City of La Palma
Agenda Item No. 5

MEETING DATE:

TO:

FROM:

SUBMITTED BY:

January 19, 2016

CITY COUNCIL I:Xr PALMA

CITY MANAGER

Mike Belknap, Community Services Director

AGENDA TITLE:  Adopt a Resolution Approving the Proposed Water, Fire Flow, and
Sewer Rates; and Introduction and First Reading of an Ordinance of
the City of La Palma amending Chapter 14, Article | (Finance and
Taxation In General) of the La Palma Municipal Code

RECOMMENDED ACTION:

It is recommended that the City Council take the following actions:

a) Open Public Hearing

b) Receive Staff Report

c) Council Comments and Questions

d) Receive Public Input

e) Close Public Hearing

f) Adopt a Resolution approving the Proposed Water, Fire Flow, and Sewer Rates
g) Introduce for first reading and read by title only an Ordinance of the City of La

Palma amending Chapter 14, Article | of the Municipal Code reducing the Water
Funds Emergency Reserve requirement to five (5) percent.

BACKGROUND:

Staff and Wildan Financial Services have been working since February 2015 on the development
of the Proposed Utility Rate Study which includes water, sewer, and fire flow rates. At their
November 3, 2015, the City Council held a study session to discuss the proposed fee study and
did so again on at their November 17, 2015, meeting. City Council directed staff to schedule a
Public Hearing with formal notification (Attachment 4) to all property owners, as is required by
Proposition 218, for January 19, 2016.
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The financial rate study conducted by independent consultants, Wildan Financial Services has
demonstrated that La Palma’s existing water and sewer rates are not fully recovering costs
associated with operation, maintenance, and capital projects for each of the two utilities. As a
result, the water and sewer funds are utilizing their existing reserves to cover expenses. In
addition, future needs for water and sewer capital improvements will require additional funding
from rates. These capital projects will be funded primarily with rate revenues of the system.

The current utility rates were adopted in June 2010 and have not been adjusted since. During
this period, costs have increased to both produce and purchase water and maintain the City’s
sewer sanitation system. California’s drought has also impacted revenue, while water operation
and importation costs continue to rise. Additionally, the California Supreme Court recently issued
a ruling on tiered water rates, which further necessitates changes to the City’s current rate
structure.

SUMMARY:

The proposed rates have been calculated based on La Palma’s cost to provide water and sewer
service to users. Required revenue is based on projected expenses for operations, maintenance,
and required repairs and/or replacement for capital facilities and equipment.

Projected expenses are allocated between bi-monthly Base (fixed) Charges and Volume Charges
for water service. The bi-monthly Base Charge varies for water customers based on a customer’s
meter size, with fixed costs allocated based on number of accounts. The Volume Charge for water
differs by customer type and recovers the variable costs of providing water service. The bi-
monthly Flow Charge is the same for all sewer customers, with all costs allocated based on
projected flows. The rate structures were designed so that each system user will be charged an
amount that is proportional to the cost of serving that user.

Proposed Rates
The following proposed rates change the tiered system, adopted in 2010, to a one-tier for all
users. The billing cycles will remain bi-monthly.
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Recommended Water and Sewer Rates

Exi g
Description Rates ipti Proposed Rates
FY2015 FY2016 FY2017 FY2018 FY2019 FY2020

Water Rates

Residential:

Service Charges:
5/8" S 39.00 S 3146 S 3382 S 36.36 S 39.09 S 42.03
3/4" 39.00 31.46 33.82 36.36 39.09 42.03
1.0" 39.00 31.46 33.82 36.36 39.09 42.03

Volume Charges:

Tier 0(0- 5 CCF) S 000
Tier 1(5.01- 26 CCF) 1.87 All Usage S 18 S 20 $ 219 $ 236 $ 254
Tier 2(26.01 - 50 CCF) 2.26
Tier 3( >50 CCF) 5.09

Non-Residential:
Service Charges:

5/8" $ 57.00 $ 3146 5 338 S 3636 S 39.09 S5 42.03
3/4" 57.00 31.46 33.82 36.36 39.09 42.03
1.0 57.00 31.46 33.82 36.36 39.09 42.03
1.5" 57.00 126.64 136.15 146.37 157.35 169.16
2.0" 80.00 198.04 212.89 228.86 246.03 264.49
3.0" 135.00 364.62 391.97 421.37 452.98 486.96
6.0" 135.00 1,197.52 1,287.34 1,383.90 1,487.70 1,599.28

Volume Charges:

Tier 1(95% of Base) S 2.00 All Usage S 28 S 303 S 326 S 351 S 3.78
Tier 2 (5% of Base) 5.09

Fire Flow:

Service Charges:
5/8" S 36.00 S 85 $§ 921 § 991 S 1066 S 1146
3/4" 36.00 8.56 9.21 9.91 10.66 11.46
1.0" 36.00 8.56 9.21 9.91 10.66 11.46
1.5" 36.00 12.18 13.09 14.08 15.14 16.28
2.0" 36.00 14.89 16.01 17.22 18.52 19.91
3.0" 36.00 21.21 22.81 24.53 26.37 28.35
6.0" 36.00 52.84 56.80 61.06 65.64 70.57
8.0" 36.00 79.94 85.94 92.39 99.32 106.77
10.0" 36.00 111.57 119.94 128.94 138.62 149.02
12.0" 36.00 201.92 217.07 233.36 250.87 269.69

Sewer Rates

All Usage S 0.27 S 034 S 043 S 054 S 068 S 0.85
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Average Residential Water Bi-Monthly Bill Impact (18 CCF)
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Proposition 218

Proposition 218 requires that any rate increase satisfy five substantive requirements. The Study
conducted on the proposed water, fire flow, and sewer charges addressed these as follows:

(@)

(b)

The revenues derived from the proposed rate adjustments and rate
structure modifications do not exceed the funds required to provide City
water, fire flow, and sewer collection services to the lands, residents, and
water users within the City's service area;

The revenues derived from the proposed rate adjustments and rate
structure modifications are not used for any purpose other than to provide
City water, fire flow, and sewer collection services to the lands, residents,
and water users within the City's service area;
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(© The amount of the proposed rates to be imposed upon any parcel or
person does not exceed the proportional cost of the water, fire flow, and
sewer collection services attributable to such parcel or person;

(d) The entirety of the proposed rates will be imposed only for water, fire flow,
and sewer collection services actually used by, or immediately available
to the property owner, resident, or water user, and the proposed rates do
not contain any fees or charges based on potential or future use of
service; and

(e) No part of the proposed rates will be imposed for general government
services, where the service is available to the public at large in
substantially the same manner as it is to the property owners, residents,
and water users of the City.

As of submitting this report on Wednesday, January 13, 2016, the only official protest received
was from Mr. McMahon of Cerritos (Attachment 5). The City Attorney has provided the following
response:

“In response to the concerns raised by Mr. McMahon, who owns one of 146 parcels
within Cerritos that receive water and sewer service from La Palma, the fact that
the Cerritos utility rates may be different from those in La Palma raises no legal
issues. As a water and sewer customer of La Palma, Cerritos resident McMahan
receives the same level of service, and pays the same water and sewer rates, as
all other La Palma utility customers. In fact, La Palma cannot legally charge Mr.
McMahan a lower water or sewer rate than La Palma residents.

While Cerritos may legitimately use a different parcel size and other factors relating
to that city in structuring its rates for Cerritos customers, La Palma likewise may
use the parcel size and other factors prevalent in La Palma as a basis for
structuring the La Palma rate for La Palma customers. Similarly, while Cerritos
may appropriately determine to use a portion of its tax revenues to subsidize the
water rates to its customers, it is equally appropriate for La Palma to determine not
to subsidize the water rates paid by La Palma customers.”

FISCAL IMPACT:

The water and sewer utilities are operated as enterprise funds. As a result, both utilities are
neutral to the City’s General Fund as rate revenues are not transferred as either surplus or profit.
The proposed rates and charges will provide funding adequate to maintain the City’s water and
sewer service and provide revenues proportionate to the cost of providing these services. Over
the next five years annual smaller increases are proposed rather than one large increase now.
Revenues will increase annually proportionate to the needs to fully fund operating and capital
programs. The rates will take effect immediately with the new billing cycle.
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APPROVED:

AL

Comminity Services City Manager

Director

Attachment(s): 1. Resolution Adopting Proposed Water, Fire Flow, and Sewer Rates
2. Ordinance Amending Water Funds Emergency Reserve
3. Proposition 218 Public Hearing Notice

4, Utility Rate Study

5. McMahon Protest
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Attachment 1

RESOLUTION NO. 2016-___

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
LA PALMA ADOPTING WATER, FIRE FLOW, AND SEWER
SERVICE RATES AND MODIFYING THE WATER RATE
STRUCTURE

WHEREAS, the City has undertaken a comprehensive analysis of the City's cost
to provide Water, Fire Flow, and Sewer Service rates and fund near-term and long-term
capital facilities and improvement needs (the "Study"), a copy of which study is on file
with the City, and has developed a proposed water, fire flow, and sewer rate structure
based upon the Study; and

WHEREAS, on December 4, 2015, a notice was mailed to all property owners and
water customers within the City's service area, informing the recipients of the City's
consideration of the proposed water, fire flow, and sewer collection service rate
adjustments and water structure modifications, the basis and reason for the amounts of
such proposed rate adjustments and modifications, and the recipients' opportunity to
attend and provide testimony on the proposed rate adjustment and modifications at a
Public Hearing on the proposed rate schedule on January 19, 2015, at City Hall; and

WHEREAS, on January 19, 2016, the City Council conducted a duly noticed Public
Hearing, reviewed the Study regarding the need for the proposed water, fire flow, and
sewer collection service rate adjustments and water rate structure modifications as set
forth in Exhibit "A" hereto, considered all evidence and testimony submitted at such
Public Hearing, and accepted protests filed prior to and prior to the close of the Public
Hearing.

NOW, THEREFORE, BE IT RESOLVED that the City Council of the City of La
Palma does hereby resolve as follows:

SECTION 1. The City Council finds and determines that __ protests against the
proposed water, fire flow, and sewer collection service rate adjustments and water rate
structure modification were filed and not withdrawn prior to the close of the Public
Hearing. The City Council therefore finds and determines that a majority of the property
owners, residents, and water users within the City's service area have not filed with or
presented to the City written protests against the proposed water, fire flow, and sewer
collection service rate adjustments and water rate structure modifications, and that there
is no successful property owner protest to the proposed rate adjustments and rate
structure modifications.

SECTION 2. Based upon the evidence presented at the public hearing, the
Study, and the analysis-which is summarized in the staff report-regarding the
proposed water, fire flow, and sewer collection service rate adjustments and water rate
structure modifications, the City Council finds and determines as follows:
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(@) The revenues derived from the proposed rate adjustments and rate
structure modifications do not exceed the funds required to provide City
water, fire flow, and sewer collection services to the lands, residents, and
water users within the City's service area,

(b)  The revenues derived from the proposed rate adjustments and rate
structure modifications are not used for any purpose other than to provide
City water, fire flow, and sewer collection services to the lands, residents,
and water users within the City's service area;

(c) The amount of the proposed rates to be imposed upon any parcel or
person does not exceed the proportional cost of the water, fire flow, and
sewer collection services attributable to such parcel or person;

(d)  The entirety of the proposed rates will be imposed only for water, fire flow,
and sewer collection services actually used by, or immediately available
to the property owner, resident, or water user, and the proposed rates do
not contain any fees or charges based on potential or future use of
service; and

(e) No part of the proposed rates will be imposed for general government
services, where the service is available to the public at large in
substantially the same manner as it is to the property owners, residents,
and water users of the City.

SECTION 3. The water, fire flow, and sewer collection service rate adjustments,
and the water rate structure modifications, as proposed and described in the December 4,
2015, Notice for the January 19, 2016, Public Hearing and attached hereto as Exhibit "A,"
are hereby approved.

SECTION 4. Based upon the staff report and presentation, the Study, and
the testimony and evidence presented at the public hearing, the City Council finds and
declares that the increase in the rates for water, fire flow, and sewer collection service
as set forth in Exhibit "A" hereto do not constitute a "project" within the meaning of the
California Environmental Quality Act ("CEQA") and are exempt from CEQA under Public
Resources Code Section 21080(b)(8) and State CEQA Guidelines 88 15376(b)(4) and
15273, because the increased water delivery rates' (a) involve the creation of
government funding mechanisms or other government fiscal activities which do not
involve any commitment to any specific project which may result in a potentially significant
physical impact on the environment; and (b) are for the purposes of meeting
operating expenses (including employee wage rates and fringe benefits), purchasing or
leasing supplies, equipment or materials, meeting financial reserve needs and
requirements, and obtaining funds for capital projects necessary to maintain the level of
service within the City's existing service area.



APPROVED AND ADOPTED by the City Council of the City of La Palma at a regular
meeting held on the 19th day of January 2016.

Gerard Goedhart
Mayor

ATTEST:

Kimberly Kenney
Deputy City Clerk



EXHIBIT “A”

RATE ADJUSTMENTS

Existing

FY2016 FY2017 FY2018 FY2019 FY2020
Water Rates
Residential:
Service Charges:
5/8" $  39.00 $ 3146 S 3382 $ 3636 $ 39.09 $ 42.03
3/4" 39.00 31.46 33.82 36.36 39.09 42.03
1.0" 39.00 31.46 33.82 36.36 39.09 42.03

Volume Charges:

Tier 0(0- 5 CCF) S 000
Tier 1(5.01- 26 CCF) 1.87 All Usage S 18 S 203 $ 219 $ 236 S 254
Tier 2(26.01 - 50 CCF) 2.26
Tier 3( >50 CCF) 5.09

Non-Residential:
Service Charges:

5/8" $ 57.00 $ 3146 S 3382 S 3636 S 39.09 S 42.03
3/4" 57.00 31.46 33.82 36.36 39.09 42.03
1.0" 57.00 31.46 33.82 36.36 39.09 42.03
1.5" 57.00 126.64 136.15 146.37 157.35 169.16
2.0" 80.00 198.04 212.89 228.86 246.03 264.49
3.0" 135.00 364.62 391.97 421.37 452.98 486.96
6.0" 135.00 1,197.52 1,287.34 1,383.90 1,487.70 1,599.28

Volume Charges:

Tier 1(95% of Base) $  2.00 All Usage S 28 $ 303 $§ 326 § 351 $§ 3.78
Tier 2(5% of Base) 5.09

Fire Flow:

Service Charges:
5/8" S  36.00 S 85 $ 921 § 991 S 1066 S 1146
3/4" 36.00 8.56 9.21 9.91 10.66 11.46
1.0" 36.00 8.56 9.21 9.91 10.66 11.46
1.5" 36.00 12.18 13.09 14.08 15.14 16.28
2.0" 36.00 14.89 16.01 17.22 18.52 19.91
3.0" 36.00 21.21 22.81 24.53 26.37 28.35
6.0" 36.00 52.84 56.80 61.06 65.64 70.57
8.0" 36.00 79.94 85.94 92.39 99.32 106.77
10.0" 36.00 111.57 119.94 128.94 138.62 149.02
12.0" 36.00 201.92 217.07 233.36 250.87 269.69

Sewer Rates

All Usage S 0.27 S 034 S 043 S 054 S 068 S 0.8



Attachment 2

ORDINANCE NO. 2016-___

AN ORDINANCE OF THE CITY OF LA PALMA AMENDING
CHAPTER 14, ARTICLE |, SECTION 1 OF THE MUNICIPAL
CODE REDUCING THE EMERGENCY FUND
REQUIREMENT IN THE WATER FUNDS

WHEREAS, the City Council of the City of La Palma conducted a Utility
Rate Study in 2015 to ensure rates meet expenses to operate the systems, which have
not been adjusted since 2010; and

WHEREAS, the City Council has determined that the current 10 (ten)
percent reserve requirement is larger than necessary for localized emergencies requiring
unanticipated repairs to the system and would require annual ongoing significant
customer rate increases; and

WHEREAS, the City Council has adopted a new rate schedule on January
19, 2016, for the City owned and operated Water Utility which maintains a required
emergency fund reserve; and

WHEREAS, the City Council of the City of La Palma conducted a duly
noticed Public Hearing on said Ordinance, introducing and conducting a first reading, and
considered testimony and evidence at the Public Hearing held with respect thereto; and

NOW, THEREFORE, the City Council of the City of La Palma does hereby
ordain to amend Chapter 14, Article 1, Section 1, (e) as follows:

SECTION 1: The La Palma City Council amends Chapter 14, Article I,
Section 1, (e) as:

(e) Reserve for replacement value of utility fixed assets.

(1) The combined total of the two water funds as enumerated in subsection (c)(1)
and (c)(2) shall retain an amount equal to five percent of the replacement value
of the fixed assets of the water utility as a reserve within the funds.

(2) The combined total of the two sewer funds as enumerated in subsection (c)(3)
and (c)(4) shall retain an amount equal to ten percent of the replacement value
of the fixed assets of the sewer utility as a reserve within the funds.

(3) The reserve amounts must be fully funded before moneys may be expended for
projects, pursuant to subsection (d), except that moneys may be expended from
either capital reserve fund account on four-fifths' vote of the City Council. Such
appropriation action by the City Council shall enumerate the nature of the
emergency, make the emergency appropriation, and appropriate moneys for
publicity of said emergency and the situation surrounding such emergency.

Ordinance 2016-___ Page 1
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PASSED, APPROVED, and ADOPTED by the City Council of the City of La Palma
at a regular meeting held on the 2nd day of February, 2016.

Gerard Goedhart
Mayor

ATTEST:

Kimberly Kenney
Deputy City Clerk

Ordinance 2016-__ Page 2



STATE OF CALIFORNIA )
COUNTY OF ORANGE ) SS.
CITY OF LA PALMA )

I, Kimberly Kenney, Deputy City Clerk of the City of La Palma, DO HEREBY CERTIFY
that the foregoing Ordinance was adopted by the City Council of said City at a regular
meeting of said City Council held on the 2nd day of February 2016, and that it was so
adopted by called vote as follows:

AYES:

NOES:

Kimberly Kenney
Deputy City Clerk

Ordinance 2016-___ Page 3



Attachment 3

Notice of Public Hearing

La Palma City Hall Council Chambers
7822 Walker St, La Palma, CA 90623

TUESDAY, January 19, 2016 at 7:00 pm
REGARDING PROPOSED WATER AND SEWER RATES

NOTICE IS HEREBY GIVEN that on January, 19, 2016, at 7:00 P.M., the City Council of the City
of La Palma will conduct a Public Hearing at the Council Chambers, City Hall, 7822 Walker Street,
La Palma, California, to consider adopting and imposing the following proposed new Bi-Monthly
water, fire flow, and sewer service rates:

Recommended Water and Sewer Rates

Existing
Description Rates Description Proposed Rates

FY2016 FY2017 FY2018 FY2019 FY2020
Water Rates
Residential:
Service Charges:
5/8" S 39.00 $ 3146 S 338 S 3636 S 39.09 S 42.03
3/4" 39.00 31.46 33.82 36.36 39.09 42.03
1.0" 39.00 31.46 33.82 36.36 39.09 42.03

Volume Charges:

Tier0(0-5 CCF) $ 000
Tier 1(5.01 - 26 CCF) 1.87 All Usage S 188 $ 203 $ 219 § 236 $ 254
Tier 2 (26.01- 50 CCF) 2.26
Tier 3 ( >50 CCF) 5.09

Non-Residential:
Service Charges:

5/8" $ 57.00 $ 3146 S 3382 $ 3636 S 39.09 $ 42.03
3/4" 57.00 3146 33.82 36.36 39.09 42.03
1.0" 57.00 3146 33.82 36.36 39.09 42.03
1.5" 57.00 126.64 136.15 146.37 157.35 169.16
2.0" 80.00 198.04 212.89 228.86 246.03 264.49
3.0" 135.00 364.62 391.97 421.37 452.98 486.96
6.0" 135.00 1,197.52 1,287.34 1,383.90 1,487.70 1,599.28

Volume Charges:

Tier 1(95% of Base) S 2.00 All Usage S 281 S 303 $ 326 $ 351 § 378
Tier 2 (5% of Base) 5.09

Fire Flow:

Service Charges:
5/8" S 36.00 S 856 S 921 S 991 S 1066 S 11.46
3/4" 36.00 8.56 9.21 9.91 10.66 11.46
1.0" 36.00 8.56 9.21 9.91 10.66 11.46
1.5" 36.00 12.18 13.09 14.08 15.14 16.28
2.0" 36.00 14.89 16.01 17.22 18.52 15.91
3.0" 36.00 21.21 22.81 24.53 26.37 28.35
6.0" 36.00 52.84 56.80 61.06 65.64 70.57
8.0" 36.00 79.94 85.94 92.39 99.32 106.77
10.0" 36.00 111.57 115.94 128.94 138.62 149.02
12.0" 36.00 201.92 217.07 233.36 250.87 269.69

Sewer Rates

All Usage S 0.27 $ 034 S 043 § 054 S 068 S 085
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A financial rate study conducted by an independent consultant has demonstrated that La
Palma’s existing water and sewer rates are not fully recovering costs associated with
operation, maintenance, and capital projects for each of the two utilities. As a result, the
water and sewer funds are utilizing their existing reserves to cover expenses. In addition,
future needs for water and sewer capital improvements will require additional funding from
rates. These capital projects will be funded primarily with rate revenues of the system.

