

https://meet.goto.com/239928765










































http://www.meinersoakswater.com/



http://www.meinersoakswater.com/














































































































































RAFTELIS 11

Project Understanding

The Meiners Oaks Water District is governed by a five-member Board of Directors with seven full-time employees
managing operations. The District has planned various capital projects in the coming years to replace existing aging
infrastructure. The District recovers rate revenue through a water availability charge, a meter capacity charge, a
uniform volumetric rate, and a Casitas pass-through surcharge. The main objective of the study is to develop a
comprehensive financial plan to fully fund annual water operating and capital expenses through cost-of-service-
justified rates and charges that meet state and federal requirements.

Approach and Methodology

We have developed the following proposed services and approach based on our extensive experience in completing
utility fee and feasibility studies for other local governments, while accounting for the considerations identified by
the City in its Request for Proposals (RFP). The approach has been tailored to address the specific objectives and
concerns identified in the RFP while maintaining those elements that we believe are essential for a successful
project. We have used a similar project approach on many of our rate study projects and utility feasibility studies for
utilities throughout California, the West Coast, and the U.S.

We recognize this is a multifaceted project ranging from financial planning to rate setting to cost of service and
longer-term water use projections. This project will require rigorous adhesion to California law and policy,
including the ever-evolving requirements of Proposition 218.

Raftelis will develop water rates according to the American Water Works Association (AWWA)’s M1 Manual,
which is the textbook and industry standard used by water rate practitioners, so that the costs of water service are
recovered from customer classes in proportion to the cost of serving those customers. Raftelis will work through the
District’s data in a deliberate manner, described below, to develop financial recommendations and water rates that
align with Proposition 218, industry standards, and the District’s goals and study objectives.

Task 1: Data Collection and Background

Kickoff Meeting

Raftelis will start the rate-making process with a due diligence phase to better understand the goals for the rate
study. This includes a kickoff meeting with District staff, data collection, and review of all relevant documents and
available reports related to the water systems, in addition to financial, customer, and water use data. The kickoff
provides a forum to discuss goals and objectives, policies, and methodologies, as well as finalize the work schedule
to ensure that the project progresses as smoothly as possible. Raftelis will prepare a meeting agenda and send it to
the District prior to the meeting. Following the meeting, Raftelis will prepare detailed meeting minutes.

Prior to the kick-off meeting, we will submit a detailed data request so that the District can assemble the appropriate
data. The Project Team will study this data to understand how the District’s revenue streams, operating and capital

expenses, and customer base and use patterns have changed since the prior rate study.
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RAFTELIS 12

An important part of the kick-off meeting will be a discussion of pricing objectives. We will begin by presenting an
overview of potential pricing objectives and discussing them with staff. Based on the pricing objectives identified,
Raftelis will make suggestions as to the most appropriate rate structures for evaluation, and appropriate financial
reserves, to meet the District’s objectives.

Project Management

Our management approach stresses transparency, communication, teamwork, objectivity, and accountability to
meeting project objectives. Raftelis will communicate with District staff on an ongoing basis throughout the study to
ensure the integrity and reliability of the project’s outcome. Project management duties extend to:

Regular calls and correspondence with the District’s project manager

Scheduling milestones and deliverable dates on a recurring basis to ensure the project remains on schedule
Scheduling and executing internal meetings, deliverables reviews, and deadlines

Providing timely invoices in the District’s preferred format

One virtual Kick-off meeting

Data request list
Kick-off meeting agenda, presentation materials, and meeting minutes

Task 2: Financial Plan Development

Raftelis will develop a ten-year cash flow analysis to inform a proposal for the next five years of rate adoption. We will
strive to minimize sharp rate increases and fluctuations. In the development of the financial plan model tool, we will:

Develop a ten-year revenue requirements analysis for FY2026/2027 through FY2030/2031

Forecast rate revenue under existing rates and other operating and non-rate revenues.

Review existing financial plans, budgets, actuals data, and capital improvement plan programs

Review and discuss growth assumptions and type of growth anticipated

Develop historical billing analysis to validate current rate revenue recovery

Review service charges, water rates, and any conservation discounts

Forecast operations and maintenance (O&M), repair and replacement (R&R) capital, expansion capital
(based on master plan results or other engineering reports), and existing and proposed debt service
Incorporate new positions and any changes in operating efficiencies, if appropriate

Identify the projects eligible for debt financing or state loans based on timing, duration, and the amount of
the project. Raftelis can present financial plan alternatives considering specific projects financed through

revenue bonds, State Revolving Fund (SRF) loans, Water Infrastructure Financing and Innovation Act
(WIFIA) loans, etc.

Project inflation over the study period using Agency-specific data, industry-specific data, and other
published forecast inflation data

Ensure financial planning scenarios meet the District’s financial metrics and debt service coverage
requirements over the study period

Research and discuss industry trends regarding the level of debt financing and operating reserves to assist the
Agency in further clarifying related financial policies

Facilitate virtual meetings with District staff to discuss alternatives to the financial rate model and select
optimum options
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o Develop an ‘optimal’ revenue requirement financial plan balancing a mix of cash funding and debt financing
capital projects (if applicable) while meeting reserve targets and debt service coverage requirements and
minimizing revenue increases

e (Calculate annual rate revenue adjustments needed through the study period

o Evaluate the impacts of source water cost increases and appropriate forecasting of volumes and unit costs
from various sources

Raftelis’ models include an interactive and dynamic dashboard that allows for easy manipulation of variables
including per capita water assumptions, use of debt for capital financing, capital scenario analysis, various changes to
reserves policies, and other customized variables for comparison of revenues and expenses under different scenarios.
We will work with District staff to examine different demand scenarios based on the Water Use Trend Analysis Task
2, recent legislation (i.e., Making Conservation a California Way of Life), and any inclusion of price elasticity of demand
factors.

Several features of the model’s dashboard include the ability to show or indicate:

1. Revenue adjustments required over the planning horizon to meet debt coverage, fund capital projects, and
achieve reserve targets

2. Reserve balances and reserve targets as well as debt service coverage ratios (days cash on hand, reserve
funding levels)

3. Projected operating costs and revenue streams

4. Operating cost breakdown (O&M, water purchases, debt service payments, pay-as-you-go (PAYGO)
capital, etc.)

5. Different capital funding sources such as PAYGO (rate funding), debt financing, or grant funding

We will work with District staff to determine the most appropriate financial plan and rate design. Raftelis models
are designed to be user-friendly while being flexible enough to show the District’s sensitivity to various assumptions,
allowing both District staff and the Board to make informed decisions.

e Two virtual meetings with District staff to develop the Financial Plan
¢  One in-person meeting with Administration Committee to present Financial Plan results
e One in-person meeting with Board of Directors to present Financial Plan results

e Financial Plan model in Microsoft Excel
e Presentation materials in Microsoft PowerPoint

Task 3: Cost-of-Service Analysis

The annual costs of providing water services will be allocated among customer classes commensurate with their
service requirements — i.e., how they use the water system. Costs are identified and allocated to cost components
and distributed to respective customer classes according to the industry standards provided in the A WWA M1
Manual.

Task 3.1 Water Cost-of-Service Analysis

The cost-of-service analysis will be based on industry standards and methodologies approved by the AWWA and
described in their Manual M1 Principles of Water Rates, Fees and Charges (co-authored by Raftelis staff).
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Cost allocations among customer classes for water will likely be based on the AWW A-approved Base-Extra
Capacity approach which focuses on the different usage patterns (or peaking characteristics) demonstrated by each
customer class. During the water cost of service analysis Raftelis can evaluate the District’s distinct customer classes
if the District would like to explore that rate design option. Based on the revenue requirement identified in the
financial plan, water expenses, such as the purchase, treatment, and distribution of water, are allocated to cost
causation components, including supply, delivery, capacity-related costs, meter-related costs, customer costs,
conservation costs, and other direct and indirect costs consistent with industry standards.

