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EXECUTIVE SUMMARY

The City of Salida (City) retained Raftelis Financial Consultants, Inc. (RFC or Raftelis) to
complete a water and wastewater rate study and develop a ten-year financial plan, proposed
revenue adjustments over a three-year period, effective January 1 2016, 2017, and 2018, and water
and wastewater system development fees (SDF’s) for 2016. 2016 and 2017 user charges under two
alternatives that generate the same revenue are presented within this report and 2016 are included
in Appendices D and H respectively.

Projected water sales revenue under existing rates is insufficient to meet revenue requirements
while maintaining reserve balances. The City’s water fund is currently in adequate financial
position to exceed minimum financial targets, and future cash-funded capital expenditures are
anticipated to reduce the fund balance. RFC recommends annual revenue adjustments of 5%, 5%,
and 3% over the next three fiscal years generated through proposed user charges detailed in the
water rate design section of the report. The need to exceed minimum unrestricted cash balances
are a key driver of the water financial plan. Table 1 summarizes the key water fund results and
drivers.

Table 1: Water Fund Key Results and Drivers

(1) Assumes residential customer, 3/4-inch meter and 9,000 gallons of monthly volume.
(2) Cash reserve target of at least 25%.
(3) Target of 1.50 times annual debt service for rate setting purposes.

Revenue requirements and cost of service allocations described in this report provide the basis for
designing water rates. RFC developed two alternative rates for the 2016 test year; one
proportionately raises rates across the board, the second recovers class cost of service from
residential and commercial each customer classes. RFC developed proposed rates for 2017 through
2020 that generate the additional revenue needed to adequately meet revenue requirements. Tables
2 and 3 summarize current and proposed 2016 and 2017 monthly service charges and volume rates.

Year Monthly Bill
(1)

Increase in
Monthly Bill

Cash Reserve
Ratio (2)

Debt Service
Coverage Ratio

(3)
2015 $35.32 31% 2.35
2016 37.15 $1.83 30% 2.41
2017 39.00 1.85 26% 3.95
2018 40.17 1.17 55% 4.17
2019 41.38 1.21 78% 4.05
2020 42.21 0.83 60% 4.16
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Table 2: Proposed Water Monthly Service Charge

Table 3: Proposed Water Volume Charges

Description Current
1/1/2016 1/1/2017 1/1/2016 1/1/2017

Residential Service & Water Maintenance Charge
3/4" and Less $23.91 $25.11 $26.37 $18.44 $19.36

1" 29.76 31.25 32.81 20.53 21.56
1 1/2" 41.66 43.74 45.93 38.58 40.51

2" 53.37 56.04 58.84 62.17 65.28
3" 70.81 74.35 78.07 134.65 141.38
4" 94.42 99.14 104.10 221.57 232.65

Residential w/ ADU and Multifamily
Per Account 35.87 37.67 39.55 27.66 29.04
MF Per DU 23.91 25.11 26.37 18.44 19.36

Commercial Service Charge
3/4" and Less $17.75 $18.64 $19.57 $18.44 $19.36

1" 23.60 24.78 26.02 20.53 21.56
1 1/2" 35.50 37.28 39.14 38.58 40.51

2" 47.21 49.57 52.05 62.17 65.28
3" 70.81 74.35 78.07 134.65 141.38
4" 94.42 99.14 104.10 221.57 232.65

Commercial Demand Charge
Up to 100,000 6.16 6.47 6.79 0.00 0.00

101,000 to 500,000 18.48 19.40 20.37 0.00 0.00
501,000 to 1,000,000 46.20 48.51 50.94 0.00 0.00

Over 1,000,000 61.60 64.68 67.91 0.00 0.00

Alternative 1 Alternative 2

Description Current
1/1/2016 1/1/2017 1/1/2016 1/1/2017

Residential Volume Rate per 1,000 Gallons
0 to 2,000 gallons $0.00 $0.00 $0.00 $0.00 $0.00

2,000 - 13,333 (13,000) gallons 1.63 1.72 1.81 2.65 2.78
Over 13,333 (13,000) gallons 2.17 2.28 2.39 3.53 3.70

Commercial Volume Rate per 1,000 Gallons
0 to 2,000 gallons 1.63 1.72 1.81 0.00 0.00

2,000 - 13,333 (13,000) gallons 1.63 1.72 1.81 2.33 2.45
Over 13,333 (13,000) gallons 2.17 2.28 2.39 3.10 3.26

Alternative 1 Alternative 2
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Projected wastewater sales revenue under existing rates is insufficient to meet revenue
requirements while maintaining reserve balances. The City’s wastewater fund is currently in a
reasonable financial position and future capital expenditures are anticipated to be cash funded. The
drivers for the wastewater revenue increases, 9%, 8% and 8% for the next three fiscal years,
include the need to exceed minimum financial targets. Namely, the fund should exceed a cash
reserve ratio of 17% and exceed debt service coverage target of 1.50 times annual debt service
including proposed SDF’s. RFC recommends annual revenue adjustments summarized in Table 4
and with the first adjustment effective January 1, 2016.

Table 4: Wastewater Key Results and Drivers

(1) Assumes residential customer, ¾-inch meter and 4,000 gallons of monthly volume.
(2) Cash reserve target of at least 17%.
(3) Target of 1.50 times annual debt service for rate setting purposes.

Revenue requirements and cost of service allocations described in subsequent sections of this
report provide the basis for designing wastewater rates. Revenue requirements show the need for
adjustments and the level of revenue required. Tables 5 and 6 summarize proposed residential and
commercial monthly service charges and volume rates for two alternative rate structures. Both
respectively generate the additional revenue needed to adequately meet revenue requirements.
Alternative 1 is an across-the-board increase to existing rates, and Alternative 2 recovers class cost
of service revenues.

Year
Monthly

Bill (1)

Increase in
Monthly

Bill

Cash
Reserve
Ratio (2)

Debt
Service

Coverage
Ratio (3)

2015 $21.05 91% 1.07
2016 22.94 $1.89 35% 1.41
2017 24.78 1.84 31% 1.68
2018 26.76 1.98 40% 1.91
2019 28.90 2.14 16% 2.15
2020 30.06 1.16 18% 2.28
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Table 5: Proposed Wastewater Monthly Service Charge

Table 6: Proposed Wastewater Volume Charges

Description Current
1/1/2016 1/1/2017 1/1/2016 1/1/2017

Residential Service Charge
3/4" and Less $18.59 $20.26 $21.88 $14.21 $15.35

1" 26.87 29.29 31.63 21.21 22.91
1 1/2" 40.10 43.71 47.21 38.52 41.60

2" 60.16 65.57 70.82 59.39 64.14
3" 76.20 83.06 89.70 125.52 135.56
4" 94.24 102.72 110.94 212.33 229.32

Residential w/ ADU and Multifamily
Per Account 32.17 30.39 32.82 21.32 23.02
MF Per DU 18.59 20.26 21.88 14.21 15.35

Commercial Service Charge
3/4" and Less $19.25 $20.98 22.66 $14.21 15.35

1" 26.87 29.29 31.63 21.21 22.91
1 1/2" 40.10 43.71 47.21 38.52 41.60

2" 60.16 65.57 70.82 59.39 64.14
3" 76.20 83.06 89.70 125.52 135.56
4" 94.24 102.72 110.94 212.33 229.32

Sewer Only
Sewer Only 32.17 35.07 37.88 44.92 48.51

Sewer Only - Vacant 16.08 17.53 18.93 22.46 24.26

Alternative 1 Alternative 2

Description Current
1/1/2016 1/1/2017 1/1/2016 1/1/2017

Residential Volume Rate per 1,000 Gallons
0 to 2,000 gallons $0.00 $0.00 $0.00 $0.00 $0.00
Over 2,000 gallons 1.23 1.34 1.45 1.90 2.05

Commercial Volume Rate per 1,000 Gallons
0 to 2,000 gallons 2.27 2.47 2.67 0.00 0.00
Over 2,000 gallons 2.27 2.47 2.67 3.99 4.31

Septage Haulers 90.00 98.10 105.95 98.10 105.95

Alternative 1 Alternative 2
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Recommendations
To ensure the financial sustainability of the City’s water and wastewater utilities, RFC provides
the following recommendations.

1. Periodically review and update the financial plan for changes in revenues, expenses and capital
facility requirements.

2. Establish a Capital Project Reserve fund equal to 50% of the average annual CIP over a five-
year period for both Water and Wastewater. In the absence of budgeted contributions to such
a Capital Project Reserve, RFC recommends that annual budget surpluses be set aside to
establish the reserve.

3. Continue to pursue grant and state revolving fund (SRF) funding to the extent possible in order
to mitigate the need and size of future rate revenue adjustments.

4. Continue to reduce unaccounted water by reducing water leaks, evaluating a meter replacement
program to upgrade technology for leak detection and to systematically replace inaccurate
water meters.
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INTRODUCTION AND OVERVIEW

The City of Salida (City) retained Raftelis Financial Consultants, Inc. (RFC or Raftelis) to
complete a water and wastewater rate study and develop a ten-year financial plan proposed revenue
adjustments over a three-year period.

The City operates a water and wastewater system providing service to City residents within the
City’s boundaries and customers nearby City boundaries. Wastewater service is also provided to
the Town of Poncha Springs.

As part of the Rate Study, RFC assisted the City to:

 Analyze the existing water and wastewater rate structure for appropriateness and sufficiency
of revenue generated.

 Develop separate 10-year water and wastewater financial plans based on information gathered
during the course of the study including annual system revenue increases.

 Update SDFs.
 Complete a cost of service analysis for the water and wastewater utilities using a fiscal year

2016 test year.
 Develop alternative water and wastewater rates for 2016 through 2017 that Council can

consider for adoption effective January 1st of each year.

Report Organization
Our report to the City contains ten sections as follows:

 Executive Summary
 Introduction and Overview
 Utility Customer Data
 Water Fund Financial Plan
 Water Cost of Service
 Water Rate Design
 Wastewater Fund Financial Plan
 Wastewater Cost of Service
 Wastewater Rate Design
 System Development Fee Analysis

The report contains eight appendices including the complete water financial plan and customer
data (Appendix A), water SDFs (Appendix B), water 2016 cost of service (Appendix C), water
proposed 2016 rates (Appendix D), wastewater financial plan and customer data (Appendix E),
wastewater SDFs (Appendix F), wastewater cost of service (Appendix G), and wastewater
proposed 2016 rates (Appendix H).
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Reliance on City Provided Data
During the course of this project, the City provided RFC with a variety of technical information
from facility and operational data, capital improvement project estimates, and audited and
unaudited financial results, including customer, cost and revenue data. RFC did not independently
assess or test for the accuracy of such data – historic or projected. We have relied on this data in
the formulation of our findings and subsequent recommendations, as well as in the preparation of
this report.

