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Executive Summary

Hildebrand Consulting, LLC has been retained by North Marin Water District (District)
to conduct a rate study (Study) for the Novato water service area and the District’s
recycled water system. This report describes in detail the assumptions, procedures,

and results of the Study, including conclusions and recommendations.

The District provides water service to approximately 61,000 residents in the greater
Novato area through over 20,000 potable water service connections and 90 recycled
water connections. Nearly three quarters of the Novato service area’s water supply is
purchased from the Sonoma County Water Agency (SCWA), while the remaining supply

is treated surface water from Stafford Lake.

The scope of this Study is to prepare multi-year financial plans, review the rate
structures, and propose a 5-year rate schedule for both the Novato Enterprise and the

Recycled Water Enterprise.

This Study applied methodologies that are aligned with industry standard practices
for rate setting as laid out in the American Water Works Association (AWWA) M1
Manual, and all applicable law, including California Constitution Article XIIl D, Section

6(b), commonly known as Proposition 218.
Financial Plans

The Study developed 10-year financial plans for both the Novato Enterprise and the
Recycled Water Enterprise based on historical and budgeted financial information
associated with operation of the Novato Enterprise and Recycled Water Enterprise,
including historical and budgeted operating costs, a multi-year capital improvement
program (CIP), and outstanding debt service obligations. The 10-year financial plans
were developed through several interactive work sessions with both District staff and

the Board’s Ad Hoc Water Rate Study Subcommittee. The analysis identifies a revenue
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The rate structure proposed by the Study is designed to:

» Fairly and equitably recover costs through rates;
b Conform to accepted industry practice and legal requirements; and

» Provide fiscal stability and recovery of system fixed costs.

This Study employed a COS methodology that is consistent with the “commodity-
demand” COSA methodology promulgated in AWWA’s Manual M1: Principles of Water
Rates, Fees, and Charges (M1). This is a well-established methodology as recognized

by the AWWA and other accepted industry standards.
Proposed Rate Structure Changes

The Study found that the District’s current rate structures are consistent with common
industry practices and recommends updating the meter equivalency schedule and
structuring the potable tiered and seasonal rates to reflect the cost of water supply.
The Residential Tier 1 rate and the Commercial Winter rate are designed to recover the
cost of importing water from SCWA (the District’s lowest cost source of water). The
Residential Tier 2 & 3 rate and the Commercial Summer rate are designed to recover
the cost of treating local surface water at the Stafford Treatment Plant. The costs of
the Conservation Program are recovered through the Tier 3 rates and Summer rates
because it is those customers that use the most water who create the need for the

Conservation Program.

The allocation of water in Tier 1 is 262 gallons per day per dwelling unit, which results
in same proportion of water sold at Tier 1 rates as is purchased from SCWA. Similarly,
the “season” for Commercial Winter Rates extends from October through June, which

also results in same proportion of water being sold at the Winter Rate.

No structural changes are proposed for the Recycled Water Rates.
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Proposed Novato Water Rates

The proposed fixed Service Charge for Novato customers is made up of an account

charge and a meter charge as summarized in the table below.

Proposed Service Charges ~ Novato

Account Meter Bi-Monthly

Meter Size Charge Charge Service Charge

5/8" $19.73 $21.73  $4146

1" $19.73 $5433  $74.06
1.5" $19.73 $108.65 1$128.38
2" $19.73 $173.84 $193.57
3" $19.73  $347.68 $367.41
4" $19.73  $543.25 $562.98 -

6" $19.73 $1,086.50 $1,106.23
8" Sl9.73 $1,412.45  ’ $1,432.18

The residential, commercial and raw water Quantity Charges are calculated by
combining unit costs associated with water SUpply costs and an appropriate elevation

charge as summarized below.

Proposed Quantity Charges - Novato

Residntial Quantity Charges

Tier 1* $5.50
Tier 2** $6.23
Tier 3 $7.67

Commercial Quantity Charges

Win{ér(Oct. to June) $5.50
Summer (Jul. to Sept.) $7.67

Other Quantity.Charges

Raw Water $2.93
Temporary Meter $6.99
Zone B $0.76
Zone C $2.10

* Allocation is 262 gpd per dwelling unit
** Allocation is 458 gpd per dwelling unit
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Proposed Recycled Water Rates

Similarly, the proposed fixed Service Charge for Recycled Water customers is made up

of an account charge and a meter charge as summarized in the following table.

Proposed Service Charges - Recycled Water Enterprise

Account Meter Bi-Monthly
Meter Size Charge Charge Service Charge
5/8" $24.11 $24.67 $48.78
1" §24.11 $61.68 $85.79
1.5" $24.11 $123.35 $147.46
2" §24.11 $197.36 $221.47
3" $24.11 $394.72 $418.83
4" $24.11 $616.75 $640.86
6" $24.11 $1,233.50 §1,257.61

The Quantity Charge for Recycled Water of $6.24 per TGAL.
Conclusion

The Study used methodologies that are aligned with industry standard practices for
rate setting as promulgated by AWWA and all applicable laws, including California’s
Proposition 218. The proposed annual adjustments to the rates will allow the District
to continue to provide reliable service to customers while meeting the state’s

mandates.

The water rates will need to be adopted in accordance with Proposition 218, which
will require a detailed notice describing the proposed charges to be mailed to each
affected property owner or customer at least 45 days prior to conducting a public

hearing to adopt the rates.

The full report includes schedules which detail 5 years of proposed rates.
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List of Acronyms

AEEP
AWWA
CIP
cos
DCR

FY
G&A
GPD
GPM
MG
MMWD
0&M
OPEB
pay-go
SCWA
SRF
TGAL

Aqueduct Energy Efficiency Project
American Water Works Association
capital improvement program

cost of service

debt service coverage ratio

fiscal year (which ends on June 30 for the District)
general and administrative

gallons per day

gallons per minute

million gallons

Marin Municipal Water District
operations and maintenance

Other Post-Employment Benefits

“pay as you go” (i.e. cash financing for capital projects)

Sonoma County Water Agency
State Revolving Fund (loan program)

thousand gallons
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Section1. INTRODUCTION

Hildebrand Consulting, LLC has been retained by North Marin Water District (District)
to conduct a rate study (Study) for the Novato water service area and the District’s
recycled water system. This report describes in detail the assumptions, procedures,

and results of the Study, including conclusions and recommendations.

1.1 UTILITY BACKGROUND

The District provides water service to approximately 61,000 residents in the greater
Novato area through over 20,000 potable water service connections and 90 recycled
water connections. The District also provides water service to approximately 1,800
residents in the Point Reyes service area of West Marin County through over 780
service connections and sewer service to approximately 500 residents in the Oceana
Marin service area of West Marin County through approximately 230 service
connections. The focus of this Study is both the Novato service area (which sells
potable water) and the Recycled Water system. The District was formed by voter
approval in April 1948 pursuant to provisions of the County Water District Law and is
governed by a five-member Board of Directors, elected by division from within the

District’s service area.

Nearly three quarters of the Novato service area’s water supply is purchased from the
Sonoma County Water Agency (SCWA), while the remaining supply is treated surface

water from Stafford Lake.

1.2 SCOPE & OBJECTIVES OF STUDY

The scope of this Study is to prepare multi-year financial plans, review the rate
structures, and propose a 5-year rate schedule for both the Novato Enterprise and the

Recycled Water Enterprise.
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The primary objectives of this Study are to:

i.  Develop multi-year financial management plans that integrate operational and
capital project funding needs;

ii. Identify future rate adjustments to water rates to help ensure adequate
revenues to meet each enterprises’ respective ongoing financial obligations;

iii. Determine the cost of providing water service using industry-accepted
methodologies; and

iv.  Recommend specific modifications to the District’s existing rate structures in
order to ensure that the District is equitably recovering the cost of service and
comporting with industry standards and California’s legal requirements.

1.3 STUDYMETHODOLOGY

This Study applied methodologies that are aligned with industry standard practices
for rate setting as laid out in the American Water Works Association (AWWA) M1
Manual, and all applicable law, including California Constitution Article XIil D, Section

6(b), commonly known as Proposition 218.

The Study began with a review of the District’s current financial dynamics and latest
available data for the utility’s operations. Multi-year financial management plans for
both the Novato (Potable) Enterprise and the Recycled Water Enterprise were then
developed to determine the level of annual rate revenue required to cover projected
annual operating expenses, debt service (including coverage targets), and capital cost
requirements while maintaining adequate reserves. This portion of the Study was
conducted using an MS Excel©-based financial planning model which was customized
to reflect both enterprises financial dynamics and latest available data for the utility’s
operations in order to develop a long-term financial management plan, inclusive of

projected annual revenue requirements and corresponding annual rate adjustments.
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Revenue requirements calculated for fiscal year ending June 2021 (FY 2020/21") were
then used to perform a detailed cost-of-service (COS) analysis. The COS analysis and
rate structure design were conducted based upon principles outlined by the AWWA,

legal requirements (Proposition 218) and other generally accepted industry practices

to develop rates that reflect the cost of providing service.

! Fiscal years are sometimes indicated by their ending years. For example, FY 2019/20, starts on July 1, 2019 and
ends on June 30, 2020, can also be expressed as FY 2020.
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Section2. FINANCIAL PLANS

This section presents the 10-year financial plans for both the Novato Enterprise and
the Recycled Water Enterprise, including a description of the source data,
assumptions, and the District’s financial policies. The District provided historical and
budgeted financial information associated with operation of the Novato Enterprise
and Recycled Water Enterprise, including historical and budgeted operating costs, a
multi-year capital improvement program (CIP), and outstanding debt service
obligations. District staff also assisted in providing other assumptions and policies,
such as reserve targets and escalation rates for operating costs (all of which are

described in the following subsections).

The 10-year financial plans were developed through several interactive work sessions
with both District staff and the Board’s Ad Hoc Water Rate Study Subcommittee. As a
result of this process, the Study has produced robust financial plans that will allow the
District to meet the revenue requirements of the respective enterprises and achieve
financial performance objectives throughout the projection period while striving to

minimize rate increases.

The analysis identifies a revenue shortfall in upcoming years which leads to a
conclusion that revenue adjustments are required for both the Novato Enterprise and
the Recycled Water Enterprise. The schedules attached to this report include detailed

data supporting the financial plan discussed herein.

2,1 NOVATO ENTERPRISE FINANCIAL PLAN

The following provides the details of the Novato Enterprise financial plan.
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2.1.1 Novato Enterprise Beginning Fund Balances

The ending cash balances for FY 2018/19 were used to establish the FY 2019/20

beginning balances, as outlined in Table 1.

Table 1: Novato Enterprise FY 2019/20 Beginning Cash Balance

Cash 'S0
Self-Insured Workers' Compensation Fund $507,000
Retiree Medical Benefits Fund $4,124,000
Maintenance Accrual Fund $2,500,000
Operating Reserve Fund $2,332,000
Liability Contingency Reserve $1,142,000

Total Unrestricted: $10,605,000

Restricted: $1,628,000

Total Reserves: $12,233,000

Long-term Receivable from Recycled Water: $7,659,000

The District’s self-insurance program was recently terminated, and the associated
funds ($507 thousand) have been transferred to the Operating Reserve Fund. The
“restricted reserves” are primarily associated with reserves that set aside in
conformance with debt covenants for an existing State Revolving Fund (SRF) loan.
The purpose and target reserve levels for the remaining funds is detailed in Section
2.1.8. The “Long-term Receivable” from Recycled Water is explained in Section 2.2.5.

2.1.2 Novato Service Area Customer Growth

Over the past 4 years the District has collected an average of approximately $1 million
per year in Connection Fee revenue from new customers connecting to the system.
While this level of growth may continue, this Study conservatively assumes that
Connection Fee revenue will average $486 thousand per year going forward (based on

50% of the average revenue from FY2014/15 - FY2018/19). This level of revenue
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corresponds with a growth rate of approximately 0.07%. This Study assumes that this
rate of growth will continue over the next 10-year planning period, while also

recognizing that actual growth may turn out to be materially higher.

2.1.3 Novato Enterprise Rate Revenues

Rate revenue is the revenue generated from customers for water service. The District
collects rate revenue from potable water customers in the Novato service area based
on a fixed “Service Charge” (assessed based on meter sizes) and a water usage
“Quantity Rate.” Customers receive a bimonthly bill. The Novato Enterprise financial
plan starts with FY 2018/19 actual rate revenues and then inflates those revenues by
3.5% to estimate FY 2019/20 revenues (the District adopted a 3.5% increase on June 1,
2019). Future rate revenues include assumed customer growth (see Section 2.1.2) as
well as the annual rate revenue adjustments proposed by this Study. Budgeted and
projected rate revenues (including proposed rate adjustments) are listed in Schedule

1

2.1.4 Novato Enterprise Non-Rate Revenues

In addition to rate revenue, the District receives some “non-rate revenue” from
sources such as miscellaneous service fees, wheeling charges?, Connection Fee’
revenue, rents/leases on District property, grants, loan repayments®, and interest
revenue on investments. Projections of all non-rate revenues were based on FY
2019/20 budgeted revenues with the exception of interest income which was

calculated annually based upon projected fund balances and assumed interest rate of

2 Charged to Marin Municipal Water District (MMWD) for wholesale water transfers through NMWD’s
Aqueduct.

3 The District’s “Connection Fees” are known as “Capacity Charges” per Government Code Section

66013.

+ Namely from MMWD for capital contributions to the Aqueduct Energy Efficiency Project (AEEP).
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2.1.5 Novato Enterprise Operating and Debt Expenses

Novato Enterprise expenses include operating and maintenance expenses, SCWA
water purchase payments, debt service, transfers to the Recycled Water Enterprise
(see Section 2.2.5). Capital spending is addressed in Section 2.1.7. The Novato
Enterprise current outstanding debt includes a 2008 loan from Bank of Marin (a $8.0
million loan, $7 million of which was for the Aqueduct Energy Efficiency Project and
$1 million for West Marin capital projects), a 2010 SRF loan for the Stafford Treatment
Plant ($16.5 million), and a 2019 loan from JP Morgan Chase ($4.6 million for the
Advanced Meter Information (AMI) Project). The Novato Enterprise total annual debt

service in FY 2019/20 is $1,903,800.

