CITY OF FORT BRAGG
WATER AND WASTEWATER RATE ANALYSIS

FINAL REPORT

JULY 15, 2008

CITY GOVERMMENT _

v"

Pt ]

S

&4 MuniFinancial

Corporate Office Office Locations

27368 Via Industria Anaheim, CA Orlando, FL
Suite 110 Lancaster, CA Sacramento, CA
Temecula, CA 92590 Oakland, CA Seattle, WA

Tel: (951) 587-3500
Tel: (800) 755-MUNI (6864)
Fax: (951)587-3510

WwWwWw.muni.com

ATTACHMENT 1



TABLE OF CONTENTS

Table OF ComtbeTits s s s il taafeararsrassasssnsammsmsnenssascyons i
EXeCULiVe: SUTTIIIOIT U covvsossssssimovisssssmsisssssssmsiisssss-mimsss s s s s 1
Water Rate ASSUMPHIONS.....c.c.vviiiiiiiiieieerinieesee st ese et ess et ee s eeneas 1
Water Rate FINAINES ...occoooiiiiiiiiiiiiit et s 2
Water-Rate Recommendations. . ssessomssmsmmss s s il 2
Wastewater Rate ASSUMPLIONS .....ccuiiiiiiiiiiiieeiee e 3
Wastewater Rate FINAINGS .........ccccooiiiiiniiniiinnir e eese e s 3
Wastewater Rale Becommendations. .o 4
Suggested FInancial POIICIES. ......coveueveuieieeeciecie et 4
Chart E1: Projections Using Current Water RALes ...........ccccvevveveeeeieeeeeiieeeeenn, 6
Table E1: Proposed Water Rate Schedule............ccoovovaviivieiciiiiiiiiiiieieeeeeeeeveann, 7
Chart E2: Projections Using Proposed Water Rates .............ccoceovvvivveceeeeveeeennenn. 8
Chart E3: Projections Using Current Wastewater Rates ..........cocoecueceeeeeneeeennnn.. 9
Table E2: Proposed Wastewater Rate Schedule...................cccocvvevevviiiiieeeecncnnnn. 10
Chart E4: Projections Using Proposed Wastewater Rates ............cccooeeevvennnnn. 11
Introduction - Water & Wastewater Study..........ceeeivinereinnrecescssesessons 12
Current Rates .. OSSO U DRSSPI I
Table I: Current Water Rates ................................................................................... 13
Ciitrent and Projecled Customers . «omwmssmmssmivmsmmmsmssmsmmmms s g 13
Table 2: Current and Projected Number of Equivalent Meters ............ccooeeenune..., 14
Table 3: Projected Annual Water Consumption (HCF) .........c.cccoeecviivviveeiseannn, 15
Annual Revenue ReqUIremMents.......iieninoiineesesssssssssssresssssssssss 16
Approaches to Determining Revenue Requirements................c..ccoevveviveeeeecciinneenee. 16

Currentiand Future.Revenue Reguiremems o mmammissspmsassmssidin. b
Historical Revenues and EXPEnses ........ccoooiiviieieiiieeceeeeeeeceeeeeeee e 17

Table 4: Historic Financial RESUILS ................cccoooivvemieieeeee e 18
Biiture Revenue Requirements. e mmsimsssunssrmimvassssomgsgs s s e s ity 18
Table 5: Capital Improvement Projects...............cccoueenmvecnoniesconiinieeenaeeesennn, 20
WaterRevenue Requiretents.c.vwus s i i 21
Table 6: Revenue Requirements Fiscal Years 2008/09 to 2012/13 .............c.c........ 22
Table 7: Revenue Requirements Fiscal Years 2013/14 to 2017/18 ............o.......... 23
Allocation Of WAtEr COSTS:...,umususisssusinsssiss s s 24
Cost of Service Analysis.................. FRRPIR—G- |
Table 8: Functionalization of Water Utzllty Revenue Reqmrements ........................ 26
Table e Allopaiive o Reguiired Baveniticor e s vy 27
Development of Water RALES........eeesscnreseseeissseassesssssssssssssssssssssssesninns 28
Table 10: Projected Number of Equivalent Meters ...........oocececeiiiiiiiciecneearsnenn., 29
Table 11: Projected Water Usage (in HCF) .............cocoveeoeeeeeseeecos oo 30
Table 12: Calculation of Water RALES ...........cocvveeereeeeeeeeecieieieeeieeeeees e, 31

Current-Rales cuemmmnrsrmmmmmes s s oo e oo 3



Table 13: Current WasteWater RALES.................cocoeeeeeevoveeeeeeeeeeeeeeeeeeeeseeeeeeessssees.
Current and Projected CUSTOIMIETS ........coovvivieieiceeeeeceeeeeeee oo,
Table 14: Current and Projected Number of Customer Accounts..........cooovvunn.....
Table 15: Current and Estimated DiSCRAYZe. .............cccooooveveevereeeeeeeeeeeeeeoon

Annual Revenue ReqUITEMENLS.......coreeecereeeecsersesenssssessssssssessssssssasmssssnsssss

Approaches to Determining Revenue Requirements.............c.ooccveveeveereeeeeennnn.,
Current and Future Revenue Requirements..............ocoocooeeooooiooieoo oo
Historical Revenues and EXPENSes .........c.ocoiivivioveeoieeeeeeeeeeeeeeeeeeo oo,
Table 16: Historic Financial ReSUILS ...............c.cueeeeiueceeeeeosisseeeveeeeeeseseeeeee,
LA U 0T G R —————————————————
Table 17: Capital IMprovement PrOJects............coovuvovoreeeeeeeeeeeeeeeeseeereseeeseee
Wastewater Revenue ReqUIrements .............ooeueuiuieiiioceceereeeoeeeeee oo
Table 18: Revenue Requirements Fiscal Years 2008/09 to 2012/13 w.o.ocoveeen .
Table 19: Revenue Requirements Fiscal Years 2013/14 to 2017/18 .......coovvvvee.......

Allocation of WaStewWater COSLS.....iccnieereresssssssssssssssassomssssssssmssssssens

Cost 0f SErvice ANALYSIS.......ccoiirieiiiririce et
Classification of Expenses to Cost COMPONENLS .........c.coovvvvvvveveeereeeereeereereoso
Table 20: Functionalization of Wastewater Utility Revenue Requirements...........
Table 21: Loading and Unit Rate Caloulations .....................ccoooveroeeeeeeenererernn..
Development of Wastewater RALES..........coieiieriiiiisiiinensessssesssessasseseesssessesmsssens
Calculation of Proposed Wastewater Rates ................ooveooeceucueeereieeeeeeeie
Table 25 Projected DiSCHAVEe ..........c.ccoveviviiiiiiooeoeeeeeeeeeeeeeeeeeeeeeeeeeeee,
Table 26: Projected CUSIOMET ACCOUNES .............c..oooveeeeeeeereeeeoeeeeeeeeeeeees e,
Table 27: Calculation of WasteWater RALES ................ccccocvvevouveereeeeeeeeeeeeeeoo,

Conclusion.... A 5 R H S T R S L ST VB e me e n bt nemmmnnan

il



EXECUTIVE SUMMARY

This study of water and wastewater rates was conducted for the City of Fort Bragg to
determine revenue requirements, costs of services, appropriate, fair and equitable rates
and rate structures, and to maintain the water and wastewater utilities on a financially
sound and stable basis over the next ten fiscal years. The study was conducted using
historical and projected data on operating and non-operating expenses, debt service, and
capital expenditures.

The City retained MuniFinancial to prepare a water and wastewater rate analysis that will
include new water and wastewater rate schedules that meet current and near-term
projected system revenue requirements. For purposes of determining annual revenue
requirements as a basis to set future water and wastewater rates, we used a projection
period of ten years, spanning fiscal years 2008/2009 through 2017/2018 (the study
petiod).

Water Rate Assumptions

This section presents the assumptions used in the water rate analysis.

1. The adopted budget for fiscal year ending June 30, 2008 was used as the base
year.

2. Capital projects are operations-related and will be funded on a “pay-as-you-go”
basis as well as by a proposed Infrastructure Bank Loan at 3.6% interest with a 30
year term. The approximate loan amount is $2,190,000.

3. Construction costs were escalated annually by a factor of 4.04%, based on the
average annual percentage change between 2003 and 2007 in the Engineering
News Record Construction Cost Index.

4. Desired Operating Reserve Fund Balances are set at 90 days of O&M expenses
(25%).

5. The beginning operating fund balance for fiscal year 2008/2009 is estimated at
$358,577.

6. The annual customer growth rate for the system as a whole is assumed to be one-
half percent (0.5%) throughout the study period.

7. An inflation factor of three percent (3%) was used to project future operating
expenses.

8. The Water utility is currently paying debt service on a $2,267,363 Department of
Water Resources Loan as well a §4,295,000 bond issue for the Water Enterprise
2003 Certificates of Participation.

MuniFinancial Fort Bragg Water and Wastewater Rate Analysis i



Water Rate Findings

This section presents the findings of the water rate analysis.

1L,

4.

The water utility’s current financial condition is not viable since revenues have
not kept up with rising costs, such as facility repair and maintenance, labor, and
materials.

Due to increasing expenses, the current revenues are insufficient to finance the
utility’s operations and repairs.

Existing rates will not adequately fund system replacement and major capital
project needs.

Existing rates will not adequately fund recommended reserve fund balances.

Water Rate Recommendations
Based on the findings of this water rate analysis, we recommend that the City adopt the
following items:

1.

The proposed water rate structure (see Table E1 on page 7). The rate structure
adequately provides for ongoing costs and debt service and allows for funding of
reserves for unscheduled expenses (see Chart E2 on page 8).

A policy of targeting an operating fund balance of 90 days of annual operations
and maintenance expenses to cnsure that funds are available for emergency
purposes and to mitigate future rate shocks,

A policy of setting aside funds annually in a CIP reserve account to provide for
future system repairs and replacement.

MuniFinancial Fort Bragg Water and Wastewater Rate Analysis 2



Wastewater Rate Assumptions

This section presents the assumptions used in the wastewater rate analysis.

12

The adopted budget for fiscal year ending June 30, 2008 was used as the base
year.

Capital projects are operations-related and will be funded on a “pay-as-you-go”
basis as well as by two proposed bond issues.

Construction costs were escalated annually by a factor of 4.04%, based on the
average annual percentage change between 2003 and 2007 in the Engineeting
News Record Construction Cost Index.

Desired Operating Reserve Fund Balances are set at 90 days of O&M expenses
(25%).

The beginning operating fund balance for fiscal year 2008/2009 is estimated at
(8262,359).

The annual customer growth rate for the system as a whole is assumed to be one-
half percent (0.5%) throughout the study period.

An inflation factor of three percent (3%) was used to project future operating
and personnel expenses.

The Wastewater utility is currently paying debt service on a $525,000 bond
issuance as well as on interfund loans from Water O&M and the RDA Project
Fund.