The proposed rates have been calculated based on La Palma’s cost to provide water and
sewer service to users. Required revenue is based on projected expenses for operations,
maintenance, and required repairs and/or replacement for capital facilities and equipment.

Projected expenses are allocated between bi-monthly Base (fixed) Charges and Volume
Charges for water service. The bi-monthly Base Charge varies for water customers based
on a customer’s meter size, with fixed costs allocated based on number of accounts. The
Volume Charge for water differs by customer type and recovers the variable costs of
providing water service. The bi-monthly Flow Charge is the same for all sewer customers,
with all costs allocated based on projected flows. The rate structures were designed so that
each system user will be charged an amount that is proportional to the cost of serving that
user.

The cost of service analysis used to determine the rates herein follows general conformance
with the America Water Works Association’s guidelines for rate development. In developing
rates, revenue requirements are allocated to the various customer classifications in
proportion to the quantity of service rendered and to ensure rates are based on the
proportionate cost of service. Annual revenue requirements are determined based on the
System’s needs for items such as operating expenses, capital expenses and the
maintenance of required reserves. Allocations of revenue requirements to customer classes
take into account the quantity of water used, the relative peak capacity requirements placed
on the System, and the number and size of services to customers within each class.

The City of La Palma will consider the new rate structure and proposed revenue increase at
a public hearing on Tuesday, January 19, 2016 at 7:00 p.m. at the Council Chambers at City
Hall, 7822 Walker Street, La Palma. You are invited to present oral or written testimony at
the public hearing. Any owner or customer of record of a parcel subject to the proposed
rates may submit a written protest against the proposed rate revisions. If written protests are
filed with respect to a majority of the affected property parcels, the proposed rate revisions
will not be adopted. A written protest must contain the street address or Assessor's Parcel
Number (APN) for the parcel(s) with respect to which the protest is made. The protest must
also be signed by the owner or customer. Protests may be mailed or hand delivered to the
City Clerk at 7822 Walker Street, La Palma, California 90623. Protests may also be delivered
to the City Clerk at the public hearing. To be valid, a signed written protest must be received
by the City Clerk at or before the time of the protest hearing.

If you have additional questions or want more information, please visit the City’s
website_www.cityoflapalma.org/water or call City Hall at (714) 690-3330 during normal
business hours or appear at the Public Hearing on January 19, 2016, in person or by agent
and be heard.

IS/
Laurie A. Murray

City Clerk


http://www.cityoflapalma.org/water
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WILLDAN

Financial Services
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October 29, 2015

Section 1 - Introduction

1.1. Introduction

Willdan Financial Services (“Willdan”) was retained by the City of La Palma, California (“City”) to conduct
a Water and Sewer Rate Study (“Study”) for the City’s water and sewer enterprise funds (“Utilities”).
This report details the results of the Study for the six-year period FY 2015-2020, the results of which are

presented in this Study Report.

The results presented herein consist of a Revenue Sufficiency, Cost of Service review, and Rate Design
Analysis for the Utilities (separately for water and sewer). The financial plan (Revenue Sufficiency) was
designed to provide revenues sufficient to fund the ongoing operating expenses and capital costs
necessary to operate the Utilities, while meeting the financial requirements and goals set forth by the
City for the Utilities. The focus of this component of the study is annual revenue increases needed by

the Utilities to fund ongoing operating expenses and capital costs.

The cost of service analysis presented herein follows general conformance with the America Water
Works Association’s Manual M1; “Principals of Water Rates, Fees, and Charges” for the water system. In
developing an equitable rate structure, revenue requirements are allocated to the various customer
classifications in proportion to the quantity of service rendered. Allocations of revenue requirements to
customer classes should take into account the quantity of water used, the relative peak capacity

requirements placed on the water utility, the number and size of services to customers.

Sewer treatment is provided by Orange County Sanitation District. The City’s sewer system is limited to
collection service only. The current sewer rate structure consists of a single volumetric rate charged to
all sewer customers based on their water usage. Since no treatment related services are included in the
sewer rate, only collection service, the practice of charging for sewer service via a consistent volumetric

rate is appropriate. As such, no cost of service analysis was needed or prepared for the sewer system.

The Revenue Sufficiency and Cost of Service analysis provide a basis for the review and update of a
schedule of water rates that reasonably recovers allocated costs of service. The Rate Design portion of
this study considers the findings of the Revenue Sufficiency and Cost of Service analysis in the

development of a rate structure that equitably recovers the necessary funding for the Utility.
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1.2. Organization of this Report

This Study Report presents an overview of the rate-making concepts employed in the development of
the analysis contained herein, followed by a discussion of the data, assumptions and results associated
with the analysis. Appendices with detailed schedules are presented for a further investigation into the
data, assumptions and calculations used in the development of this Study Report. The report is

organized as follows:

e Section 1 - Introduction

e Section 2 — Overview of Utility Rate-Making Principles, Processes and Issues
e Section 3 — Revenue Sufficiency Analysis Development and Results

e Section 4 — Cost of Service Analysis Development and Results

e Section 5 — Rate Design

e Section 6 — Bill Comparison

e Section 7 — Conclusions and Recommendations

e Appendix A — Detailed Revenue Sufficiency Analysis Schedules

e Appendix B — Detailed Cost of Service Analysis Schedules

e Appendix C— Detailed Rate Design Schedules
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Section 2 - Overview of Utility Rate-Making Principles, Processes and Issues

2.1. Introduction

Rate analyses are typically performed every few years to ensure that revenues from rates are
adequately funding utility operations, maintenance, and future capital needs. In California, rate analyses
also require compliance with the cost-of-service principles imposed by Proposition 218 to ensure that
rates correlate to how costs are incurred. This rate analysis utilized generally accepted rate-making
principles which resulted in the development of rates that are projected to: 1) generate sufficient
revenue to meet the financial requirements of the water and sewer utilities, 2) address the need to
recover costs from users in a manner which is fair and equitable relative to service provided, and 3)
meet the rate design goals of the Utility. A discussion of some of the key principles of rate-making, and

how the processes employed herein are guided by those principles, is presented below.

2.2. Discussion of General Rate-Making Principles

While the individual rates for each utility vary based on a variety of factors, the development of rates
should be consistent with general rate-making principles set forth in utility rate-making practice and
literature. In addition, as the primary goal of the Utility is to provide reliable water and sewer service,
the primary goal of this Study was that the rates generate sufficient revenue to provide the Utility with
the resources to provide reliable service to the City. The principles by which rate practitioners are
guided include designing rates that strike a reasonable balance between several key principles. In

general, rates designed should:

e Generate a stable rate revenue stream which, when combined with other sources of funds, is

sufficient to meet the financial requirements and goals of the utility

e Be fair and equitable — that is, they should generate revenue from customer classes which is

reasonably in proportion to the cost to provide service to that customer class

e Comply with California State requirements - Proposition 218 requires that property related fees
and charges, such as water and sewer rates not exceed the reasonable cost of providing the
service associated with the fee or charge, and shall also not exceed the proportional cost of the
service attributable to the parcel that is subject to the fee or charge. The San Juan Capistrano

court ruling further identifies the need for tiered water rate to be based on cost principles.
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e Be easy to understand by customers
e Be easy to administer by the utility
e Minimize customer impact

2.3. The Revenue Sufficiency Process

In order to develop rates and charges which generate sufficient revenue to meet the fiscal requirements
of the Utility, a determination of the annual rate revenue required must be completed. This rate
revenue, combined with other sources of funds, is evaluated to determine whether the total revenue is
sufficient to meet those fiscal requirements. This process is typically referred to as a Revenue Sufficiency

Analysis.

The process employed in the Revenue Sufficiency Analysis results in the identification of revenue
requirements of the system, such as operating expenses, capital expenses (minor and major), debt
service expense (including a provision for debt service coverage), transfers out and the maintenance of
both restricted and unrestricted reserves at appropriate levels. These revenue requirements are then
compared to the total sources of funds during each year of the forecast period to determine the
adequacy of projected revenues to meet projected revenue requirements. To the extent that the
existing revenue stream is not sufficient to meet the annual revenue requirements of the system, a
series of rate revenue increases are calculated which would be required in order to provide revenue

sufficient to meet those needs.
2.4. Cost of Service Analysis

The water cost of service analysis presented herein follows general conformance with The America
Water Works Association’s (AWWA), in their Manual M1; “Principals of Water Rates, Fees, and Charges”
which developed an industry guide to developing cost of service based rates. Developing an equitable
rate structure using the principals established in the manual involves allocating revenue requirements to
the various customer classifications in proportion to the quantity of service rendered. Allocations of
revenue requirements to customer classes should take into account the quantity of water used, the
relative peak capacity requirements placed on the water utility, and the number and size of services to

customers.
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This rate study was performed using AWWA’s Manual M1 as a guideline to allocate the costs of
providing service to users in order to ensure that the resulting rates are equitable and in compliance
with Proposition 218 requirements. The total costs of serving water customers is determined by
distributing each of the water utility cost components based upon the water service demands placed on
the utility by the City’s two water customer classes. The cost of providing sewer collection service is
distributed to customers through a single rate to all customers based on their contribution (discharge
based on water consumption) to the sewer system. Since there are no treatment related costs

recovered in this rate, a single volumetric rate for sewer is appropriate.

2.5. Rate Design Process

The Revenue Sufficiency and Cost of Service process described in the preceding sections provide a basis
for the review and update of a schedule of rates that reasonably recovers allocated costs of service.
However, other factors such as public reaction, bill impact, and administrative complexity of the rate
structure should also be taken into consideration. Within the revenue needs of the system, as
forecasted in the Revenue Sufficiency Analysis, and within the boundaries of Cost of Service, there are
certain judgments that must be entered into the final choice of rates. Factors such as public reaction to
the extent of changes and adjustments, previous rate levels, and local practice in the past should be

recognized in making rate adjustments. Additionally, rates should be reasonably simple in application.
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Section 3 - Revenue Sufficiency Analysis Development and Results

3.1. Revenue Sufficiency Analysis
3.1.1 General Methodology

In order to develop rates and charges which generate sufficient revenue to meet the fiscal requirements
of the Utility, a determination of the annual revenue from rates which, combined with other sources of
funds, will provide sufficient funds to meet those fiscal requirements must first be completed. This

process is typically referred to as a Revenue Sufficiency Analysis.

The process employed in the Revenue Sufficiency Analysis resulted in the identification of revenue
requirements of the Utility, such as operating expenses, capital expenses (minor and major), and the
maintenance of both restricted and unrestricted reserves at appropriate levels. These revenue
requirements were then compared to the total sources of funds during each year of the forecast period
to determine the adequacy of projected revenues to meet requirements. To the extent that the existing
revenue stream was not sufficient to meet the annual revenue requirements of the Utility, a series of

rate revenue increases were calculated to provide revenue sufficient to meet those needs.

In addition, the Revenue Sufficiency Analysis resulted in the identification of a capital project funding
plan for the forecast period which identified the need to fund capital projects in FY 2015-2020 through
the use of the Utilities available funds. Scenarios that include a mix of current cash and future debt
were reviewed during the study; however, it was decided by City management to not include debt for

future capital funding.

The Capital Improvement Plan (CIP), including the timing of projects and estimated costs, was provided
by the Utility. Willdan relied on this information and the CIP was fully integrated into the Revenue

Sufficiency Analysis.
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3.1.2 Data Items
Key data items reviewed, discussed and incorporated into the Revenue Sufficiency Analysis were:
e Financial management goals of the Utility
e FY 2014 Comprehensive Annual Financial Report (CAFR)
e FY 2015 Operating Budget
e Capital Improvements Plan (CIP)
e Customer Billing data adjusted to represent current drought conditions
e General assumptions related to:
= Customer growth
= Cost escalation factors
= New debt (no new debt is assumed as part of the study)

A discussion of the use of each of the above data items is presented below.
3.1.3 Fund Balances Related to the FY 2014 Comprehensive Annual Financial Report (CAFR)

To better understand what funds the Utility had on hand to start the forecast period, a detailed review
of the City’s financial statements, the fiscal year (FY) 2014 CAFR, was conducted and reviewed with staff.
Assumptions were made to estimate the actual funds available to the Utility at the end of FY 2014, and
therefore at the beginning of FY2015, based on discussions with staff. A summary of these fund
balances, as adjusted for use in this analysis, is presented below in Table 3-1 for both the water and
sewer enterprise funds. For the water and sewer systems, the City maintains Operating and Emergency
Reserve funds. The Operating funds are intended to support normal day-to-day operations and the
Emergency Reserve funds are intended to be used only in emergency situations. The Emergency
Reserve funds are established by Municipal Code and require a balance of at least 10% of the

replacement value of the respective utility.
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Table 3-1
Utility Fund Balances as of June 30, 2014

Emergenc Emergenc
Description Operating BRI Operating B
Reserve Reserve

Current Assets:
Cash & Investments $ 1,480,796 S 3,331,809 S 1,706,068 S 2,238,687
Receivables:
Accounts 684,267 0 57,331 0
Interest 352 0 304 0
Loans 0 0 0 0
Due from other governments 248 0 0 0
Subtotal $ 2,165663 $ 3,331,809 S 1,763,703 S 2,238,687
Current Liabilities:
Accounts payable S (492,521) S 0 $ (80,762) S 0
Due to other govt 0 0 0 0
Salaries Payable (9,734) 0 (1,702) 0
Retentions Payable 0 0 0 0
Subtotal $ (502,255) S 0 S (82464) S 0

Net Beginning Balances (Curr S 1,663,408 S 3,331,809 S 1,681,239 S 2,238,687
Assets less Current Liabilities -
with Adjustments)

Source - Comprehensive Annual Financial Report Year Ending June 30, 2014

A more detailed presentation of the fund balances presented above is presented in Schedules A-2W and

A-2S, for water and sewer funds respectively, in the Appendix.
3.1.4 Budgeted and Projected Revenue and Expenses

Staff provided the fiscal year (“FY”) 2015 Budget, and associated line-item expense detail, as the basis
for the projection of financial performance for FY2015. Reported revenue was obtained from the City’s
financial statements as well as other documentation provided by staff and was used as the basis for
projecting Utility revenue. Projected revenue for FY 2016-2020 was developed assuming no annual
growth in customers and, further, by any adopted or projected rate increases during the forecast period.
In addition, line-item projected expenses for FY 2016-2020 were developed using cost escalation factors

as discussed in Section 3.1.8; General Assumptions.
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Cost escalation factors were reviewed by staff and were used to project line-item costs beyond the 2015

budget. Those factors were applied based on line-item cost classifications.

A summary of the budgeted and projected revenues and expenses are presented below in Tables 3-2

and 3-3, respectively.

Table 3-2
Utility Fund Balances as of June 30, 2014

Description FY2015 FY2016* FY2017 FY2018 FY2019 FY2020

Water Fund:

Rate Revenue S 2,602,000 S 2455140 $ 2,639,276 $ 2,837,221 $ 3,050,012 S 3,278,764

Miscellaneous Revenue 4,000 4,000 4,000 4,000 4,000 4,000

Interest Earnings 8,000 8,000 11,000 8,000 5,000 3,000
Total S 2614000 S 2,467,140 S 2,654,276 S 2,849,221 $ 3,059,012 $ 3,285,764
Sewer Fund:

Rate Revenue S 236,631 $ 266,210 $ 332,763 $ 415,953 $ 519,941 $ 649,927

Miscellaneous Revenue 0 0 0 0 0 0

Interest Earnings 8,000 7,000 4,000 2,000 1,000 0
Total S 244,631 S 273,210 $ 336,763 S 417,953 $ 520,941 $ 649,927

Note:
1 - The Utility budgeted lower water revenues in FY2016 due to reduced
water usage associated with the on-going drought.
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Table 3-3
Utility Operating Expenses

Description FY2015 FY2016 FY2017 FY2018 FY2019 FY2020
Water Fund:
Water Admin:
Personnel S 93,400 $ 79,500 $ 81,600 $ 84,048 $ 86,569 $ 89,166
Maint. & Operations 141,800 170,000 172,300 176,435 180,669 185,006
Water Production:
Personnel 151,000 132,800 134,500 138,535 142,692 146,973
Maint. & Operations 1,395,600 1,460,000 1,541,445 1,615,916 1,675,040 1,736,540
Water Transmission:
Personnel 117,300 96,700 98,600 101,558 104,605 107,743
Maint. & Operations 360,700 391,400 398,000 409,940 422,237 434,905
Water Billing:
Personnel 280,700 219,300 223,100 229,793 236,687 243,789
Maint. & Operations 126,900 171,400 178,200 182,477 186,856 191,341
Total S 2,667,400 $ 2,721,100 S 2,827,745 S 2,938,702 S 3,035355 $ 3,135,463
Sewer Fund:
Personnel S 97,100 $ 83,500 $ 84,800 $ 87,344 $ 89,964 $ 92,664
Maint. & Operations 149,686 156,000 163,800 165,172 169,135 173,193
Total S 246,786 S 239,500 $ 248,600 S 252,516 S 259,099 $ 265,857

A more detailed presentation of the line-item budgeted and projected revenues and expenses for the
water and sewer funds is presented in Schedules A-3W, A-4W, A-3S, and A-4S, respectively, in the

Appendix.
3.1.5 Capital Improvements Plan (CIP)

The Utility provided Willdan with a forecast of capital requirements for the FY2015 — 2020 forecast
period. A summary table of the water and sewer CIP for the FY2015 — 2020 forecast period is presented

below in Table 3-4. A more detailed CIP, including the timing and funding source for each respective

project, is presented in Schedules A-5W, A-7W, A-5S, and A-7S, respectively for water and sewer, in the

Appendix.
Table 3-4
Utility Capital Improvement Program
Description FY2015 FY2016 FY2017 FY2018 FY2019 FY2020

Water Fund (excluding
Climatec Energy Project) S 92,261 S 76,000 S 195,000 S 465,000 S 250,000 $ 95,000
Climatec Energy Project 0 625,000 0 0 0 0
Total Water CIP S 92,261 $ 701,000 $ 195,000 $ 465,000 $ 250,000 $ 95,000
Sewer CIP S 297,002 S 441,300 $ 450,000 $ 285,000 $ 285,000 $ 285,000
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3.1.6 Outstanding Debt Service

Many utilities utilized long-term debt to fund capital assets. Debt obligations generally carry some form
of covenants associated with the debt that require that a minimum debt service coverage be
maintained, or exceeded, in each year of the forecast period. Based on review of the City’s financial
statements, and confirmed with staff, the Utility does not have any outstanding debt and as a policy

does not wish to add future debt to the Utility.
3.1.7 General Assumptions

In order to develop the financial and rate projections, certain assumptions were made with regard to

elements of the revenue sufficiency analysis. A summary of those assumptions is presented below.
3.1.7.1. Growth

Based on discussion with City staff, it was assumed that there would be no annual growth in the

customer base and requisite flows during the forecast period.

3.1.7.2. Operating Projections

For the purposes of forecasting Operating requirements of the Utility, an escalation factor of
3.0% for personnel related expenses is used. Other requirements are projected using an annual
escalation factor of 2.4%. City staff provided alternative annual escalation factors for Water

Pumping and Purchased Water expenses.

3.1.7.3. Minimum Unrestricted Working Capital Balance — Operating Fund

In order to minimize rate impacts, the Utility has developed a goal of maintaining an
unrestricted working capital operating fund reserve amount greater than or equal to
approximately 45 days of operating expenses, in addition to the established Emergency Reserve
Funds. The analysis presented herein projects a minimum unrestricted working capital operating

fund reserve of at least 45 days of operating expenses during the forecast period.

