RAMONA MUNICIPAL WATER DISTRICT

AGENDA MEMO &

Agenda Item No. F.2.
Regular Board Meeting of February 11, 2020

Jim Robinson, President
and Members of the Board of Directors
Ramona, CA 92065

RE: DISCUSSION AND POSSIBLE ACTION TO APPROVE THE PROPOSITION 218 NOTICE
FOR UNTREATED WATER PUMPING RATES AND TO SET A DATE FOR A PUBLIC
HEARING.

Members of the Board:

Purpose
Discussion and possible action for the Ramona Municipal Water District Board of Directors to

approve a Proposition 218 Notice for Untreated Water Pumping Rates and set a date for the
Proposition 218 public hearing on April 14, 2020 at 2:00 p.m.

Background
Proposition 218 “The Right to Vote on Taxes Act” requires local government agencies to hold a

public hearing to consider protests against proposed increases in those water rates which are
affected by Proposition 218. The Notice for the public hearing with the proposed increases is
required to be sent to affected property owners at least 45 days prior to the public hearing.
Accordingly, this agenda item concerns the proposed Notice for untreated water pumping rates.

In 2017 the District contracted with an independent consulting firm, Raftelis Financial Consultants
(RFC), to review the District’'s water rate and fee structure. This review included operations costs,
maintenance requirements, and infrastructure needs of the District's water systems and analyzed
appropriate and proportional water rates and fees. RFC reviewed and updated its analysis in 2019
and issued a 2019 updated rate study and analysis report (RFC Report, Attachment 3), including
consideration of projected operations, maintenance, and infrastructure costs beginning with Fiscal
Year (FY) 2019/20. The RFC Report concluded that the District should increase its rates and fees
for the coming fiscal years for the District to continue to provide water service to its customers.

RFC recommended increases for five Fiscal Years (FY19/20-23/24), that associate to a 7%
revenue adjustment each year. District staff reviewed the methodology of the 2019 Report by RFC
and agreed with the recommendations.
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The rates and fees proposed were adopted by the Board in summer 2019 for a five-year period,
with the final adjustment authorized for FY2023/24. As calculated from the RFC analysis, the water
rates and fees do not exceed the cost of providing water service to District customers. The cost of
providing water service includes not only immediate operating costs, but long-term operating and
capital needs as well. Water rates and fees are used by the District only to provide ongoing water
service to District customers, in proportion to the costs necessary to provide water service to each
customer.

Discussion

Pumping Needs

The District imports 100% of the treated and untreated water from the San Diego County Water
Authority (SDCWA) that is delivered to customers on demand. SDCWA water is collected at the
connection point into SDCWA aqueducts located west of Espola Road in Poway. It is then routed
through the Poway Pump Station located approximately 718 feet above Mean Sea Level (MSL).
From this pump station, untreated water is pumped to Lake Ramona (1,150 feet MSL) and
delivered to approximately 6,200 acres of agricultural lands in the Highland Valley area through
various reservoirs with the highest in elevation being over 1,800 feel MSL (Gillette Reservoir).
Treated water is pumped to the Mt. Woodson Reservoir (1,800 feet MSL) and West End Tank
(1,700 feet MSL) and then delivered to Ramona treated customers through the treated water
distribution system. Both the treated and untreated water systems rely on several booster pumps
throughout each system to deliver water to higher elevations. The current rate structure includes a
uniform pumping /energy charge that is designed to capture the significant costs of pumping water
to and throughout the District.

As a way to continue improving the review and evaluation of rate structures, Staff completed the
Water Pumping Cost Analysis, Report, and Rate Recommendations (“2019 Pumping Report”,
Attachment 2), which analyzed costs associated with pumping to customers in both the treated and
untreated water systems. Total revenue requirements calculated for pumping match those included
in the RFC Report, which through the 2019 Pumping Report were split between the systems based
on the District’s actual experiences over the past several years. The report provides a method to
separate out the pumping charges between the treated and untreated water systems and provides
the following recommendation:
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Proposed 4-Yr Pumping / Energy Rates ($/ccf)*

2021 2022 2023 2024

Customer Classes Proposed Proposed Proposed Proposed

Pumping / Pumping / Pumping / Pumping /
Energy Rates | Energy Rates | Energy Rates | Energy Rates
Treated Per Unit $0.98* $1.05* $1.12* $1.20*
Untreated Per Unit $1.32* $1.41* $1.51* $1.61*