Future operating expenses were projected based upon the budgeted expenditures

from FY 2019/20 and adjusted for inflation (see Section 2.1.6).

Budgeted expense categories for FY 2019/20 are depicted in Figure 2. Budgeted and

projected operating and debt expenses are listed in detail in Schedule 2.
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provided by the District were provided in current dollars and were inflated at a rate of

3% per year.

2.1.8 Novato Enterprise Reserve Targets

Target reserves for utilities are cash balances retained for specific cash flow needs.
The target for reserves is an important component when developing a multi-year
financial plan. Utilities rely on reserves for financial stability; credit rating agencies
evaluate utilities in part on their adherence to formally adopted reserve targets; and
lending agencies require utilities to maintain specific debt reserves for outstanding

loans.

The Novato Enterprise has formal reserve policies (Policy No. 45, last revised on May 1,
2018) which includes three separate reserve targets, which are summarized below.
The target levels of the policies below are consistent with: 1) the findings of reserve
studies conducted by the AWWA, 2) a healthy level of reserves for a utility per the
evaluation criteria published by rating agencies (e.g. Fitch, Moody’s, and Standard &

Poor’s); and, 3) Hildebrand Consulting’s industry experience for similar systems.

Operating Reserve - The Operating Reserve is comprised of a minimum of four
months of budgeted operating expenditures as recommended by the District’s
financial advisors. This reserve serves to ensure adequate working capital for

operating, capital, and unanticipated cash flow needs that arise during the year.

Given the forecasted FY 2020/21 0&M budget of $16.8 million, the Operating Reserve
target will be $5.6 million.

Other Post-Employment Benefits (OPEB) Liability Reserve - The District pays the
cost of health insurance for retirees (subject to certain limitations). The target level for
this reserve is based on a 2018 actuarial analysis which calculated the District’s total

OPEB accrued liability at $4.1 million (later adjusted to $4.5 million in FY 2018/19).
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Liability Contingency Reserve - This reserve was established when the District first
elected to self-insure its general liability risk. Today the reserve target is based on an

independent financial assessment of the District’s current liabilities.

Maintenance Accrual Fund Reserve - This reserve provides a source of funds for the
replacement of treatment, storage, transmission and distribution facilities as they
wear out. Until recently the reserve target goal has been $2.5 million, based on the
Novato Enterprise’s annual capital spending pay-go budget. Starting in FY 2020/21
the target for this reserve will be increased to $4.0 million based on the District’s

planned increase in pay-go spending.

This Study proposes that the District distinguish between “Minimum “Reserves” and
“Reserve Targets”. The first three reserves targets above (the Operating Reserve
target, OPEB Liability Reserve target, and Liability Contingency Reserve target, which
add up to approximately $12 million) are maintained for the purpose of mitigating
unexpected expenses or events. For this reason, the District should always plan to
have these reserves fully funded (in case those unexpected events come to pass, at
which time it may be appropriate to draw down on the reserves). On the other hand,
the Maintenance Accrual Fund Reserve is designed to give the District some “cushion”
to smooth out the peaks and valleys in the pay-go capital spending program. As such,
it make sense to draw down on this reserve during years of higher-than-average pay-
go spending and replenish the reserve during years with lower-than-average
spending. As such, the Maintenance Accrual Fund Reserve is treated as a “target”

rather than a “minimum?.

The total reserve target by year is shown in Schedule 4 (Novato Enterprise 10-Year
Cash Flow Proforma), which shows that the projected cash reserves don’t dip below
the minimum reserve target of $12 million, while the Target Reserve level of $16

million ($12 million + $4 million) is only occasionally fully funded.
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2.1.9 Future Borrowing Assumptions

This Study assumes that the $15 million Administrative Building & Laboratory
rehabilitation project will be debt financed with a bank loan in FY 2020/21. This Study
assumes a repayment period of 20-years and a fixed interest rate of 3.10% based on
information provided by the District’s financial advisor. The annual debt service
associated with the $16.6 million loan (after escalation, cost of issuance (@ 1%) and

reserve requirement (@ one year of debt service) is estimated to be $1.13 million.

The District’s existing loans have a debt service coverage ratio (DCR) requirement of
1.20. Based on recently published guidance from Fitch Ratings®, utility systems with
midrange financial profiles should maintain a DCR greater than 1.50 times annual debt
service. As per the District’s debt management policy (Policy No. 47), a DCR of at least
1.50 was maintained throughout the projection period to enable the District to access

favorable borrowing terms in the future.

2.1.10 Proposed Novato Enterprise Rate Revenue Increases

All of the above information was entered into a Novato Enterprise financial planning
model to produce a 10-year projection of the sufficiency of revenues to meet current
and projected financial requirements and determine the level of rate revenue

increases necessary in each year of the projection period.

Based upon the previously discussed financial data, assumptions, policies, and debt
strategy (a $16.4 million loan), this Study proposes a 5-year schedule of rate

adjustments as detailed in Table 2.

5 As published on July 31, 2013.

:



North Marin Water District
2020 Novato and Recycled Water Rate Study Financial Plans

Table 2: Recommended Novato Enterprise Water Rate Revenue Increase

Rate Adjustment Proposed Rate

Date Revenue Increase

July 1, 2020 6.0%
July 1, 2021 6.0%
July 1, 2022 6.0%
July 1, 2023 5.0%
July 1, 2024 5.0%

The numbers provided in Schedule 4 (Novato Enterprise cash flow proforma) are
summarized graphically in Figure 4, which shows that cash reserves and DCR targets

are maintained over the course of the planning period.







North Marin Water District
2020 Novato and Recycled Water Rate Study Financial Plans

Table 3: Recycled Water Enterprise FY 2019/20 Beginning Cash Balance

Cash $230,000
Operating Reserve Fund $174,000
Total Unrestricted: $404,000

Restricted 52,416,000
Capital Replacement & Expansion Fund $1,867,000

Total Reserves: $4,687,000

The “restricted reserves” are associated with (1) reserves that set aside per an
interagency agreement with Novato Sanitary District and Las Gallinas Valley
Sanitary District, (2) reserves set aside in conformance with debt covenants for
existing SRF loans and (3) the Deer Island RWF Replacement Fund. The purpose and
target reserve levels for the remaining funds is detailed in Section 2.2.8.

2.2.2 Recycled Water Customer Growth

Extending the recently developed Recycled Water system is a long and expensive
endeavor. At this time the District doesn’t have any plans to expand the Recycled
Water system, although the existing system has capacity to allow for expansion of the

customer base in the future.

2.2.3 Recycled Water Rate Revenues

Much like potable water customers, the Recycled Water Enterprise receives rate
revenue from a fixed “Service Charge” and a water usage “Quantity Rate” and
customers receive a bimonthly bill. Rate revenue in the Recycled Water Enterprise
financial plan begins with FY 2019/20 budgeted rate revenues. Future rate revenues
are modeled to increase annually with the annual rate revenue adjustments proposed

by this Study. Budgeted and projected rate revenues are listed in Schedule 5.

:
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2.2.5 Transfer In from Novato Enterprise

As previously mentioned in Section 2.1.4, Connection Fee revenue from the Novato
Enterprise pays for the debt service on loans that were used to expand the Recycled
Water storage and distribution system. However, this Connection Fee revenue is
insufficient (in the short-term) to pay for the debt service. As such, the Novato
Enterprise is using reserves from the Operating Reserve Fund to temporarily fund any
debt service that exceeds Connection Fee revenue. Eventually Connection Fee
revenue will begin to exceed the annual debt service payments (as the loans begin to
be paid off starting in FY 2025/26 (see Schedule 6, Row 36)), at which time Connection

Fee revenue will begin to reimburse the Novato Enterprise Operating Reserve Fund.

At present time, transfers are made from the Novato Enterprise Operating Reserve
Fund to the Recycled Water Enterprise in amounts that are equal to the Recycled
Water Enterprise’s debt service less recycled water rate revenue surplus’. As
explained in the previous paragraph, Connection Fee revenue is used to offset the cost
of the transfer (i.e. loan) from the Novato Enterprise Operating Reserve Fund. For
example, in FY2020/21 the transfer out is budgeted to be $743 thousand and the
Connection Fee revenue is budgeted to be $486 thousand, therefore the balance of the
loan (identified as “Long-Term Receivables” in the Novato Enterprise financial, see
Section 2.1.1) from the Recycled Water Enterprise will increase by the difference (5257
thousand). Again, in years when the Connection Fee revenue is greater than the
transfer out to the Recycled Water Enterprise, the balance of the Long-Term

Receivable will decrease.

7 Any surplus in revenue accounts for contributions from the Marin Country Club for debt service (which,

by District policy, should be subtracted from transfers from the Novato Enterprise.

6 L=
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2.2.6 Recycled Water Operating and Debt Expenses

Recycled Water expenses include operating and maintenance expenses, debt service,
and transfers to the partner agencies. Capital spending is address in Section 2.2.7.
The Recycled Water Enterprise currently has nine (9) outstanding SRF loans, ranging
from a $457 thousand loan to a $7.1 million loan. The Recycled Water Enterprise

total annual debt service in FY 2019/20 s $1,163,439.

Future operating expenses were projected based upon the budgeted expenditures

from FY 2019/20 and adjusted for inflation (see Section 2.1.6).

In accordance with its agreements with Novato Sanitary District and Las Gallinas
Valley Sanitary District®, the District also transfers out half of its revenue that is in
excess of operating costs® to partner agencies for the purpose of paying for the costs

of repair and replacement at each respective agency.

Budgeted expense categories for FY 2019/20 are depicted in Figure 6. Budgeted and

projected operating and debt expenses are listed in detail in Schedule 6.

¢ The “Inter Agency Agreement for Recycled Water Between Las Gallinas Sanitary District and North
Marin Water District” and the “Inter Agency Agreement for Recycled Water Between Novato Sanitary

District and North Marin Water District” both executed in 2011.

? The Inter Agency Agreements for Recycled Water between Novato Sanitary District, Las Gallinas Valley
Sanitary District & NMWD in 2011 require that any payments to the NMWD by its retail customers in
excess of “Operating and Maintenance Costs” shall be deposited in a separate fund for capital
expenditures at each respective agency. “Operation and Maintenance Costs” are defined as the actual
cost of labor, equipment and vehicle charges, consumables, and spare parts and/or replaced
components necessary to reliably treat and deliver recycled water to the retail customers. Operation

and Maintenance Costs do not include costs for major capital replacement or process changes.

6 2
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The total reserve target by year is shown in Schedule 7 (Recycled Water Enterprise 10-
Year Cash Flow Proforma, Row 31), which shows that the projected cash reserves are
projected to remain very steady at around $900 thousand (which is just above the
targeted reserve levels). The reason that the reserve levels are forecasted to remain so
steady (which is atypical for a utility) is due to the fact that the transfer in from Novato
(see Section 2.2.5) is calculated to balance the Recycled Water Enterprise’s cash flow

requirements.

2.2.9 Proposed Recycled Water Rate Revenue Increases

All of the above information was entered into a Recycled Water Enterprise financial
planning model to produce a 10-year projection of the sufficiency of revenues to meet
current and projected financial requirements and determine the level of rate revenue

increases necessary in each year of the projection period.

Based upon the previously discussed financial data, assumptions, and policies, this
Study proposes a 5-year schedule of rate adjustments which mirror those of the

Novato Enterprise, as detailed in Table 2.

Table 4: Recommended Recycled Water Enterprise Rate Revenue Increase

Rate Adjustment Proposed Rate

Date Revenue Increase

July 1, 2020 6.0%
July 1, 2021 6.0%
July 1, 2022 6.0%
July 1, 2023 5.0%
July 1, 2024 5.0%
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Section3. COST OF SERVICE & RATE STRUCTURE

The Cost-of-Service (COS) analysis evaluates the cost of providing water and recycled
water service and to allocate those costs to rate structure components to ensure the
proposed rates are aligned with costs to provide service. The COS analysis is done in
order to comply with Proposition 218, which requires water rates to be equitably

apportioned and proportional to the cost of providing water service.

Upon completion of the COS analysis, a rate structure analysis was performed to
evaluate rate structure modifications and calculate specific rate schedules for
implementation in FY 2020/21. The complete schedule of proposed rates for FY
2020/21 through FY 2023/24 is detailed in Schedule 10.

The rate structure proposed by this Study is designed to:

» Fairly and equitably recover costs through rates;
» Conform to accepted industry practice and legal requirements; and

» Provide fiscal stability and recovery of system fixed costs.

This Study employed a COS methodology that is consistent with the “commbdity-
demand” COSA methodology promulgated in AWWA’s Manual M1: Principles of Water
Rates, Fees, and Charges (M1). This is a well-established methodology as recognized
by the AWWA and other accepted industry standards.

3.1 CURRENT RATES

The structure for the District’s current potable water and recycled water rates follow a
common industry practice with a two-part structure that is comprised of a fixed
Service Charge and a consumption-based Quantity Charge. In addition, some potable
water customers pay an additional Elevation Zone Charge, which is a consumption-
based charge based on the elevation of the property. The Service Customer Charge is

scaled based on the individual account’s meter size and currently recovers
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approximately 24% of rate revenue for the Novato Enterprise and 5% of rate revenue

for the Recycled Water Enterprise.

The Quantity Charge is assessed based on actual water usage (measured in thousand-
gallon increments or “TGALs”) and the rate varies by customer class. Residential
potable water customers pay inclining block rates (three tiers) and receive water

allocations for each tier as summarized in Table 5.

Table 5: Current Residential Potable Tiered Rates

vvf»}rie’r, Rate . 1‘/_'-\_|v|0cat‘ion .
_ (perTGAL) (gallons perday per dwelling unit)
1 $5.42 0- 650
2 $8.64 650 - 1856
3 $15.05 Greater than 1845

Commercial (i.e. all non-residential) potable water customers currently pay a uniform

season rate as shown in Table 6.

Table 6: Current Commercial Seasonal Rates

Season Rate

, . (per TGAL).
Summer (June through October) $5.97
Winter (November through May) $6.42

Recycled Water customer classes currently pay a uniform rate of $5.97 per TGAL.

The Novato Enterprise has two raw water customers that pay only a Quantity Charge

of $2.46 per TGAL.