3.1.7.4. Emergency Reserve Funds

The City maintains Emergency Reserve funds for both the water and sewer utilities. The
Emergency reserve funds are established by Municipal Code and require a balance of at least

10% of the replacement value of the respective utility. The City provided a February 25, 2014,
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report prepared by CivilSource that establishes the replacement values of the water and sewer
utilities. It is assumed as part of this study that the replacement values will increase by 2.4%
annually. In order to provide funding for the water utility, it is recommended that the water

fund Emergency Reserve be reduced to 5% of the water utility’s replacement value.
3.1.7.5. Future Debt

Based on the direction of City staff, the Capital Improvement Program is forecasted to be cash
funded and no future debt is forecasted during the projection period. It should be noted that
for the Water Fund, it is forecasted that the use of Emergency Reserve proceeds will be needed
to fund the water Capital Improvement Program and support water operations over the

projection period.

3.1.8 Results of the Revenue Sufficiency Analysis

After a thorough review of the above-mentioned data elements, the resulting financial plan presented
herein is the embodiment of the data, assumptions and review process undertaken with staff in several

meetings.

3.1.8.1. Revenue Increases Required

The revenue requirements and financial goals of the Utility during the forecast period

necessitate the need for additional revenue in the form of customer revenue increases.

Table 3-5 below presents a summary of the projected customer revenue increases required
during the forecast period in order for the Utility to meet its financial goals. It is important to
note that the forecasted Water Fund revenue increases assume the availability and use of water
Emergency Reserves with the Emergency Reserve requirement reduced from 10% of the water

system replacement value to 5% of the water system replacement value.
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Table 3-5
Utility Revenue Increases

Description FY2015 FY2016" FY2017 FY2018 FY2019 FY2020
Water Fund
Water Sales Revenue S 2,602,000 S 2,366,400 $ 2,366,400 $ 2,366,400 S 2,366,400 S 2,366,400

Additional Rate Revenue From Adjustments:

FY2015 @ 0% S 0 s 0 s 0 s 0 S 0 S 0
FY2016 @ 7.5% 73,950 177,480 177,480 177,480 177,480
FY2017 @ 7.5% 95,396 190,791 190,791 190,791
FY2018 @ 7.5% 102,550 205,100 205,100
FY2019 @ 7.5% 110,241 220,483
FY2020 @ 7.5% 118,510
Total Additional Water S 0 s 73,950 S 272,876 S 470,821 S 683,613 S 912,364

Rate Revenue

Total Rate Revenue S 2,602,000 S 2,440350 S 2,639,276 S 2,837,221 $ 3,050,013 $ 3,278,764
Other Operating Revenue S 4,000 S 4,000 S 4,000 S 4,000 S 4,000 S 4,000
Interest Earnings 8,000 8,000 11,000 8,000 5,000 3,000

Total Operating Revenue $ 2,614,000 § 2,452,350 $§ 2,654,276 S 2,849,221 $ 3,059,013 S 3,285,764
Sewer Fund
Water Sales Revenue S 236,631 §$ 236,631 §$ 236,631 S 236,631 S 236,631 S 236,631

Additional Rate Revenue From Adjustments:

FY2015 @ 0% S 0 s 0 s 0 s 0 s 0 s 0
FY2016 @ 25% 24,649 59,158 59,158 59,158 59,158
FY2017 @ 25% 36,974 73,947 73,947 g 73,947
FY2018 @ 25% 46,217 92,434 92,434
FY2019 @ 25% 57,771 115,542
FY2020 @ 25% 72,214
Total Additional Water S 0 s 24,649 S 96,131 $ 179,322 S 283,310 S 413,295

Rate Revenue

Total Rate Revenue S 236,631 §$ 261,280 $ 332,762 §$ 415,953 S 519,941 $ 649,926
Other Operating Revenue  $ 0 s 0 s 0 S 0 S 0 S 0
Interest Earnings 8,000 7,000 4,000 2,000 1,000 0

Total Operating Revenue  $ 244,631 $ 268,280 $ 336,762 $ 417,953 $ 520,941 $ 649,926

Note:

1 - The Utility budgeted lower water revenues in FY2016 due to reduced
water usage associated with the on-going drought.

2 - Adjusted for partial year increases.
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3.1.8.2. Capital Project Funding

With capital project funding needs projected during the forecast period, it is imperative the

Utility develop a financial plan which provides for the full funding of the CIP.

Table 3-6 below presents the summary capital project funding projections, by funding source
and by year, for fiscal years 2015 through 2020, considering the Capital Improvement Programs

provided by the City for the water and sewer utilities.

A more detailed presentation of the capital project funding plan is presented in Schedule A-6 in

the Appendix.

Table 3-6
Capital Improvements Program Funding Plans

Description FY2015 FY2016 FY2017 FY2018 FY2019 FY2020
Water Fund™?
Capital Improvement S 92,261 S 701,000 $ 195,000 S 465,000 S 250,000 $ 95,000
Program

Funding Sources:

Operating Fund S 92,261 $ 701,000 $ 195,000 $ 465,000 $ 250,000 S 95,000
New Debt 0 0 0 0 0 0
Sewer Fund
Capital Improvement S 297,002 $ 441,300 $ 450,000 $ 285,000 $ 285,000 S 285,000
Program

Funding Sources:

Operating Fund S 297,002 $ 441,300 S 450,000 S 285,000 $ 285,000 $ 285,000
New Debt 0 0 0 0 0 0
Notes:

1 - Excludes $625,000 Climatec Energy Project
2 - Operating Fund includes the transfer in of Emergency Reserve funds
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3.2. Summary of the Revenue Sufficiency Analysis

The Revenue Sufficiency Analysis presented herein utilized generally accepted rate-making principles
which resulted in the development of a rate plan which is projected to generate sufficient revenue to

meet the financial requirements of the Utility during the forecast period.

3.2.1.1. Summary of Revenue Sufficiency Analysis

The resulting financial plan presented herein includes a series of rate revenue increases,
presented earlier in Table 3-5. The rate revenue increases provide for funding of projected
revenue requirements during the forecast period and provide revenue to meet the financial

goals of the Utility as documented in this Report.

The summary of Revenue Sufficiency Analysis is presented below in Tables 3-7 and 3-8 for the
water and sewer funds respectively. A more detailed presentation of the financial plan,
including fund balance reconciliations for each fund, is presented in Schedules A-1W and A-1S in

the Appendix.
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Table 3-7

Forecasted Water Utility Operating Results
Description FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020

Revenue from Rates
Water Sales Revenue $ 2,602,000 $ 2,366,400 $ 2,366,400 $ 2,366,400 $ 2,366,400 $ 2,366,400

Additional Rate Revenue from Adjustments

FY 2015 @ 0% $ 03 03 03 03 03 0
FY 2016 @ 7.5% 73,950 177,480 177,480 177,480 177,480
FY 2017 @ 7.5% 95,396 190,791 190,791 190,791
FY 2018 @ 7.5% 102,550 205,100 205,100
FY 2019 @ 7.5% 110,241 220,483
FY 2020 @ 7.5% 118,510
Total Additional Rate Revenue $ 0 s 73950 $ 272876 $ 470,821 $ 683613 $ 912,364
Total Rate Revenue $ 2,602,000 $ 2,440,350 $ 2,639,276 $ 2,837,221 $ 3,050,013 $ 3,278,764

Other Non Rate Revenue

Other Operating Revenue $ 4,000 $ 4,000 $ 4,000 $ 4,000 $ 4,000 $ 4,000
Interest Earnings 8,000 8,000 11,000 8,000 5,000 3,000
Total Operating Revenue $ 2,614,000 $ 2,452,350 $ 2,654,276 $ 2,849,221 $ 3,059,013 $ 3,285,764

Expenditures
Operating Expenses $ (2,667,400) $ (2,721,100) $ (2,827,745) $ (3,000,702) $ (3,099,215) $ (3,201,239)

Net Revenue $ (534000 $ (268,750) $ (173,470) $ (151,480) $  (40,202) $ 84,525

Non-Operating Expenses:

Minor Capital $ 0 3 03 03 0 3 03 0

Projects Funded with Existing

Reserves/Current Cash (92,261) (701,000) (195,000) (465,000) (250,000) (95,000)

Transfers Out (Emer. Res) 0 0 (69,412) (45,994) (59,814) (50,740)

Non Operating Expenses 0 0 0 0 0 0

Total Non-Operating Expenses $ (92,261) $ (701,000) $ (264,412) $ (510,994) $ (309,814) $ (145,740)
Transfers In $ 0 $ 1,559,047 $ 0 $ 0 3 0 $ 0
Debt Service:

Existing Revenue Bond Debt Service $ 0 3 0 $ 03 0 3 0 $ 0

New Revenue Bond Debt Service 0 0 0 0 0 0
Total Debt Service for Coverage $ 0 $ 0 $ 0 $ 0 $ 0 $ 0

Debt Service Coverage
Debt Service Coverage NA NA NA NA NA NA

Net Cash Flow $ (145661) $ 589,297 $ (437,882) $ (662,475 $ (350,016) $  (61,215)

Fund Balances
Operating Fund:

Beginning Year Balance $ 1,663,408 $ 1,517,747 $ 2,107,044 $ 1,669,163 $ 1,006,688 $ 656,671
Net Income from Operations (145,661) 589,297 (437,882) (662,475) (350,016) (61,215)
Ending Balance $ 1517,747 $ 2,107,044 $ 1,669,162 $ 1,006688 $ 656,672 $ 595,456
Operating Reserve - Months of O&M 7 9 7 4 3 2

Operating Fund Fund Reserve Target
Operating Reserve Target - 1.5 Months of O&\ $ 333,425 $ 340,138 $ 353,468 $ 375,088 $ 387,402 $ 400,155

Emergency Replacement - Water:

Replacement Value $ 35,198,220 $ 36,135,238 $ 37,703,484 $ 38,803,368 $ 40,199,648 $ 41,414,440
Reserve Requirement (%) 10% 5% 5% 5% 5% 5%
Reserve Requirement ($) $ 3,519,822 $ 1,806,762 $ 1,885,174 $ 1,940,168 $ 2,009,982 $ 2,070,722
Beginning Year Balance $ 3,331,809 $ 3,348809 $ 1,806,762 $ 1,885174 $ 1,940,168 $ 2,009,982
Fees Collected 0 0 69,412 45,994 59,814 50,740
Net Transfers 0 (1,559,047) 0 0 0 0
Interest Earnings 17,000 17,000 9,000 9,000 10,000 10,000
Funded Capital Projects 0 0 0 0 0 0
Ending Balance $ 3,348809 $ 1,806,762 $ 1,885174 $ 1,940,168 $ 2,009,982 $ 2,070,722
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Table 3-7 (continued)

Forecasted Water Utility Operating Results
Description FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020

Capital Program Funding
Annual Capital Needs:

SCADA $ 0 $ 110,000 $ 0 $ 0 $ 0 $ 0
Ongoing SCADA Improvements 0 0 0 0 25,000 0
City Yard Reservoir Assessment 0 0 25,000 0 0 0
City Yard Reservoir Rehab 0 0 0 100,000 0 0
City Yard Engineered Pump Suction 0 150,000 0 0 0 0
Water Treatment Feasibility Study 0 0 0 0 0 0
Water Treatment Preliminary Design 0 0 75,000 0 0 0
Water Treatment Engineering 0 0 0 150,000 0 0
Meadowlark Well Pump Replacement 0 0 0 0 75,000 0
Walker Well Pump Replacement 0 0 75,000 0 0 0
Pipeline Condition Assessment 0 40,000 0 0 0 0
Resrvoir Coating 0 0 0 0 70,000 0
City Yard Pavement 0 53,500 0 0 0 0
Water Valves & Sewer Manholes 35,881 20,000 20,000 20,000 20,000 20,000
Resrvoir Mixers 0 0 0 0 60,000 0
City Yard Fence 0 15,500 0 0 0 0
City Yard Storm Drains 0 46,000 0 0 0 0
Storage Bin Roof 0 12,500 0 0 0 0
Water Master Plan 0 0 0 125,000 0 0
Urban Water Master Plan 0 55,000 0 0 0 0
Water Rate Study 4,700 70,000 0 0 0 75,000
City Yard Mondernization Plan 17,000 0 0 0 0 0
Improvements 0 103,500 0 0 0 0
Walker Well Fence 0 25,000 0 0 0 0
Water Billing 0 0 0 70,000 0 0
Climatec Energy Project 0 625,000 0 0 0 0
Other Projects 4,890 0 0 0 0 0
Sedaru Utility Management Project 29,790 0 0 0 0 0
Other Capital Projects 0 0 0 0 0 0
Total Capital Program $ 92,261 $ 1,326,000 $ 195000 $ 465,000 $ 250,000 $ 95,000
Funding Sources:
Operating Revenue $ 92,261 $ 701,000 $ 195000 $ 465,000 $ 250,000 $ 95,000
Debt 0 0 0 0 0 0
Total Capital Program Funding $ 92,261 $ 701,000 $ 195000 $ 465000 $ 250,000 $ 95,000
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Table 3-8

Forecasted Sewer Utility Operating Results
Description FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020

Revenue from Rates
Sewer Sales Revenue $ 236,631 $ 236,631 $ 236,631 $ 236,631 $ 236,631 $ 236,631

Additional Rate Revenue from Adjustments

FY 2015 @ 0% $ 0 3 03 0 3 03 0 3 0
FY 2016 @ 25% 24,649 59,158 59,158 59,158 59,158
FY 2017 @ 25% 36,974 73,947 73,947 73,947
FY 2018 @ 25% 46,217 92,434 92,434
FY 2019 @ 25% 57,771 115,542
FY 2020 @ 25% 72,214

FY 2021 @ 0%
FY 2022 @ 0%

FY 2023 @ 0%
FY 2024 @ 0%
Total Additional Rate Revenue $ 0 $ 24,649 $ 96,131 $ 179,322 $ 283,310 $ 413,295
Total Rate Revenue $ 236,631 $ 261,280 $ 332,762 $ 415,953 $ 519,941 $ 649,926

Other Non Rate Revenue

Other Operating Revenue $ 0 s 0 $ 0 s 0 $ 0 3 0
Interest Earnings 8,000 7,000 4,000 2,000 1,000 0
Total Operating Revenue $ 244631 $ 268,280 $ 336,762 $ 417,953 $ 520,941 $ 649,926

Expenditures
Operating Expenses $ (246,786) $ (239,500) $ (248,600) $ (252,516) $ (259,099) $ (265,857)

Net Revenue $ (2,155) $ 28,780 $ 88162 $ 165437 $ 261,842 $ 384,069

Non-Operating Expenses:

Minor Capital $ 0 3 0 $ 0 3 03 0 3 0

Projects Funded with Existing

Reserves/Current Cash (297,002) (441,300) (450,000) (285,000) (285,000) (285,000)

Transfers Out (Emer. Res) 0 (157,961) (90,178) (92,500) (78,532) (79,729)

Non Operating Expenses 0 0 0 0 0 0

Total Non-Operating Expenses $ (297,002) $ (599,261) $ (540,178) $ (377,500) $ (363,532) $ (364,729)
Transfers In $ 0 $ 0o $ 0 $ 0 $ 0 $ 0

Debt Service:

Existing Revenue Bond Debt Service $ 0 $ 0o $ 0 $ 0 $ 0 $ 0
New Revenue Bond Debt Service 0
Total Debt Service for Coverage $ 0 $ 0o $ 0 $ 0 $ 0 $

Debt Service Coverage

Debt Service Coverage NA NA NA NA NA NA
Net Cash Flow $  (299,157) $ (570,481) $ (452,015) $ (212,063) $ (101,690) $ 19,341
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Table 3-8 (continued)

Forecasted Sewer Utility Operating Results
Description FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020

Fund Balances
Operating Fund:

Beginning Year Balance $ 1,681,239 $ 1,382,082 $ 811,601 $ 359,586 $ 147,523 $ 45,834
Net Income from Operations (299,157) (570,481) (452,015) (212,063) (101,690) 19,341
Ending Balance $ 1,382,082 $ 811,601 $ 359,586 $ 147,523 $ 45834 $ 65,175
Operating Reserve - Months of O&M 67 41 17 7 2 3

Operating Fund Fund Reserve Target
Operating Reserve Target - 1.5 Months of O&N $ 30,848 $ 29,938 $ 31,075 $ 31,565 $ 32,387 $ 33,232

Emergency Replacement - Water:

Replacement Value $ 23,329,570 $ 23,889,480 $ 24,766,957 $ 25,813,255 $ 26,893,574 $ 27,830,859
Reserve Requirement (%) 10% 10% 10% 10% 10% 10%
Reserve Requirement ($) $ 2,332,957 $ 2,388,948 $ 2,476,696 $ 2,581,326 $ 2,689,357 $ 2,783,086
Beginning Year Balance $ 2,238,687 $ 2,249,687 $ 2,418648 $ 2,520,826 $ 2,626,326 $ 2,717,857
Fees Collected 0 157,961 90,178 92,500 78,532 79,729
Net Transfers 0 0 0 0 0 0
Interest Earnings 11,000 11,000 12,000 13,000 13,000 14,000
Funded Capital Projects 0 0 0 0 0 0
Ending Balance $ 2,249,687 $ 2,418,648 $ 2,520,826 $ 2,626,326 $ 2,717,857 $ 2,811,586

Capital Program Funding
Annual Capital Needs:

Sewer Deficiency Repairs $ 120,000 $ 250,000 $ 250,000 $ 120,000 $ 120,000 $ 120,000
Water Valves & Sewer Manholes 30,000 30,000 30,000 30,000 30,000 30,000
Grease & Encrustation Removal 75,000 75,000 75,000 75,000 75,000 75,000
Sewer System Evaluation & CCTV REVIEW ( 50,000 60,000 60,000 60,000 60,000 60,000
Sedaru Utility Management Software 0 0 35,000 0 0 0
City Yard Fence 0 3,100 0 0 0 0
Storage Bin Roof 0 2,500 0 0 0 0
City Yard Interior Improvements 0 20,700 0 0 0 0
Other Projects 22,002 0 0 0 0 0
Total Capital Program $ 297,002 $ 441,300 $ 450,000 $ 285000 $ 285000 $ 285,000
Funding Sources:
Operating Revenue $ 297,002 $ 441,300 $ 450,000 $ 285000 $ 285000 $ 285,000
Debt 0 0 0 0 0 0
Total Capital Program Funding $ 297,002 $ 441,300 $ 450,000 $ 285000 $ 285000 $ 285,000
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In the preparation of this analysis, Willdan Financial Services relied upon financial, statistical, and
operating data regarding the Utility which was taken from the books of record and accounts prepared by
or for the City, information provided by the management and staff of the City and others, and certified
statements of the independent auditors for the City. While Willdan believes such sources to be reliable,
it does not verify the accuracy of any of the information furnished by and obtained from such sources as

part of this engagement.

Furthermore, this report and findings are prepared for the sole use of the City of La Palma, California in

connection with the water and sewer funds and are not intended for distribution or use of any third

party.
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Section 4 - Cost of Service Analysis Development and Results

4.1. General

The water cost of service analysis presented herein follows general conformance with the America
Water Works Association’s Manual M1; “Principals of Water Rates, Fees, and Charges”. In developing
an equitable rate structure using the Base Extra Capacity method, revenue requirements are allocated
to the various customer classifications in proportion to the quantity of service rendered. Allocations of
revenue requirements to customer classes take into account the quantity of water used, the relative
peak capacity requirements placed on the System, and the number and size of services to customers

within each class.

Sewer treatment is provided by Orange County Sanitation District. The City’s sewer system is limited to
collection service only. The current sewer rate structure consists of a single volumetric rate charged to
all sewer customers based on their water usage. Since no treatment related services are included in the
sewer rate, only collection service, the practice of charging for sewer service via a consistent volumetric

rate is appropriate. As such, no cost of service analysis was needed or prepared for the sewer system.
4.2. Allocation of Cost Components

The cost of water service may be analyzed by system function in order to properly allocate the costs to
the various classes of customers. Costs of service are first determined by function and then further
separated into the following four basic cost components: (1) “Base”; (2) “Extra Capacity”; (3)
“Customer”; and (4) “Fire Flow”. Base costs are those that vary directly with the quantity of water used,
as well as those costs associated with serving customers under average load conditions without the
elements necessary to meet water use variations or peak demands. Base costs include operating and
capital related costs of the System, or portions thereof, associated with service required for a constant

or average annual rate of use.

Extra Capacity costs represent those operating costs incurred in meeting demands in excess of average,
and capital related costs for additional plant and system capacity beyond that required for the average

rate of use.
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Customer costs are defined as those that tend to vary in proportion to the number of customers
connected to the system. These include meter reading, billing, collecting and accounting, and

maintenance and capital costs associated with meters and services.

Fire Flow costs are those costs associated with the provision of fire protection services, such as private

sprinklers. These costs are related to the ability to provide service in the case of a fire related event.

The separation of costs of service into these four principal categories facilitates the allocation of such
costs to the various cost components on the basis of the respective service requirements of each

component. Table 4-1 below provides a summary of the allocation methodology employed for each

operating cost category of the water utility.