As is often the case, there will be differences between actual and projected data, and some of the
assumptions used in this report will not be realized, and unanticipated events and circumstances
may occur. Therefore, there are likely to be differences between the data or results projected in
this report and actual results achieved and those differences may be material. As such, we take no
responsibility for the accuracy of data or projections provided by or prepared on behalf of the City,
nor do we have any responsibility for updating this report for events occurring after the date of this
report.

UTILITY CUSTOMER DATA

Water
As of the fourth quarter of 2014, the City served approximately 2,740 retail water customers inside
the City and outside the City limits. These accounts are divided into the following four customer
classes:

 Residential
 Residential with Accessory Dwelling Unit (ADU)
 Multi-Family Residential
 Commercial

Residential customers include only those types of residential development, designed as a single
housing unit. Residential with ADU customers are single family residences with a separate
apartment (e.g., an above garage apartment). By policy, ADUs are treated as half a dwelling unit.
Multi-family residential customers are identified as residential structures that contain two or more
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dwelling units, typically duplexes and triplexes. Commercial customers include all other
customers.

Table 7 summarizes 2014 customer data: number of accounts, number of bills, and annual water
use in 1,000 of gallons (kgal) for each City customer classification. Prior to 2015, the City billed
its water and wastewater customers on a quarterly basis. In 2015, the City switched to a monthly
billing frequency.

Table 7: 2014 Water Customer Data

Number of Number of Water Use
Description Accounts Quarterly Bills (kgal)

Residential 2,101 8,407 196,039
Residential w/ ADU 77 310 9,285
Multifamily 93 372 11,549
Commercial 455 2,277 145,739
Total System 2,726 11,366 362,612

The water rate and financial plan presented in the balance of this report is based on projections
derived from the current number of accounts, dwelling units and volumes in 1,000 gallon
increments (kgal) adjusted for growth. Annual bills, water use, and revenues under the current
rates are detailed in Appendix A.

The City has experienced reduced per account water consumption in 2013 and 2014 compared to
water use since 2005. While this study was ongoing in 2015, a wet spring caused sales to decline
further. To project future demand, the average consumption per account for 2013 and 2014 was
assumed to represent future levels of demand. In 2015, however, reduced sales due to the wet
spring was subtracted from this assumed level of future demand. Conditions in the City currently
create larger than usual uncertainty as to future consumption. The City should continue to monitor
water sales trends and update the financial plan accordingly.

Wastewater
As of the fourth quarter in 2014, the City served approximately 3,110 wastewater customers within
the City’s service area and these accounts are divided into eight customer classes:

 Residential
 Residential with ADU
 Multi-family
 Commercial
 Sewer-only
 Sewer-only vacant
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Table 8 summarizes the number of accounts, number of bills, and billed volume for each City
customer classification in 2014.

Table 8: 2014 Wastewater Customer Data

Number of Number of
Billed

Volume
Customer Classification Accounts Quarterly Bills (kgal)

Residential (1) 2,299 9,199 89,562
Residential w/ ADU 77 310 4,504
Multifamily 93 373 6,104
Commercial (1) 478 1,913 120,774
Sewer Only 126 507 0
Sewer Only - Vacant 17 70 0

Total System 3,090 12,372 220,944

(1) Includes Poncha Springs customers.

The wastewater rate and financial plan presented in the balance of this report are based on
projections derived from the current number of accounts and billed sewer volumes. Billed
residential sewer volumes are calculated annually based on each account’s average winter
consumption or average monthly water use during January through March. Commercial classes
are not billed based on average winter consumption, but monthly metered water consumption.
Annual bills, water use, and revenues under the current rates are detailed in Appendix E.

Growth Assumptions
Annual growth assumptions are included in Appendix A and E projections of increased customer
bills, volume sales and one-time SDF revenues. Growth assumptions were developed in
consultation with City staff and incorporated into the rate study. Annual growth of 35 residential
water accounts ranges from 1.1% to 1.3% per year over the study period. Annual growth of 40
residential wastewater accounts ranges from 1.1% to 1.3% per year over the study period as well.
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WATER FUND FINANCIAL PLAN

RFC developed a financial plan for the eleven-year study period of 2015 through 2025 that is
presented in Appendix A. The first six years of the financial plan are summarized in Table 9. RFC
separated the total water fund into operating and SDF funds.

Table 9: Water Fund Key Results and Drivers

(1) Assumes residential customer, 3/4-inch meter and 9,000 gallons of monthly volume.
(2) Cash reserve target of at least 25%.
(3) Target of 1.50 times annual debt service for rate setting purposes.

The operating fund utilizes rate revenue to fund O&M activities, staff salaries, billing and
administration. Capital spending may be funded through SDF revenues, grants, debt issuances,
and finally by rate revenues. Prudent utility financial planning requires that annual expenses are
funded, sufficient reserves are maintained of a minimum of 90 days of O&M, and debt service
coverage requirements are met. This financial plan is designed to provide revenue adequate to
exceed reserve targets and debt service coverage targets of 1.50 times annual debt service.

Cash Flow Analysis
Projected water sales revenue under existing rates is insufficient to meet revenue requirements
while maintaining reserve balances. The City’s water fund is currently in good financial position
and future cash-funded capital expenditures are anticipated to reduce the fund balance. RFC
recommends annual revenue adjustments of 5%, 5%, and 3% over the next three fiscal years
generated through proposed user charges detailed in the water rate design section of the report.
Unrestricted cash balances are a key driver of the water financial plan.

Capital Funding

Capital project funding is a driver for many utilities as renewal and replacement, regulations,
service levels, and capacity needs must be met in order to provide water service. Projected capital
projects detailed in Appendix A are summarized in Figure 1.
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Figure 1: Inflation Adjusted Water CIP

Capital projects are funded by the following four sources:

 Rate revenues and accumulated reserves
 Debt
 SDFs
 Grants

A 2016 debt issue is projected to fund the following capital projects:

 Harrington Ditch improvements
 Disinfection compliance monitoring improvements
 Back-up power at plant, galleries

Annual debt service is projected using assumptions regarding the term, interest rate, debt service
requirement, and issuance expenses which are summarized in Appendix A.

RFC recommends annual updates be completed for the water utility multi-year financial plan to
recognize changes in growth, water sales, operating expenses, debt and debt service, capital
improvement needs and capital funding requirements.

Operating Fund
The operating fund forecasts the revenues and rate revenue requirements of the water fund over
the study period. The operating fund receives revenues funding costs as well as transfers to other
water funds discussed in this report.



15

Reserves and Cash Balance

The operating fund includes a 2015 starting balance of $485,000. Ending reserves are targeted at
25% or 90 days of O&M. RFC recommends that the City exceed this minimum level of operating
reserves. Figure 2 summarizes water fund debt service coverage from 2015 to 2020. The target of
1.50 times annual debt service is exceeded in all years.

Figure 2: Water Fund Debt Service Coverage

Figure 3 summarizes the operating fund balance and minimum operating reserve for the same
period.

Figure 3: Operating Fund Balances and Minimum Operating Reserve
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Revenues

Revenues for the water utility operating fund are derived from water sales, interest income and
other miscellaneous revenues. Revenues from water sales are projected to increase based on annual
growth rate of accounts ranging from 1.1% to 1.3% over the study period as previously discussed.
Water sales revenues include monthly service charges that vary by meter size, commercial demand
charges, line maintenance charges, and volume rates that vary by water use tier and customer
classification.

Miscellaneous operating revenue are projected to increase 3% per year and include miscellaneous
customer charges (e.g., turn on / turn off fees). A utility may pursue one of several strategies when
recovering miscellaneous revenues. The utility may pursue comprehensive cost recovery for an
activity fully recovering the cost of the service provided through the fee, it may choose to subsidize
an activity that has some aspect of being a public good, or it may choose an alternative policy,
such as adjusting existing fees for inflation without a comprehensive cost recovery analysis. This
financial plan adjusts fees for inflation. Note that miscellaneous revenues represent a small fraction
of the utility’s revenues.

Interest income is projected based on a budgeted amount of $5,000 anticipated annually.

Revenue Requirements

Operating fund revenue requirements include operation and maintenance (O&M), debt service,
and transfers to water capital fund.

O&M is organized into three divisions and includes personnel, supplies, services and materials to
treat and distribute potable water annually based on the proposed City budget. The three divisions
are Administration, Infrastructure, and Water Treatment. These costs are funded by water sales
revenues. O&M is projected to increase from $0.86 million in 2015 to $1.05 million in 2020.
Additional O&M expenses are estimated in 2016 associated with two additional FTEs in Streets
Infrastructure. The projected O&M by division and component are based on the proposed 2016
budget, adjusted annually for inflation summarized in Appendix A.

Annual debt service is based on the outstanding debt and a projected water fund debt issue.  Annual
debt service ranges from $462,000 in 2016 to a low of $297,000 in 2017 over a 2016 to 2020
period.

Other cash inflows and outflows are comprised of a variety of sources and uses.

Debt

Debt is projected to be issued in a manner such that the debt is “bundled” together to pay for
projects across a three-year period. The total debt proceeds include debt service reserve equal to
one annual debt service payment and issuance costs of 2% with the remaining funds as the net
proceeds funding the capital projects. By bundling debt the City reduces issuance costs through
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multiple debt issues. As debt is bundled for funding capital projects over three years, unspent bond
proceeds are anticipated until the projects are completed in 2018.

Grants

The City has been successful in pursuing grants to help pay for capital projects in the past,
including for recent upgrades to the water plant to be completed in 2015. It is anticipated that the
City will be awarded a grant to pay for roughly half of planned disinfection compliance monitoring
improvements in 2016.

Transfers to/from Sewer

A transfer of $550,000 is made from the sewer operating fund to the water fund in 2015 to maintain
water cash reserves, and this transfer is paid back to the sewer fund over five years, starting in
2018.

Transfer from SDF Fund

Total capital improvements are funded in part by annual SDF revenues through a transfer from the
SDF fund to the Operating fund that range from $307,000 in 2015 to $390,000 in 2020.

Water SDF Fund
The Water SDF fund forecasts the annual sources and uses of the water SDF fund over the study
period. The SDF fund transfers funds to the operating fund annually basis, but does not maintain
a separate fund balance.

Sources and Uses

Sources include SDF revenues, water meter sales, and transfers from the operating fund equal to
annual requirements. Uses are directed to executing the City’s Capital Improvement Plan.

Reserves and Cash Balance

The Water SDF fund includes a 2015 starting balance of $0, and this fund does not have a
minimum reserve target. As previously discussed, RFC recommends that the City establish a
Capital Project Reserve equal to 50% of the average annual CIP over a five-year period.

Revenue Projections

Projected Water SDF revenues are based on the proposed 2016 fees which are inflated annually
for 2017 through 2025 revenues are projected using a 2% annual inflation rate. Revenue
projections are also based on an assumed sale of 35 taps per year within the study period. Water
SDF revenue is expected to range from $348,000 to $377,000 per year across that time period.
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WATER COST OF SERVICE

Equitable water rates should fairly recover cost of service from each customer class. Determination
of cost of service takes into account volume of water used, peak rates of demand, number of
customers, fire protection requirements, and other relevant factors.