The Elevation Zone Charge is a surcharge added to the potable water Quantity Rates,

as summarized Table 7.
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Table 7: Current Elevation Zone Charges

T
. [(periGAL . - Flewation.

A $0.00 Oto 60ft
B $0.65 60to 200 feet
C $2.08 Over 200 feet

3.2 PROPOSED RATE STRUCTURE CHANGES

This Study has found that the District’s current rate structures are consistent with

common industry practices and recommends the following minor modifications.

1. Update the meter equivalency schedule (see Section 3.3.3); and

2. Structure the potable tiered and seasonal rates to reflect the cost of water
supply (see Section 3.2.2).
The above proposed changes are explained in more detail in the following

subsections.

3.2.1 Meter Equivalency

A meter equivalency schedule is an industry-standard factor used to represent the
relative capacity associated with various meter sizes based on their hydraulic flow
capacity (measured in gallons per minute (GPM)). A meter equivalency schedule
allows for indexing of each meter size in terms of multiples of the lowest common
denominator (in this case a 5/8” meter). This Study recommends a standard meter
equivalency table as taken from AWWA’s M1 manual as shown in Table 8. The

application of this meter equivalency schedule is discussed in Section 3.3.3.
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Table 8: Meter Equivalency Schedule

Rating Equivalency

Meter Size  Meter Type (gpm) Schedule

5/8" Displacement 20 1.00
3/4" Displacement 30 1.50
1" Displacement 50 2.50
11/2" Displacement 100 5.00
2" Displacement 160 8.00
3" Compound Class 1 320 16.00
4" Compound Class 1 500 25.00
6" Compound Class 1 1,000 50.00
8" Compound Class 1 1,300 65.00

Source: Table VI.2-5 AWWA meter Standards, AWWA M1 Manual, 6th Ed.

3.2.2 Tier and Seasonal Rate Pricing and Allocation

Tiered and seasonal rates are made up of two components: the rate (i.e. the cost) and
the allocation (i.e. the amount). The rate is how much is charged per unit of water
while the allocation is how much water can be purchased at each tier (or the duration
of each season for seasonal rates). This Study proposes to use water supply costs and

availability to calculate the rates and the allocations for the tiered/seasonal rates.

The Residential Tier 1 rate and the Commercial Winter rate are designed to recover
the cost of importing water from SCWA (the District’s lowest cost source of water).
The rates are calculated based on the costs associated with purchasing and importing
the water, as summarized in the “Imported Water” column of Schedule 8. Since this
imported water constituted about 74% of the District’s water usage over the past 4
years, the allocation of Tier 1 is 262 gallons per day (GPD) per dwelling unit, which
results in 74% of water sold to residential accounts to be sold at Tier 1 rates. Similarly,
the “season” for Commercial Winter Rates extends from October through June, which
also results in approximately 75% of the commercial water being sold at the Winter

Rate.

The Residential Tier 2 & 3 rate and the Commercial Summer rate are designed to

recover the cost of treating local surface water at the Stafford Treatment Plant. These
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Figure 11: Novato Enterprise Cost Functions

Operating and capital line-item expenses are assigned to a specific system function or

activity. The following explains the percent allocations that are detailed in Schedule

8:

e Direct allocations - Some costs can be allocated directly to a functional

component. For example, on Row 8 purchased water costs are allocated 100%

to the Imported Water function.

e Asset value-based allocations - Most line items are allocated to functions

based on the value of existing District assets'* in the relevant functions. Asset

values are a reasonable proxy for estimating the cost to operate and maintain

various functions within the system. Rows 1 through 4 of Table 9 show how

asset values are proportionately divided among Functional Components. Row

1 This Study used the replacement cost new less depreciation (RCNLD) of assets in the District’s asset

register.
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3.3.2 Allocating Non-Rate Revenue - Novato Enterprise

In order to complete the allocation of costs to each system function, a final step
requires non-rate revenue to be used to offset costs that would otherwise need to be
recovered through rates. Non-rate revenue includes interest income, and other
operating revenue such as miscellaneous fees. These revenues are credited to each
system function using the indirect cost allocation method (see Row 102 of Schedule 8
and Table 10).

Table 10 below summarizes the allocation of all expenses and non-rate revenues to
each system function, which establishes the rate revenue requirement for each

function.

Table 10: Novato Rate Revenue Requirement by Function

Customer Water Imported Water Raw  Pressure
Service Distribution Water Treatment Conservation Water System
Total Expenses $2,525,036 $3,548,431 $9,092,767  $4,374,445 $481,785 $189,193  $2,066,890
Less Non-Rate Ravenue ($152,420} {$261,075} {$580,774}  {$263,234) {$37,363) (51,338} (850,757}
Rate Revenue Requirement  $2,372,615 $3,287,356 48,511,993  $4,111,211 $444,422 $187,855  $2,016,093
11.3% 15.7% 40.7% 19.6% 2.1% 0.9% 9.6%

3.3.3 Units of Service - Novato Enterprise

As explained in Section 3.3.1, the revenue requirements established for each system
function (see Table 10) are recovered through the Service Charge, Quantity Charge
and Elevation Zone Charge, respectively. Those charges are calculated by dividing the
Rate Revenue Requirement of each system function by an appropriate metric. For
example, the Customer Service revenue requirement is divided by the number of

accounts in the Novato Enterprise to calculate a cost per account.
The following describe units of service that were quantified for this Study.
Accounts - This is simply a count of all water accounts within the Novato Enterprise.

Equivalent Meters -Table 11 shows the calculation of the total equivalent meters for

potable water accounts in the Novato service area.
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Table 11: Novato Potable Water Meter Equivalencies

Meter Size: 5/8" 1 1.5" 2" 3" 4" 6" 8"
Residential: 17,896 573 143 58 0 0 1
Commercial: 550 377 249 164 18 6 2 1
Total: 18,446 950 392 222 18 6
Meter Equivalency: 1.0 2.5 5.0 8.0 16.0 25.0 50.0 65.0
Equivalent Meters: 18,446 2,375 1,960 1,776 288 150 150 65
Total: 25,210

Imported Water - Over the past five years the District has purchases between 68% to
about 77% of its water supply from SCWA (or approximately 1.65 billion gallons per
year).

Treated Local Water - Over the same period, the Stafford Treatment Plant has

supplied between 23% and 32% of the District’s water supply (or approximately 700
million gallons (MG) per year).

Conservation - The costs for the District’s conservation program are recovered
through Tier 3 and Summer rates. As explained in Section 3.2.2, the quantity of water
to be sold at those rates is designed to be approximately 5% of water sales (or 308
MG).

Raw Water - Raw water customers utilized 64 million gallons of water in FY 2018/19,

which is assumed to be a representative quantity for purposes of this Study.

Table 12 presents a summary of the units of service used for the purpose of

calculating unit costs for each system function.
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Table 12: Units of Service (FY 2017)

System Function Units of Service

Number of Customers 20,040 Accounts
Distribution System Utilization 25,210 EDUs
Imported Water Volume 1,647.3 MG
Local Treated Water Volume 696.9 MG
Conservation 308.0 MG

Raw Water Volume 64.0 MG

3.3.4 Unit Costs - Novato Enterprise

The revenue requirements for each system function (Table 10) are divided by the
appropriate units of service (Table 12) in order to calculate the unit costs that will

build the rate structure. These calculations are shown in Table 13.

Table 13: Calculation of Unit Costs — Novato Enterprise

Distribution Imported Treated Local
System Function: Customer System Water Water Conservation Raw Water
Units of Service: 20,040 25,210 1,647,296 696,911 307,977 64,025
Accounts Equilvalent Meters TGALs TGALs TGALs TGALs
Revenue Requirement:] $2,372,615 $3,287,356 $8,511,993 $4,111,211 $444,422 $187,855
Unit Costs: $118.39 $130.40 $5.17 $5.90 $1.44 $2.93
per account Per equivalent Per TGAL Per TGAL Per TGAL Per TGAL
peryear meter peryear for for for for Raw Water
Tier 1 Water | Tier 2& 3 Water | Tier 2 & 3 Water
or or & & &
$19.73 $21.73 Winter Water | Summer Water{ Summer Water
per account Per equivalent
perhi-month | meter per bi-month

3.3.5 Elevation Zone Charge

All potable water in the Novato service area is pressurized when delivered to
customers. The District must provide additional pressurization to deliver water to

customers located at higher elevations. The District has previously calculated the
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relative cost of pumping water to each respective elevation zone™. It was not in the
scope of this Study to independently calculate the Elevation Zone Charge, rather this

Study updates the existing Elevation Zone Charges based on current costs.

As a first step, the revenue requirements associated with the pressure system were
calculated (52,016,000 see Table 10). Next the existing cost relationships between the
elevation zones were used to calculate elevation “factors” (see column b of Table 14).
These factors were multiplied by the amount of water sold in each zone (column ¢) to
derive “scaled” TGALs (Column d). The revenue requirement ($2,016,000) was divided
by the “scaled” TGALs ($6,136,966) to calculate the unit cost per scaled TGAL (50.33),
which is then multiplied by the elevation factor to calculate the cost per TGAL for each
zone (Column e). The Zone A pumping costs are included in all Quantity Charges,

therefore the Elevation Zone surcharges for Zone B and Zone C are shown in Column f.

Table 14: Elevation Zone Charge Calculation

(a) (b) (c) (d) (e) (f)
Elevation Water Proposed
Range  Elevation Usage "Scaled" Costper  Surcharge
{ft) "Factor" (TGAL) TGALs TGAL (per TGAL)
Zone A: 0-60 1.0 1,067,197 1,067,197 $0.33 (na)
Zone B: 60-200 3.3 1,078,367 3,558,613 $1.09 S0.76
Zone C: 200+ 7.4 205,599 1,511,156 $2.43 $2.10

Total: 2,351,164 6,136,966

3.3.6 Service Charges - Novato Enterprise

The fixed Service Charge is made up of an account charge ($19.73 per bi-month) and a
meter charge ($21.73 per equivalent meter per bi-month). Table 15 provides a

complete schedule for all meter sizes in the Novato service area.

12 Cost of Service Study, December 2018 draft
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Table 15: Proposed Service Charges — Novato Enterprise

Account Meter Bi-Monthly
Meter Size Charge Charge Service Charge
5/8" $19.73 $21.73 $41.46
1" $19.73 $54,33 $74.06
1.5" $19.73 $108.65 $128.38
2" $19.73 $173.84 $193.57
3" $19.73 $347.68 $367.41
4" $19.73 $543.25 $562.98
6" $19.73 $1,086.50 $1,106.23
8" $19.73 $1,412.45 $1,432.18

* This Study recommends residential account with a 1” meter that would otherwise have

a 5/8” meter but-for fire requirements, should be charged at the 5/8” meter rate.

3.3.7 Quantity Charge - Novato Enterprise

The residential, commercial and raw water Quantity Charges are calculated by
combining the unit costs shown in Table 13 and Table 14 (with exception to Raw Water
which does not pay the elevation charge since those customers do not receive
pumping services from the District). For example, the Tier 1 unit cost from Table 13
($5.17 per TGAL) is combined with the Zone A Elevation Zone Charge ($0.33) for a total
of $5.50 for Tier 1 Zone A. The various combinations of adding these unit costs

together is summarized below in Table 16.
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Table 16: Proposed Quantity Charges — Novato Enterprise

Residential Quantity Charges

Tier 1* $5.50
Tier 2*% $6.23
Tier 3 §7.67
Winter {Oct. to June) $5.50
Summer {Jul. to Sept.) $7.67
Raw Water $2.93
Temporary Meter ' $6.99
Zone B $0.76
Zone C $2.10

* Allocation is 262 gpd per dwelling unit
** Allocation is 458 gpd per dwelling unit

' Temporary Meters will be charged the Tier 2, Zone B Quantity Charge and a Service
Charge depending on the size of the construction meter. It is reasonable to charge
Temporary Meter customers for the District’s more costly source of water (reflected in
Tier 2 rates) and for the “middle” elevation zone (Zone B) since the meters may be

installed in various zones.

3.4 RATE STRUCTURE DEVELOPMENT - RECYCLED WATER ENTERPRISE

The following section presents a detailed description of the process for developing the
water rate structure for the Recycled Water Enterprise using the same cost of service
principles as for the Novato Enterprise. The following rates are proposed to be
adopted for FY 2020/21. A complete schedule of proposed rates is provided in
Schedule 10.

3.4.1 Cost Functions - Recycled Water Enterprise

All costs for the enterprise’s FY 2020/21 Test Year are first allocated to three (3) system

functions: Customer Service, Water Distribution, and Wastewater Treatment, as
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illustrated in Figure 11. These grouped costs will eventually form the basis of the

proposed Service Charge and Quantity Charge.

Allocate osts to |

‘ 'Assngn Cost Functlons to
System Functl .

"‘Revenue G ro‘u ps

i Customer Service -
! Service Charge

’  § b o g R

fg‘i TR, Wastewater Treatment Quantity Charge

‘, i Cash Funded Capital |

Figure 12: Recycled Water Cost Functions

Operating and capital line-item expenses are assigned to a specific system function.

The following explains the percent allocations that are detailed in Schedule 9:

e Direct allocations - Most costs can be allocated directly to a functional

component.

e Indirect cost allocation - Those line-items that cannot be allocated directly are

allocated using the indirect cost allocation method (for explanation, see
Section 3.3.1). General & Administration (G&A) costs combine the Customer
Service indirect allocation (0.1%) and Recycled Water Distribution allocation
(17.0%) and puts the full 17.1% under Customer Service. This also applies to
transfers and the Changes in Fund Balance.
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3.4.2 Allocating Non-Rate Revenue - Recycled Water Enterprise

As explained in Section 3.3.1, non-rate revenue is used to offset costs that would
otherwise need to be recovered through rates. Table 17 below summarizes the
allocation of all expenses and non-rate revenues to each Recycled Water system

function, which establishes the rate revenue requirement for each function.

