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San Bernarding County

Adelanto Public Utilities Authority
Noatice of Proposed
Water and Sewer Rate Adjustment

Aprll 27, 2008

The Adelanto Public Utility Authority (APUA) Is proposing adjustments ta the Monthly Rates for Water and Sewer services. At the regular meeting of the Clty
Council/APUA Board on Aprll 22, 2008 APUA Resolution 08-001 was passed, which set the public hearing for June 24, 2008, at 7:00PM.
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Reasons for the Rate Adjustment

APUA utility customers have been-paying the same rates since 2001, Since then the costs to aperate the utllities have Increased substantially.
The APUA has utilized reserves and revenue from new service connections to pay for the Increased costs, Reserves are now ctlose to depletion
and the new service connections have hatted due to the downturn in the resldentlal construction market,

Also, the APUA has Incurred costs to construct a new wastewater treatment plant to accommodate the Clty far several years,

Sta'ndbv Fees

In addition to the water and sewer rate adjustment, the APUA Is also propesing an adjustment to the Water and Sewer Standby Fees. Standby
Fees are gnly levied on vacant, underdaveloped property to pay for maintenance costs for the portion of the water and sewer system that has
been bullt to accommaodate future development and to purchase water rights as water demand Increases. WIithout an increase to the Standby
Fees the Water and Sewer rate increase would be substantially higher.

Proposed Base Monthly Water Service Rates

Base Rate by Meater Size Proposed
% - . $13.38
1” $22.34
1y" 544,56
2" $71.32
3" $133:80
4" 4223.04
4] Rasldentlzi Maters are %",
Proposed Monthly Water Usage (Commadity) Rates

Tie Rate per Unit

1) 1-20 Units 1.25

2) 21-35 Units 2.16

3) 36 Units and above 2,50

1) 1 Unlt of water |3 egual to 1 hundred cublc feet of water or 748 gallans.

Proposed Monthly Sewer Usage

Single Family Residential Flat Sewar Rate $47.82
Muldl Family Residential Flat Sewer Rate $47.82 per unit
Commercial/indusirist Flat Sewer Raten $47.82 per EDU

1)  EPU =Equivalent Dwelliing Unlt iz a.calculation that invelves @ rating based on the averege niimber of
amployee per businass type,

6] TOWN HALL MEETINGS ~ The City will e conducting two (2) Yown Hall meetings on June 17 & 18, 2009 at 7:00PM. The meetings are offered to Utility
customers and are Intended to share the methodology used to derive the rates and answer any questions that may exist In advance of the Pubile Hearing.
The Town Hafl meetings will be held at:

Desert Trails Elementary School Adelanto Math and Science Academy

14350 Beliflower Street 17931 Jonathon Street
Adelanto, California 82301 Adelanto, California 92301
Wetnesday, June 17, 2009 Thursday, furte 18, 2008

Multl-Purpose Room
7:00PM-2:00PM

Multi-Purpose Room
7:00PM-9:00PM

7} APUBLIC HEARING ON THE PROPOSED WATER AND SEWER RATES WILL BE MELD ON JUNE 24, 20B9, AT 7:00 PM 1IN CITY COUNCIL CHAMBERS, 11600
AIR EXPRESSWAY, ADELANTQ, CA 92301,



Aviso de la Autoridad de los Servicios Pubiicos S
Avlso sobre Propuesta
AJuste de tarifas del Agua y Drenaje

abrll 27, 2009

La Autoridad Piblica de Adelanto Ultllity (APUA) estd propontende ajustes a las Tarifas Mensuaies para Ios serviclos del Agua y Drensje. Ena reunién regular ef 22
de Abri de 2009 Miembros det ConseJo/APUA la Resoluclon 005-002 fue pasata, que fijé la fecha para et publica para el 24 de Junlo de 2008, &s las 7:00 P.M,

1)  Razones por e} ajuste del kas tarlfas

Los clientes para uso general de Ja Autoridad del las Serviclos Pullcos/APUA han estado pagando las mismas tarifas desde 2001, Desde entonces los costes
para funcionar fas utilidades han aumentado substancialmente. El APUA ha utiizado reservas y el rédlto de nuevas conexlones del serviclo para pagar los

costos crecientes, Las reservas ahora estén cerca de agotamiento v las nuavas conexlones del serviclo han parado debido af dascenso en &l mercado de la
construccion residenclal,

Tamblén, el APLA ha Incurrldo costos para construlr una nueva planta de drenaje/depuradora de sguas residuates para acomodar Ia cludad por varios afios.

2} Hohorarlos de espera

Ademds del ajuste de tarifa del agua y de drenafe, el APUA tamblén estd proponiendo im ajuste a los honorarios del recurso seguro del agua y de drenaje. Los i
hanorarios de espera se Imponen golamante en caracteristica vacante, suidessrrollada para pagar los costes de mantenimiento para la porcitn del sistama !
del sgua y drenajea que se ha construldo para acomadar &1 future desarrolio y para comprar agua mientras gue la demanda de agua aumenta. $in un
aumento a jos honorarlos de espera el aumento de 1a tarifa del agus y trenaje serla substancialmente mds alto,

3)  Propuesta de tarlfas para ei seviclo mensual del agua

Tarlfa por tamanio de medldor Propuestas
Wy §13.38
1% s22.34
1KY $44.56
2¥ $71.32
3" $133.BD
[ $223.04

1)  Medidar for Residencla %"

4} Propuesta de tarifas para el sevicio mensual para el use de agua {materla)

Tiery Tarlfa for unidad
1) 1-20 Unidaties 1.25
2) 21-35 Unidades 2.16
3} 36 Unidades en adelante 2.50

1 Unidad de aqua e iguala clen ples cublos ds agua por 74R gallones

5] Propuesta de tarifas para uso mensual del drenaje

Tarifa plana por una Resldencial de drenaje 547,82
Tarifa plana por varias Residenciales de drenaje 547,82 par unldad
Tarifa plana para commerclal/industrlsl de tirenaje $47.82 per EDU

6)  REUNIONES - La cludad conducird dos (2) reunlones el 17 y 18 de junlo; 2009 a |as 7:00 P.M. L.as reuniones se ofrecen a los clientes para uso general ¥

se piensan para compartir s metodologla usada para derlvar fas tarifas y para contestar cualquler pregunta que pueda existir antes de ia vista piiblica.
Les reunions/juntas serdn en; .

Desert Tralls Elementary School Desert Tralis Elamentary School
14350 Bellflower Street 17931 Jonathon Street

Adelanta, California 92301 Adelanto, Callfornia 52301
Miercoles, tunlo 17, 2009 ’ Jueves, Junio 18, 2008
Multl-Purpose Room Muitl-Purppse Room
7:00PM-2:00PMW 7:00PM-2:00PM

7) UNA REUNICH PLIBLICA SOBRE LAS TARIFAS PROPUESTAS DEL AGUA ¥ DE DRENAIE SERA LLEVADA A CABO EL 24 DE SJUNIC DEL 2009, A LAS 7:00 P.M. LOCALIZADC EN EL CITY
COUNCIL CHAMBERS, 11600 AR EXPRESSWAY, ADELANTO, CA 92301




AGENDA REPORT
City of Adelanto

Adelanto Governmental Center
11400 AIR EXPRESSWAY
ADELANTO, CALIFORNIA 92301

Date: June 24, 2009

To: Honorabte President and Authority Members
From: D. James Har, City Manager

By: George Harris, Revenue Supervisor

Approve APUA Resolution 09-03 rescinding APUA
Resolution 09-01 and to set a Public Hearing for August 12,

Subject. 2009 and Initiate the 45-day notice per Prop 218 rate setting
requirements for Water and Sewer user rates.
STAFF RECOMMENDATION:

Staff recommends that the City Council rescind APUA resolution 08-01 and cancel the
Public Hearing for June 24", 2009, set a new Public Hearing for August 12, 2009 and
reinitiate the 45-day notice period per Proposition 218 rate setting requirement to revise
the rates charged to the Adelanto Public Utility Authority (“Authority”) water and sewer
customers.

BACKGROUND:

Periodically it is the responsibility of the Authority Board to examine the financial stability
of the Water and Sewer operations and make a determination as to the rates charged for
service. The last time the rates were adjusted was in 2002. Since that time the Board
has utilized connection fee revenue to stabilize the rates. However, now that the
number of new houses being built has reduced to close to zero the connection fees have
reduced concurrently and the Beard must consider a rate adjustment to protect the
Authority against insolvency.

Since 2002, the cost of conducting business in the authority has increased substantially
which includes the cost of construction, maintenance and operation of the Authority's
new wastewater treatment plant. Other reasons for the increase inciude labor, material,
financing and fuel costs that have all had double-digit increases since 2002.

An analysis of the current rates and current operations was conducted. The current
operations cost include the cost of debt service, which consists of the outstanding 2005
Series A and Serles B bonds and the Authority’s amortized obligation to the City of
Adelanto General Fund, which amounis to $5M in Fiscal Year 2009/2010. The end
result for year one (1) is illustrated below:

FEL IS Apple

o - | Current : Valley ,
i ReteCatégory | Rates | Propesedw | Ranchos | Hesperiaw |- Victorvillem
Water Base Rate $18.47 $13.38 $29.16 $18.16 $17.50
Water per CCF Rate $.95 $1.25 $2.03 $1.43 $1.47
Sewer $11.43 $47.82 $17.98 $20.08 $22.22
Total Monthly Average $39.40 $86.20 $87.74 $66.83 $69.12




[[(20 Units of Water) | | 1 ] l |
1) The Proposed retes are in dsaft form and may or may not change by the time of the public hearing.
2) The Clty of Hesperia rates are effective September, 2000.
3) The City of Victorville rates are effective August, 2009.

Notices of the Public Hearing will be included in the local newspapers and will be
included in the utility bill mailings during the month of June.

FISCAL IMPACT:
The rate increase will generate the revenues needed to operate the Water and Sewer

systems, as well as provide the necessary coverage needed to meet the rate covenants
for the outstanding debt service obligations.

ATTACHMENTS:

e Proposed Water Rate Study
¢ Proposed Sewer Rate Study
¢ APUA Resolution 09-03




PRELIMINARY DRAFT ONLY —

FOR DISCUSSION AND REVIEW SUBJECT TO CHANGE

ADELANTO WATER AUTHORITY

REVENUE REQUIREMENT REPORT
AND
WATER RATE CALCULATION

FOR THE YEARS 2009-10 THROUGH 2012-13

JUNE 2009

Key Issues for Completion:

1. Consider input from Townhall Meeling 6/17 & 6/18/2000.
2, Consider updating Debt Servica as conditions change.

Prepared by:

Christian L. Aidinger, CPA
Feasley, Aldinger & O'Bymachow
June 2009




AGENDA REPORT

City of Adelanto

Adelanto Governmental Center
11600 AIR EXPRESSWAY
ADELANTC, CALIFORNIA 92301

Date: August 12, 2009

To: Honorable President and Authority Members
From: D, James Hart, City Manager

By: George Harris, Interim Finance Director

Conduct a Public Hearing and Approve APUA Resolution
09-05 to set the Water and Sewer user rates for Fiscal
Years 2009/10, 2010/11, 2011/12 and 2012/13 and Approve
the Senior and Low Income Exemption Programs

Subject:

STAFF RECOMMENDATION:

Staff recommends that the Adelanto Public Wiilities Authority ("Authority”) Board of
Directors: (1) conduct a Public Hearing to receive testimony related to the adjusted rates
charged to Authority water and sewer customers; and (2) approve APUA Resolution 09-

05 to set the revised water and sewer user rates and fo revise the Senior Cilizen and |,

Disabled Exemption Program and establish ithe Low Income Exemption Program.
BACKGROUND:

The Authority examines the financial stability of the water and sewer operations and
makes a determination as to the rates charged for service. The analysis is based on the
actual costs of providing water and sewer service to City residents.

The last time that the Authority adjusted rates was 2002. Since 2002, the cost of
conducting business for the Authority has increased substantially, including the cost of
construction, maintenance and operation cof the Authority’s new wastewater treatment
plant. Other reascns for the increase include labor, material, financing and fuel costs
that have all had double-digit increases since 2002. The current operations cost inciude
the cost of debt service, which consists of the outstanding 2005 Series A and Series B
bonds and the Authority’'s amoriized obligation to the City of Adelanto General Fund,
which amounts to $5.4M in Fiscal Year 2009/2010.

The Authority has sent notices to property owners for this public hearing in accordance
with applicable law. Furthermore, the Authority held two public workshops to allow
residents additional opportunities to express their viewpoints to the Authority.

Staff conducted an analysis of current rates and operations and the need for increased
rates to meet the actual costs of providing water and sewer service to the City.
Furthermore, staff surveyed water rates in other local jurisdictions. The end result for
year one (1) Is illustrated below:




Water Base Rate $18.47 $13.38 $29.16 $52.33 $18.16 $17.50
Water per CCF Rate $.05 $1.25 $2.03 $1.68 $1.43 $1.47
Sewer $11.43 $47.82 $17.08 $44.95 $20.08 $22.22
Total Monthty

Average

(20 Units of Water) $39.40 $86.20 $87.74 $130.88 $66.83 $69.12

1} The Proposed rates are in draft form and may or may not change by the time of the public hearing.

2) The City of Hesperia rates are effective September, 2009,
3) The City of Victorville rates are effective August, 2008,

The following tabie summarizes the currently propesed monthly base water rates by year

for each water meter size.

ST AT

4"(1)
1" :
17" . . . $88.25
2" $71.32 $100.74 $101.16 $141.25
3 $133.80 $189.00 $189.80 $265.00
4" $223.04 $315.08 $316.40 $441.76

The following table summarizes the currently proposed new tiered commodity rates for
water that are explained in the attached studias.

1 1-20 1.25 1-15 2.40 1-15 240 1-15 2.40

2 21-35 2.16 16-25 3.40 16-25 3.40 16-25 3.40

3 36 and | 2.50 26 and | 4.40 26 and | 4.40 26andup | 4.40
up up up

The following table summarizes the currently proposed monihly sewer base rate per

EDU by vear.

Single #é,r{;”y

Residential Flat Sewer $47.82 $50.79 $55.36 $61.06
Rate

Multi Family

Residential Flat Sewer | $23.91 per unit $25'4[.) per $27'6{3 per $30'53. per
Rate(1) unit unit unit
Commercial/lndustrial $47.82 per $50.79 per | $55.36 per | $61.06 per
Flat Sewer Rate{2) EDU EDU EDU EDU




Staff is also recommending the adoption of the revised Senior and Disabled Exemption
program and the new Low Income Exemption programs. The Senior and Disabled
program provides for a 50% discount of the proposed sewer rate if certain income
requirements are met and the Low [ncome program provides for a 35% discount is
certain income requirements are met. Applications for each program will be available at
City Hall and on the City’'s website (www.ci.adelanto.ca.us).

FISCAL IMPACT:

The increase in water and sewer rates will increase the revenues of the Authority, but
such increase is intended to generate the revenues needed to meet the costs of
providing water and sewer sarvice to the City.

ATTACHMENTS:

APUA Resolution 08-05

Revenue Requirement Report and Water Rate Calculation
Revenue Requirement Report and Sewer Rate Calculation
Senior Exemption Program

Low Income Exemption Program




APUA RESOLUTION NO. 09-05

A RESOLUTION OF THE ADELANTO PUBLIC UTILITIES
AUTHORITY, SAN BERNARDINO COUNTY, CALIFORNIA, TO
ADOPT REVISED WATER AND SEWER USER RATE
INCREASES AND APPROVE THE SENIOR AND LOW-INCOME
EXEMPTION PROGRAMS

WHEREAS, the Adelanto Public Utilities Authority (“Authority”) provides potable
water and sewage services to its citizens; and

WHEREAS, the costs of operating the Authority’s water and sewage collection and
treatment systems have increased in recent years; and

WHEREAS, the Authority desires to ensure that the costs associated with the operation
of the Authority’s potable water system and sewage collection and treatment systems are
recovered through the fees charged for the provision of those services; and

WHEREAS, any increase in fees and charges for property-related water and sewer
service must comply with the procedural and substantive requirements of Article XIIID, section
6, of the California Constitution, which was enacted by the California Voters in 1996 as part of
Proposition 218; and

WHEREAS, the Authority has sent the proper notices as required by law; and

WHEREAS, the Authority conducted two (2) public workshops intended to provide
detailed information regarding the proposed increases;

WHEREAS, the Authority held a Public Hearing on the 12% day of August, 2009 to
receive written and oral testimony ir regards to the proposed water and sewer rate increase; and

WHEREAS, the Authority hereby finds that the revised fees and rates set forth herein do
not exceed the estimated reasonable cost of providing services or facilities for which such fees
and rates are imposed.

NOW THEREFORE, the Board of the Adelanto Public Utility Authority hereby
resolves as follows:

1. The Authority adopts the Revenue Requirement Report and Water Rate
Calculation Report to utilize and adopt the rates established as “Alternate A” of the report, set
forth in Exhibit A attached hereto;

2. The Authority adopts the Revenue Requirement Report and Sewer Rate
Calculation Report, and adopts the Sewer rates proposed therein set forth in Exhibit B attached
hereto;

3. The Authority adopts the Senior Exemption Program, set forth in Exhibit C
attached hereto;



4.  The Authority adopts the Low Income Exemption Program, set forth in Exhibit D
attached hereto.

PASSED, APPROVED AND ADOPTED at a regular meeting of the Board of the
Adelanto Public Utilities Authority, held on the 12th day of August, 2009,

Charley B. Glasper, President

Cindy M. Herrera, City Cleri, CMC




s

RESOLUTION NO. 08-05
PAGE3

I, Cindy M. Herrera, City Clerk of the City of Adelanto, California, do hereby certify that
the foregoing Resolution No. 09-05 was duly and regularly adopted at a regular meeting of the
Board of the Adelanto Public Utilities Authority on this 12th day of August, 2009, by the
following vote, to wit:

AYES:

NOES:

ABSENT:

ABSTAIN:

IN WITNESS THEREOF, [ hereunto set me hand and affix the official seal of the City
of Adelanto, on the 12th day of August, 2009,

Cindy M. Herrera, City Clerk




ADELANTO WATER AUTHORITY

REVENUE REQUIREMENT REPORT
AND
WATER RATE CALCULATION

FOR THE YEARS 2009-10 THROUGH 2012-13

JUNE 2009

i

“Frogress (rough unity”

o A v v s i

Prapared by:

Christian L, Aldinger, CPA
Peasiay, Aldinger & Q'Bymachow
June 2008
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ADELANTO WATER AUTHORITY
REPORT ON REVENUE REQUIREMENTS
AND WATER RATES

JUNE 2002



ADELANTO WATER AUTHORITY

REPORT ON REVENUE REQUIREMENTS AND WATER RATES
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PEASLEY, ALDINGER & O°ByaMacriow
AN GRCCOUNPANCY CORPORATION
MATT & REASLEY, CTPA 2120 MAIN STREET, SUTE 2855 (7i4) 5364418
CHRISTIAN I ALDINGER, CRA HUNTINGTON BEACH, CALIFORNIS 22848 FaR {714 538 2039

June 28, 2009

iir. Bill Aylward

Finance Director

Adelanto Water Authority
11600 Ajr Base Road
Adetznto, Californla 92301

Re: Report on Revenue Reguiremenis and Waler Rates

Dear Mr. Aylward:

Al your request and from infarmation provided by Adelanic Water Authority, we have
prepared this repori entitied "Report on Revenue Requirements and Water Rates”. The
report includes a forecast of future operating expenses, debt service, capital costs and
raserves {the components of revenue requirements), and the revenues necessary to cover
those components for the years ending June 30, 2010, through June 30, 2013, The reporl
includes historical operating data and projections of future operations used in estimating
the components of revenue requirements, and a summary of significant assumptions as
well as our recommendations for medifications which should be made to rates as a result of
our study.

This financial forecasi presents, ko the best of management's knowledge and belief, the
Water Authority water department's expected results of operations at present and proposed
rates for the forecast period. Thase forecasts are based on management's assumpfions,
retlecting conditions management expects to exist and the course of action managemant
expects to tske durlng the forecast period. There will usually be differences betwesn
forecasted and actual results because svents and circumstances frequently do not occur as
expected, and those differences may be material. Management and Water Autherlty staffs
are responsible for representations about its plans and expectations and for disclosure of
significant information that might affect the ultimate realization of the forecasted results.

Because the procedures we performed during this engagement do nol constitute an
examination of a presentation of forecasted information In accordsnce with standards
eslablished by the American Instifute of Certified Public Accountants, we do not express an
opinion on whether the Revenue Requirements Study Is presented in conformity with
AICPA presentation guidelines or on whether the undetlying assumptions provide a
reasonable basis for the presentation. Additionatly, the procedures thal we performed did
not censtitule an audit or revisw of this information or of the financlal statements of
Adelanto Water Authority. Consequently, we do not express an opinion ar any other form
of ssurance on those financial statements, the achievability of the forecast or the
reasonableness of the underlying assumplions. We have no responsibllity to update our
report for events and circumstances occurring afier the date of this reporf, Qur
engagement cannol be relied upon to disclose errors, irregularities, or flegal acts, including
fraud or defalzations that may exist.




!ﬁfﬁ

gy

Mr. Bill Aytward
Adelanto Water Autherity
June 29, 2009

Re; Report on Revenue Reguirements and Water Rates

it ts our understanding this report is for the use of the Water Authority's Board of Direclors
and Water Authority Staff to assist them in determining proper water use rales and,
consequently, is intended for internal use only. In accordance with standards established
by the American Institute of Certified Public Accountants, the terms of our agreement with
the Water Authority specify that f management infends io reproduce and publish the
forecast and our report thereon, it must be reproduced in its entirety. You have agreed (o
aliow us to approve both the first and subsequent corrected drafts of the document
containing the forecast and any accompanying material prior to publication.

We appreciate the opportunity {o be of sarvice to the Water Authority and would like to
thank the Water Authority Staff for their assistance and cooperation.

Sincerely,

PEASLEY, ALDINGER & O'BYMACHOW
An Accountancy Corporation

Christian L. Aldinger
Certifled Public Accountant
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Adelanto Water Authority
Report of Revenue Requirements and Water Rales
June 2009

EXECUTIVE SUMIMARY

The purpose of this report is to determine water rates needed to generate revenues
adequate (o meef revenue requirements using equitable design criteria with an
emphasls on encouraging water conservation and a reduction in overall per customer
usage.

Estimated revenue requirements (Section 4) for the years 2008-10 through 2812-13
exceed estimated revenues st pressnt rates (Ssctien 6). This results Ina need to
increase overall ravenues by approximately 28% for the 2010-11 year with additional
increases in fulure years (Section 8). The increase needed by the 2012-13 vear s an
increase of 228% over present rates. To preserve the Waler Authority's financial
cornditlon ta the extent possible, the Waler Authority shouid not delay the
implementation of the rate increase. There are several compelling reasons to
implernent an increase immediately (Section 13%. Proposed rates as presentad in
Section $ have been designed using sound rate design philosophy (Section 7} o
generate adequate revenues (Section 10) to meet estimated revenue requiremenis
(Section 4). An allernate solution is presented in Seclion 12 and this alternate would
result in a deferral of debt repayment so that user rates can be held at a lower level.
Proposed rates modify the existing rate structure and charges for all water used rather
than allowing usage in the minimum charge,

As a result of this study, rates have been designed fo generate increased total
revenues. However, the recommended rates impact different customers differently,
Section 11 presents a comparison of bills for various customers.

The Water Authority completed its Masiter Plan in 2007 and the Master Plan identifies
the need for approximately $449,000,000 of capltal improvements aver the next 20
years fo serve the City at bulld out. Due to the extent of the proposed increase, this
rate study doas not provids for the accumulation of resanves intended to altow the
Water Authority to pursue the projects Identified In the Master Plan.

The overall 229% increase over present rafes is partially atlributable to total waler
usage exceeding the Water Authority's production allowance in its ground water basin,
At present rates, the 2008-10 vear total estimated revenues are approximaltely
$830,000 short of operating expenses (ses Table 18). Flease note this shortfall is
after utilization of the rate stabilization reserve {(see Table 11} Any delay in a rate
increase or an increase of a lesser amount may result In a delay in the capital program
or in & usage of reserves for which no plan exists for replacement of exisiing reserves,

See Bummary of Significant Assumptions
And Accounting Policies and Accountant's Report
N




Adalanto Water Authority
Report of Revenue Requirements and Water Rates
Jung 2009

SECTION 1
PURPOSE AND SCOPE OF REPORT

1.1 Purpose of Study

This report hag been prepared to provide information regarding the Adelanto Water
Autherity's estimated revenue requirements for years ending June 30, 2010, through
June 30, 2013, and the user charges available to cover those requirements. Results of
operations under prasent and proposed rates are presented in this report to provide

the City Councll members, water users, and other interesied parties with data used to
support proposed changes in rates.

The purpose of this revenue requirement study is three-fold; to:

e Establish water service rates designed to recover costs of service, to generafe
funds for capital purposes {capital improvements and replacements), debt
service, and o fund reserves.

¢« Use rate design criteria to equitably apportion the revenue reguirements over
the various classifications of users In relationship to their contribution to cost of
service.

« Recommend rates that wili promote conservation and wise water uss.

Revenue requirements have been based primarily on budget estimates provided by the
‘ Water Authority for the vear ending June 30, 2010 and as forecasted for the years

‘ ending June 30, 2011, 2012, and 2013. Revenue reguirements are estimaied on a

" normal year basis, excluding unusual revenues and unusual costs, and including
revenues and costs that would normally cccur but for some reason were not reporied
in the latest recorded year or included in the most recent budget. A lest of adequacy of
the rates is shown in Section 10, the resulls of operations at proposed rates.

