APPLE VALLEY RANCHOS
‘'WATER CO.

P.0. BOX 7005
21760 OTTAWA ROAD
APPLE VALLEY, CA 92307
(760) 247-6484 + FAX (760) 247-1654 (/

B@E@EBWE@

ocT ri200 —

LAFCO
October 9, 2007 San Bemardine County

Kathleen Rollings-McDonald

Local Agency Formation Commission
215 North “D” Street, Suite 204

San Bernardino, CA 92415

Re:  Municipal Service Review for Apple Valley Ranchos Water Company.
Dear Ms. McDonald:

The purpose of this letter is to provide you with a response to the supplied Municipal Service
Review form as requested. Please contact this office if you require any further information.

Infrastructure Needs and Deficiencies

1. Capital Improvement Plan/Studies: Apple Valley Ranchos Water Company (AVRWC)
spends approximately. 3 to 4 million dollars per year in company funded capital
improvements. ‘

2. Water Service Plans/Studies: AVRWC regularly studies the water system
demands and makes adjustments to source of supply pumping capacity as needed.
Source of supply pumping capacity meets or exceeds the maximum day demand (MDD)
with largest well out of service.

3. Age and Condition of Facilities: According to our records the range of installation
dates of pipeline facilities is 1946 to 2007. The size of pipe in the system varies from 2"
to 20” in diameter. The replacement of pipe is done as needed.

4. Capacity Analysis: AVRWC had 18,657 active service connections as of December
31, 2006. The limit to the number of connections that are able to be served is a function
of our ability to produce water to meet the customer needs, which is related to the ability -
or the Mojave Water Agency's to import water to replenish the basin.

5. Future Development: Future expansion of water infrastructure is driven primarily by the
needs of the development community. Additional facilities are built as the demand by
development occurs. Facilities are funded by the developers as governed by the
approved California Public Utilities Commission (CPUC) tariffs and rules. An area of
great interest by developers as of late is in the northern part of the service area which is
generally located around and north of the Apple Valley Airport.
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8. Reserve Capacity:  The general policy of AVRWC as it relates to pumping capacity is
that MDD is able to be provided with the largest well out of service.

Growth and Population

1. Population Information: AVRWC had 18,657 active service connections as of
December 31, 2006. A future annual growth rate of approximately 2% is anticipated.

2. General Plan: Please refer to the supplied Urban Water Management Plan.

3. ldentify Significant Growth Areas:  There has been considerable growth in the Apple
Valley Ranchos Sphere of Influence.

Financing Opportunities and Constraints

1. Finance Plans; AVRWC is an investor owned water utility regulated by the CPUC.
It is dedicated to maintaining a financially stable company that is fully capable of
maintaining a safe and reliable water system.

2. Bond Rating: AVRWC only obtains privately held financing and therefore does not have
a bond rating.

3. Joint Financing Projects: AVRWC will occasionally participate in  capital
improvements when the benefit to existing customers can be realized.

4. Revenue Sources:  Water rates are the sole source of operating revenue for the Apple
Valley Ranchos Water Company. Water rates are regulated and approved by the
CPUC. Additionally we collect a Supply Facility Fee to offset the cost of constructing new
wells, and a Water Acquisition Fee, charged to developers on new construction, to help
pay for imported water stored for future use.

Cost Avoidance Opportunities

1. Level of service: AVRWC has a good record of delivering high quality water on a
consistent basis.

2. Per-Unit Service Costs: AVRWOC does not have a connection fee for new services.
However, for new development the CPUC requires that AVRWC collect a Source of
Supply Facilities Fee and an amount for applicable water rights based on the proposed
development. In most cases there are no service connections fees for individuals
served by existing water mains adjacent to their property.

Rate Restructuring

1. Rate restructuring is considered by: AVRWC rates are set and approved by the CPUC
and reflect the actual cost of providing water to its customers.
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2. ldentify current rates and plans, if any, for rate changes: AVRWC is currently

preparing information for proposed rate adjustments to be approved by the CPUC for the
year 2009,

Opportunities for Shared Facilities

1. Shared Facilities: AVRWC is open to opportunities that may arise for the shared
beneficial use of its facilities,

Government Structure Options
Evaluation of Management Efficiencies

1. As a privately owned utility AVRWC strives to operate efficiently and to provide stable
water supply to its customers at a reasonable cost.