Wastewater Rate Findings

This section presents the findings of the wastewater rate analysis.

1.

The wastewater utility’s current financial condition is not viable since revenues
have not kept up with rising costs, such as facility repair and maintenance, labor,
and materials.

Due to increasing expenses, the current revenues are insufficient to finance the
utility’s operations and repairs.

Existing rates will not adequately fund system replacement and major capital
project needs.

Existing rates will not adequately fund recommended reserve fund balances.

MuniFinancial Fort Bragg Water and Wastewater Rate Analysis 3



Wastewater Rate Recommendations

Based on the findings of this wastewater rate analysis, we recommend that the City adopt
the following itetns:

1. The proposed wastewater rate structure (see Table E2 on page 10). The rate
structure adequately provides for ongoing costs and debt service and allows for
funding of reserves for unscheduled expenses (see Chart E4 on page 11).

2. A policy of rargeting an operating fund balance of 90 days of annual operations
and maintenance expenses to ensure that funds are available for emergency
purposes and to mitigate future rate shocks.

3. A policy of setting aside funds annually in a CIP reserve account to provide for
future system repairs and replacement.

Suggested Financial Policies

As part of our recommendations, we suggest the City consider and review potential
implementation of the following financial policies related to the management and
planning of the water and wastewater utilities. The objectives of setting financial policies
would be to 1) guide City Council and management policy decisions that have significant
fiscal impact; 2) set forth operating principles that minimize the cost of utility operations
and financial risk; 3) maintain appropriate financial capacity for present and future needs;
and, 4) promote sound financial management by providing accurate and timely
information on each utility’s financial condition. Listed below are the suggested policy
Items:

1. Utility rates shall be reviewed annually and adjusted, if necessary, to reflect
operational and capital cost increases, maintain bond covenant instructions and
minimize future potential for large rate increases.

b

Utility rate studies shall be conducted on a regular basis, e.g, every five years, to
ensure the financial viability of each utility and to ensure cost of service
principles are met.

3. Rates should be consistent with Proposition 218 property-related fee cost of
service principles and established using generally accepted rate setting
methodologies including a revenue requirements analysis, cost of service analysis
and rate design analysis.

4. Fund balances in each utility enterprise fund shall be maintained at levels
established through rate studies to meet operational, capital and contingency
needs. At the time of this rate study, the policies for reserve level funding are as
follows:

+ Operating Reserve Balance equal to ninety (90) days of annual operating
expenditures.

MuniFinancial Fort Bragg Water and Wastewater Rate Analysis 4



Replacement Reserve Balance should be based on the annual depreciation
expense of each utility’s infrastructure. The City should annually monitor
the financial status of each Utility to determine if an accrual of a Repair
and Replacement Reserve is possible.

Excess fund balances shall be used to off-set future rate increases, fund approved capital
projects, and/or meet unexpected ot emergency cost demands of each utility.

MuniFinancial

Fort Bragg Water and Wastewater Rate Analysis 5
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Table E1: Proposed Water Rate Schedule

Monthly Meter Charge '
Meter Size FY 2008/2009 FY 2009/2010 FY 2010/2011 FY 2011/2012 FY 2012/2013
3/4" % 1997 § 2197 % 2264 § 2355 % 2449
1" 27.96 30.48 31.70 32.97 34.28
112" 35.85 39.19 40.76 42.39 44.08
2" 57.92 63.14 65.66 68.29 71.02
3" 219.71 239.48 249.06 259.02 269.38
4" 279.63 304.79 316.98 329.66 342.85
6" 419.44 45719 475.48 494 .49 514.27
Consumption Rates per HCF (Hundred Cubic Feet)®
Charge per HCF § 365 § 398 § 414 § 430 % 4.48
Monthly Meter Charge '
Meter Size FY 2013/2014 FY 2014/2015 FY 2015/2016 FY 2016/2017 FY 2017/2018
34" $ 2547 % 2649 % 2755 § 28685 % 29.79
e b 35.66 37.08 38.57 40.11 41.71
11/2" 45.84 47 .68 49.58 51.57 53.63
2" 73.86 76.81 79.89 83.08 86.41
3" 280.16 291.36 303.02 315.14 327.74
4" 356.56 370.83 385.66 401.09 417.13
6" 534.85 556.24 578.49 601.63 625.69
Consumption Rates per HCF (Hundred Cubic Feet‘[2
Charge per HCF  § 466 $ 484 § 504 § 524 § 5.45
Billing Notes:
' The Meter Charge will be billed monthly.
> The Consumption Charge will be billed monthly. The rates are per hundred cubic feet of water usage.
Source: City of Fort Bragg; MuniFinancial.
MuniFinancial Fort Bragg Water and Wastewater Rate Analysis 7
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Table E2: Proposed Wastewater Rate Schedule

Monthiy Base Charge'

FY 2008/2009 FY 2009/2010 FY 2010/2011 FY 2011/2012 FEY 2012/2013
Charge Per Unit 5 1450 § 1740 § 2001 % 2202 § 22.90

Discharge Rates per HCF {Hundred Cubic Feet) =

Customer Class EY 2008/2009 FY 2009/2010 FY 2010/2011 FY 2011/2012 FY 2012/2013
Residential
Single Family Residential * $ 413 % 496 § 570 § 627 § 6.53
Mobile Home 4.13 4.96 5.70 6.27 6.53
Commercial
Multi Commercial 6.01 7.21 8.29 9.12 9.49
Very Low Strength 3.30 3.95 4,55 5.00 5.20
Low Strength 3.53 423 4.87 5.35 5.57
Medium Low Sirength 3.92 4,70 5.41 5.95 6.18
Domestic Strength 4.13 4.96 5.70 6.27 6.53
Medium Strength 5.18 6.22 7.15 7.86 8.18
High Strength 8.79 10.55 12.13 13.34 13.87

Monthly Base Charge !

FY 2013/2014 FY 2014/2015 FEY 2015/2016 FY 2016/2017 FY 2017/2018
Charge Per Unit 5 2381 § 2476 § 2576 $§ 2679 % 27.86

Discharge Rates per HCF (Hundred Cubic Feet) 2

Customer Class

Residential
Single Family Residential 3 6.79 § 7.06 § 734 § 763 § 7.94
Mobile Home 6.79 7.06 7.34 7.63 7.94
Commercial
Multi Commercial 9.86 10.26 10.67 11.10 11.54
Very Low Strenglh 541 5.63 5.85 6.09 6.33
Low Strength 5.79 6.02 6.26 6.51 6.77
Medium Low Strength 6.43 6.69 6.96 7.24 7.52
Domeslic Strength 6.79 7.06 7.34 7.63 7.94
Medium Sirengih 8.51 8.85 9.20 9.57 9.95
High Strength 14.43 15.01 15.61 16.23 16.88
Billing Notes:

' The Base Charge will be billed monthly. Each account will be charged per dwelling and/or commercial unit, For
example, a duplex would be charged a base charge of $28.00 per month ($14.50 X 2 Units). A commercial building with
six units would be charged $87.00 per month (14.50 X 6 Units). The number of unils per account is based on Lhe City of
Forl Bragg's records.

? The Discharge Rate will be billed monthly and will be based on monthly water consumption for all but Single Family
Residential (see foolnote 3).

4 Single Family Residential (including Mobile Homes) discharge rates will be calculated by multiplying the estimaled sewer
discharge for each account by the applicable Single Family Residential rate. The eslimaled sewer discharge will be
calculated annually for each account by delermining the average monthly waler usage from November though February.
For new accounts, the eslimaled sewer discharge will be based on the average monthly water consumplion for the prior
year for all single family residential accounts. This average will be ulilized for new accounts until water usage from
November to February is eslablished. For Single Family Residential a minimum billing amount of 2 HCF (Hundred Cubic
Feel) will apply.

MuniFinancial Fort Bragg Water and Wastewater Rate Analysis 10
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INTRODUCTION — WATER & WASTEWATER STUDY

This report documents the results of the water and wastewater rate studies conducted
for the City of Fort Bragg by MuniFinancial. The primary purpose of this study is to
develop rate structures that will adequately fund the annual operations and capital needs
of each utility.

These rate studies incorporate utility revenues, operating expenses, debt service, and
capital expenditures data provided by the City. The objective of each rate study is to
develop rate schedules for the both utilities during the ten-year study period. The
projected rate schedules are designed to produce revenues for both utlities to pay
administrative, operations, maintenance, capital improvement, and debt service
expenditures, in addition to maintaining fund balances at reasonable levels and for the
water utility within guidelines endorsed by the American Water Works Association
(AWWA).

The results of the rate study are derived from projected financial analyses of both
utilities based upon the budgeted revenues and expenses of fiscal year ending June 30,
2008 (the base year). A ten-year projection of operating results to determine future
revenue requirements was developed for the both utilities for the fiscal years ending June
30, 2009 through 2018 (the study period).

MuniFinancial Fort Bragg Water and Wastewater Rate Analysis i2



Current Rates
The City’s current water rate structure is as listed below:

Table 1: Current Water Rates
INOR METER  MINIMUM CHARGE

DESCRIPTION OUT OF SIZEIN BI-MONTHLY PER 100

CITY INCHES SERVICE FEE CUBIC FEET
METERED SERVICE IN 075 § 3013 § 3.15
METERED SERVICE IN 1.00 % 5032 % 3.15
METERED SERVICE IN 1.50 % 100.33 § 3.15
METERED SERVICE IN 200 % 160.59 § 3.16
METERED SERVICE IN 3.00 % 301.30 §$ 3.15
METERED SERVICE IN 400 $ 502.27 % 3.15
METERED SERVICE IN 6.00 § 1,004.23 § 3.15
METERED SERVICE ouT 075 % 60.26 $ 6.30
METERED SERVICE ouT 1.00 § 10064 $ 6.30
METERED SERVICE ouT 150 % 20066 $ 6.30
METERED SERVICE ouT 200 % 321.18 § 6.30
METERED SERVICE ouT 3.00 % 60260 3 6.30
METERED SERVICE ouT 4.00 $ 1,00054 $ 6.30
METERED SERVICE ouT 6.00 $ 200846 % 6.30
SCHOOL FIELD (100%) IN 2.00 $ 160.59 % 3.15
SCHOOL FIELD (50%) IN 200 % 80.30 3 1.58
WATER HAUL (CHARGE PER 1,000 GALLONS) $ 60.26

Source: City of Fort Bragg

Current and Projected Customers

Table 2 shows the current number of water customer accounts by meter size as well as
the total number of meter equivalents based on the equivalent meter factors illustrated in
the table. Equivalent meter factors represent the burden each user group places upon the
water utility as measured by an equivalent meter index. This index should reflect the level
of service to each customer group based on their potential commodity demand (the
index used in the study was obtained from the AWWA Manual M1 meter equivalents
table). Table 3 depicts the projected water consumption for each fiscal year in the study
period.

