the
City provides to customers. Three of the functions are related to the “loading” on the
collection system and treatment facility produced by the volume and strength of
wastewater; the fourth function is related to customer accounts. The revenue
requirement is allocated to functional categories that represent the functions performed
by the City’s facilities: customer accounts (i.e., customer service activities, which
includes billing), flow, biochemical oxygen demand (BOD), and total suspended solids
(TSS), as shown in Figure 3-4.

When each of these functionalized costs is divided by the associated units of service, the
unit costs of service are derived. For example, the unit cost per parcel to service
accounts is $12.07 per year; the unit cost per thousand gallons of flow is $3.55, as shown
in Figure 3-4. The unit costs are independent of customer class. In other words, the
unit cost to treat flow is the same regardless of customer class because it represents the
average for all customers. The unit costs are not rates, however. Unit costs are used to
determine each class’ share of the revenue requirement based on each class’ required
services. The rate design determines how the revenue requirement is paid for by each
customer depending on which class of service it belongs.
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Figure 3-4. Wastewater Allocation of FY 2013-14 Costs to Functions

FY 2013-14 | Alioc
Rev Req | Type Allocation Factors Allocated Costs
Accounts Flow BOD IsS Total || Accounts Elow BOD Iss Total
Direct Expense Allocations
Treatment Plant
Professional Services $ 3,042,826 1 0% 400% 300% 300% 100% || $1,217,130 $ 912,848 $ 912,848 $ 3,042,826
Debt Service 150,208 1 0% 400% 300% 300% 100% - 60,083 45,062 45,062 150,208
Subtotal - Treatment Plant 3,193,034 - 1,277,214 957,910 957,910 3,193,034
Customer Accounts
Admin Services - Utillity Billing 160582} 3 100% 00% 00% 00% 100% 160,582 - - - 160,582
Subtotal - Customer Accounts 160,582 160,582 - - - 160,582
Collection System
Public Services - Operations 1,929,403 2 0% 900% 50% S50% 100% - 1,736,463 96,470 96,470 1,929,403
Transfer to Capital Proj Reserve 405,181 | 2 0% 900% 50% 50% 100% - 364,663 20,259 20,259 405,181
Subtotal - Collection System 2,334,584 - 2,101,126 116,729 116,729 2,334,584
M Direct Expenses $ 5,68§£Oi $160,582 $3,378,340 $ 1,074,639 S 1,074,639 $ 5,688,201
% of Total Direct Expenses 28% 59 4% 18 9% 18 9% 100 0%
Composite Expense/(Revenue) Allocations
Public Services - Engineering $ 133,581 4 3% 59% 19% 19% 100% ||$ 3,771 S 79,336 $ 25237 § 25237 $ 133,581
Public Services - Administration 90,330 | 4 3% 59% 19% 19% 100% 2,550 53,649 17,065 17,065 90,330
Gty Attorney 24,720 4 3% 59% 19% 19% 100% 698 14,682 4,670 4,670 24,720
Finance - Retiree Health 8enefits 30,650] 4 3% 59% 19% 19% 100% 865 18,204 5,791 5,791 30,650
OPEB Expense 121,270 4 3% 59% 19% 19% 100% 3,424 72,025 22,911 22,911 121,270
Allocated Costs - General Fund 451,280 4 3% 59%  19%  19% 100% 12,740 268,025 85,258 85,258 451,280
Transfer to Fund #915 & 970 92,673} 4 3% 59% 19%  19% 100% 2,616 55,040 17,508 17,508 92,673
Transfer out 500,000 4 3% 59% 19%  19% 100% 14,115 296,960 94,462 94,462 500,000
Transfer to/(from) Operating Reserves (3,246)] 4 3% 59% 19% 19% 100% (92) (1,928) (613) (613) (3,246)
Total Composite Expenses 1,441,258 40,688 855,993 272,289 272,289 1,441,258
% of Total Net Revenue Requtrement| 28% 594% 189% 18 9% 100 0%|
Total Direct and Composite Expenses $ 7,129,459 Al $201270 $4,234332 $ 1,346,928 $ 1,346,928 $ 7,129,459
Allocation Tvpes, | Unit Cost Calculations 4]
1 - Treatment Plant Units of Service B 16,682 1,193,050 2,541,612 2,419,009
2 - Drrect attribution with HF&H estimate of flow, BOD, and TSS Unit Type Accounts Tgals Pounds Pounds
3 - Customer Account Allocations - Direct attnbution
4 - Composite Expense Allocation Composite of 1,2, 3 Unit Costs (A - 8) $12 07 $355 $053 $056
$/Account $/Tgals S/lb $/lb

Customer Class Loadings

Wastewater flows from individual customers are not metered; therefore winter water
use data for residential customers is the closest representation of flows that customers
discharge to the City’s system for conveyance and treatment. The assumption is that

residents use minimal outside or irrigated water during the winter period. A full
twelve months of actual water flows were used for non-residential customers. HF&H

obtained the metered water data from City and summarized the data by customer class.
The respective flow data was then multiplied by the strength concentrations stipulated

by the State Water Resources Control Board’s Guidelines? to determine the total loadings
on the system for each customer class; Figure 3-5 presents the results of this calculation.

4

2 State Water Resources Control Board Revenue Program Guidelines. Appendix G 1979
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Figure 3-5. Wastewater Customer Class Loadings
Mass Balance

Customer Class Accounts Flow BOD TSS Total BOD Total TSS
Accounts Tgals mg/l mg/l Ibs Ibs

Residential

SFR 16,270

MFR 92
Total Residential 16,362 960,110 260 240 2,083,150 1,922,908
Non-Residential

Average Strength 276 202,582 200 200 338,110 338,110

High Strength 44 30,358 475 624 120,352 157,991
Total Non-Residential 320 232,940 236 1426 458,462 496,101

Total 16,682 1,193,050 255 243 2,541,612 2,419,009

Revenue Requirement Allocation

In a cost of service analysis, all customer classes are treated equally through the
application of the same unit costs, which is the fundamental purpose of cost of service
analysis. A cost of service analysis fairly distributes the revenue requirement to each
customer class, after which rates can be designed to generate the revenue required of
each class. Figure 3-6 presents the results of the revenue requirement allocation, which
is calculated for each customer class by multiplying the per unit costs by customer class
loadings from Figure 3-5 above.

Figure 3-6. Wastewater Revenue Requirement Allocations to Customer Classes

FY 12-13 Cost-of-Service per Unit Total Cost
Accounts Flow BOD 188 of Service

per account per Tgals per lb per |b

Cost of Service per Unit $12.07 $3.55 $0.53 $0.56

(from Figure 4-2)
Residential $ 197,409 $3,407,588 $ 1,103,966 $ 1,070,694 | $5,779,658
Non-Residential

Awverage Strength 3,330 718,998 179,181 188,263 1,089,773
High Strength 531 107,746 63,781 87,971 260,028
Total Non-Residential 3,861 826,744 242,962 276,234 1,349,801
Total Revenue Requirement| $ 201,270 $4,234,332 $ 1,346,928 $ 1,346,928 | $7,129,459

Figure 3-7 compares the cost of service allocations (from Figure 3-6) with the projected
revenue for FY 2013-14 under the existing rate structure. The difference indicates
whether a class is paying more or less than its share of the cost of service. The analysis
indicates that the non-residential customers are paying less than their share of the cost
of service.
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Figure 3-7. Wastewater FY 2013-14 Cost of Service Comparison

Current Current Current Cost $ %
Customer Class EDUs Rate Revenue of Service Variance Variance
per EDU (from Figure 4-4)
Residential 17,066 $ 3208]%$6,569,727 $ 5,779,658 | $ (790,069) -12%
Non-Residential 1,454 $ 32083 559,732 % 1,349,801 | $ 790,069 141%
Total Revenue Requirement $7129459 $§ 7,129,459

3.4 RATE DESIGN/RATE INCREASES

After each class’ share of the revenue requirement was determined by the cost of service
analysis (see Figure 3-6), rates can be designed to ensure that each class’ rates generate
its respective share of the cost of service.

Residential

The current per EDU rate for residential customers is sufficient to cover the cost of
service calculated in Figure 3-6 for residential customers during the five-year projection
period; therefore, no change to the rate design or per EDU rate 1s recommended during
the five-year projection period.

Non-Residential

As shown in Figure 3-7, current non-residential rate revenue is not sufficient to cover
the cost to provide such service to non-residential customers. Therefore, we are
recommending the following modifications to the rate design and recommending the
phasing m of rate increases over the five-year projection period to generate sufficient
revenue to cover the cost of service by FY 2017-18.

The common rate design objectives are rate payer equity, financial stability, legal
compliance, administrative simplicity, and customer understanding. Of these five
objectives, balancing rate payer equity with financial stability requires the greatest
discretion. Rate payer equity can be improved through the flow charge, which reflects
differences in flow among customers. However, the more revenue that is associated
with flow, the less stable the revenue will be from year to year. In addition, if the fixed
charge is too low, customers with very low flow will pay bills that are far below the
baseline fixed cost of service.

In the City’s case, we recommended a fixed charge per account (rather than per EDU)
for non-residential accounts which will remain the same, at $32.08 per account, during
the five-year projection period. In addition, we recommend implementing flow-based
charges for non-residential customers based on the strength of the discharge being
transported and processed. The increases in the flow-based charges are being phased-
in over the planning period.
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Figure 3-8 summarizes the recommended residential and non-residential monthly
charges for the five-year projection period and the projected revenue generated. As
shown in Figure 3-8, the proposed monthly charges are projected to generate sufficient
non-residential revenue (51,371,005 by FY 2017-18) to cover the non-residential cost of
service of $1,349,901 (as shown in Figure 3-7).

Figure 3-8. Wastewater Proposed Monthly Charges

Current Proposed Monthly Charges
Customer Class Monthly Charge FY 13-14 FY 1415 FY 1516 FY 16-17 FY 1718
Residential
Single Family (per EDU) $32 08 $32 08 $32 08 $32 08 $32 08 $32 08
Multi Family (per EDU) $32 08 $32 08 $32 08 $32 08 $32 08 $32 08
Non-Residential
Fixed Charge (per Account) $32 08 $32 08 $32 08 $32 08 $32 08 $32 08
Flow Charge
Avwerage Strength (per Tgal) $0 00 $146 $2 33 $319 $4 05 $4 92
High Strength (per Tgal) $0 00 $4 62 $5 48 $6 35 $7 21 $8 07
Rewenue from Rates
Residential $ 6,569,727 $ 6,602,576 $ 6,635589 $ 6,668,767 $ 6,702,111
Non-Residential 559,732 761,035 963,345 1,166,667 1,371,005
$ 7,129,459 $ 7,363,611 $ 7,598,934 $ 7,835434 $ 8,073,116

Note Projected residential revenue reflects growth m accounts, Projected non-residential revenue reflects growth m accounts, as
well as the recommended rate increase

3.5 COMPARISON OF PROPOSED CHARGES WITH NEIGHBORING AGENCIES

Figure 3-9 compares the City’s proposed FY 2013-14 rates (with the City’s proposed rate
change effective January 1, 2014) for all residents and typical average- and high-
strength non-residential customers.

Figure 3-9. Wastewater Monthly Customer Bill Comparison (FY 2013-14)

Average Lincoln Lincoln
Customer Class Monthly Flow (current) (proposed) Auburn Loomis’ Rocklin' Roseville’?
Residential (Tgals)
Single Family $32 08 $32 08 $61 38 $28 00 $28 00 $29 85
Mult Family $32 08 $32 08 $61 38 $28 00 $28 00 $29 85
Non-Residential
Church 5 $32 08 $3915  not avallable  $28 00 $28 00 $29 85
Large Retailer 165 $32 08 $27302  not avalable  $28 00 $28 00 $658 13
Small Grocery Store* 4 $64 16 $50 16 not avallable  $56 00 $56 00 $59 70
Restaurant* 93 $417 04 $461 34  not avalable $364 00  $364 00 $729 88
Large Grocery Store* 176 $433 08 $84560 not avallable $37800 $37800 $1,077 55
'Rate effective 7/1/2013
2Customers sened by the City of Roseulle
3Flow charge applies to water use in excess of 10 Hundred Cubic Feet per month for metered commercial customers
*Denotes high strength customer

Note Non-residential charge based on May 2011 through April 2012 average monthly flows
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4. SOLID WASTE RATES

4.1 BACKGROUND

The City provides residential and commercial solid waste and residential yard waste
collection to the City’s 16,000 accounts. The City currently charges its residents $19.98
per month for once-a-week servicing of 90-gallon solid waste container and a 64- or 90-
gallon yard waste container. The solid waste container is delivered to the Western
Placer Waste Management Authority (WPWMA) material recovery facility (MRF) on
Athens Road, where it is sorted and recyclable materials are separated and recycled.
Non-residential customers are charged a monthly rate based on their subscription level
(e.g., 1 cubic yard bin, serviced 1 time per week; 3 cubic yard bin, serviced 3 times per
week).

4.2 REVENUE REQUIREMENT PROJECTIONS

To determine whether additional rate revenue is required, projected operating and
capital expenses are compared with projected revenue from current rates. Rates are
then increased so that the expenses are covered and operating and capital reserves are
maintained.

Key Assumptions

The City’s FY 2012-13 budget served as the basis for determining the revenue
requirement projections for the five-year planning period from FY 2013-14 through
FY 2017-18. Figure 4-1 summarizes the projected expenditure trends, which are
noteworthy in the following respects:

Disposal and Processing

Disposal and processing costs increase 2.1% annually based on: 1) planned per-ton tip
fee increases at the WPWMA MREF; and, 2) projected increases in volume of materials
collected and processed.

Salaries and Benefits

The City’s FY 2012-13 budget includes the proposed addition of an Environmental
Services Manager and a Senior Engineer which shall be shared with the water and
wastewater utilities. The solid waste enterprise has been allocated 30% of the
Environmental Services Manager and 10% of the Senior Engineer (approximately
$78,000 per year). Salaries and benefits for the existing and proposed staff were
assumed to increase an average of 1.8% - 4.7% per year due to the projected increases in
health care premiums, workers’ compensation insurance rates, and wage rates.
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Operations and Maintenance Expense

The majority of the City’s operations and maintenance expenses (excluding salaries and
benefits) are projected to gradually increase during the planning period at the projected
rate of inflation. Cost increases greater than inflation include: an additional 640 hours
of leaf collection per year (annual average of $38,000); and, additional landfill
maintenance expenses (annual average of $128,000).

Debt Service

The solid waste enterprise does not currently have any debt service, nor are there plans
to incur debt to finance collection vehicle purchases during the planning period.

Capital Replacement Fund

The majority of the capital replacement fund expense comprises pay-as-you-go
(PAYGo) funding for collection vehicles. The City plans to fund future vehicle and
collection container purchases on a PAYGo basis using a portion of annual rate revenue
and available reserves.

