Public Hearing:
New Water Rates and Fees

Agenda Item C.1.
Board of Directors
June 11, 2024




Background: District’s FYE 2025 Revenue Profile

Most of the District’s revenue is
assigned to specific funds and is not
discretionary.

i.e. revenue from water rates cannot
be comingled with other funds or be
used for anything other than the
water fund’s needs, and vice versa.

The water system is a standalone
system and must obtain funding
sufficient for the proper operation of
the water system.
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Background: Water Rate Setting Timeline
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All of our water rates and charges
are lower today than what the
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Every aspect of the
rate study and its
implications have
been discussed in

public meetings.
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Background: Meetings Held on Water Rates and Fees
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Water rate and fee study kickoff

Outlined expectations of study

Goals and considerations

Capacity fee findings, water assets valuation
Water assets valuation

Connection and capacity fees study approved
Connection and capacity fees amended
Financial revenue and expense projections reviewed
Cost of service reviewed

Initial water rates and fees reviewed

Water rate and fee study approved

Public Hearing RMWD.ORG &




Water Rate Study: How Water Revenue Is Used

Rates and charge revenues are
primarily used to purchase water
from the San Diego County Water
Authority and energy from the San
Diego Gas & Electric.

Operations &
Infrastructure Rehab
The remaining revenue is used to 41%
manage the District’s service area
spanning 75 square miles, over 9,700
accounts, 13 pump stations, 22
tanks, 27 pressure reduction
stations, 41 booster pumps, and 220
miles of water distribution pipelines.
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Water Rate Study: Water Sales (acre feet)
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MWD rates are charged to
SDCWA before being
assessed to the District

The District needs to pass
through SDCWA rate
increases

~

Table 5. Option 1 —Rates and Charges

Rates & Charges Current

Effective January 1st

2024

Proposed % Increase
(Decrease)

2025

Water Rate Study: Cost of Purchased Water

MWD Adopted Rates & Charges for 2025 & 2026

Components impacting exchange of QSA supplies increase 9% in 2025 and 11% in 2026

Proposed % Increase
2026 (Decrease)

*Based on Tier 1 for 2024

San Diego County
Water Authority

Source: San Diego County Water Authority,

adapted from Metropolitan Water District of Southern California

Supply Rate ($/AF) §332* 5290 -13% $313 8%
System Access Rate (S/AF) $389 $463 19% $492 6%
System Power Rate ($/AF) $182 5159 -13% $179 13%
Treatment Surcharge (S/AF) $353 5483 37% $544 13%
Full Service Untreated (S/AF) $903 $912 1% $984 8%
Full Service Treated ($/AF) $1,256 $1,395 1% $1,528 10%
RTS Charge (M) $167 $181 8% $188 4%
Capacity Charge ($/cfs) $11.200  $13,000 Bk $14,500
Overall Rate Increase 5% i " [ 8.5%

RMWD.ORG




San Diego’s cost of electricity has
increased 13% annually since the
previous study took effect, a 63%
cumulative increase.

Water Rate Study: Cost of Energy / Electricity
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San Diego’s cost of natural gas has

increased 10% annually since the
previous study took effect, a 53%
cumulative increase.

Water Rate Study: Cost of Energy / Natural Gas
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The District’s pumping rate was
set in 2019 with the intention of
passing through any SDG&E rate
increase.

This pass-through was never
implemented though. Pumping
rates have been stagnant.

The new rates realign the
District’s pumping revenue to
cover energy costs from SDG&E.

Water Rate Study: Pumping Rate (Revenue)
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Water Rate Study: Capital Infrastructure Spending
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The impact of the proposed
changes are dependent on each

customer’s meter size, applicable
service rate, and water usage.