1.2 Scope of Report
This report containg Information provided by the Water Authoriy's staff about the water

system operations and estimated results of operations for the years ending June 30,
2010 through June 30, 2013,

See Summary of Significant Assumptions
And Accounting Policies and Accountant's Report
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Adelanto Water Authority
Report of Revenue Requirements and Water Rates
June 2000

SECTION 2
BACKGROUND INFORMATION

2.1 History of Operations

The Authority is a joint exercise of powers authority organized and existing under and
by virtue of the Joint Powers Agreement batween the City and the Agancy. The
Authority was formed for the purpose of owning, oparating, and maintaining tha Utiity
System. The Utility System currently consists of the Waslewater Enterprise and the
Water Enterprise serving the City. The Joint Powers Act provides for the issuance of
revenue bonds of joint exercise of powers authorities, such as the Authority, to be
repaid from certain revenues, The Authority has no ad valoremn taxing power,
FPursuant to the Jolnt Powers Act, the Authority |5 authorized to Issue Its revenus bonds
for the purpese of financing, among other things, public capital improvement projects
of the Utility System.

The Authority coniracts with the City for operating the Wastewater Enterprise and the
Water Enterpriss,

The Water Authority acquired tha Water Enterprise from the City pursuant to a
Purchase Agreement, dated January, 1888, The Water Authorlty used the proceeds of
the 1998 Waler Bonds to pay the acquisition price, Prior to the sale of the Water
Authority, the City owned and operated the water supply and distribution system.

The Water Enterprise, identified as No, 36-0001 with the State of California Office of
Drinking Water, was issusd Water Permit No. 02-83-037 in January, 1993. The Water
Enterprise consists of 15 operating wells, one iron and manganase treatment plant, a
pipeline distribution system, and five storage reservolrs, which serve the resldents of
three separate prassure zones,

The Water Enterprise provides water service within City limits. The Water Enterptise
serves a perrnanent papuiation of approximately 22, 500. Currently there ars 7,746
servics connestions on thie distribution system, of which 7,168 are 34" residential
connections. Al service connections are metered.

See Summary of Significant Assumptions
And Accounting Policies and Accountant's Report
-5-




Adelantc Water Autharity
Report of Revenue Requirerments and Water Rates
June 2008

SECTIDN 2
BACKGROUND INFORMATION
{confinued)
2.2 Crganization
The Authority is governed by a five-member commission which consists ¢f ali the
members of the City Council. The Mayor of the City is appointed as the President of
the Authority. The Authority has no taxing power,

The Authority's members and term expiration dates are:

Commission Member Term Expires

Charley B. Glasper, President November 20710
Trinidad Perez, Vice President November 2010
Ed Camargo November 2012
Gene Plehe November 2010
Cari Thomas November 2012

The City Manager is responsibie for coordination of all departments and daily
operatlons of Clty business, including operaticn of the W astewater Enterprise, the
Water Enterprise and acts as the Executive Director of the Authority. Gurrent City Stafi
assigned to administer the Authority are:

D. James Hart, City Manager and Authority Executive Director
Cindy Hetrera, Clty Clerk and Authority Secretary

See Summary of Significant Assumpiiona
And Accounting Policies and Aceountant’s Report
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Adelanto Water Authority
Report of Revenue Requirements and Water Rates
June 2008

SECTION 2
BACKGROUND INFORMATION
(continued)
2.3 Source of Supply

The Water Autharity's present water supply is obtained from ground water wellg and
from river underflow,

1. Yells
TABLE 1
LiST OF WELLS
Weli Numiber Capacity {GPR Séurca

Well No, 1G 181 River underfiow
Well No, 2G 783 River underflow
VWell No, 3G2 287 River undesftiow
Well No. 4G 1,074 River underiow
Wall No, 5G - River undeifiow
Wall No. 6G 227 River undeflow
Well No. 632 754 River undertlow
Wall No. 2 212 River underflow
Weli No. 4 584 Ground water
Wall No. 5A 328 Ground water
Wel Ne, § 214 Ground water
Well No. 7 360 Ground water
Well N, 8A 518 Ground water
Well No. 44 250 River underfiow
Well No. 14A B49 River undeflow
Total Capacity 6,718 =87 MGD = 10,866 ac-ft.yr.

GPM = Gallons Per Minute

Sources of Supply. The Water Enterprises’ current watar supply consists of certain
rights In the Mojave River Basin pursuant to the Molave Adjudication Case, |n addition,
the City has purchased cerfain waler rights from an individoal in the Adjudication Area
and it is anticipated the Authorily may purchase water from other sources In the fulurs,

Water pumped in excess of the Free Production Allowance is subject to a charge by
the Watermaster af the rate of $320 per acre foot for the 2008-08 year,

See Summary of Signifieant Assumptions
And Accounting Policies and Accountant's Report
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Adelanto Water Authority
Report of Revenue Requirements and Water Rates
June 2008

SECTION 2

BACKGROUND INFORMATICN
{continued)

2.3 Source of Supply (continued)

Under the current decision and judgment in the Water Adjudication Case (defined
herein), the Authority estimates that it has water rights in what is categorized as "Free
Production Allowance” avallable to it at an 60% ramp down level of approximately

4 268 acre-feet per year. This is the aggregaie of the following: (i} Under the
Judgment, the Initial Free Production Allowance established for the City was 3,678
acre-feet. With the 60% ramp dawn, thal amounl has been ramped down (o 2,208
acre-feet per year. {ii} During recent years, the City has been entitied 1o the Frea
Production Allowance relating to George Alr Force Base. The City-and the United
States govemment litigated their respective enditternent fo the water rights with respect
io the deactivated George Air Force Base and the City, the City of Viclorville and the
Southern California International Airport Authority have negotiated an agreement as to
the allocation of the water righis from George Air Force Base. Pursuant to the decision
in that litigation and the agreements with the City of Victarville and the Southerm
California International Airport Authority, in the future, the City will only be entitled to
approximately 3,433 acre-feet of Free Production Allowance relating to the deactivaled
George Air Force Base. The Authority will acquire this right from the City once the right
is acquired by the City. At a 0% ramp down, the Autherity will be entitied to
approximately 2,060 acre-feet of Fres Production Allowance. At a 60% ramp down,
this is approximately 4,288 acre-feet per year of Free Production Allowance.

In the event the Authority requires water in excess of the available Free Preduction
Allowangce, the Authority may pump additional water and either acqguire Free Production
Allowance from enother producer for the applicable production year or pay a
replacement assessment lo the Mojave Water Agency for the water pumped in excess
of the avallable Free Production Allowance. Under the rules and regulations of the
Watermaster, any unused Free Production Allowance may be carried over and
accumulated for one year and the first water produced in the succeeding year is
desmed produced from the carryaver waler.

In acgordance with the Judgment, each year the Watermaster may prepars a report
that includes a recommendation for an adjustrment of the Free Production Allowance,
Further ramp down of the Free Production Allowance would increase the replacement
assessments due to the Walermasler,

See Summary of Significant Assumptions
And Accounting Policles and Accountant's Report
-B-




Adelanto Water Authority
Report of Revenue Requiremenis and Water Rates

June 2009
SECTION2
BACKGROUND INFORMATIOM
{continued)
24 Storage
TABLE 2
LIST OF RESERVOIRS

The following s a list of reservoirs used by the Water Authority to stare water supplies:

Resarvolr Capacity
Nameg Nurmbar {gallons) Date Construcied
75 MG #1 750,000 1958
East3 MG #2 2,000,000 1983
West 3 MG #3 3,000,000 1988
East5 MG #H - 5,000,000 1092

Storage Is provided by flve (8) reservolrs with a total capacity of 16,750,000 gallons
{16.75 MG). ' K

Water Storage Reservoirs and Pumping Facilities. The Authority currently owns
and maintains five storags reservoirs for a combined storage capacity of 16,735 million
gallons. Alt are coated steei tanks at ground level, with pumps and apparatuses
adjacent to supply water to the Water Enterprise. The Water Enterprise is divided into
three pressure zones, south {(Zone 1), central {(Zone 23, and norih (Zone 3).

The 0.75 MG tank receives water from Weills No, 2, 4 and 14 and is equipped with a
top inlet and two botlom outlets. The outlets feed Booster Station #2, adjacent (o the
0.75 MG tank. The concrete block structure houses three 758 HP pumps capable of
pumping 800 GPM and three 150 HP pumps capsble of pumping 1,500 GPM. Booester
Station #2 pumps water up to the two 3 MG tanks,

The two 3 MG tanks recelve water from Wells No. 8, 7, 8 and 8A and Booster Station
#2, Water outflow serves pressure Zone 2 and pressure Zone 3 through five reducing
valve statlons, and Booster Statlon #3, which tg adjacent fo the two 3 MG tanks.
Booster Station #3 is a concrete blogk structure containing three 150 HP pumps with 3
capacity of 2,000 GPM each.

Booster Station #3 pumips water up fo ihe two 5 MG tanks, Discharge from these
tanks serves Zone 1. A manuat bypass at Booster Siation #3 with a pressure reducing
valva allows water to flow from the wo § MG tanks back to the two 3 MG tanks in
emergency situations,

See Summary of Significant Assumptions
And Accounting Policies and Accountant’s Report
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Adelanto Water Authority
Report of Revenue Requiremeants and Waler Rates
June 2008

SECTION 2

BACKGROUND INFORMATION
(zontinued;

2.5 Distribution System

The water system has pipeline ranging In size from 1 inch to 24 inches. There are
approximately 182,408 lineal feet of transmission and distribution mains. The Water
Authority maintains approximately 1,000 fire hydrants within its system. The 2007
haster Plan contains further detzils as to the Water Authority’s distribution systems.

The three pressure zongs, from highest to lowest, correspond roughly to the souttiern,
gentral, and northern parts of the City. The southern part, Zone 1, extends from Holly
Road south to Palmdale Road and includes the City's Industrial Park [l The central
part, Zone 2, extends from Air Base Road south to Holly Road, The northern part,
Zone 3, extends north of Air Base Road. Zone 1 has elevations ranging frem 3,200 to
3,030 feet, Zone 2 has elevations ranging from 3,030 to 2,810 feet, and Zone 3 has
slevations ranging from 2,910 to 2,800 fest. Pressure within Zane 1 and Zone 3 is 80-
125 pounds per square inch (psi) while pressure in Zone 2 Is 50-125 psi.

The upper pressure zone, Zone 1, s fed by twe 5 MG tenks. Approximately 4,131
service tonnections are served by pressure Zone 1. The middle pressure zong, Zone
2, is fed by the twe MG tanks and Wells Nos. 6, 7, and 8A, and Booster Station #2.
Approximately 183 service connections are directly served by Pressure Zone 2, The
lower pressure zone, Zone 3, Is fad by the two 3 MG tanks through five pressure
reducing stations. The locations of these stations are Airbase and Raccoen, Verbena
and Airbase, Bellfiower and Airbase, Booster Station #2, and Adelanto Road and
Airbase Road, Approximataly 1,213 service connactions are served by Pressure Zone
3,

The distribution system has polyvinyl chioride (PVC) {72%), ductile iron (6%), asbastos
cement (4%, and cement lined steel pipes {18%). Repairs are made with PVC,

See Summary of Significant Assumpticns
And Accounting Policlas and Accountant's Report
- 10 -
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Report of Revenue Requirements and Water Rates
June 2009

SECTION 3
STATISTICAL INFORMATION

Thie section contains statistical information, as recorded and as estimated for future
vears, Accurate projections are critical in order that proper and appropriate results are
obtained. The following subsections show the current statistical information and
estimated changes for future years. Projections have been made by the Cily.
Presently, the Water Authority's water revenues are generated through a combination
of two charges.

s Service charges - based on meter size

= Water charge - based on usage
3.1 Mumber of Custamers Mater Size

The Water Authority's water customers are fracked by meter size.

Table 3 shows total active meters by size, as of January 2008,

TABLE 3
TOTAL METERS BY SIZE
Meter Size Total
34 7,268
1" 343
112" g
2" 24
3 1
4" g
7,748

See Summary of Significant Assumptions
And Accounting Policles and Accountant’s Report
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Adelanto Water Authority
Repart of Revenue Requirements and Water Rates

STATISTICAL INFCRMATION
{continued)

SECTION 3

Growth of Metered Customers

Table 4 shows total customers by meter size as of January 2009 and eslimated
additions through 2013, Meter additions shown below have been estimated by

management.
TABLE 4
TOTAL CUSTOMER ADDHTIONS BY METER SIZE
Meter Size 3/4" 1" 11442" 2" ar 4"
Ac of January 2009 7,368 343 9 24 1 1
Added YE 6/30/09 - - - - . .
Remaoved YE 6/30/09 - - . - - -
Jure 30, 2008 7,368 343 g 24 1 i
Added YE 6/30/10 289 - - - - .
Remaoved YE B/30/10 - - - - . .
June 3¢, 2010 7,657 343 9 24 1 1
Added YE 6/30/11 - - - - - ;
Removed YE 6/30/11 - - - - - .
June 3¢, 2011 7,657 343 9 24 1 1
Added YE 6/30/2012 - - - - . v
Removed YE 8/30/12 - - - - - -
June 30,2012 7,657 343 g 24 1 1
Added YE 6/30/13 - - - - - -
Removed YE 8/30/13 - - - - . -
June 30, 2013 7,657 343 8 24 1 1

Source: Clty of Adelanto

See Bummary of Significant Assumplions

And Accounting Policies and Acgountant’s Report

-1 -




Adelanto Water Authorily
Report of Revenue Requirements and Water Rates
June 2009

SECTION 3

STATISTICAL INFORMATION
{continued)

33 Average Metered Customers by Size

The following Table 5 shows by meler size, average number of customers projecied
for the years ending June 34, 2008 through 2013,

TABLE 5
AVERAGE METERED CUSTOMERS BY SIZE

Meler Size 4 1 (ITFA 2" 3" 4

Average for the year
ending June 30,

2008 7,368 343 g 24 1 1
2010 7,513 343 g 24 1 1
2011 7.857 343 8 24 1 1
2012 7,657 343 9 24 1 1
2013 7,657 343 g 24 1 i

3.4 Metered Equivalents

The demand a user places on the water system is best measured by meler size. Each
meter, depending on the size, has a maximum fiow of water which can travel through
the meter. Larger meters have greater flow and place a greater potantial demand on
the water system, The common method used to determine the greater demand Is by
using meter equivalencles. For example, the flow capaclly of 2 3/4" meder Is 30
gallons per minute and a 2" meter has flow capaacity of 160 gallons per minute, 1680
divided by 30 is 5333333, This means that 2 2" meter has the polential demand of
5.333333 3/4" meters. Therefore, any charges made based on demand should
consider a meter equivalent or metar ratio. The following is a table, which
demonstrates the meter ratio calculation.

Metsr Size Flbw Capagity Eouivalant
{Gatlone per Minute)

34" 3 1.00

1” a0 1.67
1-1/2" 100 3.23
2" 160 5.33

3" 300 10.00

4° 200 16.67

See Summary of Significant Assumptions
And Accounting Policies and Accountant's Report
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Adelanto Water Authority
Report of Revenue Requirements and Waier Rates
June 20089

SECTION 3
STATISTICAL INFORMATION
{continued)
3.4 Matersd Equivalenss {continued)
Table 6 shows the result of multiplying the average customers (Table 5) by meter size

by the 3/4" eouivalent to determine the average 3/4" meter equivalends for each of the
years ending June 30, 2008 through 2013,

TABLE 6
CALCULATION OF 3/4" METER EQUIVALENTS

Meter 34" For the year ending June 30,
Size  Equlvalent 2008 2010 2011 2012 2013
3/4" 1.00 7,268 7.513 7,857 7,657 7,657
q" 1.67 573 573 573 573 573
iz 3,33 an 0 30 30 30
z 5.33 128 128 128 128 128 |
¥ 10,00 10 10 0 10 10
4 16.67 17 17 17 17 17
8126 8271 g418 8.415 8,415

See Summary of Significant Assumptions
And Accounting Policies and Accountant's Report
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Adelanto Waler Authority
Report of Revenue Requirements and Water Rates

Juna 2608

SECTION 3

STATISTICAL INFORMATION

(continued)

3.5 Estimated Water Consumption by All Customers

Table 7 shows estimated water consumption for each of the years ending 2010

through 2013. The actual for yvear end June 30, 2008 was used to estimate {olal
consumption by year. Note that because growth in the number of connections has only
been projected io include the restoration of previously locked off services, the
consumption is expected (o increase anly in the year 2010.

TABLE 7
ESTIMATED TOTAL ANNUAL WATER CONSUMPTION
BY METER SIZE
For the Estimaied Estimated Total
year | ecordad Annu 31[ Consumption NonResidential Water
Ended Waterclz;duoed (In CCFs) Consumption Consumption
June 30, (CCFs) (I CCFs?) (in GCFs)

2005 2,891,535

1006 3,084,626

2007 2,364,947

2008 2,085,852

# of 3/4" (Est= 240 CCF
Cusiomers® anauai)®

5009 7,358 1,768,320 152,000 1,820,320

2010 7,513 1,803,120 152,000 1,955,120

2011 7,657 1,837,680 152,000 1,989,680

2012 7,657 1,837,680 152 600 1,588,680

2013 7,657 1,837,680 152 000 1,089,680

"Well production reports maintained by Ciyy of Adelanto

“Source: Water use calculation fram City staff and sssumes 3/4" meters are residential.
{2003-2004 C1 rate code usage for commercial use = 213,242 cof's)

®Based on avallable statisfics i has been calculaled that the typical 3/4" residential water
customer uses 20 CCFs of water monthly (20 CCFs x 12 manths = 240 CCF s annually),
Nole: 20 CCFs = 500 galions per day,

“From Table 5

See Summary of Significant Assumptions
And Accounting Policies and Accountant's Report
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Adelanto Water Authority
Report of Revenue Requirements and Water Rates
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SECTION 4
REVENUE REQUIREMENTS

In order to determine the adequacy of present rates, in light of current and future
estimated costs of operation and to assess the Water Authority's ability to meet its
responsibilities now and into the fulure, the first step is fo determing the revenue
requirements and then determine if revenue sources are adequate to meet the
revenue requirements.

Sedion
Revenue requirements are as follows: Reference
Operating expensas {oparate and meintain the utiity on an ongolng bask) 4,1
+  Capital costs {additional and replacements to exsting uthity plant) 4.2
+  Debt service (principal and interast on debt) 43
+  Funding of reserves (zdditions to reserve finds) 4.4

= Revenue requiremenis

4.1 Operating Expenses

The firs! component of revenue requirernents Is operating expensas. Table 8 shows
water system operating expenses as estimated for the years ending June 30, 2010
through 2013. For the estimated years, the amounts have generally been increased by
an Inflation factor of 3% per annum,

Appendix B includes a detail schedule of budgeted operating expenses for sach of the
years ended June 30, 2008 and 2010. The 2008-10 budget represents the Water
Authority's expected course of action and operational plan for the next and future
years, [n most cases the budget provides the best information to estimate fulure
revenue requiremenis. Adjustments were made to budget amounts as appropriate
fram the most recenily available information. Appendix C includes certain workpapers
and calculations showing how budget amounts were adjusted and how significant
operating expense amounts were calculated,

See Summary of Significant Assumptions
And Accounting Policies and Accourtant's Report
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SECTION 4
REVENUE REGUIREMENTS
{continued}
4.1 Operating Expenses (continued)
Tabls & shows the summary of operating expenses for the water system. Adjustments

have been made to the budgel amounts to rectassify costs to the appropriate expense
category. See Appendix B and C for details.

TABLE 8
SUMMARY OF WATER SYSTEM OPERATING EXPENSES
Estimated (in collars)
For ysar ending Juna 30,

Description 2010 2011 212 213
Sourca of Eupply $ 1,180,582 ¥ 1,303,360 5 1,413,580 % 1.034.822
Water treatmenl 70,008 2100 74,263 78,491
Transmission and diskribution 1.857 650 1,813,276 1,870.875 2.028,794
Customer acoounts 100,000 103,000 106,080 108,273
Other operating expansss B32,530 857,508 883232 909,728
Gensral and admiaistrative 973,500 178,705 184 QBT 189,501

$4.104,172 54427047 S463807  £4840700

See Summary of Significant Assumptions
And Accounting Policles and Accountant's Report
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Adelanto Water Authorlty
Report of Revenue Requirements and Waler Rates
June 2009

SECTION 4

REVENUE REQUIREMENTS
(continued)

4.2 Capital Cosis

The sscond component of revenue requirements is capital costs. Capital costs include
additions {0 and replacement of existing utility plant. Refer to Appendix D for detzils of
capital jtems for future years. Also included In Appendix D is a portion of the 2007
Water Mater Plan describing facllities nesded in the future. Due to the anlicipated
magnilude of the upcoming waler rate increases, no capital additions have been
considered for the next four years (through year ending June 2013).

TABLE 8
CAPITAL ADDITICONS AND REPLACEMENTS

Eslimated (In dobars}
For year ending lune 30,

Descriplion 2009 2010 2031 242 2013

Caphial projects:

Project 1 % - 3 . g . 5 - 5
Projeat 2 - v - -
Other - z . -

: 5 - 5 3 5

Less: funded with

new debl issue

Nel capital S - 3 - g - 3 . 5

See Summary of Significant Assumptions
And Accounting Policies and Accountant's Report
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June 2009

SECTION 4

REVENUE REQUIREMENTS
{continued)

4.3 Debt Service Cost

The third compenent of revenue requiremants is debf service. The Water Authority
has debt obligations Identified as 1996 Furchase Agresment Paymenis as well as
Refunding Revenue Bonds 2007, Series A and Refunding Revenua Bonds 2607,
Series B issued in December 2007. The Water Authority plans to refinance the 2007
[ssue in 2009. Appendix G contains the proposed debt service schedule as well as the
1896 Purchase Agresmert payment schedules, Note: The 1998 Purchase Agresment
Amortization Schedule has been caloulated to allow the Water Authority {o compiete
the repaymant of the 1395 Agreamant in a 20 year time span {L.e., pavof in

approximately 2076),
TABLE 10
DEBT SERVICE
Estimated (in dolars}
For yaar ending June 30,
Desgription 2010 2011 2012 2013

199&? Purd';ase Agm § 1,082,070 $ 238,080 5 Y6412 & 606 6548
(Minimum
198986 Purchase Agmil _

) 3 3,079,590 3,233.570 3,385,248 3,665,011
{Optional
2009 [ssue 1.571.818 3,008,841 3.008.941 3,652,416
Total $ 5,743 478 £ 7.180,801 g 7,180 601 $ 7831076

a8 amended /26098 and meodified 2/4/2000 and further amendad 9/1/2008, The balance due as of
B/30/2008 ner the audiled fnancial stalements i= §249,841,391. Minimum annusl payments are 5% of the
gldstanding balance.

“oplinral payments are allowed lo reduce the remaining balance due under the Agresment,

*his annual opfional debl sepvics amaunt shown is based on the principal porbion indud ed on the
amoriizaion schedule 1 Appendlx G, Itis the Water Authority's Intent ks use the Interest 2amed on the
Finariclng Authorily Bands to pay a portian of the optional portion of the 1896 Purchase Agresment. To
the extent te interest earned varies, the optionat partion of the payment can be modifled accomdingly.

See Summary of Significant Assumptions
And Accounting Policies and Accountant's Report
-1G -
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SECTION 4

REVENUE REQUIREMENTS
{continued)

4.4 Reserves

The fourth componant of revenue requirements is the funding and preservation of
reserves. Reserves ars fypicaily used to construct facillties, Infrastructure
replacement, unforeseen contingencies, and to offset various liabilities. The major
categoties of reserves that have been established by the Water Authority are
delineated below, Due fo the anticipated magnitude of the water rate increase, no
additions to reserves have been proposed in the reverniue requirement study.

TABLE 11
REVENUE REQUIREMENT TO FUND RESERVES

Estimated (in doliars)
For year ending June 30,

]
a3
la]
fe]
w—ht
hedy

Description i 2011 2042

|

Rate Stabilization 5 - % - 8 - 3%

Generzl reseves - - -

Total g - 3 - 2 - 5

See Summary of Significant Assumptions
And Accouniing Policies and Accountant's Report
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4.4

SECTION 4

REVENUE REQUIREMENTS
(continued)

Reserves (continued}
» General Reserves

Al the present time, the Waler Authority does not have a formaily established
mechanism to fund a general reserve. Normally, & general reserve has been
recommended o be used for the speeific purpose of accumulating funds for
major infrastruciure replacement. Without reserves on hand to react to emer-
gencies and to take advantage of liming situations, the Water Authority could
end uyp paying more efther through the higher cost of construction or reduced
services. With an adequate resarve, when existing infrastructure is in need of
replacement, the funds will be available, Due to the amount of the preposed
increase, no amount has been proposed as additions to general reserve and
the reserve has been used to phase in the anticipated increzses in rates,

Table 12 shows ths status of reserves for the period June 30, 2008 through
2013, Interest sarned is caloulated at two percent (2%).

TABLE 12
RESERVES

Estimated (In dollars)

Ba 12::':“"} ;uﬂ'ni‘u "ngg ‘ Debl Sepvice Reservas Siabilization
2009 $ 4280005 5 2,863,402 % 2,100,000
Added’ 1,882 443 - .
Interest eamed 123,251 - _
Used {123.251) (2,563,402} (2,100,000}
2010 6,162,538 - .
Addag . . ]
Interest samed 123,251 - -
Used {123,251} .
2011 6,162,538 - .
Added . . -
Interest earnad 123,251 - -
Usad {123,251) -
<012 6,162,538 - i
Added - ) i
inierest zarnad 123,251 - -
Used {123,251) .
2013 $ 6162538 8 S ,

* Added In refirance of 2007 borgls festimaled - actua) will be based an market candiliens al ime of
refinanca)

See Summary of Significant Assumptions
And Acsounting Policies and Accountant's Report
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SECTION 4

REVENUE REQUIREMENTS
(continued)

45 Summary of Revenue Requirements

All components of revenue requirements have been brought fogether below to
summarize revenue reguirements. Table 13 shows total estimated revenue
requirements for the years 2008-10 through 2012-13,

TABLE 13
SUMMARY QF REVENUE REQUIREMENTS

require mant

Desarintion

Estimated (in dollars)
Far year ending June 30,

T;';'e 2010 2011 2012 2043

Operating expanses B $ 4,194,172 3 4427847 § 4,631,907 § 4840700

Capital program ] - . - -
Debi service 10 5,743,479 7,180,801 7.180,601 7,831 076
Resarves 11 - - - -

Total revenue

$ 9937651 ¢ 11.608,548 5 11,812 508 § 12680776

Sea Sumrnary of Significant Assumptions
And Accounting Policies and Accountant's Report
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SECTION &

OTHER REVENUE SOURCES

After revenue requirements have been determined and prior to calculating revenues at
prasent rates, other revenue sources must be identified and quantified.