Other Expenditures

The other expenditures are comprised of the Solid Waste enterprise’s share of the corp
yard bond payment, annual OPEB obligations, and annual landfill maintenance
expenses related to the City’s old landfill located on Virginiatown Road.
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Figure 4-1. Solid Waste Annual Revenue Requirement
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FY 2012-13 FY2013-14 FY 2014-15 FY 2015-16 FY 2016-17 FY2017-18
Projected

Expenditures FY 201213 FY 201314 FY 2014-15 FY 201516 FY 2016-17 FY 2017-18
Disposal/Processing $ 1,655,000 $ 1,587,907 $ 1,621,452 $ 1,655,646 $ 1,690,501 $ 1,726,029
Operations and Maintenance 1,388,022 1,453,466 1,522,846 1,622,597 1,730,781 1,848,161
Salanes and Benefits 1,325,037 1,353,763 1,384,688 1,451,123 1,521,787 1,597,009
Capital Replacement Fund 307,521 194,046 188,213 120,378 39,640 (52,407)
Other Expenditures 462,548 500,268 545,477 599,707 664,806 743,000

Total Revenue Requirment $ 5,038,128 $ 5,089,450 $ 5,262,675 $ 5,449,451 § 5647,516 $ 5,861,792

Figure 4-2 summarizes the projected revenue requirements, revenue from current rates
(i.e., without any rate increases), annual surpluses and deficits, and the fund balance
before rate increases. Figure 4-2 also shows the projected revenue increases to offset
future deficits so that the solid waste reserves are maintained at an adequate level (see
Section 4 3 for discussion on the adequate level of reserves). The rate increases that are
projected would become effective July 1 of each year, with the exception of the

FY 2013-14 increase which would become effective January 1, 2014 (six months into the
fiscal year).
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Figure 4-2. Solid Waste Revenue Increases
Projected
FY 201213 FY 201314 FY 201415 FY 2015-16  FY 201617 _FY 2017-18

Revenue Requirement $5,038,128  $5,089,450 $5,262,675 $5449,451 $5647,516  $5,861,792
Revenue from Current Rates $4,757,964 $4,786,851 $4,815738 $4,844,625 $4,873,512  $4,902,399
Surplus/(Deficit) ($280,164)  ($302,599)  ($446,937)  ($604,827)  ($774,004)  ($959,393)

Fund Balance (before increases) $1,681,814 $797,424 $13,718 ($726,432) ($2,016,398) ($3,297,844)

Revenue Increase 00% 6.0% 6 0% 50% 50% 5.0%
Revenue from Increase $0 $143,606 $505,225 $870,967 $1,163,644 $1,474,188

Fund Balance (after increases) $1,681,814 $941,389 $753,676 $886,068 $763,215 $959,263

To generate the necessary revenue to maintain the reserve fund balance noted in

Figure 4-2 above, the percent increases noted can be applied across-the-board to all
current residential and commercial solid waste service rates. However, it may be
necessary to increase residential rates by a different percentage than commercial rates if
the City’s current rate structure is not designed so that each customer class is paying its
proportionate share of the total revenue requirement calculated above. Section 4.3 of
this report summarizes the cost of service analysis conducted to apportion the revenue
requirement to each customer class (e.g., residential and commercial) and the resulting
rate increases.

Operating and Capital Reserve Funds

The revenue increases indicated in Figure 4-2 are required to offset the City’s increased
costs and to maintain adequate reserves. Rates must be set so that the fund balance
achieves the target balances for the reserve funds. Itis the City’s practice to maintain
two reserve funds for solid waste operations: an operating reserve and a capital
replacement reserve.

e Minimum Balance. The Minimum Balance is based on the amount of revenue
that is needed to provide working capital for month-to-month O&M
expenditures. With sufficient working capital, the City can operate without cash
flow constraints and without borrowing from the General Fund. At a minimum,
we recommend an operating reserve that is based on how frequently customers
are billed. This frequency establishes the lag between when the City incurs
expenses and when it receives revenue from billings. The City bills its customers
monthly. We recommend that, at a minimum, the Operating Reserve equal 1.5
times the bill frequency (or six weeks in the City’s case), which is the equivalent
of 12.5% of one year’s O&M expenditures, which is currently about $300,000. The
City’s Operating Reserve should never drop below this minimum balance.
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e Target Balance. The Target Balance is the Minimum Balance plus an additional
cash margin for working capital to purchase collection vehicles and collection
containers used by the residents and businesses. The fund balance needs to be
sufficient to purchase collection vehicles without delays caused by cash flow
limitations, thereby eliminating financing costs. In the City’s case, the capital
component of the Target Balance is set to 1.25 times the average annual PayGo
expenditure, which is about $700,000. This will provide adequate cash flow for
the purchase of two or three collection vehicles per year during the planning
period (which reflects replacing vehicles after 8-10 year in use, which is the
typical useful life of a collection vehicle) and $15,000 per year for container
purchases. Therefore, the Target Balance is currently about $1,000,000.

Figure 4-3 shows the combined fund balance for the operating and capital replacement
reserves compared with the target balances. The line labeled “Minimum Balance”
represents the operating reserve target balance. The line labeled “Target Balance”
(diamond symbols) is the sum of the target balances for the operating reserve in the
capital replacement reserve.

Figure 4-3 indicates that the fund balance is above the target in FY 2011-12. The
combined fund balance drops considerably by FY 2013-14 due to one-time payments to
fund accumulating unfunded liabilities (the solid waste enterprises’ proportionate share
of unfunded other post-employment benefits (OPEB) and corporation yard construction
expenses. The reserves had previously been accumulated to accommodate these one-
time payments.

With the projected revenue increases, the fund balance will drop to its lowest point in
FY 2014-15, approximately 25% below the target balance (but still significantly above
the minimum balance) and will be just below the target balance by the end of the
planning period, FY 2017-18. In this way, a combination of revenue increases and the
use of the current reserve funds cover the increased operating and capital costs that are
projected.

October 14, 2013 Page 40 HF&H Consultants, LLC




City of Lincoln Water, Wastewater, and Solid Waste Rate Study — REVISED
4. Solid Waste Rates

Figure 4-3. Solid Waste Fund Balance With and Without Rate Increases
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4.3 COST OF SERVICE ANALYSIS

The City’s current solid waste rates determine how much of the total revenue
requirement is paid by each customer class (e.g., residential and commercial customers).
A cost of service analysis determines how much each class should pay based on its
respective share of the route labor costs, route vehicle costs, administrative costs, and
disposal/ processing costs at the WPWMA MREF.

A cost-of-service analysis is a rate-making methodology that apportions the cost of
service to the classes of customers in proportion to the benefits received. The
methodology first requires the identification of costs by service or function provided
(i.e., collection, disposal/processing, billing, etc.). The units of service associated with
each function are then determined. Each class is then allocated its share of the services
based on the percentage of that service/expense that it requires. This cost-of-service
methodology was used in allocating the City’s cost of service to 1ts residential and
commercial customers.

Figure 4-4 summarizes the proportionate costs and revenues at current rates for each of
the City’s customer classes (residential and commercial). The overall revenue shortfall
for FY 2013-14, based current rates and current customer service levels, is 7.0% (before
the recommended 6.0% rate increase and use of reserve funds). Our cost of service
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analysis found both customer classes are generating the same 7.0% shortfall; therefore,
the City’s current rate structure properly apportions the cost of service to each customer
class for the benefits received.

Figure 4-4. Solid Waste Cost of Service Analysis

Budgeted  Allocation | Allocation Percentages Allocated Expenses
FY 2013-14  Method Residential Commercial | Residential Commercial Total

Salanes and Benefits - Operations $1,011,011 Route Labor 71 2% 28 8% $719,656 $291,355| $1,011,011
Salanes and Benefits - Administrative $342,752 Accounts 98 1% 19% $336,231 $6,521 $342,752
Operating Costs
50101 Office Expense 674 Accounts 98 1% 19% $661 $13 674
50111 Insurance 21,267 Routes 82 4% 17 6% $17,529 $3,739 21,267
50140 Matenals / Supples 71,572 Routes 82 4% 17 6% $58,990 $12,582 71,572
50150 Fuel & OIl 192,080 Routes 82 4% 17 6% $158,314 $33,766 192,080
50190 Clothing 9,570 Routes 82 4% 17 6% $7,887 $1,682 9,570
50220 Adwertising 15,150 Accounts 98 1% 19% $14,862 $288 15,150
502560 Communications 6,606 Routes 82 4% 17 6% $5,445 $1,161 6,606
50270 Equipment Maintenance 51,500 Routes 82 4% 17 6% $42,447 $9,053 51,500
50320 Taxes 103 Routes 82 4% 17 6% $85 $18 103
50350 Lease Expense 100,000 Accounts 98 1% 19% $98,097 $1,903 100,000
50400 Professional Servces 236,008 Accounts 98 1% 1 9% $231,518 $4,490 236,008
50500 Membership / Dues 657 Accounts 98 1% 19% $644 $12 657
50540 Training 4,893 Routes 82 4% 17 6% $4,032 $860 4,893
50710 Regulatory Fees 22,454 Routes 82 4% 17 6% $18,507 $3,947 22,454
57305 Disposal Fees 1,587,907 Tonnage 76 0% 24 0% $1,207,372 $380,535 1,587,907
60000 Depreciation 33,987 Routes 82 4% 17 6% $28,012 $5,975 33,987
80050 Equipment 5,150 Routes 82 4% 17 6% $4,245 $905 5,150
Subtotal, Operating Costs $2,359,577 $1,898,648 $460,929 | $2,359,577
Non-Operating Costs
65100 Cost Allocation - General Fund 430,814 Accounts 98 1% 19% $422,617 $8,197 430,814
65610 Cost Allocation - Fleet 250,983 Routes 82 4% 17 6% $206,862 $44,120 250,983
Subtotal, Non-Operating $681,796 $629,479 $52,317 $681,796
Total Op and Non-Op Expens $4,395,136 $3,584,014 $811,122 | $4,395,136
Transfers To/(From) Reserves
Capital Replacement Fund (721) 194,046 Routes 82 4% 17 6% $159,935 $34,111 194,046
Corp Yard/City Hall Bond Pmt 159,713 Accounts 98 1% 19% $156,674 $3,039 159,713
OPEB Fund 214,376 Route Labor 71 2% 28 8% $152,596 $61,779 214,376
Landfill Maintenance Costs 126,179 Tonnage 76 0% 24 0% $95,941 $30,238 126,179
Total Transfers 694,314 565,146 $129,167 694,314
Net Revenue Requirement $5,089,450 | Allocated Expenses  $4,149,161 $940,290  $5,089,450

Less Bad Debt ($19,494) ($4,415)
Net Revenue  $3,879,405 $878,559  $4,757,964

$ Surplus/(Shortfall) _ ($269,756) __ ($61,730) _ ($331,486)
% Surplus/{Shortfal) 7 0% 0% 7 0%

Annual Rewvenue at Current Rates  $3,898,899 $882,974 ‘
|

4.4 RATE DESIGN AND PROJECTED RATE INCREASES

The rate design derives rates that will generate the appropriate amount of revenue (i.e.,
each customer classes’ proportionate share of the revenue requirement) for each
customer class. As shown in Section 4.3, the City’s current rate structure is consistent
with industry standards and satisfies the legal rate-making objectives; therefore, the
|
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City should apply the following recommended rate increases across-the-board, without
rate structure changes, to all existing solid waste rates:

e FY 2013-14 (effective 1/1/14): 6.0%
o FY 2014-15 (effective 7/1/15): 6.0%
e FY 2015-16 (effective 7/1/15): 5.0%
o FY 2016-17 (effective 7/1/15): 5.0%
e TY 2017-18 (effective 7/1/15): 5.0%

With these increases, rates should cover ongoing contractual and operating cost
increases and to maintain adequate reserves through FY2017-18. Each year, prior to
implementing the rate increases, City staff should confirm the need for the rate increase.
The City can implement a lower rate increase, if conditions warrant, without going
through the Proposition 218 notification process. If higher rate increases are needed
that exceed the adopted rates, the City will need to initiate a new Proposition 218
proceeding.

The recommended annual increases and corresponding residential and commercial
solid waste rates are summarized in Figure 4-5.

Figure 4-5. Solid Waste Monthly Rates - Current and Projected

Planning Penod
Customer Class Current FY 201314 FY 2014-15 FY 201516 FY 201617 FY 201718
eff 1/1/14 eff 7/1/14 eff 7/1/15 eff 7/1/16 eff 7/1/17
Rate Increase 6 0% 6 0% 5.0% 50% 5 0%
Residential’ $19 98 $21 18 $22 45 $23 57 $24 75 $26 00
Commercial?®
90 gal Can, 1x/wk $24 01 $25 45 $26 98 $28 33 $29 74 $3123
90 gal Can, 2x/wk $46 26 $49 04 $51 98 $54 52 $57 31 $60 17
90 gal Can, 3x/wk $68 51 $72 62 $76 98 $80 83 $84 87 $89 11
90 gal Can, 4x/wk $90 76 $96 21 $101 98 $107 08 $112 43 $118 05
3-yard Bin Pickup® $26 17 $27 74 $29 40 $3087 $32 42 $34 04
4-yard Bin Pickup® $34 17 $36 22 $38 39 $40 31 $42 33 $44 45
5-yard Bin Pickup® $42 17 $44 70 $47 38 $4975 $52 24 $54 85
3-yard Bin Monthly Lease $21 17 $22 44 $23 79 $24 98 $26 22 $27 54
4-yard Bin Monthly Lease $27 19 $28 82 $30 55 $32 08 $33 68 $3537
5-yard Bin Monthly Lease $34 17 $36 22 $38 39 $40 31 $42 33 $44 45

1Rate provides for weekly collechon of one 90-gal sohd waste container and one green waste contamer

Rate provides for solid waste collection, commercial rate also applies to multi-family complexes sharing contamners

3Rate provides for collection one-time per week, Rate for multiple collections per week 1s the stated rate times the number of
regularly scheduled collections per week

4.5 COMPARISON OF PROPOSED CHARGES WITH NEIGHBORING AGENCIES

Figure 4-6 compares the current and proposed rate for the City’s residential customers
to some of the City’s neighboring agencies. As shown in the figure, some agencies have
multiple residential rates based on the size of collection container (e.g., 90-gallon, 60-
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gallon). The City’s proposed rate, effective 1/1/14, remains the lowest for 90-gallon
service when compared to the neighboring agencies. Note: Figure 4-5 reflects other
agencies’ current rates. These rates may change during the forthcoming year.

Figure 4-6. Solid Waste Residential Rate Comparison

($/month)
$60 00
$50 00 . 4
$40 00
$30 00 F
S SR A ?
2000 —@ L
5 X | A A
A
$10 00
$- Placer
Lincoin- | Lincoln- County Citrus
Current | Proposed YubaCity [ Aubum | Loomis | Roseville Areas Heights
184
€90gal| $1998 $21 18 $50 06 $27 73 $24 00 $23 40 $29 99 $25 75
B 60gal $37 74 $24 69 $23 40 $24 97 $20 70
A30gal $25 41 $17 31 $12 36 $17 36 $18 63

Figure 4-7 compares the City’s current and proposed commercial rate (for the most
common commercial service level, 3 cubic yards - 1x/week) to some of the City’s
neighboring agencies. The City’s proposed rate remains much less than most of the
neighboring agencies and is slightly higher than the rate changed in Roseville.