The cost of service analysis was conducted for a 2016 test year. Appendix C includes tables that
show the water cost of service analysis.

The 2016 cost of service (revenue requirements) totals approximately $1.7 million and includes
O&M, debt service, transfers to capital funds and cash funded capital costs. These costs net of new
debt issues are met from water sales revenue generated from water user charges and rates,
miscellaneous revenue sources summarized in Table 10.

Table 10: Water 2016 Cost of Service

Line Revenue
No. Description Requirement

Revenue Requirements
1 Operating & Maintenance Expense $929,200
2 Debt Service 462,036
3 Capital Projects - Operating Fund 282,449

___________

4 Total Revenue Requirements 1,673,685

Revenue Requirement Adjustments
5 Water Leases 0
6 Miscellaneous Revenue (20,000)
7 Operating Fund Transfer to Capital Fund 0
8 Capital Fund Transfer to Operating Fund 0
9 Interest Income (5,000)

10 Operating Reserve Increase (Decrease) After Transfers 9,399
___________

11 Total Adjustments (15,601)

12 Total Cost of Service $1,658,084

Revenue Requirements

The total 2016 revenue requirements consist of $1.7 million of operating expenses, debt service,
and capital costs. These costs are decreased in total by $16,000 in other miscellaneous revenue
sources and uses (e.g., miscellaneous system revenue and projected debt) and change in the cash
balance of the operations fund.
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Cost of Service Analysis
An initial step in the cost of service analysis allocates revenue requirements to the functional cost
components. The second step allocates functional costs among water system component using the
base-extra capacity demand method. These cost components include base, extra capacity, and
customer related cost components. Base costs vary directly with the quantity of water used under
average day load conditions. Extra capacity costs represent those costs incurred to meet peak
demands for water in excess of average day usage. Extra capacity costs are subdivided into costs
associated with maximum day and maximum hour demands. Customer costs vary in proportion to
the number of customers and the number and size of meters. Customer costs are subdivided into
meter, billing and customer services, small distribution mains, and fire protection.

The water utility is comprised of various facilities, each designed and operated to fulfill a given
function. In order to provide adequate service to its customers at all times, the utility must be
capable of providing total water demanded as well as water at peak rates of demand.

Since all customers do not exert their maximum demand for water at the same time, capacities of
water facilities are designed to meet coincidental demands of all classes of customers. For every
facility on the system, there is an underlying average demand or uniform rate of usage exerted
coincidentally by customers for which the base cost component applies.

Comparison of historical system coincidental maximum day and maximum hour demands to
average day demands results in appropriate ratios for allocation of capital costs and operating costs
to base and extra capacity cost components. In the absence of monthly billing data, quarterly billing
data was used to the extent possible, which likely underestimates the magnitude of peaking factors.
Nonetheless, maximum day demands are estimated to be about 2.14 times greater than average
day demands in the City’s system. This indicates that approximately 47 percent of the capacity of
facilities designed and operated for maximum day demand is needed for average or base use.
Accordingly, the remaining 53 percent is for maximum day extra capacity requirements.

Since maximum hour water usage also utilizes facilities designed and operated for average day
and maximum day demands, costs associated with meeting maximum hour demand are allocated
to base, maximum day extra capacity, and maximum hour extra capacity. A ratio of maximum
hour to average day water use of 3.21 is based on maximum hour design estimations. This ratio
indicates that approximately 31 percent of the capacity of facilities designed and operated for
maximum hour demand is needed for average or base use, approximately 36 percent is required to
meet maximum day extra capacity demand, and the remaining 33 percent is for maximum hour
extra capacity demand.

Cost of service is allocated to functional cost components according to the design or function of
each facility or activity. The allocation of system assets to functional cost components provides
the basis for allocating annual capital costs.
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The allocation of O&M is similar to the allocation of capital costs. O&M is allocated to functional
cost components according to budgeted designation of operating expenses and how it is associated
with operating the water system and the design or function of the facility related to cost categories.
For example, water treatment costs are allocated among base and maximum cost components the
facilities are designed to meet the maximum day treated water demands. Alternatively, water
transmission and distribution system costs are allocated among base, maximum day, maximum
hour and the customer distribution system cost components. The transmission or portion of the
system related to pipelines with 10-inch and greater diameter are allocated among the volume
related base-extra capacity components. The 8-inch and smaller distribution system costs are
allocated to meter and service component of the customer cost category.

Allocation to Customer Classes

The separation of costs into functional components provides a means for distributing such costs to
various classes of customers based on their respective responsibilities for each particular type of
service. Current customer classes include residential, residential with ADU, multifamily, and
commercial water accounts as previously discussed. These classifications are reasonable and are
retained in this study. These classes group together customers with similar service characteristics
and provide a means for allocating costs to customers.

Service requirements are based on class average day, maximum day and maximum hour demands,
and metering and billing requirements.

The base cost responsibility of each customer class is related to the quantity of water used by each
class under average day load conditions. Average day quantities are based on a detailed analysis
of the City’s water billing records.

The responsibility for extra capacity costs varies with extra capacity requirements for maximum
day and maximum hour demands of each class. Average day usage and capacity factors,
representing the estimated relationship between individual class maximum demand and average
day usage, are used to develop extra capacity requirements for maximum day and maximum hour
demands. The estimated capacity factors are based on an analysis of each class’ monthly usage
characteristics summarized in Appendix C.

Fire protection costs are either direct or demand related. Direct costs are related to maintenance of
fire hydrants. Demand related costs represent the portion of extra capacity costs related to meeting
potential fire demands. System fire flow requirements of 3,500 gallons per minute for three hours
are estimated for the City. Maximum fire flow estimates are consistent with industry-based
standards for Fire Protection.

Class cost of service is the product of unit costs of service times the class service requirements.
Unit costs are the quotient of functionalized cost of service divided by the applicable units of
service and provide the foundation for rate design.
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Fire protection costs are reallocated to non-fire protection classes since a separate public fire
charge does not exist. This reallocation recognizes potential fire suppression capacity included in
the water system.

Comparison of class cost of service with class revenue under existing rates shows the adjustment
needed in class revenue to meet cost of service is summarized in Table 11.

Table 11: 2016 Water Class Cost of Service and Revenue Comparison

Revenue Indicated
Line Cost of Under Revenue
No. Customer Class Service Existing Rates Increase

Inside City
1 Residential $1,016,269 $923,529 10.0%
2 Residential w/ ADU 38,934 46,711 -16.6%
3 Multifamily 52,649 85,526 -38.4%
4 Commercial 550,232 523,360 5.1%
5 Total System $1,658,084 $1,579,127 5.0%
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WATER RATE DESIGN

In the development of schedules of water rates, a basic consideration is to establish equitable
charges to customers commensurate with the cost of providing service. The only method of
assessing entirely equitable water rates would be the determination of each customer’s bill based
upon their particular service requirements. Since this is impractical, schedules of rates are normally
designed to meet average conditions for groups (classes) of customers having similar service
requirements. Rates should be reasonably simple in application and subject to as few
misinterpretations as possible. Appendix D includes tables that show the development of the
proposed water rates. RFC developed rates for each year of the two-year study period, assuming a
January 1st effective date. The developed rates assume consumption per account in 2016 and 2017
are equal to the average consumption per account in 2013 and 2014. The consumption in 2013 and
2014 occurred with quarterly billing, and the switch to monthly billing in 2015 may alter
consumption patterns.

A small minority of customers are outside-City customers. How a utility chooses to recover costs
from outside-City customers is a policy decision. A utility may perform a comprehensive cost
analysis to determine the amount to recover based on infrastructure that outside-City customers
use following industry-accepted approaches. A utility may apply a multiplier to inside City rates
to recover the additional costs and financial risks that outside-City customers represent. Finally, a
utility may choose to treat outside-City customers the same as inside City customers, which is the
policy the City has chosen to pursue and which this study continues.

Current Rates
Current rates have been in effect since January 1, 2015. Monthly base charges vary by meter size
and are applicable to all customers. Volume rates vary by customer class and include a two-tier
increasing rate structure for all customer classes. Residential customers pay a line maintenance
charge in addition to their monthly base charges, but their monthly base charge includes a 2,000
gallon volume allowance. Commercial customers pay a monthly demand charge based on how
much water they consumed the previous year but do not receive a volume allowance within the
minimum charge.

Proposed Rates
Revenue requirements and cost of service allocations described in previous sections of this report
provide the basis for designing water rates. Revenue requirements show the need for adjustments
and the level of revenue required. Cost of service allocations lead to unit costs of service, which
are used in the rate design process as a basis for determining whether proposed rates will
reasonably recover cost of service from customer classes as well as provide the total level of
revenue required.

RFC developed two alternative rate structures. Alternative 1 is an across-the-board increase to the
existing rate structure. Alternative 2 presents cost of service rates for the 2016 test year that
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proportionately recover class cost of service from each customer. Alternative 2 eliminates the
residential line maintenance and commercial demand charges and provides a 2,000 gallon volume
allowance to commercial customers. In Alternative 2, the beginning of the Tier II volume rates are
reduced from 13,333 gallons to 13,000 gallons for simplicity. Tables 12 and 13 summarize existing
and proposed 2016 through 2017 monthly service charges and volume rates.

Table 12: Proposed Water Monthly Service Charge

Description Current
1/1/2016 1/1/2017 1/1/2016 1/1/2017

Residential Service & Water Maintenance Charge
3/4" and Less $23.91 $25.11 $26.37 $18.44 $19.36

1" 29.76 31.25 32.81 20.53 21.56
1 1/2" 41.66 43.74 45.93 38.58 40.51

2" 53.37 56.04 58.84 62.17 65.28
3" 70.81 74.35 78.07 134.65 141.38
4" 94.42 99.14 104.10 221.57 232.65

Residential w/ ADU and Multifamily
Per Account 35.87 37.67 39.55 27.66 29.04
MF Per DU 23.91 25.11 26.37 18.44 19.36

Commercial Service Charge
3/4" and Less $17.75 $18.64 $19.57 $18.44 $19.36

1" 23.60 24.78 26.02 20.53 21.56
1 1/2" 35.50 37.28 39.14 38.58 40.51

2" 47.21 49.57 52.05 62.17 65.28
3" 70.81 74.35 78.07 134.65 141.38
4" 94.42 99.14 104.10 221.57 232.65

Commercial Demand Charge
Up to 100,000 6.16 6.47 6.79 0.00 0.00

101,000 to 500,000 18.48 19.40 20.37 0.00 0.00
501,000 to 1,000,000 46.20 48.51 50.94 0.00 0.00

Over 1,000,000 61.60 64.68 67.91 0.00 0.00

Alternative 1 Alternative 2
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Table 13: Proposed Water Volume Charges

Description Current
1/1/2016 1/1/2017 1/1/2016 1/1/2017

Residential Volume Rate per 1,000 Gallons
0 to 2,000 gallons $0.00 $0.00 $0.00 $0.00 $0.00

2,000 - 13,333 (13,000) gallons 1.63 1.72 1.81 2.65 2.78
Over 13,333 (13,000) gallons 2.17 2.28 2.39 3.53 3.70

Commercial Volume Rate per 1,000 Gallons
0 to 2,000 gallons 1.63 1.72 1.81 0.00 0.00

2,000 - 13,333 (13,000) gallons 1.63 1.72 1.81 2.33 2.45
Over 13,333 (13,000) gallons 2.17 2.28 2.39 3.10 3.26

Alternative 1 Alternative 2
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Alternative 1

The proposed Alternative 1 water rates are based on the existing rate structure. The rates in
Alternative 1 represent across-the-board increases to existing rates. All rates and fees across all
customer classes are increased by an equal percentage. No adjustments are made to reflect class
cost of service recovery.