Throughout the water cost allocation process, Raftelis will incorporate the District’s policy considerations, as well
as current federal, state, and local rules and regulations such as Proposition 218. Raftelis will rely on the unique cost
of service analysis framework developed over multiple prior studies as the foundation of the new analysis. We will
liaise with the District’s legal counsel on rates to ensure proposed cost allocations bases and cost recovery rationale
is consistent with Proposition 218, recent case law, and overall defensibility of rates.

Task 3.2 Comprehensive 5-Year Cost-of-Service Study

This proposal includes a description of the extent of work effort, strategy, and project cost estimates of

developing and implementing the next comprehensive five-year Water Cost of Service and Rate Design Study. This
includes the Methodology and Scope of Work sections of this proposal as well as the separate Resource Allocation,
Cost Estimate, and Fee Schedule.

o Two meetings to discuss cost allocations and technical water system characteristics

e Cost of service analysis in Microsoft Excel

Task 4: Rate Model/Rate Design

Properly designed rates support and optimize a blend of various utility objectives, such as affordability for essential
needs, fairness and equity, revenue stability, and ease of implementation. Raftelis will develop comparable rate
alternatives according to the District’s objectives, with consideration of industry standards and defensibility
considering recent legal challenges and Proposition 218.

Task 4.1 Develop Rate Design Options

Raftelis will develop a water rate model with the flexibility to evaluate at least three alternative rate structures. The
model will have the capability to examine the different rate structure scenarios to enhance revenue stability, fully
fund operations and capital projects through rates, further promote rate affordability, and address fairness of rates
within each class. Raftelis will examine the current uniform rates, and the recovery of fixed and volumetric revenues
based on fixed and volumetric costs.

Tiered Rates

In today’s rate-setting environment, it is imperative to show the nexus between the cost to serve water and the rate
charged for service in each tier. For any tiered structure, Raftelis will calculate and demonstrate the nexus between
costs and rates by tabulating the tiered rates to show each unit cost component individually. These cost components
may include water supply costs, system delivery costs, capacity or peaking costs, meter servicing costs, customer
service costs, and conservation costs, among others. This rate derivation will communicate to customers the cost
drivers behind the rate in each tier and each class. An example of our build-up of “rate components” to final
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commodity rates is shown in the table below. The five rate components, derived from the cost of service, are
summed to derive the final commodity rates.

Svl\: :t:I; Delivery Peaking Conservation Rg:fsll:e Pr;g:)essed
Residential
Tier | $1.82 $1.96 $0.92 $0.00 ($0.32) $4.39
Tier Il $4.04 $1.96 $1.22 $0.00 ($0.32) $6.91
Tier lll $6.45 $1.96 $1.91 $0.10 $0.00 $10.43

During our analyses, we will examine how the current tiers and tier breakpoints serve the utility’s objectives and
discuss any recommended revisions. We design our rate models to allow for multiple rate scenario analyses to
show:

1. Different rate structures based on achieving different policy and rate philosophy objectives

2. Different levels of water use - for example an optimistic, most likely, and pessimistic scenario

3. Varying breakpoints for tiered water rates

Task 4.2 Comparison of Alternative Rate Design Structures

Rate adjustments stem from a change in the total rate revenue needs and/or a change in the rate structure. The total
rate adjustment can sometimes cause “rate shock” to certain customer groups. In our impact analysis graphics, we
calculate estimated monthly bills at each level of usage assuming the proposed rate structure was already in place to
determine the true impact of the new rate structure. The customer impact analysis will include a series of tables and
figures that show projected rate impacts by customer class at various levels of usage. Understanding customer
impacts, and taking corrective action, if necessary, allows us to design public outreach strategies for generating
customer buy-in and successful rate implementation. As an example, the customer impact illustration shown below-
left indicates that a customer with a 5/8-inch meter using 20 hcf per billing period will see a $0.80, or 1.2%, increase
in the bimonthly bill. We also calculate the bill impacts in aggregate to be able to appreciate how different rate
proposals and structures impact classes in aggregate. This visual has proved powerful in discussions with staff and
elected officials when entertaining changes to rate structures.

Sample Bi-Monthly CustomerBills w/ 5/8 inch meter % Bills All Customer Bill Impacts
5160 35% 32%
s120 30%
a0 25%
o N I i || =
<0 . . . l 15% 13% 10% 11%
Bi-Monthly Usage 20 hef 25 hef 30 hf 40 hef 50 hef e 2 9%
WY 2015 Bills  $64.21 §73.21 $8221  $101.31  $120.41 i
W CY 2016 Bills  $65.01 $72.81 $80.61  $110.41 = $140.21
0%
Impact (3) 50.80 -S040 | 5160 59.10 $19.80 $043  §3-65  $5510 $10-520 S20-550  >$50
Impact (%) 1.2% -0.5% -1.9% 9.0% 16.4% $ Change in Bi-Monthly Bills

Proposed rates will be designed to be defensible and to fall within regulatory and legal requirements. While Raftelis
is not a law firm, we have helped numerous agencies throughout the State develop rates and rate structures that are
defensible and meet Proposition 218 requirements. Raftelis assisted the Sweetwater Authority, City of San Juan
Capistrano, and Soquel Creek Water District with revised rates after recent legal challenges. We will work with the
District’s Special Counsel on water rates throughout the Study to ensure the Special Counsel, staff, and the Raftelis
Project Team agree prior to presenting any modifications to, or new, rate structures in a public forum.
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Raftelis will discuss preliminary results with staff during two webinars and one in-person meeting. In the meetings,
we will discuss the benefits and challenges of each rate structure and each scenario and refine the options that will
be presented to the Administration Committee and the full Board of Directors.

Task 4.3 Model Training

After rate adoption, Raftelis will update the financial plan and rate model to reflect any changes to the rate structure
so that future revenue projections and customer classifications are consistent with any changes made during the rate
study. Upon completion of the model update, Raftelis will conduct a model training session so that the District can
independently update the model as needed. Throughout the model development process, we will share the model
and different functionalities with staff so that the webinar session acts as the culmination of ongoing training and to
address final questions related to model updates and functionality.

e Two virtual meetings with District staff to discuss rate options and one virtual meeting with District staff to
discuss the comparison of alternative rate structures

e One in person meeting with Administration Committee to present Rate results

e One in person meeting with Board of Directors to present Rate results

e Rate models and customer bill impacts in Microsoft Excel
e Presentation materials in Microsoft PowerPoint
e Final Financial Plan and Rate Model in Microsoft Excel; presentation materials

Task 5: Rate Survey

As requested in the RFP, Raftelis will conduct a rate survey of up to six other neighboring agencies as part of the
Financial Plan and Rate Model. The survey will serve to compare the District’s proposed rates and sample bills to
each agency.

e Rate survey in Microsoft Excel as part of the final Financial Plan and Rate Model

Task 6: Draft and Final Reports

The last step of the rate-making process, and in part to comply with Proposition 218 requirements, documents the
Study results in a Study Report to inform the public about the proposed changes, the rationale and justifications
behind the changes, and their anticipated financial impacts in lay terms. The Study Report serves as part of the
District’s administrative record to justify the proposed rates.

Task 6.1 Draft Report
The draft report will include an executive summary highlighting the major issues addressed, decisions reached, and
recommended rates developed during the Study. The main body of the report will include a brief physical
description of the water systems and District characteristics, details of the financial plan and reserve policies, cost of
service analysis, rate design details, and the proposed rates. It will also contain a discussion on rate structure
selection and rate design assumptions. The methodology describing the cost of service, rate calculations, and
proposed five-year rates will be described in detail so that the nexus between costs and rates is clearly defined and
understandable. Raftelis will provide draft reports to staff and external legal counsel for review. Raftelis will
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complete a Draft Report in time for both the Rate/Budget Board Committee and the Board of Directors meetings
where the Board will select their preferred rates. Any changes, comments, and feedback will be incorporated into
the final models and Final Report.

