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l. Executive Summary

lntrodr¡ction and Bacþround

ln the fall of 2010, the Amador Water Agency (Agency) contracted with The Reed Group,

lnc. to develop a system-wide approach to its water rates. The Agency owns and

operates water supplies and facilities serving four separate water service areas, which

were formed and evolved as the water needs within the County grew and matured.

These water service areas include: (1) the Amador Water System (AWS), (2) the Central

Amador Water Project (CAWP), (3) the Lake Camanche water service area (Camanche),

and (4) the La Mel Heights water service area (La Mel). The CAWP water service area in

particular is an amalgamation of previously independent water systems. The CAWP-

Wholesale water facilities (CAWP-W) now provide treated water on a wholesale basis to

the Agency's CAWP-Retail water service area (CAWP-R), and three independent retail

water agencies. CAWP-Retail is the result of a consolidation of about a half-dozen

previous water systems, AWS, the largest water service area, provides retail water

service in Sutter Creek, lone, Amador City, Martell, and surrounding areas, and provides

wholesale water service to the Cities of Jackson and Plymouth, and to the Drytown

County Water District (CWD).

Purpose of System-Wide Water Rates

At present, the water rates within each water service area are intended to reflect and

recover the costs of providing water service within each service area. When all rates

reflect the cost of service then the Agency, as a whole, is financially stable and seruice to

all customers can be secure and reliable. The Agency has historically acted to adopt new

water rates for each service area in separate, independent actions. However, this

oractice creates a financial vulnerability in that if rates in one area do not reflect the cost

of service, for any reason, the financial deficit can threaten the financial stability of the

Agency as a whole. When this has occurred, the Agency has had to fund operations

within some seryice areas from reserves of other service areas. This practice not only

poses a threat to cost of service requirements, it is unsustainable and places the

Agency's overall ability to meet fìnancial and service obligations at significant risk.

This situation is not new. ln 2002, the Amador County Grand Jury said: /f rs

recommended that AWA adopt a single rate for potable water and a single rate for waste
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water. Since then, the Agency has consolidated seven service areas into the current

CAWP-Retail service area and nine wastewater service areas. The development of

system-wide water rates is a continuation of this direction.

The Agency believes that a single system-wide and uniform set of water rates, reflecting

the fact that many of the costs of providing water service are uniform, Agency-wide costs,

would provide many benefits to the Agency and its customers. The co-equal goals of

improved equity in the water rates and greater fìnancial stability prompted this system-

wide cost of service and water rate study. Cost savings associated with simplified

accounting, financial planning, and rate analyses offer additional benefits.

Gommunit¡l Facilities Districts

Conducted in parallel with the water rate study are efforts to form two new community

facilities districts (CFDs) for the benefit of water service customers in the AWS and

CAWP-Wholesale water service areas.

AmadorWater Svstem CFD

The proposed AWS CFD would authorize special taxes to help the Agency recover costs

related to the Amador transmission pipeline (primarily debt service) and pay for future

water treatment plant improvements from parcels that may be developed in the future

within the AWS service area. The AWS CFD would immediately lessen the fìnancial

burden of debt service related to the 2006 Certificates of Participation (COPs) currently

borne by ratepayers due to reduced participation fee revenue in a depressed economy.

Formation proceedings related to the AWS CFD are in progress.

Central Amador Water Proiect CFD

A second CFD is proposed to help cover the costs of the gravity supply line (GSL) project

to serve the CAWP-Wholesale water seryice area. The CAWP CFD would create a

special tax on both developed and undeveloped parcels within the area that could be

served by the CAWP-Wholesale water facilities. Special tax revenue would then be used

to repay a US Department of Agriculture (USDA) loan approved to fìnance the GSL

project. The USDA has approved a grant of up to $5.07 million as weli as a loan for up to

$8.33 million to pay for the GSL project. lf voters approve the CFD, the GSL would

benefit CAWP customers with lower operating costs, improveci service reliability,

improved fire suppression capabilities, an equitable means of fìnarrrr ¡ the GSL project,

and lower overall costs associated with water service. Because ii ection io fcrm the
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CAWP CFD will not occur until summer of 2012, the water rates presented in this report

reflect outcomes of both (1)approval of the CFD with special taxes repaying the USDA

loan for the GSL project, as proposed by the Agency, and (2) rejection of the CAWP CFD

with an alternative project to upgrade existing pump stations and replace the existing

high-pressure pipeline that convey water to the Buckhorn water treatment plant (WTP)

serving the CAWP water service areas.

Recent engineering studies have shown that the existing Tiger Creek and Silver Lake

pines pump stations and the high-pressure pipeline that deliver water to the Buckhorn

WTP are both at the end of their useful lives. As described later in this report, replacing

those facilities (rather than constructing the GSL) would be much more costly for both the

Agency and CAWP customers.

FV 1Z-13Water Rate Revenue Requiement

Ihe proposed system-wide water rates are intended to meet the water rate revenue

needs of the Agency as estimated for fìscal year (FY) 12-13. The water rate revenue

requirement is that amount of revenue needed to: (1) cover ongoing operation and

maintenance costs, (2) meet all debt seruice obligations, including repayment of principal

and interest, (3) support rehabilitation and replacement projects contained in the capital

improvement program (ClP), and (4) begin to re-establish required and prudent financial

reserves. The determination of the water rate revenue requirement also considers the

effects of non-rate revenues, such as contract payments from PG&E, revenues from

CFDs, participation fee revenues, interest earnings, and other miscellaneous revenues.

The Agency is beginning the formal budget process for FY 12-13. For purposes of this

water rate study, it has been assumed that the operating and maintenance costs

contained in the FY 11-12 budget would generally increase by 2.0 percent for FY 12-13,

with exceptions noted in Section ll of this repod. Agency staff concur that this is a

reasonable assumption. In addition, debt service costs for the upcoming year are

indicated by debt repayment schedules, and rehabilitation and replacement project needs

are identified in the Agency's five-year ClP.

The Agency is at a critical financialjuncture. Financial reserves have been at an all time

low, and it has been necessary to provide loans from legally and contractually restricted

reserues to fund operations. ln order to continue to operate in a sound and responsible

manner, the Agency must begin to replenish financial reserues. Failure to do so could
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result in the Agency's inability to make scheduled debt service payments, and potentially

could lead to litigation, bankruptcy, and/or conseruatorship of the Agency's operations.

The ability to maintain expected levels of service and to respond to emergencies is also

hampered by the current financial situation.

Recognizing the customer sensitivity to water rate increases, the proposed water rates

reflect a path with a four-year transition to re-establish an operating reserve consistent

with past policy direction and practices, as well as consideration for maintaining funding of

reouired debt service reserves. Details of service requirements and financial criteria are

oresented in Section ll of this report.

The overall annual system-wide water rate revenue requirement for FY 12-13 is

approximately $6.81 million, which is about $0.33 million (5 percent) higher than the

current overall level of water rate revenues. This relatively modest increase is due, in

part, to estimates of new revenues from the proposed AWS CFD and CAWP CFD. ln

addition, the Agency's efforts to reduce staff levels, cut costs, and improve effìciencies

have all contributed to helping keep the proposed rates as low as possible. As a result of

the Agency's efforts, the overall level of current water rate revenues is sufficient to cover

anticipated operation and maintenance costs, as well as existing debt service costs, with

consideration of offsetting revenues. The proposed increase in the overall level of rate

revenues is necessary primarilY to:

. Help fund a portion of planned replacement and rehabilitation projects at one-
quarter of the annual amount needed based on the S-year CIP

. Help re-establish a two-month operating reserve over a  -year period.

This revenue requirement would be the proposed water revenue requirement if CAWP

water facility improvements did not also need to be considered. The need to upgrade

and/or replace CAWP pumping and conveyance facilities, in the absence of the CAWP

CFD, adds costs that need to be considered in the rate analysis. lf voters reject the

CAWP CFD, the water rate revenue requirement for FY 12-13 would total about $7.49

million. The additional revenue would cover the costs assocíated with the upgrade of

Tiger Creek and Silver Lake Pines pump stations and replacement of the high-pressure

pipeline that convey water to the Buckhorn WTP. These costs would be entirely borne by

CAWP-Retails customers, as well as the retail agencies serued by CAWP-Wholesale

water facilities. A further explanation of this project and the inl¡;acts on customers of the

CAWP-Retail and CAWP-Wholesale service areas are include':i in the body of this report.
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The FY 12-13 water rate revenue requirement, as use in water rate calculations, is $7.49

million. as summarized below.

Operation and maintenance
Debt service
Transfer for CIP projects
Additions to reseryes
Non-rate revenue offsets

Total Water Rate Revenue Requirement

$5,207,300
$3,314,900

$160,000
$220,000

($1.409.800)

$7,492,400

Details of the determination of the FY 12-13 water rate revenue requirement are

presented in Section ll of this report. This revenue requirement does not, however,

reflect the full cost of providing water service to customers, including providing for the

long-term rehabilitation and replacement of the Agency's water facilities. ln padicular, the

revenue requirement does not fully fund:

. Planned water system rehabilitation and replacement projects appropriately paid

for through water rates

. Prompt re-establishment of both required and prudent reserves

. Annual costs associated with retiree health benefit liability.

Nevertheless, Agency staff believes the proposed overall level of water rates is sufficient

to continue ongoing operations and places the Agency on a path toward greater financial

stability. Additional water rate increases may be needed in future years, and continued

vigilance of costs and cash flow management are required'

Prcpose¿ SystemtMde Water Rates

The proposed system-wide water rates bring increased uniformity in charges for water

service across all water seruice areas. However, differences continue to exist where

necessary to appropriately reflect differences in the cost of providing service.

Water Rates for FY 12-13

The proposed system-wide water rate schedule for FY 12-13 is presented in Exhibit l-1.

All water bills will include a water usage charge determined by water usage, a service

charge, and a debt service charge. Service charges and debt seryice charges generally

vary with meter size. Monthly flat rates, incorporating all three charges into the flat

monthly total, affect about 120 AWS customers.
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Exhibit þl
Amador WaterAgencY

Rate ScheduleWater

Water Usase Rates ($/CCF) M onthly Se rv i ce C h arge s

Treated
Water

Single Family Residential
Ter 1 0-10 CCF/mo. $ 1'92
Iier2 1140 CCFimo. $ 2.40

Tier 3 >40 CCF/mo. $ 3.00

Multi-Family and Commercial $ 2.19

Mule Creek State Prison $ 1.61

Drytown, Plymouth, Jackson $ 1.21

Untreated
Water

Untreated lrrigation $ 0-61

Untreated lndus. & Publ. Agen. $ 0.61

PumP. Surch.

CAWP Retail Customers Only (1) $ 0.79

Untreated Treated
Water Water

5/8" meter $ 7.35 $ 12'55

3/4" meter $ 8.90 $ 16'71

1" meter $ 12'00 $ 25.01

1 1/2" meter $ 19.75 $ 45'78

2" meter $ 29.06 $ 70'70

3" meter $ 53.87 $ 137'15

4" meter $ 81 .78 $ 21'l '92
6" meter $ 159.31 $ 419'58

2" lndus./Public meter $ 103.49

3" lndus./Public meter $ 202.73

4" lndus./Public meter $ 314.38
6" lndus./Public meter $ 624.51

Mule Creek State Prison $ 11'430

Drytown CWD $ 643

City of Plymouth $ 2,406

City of Jackson $ 10,548

Monthty Debt Serulce Charges by Serulce Area

GAWP-Retail Service Area

Amador CAWP CFD CAWP CFD Lake La Mel

5/8" meter
3/4" meter
1" meter
1 1l2" melel
2" meter
3" meter
4" meter
6" meter

2" lndus./Public meter
3" lndus./Public meter
4" lndus./Public meter
6" lndus./Public meter

Mule Creek State Prison
Drytown CWD
City of Plymouth
City of Jackson

$ 20s.62 $ 519.51 $ 198'26

$ 321 .28 $ 811 .73 $ 309.77

s 642.57 $ 1,623.46 $ 619.55

ù

$
Ð

$

ù
$
ù
$

411.24
822.48

1,285.13
2,570.26

'10,281

1,028
4,648

16,707

AWS MonthlY Flat Watet Rates (3)

Up to 7,000 7,001 to Over 16,000 Additional

Treated Water
untreated water $ 34.28 $ 46.48 /$ 137 '26 $ 33'06

Notes:

-1r¡ 

cnwp pstail pumping surcharge w

izi cnwp Retail debt service charges ters'

CAWP CFD aPProval would result
(3) lncludes a water usage charge, a service charge, e
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Water usage rates apply uniformly across all water service areas. The proposed rates

include a 3-tier water usage rate structure for single family residential customers, and a

uniform usage rate for other customer classes. Three of the four water service areas

currently have tiered rates for residential customers (though they differ in each service

area), and the Agency had begun efforts to develop tiered rates within the AWS water

service area a couple years ago. Separate water usage rates apply to resale customers

and untreated water customers.

A pumping surcharge is proposed to cover the extraordinary and unique pumping-related

costs of conveying water to the Buckhorn WTP. The pumping surcharge would only

apply to customers within the CAWP-Retail water service area. ln all other respects the

operating and maintenance costs within each water service area are generally similar and

do not warrant distinctions by service area.

Monthly water service charges are intended to recover the portion of operating and

maintenance costs not recovered through water usage charges. Service charges vary by

meter size, except for the Agency's largest customers with individually determined

service charges

Monthly fixed debt service charges vary by meter size, but also by water service area, as

the debt obligations of each service area are unique and they remain obligations of each

area. Two debt service charge schedules are included in Exhibit l-1 for the CAWP-Retail

service area. One schedule reflects the debt charges that would be required if the

proposed CAWP CFD is rejected by voters, and the second reflects debt charges that

would be required if the CAWP CFD is approved. lt is recommended that the Agency

adopt both schedules, and implement one or the other based on the outcome of the CFD

election.

Water rates for the three retail water agencies served by CAWP-Wholesale water

facilities are not included in Exhibit l-1. Those rates and charges are determined annually

based on the specifìc terms of water service contracts (CAWP contracts). Estimates of

CAWP-Wholesale rates were included in the water rate analyses, as well as resulting

revenues. Roughly 25 percent of CAWP-Wholesale costs are recovered through

charges to the three retail agencies. The Agency's CAWP-Retail water service area

represents about 75 percent of the demand placed on CAWP-Wholesale water facilities.
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All water service customers of the Agency will benefit from the proposed water rates

through greater equity achieved through improvements in the uniform and consistent

allocation of costs to all customers and customer classes. The change in an individual

customer's water bill resulting from the proposed rates will vary depending on the water

service area, customer class, meter size, and water usage. Section lV of this report

provides information on how "typical" single family customers would be affected by the

proposed water rates.

Future Adiustments to Water Rates

As noted earlier in this section, and described more fully in Section ll of this report, the

proposed water rates for FY 12-13 only partially meet the fìnancial obligations of the

Agency. The proposed water rates are a fìrst-step towards financial stability and revenue

sufficiency.

ln the fall of 2008, the Governor signed into law Assembly Bill (AB) 3030. AB 3030

authorizes the Agency to adopt water rate schedules that authorize automatic adjustment

formulas to reflect the effects of inflation. lt is recommended that the Agency adopt a

formula for automatic adjustments to the fixed monthly seruice charges and to water

usage rates based on changes in the San Francisco consumer price index (SF-CP|), as

allowed by AB 3030. Automatic adjustments may be made for up to five years, and then

the adjustment formula needs to be re-approved. The inflationary adjustment would not

apply to debt service charges, which reflect specific annual debt service payment

obligations.

Automatic rate adjustments to counter the effects of inflation would help maintain revenue

suffìciency, however, it may be insuffìcient to meet all financial obligations of the Agency's

water service areas. Additionalwater rate increases might need to be considered within

the next five years, and would have to be approved through a formal rate-setting process.

Monthly debt service charges should be reduced, and eventually eliminated, as existing

debt obligations are retired. The timing of incremental reductions in each of the debt

service charges is presented in Section lV of this report. lf the Agency incurs new long-

term debt, and wishes to increase any of the debt service charges, such increases would

need to be approved through a formal rate setting process.

THE REED GnouP, l¡lc. Dnnrr- 311512012 PAGE 8



AvnoOR WNTERAGENCY

Svsrev-Wroe Cosr oF SERvlce
R¡lO WRTCR R¡TC STUOV

Benefits of Prroposed S¡¡stemttUide Water Rates

The benefìts to the Agency and all customers of the proposed system-wide approach to

water rates include, but are not limited to, the following'

. System-wide water rates will help provide financial stability and viability, and help

ensure that all of the Agency's financial and service obligations can be met with

reduced risk and uncertaintY

. Constitutional requirements for establishing water rates that reflect the cost of
providing seryice, and that each customer's utility bills reflect a proportionate and

eouitable share of costs, will be met in a more comprehensive, uniform, and

defenslble manner

. System-wide water rates would be consistent with a recommendation of the

Amador CounÇ Grand Jury, which in 2002 said: lt is recommended that AWA

adopt a single rate for potable water and a single rate for waste water.

. The Agency's rate setting process will be streamlined with a single process that is

more effìcient and cost-effective than multiple, duplicative processes

. Water rates are subject to a uniform set of cost allocation principles, thereby

improving equity for customers across service areas

. Customers will benefìt from improved financial stabiliÇ and certainty for the

Agency, and improved equity in water rates and water bills

. Administrative and customer service costs will be reduced through simplification

and increased consistency in the water rates

. The new system-wide rate approach provides an opportunity to reduce costs by

streamlining and improving budgeting and cost accounting practices.