Alternative 2

The proposed Alternative 2 water rates maintain the existing customer classes, eliminates the
residential line maintenance charge and commercial demand charge, and includes a 2,000 gallon
volume allowance for commercial customers. This alternative also lowers the transition from Tier
I to Tier II volume rates for all classes from 13,333 gallons to 13,000 gallons. This change was a
requested simplification from the City. This alternative was designed to recover the class cost of
service, such that no customer class is subsidizing another class.

Appendix D summarizes historical billing data analysis used to project water sales by usage tier
for each customer class and meter size.

Monthly service charges recover costs related to utility billing, meters, and small distribution
mains. Volume rates are applicable to all water usage and are designed to recover volume-related
costs.

Typical Monthly Water Bills
In order to demonstrate the impact of proposed rate increases on City water customers, RFC has
run a bill impact analysis. Under Alternative 1, a typical residential customer (5/8-inch by 3/4-inch
meter) that uses 9,000 gallons per month, will see their monthly bill increase $1.83 from $35.32
to $37.15. Under Alternative 2, the same customer using 9,000 gallons will see their bill increase
$1.67 from $35.32 to $36.99. The percentage increases under each scenario amount to 5.2% and
4.7%, respectively.

The same analysis was performed for commercial customers. Under Alternative 1, a commercial
customer with a ¾-inch meter that uses 15,000 gallons per month will see their monthly bill
increase $3.20 from $61.58 to $64.78. At 15,000 gallons per month, the customer pays a demand
charge based on 180,000 gallons per year of billed usage under the current rates and Alternative
1. Under Alternative 2, the same customer using 15,000 gallons will see their bill decrease $11.31
from $61.58 to $50.27. The percentage changes under each scenario amount to 5.2% and -18.4%,
respectively.
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WASTEWATER FUND FINANCIAL PLAN

RFC developed a financial plan for the eleven-year study period of 2015 through 2025 that is
presented in Appendix E. The first six years of the financial plan are summarized in Table 14. RFC
separated the total wastewater fund into operating and SDF funds.

Table 14: Wastewater Key Results and Drivers

(1) Assumes residential customer, ¾-inch meter and 4,000 gallons of monthly volume.
(2) Cash reserve target of at least 17%.
(3) Target of 1.50 times annual debt service for rate setting purposes.

The operating fund utilizes rate revenue to fund O&M activities, staff salaries, billing and
administration. Capital spending may be funded through SDF revenues, grants, debt issuances,
and finally by rate revenues. Prudent utility financial planning requires that annual expenses are
funded, sufficient reserves are maintained at a minimum of 17% or 60 days of O&M, and debt
service coverage requirements are exceeded. This financial plan is designed to provide revenue
adequate to exceed reserve targets and debt service coverage targets of 1.50 times annual debt
service.

Cash Flow Analysis
Projected wastewater sales revenue under existing rates is insufficient to meet revenue
requirements while maintaining reserve balances. The City’s wastewater fund is currently in a
reasonable financial position and future cash-funded capital expenditures are anticipated to be cash
funded. The drivers for the wastewater revenue increases, 9%, 8% and 8% for the next three fiscal
years, include the need to exceed minimum cash balances and exceed debt service coverage target
of 1.50 times annual debt service including proposed SDF’s. RFC recommends annual revenue
adjustments summarized with the first adjustment effective January 1, 2016.
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Capital Funding

Capital project funding is a driver for many utilities as renewal and replacement, regulations,
service levels, and capacity needs must be met in order to provide wastewater service. Projected
capital projects detailed in Appendix E are summarized in Figure 4.

Figure 4: Inflation Adjusted CIP

Capital projects are funded by the following four sources:

 Rate revenues and accumulated reserves
 SDFs
 Grants

There are no projected debt issuances recommended to meet planned capital spending. RFC
recommends that annual updates be completed for the wastewater utility multi-year financial plan
to recognize changes in growth, wastewater sales, operating expenses, debt and debt service,
capital improvement needs and capital funding requirements.

Operating Fund
The operating fund forecasts the revenues and revenue requirements of the wastewater fund over
the study period. The operating fund receives and transfers revenues to the wastewater capital
fund.
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Reserves and Cash Balance

The operating fund includes a 2015 starting balance of $1.9 million. Ending reserves are targeted
at 17% or 60 days of O&M. RFC recommends that the City exceed this minimum level of operating
reserve.

Figure 5 summarizes wastewater fund debt service coverage from 2015 to 2020.  The target of
1.50 times annual debt service is not exceeded until 2017 and then exceed in subsequent years.

Figure 5: Wastewater Fund Debt Service Coverage

Figure 6 summarizes the operating fund balance and minimum operating reserve for the same
period.

Figure 6: Operating Fund Balances and Minimum Operating Reserve
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Revenues

Revenues for the wastewater utility operating fund are derived from wastewater sales, interest
income and other miscellaneous revenues. Revenues from wastewater sales are projected to
increase based on annual growth rate ranging from 1.1% to 1.3% over the study period. Wastewater
sales revenues include monthly charge per bill and uniform volume rates that vary by customer
class and assessed based on residential customer’s average winter consumption.

Miscellaneous operating revenue are projected to increase 3% per year and include miscellaneous
customer charges (e.g., lab analysis fees). Miscellaneous revenues also include revenues from
septage haulers that are projected to be $80,000 in 2016 and to increase at the same rate as revenue
increases in following years.

Interest income is projected based on a constant $7,000 anticipated annually.

Revenue Requirements

Operating fund revenue requirements include O&M, debt service, and transfers to the capital fund.

O&M is organized into three divisions and includes personnel, supplies, services and materials to
collect, treat and dispose of wastewater effluent and is based on the adopted City budget. The three
divisions are Administration, Infrastructure, and Wastewater Treatment. These costs are funded
by wastewater sales revenues. O&M is projected to increase from $0.9 million in 2015 to $1.0
million in 2020 due to annual compounded inflation. The projected O&M by department and
component are based on the proposed 2016 budget, adjusted annually for inflation and summarized
in Appendix E.

Annual debt service is $480,000 per year from 2016 through the end of the study based on prior
debt issues. Without further planned debt issues, debt service is expected to be held constant. The
specifics of the debt are detailed in Appendix E.

Other cash inflows and outflows are comprised of a variety of sources and uses.

Debt

No additional debt is projected in the wastewater fund, but may be issued to fund future capital
project improvements as the City updates the annual financial plan in the coming years.

Grants

The City has been successful in pursuing grants to help pay for capital projects in the past,
including $430,000 in 2015. RFC recommends that the City continue to apply for grants to fund
eligible capital projects in order to minimize future rate increases.
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Transfer to/from Sewer

A transfer of $550,000 is made from the sewer operating fund to the water fund in 2015 to maintain
water cash reserves, and this transfer is paid back to the sewer fund over five years, starting in
2018.

Transfer from SDF Fund

Capital improvements are funded within the operating fund and annual transfers are made from
the SDF fund equal to the annual sources summarized in Appendix E.

Wastewater SDF Fund
The wastewater SDF fund forecasts the annual sources and uses of the wastewater fund over the
study period. The wastewater SDF fund receives transfers from the operating fund and funds
capital improvement projects on an annual basis, but does not maintain a separate fund balance.

Source and Uses

Sources include wastewater SDF revenues. Uses are directed to executing the City’s Capital
Improvement Plan. The fund does not maintain a cash balance.

Revenue Projections

Projected Wastewater SDF revenues are based on the current fees which are inflated annually for
2017 through 2025 are projected using a 2% annual inflation rate. Revenue projections are also
based on an assumed sale of 40 taps per year within the study period. Wastewater SDF revenue is
expected to range from $209,000 to $254,000 per year across that time period.
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WASTEWATER COST OF SERVICE

Equitable wastewater rates fairly recover cost of service from each customer class. Determination
of cost of service takes into account volume of wastewater received, discharge strength
characteristics, number of customers, and other relevant factors.

Test Year
The cost of service analysis is conducted for the 2016 test year. Appendix G includes tables that
show the wastewater cost of service analysis.

Test year cost of service (revenue requirements) totals approximately $1.3 million and includes
O&M, debt service, transfers to capital funds and cash funded capital costs. These costs are met
from wastewater sales revenue generated from wastewater rates and miscellaneous revenue
sources summarized in Table 15.

Table 15: Wastewater - Total Cost of Service

Line Revenue
RequirementsNo. Description

Revenue Requirements
1 Operation & Maintenance Expense $919,300
2 Debt Service 480,405
3 Capital Projects - Operating Fund 523,740
4 Total Revenue Requirements 1,923,445

Revenue Requirement Adjustments
5 Miscellaneous Revenue (135,000)
6 Operating Fund Transfer to Capital Fund 0
7 Capital Fund Transfer to Operating Fund 0
8 Interest Income (7,000)
9 Septage Receiving 0

10 Operating Reserve Increase (Decrease) After Transfers (498,534)
11 Total Adjustments (640,534)

12 Total Cost of Service $1,282,911

Revenue Requirements
The total 2016 revenue requirements consist of $1.9 million of operating expenses, debt service,
and capital costs. These costs are decreased in total by $640,000 in other miscellaneous revenue
sources and sources and uses (e.g., miscellaneous system revenue and projected debt) and change
in the cash balance of the operations fund.
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Cost of Service Analysis
An initial step in the cost of service analysis allocates revenue requirements to the functional cost
components. The second step allocates the functional costs among service characteristics. For
example, wastewater treatment expenses are separated into volume, BOD, and TSS. Collection
system expense is allocated to volume and customer costs (based on the proportion of interceptors
and local collection lines) regardless of wastewater flow, which provides a stable revenue source
funding line replacement and maintenance costs. Interceptors, or the system component that
conveys wastewater effluent to the WWTP, are allocated based on the volume of wastewater flows.

There are three basic wastewater flow based components: volume, strength, and customer. Volume
costs vary with the quantity of wastewater contributed. Strength costs vary with the strength of
wastewater contributed. Customer costs vary in proportion to the number of bills.