Task 6.2 Final Report

Recent legal challenges and court decisions have emphasized the importance of a thorough administrative record
and defensible methodology of the final rates for service. To ensure that the Study includes a thorough administrative
record, the Final Report will include an exhibit listing all assumptions and methodologies used to develop the
financial plan, allocate costs to serve customers, and derive rates. The Report will lead the reader from the adopted
budget through final rates and customer impacts, with the ability to do the math along the way. Raftelis will
incorporate changes, comments, and edits from District staff and legal counsel when completing the final report.

e  One virtual meeting with District staff and legal counsel to discuss and review the draft report
e One virtual meeting with District staff and legal counsel to discuss and review the final report

e Presentation materials
e Draft and Final Study Reports in Microsoft Word and Adobe PDF

Task 7: Proposition 218 Notice and Public Hearing

Raftelis will present the results and proposed multi-year rates to the Board of Directors and ratepayers at a public
hearing. The presentation will review the rationale behind the rates including the overall revenue needs, any rate
structure changes, and estimated customer impacts. We will be available to address any questions from the Board or
the public. Presentation materials will be provided to District staff well before the Public Hearing for review.

Proposition 218 mandates specific procedural requirements to be followed for the adoption of new rates and charges
for parcel-related services, water included. Raftelis will review and provide suggestions on the notice. The notice
should outline the proposed water rate changes, discuss the drivers of the rate changes, explain the payer’s right to
challenge the proposed rates, and that the District will meet and comply with all procedural requirements of
Proposition 218. Once the notices have been printed and mailed to the District’s customers, a Public Hearing to
adopt or reject the rates may be scheduled as early as 45 days after postmark.

e Raftelis attendance and participation at the Public Hearing

e Reviewed Proposition 218 notice content; presentation materials
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Schedule

Raftelis will complete the scope of services within the timeframe shown in the schedule below, assuming a notice-to-
proceed by the beginning of May 2025, timely receipt of necessary data, and the ability to schedule meetings as
necessary. Project completion is estimated for March 2026.

TASKS

Oct Nov Dec Jan Feb Mar Apr May Jun
2025 2025 2025 2026 2026 2026 2026 2026 2026

1. Data Collection and Background ® 0

2. Financial Plan Development ® ® ®

3. Cost-of-Service Analysis o ® ]

4. Rate Model/Rate Design @ o | @

5. Rate Survey 9

6. Draft and Final Reports o ® & 0

7. Proposition 218 Notice and Public ®
Hearing

8. Model Training o @
9. Optional Task

10. Optional Task

In-persan Meetings
® Web Meetings
@ ODeliverables

If the District elects to extend the project completion schedule beyond the initial timeframe, we will work with
District staff to identify any necessary revisions to the project budget. With the depth of more than 190 consulting
professionals, and specifically the current and anticipated workload of the individuals assigned to this project, we
have the availability to provide the requested services in a timely and efficient manner to meet the scheduling
requirements and objectives of the District. As a rule, Raftelis operates at a company-wide project utilization of
approximately 65% to 75%. This level of utilization, which we expect to continue through the proposed timeline of
this project, will provide the project team with ample time to allocate to the District’s engagement.

Raftelis actively manages the distribution of our staff hours to ensure we allocate the necessary resources to meet the
needs of each of our clients. Raftelis’ executive and management team participate in a weekly conference call to
review the number of consulting hours required to meet the needs of our clients during the upcoming week. This
weekly meeting allows our project managers to deploy our consulting staff in a flexible manner that ensures a
suitable level of hours will be devoted to each client.
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References

Below, we have provided descriptions of projects that we have worked on that are similar in scope to the District’s
project. We have included references for each of these clients and urge you to contact them to better understand our
capabilities and the quality of service that we provide.

Metropolitan Water District of Southern California

Reference: Malcolm Hamilton, Principal Resource Specialist
700 N. Alameda Street, Los Angeles, CA 90012 / P: 805.232.4048 / E: mhamilton@mwdh20.com
Size of Agency Staff: Over 1,800

Raftelis completed a cost-of-service and pricing analysis for Metropolitan’s reuse system. The Pure Water Southern
California (PWSC) program will produce up to 150 million gallons per day (“MGD”) of purified recycled water
from a new advanced water purification (“AWP”) facility located at the Sanitation Districts of Los Angeles County
Joint Water Pollution Control Plant (JWPCP) site. The PWSC program will also feature a new regional
conveyance system that will deliver water for non-potable needs and recharge four regional groundwater basins for
indirect potable reuse. It will also include up to 25 MGD of purified water for direct potable reuse. As part of this
project, Raftelis lead an evaluation of cost recovery alternatives and pricing structure for the PWSC program. The
purpose of the evaluation was to identify and assess potential alternatives for the allocation and recovery of PWSC
program costs in a manner consistent with Metropolitan’s Rate Structure Framework, common industry practices
and cost-of-service principles. Raftelis has provided consulting services to Metropolitan Water District of Southern
California (MWD) since 1998. In 2010, we completed an “Independent Review of FY 2010/11 Cost of Service and
Rate Setting Process”. This engagement includes confirming the following items:
o Cost of service is consistent with California law, specifically government code section 54999.7 and with
MWD Act and Administrative Code
e Cost of service is consistent with water industry best practices, and complies with the AWWA'’s Manual
M1, Principles of Water Rates, Fees, and Charges
e The 2010 proposed rates (including wheeling rates) are consistent with Board policies and, more specifically,
with the 2001 Rate Structure Framework
o The 2010 cost of service model is accurate and consistent with the 2001 cost of service model

In addition, as a part of the independent review process, Raftelis identified the potential opportunities to improve
MWD'’s cost of service, rate structure and methodology.

City of Pomona

Reference: Chris Diggs, Water Resources Director
PO Box 660, Pomona, CA 91769 / P: 909.557.4963 / E: chris_diggs@ci.pomona.ca.us
Size of Agency Staff: 318

Raftelis helped the City of Pomona (City) establish water, wastewater and recycled water rates. The City moved
from a three-tiered rate structure for single-family customers and a two-tiered rate for all other customers to tiered
rates for residential customers only. The City also implemented pumping rates for customers who reside at high
elevations. All rates were based on the cost to serve customers in accordance with Proposition 218. This City also
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reduced their fixed charge slightly so that customers can realize lower water bills should they choose to reduce water
use.

The City also temporarily removed an in-lieu franchise fee, which was transferred to the general fund, until it
delineated the general fund costs that are associated with this transfer.

Montecito Water District

Reference: Laura Camp, Public Information Officer
583 San Ysidro Road, Santa Barbara, CA 93109 / P: 805.969.2271 / E: lcamp@montecitowater.com

The Montecito Water District (MWD) provides water service to a mix of residential and agricultural users in coastal
Santa Barbara County. The District has a wide variety of source waters including groundwater, local surface water,
State Project Water, and desalination water contracted with the City of Santa Barbara. The District hired Raftelis in
late 2019 to provide rate-setting, communications, and other services to the District. The 2020 rate study included
restructuring of the District’s water rates and inclusion of the water supply agreement with the neighboring City of
Santa Barbara into the District’s cost structure. Beginning in December 2019 Raftelis conducted multiple workshops
with the Board of Directors to develop a rate and policy framework to determine how costs are allocated and
recovered from their numerous customer classes and water users. The updated rate structure addresses the Board’s
policy objectives and better reflects the District’s customer demographics and water demand patterns. Final rates
were presented to the Board in April 2020 with a Proposition 218 Public Hearing in June 2020. The first of five
years of rates was implemented on July 1, 2020.

The rate study included working with the District’s Public Information Officer to develop outreach materials, create
a stakeholder engagement and communications plan, and assist with public meetings. Raftelis’ creative services
developed mailers, the Proposition 218 public notice, standalone infographics, and presentation materials for the
District. Raftelis developed a comprehensive Strategic Communications and Stakeholder Engagement Plan to guide
the District through a public process to adopt a new rate structure and revenue increase required to invest in
diversified water resources to help insulate the District’s customers from drought impacts. Subsequent to the rate
study Raftelis engaged the District to complete a staffing survey for the District’s personnel based on local, region,
and national peers and industry trends.