5.1 Interest Earned

For purposes of the water operation, the Water Authority owns §17,854 078 of
Adelanto Financing Authority Bonds whish pay grineipal and [nterest annually. The
2009-10 budget estimates paymenis of 1,250,000 ennually. Due to the terms of the
bonds, sccurate projection of interest payments is not possible because the amounts
paid are dependent upon multiple factors related {o the redevelopment agency budgst
estimates that have been Used. For rate study purposes, the Inerest of $1,256,000
has been dedlcaled lowards the oplienal portion of the 1986 Purchase Agreement
{See Table 10). [n addition, Interest earned on reserves that are not restricted have
bean identified as interest earned available to offset revenue reguirements {see Table
12}

52 Capacity Charges

The Water Authority collects a “waiar aequisition fee" of $1,350 for each new meter.
These funds ars restricted for acquisition of pumping rights to allow for the additional
permanent supply of water above and beyond existing pumping rights. The water
acquisition fees received by tha City are dependent upon development activity and
these fees have not been used to offset revenue requirements of the Water Authority.

53 Connectlon Charges

Pursuant to Ordinance No. 3, the Water Authority charges $4,450 per 314" meter newly
copnacted to the system.

The Cily of Adelanto considers connection eharges to be “impact” fees and, therefore,
these feas are restricted for capital improvements and to repay debl service issued to
gonstruct projects (o support future growth.

See Surmmary of Significant Assumptions
And Acoounting Policies and Acoountant's Report
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SECTIONS
OTHER REVENUE SOURCES
{vontinued)
5.3 Connection Charges (continued)

Based on the expected additions to total customers as shown in Table 4, the following
connection fee revenue is expecled;

TABLE 14
CONNECTION FEE INCOME
Estimated (in dolars)
Foryear ending June 30,

2010 2011 22 2013

Number of new connaclions
1 (all 3/4") (Table 4)' 2 ¢ 2 2

Connectionfee $ 5.800 $ 5800 $ 5800 3 5,800
Annual connection fee ki - 3 - 3 - 5 .

The customer additions shown in Table 4 are not Included sbove as those customer
addiions are, in fact, reconnects.

5.4 Water Avallablliity Charges

Currently, the Water Authority charges a standby fee {a water avallablfity charge} that
is unrestricied and can ba used fo offset revenue requirements. The fee is based on
acreage znd I8 intended o recover costs associated with maintaining surplus capacity
in the waler system which is intended to be available when vacant properly is
developed. The 2008-10 budget estimates the water availability charges to be
$500,000,

As land Is developed, the standby fee acreage will diminish and in turn the standhy fee
revenus will decrease. Water Authority management has estimated the annual
revenue from standby fees will nof decrease over the next five years.

See Bummary of Significant Assumptions
And Accounting Policies and Accountant’s Report
-24 -



Adelanto Water Authority

Report of Revenue Requirements and Water Rates
June 2008

SECTION 5
OTHER REVENUE S8OURCES
(cantinued)
85 Summary of Other Revenus Sources

Other than the items listed in 5.1 through 5.4, there are no other revenue sources
identified and used in this rate study. The follewing is a summary of other revenue

SOUrces:
TABLE 15
SUMMARY OF OTHER REVENUE SQURCES
Estimated (In dollars)
Foi year ending June 30,
Saclion
Descriatlon No. &0 2011 2012 2013
Interesl earnad B.1 $1.373.251 § 1,373,251 % 1,373,251 $1,373.251
Capadity chamges 5.2 - - - -
Cannection feses 53 - - - -
W aler avaitability charge 5.4 §00.000 500,000 500,000 500,000
Totat other revenue sources £ 1873254 $ 1.873 254 $ 1,873,251 § 1,573,251

See Summary of Significant Assumptions
And Accounting Policies and Accountant's Report
-25 .




Adelanto Water Authority
Report of Revenue Requiremeants and Water Rates

June 2009

6.1

SECTION 6

SUMMARY - RESULTS OF QPERATIONS AT PRESENT RATES

Estimated Service Charge Revenues al Present Rates

Revenues at present rates have been developed by multiplying the estimated number
of cuslomers by meter size by the current service chargs (Table 16) and adding the
estimated consumption times the commedity rate (Table 17).

The following table shows estimated service charge revenues at presentrales. These
amounts have been deiermined by multiplying the number of customers from Table §,
Section 3.3, by present rates.

TABLE 186
TOTAL SERVICE FEE REVENUE AT PRESENT RATES
Year e 7 1 117" . : a Tolal
End aler Size a7 L 112 Z F &, olgl
Monthly Sve Chg $18.47 §27.72 §27.72 $27.72  §2772 TT2
Awvg Cusiomers
YE 6/30/00 7,388 343 2] 24 1 1
Z00g
Annusl service -
charge revenue $1,633,044  §$114,086 52,894 $7.583 2333 5333 £1,758,783
Avg Cusiomers
YE 6/30/10 7.513 343 9 24 4 1
2010
Annual sarvica
charge revenue 31,665,181 $114096  $2,994 $7,083 $333  §33 $1,720.920
Avg Guslomers
YE B/30/11 7.687 343 9 24 1 1
2011
Annual servige 3
charge revenue §1.B97097  §114088 52,904 57,983 $333 53 $1.B22,836
Avg Guslomers
VE 813042 7,657 343 a 24 1 1
2012
Annual service -
sharge revenue 31,697,687 3114086 52,924 §7.083 $333 5333 51,822,836
Avg Cuslomare
VE B/30/13 7,657 343 9 24 1 i
2012
Annual service . "
charge reverus 51,687,097 3114088 52,984 $7,883 3333 §333 31,822,835

Appendix H shows the Water Authority's present rate schedule,

See Summary of Significant Assumptions
And Accounting Pelicies and Accountant's Report
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SECTION &

SUMMARY - RESULTS OF OPERATIONS AT PRESENT RATES
{continued)

6.2

Estimated Commodity Revenue ai Presant Rates

Table 7 in Section 3.5 shows the estimated water sales in total CCFs. The estimated
water sales were multiplied by preseni commodity rates and the following tabie shows
the results. See Appendix A for additional information used (6 project water sales.

TABLE 17
ESTIMATED COMMODITY RATE REVENUE
imaied a .
s | | ST SHELST | L icommony
' (In CCFs)’ Charga® Servica Charge | CCF

2009 1,920,320 {450,000) 1,470,320 $0.95 $1,386,B04

2010 1,955,120 {450,000) 1,505,120 $0.95 $1,429 864

2011 1,989,680 (450,000) 1,539,680 $0.95 51,462,696

2012 1,988,850 (450,000} 1,539,680 $0.95 $1,462,698
- 2013 1,969,680 (450,000) 1,539,680 $0.85 $1,462,606

'See Table 7

2F<’.c»ugh estimate: 7,500 customers x 5§ CCFs x 12 months = 450,000 CCFs (Presert rates do not
apply & commeodity charge untll the 11th unil of waler use,)

6.3

Annual Water Revenues at Present Rates

Table 18 brings together the estimated waler revenues at present rates,

TABLE 18
TOTAL WATER REVENUES AT PRESENT RATES

revenue

Esiimated (In doliars}
For vear ending June 30,

Table
Description No. 2010 2011 a2 204
Service charge "
S 18 $1790,020 31822836  $1.872,836  §1,822.836
Commodity 17 1,429,864 1,462,695 1,462,696 1,462 696
fevanues
Total operating $3220,784  $ 2285532  §3,285532  § 3,205,532

See SUmmary of Significant Assumptions

And Accounting Pelicies and Accountant's Report
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SUMMARY - RESULTS OF CPERATIONS AT PRESENT RATES
(continued)
6.4 Estimaled Results of Cperations at Present Rates

Table 19 shows estimated results at prasent rates:

TABLE 19
ESTIMATED RESULTS OF OPERATIONS AT PRESENT RATES

Esfimaled {in doliars)
Far year ending June 30,
Desaription Trﬁ_ge 2019 2011 218 2013
Sources
Service charge revenpes 16 $ 1,790,920 $ 1,822,836 $ 1.B22.836 $ 1,B22,B36
Commodity revenues 17 4,428,864 1.462 696 1,462,606 1,462,698
Cther revenues 13 1873251 1.873,251 L ABraget  _ 1.B73.251
Total revenues § 5094038 A.0150783 S R1SR7E3  f SISA7AR
Uses

QOnperatlng expanses 8 4,104,172 4,427 847 4,631,907 4,848,700
Capilal program g . . - .
Debiservics 10 5,743,479 7,180,601 7,180.601 7.831.076
Rasgrves i1 L - -
Tolal revenue requirements % 9037651  B11.608.548 211842508  E120B0.776
lJse of reserves « RSF (1.350.,000) - - -
Use of reserves - general _ (2,563,402} - - .
Net revenue regquirem ents _ Bo24243  _ 118608548 11,81 12,680,776

Surpius (Defkclt} $ {930.714) 5 (6.440.765) 36653725 % (7,521,903}

See Summary of Significant Assurnptions
And Accounting Policies and Accauntant’s Report
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SECTION 7

RATE DESIGN PHILOSOPHY

71 Rate Design Phitosophy

Following is a general discussion of the varicus waler raie structures, which have been
cormmonly used by water utilities, and focuses on tha rate structure we feel would be
best for the Adetanto Water Authority,

in considering the alternatives available as a basis for the deslgn of water use rates, it
should be noted that government-owned water utilities have a high degree of flaxibility
in designing rate structures, hecause the rate setting process is strictly a local
governmental agency issue. (n the case of Adelanto Water Authority, the City Councit
establishes the revenue reguirements and resulting retes, In setting user ratas, the
Councl sheuld keep in mind fairness among customer greups, otherwlse known as
rate equity.

Before any rate structure can be evaluated for eguity, one must consider the factors
that can impact and determine rate equity. Comparing rates amaeng communities can
often result In surprising and vastly differing data. Many factors affect the rates
charged by utilittes. Common factors that can have affects on water rates are:

Type of Water Supply
. bnported

. Pumped

. Reclaimed

Avaliabllity of Water Supply
Slorage Management
v Pumping Restrictions

Clality of Water Source
- l.eve] of Treatment
¥ Blending Gonsiderations

Systemn Dagign

Geography
. Age :
. Production, Distribution, and Operaticnal Efficiency
Demand
. Type of Customer Base
. Future Growth Considerations
. Peak Use by Customers
Legal, Politival & Regulatory Consideration
. Investor-owned Utility
v Government-owned Utility
. Subsidies

Goals and Policies of Governing Unit

Gee Summary of Significant Assumptions
And Ascounting Policies and Accountant's Report
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SECTION 7

RATE DESIGN PHILOSOPHY
{continued)

7.1 Rate Design Philosophy {continued)

Each of the majer faclors presented above impact the resulting rate structure of each
individual utlity. These faclors identified above are interretated o one another and any
emphasis an one area can directly Impact or may inversely impact the ulimate rate
structure of g utility,

In considering the equity of a rate structure one must remember that what is equitable
depends on the crcumstances at a pointin time, Offen, a rate structure is the result of
a consensus of the many factors involved,

Many times, policy decisions are made to achieve a particular result, The argument
can be made that a rate structure established fo achieve a particular priority would be
considered equitable. Because of the potential impact of policy decisions on rate
structure, extreme care must be izken in drawing any cencluslons when comparing
rates between entities or assessing equity witheut first exploring and understanding
those policies.

7.2 Fundamental Rate Design Principles

To desigh rates, which are considered fair and equitable, rates should be designed
using predetermined fundamental rate deslgn principles. The following are
fundarnental areas, which should be considered and prioritized prior to designing a rate
structure:

Adequacy Rates should be established to meet the full revenue
requirements of the utility.

Justifiability Rates should be cost based and fairly apportion
costs over the users. (The cost to provide service
should be squitably spread over all customers.)

Simplicity Rales should be easy to explain, understand, and
administer, Simple rates have the perception of
being more fair and non-discriminatory, Complex
rates require additional administration.

Predictability  Rates should resull In {olal revenues and customer
bills which are predictable and stable.

Conservalion Rates should encourage users to make efficient use
of resources (Use water in a non-wasteful manner).

Continuity Rates should be established in a manner which
recognizes the obligation of the ufllity to provide a
certain level of service into perpetulty.

See Summary of Significant Assumptions
And Accounting Poficies and Accountant's Report
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SECTION 7

RATE DESIGN PHILOSOPHY
(continued)

7.3 Rate Philosophy

The fundamentst rate design principles identified In section 7.2 will be considered and
will collectively farm the utility's rate philosophy. A utility's primary methed of
communication with its customers is through utility bills. Through thess
communications the utilily has the opportunity io impart its underlying philosophy to its
customers, A utility's rate structure should send the proper “price signal” to its
custorners, If waler is properly priced, then cusiomers can meake informed and proper
decisions regarding the use of water. A utility's basic philosephy witl ullimately impact
the final rate structure, as will cansideration of the following items:

Pemand

To be cost based and justifiable, rate design must consider the potential demand a
customer may place on the system. The price of water wil be greatly affected by the
demand rate at which the watec is used and conversely, the demand for waler may be
affected by its cost, The demand for water will vary seasonally as well as hourly; this is
referred o as peak demand. The maior cancern assodiated with pesk demands is the
proper sizing of the varipus water facilities to meet these demands. The rate struclure
should develop sufficient revenue to provide for the operations, maintenance, and
capital cost repayment {debt servics) and at the same time; attempt to distribute the
cost equitably to all customers in relation to the benefits derived or the expenses
incurred. This means that a water user who creates a high peak demand should be
charged for the cost of the facllities required to meet and serve that demand. To
recognize the concept of demand; equitable rates can be achieved by dividing the
waler systemn costs into three categories: (1) the cost which varles with the number of
customers, (2) the cost which varies directly with the amount of water produced, and
{3) the cost which varies with the rate at which the water Is consumed.

Value
Simply put, it can be said that most customers only care about three things:

e |s supply available - is the water running?
e s quality acceptable ~ taste and cleanlingss?
e s price agreeable — how much does it cost?

Both the customers and the ufliity are concernad with the level of service relisbility and
the cost of service. However, the utility and the austomer view these items from
different perspectives, The utility is cancerned with the level of service pravided and
the eost to provide that level of service, The customers are concerned with the level of
service recelved and the cost of service recelved. The cusiomer is concarned mostly
about today and less about tomarrow. Whereas the concept-of providing service must
be concérnad with today and also with the future, meaning that the manner of today's
operations must consider the sontinulty of quality service into tomorrow and beyond,
and at the same tme must consider the value to the customer.

See Summary of Significant Assumptions
And Accounting Policies and Accountant's Report
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SECTION 7

RATE DESIGN PHILOSGPHY
{continued)

7.3 Rate Phllosophy {continued)

Conservation

Water pricing has been used by many ulilities to provide an incentive to conserve
water. Before the use of water meters, the water utiiities would divide the {otal cost of
supplying the water by the number of customers, without regard for the amount of
water used, With the advent of water maters, the cost of water could be tied to the
amount of water consumed, The instaliztion of water meters has resulled in a
significant reduction in ihe per capita consumption. Classic economic theory indlcates
that an increase in the price of water should result in a8 decrease in the amount of water
consumed. This theory does not always hold true for residential water consumption.
Experience has shown that a reasonable increasse in water cost has not resuited in
significant reductions in residential water consurmnption. The affluent family that has the
greatest potential for reduction In water use spends only a small percentage of their
incoma on water; therefore, a reasonable and justifiable price increase might not offer
much incentive to those families to conserve water. Since the less affluent family may
not be able to cul thelr waler use and the more affiuent may not be willing to reduce
their consumption, the use of water pricing should not be cansidered the anly means of
reduging residential waler consumption. However, an excessively high or punitive rate
can be established which would penalize the use of waler above a given amount,
Depending upon the armount of water allowed at regular rates, a punitive rate schedule
can Tesult in & reduction in some water uses. The pricing of water to either encourage
or discourage the use of water may result in an ineguilable distribution of water supply
costs, but the rate structure may be considered fait in light of a phliosophy
emphasizing conservation.

Subsidies

I certaln cases communities have created rate structures with economic development
in mind or rates which atternpt to cure a soclal problem such as weltare rates or lifelineg
rates. Rates of these types are merely subsidies provided 1o specific user classes,
Polloy decision can override a theoretically sound technical calculation and result in a
rate structure which aliows interclass and intraclass subsidies. (Interclass = Between
classes; Intraclass = Belwsen users in a class). One must recognize that & rate
strusture providing Inlerclassfiniraclass subsldies can be considered fair and sguitable
given particular policy declsions.

Rate Making is an Art, Hot an Exact Science

in a perfect model, each and every user would pay the exact cost of the service
received - na more, no less. However, even in a perfect model the issue that exists is
the perfect price paid by a user depends not only on the demands and use of that
custemer, but also on al] other customers.  For example, usage by user B may cause
user A's blll to change even though user A's consumpfion stays Jevel, To cure this
problem, rates should be designed to vield reasonable resulis without creating an
undue amount of work for unnecessary precision.

See Summary of Signifloant Assumptions
And Accounting Policies and Accountant's Report
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SECTION 7

RATE DESIGN PHILOSOPHY
{continued)

7.3 Rate Philosophy (continued)

Eqguity

Typically, a utility's rate structure is the result of a compromise of various forces which
collectively develop the basic rale philosophy of a utiity. On occaslon, the forces which
must be considered are contradictory to one another, it must be recognized that a
customer's ideals may be counter to those of the uiillly, and the ideais of one particular
class of customer may be in conflict with another. The optima! rate structure is one
that will result in the maximum fairness given the priorities and philosophies of the
ulility.

7.4 Types of Rates

Several differant types of water rate strustures have been used by water utilities to
meet revenue requirements, These structures have ranged from a flat rate set price
struciure 1o the more sophisticated commodity-demand and base cost plus extra
capacity method, which Includes s number of fastors including demand.

Uniform Volume

The simplest and easiest rate structure is the straight rate, single block rate or uniform
volume rate. Water Is sold at & constant price per unit of water. The cost to the
customer increases in direct propartion to the amount of water consumed. The
straight rate structurs is equitable when the cost of supplying waier (s in direst
proportion fo the amount of water consumed.

Decreasing Block

In most instances, the actual water cosis increase sither al an increasing rate or &
decreasing rate. For this reason the “block” rate structures have been used. Tha unit
cost of supplying water may often decrease with increased amounis of water defivered.
The consumer pays one price for 2 certain quantity of water and a [ower price for any
water used bevond that amount. Thus, the total cost to the consumer increases at a
decreasing rate. This method of seiting rates does not provide an incentive for large
water consumers o conserve wafer,

increasing Block

In order to promote conservation, the efficlent use of resources, or In instances where
the unit cost of supplying waler increases with an increase in demand, the increasing
block rate structure can be used. This design is similar fo the decreasing black
structure; however, it warks in reverse, As the waler consumption Increases, the cost
paid by the consumer increases at an increasing rate. The increasing block rate offers
an incentive for farge water users to conserve water and can also result in a reduced
variation in seasonal water demands,

See Summary of Significant Assumptions
And Accounting Policies and Accountant's Report
- 33 .




Adelanto Water Authority
Raport of Revenue Requirements and Water Rates
June 2009

SECTION 7

RATE DESIGN PRILOSOPHY
{continued)

74 Types of Rates {conlinued)

Lifeline

This type of rate structure establishes a low fixed rate for a minimum amount of water.
The basic purpose of this rate structure is o provide a low rate for minimum gquantity
of water to persons on & low income, bul affluent persons with iow water consumption
woulid aiso benefil, Lifeline rates are a form of subsidy to low income groups, which
can resul In an Inequitable distribution of costs. Water utilifies peint oul that this type
of subsidy is a social function which may be best performed by the proper government
agency other than the water utility.

The types of rate structures listed above are usually applied to the various custorner
classes based on the caleulated cost to serve each of those customer classes.
Comimon methods of cost allocation are the *commodity-demand” and "base-exira
capacity" methods.

Commodity ~ Demand WMethod

In the commuodity-demand method costs of service are separated info three primary
gost functions - demand costs, commaodity coats, and customer costs, Pamand costs
are associaied with providing facilities to meet the psak rates of use, or demands,
placed on the system by the cuslomers, Commodity eosts are costs that tend to vary
with the quantity of water produced and sold. Commedity costs usually include costs
of power, chemicals, purchased water, and other incremental elements, which
increase or decrease, with the amount of water supplied. Customer costs comprise
those costs associated with serving customers lrrespective of the amount of water or
maximum dernand. Customer costs include meter reading, biling, customer
accounting and collecting expense, as well as maintenance and capital charges on
meters and servicas,

Base-Extra Capacity Method

In the base-extra capacity method, all costs are separated into three components -
hase cast, exira capacity cost, and customer cost, In detailed studies these
companents may be subject to further breakdown into subcomponents. Base costs
are costs that tend to vary with the quantity of water used, or commodity costs, plus
those operating and caplital costs associated with service to custormers under average
load conditions, without the elements necessary fo mee!l water use variations and
resulting peaks in demand, Base costs include operating costs of supply, freatment,
pumping, anc distrihution facilities, as well as capital cosis for water plant invesiment
associated with serving custemers to the extent required for a constant, or average,
annual rate of use, Extra capacity costs are costs associated with meeting rate-of-use
requiremants in excess of average, and include capital and operating charges for
additional plant and system capacity beyond that required for average rate of use,
These costs may be subdivided into costs necessary to meel maximum-hour extra
demand, maximum-day extra demand, or other extra~-demand criteria appropriate for a
particular demand, just as in the commodity-demand method,

See Summary of Significant Assumplions
And Accounting Policles and Accountant’s Report
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SECTION 7

RATE DESIGN PHILGSCGPHY
{continuec)

7.4 Types of Rates (continued)

To properly prepare a rate structure based upon the commodity-demand methed or the
basic-exira capacity method, the utility must have sufficlent historical data on water
consumption and water cosis. This data Is necessary for the distribution of the annual
watar costs o the various cost components such as treatment, ransmission,
distribution, storage, fire prevention, etc, A statistical analysis of the historicsl water
use data Is also required fo establish the proper peak use faclors for the different
categories of water users such as residential, commercial, industrial, and institutional.
Without reliable historical data, the development of either of these rate structures may
not be possible,

Fire protection may be an addilional basic cost function under either method of
allocating costs.

The typical rate structure types can be summarized with pros & cons as follows:

Type Pros Cons

Revenue predictability /

Flat Rats stability Mot consevation minded
Declining Block Revenue stability Not conservation minded
increasing Block Pramotes conservation Pu niﬁ:r:s?;;“r;venue

Seasonal | Promotes conservation Revanus instability

Lifsling Promotes conservation / Soclal subsidy

politically favorable

Perceived as most fair / I some cases can resulf

Uniform Volume o o o
easy (o administer in improper price signal

See Summary of Significant Assumptlons
And Accounting Policies and Accountant's Report
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SECTION 7

RATE DESIGN PHILOSOPHY
{continued}

7.9 Trends in Rate Making

At the current time, there seems lo be a trend in rate making toward the uniform
volume rate with a monthly service charge. Presently, the California Public Utilities
Commission recommends that private utlfitles allocate 50% of the fixed cosls
component of revenug requirements to the service charge with the remainder
allocated, along with variable cost, to the water use {or commuodity) charge. Best
Management Practices (BMP's) as adopted by the California Urban Water
Conservation Coundil, specifically In BMP 11, have established that “conservation
pricing provides incentives to customers o reduce average or peak use, or both®. Both
uniform volume rates and increasing block rates qualify for use within BMP 11,
Increasing biock rates are also called “Hiered rates", Many municipalittes have adopled
a liered rate structure to discourage inefficient use of water by their customers.

76 Selection of Rate Design Methad

In the preceding sections we have discussed rate phiiosophies and different types of
rata structures which may be developed. However, before the design of a rate
structure is completed, the administrators and policy-making authorities must make
certain decislons. Under any rate methodalogy, the total revenues generated by or
allocated to the operation of the water system should equal the cosis of operaling the
waker gystem (revenue requirements). Water rates should be designed to produce
sufficient revenues 1o provide for the cost of furnishing adequate water service,
including maintalining the system, debt service, and provide adequate funds for normal
replacements and to prolect future water supply. These revenue requirements should
take inlo consideration not only the current year's requirements, but should be
projected over a period of several vears, in an effort to smooth out year to year
revenue requirement fluctuations. Rates should also be designed in a manner which
will recaver the costs of serving different classes of customars while maintaining
reasonable equity between the customer classes.

Fundamentally, rates must be designed so that tatal revenues will equal revenue
requirements, and optimally, the water rates should be designed so that all “fixed"
costs would be recovered by service charge revenues and all "variable” costs would be
recovered through the commodity rate revenues. The advaniage of this type of rate
design is that the Water Authority couid continue to meet its fixed obligations, even if
all consumers suddenly and drastically reduced consumption of water, since the
service charge is billed regardless of the amount of waier used. Because water utllities
are high fixed cost type of operations, a semi "lat rate" design usually occurs if rates
are designed using this method, and rates designed sirictly In this manner can be
counter-productive to conservation efforts because a consumer can drastically reduce
water consumption while impacting their waler cost very little.