Note: Figure 4-6 reflects other agencies’ current rates. These rates may change during
the forthcoming year.
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Figure 4-7. Solid Waste Commercial Rate Comparison (3 CY — 1x/wk)
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APPENDIX C. SOLID WASTE RATE MODEL
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Muanaging Tomoriow’s Resources Today

HEH CONSULTANTS, LLC

201 North Civic Drive, Suite 230 Robert D Hilton, CMC

Walnut Creek, California 94596 John W Farnkopf, PE

Telephone 925/977-6950 Laith B Ezzet, CMC

Fax 925/977-6955 Richard ] Simonson, CMC

wuww hifh-consultants com Marva M Sheehan, CPA
| October14,2013 )

Mr Steve Ambrose
Financial Analyst
City of Lincoln

600 Sixth Street
Lincoln, CA 95648

Subject: Water, Wastewater, and Solid Waste Rate Study - Revised Draft

Dear Mr Ambrose

HF&H Consultants, LLC, 1s pleased to submut this report that documents the updates to
the City’s water, wastewater, and solid waste rates The report was revised to address
public comments received at the October 8, 2013 City Council meeting We specifically
provided more mformation concerning transfers, capital improvements, and rate
structure proportionality with the aim of explaimning how rate payer money 1s being
spent to support each of these three enterprises

It has been a pleasure working with you and City Staff on this challenging project
Very truly yours,

HF&H CONSULTANTS, LLC

John W Farnkopf, P E , Senior Vice President

Rick Stmonson, C M C, Vice President
Smma Mostafael, Senior Associate
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Figure 4-7. Solid Waste Commercial Rate Companson (3 CY — 1x/wk

ACRONYMS

BOD Biochemical Oxygen Demand, an organic component of wastewater
strength

cap Capital Improvement Plan

COs Cost of service

DU Dwellmg unit

EDU Equivalent Dwellng Unit, an average single-family residential
customer

EMU Equivalent meter unit

EPA Environmental Protection Agency

FY Fiscal Year

GCD Gallons per Capita per Day

GPD Gallons Per Day

HCF or CCF  Hundred (100) Cubic Feet of metered water, 748 gallons, a cube of
water 4 6 feet on edge

1&l1 Inflow and Infiltration, stormwater runoff that enters collection systems
as mflow through surface openings or as infiltration through subsurface
cracks or other openings

Mg/1 Milhigrams per Liter

MRF Material Recovery Facility

O&M Operations and Mamtenance

PAYGo Pay-As-You-Go financing, as opposed to debt financing

PCWA Placer County Water Agency

TGAL Thousand Gallons

TSS Total Suspended Solids, an inorganic component of wastewater
strength

WPWMA Western Placer Waste Management Authority
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City of Lincoln Water, Wastewater, and Solid Waste Rate Study — REVISED
1. Executive Summary

1. EXECUTIVE SUMMARY

The City of Lincoln (City) provides water, wastewater, and solid waste services to
residents and busmesses primarily located mside the city Iimits  The last rate studies
were completed m 2006 for water and wastewater and m 2005 for sohd waste The
purpose of this report 1s to document the rate study HF&H Consultants (HF&H)
conducted n 2012 and 2013

The process of updating the City’s water, wastewater, and solid waste rates began in
February 2012 with meetings with Staff to discuss rate-making objectives, recent
developments that should be reflected in the analysis, data collection, and model
development Prelimimnary results were presented to City Staff for review and revision
m late 2012 Presentations were made to the City’s Finance Commuittee on March 15,
April 19, May 6, and June 4, 2013, based on comments and direction received from the
Finance Committee members Fmal revisions were made and presented to the City
Council at a workshop on August 5, 2013

1.1 STUDY PURPOSE AND OBJECTIVES

The purpose of this study 1s to conduct a comprehensive analysis of the City’s utility
rates, mcluding documentation of the analysis, underlying assumptions, and the
rationale for the recommended rates This study has several key objectives

¢ Determme how much revenue 1s required to meet the City’s requirements,
mcludmg O&M, capital improvement, and reserve funds

e Determuine the cost of service for each customer class

¢ Evaluate alternative rate structures that will ensure that customers within each

_,-—{ Deleted:

customer

e Compare the City’s rates and customer bills with those of 1ts neighboring
agencies

laws are compled with
1.2 METHODOLOGY

This rate study included three analytic stages for each utility

¢ Revenue Requirement Projections. The City’s expenses and revenues are
projected based on expected cost escalation factors and growth rates The

October 14, 2013 Page 1 HF&H Consultants, LLC
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City of Lincoln Water, Wastewater, and Solid Waste Rate Study — REVISED
1 Executive Summary

difference between expenses and revenues must be offset by annual revenue
Increases

s Cost of Service Analysis. The revenue requirement for the coming rate year 1s
allocated to each customer class based on the cost of service attributable to each
class

+ Rate Design and Bill Comparison. Rates are designed for each customer class to
recover 1ts share of the cost of service The reasonableness of the rate design 1s
evaluated by comparing bills between customer classes to ensure that
proportionality 1s mamtaimed

1.3 RATE-MAKING OBJECTIVES

The City has several rate-making objectives that the recommended rates are designed to
achieve