Administration and general expenses are identified with system facilities or activities to the extent
possible to simplify the allocation process. Those expenses that are not specifically assigned are
allocated in proportion to all other operating expenses.

Capital costs are allocated to functional cost components according to the design or function of
each facility or activity. The allocation of system assets to functional cost components provides
the basis for allocating annual capital costs.

The allocation of O&M is similar to the allocation of capital costs. O&M is allocated to functional
cost components according to budgeted designation of operating expenses associated with
operating the wastewater system and the design or function of the facility related to cost categories.
For example, wastewater treatment costs are allocated between volume, BOD, and TSS cost
components. The interceptor system (pipes with 10-inch and greater diameter) are allocated to the
volume related cost component. The 8-inch and smaller local collection system costs are allocated
to the customer cost category.

Net cost of service equals total cost of service less adjustments for miscellaneous revenue sources
and other sources as previously discussed and summarized in Appendix E.

Service requirements for each class are based on contributed wastewater volume and biological
oxygen demand (BOD) and total suspended solids (TSS) strengths, and number of bills.

Wastewater volume consists of two elements: contributed sanitary flow and infiltration/inflow (I/I)
from storm event water runoff, snow melting and/or ground water that seeps into the wastewater
collection and interceptor system. Contributed wastewater flow is that portion of the annual water
use that enters the sanitary wastewater system. Estimates of the contributed wastewater volume
for residential customer classes are based on annualized average winter period water use from
January through March, thereby excluding non-wastewater water uses such as lawn sprinkling.
Commercial customers and customers in Poncha Springs are billed based on year-round metered
water usage. RFC estimated annualized winter water use for residential customers and metered
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usage for commercial and Poncha Springs customers. Customer data is summarized in Appendix
E.

I/I represents approximately 7% of the total wastewater flow reaching the City’s wastewater
treatment plant. Each customer class should bear its proportionate share of the costs associated
with I/I, as the wastewater system must be adequate to convey and process the total wastewater
flow. For these customers, RFC estimates that 50% of I/I is based on the number of customers or
size of the system and 50% is based on contributed volume. The results of the incorporation of
annualized winter water use and volume and customer-related I/I are detailed in Appendix E.

RFC estimates that the City will contribute 263 million gallons of sewer volume, generate 550,000
pounds of biochemical oxygen demand (BOD) and 720,000 pounds of total suspended solids
(TSS) in 2016 based on 2014 historical loadings adjusted for customer and discharge growth.

The City also incurs customer costs related to local wastewater collectors as meter replacement
and billing costs are recovered fully within the water fund. Local wastewater collector costs are
allocated based on the number of bills.

Allocation to Customer Classes

The separation of costs into functional components provides a means for distributing such costs to
various classes of customers based on their respective responsibilities for each particular type of
service. Current customer classes include residential, residential with ADU, residential
multifamily, commercial, Poncha Springs residential, Poncha Springs commercial, sewer only,
and sewer only vacant accounts. These classes group together customers with similar service
characteristics and provide a means for allocating costs to customers.

Service requirements are based on class wastewater volume contributed, estimated BOD and TSS
concentrations, customer cost per bill and effluent delivery cost per kgal of treated effluent sales.

Class cost of service is the product of unit costs of service times the customer class service
requirements. Unit costs are the quotient of functionalized cost of service divided by the applicable
units of service and provide the foundation for rate design.

Comparison of class cost of service with class revenue under existing rates shows the adjustment
needed in class revenue to meet cost of service.

Unit cost of service forms the basis for rate design and is the quotient of net cost of service divided
by the applicable units of service. The unit cost of service based on the proportional demands of
all customers.

The summary of the cost of service for each customer classification is compared to the projected
2016 revenues generated from the same customers, adjusted for growth, without a revenue
adjustment. Overall as summarized in Table 16, the system increases required by 2016 totals
approximately 9%. The difference between the cost of service customer costs and the revenue
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generated from the current rates provides the necessary adjustment to user charges to achieve cost
of service results by 2016 discussed in the next section.

Table 16: 2016 Class Cost of Service and Revenue Comparison

2016 Test Year 2016 Indicated
Line Cost of Revenue at Revenue
No. Customer Class Service Existing Rates Increase

1 Residential (1) $532,418 $598,428 -11.03%
2 Residential w/ ADU 21,466 29,152 -26.37%
3 Multifamily 31,834 58,246 -45.35%
4 Commercial (1) 556,414 390,790 42.38%
5 Sewer Only 136,288 87,631 55.52%
6 Sewer Only - Vacant 4,494 12,735 -64.71%

7 Total System $1,282,914 $1,176,983 9.00%

(1)  Includes Poncha Springs customers
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WASTEWATER RATE DESIGN

In the development of schedules of wastewater rates, a basic consideration is to establish equitable
charges to customers commensurate with the cost of providing service. The only method of
assessing entirely equitable wastewater rates would be the determination of each customer’s bill
based upon their particular service requirements including individually measured discharges.
Since this is impractical, schedules of rates are normally designed to meet average conditions for
groups (classes) of customers having similar service requirements. Appendix F includes tables that
show the development of the proposed wastewater rates. RFC developed rates for the three-year
study period and January 1st effective date.

Current Rates
Current rates have been in effect since January 1, 2015. A separate base charge and volume rates
are assessed monthly to residential and commercial customers. Residential customers have a 2,000
gallon volume allowance included in their base charge. Residential customers are billed based on
average winter consumption, which is the annual average consumption from January through
March. Commercial customers are billed based on actual monthly water meter readings and do not
receive a minimum monthly water allocation.

Proposed Rates
Revenue requirements and cost of service allocations described in previous sections of this report
provide the basis for designing wastewater rates. Revenue requirements show the need for
adjustments and the level of revenue required. Cost of service allocations lead to unit costs of
service, which are used in the rate design process as a basis for determining whether proposed rates
will reasonably recover cost of service from customer classes as well as provide the total level of
revenue required.

RFC developed two alternative wastewater rates. Alternative 1 is an across-the-board increase to
the existing rate structure. Alternative 2 presents cost of service rates for the 2016 test year that
proportionately recover class cost of service from each customer class. Tables 17 and 18
summarize current and proposed 2016 through 2017 monthly service charges and volume rates.
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Table 17: Proposed Wastewater Monthly Service Charge

Table 18: Proposed Wastewater Volume Charge

Description Current
1/1/2016 1/1/2017 1/1/2016 1/1/2017

Residential Service Charge
3/4" and Less $18.59 $20.26 $21.88 $14.21 $15.35

1" 26.87 29.29 31.63 21.21 22.91
1 1/2" 40.10 43.71 47.21 38.52 41.60

2" 60.16 65.57 70.82 59.39 64.14
3" 76.20 83.06 89.70 125.52 135.56
4" 94.24 102.72 110.94 212.33 229.32

Residential w/ ADU and Multifamily
Per Account 32.17 30.39 32.82 21.32 23.02
MF Per DU 18.59 20.26 21.88 14.21 15.35

Commercial Service Charge
3/4" and Less $19.25 $20.98 22.66 $14.21 15.35

1" 26.87 29.29 31.63 21.21 22.91
1 1/2" 40.10 43.71 47.21 38.52 41.60

2" 60.16 65.57 70.82 59.39 64.14
3" 76.20 83.06 89.70 125.52 135.56
4" 94.24 102.72 110.94 212.33 229.32

Sewer Only
Sewer Only 32.17 35.07 37.88 44.92 48.51

Sewer Only - Vacant 16.08 17.53 18.93 22.46 24.26

Alternative 1 Alternative 2

Description Current
1/1/2016 1/1/2017 1/1/2016 1/1/2017

Residential Volume Rate per 1,000 Gallons
0 to 2,000 gallons $0.00 $0.00 $0.00 $0.00 $0.00
Over 2,000 gallons 1.23 1.34 1.45 1.90 2.05

Commercial Volume Rate per 1,000 Gallons
0 to 2,000 gallons 2.27 2.47 2.67 0.00 0.00
Over 2,000 gallons 2.27 2.47 2.67 3.99 4.31

Septage Haulers 90.00 98.10 105.95 98.10 105.95

Alternative 1 Alternative 2
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Appendix E summarizes historical billing data analysis used to project wastewater sales by usage
tier for each customer class and meter size.

The proposed Alternative 2 differs slightly from the structure of the existing rates. Under the
existing rate structure, commercial users do not receive a volume allowance, and under Alternative
2 they are given a 2,000 gallon volume allowance just as residential customers have.

Typical Monthly Wastewater Bills
In order to demonstrate the impact of the proposed rate increases on City wastewater customers,
RFC has run a bill impact analysis. Under Alternative 1, a typical residential customer that uses
4,000 gallons per month will see their monthly bill increase $1.89 from $21.05 to $22.94. This
increase represents a percentage increase of 9.0% to the customer’s bill. A commercial customer
with a ¾-inch meter using 15,000 gallons per month will see their monthly bill increase $4.79 from
$53.30 to $58.09, representing a 9.0% increase.

Under Alternative 2, a typical residential customer that uses 4,000 gallons per month, will see their
monthly bill decrease $3.03 from $21.05 to $18.02. This is a decrease of 14.4% to the customer’s
bill. A commercial customer with a ¾-inch meter using 15,000 gallons per month will see their
monthly bill increase $12.79 from $53.30 to $66.09, representing a 24.0% increase.
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SYSTEM DEVELOPMENT FEE ANALYSIS

SDFs are one-time fees assessed to new development to recover their proportional cost of water
and wastewater backbone infrastructure.

The existing water SDFs were last modified in 2011 and have the following fee structure:

 Residential water SDFs are a fee per account.  Residential ADU are assessed 50% of the
per account residential fee.

 Commercial and multi-family water SDFs vary by meter size

The City also assesses a separate high zone water SDF surcharge in a portion of the water service
area associated with a water storage tank and related facilities.

RFC calculated water and wastewater SDFs for 2016 using the equity buy-in method and
maintaining the same structure as existing SDFs.  This method allows new connectors to pay for
their proportionate share of water and wastewater system capacity and was used to develop the
existing SDFs. Water and wastewater SDF calculations and supporting worksheets are detailed in
Appendix B and F, respectively.

Proposed water and wastewater SDFs reflect the following four steps:

1. Update net facility value.
2. Calculate equivalent single family residential customers.
3. Calculate fee per equivalent single family residential customers.
4. Develop proposed fee schedule by customer type and meter size.

Net Facility Value
RFC identified the value of current and planned facilities providing service to new development;
separately evaluating water and wastewater SDFs.  The proposed fees are based on the projected
value of the facilities in 2015.  In updating the proposed fees, RFC used the Equity Buy-In
approach to calculate the cost per equivalent single family residential connection.  Under the
Equity Buy-In approach, the calculated fees represent the quotient of the system value divided by
the equivalent single family residential customers.   The 2015 CIP was also incorporated using the
projected capital costs.