See Summary of Significant Assumptions
And Actcounting Policies and Accountant’s Report
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SECTION 7

RATE DESIGN PRILOSOPHY
{continued)

7.6 Selection of Rate Design Method (continued)

In addition to the above considerations, the Water Authority also must factor in the
water supply issues facing the Mojave Basin area. Water Authority statistics show the
average customar {3/4" connection) uses about 500 gallons per day (GPD). Estimates
by the City of Adelanto’s enginesr have shown that each dwelling unit {each home or
3/4° connection) piaces about 200 GPD into the sewer system. The difference
hetwaen the 500 GPD coming info each house and the 200 GPD leaving each house
is assumed to have been used "ocutside” the home. [t is this "cutside” use that provides
the most likely area for improvement in efficient use of water,

1.7 Rate Seliing Process
tn very simple tecrmis, the overall rate sstling process is as follows:
Revenue Requirements = “How big is the pie"

-and-
Rate Structure = *How to slice the pie”

Miost of the factors listed above influence the “size of the pie", whereas policy decisions
primarlly drive how to "slice the ple",

Typically, the rate seliing process is a three-slep process:

1. Revenue reguirements ara as follows:

Qperating sxpensas {uperate and maintain the wility on an ongoing basis)
+  Capital costs {additions and replacements 1o existing utdity plant)
+  Debtservice {principal and interesi on debt)
+  Funding of reserves {additions to reserve funds)

=  Revenlue reguiremenis

2. Determing the Cost of Sarvice

Once revenuerequirements have been detemmined, Step Z |s to allocate these
requiremants to the various classes of services.

3. Determine Rate Structure most appropriats to the circumstances

Step 3 s to design a rate struchure which most eguitably and fairly spreads the costs to
the cusiomers,

See Summary of Significant Assumptions
And Accounting Policies and Accountant's Repori
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SECTION 7

RATE DESIGN PHILOSOPHY
{continued)

7.8 Propased Methad of Rate Design

We recommend that a variation of the uniform volume rats method with a terad
commodity rate be used {o design rates for Adelanto Water Authority. This method
would identify various component categories of the overall revenue reguirements and
assign each to be recovered through sither the service charge or through the
commaodily rate,

identified ‘ Basis for
Component Category Includes Allocation Recovered From

Meler reading,
Customer accounts |  biling, and meter Meter size
1 repairs

Eervice charge

District overhead,
Administrative and payroll, office
general administration, and
conservation efforts

Meter size Service charge

Cost of getting
Source af.supply water from point of Gonsumption Commodity charge
and pumping purchase to

censumer

Delivery chargs

- Cost of raw water
(trapnsmission,

distribution, and 22:9;;222:% Consumption Commodity charge

denreciation

Sa pit:; ca:;s, debt Caé: :a;]dp‘:;ojec? ravie;er size Service charge and
ervice, @ an Hens 1o n . commodity charge

Teserves resarves cansumption

Water treatment Costs of fems such Consumpflion | Commeodily charge

as waler lesting

Iif the Water Authorlty rates were deslgned in this manner, the rates would be made up
of essentially two components: the service charge {fixed} allocated based on meler
size and the commodity rate based on water used. However, the identified component
styte of rate design can allow the Water Authority o readily pass any increase In costs
to customers with minimal caleulations, For example, If the cost of purchased power
were increased, the increase In the “source of supply and pumplng costs” would be
passed through to the customer based on their consumption as part of the commodity
charge and can be specifically identified on the billing. Likewise, any decreases in
costs could be easlly passed through by adjusting the commedity charge.
See Summary of Significant Assumptions
And Accounfing Policies and Ascountant's Report
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SECTION 8
DEVELOPMENT ARD DESIGN OF RATE SCHEDULES

8.1 Rate Determination

in order to determine what the user rates must be for water service provided, the costs
of providing that water or the revenue requiremeants must be defermined.

As shown in Section 6.4, for the 2008-10 year, without an Increase In water revenues,
the Water Authorlty would experience an estimated revenue deficiency. To ootrect this
situation, the Water Authority has the following options to allow it 1o recover all revenue
requirements:

i. Increase user rates,

2. Reduce revenue requirements. {Defer capital projects or forego
maintenance.)

3. Borrow funds to cover shortfall, (Defer increase {o future periods.)

4, Drawfrom reserves. Note! Reserves beyond the debt service reserve
{restricted) and tha Rate Stabilization Fund are extremely limited.

Assuming optiong 2, 3, and 4 are ruled out, as demansirated in Section 8.4 revenues
for 2008-10 at present rates would need to be increased approximately 28% fo mest

revenue requirements for the 2009-10 vear. As demonsirated in Tabie 19, in order 1o
generate adequate revenues 1o meet revenue requirements in the 2010-11 vear, the

present revenuss would need to be increased by approximately 196%.

The following sections of this report show the methodology (explained in Section 7.8)
used to design rates which will generate adequale revenues 1o meef revenue
requirements (as shown in Section 4.5},

Sse Summary of Significant Assumptions
And Accourting Policies and Accountart's Report
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SECTION 8
DEVELOPMENT AND DESIGN OF RATE SCHEDULES
(continued)
8.2 Rate Design
Table 20 below shows the estimated 2008-10 revenue requirements with additonal

breakdown as well as how other ravenusas have been aliocated to offsef certain costs,

TABLE 20
ALLOGCATION OF REVENUE REQUIREMENTS
For the year ending Juneg 30, 2010

, Table . Commaodity
Description No, Total Service Charge Charge

Operating expenses

Source of supply 8 § 1460592 % - $1.160,5882

Waler reatment B 70,000 - 70,000

Transmission &

distibution B 1,857 550 - 1,857,650

Cusiomer accounts 8 100,000 100,000 -

Other operating expense 8 B32,530 - 832,830

Genaral 8 admin 8 173,500 173,500 -
Capital projecls g - - -
Dabt service iG 5,743,479 2827819 2,814,660
Reserve funding 11 - - -

©.837.651 3,201,319 B, 736,332

Less;

Use of Rate Stabillzation 19 (1,350,000} (1,350,000)]

Furd

Use of general reserves 18 (2,563,402} (2,563,402)
Less ofher revenue sources
avallable:

Interest eamed . 15 {1,373,251) {1,373.261) -

Capacity charges - - -

Caonnection fees 15 - - -

Availabllity charges 15 (500,000} (500,000} -

Subtotal use of reserves (5,788,653} {1.873,251) {3.913.402)
Net revenus requirementis B 4350008 & 1328068 F 2022930

Seze Sumrmary of Significant Assumptions
And Accounting Policies and Accountant's Report
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SECTION 8
DEVELOPMENT AND DESIGN OF RATE SCHEDULES
{continued)
8.2 Rate Design (continued)

Table 21 shows the calculation that develops rates designad to mee! estimated 2008-
10 revenus requirements.

inoreasing rates in the upper Hiers increases the amount of revenue collected In the
upper tier, therafore, rates in the lower ters are decreased in order lo produce the
desired level of revenue requirements,

TABLE 21
DEVELOPMENT OF RATES
. ' Commedily
Faor year anding June 30, 2010 Tolal Bervice Charge Charge
Rate culoulation:
Nel revenus requirements $4,150.898  §1,328068  £2,822,830
Service charge - # of 3/4° meler equivaients 8279
Annual chame per 34" meter 5180.57
Calculaled monthly charge per 3/47 meter $12.38
Usg ——= 1338
Commodily eharge -
Eslimated water o be sold in CCFs 1 BRE 190
Caictlaled charge pet GCF 8144
Tiwr Rale Bineiurs! H
L Par tonth I SCFs Bate Revenye
Mon-Resigenlist Al 00040 5125 5 250,000
Rassienial:
19l Tiey 11020 1,404,005 £1.28 1.765420
2nd Tier Mo ¥75.512 2.6 276,196
2rd Titr Ovar 35 17B.512 £2 50 A38.780
1956120 5 2,822,108

See Summary of Significant Assumptions
And Accounting Policies and Accountant's Report
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9.1

Proposed Rates

SECTION @

PROPOSED RATES

The rates designed in Sectlon 8.2 would be adequats to generate revenuss of
54,150,998, As discussed in Section 8.1, this would represen{ a 28% Increase in
overall water revenues,

As demonstrated in section 6.4, Table 19, the years 2010-11 through 2012-13 also
show revenue reguirements exceeding revenue sources. Shown here are the
approximate percentage increases needed (o allow revenue sources o equal revenue

requirements,

. Approximate
Yii;ir;ddng Needed Incresse Mt@
2010 $220,214 28%
2011 $6,448 765 196%
2012 $6,6683,725 203%
2013 57,521,893 226%

The Adelanto Water Authority oblaing its ground water supply from wells in the Mojave
Basin and is bound by the adjudication which restricts water pumped from the Molave
Basin ground waler ares, The City of Adelante has total base annual produgtion
allowance annually, Due to the condition of ihe ground waler basin, the watermaster
has determined that 60% of the base annual production should be allowed as “free
production”. The free production allowance for the 2008-08 year is 4,418 acre feet.
The followlng table shows the projected water neads of the Water Authorlty versus the
free production allowance.

Projected water ~ Free Produclon  Free Praduction
Year Ending Sales Unaccounted  Nesded Allowance' Allowzncs
June 30, {acre {eel) For (acre feet) {acre feet) % of Needs
2008 4408 7% 4,717 4,418 94%
2010 4488 T% 4,802 4,418 92%
5011 4568 % 4,888 4,418 90%
2012 4568 % 4,688 4448 90%
2013 4568 7% 4,888 4418 90%

'60% of base annual sliowance

The Water Authority can pump quantitizs of water in excess of its "frea preduction
allowance” (FPA) if the water is available. However, the Authority will incur a
replacement obligation for the water exceeding the FPA. Contained in Appendix Cis a
calculation that shows the estimated additional revenue requirements caused by
excess pumping. Water Authority managemen! recognizes the need to get lts

See Summary of Significant Assumptions
And Accounting Policies and Acceuntant's Report
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SECTION 9

FRCPOSED RATES
{continued)

8.1 Proposed Rates (continued)

customers o use water more efficlently which will reduce the overall need for water
and, in turn, will reduce overall operating costs. In addition to ongolng water
awarenass measuras put forth by the Watar Authority, the implementation of a tlered
rate structura will help induce customers to reduce water usage, The target usage per
customer in the 201213 year has been identfied as 18 CCFs maonthly which equals
about 400 gallons per day,

Proposed rates have identified three tiers for the commoedity rate in the year 2000-10:

TABLE 22
TIERS FOR COMMOEITY RATE
2609-10
Monthty Lise Bass Rale Makeup Reduction  Total Commodity
gep! N GGFs par GGF  walsr Rale®  |desntive Rafe psr CCF
1% Tier 0-800- 0-20 $1.25 §0.00 §0.00 51.25
2™ Tlar 501-B72 2135 $1.25 30.91 §0.00 32,16
a¥ Tigr  Over873 Qver 35 51.25 $06.81 50.34 §2.50

Tgatons par day
$398 per acre foot = $0.91 per CCF

At the present time the Water Authority does not have stetistics avallable to pinpaint
precisely how much water has historically been used in each of the propesed tiers,
Based on statistics gathered at another water purveyoer in the Scutharn California ares,
an estimate has been made to predict how much of the total residential water use will
ocour in each of the established tiers.

Ter  CCEs  LUss

1st 0-20 80%
Znd 21-35 10%
ard Over35 10%

See Summary of Signiflcant Assumptions
And Accounting Policies and Accountant's Report
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SECTION®

PROPOSED RATES
{continued)

8.1 Proposed Rales (continued)

The total residential water consumption has been allocated to the tiers as follows:
{Note: Appendix A shows the detail calculations used to determine the following
projections.)
TABLE 23
ESTIMATED WATER CONSUMED BY TIER

Estimated {in CCFs)
For year ending June 30,

2010 2011 2012 2013
1= Tler 1,404,096 993,808 794,840 794,840
M Tigr 175,512 497,420 586,904 586,904
3™ Tler 175,612 208,452 387,936 397,936
Non Residential 200000 260,900 200,000 204,060

The above amounts have assumed that 3/4" customers will not respond o
conservation measures and reduce annual usage by zero (0) CCFs per year in each of
the next five years,

Anether factor to consider in caleulating proposed rates is how each existing customer
will be impacied by a change in rate structure. The intent in this instance is, with the
exception of waler wasters, {0 not aver burden any particular type of customer with a
dispraportionate share of the increase. For example, tha Water Authority, In its
present rates, has a "lifeline” rate whereby a customer meeting certain criteria would
be charged a preferaential rate for water, about 20%-40% less than the non-gualifying
rate, Although = "lifeling" rate will not be proposed, censideration has been given not
o implement anincrease to this class of custamer that will be dispreportionate te the
overall revenue increase. To accomplish this, while at the same time doing away with
any “fres water” included in the service charge, the preliminary test calouiztions were
performed {o see how a customer with low usage will be impacted.

Customer Using Present Hatas incregse Preliminary Rate
10 CCF's or less $18.,47 $13.38
Adjustment for 5 CCFs’ $0.00 $6.25
Monthily Service Charge Portion 6.28% $19.63

1Adjustment to account for the "free water” includad b the present service charge
{hased on Table 17).

The tes! calculation above shows that a monthly service charge of approximately
$13.38 par month {without any free water usage included) would resuit in an
approximate increase of 6% for a customer using 5 CCFs per month.

See Summary of Significant Assumptions
And Acoounting Polictes and Acceuntant's Report
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SECTION G

PROPOSED RATES
{eontinued)

8.1 Proposed Rates {continued)

The foliowing ars proposed rates designed o allow the Water Authorily to gensrate
adequate revenues (o meet revenue requirements as determined in Sectlion 4.
Appendix E contains individual worksheats far each of the years 2009-10 through
20112-13 used to arrive at the proposed rates.

TABLE 24
PROPOSED RATES (in Dollars)
FOR 2010-13 YEARS

(in Doliars)
Year Ending June 30,
ieler Meter

Descripton Size | Equivalent 2010 2017 2012 2013 |
Service charge - 34" 100 $13.38 $18.80 $1B.88 $26.50
mionthly 1* 187 $22.34 $31.56 $31.70 $44.26
112 333 $44.56 $62.84 . $53.20 §B8.25

2° 5.33 $71.32 $100.74 §101.16 $141.25

3 10.00 $133.80 $180.00 $188.80 $265.00

4° 16.87 $223.04 331506 $316.40 $441.76

Commodity charge Tier 1 §1.25 | $3.40 $3.40 §3.40
{per CCF) Tler 2 $2.16 $440 $4.40 $4.40
Tier 3 $2.50 $5.40 $5.40 $5.40

Nan residential use Tler 1 Rals $1.25 $3.40 $3.40 $3.40

Proposed rates have been calculated to generale revenuas for the 200910 year
adequate fo imeel the 2009-10 revenus requirements.

As noted in Section 8.2, the 2008-10 revenue requirements have included the
utilization of the remalning Rate Stablitzation Fund (§1,350,000), and has exhausted
the Water Autharity reserves (32,563,402), This has reduced the overall 2009-10
revenue reguirements by $3,813,402. The rationale behind this utllizatlon of reserves
was Io give the cusiomer base ample opportunity to adjust water use habits in
anticipation of tiered water rates.

See Summary of Significant Assumptions
And Accourtting Policies and Accountant’s Report
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SECTION g
PROPOSED RATES
{continued)
9.1 Proposed Rates (continued)

The rate increase proposed for the 2009-10 year is intended to be step 1 of a two-step
insrease with the largest portion of the increase coming in year 2 {effective 7-1-10).

Appendix E demonsirates the calculation of rates for each of the years 2008-10
through 2012-13.

To achieve desired revenues and to encourage continued conversation, the amount of
water allowed In each tler has been adjusted gradually downward to give customers a
chance to modify their water use habits should they desire.

The following shows the proposed Hers to be established:

in CCFe
2009-10 2010-11 201412 201213
1st Tier 1-20 1-15 110 1-10
2nd Tier 21-35 16-25 11-20 11-20
3rd Tier 36 + 26 + 21 % 21+
Gallons Per Day
200810 2010-11 201112 2012-13
1st Tier 0-500 0. 375 0-250 0- 250
2nd Tler 501 - 873 376- 628 281- 500 281 - BOO
3rd Tier B74 + 526 + 501 + 501 +

The proposed gradual downward allowable In sash tier is inlended to result in the
*indoor” use being charged in the first tier at the lowest rate (see Sectlon 7.6) and
outdoor use charged at the higher rate. Outdoor use is where the customer s
assumed to have the greatest opportunity fo reduce inefticient use,

See Summary of Significant Assumptions
And Accounting Policias and Accountant's Report
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10.1

SUMMARY - RESULTS OF OPERATIONS AT PROPOSED RATES

SECTION 10

Estimaled Service Charge Revenue at Proposed Rates

Thess amounts have been determined by multiplying the number of customers from
Section 3.3 by the proposad rates In Sectlon 9.1,

TABLE 25
ESTIMATED SERVICE CHARGE REVENUES
FOR 2010-13 YEARS

‘Ee{;r Meler Size kiL it izt T N A" Total
Monlhly Sve Chg 513.38 $22.34 544 56 | 571.32 £133.80 1} §5223.04
Avg Cuslomers

2010 YE BA0AT 7513 343 9 24 t 1
Annual service
thatge revenus 51,206,287 501,851 | $4.892 | §20,540 $1806 | S2.676 51,327,872
Marnthly Sve Chg $£18.90 £31.56 362,94 | §100,74 518800 [ 5315.06
Avg Cuslomers

2011 YE 6/30/41 T RE7 343 2§ 24 1 |
Anaual servios | oy Jagang b 5120001 | se738 | 520,003 |  sa268 | saved| 51008368
charge revenue )
Manthiy Sve Ciyg $18.88 $31.70 $63.20 | $101.16 | F1BGB0 | 331640
Avg Customers )

2012 YE 613642 7657 343 <] 24 1 1
Aanuak service \ | )
charge revenue $1,743,958 1 $130,477 | $6,826 | $29,134 52,278 | B3, 7%7 §1.945,470
Monihly Sve Chg | $2650 §44.26 | 558.25 | $141,25 | §255.00 | §441.78
Avg Cusiomers

2013 YE 6/30/13 7,657 343 2 24 1 i
Annual service | g copone | 342174 | $o.831| sanesn | 53480 | £5301 | $2e75792
charge revenue

See Summary of Significant Assurnptions
And Accounting Policies and Accountant's Report
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SBECTIOMN 10

SUMMARY - RESULTS OF OPERATIONS AT PROPOSED RATES

10.2

Estimated Commodity Revenue aj Praposed Rates

Section 3.5 shows the estimated water sales. This Information was multiplied by
proposed rates in Section 9.1,

ESTIMATED COMMODITY REVENUE AT PRCOPOSED RATES

TABLE 26

FOR 2010-13 YEARS

Year ending MNon
June 30, Residenlial Tler 4 Tier2 Tier 3 Toigl
GCommodily rate’ | $1.25 $1.25 §2.16 $2.50
Estimated
2010 UsageT;cssf 200,000 | 1404008 | 175812 | 175,512
Annual
commodity $250,000 | 81,755,120 | $378, 106 | §438,780 52,823,006
chaige revenue :
Commodity rale’{  $3.40 %3.40 $4.40 $5.40
2011 Usi;:’;’g?;s,z | 200000 | 893,308 | 497420 | 298452
Annual :
commodity $680,000 | $3,378 847 {$2,168,648 | $1,611,641 $7,858,235
charge revenue
Commodity rate’ | $3.40 $3.40 $4.40 $5.40
Estimaied
2042 Usage (CCFS)E 200,000 784,840 505,904 387,836
Annual
sammodity $680,000 | 52,702 456 (32,626,378 | $2,148,854 £8,157,688
charge revenue
Commodityrate'{  $3.40 $3.40 $4.40 $5.40
Estimaled
0
2013 Usage (CCFs) 200,000 | 794,840 | 596,904 | 397,938
Annual
commodity $EB0.000 52,702,456 |$2,826 378 | $2,148.854 $8.157,688
chargs revemnie

'From Table 24
*From Tabla 23

See Bummary of Significant Assumplions
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SECTION 10

SUMMARY - RESULTS OF OPERATIONS AT PROPOSED RATES

{continued)

10.3  Results of Operations at Proposed Rates

Table 27 presents results of operations at proposed rates.

TABLE 27
RESULTS OF OPERATIONS AT PROPOSED RATES
FOR 201013 YEARS

Eslimated (in dallzrs)
For year ending June 30,
Table
Deseription ko, 2040 2011 2012 2013

Revenye Sources:

Bervice charge ravenuss 75 §1,327.672 51,808,369 51,916,470 $2,675,792

Commodity revenuss 26 2,823,008 7,859,236 8,137,588 8,157,658

Qiher revenues 15 1,473,251 1,873 2581 1,873,251 1.873.251
Subiotal revenues $8,024.128 11,640,556 11,947 408 12,708,731
Less:

Operzting expenses & 4,194,172 4427947 4,631,807 4,848,700

Capilal program g 0 0 ¥ 0

Debl service i 5,743,479 T.180,601 7,180,601 7,831,074

Reserves 11 5 : -

" Bublotal vee of reverue 9.937. 11 4 _11.812.508  __12.880.778

Less:

lIse of researves 20 {3,813.402} - -
Tolal use of revanues 5,024,248 11,608 548 11,812,508 12,680,776
Surplus {Delicl) S 1200 52208 G d34001 8. 28888
Pargant 0% 0% 1% 0%

Sea Summary of Significant Assumptions
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SECTION 11
COMPARISON OF AVERAGE BILLS

111 Bill Comparison

As discussad in Section 6, overall revenues need fo be Increased by approximately
186% so that revenues will meet revenue requirements. On average, the typical 3/4"
cusiomer consumes approximaiely 20 CCFs per month. The proposed rate structure
introduces meter equivalents to recognize the demand the larger meler sizes place on
the system. However, the transition from the current rate structure to the proposed
rate struclure will impact individual customers differently. For exampie, under present
rates a ¥4" cusiomer would receive a monthly service charge of $18.47 and be allowed
10 CCFs of water without additional charge. Under the proposed rate structure the
customer wodld be billed $18.47 per month service charge and be charged for all
water used. A 3/4" customer using 20 CCFs under current rates is hilled $27.97 per
month; under proposed rates that customer would be billed $38.38 per month for the
2008-10 vear. if that customer reduced their use by a third (7 units} {which is whal the
Water Authority is irying to achieve), the billl on 13 Units would be $29.63 - a 6%
increase,

In the 2010-11 year if that same typical customer continues o use 20 CCFs per month
of water, their bill would be $81.90; up from $27.87 under current rates, a 228%
increase. Howaever, if thal customer reduced their use by a third, the monthly bill would
increase to $63.10 - only a 125% increase from present rates.

See Summary of Significant Assumptions
And Aocounting Policies and Accountant's Report
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SECTION 11
COMPARISON OF AVERAGE BILLS
{confinued)
11.1 Bl Comparison {continued)

The following table shows how varying custorners will be impacted under the new rate
structure.

TABLE 28
BILL COMPARISON

200810 Year

| Exsting Proposed | | Exisiing Proposed

Weter size % % W -y
Usage (CCFs) 8 § 10 10
Service charge' 318,47 $13.38 31847 $13.38
Commedity charge - 1at Tier® $0.00 $6.25 $0.00 $12.50
Commedity charge - 2nd Tier® $0.00 50.00 $0.00 $0.00
Commodfty charge — 3rd Tier* £0.00 £0.40 §0.00 $0.00

1847 E18.83 21847 £20.88
Percentage Increase (decrease) 6% _ 40%
Meter size W u " W
Usage (CCF's) 18 18 25 25
Sorvice charge' $18.47 $135.38 $18.47 $13.38
Commodity charge - 1st Tie® $7.80 22.50 $14.25 $25.00
Commadity charge - 2nd Tier® $0.00 $0.00 $0.00 $10.80
Comimedity chargs — 3rd Tier §0.00 $0.00 $0.00 0.00

$26.07 3588 RT3 245 18
Percentaga noresse (decrease) 3B% 8%
Meter size pA % W W
Usage {CCF's) 50 50 100 100
Service charge' $18.47 $13.28 $18.4T7 $13.38
Commodity chiargs - 151 Tie® 838,60 £25.00 ) $85.50 $25.00
Commodity chargs - 2nd Tiar® §0.00 $32.40 0,00 $32.40
Commodity charge — 3rd Tier® 30,00 237.50 50,00 §182.50

556.47 $108.,28 $103.87 $233.28
Percentage Incresse (decreass) B2% 124%
*From Table 21
%Fram Table 22

Ses Summary of Significant Assumptions
And Accounting Policies and Accountant's Report
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SECTION 11
COMPARISON OF AVERAGE BILLS

{confinued)
11.2  Comparison with Surrcunding Communities
The propnsed rates presented in Section 9 are designed (o allow the City of Adelanto
o recover its annual revenue requirements. Table 28 below shows how the present
and proposed rates compare o surrounding communities.

TABLE 28

COMPARISON WITH SURRQUNDGING WATER PURVEYQORS

2000-10 Year

Assuming a %" Cusiomer
with Monthly Consumption of;

10 GCFs 20 CCFs 50 CCFs
Clty of Adelanto {present rates) $18.47 $2r.87 $56.47
City of Hesperia $25.15 338,25 $54.25
Victorvile Water District $29.40 $42.80 $99.00
Clty of Adelanto (proposed rates) $2588 $36.88 £108.28
Apple Valiey Ranchos Water Co, $40.39 $70.30 $136.73

2010-11 Year

Assuiming a %" Customer
with Manthly Consumption of;

10 CCFEs 20 CCFs 50 CCFs
City of Hesperia $25.15 $38.25 $54.25
Victorvile Water District $3500 $51.00 $118.00
City of Adelanto (proposed rates) $35.88 £91.90 $248,90
Apple Valley Ranchos Waler Co. $4939 $70.30 $136.73

See Summary of Significant Assumptions
And Accounting Pelicies and Ascountant's Report
-Bo.
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The rates proposed in Section 8.1 were designed fo allow the Water Authority to

SECTION 12
ALTERNATIVE SOLUTION

generate adequate revenues to meet the Water Authority's revenue reguirements for
years 2009-10 through 2012-13, while at the same time encouraging conservation in
water use. In June 200¢, the Water Authorlty conductsd two Town Haill meetings to
solicit input and alternative ideas from the public and customers of the Watar Authority.
One of the concemns raised at the Town Hall meetings was the "saueezing”™ of fiers in
years 2011-12 and 2012-2013. Another concern was the proposed first tier commodity
rate was higher than the rale charged by surrounding purveyors.