MuniFinancial Fort Bragg Water and Wastewater Rate Analysis 13
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ANNUAL REVENUE REQUIREMENTS

As in most cities, the City of Fort Bragg water utility is operated on an enterprise basis
with expenses and revenues accounted for separately from the City’s general and other
funds. The City’s water enterprise fund must receive sufficient total revenue to ensure
proper operation and maintenance of the department as well as preserve the financial
integrity of the utility and the fund. Adequacy of water revenues can be measured by
comparing the water system’s revenue requirements to be met to the water rates it
charges to its customers.

Approaches to Determining Revenue Requirements

In order to develop adequate revenues from a system of water rates, the annual revenue
requirements of the water utility must be determined. There are two commonly accepted
bases for determining annual revenue requirements in order to develop a financially
sound water rate structure. These approaches are the “cash needs” approach and the
“utility” approach. Both approaches are endorsed by the AWWA.

The “cash needs” basis is typically used by municipally-owned water utilities when
establishing rates for their customers. Under this approach, the basic revenue-
requirement components include:

+ Operating and maintenance (O&M) expenses

* Debt service costs (principal and interest on water utility-related debt
Instruments)

+ Capital expenditures funded directly from current revenues or accruals
on a pay-as-you-go basis

¢ Other elements such as interdepartmental expenses (cost allocation),
in-lieu taxes, and interest earnings (considered as a credit to the
expenses)

The “utility” basis for determining annual revenue requirements is typically used by
regulated investor-owned utilities and regulated municipal utlides. Items normally
included in annual revenue requirements based on this approach include:

+ Operating and maintenance (O&M) expenses
+ In-lieu taxes

+ Depreciation expense

*  Fair rate of return on the rate base

To determine the revenue requirements for the City’s water utility we have used the
“cash” basis.
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Current and Future Revenue Requirements

The annual revenue requirements are derived from maintenance and operations costs,
debt service expenses, and projected capital expense items. Interest earnings, fines and
forfeitures, and other miscellaneous income may offset some of these expenses, but the
majority of the costs should be recovered via customer rates and charges.

The City prepares an annual budget for the water system that itemizes all the
expenditures for each fiscal year. These expenses include personnel costs, maintenance
and operations, equipment repair and replacement, and Capital Improvement Program
(CIP) costs. For the study we also established three new reserves and added line items
within the budget analysis to account for the collection of funds in these reserve
accounts. The three reserve funds are as follows:

1. A Repair & Replacement Reserve - to account for repair and replacement
of system components due to wear and tear. The reserve amount is
determined based on the depreciation of the Water system. In order to
minimize rate increases, accrual does not begin until FY 2012/2013.

2. A CIP Reserve - to set aside funds for the replacement of major systems
in the City’s facilities.

3. An Operating Reserve - to ensure that funds are available for emergency
purposes and to mitigate rate shocks.

The Water system activities included in our analysis were gathered from the City’s
adopted budgets for fiscal year 06/07 and fiscal year 07/08 as well as from information
provided by the City.

Historical Revenues and Expenses

Base year income and expense data for the Water system were estimated for fiscal yeat
2008/2009 by using the Water system budgets for fiscal years 2003/04 through 2007/08
as well as using a mid year update provided by the City for FY 2006/07 and FY 2007 /08.
The historic financial results of the Water system are shown in Table 4.
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Table 4: Historic Financial Results

2003/04 Actual  2004/05 Actual  2005/06 Actual 2006/07 Actual 2007/08 Projected

REVENUES
Charges for Services
Waler Sales - In City $ 1,408,671 § 1,334,065 $ 1,393,228 § 1,487,141 § 1,633,625
Waler Sales - Outside City 147,871 153,717 131,204 126,471 135,000
Utility Penalties 17,940 20,771 21,179 23,586 24,000
Permit Inspection Fee 250 700 500 400 100
Turn Off Fee 3,440 7.190 7.800 8,680 7,000
Maintenance Reimbursementl - - 1,697 1,493 =
Total Charges for Services 1,578,172 1,516,443 1,555,608 1,647,771 1,799,725
Use of Money and Property
Invesiment Interest Eamed 12,937 14,534 87,892 80,000 50,000
C.0.P. Investment Interest o 6,122 382 = . =
Total Use of Money and Property 19,059 14,916 87,892 80,000 50,000
Intergovernmental
State Disaster Reimbursement 44,975 - - - -
Total Intergovernmental 44,975 - - - -
Miscellaneous Revenue
Miscellaneous 968 4,804 889 1,000 -
Transfer In From Olher Funds 1,687,119 404,088 342,396 235,000 50,400
Insurance Refunds - (48,322) 4,030 - -
Total Miscellaneous Revenue 1,688,087 360,570 347,315 236,000 50,400
TOTAL REVENUES $ 3,330,293 § 1,891,929 § 1,990,815 § 1,963,771 § 1,900,125
EXPENDITURE SUMMARY
Operations and Maintenance
Salaries and Wages 42,381 46,951 35,505 61,100 64,965
Employee Benefits 14,150 17,699 18,906 21,939 26,895
Purchased Services 200,463 250,210 401,533 486,016 273,040
Supplies and Materials 58,220 78,066 68,648 89,850 94,100
Other Expenditures 374,622 B4,887 50,678 156,615 75,813
Salary Benefit Allocation 497,567 608,627 613,473 707,802 899,494
Total O&M 1,187,303 1,086,440 1,188,743 1,523,322 1,434,307
Other Expenditures
Transfers Out to Other Funds - - - - -
Existing Debt Service 372,557 112,725 421,441 431,360 495,668
Capital Expenditures 290,141 242,224 126,371 115,280 350,438
Reserve Payments - - - - - -
Total Other Expenditures 662,698 354,949 547,812 546,640 846,106
TOTAL EXPENDITURES $ 1,850,001 % 1,441,389 § 1,736,555 § 2,069,962 $ 2,280,413
REVENUES LESS EXPENDITURES $ 1,480,292 § 450,540 § 254,260 § (106,191) § (360,288)

Source: City of Fort Bragg.

Future Revenue Requirements

An evaluation of future revenue requirements should focus on four specific areas. These
areas are increases in operating expenses, capital improvement costs, requirements for
debt service, and the maintenance of reserves. The following sections discuss the impact
of these four factors on the water utility revenue requirements,

Operating Expense Projections

For the purpose of determining annual revenue requirements as a basis to set future
Water rates, we used a projection period of ten years. During this period (FY 2008/2009
through FY 2017/2018), costs are assumed to increase due to inflationary pressures. The
study assumes a customer growth rate of one-half percent (0.5%), an expenditure
growth rate of three percent (3%), and a personnel cost growth rate of three percent
(3%) to project the future costs of the system.
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Capital Improvement Costs

The City maintains an inventory of Capital Improvement Projects (CIP) for the funding
of annual capital projects. The values used in this analysis are based on cost estimates
provided by the City. Construction costs were escalated annually by a factor of 4.04%,
based on the average annual percentage change between 2003 and 2007 in the
Engineering News Record Construction Cost Index.

Table 5 presents the operations CIP over the ten-year planning period of this study (note
that it is assumed that all CIP costs are operations-related, i.e. not driven by growth, and
will be funded on a “pay-as-you-go” basis as well as with an Infrastructure Bank loan).
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Debt Service

The Water utility currently is making payments in the amount of $116,275 per year for a
$2,267,363 Department of Water Resources loan. The Water utility is also making
payments of approximately $370,000 per year for the Water Enterprise 2003 Certificates
of Participation (CODPs).

We also anticipate an Infrastructure Bank Loan to cover some of the CIP costs. The
total loan amount is estimated at $2,000,000 with an annual debt service payment of
$121,000 (based on an interest rate of 3.6% and a 30-year term).

Reserve Funds

The operating fund for the Water utility is projected to have a balance of $1,290,203 as
of June 30, 2007, according to the City’s mid year estimate. We recommended that the
City adopt a policy of maintaining a designated balance in the operating fund (such as
three months of operating expenses (25%) or any other amount approved by the
Council), in order to satisfy expense obligations as cash flow fluctuates during the year.
At the end of each fiscal year, any funds in the Operating Reserve in excess of the 25%
threshold are assumed to be transferred to the CIP Fund.

In addition, funds equaling the depreciation expense should be collected in order to
ensure the availability of funds for necessary system repair and maintenance. The Repair
and Replacement Reserve Fund accrual begins in FY 2012/2013.

Water Revenue Requirements

Tables 6 and 7 depict the annual revenue requirements of the Water system for each year
of the study period.

Fiscal year 2007/2008 is being used as the base year for the study. The study assumes a
customer growth rate of one-half percent (0.5%) and expenditure and personnel growth
rate of three percent (3%) to project the future costs of the system. The Desired
Operating Reserve Fund Balance is set at ninety (90) days of O&M expenses (25%).
The beginning operating fund balance for fiscal year 2008/2009 is estimated at $358,577
(line 68) after a transfer of any O&M funds above the 25% threshold to the CIP Fund.
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Table 6: Revenue Requirements Fiscal Years 2008/09 to 2012/13