Local Accountabiiity and Governance

1. AVRWC is a privately owned utility regulated by the CPUC and also abides by the
regulations of the California Department of Health Services.

Should you have any questions, please feel free to call our Engineering Department at
760-247-6484.

Sincerely,

Tim Stark
Associate Engineer
Apple Valley Ranchos Water Company
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Urban Water Manggement Plan 2005

Based on the production capacity of the existing wells, the maximum water that can be supplied by the
current AVR system is 35,552 acre-feet per year or 31.7 million gallons per day without considering the
production capacity of wells 33 and 34 that are under construction. AVR has been regularly increasing the
number of wells to meet the increasing demands of the Town. The oldest wells were drilled beginning in
1953 and have a total capacity for supplying 24.9 million galions of water per day. Recent wells added to
the system since 2000 (Wells 28-32) and the two wells under construction will bring the total capacity to
37.8 million gallons of water per day (or 26,241 gpm). Projected water supplies based on well capacities
are summarized in Table 5.

Table 5
Apple Valley Ranchos Water Company Well & Well Pump Data as of

* Estimated — Well under construction

AVR’s water production has increased directly proportional to climatic conditions and to meet water

supply demands of the Town of Apple Valley. The town’s growth rate was approximately 14 percent
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Urban Water Management Plan 2005

between 1999-2004. The current year's water production has been reduced due to high rainfall
experienced in early 2005 and resulting lower customer demands.

14,916

15,536

16,189

To carry out the Mojave Basin Judgment (the Adjudication), the MWA assigned Base Annual Production
(BAP) amounts to each producer using 10-acre feet per year or more, based on historical production
(1986-1980). Each pumper has been assigned a variable Free Production Allowance (FPA), which is a
uniform percentage of BAP set for each area. A substantial make-up water assessment is charged
(proposed rate of $246/AF for Water Year 2005-06) for water pumped in excess of the assigned FPA.
Water purveyors also have the option of leasing additional water rights from the open market. AVR's
original base production was set at 13,022 acre-feet. This has been ramped down annually to a Free
Production Allowance that is currently 8,567 acre-feet. Any groundwater that AVR pumps over and above
the FPA is subject to replacement. Replacement can occur either by paying the Watermaster to purchase
supplemental water from MWA or by transferring unused production rights within that sub area from
another party to the Judgment. The Watermaster's target ramp-down of 60 percent (which is the point
where imports and inflows, and consumption achieve safe yield) will be achieved in the 2005/06 water
year. Table 7 shows the projected water supply categorized by the available FPA, additional water rights
planned for acquisition, and replacement water payments required for adequate supply to meet customer
demands. The current well capacity of AVR’s system totals 42,327 acre-feet per year. All water sources
shown in Table 7 are pumped groundwater. Therefore, the current system has the capacity to provide a
supply to meet demands nearly to the year 2025.
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Urban Water Management Plan 2005
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Table 7
Current and Planned Water Supplies - AFY

Groundw::ter Replacement
Water purchased from MWA

Purchased Water Rights

al
\Water Purchased as % of Planned
Supplies 51% 69% 68% 73% 77%

These projections are based on current per capita water consumption that is expected to decrease over
the next five to ten year period. The Mojave Water Agency’s Regional Water Management Plan (RWMP)
identifies steps that will make it possible to meet the year 2020 water demand of the agency’s service
area. The RWMP, once implemented, is expected to:

Bring all groundwater aquifers into balance,

Meet 99% of MWA demand with no significant shortage in any subarea or demand sector,
Attain 10% municipal conservation,

o o o0 o

Provide water quality improvements over existing conditions, and

(o]

Provide benefit to all the Agency’s five subareas without negatively impacting other areas.