121 Alternate A

Based on input received af the Town Hall mestings, an alternative rate caloulation has
been performed and has been identified as "Alternate A",

Alternate A begins with the revenue requirements ideniified In Secticn 4.5 and Includes
the following three modifications:

amount of water allowed In each tier

holds the commedity rate constant in years 2010-11 through 2012-13

reduction in 1896 Agreement oplional payment

Alternate A holds the amount of water allowed in the tiers at the *Step 2" lavel rather

than continuing to "squeeze" their tiers. The AliernateA modifications to tlers is as

follows:

In CCFs

15t Tier

2nd Tler

Irdd Ties

PROPOSED ALTERNATE A
2og8ae  zedo-id zoddz 204213 200810 201041 20141-12 209213
1-20 1«18 1-10 1-10 1-20 i-15 1418 t-15
2t - 35 16 Z5 11-20 11-20 21-35 16 - 25 1626 16 - 28
B+ 26 + 21+ 21+ 36 + 26+ 26+ 26+

See Summary of Significant Assumptions

And Accounting Policles and Accourtant's Report
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SECTION 12

ALTERNATIVE SOLUTION
{continued)

Alternate A (continued)

in additional, Alternate A commodity rate has been held steady in the years 2010-11
through 2012-13. A comparison of Alternative A and proposed rates is presented

below:
PROPOSED ALTERNATE A
3 per COF
200810 209011 2011-12 201213 200810 2040-11 201142 2012413
15l Tier $1.25 $3.40 $3.40 $3.4Q $1.25 §2.40 §2.40 $2.40
Znd Tier 218 $4.40 §4.40 $4.40 §2.18 §3.40 $3.40 $3.40
3rd Tier $2.50 $5.40 $5.40 $5.40 . S2.50 $4.40 $4.40 $4.40

The witimate impact fo the Water Authority of implementing the Alternative A rates is
less revenue. The reduced revenue resulis in less funding available fo make
payments on the optional portion of the 1996 Agreement resulting in a deferral of the
finel payoff date of the 1996 Agreement until 2027 and costs the Water Authority
approximalely an additional $7,000,000 In interest over the deferral period.

The Impact on the customers under implementation of Alternative A is each customer

will lilkkely pay less

than under the proposed rates.

Appendix E, page E-6 presents rate development worksheets using Altemate A rates
and tlers. Appendlx G, page G-8, demonstrates amortization schedule modifications
for the 1096 Agreement if Alternate A rates are adopted.

See Summary of Significant Assumptions
And Accounting Policies and Accountant's Report
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SECTION 12
ALTERNATIVE SOLUTIONS
(continued)
12.1  Alternate A (continued)
TABLE 30

COMPARISON WITH SURROUNDING WATER PURVEYORS
INCLUDING ALTERNATE A

2009-10 Year

Assuming a %" Customer
with Monthly Consumption of:
10 CCFs 20 CCFs 50 CCFs
City of Adelanto (present rates) $18.47 $27.97 $£56.47
Clty of Hesperta $25.15 $3g.z8 §54.25
Victarville Water District $20.40 $42.80 $99.00
City of Adelanto (proposed rates) $25.58 $34.38 $108.28
City of Adelanto (Alternate A} $25.58 $38.38 $108.28
Apple Valley Ranchos Water Co. $49.39 $70.30 $136.73

2010411 Year

Assuming & %" Customer
with Monthly Congumption of:
10 CCFs 20 CCFs 50 CCFs
City of Hesperia $25.15 $38.25 §54.25
Victorville Water District $35.00 $51.00 $118.00
City of Adelanto (proposed rates) $35.88 $e1.90 $248.90
City of Adelanto {Alternate A) $35.88 $76.80 $198.20
Apple Valley Ranchos Water Co. $49.30 $70.30 513673

Ses Summary of Significant Assumptions
And Accounting Policies and Accourdant's Report
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SECTION 13
SUMMARY ANDG RECOMMENDATIONS

131 Summary

As demonstrated in Section 8.4, forecasted revenue sources at present rates will not
bz adequate to meet foracasted revenue requirements for the years snding June 30,
2610 through June 30, 2013. Because revenue requirements are, by definition, the
necessary costs of operating and maintaining the water system, there remain two
possible courses of actlon; 1) identify and implement allernate revenue sources or 2)
increase current user charges.

To enable the Water Authority to generate sufficient revenue to meet the forecasted
revenue requirements, the present water rates nesd to be increased by approximately
29% for the year 2008-10 year with increases of 130% in 2010-11; 2% in 2011-12; and
in the year 2012-13 an increase of approximately 8% will be needed, This immediate
increase is necessary o allow the Water Authority to caver its full cost of service and
meet debl service coverage reguirements, A delay in the implementation of an
increase is not an option. This sltuation could cause a deterioration of the Water
Authority’s financial condition and would result In a drain of reserves of the City which
are ever more difficult to acoumulate and maintain.

The rate caloulation in Table 21 shows that simple uniform volurne rates with a service
charge would need fo be (for a 3/4” customer) a monthly service charge of $13.38 and
$1.44 for all water Used. Proposed rates have been deslgned using an Increasing tier
structure to encourage canservation or water with the ultimate goal of reducing citywide
total consumption to a point thet does not exceed the free production allowance set by
the Mojave Basin Area Waler Master. The propased rates have reduced the service
charge in consideration of customers using the target amount of monthly usage (20
urits) so thal those cuslomers as well as the low quantity users would not have such a
dramatic increase at this time. A customer using 5 units (125 gallons per day) will only
have @ 6% increase under proposed rates,

See Summary of Significant Assumptions
And Accounting Policies and Accountant's Report
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SECTION 13

SUMMARY AND RECOMMENDATIONS
{continued)

13.2  Recommendations

We recommeand the Water Authority effect the proposed rates presented in Section 8,
Table 24 as soon as practicable. Due fo possible changss h the water Authotity's debt
service situation, resarves are not adeguate to sustain present rales in the short term.
The recommended course of action presenied in this report is for an immediate
increase in rates, The Water Authority's present rate siructure allows for 10 CCFs of
water included in the service charge. This means that a househald using 2 CCFs (50
galions per day) is paying the same as a housshold using 10 CCFs (250 gallons per
day). Also, & person needing 50 gallons per day can waste 200 gallons per day without
impacting their monthly bill. The Water Autherity needs to move away from aflowing
any “free water” included in the monthly bill and charge for any and all water consumad
by a customer. The move away from free water towards charging for water fils the
criterla of Best Management Practices No. 11 aa prescribed by the California Urban
Water Conservation Councll that states ... billing for water service based on metered
water use...".

Perhaps the most compelling reason for an immediate increasa is to property price the
water to he able io send an acourate price signal fo the users so the users can make
informed decislons as to water use hahils.

13.3  Allernatives and Consideratinns

As described in Section 8, rates have been devetoped on  component basgis; service
charge and commodity charge. The result of this design method has placed the bulk
of the increase in the commodity charge. The only real “given” in this sifuation Is the
need for an increase in total revenues. This could also be accomplished by adjusting
anly the commodlty rate or by an across the board insrease in present rates. For the
reasons stated earlier in this report, the recommeanded method is a combination of
adjustment to the service charge and commaodity rate.

See Summary of Sipnificant Assumptions
And Accounting Palicies and Accountant's Report
-57 -




Adelanto Water Authority
Report of Revenue Reoulrements and Water Rates

June 2009

14.1

14.2

SECTION 14
SIGNIFICANT ASSUMPTIONS USED IN THIS REPORT

Operational Assumplions
1. Water Autharity will continue to pump 100% of its water supply.

2. City managerment will continue present operating policies throughout the
forecast period (as included in the budget},

3. The cost of electricity will increase by inflation only over the forecast period.

4. There will be decreases and Increases to the number of customers during
the forecast period,

5, The City will successfully complete a refinance of the 2007 Bond Issue
under terms no less favorable than those shown in Appendix G.

Accaunting Assumptions
1. inflation will be 3% for each of the years in the forecast period.

2. The Water Authority will be able to meet all waier related debt obligations in
& limely manner.

3. Capital improvements will be 25 shown n Section 4.2,

See Summary of Significant Assumptions
And Accounting Policies and Accountant's Report
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APPERDIX E
RATE CALCULATION WORKSHEETS

See Summary of Significant Assumptions
And Accounting Policies and Accountant’s Report
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Fepori on Revenus Requirsmenls and Waier Rales

Susne 2608

Appendix £
Deveiopmeni of Praposed Rates
200
. Table . Commodily
Descriplion ho. Tolal Sarvice Charge Charge
Cpaeraling gxpenses
Bourae of supply ] 51,160,892 & - 1,160,592 1
Waier lrealment B 70,000 - 70,000
Trarsmission & disinbulion [ 1.857.5850 - 1,857,550
Cuslamay accounia 2} 100,000 100,000 -
Chiher opsraling sxpenss 8 832,530 - 832,530
Gieneral & agmin 8 178,500 173,500 -
Caplial projecls g B - -
Debl servics 10 £,743.478 2.027.6849 2,815,680
Reserve lunding (use) LA (3,013.402) 3,913,402}
$ g024,248 § 3201318 § 2,822,930
Less olhar revenus sources
avaitable:
Inlerest aarnsd AT {1.373,251) & (1,373.251) % -
Capacily chargas - - -
Gonngelion faas 15 - . -
Availability chargas 16 (500,000) {500,000% -
Nelravanue requrements 3 4,150,998 § 1320068 § 28228200
Development of Ratest |
For year ending Jura 39, 2010 Tenal Servige Charge C((’;:mt)d'w
arge
Ralte paleuiation:
Net revenue requicements § 4,160,858 § 1328088 $ 2522830
Servica ohargs - # of 34" meter squivalent 8271
Annual charge psc 34" maefer S1BD.57
Calculaied monthiy charge par 34" meler §12,38
USE — £13.38
Gommodily charge -
Eslimaled weler io be sold In GOFs 1,865,120
Caleulated chargs per CCF 31.44
Tiar Rala Struclure: ”
Urs Per hMonth nCLF's Rale Revenua
MervReskdantal Al 200,000 326 250,000
Rasidenjal*
ist Tier 11020 1404006 51.25 1,765,120
2nd Tier 211035 176,512 52 16 378,108
ard Tier Over 35 178,412 £2.50 438,780
1,965,120 2,823,008
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Appendix £
Development of Proposed Rates
2091
_ . Comnaglity
Description Table Ke. Tadal Sarvice Charge Gharge
Cperaling expansas
Source of supply 8 $1,303360 § - 51,303,380
Waler lreairment & £72,100 - 72,100
Transmigsion &
distribulian & 1.813.276 - 1,813,278
Cyslomar aceounis & 103,000 108,000 -
Oiher operaiing B BST.508 - 857,505
Generst & admin 8 178,708 178,705 -
Caplid projects g - - .
Det sepvice 10 7,180,601 3,500,800 1,880,801
Reserve funding (use) 11 - : -
5  i1.E083548 & 3,781,705 & 7,626,843
Less other revenue sources
availzhle:
Inlerest eamed 15 $ 11.373,251) § {1,373,251) § -
Capacily charges - - -
Conneclion fees 13 - . -
Avatishility charges 15 (5000007 {500,000} -
Nai ravenue requirements § 8735297 & je0R4%4 &  TRIE RAg
Uevalopment of Raotes: |
For yearending June 30, 2001 Total Service Charge C%mhamrziity
Rata caleulailen:
Het rovenus requlremearls $ 9.735%207 §  1,908.454 3 7826843
Service charge ~# of 3/4° meter equivalents B,415
Aanral chirge per 34" maler 5908 78
Cateulated monlhly charge per 34" meler 81800
USE — $18.90
Cormnodity chargs »
Esiimated waler io be sold in CCFs 1,968,880
Calculated charge par CCF 2309
Thar Rate Structure: "
Lings Par banih I COF's Rale Revenug
NoowResideniial All zn.0m $3.40 BRI
Residential.
15t Ther 1018 830,608 £3.40 3,378,847
2edd Toer 16wk 247,420 $4-40 2,188,644
A Tier Ovar 25 288,482 BS540 1,611,641
1,888,680 7,858,235
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Appendix B
Devalopment of Proposad Rales
2012
- i Cammodity
Descripfion Table No. Tola! Service Charge Charge
Cperating expsnsas
Source pi supply ] §1413560 & - $1.413,580
Waler bealmen g £74,263 - 74,263
Transmissien & distribulion B 1970875 - 1.870.875
Cusiomer accounls 8 106,080 06,0180 -
Diher oparaling expsnse 8 883,232 - aABE32
Generst & admin 3 484.067 184,067 -
Capital projscts ] - . -
Debt sarvice it 7,180,601 3,500,000 3,680,601
Reserve fumding (Wse) 11 - - =1
§  1.512,508 % 3.700.157 & 8,022,351
Lsss othar revenue sourcas
svallable
inlgrest samed 15 g {(1,573,2651) § (1,373.251) § -
Capatily charges - . -
Connection faes 15 - - -
Avallabillly charges 15 JUU |1x K2 2 ) R S -
Nel revenue requiremenls % 0939,757 B 18igs808 5 B022.a851
Development of Ratest L
- : ; Commodity
For yaar gnding Juoe 30, 2012 Total Service Charge Gharge
Rats calculation;
Hal revenue raquitemeanls 5 9,948,257 & 1,818,908 & 8.022.33
Service chargs - # of 34" meter eguivalenl 8,415
Annval ghargs per 3/4° mater $227.80
Caloulaled monthly charge per 3/4* meter 518,68
USE —— $18.08
Commedity charge -
Eslimated waler lo be soid in C0Fs 1,089,580
Calculaled charge per GCF 24,03
Tier Ruto Struntures ,
5 P mh In CCF's Rale _ Reverue
Nan-Reswenlal Al 2000 5240 3 656.000
Residenizl
st Thar Tip 19 784 840 §3 40 2,702,455
2nd Tier 1410 20 536,804 5440 2536378
3l Tier Cver 20 387,838 $5.40 2,148,854
1,880,880 H] 8,157,688
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Appehtix E *
Development of Proposed Raies
2013
. Table . Commexiity
Daseriplion No. Tolal Service Charge Charge
Opereting expanses
Source of supply i3 51,534.822 & 51,534,822
Waler reatmen! 8 $76.491 . 78,491
Tranamiesion &
disribution 8 2,029,704 - 2,028,784
Cuslomar sccounts ] 108,273 108,273 -
Other operaling B 908,728 - a0g, 725
General & sdmin B 189,591 189,581 -
Ceplial projects 9 - - -
Dabl service 10 7831078 4,250,000 3,581,076
Reserve funding (vse) 11 - . .
§ 12B80776 & 4548884 § 4,131,812
Less othar revenue ssLices
avallabia:
Iniarest eamed 15 & (1.373251) $ {1.373,251) & -
Ciapacity charges - - .
Geonneclion fess H) - - -
Availability charges 18 (600,000 (500005}
Nel revenue tequirernents. $ 10,807 535 § 2825613 & MEIR AR
beveloprient of Rates: |
For year endiag June 30, 2013 Tolal Service Charge G%T‘;ZZ‘W
Rate calculatlon:
Net revenua raguiremerds $ 10807526 5 2676613 & A131.812
Setvice charge - # of 3/4” metert B.418
Annual charge per 3M" meler 531798
Caloulated manlhly charge per 3/4° meler $26.50
USE ——t $28.50
Commbdily charge -
Esfimated water 10 be sold in CCFs 1,860,580
Caloulaled charge par CCF 54,08
Tlar Rete Siruciura; ii
Ui Par bispiny ngchs Ralg Revenve
Mor-Residenliz) Al 200,500 %440 B&O.H0
Residanial
1st Tier 1to 18 794,840 5140 2,702,458
2ndd Ther 1% o 23 595,804 5440 2,626,378
3d Tiet Qwer 2 397.936 $5.40 2,148,854
1.858,680 B, 157 6a8
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Adelanto Water Authorlty

Report of Revenus Requirements and Water Rates

June 2008

2008-10 Year

APPENDIX F
BILL COMPARISONS

&ssumption; 3/4" Meters using 28 units per month

Service
Charge Commodity Charge Total
Tler 1 Tler 2 Ter 3 Tiler4

Victorville {current) $16.00 526.80 - - 542,80
Victorville {11/09) $17.50 §29.40 - - - $46.80
Victorville {11/10) $18.00 $32,00 - - - 551.00
Apple Valley Ranghos {eurrent) 529,16 52832 512.82 - - $70.30
City of Hesperia {current) 517.45 §7.70 %1310 - 538.25
Adelanto {current) 518,47 S9.50 - - - §27.97
Adelanto [proposed 09-10) $13.38 525.00 - - £38.38
Adelanto (proposed 16-11} $18,90 $51.00  $22.00 - - $91.90
Adelanto [Alternate A 10-11) $18.90 43800 S17.00 - - $71.90

See Summary of Significant Assumptions
And Accounting Policles and Accourtant's Report
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Adelante Public Utilities Authority

Hatice of Preposed
Water and Sewer Rate Adjnsiment

Apri 27, 2008

The Adzlanto Public Litlkty Authority {APLIA] s proposing adjusiments 1o Lie ombly Retes for Water and Sewer Services. At the vegular meeting of the €y
Councli/aPlJa Board on Aprl 23, 2005 APLA Resolution 02001 was passed, whith sel the public hesting for June 24, 2008, at 7:00RM.

1

bd]

4]

5]

&

‘Repsops for the Pate Adjustment

APUA utility costomers havn been paying The same rates since 2001, Since then the costs 10 pperate the utibities have increased subs tanualiy,
The APLA hat utilized reserves snd vevenue From new sendice cohnectlons (6 pay [or ine Incseased cosks. Reserves are now tless 10 depletion
ant the new service connections have hatted Bue Lo the downturn In the resldential consiruction markal,

Alst, the APUA has wncirred Losts to tonstrucl 3 new wastews er treatment plan! to actsmmpesie Lbe City for severalyesrs,

Stontty Fees
In gdditan Lo the water and sewer rele adjustment, the APUA Is al§p propsting an adjustment la the Water and Sewer Standby Fees. Standby
Fare are ghly lavied on vacenl, underdeveloped propervy to pay fr malolensnse cofts far the portion of the water and sewer syslem that has
been built to 2ccommadate future development and 1o puschise water tights as water demand ingrezses. Withowl an increase 1o the Standby

Fees the Water pnd Sewar rate Increéase would ba substansiabiy higher,

Propased Base kMonllily Water Service Rates

Bate Rate by Meter Size Propotay
R 513.38
1* 522,34
1% _BUA5E
2 $71.32
1 $133.80
L 5273,04
1] Rexitientls) Meters are 2~ -
Proposed Menitily Water Usage (Commodiyd Rates

Tigr- Ralg per Unif

1} 1-20 Units 1.25

2} 1135 Unils 2.16

3} A4 Linits 2nd pbove 2.50

(3} 1 Unit of weier s equal to 1 hundred ouklic [rat of water pr 745 gadons

Praposed Monlhly Sever Usage

Sipte Family Residential Flar Sewer Rate $47.82
haults Famedy Residertizl Flat Sewer Rate 547,82 ger unit
Commescisl/Industrial Flal Sewer Ralem $47.82 per EDU

th1] EDU w Equivatent Dwelling all b # tzhculation 1hat invohes & mung based on the zverage numbet of
einployes pds builvess lype,

TOWH HALL MEETINGE — The City will be condocting two [2) Tawn Hall meetmgs onJune 17 & 18, 2008 st 7:00PM. The mestings are offered to ULty

custerners and are Inteaded Lo share the melhodology used o derlve dhe retes and snswer ety questions that may exist In advence of the Publlc Hearing.
The Trwn Hall mestings will b held a1z

7

Gesert Tralls Elementary Schoof
14350 Bellfiower Straat
Adelante, Calliornla 82301
Weadnesday, June 17, 2008 Thursday, June 18, 2002
Fulil-Purpose Room huiti-Purpese Room
7:00P :DOPM 7:00PM-2:00PM

Adelanto Math and Sclence Acaderny
17931 Jansthon Street
Adelanto, Callfornia 52301

A FUBLIC HEARING ON THE PROPOSED WATER AND SEVWER RLTES WILL BE HELD DN JUNE 24, 2009, AT 7:00 PM 1M CITY COUHCK CHAMBERS, 11600
AlR EXPRESSWAY, ADELANTD, CA 82303,
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NET DEBT SERVICE

Adelanta Public Wiiliey Authorily

Refunding Re S ories i o
efunding Revenue Bonds, Seres 2009 S'C) v 4
Periad Tosul General Debt Service RN VJ S’
Ending Debt Service Fund Reserve Fund Dbt Servien
. 06R02010 1414,099.72 750,000 2 e6a, 00072 WEN L iednzs!
06730201 1 5,099,900.00 5.099,000.00 30083yl | 2050959
06/3012012 5.099.900.00 . C5.099,900.00 Zevp 3 | 2650957
- paanrng 6. 20%400,00 T o o £.202.400.00 36579 | 2572964
06/20r3014 620150000 7 0 T T T T 6 201,500.00
0630128115 6.202.475.00 6,202,475 .00
05/30:2016 6,204,600.00 6,204,600,00
067302017 6,203,475.00 6.203,475,00
06:30/201 8 6.202,193.75 6,202,193,75
0673012019 6,198,537.50 6,198,537.50 ]
(673072020 6,201,575.00 6,201,575,00 :
06/307202) 6,200,312.50 6,200.312.50 |
06/30/2022 6,205,912.50 £,205,912.50 a
06/30/2028 6,197,687.50 6,197,667.50 i
06/3072024 £,204,875.00 £,204,875.00
063072025 6,199,093.75 6,199,003.75
06/3072026 £,202,000,00 5,202,009.60
064302027 5,202,462.50 £,202,4632,50 i
067302028 6,202,525,00 6,202,525.00
06/30/2029 6.201,537.50 6,201,537.50
06:30/20%0 6,198,850.00 A 5,198,850,00
065072031 6.200,350.00 6,200,350.00
06/30/2032 6,199,000.00 £,199,000,00 :
06/30/2033 6.200.850.00 &,200,250.60
06:30/2034 6.199,675.00 5,19,675.00 ;
0B/30/2035 6.199,250.00 6,199,250.060
0643072036 6,198,175,00 6.198,175.00
06/30/2037 6,199,875.00 6,198.875.00
06/30/2038 6.197,775.00 6,197,775.00
06/30/2039 6,200,125,00 6,200,125.00
06/30/2040 6,204,825,00 6,205.912.50 -1,087.50
J87,245.812.22 750,000 620591250 1R0.289,899.72
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CITY OF ADELANTO
ADELANTO PUBLIC UTILITY AUTHORITY
GEMNERAL FUND OBLIGATION

DFIG AMT 21.841,381.00
TEREST 5.00%
AMNUAL PMT 4,171,660.00
TERM
ENDING BALAHCE N
5.00%
PMT TOTAL INT FPRIN
DATE ND PMT PORTION PORTICN BALANCE
21,841,391.00
2009-10 1 4,171,660.00 | 1,092,069.55 3,079,500.45 18,761,800.55
2010-11 21 4,171,8660.00 838,000.03 3,233,569.97 15,528,230.58
207112 3 4,171,680,00 776,441,831 3,395,248.47 1 12,132,882.11
2012-13 4l 4471,660.00 606,648.11 3,665,010.89 8,667,971.22
201314 B) 4,171,660.00 428 398.56 3,743,281 44 4 B24,702.78
2014-15 6| 4,171,660.00 241,235.49 3,830,424.61 594,285.27
2015-16 7 838,899.53 44 714,26 B4 28527 0.00
25,868,95953 | 4,127,668,53 | 21,841,381.00 ]
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SOURCES AND USES OF FUNDS

Adelanto Public Uility Authority
Refunding Revenue Bonds, Series 2009

Dated Date 083172000

Delivery Daie (8:31/200%
Souroes: SERIESA SERIESR ol
Bond Procecds:
Far Amourd 61,350,000,60 16,645 000,00 77,295,000.00
Net OID -088,866.85 ~268,298.% -1,257,165.75
60,361,133.15 16,376,701.10 76.737,834.25
Qther Sources of Funds
Transfer for Prior Rate Swbilization Fund 592,331,19 592,331.1%
Debl Serviee Resenve Fund 3308.384.00 971.710.56 4,280.004,56
Transfer for Prior Rate Stabilzation Fund 1537,668.81 157.668.81
3.900,715,19 1,129.379.37 3,030.094.56
64,261,848.34 17.506.080.47 81,767,928 81
Uses: SERIESA SERIESB Total
Project Fund Deposits:
Swap Termination Payment 3472.500.00 1.051,500.00 4,524.000.00
Refunding Eserow Deposits:
Cash Depasit 54,395,000.00 §4,726,000.00 64,155.600.00
Other Fund Deposits:
Debi Service Reserve Fund 4,881,501,74 1.324,410,7} 6,205.912.50
Capitinhized Interest 580.941.66 160,058.34 75600000
5471443458 1.484,459.05 6,935,912.50
Dalivery Date Expenses:
Cast of Tssuance 428,690.94 116,309.06 545,000,080
Underwriter's Discount 490,800.00 133,160.00 623,960,00
419.490.94 249 469,00 1.168,950.00
Other Uses of Funds:
Additional Proceeds 2,413.95 642,26 4,056,31
64,261,548.34 17,506,080.47 81,767.928.81