{Deleted: be J
{Deleted' recover ]
~~~~~~ { Deleted: the City’s }

» Conservation Signal Rates are designed to reward customers for efficiency and
to discourage waste

¢ Administrative Ease Rates are designed to enable easy implementation and
ongomg administration, including monitoring and updating

» Affordability. Rates need to be as affordable as possible while maintaming the
City’s sound fmancial position and credit rating

o Customer Acceptance Rates are designed to be as simple as possible to facilitate
customer understandmg and acceptance

» Fairness. Rates are designed so that each customer class pays 1ts proportionate
share of the required revenue m comphance with legal rate-making
requirements

14 FINDINGS AND RECOMMMENDATIONS
Revenue Requirement Projections

Deleted that will cover 1ts fixed and
varnable costs

| Deleted* Figure 1-1 also

Figure 1-1 summarizes the annual increases 1n revenue requirements that rates must be
| setto fund, for each enterprise The comparatively high increase mn water revenue

%
................................................................................................................ -~
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City of Lincoln Water, Wastewater, and Solid Waste Rate Study — REVISED
1 Executive Summary

requirements 1s driven by the need to increase the amount of capital improvement that
are needed n water infrastructure and by projected mcreases in the cost of purchased
water from PCWA The comparatively low mcreases m sewer and solid waste revenue

Figure 1-1 Revenue Requirement Projections
Proposed

FY 2012-13 FY 2013-14 FY 201415 FY 201516  FY 2016-17  FY 2017-18

Water $11,367,370 $11,592,358 $12,538,528 $13,365,432 $14,217,343 $15,426,152
Wastewater $ 6,734,876 S 7,155,121 $ 6,857,972 $ 7,119,843 S 7,305,044 S 7,625,366
Solid Waste $ 5,038,128 S 5,089,450 S 5,262,675 S 5,449,451 $ 5,647,516 S 5,861,792

Figures 1-2, 1-3, and 1-3 show the relative distribution of the major components of the
revenue requirements for each enterprise in FY 2013-14 These ficures generally
indicate how rate paver revenue is spent

Fiqure 1-2. FY 2013-14 Water Revenue Requirements

H
Cost !

\ Allocation|

\-General

* Fund

Corp Yard/City Hall \
Bond Payment

\

Salaries & Benefits

\
\ Caprtal Improvement R
OPEB Obligation

|
1
|
!

[RurchasediWaterg
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City of Lincoln

Water, Wastewater, and Solid Waste Rate Study — REVISED

1 Executive Summary

Fiqure 1-3. FY 2013-14 Sewer Revenue Requirements

OPEB Obligation

f

Capttal /" 1

improvement Fund ‘ Cost |

Corp Yard/City Hall , Allocation :
Bond Payment \ -General | gajaries & Benefits

> Fund ¢

' !

i

|

Corp Yard/Crty Hall Bond

Figure 1-4. FY 2013-14 Solid Waste Revenue Requirements

Street Sweeping

Cost Allocation

Caprtal Improvement N

Payment

Other Expenditures

Landfill Mamtenance

Salaries & Benefits
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l City of Lincoln Water, Wastewater, and Solid Waste Rate Study — REVISED
1 Executive Summary

Cost of Service Analysis

The cost of service analysis for water indicated that the current rates generate less than
the cost of serving single family residential customers Water rates were set to align the
resulting revenue from each class with the cost of service for each class beginning m FY
2013-14

The cost of service analysis for sewer indicated that the current rates generate less than
the cost of serving non-residential customers Sewer rates were set to align the resulting

recommended

Rate Design
The water rate structure was modified as follows

» Convert the current base charge, which 1s a flat rate per account for all
customers, to a service charge, which varies n proportion to the size of the
customer’s meter By doing so, customers will pay for their proportionate shares
of the capacity that they require in the water system _This recommendation
comphes with industry standards

o Convert the service charges over a five-year period This will reduce the
mmmediate impact on the customers with larger services

o Create different quantity charges for smgle family, mult: family, and non-
residential customers with tiers sized specifically for the levels of demand for
each class By doing so, each rate structure can be designed to provide a price
signal that 1s appropriate to each class

e Charge for all water mcluding the water in Tier 1, which currently amounts to
over 50% of total water use mn the City By doing so, customers will only pay for
| water they use _This recommendation complies with mdustry standards.

The sewer rate structure was modified as follows

s Convert the non-residential customers from charges per EDU to charges based
on a flat charge per account (equal to the residential charge) plus a volumetric
component based on the estimated volume and strength of wastewater
discharged
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City of Lincoln Water, Wastewater, and Solid Waste Rate Study — REVISED

1 Executive Summary

e A five-vear transition toward the cost of service 1s recommended because of the

need to eradually implement the new non-residential rate structure, which 1s
based on flow, rather than on EDUs

There were no rate structure modifications m solid waste rates

The result of the foregoing revenue increases, cost of service adjustments, and rate
restructuring can be found m the body of this report

Customer Bills

through FY 2017-18. After the mcreases m FY 2013-14, the subsequent increases are
comparatively gradual The current $74 96 averag mcreases i FY 2013-14 to $87 45 per
month, an increase of $12.49 per month In subsequent vears, the average increase 1s

$6 67 per month

residential bills for FY 2013-14 with 1ts neighboring agencies _The City’s residential bills
are low compared to 1ts neighbors

Each year, prior to implementing the rate increases, City staff should confirm the need
for the rate increase The City can implement a lower rate increase, if conditions
warrant, without going through the Proposition 218 notification process If higher rate
mcreases are needed that exceed the adopted rates, the City will need to mitiate a new
Proposition 218 proceeding, which includes mailing notices to affected rate payers and
property owners

Figure 1-5 Summary of Projected Monthly Bills — Single Family Customers
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“*{ Deleted The current $74 96
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to $87 45 per month, an mcrease of
$12 49 per month

1

In subsequent years, the average
mcrease 1s about $6 67 per month
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Proposed
Current FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17 FY 2017-18
Water
Average Monthly Water Bill” $ 2290 § 3419 § 3931 § 4520 § 5018 $ 55 68
Incremental Increase $ 1129 § 512 § 589 $ 498 § 550
Wastewater
Monthly Wastewater Bill $ 3208 §$ 3208 § 3208 $ 3208 §$ 3208 § 3208
Incremental Increase $ - $ - $ - $ - $ -
Solid Waste T .
Monthly Sohd Waste Bill $ 1998 $ 2118 § 2245 $ 2357 % 2475 § 26 00
Incremental Increase $ 120 8§ 127 § 112 § 118 § 126
Combined
Average Monthly Bill $ 749 $ 8745 § 9384 § 10085 §$ 10701 § 11376
Incremental Increase $ 1249 $ 639 § 701 § 616 % 675

* Reflects monthly bill for 8,000 gallons which was the median single-family usage from May 2011 - Apnil 2012
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Water, Wastewater, and Solid Waste Rate Study — REVISED

1. Executive Summary

| Figure 16. Projected Average Monthly Single-Family Bills — All Services —.--{ Deleted: 3
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2 Water Rates

2. WATER RATES

2.1 BACKGROUND

The City provides water service to more than 16,000 accounts through a system of wells,
reservorrs, booster pumps, and distribution pipelines, all of the customers are metered
The City currently charges customers monthly bills that are the sum of a base charge
plus a volumetric charge The current base charge 1s $22 90 per month per Equivalent
Dwelling Unit (EDU), and mncludes up to 10,000 gallons of water per month at no

| additional charge The volumetric charges per 1,000 gallons applies to water use over .-~ Deleted. charge

10,000 gallons per month Because the median residential demand 1s about 8,000 per
month, much of the water used 1s mcluded m the mmimum charge

2.2 REVENUE REQUI.REMENT PROJECTIONS

Rate analysis begins by determining the revenue requirements that must be met by
rates For purposes of this study, a five-year rate projection period was developed
using a spreadsheet model With this model, revenue requirements were projected for
FY 2013-14 through FY 2017-18 by using the FY 2012-13 budget as the starting pomnt

| Figure 2-1 summarizes the major categories ..--{ Deleted compnised
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Figure 2-1. Water Revenue Requirements

Expenditure Projections
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Projected Annual Expenses (in mitlions)

Projected
Expenditures FY 2012-13 FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17 FY 201718
PCWA Purchased Water $ 6564304 $§ 6824500 $ 7363016 $§ 7698862 $ 8,005042 § 8,454,413
Operations & Maintenance 1,671,241 1,741,954 1,816,292 1,928,473 2,050,049 2,181,894
Salanes & Benefits 1,278,924 1,286,826 1,313,415 1,374,412 1,439,165 1,507,959
Capital Replacement Fund 947,369 1,307,627 1,575,314 1,839,760 2,163,028 2,656,819
Other Expenditures 905,532 431,451 470,491 523,925 560,061 625,067

Total Revenue Requiment ~ $ 11,367,370 $ 11,592,358 § 12,538,528 §$ 13,365,432 $ 14,217,343 § 15,426,152

Key Assumptions
PCWA Purchased Water Expense

The largest operating expense 1s the cost to purchase water from PCWA The City’s
budget for FY 2012-13 served as the starting pomt for projecting PCWA purchased
water expenses FY 2013-14 and FY 2014-15 values reflect the latest PCWA rate

l projections and inflationary increase of 3 0% per year, thereafter The cost of PCWA

water 1s set by PCWA and 1s passed through to customers at cost.

Salaries and Benefits Expense

The City’s budget for existing personnel as of FY 2012-13 served as the starting pomt for
projecting operating and administrative wage and benefit expenses It should be noted
that the City’s FY 2012-13 budget mncludes the proposed addition of two new water
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technicians and an allocation of 35% and 45% of an Environmental Services Manager
and a Sentor Engineer, respectively For FY 2013-14 through FY 2017-18, the salaries
and benefits for the existing and proposed staff were assumed to increase due to
mcreases m health care premrums, workers’ compensation msurance rates, and wage
rates

Operations and Maintenance Expense

The City’s operations and maintenance (O&M) expenses (excluding salaries, benefits,
and purchased water costs) budget for FY 2012-13 served as the startmg pomt for

projecting operations and maintenance expenses, Generally, these expenses were | peleted_(0&M)

General Fund for services provided to the water enterprise  The City conducts annual
analyses to allocate governmental overhead to each of the enterprises to ensure that
each enterprise provides full reicmbursement for services recerved

Capital Replacement Fund

The majonty of the capital replacement fund expense comprises pay-as-you-go
(PAYGo) funding for capital improvement projects  The City plans to fund future

Deleted Debt Service]

Existing debt service 1s retired in FY
2016-17 and there are no plans to
1ssue addihonal debt for water capatal
projects

_--{ Deleted: pay-as-you-go (

annual rate revenue and available reserves, Capital improvements are projected to \"‘{Deleted: )

mcrease over the five-year period from $1 0 million to $2 7 pullion

PAYGo funding 1s less expensive because it avoids financimg costs It 1s also
appropriate for the type of capital improvements, which are on-gomg renewals and
replacements that are needed to keep pace with depreciation Larger, periodic capital
projects such as major new facilities are more appropriate candidates for debt financing
Existing debt service is minimal and will be retired m FY 2016-17, there are no plans to
1ssue additional debt for water capital projects

Other Expenditures

The other expenditures are compnised of the Water enterprise’s share of the corp vard
bond payment, debt service, annual OPEB obligation, and a one-time transfer of
$500,000 . FY 2012-13 for mfrastructure improvements

Projected Revenue Increases

The amount by which revenue needs to be increased to cover the revenue requirements
15 determined by comparing the revenue requirements with the revenue from current
rates Annual surpluses or deficits are credited or debited to reserves It can be seen
that a deficit occurred 1n FY 2012-13 and that future deficits are projected unless rates
are increased (or the projected cost increases are eimmated, which would mean
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2 Water Rates

| significantly reducing the planned capital improvements) Figure 2-2 shows the annual
revenue increases that are required

Figure 2-2. Water Revenue Increases

Projected

Expenditures FY 2012-13 FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17 FY 2017-18
Revenue Requirement $ 11,367,370 $11 592,358 $12,538,528 $13,365,432 $14,217,343 $15,426,152
Rewvenue from Current Rates $8,870,348 $8,916,971 $8,963,595 $9,010,218 $9,056,842 $9,103,465
Surplus/(Deficit) ($2,497,022) ($2,675,386) ($3,574,933) ($4,355,214) ($5,160,501) ($6,322,687),
Fund Balance (before increase) $3,712,659 $1,271,671 ($2,121,339) ($6,584,763)  ($12,085,943)  ($18,816,301)
Rewenue Increase 0 0% 15 0% 15 0% 15 0% 11 0% 11 0%
Revenue from Increases $0 $668,773 $2,761,908 $4,556,762 $6,242,721 $7,823,643
Fund Balance (after increase) $3 712,659 $1,942,115 $1,311,875 $1,406,580 $2,152,197 $3,253,321

Revenue 1s mcreased not only to cover projected expenditures but also to mamtain

operating and capital reserves at adequate levels It 1s the City’s practice to mamntamn

two reserve funds for water operations an operating reserve and a capital replacement
| reserve For purposes of rate setting, the following Jeserve target balances were

established T

Minimum Balance The Mmumum Balance 1s based on the amount of revenue
that 1s needed to provide month-to-month cash flow for O&M expenses By
maintaming this mmmum reserve, the enterprise 1s able to meet 1ts cash flow
without borrowing from the General Fund The fund balance should never drop
below the Minimum Balance, which 1s currently about $1 0 million The
Mmmum Balance 1s based on the bill frequency For utilities that bill monthly, a
minmmum of approximately six weeks of O&M expenses 1s recommended

e Target Balance The Target Balance 1s the Mmimum Balance plus an additional

cash margm for capital immprovements so that suffictent funds are available to
pay for ongomng PAYGo projects without cash flow constramts The capital
component 1s set to two times the average annual PAYGo expenditures, which 1s

about $2 5 million
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The preceding modeling assumptions lead to the projected fund balances shown n
Figure 2-3 The need for the series of revenue increases m Figure 2-2 1s demonstrated

| by the resulting fund balances Larger revenue increases are required mrtially to avert

of customers durng economic
downturns In effect,
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improvements are ramped up to the required level

Figure 2-3. Water Fund Balance With and Without Rate Increases
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2.3 COST OF SERVICE ANALYSIS

Cost of service analysis determines each customer class” proportionate share of the
revenue requirement Rates are then designed to ensure that each class 1s paying its

| proportionate share of the revenue requirements The cost of service 1s determmed m
three steps

* Revenue requirements are categorized mto functions or services

e The unit cost of service 1s calculated by dividing the cost for each service by 1ts
respective unuts of service.

* The revenue requirements are allocated to each class by multiplying the unit
costs times the units of service used by each class

Allocation of Costs to Functions

Water supply systems provide capacity to meet demands For purposes of this rate
study, the revenue requirements are accordingly apportioned mto two categories
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corresponding to capacity and demand functions The capacity function 1s defined as
those operating and capital costs that are primarily fixed in nature, Fixed costs are
commensurate with capacity, which 1s also static, as opposed to demand costs, which

proportionate to the customer’s proportionate share of capacity m the system as
measured by the size of the service connection Much of the water system’s costs are
fixed and do not vary m proportion to flow, such as capital and personnel costs In FY
2012-13, approximately 43% of the revenue requirement 1s fixed, by FY 2017-18, the
fixed component 1s projected to increase to 45% as additional capital funding occurs

The City’s existing base rate, which 1s a fixed charge, generates 52% of total rate
revenue At 52%, the base charges recover close to the amount of fixed costs During
meetings with the Finance Commuttee, 1t was concluded that the rates should continue
to generate a stmilar portion of fixed revenue to provide revenue stabilhty at a time
when significant rate restructuring 1s occurrmg

Figure 2-4 shows the allocation of revenue between capacity and demand charges,
which serves as the basts for the cost-of-service allocations The $10,287,747 revenue 1s
based on the FY 2012-13 revenue m Figure 2-2 mcreased by 15% (1gnoring bad debt and

sales outside the City, which together are minimal)

o

Capacity Costs Demand Costs Total
1 Current $5,300,287 $4,987,459  $10,287,747
52% 48% 100%
Cost of Service $5,143,873 $5,143,873  $10,287,747
50% 50% 100%

‘_,_-‘{ Deleted , which s

..-{ Deleted wll be

-1 Deleted: Figure 2-4 shows the
allocation of revenue between
capacity and demand charges based
on the current rates and on the
Finance Commuttee’s 50% /50 %
allocation These costs represent the
FY 2013-14 revenue requirement n
Figure 2-2 increased by 15%
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the basis for allocating costs to each customer class in proportion to demand
Unit Costs of Service

costs, equivalent meter units (EMUs) are used For demand costs, the units of service
are thousand gallons (TGALS)

Capacity Units of Service

EMUs are determmed based on the capacity that larger meters provide compared to the
smallest meters, which for purposes of this study are considered to be 5/8” and 3/4”
meters Figure 2-5 shows the multiphers that were used to establish the number of
EMUs When the EMU multipliers are multiphied by the number of meters of each size,
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the total number of EMUs 1s derived The unut cost of capacity 1s derived by dividing
the capacity costs by the number of EMUs

Figure 2-5. Equivalent Meter Units

EMU Multipliers Meters EMUs
5/8" 100 15 15
3/4" 100 16,325 16,325
1" 150 220 330
11/2" 500 95 475
2" 800 61 488
3" 16 00 22 352
4" 2500 6 150
6" 4000 1 40
8" 711 2 142
Total EMUs 18,317