Table 17: Recycled Water Rate Revenue Requirement by Function

Customer  Recycled Water Water
Service Distribution Treatment
Total Expenses 514,086 $241,972 $1,904,418
Less Non-Rate f {$1,069) ($144,208) ($703,723)
Rate Revenue R $13,017 597,764 $1,200,655
1.0% 7.5% 91.6%

3.4.3 Units of Service - Recycled Water Enterprise

As explained in Section 3.3.1, the revenue requirements established for each system
function (see Table 17) are recovered through the Service Charge and Quantity
Charge, respectively. Those charges are calculated by dividing the Rate Revenue

Requirement of each system function by an appropriate metric.
Accounts - This is a count of all Recycled Water accounts.

Equivalent Meters -Table 18 shows the calculation of the total Recycled Water

equivalent meters.

Table 18: Recycled Water Enterprise Meter Equivalencies

Meter Size: 5/8" 1" 15" 2" 3" 4" 6"
Recycled Water 2 9 32 43 2 0 2
Meter Equivalency: 1.0 2.5 5.0 8.0 16.0 25.0 50.0
Equivalent Meters: 2 23 160 344 32 0 100
Total Equivalent Meters: 661
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Treated Wastewater - During the most recent billing period, the Recycled Water
Enterprise sold 192 MG.

3.4.4 Unit Costs - Recycled Water Enterprise

The revenue requirements for each system function (Table 10) are divided by the
appropriate units of service (Section 3.3.3) in order to calculate the unit costs that will

build the rate structure. These calculations are shown in Table 19.

Table 19: Calculation of Unit Costs — Recycled Water Enterprise

Distribution Treated
System Function: Customer System Wastewater
Units of Service: °0 661 192,300
Accounts Equilvalent TGALs
Meters
Revenue Requirement: $13,017 597,764 $1,200,695
Unit Costs: $144.64 $148.02 $6.24
peraccount per i Perequivalent Per TGAL
year meter per year
or or
$24.11 $24.67
peraccount per | Perequivalent
bi-month meter per bi-
month

3.4.5 Service Charges - Recycled Water Enterprise

The fixed Service Charge is made up of the account charge ($24.11 per bi-month) and
the meter charge ($24.67 per equivalent meter per bi-month). Table 20 provides a

complete schedule for all meter sizes in the Recycled Water service area.
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Table 20: Proposed Service Charges — Recycled Water Enterprise

Account Meter Bi-Monthly
Meter Size Charge Charge Service Charge
5/8" $24.11 $24.67 $48.78
1" $24.11 $61.68 $85.79
1.5" $24.11 $123.35 $147.46
2" $24.11 $197.36 $221.47
3" $24.11 $394.72 $418.83
4" $24.11 $616.75 $640.86
6" $24.11 $1,233.50 $1,257.61

3.4.6 Quantity Charge - Recycled Water Enterprise
The Quantity Charge for Recycled Water of $6.24 per TGAL is calculated in Table 19.

3.5 FIRE LINE SERVICE CHARGE

The District provides maintenance services for private fire service lines, which is a
service that is not provided to other customers. The annual maintenance costs are
$155 thousand. The Fire Line Service Charge is calculated by first charging a bi-
monthly $10 administrative charge to all 427 accounts (see Table 21), which will
generate about $25 thousand. The remaining costs of $120 thousand are recovered
through a maintenance service charge which is scaled based on the size of the service
line. This scale is based on the relative replacement cost ratio between service lines

(see column c of Table 21).
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Table 21: Fire Line Service Charge Calculation and Schedule

(a) (b) (c) (d) {e) {f)
Bi-monthly Bi-monthly  Total Proposed
Service No. of Cost Maintenance Adminstrative  Bi-Monthly

Size Accounts Ratio* Charge Charge Charge
1" 58 1 $4.24 $10.00 $14.24
2" 14 2.1 $8.78 $10.00 $18.78
4" 127 10.0 $42.40 $10.00 $52.40
6" 177 15.0 $63.60 $10.00 $73.60
8" 48 20.7 $87.83 $10.00 $97.83
10" 3 27.9 $118.11 $10.00 $128.11

427

* Source: American Water Works Association

3.6 ADOPTION OF PROPOSED RATES

This Study has calculated, and is proposing, a 5-year schedule of water rates (see
Schedule 10). That being said, the Board has the discretion to adopt as few as one (1)
year of the proposed rates or as many as all five (5) years of the proposed rates. In
addition, in the event that the Board chooses to adopt just one year of rates, the Board
may elect to adopt the second year of rates during the subsequent fiscal year
(assuming that the financial projections from the Study can be shown to have

remained reasonable as compared to actuals).

All rates are proposed to be effective as of July 1, as opposed to the current practice of

making new rates effective on June 1.
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Section4. CONCLUSION

This Study used methodologies that are aligned with industry standard practices for
rate setting as promulgated by AWWA and all applicable laws, including California’s
Proposition 218. The proposed annual adjustments to the rates will allow the District
to continue to provide reliable service to customers while meeting the state’s

mandates.

The water rates will need to be adopted in accordance with Proposition 218, which
will require a detailed notice describing the proposed charges to be mailed to each
affected property owner or customer at least 45 days prior to conducting a public

hearing to adopt the rates.
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North Marin Water District

2020 Novato and Recycled Water Rate Study Schedules
Novato Enterprise Budgeted and Projected Cash Inflows Schedule 1
FY2019/20 FY2020/21 FY2021/22 FY2022/23 FY2023/24 FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30
1 Growth in Water Accounts na 0.07% 0.07% 0.07% 0.07% 0.07% 0.07% 0.07% 0.07% 0.07% 0.07%
2 Proposed Water Rate Increase (na) 6.0% 6.0% 6.0% £.0% 5.0% 3.0% 3.0% 3.0% 2.0% 2.0%
Rate Revenue
3 Water Rate Revenue $19,734,000 $19,734,000 $20,932,000 $22,203,000 $23,551,000 $24,746,000 $26,001,000 $26,800,000 $27,623,000 $28,472,000 $29,062,000
4 Increase due to growth 14,000 15,000 16,000 17,000 18,000 19,000 19,000 20,000 21,000 21,000
5 Increase due to new rate adjustments 1,184,000 1,256,000 1,332,000 1,178,000 1,237,000 780,000 804,000 829,000 569,000 581,000
6 Total Rate Revenue $19,734,000 $20,932,000 $22,203,000 $23,551,000 $24,746,000 $26,001,000 $26,800,000 $27,623,000 $28,472,000 $29,062,000 $29,664,000

QOther Revenue:

7 Account Turn-on Charges $79,000 $79,000 $79,000 $79,000 $79,000 $79,000 $79,000 $79,000 $79,000 $79,000 $79,000
8  New Account Charges 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000
9  Returned Check Charges 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000
10 Hydrant Meter Up/Down Charge: 5,000 5,000 5,000 5,000 5,000 5,000 5,000 6,000 6,000 6,000 6,000
11 Backflow Service Charges 142,000 142,000 142,000 142,000 142,000 142,000 142,000 142,000 142,000 142,000 142,000
12 Lab Service-Outside Clients 33,000 33,000 33,000 33,000 33,000 33,000 33,000 33,000 33,000 33,000 33,000
13 Wheeling Charges - MMWD 75,000 77,000 80,000 82,000 84,000 87,000 90,000 92,000 95,000 98,000 101,000
14 Other Non-Operating Revenue 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000
16 MMWD AEEP Capital Contributic 205,000 205,000 205,000 205,000 205,000 205,000 205,000 205,000 205,000 205,000 205,000
16 Rents & Leases 83,000 83,000 83,000 83,000 83,000 83,000 83,000 83,000 83,000 83,000 83,000
17 Interest Earnings 150,000 179,000 0 179,000 187,000 216,000 227,000 242,000 257,000 270,000 278,000
18 Connection Fees 1,400,000 486,000 486,000 486,000 486,000 486,000 486,000 486,000 486,000 486,000 486,000
12 Total Other Revenue $2,230,000 $1,347,000 $1,171,000 $1,352,000 $1,372,000 $1,394,000 $1,408,000 $1,426,000 $1,444,000 $1,460,000 $1,471,000
20 TOTAL REVENUE $21,964,000 $22,279,000 $23,374,000 $24,903,000 $26,118,000 $27,395,000 $28,208,000 $29,049,000 $29,916,000 $30,522,000 $31,135,000

S



North Marin Water District

2020 Novato and Recycled Water Rate Study Schedules
Novato Enterprise Budgeted and Projected Operating & Debt Expenses {existing) Schedule 2 (1 of 3)
FY2019/20 FY2020/21 FY2021/22 FY2022/23 FY2023/24 FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30

1 Sup on & Engineering $11.000 $11,300 $11,700 $12,000 $12,800 313,100 $13,500 $13,900 $14,400 $14,800
2 Operating Expense - Source 14,000 14,400 14,900 15,300 15,800 16,200 16,700 17,200 17,700 18,300 18,800
3 MaintMonitoring of Dam 67,000 69,000 71,100 73,200 75,400 77,700 80,000 82,400 84,900 87,400 90,000
4 Maint of Lake & Intakes 20,000 20,600 21,200 21,800 22,500 23,200 23,900 24,600 25,300 28,100 26,900
5 Maint of Structures 5,000 5,200 5,300 5,500 5,600 5,800 6,000 6,100 6,300 6,500 6,700
6 Maint of Watershed 45,000 46,400 47,700 49,200 50,600 52,200 53,700 55,300 57,000 58,700 60,500
7 Water Quality Surveillance 14,000 14,400 14,500 15,300 15,800 16,200 16,700 17,200 17,700 18,300 18,800
8 Purchased Water 5,710,000 6,052,600 6,415,800 6,800,700 7,208,700 7,641,300 8,099,700 8,585,700 9,100,900 9,646,900 10,225,700
9 Sonoma County Water Agency 1,200,000 0 0 0 0 0 0 0 0 0 0
{bond opt-out payment)
10 GASB68 Adjustment 10,000 10,300 10,600 10,900 11,300 11,600 11,900 12,300 12,700 13,000 13,400

11 Operating Expense - Pumping 3,200 3,300 , 3,600
12 Maint of Structures & Grounds 32,000 33,000 33,900 35,000 36,000 37,100 38,200
13 Maint of Pumping Equipment 53,000 54,600 56,200 57,900 59,700 61,400 63,300

305,500 314,700 324,100 324100 324,100

14 Electric Power
i 9600

15 G

16 Supervision & Engineering 168,000 ! 183,200 188,700 212,300
17 Operating Expense - Operations 238,000 245,100 267.800 275,900 284,200 282,700 310,500 318,900
18 Maintenance Expense 57,000 58,700 64,200 66,100 68,100 70,100 74,400 76,600
19 Telemetry Equipment/Controls Maint 87,000 89,600 92,300 97,800 100,800 103,900 113,500 116,900
20 Leased Lines 17.000 17,500 18,000 18,100 18,700 20,300 22,200 22,800
21 i i 128.000 131,800 144,100 148,400 152,800 172,000

Engineering 143,000 147,300 151,700 160,900 165,800 170,700 175,900 181,100 186,600 192,200
23 Operating Expense - Water Treatment 322,000 331,700 341,600 351,900 362,400 373,300 384,500 395,000 407,900 420,100 432,700
24 Purffication Chemicals 475,000 489,200 503,800 519,000 534,600 534,600 534,600 534,600 534,600 534,600 534,600
25 Sludge Disposal 124,000 127,700 131,600 135,500 139,600 139,600 139,600 138,600 139,600 138,600 139,600
26 Maint of Structures & Grounds 122,000 125,700 129,400 133,300 137,300 141,400 145,700 150,000 154,500 158,200 164,000
27 Maint of Purification Equipment 181,000 196,700 202,600 208,700 215,000 221,400 228,100 234,900 242,000 248,200 256,700
28 Electric Power 156,000 160,700 165,500 170,500 175,600 175,600 175,600 175,600 175,600 175,600 175,600
28 Water Quality Programs 101,000 104,000 107,200 110,400 113,700 117,100 120,600 124,200 127,900 131,800 135,700
30 Laboratory Direct Labor 364,000 374,800 386,200 397,800 408,700 422,000 434,600 447,700 461,100 474,800 489,200
31 Lab Service-Outside Clients 46,000 47,400 48,800 50,300 51,800 51,800 51,800 51,800 51,800 51,800 51,800
32 Water Quality Supervision 75,000 77,300 79,600 82,000 84,400 86,900 89,600 92,200 95,000 97,900 100,800
33 Laboratory Supplies & Expense 80,000 82,400 84,900 87,400 $0,000 92,700 95,500 98,400 101,300 104,400 107,500
34 Customer Water Quality 66,000 68,000 70,000 72,100 74,300 76,500 78,800 81,200 83,600 86,100 88,700
35 Lab Cost Distributed (25,000) (25,700) (26,500) (27,300} (28,100) (29,000) (29,900) (30,700} (31,700} (32,600} (33,600)
36 GASB68 Adjustment (Pension) 254,000 261,600 269,500 277,600 285,900 294,500 303,300 312,400 321,800 331,400 341,400




North Marin Water District

2020 Novato and Recycled Water Rate Study Schedules

Novato Enterprise Budgeted and Projected Operating & Debt Expenses (existing) Schedule 2 (2 of 3)

FY2019/20 FY2020/21 ~FY2021/22 FY2022/23 FY2023/24 FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30

37 Supervision & Engineering 591,000 627,000 665,200 685,100 s X

38 Maps & Records 160,000 164,800 169,700 174,800 180,100 185,500 191,000 208,800 215,000
39 Operation of T&D System 68,000 70,000 72,100 74,300 76,500 78,800 81,200 88,700 91,400
40 Facilities Location 149,000 153,500 158,100 162,800 167,700 172,700 177,900 194,400 200,200
41 Safety: Construction & Engineering 60,000 61,800 63,700 65,600 67,500 69,600 71,600 78,300 80,600
42 Customer Service Expense 276,000 284,300 292,800 301,600 310,600 320,000 329,600 360,100 370,900
43 Flushing 54,000 55,600 57,300 59,000 60,800 62,600 64,500 70,500 72,600
44 Storage Facilities Expense 125,000 128,800 132,600 136,600 140,700 144,900 149,300 163,100 168,000
45 Cathodic Protection 18,000 18,500 19,100 19,700 20,300 20,900 21,500 23,500 24,200
46 Maint of Valves/Regulators 192,000 197,800 203,700 209,800 216,100 222,600 229,300 250,500 258,000
47 Maint of Mains 170,000 180,400 185,800 191,300 197,100 203,000 221,800 228,500
48 Leak Detection - Mains 12,000 12,700 13,100 13,500 13,900 14,300 15,700 16,100
49 Backfiow Prevention Program 220,000 233,400 240,400 247,600 255,000 262,700 287,100 295,700
50 Maint of Copper Services 141,000 149,600 154,100 158,700 163,500 168,400 184,000 189,500
51 Maint of PB Service Lines 481,000 510,300 525,600 541,400 557,600 574,300 627,600 646,400
52 Neint of Meters 141,000 149,600 154,100 158,700 163,500 168,400 184,000 189,500
53 Detector Check Assembly Maint 84,000 89,100 91,800 94,500 97,400 100,300 109,600 112,900
54 Maint of Hydrants 73,000 77,400 79,800 82,200 84,600 87,200 95,200 98,100
55 GASB68 Adjustment (Pension 417,000 469,300 497,900 528,200 544,100