Effi of the GSL Prc¡ect on Water Rates

The Agency has been approved for a $5.07 million grant and an $8.33 million low-interest

loan from the USDA for the GSL project. However, the Agency must meet certain USDA

conditions, including demonstrating the ability to repay the loan, by the fall of 2012 or the

Agency risks losing this very attractive financing.

Agency staff and the Board of Directors believe the GSL project is in the near-term and

long{erm best interest of CAWP customers. A new CFD for the CAWP-Wholesale water

service area has been proposed that would establish a special tax on both developed

and undeveloped parcels within the CAWP service area. Annual tax revenue would

cover the cost of annual loan payments to the USDA. Unlike water rates, the CFD would

result in collecting revenues from parcels not now connected to the Agency's water

system. This effectively reduces the cost of the project to parcels currently receiving

water seruice in the CAWP-Wholesale water service area.
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Preliminary estimates suggest the special tax for the CAWP CFD may be between $45

and $55 annually for a single family residential parcel. The special tax revenue would be

sufficient to repay the USDA loan.

As indicated in Exhibit l-1, proposed water rates include a $0.79 per CCF pumping

surcharge to customers served within the CAWP-Retail water seryice area. This

pumping surcharge reflects the current extraordinary pumping-related costs associated

with the Tiger Creek and Silver Lake Pines pump stations to the Buckhorn WTP. Once

the GSL becomes operational, the proposed pumping surcharge for CAWP-Retail

customers would be eliminated. Avoiding the significant pumping costs would provide a

material reduction in all water bills for customers within the CAWP water seruice area.

For a typical single family customer, the avoided pumping costs would be about $66

annually.

Not proceeding with the GSL project could have adverse consequences for the Agency

and CAWP customers. To assist with the planning, evaluation, and design of the GSL

project, the Agency obtained an interim loan from Amador County's Water Development

Fund (interim WDF loan). lf voters approve the CAWP CFD, then USDA grant and loan

proceeds would be used to repay the interim WDF loan. lf voters reject the CAWP CFD,

the Agency would need to repay the interim WDF loan. This repayment would increase

the debt service charge within the CAWP-Retail water service area by $3.55 per month

(about $43 annually) for a 5/8" water meter (the amount increases with larger meter

sizes). The retail agencies seryed by CAWP-Wholesale facilities would face a similar

rate increase.

ln addition, in the absence of the GSL project, the Agency would need to upgrade the

existing Tiger Creek and Silver Lake Pines pump stations and replace the high-pressure

pipeline to the Buckhorn WTP. That project is estimated to cost about $9.7 million. The

USDA has not supported this project, and traditional water revenue bonds or certificates

of participation (COPs), with higher interest rates and shorter repayment period, would

likely be necessary. Debt service payments on this financing would need to be supported

with an increase to the CAWP-Retail debt service charge at an estimated $1ô.53 per

month (about $198 annually) for a 5/8" water meter'

As presented in Exhibit l-1, two separate debt service charge schedules are proposed for

the CAWP-Retail water seruice area. The fìrst schedule (with higher charges) reflects the

estimated costs associated with WDF loan repayment and fìnarrcing of pump stati.rll

THE REED GnouP, ltlc. Dn¡rr - 3/15/2012 PAGE 1O
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upgrades and pipeline replacement. The second schedule (with lower charges) reflects

approval of the CAWP CFD and construction of the GSL funded through the special tax.

Additional information on the potential financial costs and benefìts of the GSL to CAWP-

Retail customers is included throughout this report.
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ll. Water Rate Revenue Requirement

This section of the report describes the analysis used to determine the system-wide water

rate revenue requirement for FY 12-13. The water rate revenue requirement is the

overall level of water rate revenue needed to cover ongoing operation and maintenance

costs, debt service obligations, water system rehabilitation and replacement needs, and

replenishment of reserves, with consideration of other non-rate revenues.

SystemUYlde Water Rate Approach

The Agency is authorized to provide water and wastewater services throughout Amador

County. lt owns, operates, and maintains water and wastewater facilities serving several

service areas within Amador County. Over the years, the Agency has been asked to take

over the ooeration of several small water and wastewater systems, including county

service areas (CSAs) by the County. Gradually, the Agency has aggregated many of

these service areas.

While a separate budget and chart of accounts is maintained for each water and

wastewater service area, the division of labor across each area is not well delineated and

is difficult to track. The same is true for many non-labor operating costs such as

equipment, tools, supplies and materials, fuel and chemicals, and other costs. Operation

and maintenance staff often work across various water and/or wastewater service areas,

with a focus on operational requirements at any given time, rather than being dedicated

to a single area. The needs of each service area can change weekly, monthly, and

annually, and an analysis of the distribution of staff resources at any one time is

necessarily limited and may not be reflective of long-term resource distribution. The

allocation of administrative staff costs to various service areas under the current

framework is similarly challenging and unsatisfactory'

Current accounting and rate-setting practices have led to concern over potential disparity

in water rates. Some believe that increased precision will lead to greater accuracy in

accounting, However, precision is not practically achievable within the Agency's

operating realm, nor would such precision necessarily lead to greater accuracy. The

current situation, however, has resulted in perceived inequity and unfairness in the rates.

Current rate-setting practices also require multiple processes, each with incurred costs

and staff time requirements. The process is ineffìcient and not satisfactory.
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This situation is not new. ln 2002, the Amador County Grand Jury said: /f /s

recommended that AWA adopt a single rate for potable water and a single rate for waste

water.

ln light of these conditions, as well as the financial bind that the Agency is in, the Agency

decided to streamline the rate setting process by taking a broad approach to water rates

for all water service areas in a single consolidated system-wide rate setting process. A

similar process may also be warranted for the Agency's wastewater seruice areas at a

later date. The benefìts to the Agency and its customers of the proposed system-wide

approach to water rates include, but are not limited to, the following:

. System-wide water rates will help provide fìnancial stability and viability, and help

ensure that all of the Agency's financial and service obligations can be met with

reduced risk and uncertaintY

. Constitutional requirements for establishing water rates that reflect the cost of
providing service and that each customer's utility bills reflect a proportionate and

equitable share of costs will be met in a more comprehensive, uniform, and

defensible manner

. The Agency's rate setting process will be streamlined with a single process that is

more efficient and cost-effective than multiple duplicative processes

. Water rates are subject to a uniform set of cost allocation principles, thereby

improving equity for customers across service areas

. Customers will benefit from improved financial stability and certainty for the

Agency, and improved equity in water rates and water bills

. Administrative and customer service costs will be reduced through simplifìcation

and increased consistency in the water rates

. The new system-wide rate approach provides an opportunity to reduce costs by

streamlining and improving budgeting and cost accounting practices.

Gurent Water Rate Renenr¡es

Current water rates applicable to the Agency's water service areas are estimated to

generate about $6.48 million annually based on FY 10-11 customer account and water

usage data, as summarized below.

Amador Water System
CAWP - Retail
Lake Camanche
La Mel Heights

Total

94,412,000
$1,709,000

$318,300
$37,700

$6,477,000
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The current rates and charges for each of the water service area were adopted as

fottows: (1)Amador Water System - October 2010, (2) CAWP-Retail - July 2006, (3)

Lake Camanche - July 2006, and (4) La Mel Heights - July 2007 '

The Agency also expects to receive an estimated additional $345,100 in FY 11-12from

the three retail water agencies served by the CAWP-Wholesale water facilities. Charges

to those agencies are determined under existing water service contracts, and are not a

focus of this reoort. CAWP-Wholesale water rates are updated annually, in accordance

with the water supply contracts. CAWP-Retail water rate revenues are intended to cover

the retail area's portion of CAWP-Wholesale costs (roughly 75 percent of CAWP-

Wholesale costs), as wellas local distribution costs'

Water rate revenues shown above for AWS include sales to the City of Jackson, City of

Plymouth, the Drytown CWD, and Mule Creek State Prison. lt also includes both treated

and untreated water service to retail customers within the AWS service area.

Determining the FY 12-13Water Rate Revenue Requirement

The annual water rate revenue requirement is the amount of revenue needed from water

rates in order to cover ongoing operation and maintenance costs, debt service

obligations, water system rehabilitation and replacement needs, and replenishment of

reserves with consideration of other revenues. The Agency has not completed the

preparation of its FY 12-13 budget. Therefore, the revenue requirement herein is based

on consideration of the FY 11-12 budget supplemented by discussions with staff,

scheduled debt service payment obligations, the fìve-year ClP, and other information.

The recommended water rate revenue requirement and water rate analyses presented in

this report are based on information provided by the Agency, and assumptions reviewed

with Agency staff. Efforts have been made to make the analyses as complete and

accurate as possible. However, the Agency's water system operates in a dynamic

environment in which economic conditions, customer demands, external costs, and other

factors are outside of the Agency's direct control. Future conditions and events cannot be

fully known at this time. ln addition, there are obligations, such as keeping up with the

long-term replacement and rehabilitation needs of the water system, that the Agency

likely cannot meet at this time, due to concern about economic conditions and the impact

of water rate increases.
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The recommended revenue requirement and rate analyses contained in this repoft are

intended to provide the Agency with water rates that provide a proportionate distribution

of costs to all customers, even though not all costs are fully incorporated into the rate

analysis. From this standpoint, allwater rates contained herein are less than the full cost

of providing seruice. ltems not fully reflected in the rate analysis include:

. Water system rehabilitation and replacement needs as reflected in the current 5-
year ClP, which should be supported through water rates

. Full reolenishment of restricted and unrestricted reserves that have been loaned

to meet operating needs

. Full funding of future retiree health benefit costs.

The extent to which each of these costs has been limited in the rate analyses presented

herein is described elsewhere in this report. ln time, the Agency will need to address

these needs in order to ensure the long-term sustainability of water system facilities and

operations, as well as the fìnancial stability of the Agency.

Ongoing Operation and Maintenance Gosts

Because the Agency has not yet completed preparation of the FY 12-13 budget, water

rate analyses contained herein rely on the FY 11-12 budget for estimates of operating

and maintenance costs, excluding debt service. Based on discussions with Agency staff,

it has been assumed that the FY 12-13 operating and maintenance expenditure budget

will generally be 2 percent higher than the FY 11-12 budget, exclusive of two cost

reductions.

The FY 11-12 budgeted operating and maintenance expenditures are summarized as

follows:

Amador Water Water Service
Aqencv Total Areas Gombined

Salaries and Benefits $3,910,713 $2,927,637
Ooeration and Maintenance 1,720,175 1'254'882
Administration 1 ,168,754 867'697

Fixed Assets 18,000 15,750

Retiree Health Benefits 450,280 353,112

Total $7,267,922 $5,419,078

Debt seruice payment obligations are excluded from this presentation of operating and

maintenance costs because they are specifically scheduled with principal and interest
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payments due each year. Water system rehabilitation and replacement needs, non-rate

revenues, and reserue considerations are also separately addressed.

ln two instances budgeted operating and maintenance costs have been reduced for FY

12-13. as follows:

. Retiree health benefìt costs, budgeted at $450,280 (Agency total), have been

reduced to $150,000 for FY 12-13, at the suggestion of staff. This includes about

$100,000 for current insurance premiums and about $50,000 to be placed in a
restricted reserve for future liabilities. Agency staff levels have been reduced by

nearly 40 percent since the last actuarial study was performed. While the future

liability is not fully funded, a new actuarial study is expected to reduce the amount
of the liability. The water system portion of the $450,280 in FY 11-12 was about

$353,100, which has been reduced to about $112,200 for FY 12-13 for a reduced

water system cost of $240,900.

. Water system consultant costs in the FY 11-12 budget have been reduced by
about $123,400 for FY 12-13 as non-recurring.

While this repoft and the rate analyses presented herein focus on the costs and water

rates for the Agency's water service areas, the analysis also considers the Agency's

overall costs and the distribution of those costs across the water system, the wastewater

system, Agency general activities, and outside services. This is particularly necessary

with respect to the distribution of staff and staff-related costs (including retiree health

benefìts) and to administrative costs. ln addition, a portion of the Agency's staff-related

costs are capitalized each year as part of the cost of the water system improvements.

Caoitalized staff-related costs are removed from operational costs'

Details of how staff-related costs and administrative costs are allocated among the water

seruice areas, wastewater service areas and other Agency activities are described in

Section lll of this repoft. ln the cost allocation process, the way certain operating and

maintenance costs are categorized is also modifìed so that costs can be viewed on more

of a functional basis.

The FY 12-13 operating and maintenance costs reflected in the FY 12-13 water rate

revenue requirements are summarized below. Even with the 2 percent increase in most

budget items, the two reductions cited above result in a reduction of the overall operation

and maintenance costs for the water service areas.
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FY 12-13 Estimated
Combined Water Service

Area O&M Costs

Salaries, Benefìts, & Retiree Health Benefits

Administrative Costs
Supply/Transmission Costs
Water Treatment Costs
Water Distribution Costs
Other Operating Costs
Fixed Asset Costs

Total

$3,1 17,200
790,700
433,900
528,800

79,600
240,600

16,500

$5,207,300

The oresentation of cost information has been modifìed to accommodate cost of service

analysis and rate calculations. The resulting water system operation and maintenance

costs for FY 12-13 is about $212,000 or 3.9 percen| lowerlhan the budget for FY 11-12'

ExhibitA-1, in AppendixA, provides additional details on howthe FY 11-12 budgetwas

adjusted to provide estimates for FY 12-13, as well as how Agency costs were allocated

to the water system for system-wide water rate analysis. Further explanations are also

included in Section lll of this report.

Gapital lmprovement Program

Exhibit ll-1 presents the Agency's capital improvement program (ClP) of water projects

for Fy 12-1 3 through FY 16-17. The program totals about $26.1 million over the five-year

period. The Agency anticipates using a variety of revenues and funding sources for the

Clp. These may include water rates, property taxes, participation (capacity)fees, grants,

loans, the proposed AWS CFD, and/or other sources' Major projects, such as the GSL

project, would be funded with grants and loans, with loans repaid over time. Participation

fees, paid by new development, are used to help pay for projects that provide capacity

benefits for new development. However, in the current economy, new participation fee

revenues are limited.

While external funding sources and non-rate revenues are anticipated to pay for a

majority of planned CIP expenditures, a portion of the program will need to be funded

through water rates. Of the $26.1 million ClP, about $3.2 million would be paid for

through water rates to cover water system rehabilitation and replacement project costs.

This amounts to an annual average of $640,000 from water rates to meet rehabilitation

and reOlacement needs. Water rates, at present, do not provide any material or

consistent funding for water system rehabilitation and replacement needs'

THE REED GNOUP, I¡IC. Datr.-3115120'12 Pnce 17



A¡¡noOR WRTERAGENCY

Svsrg¡¡-Wtoe Cosr oF SeRvlce
AND WATER Rnre Sruov

Exhibit ll-1
Amador Water Agency

c

FY 12-13 FY 13-14 FY 14.15 FY t5-16 FY 16-'17 Funding Source

$ - $ - $ - s s0'000$
I 1o,0oo $ 10,000 $ 20,000 $ 50,000 $
s - $ - $ - $ 2s0,000$
s - $ - $ - $ 50,000$

Amador Water Agency
Lower Bear Reservoir
IRCUP
Master Planning
Reclamation Master Planning

SuÞTotal

Amadorwatet System
Amador C¡ty Bridge Utility Reloc.
Distribut¡on System lmprov.
Fire Hydrânt Replacement
Hydropower Gênerâtion
lone Backwâsh lmprovements
lone Canal Abandonment
lone Clearwell cover ReÞlac.
lone WTP lnterim Capacity
lone WTP PLC Upgrade
Small Diameter Pipol¡ne
Sutter Creek Bridge Utility Reloc.
Tanner Backwash lmprovments
Tanner WTP lnterim Capac¡ty

Sub-Total

CAWPWholesa,e
Backwash D¡sposal lmprov.
Buckhorn DBP Permitting
Grav¡ty Supply L¡ne (3)
Mt. Crossman Treated Water Stor.
Water Rights Applicat¡on
CAWP Replacement

Sub-Total

cAwP Rete¡l
D¡stribution Ma¡n ReDlacements
Fire Hydrant Replacement

Suh'Total

Lake Camanche
Tank Liners
200 Service Lateral Reolac
Rehab¡litate Well #14
Firê Hydrent Ropair
Service Line Replac. (On-Going)
Booster Pump Station lmProv.
Emergency Generator
SCADAAIaTm lmprovement

Sub.Total

La Mol He¡ghts
Fire Pump

SuÞTotal

Total CIP Costs

50,000 Prop. Taxes
50.000 Prop. Taxes

250.000 Prop. Taxes/Part Fees
100,000 Prop. Taxos

s 1o.ooo $ 10,000 $ 20,000 $ 400,000 $ 450,000

$ 7s,000$ - $ - $ $ - Weter Rates

$ - $ - $ - $ 150,000 $ 150'000 WaterRates

$ 15,000 $ 15,000 $ 15,000 S 15,000 $ 15'000 Water Râtes

$ 750,000$ 7s0,000$ - $
$ $ 75,000 $ 75,000 $

$ $ - $ $ 150'000$
$ $ s0,000$ - $ $

$ 100,000 $ 500,000 $ s00,000 $ $

$-$ $ 50.000 $ 100,000 $

$ - s 3s0,000 $ 2,000,000 $ 2,000,000 $
s r1.o0o$ 150,000$ - $ - $

s - $ 7s,000s 75,000$

$ Grant
$ Water Rates

- Water Rates
- Water Rates
- Participation Fees
- Water Rates
- 80% Granu2o% Rates
- Water Rates
- Water Rates