Description FY 2007/2008 FY 2008/2009 FY 2009/2010 FY 2010/2011__ FY 2011/2012 FY 2012/2013
Operating Revenue
1 Waler Sales - In Cily $ 1633625 § 1,641,793 8§ 1650002 $ 1,658,252 $ 1,666,543 § 1,674,876
2 Waler Sales - Outside Cily 135,000 135,675 136,353 137,035 137,720 138,409
3 Ulility Penaltes 24,000 20,000 20,000 20,000 20,000 20,000
4 Permil Inspection Fee 100 600 600 600 600 600
5 Turn Off Fee 7,000 7.000 7,000 7.000 7,000 7.000
] Total Operating Revenue 1,799,725 1,805,068 1,813,955 1,822,887 1,831,864 1.840,885
7
8 Addilional Revenue Required
9 Year Revernue Increase e - - 3 2
10 FY 2008/2009 10.00% 12 177,747 178,636 179,529 180,426 181,328
11 FY 2009/2010 9.00% 12 - 176,849 177,733 178,622 179,515
12 FY 2010/2011 4.00% 12 - 5 86,102 86,532 86,965
13 FY 2011/2012 4.00% 12 - - - 89,994 90,444
14 FY 2012/2013 4 00% 12 - - - - 94,062
15 FY 2013/2014 4.00% 12 — 2 = < &
16 FY 2014/2015 4.00% 12 - - - - -
17 FY 2015/2016 4.00% 12 e - - - -
18 FY 2016/2017 4.00% 12 - - - - -
19 FY 2017/2018 4.00% 12 - - - E E
20 Total Additional Operaling Revenue 177,747 355,485 443,364 535,575 632,314
21
22 Total Required Revenue $ 1,799,725 § 1,982,815 5 2169440 $ 2,266,251 $ 2,367,438 § 2,473,199
23
24 Applications of Funds
25 QOperaling Costs
26 Salaries and Wages 64,865 66,914 68,921 70,989 73,119 75312
27 Employee Benelits 26.895 27,702 28,533 29,388 30,271 31,179
28 Purchased Services 273,040 281,231 289,668 298,358 307,309 316,528
29 Supplies and Materials 94,100 96,923 99,831 102,826 105,910 109,088
30 Other Expendilures 75,813 78,087 80.430 82,843 85,328 87,888
31 Salary Benefil Allocalion 899,494 926,479 954,273 882,901 1,012,388 1.042.760
32 Tolal Operaling Expenses 1,434,307 1,477,336 1,521,656 1,567,306 1,614,325 1.662.755
33
34 Nel Operating Income (Lass) 365,418 505,479 647,784 698,945 753,113 810,444
35
36 Debt Service
37 Current Debt Service $495,668 $491,524 $486,795 $485,760 $488,795 $490,930
38 Proposed Loan - - - - 121,000 121,000
39  Total Debt Service 495,668 491,524 486,795 485,760 609,795 611.930
40
41  Debt Coverage Ratio 0.74 1.03 133 144 1.24 1.32
42
43 Non-Operating Revenue
44 Invesiment Interest Earned 50,000 53,543 51,640 48,696 58,840 65,735
45 Miscellaneous = - - - - -
46 Total Non-Operaling Revenue 50,000 53,543 51,640 48,696 58,840 65,735
47
48 Interfund Loan Information
49  Inlerfund Loan lo Waslewaler (280,927) - - - - -
50 Wastewater Inlerfund Loan Payback - 16,181 16,181 16,181 16,181 16,181
51 Total Interfund Loan (280,827) 16,181 16,181 16,181 16,181 16,181
52
53 Transfers
54 Transfers in From Other Funds 50,400 - - - - -
55 Tolal Transfers 50,400 - - - - -
56
57 Capital Projects
68 CIP PAYGO Projecls 350,438 460,000 - - 152,030 -
59 Capral Projects Fund (350.438) (460,000) - - (152,030) -
60 Repar & Replacemenl Reserve Collection - - - - - 212677
61 Total Capital Projects - - - - - 212,677
62
63 Netlncome (Loss) 5 {310,777) § 83,679 $ 228,810 $§ 278,063 $ 218,339 § 67,753
64
65 Fund Information
66
67 Water Enterprise O&M Fund
68 Beginming Operaung Fund Balance 1,290,203 358,577 369,334 380,414 391,826 403,581
62 Deposit (Withdrawals) (310,777) 83,679 1 2 24 67,753
70 Sub Total O&M Fund $ 979,427 § 442,256 $ 598,144 § 658,477 $ 610,166 $ 471,334
71
72 Reserve Balance Percenl of O8M 25% 25% 25% 25% 25% 25%
73 Desired Operaling Reserve Balance 358,577 369,334 380414 391,826 403,581 415,689
74  Excess (Deficit) O&M / Excess to CIP Fund 620,850 72922 217,730 266,650 206,585 55,646
75 Ending O&M Fund Balance 5 358,577 § 369,334 § 380,414 § 391,826 § 403,581 § 415,689
76
77 Repair & Replacement Reserve Fund
78 Beginning R&R Fund Balance = - % - = -
79 Deposit (Wilhdrawals) - = - - - 212,677
80 Ending Repair & Replacemenl Reserve Fund s - % - % - 8 - 8% - 5 212,677
81
82 Capital Projects Fund
83 Beginning CIP Fund Balance 844,792 1,115,204 728,125 945,855 1,212,505 1,267.060
84 (Wilhdrawals for CIP Projects) (350,438) {460,000) - - (152,030) "
85 Deposils excess O&M Funds 620,850 72,922 7. 2 206,585 55,646
86 Ending Capital Projects Fund $ 1,115204 § 728125 % 945855 § 1,212,505 § 1,267,060 § 1,322,706
Sources: City of Fort Bragg; MuniFinancial
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Table 7: Revenue Requirements Fiscal Years 2013/14 to 2017/18

Description FY 2013/2014 FY 2014/2015 FY 2015/2016 _FY 2016/2017 FY 2017/2018
Operating Revenue
1 Woaler Sales - in City $ 1683250 $ 1691667 $ 1,700,125 § 1,708,626 § 1717.169
2 Water Sales - Ouiside Cily 139,101 139,796 140,495 141,198 141,904
3 Utility Penallies 20,000 20,000 20,000 20.000 20,000
4  Permit Inspeclion Fee 800 600 800 600 600
5 Tum Off Fee 7.000 7,000 7,000 7.000 7.000
<] Tolal Operating Revenue 1,849,951 1,859,063 1,868,220 1,877,424 1,886,673
7
8 Additional Revenue Required
9 Year Revenue Increase
10 FY 2008/2009 10.00% 12 182,235 183,146 184,082 184,982 185,907
11 FY 2008/2010 9.00% 12 180,413 181,315 182,221 183,133 184,048
12 FY 2010/2011 4.00% 12 87,400 87,837 88,276 88,718 89,161
13 FY 2011/2012 4.00% 12 90,886 81,350 91,807 92,286 82,728
14 FY 2012/2013 4.00% 12 94,532 95,004 95,479 95,957 96,437
15 FY 2013/2014 4.00% 12 98,313 98,805 99,299 99,795 100,294
16 FY 2014/2015 4.00% 12 - 102,757 103,271 103,787 104,306
17 FY 2015/20186 4.00% 12 - - 107.401 107,938 108,478
18 FY 2016/2017 4.00% 12 - - - 112,256 112,817
19 FY 2017/2018 4.00% 12 = = = = 117,330
20 Tolal Addilional Operaling Revenue 733.789 840,215 951,817 1,068,832 1,191,506
21
22 Tolal Required Revenue $ 2,583,740 § 2,699,278 § 2,820,038 § 2,946,256 $ 3,078,179
23
24 Applications of Funds
25 Operaling Costs
26 Salaries and Wages 77,572 79,889 82,206 84,765 87.308
27 Employee Benefits 32,114 33.077 34,070 35,092 36,145
28 Purchased Services 326,024 335,805 345,879 356,255 366,943
29 Supplies and Materials 112,360 115,731 119,203 122,779 126,463
30 Other Expendilures 90,525 93,240 96,038 98,919 101,886
31 Salary Benefil Allocalion 1,074,043 1.106.264 1,139,452 1,173,636 1,208,845
32 Total Operaling Expenses 1,712,638 1,764,017 1,816,937 1,871,445 1,927,589
a3
34 Net Operating Income (Loss) 871,103 935,261 1.003,100 1,074,810 1,150,590
35
36 Debt Service
37 Currenl Debt Service £487,311 $483,608 $488.610 $487.870 $487,078
38 Proposed Loan 121,000 121,000 121,000 121,000 121,000
39 Total Debl Service 608,311 604,608 609,610 608,870 608,078
40
41  Debt Coverage Ralo 143 1.55 1.65 1.77 1.89
42
43 Non-Operating Revenue
44  Inveslment Inlerest Earned 72,676 85,887 95,706 97,334 108,507
45 Miscellaneous - = - - -
46 Tolal Non-Operating Revenua 72876 85,887 95,706 97,334 109,507
47
48 Interfund Loan Information
49 Interfund Loan lo Waslewater - - - - -
50 Waslewaler Inlerfund Loan Payback 74,748 74,748 74,748 74,748 74,748
51 Tolal Interfund Loan 74,748 74,748 74,748 74,748 74,748
52
53 Transfers
54 Transfers In From Other Funds - 3 = - -
55 Tolal Transfers - - 5 - -
56
57 Capital Projects
58 CIP PAYGO Projects 30,474 380,461 583,745 - 2,142,273
59 Capilal Projects Fund (30,474) (380,461) (593,745) - (1,537.,868)
B0 Repair & Replacement Reserve Colleclion 211,519 210,512 206,496 202,930 200.450
61 Total Capital Projects 211518 210,512 206,496 202,930 804,855
62
63 Net Income (Loss) S 198,697 § 280,777 § 357,448 § 435093 § (78,088)
64
65 Fund Information
66
67 water Enterprise O&M Fund
68 Begmning Operaling Fund Balance 415,689 428,159 441,004 454,234 467,861
69 Deposil (Wilhdrawals) 198,697 280,777 357,448 435,093 78,088
70 Sub Tetal O&M Fund $ 614,386 § 708,936 $ 798,452 $ 889,327 $ 389,774
ral
72 Reserve Balance Percenl of O&M 25% 25% 25% 25% 25%
73  Desired Operaling Reserve Balance 428,159 441,004 454,234 467,861 481,897
74  Excess (Deficit) O&M / Excess lo CIP Fund 186226 ____ 267,932 344,218 421,466 (92,124)
75 Ending O&M Fund Balance 5 428,159 $ 441,004 § 454,234 $ 467,861 § 389,774
76
77 Repalr & Replacement Reserve Fund
78 Beginning R&R Fund Balance 212,677 424,195 634,707 841,203 1,044,133
79  Deposil {(Wilhdrawals) 211,519 210512 206,496 202,930 200.450
80 Ending Repalr & Replacement Reserve Fund $ 424,195 § 634,707 § 841,203 § 1,044,133 $ 1,244,583
81
82 Capital Projects Fund
83 Beginning CIP Fund Balance 1,322,708 1.478.458 1,365,928 1,116,402 1,537,868
84 (Withdrawals for CIP Projecls) (30,474) (380,461) {593,745) - (1,537.868)
85 Deposils excess O&M Funds 186,228 267,932 344,218 421,466 -
86 Ending Capital Projects Fund $ 1478458 $ 1,365929 $ 1,116,402 §$ 1,537,868 § -
Sources: City of Forl Bragg, MuniFinancial
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ALLOCATION OF WATER COSTS

In Bighorn-Desert View Water Agency v. Verjil, the California Supreme Court held that
water agency’s rates were subject to repeal by initiative pursuant to Section 3 of Article
XIIIC of the California Constitution. Because of the Bighorn decision, water rates in
California are now considered property-related fees; therefore the substantive and
procedural requirements of California Constitution Articles XIIIC and XIIID
(Proposition 218) apply to water rate setting. Section 6 of Article XIIID states:

The amount of a fee or charge imposed upon any parcel or person as an incident of
property ownership shall not exceed the proportional cost of the service attributable to
the parcel.

This utility rate study was performed to allocate the costs of providing service to users
in order to ensure that rates are equitable and not unduly discriminatory, thereby
satisfying the Proposition 218 requirements. The total cost of serving each customer
class is determined by distributing each of the utility cost components among the user
classes based upon the respective service requirements of each customer class.
Therefore, a true cost of service rate study enables a water utility to adopt rates based on
the true costs to each user class. The purposes of this water utility cost of service study
include:

+ Proportional allocation of the costs of service to users.