As we drew close to completing a comprehensive cost-of-service study for Montecito Water District, Raftelis was
asked to support the District’s stakeholder engagement, strategic communications, and efforts to comply with
California’s Proposition 218 requirements. We developed a comprehensive Strategic Communications and
Stakeholder Engagement Plan to guide the District through what a public process to adopt a new rate structure and
revenue increase needed to invest in diversified water resources to help insulate the District’s customers from
drought impacts. Our strategies, tactics, and messaging worked together to build awareness for the need for
increased revenue to fund this critical investment. In the end, the rate change recommendation earned favorable
media coverage, the unanimous support of the Board, and no effective opposition.

Goleta Water District

Reference: Francis Chan, Administrative Manager/CFO
43885 S. Grimmer Boulevard, Fremont, CA 94538 / P: 805.879.4615 / E: fchan@goletawater.com
Size of Agency Staff: 75

Goleta Water District (District) is one of the member agencies of the Central Coast Water Authority (CCWA)

which contracted with DWR to import State Water Project (SWP) water to the Santa Barbara/San Luis Obispo
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area of Central California. The District had been severely impacted by the drought in the late eighties and early
nineties and had not issued new connections for several years. There were major cost implications resulting from the
project.

Raftelis assisted the District with reviewing water rates, determining system development fees, developing reclaimed
water rates, and financial planning. Review of agricultural rates, which were less than one-third of the urban rates,
was a major component of the study. Raftelis developed a 10-year financial plan for the District and reserves were
evaluated. A strategy was developed to reduce the burden associated with meeting the 125% debt coverage. We also
reviewed agricultural rates with agricultural customers. Urban customers wanted to maintain the semi-urban nature
of the community and supported the lower agricultural rates. System development fees were determined based on
the capitalized value of future debt service for SWP and reclaimed water. Raftelis provided a manual explaining the
rate model and we provided training on the use of the model.
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Fee Information

The following table provides a breakdown of our proposed fee for this project. This table includes the estimated
level of effort required for completing each task. Expenses include costs associated with travel and a $10 per hour
technology charge covering computers, networks, telephones, postage, etc.

Our scope of work includes the number of in-person and/or virtual meetings shown in the table below. Should the
District require additional meetings or presentations to stakeholders, these can be arranged upon request at an
added cost, which will be determined based on the scope and content of the meeting and/or presentation requested.

Tasks \ﬁl‘l.l..lal In-persnn Total | Total Fees &
Meetings | Meetings Hours Expenses
1. Data Collection and Background 1 18 54 180
2. Financial Plan Development 2 2 29 £7,493
3. Cost-of-Service Analysis 2 17 $3.975
4. Rate Model/Rate Design 3 2 40 £10,108
5. Rate Survey (5] $1,360
6. Draft and Final Reports 2 38 £8,320
T. Proposition 218 Motice and FPublic Hearing 1 21 £6,453
Total Meetings / Hours 1 5 169 -
Total Professional Fees | $39,545
Travel Expenses | $655
Technology Fee | $1,690
Total Expenses | $2,345

Total Fees & Expenses $41,890
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Exceptions

We request that the District consider making the following modifications, shown in red below, to the Professional
Services Agreement. Please contact us if you have any questions or concerns about these preferred modifications.

2. Consultant’s Responsibilities; Other Employment. Consultant accepts therelationship-ef trust-and the
confidence established between it and MOWD by this Agreement and hereby eevenants as follows: (i) to furnish its
best skill and judgment and to perform the Services in the most expeditious and economical manner consistent with
the interests of MOWD; (ii) to cooperate with MOWD and MOWD'’s staff, representatives, Consultants,
subcontractors, consultants and other service providers; and (iii) to provide sufficient organization and qualified
personnel and management so that all Services are performed in a professional and reasonably timely manner.
Consultant represents and warrants that it is duly licensed and qualified to perform the Services referenced herein
and that it has the necessary skill, training, experience and expertise to perform such Services in a first-class and
professional manner. Consultant’s services to MOWD shall be on a non-exclusive basis and Consultant shall not be
precluded from rendering services to any other person or entity so long as such other services do not interfere with
the rendition of Consultant’s Services hereunder or otherwise conflict with the provisions of this Agreement.

7. Licenses and Legal Requirements. Consultant warrants to MOWD that it has secured all necessary
licenses, permits, insurance and bonds, if any, for performance of the Services covered by this Agreement.
Consultant further warrants that the Services performed hereunder will be performed in a manner consistent with all
applicable federal, state and local laws, statutes, ordinances, codes, rules, regulations and other legal requirements
applicable to the Services hereunder, and in accordance with such skills, demeanor, appearance and conduct as is
standard in the industry.

rees: Consultant agrees to and
shall 1ndernn1fy defend (by counsel reasonably acceptable to MOWD) and hold harmless MOWD and each of
MOWD’s officers, directors, members, employees, agents,representatives; successors and-assigns (collectively,
“Indemnitees”), from and against any-and-al claims, demands, damages, judgments, suits, actions, causes of action,
losses, liabilities, costs and expenses efanykind,nature-or-deseription, including attorneys’ fees and court costs,
relating to or arising out of the performance of the Services hereunder, any to the extent caused by the negligent acts
or omissions of Consultant or any of Consultant’s agents or employees, and/or any material breach by Consultant
of any representation, warranty, covenant, duty or obligation of Consultant under this Agreement. The obligations
to indemnify shall be effective regardless of whether the claim or loss is caused in some part by the Indemnitee(s),
except to the extent arising out of or caused by the sole negligence or sole willful misconduct of the Indemnitee(s).
The indemnity herein shall not extend to include compliance with Proposition 218. All of Consultant’s obligations
under this Section 12 shall survive the expiration or other termination of this Agreement for a period of thirty-six
months.
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RAFTELIS 24

Explanations for Requested Modifications:

Article 2 contains language that expands Raftelis’ obligation and the relationship with the District to make
Raftelis a fiduciary. This is problematic in that it creates a higher duty to the District. We would like to
modify this language to make it less impactful.

Article 3.1 makes completion of the project more that 30 days after the stated term a material breach of the
contract and would expose Raftelis to a claim for damages.

The indemnity is very broad. We would like to amend it to bring it in line with what our insurance company
will insure. We would also like to add a disclaimer that the indemnity will not include compliance with
Proposition 218. Raftelis will still be responsible for the tasks in the Scope, but compliance with Proposition
218 will not be part of the indemnity.
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Meiners Oaks Water District

Proposal for a
Water Rate Study
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Alison Lechowicz - Principal | alison@Itmuniconsultants.org
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— 909 Marina Village Parkway #135

LT MUNICIPAL Alameda, CA 94501
‘l CONSULTANTS (510) 545-3182

LTmuniconsultants.com

August 15, 2025

Summer Ward, Assistant General Manager/Board Secretary
Meiners Oaks Water District

202 W. El Roblar Drive

Ojai, CA 93023

Dear Ms. Ward,

LT Municipal Consultants (LTMC) is pleased to submit a proposal for a Water Rate Study to the Meiners
Oaks Water District (MOWD or District). LTMC is a women-owned firm founded by Alison Lechowicz and
Catherine Tseng that focuses on financial planning, rate and fee studies, and management consulting for
California public agencies. Alison and Catherine have over 30 years combined experience in municipal
consulting and public finance and have completed over 100 studies compliant with Propositions 218 and
26. All LTMC staff work out of our office in Alameda, CA.

We are a small firm that heavily focuses on rate studies for small utility purveyors serving populations of
30,000 or fewer. Recent examples of our work include water rate studies for the Christian Valley Park
Community Services District (Placer County, estimated population of 1,300), City of Rio Dell (Humboldt
County, population 3,400), Calaveras Public Utility District (Calaveras County, population 6,350), City of
Gonzales (Monterey County, population 8,600), and Maywood Mutal Water Company (Los Angeles
County, population 2,600). LTMC will bring our experience from these projects, as well as others, to our
work for the Meiners Oaks Water District.