S - S - $ 100,000 S 500,000 $ 500'000 ParticipationFees

951,000 $ 1,890,000 $ 2,815,000 $ 2,990,000 $ 665,000

$-$-$
s 150,000$ - $
$ 3,700,000 s 9,700,000 $
$$-$
$ 25,000 $ 50,000 $s-s-$

50,000 $ 50,000 $-ù-ù
-$-$
- $ 1,000,000 $

37,500 $ - $
- $ 100,000 $

Water Rates
Waler Rates
USDAJCFD
70% PFs/30% Rates
Water Rates
Water Rates

$ 3,875,000 s 9,750,000 $ 87,s00 s 1,150,000 $ -

$ - $ - $ 25,000 $ 30,000 $ 70,000 WaterRates

$ 6.000 $ 8,000 $ 10,000 S 10,000 S 10,000 Water Rates

$ ô,000 $ 8,000 $ 35,000 $ 40,000 $ 80'000

$ 1ô0,000 $ S - S - $ PropS4crant
Prop 84 Grant
County Grant

$-$
$ 75,000 s

$ 133.375$ 133,375$ 133,375S - $

$ 30,000s - $
$ 10,000s 10,000$ - s $ - County Grant

S - $ 20,000 $ 20,000 Wâter Rates

$ - $ - $ Countycrant
$ 30,000$ - $ S - $ Countycrant
s - s 10,000$ - s $ 20,000 Water Rates

$ 438.375 $ 153,375 $ 133,375 $ 20,000 $ 40,000

ß - S - $ - $ - $ 75'000 WaterRates

ctPFund¡nqsummary FY12-13 FY13-14 FY14-15 FYlS'16 FY16'17 sYrTotal

Project Cosfs To Be Fundèd Through Watet Rates
AlmadorWarerSystem - $ 101,000 $ 360,000 $ 615,000 S 890,000 $ 165'000 $ 2'131'000

cAwPwholosale $ 175,000 S 50,000 $ 87,500 $ 450,000 $ - S 762'500

CAWP Retâ¡l $ 6,000 $ 8,000 $ 35'000 $ 40'000 $ 80'000 $ 169'000

Lakecamanche S - $ 10,000 $ - S 20,000 S 40,000 I 70'000

La Mel He¡ghts
Totâl

ProJécf Costs fo 8e Funded Through Othet Sources (2)

A]madorWaterAgency $ 10,000$ 10,000$ 20,000S 400,000S 450,000S 890'000

AmadorWater System $ 850,000 $ 1,530,000 $ 2,200,000 $ 2,100,000 $ 500,000 I 7'180'000

CAwPwholesale $ 3,700,000 $ 9'700,000 $ S 700,000 $ - -$ 14'100'000

cAwPRetail $ - $ - $ $ 6 '$
LakeCamanche $ 438,375 $ 143,375 $ 133,375 $ - $ I 715'125

La Mel Heights
lotât

(iI-ÞrojeõC anti¿iÞããdTeyond thê +yearplanning period are not l¡sted'

ÌZi Otnã, 
"our"".may 

inctude property taxes, participation fees, grants, loans, AWS and CAWP CFDs, or olher sources.

(3) See body of report for the discussion of the alternat¡ve to lhe GSL project
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Based on discussions with staff, and concern about the overall effects of an increase in

water rates on customers' willingness to support proposed water rates, the rate analysis

contained in this report includes a modest $160,000 forwater system rehabilitation and

replacement projects. By only including one-quarter of the amount needed to fully meet

these needs, the proposed water rates are effectively less than the full cost of providing

service. lt is staffs desire that the amount for rehabilitation and replacement projects be

increased in future years as the Agency moves into a more stable financial condition, or

that projects be deferred that are not critical at their scheduled time of construction.

With limited funds available for capital improvements, the Agency will necessarily need to

defer certain rehabilitation and replacement projects or seek other forms of funding. lt is

important to recognize, however, that the deferral of needed replacement and

rehabilitation projects (normally funded through water rates) can lead to higher

maintenance costs, increased future project costs, less reliable water service, and the

need for even higher water rates in the future. The adverse consequences of project

deferral, however, need to be balanced with concerns regarding the current economy and

the acceptability of proposed rate increases.

As described later in this section, proposed water rates also include $220,000 annually to

rebuild a two-month operating reserve. Once that reserye if funded, this amount could be

directed to increase funding for rehabilitation and replacement projects, without an

additional increase in water rates.

Gravitv Supplv Line Proiect

The Agency has long planned for the construction of the Gravity Supply Line (GSL)

project, which will convey water by gravity to the Buckhorn WTP. The Buckhorn WTP

serves the CAWP-Wholesale water service area. Current facilities include the Tiger

Creek and Silver Lake Pines pump stations and a high-pressure pipeline that convey

water from the North Fork of the Mokelumne River to the Buckhorn WTP, an elevation

rise of about 1,300 feet. Recent engineering investigations have found the Tiger Creek

and Silver Lake Pines pump stations are in need of major upgrades or replacement and

the high-pressure pipeline is at or near then end of its useful life.

The GSL project has an estimated cost of $13.4 million, including past reimbursable

planning and design costs. The USDA approved the Agency's application for fìnancial

THE REED Gnoup, l¡lc. Dn¡rr - 3/15/2012 Pnoe 19



AMADOR WATER AGENCY

SYSTEM-WIDE COST OT SERVICE

nuo WRreR RATE STUDY

assistance, and may receive a $5.07 million grant and an $8.33 million low-interest loan

to pay for the GSL project. Annual loan payments to the USDA would be about $412,600

with this project, including required annual contributions into a debt seruice reserue.

Once operational, the GSL would enable delivery of water to the Buckhorn WTP without

pumping, resulting in an immediate and signifìcant reduction in power and pumping-

related costs.

The Agency has initiated efforts to form a CAWP Community Facilities District (CFD)to

create a special tax that would be imposed on both developed and undeveloped parcels

within the CAWP service area. Creation of a special tax requires two-thirds voter

approval by registered voters in the affected area. lt is estimated that the special tax

would be between $45 and $55 per year for single family residential parcels (amounts

vary for other types of parcels). A typical existing single family customer of the CAWP-

Retail water service area would see a reduction in pumping costs reflected in their water

bills of about $66 per year. ln addition, USDA grant and loan funds would be used to

repay the $900,000 owed to Amador CounÇ's Water Development Fund (WDF), which

was borrowed to help pay for GSL planning and engineering studies, rather than

recovering these funds through water rates. However, if the Agency has to repay the

load directly, increased water rates would cost residential CAWP-Retail customers about

$43 annually. Therefore, formation of the CAWP CFD could have a benefìt of about $54

to $64 per year for a typical existing CAWP-Retail single family customer (residential

customers would pay about $45 to $55 annually in a special tax, but avoid about $109

annually on water bills).

Pipeline Replacement Proiect

lf voters do not approve the CAWP CFD, an alternative project to the GSL may be

required to upgrade the Tiger Creek and Silver Lake Pines pump stations and replace the

high-pressure pipeline that conveys water to the Buckhorn WTP. This project has an

estimated cost of $9.7 million. The USDA has indicated it does not favor this project over

the GSL. ln the absence of a grant, a more traditional water revenue bond or certificate

of participation may be required to finance this alternative project. Annual debt service

costs related to this project is estimated at $750,000. ln addition, in the absence of the

GSL project, the Agency is faced with repaying a loan from the County's Water

Development Fund (WDF) for $900,000, at an estimated annual cost of $161,200.
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lncorporating these costs into the water rates is estimated to increase the annual cost to

existing single family customers in the CAWP-Retail water service area by about $241

annually, with no benefit of reduced power costs.

For purposes of proposing water rates, rate schedules that reflect: (1)the estimated

costs to upgrade the Tiger Creek and Silver Lake Pines pump stations and replace the

high-pressure transmission pipeline, and (2) funding the GSL through the proposed

CAWP CFD, are both included in this report. lt is recommended that the Board of

Directors adopt both rate schedules, with the provision to implement one or the other

schedule based on the outcome of the CAWP CFD election.

Debt Service Obligations

The Agency has both external and internal debt obligations associated with the water

service area. Each are described and summarized below.

External Debt Obliqations

At present, the Agency has eleven outstanding long-term debt obligations. Ten of these

are related to water service areas, and one is related to wastewater. Two of the water

obligations, related to the Hillside and Ridge water facilities within AWS, are paid for

through properly assessments and other sources independent of water rates. The

wastewater debt obligation and the Hillside and Ridge obligations have no impact on

water rate analyses, and are therefore excluded from the presentation and analyses

herein. The eight other long-term water system debt obligations are summarized as

shown below, with payment and outstanding balance information for the next five years

summarized in Exhibit ll-2. Each of the debt obligations is specifìcally related to a

particular water seruice area, and the repayment of each debt has been an obligation of

that service area.

. AWS 2006 COPs - ln 2006, the Agency issued 923.24 million in Certificates of
Participation (COPs) to help finance the Amador Transmission Pipeline. At
present, the outstanding balance on the COPs is about $22 million and annual

debt service payments are about $1.525 million.

. AWS 2009 USDA Loans (#1 and #2) - ln 2009, the Agency received two
separate loans totaling $5.0 million from the US Department of Agriculture
(USDA) to help flnance the Plymouth Pipeline. At present, the outstanding
balance on the two loans totals about $4.85 million and annual debt service

payments, including a required reserve contribution, total about $290,000. The

City of Plymouth pays the Agency for 65 percent of the annual debt service
through a contractual arrangement related to this financing.
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Exhibit ll-2
Amador WaterAgency

Summary of Dêbt S€rvica Schedules

(1) S¡xty-fìve percent of Plymouth Pipeline loans is paid by the City of Plymouth.
(2) lf GSL project not commences by the fall of 2012, ¡t ¡s assumed the lnterim WDF loan will be repaid through CAWP-W water rates over a 7-year period at 6.0 Percent.

FY 1O-I1 FY 1

EXTERNAL LOANS
Amador Water System (04) - 2006 Series A COP - Amador Tta¿smission PiPetine

Pr¡nc¡pal Payment
lnterest Payment

Total Payment
Oulstanding Balance

Amadot Watet System (04) - USDA Loan #1 - Plymouth Pipeline (1)

3 FY 13-14 FY 14-15 FY 15-16 FY 16-17 End Date

485,000 505,000 525.000 550,000 570,000 590,000 615,000
1,047 ,225 1 ,027,825 I ,007,625 986,625 964,625 941,825 918,225

@sz,azs1'536,6251'534'6251,531,8251,533,225FY35.36
22.0 10.000 21,505,000 20,980,000 20,430,000 19,860,000 19,270,000 18,655,000

Principal Payment
lnterest Payment
DS Reserve Contribution

Total Payment
Outstanding Balance

Amador Water System (04) - USDA Loan #2 - Plymouth PiPoline (1)
20,000
8'1,263

65,000
197,094

35.000 40,000 40,000 45,00030,000
132,975

30,000 35,000
131,625 130,163

20,000 20,000
80.438 79,613

128,588 126,900 125,'t00

20,000
78,788

20,000
77,963

20,000
77,138

13,000
32.003

123,188

20,000
76.313

14,000
31,413

711,000

135,400

16,298 16,163 16,516 16,359 16,ô90 16,510 16,819
179.273 177,788 181,679 179,946 183,590 181,610 185,006 FY48-49

2,940,000 2,910,000 2,875,000 2,840,000 2,800,000 2,760.000 2,715,000

Pr¡nc¡pal Payment
lnterest Payment
DS Reserve Contr¡but¡on

Total Payment
Outsland¡ng Balance

CAWP Wholesale (06) - 1985 Water Development Fund Loan
Princ¡pal Payment
lnterest Payment

Total Payment
Outstanding Balance 172,3't5

CAWP Wholesale (06) - 2004 USDA Loan #1 - Buckhorn Treatment Plant

10,126 10,044 9,961 9,879 9,796 9,714 9,631

111,389 110,481 109,574 108,666 107,759 106,8s1 105,944 FY48-49
1,960,000 1,940,000 1,920,000 1,900,000 1,880,000 1,860,000 1,840,000

10,890 9,305 7,634 5,A74 4,018 2,062
40,242 40,242 40,242 40,242 40,242 40,242

29,352 30,937 32,607 34.368 36,224 38,180

141.379 108.772 74,404 38,180 0

75,000 80,000 80,0006s.000 70.000 70,000
194,331 191,463 188,488 185,406 182,113 178,713

Principal Payment
lnterest Payment
DS Reserve Contribution

Total Payment
Outstanding Balance

CAWP Wholesale (06) - 2004 USDA Loan #2 - Buckhorn Treaament Plant

26,209 25,933 26,146 25,849 26,041 26,211 25,871
288,303 285,264 287,609 284,336 286,447 288,324 284,584 FY 43-44
4,605.000 4,540,000 4,470,000 4,400,000 4,325,000 4,245,000 4,16s,000

FY 15-16

FY 42-43

Princ¡pal Payment
lnterest Payment
DS Reserve Contribution

Total Payment
Outstand¡ng Balanco

CAWP Whotesale (06) - WDF lnterim Loan îor GSL (2)
Principal Payment

10,000 10,000 12,000 12,000 12,000
34,519 34,081 33,600 33,075 32,550

784,000 774.O00 762,000 750,000 738,000 725,OO0

4,452 4,40A 4,560 4,508 4,455 4,500 4,541
48.971 48,489 s0,160 49,583 49,005 49,503 49,954 FY 44-45

Principal Payment
lnterest Payment

Total Payment
Outstand¡ng Balance

2,551 2,657

CAWPWholesale (06) - PS Upgrades and Pipel¡ne Replacement Proiecl
Pr¡ncipal Payment
lnterest Payment

Total Payment
Outstãnd¡ng Balance 10,900,000

8.361 8.255 8,146 8,032 7,913 7,789 7,6ô0
10.912 10,9't2 10,912 10,912 10,912 10,912 10,912 FY 45-46
200,128 '197,472 194,705 191,825 188,826 185,703 182,45'l

't13,700 120,500 127,700

3,123 3.252

1s0,500 158,800 167,500 't76,700 186,400

- 107,200
lnterest Payment 18,000 54,000 47,600 4O,70O 33'500 25,900

Total Payment - 18,000 16'1,200 161,300 161,200 161,200 161,300 FY lS-19
Outstanding Balance 900,000 900,000 7 (107,200) (220,900) (341,400) (469,100) (604,500)

La Mel Waler System (og) - 2006 USDA Loan - Tank Land Acqu¡sit¡on and Construction
2,766 2,880 2,999

599,500 591,200 582,500 573,300 5ô3,600
750.000 750,000 750,000 750,000 750,000

10,749,500 10,590,700 10¡23,200 10,246,500 10,060,100

Notes:
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, CAwP-Wholesale 1985 WDF Loan - ln 1985, the Agency received a $623,300
loan from the County's Water Development Fund (WDF). At present, the loan

has an outstanding balance of about $141,000, and the annual loan payment is

about $40,200.

. CAwP-Wholesale 2004 USDA Loans (#1 and #2) - ln 2004, the Agency
received two separate loans totaling $5.84 million from the USDA to help fìnance
the Buckhorn water treatment plant. At present, the outstanding balance for the
two loans totals about $5.31 million, and the annual debt service payment,
including a required reserve contribution, totals about $338,000.

. CAwP-Wholesale WDF lnterim Loan - The Agency borrowed $900,000 from
Amador County's Water Development Fund (WDF)to help pay for planning and
engineering costs associated with the GSL project. At present, without
commencing of that project, the Agency will need to repay this loan in FY 12-13.

Agency staff estimates that WDF repayment may be achieved with a commercial
loan to be repaid over seven years with a 6.0 percent interest rate. Annual loan
payments would be about $161,200. lf the GSL project is constructed and

financed with the USDA grant and low-interest loan, then the WDF lnterim Loan

would be repaid through the USDA grant and loan and effectively repaid over 40
years at a lower interest rate. ln that case, the WDF lnterim Loan payments

shown in Exhibit ll-2 could be removed from the water rate analysis.

. La Mel Heights 2006 USDA Loan - ln 2006, the Agency received a $212,000
loan from the USDA to fìnance the construction of a water storage tank and

distribution system. At present, the outstanding balance for the loan is about

$197,000 and the annual debt service payment totals about $10,900.

All combined, the eight external longterm debt obligations that impact water rate

calculations total about $2,374,000 in annual debt service payments. The three other

external loans that do not have a bearing on the system-wide water rate study have a

combined outstanding balance of about $1.7 million.

A ninth external loan is also included in Exhibit ll-2. The reflects the estimated financing

costs related to the upgrade of the Tiger Creek and Silver Lake Pines pump stations and

replacement of the high-pressure transmission pipeline that convey water to the

Buckhorn WTP. Those improvements have an estimated cost of $9.7 million. The USDA

has not supported this project, and more traditional fìnancing with water revenue bonds or

certificates of participation may be required. Rate analyses assume this financing would

include a 3O-year term and a 5.5 percent interest rate, with a par amount of $10.9 million

to cover issuance costs and establishment of a debt seruice reserye. lt is estimated that

annual principal and interest payments would be about $750,000 for this financing.
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Debt Service Coveraqe Requirements

One of the security requirements associated with the AWS 2006 COPs requires the

Agency to maintain revenues within the Amador Water System such that net revenues

(defìned as gross revenues minus operating and maintenance costs) exceed 1.20 times

annual debt service, and also that net revenues exclusive of participation fees exceed

1.00 times annual debt service. This requirement is called debt service coverage, and it

is intended to help assure investors that the Agency will maintain suffìcient revenues to

make annual debt service payments. Capital program expenditures are excluded from

the coverage calculation under the presumption that the Agency would forego capital

projects before it would miss a debt payment.

Because the repayment of the 2006 COPs is an obligation of the AWS service area, the

coverage calculation should be made based on AWS service area revenues and

operating and maintenance costs. Furthermore, in developing the water rate

recommendations, meeting the debt service requirement is one of the tests of the

adequacy of the proposed water rates.