+  Derivation of unit costs to support the development of water rates.

Cost of Service Analysis

A cost of service analysis converts enterprise-related financing documents to costs
incurred by user classes for which rates can be developed. The cost of service study for
the City of Fort Bragg is performed in three basic steps.

The first step is called functionalizadon. Functionalization categorizes cost data in terms
of functions performed by a water utility system. The functions identified in this study
include operating expenses, debt service, and capital projects.

The second step classifies operating and non-operating expenses of the water facilities to
the cost components of volume (base use), extra-capacity, customer
billing/administration, and meters & services. This approach is referred to as the base-
extra capacity method and is recommended by the American Water Works Association as
an appropriate means of equitably allocating costs to customer classes. The cost
components are defined as follows:

* Volume or Base Costs: Volume or base costs vary with the
consumption of water by users over a specified period of time and
relates to the average annual rates of water demand by system
users.
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+ Extra-Capacity Costs: Capacity costs vary with the demand, or the
rate of flow, of water used by user classes of service in excess of
average demand, otherwise known as peak demand.

¢ Customer Costs: Customer costs vary with the number of
customers, or the addition of customers, served by a water system.
These costs are typically fixed utility expenses, regardless of
customer consumption.

+  Meters & Services: Costs that are related to the water meters such
as maintenance, repair, installation and meter reading,

Table 8 presents the allocation of each expense component (operations, debt service and
capital projects) based on its functional category of base, extra-capacity, customer, or

meter & services costs.

MuniFinancial Fort Bragg Water and Wastewalter Rate Analysis

23



97 SISAIDUY 1DY ADIDMDISD Y PUD 42D BSDAG 140, JOIUDULTUR Y
‘lelpueuungy [66e.ig U4 Jo Ain iseounog
%0°00L %8'EL %l 2T %ELE %Z'9E 10j0e 4 UONHEROYISSRID
151's88'Z ¢ £09'66E $ EP9'Es9 $ 9gz'eBs $ 9.z'ev0L $ sasuadx3 Bunesed-uon/Bunelsdg eyl
62£'€95 - 3 ¥99°L62 po9'L6Z spoaloid [endeg |ejo
0Ev°202 2 - GL'e0l SLLE0L %000, %0 %0 %08 %08 uoy3s|(0] BaIasay Jualusde|day B Jedey
868'6LE g 2 6V6'L81 6v6'L8L %000 %0 %0 %05 %05 s)aalold ODAV dID
sjo8lold _S_QNO
8Z8'809 £88'09 £88'09 LES'ERZ LEG'ErE 80IM1EG 18Q [R10L
000°L2L 00121 00L'ZL 00¥'8F 00¥'8F %000 %0} %0l %0k %0% ueo pesodold
8z8'/8Y £81'8r £8.'8F LEL'GEL LEL'GBL %0001 %0l %01 %0v %0¥ A0S 198 JuaLNy
83185 1990
009'€69°L 0ZL'8EE 091'265 0v0'vSe 080905 sasuadx3 Bupeladg (g0
¥OLCO0T [ ar%4 9ELTIE 91E651 IE0QIE %000L  %0C %GE %S %0€ uocile2o)|y Jijeusg Auejes
815'68 ¥06'L1 Lee'le gzr'sl 958'0Z %0001 %02 %SE %G b %0t sainypuadx3 2o
LLL'LLL zez'ze 688'8¢ 29991 EEE'EE %000k %02 %SE %S %0E sleuajey pue saiddng
00b'zze 08 +9 op8‘zLL oge'gy 02.'96 %0001 %02 %SE %G %0E $80IAIBS pasEYIINg
1GL°LE 1GE'9 GLLLL oLy 1256 %0001 %02 %EE %51 %0€ slyauag aakojdwz
60292 3 zZpe'st $ g8pe'oz $ 90811 $ £L0'ez $| %000, %02 %HEGE %S %0€ sefep pue ssuees
sasuadx3 buneadg
12101 SNBSS P SI198A Aoeden-enxy aseg 210 EERINER ujwpyyBu Anoeden aseg uonduoseq
g sisjgn ._m_..ch:O -BIIX3
SJS00) Poxi4/IaWoIsny §)S00) 8{qelieA [I8]ep| §j500 paxijiswoisny 81500 8iqelies isje M
81/2102 Ad - 60/900T Ad aBeieay

sjuawaiinbay anuaasy Ajnn 493epq Jo uonezijeuonaund g ajqe]



Table 9 presents the allocation of the Revenue Required for the study period to the four
functional categories based upon Table 4. The functional categories of Base and Extra-
Capacity are then grouped as “Water Costs” while the functional categories of Customer
Billing/Admin and Meters & Services are grouped as “Customer Costs”. The Water
Costs will be recovered through a monthly consumption based charge while the

Customer Costs will be recovered through a monthly fixed charge.

Table 9: Allocation of Required Revenue

Customer Meters &
Base Extra-Capacity Billing/Admin Services
Functionalization Factors 36.2% 27.3% 22.7% 13.8%
Water Costs Customer Costs
Customer Meters &
Base Extra-Capacity Billing/Admin Services Total
FY 2008/2009 706,861 $ 534,738 § 442,869 § 270,747 $§ 1,955,215
FY 2009/2010 774,331 585,779 485,141 296,590 2,141,840
FY 2010/2011 809,330 612,256 507,069 309,995 2,238,651
FY 2011/2012 845,912 639,930 529,989 324,007 2,339,838
FY 2012/2013 884,147 668,855 553,944 338,652 2,445,599
FY 2013/2014 924,111 699,088 578,983 353,959 2,556,140
FY 2014/2015 965,880 730,686 605,153 369,958 2,671,678
FY 2015/2016 1,009,538 763,713 632,505 386,681 2,792,438
FY 2016/2017 1,055,169 798,233 661,095 404,158 2,918,656
FY 2017/2018 1,102,863 834,313 690,976 422,426 3,050,579
Sources: City of Fort Bragg; MuniFinancial.
MuniFinancial Fort Bragg Water and Wastewater Rate Analysis 27



DEVELOPMENT OF WATER RATES

Following the distribution of the revenue requirements to the classification factors, these
requirements are used in the development of new water rates. The volume costs are
accounted for through each customer’s monthly consumption charge. Customer costs are
allocated based on the number of equivalent meter ratios within the entire system

Table 10 illustrates the projected number of equivalent meters for each year of the study
period. The total number of equivalent meters was used in determining the monthly
meter charges shown in Table 12. Table 11 illustrates the projected water consumption
(in hundred cubic feet) by meter size for the study period.

The proposed water rates are designed to increase the water system’s revenue in order to
meet rising operating costs, to enhance the financial condition of the water enterprise,
and to provide funds for needed rehabilitation of the water system Iinfrastructure. The
proposed rates are expected to recover all of the customer and volume costs of the
system.

Table 12 dlustrates the calculation of the proposed water rates. The baseline 3/4” meter
charge is calculated by dividing all customer costs of the water system by the total
number of equivalent meters. The monthly meter charge for all other meter sizes are
calculated by multiplying the baseline meter charge by each meter size’s respective meter-
equivalent ratio. The volume charge is calculated by dividing the water-related costs by
the estimated total water consumption for the water system.

MuniFinancial Fort Bragg Water and Wastewater Rate Analysis 28
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Table 12: Calculation of Water Rates

FY 2008/2009 FY 2009/2010 FY 2010/2011 FY 2011/2012 FY 2012/2013

MONTHLY METER CHARGE

Total Customer Related Costs

$ 713616 & 781,730 $ 817,065 $ 853,996 $ 892597

Number of Equivalent Meters 2,977 2,992 3,007 3,022 3,037
Maonthly Meter Charge per 3/4" Meter $ 1997 § 2177 % 2264 % 2355 § 24 .49
AWWA Equivalent
Meter Size Meler Factor Monthly Meter Charge
3/4" 1.0 19.97 21.77 22.64 23.55 24.49
1" 1.4 27.96 30.48 31.70 32.97 34.28
1172" 1.8 35.95 39.19 40.76 42.39 44.08
2" 29 57.92 63.14 65.66 68.29 71.02
a3 11.0 219.71 239.48 249.06 259.02 269.38
4" 14.0 279.63 304.79 316.98 329.66 342.85
6" 21.0 419.44 457.19 475.48 494 .49 514.27
CONSUMPTION CHARGE

Total Water Related Costs

Estimated Consumption (HCF)

Consumption Charge per H

CF

$ 1,241,599 $ 1,360,110 § 1421587 $ 1485842 § 1,553,002

340,075 341,776 343,485 345,202 346,928
3 3.65 § 398 § 414 § 430 % 4.48

Source: City of Forl Bragg; MuniFinancial.

FY 2013/2014 FY 2014/2015 FY 2015/2016 FY 2016/2017 FY 2017/2018

MONTHLY METER CHARGE

Total Customer Related Costs
Number of Equivalent Meters

Monthly Meter Charge per 3/4" Meter 2547 2649 §$ 2755 % 2865 $ 29.79

$ 932942 § 975111 $ 1,019,186 $§ 1,085,253 $ 1,113,403
3,053 3,068 3,083 3,099 3.114

AWWA Equivalent

Meter Size Meter Factor Monthly Meter Charge
3/4" 1.0 25.47 26.49 27.55 28.65 20.79
1" 1.4 35.66 37.08 38.57 40.11 41.71
11/2" 1.8 45.84 47.68 49.58 51.57 53.63
2" 2.9 73.86 76.81 79.89 83.08 86.41
3" 11.0 280.16 291.36 303.02 315.14 327.74
4" 14.0 356.56 370.83 385.66 401.09 417.13
6" 21.0 534.85 556.24 578.49 601.63 625.69
CONSUMPTION CHARGE

Total Water Related Costs

Estimated Consumption (HCF)

Consumption Charge per

HCF

$ 1623198 § 1,696,567 § 1,773,252 § 1,853,403 $ 1,937.176

348,663 350,406 352,158 353,919 355,688
$ 466 $ 484 § 504 § 524 % 5.45

Source: City of Fort Bragg; MuniFinancial.

MuniFinancial

Fort Bragg Water and Wastewater Rate Analysis 3



Current Rates

The City’s current wastewater rate structure is as listed below:

Table 13: Current Wastewater Rates

MINIMUM 1600 MINIMUM CHARGE PER 100
DESCRIPTION BI-MONTHLY BILLING CUBIC FT. OVER
CHARGE UNITS THE MINIMUM
Single Family Residential--Flat Rate  $ 51.84
Multi Res/Mobile Homes $ 51.84 1,600 $ 3.24
Multi Commercial--No SS Factor** 3 51.84 1,600 $ 3.24
Commercial-SS Factor .62--Very Low $ 32,16 1,600 3 2.01
Commercial-SS Factor .74--Low $ 38.40 1,600 $ 2.40
Commercial-SS Factor .92 Medium Lo § 47.68 1,600 $ 2.98
Commercial-SS Factor 1.00--Domestic $ 51.84 1,600 $ 3.24
Commercial-SS Factor 1.48--Medium § 76.80 1,600 b 4.80
Commercial-SS Factor 3.06 High 5 158.56 1,600 b 9.91
** 8S Factor is the Sewer Strength Factor
which is applied to Commercial Discharge and
depends on the type of use
METERED OUTSIDE DIST.--MacKerricher State Park $ 3.24

Source: City of Fort Bragg

Current and Projected Customers

Table 14 shows the current number of wastewater customer accounts by customer class.
Table 15 depicts the estimated discharge by customer class.