Meter Reading 107,000 113,500 120,400 135,500 139,600

57 Collection Expense - Labor 32,000 33,000 33,900 35,000 36,000 37,100 38,200 40,500 41,800
58 Coliection Expense - Agency 3,000 3,100 3,200 3,300 3,400 3,400 3,400 3,400 3,400
59 Billing & Consumer Accounting 213,000 219,400 226,000 232,800 239,700 246,900 254,300 269,800 277,900
60 Contract Billing 18,000 18,500 19,100 19,700 20,300 20,300 20,300 20,300 20,300
61 Stationery, Supplies & Postage 55,000 56,600 58,300 60,100 61,900 63,800 65,700 69,700 71,800
62 Online Payment Processing Fees/CC Fer 60,000 61,800 63,700 65,600 67,500 69,600 71,600 76,000 78,300
63 Lock Box Service 11,000 41,300 11,700 12,000 12,400 12,800 13,100 13,900 14,400
84 Uncollectable Accounts 5,000 5,200 5,300 5,500 5,600 5,800 6,000 6,300 6,500
65 Office Equipment Expense 35,000 36,100 37,100 38,200 39,400 40,600 44,300 45,700
66 Distributed to West Marin (4.1%) (18,500) (20,300) (20,900)

(16,000} (16,500} (17,000) (17.500) {18,000)
1

GASB68 Adjustment (Pension 90,000

68 Residential 278,600

69 Commercial 20,000 20,600 21,200 21,900 22,500 23,200 23,900
70 Public Outreach/information 44,000 45,300 46,700 48,100 49,500 51,000 52,500
71 Large Landscape 28,000 28,800 29,700 30,600 31,500 32,500 33,400
72 GASB68 Adjustment (Pension) 43,000 44,300 45,600 47,000 48,400 49,800 51,300

52-2
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2020 Novato and Recycled Water Rate Study Schedules

Novato Enterprise Budgeted and Projected Operating & Debt Expenses (existing) Schedule 2 (3 of 3)

FY2019/20 FY2020/21 FY2021/22 FY2022/23 FY2023/24 FY2024/25 FY2025/26 FY2026/27 FY2027/28 FY2028/29 FY2029/30

73 Directors Fees 41,000 42,200 43,500 R 49,000 50,400 51,900 53,500 55,100
74 Legal Fees 21,000 21,600 22,300 23,600 23,600 23,600 23,600 23,600 23,600
75 Human Resources 52,000 53,600 55,200 60,300 62,100 64,000 65,900 67,800 69,900
76 Auditing Fees 21,000 21,600 22,300 24,300 25,100 25,800 26,600 27,400 28,200
77 Consuiting Services/Studies 195,000 200,900 206,800 219,500 219,500 219,500 219,500 219,500 219,500
78 General Office Salaries 1,154,000 1,188,600 1,224,300 1,261,000 1,337,800 1,377,900 1,419,300 1,461,900 1,505,700 1,550,900
79 Safety: General District Wide 57,000 58,700 60,500 62,300 66,100 68,100 70,100 72,200 74,400 76,600
80 Office Supplies 47,000 48,400 49,900 51,400 54,500 56,100 57,800 59,500 61,300 63,200
81 Employee Evenis 12,000 12,400 12,700 13,100 13,900 14,300 14,800 15,200 15,700 16,100
82 Other Administrative Expense 15,000 15,500 15,900 16,400 17,400 17,900 18,400 19,000 19,600 20,200
83 Dues & Subscriptions 95,000 97,900 100,800 103,800 110,100 113,400 116,800 120,300 124,000 127,700
84 Vehicle Expense 8,000 8,200 8,500 8,700 9,300 9,600 9,800 10,100 10,400 10,800
85 Meetings, Conferences & Training 189,000 194,700 200,500 206,500 219,100 225,700 232,400 239,400 246,600 254,000
86 Recruitment Expense 3,000 3,100 3,200 3,300 3,500 32,600 3,700 3,800 3,800 4,000
87 Gas & Electricity 39,000 40,200 41,400 42,600 43,900 43,900 43,900 43,900 43,800 43,900
88 Telephone 8,000 8,200 8,500 8,700 9,300 9,600 9,800 10,400 10,800
89 Water 2,000 2,100 2,100 2,200 2,300 2,300 2,300 2,300 2,300
90 Buildings & Grounds Maint 57,000 58,700 60,500 62,300 66,100 68,100 70,100 74,400 76,600
91 Office Equipment Expense 129,000 132,900 136,900 141,000 149,500 154,000 158,700 168,300 173,400
92 Insurance Premiums & Claims 146,000 150,400 154,900 159,500 169,300 174,300 179,600 190,500 196,200
93 Refiree Medical Benefits 172,000 177,200 182,500 187,900 199,400 205,400 211,500 224,400 231,200
94 (Gain)/Loss on Overhead Charges (120,000} (123,600) (127.300) (131,100} {135,100) (139,100) (143,300) (147,600) (156,600) (161,300)
95 G&A Applied to Other Operations (5.9%) (146,000} (150,400) (154,900) {159,500) (164,300) (169,300) (174,300) {179,600} (190,500) {196,200)
96 G&A Applied to Construction (326,000) (335,800} (345,900) (356,200) (366,900) (377,900) (389,300) (400,900) (425,400) (438,100)
97 GASBE68 Adjustment (Pension) 366,000 377,000 388,300 399,900 411,900 424,300 437,000 450,100 477,500 491,900
98 i 20,600 21,200 21,900 22,500 24,600 26,100 26,900
99 219,000 794,000 747,000 714,000 687,000 656,000 368,000 353,000 337,000 329,000 321,000
100 Affordabi 0 89,000 89,000 89,000 89,000

,904, 907, ,905,000 1,902,000 1,905,000 1,907,000 1,904,000 1,908,000 1,902,000 1,903,000 1,382,000

101

102 Total Operating Expenses

$19,474,000

$19,594,000

$20,234,000

$20,916,000

$21,641,000

$22,352,000

$22,834,000

$23,632,000

$24,461,000

$25,346,000

$25,751,000

$7-3
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2020 Novato and Recycled Water Rate Study Schedules

Novato Enterprise Capital Spending Plan Schedule 3

FY 2020 FY 2021 FY 2022 FY 2024

1 Replace 12" Cl Pipe (785LF) S. Novato . , , 30
2 Replace Plastic Thin Walled Pipe < 4-inch $150,000 $150,000 $150,000 $150,000 $150,000
3 Relocate 8" Pipe in Country Club Dr, 30 30 30 30 $30,000
4 Other Main Replacemen

5 San Mateo 24" Inlet/Outlet Pipe (2,200 $50,000

6 Loop Mariner Way to Redwood BL $0 $125,000 $0
7 Loop Los Robles Rd and Posada Del Sol $0 $125,000
8

Other Main/Pipeline Additions

9 Replace PB in Sync w/City Paving (30 Services) $70,000 $70,000 $70,000 $70,000 $70,000
10 Other PB Replacements (80 Services) $230,000 - $80,000 $80,000 $80,000 $80,000

11 Other Relocations

12 DCA Repair/Replace-FY20 (~14/r) $200,000 $60,000 $100,000 $100,000 $100,000
13 Anode Installations-FY20 (150/yr) $50,000 $10,000 $10,000 $10,000 $10,000
14 Asset Management Software Procure/Implement $163,000 $0 $0 $0 $0
15 Facilities Security Enhancements 30 $25,000 $0 $25,000 $0
16 San i i 30 $0 $0

17 Electronic Document Management System $70,000 $0 $0

18 Office/Yard Building Renovation (Note 1) $500,000 $0 $0 30 30
19 Office/Yard Building Renovation (Note 1) 30 $3,000,000 $7,000,000 $4,500,000 $0
20 Yard Roof Repairs $0 $100,000 $0 $0 $0

21 Other Yard Improvements $30,000

22 Dam Concrete Repair (Apron) $50,000 30 $50,000 30 $50,000
23 Leveroni Creek Embankment Repair $191,000 30 $0 $0 $0
24 Concrete Apron Overlay $0 30 30 $100,000 $0
25 Other Treatment Plant Improvements $114,000 $50,000 $50,000 $50,000 $50,000
26 Efficiency Improvements $100,000 $100,000 $0 $0 $0
27 STP Generator $400,000 $0 0

28 1974) $0 $0 $0 $0 $65,000
29 New Half Moon Tank Property Site Acquisition $0 30 $0 $0 $200,000
30 Old Ranch Rd Tank No. 2 (100k gal) $150,000 $481,000 $0 $0 $0

31 Hydropneumatic Tank Repairs $30,000 $30,000 $30,000 $0 $0
32 Cherry Hill #2 Recoat (0.2 MG) $400,000 30 $0 $0 $0
33 Garner Tank Recoat (0.1 MG) $0 $0 $270,000 30 $0
34 Lynwood Recoat/Seismic Upgrade (0.85MG & 0.5MG) $0 $0 $0 $700,000 $700,000
35 Lynwood P.S. Motor Control Center $320,000 30 $0 30 $0
36 Crest PS (Design/Const) /Reloc School Rd PS $635,000 30 $0 $0 $0
37 Davies PS Upgrade 30 $0 $115,000 30 30
38 Fire Flow Backfeed Valve Nunes Tank $0 $0 $100,000 $0 $0
39 TOTAL: $4,527,000 $5,598,000 $9,260,000 $6,590,000 $2,675,000
40 TOTAL ADJUSTED FOR INFLATION: $4,527,000 $5,766,000 $9,824,000 $7,201,000 $3,011,000

55-1



North Marin Water District

2020 Novato and Recycled Water Rate Study Schedules

Novato Enterprise Cash Flow Proforma Schedule 4
Actual Budget Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast
FY 2019 FY 2020 FY 2021 FY2022 FY2023 FY2024 FY2025 FY2026 FY2027 FY2028 FY2029 FY2030

'Rate Revenue

2 Water Rate Revenue $19,073,190 $19,734,000 $19,734,000 $20,932,000  $22,203,000 $23551,000 $24.746,000 $26,001,000 $26,800,000 $27,623,000 $28472,000  $29,062000
3 _ Change due to growth & use $14,000 $15,000 $16,000 $17,000 $18,000 $19,000 $18,000 $20.000 $21,000 $21,000
4 Increase due to rate adjustments $1,184,000 $1,256,000 $1,332,000  $1,178,000 _ $1,237,000 $780,000 $804,000 $829,000 $569,000 $581,000
Non-Rate Revenues
5 ___Wholesale Rate Revenue $97,866 375,000 $77,000 $80,000 $82,000 $84.000 $87,000 $90,000 392,000 $95,000 $98,000 $101,000
6 __ Other Charges $233,483 $234,000 $234,000 $234,000 $234,000 $234,000 $234,000 $234,000 $235,000 $235,000 $235,000 $235,000
7 __ Interest Earnings $238,474 $150,000 $179,000 $0 $179,000 $197,000 $216,000 $227.000 $242,000 $257,000 $270,000 $278,000
8 __Connection Fees $1,484,380  $1,400,000 $486,000 $486,000 $486,000 $486,000 $486,000 $486,000 $486,000 $486,000 $486,000 $486,000
S __ Operating Revenue $118.819 $116,000 $116,000 $116,000 $116,000 $116,000 $116,000 $116,000 _  $116,000 $118,000 $116,000 $116,000
10 _ Grants $20,191 30 30 30 $0 80 $0 $0 $0 $0 $0 30
11 ___Misc. Revenue $126,306 $50.000 $50,000 $50,000 $50,000 $50,000 $50,000 $50,000 $50,000 $50,000 $50,000 $50,000
12 MMWD AEEP Contributions $245,000 $205,000 $205,000 $205,000 $205,000 $205,000 $205,000 $205,000 $205,000 $205,000 $205,000 $205,000
13 Total Revenue $21,637,808 $21,964,000 $22,279,000 $23,374,000  $24,903,000 $26,118,000  $27,395,000 $28,208,000 $29,049,000 $29,916,000 $30,522,000 $31,135,000

$5.167,405  $7.086,000 6,244,000 36613000 $7T.004000  §7.418.000  57.857.000  $8,322,000 8,814,000 _ $9,336000 39,890,000 _$10,476,000

15 Pumping $380,149 $384.000 $396,000 $407,000 $420,000 $432.000 $435,000 $430.000  $442.000  $446.000  $449,000 $453,000
16 Qther Operations §711,175 $685,000 $706,000 $727,000 $749,000 $771,000 $794,000 $818,000  $842,000  $868,000  $894,000 $821.000
17 ‘Water Treatment $1.045058  $2,494 000 55560000 $2.646,000  $2725000  $2.807,000 _ $2864,000 $2923,000 _ $2984000 $3046000 _ $3111.000 83,177,000
18 Transmission & Distibution §3142.281  $3,432,000 $3535000 . $3,641,000  $3750000 _ $3.863,000 83979000 _ $4098,000 54221000 $4348000 _ $4478000 _ $4612000
19 Consumer Accounting $485.7 $613,000 $631,000 $650,000 $670,000 $690,000 $710,000 §731,000 . $752,000  $774000 _ $796,000 $819,000
20 Water Conservation $341,784 $390,000 $402,000 $414,000 $426,000 $439,000 $452 000 $466000 __ $480,000  $494000  $509,000 $524,000
21 General Administration §2867.067 52257000 $2325000 _ $2,394,000  $2466,000  $2540000  $2,608.000 _ $2677.000 _ $2749,000 82823000 32899000 _ $2977.000
22 Total Operating Expenses 515,060,810 $17,351,000 _ $16,808,000 _ $17,492,000 _ $18,210,000 $18,960,000 $19,699,000 $20,474,000 $21,284,000 $22,135,000 $23,026,000  $23,959,000