*Proposed rates do not include future potential pass-through increases in energy costs from SDG&E which the District
will consider authorizing via the pass-through ordinance at the public hearing. The pass-through ordinance will
authorize the District to pass through to all appropriate water customers future increases in the cost of energy supplied
by SDG&E related to pumping costs. The ordinance will authorize increasing the dollar amount of the pumping
charges equal to the dollar amount of the increase in the suppliers’ rates and the cost of energy supplied by SDG&E
beginning July 1, 2020 and terminating on July 1, 2024, provided that no such increase shall exceed the cost of
providing the applicable service. The total pass through impact on any given retail rate over a rolling three-year period
shall not exceed a 35% increase. Pass-through increases are needed in order to maintain the safety and reliability of the
District’s water system and to avoid deficits and depletion of financial reserves from rising costs which are outside the
control of the District. Pass-through amounts could be added (in addition) to the figures shown above, starting on the
July 1, 2020 effective date.

To gain perspective on currently approved uniform pumping rates, the below table indicates the
annual approved charges per unit pumped (rates approved through 2024 via Ordinance 19-454). If
the proposed rates are approved at the April 2020 public hearing, treated water customers would
see a decrease in pumping charges from approved rates, effective 7/1/2020, by 7.5% per unit
pumped. This savings is compounded in proposed versus adopted rates for each additional year of
the adopted versus proposed pumping rates for treated water customers. The most dramatic
customer savings is 8.4% per unit beginning with rates effective 7/1/2024. These savings would
impact and be realized by ~97% of water accounts the District serves.

Approved 5-Yr Pumping / Energy Rates ($/ccf)

2021 2022 2023 2024
Current

Customer Pumping Adopted Adopted Adopted Adopted

Classes Pumping Pumping Pumping Pumping

Relize Rates Rates Rates Rates

| EffectiveDate: | | 7/1/2020 7/1/2021 7/1/2022 7/1/2023

All Customers $0.99 $1.06 S1.14 $1.22 $1.31

The District’s methodology was analyzed by Raftelis, who confirmed the appropriateness of the
costs, analysis, calculations, and proposed rates in Exhibit 1 to the 2019 Pumping Report.
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Notices and Protest Hearing

Attached is the proposed Proposition 218 Notice (Notice, Attachment 1) to increase the rates for
pumping to untreated water customers only, with timelines consistent with the remaining 4-year
adjustments to water rates and fees authorized by the Board in summer 2019. If approved by the
Board in April, untreated water pumping rates for Year 1 would be effective July 1, 2020, and
thereafter annually on July 1 from 2021 through 2023.

Following Board authorization, the Notice will be mailed to the appropriate RMWD customers. At
the noticed hearing, the Board may choose to review and adopt rates less than the maximum
allowed by the Prop. 218 Notice but not more than specified in the Prop. 218 Notice for the four
specified years. Amounts noted in the Notice would limit the Board to a “cap” on rate increases
specified by the Prop. 218 Notice. A new Prop. 218 Notice and Public Hearing would be required
to adjust rates above a Board adopted Prop 218 Notice.

We recommend that the public hearing be scheduled for April 14, 2020, which would allow for
meeting the Proposition 218 noticing requirements of 45 days to pass after mailing of notices
before a governing body is able to hold hearings to consider rate adjustments.

Fiscal Impact
No fiscal impact. As indicated in the attached draft Notice, the proposed increases would fund the

costs of providing pumping services to untreated water customers. The revenue requirements
would be recovered at like amounts as the existing rate structure but split the total out between
treated and untreated pumping costs. Therefore, if the proposed rates are approved after the
Proposition 218 Hearing in April 2020, there will be no fiscal impact to the District.

Recommendation
Staff respectfully recommends that the Board:

1. Authorize sending out the Notice to affected property owners, and
2. Set a date for the Proposition 218 public hearing on April 14, 2020 at 2:00 p.m.

Prepared by: Craig Schmollinger, Chief Financial Officer

Submitted by: David Barnum, General Manager

ATTACHMENTS:

Attachment 1 Draft 4-Year Notice for untreated water pumping rates F.2. Page 5-7
Attachment 2 2019 Pumping Report F.2. Page 8-15
Attachment 3 Adopted Report from RFC on 2019 water rate updates F.2. Page 16-26
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