Water Rate Study: Proposed Rates

Volumetric rates per hundred cubic feet, or 748 gallons

Table 1-1: Financial Plan Recommendations

_ FYE 2025 FYE 2026 FYE 2027 | FYE 2028 | FYE 2029

Revenue Adjustments 9.0% 7.0% 7.0%

Pass-through of SDCWA costs Yes Yes Yes

7.0%
Yes

Current Effective Effective Effective Effective Effective
Rate® Variable July 1,2024  July 1,2025 July 1,2026 July1,2027 July1, 2028
Rates (Year 1)*  (Year2)®  (Yeard)® — (Year4)® — (Year))
General Treated $7.25 $7.27 57.78 $8.32 $5.90 $9.52
General Treated - AG $7.69 §7.27 §7.78 $8.32 $8.90 §9.52
PSAWR Treated $6.37 $5.84 $6.235 $6.69 $7.16 $7.66
General Unfreated 5688 $6.26 $6.70 57.17 57.67 5821
FPEAWR Unfreated %536 $4.83 §5.17 §5.53 502 $6.33
Construction Treated £0.80 §7.27 £7.78 £8.32 £8.20 8052
Energy/Pumping %098 $1.47 $1.57 51.68 $1.80 51.93
Monthly Service Charge
Current Effective Effective Effective Effective Effective
Meter® Fixed July 1,2024  July 1,2025  July 1,2026 July1,2027 July1, 2028
Charge (Year 1)* (Year 2)* (Year 3)* {(Year 4)* (Year 5)*
344" oy smaller $38.47 54654 $49.80 £33.29 $37.02 $61.01
i $30.33 %7383 $79.02 $84.53 $90.47 $96.80
7.0% F a2 11091 £14093 £130.79 $161.35 5172 64 $184 72
Ves 2" £176.11 £225.19 £24095 25782 £27587 £205.18
R $366.16 $417.00 $445.19 $477.42 $510.84 $346.60
4" 364823 604 41 £743.01 79502 383067 $01022
a" - $1.364.60 $1.460.12 $1.562.33 $1.671.69 $1.788.71
Fire Service - $10.30 $11.02 $11.79 $12.62 $13.50




Water Rate Study: Typical Customer Impact

A significant portion of
the rate increase is to
realign pumping rates
to cover energy costs
kincurred from SDG&E.

Service Charge 5 38.47
RNWD S 39.83
SDCWA 6.71
General Treated Water 79.75
RMWD 22.55 1.7 cents
SDCWA 57.42
per gallon
Pumping 10.78 16.17
Monthly Total Invoice 5 129.00 5 142.68
customer impact s 13.68

Customer impact is an estimate and is based on using 11 units of water per month.

Treated water customers used an average of 10.5 units per month in FY2023.
Median usage was 8.4 units per month.

RMWD.ORG




Water Rate Study: District Impact

Without the proposed rate Reserves
changes, the District’s financial 2 §25
reserves would be reduced % -
below the minimum allowed $20
levels within approximately 18
months. $15
510
/Although the District’s financial \ 45
reserves will not increase for
several years, the proposed $0
Changes WI” Set the DiStriCt on a FYE 2025 FYE 2026 FYE 2027 FYE 2028 FYE 2029
path toward financial health for mm Total Reserves ——Minimum V@ ximum

the next decade. /
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Public Hearing

1.  Any property owner or any tenant directly responsible for the payment of
such rates may submit a written protest to the proposed increases to the
rates; provided, however, that only one protest will be counted per identified
parcel.

2. Each written protest must: (1) state that the identified property owner or
tenant is opposed to the proposed water rate increases; (2) provide the
location of the identified parcel (by assessor’s parcel number or street
address) where the water service is provided; and (3) include the name and
sighature of the property owner or tenant submitting the protest.

3. Protests submitted via e-mail or other electronic means will not be accepted.

4. Oral comments are not considered as written protests for Proposition 218
purposes.

5. Oral comments may be provided at the Public Hearing and are limited to 3
minutes per speaker.

RMWD.ORG




Public Hearing (continued)

6. Upon the conclusion of the public hearing, the Board of Directors can consider
the adoption of the proposed rate increases.

7. If written protests against the proposed rates are not presented by a majority
of the property owners or customers of the identified parcels upon which the
rates are proposed to be imposed, the Board of Directors is authorized to
adopt the proposed rate increases via adoption of ordinance.

8. The Board can vote to adopt an amount lower than what was in the
Proposition 218 notice, but it cannot adopt any rates that are higher than
what was included in the notice.

9. Additionally, the proposed ordinance, if approved, authorizes the District to
pass through increases from the SDCWA.

RMWD.ORG
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Ramona Municipal
Water District

Water Rates and Fees

= RAFTELIS
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i LEGAL REQUIREMENTS

PROPOSITION 218
1. AN AGENCY CANNOT COLLECT REVENUE BEYOND WHAT IS NECESSARY TO PROVIDE SERVICE

2. REVENUES DERIVED BY THE CHARGE SHALL NOT BE USED FOR ANY OTHER PURPOSE OTHER THAN
THAT FOR WHICH THE CHARGE WAS IMPOSED

3. THE AMOUNT OF THE FEE MAY NOT EXCEED THE PROPORTIONAL COST OF SERVICE FOR THE
PARCEL

4. NO CHARGE MAY BE IMPOSED FOR A SERVICE UNLESS THAT SERVICE IS ACTUALLY USED OR
IMMEDIATELY AVAILABLE TO THE OWNER OF PROPERTY

5. A WRITTEN NOTICE OF THE PROPOSED CHARGE SHALL BE MAILED TO THE RECORD OWNER OF
EACH PARCEL AT LEAST 45 DAYS PRIOR TO THE PUBLIC HEARING

GOVERNMENT CODE — SECTION 53756 (PASS-THROUGH PROVISION)