Capital Costs -
23 Total Capital Spending $3536,373 94,527,000 $5,766,000 0,824,000 $7.201,000  $3,011,000  $4,452,000  $4585,000  §4,723000 $4,864,000  $5,010,000 _ $5,161,000
24 Bond Funded Capital $0 $0 $3,090,000 $7.426,000  $4,917,000 $0 $0 50 $0 $0 $0 $0
25 SRF Funded Capital $0 $0 $0 $0 50 $0 50 $0 $0 $0 $0 50
26 Existing Debt Service $1863.038  51.004.000 $1.607,000 $1605.000 . $1.802.000  $1.905.000  $1.607,000 51,004,000 _ $1,906,000 $1,902,000 _$1,803000 __ $1,382,000
27 Cash Funded Capital Projects $2,367.648  $4,527,000 $1,673,200 S1678.600  $1598800  $2.107,700 _ $3.116,400  $3209,500 _ $3,306,100 _$3,404,800 _ $3.507.000 _ $3,612,700
28 New Debt Senvice 0 $0 $1,129,000 $1129.000  $1.125,000 _ $1.129.000 __ $1.129,000 1,126,000 _ $1,129,000 _$1,120,000 _$1,129.000  $1,129,000
29 Total Capital Expenses $4,250,686  $6,431,000 $4,909,200 $4.712,600  $4,629,800  $5141,700 86,152,400 $6,242,500  $6,341,100  $6,435,800 _ $6,539,000  $6,123,700

Transfers

Transfer Ot to Recycled Water ($1,239,907)  $219,000 $794,000 $747,000 $714,000 $687,000 $656,000 $368,000  $353,000  $337,000  $329,000 $321,000

Funding for Affordability Program 30 $0 $86,000 $89,000 589,000 $89,000 $89,000 $89,000 $89,000 $89,000 $89,000 $89,000
30 Total Revenue Requirement $18,061,589 $24,001,000  $22,507,200  $23,040,600 $23,642,800 $24,877,700 $26,506,400 $27,173,500 $28,067,100 $28,996,800 $29,983,000  $30,492,700
31 Beginning Year Balance 10,605,000 §14181,000  $12.144,000  $11,826,000  $12,159,000  $13.419,000 _$14,659,000 $15,458,000 $16,493,000 "$17,475,000 $18,394,000  $18,933,000
32 ‘Surplus/(Shortfall) $3576,219 (32,037,000 ($318,200) $333,400  $1,260,200  $1,240,300 $798,600  $1,034,500 $981.000  $919.200 __ $539,000 $642,300
22 End of Year Balance §14181,219  $12,144000  $11,825800  $12,150.400 _$13419,200 $14,659,300 §15457,600  $16,492500 $17474,900 $18,394,200 $18,933,000 _ §19,575,300
34 WMinimum Reserves (by policy) ST2005.667 §12.000.667 . $12.002.867 . 512,002,667  $12.470.000  $12.720.000 _$12966333 913224667 $13494,667 $13778333 814075333 _ $14.386333
35 Available Cash 52,178,553 $141.333 ($176.,867) $156,733 $540200  $1.030300 . $2,491267  $3267,833  $3,080,233  $4,615867 _ 54,857,667 __ $5,188957
36 Infra-district Loan Balance BT E56400) [86.040.100)  (56.348.100)  (86,608.100)  ($6.837,100) _($7,038,100) _ (87,208,100) _ ($7,090,100) _($6,957.100) ($6.808.,100)_(86,651,100) _ ($6:486,100)
37 Debt Coverage Ratio _ 3.50 _2.31 _ 1.51 _166 _ 1.94 210 2.29 240 241 2.43 2.33 __2.69

Sh
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North Marin Water District

Schedules

2020 Novato and Recycled Water Rate Study

Recycled Water Enterprise Budgeted and Projected Cash Inflows

Schedule 5

FY 2020 FY 2021 FY 2022 FY2023 FY2024 FY2025 FY2026 FY2027 FY2028 FY 2029 FY 2030
Growth in Accounts na 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Proposed Water Rate Increase (na) 6.0% 6.0% 6.0% 5.0% 5.0% 3.0% 3.0% 3.0% 2.0% 2.0%
Rate Revenue
Rate Revenue $1,237,000 $1,237,000 $1,311,000 $1,390,000 $1,473,000 $1,547,000 $1,624,000 $1,673,000 $1,723,000 $1,775,000 $1,811,000
Increase due to growth 0 0 0 0 0 0 0 0 0 0
Increase due to new rate adjustments 74,000 79,000 83,000 74,000 77,000 49,000 50,000 52,000 36,000 36,000
Total Rate Revenue $1,237,000 $1,311,000 $1,390,000 $1,473,000 $1,547,000 $1,624,000 $1,673,000 $1,723,000 $1,775,000 $1,811,000 $1,847,000
Other Revenue:
Debt Service Repayments $45,000 $6,000 $13,000 $13,000 $13,000 $13,000 $13,000 $13,000 $13,000 $13,000 $13,000
Account Turn-on Charges 1,083,000 49,000 49,000 49,000 49,000 49,000 49,000 49,000 49,000 49,000 49,000
Total Other Revenue $1,138,000 $55,000 $62,000 $62,000 $62,000 $62,000 $62,000 $62,000 $62,000 $62,000 $62,000
TOTAL REVENUE $2,375,000 $1,366,000 $1,452,000 $1,535,000 $1,609,000 $1,686,000 $1,735,000 $1,785,000 $1,837,000 $1,873,000 $1,909,000



North Marin Water District
2020 Novato and Recycled Water Rate Study Schedules

Recycled Water Enterprise Budgeted and Projected Operating & Debt Expenses (existing) Schedule 6

FY 2020 FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 FY 2027 FY 2028

FY 2029 FY 2030

00

1 Purchased Water - . $242,500 $250,100 $257,600 $265,400 $273,400 $281,700 $280,200 $288,800 $307,800

2 Purchased Water - LGVSD 63,000 67,000 69,000 71,000 73,100

3

4  Maint of Pumping Equipment

5 .

6 2

7 Supervision & Engineering , 16,700 17,200

8 Operating Expense - Operations 14,200 14,600 15,000 15,400 15,800 16,300 16,700 17,200
Potable Water Consumed 11,000 11,100 11,100 11,100 11,100 11,100 11,100 11,100 11,100
Maintenance Expense 10,000 10,700 10,900 11,100 11,400 11,600 11,900 12,200 12,500

32,900 33,600

Telemetry ent/Co

Purification Chemicals
Maint of Purification Equipment 15,000
Electric Power 2,000
Laboratory Direct Labor

Lab Expense Distributed from Novato

Supervision & Engineering 26,000

Maps & Records 1,000 0 0 0 0 0 0 0 0 0 0
Operation of T&D System 1,000 1,000 1,100 1,100 1,200 1,200 1,200 1,300 1,300 1,300
Facilities Location 1,000 1,000 . 1,100 1,100 1,200 1,200 1,200 1,300 1,300 1,300
Cathodic Protection 1,000 1,000 1,100 1,100 1,200 1,200 1,200 1,300 1,300 1,300
Customer Service Expense 7,000 7.200 7,400 7,600 8,100 8,300 8,500 8,800 9,000 8,300
Storage Facilities Expense 11,000 11,300 11,700 12,000 12,800 13,100 13,500 13,900 14,400 14,800
Maint of Valves/Regulators 6,000 6,100 6,200 6,400 8,700 8,800 7,000 7,100 7,300 7,500
Backflow Prevention Program 6,000 6,200 6,400 6,600 7,000 7,200 7,400 7,600 7,800 8,100
Maint of Meters 1,000 1,000 1,000 1,100 1,100 1,200 1,200 1,200 1,200

Maint of Mains 1,100
30 Distributed from Novato (0.2%)

31 Distributed from Novato (2.4%)
32 WRA Grant P Admini i 23,800

33
34

Transfer out to Novato Sanitary ,00C 304,000 328,000 381,000 392,000 404,000 410,000 415,000
Transfer out to Las Gallinas 100,000 112,000 121,000 151,000 154,000

35 Existing Debt Service 1,163,000 1,163,000 1,163,000 1,163,000 1,163,000 1,163,000 890,000 890,000 890,000 830,00

36 Total Operating Expenses $1,992,000 $2,058,000 $2,092,000 $2,140,000  $2,182,000 $2,227,000 $1,984,000  $2,015,000 $2,047,000 $2,071,000  $2,096,000
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North Marin Water District
2020 Novato and Recycled Water Rate Study

SCHEDULE 8 - ALLOCATION OF COSTS TO SYSTEM FUNCTIONS - NOVATO (1 of 3)

Schedules

Customer
Budget Line items Service

SOURCE OF SUPPLY.

Test Year Budget

Distribution

Percent Allocation to System Functions
Water imported Water
Water Treatment Conservation Raw Water

Pressure

PUMRING

10 {Operating Expense - Pumping

11 [Maint of Structures & Grounds $32,960
12 {Maint of Pumping Equipment $54,590
13 {Electric Power $296,640
14 |GASBSS Adjustment (Pension) $8,240

OPERATIONS

15 |Supervision & Engineering

16 |Operating Expense - Operations $245,140
17 {Maintenance Expense $58,710
18 |Telemetry Equipment/Controls Maint $89,610
19 {Leased Lines $17,510
20 {GASBS8 Adjustment {Pension)}

21 {Supervision & Engineering

22 {Operating Expense - Water Treatment $331,660
23 |Purification Chemicals $485,250
24 |Sludge Disposal $127,720
25 |Maint of Structures & Grounds $125,660
26 {Maint of Purification Equipment $156,730
27 |Electric Power $160,680
28 | Water Quality Programs $104,030
29 {Laboratory Direct Labor $374,920
30 {Lab Service-Outside Clients $47,380
31 |Water Quality Supervision $77,250
32 |Laboratory Supplies & Expense $82,400
33 |Customer Water Quality $67,980
34 {Lab Cost Distributed {$25,750)
35 |GASB6S Adjustment {Pension} $261,620

1 {Supervision & Engineering

2 {Operating Expense - Source $14,420
3 |Maint/Monitoring of Dam $69,010
4 IMaint of Lake & Intakes $20,600
5 |Maint of Structures $5,150
6 |Maint of Watershed $46,350
7 |Water Quality Surveillance $14,420
8 {Purchased Water $6,052,600
9 |GASB68 Adjustment

$11,330

$10,300

$3,050

$162,740

$131,840

$147,290

39.6%

56.7%
56.7%

100.0%
56.7%

39.6%

24.2%
39.6% 24.2%
38.6% 24.2%
39.6% 24.2%
39.6% 24.2%

24.2%

39.7%
39.7%
91.6%
91.6%
91.6%
91.6%
91.6%

38.7%

14.8%
14.8%
14.8%
14.8%
14.8%
14.8%

100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%

3.6%
3.6%
8.4%
8.4%
8.4%
8.4%
8.4%

3.6%

Customer

System Service

100.0%
100.0%
100.0%
100.0%
100.0%

21.3%
21.3%
21.3%
21.3%
21.3%
21.3%

Water
Distribution

Cost Allocation to System Functions
Imported Water
Water Treatment

Conservation Raw Water

Pressure
System

$52,190

$8,176

$6,052,600

$64,421

$39,462

$57,040 $59,443
$23,241 $14,236
$35,473 $21,729
$6,931 $4,246

$6,424

$5,840

531,963

$4,494
$5,719
$63,210
$18,869
$4,717
$42,455
$13,208

$4,085

524,116
$36,326
$8,700
$13,279
$2,585
$19,537
$147,290
$331,660
$489,250
$127,720
$125,660
$196,730
$160,680
$104,030
$374,920
$47,380
$77,250
$82,400
$67,980
($25,750)
$261,620

$525
5,800
$1,731
$433
$3,895
$1,212

$375

$412

$3,050
$32,960
$54,590
$296,640
$8,240

$34,740
$52,320
$12,533
$19,129
$3,738
$28,144
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North Marin Water District
2020 Novato and Recycled Water Rate Study Schedules

SCHEDULE 8 - ALLOCATION OF COSTS TO SYSTEM FUNCTIONS - NOVATO (2 of 3)

Percent Allocation to System Functions Cost Allocation to System Functions
Customer Water Imported Water Pressure Customer Water Imported Water Pressure
Budget Line items Test Year Budget  Service  Distribution ~ Water Treatment Conservation Raw Water  System Service Distribution Water Treatment Conservation Raw Water Systern
TRANSMISSION 8 DISTRIBUTION Lo : i : L s L e
36 |Supervision & Engineering $508,730 25.0% 75.0% $152,183 $456,548
37 |Maps & Records $164,800 100.0% $164,800
38 |Operation of T&D System $70,040 100.0% $70,040
39 {Facilities Location $153,470 100.0% $153,470
40 |Safety: Construction & Engineering $61,800 100.0% $61,800
41 {Customer Service Expense $284,280 100.0% $284,280
42 {Flushing §55,620 100.0% $55,620
43 |Storage Facilities Expense $128,750 100.0% $128,750
44 |Cathodic Protection $18,540 100.0% $18,540
45 {Maint of Valves/Regulators $197,760 100.0% $197,760
46 |Maint of Mains $175,100 100.0% $175,100
47 |Leak Detection - Mains $12,360 100.0% $12,360
48 |Backflow Prevention Program $226,600 100.0% $226,600
49 |Maint of Copper Services $145,230 100.0% $145,230
50 {Maint of PB Service Lines $495,430 100.0% $495,430
51 {Maint of Meters $145,230 100.0% $145,230
52 |Detector Check Assembly Maint $86,520 100.0% $86,520
53 |Maint of Hydrants $75,130 100.0% $75,190
54 |GASB68 Adjustment {Pension} $429,510 25.0% 75.0% i $107,378 $322,133
‘CONSUMER ACCOUNTING : g Y S 3 S : ; : = . Sy
55 iMeter Reading $110,210 100.0% $110,210
56 |Collection Expense - Labor $32,960 100.0% $32,960
57 |Collection Expense - Agency $3,090 100.0% $3,090
58 |Billing & Consumer Accounting $219,330 100.0% $215,390
59 |Contract Billing $18,540 100.0% $18,540
60 |Stationery, Supplies & Postage $56,650 100.0% 456,650
61 |Online Payment Processing Fees/CC Fees $51,800 100.0% $61,800
62 |Lock Box Service $11,330 100.0% $11,330
63 |Uncollectable Accounts $5,150 100.0% $5,150
64 | Office Equipment Expense 336,050 100.0% $36,050
65 |Distributed to West Marin {4.1%) {$15,480)! 100.0% {$16,480)
66 |GASB68 Adjustment {Pension) $52,700 100.0% $92,700
WATER CONSERVATION L g - : ; : S 2 vy S =
67 |Residential $262,650 100.0% $262,650
68 |Commercial $20,600 100.0% $20,600
63 |Public Outreach/information $45,320 100.0% $45,320
70 {Large Landscape $28,840 100.0% $28,240
71 |GASB68 Adjustment {Pension)} $44,290 100.0% $44,290
Total Operating Costs 31,638,730 . $2,806,916 56,244,127 "$2,830,129 3401,700 514,383 $546,135
11.3% 19.4% 43.1% 19.5% 2.8% 0.1% 3.8%
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North Marin Water District
2020 Novato and Recycled Water Rate Study