We focus on providing a high degree of administrative support to our clients and practical
recommendations that are easy to understand and easy to implement. We will provide start-to-finish
project management to ensure the District meets Proposition 218 requirements including documenting
the cost of service, cost-justifying each component of the rates, drafting the notice of public hearing,
translating the notice as needed, and tabulating and certifying the results at the public hearing.

Our approach to the Water Rate Study is as follows:

Financial Analysis: LTMC analyzes revenue streams to meet immediate cash flow needs as well
as plan for regulatory compliance, future capital projects, deferred maintenance, and accumula-
tion of appropriate reserves. We will provide the District with a dashboard of financial variables
that clearly illustrate how various considerations will impact utility cash flows. Our final report
will provide the District with a financial roadmap that fully documents the cost of service.
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Utility Rate Design: To conduct the rate study, LTMC will review and update the volume rate per
hundred cubic feet, zone charges, meter fees, water availability charges, and the Casitas sur-
charge. Due to recent court rulings, tiered water rates are under increased scrutiny and are diffi-
cult to adopt. We propose to maintain the District’s existing rate structure while adjusting the
price of each rate component to meet the cost of service over the next five years. As part of our
study, LTMC will also provide a schedule of drought rates for water shortage emergencies and
advise the District on potential cost passthroughs from the Casitas Municipal Water District
and/or automatic inflationary increases.

Public Outreach: LTMC will assist staff with small group meetings with Board members, drafting
Proposition 218 notices, providing a script for the public hearing, conducting community out-
reach, and preparing materials for social media postings. Our approach is to understand any
“hot button” issues to respect political sensitivities. Our final documents will explain why costs
are increasing, stress the value of residents’ long-term investment in the District’s infrastruc-
ture, and describe the District’s cost saving measures.

Our firm has not undergone an external quality review or audit to date. However, we are proud to note
that our long-standing relationships with many repeat clients speak to the consistent quality and reliabil-
ity of our work. We also confirm that there have been no disciplinary actions taken or pending against
our firm within the past three (3) years, nor is there any pending or settled litigation involving our firm
during that period. LTMC has no conflicts of interest related to this study.

Our proposal to conduct the Water Rate Study is attached and is valid for 90 days. LTMC and its
employees are all licensed to work in California and agree to perform all work outlined in the RFP within
the periods established by MOWD. If you have any questions, please contact us.

Sincerely,

/‘ — sy,
/N2 oY 3

Alison Lechowicz, Principal and Authorized Representative
909 Marina Village Parkway #135

Alameda, CA 94501

(510) 545-3182 (office)

(209) 747-3106 (cell)

alison@LTmuniconsultants.com
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FIRM BACKGROUND

WHO WE ARE

LT Municipal Consultants is a women-owned firm founded by
Alison Lechowicz and Catherine Tseng. Our objective is to
provide financial consulting and management services to local
public agencies. Alison and Catherine have over 30 years
combined experience in municipal consulting and public
finance. Alison has experience working for a civil engineering
firm and a background in public administration. Catherine has
a background in urban planning and worked for the City of
Oakland before becoming a consultant.

LTMC is committed to providing professional services with
superior value and responsiveness. By using a small team
approach, our clients receive greater one-on-one attention
and can be assured that all work is conducted by highly
qualified professionals. Our clients are provided with direct
communication with the principal consultants who guide the
project through each step.

SERVICES

Nature of firm: Women-owned firm
organized as an LLC serving public

agencies exclusively located in California
Services: Utility Rate & Fee Studies,
Financial Planning, Capacity Fee Studies,
Utility Appraisal, Expert Witness, Public
Approval Process

Size of firm: Five staff members
consisting of four consultants and one
office manager

Location of office: Alameda, CA
Management staff: Alison Lechowicz and
Catherine Tseng

Years in business: 8 years

Languages spoken: English and Spanish

Utility Rate & Fee Studies

Utility rate studies deriving both traditional and
innovative rate structures that comply with
cost of service principles and Proposition 218
requirements. Address policy goals, customer
acceptance, and social influences.

Public Approval Process

Lead informational workshops to educate the
public about municipal finance. We provide
start-to-finish assistance in the rate and fee
approval process, including presentations to
decision makers, publication of reports, and
printing and mailing of notices.

Impact Fee/Capacity Charge Studies
Development impact fees and capacity charge
studies that offset the cost of expanding
infrastructure to serve new development
without placing a burden on existing
customers.

Financial Planning & Modeling
Comprehensive financial plans focused on
immediate needs as well as the long-term
viability of agencies. Our financial models are
flexible and user-friendly to allow for cash
flow sensitivity analysis and to illustrate the
impacts of policy decisions.
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ORGANIZATIONAL CHART

Alison Lechowicz Catherine Tseng
Principal Principal
50% ownership 50% ownership

Sophia Mills Calvin Weinstock Kate Flood

Financial Analyst Il Financial Analyst | Office Manager

ASSIGNED PROJECT TEAM

Alison Lechowicz
PROJECT MANAGER, LEAD FINANCIAL ANALYST

QUALIFICATIONS RESPONSIBILITIES
v' 18 years consulting experience Financing alternatives and
v Master of Public Administration cash flow projection

v' Testified as an expert witness at the CA Public Rate recommendations

Utilities Commission Public presentations

Sophia Mills

FINANCIAL ANALYST II

QUALIFICATIONS RESPONSIBILITIES

v 5years consulting experience Data gathering

v" Bachelor of Economics Financial modeling

and Bachelor of Spanish

v Fluent in Spanish Draft and final report

v Specializes in financial modeling Spanish translations
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Sophia Mills

sophia@LTmuniconsultants.com

(510) 529-8056

909 Marina Village Parkway
#135 Alameda, CA 94501

EXPERIENCE

o 5years at LTMC Municipal Consultants

EDUCATION

o Davidson College
Bachelor of Arts
Economics, Spanish

OTHER SKILLS

o Fluent in Spanish

REPRESENTATIVE ASSIGNMENTS
Below is a small sample of recently completed

projects. A more detailed resume with full history
of all projects can be provided upon request.

City of Anderson: Completed a water rate study to
address depleting reserves. Analyzed multiple rate
scenarios to minimize impacts to customers.

City of Rio Dell: Conducted a water and sewer rate
study to fund mandated capital projects and
eliminate operating deficit. Analyzed impacts of
alternative rate structures for each utility.

Town of Discovery Bay CSD: Water and sewer rate
study. Assisted the Town in rate updates to
accommodate new wastewater regulatory
requirements and capital project funding. Also
completed a water and sewer capacity fee study.

City of Gonzales: Conducted a water and sewer rate
study with a focus on industrial customers who use
the majority of water in the City. Also completed a
technical memorandum documenting best practices
for addressing industrial wastewater permit
violations.

City of Brisbane: Completed a water and sewer rate
study. The City last updated rates in 2013 but had
not done a comprehensive cost of service analysis
since 2001. The update simplified the water and
sewer rate structures to reflect actual costs.

City of Wasco: Completed a water and sewer rate
study. Designed a new water rate structure and
documented sewer flow and loading assumptions as
the basis of the sewer rates.
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COMPARABLE PROJECT LIST

LTMC heavily focuses our consulting practice on serving smaller public agencies. Provided below is a

sample of our recent assignments.

