Proposed Water Rates and
Charges,
Calendar Years 2017 and 2018
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Process
® Information Board Letter February, 2016

® Workshop #1 February 8, 2016

® Workshop #2 February 23, 2016

® Workshop #3 March 7, 2016

* Receive input at Public Hearing on March 8

* Distribute Cost of Service Report March 15,
2016

* Workshop #4 March 22, 2016

* April 11, 2016: Recommendation by F&l|
Committee, and Workshop #5, if needed

* April 12, 2016: Board Action
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Revenue Trend
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Demand Management
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Summary of Financial Policies

®* Maintain AAA/AA+/Aal ratings

* Achieve/Maintain coverage ratios
e Debt service coverage = 2.0
e Fixed charge coverage =1.2

* PAYGO funding

e 60 percent per year
e |[ntegral to maintaining coverage targets
e Provides financial flexibility
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Projected Rate Increases & Financial Metrics
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Proposed Rate Elements

2016 2017 2018
Approved Proposed Proposed

Tier 1 Supply Rate ($/AF) $156 $201 $209
Tier 2 Supply Rate ($/AF) $290 $295 $295
System Access Rate ($/AF) $259 $289 $299

Water Stewardship Rate ($/AF) $41 $52 $55

System Power Rate ($/AF) $138 $124 $132
Treatment Surcharge ($/AF)* $348 $313 $320
Readiness-to-Serve Charge ($M) $153 $135 $140
Capacity Charge ($M revenues) $43 $34 $37

*A proposal was presented to the Board for consideration to address fixed cost recovery
of Treatment costs which are currently only recovered through a volumetric rate.
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Proposed Full Service Costs and Charges

% Increase % Increase
Approved | Proposed | (Decrease) | Proposed |(Decrease
Full Service Untreated Volumetric Cost ($/AF)
Tier 1 $594 $666 12.1% $695 4.4%

$728 $760 4.4% $781 2.8%
$348 $313 (10.1%) $320 2.2%

Full Service Treated Volumetric Cost ($/AF)*
Tier 1 $942 $979 3.9% $1,015 3.7%
Tier 2 $1,076 $1,073 (0.3%) $1,101 2.6%
RTS Charge ($M) $153 $135 (11.8%) $140 3.7%
Capacity Charge ($M) $43 $34 (21.5%) $37 8.8%

*A proposal was presented to the Board for consideration to address fixed cost recovery
of Treatment costs which are currently only recovered through a volumetric rate.
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Estimated Overall Rate Impacts By
Service Type, CY 2017
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Proposed Fixed Treatment Charge:
Objectives

®* Cost of Service

®* Align charges with service commitment /
Investment

* Cost recovery - revenue stability
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Proposed Fixed Treatment Charge

®* Proposed 100% volumetric rates are $313/AF effective
January 1, 2017 and S320/AF effective January 1, 2018

®* Proposed fixed/variable option recovers sum of
Treatment Demand and Standby costs through a fixed
charge

e ~38 percent of Treatment Revenue Requirements

recovered through a fixed charge; FY 2016/17 =
S97.5M, FY 2017/18 = S101.7M

Remaining costs, ~62 percent, recovered through a
volumetric rate of approximately S195/AF effective
January 1, 2017 and $S197/AF effective January 1,
PAONRS

®* Total treatment revenue requirement recovered under

either volumetric or fixed/variable option
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Proposed Fixed Treatment Charge:
Options

®* Fixed-Minimum and Volume Method
* 10-Year Rolling Average
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FY 2016/2017 Member Agency Revenue Requirement Impacts
(HYPOTHETICAL PRO FORMA - FOR EXAMPLE ONLY)

Member Agency

Option #1 (Recommended)

Option #2

Status Quo Treated Water
Surcharge

Minimum: 1998-2007 or
2006-2015 TYRA

10-Year Rolling Average
(NO PEAKING AND NO
MINIMUM)

Anaheim

Western MWD

$1,236,208

14,883,317

$1,722,775

13,864,158

Total

$257,479,354

$257,479,354
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