ALLOWS AN AGENCY TO AUTHORIZE AUTOMATIC ADJUSTMENTS THAT PASS-THROUGH INCREASES IN
WHOLESALE CHARGES



FIXED CHARGES AND FIXED REVENUE

* FIXED CHARGES/REVENUE IS LIKELY THE MOST COMMON CLIENT QUESTION

« FACT: EACH AGENCY HAS A DIFFERENT APPROACH/LEVEL OF FIXED CHARGES

% of Revenue from Fixed Middle/
Charges Average

LADWP 0%
Orange

Mesa Water

San Dieguito (Encinitas)
Oxnard

Hi-Desert

Huntington Beach
Pasadena WP

RMWD

Mammoth Lakes

Big Bear

Shafter

23%
27%
27%
27%
35%
43%
42%
30%

55%
85%
67%
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FIXED CHARGES AND FIXED REVENUE

« CHAPTER IV.7 IN THE AWWA M1 MANUAL DISCUSSES FIXED CHARGES.

« “IT HAS BECOME COMMON PRACTICE TO RECOVER FIXED COSTS AS DEFINED BY
TRACTIONAL ACCOUNTING, THROUGH A CONSUMPTION CHARGE”

Costs Recovered through Pros of collecting a high Cons of collecting a high

Fixed Charges (M1 Manual) | proportion of costs through a | proportion of costs through a
fixed charge fixed charge

Customer billing & meter Promotes revenue stability Make water less affordable

reading especially for low volume users

because of high fixed charges

Meter repair & replacement Aligns with traditional Poor conservation signal
fixed /variable cost definitions because a customer’s bill is
though not traditionally used less sensitive to volume

to set rates

A portion of Ready to Serve
Costs (for distribution system)

21



SUMMARY - FIXED CHARGES AND FIXED REVENUE

« AN AGENCY HAS DISCRETION REGARDING FIXED CHARGES AND FIXED COST
RECOVERY

* RAFTELIS WORKS WITH MANY AGENCIES, AND 25% TO 35% IS MOST COMMON,;
HOWEVER, THERE IS ABROAD RANGE

« RMWD FIXED RATE REVENUE IS 30% OF TOTAL RATE REVENUE. IF PROPERTY TAXES
REVENUE IS INCLUDED, FIXED REVENUE IS 37%

« THE STUDY FOLLOWS TYPICAL RATE-SETTING PRACTICE



Recommendation

ORDINANCE NO, 24-XXX

AN ORDINANCE OF THE BOARD OF DIRECTORS OF
RAMONA MUNICIPAL WATER DISTRICT MODIFYING
THE DISTRICT'S WATER RATES AND FEES TO BE
EFFECTIVE JULY 1 2024
WHEREAS, the Famona Municipal Water District (“District™) 1s organized and operates
pursuant to the Califorma Mumicipal Water Distnct Law of 1911, commencing with Section
71000 of the California Water Code, and has the authority to establish water-related rates in

1. Hold the public hearing, ot et

WHEREAS, the District is the water purveyor within its service area; and

WHEREAS, the District hired an independent consultant to prepare the 2024
Comprehensive Water Rate Study, and the Board of Directors of the District reviewed and

. L
' ' I I ' ‘ approved the 2024 Comprehensive Water Rate Study from Raftelis Financial Consultants which
2 O Rece] Ve pu b l] C CO e n tS ) mcludes estimated reasonable costs of providing water services and the revemue sources
available to cover the costs of providing such water services which include proposed adjustments
to water rates and fees; and

. . . . . \‘-H_ERE.—'LS_.. Dism staff’ has.rm.'iewed the past and present Distmct eng'j..uee.ring
3. Determine if there are sufficient written gt oy o e Dt 1 el e il prcon
with the recommendations for the proposed water rates and fees; and

p ro te S tS ) WHEREAS, notice of a public hearing in connection with the proposed modification to
water rates and fees was duly given and the public hearing therein set forth was duly held on
Jume 11, 2024.

NOW, THEREFORE, be it ordained by the Board of Directors of Ramona Municipal

4. Approve the rate and fee changes Approve

Section 1. The matters set forth in the recitals to this Ordinance are true and comect

the rate and fee changes to be effective July T o e et v e

Section 2. Pursuant to Proposition 218, the Board of Directors on April 16, 2024,

1, 2024, for Year 1, and subsequent Year 2-5 T o e s 0 g o of 3 P g,

Notice was mailed to property owners and customers within District
boundaries no less than 45 days prior to the Public Hearing, set for June

increases effective annually on July 1 from 11,02 Th B o bl i on e 1. 024, drog

which the Board heard and considered the comments of all persons
0 appearing at the Heanng and all wntten protests submutted prior to the
202 5 -2028 by adopt] ng the attac hed close of the Public Hearing. The President of the Board determined that
) the Board did not receive written protests by a majority of the owners or
.
Ordinance.

customers of record of the affected properties served by the District.

RMWD.ORG
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