It is estimated that the proposed water rates would provide sufficient revenues within the

AWS service area to provide debt service coverage of 1.21. This is a very slim margin

over the minimum requirement, and is another indicator of the lean financial condition of

the Agency, as well as the importance of the proposed increase in the overall level of

water rates.

lnternal Loans

ln recent years, the Agency has formalized a number of internal loans from one water or

wastewater service area to another in order to provide the necessary cash for continued

operations and maintenance when cash reserves for the affected seruice area have been

insufficient. Resolutions formalizing these internal loans include repayment terms and

identify which service area is to be repaid as loan payments are made. Money has come

from, and will be repaid to, the reserue capital funds of the loaning water or wastewater

seruice area.

There are a total of 13 internal loans. Three of the loans involve only wastewater seryice

areas and have no bearing on the water rate analyses. Four of the loans involve

payments from wastewater service areas to the AWS reserve capital fund, but again

have no bearing on water rates. The remaining six loans involve loans to the CAWP-
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Retail, Lake Camanche, or La Mel Heights water service areas that need to be repaid to

the AWS reserve capital fund. Payments from these water service areas affect the

calculation of water rates.

The six internal loans affecting water rate calculations are summarized in Exhibit ll-3.

These six loans have a current outstanding balance of about $2.00 million. Annual

payments on these internal loans currently total about $91,200. lnterest rates on the

internal loans vary from 0.5 to 5.0 percent with terms of 20 to 30 years. As directed by

the Board of Directors, the repayment of these loans is included as a debt service cost of

each service area benefiting from the loan.

Other Revenues

ln addition to water rate revenue, the Agency receives a variety of other revenues. Some

of these revenues can be used to offset costs that would otheruise be covered through

water rates. The non-rate revenues available to the Agency are summarized below, and

the estimated amounts that can be used to help offset water rate revenue needs are

identified.

. City of Ptymouth Payments Towards Plymouth Pipeline Debt Seruice - The

City of Plymouth pays sixty-five percent of the annual debt service payments,

including debt seruice reserve contributions, related to the two USDA loans that

helped finance the Plymouth pipeline project. The City's payments related to
these loans are about $189,300 annually.

. PG&E Contract Payments - PG&E contract payments are related to AWS

water diversions from the Mokelumne River. The annual payments vary based
on a variety of factors, and have been estimated to be about $173,000 in FY 12-

13. Because these payments are related to the Amador Transmission Pipeline

this revenue is used to offset the annual debt service costs of the AWS 2006

COPs.

. Participation Fees Applied to AWS 2006 COP Debt Service - With the current

economic conditions, the Agency expects limited participation fee revenue.

However, because of existing development agreements, the Agency anticipates
receiving about $240,000 in participation fee revenue for the AWS.

Approximately 17 percent of the AWS participation fee is related to debt seruice

costs associated with the Amador transmission pipeline. Therefore, it is

reasonable to assume that 17 percent of the participation fee revenue would be

directed to debt service payments on the pipeline. Water rate analyses include

941,000 of AWS participation fee revenue will offset a portion of AWS 2006 COP

debt service costs.
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Exhib¡t ll-3
Amador WaterAgencY

Summary of lnternal Loan Repayment Schedules

INTERNAL LOANS
To CAWP Retail (14) from AWS (04) - 1994

Principal Payment 7,629 8,011 8,411 8'766
lnterest Payment 1,641 '1,259 859 438

Total Payment 9,205 FY 13-14

Outstandjng Balance 25,188 17,177 8,766 0

To CAWP Retail (14) from AWS (04) - Dec. 2010
Principal Payment 21,080 21,502 21F32 22,371 22,818 23,274 23,740

lnterest Payment
Total Payment 38,184 38,184 FY 39-40

Outstanding Balance 834,105 812,603 790,671 768,300 745,482 722'208 698,468

To Camanche Water System (13) from AWS (04) - Dec. 2010
Principat Payment 19,227 19,612 20,004 20A04 20,812 21,228 21,653

lnterest Payment
Total Payment 34,827 34,827 FY 39-40

FY 10-11 FY 1',|.-12 FY 12-13 FY 13-14 FY 14-15

Outstand¡ng Balance 760,773

To La Mel Water System (09) from AWS (04) - Dec. 2010
741,16'l 72't,158

FY15-16 FY 16-17 End Date

658.714 637,061700,754 679,942

Principal Payment
lnterest Payment

Total Payment
Outsland¡ng Balance

To CAWP Retail (14) from AWS (04)
Principal Payment
lnterest Payment

Total Payment
Outstanding Balance

To Camanche Watet System (13) from AWS (04)
Prìncipal Payment
lnteresI Payment

Total Payment
Outstand¡ng Balance

3,814 3,814 3,814
68,972 65,502

4,930 5,029 5,129 5,232 5.443 5,552

184,9'12

3,452
362

1 79,680

3,469
345

5,336

174,344

3,487
328

4,000 3,901 3,801 3,698 3,594 3,487 3,378

8.930 8.930 8,930 8,930 8,930 8,930 8,930 FY 39-40

195 070 190.041 168,901 163,349

3,504 3,522
310 293

72,424

3,814
58,511

8,106
717

3,814 FY 31-32
54,990

8,146
ot I

62.016

7,985 8,025 8,065
838 798 758

167 ,521 159,536

FY 31-32
'135.340 127,1941Ea q1a 143.446
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AWS Community Facilities District - The Agency is in the midst of forming a

community facilities district (CFD) within the AWS service area. The AWS CFD
would establish a special tax on undeveloped parcels that would provide funds to

(1) hetp repay the AWS 2006 COPs, and (2) provide funding for future water

treatment improvements. lt is estimated that the annual amount that will be
provided by the AWS CFD for debt seruice will be about $300,000 annually. This

amount is used in the water rate analysis as an offset to annual AWS 2006 COP

costs. lt reduces the amount of the monthly debt service charge for a 5/8" meter
(standard residential customer) by $3.42.

CAWP-Wholesale Water Raúes and Charges - The three retail agencies

served by the CAWP-Wholesale water facilities pay for water service under the

terms of water service contracts. The rates and charges cover costs associated
with operation and maintenance, reimbursement of capital replacement costs,

and debt seruice obligations, and may include amounts to maintain certain

specified reserves. Revenues derived from CAWP-Wholesale rates and charges
related to ooeration and maintenance of the water facilities and to debt repayment

obligations help to reduce the water rate revenue requirement. As described in

Section lll of this report it is estimated that the three retail agencies served by

CAWP-Wholesale facilities will pay about $294,000 to cover operation and

maintenance costs. ln addition, CAWP-Wholesale rates paid by the three retail

agencies may either include $321,400 in annual debt service costs (with pump

station upgrades and pipeline replacement), or $94,300 in annual debt service
costs (with GSL funded through the CAWP CFD).

Miscellaneous Revenue - The Agency receives a small amount of revenue

from various miscellaneous Sources such as capital facility fees, standby fees,

construction water sales, other seruice fees, and interest earnings. A portion of
capital facility fee revenue is intended to repay loans related to Ridge and Hillside

water facility improvements. Other miscellaneous revenue is estimated at about

$91,100 annually. This amount is used to help offset water system costs
generally in the water rate analysis.

ln aggregate, a total of $1,409,800 in non-rate revenue has been applied to offsetwater

system costs and thereby help reduce the overall water rate revenue requirement. This

covers about 16 percent of estimated FY 12-13 costs.

Financial Reselves

Beyond covering costs, water rates should assist the Agency in maintaining adequate

and prudent financial reserves.

Water Svstem Operatinq Reserves

ln past water rate studies, the Agency has sought to maintain a two-month operating

reserye within each of the water seryice areas. This benchmark has been applied in

developing the system-wide water rates.
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At the end of the last fìscal year (June 30, 2011), the Agency had total cash, Agency-

wide, of just $616,880. This was at a time when restricted debt service reserves should

have totaled about $694,000, and reserve capital funds from accumulated padicipation

fee revenues should have been about $4 million. ln addition, the Agency has previously

used an operating reserue target equal to two-months of the annual operating and

maintenance budget (exclusive of debt service costs). Based on the FY 11-12 budget,

the operating reserve should be about $900,000. The Agency has no operating reserves

at this time.

With inadequate revenues from water rates, the Agency has been forced to loan reserve

capital funds to pay its bills. This situation is unsustainable, and the critical nature of the

current situation cannot be over stated. Remaining cash matches, more or less, the

required funds for restricted debt service reserves. The repayment of internal loans

(previously described) is expected to gradually replenish restricted reserue capital funds.

However, water rate revenues should be set at a level suffìcient to establish, and then

maintain, an adequate operating reserve, while still satisfying contractually required debt

reserve requirements. The Agency will continue in a dire financial situation until this

situation is corrected.

Balancing an offsetting interest in keeping water rates as low as possible with the urgent

need to re-establish operating reserves, in consultation with Agency staff, the rate

analysis presented herein includes revenues sufficient to rebuild a two-month operating

reserve over a 4-year period. This effectively adds $220,000 to the annual revenue

requirement. ln other words, the proposed overall water rate revenue requirement has

been determined such that the rate revenue would cover estimated costs (after

consideration of other revenues) and provide positive cash inflow of about $220,000

annually. By the end of FY 15-16, it is estimated that the Agency would then have a

water system operating reserve equal to about two months of operating and maintenance

costs.

At that time, the additional revenue could be directed to supporting water system

rehabilitation and replacement needs, which, as indicated previously, is underfunded at

this time even with the proposed rates.
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CAWP-Wholesale Reserves

CAWP-Wholesale reserves have been depleted in recent years to cover replacement

project costs and other needs of CAWP-Wholesale water service. The Agency intends to

work with the three retail agencies to develop a plan for re-establishing CAWP-Wholesale

reserves to desired levels. However, a podion of the CAWP-Wholesale reserves is

appropriately an obligation for the CAWP-Retail water service area. As presented in

Section lll of this report, CAWP-Retail should contribute an estimated $261,300 as

reimbursement of past replacement costs and replenishment of required debt service

reserves. For rate setting purposes, it is assumed that this amount would be provided

through the CAWP-Retail water rates over a three-year period, or at an amount of

$87,100 per year. This cost is included in the monthly debt seruice charge applicable to

CAWP-Retail customers.

Reserue Capital Funds

As described earlier in this section, the repayment of internal loans between various

water and wastewater service areas is to provide funds for the replenishment of reserve

capital funds, particularly in the AWS service area. Reserve capital funds are used to

account for participation fee revenues. No other provision is included in the water rate

analysis for the repayment of reserve capital funds. The repayment of internal loans

reflected in the debt service charges associated with each water seruice area combined

will provide about $104,000 annually on six internal loans with a combined outstanding

balance of about $2 million. Other internal loans, not affecting the water rate calculations,

are not reflected in these fìgures.

Debt Service Reserves

Loans provided by the USDA for the Buckhorn WTP and the Plymouth Pipeline include

requirements for building, over a ten-year period, a debt service reserue equal to one

annual debt service payment. The debt seruice reserve related to loans for the Buckhorn

WTP is an obligation of the CAWP-Wholesale customers, and the Agency intends to

work with the three retail agencies serued by CAWP-Wholesale water facilities to ensure

required reserves are in place, and that any deficiency is corrected. The CAWP-Retail

share of future debt seruice reserve contributions is reflected in the debt service charge

for CAWP-Retail customers.
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The Agency is also required to maintain a debt service reserue related to the USDA loans

for the Plymouth Pipeline. The City of Plymouth has been contributing its share of this

reserue. Reserye contributions are included in rate calculations for the future, but any

existing deflciency has not been reconciled.

Summary of FY 12-13Water Rate Renenue Requircment

The overall annual system-wide water rate revenue requirement for FY 12-13 is

approximately $6.81 million, which is about $0.33 million (5 percent) higher than the

current overall level of water rate revenues. Because of the Agency's effotls to reduce

staff levels, cut costs, and improve efficiencies, the overall level of current water rate

revenues is suffìcient to cover all anticipated operation and maintenance costs, as well as

debt service costs, with consideration of other revenues (including estimated new

revenues from the proposed AWS CFD). The increase in the overall level of rate

revenues is necessary primarily to provide:

. $160,000 to help fund a portion of planned replacement and rehabilitation
projects at one-quarter of the amount needed based on the S-year CIP

. $220,000 to re-establish the two-month operating reserve over a 4-year period.

This revenue requirement is summarized in Exhibit ll4. This would be the proposed

water revenue requirement if CAWP water facility improvements did not also need to be

considered. The need to upgrade and/or replace CAWP pumping and conveyance

facilities, in the absence of the CAWP CFD, adds costs that need to be considered in the

rate analysis. lf voters reject the CAWP CFD, the water rate revenue requirement for FY

12-13 would total about $7.49 million. The additional revenue would provide:

. $121 ,000 as the CAWP-Retail share of the cost to repay the interim WDF loan

. $563,000 as the CAWP-Retail share of the cost to fund planned pump station

upgrades and replacement of the high-pressure pipeline to the Buckhorn WTP

These costs would be entirely borne by CAWP-Retails customers. The three retail

agencies served by CAWP-Wholesale facilities would also have their proportional share

of additional costs reflected in CAWP-Wholesale rates and charges. These potential

additional costs are reflected in the alternative water rate revenue requirement presented

in Exhibit ll-5.

The above revenue requirements do not fully address all of the fìnancial needs of the

Agency's water system. ln particular, the revenue requirement does not:
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Staff Related
Costs (1

$ 192,200
$ 1,311,700
$ 174,000
$ ô96,000
$ 743,300

Total
Rev,

$ 302,400
$ 1,992,200
$ 607,900
g 1,224,800
$ 822,900
$ 240,600
$ 16,500

$ 5,207,300

$ 2,403,700

$ 160,000

$ 220,000

$ (388,300)

$ (7e4,400)

$ 6,808,300

% of Total

4%
29%
9o/o

18%
12%
4%

0.20/.

76%

350/,

aot

3o/o

-60Â

-12o/o

Other

FY 12-13 Revenue Requirement Summary

Oper. & Maint. Costs (2)
Customer Costs
Administrative Costs
Supply/Transmission Costs
Water Treatment Costs
Distribution Costs
Other Operating Costs
Fixed Asset Costs

Oper. & Maint. Sub-Total

Debt Service (3)

Rehabilitation/Replacement Projects (4)

Additions to Reserves (5)

CAWP Wholesale Payments (6)

Other Revenues (7)

Total Rate Rev. Rqmt.

ù

ù

I't0,200
680,500
433,900
528,800

79,600
240,600

$ 3,l1 7,200 $

$

ù

16.500

2,090,100

2,403,700

160,000

220,000

(388,300)

(7s4,400)

3,691,'t oo
u%

$ 3,117,200 $
460/.

100%

Notes:

Exhibit ll-4
Amador Water Agency

Summary of Proposed FY 12-13 Water Rate Revenue Requirements
lf Voters Approve the CAWP CFD for the Proposed GSL

(1) lncludes salaries, benefits, and a portion of the retiree health benefit liability.
(2) Assumes operating and maintenance costs increase by 2% Írom FY 11-12 budget, less specified reductions.
(3) lncludes external debt obligations, as well as internal loan payments. Also includes the CAWP-Retail

portion of replenishing CAWP-Wholesale reserves and replacement project reimbursement.
(4) The water rate portion of S-year CIP is about $3.2 million.
(5) lntended to re-establish a 2-month operating reserve over a 4-year period.
(6) Estimated payments from retail agencies served by CAWP-Wholesale for O&M and debt service costs.

Excludes any payments intended for CAWP-Wholesale reserves or replacement project reimbursement.
(7) lncludes PG&E contract payments, proposed AWS CFD revenue, participation fee revenue applied

to AWS debt service, Plymouth pipeline loan payments from Plymouth, and miscellaneous revenues.

Allow for growth in the operating budget beyond 2 percent from the FY 11-12
budget (less specified cost reductions)

Fully supporl the planned projects to rehabilitate and
facilities

Promptly replenish required debt service reserves
contracts

replace aging water system

at levels required by loan

lmmediately re-establish a prudent operating reserve, but does so over a four-
year period

. Fully reflect long-term retiree health benefit costs.
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Nevertheless, it is believed that the proposed water rates will assist the Agency in

improving its financial condition and enabling it to meet essential financial obligations.

The $7.49 million revenue requirement reflects costs associated with upgrades to the

Tiger Creek and Silver Lake Pines pump stations and replacement of the high-pressure

pipeline to convey water to the Buckhorn WTP. lf voters approve the proposed CAWP

CFD the revenue requirement would be reduced by approximately $684,000. These

additional costs, or their removal, as the case may be, would only affect water rates for

CAWP-Retail customers. Rate schedules reflecting both of these potential outcomes are

presented in this report.

Exhibit ll-5
Amador Water AgencY

Summary of Proposed FY 12-'13 Wafer Rate Revenue Requirements
lf Voters Reiect the CAWP GFD for the Proposed GSL

(1) lncludes salaries, benefits, and a portion of the retiree health benefìt liability
(2) Assumes operating and maintenance costs increase by 2% lrom FY 11-12 budget, less specifìed reductions.
(3) lncludes external debt obligations, as well as internal loan payments. Also includes the CAWP-Retail

portion of replenishing CAWP-Wholesale reseryes and replacement project reimbursement,
(4) The water rate portion of 5-year CIP is about $3.2 million.
(5) lntended to re-establish a 2-month operating reserve over a 4-year period.
(6) Estimated payments from retail agencies served by CAWP-Wholesale for O&M and debt service costs.