Capacity costs $5,143,873
Annual unit cost  $280 82
Monthly unit cost $23 40

Demand Units of Service

demand ($5,143,873 divided by 2,600,150 TGAL), which yields $1 978 per TGAL We
note that the projected single family demand 1s reduced by 5% m antictpation of
conservation by customers _Factormg conservation 1s prudent and will reduce the
revenue shortfall that would occur when sales revenue drops because of conservation
Even with conservation, most costs remain and need to be recovered

Revenue Requirement Allocations to Customer Classes

The allocation of revenue requirements to the capacity function 1s independent of
customer class and hence no further allocation step 1s needed The resulting unt costs
are used 1n the next section for calculating service charges

The allocation of revenue requirements to the demand function 1s dependent on
customer classes and 1s discussed 1n this section The allocation 1s shown 1n Figure 2-6.
The $1 978/ TGAL umnt cost 1s applied to the projected units of demand for each class to
determine each class’ share of the demand function _By applymg the same unit cost to
all customer classes, a common measure of proportionality 1s mamntamed and no class 1s

derive the quantity charges for each class
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| Figure 2-6. FY 2013-14 Cost of Service Comparison — Water

Projected Unit Cost Cost of Service  Existing COS Minus
Demand (tgal) of Service Allocation Allocation Existing

Single-Family 2,133,807 $1 978 $4,221,307  $3,179,024  $1,042,283
Multi-Family 92,120 $1 978 $182,241 $346,938 ($164,697)
Commercial 164,439 $1 978 $325,310 $695,073  ($269,763)
Industnial 68,501 $1 978 $135,515 $297,367  ($161,851)
Imgation 141,283 $1 978 $279,500 $569,057  ($289,557)
Subtotal 374,223 $740,325  $1,461,497 ($721,172)
2,600,150 $5,143,873  $4,987,459 $156,414

Figure 2-6 mdicates that the revenue from existing rates differs from each class’ share of . beleted: how

the cost of service Single family rates need to increase to bring them 1 line wath the
cost of serving this class

2.4

RATE DESIGN

Service charges are designed to recover the capacity costs in Figure 2-5 and quantity
charges are designed to recover the demand costs in Figure 2-6.

Service Charges

The service charge for each meter size 1s derived by multiplying the $23 40 unit cost of

charges for FY 2013-14 are shown in Figure 2-7.

Figure 2-7. Monthly Service Charges (FY 2013-14)

Monthly

Unit  Service

EMU Multipliers  Cost Charge
5/8" 100 $2340 $23 40
34" 100 $2340 $23 40
1" 150  $2340 $35 10
11/2" 500 $2340 $11701
2" 800 $2340 $187 21
3" 1600 $2340 $37443
4" 2500 $2340 $58505
6" 4000 $2340  $936 07
8" 7111 $2340 $1,66410

When the annual revenue increases are applied in subsequent years, the projected
service charges are shown m Figure 2-8. The proposed charges for larger meters are
significantly greater than the existing base charges (which also include the first 10,000
gallons of monthly demand) This differences demonstrates how little of the fixed costs
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| of capacity are recovered by the current base charges The cost of capacity mcludes ...~ Deleted: By mcreasing the service
o RTINS T - charges in proportion to the capacity

more than just the cost of the meter, which 1s a small component of the overall costs of of the meter, the customers with

larger sized meters pay their
proportionate share of capacity

1

distribution pipelines, wells, reservons, and booster pump stations The current base

charges fail to recover these costs i proportion to the capacity that 1s needed by

‘\\\{ Deleted costs

customers with larger sized meters By mcreasing the service charges m proportion to

{ Deleted: include

the capacity of the meter, the customers with larger sized meters pay therr
proportionate share of capacity

Figure 2-8. Monthly Service Charges (FY 2013-14 to FY 2017-18)
Meter Current Proposed Monthly Service Charges
Size Charge  1/1/2014  7/1/2014 7/1/2015 7/1/2016 7/11/2017

5/8" $2290 S 2340 $ 2691 $ 3095 $ 3435 S§ 3813
3/4" $2290 S 2340 $ 2691 $ 3095 $ 3435 S 3813
1" $2290 S 3510 $ 4037 $ 4642 $ 5153 $ 5720

11/2"  $2290 $ 11701 $ 13456 §$ 15475 $ 17177 S 19066
2" $2290 $ 18721 $ 21530 $ 24760 S 27483 S 30506
3" $2290 $ 37443 S 43059 $ 49518 $ 54965 $ 61012
4" $2290 S 58505 S 67280 $ 77372 S 85883 $ 95330
6" $2290 $ 93607 $1,07648 $1,2379 $1,37413 $1,52529

$1,66410 $1,91372 $2,20078 $2,44287 $2,71158

8" $22 90

Quantity Charges

The derivation of the quantity charges was a collaborative process between City staff
and HF&H HF&H conducted the core analysis with City staff making adjustments to
recover the additional costs of capacity charged by PCWA when customers exceed their
purchased capacity

Current Quantity Charges
The City’s current quantity charges are shown m Figure 2-9. This 1s a tiered structure

| that applies to all customer class m which the rates increase as demand exceeds various
levels In Tier 1, customers recerve the first 10,000 gallons at no charge (the cost 1s

_..---| Deleted unit cost for water
” mcreases

mcluded the $22 90 based charge) The price mcrements between the subsequent tiers
are very slight compared to the actual costs of providing for higher demands
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Figure 2-9 Current Quantity Charges

Current Monthly Charges - Per 1,000 Gallons

Gallons per Month Rate
Tier1 0-10,000 gals $0 00
Tier 2 10,001-20,000 gals $353
Tier3 20,001-60,000 gals $3 63
Tier4 60,001-350,000 gals $373
Tier5 Over 350,000 gals $3 83

| Ingeetngs with the Finance Commuttee, the followmg changes were made tothe .. Deeted meeung

current rate structure

¢ Create different quantity charges for single family, multi family, and non-
residential customers with tiers sized appropriately for the levels of demand for
each class By domng so, each rate structure can be designed to provide a price
signal that 1s specific to each class

e Charge for all water including the water in Tier 1, which currently amounts to
over 50% of total water use in the City By doing so, customers will only pay for
water they use

e Price water for each tier that 1s more closely ahgned with the cost of service by
charging less than the average unit cost for below-average use (because 1t 1s less
expensive to serve low demand) and by charging above the average cost for
above-average use, which burdens the system with the expense of providing for
high peak demands

The detailed derrvations of the rate calculations performed by HF&H are provided m
the appendix to this report, additional documentation for the City’s refinements are
available from the City For purposes of llustrating the methodology, the calculations

for single family customers are presented below ..{ Deleted: 1s

Residential Quantity Charges

The analysis was performed using one _recent year of residential customer billing data
(1e, all of the residential bills from the prior year) The billing data was sorted from
smallest to largest and plotted in Figure 2-10 and Figure 2-11. Note that the median?
use 15 8 tgals, which 1s less than the current 10 tgal Tier 1 breakpomt This means that
more than half of the bills do not exceed Tier 1 where there 1s no charge for water. In
effect, the City 1s making hmited use of 1ts water meters, which, as an industry practice
m Califorma, are typically used for billing for all water use In this way, customers

1 The median 15 a statistical parameter indicating that half of the total values are less than the median and
half 15 greater
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a benefit from using as little water as possible at all times, which 1s an

appropriate conservation signal in a semi-arid state

Figure 2-10 Water Bill Distribution Curve
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a]lowance As a result, only 40% of the bills include billed consumphon which
amounts to 70% of the total single family consumption

Figure 2-12 illustrates the tier structures for the existing and proposed rates and
compares them with the average cost The breakpoints and prices for the proposed
rates were developed working with the City’s Finance Committee to ensure that the rate
structure achieved the City’s rate-making objectives

The rationale for determining the location of each breakpomt 1s as follows
e Tierl/Tier 2 breakpoint. 5 teals 1s the witer median demand, which represents

the most efficient demand with the least rmigation and attendant peakmg on the
system

e Tier 2/Tier 3 breakpoint. 14 tgals 1s the summer median demand Demand at
this level falls within the design capacity of the system and 1mposes no excessive
peak demand on the system.

e Tier 3/Tier 4 breakpoint. 21 teals 1s 50% greater than summer median demand
and includes 90% of the bills, leaving the last 10% of bills for the highest tiers

¢ Tier 4/Tier 5 breakpoint. 35 teals represents the demand for one EDU of
capacity purchased from PCWA Demand 1n excess of this amount imposes an
additional charge for capacity from PCWA on the City, which is recovered in the
highest tier

o Tier 5 breakpoint. Above 35 tgals 15 a small set of customers with demand that
exceeds their purchased capacity from PCWA

The rationale for setting the rates for each tier 1s as follows

o Tier 1 rate. Tier 1 use is the most efficient and the least expensive to serve. A
cost equal to 55% of the average cost recognizes the lower cost of service as well
as provides are reward for efficiency, which also serves to encourage continued
conservation

o Tier 2 rate. Tier 2 use mcludes mdoor use as well as a moderate amount for
outdoor use Use at this level does not burden the system and 1s priced at close
to the average cost

o Tier 3 rate. Tier 3 use exceeds moderate use If all customer use were at this
level, the average cost would be greater than it currently 1s_For that reason, Tier
3 1s priced at 150% of the average cost

¢ Tier 4 rate. Tier 4 use comprises use that 1s as high as 35 tgals This unusually
high use 1s comparable to the indoor water use for 21 people based on 55 gallons
per day (usmg State guideles) Such high use 1s priced at 275% of the average
cost
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e Tier 5 rate. Tier 5 use mcludes the highest 4% of excessively high bills Demand

at this level burdens the system with providing for expensive peaking that is

well above moderate needs Because this demand exceeds the 35 tgals provided

for 1n purchasmg one EDU of capacity, the City mncurs additional costs for

additional capacity needed from PCWA To cover this cost, $2 61 1s added to this

rate based on the City’s amortized cost of this capacity Such excessive use 1s

priced at 400% of the average cost to provide a strong deterrent to discourage

waste

__Figure 2-12. Single Family Residential Quantity Charge Structure
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Figure 2-13 summarizes the results of the analysis, which shows the location of the

proposed breakpomnts and the distribution of water among tiers The distribution
shows that only a small amount of the water 1s billed at the highest rates The rates per
tier are shown, indicating how much the rate 1s in each tier compared to the average
cost The distribution of revenue 1s also shown Note that the total revenue generated
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Figure 2-13 FY 2013-14 Monthly Quantity Charges e Qeleted- 12
Tier1 Tier2 Tier3 Tier 4 Tier5 Total
Breakpoints {tgal/mo) 5 14 21 35 35+
Water bitled in tier (tgal) 885,180 808,056 228,143 134,837 77,591 2,133,805
Percent of total water 41% 38% 11% 6% 4% 100%,
Rate per tier ($/tgal) $1.088 $1.780 $2.967 $5 440 $8 050 $1.978
Rate compared to avg cost 55% 90% 150% 275% 400%
Revenue produced pertier  $ 963,132 $1,438,718 S 677,001 $ 733,554 S 624,608 4,437,013
Percent of total revenue 22% 32% 15% 17% 14% 100%
Figure 2-14 compares bills (the sum of a service charge for a 3/4” meter and the .| Deleted Figure 213 rllustrates the
"""""""""""""""""""""""" N . N T T N Y T tier structures for the existing and
quantity charge) across a range of consumption _The bills based on a uniform rate are proposed rates and compares them
bills in which the quantity charge 1s the same amount for all consumption, as opposed with the average cost |
to the tiered structures for the current and proposed bills
13 . -—{Deleted. b
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Figure 2-14 shows that customers pay Jess than the average cost until demand exceeds

____________ ‘__,,-—{ Deleted" , beginnung a median use,
23,000 gallons, which 1s well above median summer deﬁlar{a"-ﬁé—r—-%_é_.};i—é_}:).(i's'é—c'l_-r'a-a-t-é;,-—mj‘"ﬁ:‘{Deleted do not

this occurs because the rates for Tiers 1 and 2 are below the average cost The . {peteted more

cumulative benefit they mitially receive 1s not offset until therr demand moves well

beyond Tier 2

L Deteted: 35

\

.| Deleted" the amount of capacity that
" the majonty of customers purchase
. | from PCWA At low levels of use,
We note that the Iine representing bills under the current rate structure is based on the customers pay more than the average
\ cost because the average cost curve

\ | does not account for the fact that
4 | there 1s a mumimum amount of fixed
\ | costs that need to be recovered from

\ | all accounts Figure 2-14 shows that,
11y 3| with

required revenue but will not generate all of the revenue from single family customers
that 1s equal to their share of the cost of service, as 1s the case with the proposed rates

Figure 2-15 shows the projected rates for the single family customers It 1s noted that
City staff increased the size of the breakpomnt for Tier 4 for areas of the City i which the
customers had paid for more PCWA capacity In those areas, the larger breakpomts
allow customers to purchase more water before they pay the higher rates in Tiers 4 and

Deleted customers usmg more than
\ \ | 35,000 gallons begm 1o pay more than
VA

VoY the average cost of water at a greater
W ]

v y| rate than

2 iy

e f Deleted: rates, which reflects the
W4 | Finance Comnuttee’s mterest in
additional cost of capacity that the City will be subject to because of excessive water | | Providmg a stronger price signal to
demand

customers who place the greatest

' “.l‘\‘&rden
"\‘ “.“‘“':‘[Deleted: system Even so, ]
Figure 2-15. Single Family Quantity Charges (FY 2013-14 to FY 2017-18) '\‘ I‘"‘."Eelmd' resulting price signal 1 not ]
Proposed Monthly Charges - Per 1,000 Gallons \ \ out of proportion to
Gallons per Month ~ 1/1/2014  7/1/2014  7/1/2015  7/1/2016  7/1/2017 | [ Deleted burden At three times l
\ 4| median summer use (42 tgals),
Terl 0-5,000 gals S 109 $ 125 $ 144 $ 160 $ 178 “": customers pay only 15% more than
Tier2 5,001-14,000 gals $ 178 $ 205 $ 235 $ 261 $ 290 [ Deleted average cost )
Tier3 14,001-21,000gals S 297 $ 342 S 393 $§ 436 $ 484 (De[gted. 12 ]
Tier 4 (SFR-1) 21,001-35,000gals $ 544 S 626 $ 719 $ 799 $ 886
Tier 4 (SFR-2) 21,001-53,000gals $ 544 S 626 $ 719 $ 799 $ 886
Tier 4 (SFR-3) 21,001-88,000gals S 544 $ 626 $ 719 $ 799 $ 886
Tier 5(All SFR) Flow overTier4 $ 805 $ 900 $ 1007 $ 1101 $ 1204

Multi Family Quantity Charges

A stmilar modeling methodology was used for calculating rates for the mult: family

customer class Figure 2-16 shows the projected rates The breakpomts for Tiers 4 and 5
reflect the same adjustment for additional capacity as was made for the single family
customers, 1n this case, however, by meter size, rather than by location
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Figure 2-16. Multi Family Quantity Charges (FY 2013-14 to FY 2017-18)

Proposed Monthly Charges - Per 1,000 Gallons

Gallons per Month 1/1/2014  7/1/2014  7/1/2015  7/1/2016  7/1/2017
Tierl 0-5,000 gals S 109 $ 125 S 144 $ 160 S 178
Tier 2 5,001-14,000 gals S 178 $ 205 S 235 § 261 $ 290
Tier 3 14,001-21,000gals S 297§ 342 § 393 § 436 S 484
Tier4(MFR-1)  21,001-35,000gals S 544 S 626 S 719 § 799 S 886
Tier4(MFR-2)  21,001-88,000gals $ 544 S 626 § 719 $ 799 $ 886
Tier4(MFR-3)  21,001-175,000gals $ 544 $ 626 S 719 S 799 S 886
Tier 4(MFR-4)  21,001-280,000gals S 544 $ 626 S 719 S 799 $§ 886
Tier4(MFR-5)  21,001-560,000gals $ 544 $ 626 S 719 S 799 S 886
Tier 4(MFR-6)  21,001-875,000gals S 544 S 626 $ 719 S 799 § 8 86
Tier4(MFR-7) 21,001-1,750,000gals $ 544 $ 626 S 719 S 799 $ 886
TierS(All MFR)  Flow overTier 4 $ 805 § 900 $ 1007 S 1101 $ 1204

Non-Residential Quantity Charges

A smmilar modeling methodology was used for calculating rates for the non-residential
customers Figure 2-17 shows the projected rates The breakpoints for Tiers 4 and 5
reflect the same adjustment for additional capacity as was made for the single family
customers, n this case, however, by meter size, rather than by location
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Figure 2-17. Non-Residential Quantity Charges (FY 2013-14 to FY 2017-18)
3/4" Proposed Monthly Charges - Per 1,000 Gallons

Gallons per Month  1/1/2014  7/1/2014  7/1/2015  7/1/2016  7/1/2017

Tier1 0-35,000 gals $ 109 $§ 125 § 14 S$§ 160 S 178
Tier2 35,001-88,000gals $ 439 $§ 479 $ 523 $ 563 $ 607
Tier3 88,001-175,000gals S 558 $ 616 $ 681 S 738 S 801
Tier4 Over 175,000 gals S 669 S 743 § 828 § 901 $ 982

1" Proposed Monthly Charges - Per 1,000 Gallons
Gallons per Month 1/1/2014  7/11/2014  7/1/2015  7/1/2016  7/1/2017

Tier1l 0-35,000 gals $ 109 $ 125 $ 14 $ 160 S 178
Tier2 35,001-88,000gals & 178 & 205 $ 235 $ 261 $§ 290
Tier3 88,001-175,000gals $ 558 $ 616 $ 68 $ 738 $ 801
Tier4d Over175,000gals $ 669 $ 743 S 828 $§ 901 $ 98

1 1/2" Proposed Monthly Charges - Per 1,000 Gallons
Gallons per Month  1/1/2014  7/1/2014  7/1/2015  7/1/2016  7/1/2017

Tier1 0-35,000 gals S 109 § 125 $ 144 § 160 $ 178
Tier2 35,001-83,000gals $ 178 S 205 $ 235 $§ 261 S 290
Tier3 88,001-175,000gals  $ 297 §$ 342 S 393 § 436 S 484
Tier4 Over 175,000 gals S 669 S 743 S 827 S 901 § 982

2" through 8" Proposed Monthly Charges - Per 1,000 Gallons
Gallons per Month  1/1/2014  7/1/2014  7/1/2015  7/1/2016  7/1/2017

Tierl 0-35,000 gals $ 109 § 125 $ 14 $ 160 S 178
Tier2 35,001-88,000gals $ 178 $§ 205 $ 235 $ 261 $ 290
Tier3 88,001-175,000gals $ 297 $ 342 $ 393 S 436 S 484
Tier 4 (NR-4) 175,001-280,000gals & 408 $ 469 $ 540 $ 599 $ 665
Tier 4 (NR-5) 175,001-560,000gals $ 408 S 469 S 540 $ 599 $§ 665
Tier 4(NR-6) 175,001-875,000gals S 408 $ 469 $ 540 $ 599 $ 665
Tier4(NR-7)  175,001-1,750,000gals $ 408 $ 469 S 540 S 599 $ 665
Tier4(NR-8)  175,001-2,485,000gals $ 408 $ 469 S 540 S 599 $ 665
Tier5 Flow overTier 4 $ 669 & 743 $ 827 $ 901 $ 98

2.5 COMPARISON OF PROPOSED CHARGES WITH NEIGHBORING AGENCIES

Figures 2-18 and 2-19 compare the City’s proposed FY 2013-14 bills (including the City’s
proposed rate change effective January 1, 2014)
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Figure 2-18. Residential Bill Comparison

Current  Current Proposed Rocklin San Juan
A Bl (withiner) Bl {pcwa)' Roseville® Folsom'  wbD'
Service Charge (3/4" Service) $22 90 $26 34 $23 40 $39 59 $20 10 $15 00 $3519
Volumetric Charge (5 Tgal/mo - Winter Median) 000 000 544 905 308 756 314

Total Bill  $22 90 $26 34 $28 84 $48 64 $2318 $22 56 $3833

Service Charge (3/4" Service) $22 90 $26 34 $23 40 $39 59 $20 10 $15 00 $35 19
Volumetric Charge (14 Tgal/mo - Summer Median) 1412 16 24 2146 26 06 1130 2052 853