SCHEDULE 8 - ALLOCATION OF COSTS TO SYSTEM FUNCTIONS - NOVATO (3 of 3)

Schedules

Percent Allocation to System Functions Cost Allocation to System Functions
Customer Water Imparted Water Pressure Customer Water imparted Water Pressure

Budget Line Items Test Year Budget  Service  Distribution ~ Water Treatment Conservation Raw Water  System Service Distribution Water Treatment Conservation Raw Water System

GENERAL AND ADMINISTRATIVE ce " o ' g o e e il
72 |Directors Fees 542,230 30.7% 43.1% 19.5% 2.8% 0.1% 3.8% $12,964 518,208 $8,253 $1,171 $42 $1,593
73 iLegal Fees $21,630 30.7% 43.1% 19.5% 2.8% 0.1% 3.8% $6,640 $9,326 $4,227 $600 $21 $816
74 {Human Resources 553,560 30.7% 43.1% 19.5% 2.8% 0.1% 3.8% $16,442 $23,093 $10,467 51,486 553 $2,020
75 |Auditing Fees $21,530 30.7% 43.1% 19.5% 2.8% 0.1% 3.8% $6,640 59,326 $4,227 $600 $21 $816
76 |Consulting Services/Studies $200,850 30.7% 43.1% 19.5% 2.8% 0.1% 3.8% 561,656 586,599 $39,251 85,571 $199 57,574
77 |General Office Salaries $1,188,520 30.7% 43.1% 18.5% 2.8% 0.1% 3.8% $364,876 $512,487 $232,283 $32,970 $1,181 $44,824
78 |Safety: General District Wide $58,710 30.7% 43.1% 19.5% 2.8% 0.1% 3.8% $18,023 $25,314 $11,473 51,628 558 $2,214
79 |Office Supplies $48,410 30.7% 43.1% 19.5% 2.8% 0.1% 3.8% $14,861 $20,873 $9,460 $1,343 548 $1,826
80 |Employee Events $12,360 30.7% 43.1% 19.5% 2.8% 0.1% 3.8% 53,794 85,329 $2,415 $343 512 $466
81 {Other Administrative Expense $15,450 30.7% 43.1% 19.5% 2.8% 0.1% 3.8% 54,743 56,661 $3,019 $429 815 $583
82 | Dues & Subscriptions $97,850 30.7% 43.1% 19.5% 2.8% 0.1% 3.8% $30,037 542,189 $19,122 $2,714 $97 $3,690
83 |{Vehicle Expense $8,240 30.7% 43.1% 19.5% 2.8% 0.1% 3.8% §2,528 $3,553 51,610 $229 $8 $311
84 |Meetings, Conferences & Training $194,670 30.7% 43.1% 19.5% 2.8% 0.1% 3.8% $58,759 583,934 $38,043 $5,400 $193 $7,341
85 {Recruitment Expense $3,090 30.7% 43.1% 19.5% 2.8% 0.1% 3.8% $949 $1,332 $604 586 $3 $117
86 {Gas & Electricity $40,170 30.7% 43.1% 19.5% 2.8% 0.1% 3.8% $12,331 $17,320 57,850 $1,114 540 $1,515
87 |Telephone $8,240 30.7% 43.1% 19.5% 2.8% 0.1% 3.8% 52,529 $3,553 $1,610 $229 $8 $311
88 |Water $2,060 30.7% 43.1% 19.5% 2.8% 0.1% 3.8% 5632 5888 $403 $57 52 $78
89 |Buildings & Grounds Maint $58,710 30.7% 43.1% 18.5% 2.8% 0.1% 3.8% 518,022 $25,313 $11,473 51,628 $58 §2,214
90 |Office Equipment Expense $132,870 30.7% 43.1% 19.5% 2.8% 0.1% 3.8% $40,788 $57,288 $25,966 $3,686 $132 $5,011
91 {insurance Premiums & Claims $150,380 30.7% 43.1% 19.5% 2.8% 0.1% 3.8% 546,163 $64,838 $29,388 $4,171 $149 85,671
92 |Retiree Medical Benefits $177,160 30.7% 43.1% 19.5% 2.8% 0.1% 3.8% $54,384 $76,384 $34,621 $4,914 $176 56,681
93 |{Gain}/Loss on Overhead Charges (5123,600)] 30.7% 43.1% 19.5% 2.8% 0.1% 3.8% ($37,942) ($53,292) ($24,154) ($3,428) ($123) (34,661}
94 |G&A Applied 1o Other Operations {5.9%) ($150,380}}  30.7% 43.1% 19.5% 2.8% 0.1% 3.8% ($46,163) ($64,838) (29,388} (4,171} ($149) ($5,671)
95 | G&A Applied to Construction ($335,780)]  30.7% 43.1% 19.5% 2.8% 0.1% 3.8% ($103,076) ($144,775) ($65,619) ($9,314) ($333) ($12,663)
96 {GASB6S Adjustment {Pension} $376,980 30.7% 43.1% 15.5% 2.8% 0.1% 3.8% $115,723 $162,539 $73,670 $10,457 $374 $14,216

NON-OPERATING CATEGORIES Gl L Lo . i . : G g
97 |Other Non-Operating Expense $20,600 30.7% 43.1% 19.5% 2.8% 0.1% 3.8% 85,324 58,882 $4,026 $571 520 $777
98 |Funding for Affordability Program $86,000 30.7% 43.1% 18.5% 2.8% 0.1% 3.8% 526,400 $37,080 516,806 52,385 585 $3,243
99 |Debt Service $3,036,000 37.9% 23.1% 5.7% 33.3% $1,149,553 $702,505 $171,942 51,012,000
100|Capital Spending $1,873,200 39.6% 24.2% 14.8% 21.3% $741,515 $454,227 $277,583 $399,875
101|Change in Fund Balance & Transfers $475,800 30.7% 43.1% 19.5% 2.8% 0.1% 3.8% $146,059 $205,146 $92,982 513,198 5473 517,943
102|Non-Rate Revenue {51,347,000) 11.3% 18.4% 43.1% 19.5% 2.8% 0.1% 3.8% ($152,420)  {5261,07S)  {$580,774)  {$263,234) ($37,363) {$1,338) {$50,797)
103 Totals: $20,930,830 $2,372,395  $3,287,356  $8,511,684  $4,111,071 $444,402 $187,854  $2,016,066
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North Marin Water District

2020 Novato and Recycled Water Rate Study

Schedules

SCHEDULE 9 - ALLOCATION OF COSTS TO SYSTEM FUNCTIONS - RECYCLED WATER

Percent Allocation to System Functions

Cost Allocation to System Functions

Recycled Recycled
Test Year Customer Water Wastewater |Customer Water Wastewater
Budget Expense Budget Service Distribution Treatment Service Distribution Treatment

Purchased Water - NSD

Purchased Water - LGVSD
Pumping -
Maint of Pumping Equipment
Electric Power
Operations . :

Supervision & Engineering
Operating Expense - Operations
Potable Water Consumed
Maintenance Expense

Jany

N

IS

w e N o u

Water Treatment .

10| Purification Chemicals

11| Maint of Purification Equipment
121 Electric Power

13| Laboratory Direct Labor

Transmission & Distribution

17| Operation of T&D System

18] Facilities Location

19| Cathodic Protection

20| Customer Service Expense

21| Storage Facilities Expense

22| Maint of Valves/Regulators

23| Backflow Prevention Program

24| Maint of Meters
Maint of Mains

Consumer Accounting.

27 Trasfer Out
General & Administrative
28| Distributed from Novato (2.4%)

29} NBWRA Grant Program Administratio

Non-Operating Categories

Lab Expense Distributed from Novato

26! Distributed from Novato (0.2%)

Te!emety Equiment/ControIs Main »

$235,000
$65,000

$3,090

$13,371
$13,371
$11,078
$10,173
$27,468

$4,069
$15,260
$2,014
$6,171
$3,052

$1,030
$1,030
$1,030
$7,200
$11,330
$6,104
$6,180
$1,017
$1,17

$369,000

$55,954
$20,347

$3,090

$1,030

100.0%

17.1%

17.1%

100.0%

100.0%

100.0%
100.0%
100.0%
100.0%

100.0%

100.0%
100.0%

100.0%

100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%

100.0%

100.0% |
100.0%

$235,000
$65,000

$13,371
$11,078
$10,173
$27,468

100.0%

$15,260
100.0%
$6,171

$1,030
$1,030
$1,030
$7,200
$11,330
$6,104
$6,180
$1,017

$1,030

82.9%
82.9%

$9,575
$3,482

$13,371

$3,052

$1,01

$4,069

$2,014

$36, 000

$46,379
» $16,865

$1,163,000

30| Debt Service $1,163,000 100.0%

31| Capital Spending $103,000 100.0% $103,000

32| Change in Fund Balance S0 17.1% 82.9% S0 S0

33| Non-Rate Revenue ($849,000) 0.1% 17.0% 82.9% ($1,069) ($144,208) ($703,723)
Total:  $1,311,476 $13,017 $97,764 $1,200,695



North Marin Water District
2020 Novato and Recycled Water Rate Study

Schedules

Schedule 10 — Proposed Rates Schedules for FY 2020/21 through FY

2023/24

Proposed Rates beginning July 1, 2020

Service Charges

Potable Water Recycled Water

Meter Bi-Monthly Bi-Monthly Fire Line
Size Service Charge  Service Charge  Service Charge
5/8" $41.46 $48.78 (na)

1" $74.06 $85.79 $14.24
1.5" $128.38 $147.46 (na)
2" $193.57 $221.47 $18.78
3" $367.41 $418.83 (na)
4" $562.98 $640.86 $52.40
6" $1,106.23 $1,257.61 $73.60
8" $1,432.18 (na) $97.83
10" (na) (na) $128.11

Proposed Rates beginning July 1, 2021

Service Charges

Potable Water ~Recycled Water

Meter Bi-Monthly Bi-Monthly Fire Line
Size Service Charge  Service Charge  Service Charge
5/8" $43,95 $51.71 (na)

1" $78.50 $90.93 $15.09
1.5" $136.08 $156.31 (na)
2" $205.18 $234.76 $19.91
3" $389.45 $443,96 (na)
4" $596.76 $679.31 $55.54
6" $1,172.60 $1,333.07 $78.02
8" $1,518.11 (na) $103.70
10" (na) (na) $135.80

Quantity Charges (per TGAL)

Residential Quantity Charges

Tier1* $5.50
Tier 2** $6.23
Tier3 $7.67
Winter (Oct. to June) $5.50
Summer (Jul. to Sept.) $7.67
Raw Water $2.93
Temporary Meter $6.99
Zone B $0.76
Zone C $2.10

* Allocation is 262 gpd per dwelling unit
** Allocation is 458 gpd per dwelling unit

Quantity Charges (per TGAL)

Residential Quantity Charges

Tier 1* $5.83
Tier 2** $6.60
Tier3 $8.13
Winter {Oct. to June) $5.83
Summer {Jul. to Sept.) $8.13
Raw Water $3.11
Temporary Meter 57.41
Zone B $0.81
Zone C $2.23

* Allocation is 262 gpd per dwelling unit
** Allocation is 458 gpd per dwelling unit
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North Marin Water District
2020 Novato and Recycled Water Rate Study Schedules

Proposed Rates beginning July 1, 2022

Service Charges Quantity Charges (per TGAL)

Potable Water  Recycled Water Residential Quantity Charges

Meter Bi-Monthly Bi-Monthly Fire Line Tier 1* $6.18
Size Service Charge  Service Charge  Service Charge Tier 2%* $7.00
5/8" $46.59 $54.81 (na) Tier3 $8.62

r $83.21 $96.39 §16.00
1.5" $144.24 $165.69 (na) Winter (Oct. to June) $6.18
2" $217.49 $248.85 $21.10 Summer (Jul. to Sept.) $8.62
3 $412.82 $470.60 (ne)
4" $632.57 $720.07 $58.87 Raw Water $3.30
6" $1,242.96 $1,413.05 $82.70 Temporary Meter $7.86
8" §1,609.20 (na) $109.92
10" (na) (na) $143.95 Zone B $0.86

Zone C $2.36
* Allocation is 262 gpd per dwelling unit
** Allocation is 458 gpd per dwelling unit

Proposed Rates beginning July 1, 2023

Service Charges Quantity Charges (per TGAL)
Potable Water = Recycled Water

Bi-Monthly Bi-Monthly Fire Line Tier 1* $6.49

Service Charge Service Charge - Service Charge §7.35

5/8" $48.92 $57.55 {na) $9.05

1" $87.37 $101.21 $16.80 Commercial Quantity Charges

1.5" $151.45 $173.97 (na) Winter (Oct. to June) $6.49

2" $228.36 $261.29 $22.16 Summer (Jul. to Sept.) $9.05
3 $433.46 $494.13 (na)