Nipomo CSD (Blacklake)

Christian Valley Park CSD

Quail Lakes Estates (Fresno CSA 47)
McMullin Area GSA

Kelseyville Waterworks District
Maywood Mutual Water Co.
City of Bishop

City of Rio Dell

City of Brisbane

City of Gonzales

Calaveras Public Utility District
City of Live Oak

City of Waterford

City of Fort Bragg

Templeton CSD

City of Tehachapi

City of Kerman

City of Kingsburg

Westborough Water District

City of Chowchilla

560

630

710
1,150
1,200
1,200
1,200
1,300
2,000
2,000
2,100
2,500

2,600

2,800

2,800

3,000

3,900

4,000

4,000

4,100

Blacklake Sewer Rate Study (2018)
Blacklake Streetlight Rate Study (2022)

Water Rate Study (2024)

Water and Sewer Rate Study (2025)
Groundwater Fee Study (2018 & 2023)
Water and Sewer Rate Study (2024)
Water Rate Study (2022)

Water and Sewer Rate Study (ongoing)
Water and Sewer Rate Study (2022)
Water and Sewer Rate Study (2023)
Water and Sewer Rate Study (2023)
Water Rate Study (2023)

Water Rate Study (2025)

Sewer Rate Study (2019 & 2024)

Impact Fee Study (2024)
Water and Sewer Rate Study (ongoing)

Water and Sewer Rate Study (2018)
Fire Impact Fee Study (2023)

Water and Sewer Connection Fee Study (2020)
Parks and Civic Connection Fee Study (2021)

Water and Sewer Rate Study (2018)
Water, Sewer, and Storm Drain Rate Study (2024)

Water Rate Study (2025)
Water and Sewer Rate Study (2024)

Water, Sewer, and Solid Waste Rate Study
(2020 & 2025)

CSA — County Service Area, CSD — Community Services District, GSA — Groundwater Sustainability Agency
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SPECIALIZED APPROACH

PROJECT MANAGEMENT

Our approach to our work is simple - we roll up our sleeves and get the job done. When initiating a
project, it’s impossible to know every twist and turn an assignment may take. Unexpected issues may
arise, out of scope tasks may be required, and political sensitivities may become uncovered. LTMC
strives to be flexible and responsive to our clients. We remain available to take on additional tasks,
coordinate between departments, agencies, and contractors, attend evening meetings, make
presentations, and provide clerical support such as printing and mailing of public notices. Successful
projects consist of both major deliverables and many small administrative tasks. It is key that our final
deliverables are easy for the District to understand and implement. We propose to organize our cash
flows based on existing budget categories to allow for the easy import or export of data between
documents. LTMC also structures our reports with reader-friendly executive summaries to allow the
general public to grasp key concepts.

FINANCIAL PLANNING

LTMC has conducted modeling, financial master planning, and cost of
service analysis for a wide range of public agencies. For example, in 2022,
LTMC conducted a financial master plan for the Fresno Irrigation District. _
LTMC developed a customized Excel model with a data entry dashboard ”Jfﬂ%ﬂt
and output sheet which clearly displays the projected results of all financial .-

variables entered including tables and charts that are designed to be easily
exportable to the District’s reports. For MOWD, we will analyze revenue
streams to meet immediate cash flow needs as well as plan for future
capital projects. We will provide the District with a dashboard of financial
variables that will clearly illustrate how various considerations such as grant vs. loan funding, regulatory
costs, and high vs. low capital improvement costs among others will impact water cash flows and
provide funding for compliance and infrastructure improvements. Our models are developed in MS
Excel and do not use any specialized software.

RATE DESIGN

Our approach to determining the District’s rate design is provided below.

Rate Structure and Legal Review: Water rates are highly litigious in California. The San Juan

Capistrano court case determined that tiered rates could no longer be based on conservation
goals and that each tier must be individually cost-justified. In 2024 and 2025, the courts handed
down even more restrictive rulings regarding tiered rates in the Coziahr v. Otay Water District
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case and the Patz v. City of San Diego case, respectively. Given these challenges, LTMC strongly
supports maintaining the Meiners Oaks Water District’s current uniform rate structure. As part
of this assignment, we will review these cases as well as other Proposition 218 requirements
with the District.

Drought Rates: LTMC will provide the District with a schedule of drought rates that can be
implemented during water shortage emergencies. We understand that the District has charged
over-allocation penalties in the past for customers exceeding their monthly allocations. LTMC
will evaluate drought allocation based on up to date water usage patterns and water supply. We
will provide cost-based drought rates or penalties that would make the District financially whole
even during periods of restricted water sales.

Passthrough Costs: We understand that the District connects to the Casitas Municipal Water
District for backup supply and customers are billed a Casitas surcharge. LTMC will review the fee
structure and provisions for passing these costs along to customers. Wholesale passthrough
provisions likely allow the District to automatically recover Casitas cost increases from
customers.

PUBLIC OUTREACH

Small districts have a greater likelihood of customers organizing against water rate increases and
achieving a majority protest. LTMC has conducted many controversial rate studies and can assist
Meiners Oaks Water District with public outreach and engagement. Early in the process, we will work
with the District to identify any political sensitivities, hot button issues, and concerned stakeholders.
LTMC will tailor our public documents to address any concerns before finalizing our recommendations.

LTMC will prepare and provide clear, informative, and Iﬁ Current Financial Standing

visually appealing public materials to support

transparency and build support from ratepayers. These s SMillions
. . . . . . 5 s20 Total Expenses: $1.72M
materials will be tailored for distribution through the S e
) . . . 516 Supplies & Equipment, $0.12
District’s website, printed handouts, presentation decks, o Eotesco 2 ST
mailers, etc. Typical public materials include 08 | o Aammistrewo Suza l
. . $0.6 $0.93M =
Presentation Slides, Reports, Rate Surveys, Frequently = - T
. . . $0.0 June 2025
Asked Questions (FAQs), Ballots, or Notices of Public _ r2025 Expenses
Hearing. 3 = |
- » oo . P

Recorded presentation with thumbnail
overlay provided by LTMC for a social media
posting.
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SCOPE OF WORK

TASKS

Provided below is our list of tasks to conduct the Water Rate Study. We agree to provide all services
described in the District’s Request for Proposals.

B I~ ¢ =

Task 1: Task 2: Task 3: Task 4:
Data Gathering Financial Plan Cost Allocation Rate Design
v —
v - o9 e
v —
2= B
Task 5: Task 6: OPTIONAL
Draft & Final Meetings & Task 7:
Reports Presentations Prop 218
Assistance

Task 1 — Project Kickoff and Data Gathering

Kickoff Meeting

LTMC will meet with District staff for a project kickoff meeting to review study goals, milestones, identify
project team members, and determine roles and responsibilities.

Data Gathering

Assemble the necessary data to complete the study. Wherever possible, LTMC will aggregate available
information from the District’s website and other public sources. The goal is to understand the District’s
financial standing, current rate structure, and utility billing information. A data needs list will be
provided to the District prior to the kickoff call.

10
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Task 2 — Financial Plan

Annual Revenue Requirements

With staff input, we will estimate future operating and capital expenditures to estimate annual revenue
needs. We will factor in projections of growth, repairs and replacements, cost escalation, water
conservation, regulatory compliance, and operational changes to ensure that all future expenses are
included.

Review Reserve Fund Targets

This subtask involves reviewing the current operating and capital reserve balances and evaluating
reserve targets for emergency reserves, rate stability reserves, long term capital reserves, short term
capital reserves, or other categories as appropriate. At minimum, our analysis will review the age and
condition of the system, annual depreciation costs, and expenses related to emergencies.

Review Capital Improvement Needs

Our cash flow analysis will isolate the impacts of
capital funding separate from increases needed to
fund other utility expenses. Typically, LTMC
suggests three capital funding scenarios: 1) bare
bones: fund only critical improvements, 2) priority
funding: fund critical projects plus high-priority,
level of service improvements, and 3) full funding:
fund all proposed projects. We will work with the

District to determine project affordability and
adjust our rate recommendations accordingly.
LTMC will review various financing options to fund capital needs, including pay-as-you-go/cash funding
and other debt financing alternatives, such as State loans/grants, bank loans, and certificates of
participation/bonds.

Cash Flow Projections

Annual revenue requirements and capital funding needs will be used to develop long-term cash flow
projections summarizing the financial position of the utility over the next 5 to 10 years. The cash flow
projections will estimate rate increases needed to meet annual revenue requirements, debt obligations,
and reserve fund targets under each scenario.

Sensitivity Analysis

Based on input from the project team, LTMC will incorporate rate sensitivity analysis to determine
affordability. We will determine rate impacts under various scenarios, possibly including cash funding of
projects, debt funding of projects, etc. Sensitivity analysis can often become an iterative process. LTMC
is flexible to run additional scenarios as needed.

11
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Task 3 — Cost Allocation

Evaluate Customer Billing Data
We will evaluate historical and current billing data including customer counts, meter size, and water
consumption.