Total Bill  $37 02 $42 57 $44 87 $65 65 $3140 $35 52 $43 72

Service Charge (3/4" Service) $22 90 $26 34 $23 40 $39 59 $20 10 $15 00 $3519
Volumetric Charge (35 Tgal/mo - PCWA Contract imit) 8975 103 21 11961 70 05 3758 58 80 28 96
Total Bill $11265 $12955 $14301 $10964  $5768 $73 80 $64 15

*Rate effective January 1, 2013
?Rate effective July 1, 2013

Figure 2-19. Non-Residential Bill Comparison

Current  Current Proposed Rocklin SanJuan
i ) . _ Bill (withiner)  Bill (PCWA) ! Roseville 2 Folsom t WD !
Service Charge (3/4" Service) $22 90 $26 34 $23 40 $39 59 $20 10 $16 62 $3519
Volumetnc Charge (11 Tgal/mo) 353 406 1199 19 20 129 16 8 964

Total Bill  $26 43 $3039 $3539 $58 79 $33 00 $33 42 $44 83

Service Charge (2" Service) $22 90 $2634 518721 518128  $98 65 $8429  $14994
Volumetnic Charge (76 Tgal/mo) 240 18 276 21 11113 13212 8772 114 24 65 55
Total Bill $26308 $30254 $29834 $31340 $18637 $19853  $21549

Service Charge (4" Service) $22 90 $2634  $58505 $52506 $30510 525982 $45570
Volumetnic Charge (300 Tgal/mo) 126220 145153 900 88 523 81 344 86 449 12 252 63
Total Bill $1,28510 $1,477 87 $1,48593 $1,04887 $64996 $70894  $708 33
! Rate effective January 1, 2013
?Rate effective July 1, 2013
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3. WASTEWATER RATES

3.1 BACKGROUND

The City provides wastewater conveyance and treatment services to the City’s 16,000
accounts through a system of pipelines and pump stations that transport their
wastewater to the City’s treatment faciliies The City currently charges customers
$32 08 per equivalent dwelling unit (EDU) per month An EDU 1s defined as a single-
family residential unit Therefore, single-family residential accounts pay $32 08 per
month and multi-family residential accounts pay $32 08 per month for each dwelling
unit within the multi-family complex Non-residential customers are charged the per
EDU rate of $32 08 based on the number of EDU’s determined by City staff using
various criteria (e g, square footage, number of fixtures)

3.2 REVENUE REQUIREMENT PROJECTIONS

To determine whether additional rate revenue 1s required, projected operating and
capital expenses are compared with projected revenue from current rates Rates are
then mcreased so that expenses are covered and operating and capital reserves are
mamtamed

Key Assumptions

The City’s FY 2012-13 budget served as the basis for determining the revenue
requirement projections for the five-year planning period from FY 2013-14 through
FY 2017-18 Figure 3-1 summarizes the projected expenditure trends, which are
noteworthy 1n the following respects

Wastewater Treatment Expense

The largest operating expense covered by the wastewater rate 1s the cost to treat the
wastewater at the City’s Wastewater Treatment and Reclamation Facility (WWTRF)
The majority of the $3 million annual expense for wastewater treatment 1s for
unpredictable utility and chemical expenses which are beyond the control of the City
Wastewater treatment expenses were assumed to increase at an inflationary rate of 3 0%
per year durmg the 5-year projection period

Salaries and Benefits Expense

The City’s budget for existing personnel as of FY 2012-13 served as the starting pont for
projecting operating and administrative wage and benefit expenses. It should be noted
that the Caty’s FY 2012-13 budget includes the proposed addition of three new
wastewater technicians and an allocation of 35% and 45% of an Environmental Services
Manager and a Senuor Engineer, respectively For FY 2013-14 through FY 2017-18, the
salaries and benefits for the existing and proposed staff were assumed to mncrease 1 54%
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-4 73% per year due to mcreases m health care premiums, workers’ compensation
msurance rates, and wage rates

Operations and Maintenance Expense

The City’s operations and maintenance expenses (excluding salaries, benefits, and
treatment costs) budget for FY 2012-13 served as the starting pomt for projecting
operations and maimntenance expenses (O&M) Generally, on-gomg maintenance and
operations expenses were generally increased by 3 0% per year to approximate
inflationary increases

Debt Service

Existing debt service 1s paid off m FY 2015-16 and there are no plans to 1ssue additional
debt for wastewater capital projects The City plans to fund future capital
mmprovements of existing mfrastructure on a pay-as-you-go (PayGo) basis using a
portion of annual rate revenue and available reserves

Capital Replacement Fund

-1 Deleted" Transfers (including

contributions to reserves) Transfers
include payments from

capital improvements of existing mfrastructure on a PAYGo basis using a portion of

Deleted* wastewater operations
enterprise to other wastewater
funds/habilities (e g , operations
reserve fund,

annual rate revenue and available reserves Capital improvements are projected on {

Deleted: reserve

NN

average to total $430,000 annually over the five-year period

PAYGo funding 1s less expensive because 1t avoids fiancing costs It 1s also

' Deleted

, other post-retirement
benefits fund) Transfers vary from

\
%, | year-to-year
\ Y

' Deteted: range from $703,000

approprate for the type of capital immprovements, which are on-gome renewals and
replacements that are needed to keep pace with depreciation Larger, periodic capital
projects such as major new faciliies are more appropriate candidates for debt financig
Existing debt service 1s mmimal and will be retired m FY 2015-16, there are no plans to

Jssue addrtional debt for sewer capital projects

-{ Deleted $1,122

Other Expenditures
The other expenditures are comprised of the Wastewater enterprise’s share of the corp

yard bond payment, debt service, annual OPEB obligation, and a transfer of $270,000 FY
2012-13 and $500,000 m FY2013-14 for infrastructure improvements A

.-1 Deleted. FY 2013/

T

Deleted. based on projected
needs
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Figure 3-1. Wastewater Operations Annual Revenue Requirement

$90 B Other Expenditures
1 Capital Replacement Fund
$80 Salaries & Benefits

M QOperations & Maintenance
AWW Treatment

Projected Annual Expenses (in mitlions)

S50 +-—
$40
$30 A
$20 -
$10
$00

FY 2012-13 FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17 FY 2017-18

Projected
Expenditures FY 201213 FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17 FY 2017-18
Wastewater Treatment $ 2,954,200 $ 3,042,826 $ 3,134,111 $ 3,228,134 $ 3,324,978 $ 3,424,727
Operations and Maintenance 1,824,974 1,893,693 1,965,527 2,062,759 2,166,888 2,278,508
Salanes and Benefits 926,794 945,944 966,570 1,011,765 1,059,746 1,110,725
Capital Replacement Fund 393,380 405,181 417,337 429,857 442,753 456,035
Other Expenditures 635,528 867,477 374,427 387,328 310,679 355,370

Total Revenue Requirment $ 6,734,876 § 7,155,121 $ 6,857,972 § 7,119,843 $ 7,305,044 $ 7,625,366

Figure 3-2 summarizes the projected revenue requirements, revenue from current rates
(1e, without any rate increases), annual surpluses and deficits, and the fund balance
before rate mcreases Figure 3-2 also shows the projected revenue mcreases to offset
future deficits so that the wastewater reserves are maintained at an adequate level (see
discussion on the adequate level of reserves) The rate adjustments that are projected
would become effective July 1 of each year
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Figure 3-2. Wastewater Revenue Increases

Projected

FY 2012-13 FY 201314 FY 2014-15 FY 201516 FY 201617  FY 2017-18
Revenue Requirement $6,734,876  $7,155,121 $6,857,972  $7,119,843  $7,305,044  $7,625,366
Revenue from Current Rates $7,061,404 $7,098,519 $7,135,633 $7,172,748 $7,209.862 $7,246,977
Surplus/(Deficit) $326,528 ($56,603) $277,662 $52,905 ($95,182) ($378,389)
Fund Balance (before increases) $7,634,0290  $7,032,204  $6,818,845  $6,378,466  $5,813,219  $4,950,050
Rewenue Increase 00% 00% 2 8% 27% 26% 2 5%
Rewenue from Increase $0 $0 $181,057 $379,601 $579,167 $779,750
Fund Balance (after increases) $7,634,029  $7,032,294  $7,000,355 $6,942,382 $6,967,733 $6,903,656

The revenue increases would ordmarily be apphed across-the-board to the current
residential and non-residential service charges However, based on the results of the
cost of service analysis conducted (and summarized m Section 3 4), only the non-
residential rate shall be adjusted to generate the revenue increases necessary In this
way, by FY 2017-18, each customer class will pay its proportionate share of the costs

Operating and Capital Reserve Funds

The revenue increases mdicated i Figure 3-2 are required to offset the City’s increased
costs and to maintain adequate reserves It 1s the City’s practice to mamtamn two reserve
funds for wastewater operations an operating reserve and a capital replacement

reserve For purposes of rate setting, the following combined reserve target balances
were established

¢ Minimum Balance. The Mmimum Balance 1s based on the amount of revenue
that 1s needed to provide month-to-month cash flow for O&M expenses By
marmtaming this mmmum reserve, the enterprise 1s able to meet 1ts cash flow
without borrowing from the General Fund The fund balance should never drop
below the Minimum Balance, which 1s currently about $600,000 The Minimum
Balance 1s based on the bill frequency For utilities that bill monthly, a mmimum
of approximately six weeks of O&M expenses 1s recommended

o Target Balance. The Target Balance 1s the Minimum Balance plus an additional
cash margin for capital improvements so that sufficient funds are available to
pay for ongoing PAYGo projects without cash flow constraints The capital
component 1s set to 1 5 times the average annual PAYGo expenditures, which 1s
about $1 1 million, therefore, the Target Balance 1s currently about $1,700,000

Figure 3-3 shows the combined fund balance for the operating and capital improvement
reserves compared with the target balances The line labeled “Mmimum Balance”
represents the operating reserve target balance The line labeled “Target Balance”
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(diamond symbols) 1s the sum of the target balances for the Operating Reserve n the
Capital Improvement Reserve

Figure 3-3 mdicates that the fund balance 1s currently, and will remain, above the target
balance In this way, the increased operating and capital costs that are projected will be
covered throughout the planning period As described m Section 3 4 below, the
additional revenue throughout the planning period 1s the result of growth and mcreases
to non-residential rates

Figure 3-3. Wastewater Fund Balance With and Without Rate Increases
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3.3 COST OF SERVICE ANALYSIS

The City’s current wastewater rates determine how much of the total revenue
requirement 1s paid by each customer class (e g , smgle-family residents, multi-family
residents, commercial accounts, industrial accounts) A cost of service analysis
determines how much each class should pay based on 1ts respective share of flow and
wastewater strength (1 e, biochemical oxygen demand and total suspended solids, the
standard measures of wastewater strength) A cost of service analysis should be
conducted periodically to account for any material changes in the loadings

Allocation of Costs to Functions

The cost of service analysis 1s a process by which expenses (i e, the City’s FY 2013-14
revenue requirement) are allocated to the four functions that represent the services the
City provides to customers Three of the functions are related to the “loadimg” on the
collection system and treatment facility produced by the volume and strength of
wastewater, the fourth function 1s related to customer accounts The revenue
requirement 1s allocated to functional categories that represent the functions performed
by the City’s faciihies customer accounts (1 e, customer service activities, which
includes billing), flow, biochemical oxygen demand (BOD), and total suspended solids
(TSS), as shown n Figure 3-4

When each of these functionalized costs 1s divided by the associated units of service, the
unit costs of service are dertved For example, the unit cost per parcel to service

_.--{ Deleted: hundred cubx feet

unit cost to treat flow 1s the same regardless of customer class because 1t represents the
average for all customers The unit costs are not rates, however Unut costs are used to
determine each class’ share of the revenue requirement based on each class’ required
services. The rate design determines how the revenue requirement 1s paid for by each
customer depending on which class of service it belongs

October 14, 2013 Page 31 HF&H Consultants, LLC



City of Lincoin

Water, Wastewater, and Solid Waste Rate Study — REVISED

3 Wastewater Rates

Figure 3-4. Wastewater Allocation of FY 2013-14 Costs to Functions

FY 2013-14 } Alloc
Rev Req | Type Allocation Factors Allocated Costs
Accounts Flow BOD ISS Total || Accounts Elow BOD Iss TJotal
Direct Expense Allocations
Treatment Plant
Professional Services $3,042,826| 1 0% 400% 300% 300% 100% {{ S $1217,130 $ 912,848 $ 912848 $ 3,042,826
Debt Service 150,208 1 0% 400% 300% 300% 100% - 60,083 45,062 45,062 150,208
Subtotal - Treatment Plant 3,193,034 - 1,277,214 957,910 957,910 3,193,034
Customer Accounts
Admin Services - Utility Billing 160,582 3 100% 00% 00% 00% 100% 160,582 - - 160,582
Subtotal - Customer Actounts 160,582 160,582 - - - 160,582
Collection System
Public Services Operations 1,929,403 | 2 0% 900% 50% 50% 100% - 1,736,463 96,470 96,470 1,929,403
Transfer to Capital Proj Reserve 405,181 2 0% 900% 50% 50% 100% 364,663 20,259 20,259 405,181
Subtotal - Collection System 2,334,584 - 2,101,126 116,729 116,729 2,334,584
Total Direct Expenses $ 5,688,201 $160,582 $3,378,340 $ 1,074,639 S 1,074,639 $ 5,688,201
% of Total Direct Expenses 28% 59 4% 18 9% 18 9% 100 0%
Composite Expense/{Revenue) Aliocations
Public Services - Engineering S 133,581 4 3% 59% 19% 19% 100% f{S 3,771 $ 79,336 S 25,237 S 25,237 § 133,581
Public Services - Administration 90,330 | 4 3% 59% 19%  19% 100% 2,550 53,649 17,065 17,065 90,330
City Attorney 24,720 4 3% 59%  19%  19% 100% 698 14,682 4,670 4,670 24,720
Finance Retiree Health Benefits 30,650 4 3% 58% 19%  19% 100% 865 18,204 5,791 5,791 30,650
OPEB Expense 121,270 4 3% 59% 19% 19% 100% 3,424 72,025 22,911 22,911 121,270
Allocated Costs - General Fund 451,280 | 4 3% 59%  19%  19% 100% 12,740 268,025 85,258 85,258 451,280
Transfer to Fund #915 & 970 92,673 4 3% 59%  19% 19% 100% 2,616 55,040 17,508 17,508 92,673
Transfer out 500,000 4 3% 59%  19%  19% 100% 14,115 296,960 94,462 94,462 500,000
Transfer to/{from) Operating Reserves (3,246)| 4 3% 59% 19%  19% 100% (92) (1,928} {613) (613) (3,246)
Total Composite Expenses 1,441,258 40,688 855,993 272,289 272,289 1,441,258
% of Total Net Revenue Requirement 28% 59 4% 18 9% 18 9% 100 0%
Total Direct and Composite Expenses $ 7,129,459 All $201,270 $4,234,332 S 1,346,928 $ 1,346,928 $ 7,129,459
Allecation Types, Ignt Cost Calculations ]
1 - Treatment Plant Unuts of Service B 16,682 1,193,050 2,541,612 2,419,009
2 - Direct attnb with HF&H of flow, BOD, and TSS Unit Type Accounts Tgals Pounds Pounds
3 Customer Account Allocations - Direct attribution
4 - Composite Expense Allocation Composite of 1, 2, 3 Unit Costs (A + B} $1207 $355 $053 $056
$/Account $/Tgals $/lb $/lb

Customer Class Loadings

Wastewater flows from individual customers are not metered, therefore winter water
use data for residential customers 1s the closest representation of flows that customers
discharge to the City’s system for conveyance and treatment The assumption 1s that
residents use mmimal outside or 1rrgated water during the winter period A full

twelve months of actual water flows were used for non-residential customers HF&H

obtained the metered water data from City and summarized the data by customer class
The respective flow data was then multiplied by the strength concentrations stipulated
by the State Water Resources Control Board’s Guidelines? to determine the total loadings
on the system for each customer class, Figure 3-5 presents the results of this calculatton

2 State Water Resources Control Board Revenue Program Guidelines Appendix G 1979
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Figure 3-5. Wastewater Customer Class Loadings
Mass Balance

Customer Class Accounts Flow BOD 1SS Total BOD Total TSS
Accounts Tgals mg/l mg/| Ibs Ibs
Residential h | ’ ’ i
SFR 16,270
MFR 92
Total Residential 16,362 960,110 260 240 2,083,150 1,922,908

Non-Residential

Average Strength 276 202,582 200 200 338,110 338,110
High Strength 44 30,358 ﬂ _@ﬁ 120,352 157,991
Total Non-Residential 320 232,940 236 1426 458,462 496,101
Total 16,682 1,193,050 255 243 2,541,612 2,419,009

Revenue Requirement Allocation

In a cost of service analysis, all customer classes are treated equally through the
application of the same unit costs, which 1s the fundamental purpose of cost of service
analysis A cost of service analysis fairly distributes the revenue requirement to each
customer class, after which rates can be designed to generate the revenue required of
each class Figure 3-6 presents the results of the revenue requirement allocation, which
15 calculated for each customer class by multiplymg the per unit costs by customer class
loadings from Figure 3-5 above

Figure 3-6 Wastewater Revenue Requirement Allocations to Customer Classes

FY 12-13 Cost-of-Service per Unit Total Cost
Accounts Flow BOD TSS of Service

per account per Tgals per lb per Ib

Cost of Service per Unit $12 07 $3.55 $0 53 $0 56

(from Figure 4-2)
Residential $ 197,409 $3,407,588 $ 1,103,966 $ 1,070,694 | $5,779,658
Non-Residential

Average Strength 3,330 718,998 179,181 188,263 | 1,089,773
High Strength 531 107,746 63,781 87,971 260,028
Total Non-Residential 3,861 826,744 242,962 276,234 | 1,349,801
Total Revenue Requirement| $ 201,270 $4,234,332 §$ 1,346,928 $ 1,346,928 1 $7,129,459

Figure 3-7 compares the cost of service allocations (from Figure 3-6) with the projected
revenue for FY 2013-14 under the existing rate structure The difference indicates
whether a class 1s paymg more or less than 1ts share of the cost of service The analysis
mdicates that the non-residential customers are paying less than their share of the cost
of service
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Figure 3-7. Wastewater FY 2013-14 Cost of Service Comparison

Current Current Current Cost $ %
Customer Class EDUs Rate Revenue of Service Variance Variance
per EDU (from Figure 4-4)
Residential 17,066 $ 3208]$6,569,727 $ 5779658 | % (790,069) -12%
Non-Residential 1,454 $ 3208)% 559,732 $ 1,349,801 | $§ 790,069 141%
Total Revenue Requirement $7,129,459 $ 7,129,459

3.4 RATE DESIGN/RATE INCREASES

After each class’ share of the revenue requirement was determined by the cost of service
analysis (see Figure 3-6), rates can be designed to ensure that each class’ rates generate
1ts respective share of the cost of service

Residential

The current per EDU rate for residential customers 1s sufficient to cover the cost of
service calculated in Figure 3-6 for residential customers durmg the five-year projection
period, therefore, no change to the rate design or per EDU rate 1s recommended during
the frve-year projection period

Non-Residential

As shown in Figure 3-7, current non-residential rate revenue 1s not sufficient to cover