3.2 Recycled Water Supply

The Victor Valley Wastewater Reclamation Authority (VWWRA) is the regional wastewater treatment
authority that serves the Victor Valley including the Town of Apple Valley. The following information is
taken from the “Sewerage Facilities Plan Update Year 2005 Amendment’, prepared by VWWRA and
adopted August 1, 2005. VVWRA operates a 12.5 million gallon per day (mgd) tertiary wastewater
treatment faciiity. The plant is designed to discharge 8.3 mgd to the Mojave River and 4.2 mgd to
percolation ponds. Expansion of the plant to 14.5 mgd began in April 2005. Construction will begin in
2006 to expand the capacity to 18.0 mgd. The 2005 flows to the plant are estimated at approximately
12.5 mgd and expected fo increase to over 31 mgd by the year 2025,

Effluent from the treatment plant is either recycled for irrigation, industrial processes, or similar beneficial
uses, or it is discharged directly to the Mojave River. Discharge of treated water to the Mojave River
sustains a riparian habitat and provides recharge to the upper Mojave hydrologic subunit. For the 2004-05

water year, VWWRA's treatment plant effluent provided approximately 10,000 acre-feet of recharge water
to the river.
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Urban Water Management Plan 2005
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Section 6

Supply and Demand Comparison Provision

Law

10635 (a) Every urban water supplier shall include, as part of its
urban water management plan, an assessment of the reliability
of its water service to its customers during normal, dry, and
multiple dry water years. This water supply and demand
assessment shall compare the total water supply sources
available to the water supplier with the total projected water use
over the next 20 years, in five-year increments, for a normal
water year, a single dry water year, and multiple dry water years.
The water service reliability assessment shall be based upon the
information compiled pursuant to Section 10631, including
available data from the state, regional, or local agency
population projections within the service area of the urban
water supplier.

6.1  Supply and Demand Comparison

This section evaluates the ability of the AVR to meet the demand for water with future population growth.
The projected water supply and demand during normal weather conditions are listed in tables 14 and 15.
Table 14 shows that in year 2020 the supply would almost double in comparison to 2003 and increase by
approximately 2.8 times by the year 2025. As seen in Table 16, AVR would have sufficient water
resources to meet the water requirements of various customers. In the years 2015 and 2020, the AVR
would increase its supply by purchasing additional water rights to meet demand.

Table 14
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Urban Water Mangement Plan 2005

Table 16
Projected Supply and Demand Comparison - AF Year

Difference as % of
Demand 36% 24% 25% 24%

Tables 17 through 31 presents a supply and demand comparison during a single dry-year and muitiple
dry years beginning in 2005. The analysis assumes that in a single dry year, the water supply would
reduce by 25 percent while the multiple dry years would experience reduction in availability of water by
15 percent. The demand in AVR’s service area is expected to increase in hot, dry years, because
customers typically increase their usage in response to these conditions. Retail demand is expected fo
decline in response to appeals for conservation and market pressures (e.g. water cost to customers)
during drought conditions.

Table 17
_Projected single dry year Water Supply - AF Year

Table 18
Projected single dry year Water Demand - AF Year

Projected single dr

Supply totals

Difference as % of Demand 12.5% 2.5% 3.4% 2.7%

For the purpose of this analysis, it is assumed that during a single dry year the water supply would reduce
to 75 percent of normal water year. This would imply a surplus water supply of approximately 2,422 acre-
feet in 2010 which would reduce to 863 acre-feet in 2025. The projection for water demand in Table 18

has not considered water savings from various conservation methods under such dry conditions. Further,
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Urban Water Management Plan 2005
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AVR purchases replacement water from MWA based on the current needs and would continue these
purchases. Leased water rights and replenishment purchases of imported water from MWA would assist
in meeting this projected demand. AVR and MWA are discussing the need to increase water costs to
customers in order o decrease demands.

The projected water supply during 2006 through 2010 for multiple dry years is listed in Table 20. The
projections assume that the available supplies would reduce by 15 percent during such drought periods.
With this assumption, 24,707 acre-feet of water would be available in 2010, which is approximately 9,000
acre-feet more than the water available in 2003 (average/normal water year),

Table 20

The demand for water during 2006 through 2010 is listed in Table 21. The analysis does not assume any
reduction in demand from conservation practices, which may considerably reduce the water requirement
of the customers. The amount of water required to meet demand would increase by 14.1 percent between
2006 and 2010 during this multiple dry year period.