Notes:
Assumes 3450,000 for Cost of lssuance

Assumes Underwriter's Discourt not 10 excesd $7/bond

(51
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BOND PRICING

Adelanto Pubbe Utility Autharity
Refunding Rovenve Bonds, Series 2009

Marturity
Bongd Companent Date Anpum Rale Yicld Price
Serial Bond:
11012012 1,125,000 4.000% 3,870% 10,379
1140142013 1,170,400 4,000% 4.300% 9B.86)
11/372014 1,225,000 5.0080% 4,760% 101,08}
1140172015 1,290.000 3.0060% 5.4010% 99.94(}
1172046 1,355,000 3.000% 5.3110% 98,164
1if207 1.4235;000 5.250% 5.540% 28.107
1102018 1,500,000 5.500% 5,740% 98,200
110172019 1,590,000 57508 3.900% 98.856
1120372020 1,685,000 6.00% 6.070% 49,428
1140172021 1,795,000 £.000% 6. 180% 98.466
1472022 1,800,000 6.250% 6,300% 99,544
T1AN /2023 2,030,000 6,250% 6.400% 98.605
110172024 2,158,080 6,250% 6.4380% 97,788
20,245,000
2029 Term Bond:
11403/2029 13,150,000 6.5300% 6.780% 94,934
20%4 Term Bond:
1170172034 18,425,000 T.000% T.070% 99,168
2039 Term Bond:
110112039 26,165,000 7.000% 11508 98.140
77,295,000
Dated Date D&r3172000
Delivery Date 08/31/200%
First Coupon 05012010
Par Amount 77.995.000,00
Criginal fssue Discount -1,257,165.75
Produetion 76,73%7,834.25 98.388146%
Underwriter's Discount «622,060.00 <0_800000%
Purchase Price 76,113,874.25 97.588146%
Accrued Intercst
Nel Proceeds 76,113,874.25
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NET DEBT SERVITCE

Adelanto Public Utilizy Authority
Refunding Revenue Bonds, Serics 2004

Periad Total General Debt Service Neg
Ending Debit Service Fund Reserve Fund Debt Serviee
063102010 3.414,099.72 750,060 2.664,099,72
067307201} 5,099,000.00 5.,099,90(.00
063072012 5,099.9¢0.00 5,089,.900.00
06730/2043 6.,202,400.00 6,202,400.00
06/30/2014 6,201,500.00 6,201,500.00
06/30/2015 6,202,475.00 6,202,475.00
06873012616 6.204,600.00 6,204,600,0(
06/302017 6,203,475.00 5,203,475,00
0673072018 6,202,193.75 6,202,193.75
a30MAN1Y 6,198,537.50 6,198,537.50
0830/2020 4,201.575.00 6,201,575.00
06/3(7202) 6,200,312.50 6,2060,312.50
0673072022 6,205,912.50 6,205,912.50
B6/30/2023 6,197,687.50 6,197.687,50
DEAN2024 $,204,875.00 6,204 875.00
0302025 6,199,093,75 6,199,093.75
D&E/302026 6,202,000.00 6,202,000.00
067302027 £,202,462,50 £,202,462.50
B6/3072028 6,202,525.00 6,262,525,00
(6302029 6,201,337.50 6,201,337.50
Be/30/20040 6,198,850.00 6,198, 850.00
06/3072031 6,200,350,00 6,200,354,00
(673072032 6,199.000.00 6,199,000.00
06/30/2033 6,200,850.00 6,200,850,00
06/30/2034 6,199.675.00 6,195,675.00
06/30/2035 6,199,250.00 6,169,250,00
06/30/20346 6,198,175.00 6.198,175.00
06/3072037 6,194,875.00 6,199,875.00
06/30/2038 6,197.775.00 6,197,775.00
06/30/203% 6,200,125.00 6,200,125.00
06302040 6,204,825.00 6,205,912.50 -1,087.50
187.245,812.22 756,000 6,205,912.50  1B0,289.899.72

-7
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BOND DEBT SERVICE

Adeclanto Public Unility Authority
Refunding Revenne Bonds, Series 2009

Periad

Ending Principai Coupon inteyest Debt Service
(6/30:20140 3.414,099.72 31414,099.72
Oe7I2011 5,095,500.00 5.009.900.00
06/30/2012 5,099,900.00 5.,099.900.00
Q6/30:2013 1,125,000 4,000% 5,077,400:00 5,202,400.00
063012014 1,170,000 4.000% 5,031,500,00 6,201,500.00
0673042015 1,225,000 5.000% 4,977475.00 6,202,475.00
0623012016 1,290,000 5.000% 4,%14,600.00 £,204,600.00
06/30/2017 1,355,000 5.000% 4,848,475.00 6.203,475.00
06/30/2018 1,425,400 5.250% 4,777.193,75 6,202,193.75
(6/30/2019 1,500,000 5.500% 4,698,537.50 0,198,537.50
DEAM2020 1,590,000 5350% 4.611,575.00 6,201,575.00
06/30/2021 1,685,000 6.000% 4,515312.50 6,200,312.50
Do/ (V2022 1,795,000 6.080% 4,410,012,50 6,205,912.50
Dora2023 1,900,000 6.250% 4207 687.50 6,197,687.50
06302024 2,036,000 6,250% 4,174,875.00 0,204,875.00
(6302025 2,155,000 6.250% 4 (144 09375 6,199.093.75
0673072026 2,300,000 6.500% 3.902,000.00 8,202,000.00
06/30,2027 2,455,000 6.500% 3,147.462.50 6,202,462 .50
0673072028 2,620,000 6.500% 3.582,525.00 6,202,525 00
0673072024 2,795,000 §.500% 3.406,537.50 6,201,537.50
(673072034 2,980,000 6.500% 3.218.820.00 6,198,850.00
06/30/2031 3,190,000 T.000% 3,010,350.00 6,200,350.00
06/30/2032 3,420,000 7.000% 2,779,600.00 6,199,000.00
0643072033 3,670,000 7.000% 2,530,850.00 6,200,850,00
06/3 (22034 3,935,000 7.000% 2,264,875.00 6,199,675.00
0613012055 4,220,000 1.000% 1,979,250.00 6,199.250.00
Q6302036 4,525 (00 7.000% L673,175.00 6,198,175.00
06130/2037 4,855,000 7.000% 1,344,875.00 6,199,875,00
06/30/2038 5,205,000 7.000% 992,775.00 6,197,715.00
08I30/2039 5,585,000 7.006% 615,125.00 6,200,125.00
046/30/2040 5,995,000 7.000% 209,825.00 6.204,825.00

71,995,000 109,250,812.22

187.245.812.22

&




CITY OF ADELANTO
ADELANTO PUBLIC UTILITY AUTHORITY
GEMERAL FUND OBLIGATION

ASSUMED PAYMENTS UNDER ALT A

ORIG AMT 21,841,391,00
IMTEREST 5.00%
5,00%:
PMT TOTAL INT PRIN
DATE NO PMT PORTION PORTION BALANCE
24,841,381.00
2009-10 i 1,092,069.55 | 1,002,088.55- 0.00 21.841,321.00
2010-11 2| 2,730,628.00 1 1,002,068,55 | 1,638,059.45 20,202,831.55
2011-12 3| 2,018,558.00 ; 1,010,141.58 1,008,417.42 18,184,414.13
201213 4| 1,909,661.00 959,720.71 949,540,29 18,244.473.B4
2013-14 5 1,909,661.00 912,223.69 997 .437.31 17,247,036.53
2014-15 81 1,909,661.00 BE2 351.83 1.047,309.17 16,108,727.36
2015-18 71 1,909,661.00 809,886.37 1,098,674.63 15,100,052.73
201617 8| 1,809,661.00 T55,002.64 4,154,858.36 13,845,.304.37
2017-18 gl 1,809,661.00 6887 268,72 1.212,361.28 12,733,003.0%
2018-19 101 1,808,6681.00 836,850,159 1,273.010.85 11,459,992.24
2019-20 11| 1,808,661.0D 872 696,861 1,336,6681.38 10,123,330.685
2020-21 12} 1,800,661.00 506,166.54 1,403,484.48 B,715,836.3%
2021-22 13] 1,800,661.00 435 861,82 1,473,668.18 7.246,187.21
2022-23 14| 1,809,661.00 362,308.26 1,547 ,352.64 5,608,814.57
2023-24 15| 1.809,681.00 284,040.73 1,624, 72027 4,074,004.30
2024-25 161 1,808,661.00 203,704.72 1,705,956.28 2,368,138.02
2025-26 17| 1,809,661.00 118,408.80 1,781,284.10 576,883.92
2026-27 18 B05,728.12 25,844.20- 576,083.92 0.00
33,162,239.67 | 11,340, 848.67 | 21,841,391.00

-6




Adelanto Water Authority

Report on Revenue Requirements and Water Ratas

June 2009
Appendix H
Residential Use Altlowed in Each Tier
Meter Meter
Size Equivalency 2008-10 2010-11 2011-12 2012-13
Tier 1 1-20 1-15 1-10 1-10
3/4" 1.00 Tier 2 21-35 16-25 11-20 1120
Tier 3 36+ 26+ 214 21+
Tier 1 1-33 1-25 1-17 1-17
1" 1.67 Tler2 | 34-58 26 - 42 18- 33 18 - 33
Tier 3 58 + 42+ 33+ 33 4
Tier 1 1-67 1-50 1-33 1.33
1-1/2" 3.33 Tierz | 68-117 51-83 34.- 67 34.- 67
Tier 3 117 + 83 + 67 + &7 +
Tier 1 1-107 1-80 1-53 1-53
' >.33 Tierz | 108-187 | 81-133 | 54-107 | 54-107
Tier 3 187 + 133 + 107 + 107 +
Tier 1 1-200 1- 150 1-100 1-100
3" 10.00 Tier2 | 201-350 | 151-250 | 101-200 | 101-200
Tler 3 350 + 250+ 200 + 200 +
Tier 1 1-335 1-250 1-167 1-167
4 16.67 Tierz | 335-583 | 251-417 | 188-334 | 168-334
Tier 3 583 + 417 + 334+ 334 4

H-1
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June 29, 2002

hr. Bill Aylward

Finance Director

Adelanto Public Utility Authority
11600 Air Base Road
Adatanto, California 82301

Ra: Report on Revenue Requirements and Sewer Rates

Dear Mr. Aylward:

At your request and from information provided by Adelante Public Utility Authority, we have
prepared this report entiffled "Report on Revenue Requirements and Sewsr Ratas”, The
report includes a forecast of future operating expenses, debt service, capital costs and
reserves (the components of revenue requirements), and the revenues necessary lo cover
those components for the years ending June 30, 2010 through June 30, 2013, The report
includes historical operating data and projections of future operations used in estimating
the components of revenue regulrements and a summary of significant assumptions as
well as owr recommendations for modifications which should be made to rates as a result
of our study.

This financial forecast presents, to the best of management's Xnowledgs and belief, the
Fublic Utility Authority depariment's expected results of operations at present and
proposed rates for the forecast period. These forecasts are based on manasgement's
assumplions, reflecting conditions management expects (0 exist and the course of action
management expacts (o take during the forecast period, There wilt usually be differences
between forecasted and actual results because events and circumstances frequently do
not oceur as expected, and these differences may be material. Management and Public
Utility Authority staff are responsible for representations sbout its plans and expectations
and for disclosure of significart informalion that might affact the ultimate reallzelion of the
forecasted results,

Because the procedures we petformed during this engagement do not constitute an
examination of a presentation of forecasted information in accordance with standards
established by the American [nstitute of Certified Public Accountants, we do not express an
opinion on whether the Revenue Requirements Study is presented in conformity with
AICP& presentation guidelines or on whether the underlying assumptions provide &
reasonable basis for the presentation. Additionally, the procedures that we performed did
not constitule an audil or review of this information or of the financial statements of
Adelanio Public Utllity Authority. Consequently, we do not express an opinion or any other
form of assurance on those financial slatements, the achievability of the forecast or the




Mr. Bill Aylward
Adelanto Public Uttty Authority
June 28, 2009

Re: Report on Revenue Requirements and Sewer Raies

reasonableness of the underiying assumptions. We have no responsibility to update our
raport for events and circumstances occurring after the date of this repert. Our
engagerment cannct be relied upon to disclose errors, irregulariies, or Hlegal acls, including
fraud or defalcations that may exist.

It is ot understanding this report is for the use of the Public Utility Authority’s Board of
Directors and Public Utiiity Authority Staff to asslst themn in determining proper sewer use
rates and sewer connection fees and, consequently, is intended for internal use only. In
accordance with standards established by the American Institute of Certified Public
Accountants, the terms of our agreament with the Public Utlilty Authority specify that if
management intends (o reproduce and publish the forecast and our report therson, it must
be reproduced in iis entirety. You have agreed io alow us to approve both the first and
subsequent corrected drafls of the document containing the forecast and any
accompanying material prior {o publication.

We appreciate the opportunity 1o be of service to the Public Utility Authority and would like
to thank the Public LUtlity Autherity Staff for their agsistance and cooperation,

Sinceraly,

PEASLEY, ALDINGER & O'BYMACHOW
An Accountancy Corporation

CER

Christian L.. Aidinger
Certified Public Accountant



Adelanto Public Utility Authority
Report of Revenue Requirements and Sewer Ratas
June 2009

EXECUTIVE SUMMARY

The purpose of this repert is to delermine sewer, connection, and avaiiability charges
needed fo ganerate revenues adequate to meet revenus requirements using equitable
design criteria with an emphasis on the consbruction and maintenance of a reliabls
sewage conveyance system over the next 5 to 20 vears,

Estimated revenue requirements (Section 4) for the years 2009-10 through 2012-13
exceed estimated revenues at present rates (Section 6). This results in 2 nead to
increase overall revenues by appraximately 294% for the 2009-10 year (Section 9).
To preserve the Public Utility Authority’s financial condition to the extent possible, the
Public Utllity Authotity should not delay the implementation of the rate increase,
There are several compealling reasons to implement an increase immediately (Section
12). Proposed rates as presented in Section 9 have been designed using sound rate
design philosophy (Saction 7) to generate adequate revenues (Ssction 10) to meet
estimated revenue reguirements (Section 4).

As aresult of this study, rates have been designed to generate increased total
reventas,

The Public Utility Autharity completed its Master Pian in 2007 and this Master Plan
identifies the need for approximately $2,825,400 of capltal Improvements for the
proposed relief sewer and future system improvements to the sewer and wastewater
treatments facilities simply to serve currently connected parcels; approved tracts, and
tentative tracts, Additionally, the Master Plan has identified sewer requirements for
near bufid-cut condition for the entire City. Without the Lewis Home development, the
estimated cost of improvements needed for the near saturation condition is
approximately $97,025,000. Sewer and wastewater treatment provisions for the
Lewis Home development are estimated to be to be an additional $27,432,000.

At present rates, the 2008-10 year totaf estimated revenues are approximately $3.12
million short of operating expenses (see Table 14). Any delay in a rate increase or an
increase of a lesser amount may result in a delay in the capital program or in a usage
of reserves for which no plan exists for replacement of existing raserves.

See Summary of Significant Assumptions
And Accounting Policies and Accountanf's Report
-3.
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Adelanto Public Utility Authority
Report of Revenue Requirements and Sewer Rales
Jung 2009

SECTION 1
PURPOSE AND SCOPE OF REPORT

1.4 Purpose of Study

This report has been prepared to provide information regarding the Adelanto Public
Ulility Authosity's estimated sewer revenue requirements for years ending June 30,
2010, through June 30, 2013, and the user charges available 1o cover these
requirements. Results of operations under present and proposed rates are presented
in this report to provide the City Council members, sewer users, and other interested
parties with data used to suppor proposed changes In rates and connection fees.

The purpose of this revenue reguirement study is three-fold; to:

» Estabiish sewer service rates designed to recover costs of service, to
generate funds for capital purposes (capital improvements and replacements),
debt service, and to fund reserves.

s Use rate design criteria 1o aquitably apportion ths revenue requirements over
the variaus slassifications of users in retationship to thelr contributlon to cost of
servica.

s Recommend rates that address environmental and health concerns
associated with sewer conveyance and wasiewaier treatment.

Revenus reauirements have been based primsrily on budget estimates provided by
{he Public Utility Authorlty for the years ending June 30, 2002 and 2010, and as
forecasted for the years ending June 30, 2011, 2012, and 2013. Revenus
requirements are estimated on a normal year basis, excluding unusual revenues and
unusual costs, and including revenues and costs that would normally ocour but far
some reason weare nat reported in the iatest recorded year or included in the most
recent budget. Atest of adequacy of the rales is shown in Section 10, the results of
aperatians at proposed rates.

1.2 Scope af Repart

This repori contains information providged by the Pubiic Utility Authority's staff about
the sewer system operations and estimated results of operations for the ygars ending
June 30, 2008 through June 30, 2093,

See Bummary of Significart Assumptions
And Accounting Palicies and Accountant's Report
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Adetanto Public Utility Authority
Report of Revenus Requirements and Sewer Rales
June 2009

SECTION 2

BACKGROUND INFORMATION

2.1 History of Operaticns

The Authority is a joint exercise of powers authority organized and existing under and
by virtue of the Joint Powers Agreement betwean the City and the Agency. The
Authority was formed for the purpose of owning, operating, and maintaining the Utiity
Systern. The Utility System currently consists of the Wastewater Enterprise and the
Water Enterprise sarving the City. The Joint Powers Act provides for the (ssuance of
revenue bonds of joint exercise of powers authorities, such 25 the Authority, to be
repaid from gertain revenuss. The Autharity has no ad valorent taxing power.
Pursuant to the Joint Powars Act, the Authority is authorized to lssue lis revenue
bonds for the purpose of financing, among other things, public capital improvement
projects of the Utility Syatam.

The Authority contracts with the City for operating the Wastawater Enterprise and the
Water Enterprise.

The Authority currenily owns and operates & sewer collection system that serves
approximately 7,600 equivalent dwelling units (EDUs). EDU flow is described as the
amount of wastewater that a typical family residential connection would produce per
day. Currenily, Public Utility Autharity service includes 8,191 residential EDUs, 6§38
commerclalfindustrial EDUs, and 747 correctional facility EDUs.

See Summary of Significant Assumptlons
And Acoouniing Policles and Accountant’s Report
-5 -




Adelanto Public Uillty Authority
Report of Revenus Requirements and Sewer Rates
June 2000

SECTION 2
BACKGROUND INFORMATION
{continued)
2.2 Organization
The Authority [s governed by a five-maember commission which consists of all lhe
members of the City Council. The Mayor of the City Is appointed as the President of
the Autharity, The Authority has no taxing power.

The Authority's members and term expiration dates are:

Commission Member Term Expires

Charley B. Glasper, President November 2010
Trinidad Perez, Vice President Mavember 2010
Ed Camarge November 2012
Gene Plehe November 2010
Cari Thomas November 2012

The City Manager is responsible for coordination of all depariments and daily
operations of City business, including operation of the Wastewater Enterprise, the
Water Enterprise and acts as the Executive Rireclor of the Authorify, Current City
Staff assigned io administer the Authorlty are:

D. James Hart, City Manager and Authority Executive Director
Cindy Herrera, City Clerk and Autharily Secretary

See Summary of Significant Assumptions
And Accounting Palicles and Accountant's Report
«B-




Adelanto Public Utility Authority
Report of Revenue Requirements and Sewer Rates
June 2009

SECTION 2

BACKGROUND INFORMATION
{continued)

2.3 Preseni Operations

The service area of the Wastewater Enterprise encompasses the entire Clty limits of
Adelanto. The sewar collection system primarily consists of gravity collection sewers
which tie Into gravily trunk sewers, One portion of the service area located on the
west side of the City north of Alr Base Road is served by a sewer e station and force
main.

Sewer service pipeline ranges from 8" to 21” for a combined total of more than 33
mites of existing trunk sewsr pipeling as show below,

TABLE 1
EXISTING SEWER PIPELNE
Total Length

Pipe Size Feat Milas
g" 37,291.11 7.06
10" 27 £69.51 5.24
12" 64,570.22 12.23
15" 37,869,03 7.17
ig" B.040.68 1.52
21" 1,331.52 0.25
Total _176,772.27 33.47

Source: Sewer Master Plen 2007

2.4 Sewer Charges and Fees
Currently, tha Authority has three typas of sewer charges:

e Sewer Setvice Charges
+ Sewer Connechion Fees
s Sewer Availability Charges

Monthly sewer service charges are billed to sewer customer connected to the sewer
system. This charge pays for the cost of the Authority to operate, manage, and
maintain the sewer system for existing developed properties in the service area. The
current monthly service charge is 511,43 per EDU,

See Summary of Sigrificant Assumptions
And Accounting Policies and Accountant's Repart
-7 -




Adelanto Public Utility Authority
Report of Revenue Requiremeants and Sewer Rates
June 2008

SECTION 2

BACKGROUND INFORMATION
{continued)

2.4 Sewer Charges and Fees {(continued)

Sewer connection fees are for new land users and are collected at the time of
connection (o the sewer system. These connection fees are to pay for coliection,
treatment, and disposal facilities needed to accommodate new development. The
current fee is $86.68 per fixture.

Sewer avallability charges are levied, by property tax assessments, on vacant

undeveloped properties which benefit from the availability of sewer system capacity.
The charges vary based on the undeveloped acreage's proximity to sewer services.

Parcels of land within Zone A reguire no subsiantial Improvements in order t¢ be
connected o the sewar systam,

Zone B acreage daes have immediate sawer availability; however, a moderate caplial
improvermeant would be required fo extend sarvice to this area,

Since Zone G property is located mors than 1,660 feet from existing facilities, the
Authority does not presently levy availability charges on this acreage,

SEWER CHARGES AND FEES

AT PRESENT RATES
Type of Charge Prasent Rates
Service Charge Per month per EDU $11.43
Availabiiity Charges Zone A $27.15
Zoha B $9.05
Zone C £8.70
Connect Fee Per fixture unit $86.68

See Summary of Significant Assumptions
And Accounting Policles and Accountant's Report
-8
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SECTION 3

STATISTICAL INFORMATION

This section containg statistical informetion, as recordad and as estimated for future
years. Accurate projeciions ars oriticat In order that proper and appropriate resuits are
obtained, The following subsections show the current statistical Information and
estimated changes for future years. Projections have been made by the City.
Presently, the Public Utllity Authority's sewer revenues are generated through a
sommbination of two charges — monthly service fees and connection fees, The Public
Authorlty does have the ability to Impose “availabllity” faes on undevaloped land.

s Service chargas — monthly service charged based on EDUs
« Connection fees — per fixture for new connections

3.1 Number of Customers by Land Uss Category

The Publlic Utliity Authority’s sewer customers are categorized by land use category.
Active customers as of June 2009 ara shown below:

TABLE 2
CUSTOMERS BY LAND USE CATEGORY

Pescription EDUs

Pesidentlal 7

Single Family 5318

Mudti Famlly 873 _
Subintal Residental 6,191 |
Non-Residential

Commerclal and Industrlal 638

Comrectlonal Facllity 747

Sthools Q
Subtotal Non-Residential _ 1385 1
Total 7,576 |t

See Summary of Significant Assumptions
And Accounting Polisies and Accountant's Report
-0-




Adelanto Public Utility Authority
Report of Revenue Requirements and Sewer Rates
June 2002

SECTION 3
STATISTICAL INFORMATION
(continued)
2 Growth of Customers
Table 3 shows total EDUs as of June 2009 and estimated additions through 2013.

Customer EDU addilions shown below have been estimated by management. See
Anpendix A for detailed data of customer additions by land use type.

TABLE 3
TOTAL CUSTOMER ADDITIONS
EDUs Connections

Junie 30, 2000 7,578 -
Added YE 8/30/2010 280 -
Removed YE 6/30/10 - -

- As of June 39, 2010 7,865 -
Added YE 6/30/11 - -
"Removad YE B/30/M11 - -
As of June 30, 2011 7,865 -
Added YE 8/30/2012 - -
Removed YE 6/30/12 - -
As of June 30, 2012 7,865 -
Added YE 6/30/2013 - -
Removed YE 6/30/13 - -
Ag of June 30, 2013 7,865 -

See Summary of Significant Assumptions
And Accounting Policies and Accountant’s Report
-0 -



Adelanto Public Utility Autharity
Report of Revenue Baquirements and Sewer Rates

June 2009

SECTION 3

STATISTICAL INFORMATHION
{continued)

3.3 Equivalent Dwelling Units (EDUs)

The demand a user places on the sewer system Is best maasured by equivalent
dwelling units. An "EDU" is desoribed as being the amount of wastewaler that a
typical single famlly residential connection would produce per day. The amount of
wastewater placed Into the sewer svstem per EDU Is 200 gallans per day.

3.4 Average Wastewsater Flow - All Customers

Table 4 shows average wastewater flow for all customers for the years ended
June 30, 1999 through June 38, 2005 based on the actual flow for the years.

TABLE 4
WASTEWATER FLOW
Average Wastewster Flow
For tha Tatal In EDUS
sar endl Total Total Wastewater | Gallons
Y Tune 20 ¢ lConnections| EDUs Flow par month Galtons Gallons
une = (MG/year) perday | per Day
1999 3,793 4,047 367 30,583,333 1,557 248
2000 3,797 4,051 292 24,366,176 6,015 158
2001 3,838 4096 304 25,330,774 6,184 203
2002 4,016 4,275 318 | 26,536,604 6,207 204
2003 4,324 4,806 317 26,377,785 5727 188
2004 5,153 5,440 370 30,833,333 5668 186
2005 §2:2 | 4,542 520 43,333,333 6,624 218

Source: Sewer Master Plan 2007

See Summary of Significant Assumptions
And Accounting Policles and Accountant's Repart
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Adelanto Public Uiility Authority
Report of Revenue Requirements and Sewer Rates
June 2009

SECTION 4

REVENUE REQUIREMENTS

In order 1o determine the adequacy of present ratas, in jight of current and future
eslimated costs of operation and (o assess the Public Utility Authority's ability to meet
its responsibilities now and into the future, the first step Is to determine the revenue
requirements and then determine if revenue sources are adequate fo meet the
revenue requirements.