the cost to provide such service to non-residential customers Therefore, we are
recommendmng the following modifications to the rate design and recommending the
phasing n of rate mcreases over the five-year projection period to generate sufficient
revenue to cover the cost of service by FY 2017-18

The common rate design objectives are rate payer equity, financial stability, legal
compliance, administrative simphicity, and customer understanding Of these five
objectives, balancing rate payer equity with financial stability requires the greatest
discretion Rate payer equity can be improved through the flow charge, which reflects
differences m flow among customers However, the more revenue that 1s associated
with flow, the less stable the revenue will be from year to year In addition, if the fixed
charge 1s too low, customers with very low flow will pay bills that are far below the
baseline fixed cost of service

In the City’s case, we recommended a fixed charge per account (rather than per EDU)
for non-residential accounts which will remain the same, at $32 08 per account, during
the five-year projection period In addition, we recommend implementing flow-based
charges for non-residential customers based on the strength of the discharge being
transported and processed The mcreases in the flow-based charges are being phased-
m over the planning period
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Figure 3-8 summarizes the recommended residential and non-residential monthly
charges for the five-year projection period and the projected revenue generated As
shown i Figure 3-8, the proposed monthly charges are projected to generate sufficient
non-residential revenue (51,371,005 by FY 2017-18) to cover the non-residential cost of
service of $1,349,901 (as shown 1n Figure 3-7)

Figure 3-8. Wastewater Proposed Monthly Charges

Current Proposed Monthly Charges
Customer Class Monthly Charge _FY 13-14 FY 1415 FY 1516  FY 16-17 FY 17-18
Residential
Single Family (per EDU) $3208 $32 08 $32 08 $3208 $32 08 $32 08
Multi Family (per EDU) $32 08 $32 08 $32 08 $3208 $32 08 $32 08
Non-Residential
Fixed Charge (per Account) $32 08 $32 08 $32 08 $32 08 $32 08 $32 08
Flow Charge
Awerage Strength (per Tgal) $0 00 $1 46 $233 $319 $4 05 $4 92
High Strength (per Tgal) $0 00 $4 62 $5 48 $6 35 $7 21 $8 07
Rewenue from Rates
Residential $ 6,569,727 $ 6,602,576 $ 6,635583 $ 6,668,767 $ 6,702,111
Non-Residential 559,732 761,035 963,345 1,166,667 1,371,005
$ 7,129,459 $ 7,363,611 $ 7,598,934 § 7,835434 $ 8,073,116

Note Projected residential revenue reflects growth m accounts, Projected non-residential revenue reflects growth in accounts, as
well as the recommended rate increase

3.5 COMPARISON OF PROPOSED CHARGES WITH NEIGHBORING AGENCIES

Figure 3-9 compares the City’s proposed FY 2013-14 rates (with the City’s proposed rate
change effective January 1, 2014) for all residents and typical average- and high-
strength non-residential customers

Figure 3-9 Wastewater Monthly Customer Bill Comparison (FY 2013-14)

Average Lincoln Lincoln
|Customer Class Monthly Flow  (current) (proposed) Auburn __ Ioomus' Rocklin' Rosewlle’?
Restdential (Tgals)
Single Family $3208 $32 08 $61 38 $28 00 $28 00 $29 85
Multi Family $32 08 $32 08 $61 38 $28 00 $28 00 $29 85
Non-Residential
Church 5 $3208 $39 15 not avallable  $28 00 $28 00 $29 85
Large Retailer 165 $32 08 $27302 notavallable  $28 00 $28 00 $658 13
Small Grocery Store* 4 $64 16 $50 16 not avallable  $56 00 $56 00 $59 70
Restaurant* 93 $417 04 $46134 notawallable $36400 $364 00 $729 88
Large Grocery Store* 176 $433 08 $84560 notawalable $37800 $37800 $1,077 55
'Rate effectve 7/1/2013
2Customers sened by the City of Roseulle
°Flow charge applies to water use in excess of 10 Hundred Cubic Feet per month for metered commercial customers
*Denotes high strength customer

Note Non-residential charge based on May 2011 through April 2012 average monthly flows
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4. SOLID WASTE RATES

4.1 BACKGROUND

The City provides residential and commercial solid waste and residential yard waste
collection to the City’s 16,000 accounts  The City currently charges 1ts residents $19 98
per month for once-a-week servicing of 90-gallon solid waste contaner and a 64- or 90-
gallon yard waste contamer The sohd waste contamer 1s delivered to the Western
Placer Waste Management Authority (WPWMA) material recovery facihity (MRF) on
Athens Road, where 1t 1s sorted and recyclable materials are separated and recycled
Non-residential customers are charged a monthly rate based on their subscription level
(e g, 1 cubic yard bin, serviced 1 time per week, 3 cubic yard b, serviced 3 times per
week)

4.2 REVENUE REQUIREMENT PROJECTIONS

To determine whether additional rate revenue 1s required, projected operatmg and
capital expenses are compared with projected revenue from current rates Rates are
then mcreased so that the expenses are covered and operating and capital reserves are
maintamed

Key Assumptions

The City’s FY 2012-13 budget served as the basis for determining the revenue
requirement projections for the five-year planning period from FY 2013-14 through
FY 2017-18 Figure 4-1 summarizes the projected expenditure trends, which are
noteworthy mn the followmng respects

Disposal and Processing

Disposal and processing costs increase 2 1% annually based on 1) planned per-ton tip
fee mcreases at the WPWMA MREF, and, 2) projected increases i volume of materials
collected and processed

Salaries and Benefits

The City’s FY 2012-13 budget mncludes the proposed addition of an Environmental
Services Manager and a Senior Engmeer which shall be shared with the water and
wastewater utilittes The solid waste enterprise has been allocated 30% of the
Environmental Services Manager and 10% of the Senuor Engineer (approximately
$78,000 per year) Salaries and benefits for the existing and proposed staff were
assumed to mcrease an average of 1 8% - 4 7% per year due to the projected increases m
health care premiums, workers’ compensation msurance rates, and wage rates
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Operations and Maintenance Expense

The majorty of the City’s operations and mamtenance expenses (excluding salaries and
benefits) are projected to gradually increase during the planning period at the projected
rate of mflation Cost mcreases greater than mflation include an additional 640 hours
of leaf collection per year (annual average of $38,000), and, additional landfill
mantenance expenses (annual average of $128,000)

Debt Service

The solid waste enterprise does not currently have any debt service, nor are there plans
to mcur debt to fmance collection vehicle purchases durmg the planning period

Capital Replacement Fund

(PAYGo) funding for collection vehicles  The City plans to fund future vehicle and

collection container purchases on a PAYGo basis using a portion of annual rate revenue
and available reserves

Other Expenditures

The other expenditures are comprised of the Solid Waste enterprise’s share of the corp

yard bond payment, annual OPEB obligations, and annual landfill mamtenance
expenses related to the City’s old landfill Jocated on Virginiatown Road
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Figure 4-1 Solid Waste Annual Revenue Requirement
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Projected Annual Expenses (in millions)

Projected
Expenditures FY 2012-13 FY 2013-14 FY 2014-15 FY 201516 FY 2016-17 FY 201718
Disposal/Processing $ 1,555,000 $ 1,587,907 $ 1,621,452 $ 1,655,646 $ 1,690,501 $ 1,726,029
Operations and Maintenance 1,388,022 1,453,466 1,522,846 1,622,597 1,730,781 1,848,161
Salanes and Benefits 1,325,037 1,353,763 1,384,688 1,451,123 1,521,787 1,597,009
Capital Replacement Fund 307,521 194,046 188,213 120,378 39,640 (52,407)
Other Expenditures 462,548 500,268 545,477 599,707 664,806 743,000

Total Revenue Requirment  $ 5,038,128 §$ 5,089,450 $ 5,262,675 $ 5,449,451 § 5,647,516 $ 5,861,792

Figure 4-2 summarizes the projected revenue requirements, revenue from current rates
(1 e, without any rate mncreases), annual surpluses and deficits, and the fund balance
before rate increases Figure 4-2 also shows the projected revenue increases to offset
future deficits so that the solid waste reserves are maintamed at an adequate level (see
Section 4 3 for discussion on the adequate level of reserves) The rate increases that are
projected would become effective July 1 of each year, with the exception of the

FY 2013-14 mcrease which would become effective January 1, 2014 (six months mto the
fiscal year)
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Figure 4-2. Solid Waste Revenue Increases
Projected
FY 2012-13  FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17 FY 2017-18

Revenue Requirement $5,038,128  $5,089,450  $5,262,675 $5,449,451  $5,647,516  $5,861,792
Revenue from Current Rates $4,757,964  $4,786,851 $4,815,738  $4,844,625 $4,873,512  $4,902,399
Surplus/(Deficit) ($280,164)  ($302,599)  ($446,937)  ($604,827)  ($774,004)  ($959,393)

Fund Balance (before increases) $1,681,814 $797,424 $13,718 ($726,432) ($2,016,398) ($3,297,844)

Revenue Increase 0 0% 6 0% 6 0% 50% 50% 5 0%
Revenue from Increase $0 $143,606 $595,225 $870,967  $1,163,644  $1,474,188

Fund Balance (after increases) $1,681,814 $941,389 $753,676 $886,068 $763,215 $959,263

To generate the necessary revenue to mamtan the reserve fund balance noted
Figure 4-2 above, the percent mcreases noted can be applied across-the-board to all
current residential and commercial solid waste service rates However, 1t may be
necessary to increase residential rates by a different percentage than commercial rates 1f
the Caty’s current rate structure 1s not designed so that each customer class 1s paymg its
proportionate share of the total revenue requirement calculated above Section 4 3 of
this report summarizes the cost of service analysis conducted to apportion the revenue

requirement to each customer class (e g, residential and commercial) and the resulting
rate increases

Operating and Capital Reserve Funds

The revenue increases ndicated mn Figure 4-2 are required to offset the City’s increased
costs and to maintam adequate reserves Rates must be set so that the fund balance
achieves the target balances for the reserve funds It 1s the City’s practice to maintain
two reserve funds for sohd waste operations an operating reserve and a capital
replacement reserve

¢ Minimum Balance. The Minimum Balance 1s based on the amount of revenue
that 1s needed to provide working capital for month-to-month O&M
expenditures With sufficient working capital, the City can operate without cash
flow constraints and without borrowing from the General Fund Ata minimum,
we recommend an operating reserve that 1s based on how frequently customers
are billed This frequency establishes the lag between when the City incurs
expenses and when 1t recerves revenue from billings The City bills 1ts customers
monthly We recommend that, at a mmmum, the Operating Reserve equal 1 5
times the bill frequency (or s1x weeks m the City’s case), which 1s the equivalent
of 125% of one year’s O&M expenditures, which 1s currently about $300,000 The
City’s Operating Reserve should never drop below this mmimum balance
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o Target Balance. The Target Balance 1s the Mmimum Balance plus an additional
cash margin for working capital to purchase collection vehicles and collection
contamers used by the residents and businesses The fund balance needs to be
sufficient to purchase collection vehicles without delays caused by cash flow
Iimitations, thereby eliminating financing costs In the City’s case, the capital
component of the Target Balance 1s set to 1 25 times the average annual PayGo
expenditure, which 1s about $700,000 This will provide adequate cash flow for
the purchase of two or three collection vehicles per year during the planning
pertod (which reflects replacing vehicles after 8-10 year mn use, which 1s the
typical useful life of a collection vehicle) and $15,000 per year for contamer
purchases Therefore, the Target Balance 1s currently about $1,000,000

reserves compared with the target balances The Iime labeled “Mmimum Balance”
represents the operating reserve target balance The line labeled “Target Balance”
(diamond symbols) 1s the sum of the target balances for the operating reserve in the
capital replacement reserve

Figure 4-3 mdicates that the fund balance 1s above the target in FY 2011-12 The
combined fund balance drops considerably by FY 2013-14 due to one-time payments to
fund accumulating unfunded habilities (the solid waste enterprises’ proportionate share
of unfunded other post-employment benefits (OPEB) and corporation yard construction
expenses The reserves had previously been accumulated to accommodate these one-
time payments

With the projected revenue increases, the fund balance will drop to its lowest pomnt in
FY 2014-15, approximately 25% below the target balance (but still significantly above
the mmimum balance) and will be just below the target balance by the end of the
planning period, FY 2017-18 In this way, a combination of revenue mcreases and the
use of the current reserve funds cover the increased operating and capital costs that are
projected
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Figure 4-3. Solid Waste Fund Balance With and Without Rate Increases
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4.3 COST OF SERVICE ANALYSIS

The City’s current solid waste rates determine how much of the total revenue
requirement 1s paid by each customer class (e g, restdential and commercial customers)
A cost of service analysis determines how much each class should pay based on 1ts
respective share of the route labor costs, route vehicle costs, administrative costs, and
disposal/ processmg costs at the WPWMA MRF

A cost-of-service analysis 1s a rate-making methodology that apportions the cost of
service to the classes of customers m proportion to the benefits recerved The
methodology first requires the 1dentification of costs by service or function provided

(1 e, collection, disposal/ processing, billing, etc ) The unuts of service associated with
each function are then determmed Each class 1s then allocated its share of the services
based on the percentage of that service/expense that it requires This cost-of-service
methodology was used n allocating the City’s cost of service to 1ts residential and
commercial customers

Figure 4-4 summarizes the proportionate costs and revenues at current rates for each of
the City’s customer classes (residential and commercial) The overall revenue shortfall
for FY 2013-14, based current rates and current customer service levels, 1s 7 0% (before
the recommended 6 0% rate mcrease and use of reserve funds) Our cost of service
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analysis found both customer classes are generating the same 7 0% shortfall, therefore,
the City’s current rate structure properly apportions the cost of service to each customer
class for the benefits recerved

Figure 4-4. Solid Waste Cost of Service Analysis
Budgeted  Allocation | Allocation Percentages Allocated Expenses
FY 201314

Method Residential  Commercial | Residential  Commercial Total
Salanes and Benefits - Operations $1,011,011 Route Labor 71 2% 28 8% $719,656 $291,355 | $1,011,011
Salaries and Benefits - Administrative $342,752 Accounts 98 1% 19% $336,231 $6,521 $342,752
Operating Costs
50101 Office Expense 674 Accounts 98 1% 19% $661 $13 674
50111 Insurance 21,267 Routes 82 4% 17 6% $17,529 $3,739 21,267
50140 Matenals / Supplies 71,672 Routes 82 4% 17 6% $58,990 $12,582 71,6572
50150 Fuel & QI 192,080 Routes 82 4% 17 6% $158,314 $33,766 192,080
50190 Clothing 9,570 Routes 82 4% 17 6% $7,887 $1,682 9,570
50220 Adwertising 15,150 Accounts 98 1% 19% $14,862 $288 15,150
50250 Communications 6,606 Routes 82 4% 17 6% $5,445 $1,161 6,606
50270 Equipment Maintenance 51,500 Routes 82 4% 17 6% $42,447 $9,053 51,500
50320 Taxes 103 Routes 82 4% 17 6% $85 $18 103
50350 Lease Expense 100,000 Accounts 98 1% 1 9% $98,097 $1,003 100,000
50400 Professionai Seruces 236,008 Accounts 98 1% 19% $231,518 $4,490 236,008
50500 Membership / Dues 657 Accounts 98 1% 19% $644 $12 657
50540 Training 4,893 Routes 82 4% 17 6% $4,032 $860 4,893
50710 Regulatory Fees 22,454 Routes 82 4% 17 6% $18,507 $3,947 22,454
57305 Drsposal Fees 1,587,907 Tonnage 76 0% 24 0% $1,207,372 $380,535 1,587,907
60000 Depreciation 33,987 Routes 82 4% 17 6% $28,012 $5,975 33,987
80050 Equipment 5,150 Routes 82 4% 17 6% $4,245 $905 5,150
Subtotal, Operating Costs  $2,359,577 $1,898,648 $460,929 | $2,359,577
Non-Operating Costs
65100 Cost Allocation - General Fund 430,814 Accounts 98 1% 1 9% $422,617 $8,197 430,814
65610 Cost Allocation - Fleet 250,983 Routes 82 4% 17 6% $206,862 $44,120 250,983
Subtotal, Non-Operating $681,796 $629,479 $52,317 $681,796
Total Op and Non-Op Expens $4,395,136 $3,584,014 $811,122 | $4,395,136
Transfers To/(From) Reserves
Capital Replacement Fund (721) 194,046 Routes 82 4% 17 6% $159,935 $34,111 194,046
Corp Yard/City Hall Bond Pmt 189,713 Accounts 98 1% 19% $156,674 $3,039 159,713
OPEB Fund 214,376 Route Labor 71 2% 28 8% $152,596 $61,779 214,376
Landfill Maintenance Costs 126,179 Tonnage 76 0% 24 0% $95,941 $30,238 126,179
Total Transfers 694,314 565,146 $129,167 694,314
Net Revenue Requirement $5,089,450 { Allocated Expenses  $4,149,161 $940,290  $5,089,450

Annual Revenue at Current Rates  $3,898,899 $882,974
Less Bad Debt ($19,494) 415
Net Revenue  $3,879,405 $878,559  $4,757,964

$ Surplus/(Shortfall)  ($269,756) ($61,730)  ($331,486)
% Surplus/(Shortfall) -7 0% -7 0% -7 0%

4.4 RATE DESIGN AND PROJECTED RATE INCREASES

The rate design derives rates that will generate the appropriate amount of revenue (1 e,
each customer classes’ proportionate share of the revenue requirement) for each
customer class As shown m Section 4 3, the City’s current rate structure 1s consistent
with mdustry standards and satisfies the legal rate-making objectives, therefore, the
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4 Solid Waste Rates

City should apply the following recommended rate mncreases across-the-board, without
rate structure changes, to all existing sohd waste rates

o FY 2013-14 (effecive 1/1/14) 6 0%
s FY 2014-15 (effective 7/1/15) 6 0%
o FY 2015-16 (effective 7/1/15) 50%
e FY 2016-17 (effective 7/1/15). 5 0%
¢ FY 2017-18 (effective 7/1/15) 50%

With these increases, rates should cover ongoing contractual and operatng cost
mcreases and to mamtamn adequate reserves through FY2017-18 Each year, prior to
implementing the rate mcreases, City staff should confirm the need for the rate mcrease
The City can implement a lower rate mcrease, 1f conditions warrant, without gomng
through the Proposition 218 notification process If higher rate mcreases are needed
that exceed the adopted rates, the City will need to mitiate a new Proposition 218
proceeding

The recommended annual increases and corresponding residential and commercial
solid waste rates are summarized m Figure 4-5.

Figure 4-5. Solid Waste Monthly Rates - Current and Projected
Planning Penod

Customer Class Current FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17 FY 2017-18