RFC estimated the current value or replacement cost of current and 2015 water and wastewater
facilities anticipated to provide service to new development per equivalent single family residential
connection. The high zone water storage tank and related facilities are included in the replacement
cost of system assets as these facilities provide a system-wide benefit to customers outside of the
surcharge area where the fees are currently assessed. The replacement cost of existing facilities is
estimated based on the original cost, year in service of facilities indexed to the Engineering News
Record Construction Cost Index (ENR-CCI). The ENR-CCI is a cost index that tracks the relative
historical cost of construction materials in current dollars and is updated quarterly.
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The City’s water rights portfolio of 1,133 acre-feet was valued using a market value of $3,500 per
acre-foot provided by the City based on a recent water rights purchase.

Projected capital improvements facility type are also included in the projected 2015 net system
value.  The replacement value of facilities is reduced for the portion of the City’s water distribution
and wastewater collection system associated with small diameter water mains and wastewater
collection lines as these facilities are dedicated and constructed by developers in addition to the
SDFs assessed for other back bone facilities.  A second reduction reduces the system value for
existing and projected debt principal outstanding in 2016. A final adjustment was made to reduce
the net facility value for grant funded facilities since existing customers did not contribute to that
portion of the system equity.

Equivalent Residential Connections
The second component is to project the equivalent single family residential connections in 2016.

The number of equivalent single family residential 3/4-inch water meters current and projected
customer accounts by meter size anticipated to be on-line in at the start of 2016.  The AWWA
meter capacity ratio recognizes increased water capacity of increasing water meter sizes was used
to calculate equivalent meter capacity.

Calculated Fee per Equivalent Meter
The result is the net system facilities value summarized in Table 19 and also detailed in Appendix
B.
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Table 19: Water System Development Fee Per Equivalent Meter

Water and Wastewater System Development Fees
Table 20 summarizes proposed 2016 water SDFs that reflect the increase to the system-wide fee
while maintaining the current SDF assessment schedule. RFC proposes that the City eliminate the
separate high zone tank water SDF surcharge currently in place as the facilities provide a system-
wide benefit and are included in the proposed water SDF. The proposed commercial water SDFs
reflect the AWWA meter capacity ratio and changes to the fees by meter size, starting with the 2-
inch meters reflect resetting the fees.   The City has very few current customers served by 2-inch
and larger meter sizes. By policy, the City charges Irrigation Only customers 50% of the relevant
SDF, and this policy is continued.
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Table 20: Proposed Water System Development Fees

RFC calculated wastewater SDFs under the equity buy-in approach summarized in Appendix F.
The calculated fees for a January 1, 2016 effective date are 3% below the current wastewater SDF
per equivalent 3/4-inch water meter.  RFC recommends that the City maintain current residential
wastewater SDFs in 2016 and begin indexing SDFs for inflation starting in 2017.

The City assesses a water SDF for each new residential account, and each new Accessory Dwelling
Unit is charged 50% of the residential SDF. New commercial accounts are charged SDFs
according to meter size. RFC proposes an increase in the water SDF, effective January 1, 2016.

Table 21 summarizes proposed 2016 wastewater SDFs that maintain the current residential fee and
updates commercial SDFs by meter size.  Under the proposed wastewater SDFs, residential and
commercial 3/4-inch water meter connections would be assessed the same wastewater SDF. Under
the current wastewater SDFs, commercial customer pay a higher fee as summarized in Table 21.
The proposed fees would result in a decrease for commercial SDFs effective January 1, 2016 as
summarized in Table 21.

Table 21: Proposed Wastewater System Development Fees

Water SDF Current Proposed Change - $ Change - %
Residential $8,512 $9,943 $1,431 16.8%

ADU 4,256 4,972 716 16.8%

Commercial - Fee by Meter Size
3/4" 8,512 9,943 1,431 16.8%

1" 14,270 16,605 2,335 16.4%
1 1/2" 28,316 33,110 4,794 16.9%

2" 52,472 52,996 524 1.0%
3" 106,742 116,035 9,293 8.7%
4" 217,534 198,860 (18,674) -8.6%

Wastewater SDF Current Proposed Change - $ Change - %
Residential $5,206 $5,206 $0 0.0%

ADU 2,603 2,603 0 0.0%

Commercial - Fee by Meter Size
3/4" 7,808 5,206 (2,602) -33.3%

1" 16,918 8,694 (8,224) -48.6%
1 1/2" 30,190 17,336 (12,854) -42.6%

2" 42,199 27,748 (14,451) -34.2%
3" 79,834 60,754 (19,080) -23.9%
4" 132,732 104,120 (28,612) -21.6%
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RFC recommends that the City index water and wastewater SDFs annually starting in 2017 for the
annual change in the ENR-CCI to maintain the cost of inflation between detailed SDF updates as
was completed during this study. RFC estimated inflationary changes to both water and
wastewater SDF of 2% annually starting in 2017. This practice results in smaller annual
adjustments to the fees so they maintain changes due to inflation as opposed to larger adjustments
as part of a comprehensive SDF update.

The City assesses a wastewater SDF for each new residential account, and each new Accessory
Dwelling Unit is charged 50% of the residential SDF. New commercial accounts are charged SDFs
according to meter size. RFC proposes to maintain current residential water SDFs and reduce
commercial SDFs by meter size effective January 1, 2016.
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City of Salida - DRAFT Results - Water Rate Study

Table P1
City of Salida Scenario
Water Rate Study Cash / SRF
System Proforma - Water

Estimated    Projected
Line No 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

1 Gross Revenues
2 Revenue Under Existing Rates $1,495,396 $1,579,127 $1,594,385 $1,609,643 $1,624,900 $1,640,158 $1,655,416 $1,670,674 $1,685,931 $1,701,189 $1,716,447
3 Revenue from Cumulative Rate Increases 0 78,956 163,661 218,944 277,014 318,766 362,126 407,133 474,808 545,716 597,293
4 Rate Revenues 1,495,396 1,658,084 1,758,046 1,828,587 1,901,914 1,958,924 2,017,542 2,077,807 2,160,739 2,246,905 2,313,740
5 Water Leases 0 0 0 0 0 0 0 0 0 0 0
6 Miscellaneous 10,000 20,000 20,000 20,000 20,000 20,000 20,000 20,000 20,000 20,000 20,000
7 Interest Earnings 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000
8 System Development Fees 297,920 348,005 354,965 362,064 369,306 376,692 384,226 391,910 399,748 407,743 415,898
9 System Development Fees - High Zone 0 0 0 0 0 0 0 0 0 0 0

10 Sale of Water Meters 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000
11 Total Revenues 1,818,316 2,041,089 2,148,011 2,225,651 2,306,220 2,370,616 2,436,767 2,504,717 2,595,487 2,689,649 2,764,638

12 Operating and Maintenance Expenses
13 Operating Expense 863,400 929,200 957,846 987,382 1,017,836 1,049,238 1,081,616 1,115,001 1,149,425 1,184,921 1,221,523
14 Transfers Out 0 0 0 0 0 0 0 0 0 0 0
15 Subtotal: Operating Expenses 863,400 929,200 957,846 987,382 1,017,836 1,049,238 1,081,616 1,115,001 1,149,425 1,184,921 1,221,523
16 Net Revenue Available for Debt Service 954,916 1,111,889 1,190,165 1,238,269 1,288,383 1,321,378 1,355,152 1,389,716 1,446,062 1,504,727 1,543,115
17 Debt Service
18 Existing Debt Service 406,855 420,855 218,855 214,730 235,605 235,205 229,605 219,788 223,600 222,000 219,988
19 Proposed Debt Service: Debt1 0 41,181 82,362 82,362 82,362 82,362 82,362 82,362 82,362 82,362 82,362
20 Proposed Debt Service: Debt2 0 0 0 0 0 0 0 0 0 0 0
21 Subtotal: Debt Service $406,855 $462,036 $301,217 $297,092 $317,967 $317,567 $311,967 $302,149 $305,962 $304,362 $302,349
22 Annual Debt Service Coverage 2.35 2.41 3.95 4.17 4.05 4.16 4.34 4.60 4.73 4.94 5.10
23 Net Revenue After All Debt Service $548,061 $649,853 $888,949 $941,178 $970,417 $1,003,812 $1,043,185 $1,087,567 $1,140,101 $1,200,366 $1,240,766
24 Other Cash Inflows/(Outflows)
25 Debt Funding
26 Debt1 Amount - Gross 0 1,170,556 0 0 0 0 0 0 0 0 0
27 Debt2 Amount - Gross 0 0 0 0 0 0 0 0 0 0 0
28 Debt Issuance Costs 0 (21,443) 0 0 0 0 0 0 0 0 0
29 Debt Service Reserve 0 (76,947) 0 0 0 0 0 0 0 0 0
30 Net Proceeds for Capital Projects 0 1,072,165 0 0 0 0 0 0 0 0 0
31 Grants 726,000 206,000 0 0 0 0 0 0 0 0 0
32 Transfers from (to) Wastewater Fund 550,000 0 0 (110,000) (110,000) (110,000) (110,000) (110,000) 0 0 0
33 Capital Projects
34 Operating Fund (1,730,380) (870,064) (1,122,364) (285,375) (237,361) (665,118) (524,120) (783,688) (779,749) (807,439) (836,039)
35 Capital Fund (307,920) (358,005) (364,965) (372,064) (379,306) (386,692) (394,226) (401,910) (409,748) (417,743) (425,898)
36 Subtotal (762,300) 50,096 (1,487,329) (767,439) (726,666) (1,161,809) (1,028,346) (1,295,598) (1,189,497) (1,225,182) (1,261,937)
37 Net Cash Flow (214,239) 699,949 (598,380) 173,739 243,751 (157,997) 14,840 (208,031) (49,396) (24,816) (21,171)
38 Beginning Cash Balance 485,261 271,022 970,970 372,590 546,329 790,080 632,082 646,922 438,890 389,494 364,678
39 Ending Cash Balance 271,022 970,970 372,590 546,329 790,080 632,082 646,922 438,890 389,494 364,678 343,507
40 Intrafund Transfer Activities
41 Operating Fund Transfer to Capital Fund 0 0 0 0 0 0 0 0 0 0 0
42 Capital Fund Transfer to Operating Fund 0 0 0 0 0 0 0 0 0 0 0
43 Ending Cash Balance (after transfers) 271,022 970,970 372,590 546,329 790,080 632,082 646,922 438,890 389,494 364,678 343,507
44 Ending Balances by Fund
45 Operating Fund 271,022 970,970 372,590 546,329 790,080 632,082 646,922 438,890 389,494 364,678 343,507
46 Capital Fund 0 0 0 0 0 0 0 0 0 0 0
47 Total 271,022 970,970 372,590 546,329 790,080 632,082 646,922 438,890 389,494 364,678 343,507
48 Operating and Capital Fund Reserves 215,850 232,300 239,462 246,846 254,459 262,309 270,404 278,750 287,356 296,230 305,381
49 Unspent Bond Proceeds 0 690,550 124,188 0 0 0 0 0 0 0 0
50 Unrestricted Balance $55,172 $48,120 $8,940 $299,483 $535,620 $369,773 $376,518 $160,140 $102,137 $68,447 $38,126