Functionalize Costs
Functionalization is the allocation of expenses by major operating activity including water supply, peak
pumping, treatment, storage, transmission, overhead, and administration.

Allocation to Customer Classes

After costs have been categorized by function, costs are then allocated to each customer class based on
estimated water demand. The allocation to customer classes will be based on American Water Works
Association best practices and meet the proportionality requirements of Proposition 218.

Task 4 — Rate Design

Assess Current Rate Structure and Customer Classifications

Review the current rate structures and customer classifications to assess the advantages and
disadvantages of the existing systems and to determine compliance with industry standards and court
rulings. While compliance with Proposition 218 will guide all our recommendations, additional criteria
may include: the impact on customer bills, public understanding, revenue stability, ease of
implementation, compatibility with the existing billing system, and staff effort needed for
administration.

Rate Alternatives

Based on the criteria developed with staff and the cost of service analysis, we will identify alternative
rate structures or modifications to the current water rate structure as appropriate. Our primary goal for
this task is to ensure the District’s water rate structure complies with all relevant legal requirements.
LTMC strongly supports maintaining the District’s current uniform rate structure. As part of this task,
LTMC will also develop cost-based drought rates. These rates will be designed to fund the District’s cost
of water service even during cutback scenarios.

If modifications to the current rate structure are needed or desired, we will work with the project team
to phase in modifications, clearly explain why the changes are needed, and minimize the impact on
ratepayers. We will outline the advantages and disadvantages of each option. Additionally, we will take
into consideration staff’s time and capabilities to administer any changes and will ensure the District’s
billing system can accommodate proposed rate structure adjustments.

12
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This task includes a legal review of current and proposed rate design alternatives. As needed, we will
coordinate with legal counsel. For the final study, we will present rate structure options that meet both
the District’s needs and relevant legal requirements. LTMC will compare all our estimates and
recommendations with those used by other local entities.

Survey of Local Rates

We will prepare a survey comparing current and proposed bills to
other regional agencies. The survey will be summarized in tables
and charts that can be used for outreach, presentations, and the
final report. We can also prepare a bill comparison for different
customer classes or meter sizes if desired. The final list of

surveyed agencies will be determined by the District.

Bill Impacts

Based on the recommended rates, calculate the bill impacts for a sample of customers from various
customer classes. Impacts on economically disadvantaged and fixed income customers will be weighed.
If needed, develop an implementation plan to phase in adjustments.

Finalize Recommendations
Our final rate recommendations will include a five-year plan of proposed rates. The final plan will show
projected rates for each meter size for each year.

Task 5 — Draft & Final Reports

Submit a draft summary report for review and feedback. The report will summarize findings and
recommendations and discuss key alternatives when applicable. We will then incorporate all staff
comments and update recommendations accordingly. The final report will reflect input received from
staff and the Board of Directors. Our reports are intended to serve as the administrative record and will
be compliant with Propositions 218 and 26. We will also draft the District’s Proposition 218 notice of
public hearing and translate it into Spanish.

At the conclusion of the study, LTMC will submit an Excel-based financial model to the District. The
model will include all calculations, charts, and tables used in the report and will be “live” such that the
District can make adjustments to the calculations in the future should circumstances change. LTMC will
provide training to District staff on how to effectively use the model to analyze the rate impacts of dif-
ferent scenarios.

13
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Task 6 — Meetings & Presentations

To begin the study, we will hold a virtual kickoff meeting with the District as described in Task 1. As
needed throughout the study, LTMC proposes to conduct virtual meetings with the project team to
review progress, answer questions, and revise the calculations. The next steps are to provide a
presentation of our draft findings to the Board of Directors, revise our recommendations as needed, and
provide a presentation of our final recommendations to the Board. Our final meeting will be to attend
the Proposition 218 public hearing for rate adoption. Our proposal includes two (2) in-person meetings:
one (1) in-person meeting to review draft alternatives with the Board of Directors and receive input and
one (1) in-person meeting to conduct the Proposition 218 public hearing. Other meetings will be
conducted virtually. LTMC will prepare PowerPoint files and accompanying documents in advance for
project team review and inclusion with meeting materials.

OPTIONAL Task 7 — Proposition 218 Assistance

If desired, LTMC will coordinate and conduct all deliverables associated with compliance with
Proposition 218 including: aggregating the ratepayer and property owner mailing lists, drafting the
Proposition 218 notice, printing the notices, and certifying the mailing of the notices. The actual cost of
mailing the Proposition 218 notices is a separate charge and will be based on the number of mailers and
printing costs.

LTMC recommends public agencies use the Proposition 218
notice as an outreach opportunity to explain why the rate
adjustments are needed and to highlight what has been done
to help reduce costs. If requested, LTMC will also draft
additional outreach materials for customers such as newsletters
and FAQs. We will coordinate with the District’s legal counsel
for review of all Proposition 218 materials.
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DELIVERABLES

Data request list

Project management schedule

Evaluation of billing data including # of meters by size and water usage

Five-Year cash flows with anticipated funding sources and cost recovery

Review of prudent reserves and recommended reserve fund levels

Five-Year Financial Plan and Excel model

Rate design alternatives including new drought rates

Final five-year rate increase plan

Affordability analysis and rate survey of local agencies

Preliminary and final drafts of the rate study report (electronic and printed copies will be provided)
Two (2) in-person meetings/presentations with the District

Virtual progress meetings with staff; action items distributed to the project team

Proposition 218 public notice (including Spanish translation); printing and mailing provided by LTMC
is optional

Public outreach materials as needed

DISTRICT RESPONSIBILITIES

LTMC understands that the rate study process can be burdensome for public agencies. Our goal is to
take on as many administrative tasks as possible to streamline the study. LTMC will be responsible for all
project analysis and the preparation of meeting and presentation materials for project team and Board
meetings. Expected time commitment and information required from District staff can be estimated
based on the following tasks:

Respond to LTMC's data request consisting of items such as: budgets, audits, utility billing data, wa-
ter supply data, and capital improvement plans

Attend kickoff and progress meetings (agenda and materials will be provided in advance)

Review and comment upon draft and final reports

Review from the District’s legal counsel on recommendations, reports, and procedures

Discuss any political sensitivities or issues that may hinder fee adoption

Coordinate and schedule meetings with the Board and/or the public
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PROJECT SCHEDULE

Provided below is our schedule for the Water Rate Study. We propose to conduct progress meetings
with District staff about once a month through the Fall of 2025 and present the rate study results to the
Board in January 2026. We remain flexible to adjust the schedule to meet the District’s needs.

PROJECT TASK oCT NOV DEC JAN FEB MAR APR

I. Kick-off and Data Collection
2. Financial Plan

3. Cost Allocation

4. Rate Design

5. Draft and Final Reports D F
6. Presentations and Outreach I 2 3 |T| B 5[ PROP 6 218 |7|

D - drdft report sumbitted; F - final report sumbitted; orange boxes represent meetings - in-berson meetings are bolded

MEETINGS

Provided below is a sample meeting schedule that will be updated with input from the project team.

Meeting #1 (Virtual) Kickoff meeting with Project Team

Meeting #2 (Virtual) Review preliminary findings with Project Team

Meeting #3 (Virtual) Review revised recommendations with Project Team
Meeting #4 (In-person) Present the draft report to the Board of Directors

Meeting #5 (Virtual) Present final report to Board; initiate Proposition 218 process
Meeting #6 (Virtual) Virtual customer outreach presentation (if needed)

Meeting #7 (In-Person) Proposition 218 Public Hearing to adopt the rates

16

Page 95 of 106



REFERENCES

Calaveras Public Utility District
Water Rate Study (2023)

The Calaveras Public Utility District is located approximately 60 miles
southeast of Sacramento and provides water services to the communities
of Railroad Flat, Glencoe, Paloma, Mokelumne Hill, and San Andreas,
California. The District serves a population of roughly 6,350 people within
its over 35 square mile area. The District’s customer base includes both

rural areas and the more densely populated areas of San Andreas and Mokelumne Hill which include
residential customers, offices, schools, and businesses.