Table 4-1
Cost Component Allocation Factors

Extra Capacity

Meters & Billing &

Cost Category Base Max Day Max Hour Services Collection Fire Flow
Water - SOS 100% 0% 0% 0% 0% 0%
Water - Pump 56% 44% 0% 0% 0% 0%
Water - Treat 56% 44% 0% 0% 0% 0%
Water - T&D' 41% 33% 23% 0% 0% 3%
Water - CS’ 0% 0% 0% 50% 50% 0%
Water - Admin 73% 6% 5% 8% 8% 1%
Operating Data: Flow Max Day Max Hour
Average Day Flow (MGD) 1.97 56% 42%

Max Day Flow (MGD) 3.54 44% 34%
Max Hour Flow (MGD) 4.65 0% 24%
Notes:

1 - Allocation based on Max Hour with 3% of cost related
to Fire Flow (Hydrant Repair costs from budget).

2 - Allocated 50/50 Meters & Services/Billing & Collection
3 - Allocated based on average of other Cost Category's
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Table 4-2 below provides a summary of the allocation of operating costs using the allocation factors
presented above. The Fix and Flow Charge proportions shown in this table are the basis for allocating

the test year annual revenue requirement to meter service charges and volume charges. Additional

detail with regard to the cost allocations can be found in Appendix B-1.

Table 4-2
Allocation of Water Operating Costs

Extra Capacity

Meters &  Billing &

Cost Category Max Day MaxHour Services Collection Fire Flow
Water - SOS S 1,592,800 $ 0 S 0 S 0 S 0 S 0] $1,592,800
Water - Pump 0 0 0 0 0 0 0
Water - Treat 0 0 0 0 0 0 0
Water - T&D 199,962 159,361 112,669 0 0 16,107 488,100
Water - CS 0 0 0 195,350 195,350 0 390,700
Water - New Bond DS 0 0 0 0 0 0 0
Water - Admin 180,974 16,087 11,374 19,720 19,720 1,626 249,500
Total S 1,973,736 $175,448 $ 124,043 $215,070 S 215,070 S 17,733 | $2,721,100
Allocation for Admin 73% 6% 5% 8% 8% 1%
Fixed Charge Component S 592,121 $ 0 S 0 $215,070 $ 215,070 $ 17,733 | $1,039,994
Flow Charge Component 1,381,615 175,448 124,043 0 0 0 1,681,106
Total S 1,973,736 $175,448 $ 124,043 $215,070 $ 215,070 $ 17,733 | $2,721,100
Fixed Charge Proportion: 38%
Flow Charge Proportion: 62%
Notes:

1 - 30% allocated to Fix Charge Component
2 - Based on average of total Cost Category
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4.3. Distribution of Costs to Customer Classes

The total cost responsibility of each customer class may be estimated by developing unit costs of service
for each cost category and assigning those costs to the customer classes based on the respective service
requirement of each. To properly recognize the cost of service, each customer class is allocated a share

of Base and Extra Capacity (including maximum day and maximum hour) costs.

Unit costs of service are developed by dividing the total cost allocated to each cost component by the
total applicable units of service. The customer class responsibility for service is obtained by applying the
resultant unit costs of service to the number of units of service for each customer class. This allocation
procedure and the resulting proportion of costs to be recovered from each customer class are provided
in Table 4-3 below. Additional detail with respect to distribution of costs to customer classes can be

found in Appendix B-1.

Table 4-3
Allocation of Water Operating Costs to Customer Classes

| Maxbay |  MaxHour |

Capacity Total Extra Capacity Total Extra
Factor Capacity  Capacity Factor  Capacity Capacity

Average
Daily Flow

Customer Class Annual Flow Total

Residential 570,084 1,562 198% 3,086 1,524 260% 4,054 2,492
Non-Residential 312,039 855 185% 1,582 727 243% 2,078 1,223
Total 882,123 2,417 4,668 2,251 6,131 3,715
Allocated Costs $ 1,973,736 S 175,448 S 124,043 $2,273,227
Billing Units 882,123 2,251 3,715
Unit Cost S 2.24 S 7794 S 33.39
Base Cost Max Day Extra Capacity Cost Max Hour Extra Capacity Cost
Allocation Allocation Allocation
Residential 570,084 $ 1,275,554 1,524 $ 118,809 2,492 ¢ 83216 $1,477,579
Non-Residential 312,039 698,182 727 56,639 1,223 40,826 795,648
Total 882,123 $ 1,973,736 2,251 $ 175,448 3,715 S 124,043 $2,273,227
Residential Proportion: 65%
Non-Residential Proportion: 35%
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Section 5 - Rate Design

The revenue requirement and cost of service studies described in the preceding sections of this Report
provide a basis for the review and update of a schedule of rates that reasonably recovers allocated costs
of the systems. This section of the Report provides supporting detail around the development of the

rate structures developed as part of this study.

5.1. Development of Service Charges

Service Charges represent fixed charges of the rate structure that do not vary based on a customer’s
water consumption. Under the City’s current rate structure, these charges are determined based on
the customer’s meter size. This method of collecting fixed charges is constant with standard rate
making practice; however, fixed charges are generally developed and charged based on the American
Water Works Association (AWWA) meter equivalencies. These meter equivalencies, as established by
AWWA, recognize the potential for greater water availability as meter sizes increase. The Service
Charges developed below use AWWA meter equivalencies as the basis for distributing fixed costs to
customers. Table 5-1 shows the development of the “Base Meter Rate”, which is the rate for 5/8”, %”,
and 1.0” meter sizes. As shown in Table 5-2, the “Base Meter Rate” is multiplied by AWWA meter
equivalencies to develop rates for larger meter sizes. Additional detail with respect to the development

of service charges can be found in Appendix C-1.
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Table 5-1
Development of Base Service Charges

Revenue Meter Base
Description Requirements Equivalents Meter Rate

Test Year Revenue Requirementlz S 2,543,880

Fixed Charge Portion’: 38%

Fixed Charge Amount: S 972,261

Less Fire Flow Amount: (17,733)

Fixed Charge less Fire: S 954,528

Allocable to All**: S 200,820 26,224 S 7.66
Allocable to Only Residential & 753,708 31,672 23.80
Non Residential:

Subtotal S 954,528 S 31.46
Allocable to All: S 7.66
Direct Fire Allocation: 17,733 19,626 0.90
Subtotal S 972,261 S 8.56
Notes:

1 - Adjusted for mid-year increase; see Table 3-5, FY2016
$2366400 with 7.5 % rate increase.

2 - See Table 4-2

3 - Primarily Billing & Collection costs

4 - Base Meter Rate developed using total system connections.
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Table 5-2
rge Development
Allocable to All (Billion & Collection) Direct Costs
Meter Non- Non-

Meter Size Equivalent |Residential Residential Fire Flow |Residential Residential Fire Flow |Residential Residential Fire Flow
5/8" 1.00 S 7.66 $ 7.66 $ 766 $ 2380 S 2380 $ 090 S 3146 S 3146 S 8.56
3/4" 1.00 7.66 7.66 7.66 23.80 23.80 0.90 31.46 31.46 8.56
1.0" 1.00 7.66 7.66 7.66 23.80 23.80 0.90 31.46 31.46 8.56
1.5" 5.00 NA 7.66 7.66 NA 118.99 4.52 126.64 12.18
2.0" 8.00 NA 7.66 7.66 NA 190.38 7.23 198.04 14.89
3.0" 15.00 NA 7.66 7.66 NA 356.96 13.55 364.62 21.21
6.0" 50.00 NA 7.66 7.66 NA  1,189.86 45.18 1,197.52 52.84
8.0" 80.00 NA NA 7.66 NA NA 72.28 79.94
10.0" 115.00 NA NA 7.66 NA NA 103.91 111.57
12.0" 215.00 NA NA 7.66 NA NA 194.27 201.92
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5.2. Development of Volume Charges

Volume charges represent components of the rate structure that vary based on a customer’s water
consumption, generally, the more a customer uses the more the customer will pay. Some volume
charge structures, such as the City’s existing volume structure, incorporate tiered rates, where the unit
rate increases at distinct volume levels (tiers); the more a customer uses the higher the unit volume

rate.

This type of structure is known as a conservation rate structure and is commonly implemented in areas
with limited or strained water supplies. Given that the unit rate increases as a customer’s usage

increases, this rate structure provides a price signal encouraging customers to conserve water.

The California court ruling related to San Juan Capistrano challenged whether tiered rate structures
comply with Proposition 218 requirements. The courts ruled that all water rates, including tiered rates,

must be based on the actual costs incurred.

Approximately 70% of the City’s water comes from groundwater supplies. The remaining 30% of water
is imported, and is higher cost water. The residential tiered rate structure developed as part of this
analysis recognizes these volumes and the cost difference between groundwater supplies and imported
water. Table 5-3 provides detail around the development of volumetric rates for both Residential and
Non-Residential customer classes. Table 5-4 provides additional information around the cost based
differential used in the Residential tired rated development. Additional detail with respect to the

development of volume rates can be found in Appendix C-2.
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Table 5-3
Development of Volume Rates

Calculations

2016 Revenue Requirement: S 2,543,880
Less Fire Flow (20,153)
Subtotal S 2,523,727

Residential Non-Residential
Cost of Service Allocation® 65% 35%
Cost Distribution S 1,640,402 S 883,325
Less Service Charge Revenue (783,831) (168,277)
Subtotal S 856,571 S 715,048
Tier 1 Flow (CCF)? 305,532 254,969
Tier 2 Flow (CCF)? 150,110 NA
Tier 2 Factor” 1.61
Tier 2 Cost Differential 241,512
Total Equivalent Flow 547,044 254,969
Tier 1 Rate ($/CCF) S 1.57 S 2.81
Tier 2 Rate ($/CCF) 2.52 NA
Notes:

1 - From Cost of Service Allocations Table 4-3

2 - Based on 70% of billed usage, 70% of the City's source water is
groundwater supply.

3 - Based on 30% of billed usage, 30% of the City's source water is
imported.

4 - See Table 5-4
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Table 5-4
Water Cost Differential

Water Pumping Water Purchase-
Production Costs Charge MWD
Usage Related Costs S 655,306 S 536,300 S 489,500
Billed Usage 710,611 497,428 213,183
Billed Usage Proportion* 70% 30%
Unit Cost S 1.08 S 2.30
Unit Costs
Tier 1 Cost S
Tier 2 Cost S
Differential
Note:

1 - Billed Usage Proportion Based on City water sources; 70%

groundwater, 30% imported water.
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5.3. Rate Recommendations

The proposed water rates follow a similar structure as existing rates which include Service Charges
which are fixed charges based on meter size, and Volume Charges which are based on a customer’s

usage. Modifications to the water rate structure include:

e The developed rates are generally based on the American Water Works Association guidelines
which includes allocation of costs to customer classes

e Service Charges are based on meter equivalencies developed by the American Water Works
Association

e Volume Charges for Residential customers include a two tier structure (reduced from a three
tier structure) and are based on the cost difference between groundwater supplies and
imported water

e Volume Charge for Non-Residential customers consist of a single rate for all consumption

(reduced from the previous two tier structure)

The City’s existing sewer rate consists of a single volume rate charged to all customers based on their
respective water usage. This rate is consistent with the sewer services provided by the City and no

change to this structure is prosed.

Table 5-5 below presents the City’s existing rates as well as recommended rates for the FY2016 through
2020 projection period. The FY2016 rates incorporate the rate structure changes discussed herein, and

are subsequently adjusted for future years based on the Revenue Sufficiency results herein.
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Table 5-5
Recommended Water and Sewer Rates

Existing
Description Rates Description Proposed Rates

FY2016  FY2017 FY2018 FY2019  FY2020
Water Rates
Residential:
Service Charges:
5/8" $  39.00 $ 3146 $ 3382 $ 3636 $ 39.09 $ 42.03
3/4" 39.00 31.46  33.82 3636  39.09  42.03
1.0" 39.00 31.46  33.82 3636  39.09  42.03
Volume Charges:
Tier 0 (0 - 5 CCF) $ 0.0
Tier 1 (5.01 - 26 CCF) 1.87 Tier1(0-14CCF) $ 157 $ 169 $ 1.8 $ 196 $ 211
Tier 2 (26.01 - 50 CCF) 2.26 Tier 2 (> 14 CCF) 2.52 2.71 2.92 3.14 3.38
Tier 3 (>50 CCF) 5.09

Non-Residential:
Service Charges:

5/8" $ 57.00 S 3146 S 33.82 $ 36.36 S 39.09 S 42.03
3/4" 57.00 31.46 33.82 36.36 39.09 42.03
1.0" 57.00 31.46 33.82 36.36 39.09 42.03
1.5" 57.00 126.64  136.15 146.37 157.35 169.16
2.0" 80.00 198.04  212.89  228.86 246.03  264.49
3.0" 135.00 364.62 39197 421.37 452.98  486.96
6.0" 135.00 1,197.52 1,287.34 1,383.90 1,487.70 1,599.28

Volume Charges:
Tier 1 (95% of Base)  $ 2.00 All Usage S 28 $§ 303 $ 326 S 351 $§ 3.78
Tier 2 (5% of Base) 5.09

Fire Flow:

Service Charges:
5/8" $  36.00 $ 856 $ 921 $ 991 S 1066 $ 11.46
3/4" 36.00 8.56 9.21 9.91 10.66 11.46
1.0" 36.00 8.56 9.21 9.91 10.66 11.46
1.5" 36.00 12.18 13.09 14.08 15.14 16.28
2.0" 36.00 14.89 16.01 17.22 18.52 19.91
3.0" 36.00 21.21 22.81 24.53 26.37 28.35
6.0" 36.00 52.84 56.80 61.06 65.64 70.57
8.0" 36.00 79.94 85.94 92.39 99.32  106.77
10.0" 36.00 111.57 119.94 128,94  138.62  149.02
12.0" 36.00 201.92  217.07 233.36  250.87  269.69

Sewer Rates

All Usage S 0.27 S 034 $ 043 $ 054 S 068 S 0.85
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Section 6 - Customer Impact

In order to provide a review of the impact the proposed rates will have on customers, a comparison of
bills under existing rates and under proposed rates was completed for the City’s two customer classes;
Residential and Non-Residential/Multi-Family. The comparison below provides customer’s bills, using
existing and proposed rates, at varying levels of usage. For Non-Residential/Multi-Family, existing bills
vary for each customer based on their meter size and Base Usage (Base Usage is used under existing
rates to establish the tier differential for Non-Residential/Multi-family customers). As such, for Non-
Residential/Multi-Family, the bill comparisons are completed for each meter size using the average Base

Units for the respective meter size.

Figure 6-1; Bill Impact - Residential

M Bill - Existing Rates M Bill - Proposed Rates
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Figure 6-2; Bill Impact - Non-Residential - 5/8" Meter
M Bill - Existing Rates M Bill - Proposed Rates
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Figure 6-3; Bill Impact - Non-Residential - 3/4" Meter
M Bill - Existing Rates M Bill - Proposed Rates
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Figure 6-4; Bill Impact - Non-Residential - 1" Meter
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Figure 6-5; Bill Impact - Non-Residential - 1.5" Meter
M Bill - Existing Rates M Bill - Proposed Rates
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Figure 6-6; Bill Impact - Non-Residential - 2.0" Meter
M Bill - Existing Rates M Bill - Proposed Rates
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Figure 6-7; Bill Impact - Non-Residential - 3.0" Meter
M Bill - Existing Rates M Bill - Proposed Rates
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Figure 6-8; Bill Impact - Non-Residential - 6.0" Meter
M Bill - Existing Rates M Bill - Proposed Rates
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Section 7 - Bill Comparison

While operational structures and facilities vary greatly between water and sewer systems, as do
financial dynamics and policies such as levels of funding associated with routine rehabilitation and
replacement of aging system components, levels of borrowing, and funding of reserves. Rate
comparisons provide stakeholders a nominal barometer of the proposed rates in relation to surrounding
or similar communities. Figures 6-1 and 6-2 below provide the estimated monthly bill for a Residential

water and sewer, respectively, customer in comparison to other local communities.

Figure 7-1; Average Residential Water
Bill (Bi-Monthly; 18 CCF)
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Figure 7-2; Average Residential Sewer Bill
(Bi-Monthly; 18 CCF)
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Section 8 - Conclusions and Recommendations
8.1. Conclusions

e Projected operating revenues and operating expenses for the forecast period were developed by,
and/or in consultation with, City staff and are based upon reasonable projections.
e The projected capital project expenses have been developed by City staff to address Utility system
capital needs over the forecast period.
e Based on the conclusions above, we are of the opinion that the financial projections presented
herein demonstrate the Utility’s ability to meet its obligations with regard to:
= QOperating expenses,
= Non-operating expenses,
= Capital project expenses, and
= Key financial policies, including:
0 Generating and maintaining an unrestricted operating reserve balance in an amount
at least equal to 45 days of operating expenses,
0 Maintaining a water Emergency Reserve level of 5% of the water system
replacement value
0 Maintaining a sewer Emergency Reserve level of 10% of the water system

replacement value
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8.2. Recommendations

It is recommended that the City implement the proposed rates and charges presented in this Report
for FY2016 through FY2020, effective February 1, 2016 for FY2016 and effective January 1 of the

remaining fiscal years.

It is recommended that the City reduce the water Emergency Reserve fund requirement from 10%
of the water system replacement value to 5% of the water system replacement value with the

excess of these proceeds being deposited in the water operating fund.

It is recommended that the City update the revenue sufficiency analysis portion of this study each
year to ensure projected revenue is sufficient to fund projected expenses going forward as

assumptions made during this analysis may change and have a material impact upon the analysis.
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City of La Palma

Pro Forma with Debt Service Coverage and Fund Balance Reconciliation

Schedule A - 1IW

Reference 2015 2016 2017 2018 2019 2020
Operating Fund
Water and Sewer Rate Revenue Increases 0.00% 7.50% 7.50% 7.50% 7.50% 7.50%
% of Year Rate Increase Effective 50.00% 41.67% 50.00% 50.00% 50.00% 50.00%
Beginning Unrestricted Fund Balance SchA-2,Linel3 $ 1,663,408 $ 1,517,747 $ 2,107,044 $ 1,669,163 $ 1,006,688 $ 656,671
Rate Revenue 1 SchA-3,Line2 $ 2,602,000 $ 2,440,350 $ 2,639,276 $ 2,837,221 $ 3,050,012 $ 3,278,764
Rate Revenue 2 Sch A-3, Line3 - - - - - -
Rate Revenue 3 Sch A-3,Line4 - - - - - -
Rate Revenue 4 Sch A-3, Line5 - - - - - -
Rate Revenue 5 Sch A-3,Line6 - - - - - -
Rate Revenue 6 Sch A-3,Line7 - - - - - -
Rate Revenue 7 Sch A-3,Line8 - - - - - -
Rate Revenue 8 Sch A-3, Line 9 - - - - - -
Rate Revenue 9 Sch A - 3, Line 10 - - - - - -
Rate Revenue 10 Sch A-3, Line 11 - - - - - -
Total Rate Revenue $ 2,602,000 $ 2,440,350 $ 2,639,276 $ 2,837,221 $ 3,050,012 $ 3,278,764
Other Operating Revenue Sch A - 3, Line 12 4,000 4,000 4,000 4,000 4,000 4,000
Interest Income - Operating Fund Calc 8,000 8,000 11,000 8,000 5,000 3,000
Total Operating Revenue $ 2,614,000 $ 2,452,350 $ 2,654,276 $ 2,849,221 $ 3,059,012 $ 3,285,764
Operating Expenses Sch A- 4, Line 2 (2,667,400) (2,721,100) (2,827,745) (3,000,702) (3,099,215) (3,201,239)
Net Revenue $ (53,400) $ (268,750) $ (173,469) $ (151,481) $ (40,203) $ 84,525
Plus:
Other Sources of Funds
Transfers In Sch A-3, Line 13 - 1,559,047 - - - -
Less:
Other Uses of Funds
Minor Capital SchA-4,Line4 $ - $ - $ - $ - $ - $ -
Major Capital Funded with Existing Reserves/Current Cash Sch A -6, Line 14 (92,261) (701,000) (195,000) (465,000) (250,000) (95,000)
Transfers Out SchA-4,Line5 - - (69,412) (45,994) (59,814) (50,740)
Non Operating Expenses Sch A-4,Line3 - - - - - -
Existing Revenue Bond Debt Service Sch A-4,Line 6 - - - - - -
New Revenue Bond Debt Service SchA-4,Line7 - - - - - -
Net Cash Flow $ (145,661) $ 589,297 $ (437,881) $ (662,475) $ (350,017) $ (61,215)
Ending Unrestricted Fund Balance $ 1,517,747 $ 2,107,044 $ 1,669,163 $ 1,006,688 $ 656,671 $ 595,456
| Days of O&M 208 283 215 122 77 68
Target Unrestricted Fund Balance Target 333,425 340,138 353,468 375,088 387,402 400,155
Debt Service Coverage Calculations:
Revenue Bond Debt Service Coverage
Rate Covenant Debt Service Coverage Test:
Net Revenue Available for Debt Service Coverage Test $ (53,400) $ (268,750) $ (173,469) $ (151,481) $ (40,203) $ 84,525
Revenue Bond Debt Service:
Existing Revenue Bond Debt Service - - - - - -
New Revenue Bond Debt Service - - - - - -
Total Revenue Bond Debt Service $ - $ - $ - $ - $ - $ -
Debt Service Coverage - Rate Covenant - - - - - -
| Debt Service Coverage Requirement 1.50 1.50 1.50 1.50 1.50 1.50
Parity Debt Service Coverage Test:
Net Revenue Available for Debt Service Coverage Test $ (53,400) $ (268,750) $ (173,469) $ (151,481) $ (40,203) $ 84,525
Maximum Revenue Bond Debt Service - - - - - -
Debt Service Coverage - Parity Test - - - - - -
| Debt Service Coverage Requirement 1.50 1.50 1.50 1.50 1.50 1.50
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40