Excludes any payments intended for CAWP-Wholesale reserves or replacement project reimbursement.
(7) lncludes PG&E contract payments, proposed AWS CFD revenue, participation fee revenue applied

to AWS debt service, Plymouth pipeline loan payments from Plymouth, and miscellaneous revenues.

Staff Related
Costs

Total
of Total

302,400 40/o

't,992,200 27%
607,900 8%

1,224,800 16o/o

822,900 11%
240,600 3%

Other
Costs Rev.

FY 12-13 Revenue Requ¡rement Summary

Oper. & Maint. Costs (2)
Customer Costs
Administrat¡ve Costs
Supply/Transmission Costs
Water lreatment Costs
Distribution Costs
Other Operating Costs
Fixed Asset Costs

Ooer. & Maint. Sub-lotal

Debt Service (3)

Rehabilitation/Replacement Projects (4)

Additions to Reserves (5)

CAWP Wholesale Payments (6)

Other Revenues (7)

Total Rate Rev. Rqmt.

$
q

ù
ù
ù

ù

192,200 $
1,311,700 $

174,000 $
696,000 $
743,300 $

ù

3,117,200 $

$

ù

$

$

ù

1 't0,200

680,500
433,900
528,800
79,600

240,600
'16,500

ù
Ð

ù
ù
ù

ù

Þ

ù

ù$ 3,117,200 $
42%

2,090,100

3,314,900

'160,000

220,000

(61s,400)

(794,400)

4,375,200
58%

16.500 0.2o/o

5,207,300 70%

3,314,900 44To

160,000 20/o

220,000 3To

(615,400) -8o/o

(794 400) -11%

7,492,400 100%

Notes:
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¡ll. Gost of Seruice Analysis

This section of the report presents and describes the cost of service analysis that

supports the water rate recommendations developed in Section lV on water rate design.

The cost of service analysis is the second step, following determination of the revenue

requirement, in the three-step rate setting process.

The cost of seruice analysis presents the manner in which water system costs are

proportionately allocated to each customer class served by the Agency. While it may at

first appear straightforward to simply allocate costs across all water service areas, several

important considerations made this task fairly complex. As the Agency re-aligns its

accounting and budget structures, the cost allocation process is likely to become simpler,

Section ll, on the annual revenue requirement, described how the FY 12-13 water rate

revenue requirementwas determined, in part, by escalating FY 11-12 budgeted revenues

and expenses by 2 percent, However, even determining the water system revenue

requirement required consideration of the allocation of staff-related costs, administrative

costs, and certain other factors among the Agency's water system operation, wastewater

system operation, and Agency general functions. So, even the revenue requirement

determination involved cost allocation steps.

This section begins with a summary of customer account, water usage, and other

information that helps to characterize the demands placed on the water system, which

then become the bases for cost allocations. Key issues that were considered in the cost

of service analysis, and are described in this section, included:

. Analysis of staff functions and the allocation of staff-related costs including:

o Separation of staff costs between water, wastewater, and Agency general

functions
o Segregation of estimated capitalized salary and benefit costs from

operating costs
o Allocation of costs by function within water operations
o ldentifìcation of costs to be allocated to CAWP-Wholesale rates in

accordance with water service contracts

. Separation of central administrative costs between water, wastewater, and

Agency general functions

. ldentification of operating and maintenance costs to be allocated to CAWP-
Wholesale rates in accordance with water seruice contracts, and the estimated
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returning revenue from the three retail agencies served by the CAWP-Wholesale
water facilities

. ldentifìcation of extraordinary costs that are sufficiently unique to any water
service area and should be addressed as a direct cost to an individual service

area, rather than generally allocated. These include:

o Debt service obligations that have been the direct responsibility of each

water service area

o Extraordinary costs of conveying water to the Buckhorn WTP from the

Mokelumne River through CAwP-Wholesale water facilities

. Allocation of costs among treated water, untreated water, and resale customers.

Some of the above issues are intertwined with one another. The cost of service analysis

did not always proceed in a linear manner. While the presentation and description of the

cost of service analysis contained in this section at fìrst appears linear, it is not always so.

Gustomer and Water Use Gharacteflst¡æ

lnformation on customers and water usage can be presented in a number of different

ways, with each seruing a different purpose. Purposes include providing information to

illustrate what the customer base looks like, and providing information in a manner that

aids in the allocation of costs for cost of service analysis.

Exhibit lll-1 summarizes the number of customers and annual water usage for each of

the water service areas serued by the Agency. The AWS is the largest water service

area, with the greatest diversi$ in terms of customer class and seruice types. Service

types include untreated water, treated water, and resale water seruice, as well as about

120 flat-rate customers. CAWP-Wholesale water facilities provide wholesale water

service (delivery of treated water for retail distribution) to three independent retail

agencies, as well as to the CAWP-Retailwater service area.

The three retail agencies served by the CAWP-Wholesale water facilities together serve

nearly 900 accounts and, as a group, represent approximately 25 percent of CAWP-

Wholesale demands.

Pine Grove CSD 362 accounts

Mace Meadows MWC 417 accounts

Rabb Park CSD 108 accounts

a

a

a
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(1)
(2)
(3)
(4)
(5)

Exhibit lll-1
Amador Water Agency

of Customer Accounts and Water U

Water usage data is from FY 10-1'1 as reported by utility billing records.

lncludes single family, multi-family, and commercial accounts.

Predominately single family with some commercial accounts.

Wholesale water sales to the CAWP-Retail service area is about 278,OOO

Exclusively single family residential accounts.

ccF.

ln aggregate, the CAWP-Wholesale customer base (including all retail customers) is

slightly larger than the Agency's AWS retail customer base, although without the diversity

of customers and service types. Aggregate water use within the CAWP-Wholesale

service area is less than the AWS retail service area due to its primarily residential nature.

Both the Lake Camanche and the La Mel Heights water service areas are smaller than

AWS and CAWP service areas, and are predominately or exclusively residential.

ln addition to providing water service, the Agency provides wastewater service in several

wastewater service areas. ln aggregate, slightly more than 900 separate accounts are

served by the Agency's wastewater system.

Service Area / Service Class
No. of Annual Water

Accounts Use

Amador Water Sysfem
Untreated lrrigation Customers
Untreated lndus./Public Customers
Treated Water Customers (2)
Mule Creek State Prison
Resale

Drytown
Plymouth
Jackson

Central Amador Water Project
CAWP - Retail (3)
CAWP - Wholesale (4)

Pine Grove CSD
Mace Meadows MWC
Rabb Park CSD

Lake Camanche (3)

Le MelHeights (5)

Totals

200,000
165,000
721,000
276,000

15,000
68,000

410,000

244,000

55,300
35,800

5,200

86,000

7,200

Notes:
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Exhibit lll-2 provides a different summary of customer accounts and water usage

characteristics. Here each customer class is identified and the identification of water

serytce area has been excluded. ln addition, information related to size of water meters,

and peaking characteristics for each customer class are provided. As the Agency

transitions to system-wide water rates, the customer and usage characteristics of each

customer class become more important than the geographic proximity. Many of the

allocation factors used in the cost of seruice analysis are derived from the information in

this exhibit.

Gost Gategorizatlon and Func-tional Allocation

The cost of service analysis begins by breaking down the overall revenue requirement

(i.e., costs to be recovered from water rates) into cost categories. This is largely achieved

through the budget structure. However, for some cost categories, such as salary and

benefit costs, and operation and maintenance costs, it is necessary to split these broad

groups of costs along functional lines as well. The five primary functional distinctions

used in the rate study include supply/transmission, water treatment, water distribution,

customer, and administration. Descriptions of the cost categories used in the cost of

service analysis are provided below. The next sub-sections provide details on how salary

and benefit costs were further split along functional lines.

. Salary and Benefif Cosfs - All salary and benefìt costs, including retiree health

benefìts, are included in a single cost category. The subtraction of capitalized

salary and benefit costs is also reflected in this category. Salary and benefit costs

are allocated along the five functional lines described above. Because of the

detailed analysis that went into this allocation, it is separately described in the

next sub-section.

. Administrative Cosfs - Most administrative costs are currently centrally

budgeted, and grouped as administrative expenses, director expenses, and offìce

expenses. Central budgeting occurs through the Agency General Fund (Fund

05) and then is assigned to individual water or wastewater service areas through

inter-fund transfers. A few administrative items are directly budgeted by the
Agency, and that structure is maintained in the cost of service analysis.
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Exhibit lll-2
Amador Water Agency

('l) Customer account and water usage datia is from FY 10-11 as reported by utility billing records.

Meter Size Total Equiv. Annual Peaking Max.
Customer Class 5/8' 314"

General Treated Water Se¡vice
Single Family Residential 6,248 21 52 6,321 6,410 789,000 1.73 114,000

Multi-Family&Commercial 228 13 67 30 29 3 5 3 378 1,120 269,000 1.6'1 36

sub-Totat 6.476 34 119 30 29 3 5 3 6,699 7,530 1,058,000 ' 1.70 150,000

Unteated Wate¡ Service
lrrigation 93 14 56 5 6 1 2 177 393 200,000 3.44 57,000
lndustrial &PublicAgency 1 2 1 4 432

sub-Totat 93 14 56 5 7 1 4 1 181 825 365,000 ' 2.57 78,000

Total Retail Accounts 6,569 48 175 35 36 4 I 4 6,880 8,355 1,423,000 1.92 22848 175 35 36 4 I 4 6,880 8,355 1

Hydr. Capacity Factors --> 1.0 1.5 2.5 5.0 8.0 16.0 25.0 50.0

Resale and Spec¡al
Mule Creek State Prison 276,000 1.30 29,900
Drytown 15,000 2.28 2,800
Plymouth 68,000 2.OO 11,300
Jackson 410,000 1 .66 57

Resale and Special Totals 769,000 1.58 ' 1

CAWP-Wholesale 374.000 1.69 53,000

Notes:
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. Operation and Maintenance Cosús - Most of these costs are direct costs
associated with the ooeration of water facilities within each water seruice area.
Based on line-item details contained in the budget account structure, operation
and maintenance costs have been segregated along the supply/transmission,
water treatment, and water distribution functional lines. An examination of
operating and maintenance costs across the water service areas did not identify
any cleady distinct and signifìcantly different costs across service areas, with one
exception. For the most part, the costs of producing, moving, treating, and
delivering water within each service area appear sufficiently similar to not warrant
differentiation. The one exception is the high cost to pump water to the Buckhorn
WTP. This unique and significant cost is addressed through the CAWP-
Wholesale water seruice contracts, as well as in a proposed pumping surcharge
for CAWP-Retail customers. A portion of Agency's water system operating
expenses is not identified by seruice area, but is indirectly allocated, similar to
administrative costs.

. Fixed Assef Cosfs - Fixed asset costs are a relatively minor pad of the current
budget and represent purchases for equipment used in offices, shops, and in the
field. as well as tools and instruments.

. Debt Seryice Costs - Debt service costs are a significant part of the overall
revenue requirement. These costs are segregated by water service area and the
rate analysis includes a calculation of monthly debt service charges for each
water service area so that the debt obligations of one area are not borne by

customers in other areas.

. Transfers and Reserve Contribution - This category includes the amounts
included in the water rate revenue requirement to: (1)support the rehabilitation
and replacement of water system facilities, and (2) begin to re-establish a prudent
operating reserye.

. Non'Rate Revenues - Non-rate revenues are applied against costs on a

functional basis and thereby help to reduce water rates. There are several non-
rate revenue sources that each offset certain costs, as summarized below.

o PG&E contract payments, a portion of AWS participation fees, and a

oortion of AWS CFD soecial tax revenue all offset the annual debt service
costs of the AWS 2006 COPs

o City of Plymouth payments toward USDA loan repayments are applied
against those loan payments

o Revenues from the three retail agencies served by CAWP-Wholesale
water facilities related to operations and debt service are applied against
appropriate operational and debt service costs

o lnterest earnings and miscellaneous seryice revenues are used to offset
customer costs.

ln identifying and allocating costs to functional components, staff and staff-related costs

have been analyzed separately from other costs. Each of these is described separately

in the next sub-section.
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Exhibit A-1, in Appendix A, presents information related to all of the operating and

maintenance costs, as well as non-rate revenues used to offset operating and

maintenance costs, as they are contained in the Agency's FY 11-12 budget and then

adjusted and allocated for determining the FY 12-13 water rate revenue requirement.

Debt service costs, and related offsetting revenue, are excluded from this presentation for

simplicity and ease of presentation. The estimated operating and maintenance costs of

the combined water seruice area for FY 12-13, net of non-rate offsetting revenues, is

aPProximatelY $S.Zt million.

Aralysts of Stafrf,elated Gosts

The analysis of staff costs, including salaries, benefits, and retiree health benefits, is

comprised of the following:

. Escalation of budgeted costs from FY 11-12 Io FY 12-13 using a 2-percent
escalation factor, as previously described in Section ll of this report, less
reductions related to retiree health benefìt liabili$ coverage and removal of non-
recu rring consultant costs.

. Analyzing staff positions within the Agency by position title and assigning each
position to one of the broad categories listed below. Exhibit lll-3 summarizes the
results of this assignment.

o Customer

o Administrative

o Watertreatment

o Transmission/distribution

o Wastewater

Staff positions identifìed functionally in the transmission/distribution category were
then split into the supply/transmission category and a water distribution category.
For purposes of rate setting the supplyitransmission function relates to untreated
water transport to treatment facilities, as well as raw water canal operations and
water distribution to customers receiving untreated water. Distribution costs
include distribution of treated water to retail customers. Of The 24 percent of staff
costs identified as transmission/distribution, 4 percent was assigned as

supply/transmission and 20 percent as water distribution.

. Reviewing the specific application of staff costs through three separate
mechanisms to assess how individual staff positions work in relation to water and
wastewater functions, to each water service area, and in different direct and
indirect caoacities. The three mechanisms reviewed included:
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Exhibit lll-3
Amador Water Agency

Functional Distribution of Staff Positions l1|

Admin¡slration 45%
Account Clerk ll (2)
Administrative Assistant I I

Administrative Assistant lll
Assistance Engineer
Conslruction Foreman
Controller
Executive Secretary/Board CIerk
Field Operations Manager
General lVlanager
Human Resource Technician
Human Resource/Offìce Manager
I nsoector
Purchasing Agent
Supervising Engineer

Customer Seruice 5%
Customer Service Representative ll (2)
Customer Service Technician/Utilitv Clerk
Meter Reader

Notes:

Water Treatment 16%
lnstrumenUElectronics Techn ician
Supervisor Electronic Control Systems
Water Production Supervisor
Water Treatment Operator lll (3)

Transmission/Distribution 24%
Canal/Distribution Supervisor
D¡stribution Operator ll (3)
Distribution Operator lll (2)
Prevenlative Maintenance Technician
Utilitiy Worker ll (3)
Utility Worker I (2)

Wastewat$ 10%
Wastewater Operator I (2)
Wastewater Ooerator ll

Wastewater Suoervisor

(1) Percentageallocationswerederivedbasedonthesalaryforeachpositionandthenumberofpeopleineachposition
Numbers in parentheses indicates number of people with the position title, if greater than one.

o Assignment of staff positions as used in developing the FY 1 1-12 budget

o Summary of actual time records for each staff position for FY 10-1 1

o Estimates provided by managers of how their staff spend their time
across functional areas and/or different service areas

All three of these sources of information helped to inform decisions on how to
allocate salaries and benefìts among water service areas, wastewater service
areas, and Agency general activities. ln the end, staff costs were functionally
allocated across the different service areas and activities on the following bases:

o Customer- Based on customer accounts (water and wastewater)

o Administrative - Based on direct budgeting to Funds 03 and 05, then with
consideration of overall seruice area demands (water production and
wastewater generation)

o Supply/transln,ssion - Based on water production (water only)

o Watertreatment- Based on water production (water only)

o Water distribution - Based on miles of distribution pipelines and sewer
collection pipelines (water and wastewater)

o Wastewafer- Assigned entirely to wastewater.

The separation of water system staff costs from wastewater system and Agency
general activities is important to the rate setting process. The analysis also
assessed costs across the different water service areas. This is not directlv
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required for system-wide rate setting purposes, but is necessary to assign staff-
related costs to CAWP-Wholesale.

. Estimation of the portion of salary and benefìt costs that are capitalized (i.e.,

assigned to capital program activities, rather than operational costs) and thereby
removed from the rate setting process. Seven percent of total salary and benefìt
costs are capitalized within both the water and wastewater systems. This
includes the portion of staff costs included in Agency general activitles. However,
the capitalized staff costs occur only in water and wastewater systems, and not
within Agency general.

. Assignment of staff related costs to the operation of the CAWP-Wholesale water
facilities as required to determine charges under water service contracts.

. Retiree health benefit costs were allocated among the water system, the
wastewater system, and Agency general activities in the same manner as the
allocation of admin istrative costs.

The results of the allocation of staff-related costs are presented in Exhibit lll4. This

includes a summary of the allocations both functionally and across water, wastewater,

and Agency general activities, as well as the resulting distribution of FY 12-13 staff-

related costs for salaries, benefits, and retiree health benefits. Total water system salary

and benefit costs of $3,117,200 are used in rate calculations. Although Exhibit ll14

allocates cost to each water service area, this is only to provide staff-related cost

information for determining CAWP-Wholesale water rates and charges.

Functional Allocation of Gosts

Once the overall revenue requirement is defìned, and costs have been categorized and

functionalized, the detailed cost allocation steps can proceed. The procedure for

allocating costs to various customer classes is complicated by the fact that the Agency

provides water seruice to customers that receive treated and untreated water, as well as

to retail and to resale customers. The cost allocation process recognizes and reflects the

different service characteristics and different demand characteristics associated with

these variations in seruice.