Section
Revenue requirements are as follows: Refarance
Operating expanses {operate and maintain the utility on an ongoing bask 4.1
Capital costs {addifional end replacements to existing utliity plant) 4.2
Debt service (principal and interest on debt) 43
Funding of reserves {additions to resarve funds} 4.4

Revenue requirements

4.1 Operaling Expenses

The first component of revenue requirements is operating expenses. Table 5 shows
sewer system operating expenses as estimated for the years ending June 30, 2010

through 2013, Faor the estimated years, the amounts have generally been increased
by an inflation factor of 3% per annum, '

TABLE B
ESTIMATED OPERATING EXPENES
Estimaied (in dollars)
For year ending June 30,
Desaription 2010 2011 2012 2043
Faciities and maintenance F 412000 § 424360 § 437,082 § 450,204
Purchased power 250008 257,500 265,225 273,182
Copsuling and ouiside services 286,000 912,580 839,958 968,157
Cther operating expenses 83,000 85,490 88,056 90,699
teneral and administrative 151,000 155,530 160,186 186,002
$1,782.000 §1,835460 81890527 $1,847.244

Appendix B includes a detail schedule of budgeted operating expenses for each of the
years ended Jung 30, 2008 through 2070, The 2009-10 budgst represents the Public
Utility Authority's expected course of action and operational plan for the next and
future years. in most cases the budget provides the best information to estimate

future revenue requirements.

See Summary of Significant Assumptions

And Accounting Policies and Acoountant's Report
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Adelanto Public Utility Authority
Report of Revenue Requiremenis and Sewer Rates
June 2009

SECTION 4

REVENUE REQUIREMENTS
{sontinued)

4.2 Capitaf Costs

The second component of revenue requirements is capital costs, Capital costs
include additions to and replacement of existing utility plant. Refer to Appendix C for
details of capital tems for the years 2009-10 through 2042-13, Also included in
Appendix C is a list of planned maintenance projects as identifiad in the Master Plan.
Due to the expectad magnitude of the rate increase, no capital projecis have been
ideniified and included herain,

TABLEB
CAPITAL ADDITIONS AND REPLACEMENTS

Estimated (in dollars)
For year ending June 30,
Description 2010 2011 2012 2013
Capital projects:
Project 1 § - ¥ - % - %
Project 2 - - -
Other - - -
$ - 5 - § - %
Less; funded with § _ )
new dabt issue
Net capital 3 S - LB -

See Summary of Significani Assumptions
And Accounting Policias and Accountant's Report
-13.




Adelanta Public Utility Authority
Report of Revenue Requirements and Sewer Rates
June 2008

SECTION 4

REVENUE REQUIREMENTS
{cantinued)

4.2 Debt Service Cost

The third component of revenue requirements is debt service. The Public Utility
Authority has debt obligations identified as 1896 Purchase Agreement Paymenis as
well as Refunding Revenue Bonds 2007, Serlas A and Refunding Revenue Bonds
2005 Serles B issued in December 2007, The Public Ulility Autherity plans 1o
refinance the lgsue in 2008, Appendix F contains the proposed debt service schedule.

TABLE 7
PEBT SERVICE

Estimated {In dollars)
For year ending June 30,

Descrplion

2010 2011 ; 2012 ‘ 013

H

1896 Purchase Agmit

L 4 321,558 $ 276,219 3 Z28B13 § 178627
(Minimum)

T e - P VSOV IRV NP PN |

1096 P ;

urchase Agmt 506,782 952,121 099,727 ¢ 1,049,713
(Optional) | :
2008 Issue 1,082.281 | _ 2,000,850 | _ 2,000,959 | _ 2,542,984
Total £ 2,320,621 2 3!319 280 ‘ § 3!319!299 é 3.7715324

E‘As amended 1/26/1988 and modifled 2M/2000 and further amanded 91/2005. The balance due as of 6/30/2008
‘per the avdited financlsl stalemenls ls 36,431,169, Mnimum annual paymenls are 5% of the outslanding

thalanca,
[#0ptionai peymments are allow ed o reduca lhe remalning balance dus under the Agresment.

PR .

See Sumimary of Significant Assumptions
And Accounting Policies and Accountant’s Report
-4 -
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Adelanto Fublic Uttty Authority
Report of Revenue Requirements and Sewer Rates
June 2008

SECTION 4

REVENUE REQUIREMENTS
(continued)

4.4 Resarves

The fourth companent of revenue requirements is the funding and preservation of
reserves. Reserves are typically usad to construct facilities, infrastructure
replacement, unforeseen contingencies, and to offset various liabitities. The major
categories of reserves that have bean established by the Public Utility Authority are
deiineated batow:

TABLE B
RESERVE FUNDING

Estimated (In dollars}
For yvear anding June 30,

Description 2019 2011 2012 2013
Rate stabilization  $352000 § - % - 8 -

General resefves - - - .

Total

See Summary of Significant Assumptions
And Acgounting Policies and Acsountant’s Report
- 15 -




Adelanto Public Utiiity Authority
Report of Revenue Requirements and Sewer Rales

June 2008

4.4

SECTION 4

REVENUE REQUIREMENTS
{continued)

Reserves {continued)
»  General Resarves

At the present fime, the Public Utility Authority does not have a formally
established mechanism to fund a general reserve. With this rate study, a
general reserve has been recommended to be used for the specific purpose of
accumulating funds for major infrastructure replacement, Without reserves on
hand to react to emergencies and ta fake advantage of iming sltuations, the
Public Utility Authority could end up paylng meore gither through the higher
cost of construction or reduced servicss, With an adequale reserve, when
exisling infrastructure is in need of replacement, the funds will be avallable.
Due io the amount of the rate increase, no amount has been included in
revenue requirements {o fund reserves,

Table 2 shows the status of reserves for the perled June 30, 2000 through
2013.

TABLE &
RESERVES

Estimated {In dollars)
Balance June 30, Deht Senvice Reserves Stablilzation
2009 $ -5 - & -
Added - - 352,000
Inlerest earned . . .
Used - - -

2010 - - 252,000
Added . - -

interest earned - - -

Used . - (352.000)

z011 - - -
Added - - -

Interest earned - - “

Used - - -

2012 - - -
Added - - .

Interesl earned - - -

Used - - -

2013 g ~ & - % -

See Summary of Signifleant Assumptions
And Accounting Policies and Accountant's Report
T



Adelanto Public Utility Authority
Repart of Revenue Requirements and Sewer Rales
June 20090

SECTION 4
REVENUE REQUIREMENTS
{continued)
4.5 Sumimary of Revenue Requirements
Alt compenenis of revenue requirernents hava been brought together below o

summarize revenue requiremenis, Table 10 shows total estimated revenue
requirements for the years 2009-10 through 2012-13,

TABLE 10
SUMMARY OF REVENUE REQUIREMENTS

Estimated (in dollars)
For year ending Juns 30,

Description T;‘g'e 2010 2011 2012 2013
Operating 5  § 4782000 § 1835460 § 1,890,527 5§ 1,047,244
SXQBHSBS

Capital program  § - - - .
Debl service 7 2,320,621 3,319,209 3,318,200 3,771,324

Reserves B 352,000 - - -

Total revenus

requirement 5. 4454629 & 5154 7B0

Bea Summary of Significant Assumptions
And Accounting Policies and Accountant's Report
17
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SECTION &

OTHER REVENUE SOURCES

Alter revenue requirements have been determined and prior to calculating revenues at
present rates, other revenue sources must be identified and quantified,

5.1 inferest Earned

For purposes of the rale caloulation, interest earned on investments has nof been
estimated. It is expected that the amount will not be significant.

52 Availability / Capacity Charges

Currendly, the Utitity Authority charges a standby fee (a sewer availability charge) that
ls unrestricted and can be used to offset revenue requirements. The fee is based on
acreage and is Intendad o recover cosls assoclated with malntaining surplus capacity
in the sewer system which is intended io be available when vacant property ls
developed. The 2008-10 budget estimates the sewer avallabiiity charges io be
$275,000,

As land is developed, the standby fes acreage will diminish and in turn the standby fee
revenue will decrease. Ulility Authorlty management has estimated the annual
revenue from standby fees will not decrease over the next five years,

5.3 Connection Charges

Pursuani to Orginance No, 3, the Public Utllity Authority charges $86.68 per new
“fixture connection” newly connected to the system.

The City of Adeianto considers connestion charges to be impact fees and, thersfore,
thesa fees are restricted for capital improvements and to repay deht service issued o
construct projects to support future growth.

Based on the expected additions to total custorners as shown in Table 3, the follewing
connectlon fee revenue is expacted:

TABLE 11
CONNECTION FEE INCOME

Estimated (in dollars)
For year ending June 30,

2010 2011 2012 2013
Number of new connactions Q Q Q )
Connection fee
Annual connecticn fee 5 - & -8 - 5 .

See Summary of Significant Assumptions
Ang Accounting Policies and Accountant's Report
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Adelanto Public Utility Authorlty
Report of Revenue Requirements and Sewer Rates
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SECTION &
OTHER REVENUE SOURCES
(continued)
5.4 Surmmary of Other Revenue Sources

Other than the llems listed in 5.1 through 5.3, there are no other revenus sources
identifled and used in this rate study. The following is a summary of other revenue

soUrces:
TABLE 12
SUMMARY OF OTHER REVENUE SOURCES
Eslimzled (In doliars)
For vear ending June 30,
Seclion o045 2011 2012 20
Deseripiion Ma. = = == =

interest eamed 5.1 $ - 8 - % ~ 3
Availabiily fea 5.2 275,000 275,000 276,000 275,000
Comnaction fees 5.3 - - -

Total other revenue sources $ 275000 S 275000 % 275000 % 275000

See Summary of Significant Assumptions
And Accounting Policies and Accountant's Report
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Adelanio Public Liility Authority

Report of Revenue Requiremerits and Sewer Rales

June 2008
SECTION &
SUMMARY - RESULTS OF OFERATIONS AT PRESENT RATES
8.1 Estimated Revenues st Present Rates

The fallowing table shows estimated revenues at present rates, The revenues have
been developed by multiplying the estimated number of EBUs (Appendix A) by the

current service charge (Seclion 2.4),

TABLE 13
ESTIMATED REVENUES AT PRESENT RATES

Estimated {in dollars)
For year ending June 30,

Crescription 20140
Averzge EDUs 7.720

Present charge per EDU $11.43

12 months x12

Talal annual revenues SLCe8RTS

011

7.865

$11.43

x12

£ 1078283,

2012

7,885
$11.43

x12

DL ATRTER

See Summary of Significant Assumptions

And Accounting Policies and Accountant's Report
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SECTION 6
SUMMARY - RESULTS OF OPERATIONS AT PRESENT RATES
{(continued)
5.2 Eslimaled Results of Operalions 2t Present Rales

Table 14 shows estimated resuits at present rates:

TABLE 14
ESTIMATED RESULTS OF OPERATIONS AT PRESENT RATES
Estimated
For the yaar ending Juns 30,
Description Table No, 2010 2011 2012 2013
Spurces
Service chame revenuas 13 $ 1,056,875 % 1074763 & 14078763 § 1,0vB763
Other revenuas 12 276,000 275,000 275.000 276,000
Total ravenues § 1333875 § 1353763 & 14583763 § 1.363783
Uses
Oparating axpenses b $ L7B000 5 1.885460 F 1.880.527 § 1847244
Capitsl program ] - - - -
Debt service 7 2,320,821 3.319.2%9 3,319,299 3771324
Resarves g 352,000 -
Tolal revenue requirements § 44648621 § 5434.75% § 5208626 % 5718568
Use of mservas - RSF g - (35Z,0600) - -
Use of reserves - peraral g u -
Net revanue requiremenls 4,454 f21 4,802 759 5,208,628 5,718,568
Surplus { Defizit) 5 (21420746) 3 {3448,986) § (3.556.083) § (4.3684 B[}E)h

See Summary of Significant Assumptions
And Accounting Policies and Accounfant's Repart
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SECTION 7
RATE DESIGN PHILOSOPHY

7.1 Rate Design Philosophy

Foliowing is & general discussion of the various sewer rate structures, which have
been commonly used by other providers and focuses on the rale struciure we fesl
would be best for the Adelanto Public Utility Autherity.

In considering the alternatives available as a basis for the design of sewer use rafes, it
shouid be neted that government-owned water utilitles have 2 high degree of flexibility
in designing rate structures, because the rate setfing process Is siriclly a local
governmental agency issue. The City Council establishes the revenue requirements
and resulting rates. In setiing user rates, the Council shouid keep in mind faimess
among customer groups, otherwise known as rate equity.

Before any rate structure can be evaluated for equity, one must consider the factors
that can impact and determine rate equity. Comparing rates among communities can
ofien result in surprising and vastly differing data. Many factors affect the raies
charged by uliliies, Common fagtors that can have affects on sewer rates are:

System Design

. Geography .
. Age

s Production, Distribution, and Operational Efficiency

Demand

: Type of Customer Base

s Future Growth Considerations

> Peak Use by Customers

Legal, Political & Regulatory Considsration

' investor-ownad Utlity

; Government-owned Utility

' Subsidies

’ Goals and Policies of Governing Unif

Ses Summary of Significant Assumplions
And Accounting Policies and Accountant's Report
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SECTION 7

RATE DESIGN PHILOSGPHY
{continued)

7.1 Rate Design Philozophy (continued)

Each of the major factors presented above impact the resulting rate structure of each
indlvidual utifity, These factors identified above are Interrelated to one another and
any amphasis on ong area can directly impact or may inversely impact the ultimate
rate structure of a utility,

In considering the equity of a rate struchure one must remember that what is equitabla
depends on the circumstances at a point in time. Often, & raie structure is the resuit of
a consensus of the many faclors invelved,

Many times, polley decisicns are made to achieva a particular result. The argument
can be made that a rate struciure established to achisve a particutar priority would be
considerad equitable, Because of the potential impact of policy decisiong on rale
struciure, extreme care must be taken In drawing any conclusions when comparing
rates between entities or assassing equity without first expioring and understanding
those policies.

7.2 Fundamentzi Rate Daslgn Principles

To design rates, which are considered fair and equitable, rates should be designed
using predetermined fundamenrtal rate design principles. The followlng are
fundamental areas, which should be considered and prioritized prior to degigning a
rate sfructure:

Adequacy Rates should be established to reet the full revenue
requirements of the wility.

Justifizbllity Rates should be cost based and fairly apportion
costs over the users. (The cost to provide service
should be equitably spread over all customers.)

Simplicity Rates should be easy lo explain, understand, and
administer. Simple rates have the perception of
being more fair and non-diseriminatory. Complex
rates require additional administration.

Predictabfiity Rates should result in total revenues and customer
bills which are predictable and stable,

Conservation  Rates should encourage users to make efficient use
of resources (health and safely concerns, possible
water reclamation).

Continuity Rates should be established in a manner which
recognizes the obligation of the utility to provide a
certaln level of service into perpetuity,

See Summary of Significant Assumptions
And Accounting Policies and Accountant's Report
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SECTION 7

RATE DESIGN PHILGSOPHY
{continued)

7.3 Rate Philosophy

Value
Simply put, It can be said that most customers only care about two things
when it comes to sewer services.

s |5 capacity sufficient?
# [s price agreeable — how much does it cost?

Both the customers and the utiity are concerned with the level of service reliability and
the cost of service. However, the utility and the customer view these ilems from
differert perspectives. The utility Is concemned with the leval of service provided and
the cost to provide that level of service, The customers are concerned with the leval of
service recelved and the cost of sarvice received. The cuslomer 13 concernad mostly
aboui today and less about fomorrow. Whereas the concepl of providing service must
be concerned with today and alse with the fulure, meaning that the manner of today's
operations must consider the continuity of quality service Inle tomorrow and beyvond,
and at the same time must constder the value to the customer,

Subsidies

in cettaln cases communities have created rate siructures with sconomic development
in rind or rates which attempt to cure & social problem such as welfare rates or lifeline
rates. Rates of these types are merely subsidies provided fo specific user classes.
Policy decislon can override a theoretically sound technical caloulation and result in a
rate structure which allows interclass and intraclass subsigies. (Interclass = between
classes; Infraclass = between users in a cless). One must recognize that a rate
structure providing interclass/ntracliass subsidies can be considered falr and equitable
given particular policy desisions,

Rats Making Is an Art, Not an Exact Sclence

in a parfect model, each and every user would pay the exact cost of the service
received - no more, no less. Howaver, even in a perfect model the issue that exists is
the perfect price paid by a usar depends not only on the demands and use of that
customer, but also on all other cusiomers. For exampls, usage by user B may cause
user A's bill to change sven though user A’s consumption stays level. To sure this
problem, rates should be designed fo yield reasonable results withoul creating an
undue amount of work for unnecessary precision,

Equity

Typically, a utility’s rate structure is the result of a compromise of various forces which
collectively develop the basic rate phliosophy of a utllity. On occasion, the forces
which must be considered are contradictory to one ansther. |t must be recognized
that a customer's ideals may be counter to those of the utility, and the ideals of one
particular class of custamer may be in conflict with ancther. The optimal rate structure
Is one that will result in the maximurmn faimass given the pricrities and philosophies of
the utility.

See Summary of Signtficant Azsumptions
Andg Accounting Policies and Accountant's Report
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SECTION 7

RATE DESIGN PHILCSOPHY
(continued)

7.4 Selection of Rate Design Methed

in the preceding sections we have discussed rate philasophies and different types of
rate structures which may be developed. However, before the design of a rate
structure is completed, the administrators and policy-making authorities must make
certain decisions. Undar any rate methodology, the total revenues generated by or
allocated to the operation of the water system should equal the costs of operating the
water system (revenue requirements), Water rates should be deslgned to produce
sufficient revenues to provide for the cost of furnishing adequate water service,
Including meintaining the system, debi service, and provide adeguate funds for normal
replacements and to protect future water supply. These revenue requirements should
take into consideration net only the current year's requirements, but shoauld be
projected over a period of several vears, In an effort to smooth out year to year
revenus requirement fluctuations. Rates should also be designed in & manner which
will recovet the costs of serving different classes of customers while maintzining
reasonable equity between the cusiomer classes,

Fundamentally, rafes must be designed so that total revenues will equal revenus
reguiraments, and optimaily, the sewer rates should be designed so that all "fixed"
costs would be recovered by service charge ravenues and all "variable" costs would
be recoverad through the commodity rate revenues. The advantage of this type of
rate design is that the Public Utlity Authority could continue to meet lis fixed
obligations, even If all consumers suddenly and drastically reduced consumption of
water, since the service charge is billed regardiess of the amount of water used.
Because water uliiities are high fixed cost type of operations, a semi "flat rate” design
usually ocours if rates are designed using this method, and rates designed siricily in
this manner can be counter-productive to conservation efforts because s consumar
can drastically reduce water consumption while Impacting thelr water cost very litlie.

In additlon to the above considerations, the Public Utiity Authority also must factor in
the water supply Issues facing the Mojave Basin area. Publle Utlity Authority statistics
show the average custorner (3/4" cennection) uses about 509 gallons per day (GPD).
Estimates by the City of Adelanto's englinesr have shown (hat sach dwelling unit (each
home or 3/4” conhaction) places about 200 GPD into the sewer system, The
difference between the 500 GFD coming into 2ach house and the 200 GPD leaving
each house s assUmed to have been used "outside” the home. s this “outside” use
that provides the most likely area for improvement in efficient use of water,

See Summary of Significant Assumpilons
And Accounting Policies and Accountant's Report
- 25 -




Adetanto Public Utillty Authority
Report of Revenue Requirements and Sewer Rates
June 2008

SECTION 7
RATE DESIGN PHILOSOPHY
{(continued)
7.5 Rafe Seiting Process
In very simple terms, the overall rate selting process is as follows;
Revenue Reguirements = "How big is the pig”

-and-
Rate Structure = "How to slice the pie”

Most of the factors listed above influence the “size of the pie”, whereas policy
decisions primarily drive how to “slice the pie".

Typically, the rate setting process is a three-step process:

1. Revenue requirements are as follows:

Operaling expenses (operate and mizintain the utifity on an ongoing basis
+  Capltal costs (addillons and replacements to existing utility plant)
+  Debt service (prindpal and interest on debt)

+ Funding of ressrves  (addfions to reserve funds)

= Revenue reguirements

2. Retermine the Cost of Service

Onea reverla requirements hava been determined, Step 2 is to allocate these
requirements to the various classes of services,

3. Determine Rete Structure most appropriate to the ¢lreumstances

Step 3 Is to deslgn a rate stucture which most equitably and fairly spreads tha
cests o the cusiomers.

Ses Summary of Significant Assumptions
And Accounting Policles and Accountant's Report
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SECTION 8
DEVELOPMENT AND DESIGN OF RATE SGHEDULES

8.1 Rate Determination

in order {0 determine whaf the user rates musi be for water service provided, the costs
of providing that water or the revenue reguirements must be determined.

As shown in Section 6.2, for the 2009-10 year, without an increase in watet revenues,
the Public Utility Authority would experience an estimated revenuae deficlency of
approximately $3.1 million. To correct this situation, the Public Uity Authority has the
following aptions {o allow It to recover all revenue requirements:

1. Iricrease user rajes,

2. Reduce ravenue reguirements. (Defer capital projects or forego
maintenance.)

3. Borrow fundg to cover shortfall. (Defer inorease to future periads.)

4. Draw from resarves.

Assuming options 2, 3, and 4 are rulaed out, as demonstrated in Section 6.2 revenues
for 2608-10 at present rates would need fo be increased approximately 204% to meet
revenue requiremants for the 2009-1¢ year,

The following sections of this report show the mathodology (explained in Section 7)
used lo design rates which will generale adequate revenues to mest revenue
requirements (as shown in Section 4.5).

See Summary of Signfficant Assumptions
And Accounting Policies and Accountant's Report
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SECTION B
DEVELOPMENT AND DESIGN OF RATE SCHEDHLES
(continuad)
B.2 Raie Design
Table 15 below shows the estimated 2008-10 revenus requiremeants with additional

breakdown as well as how other revenues have been allocaisd to offsel certain costs.

TABLE 15
ALLOCATION OF REVENUE REQUIREMENTS
For the vear ending June 30, 2010

Description : Table Mo, Tatal
Operating expenses
Facillties and maintenance 5 L 412,000
Purchased power 5 250,000
Consulting and outside =ervices 5 886,000
Oiher aperating expense 5 83,000
General and administrative 5 151,000
Subtotal operating expenses 1,782,000
Capltal projects 3 -
Debi service 7 2,320,621
Reserve funding 8 352,000
Subtotal revenue requirements 3 4,454 621
Less other revenue sources avallable
Interest earmed 9 .
Sewer avallability charges 12 (275,000)
Conneclion fees 11 -
Net revenue requirements 5 4,179,621

See Summary of Significant Assumptions
And Accounting Policies and Accountant's Report
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SECTION &
DEVELOPMENT AND DESIGN OF RATE SCHEDILES
{continued)
8.2 Rate Design {continued)

Tabls 16 shows tha calculation that develops rates designed to meet estimated 2009-
10 revenue requirements.

TABLE 16
DEVELOPMENT OF RATES

For year ending June 30, 2010

Rate calculation;
Net revenus requirements 34,179,821
Number of equivalent EDUs’ 7,284
Annual charge per EDU $573.81
Caloulated monthly charge per EDU $47.82 |
USE 347.82

1A factor of 0.5 EDUs has been applied to each apartment
unit to allow for [ssser flow per unit,

See Summary of Significant Assumplions
And Accounting Policies and Accolntant's Report
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SECTION 9

PROPOSED RATES

91 Froposed Rates

The rales designed in Section 8.2 would be adequate (o generate revenues of
$4,179,6821. As discussed in Section B.1, this would represent a 294% increase in
overall water revenues,

As demonsirated in section 5.2, Table 14, the years 2008-10 through 2012-13 also
show revenue requirements exceseding revenue sources, Shown here are the
approximata percentage increasas neaded to allow revenue sources to equal revenue
requirements,

TABLE 17
PROPOSED INCREASE DOLLARS AND PERCENTAGE

Service Fee
, Needed Approximate
Year Ending fncrease Percentage
June 30

2010 $ 3,120,746 294%
2041 § 3,448,906 315%
2012 $ 3,856,063 357%
2013 $ 4,364,805 404%

The foliowing are propesed rates designed {0 allow the Public Utillty Authority to
generate adequate revenues to meet revenue regquirements as determined in Section
4. Appendlx D contalns individual worksheets for each of the years 2009-13 used to
arrive at the proposed rates.

TABLE 18
PROPOSED RATES (in Doliars)

Propased
Far the year ending june 30,

2010 2011 2012 2013
Per month per EDU|¢  347.82  §50.7¢  §55.38 $61.06

See Summary of Signiflcant Assumptions
And Accounting Policies and Accountant's Report
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SECTION 10

SUMMARY - RESULTS OF OPERATIONS AT PROPOSED RATES

10.1  Estimated Revenue at Proposed Rates

These amounts have been determined by multiplying the number of custamers from

Sectiont 3.2 by the propoged rates in Section 9.1,

TABLE 18
ESTIMATED REVENUES FOR 2010-2013
For year ending A\;l‘;g;of\l;r;’:‘!;?r Proposed Annéila?e;vme
June 30 W Monthly Rate R———g—evenue
2010 7 284 $47.82 3 4,175,851
2011 7,425 $50.79 5 4527827
2012 7,429 $55.36 $ 4,935,233
2013 7,429 $61.08 $ 5443377

! After adjustment for apartment EDUs at .5 EDU

See Summary of Significant Assumplions
Ang Actounting Policies and Accountant's Report
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SECTION 10

SUMMARY - RESULTS OF GPERATIONS AT PROPOSED RATES
(continued)
10.2  Results of Operations at Proposed Rates

Tahle 20 pressnts results of operations at proposed rates.