41
42
43
44
45
46
47

48
49
50
51
52
53

54
55
56
57
58
59

60

62
63
64
65

66
67
68
69
70
71

72
73
74
75
76
7

78
79
80
81
82
83

84
85
86

88
89

SRF Debt Service Coverage Test

SRF Test:

Net Revenue Available for Debt Service Coverage Test $ (53,400) $ (268,750) $ (173,469) $ (151,481) $ (40,203) $ 84,525
Less:
Existing Revenue Bond Debt Service $ - $ - $ - $ - $ - $ -
Net Revenue Available for SRF Debt Service Coverage Test $ (53,400) $ (268,750) $ (173,469) $ (151,481) $ (40,203) $ 84,525
Existing SRF Debt Service $ - $ - $ - $ - $ - $ -
New SRF Debt Service - - - - - -
Total SRF Debt Service - - - - - -
Debt Service Coverage - SRF Test - - - - - -
| Debt Service Coverage Requirement 1.50 1.50 1.50 1.50 1.50 1.50
Emergency Replacement - Water
Beginning Balance SchA-2,Line26 $ 3,331,809 $ 3,348,809 $ 1,806,762 $ 1,885,174 $ 1,940,168 $ 2,009,982
Sources of Funds Sch A - 3, Line 14 - - 69,412 45,994 59,814 50,740
Interest Earnings Calc 17,000 17,000 9,000 9,000 10,000 10,000
Uses of Funds other Than Major Capital Sch A -4, Line 12 - (1,559,047) - - - -
Major Capital Funded with Emergency Replacement - Water SchA-6, Line 11 - - - - - -
Ending Balance $ 3,348,809 $ 1,806,762 $ 1,885,174 $ 1,940,168 $ 2,009,982 $ 2,070,722
Fund 3
Beginning Balance SchA-2,Line26 $ - $ - $ - $ - $ - $ -
Sources of Funds Sch A - 3, Line 15 - - - - - -
Interest Earnings Calc - - - - - -
Uses of Funds other Than Major Capital Sch A -4, Line 15 - - - - - -
Major Capital Funded with Fund 3 SchA-6, Line 10 - - - - - -
Ending Balance $ - $ - $ - $ - $ - $ -
Fund 4
Beginning Balance SchA-2,Line26 $ - $ - $ - $ - $ - $ -
Sources of Funds Sch A - 3, Line 16 - - - - - -
Interest Earnings Calc - - - - - -
Uses of Funds other Than Major Capital Sch A -4, Line 18 - - - - - -
Major Capital Funded with Fund 4 SchA-6, Line9 - - - - - -
Ending Balance $ - $ - $ - $ - $ - $ -
Fund 5
Beginning Balance SchA-2,Line26 $ - $ - $ - $ - $ - $ -
Sources of Funds Sch A - 3, Line 17 - - - - - -
Interest Earnings Calc - - - - - -
Uses of Funds other Than Major Capital Sch A -4, Line 21 - - - - - -
Major Capital Funded with Fund 5 SchA-6, Line8 - - - - - -
Ending Balance $ - $ - $ - $ - $ - $ -
Fund 6
Beginning Balance SchA-2,Line26 $ - $ - $ - $ - $ - $ -
Sources of Funds Sch A - 3, Line 18 - - - - - -
Interest Earnings Calc - - - - - -
Uses of Funds other Than Major Capital Sch A -4, Line 24 - - - - - -
Major Capital Funded with Fund 6 SchA-6, Line?7 - - - - - -
Ending Balance $ - $ - $ - $ - $ - $ -
Fund 7
Beginning Balance SchA-2,Line26 $ - $ - $ - $ - $ - $ -
Sources of Funds Sch A - 3, Line 19 - - - - - -
Interest Earnings Calc - - - - - -
Uses of Funds other Than Major Capital Sch A -4, Line 27 - - - - - -
Major Capital Funded with Fund 7 SchA-6, Line 6 - - - - - -
Ending Balance $ - $ - $ - $ - $ - $ -
Fund 8
Beginning Balance SchA-2,Line26 $ - $ - $ - $ - $ - $ -
Sources of Funds Sch A - 3, Line 20 - - - - - -
Interest Earnings Calc - - - - - -
Uses of Funds other Than Major Capital Sch A - 4, Line 30 - - - - - -
Major Capital Funded with Fund 8 SchA-6, Line5 - - - - - -
Ending Balance $ - $ - $ - $ - $ - $ -
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90
91
92
93
94
95

96
97
98
99
100
101

Fund 9
Beginning Balance
Sources of Funds
Interest Earnings
Uses of Funds other Than Major Capital
Major Capital Funded with Fund 9

SchA-2,Line 26
Sch A - 3, Line 19
Calc
Sch A - 4, Line 27
Sch A-6, Line 6

Ending Balance

Cash Funded
Beginning Balance
Sources of Funds
Interest Earnings
Uses of Funds other Than Major Capital
Major Capital Funded with Cash Funded

Sch A-2, Line 26
Sch A - 3, Line 20
Calc
Sch A - 4, Line 30
Sch A-6, Line5

Ending Balance
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City of La Palma
Beginning Fund Balance Reconciliation

Schedule A - 2W

Line No:

1
2

o0 sw

10
1

12

13

BEGINNING BALANCES

Current assets:

Cash & Invesments
Recievables:

Accounts

Interest

Loans

Due from other governments

Operating Fund

Emergency

Replacement - Sewer

Fund 3

Fund 5

Fund 6

Fund 7

Fund 8

Fund 9

Cash Funded

1,706,068

57,331
304

$

2,238,687

Total Current Assets

Current Liabilities:
Accounts payable
due to other govt
Salaries Payable
Retentions payable

1,763,703

80,762

1,702

2,238,687

Total Current Liabilities

Net Beginning Balances (Curr Assets less Current
Liabilities - with Adjustments)

82,464

1,681,239

2,238,687

Fund 4
$ - $
$ - $
$ - $
$ - $
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Schedule A - 3W
City of La Palma

Revenue
Line No: rSummary
1 Code Description 2015 2016 2017 2018 2019 2020
2 RR1 Rate Revenue 1 $ 2,602,000 $ 2,440,350 $ 2,639,276 $ 2,837,221 $ 3,050,012 $ 3,278,764
3 RR2 Rate Revenue 2 - - - - - -
4 RR3 Rate Revenue 3 - - - - - -
5 RR4 Rate Revenue 4 - - - - - -
6 RR5 Rate Revenue 5 - - - - - -
7 RR6 Rate Revenue 6 - - - - - -
8 RR7 Rate Revenue 7 - - - - - -
9 RR8 Rate Revenue 8 - - - - - -
10 RR9 Rate Revenue 9 - - - - - -
11 RR10 Rate Revenue 10 - - - - - -
12 OR Other Operating Revenue 4,000 4,000 4,000 4,000 4,000 4,000
13 TRIN Transfers In - 1,559,047 - - - -
14 Sources - Fund 2 Sources of Funds - Fund 2 - - 69,412 45,994 59,814 50,740
15 Sources - Fund 3 Sources of Funds - Fund 3 - - - - - -
16 Sources - Fund 4 Sources of Funds - Fund 4 - - - - - -
17 Sources - Fund 5 Sources of Funds - Fund 5 - - - - - -
18 Sources - Fund 6 Sources of Funds - Fund 6 - - - - - -
19 Sources - Fund 7 Sources of Funds - Fund 7 - - - - - -
20 Sources - Fund 8 Sources of Funds - Fund 8 - - - - - -
21 Sources - Fund 9 Sources of Funds - Fund 9 - - - - - -
22 Sources - Fund 10 Sources of Funds - Fund 10 - - - - - -
23 INT - Fund 1 Interest Earnings - Fund 1 8,000 8,000 11,000 8,000 5,000 3,000
24 INT - Fund 2 Interest Earnings - Fund 2 17,000 17,000 9,000 9,000 10,000 10,000
25 INT - Fund 3 Interest Earnings - Fund 3 - - - - - -
26 INT - Fund 4 Interest Earnings - Fund 4 - - - - - -
27 INT - Fund 5 Interest Earnings - Fund 5 - - - - - -
28 INT - Fund 6 Interest Earnings - Fund 6 - - - - - -
29 INT - Fund 7 Interest Earnings - Fund 7 - - - - - -
30 INT - Fund 8 Interest Earnings - Fund 8 - - - - - -
31 INT - Fund 9 Interest Earnings - Fund 9 - - - - - -
32 INT - Fund 10 Interest Earnings - Fund 10 - - - - - -
[Detail
33 Code Description 2015 2016 2017 2018 2019 2020
34 Operating Fund
RR1 - BEFORE
GROWTH AND RATE
35 INCR Rate Revenue 1 $ 2,602,000 $ 2,366,400 $ 2,543,880 $ 2734671 $ 2,939,771 $ 3,160,254
36 RR1 - Growth Growth 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
37 Revenue Increase 0.00% 7.50% 7.50% 7.50% 7.50% 7.50%
38 Pct of Year Revenue Increase Effective 50.00% 41.67% 50.00% 50.00% 50.00% 50.00%
39 RR1 Total Rate Revenue 1 - After Revenue Increase $ 2,602,000 $ 2,440,350 $ 2,639,276 $ 2,837,221 $ 3,050,012 $ 3,278,764
RR2 - BEFORE
GROWTH AND RATE
40 INCR Rate Revenue 2 $ - $ - $ - $ - $ - $ -
41 RR2 - Growth Growth 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
42 Revenue Increase 0.00% 7.50% 7.50% 7.50% 7.50% 7.50%
43 Pct of Year Revenue Increase Effective 50.00% 41.67% 50.00% 50.00% 50.00% 50.00%
44 RR2 Total Rate Revenue 2 - After Revenue Increase $ - $ - $ - $ - $ - $ -
RR3 - BEFORE
GROWTH AND RATE
45 INCR Rate Revenue 3 $ - $ - $ - $ - $ - $ -
46 RR3 - Growth Growth 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
47 Revenue Increase 0.00% 7.50% 7.50% 7.50% 7.50% 7.50%
48 Pct of Year Revenue Increase Effective 50.00% 41.67% 50.00% 50.00% 50.00% 50.00%
49 RR3 Total Rate Revenue 3 - After Revenue Increase $ - $ - $ - $ - $ - $ -
RR4 - BEFORE
GROWTH AND RATE
50 INCR Rate Revenue 4 $ - $ - $ - $ - $ - $ -
51 RR4 - Growth Growth 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
52 Revenue Increase 0.00% 7.50% 7.50% 7.50% 7.50% 7.50%
53 Pct of Year Revenue Increase Effective 50.00% 41.67% 50.00% 50.00% 50.00% 50.00%
54 RR4 Total Rate Revenue 4 - After Revenue Increase $ - $ - $ - $ - $ - $ -
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City of La Palma

Schedule A - 3W

Revenue
RR5 - BEFORE
GROWTH AND RATE
55 INCR Rate Revenue 5 $ - $ - $ - $ - $ - $ -
56 RR5 - Growth Growth 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
57 Revenue Increase 0.00% 7.50% 7.50% 7.50% 7.50% 7.50%
58 Pct of Year Revenue Increase Effective 50.00% 41.67% 50.00% 50.00% 50.00% 50.00%
59 RR5 Total Rate Revenue 5 - After Revenue Increase $ - $ - $ - $ - $ - $ -
RR6 - BEFORE
GROWTH AND RATE
60 INCR Rate Revenue 6 $ - $ - $ - $ - $ - $ -
61 RR6 - Growth Growth 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
62 Revenue Increase 0.00% 7.50% 7.50% 7.50% 7.50% 7.50%
63 Pct of Year Revenue Increase Effective 50.00% 41.67% 50.00% 50.00% 50.00% 50.00%
64 RR6 Total Rate Revenue 6 - After Revenue Increase $ - $ - $ - $ - $ - $ -
RR/7 - BEFORE
GROWTH AND RATE
65 INCR Rate Revenue 7 $ - $ - $ - $ - $ - $ -
66 RR7 - Growth Growth 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
67 Revenue Increase 0.00% 7.50% 7.50% 7.50% 7.50% 7.50%
68 Pct of Year Revenue Increase Effective 50.00% 41.67% 50.00% 50.00% 50.00% 50.00%
69 RR7 Total Rate Revenue 7 - After Revenue Increase $ - $ - $ - $ - $ - $ -
RR8 - BEFORE
GROWTH AND RATE
70 INCR Rate Revenue 8 $ - $ - $ - $ - $ - $ -
71 RR8 - Growth Growth 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
72 Revenue Increase 0.00% 7.50% 7.50% 7.50% 7.50% 7.50%
73 Pct of Year Revenue Increase Effective 50.00% 41.67% 50.00% 50.00% 50.00% 50.00%
74 RR8 Total Rate Revenue 8 - After Revenue Increase $ - $ - $ - $ - $ - $ -
RRY - BEFORE
GROWTH AND RATE
75 INCR Rate Revenue 9 $ - $ - $ - $ - $ - $ -
76 RR9 - Growth Growth 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
77 Revenue Increase 0.00% 7.50% 7.50% 7.50% 7.50% 7.50%
78 Pct of Year Revenue Increase Effective 50.00% 41.67% 50.00% 50.00% 50.00% 50.00%
79 RR9 Total Rate Revenue 9 - After Revenue Increase $ - $ - $ - $ - $ - $ -
RR10 - BEFORE
GROWTH AND RATE
80 INCR Rate Revenue 10 $ - $ - $ - $ - $ - $ -
81 RR10 - Growth Growth 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
82 Revenue Increase 0.00% 7.50% 7.50% 7.50% 7.50% 7.50%
83 Pct of Year Revenue Increase Effective 50.00% 41.67% 50.00% 50.00% 50.00% 50.00%
84 RR10 Total Rate Revenue 10 - After Revenue Increase $ - $ - $ - $ - $ - $ -
For Use In Rate Design Section - Do Not Alter: 2015 2016 2017 2018 2019 2020
85 Total Rate Revenue - w/ Partial Year Rate Increase (as applicable) $ 2,602,000 $ 2,440,350 $ 2,639,276 $ 2,837,221 $ 3,050,012 $ 3,278,764
86 [Total Rate Revenue - w/ Full Year Rate Increase $ 2,366,400 $ 2,543,880 $ 2,734,671 $ 2,939,771 $ 3,160,254 $ 3,397,273
87 Total Full Year Operating Revenue Requirement 2,378,400 2,555,880 2,749,671 2,951,771 3,169,254 3,404,273
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City of La Palma

Schedule A - 3W

Revenue
88 OR Water Meter Sales 2,000 2,000 2,000 2,000 2,000 2,000
89 OR Interest - Investments - - - - - -
90 OR Expense Reimbursements - - - - - -
91 OR Miscellaneous Revenues 2,000 2,000 2,000 2,000 2,000 2,000
92 TRIN From Emergency Fund - 1,559,047 - - - -
93 Interest Earning Calculation
94 Average Balance $ 832,000 $ 759,000 $ 1,054,000 $ 835,000 $ 503,000 $ 328,000
95 Assumed Interest Earnings Rate 1.0% 1.0% 1.0% 1.0% 1.0% 1.0%
96 INT - Fund 1 Projected Interest Earnings $ 8,000 $ 8,000 $ 11,000 $ 8,000 $ 5,000 $ 3,000
97 Emergency Replacement - Water
98 Operating Revenue - - - - - -
99 Non Operating Revenue - - - - - -
100 Transfers In - - 69,412 45,994 59,814 50,740
101 Sources - Fund 2 Total Sources - - 69,412 45,994 59,814 50,740
102 Interest Earnings Calculation
103 Average Balance $ 1,666,000 $ 1,674,000 $ 903,000 $ 943,000 $ 970,000 $ 1,005,000
104 Assumed Interest Earnings Rate 1.0% 1.0% 1.0% 1.0% 1.0% 1.0%
105 INT - Fund 2 Projected Interest Earnings $ 17,000 $ 17,000 $ 9,000 $ 9,000 $ 10,000 $ 10,000
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City of La Palma

Revenue

Schedule A - 3W

106

107
108
109
110

111
112
113
114

115

116
117
118
119

120
121
122
123

124

125
126
127
128

129
130
131
132

Sources - Fund 3

INT - Fund 3

Sources - Fund 4

INT - Fund 4

Sources - Fund 5

INT - Fund 5

Fund 3

Operating Revenue
Non Operating Revenue
Transfers In

Total Sources

Interest Earnings Calculation
Average Balance
Assumed Interest Earnings Rate

1.0%

1.0%

1.0%

1.0%

1.0%

Projected Interest Earnings

Fund 4

Operating Revenue
Non Operating Revenue
Transfers In

Total Sources

Interest Earnings Calculation
Average Balance
Assumed Interest Earnings Rate

1.0%

1.0%

1.0%

1.0%

1.0%

Projected Interest Earnings

Fund 5

Operating Revenue
Non Operating Revenue
Transfers In

Total Sources

Interest Earnings Calculation
Average Balance
Assumed Interest Earnings Rate

1.0%

1.0%

1.0%

1.0%

1.0%

Projected Interest Earnings
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City of La Palma
Revenue

Schedule A - 3W

133

134
135
136
137

138
139
140
141

142

143
144
145
146

147
148
149
150

151

152
153
154
155

156
157
158
159

160

161
162
163
164

165
166
167
168

169

170
11
172
173

174
175
176
177

Sources - Fund 6

INT - Fund 6

Sources - Fund 7

INT - Fund 7

Sources - Fund 8

INT - Fund 8

Sources - Fund 9

INT - Fund 9

Sources - Fund 10

INT - Fund 10

Fund 6

Operating Revenue
Non Operating Revenue
Transfers In

Total Sources

Interest Earnings Calculation
Average Balance $
Assumed Interest Earnings Rate 1.0%

1.0%

1.0%

1.0%

1.0%

Projected Interest Earnings $
Fund 7
Operating Revenue

Non Operating Revenue
Transfers In

Total Sources

Interest Earnings Calculation
Average Balance $
Assumed Interest Earnings Rate 1.0%

1.0%

1.0%

1.0%

1.0%

Projected Interest Earnings $
Fund 8
Operating Revenue

Non Operating Revenue
Transfers In

Total Sources

Interest Earnings Calculation
Average Balance $
Assumed Interest Earnings Rate 1.0%

1.0%

1.0%

1.0%

1.0%

Projected Interest Earnings $
Fund 9
Operating Revenue

Non Operating Revenue
Transfers In

Total Sources

Interest Earnings Calculation
Average Balance $
Assumed Interest Earnings Rate 1.0%

1.0%

1.0%

1.0%

1.0%

Projected Interest Earnings $
Cash Funded
Operating Revenue

Non Operating Revenue
Transfers In

Total Sources

Interest Earnings Calculation
Average Balance $
Assumed Interest Earnings Rate 1.0%

1.0%

1.0%

1.0%

1.0%

Projected Interest Earnings $
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$ -
1.0%

$ B

$ -
1.0%

$ B

$ -
1.0%

$ B

$ -
1.0%

$ B

$ -
1.0%

$ B



City of La Palma

Expenses Other than Major Capital Expenses

Schedule A - 4W

Line No:

© O ~NOUAWN R

5N
o

11
12
13

14
15

17
18
19

20
21
22

23
24
25

26
27
28

29
30
31

32
33
34

35
36
37

Description 2015 2016 2017 2018 2019 2020
Operating $ 2,667,400 $ 2,721,100 $ 2,827,745 $ 3,000,702 $ 3,099,215 $ 3,201,239
Non Operating - - - - - -
Minor Capital - - - - - -
Transfers - - 69,412 45,994 59,814 50,740
Existing Bond Debt Service - - - - - -
New Bond Debt Service - - - - - -
Existing SRF Debt Service - - - - - -
New SRF Debt Service - - - - - -
TOTAL 2,667,400 2,721,100 2,897,157 3,046,696 3,159,029 3,251,979
Description 2015 2016 2017 2018 2019 2020
Operating - 1,559,047 - - - -
TOTAL - 1,559,047 - - - -
Description 2015 2016 2017 2018 2019 2020
Operating - - - N _ -
TOTAL - - - - - -
Description 2015 2016 2017 2018 2019 2020
Operating - - - - - -
TOTAL - - - - - -
Description 2015 2016 2017 2018 2019 2020
Operating - - - - - -
TOTAL - - - - - -
Description 2015 2016 2017 2018 2019 2020
Operating - - - - - -
TOTAL - - - - - -
Description 2015 2016 2017 2018 2019 2020
Operating - - - - - -
TOTAL - - - - - -
Description 2015 2016 2017 2018 2019 2020
Operating - - - - - -
TOTAL - - - - - -
Description 2015 2016 2017 2018 2019 2020
Operating $ - $ - $ - $ - - $ -
TOTAL - - - - - -
Description 2015 2016 2017 2018 2019 2020
Operating $ - $ - $ - $ - - $ -
TOTAL - - - - - -




City of La Palma
Expenses Other than Major Capital Expenses

Schedule A - 4W

38
39

40

41
42

43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58

59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
7
78

79
80

81
82
83
84
85
86
87
88
89
90
91
92
93
94
95

Annual
Expense
Escalation
Factor EXPENSES 2015 2016 2017 2018 2019 2020
Detail

3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%

2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%

3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%

Water

Department: Utilites
Program: Water Admin

Description

Personnel Services
Salaries - Full-time
Salary Savings Credit
Overtime

Employee Benefits
Special Pays

Medical Dental Vision
Medicare

Retirement

Part time Retirement
Deferred Compensation
Life/Disability Insurance
Cell Allowance

Uniform

Total Personnel Services

Maintenance and operations
Professional Contract Services
Computer Software Support
Meetings & Training
Publications & Dues

Office Supplies

Printing & Reproduction
Communications

Vehicle Operating Expense
Community Events

Furniture & Fixtures
Departmental Overhead
General Overhead

Liability Insurance & Claims
Building Maintenance/Replacmnt
Vehicle Maintenance

Vehicle Replacement
Computer Maintenance

Total Maintenance and Operations

Total Expenditures

DEPARTMENT: Utilities

PROGRAM: Water Production

Description

Personnel services
Salaries - Full-time
Salary Savings Credit
Special Pay

Overtime

Employee Benefits
Special Pays

Medical Dental Vision
Medicare

Retirement

Part time Retirement
Deferred Compensation
Life/Disability Insurance
Total personnel services

64,600 63,900 65,300 67,259 69,277 71,355
0 0 - - - -
500 500 500 515 530 546
28,300 0 - - - -
0 0 - - - -

0 6,100 6,100 6,283 6,471 6,665
0 900 1,000 1,030 1,061 1,093
0 7,000 7,600 7,828 8,063 8,305
0 0 - - - -
0 0 - - - -
0 500 500 515 530 546
0 600 600 618 637 656
0 0 - - - -
93,400 79,500 81,600 84,048 86,569 89,166
35,000 35,000 35,000 35,840 36,700 37,581
13,700 13,700 13,700 14,029 14,366 14,711
6,000 6,000 6,000 6,144 6,291 6,442
1,100 1,100 1,100 1,126 1,153 1,181
1,000 1,000 1,000 1,024 1,049 1,074
2,000 4,500 4,500 4,608 4,719 4,832
2,900 10,400 10,800 11,059 11,324 11,596
21,000 21,600 21,600 22,118 22,649 23,193
7,600 4,000 4,000 4,096 4,194 4,295
0 0 - - - -
19,000 19,000 19,000 19,456 19,923 20,401
22,000 44,300 44,300 45,363 46,452 47,567
5,500 8,000 9,900 10,138 10,381 10,630
1,700 0 - - - -
0 0 - - - -
0 0 - - - -
3,300 1,400 1,400 1,434 1,468 1,503
141,800 170,000 172,300 176,435 180,669 185,006
235,200 249,500 253,900 260,483 267,238 274,172
83,400 78,700 80,400 82,812 85,296 87,855
0 0 - - - -
28,000 32,000 32,000 32,960 33,949 34,967
3,100 3,100 3,100 3,193 3,289 3,388
36,500 0 - - - -
0 1,100 1,100 1,133 1,167 1,202
0 7,700 7,700 7,931 8,169 8,414
0 1,700 1,700 1,751 1,804 1,858
0 7,400 7,400 7,622 7,851 8,087
0 0 - - - -
0 300 300 309 318 328
0 800 800 824 849 874
$ 151,000 $ 132,800 $ 134500 $ 138535 $ 142,692 $ 146,973



City of La Palma
Expenses Other than Major Capital Expenses

Schedule A - 4W

96

97

98

99

100
101
102
103
104
105
106
107
108
109
110
111
112
113
114
115
116

117
118
119
120
121

122

123
124

125
126
127
128
129
130
131
132
133
134
135
136

137
138
139
140
141
142
143
144
145
146
147
148
149
150
151
152
153
154
155

156

157
158

159
160
161
162
163
164
165
166
167
168
169
170
171
172
173
174
175

2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
5.0%
2.4%
3.0%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%

3.0%
3.0%
3.0%

3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%

3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%

3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%
3.0%

Maintenance and operations
Professional Contract Services
Communications

Gas

Maintenance & Repair Materials
Maintenance & Repair of eqpt
Pump & Well Repair

Small Tools & Equipment
Water Pumping Charge
Chlorination

Water purchase- MWD
Departmental Overhead
General Overhead

Liability Insurance & Claims
Building Maintenance/Replacement
Vehicle Maintenance

Vehicle Replacement

Computer Maintenance
Transfer out

Total Maintenance & Operations
Total Expenditures

Capital Outlay/Improvements
Building Improvements

Office Equipment

Machinery & Equipment

Total Capital Outlay/Improvements

Total Expenditures

Department: Utilities

Program: Water Transmission

Description

Personnel Services
Salaries - Full-time
Overtime

Employee Benefits
Special Pays

Medical Dental Vision
Medicare

Retirement

Deferred Compensation
Life/Disability Insurance
Total Personnel Services

Maintenance & Operations
Professional Contract Services
Computer Software Support
Publications & Dues
Communications

Gas

Electric

Maintenance & Repair Materials
Maintenance & Repair of Eqpt
Hydrant Repair

Small Tools/Other Equipment
Departmental Overhead

General Overhead

Liability Insurance & Claims
Building Maintenance/Replacmnt
Vehicle Maintenance

Vehicle Replacement

Computer Maintenance

Total Maintenance & Operations

Total Expenditures

Deparment: Utilities
Program: Water Billing

Description:

Personnel Services
Salaries - Full-time
Salary Savings Credit
Salaries - Part-time
Overtime

Employee Benefits
Special Pays

Medical Dental Vision
Medicare

Retirement

Part time Retirement
Deferred Compensation
Life/Disability Insurance
Cell Allowance

Uniform

Total Personnel Services

33,500 33,500 33,500 34,304 35,127 35,970
8,500 10,000 10,000 10,240 10,486 10,738
3,700 3,700 3,700 3,789 3,880 3,973
6,000 6,000 6,000 6,144 6,291 6,442

28,300 28,300 28,300 28,979 29,674 30,386

20,000 20,000 20,000 20,480 20,972 21,475

0 0 - - - -

536,300 536,300 616,745 666,085 699,389 734,358

47,500 47,500 47,500 48,640 49,807 51,002

489,500 489,500 489,500 504,185 519,311 534,890

24,900 24,900 24,900 25,498 26,110 26,737

63,000 244,000 244,400 250,266 256,272 262,423

69,200 12,600 15,500 15,872 16,253 16,643

21,500 0 - - - -

0 0 - - - -

2,000 2,300 - - - -

41,700 1,400 1,400 1,434 1,468 1,503

1,395,600 1,460,000 1,541,445 1,615,916 1,675,040 1,736,540
1,546,600 1,592,800 1,675,945 1,754,451 1,817,732 1,883,513
1,546,600 1,592,800

Source: 050-052 Utilities Section FY2015_16.xIs provided by the City

76,400 71,800 73,300 75,499 77,764 80,097
7,500 7,500 7,500 7,725 7,957 8,196

33,400 0 - - - -

0 1,100 1,100 1,133 1,167 1,202

0 7,300 7,300 7,519 7,745 7,977

0 1,200 1,200 1,236 1,273 1,311

0 6,700 7,100 7,313 7,532 7,758

0 300 300 309 318 328

0 800 800 824 849 874

117,300 96,700 98,600 101,558 104,605 107,743

28,200 28,200 28,200 29,046 29,917 30,815

0 0 - - - -

0 0 - - - -

2,500 2,400 2,400 2,472 2,546 2,622
300 300 300 309 318 328
132,100 138,700 145,600 149,968 154,467 159,101

22,000 22,000 22,000 22,660 23,340 24,040

27,000 27,000 27,000 27,810 28,644 29,503

12,000 12,000 12,000 12,360 12,731 13,113
2,500 2,500 2,500 2,575 2,652 2,732

24,000 24,000 24,000 24,720 25,462 26,226

59,000 104,100 104,200 107,326 110,546 113,862

16,800 12,100 14,900 15,347 15,807 16,281
5,200 0 - - - -

0 0 - - - -
19,000 16,700 13,500 13,905 14,322 14,752
10,100 1,400 1,400 1,442 1,485 1,530

360,700 391,400 398,000 409,940 422,237 434,905
478,000 488,100 496,600 511,498 526,842 542,648
186,500 176,900 179,500 184,885 190,432 196,145

0 0 - - - -

10,000 0 - - - -
1,800 900 900 927 955 984

82,400 0 - - - -

0 1,500 1,500 1,545 1,591 1,639

0 17,300 17,300 17,819 18,354 18,905

0 2,600 2,600 2,678 2,758 2,841

0 17,800 19,000 19,570 20,157 20,762

0 0 - - - -

0 500 500 515 530 546

0 1,800 1,800 1,854 1,910 1,967

0 0 - - - -

0 0 - - - -

280,700 219,300 223,100 229,793 236,687 243,789



City of La Palma
Expenses Other than Major Capital Expenses

Schedule A - 4W

176
177
178
179
180
181
182
183
184
185
186
187
188
189
190
191
192
193
194
195
196
197

198

199

200

201
202

2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
3.0%

2.4%

Maintenance & Operations
Professional Contract Services
Computer Software Support
Meetings and Trainings

Uniforms

Office Supplies

Postage

Advertising

Printing & Reproduction
Communications

Office Equipment Maintenance
Maintenance & Repair of Materials
Maintenance & Repair of Eqpt
Meter Maintenance
Departmental Overhead

General Overhead

Liability Insurance & Claims
Building Maintenance/Replacmnt
Vehicle Maintenance

Computer Maintenance
In-House Billing (Acct Clerk)
Total Maintenance & Operations

Total Expenditures

Total Expenses

New Debt Service - Revenue Bonds

Transfer Out for Emergancy Fund
Transfer Out for cash Funded CIP

10,000 10,000 10,000 10,240 10,486 10,738
0 0 - - - -
5,000 5,000 5,000 5,120 5,243 5,369
2,000 2,000 2,000 2,048 2,097 2,147
1,000 1,000 1,000 1,024 1,049 1,074
0 0 - - - -
500 500 500 512 524 537
0 0 - - - -
0 0 - - -
2,500 2,500 2,500 2,560 2,621 2,684
1,500 1,500 1,500 1,536 1,573 1,611
23,000 23,000 23,000 23,552 24,117 24,696
32,000 32,000 32,000 32,768 33,554 34,359
27,000 64,100 64,200 65,741 67,319 68,935
11,700 28,400 35,100 35,942 36,805 37,688
3,600 0 - - - -
0 0 - - - -
7,100 1,400 1,400 1,434 1,468 1,503
62,000 63,860 65,776
126,900 171,400 178,200 182,477 186,856 191,341
407,600 390,700 401,300 412,270 423,543 435,130
2,667,400 2,721,100 2,827,745 2,938,702 3,035,355 3,135,463
- - 69,412 45,994 59,814 50,740



Schedule A - 4W
City of La Palma
Expenses Other than Major Capital Expenses

203

204

205

206

207

208

209

210

211

2.4% Operating - 1,559,047 - - - -

2.4% Operating - - - R R N

2.4% Operating - - - - - -

2.4% Operating - - - R R N

2.4% Operating - - - - - -

2.4% Operating - - - R R N

2.4% Operating - - - - - -

2.4% Operating - - - R R N

2.4% Operating - - - - - -



Schedule A - 5W
City of La Palma

CIP
Funding Sources
m o]
- g I,z 7 7 ¢ 7 f =328 %93
. °c9 2z 28 2 2 2 2 2 2 2 283 _¢ 58 o
Line No: 58 2 84 o ® - o o ~ w 087328 25 Description 2015 2016 2017 2018 2019 2020

1 Capital Projects
2 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% SCADA 110,000
3 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Ongoing SCADA Improvements 25,000
4 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% City Yard Reservoir Assessment 25,000
5 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% City Yard Reservoir Rehab 100,000
6 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% City Yard Engineered Pump Suction 150,000
7 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Water Treatment Feasibility Study
7 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Water Treatment Preliminary Design 75,000
8 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Water Treatment Engineering 150,000
9 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Meadowlark Well Pump Replacement 75,000
10 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Walker Well Pump Replacement 75,000
11 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Pipeline Condition Assessment 40,000
12 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Resrvoir Coating 70,000
13 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% City Yard Pavement 53,500
14 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Water Valves & Sewer Manholes 35,881 20,000 20,000 20,000 20,000 20,000
15 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Resrvoir Mixers 60,000
16 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% City Yard Fence 15,500
17 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% City Yard Storm Drains 46,000
18 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Storage Bin Roof 12,500
19 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Water Master Plan 125,000
20 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Urban Water Master Plan 55,000
21 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Water Rate Study 4,700 70,000 75,000
22 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% City Yard Mondernization Plan 17,000
22 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Improvements 103,500
23 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Walker Well Fence 25,000
24 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Water Billing 70,000
25 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Climatec Energy Project 625,000
26 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Other Projects 4,890
27 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Sedaru Utility Management Project 29,790
28 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Other Capital Projects

Total $ 92,261 $ 701,000 $ 195,000 $ 465,000 $ 250,000 $ 95,000
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Schedule A - 6W
City of La Palma

CIP Funding

Line No: 2015 2016 2017 2018 2019 2020
1 Capital Project Costs $ 92,261 $ 701,000 $ 195,000 $ 465,000 $ 250,000 $ 95,000
2
3
4 Funding Sources
5 Cash Funded - - - - - -
6 Fund 9 - - - - - -
7 Fund 8 - - - - - -
8 Fund 7 - - - - - -
9 Fund 6 - - - - - -
10 Fund 5 - - - - - -
11 Fund 4 - - - - - -
12 Fund 3 - - - - - -
13 Emergency Replacement - Water - - - - - -
14 Operating Fund 92,261 701,000 195,000 465,000 250,000 95,000
15 New Bonds - - - - - -
16 New SRF - - - - - -
17
18 Total Project Funding $ 92,261 $ 701,000 $ 195,000 $ 465,000 $ 250,000 $ 95,000
19 Variance $ - $ - $ - $ - $ - $ -
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Line No

1

19

City of La Palma
Pro Forma with Debt Service Coverage and Fund Balance Reconciliation

Schedule A - 1S

Reference 2015 2016 2017 2018 2019 2020
Operating Fund

Water and Sewer Rate Revenue Increases 0.00% 25.00% 25.00% 25.00% 25.00% 25.00%

% of Year Rate Increase Effective 50.00% 41.67% 50.00% 50.00% 50.00% 50.00%
Beginning Unrestricted Fund Balance SchA-2,Line13 $ 1,681,239 $ 1,382,082 $ 811,601 $ 359,586 $ 147,523 $ 45,834
Rate Revenue 1 SchA-3,Line2 $ 236,631 $ 261,280 $ 332,763 $ 415,953 $ 519,941 $ 649,927
Rate Revenue 2 Sch A -3, Line 3 - - - - - -
Rate Revenue 3 Sch A -3, Line 4 - - - - - -
Rate Revenue 4 Sch A-3, Line5 - - - - - -
Rate Revenue 5 Sch A-3,Line6 - - - - - -
Rate Revenue 6 Sch A-3, Line7 - - - - - -
Rate Revenue 7 Sch A-3,Line8 - - - - - -
Rate Revenue 8 Sch A -3, Line 9 - - - - - -
Rate Revenue 9 Sch A - 3, Line 10 - - - - - -
Rate Revenue 10 Sch A-3, Line 11 - - - - - -
Total Rate Revenue $ 236,631 $ 261,280 $ 332,763 $ 415,953 $ 519,941 $ 649,927
Other Operating Revenue Sch A -3, Line 12 - - - - - -
Interest Income - Operating Fund Calc 8,000 7,000 4,000 2,000 1,000 -
Total Operating Revenue $ 244,631 $ 268,280 $ 336,763 $ 417,953 $ 520,941 $ 649,927
Operating Expenses Sch A-4, Line 2 (246,786) (239,500) (248,600) (252,516) (259,099) (265,857)
Net Revenue $ (2,155) $ 28,780 $ 88,163 $ 165,437 $ 261,842 $ 384,070
Plus:

Other Sources of Funds

Transfers In Sch A -3, Line 13 - - - - - -
Less:

Other Uses of Funds

Minor Capital SchA-4,Lined4 $ - $ - $ - $ - $ - $ -
Major Capital Funded with Existing Reserves/Current Cash Sch A -6, Line 14 (297,002) (441,300) (450,000) (285,000) (285,000) (285,000)
Transfers Out Sch A-4,Line5 - (157,961) (90,178) (92,500) (78,532) (79,729)
Non Operating Expenses SchA-4,Line3 - - - - - -
Existing Revenue Bond Debt Service Sch A-4,Line 6 - - - - - -
New Revenue Bond Debt Service SchA-4, Line7 - - - - - -
Net Cash Flow $ (299,157) $ (570,481) $ (452,015) $ (212,063) $ (101,690) $ 19,341
Ending Unrestricted Fund Balance $ 1,382,082 $ 811,601 $ 359,586 $ 147,523 $ 45,834 $ 65,175

| Days of O&M 2,044 1,237 528 213 65 89
Target Unrestricted Fund Balance Target 30,848 29,938 31,075 31,565 32,387 33,232
Debt Service Coverage Calculations:

Revenue Bond Debt Service Coverage

Rate Covenant Debt Service Coverage Test:

Net Revenue Available for Debt Service Coverage Test $ (2,155) $ 28,780 $ 88,163 $ 165,437 $ 261,842 $ 384,070
Revenue Bond Debt Service:

Existing Revenue Bond Debt Service - - - - - -
New Revenue Bond Debt Service - - - - - -
Total Revenue Bond Debt Service $ - $ - $ - $ - $ - $ -
Debt Service Coverage - Rate Covenant - - - - - -

| Debt Service Coverage Requirement 1.50 1.50 1.50 1.50 1.50 1.50
Parity Debt Service Coverage Test:

Net Revenue Available for Debt Service Coverage Test $ (2,155) $ 28,780 $ 88,163 $ 165,437 $ 261,842 $ 384,070
Maximum Revenue Bond Debt Service - - - - - -
Debt Service Coverage - Parity Test - - - - - -

| Debt Service Coverage Requirement 1.50 1.50 1.50 1.50 1.50 1.50
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SRF Debt Service Coverage Test

SRF Test:

Net Revenue Available for Debt Service Coverage Test $ (2,155) $ 28,780 $ 88,163 $ 165,437 $ 261,842 $ 384,070
Less:
Existing Revenue Bond Debt Service $ - $ - $ - $ - $ - $ -
Net Revenue Available for SRF Debt Service Coverage Test $ (2,155) $ 28,780 $ 88,163 $ 165,437 $ 261,842 $ 384,070
Existing SRF Debt Service $ - $ - $ - $ - $ - $ -
New SRF Debt Service - - - - - -
Total SRF Debt Service - - - - - -
Debt Service Coverage - SRF Test - - - - - -
| Debt Service Coverage Requirement 1.15 1.15 1.15 1.15 1.15 1.15
Emergency Replacement - Sewer
Beginning Balance SchA-2,Line26 $ 2,238,687 $ 2,249,687 $ 2,418,648 $ 2,520,826 $ 2,626,326 $ 2,717,857
Sources of Funds Sch A -3, Line 14 - 157,961 90,178 92,500 78,532 79,729
Interest Earnings Calc 11,000 11,000 12,000 13,000 13,000 14,000
Uses of Funds other Than Major Capital Sch A -4, Line 12 - - - - - -
Major Capital Funded with Emergency Replacement - Sewer Sch A-6, Line 11 - - - - - -
Ending Balance $ 2,249,687 $ 2,418,648 $ 2,520,826 $ 2,626,326 $ 2,717,857 $ 2,811,586
Fund 3
Beginning Balance SchA-2,Line26 $ - $ - $ - $ - $ - $ -
Sources of Funds Sch A - 3, Line 15 - - - - - -
Interest Earnings Calc - - - - - -
Uses of Funds other Than Major Capital Sch A -4, Line 15 - - - - - -
Major Capital Funded with Fund 3 Sch A -6, Line 10 - - - - - -
Ending Balance $ - $ - $ - $ - $ - $ -
Fund 4
Beginning Balance SchA-2,Line26 $ - $ - $ - $ - $ - $ -
Sources of Funds Sch A - 3, Line 16 - - - - - -
Interest Earnings Calc - - - - - -
Uses of Funds other Than Major Capital Sch A-4, Line 18 - - - - - -
Major Capital Funded with Fund 4 Sch A-6, Line 9 - - - - - -
Ending Balance $ - $ - $ - $ - $ - $ -
Fund 5
Beginning Balance SchA-2,Line26 $ - $ - $ - $ - $ - $ -
Sources of Funds Sch A -3, Line 17 - - - - - -
Interest Earnings Calc - - - - - -
Uses of Funds other Than Major Capital Sch A-4, Line 21 - - - - - -
Major Capital Funded with Fund 5 Sch A-6, Line 8 - - - - - -
Ending Balance $ - $ - $ - $ - $ - $ -
Fund 6
Beginning Balance SchA-2,Line26 $ - $ - $ - $ - $ - $ -
Sources of Funds Sch A -3, Line 18 - - - - - -
Interest Earnings Calc - - - - - -
Uses of Funds other Than Major Capital Sch A -4, Line 24 - - - - - -
Major Capital Funded with Fund 6 Sch A-6, Line 7 - - - - - -
Ending Balance $ - $ - $ - $ - $ - $ -
Fund 7
Beginning Balance SchA-2,Line26 $ - $ - $ - $ - $ - $ -
Sources of Funds Sch A - 3, Line 19 - - - - - -
Interest Earnings Calc - - - - - -
Uses of Funds other Than Major Capital Sch A -4, Line 27 - - - - - -
Major Capital Funded with Fund 7 Sch A-6, Line 6 - - - - - -
Ending Balance $ - $ - $ - $ - $ - $ -
Fund 8
Beginning Balance SchA-2,Line26 $ - $ - $ - $ - $ - $ -
Sources of Funds Sch A - 3, Line 20 - - - - - -
Interest Earnings Calc - - - - - -
Uses of Funds other Than Major Capital Sch A - 4, Line 30 - - - - - -
Major Capital Funded with Fund 8 Sch A-6, Line 5 - - - - - -
Ending Balance $ - $ - $ - $ - $ - $ -
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Fund 9
Beginning Balance
Sources of Funds
Interest Earnings
Uses of Funds other Than Major Capital
Major Capital Funded with Fund 9

Sch A -2, Line 26
Sch A -3, Line 19
Calc
Sch A -4, Line 27
Sch A-6, Line 6

Ending Balance

Cash Funded
Beginning Balance
Sources of Funds
Interest Earnings
Uses of Funds other Than Major Capital
Major Capital Funded with Cash Funded

Sch A -2, Line 26
Sch A -3, Line 20
Calc
Sch A - 4, Line 30
Sch A-6, Line5

Ending Balance
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City of La Palma
Beginning Fund Balance Reconciliation

Schedule A - 2W

Line No:

1
2

o0 sw

10
1

12

13

BEGINNING BALANCES

Current assets:

Cash & Invesments
Recievables:

Accounts

Interest

Loans

Due from other governments

Operating Fund

Emergency

Replacement - Sewer

Fund 3

Fund 5

Fund 6

Fund 7

Fund 8

Fund 9

Cash Funded

1,706,068

57,331
304

$

2,238,687

Total Current Assets

Current Liabilities:
Accounts payable
due to other govt
Salaries Payable
Retentions payable

1,763,703

80,762

1,702

2,238,687

Total Current Liabilities

Net Beginning Balances (Curr Assets less Current
Liabilities - with Adjustments)

82,464

1,681,239

2,238,687

Fund 4
$ - $
$ - $
$ - $
$ - $
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Schedule A - 38
City of La Palma

Revenue
LineNo:  [Summary. ]
1 Code Description 2015 2016 2017 2018 2019 2020
2 RR1 Rate Revenue 1 $ 236,631 $ 261,280 $ 332,763 $ 415,953 $ 519,941 $ 649,927
3 RR2 Rate Revenue 2 - - - - - -
4 RR3 Rate Revenue 3 - - - - - -
5 RR4 Rate Revenue 4 - - - - - -
6 RR5 Rate Revenue 5 - - - - - -
7 RR6 Rate Revenue 6 - - - - - -
8 RR7 Rate Revenue 7 - - - - - -
9 RR8 Rate Revenue 8 - - - - - -
10 RR9 Rate Revenue 9 - - - - - -
11 RR10 Rate Revenue 10 - - - - - -
12 OR Other Operating Revenue - - - - - -
13 TRIN Transfers In - - - - - -
14 Sources - Fund 2 Sources of Funds - Fund 2 - 157,961 90,178 92,500 78,532 79,729
15 Sources - Fund 3 Sources of Funds - Fund 3 - - - - - -
16 Sources - Fund 4 Sources of Funds - Fund 4 - - - - - -
17 Sources - Fund 5 Sources of Funds - Fund 5 - - - - - -
18 Sources - Fund 6 Sources of Funds - Fund 6 - - - - - -
19 Sources - Fund 7 Sources of Funds - Fund 7 - - - - - -
20 Sources - Fund 8 Sources of Funds - Fund 8 - - - - - -
21 Sources - Fund 9 Sources of Funds - Fund 9 - - - - - -
22 Sources - Fund 10 Sources of Funds - Fund 10 - - - - - -
23 INT - Fund 1 Interest Earnings - Fund 1 8,000 7,000 4,000 2,000 1,000 -
24 INT - Fund 2 Interest Earnings - Fund 2 11,000 11,000 12,000 13,000 13,000 14,000
25 INT - Fund 3 Interest Earnings - Fund 3 - - - - - -
26 INT - Fund 4 Interest Earnings - Fund 4 - - - - - -
27 INT - Fund 5 Interest Earnings - Fund 5 - - - - - -
28 INT - Fund 6 Interest Earnings - Fund 6 - - - - - -
29 INT - Fund 7 Interest Earnings - Fund 7 - - - - - -
30 INT - Fund 8 Interest Earnings - Fund 8 - - - - - -
31 INT - Fund 9 Interest Earnings - Fund 9 - - - - - -
32 INT - Fund 10 Interest Earnings - Fund 10 - - - - - -
[Detail
33 Code Description 2015 2016 2017 2018 2019 2020
34 Operating Fund
RR1 - BEFORE
GROWTH AND RATE
35 INCR Rate Revenue 1 $ 236,631 $ 236,631 $ 295,789 $ 369,736 $ 462,170 $ 577,713
36 RR1 - Growth Growth 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
37 Revenue Increase 0.00% 25.00% 25.00% 25.00% 25.00% 25.00%
38 Pct of Year Revenue Increase Effective 50.00% 41.67% 50.00% 50.00% 50.00% 50.00%
39 RR1 Total Rate Revenue 1 - After Revenue Increase $ 236,631 $ 261,280 $ 332,763 $ 415,953 $ 519,941 $ 649,927
RR2 - BEFORE
GROWTH AND RATE
40 INCR Rate Revenue 2 $ - $ - $ - $ - $ - $ -
41 RR2 - Growth Growth 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
42 Revenue Increase 0.00% 25.00% 25.00% 25.00% 25.00% 25.00%
43 Pct of Year Revenue Increase Effective 50.00% 41.67% 50.00% 50.00% 50.00% 50.00%
44 RR2 Total Rate Revenue 2 - After Revenue Increase $ - $ - $ - $ - $ - $ -
RR3 - BEFORE
GROWTH AND RATE
45 INCR Rate Revenue 3 $ - $ - $ - $ - $ - $ -
46 RR3 - Growth Growth 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
47 Revenue Increase 0.00% 25.00% 25.00% 25.00% 25.00% 25.00%
48 Pct of Year Revenue Increase Effective 50.00% 41.67% 50.00% 50.00% 50.00% 50.00%
49 RR3 Total Rate Revenue 3 - After Revenue Increase $ - $ - $ - $ - $ - $ -
RR4 - BEFORE
GROWTH AND RATE
50 INCR Rate Revenue 4 $ - $ - $ - $ - $ - $ -
51 RR4 - Growth Growth 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
52 Revenue Increase 0.00% 25.00% 25.00% 25.00% 25.00% 25.00%
53 Pct of Year Revenue Increase Effective 50.00% 41.67% 50.00% 50.00% 50.00% 50.00%
54 RR4 Total Rate Revenue 4 - After Revenue Increase $ - $ - $ - $ - $ - $ -
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City of La Palma

Schedule A - 38

Revenue
RRS - BEFORE
GROWTH AND RATE
55 INCR Rate Revenue 5 $ - $ - $ - $ - $ - $ -
56 RR5 - Growth Growth 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
57 Revenue Increase 0.00% 25.00% 25.00% 25.00% 25.00% 25.00%
58 Pct of Year Revenue Increase Effective 50.00% 41.67% 50.00% 50.00% 50.00% 50.00%
59 RR5 Total Rate Revenue 5 - After Revenue Increase $ - $ - $ - $ - $ - $ -
RR6 - BEFORE
GROWTH AND RATE
60 INCR Rate Revenue 6 $ - $ - $ - $ - $ - $ -
61 RR6 - Growth Growth 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
62 Revenue Increase 0.00% 25.00% 25.00% 25.00% 25.00% 25.00%
63 Pct of Year Revenue Increase Effective 50.00% 41.67% 50.00% 50.00% 50.00% 50.00%
64 RR6 Total Rate Revenue 6 - After Revenue Increase $ - $ - $ - $ - $ - $ -
RR7 - BEFORE
GROWTH AND RATE
65 INCR Rate Revenue 7 $ - $ - $ - $ - $ - $ -
66 RR7 - Growth Growth 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
67 Revenue Increase 0.00% 25.00% 25.00% 25.00% 25.00% 25.00%
68 Pct of Year Revenue Increase Effective 50.00% 41.67% 50.00% 50.00% 50.00% 50.00%
69 RR7 Total Rate Revenue 7 - After Revenue Increase $ - $ - $ - $ - $ - $ -
RR8 - BEFORE
GROWTH AND RATE
70 INCR Rate Revenue 8 $ - $ - $ - $ - $ - $ -
71 RR8 - Growth Growth 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
72 Revenue Increase 0.00% 25.00% 25.00% 25.00% 25.00% 25.00%
73 Pct of Year Revenue Increase Effective 50.00% 41.67% 50.00% 50.00% 50.00% 50.00%
74 RR8 Total Rate Revenue 8 - After Revenue Increase $ - $ - $ - $ - $ - $ -
RR9 - BEFORE
GROWTH AND RATE
75 INCR Rate Revenue 9 $ - $ - $ - $ - $ - $ -
76 RR9 - Growth Growth 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
7 Revenue Increase 0.00% 25.00% 25.00% 25.00% 25.00% 25.00%
78 Pct of Year Revenue Increase Effective 50.00% 41.67% 50.00% 50.00% 50.00% 50.00%
79 RR9 Total Rate Revenue 9 - After Revenue Increase $ - $ - $ - $ - $ - $ -
RR10 - BEFORE
GROWTH AND RATE
80 INCR Rate Revenue 10 $ - $ - $ - $ - $ - $ -
81 RR10 - Growth Growth 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
82 Revenue Increase 0.00% 25.00% 25.00% 25.00% 25.00% 25.00%
83 Pct of Year Revenue Increase Effective 50.00% 41.67% 50.00% 50.00% 50.00% 50.00%
84 RR10 Total Rate Revenue 10 - After Revenue Increase $ - $ - $ - $ - $ - $ -
For Use In Rate Design Section - Do Not Alter: 2015 2016 2017 2018 2019 2020
85 Total Rate Revenue - w/ Partial Year Rate Increase (as applicable’ $ 236,631 $ 261,280 $ 332,763 $ 415,953 $ 519,941 $ 649,927
86 [Total Rate Revenue - w/ Full Year Rate Increase $ 236,631 $ 295,789 $ 369,736 $ 462,170 $ 577,713 $ 722,141
87 Total Full Year Operating Revenue Requirement 244,631 302,789 373,736 464,170 578,713 722,141
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City of La Palma

Schedule A - 38

Revenue
88 OR Non Rate Rev 1 - - - - - -
89 TRIN Transfer in From Emergency Reserve - - - - - -
90 Interest Earning Calculation
91 Average Balance $ 841,000 $ 691,000 406,000 $ 180,000 $ 74,000 $ 23,000
92 Assumed Interest Earnings Rate 1.0% 1.0% 1.0% 1.0% 1.0% 1.0%
93 INT - Fund 1 Projected Interest Earnings $ 8,000 $ 7,000 4,000 $ 2,000 $ 1,000 $ -
94 Emergency Replacement - Sewer
95 Operating Revenue - - - - - -
96 Non Operating Revenue - - - - - -
97 Transfers In - 157,961 90,178 92,500 78,532 79,729
98 Sources - Fund 2 Total Sources - 157,961 90,178 92,500 78,532 79,729
99 Interest Earnings Calculation
100 Average Balance $ 1,119,000 $ 1,125,000 1,209,000 $ 1,260,000 $ 1,313,000 $ 1,359,000
101 Assumed Interest Earnings Rate 1.0% 1.0% 1.0% 1.0% 1.0% 1.0%
102 INT - Fund 2 Projected Interest Earnings $ 11,000 $ 11,000 12,000 $ 13,000 $ 13,000 $ 14,000
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City of La Palma
Revenue

Schedule A - 38

103

104
105
106
107

108
109
110
111

112

113
114
115
116

117
118
119
120

121

122
123
124
125

126
127
128
129

Sources - Fund 3

INT - Fund 3

Sources - Fund 4

INT - Fund 4

Sources - Fund 5

INT - Fund 5

Fund 3

Operating Revenue
Non Operating Revenue
Transfers In

Total Sources

Interest Earnings Calculation
Average Balance $
Assumed Interest Earnings Rate 1.0%

1.0%

1.0%

1.0%

1.0%

1.0%

Projected Interest Earnings $

Fund 4

Operating Revenue
Non Operating Revenue
Transfers In

Total Sources

Interest Earnings Calculation
Average Balance $
Assumed Interest Earnings Rate 1.0%

1.0%

1.0%

1.0%

1.0%

1.0%

Projected Interest Earnings $

Fund 5

Operating Revenue
Non Operating Revenue
Transfers In

Total Sources

Interest Earnings Calculation
Average Balance $
Assumed Interest Earnings Rate 1.0%

1.0%

1.0%

1.0%

1.0%

1.0%

Projected Interest Earnings $
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City of La Palma
Revenue

Schedule A - 38

130

131
132
133
134

135
136
137
138

139

140
141
142
143

144
145
146
147

148

149
150
151
152

153
154
155
156

157

158
159
160
161

162
163
164
165

166

167
168
169
170

1
172
173
174

Sources - Fund 6

INT - Fund 6

Sources - Fund 7

INT - Fund 7

Sources - Fund 8

INT - Fund 8

Sources - Fund 9

INT - Fund 9

Sources - Fund 10

INT - Fund 10

Fund 6

Operating Revenue
Non Operating Revenue
Transfers In

Total Sources

Interest Earnings Calculation
Average Balance $
Assumed Interest Earnings Rate 1.0%

1.0%

1.0%

1.0%

1.0%

1.0%

Projected Interest Earnings $
Fund 7
Operating Revenue

Non Operating Revenue
Transfers In

Total Sources

Interest Earnings Calculation
Average Balance $
Assumed Interest Earnings Rate 1.0%

1.0%

1.0%

1.0%

1.0%

1.0%

Projected Interest Earnings $
Fund 8
Operating Revenue

Non Operating Revenue
Transfers In

Total Sources

Interest Earnings Calculation
Average Balance $
Assumed Interest Earnings Rate 1.0%

1.0%

1.0%

1.0%

1.0%

1.0%

Projected Interest Earnings $
Fund 9
Operating Revenue

Non Operating Revenue
Transfers In

Total Sources

Interest Earnings Calculation
Average Balance $
Assumed Interest Earnings Rate 1.0%

1.0%

1.0%

1.0%

1.0%

1.0%

Projected Interest Earnings $
Cash Funded
Operating Revenue

Non Operating Revenue
Transfers In

Total Sources

Interest Earnings Calculation
Average Balance $
Assumed Interest Earnings Rate 1.0%

1.0%

1.0%

1.0%

1.0%

1.0%

Projected Interest Earnings $
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City of La Palma

Expenses Other than Major Capital Expenses

Schedule A - 4S

Line No: Summary - Operating Fund
FUND
1 # Description 2015 2016 2017 2018 2019 2020
2 1 Operating $ 246,786 $ 239,500 $ 248,600 $ 252,516 $ 259,099 $ 265,857
3 1 Non Operating - - - - - -
4 1 Minor Capital - - - - - -
5 1 Transfers - 157,961 90,178 92,500 78,532 79,729
6 1 Existing Bond Debt Service - - - - - -
7 1 New Bond Debt Service - - - - - -
8 1 Existing SRF Debt Service - - - - - -
9 1 New SRF Debt Service - - - - - -
10 TOTAL 246,786 397,461 338,778 345,016 337,631 345,586
Summary - Emergency Replacement - Sewer
FUND
11 # Description 2015 2016 2017 2018 2019 2020
12 2 Operating - - - - - -
13 TOTAL - - - - - -
Summary - Fund 3
FUND
14 # Description 2015 2016 2017 2018 2019 2020
15 3 Operating - - - - - -
16 TOTAL - - - - - -
Summary - Fund 4
FUND
17 # Description 2015 2016 2017 2018 2019 2020
18 4 Operating - - - - - -
19 TOTAL - - - - - -
Summary - Fund 5
FUND
20 # Description 2015 2016 2017 2018 2019 2020
21 5 Operating - - - - - -
22 TOTAL - - - - - -
Summary - Fund 6
FUND
23 # Description 2015 2016 2017 2018 2019 2020
24 6 Operating - - - - - -
25 TOTAL - - - - - -
Summary - Fund 7
FUND
26 # Description 2015 2016 2017 2018 2019 2020
27 7 Operating - - - - - -
28 TOTAL - - - - - -
Summary - Fund 8
FUND
29 # Description 2015 2016 2017 2018 2019 2020
30 8 Operating - - - - - -
31 TOTAL - - - - - -
Summary - Fund 9
32 FUND # Description 2015 2016 2017 2018 2019 2020
33 9 Operating $ - $ - $ - $ - $ - $ -
34 TOTAL - - - - - -
Summary - Cash Funded
35 FUND # Description 2015 2016 2017 2018 2019 2020
36 10 Operating $ - $ - $ - $ - $ - $ -
37 TOTAL - - - - - -




Schedule A - 4S
City of La Palma
Expenses Other than Major Capital Expenses

38
39

40

M
42

43
44
45
6
47
48
49
50
51
52
53

54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73

74

75

76
7

78

79

80

81

82

83

84

85

Detail
Annual
Expense
Escalation
FUND # Factor EXPENSES 2015 2016 2017 2018 2019 2020