51 Percent Rate Increase 0.0% 5.0% 5.0% 3.0% 3.0% 2.0% 2.0% 2.0% 3.0% 3.0% 2.0%
52 Cash Reserve Ratio 31.4% 30.2% 25.9% 55.3% 77.6% 60.2% 59.8% 39.4% 33.9% 30.8% 28.1%

Description

10/2/2015

A - 1



City of Salida - DRAFT Results - Water Rate Study

Table P2
City of Salida Scenario
Water Rate Study Cash / SRF
Operating Fund Proforma - Water

Estimated    Projected
Line No 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

1 Revenues
2 Revenue Under Existing Rates $1,495,396 $1,579,127 $1,594,385 $1,609,643 $1,624,900 $1,640,158 $1,655,416 $1,670,674 $1,685,931 $1,701,189 $1,716,447
3 Revenue from Cumulative Rate Increases 0 78,956 163,661 218,944 277,014 318,766 362,126 407,133 474,808 545,716 597,293
4 Rate Revenues 1,495,396 1,658,084 1,758,046 1,828,587 1,901,914 1,958,924 2,017,542 2,077,807 2,160,739 2,246,905 2,313,740
5 Water Leases 0 0 0 0 0 0 0 0 0 0 0
6 Miscellaneous 10,000 20,000 20,000 20,000 20,000 20,000 20,000 20,000 20,000 20,000 20,000
7 Interest Earnings 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000
8 Total Revenues 1,510,396 1,683,084 1,783,046 1,853,587 1,926,914 1,983,924 2,042,542 2,102,807 2,185,739 2,271,905 2,338,740
9 Expenses

10 Operating Expenses 863,400 929,200 957,846 987,382 1,017,836 1,049,238 1,081,616 1,115,001 1,149,425 1,184,921 1,221,523
11 Transfers Out 0 0 0 0 0 0 0 0 0 0 0
12 Subtotal: Operating Expenses 863,400 929,200 957,846 987,382 1,017,836 1,049,238 1,081,616 1,115,001 1,149,425 1,184,921 1,221,523
13 Net Revenue Available for Debt Service 646,996 753,884 825,200 866,205 909,078 934,687 960,926 987,806 1,036,314 1,086,984 1,117,217
14 Debt Service
15 Existing Debt Service 406,855 420,855 218,855 214,730 235,605 235,205 229,605 219,788 223,600 222,000 219,988
16 Proposed Debt Service: Debt1 0 41,181 82,362 82,362 82,362 82,362 82,362 82,362 82,362 82,362 82,362
17 Proposed Debt Service: Debt2 0 0 0 0 0 0 0 0 0 0 0
18 Subtotal: Debt Service 406,855 462,036 301,217 297,092 317,967 317,567 311,967 302,149 305,962 304,362 302,349
19 Annual Debt Service Coverage 1.59 1.63 2.74 2.92 2.86 2.94 3.08 3.27 3.39 3.57 3.70
20 Net Revenue After All Debt Service 240,141 291,848 523,984 569,113 591,111 617,120 648,960 685,657 730,352 782,623 814,868
21 Other Cash Inflows/(Outflows)
22 Debt Funding
23 Debt1 Amount - Gross 0 1,170,556 0 0 0 0 0 0 0 0 0
24 Debt2 Amount - Gross 0 0 0 0 0 0 0 0 0 0 0
25 Debt Issuance Costs 0 (21,443) 0 0 0 0 0 0 0 0 0
26 Debt Service Reserve 0 (76,947) 0 0 0 0 0 0 0 0 0
27 Subtotal: Net Proceeds for Capital Projects 0 1,072,165 0 0 0 0 0 0 0 0 0
28 Grants 726,000 206,000 0 0 0 0 0 0 0 0 0
29 Transfers In from External Sources 550,000 0 0 (110,000) (110,000) (110,000) (110,000) (110,000) 0 0 0
30 Capital Projects
31 Operating Fund (1,730,380) (870,064) (1,122,364) (285,375) (237,361) (665,118) (524,120) (783,688) (779,749) (807,439) (836,039)
32 Total Other Cash Inflows/(Outflows) (454,380) 408,101 (1,122,364) (395,375) (347,361) (775,118) (634,120) (893,688) (779,749) (807,439) (836,039)
33 Beginning Balance 485,261 271,022 970,970 372,590 546,329 790,080 632,082 646,922 438,890 389,494 364,678
34 Change in Fund Balance (214,239) 699,949 (598,380) 173,739 243,751 (157,997) 14,840 (208,031) (49,396) (24,816) (21,171)
35 Ending Balance 271,022 970,970 372,590 546,329 790,080 632,082 646,922 438,890 389,494 364,678 343,507
36 Intrafund Transfer Activities
37 Operating Fund Transfer to Capital Fund 0 0 0 0 0 0 0 0 0 0 0
38 Capital Fund Transfer to Operating Fund 0 0 0 0 0 0 0 0 0 0 0
39 Ending Cash Balance (after transfers) 271,022 970,970 372,590 546,329 790,080 632,082 646,922 438,890 389,494 364,678 343,507
40 Minimum Operating Reserve (3 months) 215,850 232,300 239,462 246,846 254,459 262,309 270,404 278,750 287,356 296,230 305,381
41 Unspent Bond Proceeds 0 690,550 124,188 0 0 0 0 0 0 0 0
41 Unrestricted Balance $55,172 $48,120 $8,940 $299,483 $535,620 $369,773 $376,518 $160,140 $102,137 $68,447 $38,126

42 Percent Rate Increase 0.0% 5.0% 5.0% 3.0% 3.0% 2.0% 2.0% 2.0% 3.0% 3.0% 2.0%
43 Cash Reserve Ratio 31.4% 104.5% 38.9% 55.3% 77.6% 60.2% 59.8% 39.4% 33.9% 30.8% 28.1%

Description

10/2/2015

A - 2



City of Salida - DRAFT Results - Water Rate Study

Table P3
City of Salida Scenario
Water Rate Study Cash / SRF
SDF Fund Proforma - Water

Estimated    Projected
Line No 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

1 Revenues
2 System Development Fees $297,920 $348,005 $354,965 $362,064 $369,306 $376,692 $384,226 $391,910 $399,748 $407,743 $415,898
3 System Development Fees - High Zone 0 0 0 0 0 0 0 0 0 0 0
4 Sale of Water Meters 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000
5 Unused 0 0 0 0 0 0 0 0 0 0 0
6 Unused 0 0 0 0 0 0 0 0 0 0 0
7 Total Revenues 307,920 358,005 364,965 372,064 379,306 386,692 394,226 401,910 409,748 417,743 425,898
8 Expenses
9 Operating Expenses 0 0 0 0 0 0 0 0 0 0 0

10 Transfers Out 0 0 0 0 0 0 0 0 0 0 0
11 Subtotal: Expenses 0 0 0 0 0 0 0 0 0 0 0
12 Net Revenue Available for Debt Service 307,920 358,005 364,965 372,064 379,306 386,692 394,226 401,910 409,748 417,743 425,898
13 Debt Service
14 Existing Debt Service 0 0 0 0 0 0 0 0 0 0 0
15 Proposed Debt Service: Debt1 0 0 0 0 0 0 0 0 0 0 0
16 Proposed Debt Service: Debt2 0 0 0 0 0 0 0 0 0 0 0
17 Subtotal: Debt Service 0 0 0 0 0 0 0 0 0 0 0
18 Annual Debt Service Coverage N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
19 Net Revenue After All Debt Service 307,920 358,005 364,965 372,064 379,306 386,692 394,226 401,910 409,748 417,743 425,898

Other Cash Inflows/(Outflows)
20 Debt Activities
21 Debt1 Amount - Gross 0 0 0 0 0 0 0 0 0 0 0
22 Debt2 Amount - Gross 0 0 0 0 0 0 0 0 0 0 0
23 Debt Issuance Costs 0 0 0 0 0 0 0 0 0 0 0
24 Debt Service Reserve 0 0 0 0 0 0 0 0 0 0 0
25 Subtotal: Net Proceeds for Capital Projects 0 0 0 0 0 0 0 0 0 0 0
26 Cash-Funded Capital Projects (307,920) (358,005) (364,965) (372,064) (379,306) (386,692) (394,226) (401,910) (409,748) (417,743) (425,898)
27 Total Other Cash Inflow/(Outflows) (307,920) (358,005) (364,965) (372,064) (379,306) (386,692) (394,226) (401,910) (409,748) (417,743) (425,898)
28 Beginning Balance 0 0 0 0 0 0 0 0 0 0 0
29 Change in Fund Balance 0 0 0 0 0 0 0 0 0 0 0
30 Ending Balance 0 0 0 0 0 0 0 0 0 0 0
31 Intrafund Transfer Activities
32 Operating Fund Transfer to Capital Fund 0 0 0 0 0 0 0 0 0 0 0
33 Capital Fund Transfer to Operating Fund 0 0 0 0 0 0 0 0 0 0 0
34 Ending Cash Balance (after transfers) 0 0 0 0 0 0 0 0 0 0 0
35 Minimum Reserve (0% Net Assets) 0 0 0 0 0 0 0 0 0 0 0
36 Unrestricted Balance $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Description