eff 1/1/14 eff 7/1/14 eff 7/1/15 eff 7/1/16 eff 7/1/17
Rate Increase 6 0% 6 0% 50% 50% 5 0%
Residential’ $19 98 $21 18 $22 45 $23 57 $24 75 $26 00
Commercial?
90 gal Can, 1x/wk $24 01 $25 45 $26 98 $28 33 $29 74 $3123
90 gal Can, 2x/wk $46 26 $49 04 $51 98 $54 52 $57 31 $60 17
90 gal Can, 3x/wk $68 51 $72 62 $76 98 $80 83 $84 87 $89 11
90 gal Can, 4x/wk $90 76 $96 21 $101 98 $107 08 $11243 $118 05
3-yard Bin Plckup3 $26 17 $27 74 $29 40 $30 87 $32 42 $34 04
4-yard Bin Pickup® $34 17 $36 22 $38 39 $40 31 $42 33 $44 45
5-yard Bin Pickup® $42 17 $44 70 $47 38 $49 75 $52 24 $54 85
3-yard Bin Monthly Lease $21 17 $22 44 $2379 $24 98 $26 22 $27 54
4-yard Bin Monthly Lease $27 19 $28 82 $30 55 $32 08 $33 68 $35 37
5-yard Bin Monthly Lease $34 17 $36 22 $38 39 $40 31 $42 33 $44 45

'Rate provides for weekly collection of one 90-gal solid waste container and one green waste contamer

2Rate provides for solid waste collection, commercial rate also apphes to multi-fanuly complexes sharing containers

3Rate provides for collection one-time per week, Rate for multiple collections per week 1s the stated rate times the number of
regularly scheduled collections per week

4.5 COMPARISON OF PROPOSED CHARGES WITH NEIGHBORING AGENCIES

Figure 4-6 compares the current and proposed rate for the City’s residential customers
to some of the City’s neighboring agencies As shown m the figure, some agencies have
multiple residential rates based on the size of collection contamer (e g, 90-gallon, 60-
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gallon) The City’s proposed rate, effective 1/1/14, remains the lowest for 90-gallon
service when compared to the neighboring agencies Note: Figure 4-5 reflects other

4 Solid Waste Rates

agencies’ current rates These rates may change durmg the forthcoming year.

Figure 4-6 Solid Waste Residential Rate Comparison

($/ month)
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4 90-gal| $1998 $21 18 $50 06 $27 73 $24 00 $23 40 $29 99 $25 75
B §0-gal $37 74 $24 69 $23 40 $24 97 $20 70
A 30-gal $25 41 $17 31 $12 36 $17 36 $18 63

Figure 4-7 compares the City’s current and proposed commercial rate (for the most

common commercial service level, 3 cubic yards - 1x/week) to some of the City’s

neighboring agencies The City’s proposed rate remains much less than most of the

neighboring agencies and 1s shightly higher than the rate changed in Roseville

Note: Figure 4-6 reflects other agencies’ current rates These rates may change during

the forthcoming year
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4 Sold Waste Rates

Figure 4-7. Solid Waste Commercial Rate Comparison (3 CY — 1x/wk)
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‘ ATTACHMENT 3

City of Lincoln - Water Rate Information

In response to the comments received during the public hearing at the October 8th City Council meeting, the City
Is providing additional information in regards to the proposed water rates The consultants prepared a rate study
that was made available to all property owners and customers The detailed analysis can be technical in nature
and could potentially lead to inaccurate assessments The additional information, although still summary in
nature, attempts to provide an explanation of what the costs are to operate the City's water system These types
of costs are typical of water agencies and other cities that provide a water service

The first graph, "Water Fund Balance With and Without Rate Increases", which is in the rate study document and
also presented at the workshops and at the public hearing, indicates what happens to the water fund with or
without the proposed rate increases The table below the graph summarizes the projected revenues and
expenditures for the water fund by fiscal year The following summary reflects the projected activity for the five
fiscal years beginning in 2013 that are included in the rate study

/

Beginning Fund Balance - FY 2013-14 $ 3,712,658
Rate Revenues $ 67,104,898
Interest Earnings $ 31,880
Expenditures - Operations $ (67,539,815)
Capital R&R Activity $ (56,302)

Ending Fund Balance - 2017-18 $ 3,253,319

The proposed rates begin the funding to establish an adequate reserve fund to repair and replace the existing
water infrastructure, which 1s included in the Expenditure - Operations An independent study of the City's water
infrastructure determined that the annual replacement cost over the life of the assets i1s $2.7 million The
proposed rates phase-in the capital replacement funding over the five-year period The projected balances of the
replacement fund are shown in the second graph, "Capital Replacement Fund", and indicates a balance of $7 7
million by the end of the 2017-18 fiscal year, which is 4% of the cost ($188 million) of the water infrastructure The
Capital Replacement Fund will provide funds to repair and replace the existing infrastructure as it becomes
necessary to continue the efficient delivery of water to customers

The third graph, "Water Revenue Requirements", shows the expenditures by category for the water operations A
summary of the category expenditures are shown in the table below the graph in matching colors As reported in
the past, the two primary increases are the purchased water from PCWA and the funding for the capital
replacement fund It should be noted that the adopted 5-year CIP budget for FY's 2013-2018 presented unfunded
projects In excess of $12 million

The expenditure category for Salaries and Benefits 1s based on the FY 2012-13 staffing levels and the filling of
positions that were eliminated over the past 6 years The positions funded directly from the Water fund include
staffing for supervision, water distribution technicians, engineering, utility billing, maintenance workers and
administration The total Full-Time Equivalents (FTE) are 13.41.

The category for Other Transfers for Water includes $500,000 in FY 2012-13 for infrastructure improvements
included in the CIP #300 - reclamation water and $400,000 in FY 2013-14 for the past obligations of Other Post
Employee Benefits (OPEB).
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Water Fund Balance With and Without Rate Increases
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$1

Fund Balance without
Increases

$0

Minimum Balance

FY 2011-12

FY 2012-13 FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17 FY 2017-18

Beginning Fund Balance
Rate Revenues
Interest Earnings
Expenditures - Operations
Capital R&R Activity

| FY2012-13 | FY2013-14 | FY 201415 | FY2015-16 | FY2016-17 | FY2017-18 |
$ 5546053 $ 3,712,658 $ 1,942,116 $ 1,311,876 $ 1,406,580 $ 2,152,197
$ 8870348 $ 9585744 $ 11725503 $ 13,566,980 $ 15299,563 §$ 16,927,108
$ 9258 $§ 484 $ 32711 § 5637 $ 9201 § 8927
$(11,367,370) §(11,992,358) $(12,538,528) $(13,365432) $(14,217,345) $(15,426,152)
$ 654,369 $ 631,227 $ 179,514 § (112480) $ (345803) $  (408,760)

Ending Fund Balance

$ 3,712,658 $ 1,942,116 $ 1,311,876 $ 1,406,580 $ 2,152,197 $ 3,253,321
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CAPITAL REPLACEMENT FUND
Transfers to Reserve Fund

| FY2013-14 [ FY2014-15 | FY2015-16 | FY 2016-17 | FY 2017-18 |
$ 551,400 $ 1,102,800 $ 1,654,200 $ 2,205,600 $ 2,757,000

Capital Expenditures in FY 2013-14 Budget $ (370,000) $§ (177,000) $ (46,960) $ (41,769) $ (36,421)

Net Annual Funding to Reserve Fund $ 181400 $ 925800 § 1,607,240 $ 2,163,831 § 2,720,579




Water Revenue Requirements
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FY 2012-13 FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17 FY 2017-18
Fiscal Year
FY 2012-13 FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17 I FY 2017-18
[:gpital Replacement Fund $ 947369 $ 1307627 $ 1575314 $ 1,839,760 $ 2,163,028 $ 2,656,819
1Other Expenditures
; Debt Service $ 61,674 $ 50,174 $ 44,124 $ 43,224 % 13,888 § -
Corp Yard / City Hall Allocation $ 161,324 $ 161,324 §$ 161,324 § 161,324 § 161,324 $ 161,324
OPEB $ 182,533 $ 219,953 $ 265043 $ 319377 $ 384,849 $ 463,743
Other Transfers for Water $ 605631 $ 419,463 § 26,580 $ 37,700 $ 40,756 $ 44,078
' $ 1011162 $ 850,914 $§ 497,080 $ 561625 $§ 600,817 $ 669,145
'Salaries & Benefits o o i
, Full Time Salaries $ 776581 $ 776581 $ 776581 $ 799,878 $ 823,874 $ 848,591
i Insurance - Medical/Dental/Life $ 200978 $§ 216,949 $ 234305 $ 253,049 $ 273,293 $ 295156
3 Other Salaries & Benefits $ 195,734 $ 273833 § 275940 $ 283,785 $ 301,242 $ 320,134
: $ 1173203 $ 1,267,363 $ 1286826 $ 1,336,712 $ 1,398,409 $ 1,463,881
Operations & Maintenance
Utilities $ 218082 $ 224624 $ 231,363 $§ 238304 $ 245453 $ 252,817
Matenals & Supplies $ 2409250 $ 256,728 $ 264,429 $ 272362 $ 280,533 $ 288,949
Professional Services $ 296947 $ 305855 $ 315031 $ 324482 $ 334216 $§ 344,243
Cost Allocation - General Fund $ 690384 $ 731807 $ 775715 $ 853287 $ 938616 $ 1,032,477
Cost Allocation - Fleet $ 90,342 $ 94859 §$ 99,602 § 107,570 $ 116,176 $ 125,470
Other Expenditures $ 126,236 $ 128,081 & 130,152 § 132,468 § 135,055 § 137,938
$ 1671241 $ 1741954 $ 1816292 $ 1928473 $ 2050049 $ 2,181,894
$. 6:564,305 5 6.004500 <0 /o000t 005,047 8,454,493

TOTAL EXPENDITURES $ 11,367,370 $ 11,992,358 $ 12,538,528 $ 13,365,432 $ 14,217,345 $ 15,426,152




For the expenditure line item titled Cost Allocation - General Fund, the City actually uses an Internal Service Fund
(Fund #600), but the allocation principle is the same The City of Lincoln, which is typical with almost any public
agency or private entity, provides administrative services (overhead costs) to other departments and divisions of
the organization For example, in the City some of these administrative services are the City Manager's office,
City Attorney, Finance, IT, Central Services, Human Resources, Facllities and others The City uses a cost
allocation process to allocate overhead costs from department/divisions that provide the administrative services to
the departments/divisions that benefit from the services The allocated overhead costs include staff salaries,
benefits, operating expenses and allocated costs The basis for the allocation differs based on the service, for
example, the IT allocation is partially based on the number of computers users and Human Resources allocation
Is partially based on the number of employees

As mentioned in the public hearing, the City is currently in the process of completing an updated cost
allocation plan to reflect the current organizational structure of the City.

The City's three utilities have been allocated their share of the overhead costs The first table is a summary of the
departments / divisions that receive the benefits of the overhead services and their allocation for the FY 2013-14
The second table identifies the departments / divisions that are providing the overhead services and the allocated
cost share to the Water Fund for the FY 2013-14

FY 13-14
Allocated
Department / Division Receiving Benefit Amount
Water Operations $ 731,807 —
Wastewater Operations $ 451,280
Solid Waste Operations $ 430,814
General Fund (Police, Fire, Library & Recreation) $ 1,534,352
Community Development $ 212,001
Streets $ 134,292
L&L Districts $ 222,572
Transit Operations $ 114,873
Airport Operations $ 147,161
TOTAL ALLOCATED COSTS - City-wide $ 3,979,152
FY 13-14
Allocated
Department / Division Providing Services Amount
City Attorney $ 4,742
City Manager's Office $ 97,235
Human Resources $ 14,749
Public Information Officer $ 22,030
Administrative Services (CFO / analysts) $ 201,321
Information Technology $ 48,691
Central Services $ 18,191
Finance (accounting / payroll / accounts payable) $ 197,865
Utility Billing $ 12,379
Public Services Administration $ 6,674
Facilities $ 107,930
TOTAL ALLOCATED COSTS - Water Fund $ 731,807 «—




ATTACHMENT 4

Summary of Ordinance amending Title 13 of the Municipal Code

13 04 010 Purpose and intent (D) — amended to read that the intent 1s to provide for the ongoing
implementation of a metered rate system

13 04 015 Definttions — added section to include definitions

13 04.030 Supply source, quality, continuity — amended to read that all customers shall be
required to accept such conditions of pressure and service as are provided by the distribution
system at their point of connection and the city shall not be hiable for any damage arising from
high or low pressures

13 04 040 Classes of service — amended to define the two customer classes as residential and non-
residential

13 04.065 Ground wire attachments — added section to state that the city 1s not responsible for
providing an electrical ground through the water service equipment Customers shall not attach
any ground wiring to plumbing which is or may be connected to city service equipment.

13.04.080 Application for water agency annexation — 1dentifies September 30, 1979 as the
applicable date of the referenced ordinance

13 04 150 Meter nstallation required (A) & (B) — identifies September 30, 1979 as the applicable
date for the referenced ordinance

13.04 150 Meter 1nstallation required (C) — states that the City reserves the right to review the
anticipated water demands based upon type of service, number of fixtures, irngation, and all other
factors affecting water use, and the right to require larger service connection or meter if
anticipated demands exceed the capacity of the meter size requested

13 04.152 Meter Size Change — added section that defines the process for a customer to increase
or reduce the water meter size. To increase the meter size the applicant shall pay the applicable
fee for the new larger meter and 1if the change necessitates, in the City’s judgment, a larger
service connection, the applicant shall pay all costs associated with the installation of the new
service connection. To reduce the meter size the applicant shall provide the City with
documentation as deemed necessary by the City to recognize the permanent relinquishment of
water capacity to the City. The City shall not be obligated to retmburse the applicant for any
water connection fees related to the relinquishment of the water capacity The relinquishment
shall permanently transfer the water capacity to the City and the City shall be allowed to sell such
capacity to other water customers The proceeds of such sale of water capacity in the form of
water connection fees shall be used by the City at its sole discretion.

13.04.155 Meter accessibility — added section that states that it 1s the customer’s responsibility to
ensure accessibility to the meter at all times. When a meter cannot be read because of an
obstruction, the customer will be notified and shall correct the condition(s). Failure to remove the
obstruction within 30 days after notification shall result in the disconnection of service. All fees



applicable to the disconnection shall be applied to the customer’s account This 1s the customer’s
responsibility

13 04 158 Tampering charge — added section stating that facility tampering includes, but 1s not
limited to, mterference with a meter, meter box, or locking mechanism; or unauthorized
reconnection of a meter, or unauthorized use of water or damage to a fire hydrant Additionally,
any City facilities that have been damaged or altered will be billed for time and materials The
tampering charge shall be two hundred and fifty dollars ($250 00) per occurrence, and upon the
third occurrence the City may remove the meter and lock the service

13.04 200 Rate classifications — amended to read that the city will operate and maintain its water
systems in an efficient and economical manner to distribute and supply water as fairly and
equitably as possible. The charges to be made for service will be set at rates no higher than
necessary to enable the city to recover all costs of distributing and supplying water and shall
include any costs for: 1 Purchasing, pumping, transmitting, and distributing water, 2 Customer
Service; 3 Administration, 4 Overhead, 5 Debt Service; and 6 Renewal and replacements of
facilities.

13 04 202 Flat water use rates — added section indicating the monthly charge for flat rate water
users which are equivalent to the 8,000 gallons per month for residential customers and 13,000
gallons per month for non-residential customers

13 04 205 Metered water use rates- amended per the Proposition 218 notice

13 04.207 Water use rates for construction water — amended to read that the charge for each one-
thousand gallons of construction water use shall be twice the amount of the highest tier for non-
residential water customers within the city

13 04 209 Water use rates — amended to read that the monthly charge for water use outside the
city shall be one hundred fifty percent (150%) of the rates for the same steps for customers by
class and meter size within the city.

13 04 360 Established--Apportionment—Purpose — amended to read that (A) the water
connection fees shall include the City’s water connection charge pursuant to Section 13 04 160
and either the Placer County Water Agency Water Connection Charge (PCWA WCC) or the
Nevada Irrigation District Water Connection Charge (NID WCC), as determined by the City, in
effect at the time of payment, and (B) the connection fees for every service connection to the city
water system are established for the purpose of providing funds for the payment of the costs for
design and construction of the city’s water system and to make the required service connection
payments to the Placer County Water Agency and tn order that such costs be shared by those
receiving the benefits.

13.04.362 Indoor Fire Sprinkler Requirement — added section that states the water connection
fees for customers required to install indoor fire sprinklers shall be based upon the size meter that
would otherwise be used to serve the customer but for the requirement of a larger meter for the
sprinklers.

13.04.370 Use of revenues — amended to read that amounts collected shall be set aside in separate
funds and used for the purposes enumerated 1n Section 13 04.360.



13 04 400 Temporary-connection charges (C) & (D) — amended to read that monthly charges for
water usage shall be assessed m accordance with the water use rates for construction water as
provided n Section 13 04 207 and that temporary connections shall be one-inch metered
connections unless otherwise approved by the city

13 04.430 Irrgation hours — amended to read that the City reserves the right to limit irrigation
hours m the case of water shortages or emergencies.

In addition to the aforementioned changes, the following sections have been amended to
recognize the current organizational structure and titles, 13 04 075, 13.04 110, 13.04 130,
13.04.150, 13 04 450, 13 04 470, and 13.04 540

13 08.315 Continued use of private sewer system — amended to state that property owners using
private sewer systems that are in compliance with applicable codes and regulations may continue
to use the private system when new public sewer systems are constructed within two hundred feet
or less from the building or drainage facility The construction or installation of a public sewer
system will not cause property owners to abandon their private sewer systems

13 12 110 Basic monthly sewer service charge — amended per Proposition 218 notice

13.12 130 Laft station surcharge — amended to state that no additional monthly charge will be
required to cover the costs of lift station operations, maintenance or replacement