MuniFinancial Fort Bragg Water and Wastewater Rate Analysis
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Table 16: Historic Financial Results

2003/04 Actual 2004/05 Actual 2005/06 Aclual 2006/07 Actual 2007/08 Projected

REVENUE SUMMARY
Taxes-Property Tax-Secured $ 51,148 $ 57,207 § 51,764 § 51,257 $ 53,000
Charges for Services
Slormdrain Fees $ 63,938 § 24,330 § 18,346 § 8,872 § 15,000
Sewer Service 977,764 1,161,177 1,254,089 1,394,795 1,457,638
MacKerricher Sewer Service 7,535 6,228 9,955 13,286 13,500
Permit and Inspection Fees 475 650 2,028 200 -
Mainienance Reimbursement 22,028 - - - -
Septic Dumping Fees 1,163 2,209 3,404 170 -
Outside Service Lab Fees - - . - = -
Total Charges for Services 1,072,903 1,184,594 1,287,822 1,417,323 1,486,138
Use of Money and Property
C.0.P. Investment Interest 7,367 2,917 - - g
Total Use of Money and Property 7,367 2,917 - - -
Miscellaneous Revenue
Miscellaneous 388 B65 1,596 2,000 -
Transfer In From Other Funds 187,870 583,854 195,363 131,408 -
Total Miscellaneous Revenue 188,258 584,719 196,959 133,408 -
TOTAL REVENUES $ 1,319,676 §$ 1,829,437 § 1,536,545 § 1,601,988 § 1,539,138
EXPENDITURE SUMMARY
Operations and Maintenance
Salaries and Wages $ 250,337 % 276,645 §$ 331,514 § 357,465 § 396,341
Employee Benefits 127,996 163,235 236,908 202,010 251,625
Purchased Services 260,479 246,801 585,602 314,727 333.746
Supplies and Malerials 61,433 100,205 100,691 89,050 90,450
Other Expenditures 125,328 149,784 151,662 185,030 283,594
Salary Benefil Allocation 146,324 186,521 198,869 209,676 224,999
Total O&M 971,897 1,123,191 1,605,246 1,357,958 1,580,755
Other Expenditures
Transfers Out to Other Funds 105,000 23,000 - - -
Existing Debl Service 30,596 33,735 67,949 60,261 63,765
Capital Expenditures 257,267 269,584 182,838 158,011 95,961
Reserve Paymenls - - - - -
Total Other Expenditures 392,863 326,319 250,787 219,272 159,726
TOTAL EXPENDITURES $ 1,364,760 % 1,449,510 $ 1,856,033 § 1,577,230 § 1,740,481
REVENUES LESS EXPENDITURES $ (45,084) § 379,927 § (319,488) $ 24,758 $ (201,343)

Source: City of Fort Bragg.

Future Revenue Requirements

An evaluation of future revenue requirements should focus on four specific areas. These
areas are Increases in operating expenses, capital improvement costs, requirements for
debt service, and the maintenance of reserves. The following sections discuss the impact
of these four factors on the wastewater utility revenue requirements.

Operating Expense Projections

For the purpose of determining annual revenue requirements as a basis to set future
Wastewater rates, we used a projection period of ten years. During this period (FY
2008/2009 through FY 2017/2018), costs are naturally assumed to increase due to
inflationary pressures. The study assumes a customer growth rate of one-half percent
(0.5%), an expenditure growth rate of three percent (3%), and a personnel cost growth
rate of three percent (3%) to project the future costs of the system.

MuniFinancial Fort Bragg Water and Wastewater Rate Analysis 37



Capital Improvement Costs

The City maintains a Capital Improvement Plan (CIP) for the funding of annual capiral
projects. The values used in this analysis are based on cost estimates provided by the
City. Construction costs were escalated annually by a factor of 4.04%, based on the
average annual percentage change between 2003 and 2007 in the Engineering News
Record Construction Cost Index.

Table 17 presents the operations CIP over the ten-year planning period of this study
(note that it is assumed that all CIP costs are operations-related, ie. not driven by
growth, and will be funded on a “pay-as-you-go” and with two bond issues).
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Debt Service

There is currently debt service on the 1998 Municipal Improvement District No. 1 bonds
as well as interfund loans from Water O&M and the RDA Project Fund.  For this
scenario we included two new debt issues.

We also anticipate that two new bonds will be issued for Infrastructure projects. The first
new debt issuance is estimated at $9,860,000 with an annual debt service payment of
$615,000 (based on an interest rate of 4.5%, an underwriter’s discount of 2%, a cost of
issuance of 1%, a reserve fund requirement of 10%, and a 30-year term with one year of
capitalized interest). The second new debt issuance is estimated at $7,170,000 with an
annual debt service payment of $448,000 (based on an interest rate of 4.5%, an
underwriter’s discount of 2%, a cost of issuance of 1%, a reserve fund requirement of
10%, and a 30-year term with one year of capitalized interest). These estimates are
based on the current interest rate environment and industry standard costs of issuance
figures.

Reserve Funds

The operating fund for the Wastewater utility is projected to have a balance of ($10,000)
as of June 30, 2007, according to the FY 07/08 Adopted Budget (note that this is an
unaudited estimate). We recommended that the City adopt a policy of maintaining a
designated balance in the operating fund (such as three months of operating expenses or
any other amount approved by the Council), in order to satisfy expense obligations as
cash flow fluctuates during the year.

In addition, funds equaling a percentage of depreciation expense should be collected in
order to ensure the availability of funds for necessaty system repair and maintenance.
However, to reduce rate increases, accrual for repair and maintenance was excluded for
the entire 10 year study period.

Wastewater Revenue Requirements

Tables 18 and 19 depict the annual revenue requirements of the Wastewater system for
cach year of the study period. Fiscal year 2007/2008 is being used as the base year for
the study. The study assumes a customer growth rate of one-half percent (0.5%), an
expenditure growth rate of three percent (3%), and a personnel cost growth rate of
three percent (3%) to project the future costs of the system. The Desired Operating
Reserve Fund Balance is set at ninety (90) days of O&M expenses. The beginning
operating fund balance of fiscal year 2008/2009 is estimated at $262,359 (line 69).
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Table 18: Revenue Requirements Fiscal Years 2008/09 to 2012/13

Description FY 2007/2008 _ FY 2008/2009  FY 2009/2010 _ FY 2010/2011 FY 2011/2012  FY 2012/2013
Operating Revenue
1 Stormdrain Fees $ 15,000 § 15,000 § 15,000 § 15,000 § 15,000 $ 15,000
2 MacKerricher Sewer Service 13,500 13,500 13,500 13,500 13,500 13,500
3 Pemmil and Inspection Fees - 1,000 1,000 1,000 1,000 1,000
4 Sewer Service 1,457,638 1,464,926 1,472,251 1.479.612 1,487,010 1,494,445
5 Total Operaling Revenue 1,486,138 1,494,426 1,501,751 1,509,112 1,516,510 1,523,945
8
7 Addilional Revenue Required
g Year Revenue Increase  Moriths Effective
9 FY 2008/2009 35.00% 12 512,724 515.288 517,864 520,454 523,056
10 FY 2008/2010 20.00% 12 - 397,508 399,495 401,493 403,500
11 FY 2010/2011 15.00% 12 - - 359,546 361,343 363,150
12 FY 2011/2012 10.00% 12 - . 277,030 278.415
13 FY 2012/2013 4.00% 12 = - - - 122,503
14 FY 201372014 4.00% 12 - - - i -
15 FY 201472015 4.00% 12 + - - - -
16 FY 2015/2016 4.00% 12 - “ = - -
17 FY 2018/2017 4.00% 12 - - - - -
18 FY2017/2018 4.00% 12 - - - - -
19 Total Additional Operaling Revenue 512,724 912,796 1,276,905 1,560,320 1,690,624
20
21 Tolal Required Revenue $ 1486138 § 2,007,150 § 2,414,546 $ 2,786,017 S 3,076,830 § 3,214,569
22
23 Applications of Funds
24  Operaling Costs
25 Salaries and Wages 396,341 408,231 420,478 433,093 448,085 459,468
26 Employee Benefits 251,825 259,174 266,949 274,957 283,206 291,702
27 Purchased Services 333,746 343,758 354,071 364,693 375,634 386,903
28 Supplies and Malerials 80,450 93,164 95,958 98,837 101,802 104,856
29 Cther Expenditures 283,594 292,102 300.885 300.891 319,188 328,763
30 Salary Benefil Allocation 503,942 519,060 534,632 550,671 567,191 7
K} Total Operaling Expenses 1,859,698 1,815,489 1,972,954 2,032,142 2,093,106 2,155,900
32
33 Net Operating Income (Loss) (373,560) 91,661 441,593 753.875 983,723 1,058,670
34
35 Debt Service
38 Current Debt Service 63,765 62,015 60,265 63,390 61,330 59.210
37 Proposed Bond Issuance, Phase | - - - - 615,000 615,000
38 Proposed Bond Issuance, Phase Il - - - - = -
39 Total Debt Service 63,765 62,015 60,265 63,380 676,330 674,210
40
41 Debt Coverage Ralio (5.86) 148 7.33 11.89 1.45 157
42
43 Non-Operating Revenue
44 Investmenl Inleresl Earned - - - - 23,451 25253
45 Miscellaneous : = i = 2 -
46 Tolal Non-Cperating Revenue - - - - 23,451 25,253
47
48 Interfund Loan Information
49  Interfund Loan from Water 280,927 - - - - -
50 Woaler Interfund Loan Payback - (16,181) (16,181) (16,181) (16,181) (16,181)
51  RDA Interfund Loan Payback - (2,135) (2,135) (2,135) (2.135) (2,135)
52 Total Interfund Loan 280,927 (18.316) (18.316) (18,316) (18,316) (18,316)
53
54 Transfers
55 Transfers In From Other Funds & = - - - -
56 Tolal Transfers - - - - - -
57
68 Capital Projects
59 CIP PAYGO Projects 95.961 - 118,646 - 304,157 205,040
60 Capital Projects Fund s ¥ 5 - (156,472) (59,603)
61 Repair & Replacement Reserve Collection - = = - - -
62 Total Capital Projects 95,961 119,646 = 237,685 145,438
83
€4 Net Income (Loss) (252,359) 11,331 243,366 672,170 74,844 245,959
65
66 Fund Information
67
68 Wastewater Enterprise 0&M Fund
69 Beginning Operating Fund Balance (10,000} (262,359) (251,028) (7.662) 508.036 523277
70  Deposit (Withdrawals) (252.359) 11.331 243,366 672,170 74,844 245,959
71 Sub Total O&M Fund L (262,359) § (251,028} § (7.662) § 664,508 $ 582,879 § 769,236
72
73 Reserve Balance Percent of O&M 25% 25% 25% 25% 25% 25%
74  Desired Operaling Reserve Balance 464,925 478,872 493,238 508.036 523,277 538,975
75  Excess (Deficil) O&M ! Excess to CIP Fund (262,358) (251,028) (7,662} 156,472 59,603 230,261
78 Ending O&M Fund Balance $ (262,359) $ (251,028) § (7,662) § 508,036 $ 523,277 § 538,975
77
78 Repair & Replacement Reserve Fund
79 Beginning R&R Fund Balance - - - - - -
80 Deposil (Wilhdrawals) = = - - - =
81 Ending Repair & Replacement Reserve Fund 5 - 8 - 5 - - 8§ - -
82
83 Capital Projects Fund
84 Beginning CIP Fund Balance - - - - 156,472 59,603
85 (Withdrawals for CIP Projecls) - - - - (156,472) (59.803)
86 Deposits excess C&M Funds - - - 156,472 230,261
B7 Ending Capital Projects Fund $ - 8 - 5 - % 156,472 § 59,603 § 230,281
Sources' City of Forl Bragg. MuniFinancial.
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Table 19: Revenue Requirements Fiscal Years 2013/14 to 2017/18