The District was operating at a deficit and had issued debt in 2021 to partially fund a replacement tank
at their water treatment plant. The project was also funded with existing reserves. The proposed rate
increases were developed to eliminate the operating deficit, meet debt service coverage, and to rebuild
reserves over time.

The study recommended changes to the District’s existing rate structure to align it with industry
standard methodologies. The existing rate structure included a base allotment of water in the fixed
monthly fee plus volume rates for consumption over the base. Under Senate Bill (SB) 555, base water
allotments could be considered non-revenue water and subject to auditing and/or other regulatory
measures by the state. The proposed new rate structure eliminated the base allotment. The fixed
monthly fees consist of a debt service charge for the tank project and a meter charge. The tiered rate
structure was also eliminated so that all usage is charged a single rate.

The proposed rates also included a schedule of drought rates, which would only be implemented during
a water shortage emergency. Under drought conditions, the base rate would remain the same, but

volume rates would increase according to the level of water cutback.

LTMC also assisted with the Proposition 218 process. We

Travis Small
drafted the notice of public hearing, coordinated with the Former General Manager
District’s Attorney for legal review, and conducted the printing Now at the City of Stockton
and mailing. The rates were implemented July 2023. travis.small@stocktonca.gov

(916) 716-3287
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T SV A Christian Valley Park Community Services District
,Q&\sﬂhﬂ VALIEY p 4

Eemmaunity Services Distriet

Water Rate Study (2024)

Located in Placer County, the Christian Valley Park Community Services
_ District (District) provides water service to approximately 630 residential
customers as well as the California Conservation Corps in Auburn, CA. The

District purchases raw water from the Placer County Water Agency
(PCWA) and receives water from the Bowman canal system which is treated at the District’s water treat-
ment plant.

In June 2024, Alison Lechowicz completed a Water Rate Study for the District that recommended rates
for five years through 2028/29. Water rates had not been increased in 5 years, and the Water Fund was
projected to end the year in an operating deficit, having to draw upon its limited reserves to fund ex-
penses. The study recommended a 23.0% rate adjustment in the first year, followed by annual inflation-
ary increases through 2028/29 to cover the operating deficit and to meet reserve fund targets.

To pay for much needed pipeline improvements and system repairs, the District implemented a new
capital improvement fee that will generate an additional $500,000 each year to prevent costly main
breaks and service interruptions. The new capital improvement fee is based on the cost to replace steel
pipelines and will remain the same from 2025 to 2028.

The District maintained the current rate structure which includes
a fixed charge based on meter size and a usage charge in which all Don Elias

customers are charged the same rate per hundred cubic feet (ccf). General Manager
donelias1965@yahoo.com

LTMC completed a cost of service analysis using the Base-Extra
(530) 878-8050

Capacity method and applied updated meter capacity ratios to
develop a cost basis for the current rate structure. The new rates
were successfully implemented July 1, 2024.

Maywood Mutual Water Company #1

MAYWOOD Water Rate Study (2022)
The Maywood Mutual Water Company #1 (MMW(C1) is a non-profit
MUTUAL WATER CO. #1 : . o
water company that provides service to about 1,200 connections in the
Cities of Huntington Park and Maywood in Los Angeles County. The company is governed by a Board of
Directors and all customers are shareholders of the company. In 2022, LTMC conducted a water rate

study for MMW(C1. Our work included a financial master plan, rate design options, rate report, and a
Frequently Asked Questions sheet.
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Prior to our work, MMW(C1 implemented only minimal rate adjustments and fell behind the cost of
service. MMW(C1'’s sole water source is purchased water from Water Replenishment District. The cost of
water increases plus high inflation at the time triggered the need for a rate adjustment. MMW(C1'’s
management policy is to utilize rates for ongoing annual costs and to request special assessments from
shareholders to fund major capital improvements. However, LTMC recommended rate increases to
generate $50,000 per year in funds that can be accumulated into a capital improvement reserve or used

annually to cover repairs.

As part of our work, we conducted extensive review of cash
flow alternatives with the Board. For this assignment, we Sergio Palos
General Manager
maywoodwaterl@aol.com
(323) 791-1043

produced a Financial Options Comparison Memo in addition to
our comprehensive Rate Study Report. MMW(C1’s Board was
unfamiliar with the rate adjustment process and had not
conducted in-depth financial planning prior to our
engagement. We guided the Board through selecting an alternative and new rates went into effect
January 1, 2023.

City of Kingsburg
Water Rate Study (2025)

Solid Waste and Street Sweeping Rate Study (2022)
Daniel Galvez

Public Works Director
dgalvez@cityofkingsburg-ca.gov
(559) 852-0065

Kingsburg is a city of about 12,000
people located in Fresno County
about 20 miles southwest of the
City of Fresno. LTMC completed a
solid waste and street sweeping rate study for the City in 2022 and a water
rate study in 2025. Prior to our work, the Water Fund was operating at a
slight deficit as the last rate study did not include costs for higher levels of
water treatment or recharge projects for Sustainable Groundwater
Management Act (SGMA) compliance. LTMC's study provided funding for these items as well as
deferred capital projects. We also updated the City’s rates to include fees based on meter size and a
volume rate that is better reflective of water supply costs. The City’s prior tiered water rate structure
was out of compliance with Proposition 218 and was not indicative of actual costs to provide service.

Our recommended fee structure more fairly recovers costs from large commercial water users within
the City. The City received few protests and held a successful Proposition 218 hearing in May 2025.
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FEE PROPOSAL

NOT TO EXCEED FEE

The following table outlines LT Municipal Consultants’ proposed budget by task. Our not to exceed Fee
Estimate includes three (3) in-person meetings and printing and mailing of the Proposition 218 notices
as an optional task. LTMC is flexible to attend meetings virtually instead of in-person to reduce the

budget. LTMC will invoice the District monthly for time and materials. The budget shown below is valid

for 90 days.
HOURS
Lechowi Mill
PROJECT TASKS echowiez ' BUDGET
Project Mgr Financial Analyst II Total
$230/hour $150/hour
|. Kick-off and Data Collection 2 4 6 $1,060
2. Financial Plan 14 16 30 $5,620
3. Cost Allocation 6 10 16 $2,880
4. Rate Design 12 10 22 $4,260
5. Draft and Final Reports 10 14 24 $4,400
6. Presentations and Outreach 18 6 24 $5,040
Subtotal 62 60 122 $23,260
Travel expenses (2 in-person meetings) $1,200
TOTAL PROJECT BUDGET 62 60 122 $24,460
OPTIONAL TASK
Printing and mailing of Proposition 2 | 8 notices (estimated based on 1,300 connections ~ $3,000

BILLING RATE SCHEDULE 2025/2026

LTMC’s hourly rates are $230 for principals, $150 for financial analyst I, and $120 for financial analyst I.
Professional time rates include all overhead and indirect costs. Direct expenses incurred on behalf of the
client will be billed at cost. Direct expenses include, but are not limited to:

Travel, meals, lodging Automobile mileage (IRS rate)
Printing and report binding Courier services and mailing costs
Outside computer services or software Special legal services

development
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THANK YOU

909 Marina Village Parkway #135 | Alameda, CA 94501 | (510) 545-3182 | www.LTmuniconsultants.com
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Board of Directors

Board Member Position Term Ends Term Type
Michel Etchart President 2026 Long Term (Re-elected 2022)
Christian Oakland Vice President 2026 Short Term (Appointed 2024)
James Kentosh Director 2026 Long Term (Re-elected 2022)
Christy Cooper Director 2028 Long Term (Re-elected 2024)
Joe Pangea Director 2026 Long Term (Elected 2022)

e Biennial Director Trainings:

o Antiharassment Training for supervisors and managers is due. (2 remaining)
o CA Local Agency Ethics Training is due. (2 remaining)

Projects:

No updates.

Recommended Actions: Receive an update from the Board Secretary concerning miscellaneous

matters and District correspondence. Provide feedback to staff.

Attachments:

None.

Board Secretary Report — September 2025
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