There are a number of ways to allocate costs for rate setting purposes. Some are rather

complex requiring detailed knowledge of water system costs, cost drivers, and customer

water use characteristics. Others are somewhat simpler to understand and administer.

Because the Agency provides different services to a variety of customer types, a more

complex cost allocation methodology is warranted. However, the complexity must also

be tempered by the availability and quali$ of information.
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Exh¡blt lll-4
Amador WaterAgency

(1) Based on staff¡n9 analys¡s and assignment of slafi pos¡t¡ons to funct¡onal classif¡cations shown ¡n Exhib¡t lll-3.
(2) Assumes 2 0 percent increase from FY 11-12 budget.
(3) Based on h¡story and discussions with staff.

$50,000 for the GASB 45 oPEB liability (to be placod in a restricted reserue).

Funct¡onal
Funct¡on Allocatlons

Water
Systems

1^t2l

ww
Systems Agency

AwS cAwP-w CAWP-R Camancho La Mel Total Goneral Allocatlon Basls

Satary and Benef,t Ailocat¡ons (1)

Customer 5"/o

Administration 45%
Supply/Transm¡ss¡on 4"/o

WaterTreatrnent 16%
Distrib /collect. 20%
Wastewater Trtmt. 'l0ïo

Compos¡te Totals -> 1OO%

wâter/vvw Only -> 92%
Water Only --> 75%

88%
74%
100%
100%
85%
o%

O.7% 12% Customer Acæunts
o2o/o 8v. 18% Ag.Gen.Budg /Prod./Gen
o.3Y. Water Product¡on
0.3% Water Product¡on
0.5% 15'/o Wtr/WW PiDel¡ne M¡les

'l00o/o Wastewater Only

45V. O% 33% 9'/o

55% 14% 0% 40/o

75Y. 19Y. o% 6Yo

75o/o '19V. 0% 6/o
44Y" 7V. 27'/o 7%

75%
81%
1000/.

17% gVo

19%
510/0 12% 7./" 5%
56% 13% 8% 5"/.
68% 15% 9% 6./.

o3%
03%
0.4%

Amadof
Watef

Adêncv

Water
Systems

Total

ww
Systems Agsncy

aws CAWP-W CAWP-R Camanchê Le Mel Total Goneral

Esaimated FY 12-13 Budget Summary e)
Salaries $ 2,585,000
Benefits $ 1,765,000

Adjust. lor Cap. S&B $ (304,500)
Retiree Health Bene (4) $ 150,000

Totals $ 4,195.500

Functional Dlsttibution of Salary and Benel¡t Cos
Customercosts $ 217.500
Admin¡strative Costs I 1,957,500
Supply/Trans. Costs I 174,000
Water Treatment Costs $ 696.000
Distrib /Collect. Costs $ 870,000
Wastewater Trtmt Costs $ 435.000

Adjust. for Cap Sal. & Bene. $ (304,500)
Ret¡ree Health Bene. $ 150.000

Totals s 4,195,500

$ I,932,800
$ 1,319,700
$ (247,s00)
$ r12,2oo

$ 1,319.900 $ 297,500 $ 182,700 I 124,900 $ 7,900 $ ¿M5,400 $ 206,800
$ e01,200 $ 203,100 $ 124,7OO $ 8s,300 $ 5,400 $ 304,100 $ 141,200

'$ (169,000)'$ (39,100)25 (23,400)'Z$ (16,000)z$ (1,000) t$ (57,000) 7% ofsalary&Benefits(3)
$ 76.600 $ '17,300 s 10,600 $ 7,200 $ 500 $ 25,800 $ 12,000

$ 3,117,200

5 192,200
5 l,447,ooo
5 l74,o0o
$ 696,000
$ 7/ß,300s-
$ (247,500)
$ 112,200

$ 2j28¡00 $ 479,800 $ 294.600 $ 201,400 $ 12,800 $ 718,300 $ 360,000

$ 97,200 $ 500 $ 72,700 $ 20,300 $ 1,500 $ 25,300 $ -
$1,08s,400 $274,800 $ - $ 82,000 $ 4,800 $ 162,500 $ 348,000
$ 130,500$33,000$ - $ 9,900$ 600 $ - $ -
$ 522,100 $132,200 $ - $ 39,500 $ 2,300 $ - $ -
$ 385,900 $ 60,100 $ 234,600 $ 58,s00 $ 4,200 $ 126,700 $ -
$ - $ - $ - $ - $ - $ 435,ooo$ -
$ (16s,000) $ (38,100) $ (23,400) $ (16,000) $ (1,000) $ (57,000) $ -
$ 76,600 $ 17,300 S 10,600 $ 7,200 $ 500 $ 25,800 $ 12,000

s 3,117,200 ¡ 2,128,700 $ 479,800 $ 294,500 5 201,¿100 $ 12,900 $ 718,300 I 360,000

Notes:
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The cost allocation methodology used herein consists of two primary steps. The fìrst is to

allocate costs to functional cost components based on the nature of the cost. The

second is to distribute cost components to each customer class. ln some cases, the

allocation of costs follows obvious assignments, while others require experienced

judgment.

Eight cost components were used in the cost allocation methodology, as defined below.

. Capacity Cost Components - Capacity cost components relate to the capaciÇ
of the water system. Customers that have the ability to place greater or lesser
demands on the water system should bear a greater or lesser share of these
costs. Three types of capacity-related costs were identifìed for allocating water
system costs, including:

o SupplvlTransmission Costs - Costs associated with the capacity to
produce and move raw water supplies to treatment facilities or to deliver
untreated water to irrigation or other untreated water customers are
included in this component. Supply/transmission costs are assigned to all
customers in relation to the maximum month water demand placed on the
water system. This peak demand is the measure of the capacity
requirement imposed by each group of customers.

o Water Treatment Cosfs - Costs associated with the capacity to treat
water are included in this component. Water treatment costs are
assigned to all customers that received treated water in relation to the
maximum month water demand placed on the system. Again, this peak
demand is the measure of the capacity requirement imposed by each
group of treated water customers.

o Water Distribution Cosfs - Costs associated with the capacity to distribute
treated water to retail customers is included in this component. Water
distribution costs are assigned to a treated water retail customers in

proportion to the hydraulic capacity associated with the size of the water
meter.

. Customer Cost Componenf - Customer costs are associated with seruing
customers, including meter reading, utility billing, and customer service. Board-
related expenses are also commonly treated as customer costs, as the Board
represents each customer equally. Customer costs are allocated equally to all

customers, regardless of the demand placed on the water system.

. Commodity Costs Componenfs - Commodity costs are assigned to customers
based on annual water usage. These components generally include all variable
costs, but also include fìxed costs that are reasonably recovered on the basis of
actual water usage. Examples include energy for pumping and chemicals for
water treatment, but may also include other direct and indirect cost of operations.
Similar to capacity cost components, three separate commodity cost components
are needed to reflect the variation in service types.
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o Raw Water Cosfs - Costs associated with raw water supply and
transmission that should be shared by all customers in relation to actual
water usage.

o Treated Water Cosfs - Costs associated with water treatment or treated
water service that should be shared by all treated water customers in

relation to actual water usage.

o Distributed Water Cosfs - Costs associated with the distribution of treated
water to retail customers and the use of the water distribution system.
These costs are allocated to all retail customers in relation to actual water
usage.

. Special Charge Cosfs - This eighth cost component serues to isolate two types
of costs requiring special treatment.

o Debt Service Cosfs - Debt service costs remain as obligations of each
water service area and are handled separately. Separate schedules of
monthly debt service charges are developed for each water service area
in Section lV of this report.

o Extraordinarv Pumpinq Costs - As previously identified, the pumping
costs associated with delivering water from the Mokelumne River to the
Buckhorn WTP are extraordinary costs of the CAWP-Wholesale water
system. While these costs are allocated through the CAWP-Wholesale
rate and charges, because about 75 percent of the CAWP-Wholesale
water demand is associated with the CAWP-Retail water service area
these pumping costs come back to that service area. A special pumping
surcharge is proposed for the CAWP-Retail water service area to
appropriately recover these extraordinary pumping costs.

Exhibit lll-5 illustrates how the overall revenue requirement is allocated to functional cost

components. The basis for assigning each cost category to the functional component

varies. Some are one-to-one direct assignments (e.9., customer staff costs are directly

allocated to the customer cost component), while others allocated by a variety of means,

as summarized below:

. Administrative staff costs, the adjustment for capitalized staff costs, and retiree
health benefit costs are allocated to functional components in relation to the
allocations of customer, supply/transmission, water treatment, and water
distribution costs are assigned in Exhibit lll-4. These administrative costs are
allocated to the capacity components, whereas direct operational staff costs are
allocated on the basis of usage.

. lndirect operating expenses are allocated to all users on the basis of capacity
through the supplyitransmission component
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Exh¡bit lll-5
Amador Water Agency

Water Rate Cost Allocat¡on

Capac¡W Costs

Customer

Commoditv Costs Special
ChargeAWAWater

Svstems Total
Supply/ Water Water
T¡ans Trêâfmant Dicrriht¡finn

Raw Treated Distrib.
Water Water Water

WATER SYSTEM REVENUE REQUIREMENT
Salary & Benefit Costs

Customer $ 192.200
Adminiskative $ 1,447.000
Supply/Transmission $ 174,000
Water Treatment $ 696,000
Water Distribution S 743.300
Capital¡ze Sal. & Benes. $ (247,500)
Retiree Health Benefits $ 112,200

Total staff-Related costs $ 3,117,200
Administrat¡ve Costs

Adm¡n¡strative Expenses
Director Expenses
Omce Expenses

TotalAdmin. Costs

Operatîons and Ma¡ntenance
Supply/Transmission
Water Treatment
Water D¡stribut¡on
Other Operating Expenses

Total Oper & Maint Costs
FãedAssefs

Equip., Tools. and lnstruments $ 16,500

Total Fixed Asset Costs $ 16.500

Deöt Service Cosfs
Amador Water System
CAWP-Wholesale
CAWP-Retail
Lake Camanche
La Mel He¡ghts
CAWP-R Re¡mb. to CAWP-W

Total Debt Service Costs
Transfers & Reserue Contrib.

Rehab /Replac Projects $ 160,000
Operating Resrv. Contrib. $ 220,000

Total Trans. & Rsrv. Contrib $ 380.000
/Vor-Rate Revenues

Plymouth DS Paynrenls $ (189,300)
PG&E Conkact Payments $ (173,000)
AWS Part¡c Fees for DS $ (41,000)
AWS CFD for DS $ (300,000)
CAWP-W Rate Rev. for DS $ (321,400)
CAWP-W Rate Rev for O&M $ (294,000)
M¡sc Revenue $ (91,100)

Total Non-Rate Revenue $ (1,409,800)

$ 266,500
$ 61,400
$ 462,800

$ 790,700

$ 433,900
$ 528,800
$ 79,600
$ 240,600

$ 1,282,900

$ 1,823,900
$ 1,289,200
$ 51,300
$ 43,600
$ 19,800
$ 87,100

$ 3,314,900

Total FY 12-13 Rev. Rqmt, $ 7,492,400

$ 139,451 $ 557,802 $ 595,710
$-$-$-
$-$-$-
$-$$
$ (23,852) $ (95,408) $ (101,892)
$ 10.813 $ 43.252 $ 46.191

192,200
1 54,037

(26,347)
11.944

q
q

$174,000$ - $
$ - $696,000$

$ - $ 743,300

q

$ 126,411 $ 505,646 $ 540,009

$ 39,992 $ 32,939 $ 34,965
$-$-$-
q Âq ¿¿q q 67 2ô1 q An 71q

$ 331,834

$ 17,81 6
$ 61,400
q ?rì q?q

$ 174,000 $ 696,000 $ 743,300

$ 37,379 $ s4,886 $ 48,524
$-$$-
q 

^¿q1, 
q aÃ?íq q A-¿2^A

q

q

$ 109,¿141 $ 90,139 $ 95,684

$-$
$-$
$-$q ?¿n Ann ç

q
q

e

q

$ 110,155 g 102,291 $ 150,201 $ 132,789

$239,900$-$-
$ - $528,800S -

e 79,600
q

q-

$ 194,000
$-
$-
$-

$240,600$ - $

$ 6,600 $ 4,950 $ 4.950 $

$ 239,900 $ 528,800 $ 79,600

q

$ 194,000

$-

q
q

$ 6,600 $ 4,950 $ 4,9s0

R

s

q

q

$-

$ 1,823,900
$ 1,289,200
$ 51,300
$ 43,600
$ 19,800
s 87.100

$-$-$-

$ ô4,000 $ 48,000 $ 48,000s-$-s-

q

s

$-$-$

$-$-$
$220.000$ - $

$ 3,314,900

$-

ç

q

q

q
q

$ 64,000 $ 48,000 $ 48,000

q

$

$-

$-
$-
$-ù-
$-
$-
$ t91 100

$220,000$ - $

$-$-$
$-$$
$-$-$
$-$-$
$-$-$
$ - $(2s4,000)$
s-$-$

(1 89,300
(1 73.000,
(41,000j

(300,0001
(321,4OO,

q
q

q$ $ (e1,100) $ - $(2s4,000)$ $ (1,024,700

$ 547.053 $ 648.735 $ 6EE.643 $ 350.888 $ 736.191 $ 1.081.001 $ 955.689 s 2.484.200
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U

Ð
ãI
m
Ð

o
mz

(n
U)-m

>F
34
ãEloni Ov2
ÐÀ¡Y
Ãcn
Ø4
i<
<m



A¡¡RooR WnTER AGENCY

SYSTEM-WIDE CoST OT SERVICE

nruo WnreR Rnre SruoY

. Fixed asset and water system rehabilitation and replacement costs are allocated
to capacity components in relation to the investment in the water system in

various types of facilities (supply/transmission, water treatment, and water
distribution), based on a review of the Agency's fìxed asset records.

. Operating reserue contributions are allocated to all users on the basis of actual
water usage through the raw water commodity component.

. Non-rate revenues are applied against appropriate operating or debt service
costs, as previously described.

. Administrative expenses are allocated across the full spectrum of cost
components in relation to the result of all other cost allocations. This is a

common method of allocating indirect costs, and maintains proportionality
consistent with the direct assignment of costs.

Direct operating and maintenance costs historically have not been clearly delineated

along functional components in the Agency's budget structure. For example, power costs

are not clearly delineated between transmission pumping, water treatment plant energy

costs, and distribution system pumping. As the Agency moves away from budgeting and

tracking costs by seruice area, it can focus additional attention on the functional

distribution of costs. This would aid future cost of service and rate setting processes.

Iletermination of Unit Gosts

Once costs are allocated to functional cost components, each component cost is then

divided by the number of units to arrive at unit costs for each component. Units were

derived from the information contained in Exhibit lll-2, as summarized below.

Supply/transmission capacity units - This is the demand on the water system
during the maximum month expressed in millions of gallons per day (mgd). The
maximum month water demand for the water system is 8.09 mgd.

Water treatment capacity units - This is the demand for treated water on the
water system during the maximum month expressed in mgd. The maximum
month treated water demand of the water system is 6.17 mgd.

Water distribution capacity units - This is the total number of 5/8" equivalent
meters represented by treated water retail customers. Each meter size is related

to a 5/8" meter on the basis of hydraulic capacity. As an example, a 1 %" meter is
equivalent to five 5/8" meters. There are 7,530 equivalent meters receiving retail

treated water service from the Agency.

Customer units - There are 6,884 customer accounts (water meters) receiving
water seruice from the Agency. This includes treated water, untreated water, and

resale customers.
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. Raw water commodity units - This is the total annual volume of water delivered to
all customers served by the Agency. The total annual water sales volume to all
water service customers is 2,192,000 CCF.

. Treated water commodity units - This is the total annual volume of treated water
delivered to customers. The total annual treated water sales volume, including
deliveries to resale customers, is 1,827,000 CCF.

. Distributed water commodity units - This is the total annual volume of treated
water delivered to retail customers receiving treated water, including Mule Creek
State Prison. The total annual volume of retail treated water deliveries is
1,334,000 CCF.

The calculation of unit costs is presented in Exhibit lll-6. Units are summarized at the top

of the exhibit. Costs are carried fonruard from the functional distribution of costs in Exhibit

lll-5, summarized by cost category. Each of these costs is divided by the units to arrive at

unit costs, which are summarized in aggregate at the bottom of Exhibit lll-6.

Gost D¡stribution to Gustomer Glasses

Unit costs presented in Exhibit Ill-6 are then used to distribute the costs of providing water

service to each customer class, as presented in Exhibit lll-7. Customer classes include:

. General treated water service, including
o Single family residential customers
o Multi-familyresidentialcustomers, and
o Commercial customers

. Mule Creek State Prison

. Untreated water service, including
o lrrigation customers
o lndustrial/publicagencycustomers

. Resale customers
o Drytown County Water District
o City of Plymouth
o City of Jackson

Unit costs related to each functional component are multiplied by the demand units for

each customer class. Only the relevant functional components are included in the

derivation of the total cost of seruice for each customer class. The resulting allocation of

the total water rate revenue requirement (excluding debt service and extraordinary

pumping costs), by customer class, is shown in the right side of Exhibit lll-7.
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Exhibit lll-6
Amador Water Agency
Unit Costs of Service

(1) Costs in this exhibit are carried forward from Exhibit lll-5, but exlude costs from the Special Charge Cost column in that exhibit, as those
costs are handled separately in special charges.

(2) Units of service are derived from information in Exhibit lll-2.

Capacity Costs

Customer
Gosts

Commodity Costs

Total Costs
l1ì

Supply/ Water Water
Trans. Treatment Distribution

Raw Treated Distrib.
Water Water Water

Units of Service (2) -> 7,530
Eq. Mtrs.

6,884
Accts.