- TABLE 20
RESULTS QOF OPERATICNS AT PROPOSED RATES
Estimated {in dollars)
For year ending June 30,
Table
Descrintion No. 2010 2011 2012 2013
Seurces
Service chargerevenues 19 § 4,179,851 ¢ 4527827  § 4835233 § 5443377
Connaslion charges 11 - - - -
Availabliity fee 12 275,000 275,000 275,000 276,000
Tolel revenues S.4454881, 54802827 56210233 35718377
Usgs

Opaerating expenses 8 $ 1,782,000 § 1835460 % 1,890,527 § 1,047,244
Capltal program <] - - - -
Debt service 7 2,320,621 3,315,260 3,318,298 3,771,324
Reserves 8 352,000 £352.000) - -
Tolal revenue .
requirsments J.4.404062] §4802759 55200626 3. 5718908

Surplus (Deficil) g 230, & 68 B 407 &5 {181)

Percant G% 0% 0% 0%

See Bummary of Significant Assumptions
And Accounting Policies and Accountant's Report
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SECTION 11
COMFPARISON OF AVERAGE BILLS

11.1  Bilt Comparison — Current vs Proposed Rates

As discussed [n Section 8, overall reventes neesd to be increassad by appraximately
318% so that revenues will meet revenue requirements. The following table shows
how varying customers will be Impacted under the new rate structure.

TABLE 21
3L COMPARISON
Existing Proposed
Service charge {per EDU) 51143 $47.82
Percentage increase 318%

11.2  Bill Comparizon - Surrounding Communities

The proposed rates presented in Seclion 9 are designed to allow the City of Adetanto
lo recover its annual revenue reguirements. Table 22 below shows how the present
and propesed rates coampare to surrounding communitles,

TABLE 22
COMPARISON WITH SURRGUNDING WASTEWATER PROVIDERS

Morithly Rate per EDU
City of Adelantc (present rates) $11.43
City of Hesperia $22.38
Victorville Water District $23.70
Apple Valley Service Area $23.58
City of Adelanto {proposed rates) $47.82

See Summary of Significant Assumptions
And Accounting Policies and Accountant’'s Repart
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SECTION12

SUMMARY AND RECOMMENDATIONS

121 Summary

As demonstrated In Section 6.2, forecasted revenue sources al present rates will not
e adequate to meet forecasted revenue requirements for the years ending June 30,
2010 through June 30, 2013. Because revenue requirements are, by definition, the
necessary costs of operating and maintaining the sewer system, there remains two
possibie courses of action; 1) identify and implement alternate revenue sources or 2)
increase currant user charges.

To enable the Public Ulility Authority to generate sufficient revenue to meet the
forecasted revenue requirements, the present sewer rates need {o be increased
approximately 319% with increases in future years. This immediate increase is
necessary to allow the Public Utility Authority o pursue the capital improvemanis and
plannad maintenance as recommendad in the Master Plan and to maintain the level of
reserves as shown in Section 4.4, A delay in the implementation of an increase is not
an option. This situation could cause a deterioration of the Public Utility Authority's
financial condition and would result in a drain of reserves which are ever more difficult
io accumuiate and maintain.

12.2  Recommendations

We recommend thal the Public Ulility Autherity effect the proposed rates presented in
Seclion 9 as soon as practicable. Due to possible changes in the Public Utllity
Authority's debt service situation, reserves are net adequate io sustain present rates in
the short term. The recommended course of action presenied in this report is for an
immediate increase in rates. The Publie Uity Autherity should consider imposing the
availability fees as soen as practicable

Perhaps the most compelling reason for an immediate increase is to properly price the
water o be able to send an accurate price signal {o the users so the users can make
informed decisions as to waler use hahits.

The proposed rates are also designed to aliow the Publia Utility Authority to begin
funding a general reserve inlended to accumulate funds fo repiace existing
infrastruciure when it wears out. This is desirable as it placas the burden of paying for
the infrastructure on the person using it. {Burden = Benefit) The accumulation of
reserves i5 intended {0 avoid, to the greatest extent, any need for capifal facilities
surcharge or borrowings in the futurs,

See Summary of Significant Assumptions
And Accounting Policies and Accountant's Report
- 34 -




Adelante Public Utility Authority

Report of Revenue Requirements and Sewer Rates
June 2009

SUMMARY AND RECOMMENDATIONS
{continued)

92.3  Alternatives and Considerations

The only real "given” in this situation is the need for an increase in total revenues. The
decision to be made is how to most fairly aliocate the increases across all revenus
streams and the amount with which (o fund reserves.

See Summary of Significant Assumptions
And Accounting Policies and Accountant's Report -
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SECTION 13

SIGNIFICANT ASSUMPTICNS USED IN THIS REPORT

13.1  Operational Assumptions

1. City managemeant will continue present operating policies throughott the forecast
pariod (as included in the budget).

2. The cost of electricity will increase by inflation only over the forecast period.

3. There will be decreases and increases to the number of custorners during the
foracast period.

132  Accounting Assumptions
1. Inflation will be 3% for each of the vears In the forecast period.

2. The Public Utility Authority will be able to mest all wastewaler related debt
obligations in a imely manner.

3. Capital improvements will be as shown in Section 4.2,

4, |nterest earned on reserves will not be available for operations and will be added
back io reserves,

See Summary of Significant Assumptions
And Accounting Policies and Accountant's Report
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APPENDIX A
SERVICE CONKNECTION DATA

See Summary of Significant Assumptions
And Accounting Folicies and Accountant's Repart
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APPENDIX B
SEWER OPERATING EXPENSES

See Summary of Significant Assurnplions
And Accounting Policies and Accountant's Repaort
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CHAPTER 4
PROPOSED SEWER SYSTEM IMPROVEMENT
GENERAL

The existing sewer system was analyzed using the H20 Map Sewer model mentioned in Chapter

n

3. As wastewater flow downstream in each respective tract and drainage area, the “tributary
lots” are included in the analysis. The wastewater flows were determined based on the total
equivalent dwelling units (EDU’s). The capacity for the existing pipeline is identified with the
respective manholes (from upstream to downsiream sewer reaches). Each of the respective flows
was then used as input to the hydranlic model to locate segments of the sewer pipeline that were
approaching design capacity as referenced in Table 3-3. The near build-out flow for each of the
tributary sewered areas was estimated using 200 gallons per day per EDU. The model includes

the following information:

« Upstream manhole number and invert elevation

« Downstream manhole number and invert elevation

¢ Pipe length in fest

# Pipe slope in percent

¢ Tributary area in equivalent dwelling units and peak ﬂo;w (in MGD)

s (apacity of sewer pipe at 50% and 75% pipe depth in million gallons per day (MGD)
» Excess sewer capacity in million gallons per day (based on 50% and 75% flow depth)

s Capacity of sewer at full depth in million gallons per day (for assessing emergency

capacity available).
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CURRENT FLOW CONDITION:

Based on the computer model, the existing sewer system doesn’t have adequate capacity to serve
all current lots (principatly within Assessment District 1-A due to change in development
densities) including spproved/tentative tracts (approximately 20,000 EDUs). Each of the
respective flows from each trbutary areas was used as input fo the model to locate segments of
the sewer pipeline that are approeching the 75% design capacity a8 criteria to begin with
planning and design for any required “relief sewer” that would generally parallel the existing
facilities, The hydraulic model indicated that the trunk sewer downstream (outside of AD # 1-A)
would be surcharged. The proposed relief sewer and future system improvement requirements
are identified in Figure 4-1. Table 4-1 presents the estimated project cost for the sewer system

improvements to serve the current cotmected parcels plus the approved tracts and tentative tracts.



TABLE 4-1: SEWER IMPROVEMENT COST ESTIMATE
(Existing Condition With Approved Tracts and Tentative Tracts)

Irem Descriptisn Quantity Engineering Estimate

Namber Unit Unit Cost Total

£3)

EXISTING CONDITION

Gravity Sewer Pipe Line= 9,369 L.F

Gravity Sewer Pipetine {13™) 6,008 L.F S74.00 8673,252
Gravity Sewer Pipeline [ 18"} 9436 LF 510250 £966,575
Allowance For Manhole @ 350 feet Spacing 53 E.A $3,000.00 $158,811

Pavement Repair (Assume 100% of Alignment)

Reguire AC-Repair 93,690 Sa. £ 54.00 5374,760

SUBTOTAL $2,173,358

Allowance for Project Contingency (10%) $117,340

Allowinee for Engineering ,Projeet Adminlstrasion, Finuncing & Lepal (209%) 5434,680

ESTIMATED TOTAL COBT 52,818,418

NEAR BUILD-OUT CONDITION:

Referencing the computer medel for near build-out development flows, the varicus segments of
existing sewer éystem that require “‘relief capacity” were identified. In addition, proposed trunk
sewers are identified at each half-mile grid for the entire City. The database was created using
flows and slope as input and hence pipe sizing was deternined. Based on the pipeline sizing, cost
of the sewer system improvements {including pipeline/pump stations) was prepared which is
presented in Table 4-2 below. The proposed trunk/refief sewer system recommended near

saturation is presented in Figure 4-2 attached at the end of this Chapter.
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TABLE 4-2: SEWER IMPROVEMENT COST ESTIMATE

(Near Saturation Condition)

Item Description Quantity Engineering Estimate
Number Unit Unit-Cost Total
)
NEAR SATURATION CONDITION
VWithout Lewis Homes
Gravily Sewer Pipe Line = 514216 LF
Gravity Sewer Pipellne (") B. 440 LF $36.72 8309,900
Ciravity Sewer Pipeline (10%) 8,055 LF £57.28 3461.,400
Grovity Sewer Pipeline (12 325,047 L.F $76.05 52471 9,‘86-1
Gravity Sewer Pipeline (15"} i16,247 L.F 5102.70 _ 812,054,806
Gravity Sewer Pipaline {1 8§") 14,623 L.F $149.27 32,182,827
Gravity Sewer Pipeline (21") 10,882 L.F £213,29 52,321,077
Gravity Sewer Pipeline (27) 30,922 L.F 5354.06 310,948,109
Force Man Pipe Line= [6512 L.F
Force Main Pipe Line {6) 5,200 L.F $44.50 $231 400
Force Main Pipe Line (12" 11,312 L.F 531.61 5823172
Allowance For Manhoie @ 350 feer Spacing 1,470 E.A 53,000.00 £4,410,000
Requirs AC-Repair® 3,184,370 Sq. i 55.00 515,821,850
Pump Installation 2 E.A $30,000.00 $100,000
|Allowance for Pump Station Uperade (Piping, Installation eic} 550,000
Sub-Total 574,634,401
1Lewis Homes
Gravity Sewer Pipeline (12| 174.125 i.F 5$76.05 $13,242,206
Gravity Sewer Pipeline (157) 15,282 L.F 5103.70 51,584,743
Graviy Sewer Pipeime (21 7.641 L.F $213.29 £1,620,740
Allowance For Manhole @ 350 feet Spacing 563 EA §3,000.00 1,689,000
Rock Removal or Require 30% AC-Repalr* 591,144 8g, ft £5.00 $2,955,720
Sub-Total 521,101,419
SUBTOTAL (Whole City of Adelanto)| $93,735,820
Allowance for Project Ceatinpeney (10%) 58,573,582
Allowance for Engineering, Project Adminletration, Legal, Financing (20%)] 319,147,164
ESTIMATED TOTAL COST| $124,456,566

¥ Assume Pipe trench 10 be ahowt 61t Wide
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APPENDIX D
RATE CALCULATION WORKSHEETS

See Summary of Signifieant Assumptions
And Accounting Palicies and Accountant's Repart
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Appendix D
Rate Calculations

For yzar.ending June 30, 2010 |

Rate calcufation:

Net revenue requirements $ 4,179,621
Tolal Adjusted EDUS’ 7,284

Annual charge per EDU §573.814
Calculaled monthly charge per EDU $47.82
USE $47.82

For year ending Jupe 30, 2011 [

Rale calgulation:

Nel revenue reguirements § 4,527.759
Tois! Adjusted EDUS' 7,428

Annual charge per EDU $609.47
Calculaled monthty chargs per EDU $50.79
USE §$50.79

For year ending June 30, 2012 |

Raie calcutation:

Nel revenue requirements $ 4,834,828
Total Adjusted EDUS' 7.428

Annual charge per EDU 566427
Caleulated monthly charge per EDU 555,36
USE §55.36

Foryear anding June 30, 2013 ]

Rate caloulalion:

Net revenue reguirermenls % 5,443,568
Tolal Adjusted EDUS' 7.429
Annuel charge per EDL $732.75
Calculaled monihly charge per EOU $61.06 |
USE 61,06

TAdjusted EDUs hes spartmenl usa &t 5 ECU per unil to assount for lssser ow per
umit
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APPENDIX E
BILL COMPARIZONSG

See Summary of Significant Assumptions
And Accounting Palicies and Accountant's Report
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Step 1

Rates in Effect 2009-10

Rate Comparison to Other Victor Valley Agencies

Average Sewer Bill Comparison
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# City of Hesperia

RCIty of Adelanto
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District

(Current)




Step 2
Rates in Effect 2010-11
Average Sewer Bill Comparison

U T

H
= fom] o] o
S S S S
= = ] [
w o o oy
©F L (=23 B

Rate Comparison to Other Victor Valley Agencies'
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City of Hesperia Victorville Water City of Adelanto Apple Valley
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City of Adelanto
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{Proposed)

% Victorville Water
District

# City of Hespera
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(Current)




Adelanie Public Utliity Authority
Report on Revenue Requirements and Sewer Rates
June 2008

APPENDIX F
DEBT SERVICE

See Summary of Significant Assumplions
And Accounting Pollcles and Accountant's Report
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Jun 12, 2009 4:26 pm Prepared by DBC Finance (Finangy 6,005 Adelanto, Oity o Z009RF)} Pape §

NET DEBT SERVICE

Adelanto Public Uthy Awhority

&
Refunding Rovenue Bondy, Serieg HIW9 S% ﬁ;u "'U lv
Perind Total General Dbt Service T LN] 5
Ending Beh Service Fund Reserve Fund Delnl Servics
. baner010 3,414,099,72 750,000 266200072 ER | 109028
(630720 5,099 900.00 5,099.900.00 z00kF4f 2099359
06/3012012 3009.900.00 , 5.099,900,00 Zo0h % | 2040959
T Bbraoons s20240000 T T T ‘ 6.202.400.00 265 | 2EREEY
) O/ 0301 6.201,500.00 oo o 6,201,500.00
0673072015 6,202,475.00 6,202,475.00
96/30/2016 6.204,600.00 6,204,600.00
06302017 6,208 475.00 6,203,475.00
06:30:2018 6,202,393,75 6,202,193.73
06s30/2019 6, 198.537.50 6,198,537.50
06/20/2020 6.2801,575.00 6,204,575.00
064302021 6,200,312.50 0.20{,312.50
0613072022 6,205,912.50 6,205,212.50
06/30/2023 6,197.687.50 6,197.687.50
(/3072024 6,204,875.00 6.204,875.00 :
05302025 6.199,093.75 6,190,403.75 i
06/30/2026 6,202.000.00 6,202,000.00 !
0673072027 6,202,462.50 6,202,462,50
OB/ 0/2028 6,202,525,00 5,202,525.00
06/30/2020 6.201.537.50 6,201,537.30
067302030 6,198,850.00 6.198,850.0¢
063012031 6,200,350.00 6,200,350.00
0673042032 6.199.000.00 4,129,000.00
0673042033 6,200,630.00 6,208,850.00
06/30:/2034 6,199,673.00 6,199,675.00
06/30/2035 0.199.250.00 5,109,250.00
06/30/2036 6,198,175.68 6,198.175.00
06/30/2G37 6,199.375.00 6,199,875.00
06/30/2038 6,197,775.00 6,187,775.00
(6430/2030 6,200,125.00 6,200,125.00
06/30:2040 6,204,825.00 6,205,912.50 -1,087.50
|87,245,814.23 150,000 £,205 312,50 180.289.899.72




CITY OF ADELANTO
ADELANTG PUBLIC UTILITY AUTHORITY
GENERAL FUND OBLIGATION

CRIG AMT 6,431,168.00
INTEREST 5.00%
ANHUAL PMT 1,228,340.00
TERM
ENDING BALANGE
5.00%
PMT TOTAL INT FRIN
DATE NO PMT PORTICN PORTION BALANCE
6,431,168.00
2008-10 1| 1,228,340.00 321,568.45 906,7681.55 5,524,387 .45
201011 21 1,22B8,340.00 276,218.37 §52120.83 4,572,266.82
2011-12 Al 1,228,340.00 228.613.34 099,728 66 3,572.540.16
2012-13 41 1,228,340.00 178,627.01 1,049,712,99 2,522 82717
2013-14 5[ 1,228,340.00 126,141 .38 1,102,198.64 1,420,628.53
2014-15 Bl 1,228,340,00 7103143 1,157,308.57 263,318.95
2015-16 7 276,485.06 13,166.00 263,315,06 (0.00)
7.646,525.96 | 1,215,366.956 £,431,168.00
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Jon 12, 2009 4:26 pm Prepared by DBC Finanee (Finance 6,005 Adelante, City of: 2000RFY Page |

SOURCES AND USES OF FUNDS

AdeTanto Publie Uiility Authority
Refunding Revenue Bonds, Series 2009

Daled Dote 08312009
Delivery Date Q873172009
Sources: SERIESA SERIESB Totl
Bond Proceeds:
Par Amouent 61.,350,000.00 16,6435,000.00 77.995.000.00
Net Q1D -984.866.85 -268,298.90 ~1,257,165.75
60,361,133.15 16,376,701.10 76,737.834.25

Other Sources of Punds:

Transler for Prior Rate Stabilization Fund 502,331.1¢ 592.331,19
Debt Service Reserve Fupd 3.3{18,384.00 97171354 4,280,054.56
Transfer for Frior Rate Siahilzation Fund . 157.668.49 157.668.8]

1.900,715.19 1,129,379.37 5,030,094.54

64,261,848,34

17,506,080.47

B1.767,928.81

Uses:

SERIESA

SERIESB

Tatal

Project Fund Deposils:
Swap Tenmination Poyment

Refunding Escrow Deposits:

3A472,500.00

1,051,500.00

4,524.000.00

Cash Deposit 54,395,000.60 14,720,000.00 608,115.000.60

Cther Fund Deposits:
Pebt Service Reserve Fund 4,881,501,79 1,324,410.71 6,205,912.50
Capitialized Interest 589,941,606 160.058.24 750,000.00
5471.443.45 1.484.469.05 6.953,012.50

Delivery Date Expensas:

Cost of Issuance 438,690.94 116,309.06 545,000.00
Underwriter's Discount 490.800.00 §33,160.00 £23.960,00
219.490,94 249 460,04 I.168,960.00

Other Uses of Punds:
Additional Proceeds 3,413.95 642,36 4,056.31
64,261,848.34 17.504,080.47 81,767.928.81

Rotes:
Assumes $450,000 for Cost of Issuancs
Assumes Underwriter's Discount not 1o exeszed 57/bond




Jun 122009 4:28 pm Prepured hy DBEC Finanee

{Finance 6.005 Adelants, Cigy al2009RF) Page 2

Adelanto Poblic Utlity Authority
Refunding Revenue Bonds, Series 2009

BOND PRICING

Majurily
Bond Component Dale Afnount Rate Yield Price
Serist Bond:
110172012 1,125,000 4.000% 3.B70% 100,279
VIO 2013 1,170,000 4.000% 4.300% 38,861
110172014 1,225,000 5.000% 4,760% 101,081
11/01720158 1,290,000 5.000% 3.010% 499,940
11/0172016 1,355,000 5.000% 5.310% 28,104
110172017 § 425000 5.230% 5.540% 8.1
11012018 1,500,000 5.500% 5.740% 98.299
110122039 1,590,000 5.750% 5.900% 98,856
11172020 1,685,600 6.000% 6.070% 9,428
1170172023 1,765,600 6.000% a,180% 98,466
11401/2622 1,800.060 6.250% £.300% 99,546
| heplratal 2,030,000 6.250% 6,400% 2R.605
110172024 2,155,000 6.250% 6,480% 97,788
20,245,000
2029 Term Bong: ,
110172029 13,150,000 6.500% 6.780% 96,934
2034 Tenn Bond:
F1/0172034 18,435,000 7.000% 7.670% %9168
2039 Term Bond:
116172039 26,165,000 7.000% 7.150% U8.140
77,995,000
Dated Date 08/31/2009
Delivery Date 0R/31/2009
First Coupon 05/31/2010
Par Amanmt 77,995,000.00
Original lssue Discount -1,257,165.75
Produttion 76,737,834.25 08.3881446%
Underwriter's Discount ~423,960.00 -0,800000%
Purchase Price 76,113.874.25 97.588146%

Accrued Interest

Nel Proceeds

76,113,874.25




i

Jun 12, 2000 4:26 pm Prepared by DBC Finence

£
1

(Finance 6,005 Adelentn, City 0f2000RT) Page 2

BOND DEBT SERVICE

Adelanto Public Uiy Authority
Refunding Revenue Bands, Series 2009

Perrad

Ending Prineipal Coupon Interest Dt Service
06/30/2010 341409092 341409972
D630/201 1 5,009,000.00 5.0199,500.00
06230:2012 5,099,900.00 5,099.%00.00
D6/3072013 1123,000 4.000% 5,077400.60 6,202,400.00
(6/30/2014 1170600 4.000% 3,031,500.00 6,201,500.00
0673612015 1,225,080 5.000% 4.977475.00 6.202,475.00
0673002016 £.250,600 5.000% 4,914,600.00 $,204,600.00
(6702017 1,355,000 5.000% 4.848,475.00 6,203,475.00
(6302018 §,425,000 5.250% 4.777,193.75 6,202,193.75
06730:2019 i.306,000 5.500% 4,658,537.50 6.198,537,50
083072020 1,590,000 5.750% 4,611,575.00 6,201,575.00
06/30:2021 1685800 6.000% 4,515,312.50 6.200,312.50
061302022 1,795,600 6.000% 4.410912.50 6,205,912.50
(63072023 1,800,000 6.250% 4,207.687.50 6,197,687.50
06/30/2024 2,030,600 6.250% 4,174,87500 6,204, 875.00
06730/2025 2,155,000 8,250% 4,044,093,75 6,199,003.75
06/30/2026 2,300,000 6.500% 3,902,000.00 6,202,000.00
0643072027 2,455,800 £.300% 3,747,462.50 6,202,462,50
06:30/2028 2,620,600 6.500% 3,582,525.00 6,202,525.00
06/3072029 2,795,000 6.500% 3.406.537.50 6,201,537,50
06/30/2030 2,980,600 6.500% 3,218.850.00 ,198,850,00
064302031 3,190,000 7.000% 2,010,350.00 6,200,150.00
06430/2032 3 AZ0,300 7.000% 2.779.000.00 6,199,000.00
0630/2033 3,670,000 7.000% 2,520,850.00 £.200,850.00
D60/2034 3,935,000 7.000% 2,264,673.00 6,199,675.00
15/30:/2035 4,220,000 7.000% 1,979,250,00 6.199,250.00
06/30720%6 4,525,000 7.000% }673,175.60 6,198,175.00
G6/0/2037 4,355,000 7.000% 1,344,875.00 6,199,875.00
06/30:2038 5,205,000 7.000% 092,775.00 6,197,775.60
(6/3012039 3585000 7.000% 615,125,00 6,200,125.60
O6/30/2040 5.995,000 7.000% 209,825.00 6,204,825.00
77,995,000 109.250,812.22 18724581222
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{Finance 6.005 Adelamo, City ofi2009RFY Page 4

NET DEBT SERVICE

Adelanto Public Utility Autharity
Refunding Revepue Bonds, Series 200¢

Period Total General Drebt Service Net
Ending Debt Service Fund Reserve Fond Dehi Service
Q63072010 3414,009,72 750,000 2,664,069.72
673042011 5.099.900.00 5.099,900.00
{46/30/2012 5,099,000.00 5.099.500.00
632013 6,202,480.08 6,202,400.00
G6/30/2014 5,2(1 310,00 t,201,500.00
(6/30/2015 6,202.475.00 6,202, 475.00
06/30/2616 6,204 600,00 6,204 ,600.00
0603072017 £,2(13,475.08 6,203475.00
06/30/201% 6,202,103,75 6,202,193.75
06/30/2019 6,198,537,50 6,108,537.30
B6733/2020 6,201,575.00 6,207,575,00
0630202 6.200,312,50 6,200,312.50
(6302022 6,204,512.50 6,205.812.50
06/3072023 6,197,687.50 6,197,687.50
(36/30:2024 6,204,875.00 6,204,875.00
Bo/A0/2025 6,199,003,75 6,199,083,75
06230:2026 £,202,000.60 6,202,000.00
0643072027 6,202 462,50 6,202,462.50
067302028 6,202,525.00 6,202,525.00
Q673072029 6,201.937.50 6,201,537.50
06/30/2030 6,198,850.00 6,198,850.00
06730/203 1 6,200, 35100 6,200,356.00
06/3042032 6.199,000.00 6,199,000.00
06/3002033 6,200,850.00 6,200,850.00
06/30:2034 6,199,675.00 6,199,675.00
B6/30r2035 6,199.250,00 6,199,250.00
B6/A02036 6.108,175.00 6,198,175.00
06/30/2037 6,199,875.00 6,199.875.00
067362038 6,197,775.00 6.197,775.00
06/30/2039 6,200,125.00 6,200,125.00
06:30/2040 6,204, 825,00 6,205.9712.50 -1,087.50
187,245.812.22 T50,000 6,205,912,50 180.289,899.72
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