Description FY 2013/2014  FY 2014/2015 FY 2015/2016 __ FY 2016/2017 _ FY 2017/2018
Operating Revenue
1 Slormdrain Fees 5 15.000 & 16,000 § 15000 $ 15.000 $ 15,000
2 MacKerncher Sewer Service 13.500 13,500 13,500 13.500 13,500
3 Permit and Inspeclion Fees 1,000 1,000 1,000 1,000 1,000
4 Sewer Service 1,501,917 1.509.427 1,516,974 1,524,559 1,532,182
5 Total Operaling Revenue 1.531.417 1.538.927 1,846,474 1,554,059 1,561,682
]
7 Additional Revenue Required
8 Year Revenue Increase
9 FY 2008/2009 35.00% 525,671 528,299 530,941 533,506 536,264
10 FY 2009/2010 20.00% 405,518 407,545 409,583 411,631 413,689
1 FY 2010/2011 15.00% 364,966 366.791 368,825 370,468 372.320
12 FY 2011/2012 10.00% 279,807 281,206 282,612 284,025 285,445
13 FY 2012/2013 4.00% 123,115 123,731 124,349 124,971 125,596
14 FY 201372014 4.00% 128,040 128,880 129,323 129,970 130.620
15 FY 201472015 4.00% - 133,827 134,496 135,169 135,845
16 FY2015/2016 4.00% - - 139,876 140,576 141,278
17 FY 2016/2017 4.00% - - - 146,199 145,930
18 FY 2017/2018 4.00% - - - - 152,807
19  Total Additional Operating Revenue 1.827,117 1,970,080 2,119,808 2,276,604 2,440,794
20
21 Total Required Revenue $ 3,358,534 § 3,509,007 § 3,666,280 $ 3,830,663 § 4,002,475
22
23 Applications of Funds
24 Operating Costs
25 Salaries and Wages 473,252 487,449 502,073 517.135 532,649
26 Employee Benefils 300,453 300.467 318,761 328.314 338.163
27 Purchased Services 398,510 410,465 422,779 435,462 448,527
28  Supplies and Malerials 108,002 111,242 114,579 118,017 121,557
29 Other Expenditures 338,626 348,785 359,248 370,026 381,127
30 Salary Benefit Allocation 601,733 619,785 638,379 657,530 677,256
31 Total Operating Expenses 2.220.577 2,287,194 2,355,810 2,426,484 2,499,279
32
33 Net Operaling Income (Loss) 1,137,958 1,221,813 1.310471 1,404,179 1,503,197
34
35 DeblService
36 Current Debt Service 61,958 59,573 62,055 59,405 61,623
37 Proposed Bond Issuance, Phase | 615,000 615,000 615,000 615,000 615,000
38 Proposed Bond Issuance. Phase Il - = 448,000 448,000 448,000
39 Tolal Debt Service 676,958 674,573 1,125,055 1,122,405 1.124.623
40
41  Debt Coverage Ralio 1.68 1.81 1.16 1.25 134
42
43 Non-Operating Revenue
44 Investment Interes| Earned 27,356 39,168 57,288 57,961 53,701
45  Miscellaneous = = = £ -
46 Total Non-Operaling Revenue 27,356 39,188 57,288 57,961 53.701
A7
48 Interfund Loan Information
48 Inlerfund Loan from Water = - - - -
50 Water Interfund Loan Payback (74.748) (74,748) (74,748) (74,748) (74,748)
51 RDA Interfund Loan Payback (9,861) {9.861) (9,861} (9.861) (9.861)
52 Tolal inlerfund Loan (84,609) (84.609) (84,609) (84.609) (84.609)
53
54 Transfers
55 Transfers in From Other Funds L = = - B
56 Total Transfers = 2 = - ~
57
58 Capital Projects
59 CIP PAYGO Projects - - 626,752 - 1,771,025
60 Capital Projects Fund - - (626,752) - (B54,631)
67 Repair & Replacement Reserve Collecton = - = = =
62 Tolal Capital Projects - - - = 916,394
83
64 Net Income (Loss) 403,748 501,799 158,095 255,126 (568,728)
65
66 Fund Information
67
68 Wastewater Enterprise O&M Fund
69 Beginning Operating Fund Balance 538.975 555,144 571,798 588.952 606,621
70 Deposit (Withdrawals) 403,748 501,799 158,085 255,126 (568.728
7 Sub Total O&M Fund $ 942,723 § 1,056,944 § 729,894 § 844,079 § 37,893
72
73 Reserve Balance Percenl of O&M 25% 25% 25% 25% 25%
74  Desired Operaling Reserve Balance 555,144 571,798 588,952 608,621 624,820
75  Excess (Deficit) O8M / Excess lo CIP Fund 387,579 485,145 140,941 237,458 (586,926)
76 Ending O&M Fund Balance $ 555,144 § 571,798 § 588,952 $ 606,621 § 37,893
77
78 Repair & Replacement Reserve Fund
79 Beginning R&R Fund Balance - - = & -
80 Deposit (Withdrawals) - - - - =
81 Ending Repair & Replacement Reserve Fund $ - 5 - 8 - -8 -
82
B3 Capital Projects Fund
84 Beginning CIP Fund Balance 230,261 617,839 1,102,984 617,173 854,631
85 (Wilhdrawals for CIP Projects) - - (628,752) - (854,631)
86 Deposits excess O&M Funds 387,579 485,145 140,941 237,458 -
87 Ending Capital Projects Fund $ 617,839 § 1,102,984 $ 617,173 § 854,631 § .
Sources: Gity of Forl Bragg. MuniFinancial
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ALLOCATION OF WASTEWATER COSTS

Cost of Service Analysis

A cost of service analysis converts enterprise-related financing documents to costs incurred
by user classes for which rates can be developed. The cost of service study for the City of
Fort Bragg is performed in three basic steps.

» The first step is called functionalization, which categorizes cost data in terms of
functions performed by a wastewater system. The functions identified in this study
include operating costs, and non-operating costs.

» The second step classifies operating and non-operating expenses of the wastewater
system to the cost components including base and flow and strength of wastewater
effluent. The cost components are defined as follows:

¢ Flow Costs: Volume or flow related costs vary with the discharge of
wastewater by users over a specified period of time, typically a year

+ Strength Costs: Strength costs vary with the quality of wastewater discharged
as measured by the biochemical oxygen demand (BOD), suspended solids
(85), and Oil & Grease content of the discharged sewage

+ Customer Costs: Customer related costs vary with the increase or decrease in
number of customers over a period of time

The final step in this analysis allocates costs of service to each customer class. This step
is accomplished through the development of volume and strength related allocation
factors for each customer class. Note the customer costs are allocated equally to each
account.

Classification of Expenses to Cost Components

For compliance with State and Proposition 218 guidelines, a wastewater utility is requited to
utilize a cost allocation approach that fairly allocates costs among customer classes. This is
accomplished by allocating costs into the treatment parameters of flow and strength. These
costs are to be allocated in proportion to the percentage that each cost parameter represents.
When divided by the wastewater loadings of each user class, unit costs of service are
obtained. All costs incurred by a wastewater utility system can be allocated to one or more
cost parameters. The allocation of each cost item among flow, BOD, SS is based on industry
standards of treatment parameter data. Tables 20, 21, and 22 present the functionalization
and loading calculations used to determine the allocation factors. The allocation factors are
computed by multiplying the functionalization factors by the loading percentages of each
customer class. When coupled with their Flow, BOD, and SS factors, the total revenue
requirements can be allocated to each customer class based on their base, flow, and strength
characteristics. The required revenue allocations for each customer class for each year of the
study period are shown below in Tables 23 and 24.
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Table 20: Functionalization of Wastewater Utility Revenue Requirements

Classification FYE 2009 10 2013 AVG
Description Flow  BOD S8 Cuslomer Cosis _Tolal Flow BOD 38 Cuslomer Costs Tolal
Operating Expenses
Salaries and Wages 5% 10% 10% 45% 100.0% | § 163797 $ 46799 § 46799 § 210,596 $ 467,991
Employee Benefils 35% 10% 10% 45% 100.0% 103,990 29,711 29711 133,701 $ 297,114
Purchased Services 35% 10% 10% 45% 100.0% 137,928 39,408 39,408 177,336 § 394,080
Supplies and Malerials 35% 10% 10% 45% 100.0% 37,381 10,680 10,680 48,061 $ 106,802
Other Expenditures 35% 10% 10% 45% 100.0% 117,202 33,486 33,486 150,688 $ 334,862
Salary Benefil Allocation 35% 10% 10% 45% 100.0% 208,286 58,504 58,504 267770 $ 595,044
Tolal Operaling Expenses $ 768563 $ 219580 § 219,589 § 088,152 $ 2,195,893
Non-Operaling Expenses
Currenl Debl Service 50% 25% 25% 0% 100.0% 30,541 15.271 15,271 - 61,082
Proposed Bond Issuance, Phase | 50% 25% 25% 0% 100.0% 215,250 107,625 107,625 - 430,500
Proposed Bond Issuance, Phase |1 50% 25% 25% 0% 100.0% 67,200 33,600 33,600 - 134,400
Waler Interfund Loan Payback 50% 25% 25% 0% 100.0% 22,732 11,366 11,366 - 45,464
RDA Inlerfund Loan Payback 50% 25% 25% 0% 100.0% 2,999 1,499 1,499 - 5,998
CIP PAYGO Projecls 50% 25% 25% 0% 100.0% 155,831 77,916 77816 - 311,662
Repair & Replacement Reserve Collection 50% 25% 25% 0% 100.0% - - - - -
Tolal Non-Operaling Expenses $ 494553 § 247277 $ 247277 § - % 989,108
Wastewater Utility Gross Revenue Requirement $ 1,263,116 & 466,866 $§ 466,866 $ 988,152 §$ 3,185,000
Classification Factor 39.7% 14.7% 14.7% 31.0% 100.0%