1,827,000 1,334,000
ccF ccF

8.09
mgo

6.17
mgd

2,192,000
ccF

Salaries & Benefits
Total
Unit Cost

Administration
Total
Unit Cost

Operation & Maintenan<
Total
Unit Cost

Fixed Assets
Total
Unit Cost

Transfers & Reserve Co
ïotal
Unit Cost

Non-Rate Revenues
Total
Unit Cost

3,117,200

790,700

1,282,900

16,500

380,000

(385,1 00

q

e

ntrib.

540,009 $
71.72 $

95,684 $
12.71 $

-$
-$

4,950 $
0.66 $

48,000 $
6.37 $

331,834 $
48.20 $

110,155 $
16.00 $

-$
-$

-$
-$

-ù

$ (s1,100) $
$ (13.23) $

696,000 $ 743,300
0.38 $ 0.56

150,201 $ '132,789

0.08 $ 0.10

528,800 $ 79,600
0.29 $ 0.06

q

q

505,646 $
81,919 $

on l?o q
Y

14,603 $

-ù
-$

4,950 $
802 $

48,000 $
7.776 $

$
ù

q 126,411 $
15,624 $

109,441 $
13,527 $

240,600 $
29,738 $

6,600 $
816 $

64,000 $
7.910 $

ù

174,000 $
0.08 $

102,291 $
0.05 $

239,900 $
0.11 $

-$

220,OOO $
0.10 $

$ (2e4,ooo) $
$ (0.16) $

Totals and Unit
Costs of Service

ï 5,202,200 91.46 $
$/Eq. Mtrs.

50.97 $
$/Acct.

0.34 $
$/ccF

$ 67,615 $ 105,100 $
$/mgd $imgo

0.59 $ 0.72
$/ccF $/ccF

Notes:
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Exhibit lll-7
Amador Water Agency

Cost Distribution to Customerto
CaDac¡tv Costs

Customer
Costs

Commodity Costs
Supplyi Water Water
Trans. Treatment D¡str¡bution

Raw Treated Distrib.
Water Water Water Cost of Service

Un¡t Cost of Service

Water Service Crasses

General Water Service
Units of Service
Alloc Cost of Service

Mule Creek State Pr¡son
Un¡ts of Serv¡ce
Alloc Cost of Service

Untreated Water Service
Units of Service
Alloc Cost of Service

Drytown CWD
Un¡ts of Service
Alloc. Cost of Service

C¡ty of Plymouth
Units of Service
Alloc. Cost of Service

City of Jackson
Units of Serv¡ce
Alloc Cost of Service

Total Costs

67,615 $ 105,100 $ 91.46 $ 50.97 $
$/mgd $/mgd $iEq. Mtrs. $/Acct.

0.34$ 0.59$ 0.72
$/ccF $/ccF $/ccF

369
249,416 $

0.74
49,717 $

192
129,696 $

0.07
4,656 $

0.28
18,789 $

140
94,778 $

3.69
387,690 $

074
77,280 $

-$

0.07
7,237 $

o.28
29,206 $

140
147.322 $

7,530
688,643 $

6,699
341.459 $

1

Ãl q

18'l
s,226 $

1

1

51 $

1

51 $

1,058,000

276,000
92,696 $

365,000
122,587 $

15,000
5,038 $

68,000
22,838 $

410,000
137,700 $

1 ,058,000 1,058,000
62s,998 $ 757,960

276,000 276,000
163,304 $ 197,729

-$

1 5,000
8,87s $ -

68,000
40,234 $ -

410,000
242,589 $ -

$ 3,406,s00

580,776

261,509

25,857

1 11,11 9

622,440

%bs

68%

12o/o

5%

1%

2%

12Vo

$ 547,053 $ 648,73s $ 688,643 $ 350,888 $ 736,191 $ 1,081,001 $ 9ss,689 $s,008,200 100%
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GAWP-Wtrolesa le Water S¡rstem

The Agency provides wholesale water service to three retail agencies through CAWP-

Wholesale water facilities. The Agency's CAWP-Retail water service area is also served

by CAWP-Wholesale water facilities. CAWP-Wholesale water facilities include diversion

facilities on the Mokelumne River, the Tiger Creek and Silver Lake Pines pump stations,

a high-pressure transmission pipeline, the Buckhorn WTP, and treated water distribution

mains that feed treated water storage tanks.

CAWP water service contracts include specific provisions for charges related to:

. Variable operation and maintenance costs, including an allowance for a variable
O&M reserve

. Fixed operation, maintenance, and replacement costs, including allowances for a
fixed O&M reserue and a capital replacement reserve

. Reimbursable capital replacement costs, including debt service costs

Specific details on the determination of charges under the CAWP-Wholesale water

seruice contracts are beyond the scope of the system-wide water rate study. However,

estimates of the charges for FY 12-13, related to operation and maintenance costs and

debt service costs, are summarized Exhibit lll€ as the revenues derived from these

charges effectively reduce the operation and maintenance costs and the debt service

costs that would otherwise be recovered through system-wide water rates.

Costs allocated to CAWP-Wholesale from the overall water rate revenue requirement

oresented in Exhibit lll-5 are summarized below.

Salaries and Benefit Costs
Administrative Costs
Ooeration and Maintenance Costs
Fixed Asset Costs
Debt Service

Total

$479,800
$121 ,000
$536,900

$3,1 00
s1,289,200

$1,931,400

The amount for debt service shown above includes the following elements:

. $378,000 for existing obligations related to the 1985 WDF loan, and two USDA
loans related to construction of the Buckhorn WTP

. $161 ,200 associated with repayment of the interim WDF loan from the County

. $750,000 estimated for the financing of upgrades to the Tiger Creek and Silver
Lake Pines pump stations and replacement of the high-pressure transmission
pipeline that convey water to the Buckhorn WTP.
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Est¡mated
Totals for
FY 12-13

279,800
4,O15

657,300

483,500

1,289,200

CAWP
Retail

207,700
3,014

$ 487,900 $
$$
$$
$ 3s8,900 $
$$
$ 967,800 $
$$
$ 1,814,600 $

$ 40,658 $

$ 967,800 $

per 1,000 gallons
per '1,000 gallons
per 1,000 gallons

Mace
Meadows

MWC

Rabb
Park
csD

Pine
Grove
CSD

Allocation Factors
Annual Water Usage (1,000 gal.) (1)

No. of Parcels (2)

FY 12-13 Revenue Requirement
Fixed O&M Costs (3)

Fixed O&M Reserve (4)

Capital Replacement Reserves (4)
Variable O&M Costs (5)

Variable O&M Reserve (4)
Capital Costs (Debt Service) (6)

Capital Costs (PayGo Reimb) (4)

Total Rev. Requirement ù

41,400
366

97,300

71,500

1'l 7,500

286,300

8,108 $

117,500 $

26,800
497

63,000

46,300

159,600

268,900

5,250

r 59,600

3,900
138

9,200

6,700

44,300

60,200

767

44,300

q
q

$
$
$

Q

s

I

$ 2,430,000

Est¡mated FY 12-13 CAWP Wholesale Rafes and Charges

Monthly Fixed O&M Charge

Annual Capital (Debt Service) Charge
Charge per Parcel

Variable O&M Water Rate (7)

Iger Creek Pumping Costs (8)

Other Variable O&M Costs

$ 321.10

$ 1.7s
$ 1.10
$ 0.63

Notes:

Exhibit lll-8
Amador Water Agency

FY 12-13 Est¡mated CAWP Wholesale Rates and Charges
PUMP STATION UPGRADES AND PIPELINE REPI-ACEMENT FUNDED THROUGH WATER RATES

(1) FY 10-11 annual water deliverjes. Used to allocate fìxed and variable O&M costs.
(2) No of parcels as used inFY 11-12 CAWP wholesale rate analys¡s Used to allocate capital cosls.
(3) lncludes all CAWP Wholesale O&M costs less those costs included in variable O&M component Component costs

are recovered through monthly charges to each entity.
(4) Permitted item, but not included in this analysis as these items have no bearing on system-wide rates analysis.
(5) lncludes variable pumping and treatment costs. Component costs are recovered through a wholesale water usage

rate that ¡s appl¡ed to aclual water deliveries.
(6) lncludes debt service on approved loans, including annual funding of requíred debt service reseryes, totalling $378,000.

Also includes est¡meted $911,200 associated with repayment of the lnter¡m WDF loan and estimated debt service related to
pump station upgrades and transmission pipeline replacement. Those costs would be avoided if the proposed CAWP CFD
is approved by voters

(7) Water usage rate applied to actual water deliveries to recover variable O&M costs.
(8) lncludes power and pump-related costs for the Ïger Creek and Silver Lake Pines pump stations.

The later two elements listed above would be removed if voters approve the CAWP CFD

thereby clearing the way for construction of the GSL.

A portion of the rates and charges paid by the three retail agencies served by CAWP-

Wholesale water facilities reduce the revenue requirement from system-wide water rates.

Revenues from variable O&M charges and fixed O, M, & R charges are applied against

appropriate operating and maintenance costs and revenues from the capital (debt

seruice) charges are applied to CAWP-Wholesale debt obligations. The balance of

CAWP-Wholesale debt obligations is covered through debt seruice charges applicable to

CAWP-Retail customers. These returning revenues are summarized below.
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Ooeration and Maintenance Revenue
Debt Seruice Revenue

Total

They also appear in Exhibit lll-5 as revenues that offset the system-wide water rate

revenue requirement. CAwP-Wholesale rates and charges may also include amounts

for establishing and maintaining CAWP-Wholesale operating and capital replacement

reserves, as allowed by water seruice contracts. Any amounts collected for those

purposes would not offset the Agency's system-wide water rate revenue needs.

The operating and maintenance costs for the CAWP-Wholesale water system include

pumping and pump-related costs associated with the Tiger Creek and Silver Lake Pines

pump stations. As indicated in Exhibit lll-8, about $1.1O/tg of the $1.73ltg water usage

rate is related to pumping requirements. lf voters approve the CAWP CFD, one the GSL

becomes operational the water usage rate could be reduced from $1.73/tg to $0.63/tg, for

a reduction of approximately 64 percent. For the three retail agencies, this would provide

estimated annual savings of about $79,000.
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lV. Water Rate Design

This section of the report describes and presents the calculation of system-wide water

rates for the Amador Water Agency, The water rates are based on the FY 12-13 water

rate revenue requirement presented in Section ll of this report, and the cost of service

analysis presented in Section lll of this report. The proposed water rate schedules

provide an equitable distribution of water system costs to all users within the areas served

by the Agency.

Gunent Water Rates

Current water rate schedules for each of the Agency's water service areas were adopted

at different times based on different sets of assumptions and following different rate

setting objectives and rate methodologies. Because the rate structures for each service

area differ it is diffìcult to assess the relative equity in rates across seruice areas. The

differences in methodology and the perceived disparity in the rates are two of the reasons

that guided the Agency to develop a system-wide water rate approach.

Current water rates within the four water service areas addressed by this study are

summarized in Exhibit lV-1. Current water rates and charges within each of the water

service areas were adopted on the following dates: (1) Amador Water System - October

2010, (2) CAWP-Retail - July 2006, (3) Lake Camanche - July 2006, and (4) La Mel

Heights - July 2007.

Some of the differences among the existing rate structures include:

. Billing is provided monthly for the AWS and bi-monthly for CAWP-Retail, Lake
Camanche, and La Mel Heights (the Agency is planning to move to monthly
billing for all water seruice area).

. Residential customers are subject to tiered residential usage rates in CAWP-
Retail, Lake Camanche, and La Mel Heights, and uniform residential usage rates
in AWS. The three tier structures vary across water service areas,

. A few (about 20) customers in AWS remain unmetered and pay flat water rates
based on lot size. An additional 100 customers have water meters but remain on
flat rates. All accounts within the three other water service areas are metered.

. Seruice charges and usage rates vary across all water service area.
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Exhibit lV-1
Amador Water Agency

Current Water Rates

Amador Water

Water Usage Rates ($/CCF)
Treated Water Retail Customers
Mule Creek State Prison
Treated Water Resale Customers
Untreated Water Customers

Service Charg es ($/month¡
General Service

5/8" meter
3/4" meter
1" meter
1 112" meler
2" meter
3" meter
4" meter
6" meter

Mule Creek State Prison
Drytown CWD
City of Plymouth
City of Jackson

Untreated lrrigation
5/8" meter
3/4" meter
l" meter
1 1l2" meter
2" meter
3" meter
4" meter
6" meter

Untreated lndustrial/Public Agency
2" meter
3" meter
4" meter
6" meter

Flat Water Rates ($/month)
Treated Water

Up to 7,000 sq. ft. lot
7,001 to 16,000 sq. ft. lot
Over 16,000 sq. ft. lot
Additional dwelling

Untreated Water
Up to 7,000 sq. ft. lot
7,001 to 16,000 sq. ft lot
Over 16,000 sq. ft. lot
Additional dwelling

$ 1.89
$ 1.58
$ 1.18

$ 0.52

$ 25.13
$ 33,21
$ ¿g.se
$ 80.78
$ 1s8.28
$ 267.58
$ 413.06
$ 817.14

$ 15,e69.00
$ 1,230.00
$ 7,127.00
$ 21,813.00

$ t s.so
$ 24.85
$ ¡s.¿¿
$ ot.sl
$ 9368
$ 178.39
ù z/ó.oÕ
$ 538.40

$ 688.00
$ 1,367.00
$ 2, 130.00
$ 4,252.00

$ 76.71
$ 89.95
$ 202.58
$ 44.04

ù JO at¿+

$ 40.48
$ 61.49
$ 24.77

$ 1.16
$ 1.94

$ 4750
$ oz.e o

$ 94.00
$ 171.90
g 264.70
$ 513.60
$ 790.90
$ 1,565.90

Tier 1 (0-50 CCF/2-mos)
ïer 2 (>50 CCF/2mos)

Bi-Monthly Seryrce Charges ($/2-mos)
5/8" meter
3/4" meter
1" meter
1 112" metet
2" meter
3" meter
4" meter
6" meter

Water Usage Rates ($/CCF
Tier 1 (0-100 CCF/2-mos)
ïer 2 (>100 CCF/2mos)

Bi-Monthly Seryrce Charges ($/2-mos)
5/B" meter
1" meter

ù
ù

ù
Ð

'1.65

2.45

80.00
1 10.00

; bv Service Area

Water Usage Rates ($/CCF
Residential

ïer 1 (0-20 CCF/2-mos)
Iier 2 (>20 CCF/2mos)

Non-Residential

Bi-Monthly Seryrce Charges ($/2-mos)
5/8" or 3/4" meter
1" meter
1 112" meter
2" meter
3" meter
4" meter
6" meter

$ 2.08
$ 3.12
$ 2.49

$ oz.so
$ 147.00
$ 279.55
$ 438.55
ù Õoz.oc
$ 1,339.75
$ 2,665.05
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. The proportion of revenue from fixed service charges and variable usage charges
varies for each water service area. ln AWS about 56 percent of revenue is
derived from usage charges and 44 percent from service charges. For the three
other water service areas the revenue mix is about 34 oercent of revenue from
usage charges, and 66 percent from seruice charges.

ln developing system-wide water rates, a single uniform rate structure is developed that,

with limited exceptions (e.9. treated water vs. untreated water seryice) applies to all

customers. Whenever there is any change in a rate structure, customers will be affected

differently. Some customers may benefit from the changes, while others may pay more

under a new structure. ln all cases, however, the proposed system-wide water rates,

developed following a consistently applied cost of seryice analysis, will be more equitable

than current multiple rate structures. The system-wide water rates developed in this

section reflect a reasonable and consistent apportionment of costs among customers and

customer classes, consistent with rate setting practices. lt is also consistent with

recommendations made by the Amador County Grand Jury.

Rate Setting Obiectives

The development of water rate recommendations has been guided by several rate-

setting objectives. These objectives were reviewed with Agency staff and include:

. Rates should generate sufficient revenues to meet the fìnancial obligations
related to operations, debt service, water system rehabilitation and replacement
needs, and maintenance of prudent reserves as determined through the
calculation of the water rate revenue requirement

. Rates should reflect an equitable apportionment of the costs of providing service
to each customer and customer class

. Rates should encourage water conservation and efficient water use

Water Rate Galculations

The cost of service analysis presented in Section lll resulted in a distribution of the water

rate revenue requirement to each customer class based on customer, water usage, and

demand characteristics. The next step in the rate setting process is to calculate water

rates for each class.

Proposed water rates include fixed monthly seruice charges and water usage charges for

each customer class. These are uniform across all water seryice areas. ln addition, a

pumping surcharge is recommended for customers within the CAWP-Retail seruice area

THE REED GRoup. l¡rc. Dmpr - 3/15/2012 Pnce 55



Avnoon WATERAGENCY
Svsreu-Wroe Cosr oF SERvrcE

AND WATER RATE STUDY

to reflect the extraordinary costs of pumping water to the Buckhorn WTP. This pumping

surcharge can and should be eliminated once the GSL is fully operational. Separately,

monthly debt service charges are included for customers within each water service area

to reflect debt service costs, which will remain as obligations of each service area.

Monthly Water Service Gharges and Water Usage Rates

Exhibit lll-7 presented the results of the cost of service distribution of costs to customer

classes. Water rates for each customer class are derived from these distributed costs.

Costs associated with each customer class are divided into three rate comoonents.

These include:

. A fixed customer cost to be incorporated into the monthly service charge

. A fixed capacity cost to also be incorporated into the monthly service charge

. A water commodity cost to be incorporated into the water usage rates

ln designing the water rates additional consideration is given to the relative mix of

revenue to be generated from monthly service charges versus water usage charges. As

described previously, current AWS water rates derive a majority of revenue through

usage charges, whereas about twothirds of the rate revenue is derived from service

charges within the other water service areas.