4" $664.20 $756.07 $61.81 Raw Water $3.47

6" $1,305.11 $1,483.70 $86.84 Temporary Meter $8.25
g $1,689.66 (na) 5115.42

10" (na) (na) $151.15 Zone B $0.90

Zone C $2.48
* Allocation is 262 gpd per dwelling unit
** Allocation is 458 gpd per dwelling unit
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North Marin Water District

2020 Novato and Recycled Water Rate Study

Schedules

Proposed Rates beginning July 1, 2024

Service Charges

Potable Water - Recycled Water
Meter Bi-Monthly Bi-Monthly Fire Line
Size Service Charge -~ Service Charge . Service Charge
5/8" $51.37 $60.43 (na)
1" $91.74 $106.27 $17.64
1.5" $159.02 $182.67 (na)
2" $239.78 $274.35 $23.27
3" $455.13 $518.84 (na)
4" $697.41 $793.87 $64.90
6" $1,370.37 $1,557.89 $91.18
8" $1,774.14 (na) $121.19
10" (na) (na) $158.71

Quantity Charges (per TGAL)

Residential Quantity Charges

Tier 1* $6.81
Tier 2** $7.72
Tier3 $9.50
Winter (Oct. to June) $6.81
Summer (Jul. to Sept.) $9.50
Raw Water $3.64
Temporary Meter $8.67
Zone B $0.95
Zone C $2.60

* Allocation is 262 gpd per dwelling unit
** Allocation is 458 gpd per dweiling unit







. Rate studies overview & scope

. Review financial plans

« Novato Enterprise (potable)
« Recycled Water Enterprise

. Rate design & structure

. Project schedule




The Rate Setting Process

Compares the revenues of the ufility to its

Revenue Requirements expenses fo determine the overall level of rate
adjustment

Equitably allocates costs by customer classes
. (business, low water user, high water user, etc.) in
Cost-of-Service proportion to the costs each class of customers

places on the system to meet their needs

Design rates for each class of service to meet
Rate Design the revenue needs of the utility, along with any
other rate design goals and objectives




Rate Study Framework

1. Look for opportunity to improve the existing rate structure
while retaining the same basic structure

v Make it simpler, easier fo understand, and in line with industry
stfandards

2. Treat potable water and recycled wafter as separate
enterprises

v Finances are already separated

v Keeping the funds separate promotes transparency in rate setting

3. Ensure equity among all ratepayers and conformance to the
“cost of service” requirements of Proposition 218

v All utilities change over time and require cost of service updates



Novato Potable Water Financial Plan



Novato Enterprise Reserves

Cash Reserves
Fiscal year beginning July 1, 2019

Cash S0
Self-insured Workers' Compensation Fund $507,000
Retiree Medical Benefits Fund $4,124,000
Maintenance Accrual Fund $2,500,000
Operating Reserve Fund $2,332,000
Liability Contingency Reserve $1,142,000

Total Unrestricted: $10,605,000

Restricted: $1,628,000

Total Reserves: $12,233,000

Long-term Receivable from Recycled Water: $7,659,000

* No longer funded since District is no longer self-insured












Capital Spending

PROJECT TYPE 5-Year Forecast
Various pipeline replacement projects $6,796,000
Pipe leak and rust detection $650,000
Asset management software $163,000
Administration Building $15,240,000
Stafford Treatment Plant $140,000
Tank construction and rehabillitation $3,822,000
Pump Station rehabillitation $955,000
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Capital Spending

Administrative Building

« Reaching end of useful life

«  Non-ADA compliant

« Need new laboratory facilities

« Taking advantage of historically low interest rates

Repair & Replacement

« Pro-actively addressing system deficiencies rather than deferring maintenance
«  Some pipelines are up to 70 years old

«  Funding projects with cash in order to all for continuous re-investment

Fire Flow Improvements
Increase resilience during fire events
Upsize existing water mains

« |ncrease size of storage tanks

11



Reserves

The following are established District reserve policies. In addition to protecting the District against
unforeseen circumstances, these policies also conftribute towards the District’s credit rafing.

These reserves should always *plan* to be fully funded:
Minimum Reserves: Operating Reserve ($5.6 million)

$12.0 million Other Post Employment Benefit (OPEB) Liability Reserve ($4.4 million)
— Liability Contingency Reserve ($2.0 million)
Target Reserves: ) This reserve is designed to occasionally be drawn down:
$16.0 million j Maintenance Accrual Fund ($4.0 million)

12









Rate increase drivers:

Operating costs
»  Operating costs have increased by an average of 6.3% per year over the past 4 years

«  Going forward we assume most costs will escalate at 3% but water purchase costs (30% of the
operating budget) will increase by 6%.

Increased capital spending and facility re-investment

«  The average pay-go expenditure over the past 4 years was $1.9 million

» The average pay-go expenditure over the next 5 years is forecasted to ramp up to $3.9 million
«  Debt service will increase by $1.13 million in 2021

Unless changes are made:

Expenses will continue to rise above revenues

Debt coverage ratio will fall below mandated levels

Cashreserves will fall below safe levels

District will be unable to fund needed facility upgrades and replacements

Quality water service could be impacted 15



Recycled Water Enterprise Financial Plan
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Recycled Water Reserves

CashReserves
Fiscal year beginning July 1, 2019

Cash $230,000
Operating Reserve Fund S$174,000
Total Unrestricted: S404,000

Restricted $2,416,000
Capital Replacement & Expansion Fund $1,867,000
Total Reserves: $4,687,000
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Recycled Water Reserves

In addition to protecting the District against unforeseen circumstances, strong reserve policies also
contribute towards the District’s credit rating.

Operating Reserve (established District reserve policy)
« Reserve in the event of unexpected changes to cash flow or operating costs
« Current target: 4 months (approximately $175 thousand)

Capital Reserve Fund (proposed District reserve policy)

« Supports voldtility of capital spending and provides emergency funds in the event of
asset failure.

+ Proposed target: equal to current annual depreciation expense ($474 thousand)

21






Cost of Service Study and Rate
Structure Redesign
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Existing Rates

a Water Usage "Quantity” Rate:
v' 3 Tiers for Residenfial

« Allocation increases with dwelling units

Raw water rate
Recycled Water rate
Elevation Surcharge
Drought Surcharge*

SSANENENEN

1 Fixed Service Charge by Meter size

d Other Charges
v" Fire Service
v AMI Opt-Out*
v Backflow*

Seasonal rates for Commercial (Non-Residential)

* Not part of the current study
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Elevation Zone Charge

Proposed Approdch: Use the known cost relationship to pump a different elevations fo
allocate current pumping costs (which includes operating costs, G&A, debt & capital)

Elevation Average Current  Proposed
Range Elevation WaterUsage Cost per Charge  Surcharge
(ft) (ft) (TGAL) TGAL (per TGAL) (per TGAL)
Zone A: 0-60 40 1,067,197 $0.33 (na) (na)
Zone B: 60-200 132 1,078,367 $1.09 $0.73 $0.76
Zone C: 200+ 294 205,599 $2.43 $2.01 $2.10

Total: 2,351,164

Total Pumping Costs:  $2,016,066
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Proposed Meter Equivalency Schedule

Current rate structure uses a hybrid of a "meter cost ratio” and a *hydraulic capacity ratio.”

The proposed meter equivalency schedule uses only the hydraulic capacity ratio (which is the

industry standard) and results in a “steeper” ratio.

Fiscal impact: more fixed costs will be allocated to larger meters

Proposed Existing
Meter Size Rafing  Equivalency Equivalency |
(gpm) Schedule Schedule

5/8" 20 1.00 1.00 0%

3/4" 30 1.50 1.14 32%
1" 50 2.50 2.00 25%

11/2" 100 5.00 2.44 105%
2" 160 8.00 3.80 110%
3 320 16.00 7.53 112%
4" 500 25.00 12.09 107%
6" 1,000 50.00 25.30 98%
8" 1,300 65.00 37.72 72%

Source: Table V1.2-5 AWWA meter Standards, AWWA M1 Manual, 6th Ed.
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Fixed vs. Variable Revenue

Fixed Revenue

Variable Revenue

Current  Proposed Current Proposed
Novato $4,657,000 $5,686,000 $14,845,000  $15,093,000
24% 27% 76% 73%
Raw SO SO $157,000 $188,000
0% 0% 100% 100%
Recycled Water $65,000 $91,000 $1,146,000 $1,200,000
5% 7% 95% 93%
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Proposed
Rates
(Year 1)

Tier Allocation (gal/day)

Cumrent:

Tier1: 0 to 650
Tier2: 65010 1845
Tier3:  Above 1845

Proposed:

Tier1:  0to 262
Tier2: 26210720
Tier3:  Above 720

QUANTITY CHARGE
per TGAL
Commercial Zone A

Commercial Zone B
Commercial Zone C

Residential Zone A
Residential Zone B
Residential Zone C

Recycled Water
Raw Water
Temporary Meter
Potable Water
5/8"
1" Fire*
1"
15"
o
3
4"
&
8"

Recycled Water

5/8"
1
1.5"
o
3
5"

PROPOSED

Winter Summer
S5.44 $7.67
$6.20 $8.43
$7.54 $9.77

Tierl Tier2

S5.44 $6.23
$6.20 $6.99
$7.54 $8.33

$6.25
$2.93
$6.99

PROPOSED

$41.39
$41.39
$73.90
$128.07
$193.08
$366.44
$561.47
$1,103.22
$1,428.27

PROPOSED

$47.42
$61.88
$123.75
$198.00
$396.00
$1,237.50

CURRENT CHANGE
Winter Winter
$5.97 -$0.53  -9%
$6.62 -$0.42 -6%
$8.05 -$0.51  -6%
Tierl Tierl
$5.42 $0.02 0%
$6.07 $0.13 2%
$7.50 $0.04 1%
$5.97 $0.28 5%
$2.46 S0.47 19%
$8.88 -$1.89  -21%
CURRENT CHANGE
$34.15 $7.24 21.2%
$38.80 $2.59 6.7%
$68.30 $5.60 8.2%
$83.30 S44.77 53.7%
$129.90 $63.18 48.6%
$257.20 $109.24 42.5%
$413.00 $148.47 35.9%
$864.00 $239.22 27.7%
$1,288.00 $140.27 10.9%
CURRENT CHANGE
$34.15 $13.27 38.9%
$68.30 -$6.43 -9.4%
$83.30 $40.45 48.6%
$129.90 $68.10 52.4%
$257.20 $138.80 54.0%
$864.00 $373.50 43.2%

* Upsized due to fire requirements




Bill Impacts - Residential

A “typical” single family

Meter Bimonthg(\;\ll\al-t)er Usage ] Bi-Monthly Bill ; - home will experience a
Size urrent Propose ange . .
Low 8.0 $77.51 $85.46 10.3% 5415 Increase 1.0 fhelr
5/8" Median 14.0 $110.03 $11846  7.7%  56% of all accounts monthly bill.
High 50.0 $340.57 $449.21 31.9%
Sin g|e Low 8.0 $82.16 $85.46  4.0%
1" Fire Median 14.0 $114.68 $118.46 3.3% 14% of all accounts
Fami Iy High 50.0 $345.22 $449.21  30.1%
Low 20.0 $176.70 $187.18 5.9%
1" Median 34.0 $252.58 $274.40 8.6% 1% of all accounts
High 50.0 $374.72 5481.81 28.6%
Average Water
Usage
Meter Size (TGAL) Current Proposed Change
4 Units 1" 353 $259.63 $268.05 3.2%
Multi- 8Units 1" 61.1 $399.46  $409.95  2.6%
Famlly 16 Units 1.5" 148.3 $887.09 $943.72  6.4%
19% of all
accounts 62 Units 2" 265.4 $1,568.37 $1,652.78  5.4%
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Bill Impacts - Commercial

Meter Average Water Summer Month Winter Month Annual Total Percent of
Size Usage (TGAL) Current Proposed Change | Current Proposed Change Current Proposed  Change Accounts
5/8" 9.9 $102.66 $117.68  14.6% $67.39  $67.73  0.5% $914.52 $962.64  5.3% 2.7%

1" 216 $206.83 $239.40  15.7% $162.46 $160.64 -1.1% $2,082.64 $2,163.98  3.9% 1.8%
15" 52.8 $422.42 §533.22  26.2% $290.47 S$318.93 9.8% $3,881.48  $4,470.02  15.2% 1.2%
2" 86.3 $683.95 $855.01  25.0% §552.79 $582.68  5.4% §7,026.95 $7,809.11  11.1% 0.8%
3" 279.6 $2,052.18  $2,510.91 22.4% 15$1,488.54 $1,500.84 0.8% $19,553.39 $21,040.28  7.6% 0.1%
4" 510.3 $3,688.99 $4,475.30 21.3% $2,463.15 $2,450.22 -0.5% $33,235.34 $35,477.90 6.7% 0.03%
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Fire Connections

Fire service charges are for commercial connections with fire sprinklers.

The charges are calculated based on the District’s costs for maintaining the fire service lines.
o Costsin FY2019: $155 thousand

« 427 service lines

Service No. of Cost Maintenance Adminstrative Total Proposed Current
Size Accounts  Ratio* Charge Charge Charge Charge

1 58 1 $4.24 $10.00 $14.24 $17.08

2 14 2.1 $8.78 $10.00 $18.78 $17.08

4 127 10.0 $42.40 $10.00 $52.40 $31.57

6 177 15.0 $63.60 $10.00 $73.60 $61.60

8 48 20.7 $87.83 $10.00 $97.83 $94.20

10 3 27.9 $118.11 $10.00 $128.11 $123.17

427

35



Project Schedule

2 T

. COS & rate design workshop No. 2 (Board Ad-Hoc Committee)

COS & rate design workshop No. 3 (Board Ad-Hoc Committee)

Special Board Meeting Rate Study workshop (Board & Pubilic)

Special Board Meeting Rate Study workshop (Board & Public, if needed)
Regular Board meeting - Final rate study report presentation

Public hearing to enact new water rates

January 14, 2020
January 21, 2020
February 11, 2020
February 25, 2020
March 3, 2020
June 16, 2020
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