Sources: The City of Fort Bragg; MuniFinancial

Table 21: Loading and Unit Rate Calculations

Projected Discharges to Concentration Calculated Loading
Customer Class the Sewer System (hcf)  Flow Factor BOD (mg/l) 88 (mg/l) BOD (Ib/yr) BOD Factor S8 (Ib/yr) SS Faclor
Residential
Single Family Residential 118,113 39.9% 200 200 147,365 292% 147,365 32.3%
Mobile Home 49,718 16.8% 200 200 62,031 12.3% 62,031 13.6%
Commercial
Multi Commercial 1,342 0.5% 450 450 3,767 0.7% 3,767 0.8%
Very Low Slrength 2,380 0.8% 20 150 297 0.1% 2,227 0.5%
Low Strength 13,456 4.5% 140 100 11,752 23% 8,394 1.8%
Medium Low Strength 7,549 2.5% 250 100 11,773 2.3% 4,709 1.0%
Domestic Sirength 67,796 22.9% 200 200 84,587 16.7% 84,587 18.5%
Medium Strength 7.117 2.4% 450 240 19,979 40% 10,656 23%
High Strength 28,851 9.7% 910 740 163,783 32.4% 133.187 28.1%
Total 296,322 100.0% 505,335 100.0% 456,923  100.0%

Sources: The City of Fort Bragg. MuniFinancial; Slate Waler Resources Conirol Board Revenue Program Guidelines
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Table 22: Loading, Unit Rate, and Allocation Factors Calculations

Flow Factors

Customer Class Flow Factor BOD Factor SS Factor
Residential
Single Family Residential 39.9% 29.2% 32.3%
Mobile Home 16.8% 12.3% 13.6%
Commercial
Multi Commercial 0.5% 0.7% 0.8%
Very Low Strength 0.8% 0.1% 0.5%
Low Strength 4.5% 2.3% 1.8%
Medium Low Strength 2.5% 2.3% 1.0%
Domestic Strength 22.9% 16.7% 18.5%
Medium Strength 2.4% 4.0% 2.3%
High Strength 9.7% 32.4% 29.1%
Totals 100.0% 100.0% 100.0%
Functionalization Factors
Flow Factor BOD Factor SS Factor Customer Costs
FYE 2008/09 to 2017/18 39.7% 14.7% 14.7% 31.0%
Allocation Factors
Customer Class Flow Factor BOD Factor SS Factor
Residential
Single Family Residential 15.8% 4.3% 4.7%
Mobile Home 6.7% 1.8% 2.0%
Commercial
Multi Commercial 0.2% 0.1% 0.1%
Very Low Strength 0.3% 0.0% 0.1%
Low Strength 1.8% 0.3% 0.3%
Medium Low Strength 1.0% 0.3% 0.2%
Domestic Strength 9.1% 2.5% 2.7%
Medium Strength 1.0% 0.6% 0.3%
High Strength 3.9% 4.8% 4.3%
Totals 39.7% 14.7% 14.7%
Sources: The City of Fort Bragg; MuniFinancial
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Development of Wastewater Rates

Following the distribution of the revenue requirements to the classification factors, these
requirements are used in the development of new wastewater rates. Based on the analysis
conducted for the City in this rate study, a rate schedule has been developed which, if
implemented by the City, should generate enough revenue to cover estimated expenses and
maintain the desired wastewater fund balances depicted.

Calculation of Proposed Wastewater Rates

Tables 25 and 26 show the projected amount of discharge for each customer class as well as
the projected number of customers. Note that the projected future discharge was calculated
using a growth factor of one-half percent (0.5%) and the number of customers was
calculated using a growth factor of one-half percent (0.5%).

Table 27 shows the wastewater rates for the study period. Note that all classes are charged a
base charge and a consumption chatge (based on 100 cubic feet of water consumption).
Please note that the consumption charge for SFR will be based on their winter average of
water consumption. This amount will be updated annually.

The base rate is calculated by dividing all customet costs of the wastewater system by the
total number of estimated customer accounts. The monthly discharge rates are
calculated by dividing the non customer costs by the estimated discharge.
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Table 25: Projected Discharge

Customer Class Base - 2007 FY 2008/2009 FY 2009/2010 FY 2010/2011 FY 2011/2012 FY 2012/2013
Residential
Single Family Residential 118,113 118,704 119,297 119,894 120,493 121,096
Mobile Home 49,718 49,967 50,216 50,468 50,720 50,973
Commercial
Multi Commercial 1,342 1,349 1,355 1,362 1,369 1,376
Very Low Sirength 2,380 2,392 2,404 2,416 2,428 2,440
Low Strength 13,456 13,523 13,591 13,659 13,727 13,796
Medium Low Strength 7,549 7.587 7,625 7,663 7,701 7,740
Domestic Strength 67,796 68,135 68,476 68,818 69,162 69,508
Medium Strength 7,117 7,153 7,188 7.224 7,260 7,297
High Strength 28,851 28,995 29,140 29,286 29,432 29,580
Total 296,322 297,804 299,293 300,789 302,293 303,804
Cuslomer Class FY 2013/2014 FY 2014/2015 FY 2015/2016 FY 2016/2017 FY 2017/2018
Residential
Single Family Residential 121,701 122,309 122,921 123,536 124,153
Mobile Home 51,228 51,484 51,742 52,001 52,261
Commercial
Multi Commercial 1,383 1,390 1,397 1,404 1,411
Very Low Strength 2,452 2,485 2477 2,489 2,502
Low Strength 13,865 13,934 14,004 14,074 14,144
Medium Low Strength 7,778 7,817 7.856 7,896 7,935
Domestlic Sirength 69,855 70,205 70,556 70,908 71,263
Medium Strength 7,333 7,370 7,407 7,444 7,481
High Strength 20.727 29876 30,025 30,176 30,326
Total 305,323 306,850 308,384 309,926 311,476
Note: Estimaled discharge for FY 2008/09 through 2017/18 inflated by .5% from base year 2007.
Base - 2007 discharge for Single Family Residential based on water consumption from Novembr to February.
Sources: The City of Fort Bragg; MuniFinancial
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Table 26: Projected Customer Accounts

Customer Class Base - 2007  FY 2008/2009 FY 2009/2010 FY 2010/2011 FY 2011/2012 FY 2012/2013
Residential
Single Family Residential 2,036 2,046 2,056 2,067 2,077 2,087
Mobile Home 1,004 1,009 1,014 1,019 1,024 1,029
Commercial
Multi Commercial 23 23 23 23 23 24
Very Low Strength 3 3 3 3 3 3
Low Strength 14 14 14 14 14 14
Medium Low Sirength 8 8 8 8 8 8
Domestic Slrength 335 337 338 340 342 343
Medium Strength 14 14 14 14 14 14
High Strength 71 71 72 72 72 73
Total 3,508 3,526 3,543 3,561 3,579 3,597
Cusiomer Class FY 2013/2014 FY 2014/2015 FY 2015/2016 FY 2016/2017 FY 2017/2018
Residential
Single Family Residential 2,098 2,108 2,119 2,129 2,140
Mobile Home 1,034 1,040 1,045 1,050 1,085
Commercial
Multi Commercial 24 24 24 24 24
Very Low Strength 3 3 3 3 3
Low Strength 14 14 15 15 15
Medium Low Strength 8 8 8 8 8
Domeslic Strength 345 347 349 350 352
Medium Strength 14 14 15 15 15
High Strength 73 74 74 74 75
Total 3,615 3,633 3,651 3,669 3,687
Note: Estimated accounts for FY 2008/09 through 2017/18 inflated by 0.5% from base year 2007.
Base - 2007 customer account tolals include all residential and commercial unils,
Sources: The City of Fort Bragg: MuniFinancial
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Table 27: Calculation of Wastewater Rates

Fiscal Year FY 2008/2009 FY 2009/2010 FY 2010/2011  FY 2011/2012 FY 2012/2013
Base Rate 3 1450 $ 1740 % 20.01 § 2202 % 22.90
Discharge Rate (Per HCF)
Residential
Single Family Residential $ 413 § 496 § 570 $ 6.27 3 6.53
Mobile Home 413 4,96 5.70 6.27 6.53
Commercial
Multi Commercial 6.01 7.21 8.29 9.12 9.49
Very Low Strength 3.30 3.95 4.55 5.00 5.20
Low Strength 3.53 4.23 4.87 5.35 5.57
Medium Low Strength 3.92 4.70 5.41 5.95 6.18
Domestic Strength 413 4.96 5.70 6.27 6.53
Medium Strength 5.18 6.22 7.15 7.86 8.18
High Strength 8.79 10.55 12.13 13.34 13.87
FY 2013/2014 FY 2014/2015 FY 2015/2016 FY 2016/2017 FY 2017/2018
Base Rate $ 2381 § 2476 % 2576 § 2679 % 27.86
Discharge Rate (Per HCF)
Residential
Single Family Residential $ 6.79 § 706 $ 734 % 763 § 7.94
Mobile Home 6.79 7.06 7.34 7.63 7.94
Commercial
Multi Commercial 9.86 10.26 10.67 11.10 11.54
Very Low Strength 5.41 5.63 5.85 6.09 6.33
Low Strength 5.79 6.02 6.26 6.51 6.77
Medium Low Strength 6.43 6.69 6.96 7.24 7.52
Domestic Strength 6.79 7.06 7.34 7.63 7.94
Medium Strength 8.51 8.85 9.20 9.57 9.95
High Strength 14.43 15.01 15.61 16.23 16.88
Sources: The City of Fort Bragg: MuniFinancial
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CONCLUSION

The proposed water and wastewater rate schedules are based on the City’s projected
revenue requirements over the next ten fiscal years. The proposed rates are designed to
generate additional revenues to promote revenue adequacy throughout the ten fiscal year
planning period. In addition, the rates were designed to satisfy Proposition 218
regulations. '

We recommend that the City adopt the proposed rate structures to ensure that the water
and wastewater system has a stable cash flow stream in order to provide for ongoing
costs and debt service and allow for the funding of reserves for unscheduled expenses.
We also recommend setting a policy of targeting an operating fund balance of 90 days
of annual operations and maintenance expenses to ensure that funds are available for
emergency purposes and to mitigate future rate shocks.
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