Detail

Sewer

DEPARTMENT: UTILITIES
PROGRAM: SEWER

Description: Source: 050-052 Utilities Section FY2015_16.xls provided by the City
Personnel services
1 3.0% Salaries- Full Time 67,500 68,800 69,500 71,585 73,733 75,945
1 3.0% Overtime 0 0 - - - -
1 3.0% Employee Benefits 29,600 0 - - - -
1 3.0% Medical Dental Vision 0 5,400 5,400 5,562 5,729 5,901
1 3.0% Medicare 0 1,000 1,000 1,030 1,061 1,093
1 3.0% Retirement 0 7,500 8,100 8,343 8,593 8,851
1 3.0% Deferred Compensation 0 300 300 309 318 328
1 3.0% Life/Disability Insurance 0 500 500 515 530 546
Total Personnel Services 97,100 83,500 84,800 87,344 89,964 92,664
Maintenance And Operations
1 2.4% Professional Contract Services 30,000 30,000 30,000 30,720 31,457 32,212
1 2.4% Computer Software Support 5,000 11,000 11,000 11,264 11,534 11,811
1 2.4% Meetings & Training 2,000 2,000 2,000 2,048 2,097 2,147
1 2.4% Publications & Dues 1,600 1,600 1,600 1,638 1,677 1,717
1 2.4% Uniforms 2,500 2,500 2,500
1 2.4% Communications 1,500 3,400 3,400 3,482 3,566 3,652
1 2.4% Maintenance & Repair Materials 2,000 2,000 2,000 2,048 2,097 2,147
1 2.4% Maintenance & Repair Equipment 0 2,500 2,500 2,560 2,621 2,684
1 2.4% Vehicle Operating Expense 0 2,600 2,600 2,662 2,726 2,791
1 2.4% Machinery & Equipment 0 0 - - - -
1 2.4% Departmental Overhead 2,200 2,200 2,200 2,253 2,307 2,362
1 2.4% General Overhead 10,000 29,100 29,400 30,106 30,829 31,569
1 2.4% Liability Insurance & Claims 5,500 8,500 10,500 10,752 11,010 11,274
1 2.4% Building Maintenance/Replacmnt 1,700 0 - - - -
1 2.4% Vehicle Maintenance 0 0 - - - -
1 2.4% Vehicle Replacement 3,000 3,000 - - - -
1 2.4% Computer Maintenance 3,300 1,400 1,400 1,434 1,468 1,503
1 2.4% Transfer out 79,386 54,200 62,700 64,205 65,746 67,324
Total Maintenance & Operations 149,686 156,000 163,800 165,172 169,135 173,193
Total Expenditures 246,786 239,500 248,600 252,516 259,099 265,857
1 2.4% New Debt Service - Revenue Bonds - - - - - -
1 Transfer Out for Emergency Fund - 157,961 90,178 92,500 78,532 79,729
1 Transfer Out for cash Funded CIP - - - - - -

2 2.4% Operating - - - - - -

3 2.4% Operating - - - - - -

4 2.4% Operating - - - - - -

5 2.4% Operating - - - - - -

6 2.4% Operating - - - - - -

7 2.4% Operating - - - - - -

8 2.4% Operating - - - - - -

9 2.4% Operating - - - - - -



City of La Palma
Expenses Other than Major Capital Expenses

Schedule A - 4S

86

10
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Schedule A - 5S
City of La Palma

CIP
Funding Sources
. e ¥z r ¥ ¥ tr 3% 2ef
o w S A} 2 2 2 2 2 2 2 p _Qco
LineNo: 22 & g2 2 & 2 2 & 2 & 09a¢ 3% Description 2015 2016 2017 2018 2019 2020
1 Capital Projects
2 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Sewer Deficiency Repairs 120,000 250,000 250,000 120,000 120,000 120,000
3 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Water Valves & Sewer Manholes 30,000 30,000 30,000 30,000 30,000 30,000
4 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Grease & Encrustation Removal 75,000 75,000 75,000 75,000 75,000 75,000
5 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Sewer System Evaluation & CCTV REVIEW ( Ongoir 50,000 60,000 60,000 60,000 60,000 60,000
6 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Sedaru Utility Management Software 35,000
7 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% City Yard Fence 3,100
8 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Storage Bin Roof 2,500
9 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% City Yard Interior Improvements 20,700
10 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% Other Projects 22,002
Total $ 297,002 $ 441,300 $ 450,000 $ 285,000 $ 285,000 $ 285,000
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Schedule A - 6S
City of La Palma

CIP Funding

Line No: 2015 2016 2017 2018 2019 2020
1 Capital Project Costs $ 297,002 $ 441,300 $ 450,000 $ 285,000 $ 285,000 $ 285,000
2
3
4 Funding Sources
5 Cash Funded - - - - - -
6 Fund 9 - - - - - -
7 Fund 8 - - - - - -
8 Fund 7 - - - - - -
9 Fund 6 - - - - - -
10 Fund 5 - - - - - -
11 Fund 4 - - - - - -
12 Fund 3 - - - - - -
13 Emergency Replacement - Sewer - - - - - -
14 Operating Fund 297,002 441,300 450,000 285,000 285,000 285,000
15 New Bonds - - - - - -
16 New SRF - - - - - -
17
18 Total Project Funding $ 297,002 $ 441,300 $ 450,000 $ 285,000 $ 285,000 $ 285,000
19 Variance $ - $ - $ - $ - $ - $ -
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City of La Palma
Allocation of Water Costs

Schedule B -1

Allocation to Base Extra Capacity - Water

Extra Capacity

Meters &
Line No: Water Costs Base Max Day Max Hour Services Billing & Collection Fire Protection Total
1 Source of Supply Water - SOS $ 1,592,800 $ 1,592,800 $ 0 $ 0 $ 03 0 3 03 1,592,800
2 Pumping Water - Pump 0 0 0 0 0 0 0 0
3 Water Treatment Water - Treat 0 0 0 0 0 0 0 0
4 Transmission & Distribution Water - T&D 488,100 199,962 159,361 112,669 0 0 16,107 488,100
5 Meter-related Services Water - CS 390,700 0 0 0 195,350 195,350 0 390,700
6 New Debt Service Water - New Bond DS 0 0 0 0 0 0 0 0
7 General Admin Water - Admin 249,500 180,974 16,087 11,374 19,720 19,720 1,626 249,500
8 Total $ 2,721,100 $ 1,973,736 $ 175,448 $ 124,043 $ 215,070 $ 215,070 $ 17,733 $ 2,721,100
9 Allocation for Admin 73% 6% 5% 8% 8% 1%
10 Fixed Charge Component 30% $ 592,121 $ 215,070 $ 215,070 $ 17,733 $ 1,039,994 38.22%
11 Flow Charge Component $ 1,381,615 $ 175,448 $ 124,043 $ 1,681,106 61.78%
12 Total $ 1,973,736 $ 175,448 $ 124,043 $ 215,070 $ 215,070 $ 2,721,100  100.00%
Allocation to Customer Class - Water - Annual Basis Maximum Day Maximum Hour
Average Daily
13 Customer Class Total Annual Flow Flow Base Capacity Factor  Total Capacity Extra Capacity  Capacity Factor Total Capacity Extra Capacity Total Costs
14 SF 570,084 1,562 198% 3,086 1,524 260% 4,054 2,492
NR 312,039 855 185% 1,582 727 243% 2,078 1,223
15 Total 882,123 2,417 4,668 2,251 6,131 3,715
16 Allocated Costs $ 1,973,736 $ 175,448 $ 124,043 $ 2,273,227
17 Billing Units 882,123 2,251 3,715
18 Rate $ 2.24 $ 77.94 $ 33.39
Total Base Extra
Base Costs Max Day Costs Capacity Costs
Allocated to Allocated to Max Hour Costs Allocated Allocated to Cost
19 Customer Class Total Annual Flow Customer Class Extra Capacity Customer Class Extra Capacity to Customer Class Customer Class  Distribution
20 SF 570,084 $ 1,275,554 1524 $ 118,809 2,492 % 83216 $ 1,477,579 65%
21 NR 312,039 $ 698,182 727 % 56,639 1,223 $ 40,826 $ 795,648 35%
22 Total 882,123 $ 1,973,736 2251 $ 175,448 3715 $ 124,043 $ 2,273,227 100%

Page 1 of 1



Line No:

N

o

10

11

12
13
14
15
16
17
18
19
20
21

22
23
24
25
26
27
28
29
30
31

32

City of La Palma

Development of Base Service Charges

Schedule C - 1

Total Revenue Requirement $ 2,543,880

Less Vol Charge (1,571,619)
Fixed Charge $ 972,261
Meter
Base Meter Calc: Rev. Req. Equivalents Base Meter Rate
Flow Charge less Fire $ 954,528
Allocable to All: $ 200,820 26,224 $ 7.66
Allocable to only SF, MF, NF 753,708 31,672 23.80
Subtotal $ 954,528 $ 31.46
Fire Flow Calc:
Allocable to all: $ 7.66
Direct Fire Allocation: $ 17,733 19,626 0.90
Subtotal $ 17,733 $ 8.56
Total $ 972,261
Meter Rate Calc:
Meter Meter
Meter Equivalents  Equivalents Multi-Non-
Size SF MF-NR Res Res Fire Flow
5/8" 1.00 1.00 $ 3146 $ 3146 $ 8.56
3/4" 1.00 1.00 31.46 31.46 8.56
1.0" 1.00 1.00 31.46 31.46 8.56
1.5" 5.00 5.00 126.64 126.64 12.18
2.0" 8.00 8.00 198.04 198.04 14.89
3.0" 15.00 15.00 364.62 364.62 21.21
6.0" 50.00 50.00 1,197.52 1,197.52 52.84
8.0" 80.00 0.00 1,911.44 7.66 79.94
10.0" 115.00 0.00 2,744.35 7.66 111.57
12.0" 215.00 0.00 5,124.08 7.66 201.92
Meter Rev Calc.
Number of Meters Meter Rate Meter Revenue
Meter Multi-Non- Multi-Non- Multi-Non-
Size Res Res Fire Flow Res Res Fire Flow Res Res Fire Flow
5/8" 24,805 66 4 $ 3146 $ 3146 $ 8.56 780,245 $ 2,076 $ 34
3/4" 30 24 14 31.46 31.46 8.56 944 755 120
1.0" 84 120 - 31.46 31.46 8.56 2,642 3,775 0
1.5" - 174 - 126.64 12.18 22,036 0
2.0" - 516 36 198.04 14.89 102,187 536
3.0" - 83 24 364.62 21.21 30,263 509
6.0" - 6 108 1,197.52 52.84 7,185 5,706
8.0" - - 74 79.94 5,916
10.0" - - 44 111.57 4,909
12.0" - - 12 201.92 2,423
783,831 $ 168,277 $ 20,153
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Schedule C - 2
City of La Palma
Line No: Development of Volume Rates

Flow Charge Revenue Requirement

Res Non-Res Fire
1 Total Revenue Requirement $ 2523727 $ 1,640,402 $ 883,325 $ -
2 Less Fixed Charge (972,261) $ (783,831) $ (168,277) $ (20,153)
3 Flow Charge $ 1551466 $ 856,571 $ 715,048 $ (20,153)
Block Equiv.
Equiv. Final Equiv. Equiv. Flow - Flow - Tier ~ Total Equiv.
Base Block Factor Block Tier 1 Flow Factor Tier 1 Tier 2 Flow Equiv. Factor 2 Flow
4 Residential 455,642 14 1.0 14 305,532 1.00 305,532 150,110 161 241,512 547,044
5 MF-NR (5/8") 5,517 472 1.0 472 3,861 1.00 3,861 1,656 1.00 1,656 5,517
6 MF-NR (3/4") 701 26 1.0 26 480 1.00 480 221 1.00 221 701
7 MF-NR (1.0") 13,572 267 1.0 267 9,496 1.00 9,496 4,076 1.00 4,076 13,572
8 MF-NR (1.5") 18,497 113 1.0 113 12,902 1.00 12,902 5,595 1.00 5,595 18,497
9 MF-NR (2.0") 166,832 382 1.0 382 116,667 1.00 116,667 50,165 1.00 50,165 166,832
10 MF-NR (3") 44,509 613 1.0 613 31,143 1.00 31,143 13,366 1.00 13,366 44,509
11 MF-NR (6") 5,341 718 1.0 718 3,734 1.00 3,734 1,607 1.00 1,607 5,341
12 Total 710,611 483,815 226,796 802,013
13 Res. Flow Charge Rev. Req. $ 856,571
14 Residentail Equiv. 547,044
15 SF - Tier 1 Rate $ 1.57
16 SF - Tier 2 Rate 2.52
17 Non Res. Flow Charge Rev. Req. $ 715,048
18 Non-Residentail Equiv. 254,969
19 MF-NR - Tier 1 Rate $ 2.81
20 MF-NR - Tier 2 Rate 281
Revenue Calc:
21 SF Tier 1 $ 478,407
22 SF Tier 2 378,164
23 MF-NR Tier 1 500,975
24 MF-NR Tier 2 215,488
25 Total $ 1,573,034
Flow

26 Tier 1 480,081 68%
27 Tier 2 225,189 32%

705,270
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Attachment 5

Belknap, Mike

From: J M <mcmahon4homes@hotmail.com>

Sent: Sunday, January 10, 2016 11:03 PM

To: Belknap, Mike; Dumhart, Douglas; Murray, Laurie

Subject: 1/10/16 | Atn: Laurie M- LP City Mgr | McMahon Water Protest Letter | 01/19/2016
Hearing |

Attachments: Cerritos-La Palma WTR AGMNT 1968.pdf; Ip.PDF

Jan 2016.

City of LaPalma
RE: Water rateincreases. Jan 19, 2016 Agenda- Protest L etter

TO: LaPama City Manager, Mayor and city council persons.

| realize our water rates have to be increased in 2016; but | am seeking afair readjustment of the water rates,
based on our zip code 90703. The (%) LaPalmais seeking to spike increases; is beyond index, pertaining to the
cost of living for our area.

Against the proposed water rates theory/ data, which are being debated/cal culated. Addressing Water Increase
debates, so writing this opposition letter, (Cerritos resident for 40+ yrs.); livein one of the Cerritos|Island
Communities, sitting inside OC and your city of La Pama, We are serviced by the city of La PalmaWater
District and not by city of Cerritos water feeds.

Ever since | can remember, every time a LaPama Council person advertises for a campaign election, they are
always against strip zoning, since LaPalmais split in many sections because of zoning, highways and RR. This
not only pertains to school districts, but also to Water Districts, etc. Thiswater increases for tier based rate
structures, helps create more tier rate conflicts between La Palma and Cerritos. When we purchased our new
homesin 1973-1975, never disclosed that La Palma would be our water vendor, now with the high water rates,
we are being penalized in this Tier Rating Structure. Attached Cerritos-La Pama Joint Powers Act-1968, was
not part of our escrow disclosures from either Cerritos nor La Palma, nor from our developer Warmington,
why?

FACTS:
Cerritos islands are approximately 300 homes-businesses, which share La Palma water, but are located in Los
Angeles County. Some have Cerritos or La Palma addresses.

La Palma Tier water rates structures, are based on 4,900 square foot Lots, our Cerritos lots are 6,500 -9,000
Sq. Ft Lots; plus some lots are up to one acre parcels. Summary, La Palma 4,900 square foot lots, does not
work with Cerritos properties.

Cerritos properties have overabundance of landscaping, from large corner lots with landscaping on the
outside perimeter, - landscape parkways, - oversized RV lots, parkway trees, plus different setback laws &
greater thumb print of dwelling ratios for landscape to dwelling improvements.

La Palma city attorney, states La Palma is not using free reclaimed water from the Orange County Water
District, which La Palma is entitled to. How come? Why can’t this free water delivered to parkways and
meridians in our island community?


kimberlyk
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5.

10.

11.

12.

13.

Recently spoke to the Cerritos assistant city manager, Vince Barr, one of the directors for the Department of
Water for Cerritos. Cerritos is subsidizing reclaimed water for the city of La Palma, at the usage of less than $3
for a 1500 gallon water truck, which can be used for irrigation for La Palma landscaping. So the city of Cerritos
is buying down La Palma recycled water rates, and making them available to La Palma. Cerritos general funds
is buying down La Palma recycled water rates. Why are the Cerritos Island sections not in receipt of this
reclaimed water, since you are our Water Vender? Email: vbrar@cerritos.us

Citywide, Cerritos water rates are being subsidized from General Funds. In return, Cerritos water rates are
50% cheaper compared to the city of La Palma. Cerritos Island Communities are financing the Cerritos General
Funds, but are not part of the equation of water subsidizations from either Cerritos or La Palma. 2014 Calif
Courts visited this Landmark Ruling and stated, “If a consumer pays taxes in to General Funds, water rates for
all consumers must be consistent and not variable tier rates”. La Palma is not crediting for our contributing
towards General Funding payments from sales/property tax, nor has city of La Palma discussed rates with
Vince Brar, pertaining to the Island Communities. Why hasn’t the city of La Palma contacted Vince Brar, in
order to discuss some kind of buy down for the Island Communities?

Cerritos water fire-hydrant have substantially greater GPM, compared to La Palma. Our fire-hydrant discharge
is low, since we are being serviced by La Palma, but our fire insurance premiums are structured out of Cerritos.
We are consumer slaves under both cities, neither city is here to aid us in this ongoing water pricing index.

Governor Brown, is recommending water allocation be based on lot size, numbers of residents per
households and the need for watering. Your 4,900 Sq. Ft ratios does not coincide with Governor Brown’s
statewide water conservation protocol for our local.

Cerritos is composed of aprox. 47% Senior Citizens, which consume higher volume of water, especially during
Alzheimer’s ending. What is La Palma doing to aid the low income of seniors on fixed incomes?

La Palma water days are based on certain days of the week. Cerritos has no watering protocol, so can water 7
days a week. Our Island Communities have dirty gutters, because of LP water rationing. Cerritos wants us to
water more, in order to move the bacteria out of the gutters, which is in violation of La Palma water protocol.

Cerritos Island properties have a silent CC&R wrapped around them, as we have to maintain our properties in
accordance with governing body of the Cerritos Property Preservation Commission protocol, which wants us
to maintain our landscape to higher standards compared to the city of La Palma. Cerritos has complex code
enforcement and televised monthly hearings on landscape maintenance.
http://cerritos.granicus.com/MediaPlayer.php?view_id=15&clip_id=3627

La Palma allows for artificial turf, where the city of Cerritos does not allow for artificial turf, gravel, bark, so
therefore we must maintain a healthy horticulture landscape, where the city of La Palma properties do not
have this codes. November 2015, Cerritos has just begun study sessions for Artificial Turf Permits, but will be
limited to sm. (%) of the yard, unlike La Palma. Currently AT is under review for Cerritos.

Cerritos Island section are removing backyard swimming pools-spas, because of the overage in water
statements from La Palma. One never knows, since we are in drought, low water table, sink-holes randomly,
could be slowly developing any time. Not uncommon for swimming pools to bounce out of the ground
because of low water tables.



14.

Contacted the LA County Vector control, stating Island Communities have a high number of mosquitoes in the
gutter, because we are not able to wash out the gutters accordingly, since we are living adj.to a flood control
basin. In return, our neighborhood is very buggy, and the bugs are getting inside our homes, and biting us left
and right. This is something La Palma residents don't have, because they don't have the large lots, breached/
cracked curbs/gutters, so Cerritos has breached run off flow. LA Co vector patrol is encouraging us, to wash
out our streets gutter to drain. Cerritos does not have gutter drain covers, compared to La Palma drain covers,
as Cerritos is encouraging residents to wash bugs and bacteria out to storm flood controls, just opposite of La
Palma theory. Cerritos and La Palma share different street cleaning schedules, so debris is being scattered
from side to other side of the streets, with no resolution. Summer 2015, LCCN wrote a feature story on the frt.
Pg, regarding Pine Tree Diseases, which need to be washed in to the sewer systems. | contacted state health
department, stating the pine tree diseases are result of drought and the dripping residue needs to be washed
away. City of La Palma was delivered this feature article.

http://www.loscerritosnews.net/2015/09/06/hmg-cn-special-report-area-trees-harbor-life-threatening-fungus-

15.

16.

for-those-with-compromised-immune-systems/

City of Cerritos conducted independent survey of the 7-9 surrounding cities, none of the cities base water
rates per tier structure, & or on Lot Size of 4900 Sq. Ft... Why is city of La Palma doing this, my opine, this is
just old fashioned RED-LINING ZIP CODES?

Original Water Franchise Contract for our Island Community, (Joint Powers Act 1968 )addresses fair water
vendor, not gouging prices, just because Cerritos has zoned us for oversize lots. (Please see attached 1968
Contract)

Summary, | would like to discuss further, with La Palma council and staff. Please call to discuss. This is my
letter of protest for the proposed water increases.

Regards//jm
Jim McMahon, 1/2016. | 7911 Squaw Valley, Cer. 90703 | 562-500-4769
Email: Mcmahon4homes@hotmail.com

Personal Addresses Redacted

MIKEB@cityoflapalma.org |CC: LaurieM @cityoflapalma.org; DouglasD @cityoflapalma.org
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