Table 21
iple Dry r Period ending in 2010 - AFY

Demand

The water demand and supply for the multiple dry water year extending from 2006 to 2010 is analyzed in
Table 22. The water supply available would be more than the projected demand until the year 2010. On
an average, AVR would have a surplus water supply of 11.3 percent in this drought period.

Table 22

Supply totals

Difference as % of Demand 0.4% 7.§% 14.5% 21.4% | 27.5%
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Urban Water Manggement Plan 2005

Similar analysis for multiple dry years from 2011-2015, 2016-2020 and 2021-2025 is provided in Tables
23 through 37.

Table 23

Demand

Table 25
Projected Supply and Demand Comparison during multiple dry year period
ending in 2015~ AF Year

Difference

Difference as % of Demand 24.9% | 22.5% | 20.3% | 18.2% | 16.2%

With the growth in population and corresponding demand for water, the amount of surplus water available

would reduce during drought periods. However, this will not impact AVR's capacity to meet the demand of
its customers.

Table 26
ear period ending in 2020 ~ AF Year

Table 27
Projected demand multiple dry year period ending in 2020 - A
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Urban Water Manggement Plan 2005

Table 28
Projected Supply and Demand Comparison during multiple dry year period
ending in 2020- AF Year

Supply totals

Difference

Difference

The projected water supply during the multiple dry-water-year period from 2016 to 2020 would increase
from 27,639 acre-feet to 31,719 acre-feet. AVR would continue to rely on the groundwater as its main
source of supply. Replacement water costs for quantities used above its Free Production Allowance and
roll-over credits would be paid to MWA. The demand for water as under normal conditions would be
adequately met. The above scenario does not account for the potential reduction in water demand due to
water conservation measures.

Table 29
Projected supply diring multiledr

Table 30
Projected demand multiple dry year period ending in 2025 - AFY

28,063 | 29,049 | 30,035 | 31,021

o | b

The projected water demand in 2021 would be 28,063 acre-feet while the available supplies would be
32,826 acre-feet. There would be no water shortages if drought conditions occur during this period. The
demand for additional water is expected to stabilize by 2025 as Apple Valley reaches it build-out

population. The AVR supply system wouid be able to meet demands with a reduction in available water
during multipie drought periods,

November 2005 28



Urban Water Management Plan 2005
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Table 31
Projected Supply and Demand Comparison during multiple dry year period
ending in 2025« AF Year

Supply totals

Difference

Difference as % of Demahd 170%

The multiple dry water years reflect changes in water supply with a 15 percent reduction in available
water for four years successively. Tables 20 through 31 present the analysis of demand and supply for
the years 2005 through 2025. Although the analysis shows that AVR would have adequate water supply
to meet demand under normal and drought conditions, AVR’s ability to increase the efficiency of water
use with implementation of Best Management Practices (BMPs) is discussed in the following section.
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Urban Water Management Plan 2005
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Table 34
Impact of Emergency Water Shortage on AVR Revenue and Expenses (FY 2004-2005) Budget
NORMAL (10%) {25%])
STAGE1 ‘ STAGE 2 STAGE 3

Metered Saies to General Customers 13,504,854 12,154,369 |$ 10,128,641
Sales fo irrigation customers '

Private fire protection service 80,001 |$
(3780
,147,09

otal water service revenues 13,529,456

10

Misc. service revenues

of other source of supply plan

Total source of supply expense 866,640 866,640

i

Pumping labor and expenses

117,623 117,623 1%

3 84,3
1,049,095 1§ 786,821
I e

Maintenance of pumping equipment 151,778

D A

Fuel or power purchased for pumping Maintenance 1,165,661

Maintenance of structures and improvements

28,850 ’
219,887
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Urban Water Manggement Plan 2005

120,884 | ‘ 120,964

832,443

506,665

':(311 271)
391,709

ﬁitome available for Fixed harge: . ; 1461771
108,520 $ 106,520

2055548 |

Interest Expense

4,506,835
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