10/2/2015

A - 3



City of Salida - DRAFT Results - Water Rate Study

Table P4
City of Salida
Water Rate Study
Capital Projects - Bond Fund

Capital Projects - Bond Fund 1 2 3 4 5 6 7 8 9 10 11
Description Debt Type 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Excavator Vehicles Cash
Water Truck Vehicles Cash
Backhoe & accessory parts Vehicles Cash $120,000
Project Engineering Treatment Cash $13,300 $30,000 $20,000 $20,000 $20,000 $20,000 $20,000 $20,000 $20,000 $20,000 $20,000
Water Line replacement - H Street Transmission & Distribution Cash $477,500
Service Lines/Meter Pit replacement - 11th St. Transmission & Distribution Cash $79,000
Water Line replacement - C Street Transmission & Distribution Cash $85,000
Water Line replacement - Hunt, Illinois to 3rd Transmission & Distribution Cash $286,000
Water Line replacement - Palmer, Nichols to Park Transmission & Distribution Cash $200,100
Water Line replacement - Grant, Poncha to Park Transmission & Distribution Cash $114,000
Water Line replacement - E, 1st to 4th Transmission & Distribution Cash $158,900
Water Line replacement - 12th, Adams, L, Wood Transmission & Distribution Cash $418,300
Water Line replacement - Blake, Park to Nichols Transmission & Distribution Cash $200,100
Water Line replacement - Jones/2nd & F Transmission & Distribution Cash $47,600
Water Line replacement - various Transmission & Distribution Cash $37,700 $500,000 $500,000 $500,000 $500,000
Meter Replacement Meters Cash
Meter Reading System - equip x 2 for install Meters Cash $10,000 $100,000 $100,000 $200,000 $250,000 $260,000
Water line project costs (for fire flow) - tbd Transmission & Distribution Cash $100,000 $100,000 $100,000 $100,000 $100,000 $100,000 $100,000 $100,000 $100,000
Backflow prevention throughout town Transmission & Distribution Cash $10,000
Fire Hydrants Hydrants Cash $20,000 $180,000 $24,000 $24,000 $24,000 $24,000 $24,000 $24,000 $24,000 $24,000 $24,000
Replace failed valves Transmission & Distribution Cash $12,000 $60,000 $20,000 $20,000 $20,000 $20,000 $20,000 $20,000 $20,000 $20,000 $20,000
Various PRV Removal (old) Transmission & Distribution Cash $12,500 $24,000
Water model software Transmission & Distribution Cash $10,000
Water Plant upgrades - boiler, backwash pump Treatment Grant $726,000
Water Plant upgrades - boiler, backwash pump Treatment Cash $722,000
Water Plant - other Treatment Cash $5,000 $50,000
Harrington Ditch improvements - pipe 63,000 ft Source of Supply Debt1 $140,500 $265,850 $63,650
Well Supply Feasibility Source of Supply Grant
Motors, pumps & computer upgrades Source of Supply Cash $10,000 $25,000 $25,000 $25,000 $25,000 $25,000 $25,000 $25,000 $25,000 $25,000 $25,000
SCADA / telemetry at Pasquale Springs/Tenderfoot Tank Treatment Cash $33,500
Back-up power at plant, galleries Storage Debt1 $30,000 $268,000 $50,000
Replace Chlorine Equipment - all locations Treatment Cash $18,000
Disinfection compliance monitoring improvements - grant Treatment Grant $200,000
Disinfection compliance monitoring improvements - cash Treatment Cash $15,000
Disinfection compliance monitoring improvements - debt or cash Treatment Debt1 $200,000
GWUIDI Source of Supply Cash
Replace pumps at Galleries, Pasquale Springs Treatment Cash $75,000 $75,000
Replace water plant vehicle Vehicles Cash $25,000 $25,000
Various Plant Upgrades / Regulatory Requirements Treatment Cash $250,000 $250,000 $250,000 $250,000
Total $2,038,300 $1,192,300 $1,401,950 $601,650 $547,900 $907,300 $769,100 $964,000 $939,000 $939,000 $939,000

2015 DOLLARS

10/2/2015

A - 4



City of Salida - DRAFT Results - Water Rate Study

Table P5
City of Salida
Water Rate Study
Capital Projects - Escalated

CIP Escalation Factor 0.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%

Capital Projects - Escalated 1 2 3 4 5 6 7 8 9 10 11 Total
Description Debt Type 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2015 - 2027
Excavator 0 Vehicles Cash $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Water Truck 0 Vehicles Cash $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Backhoe & accessory parts 0 Vehicles Cash $0 $0 $0 $0 $0 $0 $143,286 $0 $0 $0 $0 $143,286
Project Engineering 0 Treatment Cash $13,300 $30,900 $21,218 $21,855 $22,510 $23,185 $23,881 $24,597 $25,335 $26,095 $26,878 $259,756
Water Line replacement - H Street 0 Transmission & Distribution Cash $477,500 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $477,500
Service Lines/Meter Pit replacement - 11th St. 0 Transmission & Distribution Cash $0 $81,370 $0 $0 $0 $0 $0 $0 $0 $0 $0 $81,370
Water Line replacement - C Street 0 Transmission & Distribution Cash $0 $87,550 $0 $0 $0 $0 $0 $0 $0 $0 $0 $87,550
Water Line replacement - Hunt, Illinois to 3rd 0 Transmission & Distribution Cash $0 $0 $303,417 $0 $0 $0 $0 $0 $0 $0 $0 $303,417
Water Line replacement - Palmer, Nichols to Park 0 Transmission & Distribution Cash $0 $0 $212,286 $0 $0 $0 $0 $0 $0 $0 $0 $212,286
Water Line replacement - Grant, Poncha to Park 0 Transmission & Distribution Cash $0 $0 $0 $124,571 $0 $0 $0 $0 $0 $0 $0 $124,571
Water Line replacement - E, 1st to 4th 0 Transmission & Distribution Cash $0 $0 $0 $0 $178,843 $0 $0 $0 $0 $0 $0 $178,843
Water Line replacement - 12th, Adams, L, Wood 0 Transmission & Distribution Cash $0 $0 $0 $0 $0 $484,924 $0 $0 $0 $0 $0 $484,924
Water Line replacement - Blake, Park to Nichols 0 Transmission & Distribution Cash $0 $0 $0 $0 $0 $0 $238,930 $0 $0 $0 $0 $238,930
Water Line replacement - Jones/2nd & F 0 Transmission & Distribution Cash $0 $49,028 $0 $0 $0 $0 $0 $0 $0 $0 $0 $49,028
Water Line replacement - various 0 Transmission & Distribution Cash $0 $38,831 $0 $0 $0 $0 $0 $614,937 $633,385 $652,387 $671,958 $2,611,498
Meter Replacement 0 Meters Cash $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Meter Reading System - equip x 2 for install 0 Meters Cash $0 $10,300 $106,090 $109,273 $225,102 $289,819 $310,454 $0 $0 $0 $0 $1,051,037
Water line project costs (for fire flow) - tbd 0 Transmission & Distribution Cash $0 $0 $106,090 $109,273 $112,551 $115,927 $119,405 $122,987 $126,677 $130,477 $134,392 $1,077,780
Backflow prevention throughout town 0 Transmission & Distribution Cash $0 $10,300 $0 $0 $0 $0 $0 $0 $0 $0 $0 $10,300
Fire Hydrants 0 Hydrants Cash $20,000 $185,400 $25,462 $26,225 $27,012 $27,823 $28,657 $29,517 $30,402 $31,315 $32,254 $464,067
Replace failed valves 0 Transmission & Distribution Cash $12,000 $61,800 $21,218 $21,855 $22,510 $23,185 $23,881 $24,597 $25,335 $26,095 $26,878 $289,356
Various PRV Removal (old) 0 Transmission & Distribution Cash $12,500 $24,720 $0 $0 $0 $0 $0 $0 $0 $0 $0 $37,220
Water model software 0 Transmission & Distribution Cash $0 $0 $0 $10,927 $0 $0 $0 $0 $0 $0 $0 $10,927
Water Plant upgrades - boiler, backwash pump 0 Treatment Grant $726,000 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $726,000
Water Plant upgrades - boiler, backwash pump 0 Treatment Cash $722,000 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $722,000
Water Plant - other 0 Treatment Cash $5,000 $0 $0 $0 $0 $57,964 $0 $0 $0 $0 $0 $62,964
Harrington Ditch improvements - pipe 63,000 ft 0 Source of Supply Debt1 $0 $144,715 $282,040 $69,552 $0 $0 $0 $0 $0 $0 $0 $496,307
Well Supply Feasibility 0 Source of Supply Grant $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Motors, pumps & computer upgrades 0 Source of Supply Cash $10,000 $25,750 $26,523 $27,318 $28,138 $28,982 $29,851 $30,747 $31,669 $32,619 $33,598 $305,195
SCADA / telemetry at Pasquale Springs/Tenderfoot Tank 0 Treatment Cash $0 $34,505 $0 $0 $0 $0 $0 $0 $0 $0 $0 $34,505
Back-up power at plant, galleries 0 Storage Debt1 $0 $30,900 $284,321 $54,636 $0 $0 $0 $0 $0 $0 $0 $369,858
Replace Chlorine Equipment - all locations 0 Treatment Cash $0 $0 $19,096 $0 $0 $0 $0 $0 $0 $0 $0 $19,096
Disinfection compliance monitoring improvements - grant 0 Treatment Grant $0 $206,000 $0 $0 $0 $0 $0 $0 $0 $0 $0 $206,000
Disinfection compliance monitoring improvements - cash 0 Treatment Cash $15,000 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $15,000
Disinfection compliance monitoring improvements - debt or cash0 Treatment Debt1 $0 $206,000 $0 $0 $0 $0 $0 $0 $0 $0 $0 $206,000
GWUIDI 0 Source of Supply Cash $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Replace pumps at Galleries, Pasquale Springs 0 Treatment Cash $0 $0 $79,568 $81,955 $0 $0 $0 $0 $0 $0 $0 $161,522
Replace water plant vehicle 0 Vehicles Cash $25,000 $0 $0 $0 $0 $0 $0 $30,747 $0 $0 $0 $55,747
Various Plant Upgrades / Regulatory Requirements 0 Treatment Cash $0 $0 $0 $0 $0 $0 $0 $307,468 $316,693 $326,193 $335,979 $1,286,333
Unused 0 0 Cash $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Unused 0 0 Cash $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Unused 0 0 Cash $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Total CIP $2,038,300 $1,228,069 $1,487,329 $657,439 $616,666 $1,051,809 $918,346 $1,185,598 $1,189,497 $1,225,182 $1,261,937 $12,860,173

Cumulative Escalated CIP $2,038,300 $3,266,369 $4,753,698 $5,411,137 $6,027,803 $7,079,613 $7,997,958 $9,183,557 $10,373,054 $11,598,236 $12,860,173
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City of Salida - DRAFT Results - Water Rate Study

Table P6
City of Salida
Water Rate Study
Test Year 2015
Funding/Debt Options Cash

Cash - Fund 2
Cash - Fund 3
Debt1
Debt2
Manual Debt 1
Manual Debt 2
Grant

Debt1 1 2 3 4 5 6 7 8 9 10 11
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Interest Rate 3.50% 3.50% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%
Term 20 20 20 20 20 20 20 20 20 20 20
Issuance Expense 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Prorate First Payment 50.00% 50.00% 50.00% 50.00% 50.00% 50.00% 50.00% 50.00% 50.00% 50.00% 50.00%
Reserve Amount as Percentage of Annual Debt Service 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
Bundling (yrs.) 3
Debt2 1 2 3 4 5 6 7 8 9 10 11

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Interest Rate 1.50% 1.50% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Term 20 20 20 20 20 20 20 20 20 20 20
Issuance Expense 1.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00%
Prorate First Payment 50.00% 50.00% 50.00% 50.00% 50.00% 50.00% 50.00% 50.00% 50.00% 50.00% 50.00%
Reserve Amount as Percentage of Annual Debt Service 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
Bundling (yrs.) 3

CIP Scenarios Name Index
Scenario 1 Cash Fund 1
Scenario 2 No Harrington Ditch 2
Scenario 3 Bond Fund 3
Scenario 4 SRF Fund 4

Selected CIP: Bond Fund 3
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