The best management practice for water conservation, promulgated by the California

Urban Water Conservation Council (CUWCC), suggests that at least 70 percent of rate

revenue should be derived from usage charges. By placing a large percentage of costs

in usage charges customers are given greater financial incentive to reduce water

demand. lt also gives customers greater ability to control the amount of their water bills.

The drawback of emphasizing water usage charge revenue over fixed service charge

revenue is that a majority of water system costs are fixed. By emphasizing usage

charges fluctuations in water demand can lead to swings in water sales revenue that are

not matched by changes in cost. This revenue volatility issue can lead to additional

fìnancial risk when water demand falls, for whatever reason.

To balance differing objectives, the proposed water rates are designed such that about

50 percent of water rate revenue will be derived from fixed service charges (including

debt service charges, described later) and about 50 percent from water usage charges

(including the CAWP-Retail pumping surcharge, described later). This seems an
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appropriate balance among objectives and is between the current revenue mix for AWS

and the other water seruice areas.

To achieve this overall approximate 50/50 balance, costs assigned to the capacity

component and the commodity components are shifted a bit. This is done within each

service class, so it does not result in any shifts in cost responsibility between service

classes. Exhibit lV-2 summarizes the results of this distribution of costs to each of the

three rate components.

Fixed monthly seruice charges for Mule Creek State Prison, Dfiown CWD, the City of

Plymouth, and the Gity of Jackson are each derived simply by adding the monthly

customer cost to the monthly capacity cost to arrive at the total monthly service charge.

This is possible because each of these customers is it's own customer class.

For general treated water service customers and untreated water seruice customers,

monthly service charges are determined by scaling the capacity cost across meter sizes,

based on hydraulic capacity, and assigning each customer the customer cost. Exhibit

lV-3 summarizes the calculation of monthly service charges across meter sizes. Monthly

seruice charges for industrial/public agency customers are higher than those for irrigation

customers because of the differences in demand characteristics (high volume, less

peaking).

Water usage rates are derived simply by dividing the commodity costs by the annual

water use within each service class. The result of this calculation is shown at the bottom

of Exhibit lV-2, and is summarized as follows.

Treated water service $2.19|CCF

Mule Creek State Prison $1.61/CCF

Drytown, Plymouth, Jackson $1.21lCCF

Untreated water service $0.61/CCF
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Exhibit lV-2
Amador WaterAgency

Water Rate

Notes:
lì; F-rom Exhibit lll-7.

Allocated Costs (l) ->
Rate Component Calculat¡ons

Customer Costs
No. ofAccts.

Monthly Customer Cosf -->

Capacity Costs
No. of Eq. Mtrs.

Monthly Capacity Cost (5/8' Mtr.) ->
Commodity Costs

Ann. Water Use (CCF)

Water Commodity Cost ($/CCF) ->

$ 750,544 $ 137,111 $ 30,703 $ 7,664 I 28,827 g 126,524
7,530 825

General Untreated
Water Mule Creek Water Drytown City of City of

Service State Prison Service CWD Plvmouth Jackson

$ 3,406,500 $ 580,776 $ 261,509 $ 25,857 $ 111,119 g 622,440 $ 5,008,200

$ 341,459 $ 50.97 S 9,226 $ 50.97 $ 50.97 $ 50.97 $ 350,888
6,699 1181 1-n----T

$ 4.2s $ 4.2s $ 4.2s $ 4.2s $ 4.25 $ 4.25

$ 1,081,373

8.31 $ 11,426 $ 3.10 $ 6395 2,402 $ 10,544

$ 3,s75,939
1 ,058,000 276,000 365,000 I s,000 68,000 41o,oo0

$ 2.19 $ 1.61 $ 0.61 $ 1.21 $ 1.21 $ 1.21
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Customer Class

Treated Water Service
Customer Cost
Capacity Cost

Total Service Charge

Untreated lrrigation
Customer Cost
Capacity Cost

5/8"

$ 4.25
8.31 1

$ 12.55

Ð +.zc

Meter Size
1 1t2"

8 4.25
$ 41.53

$ 45.78

$ 4.25
$ 15.51

$'t9.75

,|, 4'

16.71 $

4.25 8 4.25
3. 10 4.65 $ 7.75

8.90 s 12.00

$ 4.25 $ 4.25 4.25 $ 4.2s
$ 66.45 S 132.91 207.67 S 41

$ 70.70 $ 137.1s

$ 4.25 $ 4.25
s 24.81 $ 49.62 77.53 $ 155.07

4.25
20.77

25.01

Total Service Charge $ 7.35

U ntreated I n d u stri a l/P u b I ic Ag e n cy
Customer Cost
Capacity Cost

Total Service Charge

$ 29.06 $ s3.87

$ 4.25 $ 4.25
$ 99.24 $ 198.48

2',11.92 $ 419.58

4,25 $ 4.25

81.78 $ 159.31

4.25 $ 4.25
310.13 $ 620.26

$ 103.49 $ 202.73 314.38 $ 624.51

Exhibit lV-3
Amador Water Agency

Monthly Service Charqe Calculations

The CAWP-Retail, Lake Camanche, and La Mel Heights water service areas all have

tiered water rate structures for single family residential customers. The Agency also has

cons¡dered a tiered structure for residential customers of the AWS. Therefore, a tiered

water rate structure is proposed for single family residential customers under the system-

wide water rates. The treated water rate listed above would apply to multi-family and

commercial accounts.

To maintain equity and balance between the uniform water usage rate and the tiered

structure, the tiers are designed such that the weighted average cost of the volume of

water sold across all tiers is equal to the uniform water usage rate. This is achieved by

analysis of the monthly water use of all single family customers.

It is recommended that the tiered water rate structure include 10 CCF oer month in the

first tier, and the next 30 CCF (up to 40 CCF) in the second tier, and all water use above

40 CCF per month in the third tier. The first tier equates to about 250 gallons per day,

which is generally considered adequate for indoor domestic purposes. The second tier is

intended to reflect a reasonable range of water use to meet irrigation demands (up to

nearly 1,000 gallons per day). Slightly less than 10 percent of all single family water use

would fall within the third tier. More than one-half of all single family water use would fall

within the first tier.
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To provide incentives for water conseryation, it is recommended that tier steps each

increase the rate relative to the previous tier by 25 percent. These tier steps are

moderate in comparison with those often found in water utilities (tier steps commonly

range from 10 to 100 percent), and are intended to provide a conservation incentive

without being perceived as punitive.

The resulting single family tier structure is shown below. The weighted average rate

across the three tiers is $2.19, which is the same as the proposed uniform rate applicable

for multi-family and commercial customers.

Use Ranse % of Use Rate ($/GCF)

ïier 1

Tier 2

Tier 3

0-10 ccF

1140 CCF

> 40 ccF

56.6%

33.6%

9.8%

$1.e2

$2.40

$3.00

Complete schedules of the proposed monthly seruice charges and water usage rates are

presented in Exhibit lV-6, near the end of this section. The exhibit also includes the

proposed CAWP-Retail pumping surcharge and the monthly debt service charges

applicable to each water service area. The derivations of those charges are described in

the next sub-sections.

Monthlv Flat Rates

About 120 treated and untreated water customers within the AWS continue to pay flat

rates based on lot size. The rate schedule presented in Exhibit lV-6 includes monthly flat

rates for these customers. The flat rates are based on water usage data from metered

customers that remain on flat rates. With only about 20 service connections remaining to

be metered, the Agency should soon be able to eliminate flat rates from the rate

structure.

GAWP-Retail Pumping Surcharge

A pumping surcharge is recommended for customers within the CAWP-Retail water

service area to reflect the extraordinary costs associated with pumping water from the

Mokelumne River to the Buckhorn WTP using the Tiger Creek and Silver Lake Pines

pump stations. These costs are sufficiently uñique and significant that they warrant

separate consideration, rather than being comingled with other costs and included in

system-wide water rates.
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Pumping and pump-related costs include pumping energy, standby power charges,

power foregone, and pump station maintenance. lt is recommended that the pumping

surcharge be based on the cost differences between the current pumping requirements

using the Tiger Creek and Silver Lake Pines pump stations and the related cost savings

that would occur if water is transported to the Buckhorn WTP by gravity flow, through the

GSL.

While the costs of pumping water to the Buckhorn WTP are paft of the CAWP-Wholesale

water operation, the proposed pumping surcharge is recommended only for the CAWP-

Retail rate structure. These pumping costs are incorporated into the CAWP-Wholesale

water rates and charges. The costs need to be separated out in the system-wide water

rates so that all customers are not impacted by these unique CAWP costs.

Exhibit lV4 summarizes the calculation of the CAWP-Retail pumping surcharge. All

water usage within the CAWP-Retail water seruice area should be subject to this

surcharge. The surcharge should be rescinded and eliminated when the GSL project

becomes fully operational. Based on CAWP-Retail annual water sales of 244,000 CCF,

the pumping surcharge will generate about $194,000 annually. This amount has been

excluded from the general monthly service charge and water usage rate calculations

previously described.

Monthl¡l Debt Service Gharges

There are long-term debt obligations, as summarized in Section ll. The repayment of

these obligations will remain within each water service area and will not be melded into

the common system-wide rate structure. To accomplish this, separate monthly debt

service charges are proposed for each water service area. The debt service charges

reflect costs associated with external debt, as well as from internal loans made between

various water and wastewater service areas. The debt service charges are calculated in

much the same manner as monthly service charges, with the charges varying by meter

size (hydraulic capacity).
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Annual Pump-Related Costs (1)
Pumping Energy
Standby Power
Power Foregone
SLP & TC Pumo Station Maint

Total Pump-Related Costs

Without
GSL

$ 271,000
Þ̂

$ 36,e00 $$ zz,soo $

$ 385,200 $

wirh
GSL

20,600
87,1 00
16,200

123,900

Cost

271,000
(20,600)
(50,200)
61 ,100

261,300

279,800

0.93

_12%

1.06

0.79

Ð

$
ù

$

Annual CAWP-Wholesale Water Production (1,000s gal.) (2)

Cost Savings per 1,000 gal.

Unaccounted-For Water System Lose Rate (3)

Pumping Surcharge per 1,000 gal.

Pumping Surcharge per CCF $

(1)
(2)
(3)

Exhibit lV-4
Amador Water Agency

CAWP-Retail e Galculation

From Agency's cost analysis of the GSL project.
CAWP-Wholesale water deliveries to CAWP-Retail and three retail agencies.
Based on the difference between CAWP-Wholesale deliveries into the CAWP-Retailwater
system and metered water sales in the CAWP-Retail water system.

Exhibit lV-5 presents the calculation of monthly debt service charges for each water

seryice area. Specifìc considerations in the calculation of the monthly debt service

charges include:

. The amount of the debt service charge associated with each debt obligation is
shown, as well as the year in which each particular obligation is paid off. At that
time, the debt service charge would be reduced by the amount corresponding to
the retired debt.

. Funds from the repayment of internal loans are to replenish the reserue capital
funds from which the loans were made.

' The CAWP-Retail debt service charge includes the retail portion of CAWP-
Wholesale debt obligations, as well as an estimate of prior unreimbursed capital
replacement costs and required loan reserves that are assumed to be reoaid over
a three-year period.

' The CAWP-Retail debt seruice charge calculation includes: (1)repayment of the
lnterim WDF loan, and (2) the estimated debt service costs related to upgrade of
the Tiger Creek and Silver Lake Pines pump stations and replacement of the
high-pressure pipeline, which convey water to the Buckhorn WTP. lf voters
approve the CAWP CFD, then these two components of the CAWP-Retail debt
service charge would be rescinded.
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Annual Debt Serv¡ce Payments

No of Equ¡v. Meters

Monthly Debt Seryice Charges
5/8" meter
3/4' meter

l" meter
1 1l2" meter

2" meter
3" meter
4" meter
6" meter

Cont¡nues through:

Annual Debt Service Payments

No of Equiv. Meters

Monthly Debt SeNice Charges
5/8" meter
3/4" meter

1" meter
1 1/2" meter

2" meter
3" meter
4" meter
6" meter

Cont¡nues through:

Exh¡b¡t lV-5
Amador Water Agency

Debt

CAWP-Rotail

cAwP-w
Pump./Tnns.

lntsr¡m Replac. CAWP-W
19E5 WDF 2004 USDA 2004 USDA WDF Loan Project 1994 AWS 2010 AWS 2012 AWS Back B¡tting
Loan (3) Loan #1 (3) Loan #2 (3) f3) 14) (31 (41 Loan Loan Lôen tsr

Total ¡f
CAWP CFD

ls Not
Total ¡f

CAWP CFD

5 30,209 S 215,904 S 37,654 S'121,010 S 563,0,14 S 9,270 $ 38,.184 S 3,814 5 87.100
2.839 2,839 2,839 2,839 2.839 2,839 2,839 2.839 2.839

s 089 s 6.34 S 1.11 S 355 S 1653 $ 027 S 1.12 S 011 S 256
s 1.33 S 951 $ 166 S 533 S 24.79 S 041 S 168 S 0.17 S 3835 2.22 $ 1s84 S 276 $ 888 $ 41 32 5 0.68 $ 280 S 0.28 $ 639s 4.43 S 3'r69 S 553 S 1776 I 82.63 S 136 S 5.60 S 0.56 S 12.78
s 7.09 s 5070 5 884 S 28.42 S 132.21 S 2.18 S 8.97 S 0.90 5 20.45s 1419 S 101.40 S 17.68 $ 5683 S 264.42 $ 4.35 5 17.93 S 179 S 4091s 22.17 S 158.44 S 27.63 S 8880 5 413.15 $ 6.80 $ 2802 5 2.EO S 6392S ¿1434 S 316.87 S 55.26 g 177.60 S 826.31 S 13.61 S 56.04 S S60 $ 127.93

FY 15-16 Fy 43-44 Fy 44-45 Fy 52-53 Fy 52-53 Fy 13-14 Fy 39-40 Fy 3l-32 Fy 14-15

5 32.47
s 48.70
5 61.17
$ 162.35
5 259.75
t 519.51
$ 811.73
s 1,623.46

s 12.39
$ 18.59
s 30.9E
¡ 61.9s
5 99.13
$ 198.26
s 309.77
s 619.55

revenues to debt sery¡ce, and PG&E contract payments

For th¡s reason, only debt seruice related to the 2006 COPS is ¡ncluded ¡n the C¡ty of Plymouth's debt service chargà
(3) Represents CAWP-Retail share of CAWP-Wholesale debr serv¡ce obligations.
(4) Debt ser¡ce charge componets related to the lnterim WDF loan and pump slation upgrade/prpeline replacement project would be resc¡nded ¡f the GSL CFD ¡s âpproved by voters.

aswellastheportionprev¡ouslyunbilled Also¡ncludestheCAWP-Reta¡lshareofesl¡matedunre¡mbursedpay-as-you-gocap¡talcostsfromFy06-07thróughFyiO-1.1

Sery¡ce

Amador Water Systom Lake Camancho La liel Heiohts
2006ATP 2009 USDA 2009 USDA
COPs (l ) Loan #1 (2) Loan #2 Ql

Treated &
Untreated ResalersDecial

2010 AWS 2012 AWS
Loan Loan Tolal

2006 usDA 2010AWS
Loan Loan Tolal

s 't,018,625 S 63.588 5 38,351

7,305 6,905 6.905

$ 11.62 S 077 S 0.46
s 17.43 S 1,'t5 S 0.69
s 29_05 S 192 E 116
s 58.10 S 384 5 231
$ 92.97 S 614 $ 370
s 18s.94 S 12 28 S 7 41
s 290.52 5 19 19 5 't1.57

$ 581.05 S 38 37 S 23.14

FY 35-36 FY 48-49 FY 4849

$ 12.85 t 10,28r MCSP
S 19.28 $ 1,026 Drßown
$ 32.13 S 4,64E Plymouth
$ 64.26 5 16,707 Jackson
S 102.81 S 411 2" Untrt lnd.
$ 205.62 , 522 3" Untrt. lnd.
$ 321.28 $ 1.285 4" Untrt. lnd.
S 642.57 5 2.570 6" Untrt lnd

I 34,827 5 8,823

738 738

s 393 S 100
$ 590 S 1.49
s 9.83 S 249
$ 19 66 S 4.98
$ 3146 S 797

FY 39-40 FY 3't-32

$ 4.93
$ 7.39
s 12.32
$ 24.64
s 39.43

10,912

53

8.930

5 17.16 S 14.04
s 25.74 S 21 06
5 4289 S 3510
$ E5 79 S 70.20
s 137 26 S 112.33

FY 4546 FY 3940

5 31.20
$ ¿16.E0

5 78.00
$ 1s5.99
$ 249.58
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' Annual debt service costs for the 2006 COPs related to the Amador transmission
pipeline reflect revenue offsets totaling $514,000 per year from pG&E contract
payments, estimated AWS participation fee revenue available for debt service,
and estimated funds from the AWS CFD.

. Annual debt service costs for the 2009 USDA loans related to the Plymouth
Pipeline are reduced by 65 percent (about $189,300) based on payments made
directly by the City of Plymouth for these costs.

' Net debt service costs of the 2009 USDA loans related to the Plymouth pipeline
are included in the debt service charge for AWS customers, except the City of
Plymouth.

Funds received from the payment of monthly debt service charges should be accounted

for by water seryice area and expended only for the repayment of debt obligations related

to that service area.

Proposed ñ 12-13 Water Rate Schedule

A complete schedule of proposed system-wide water rates for the Amador Water

Agency, combining information from Exhibits lV-2 through lV-S, is presented in Exhibit

lV-6. The proposed rates simplify and bring uniformity to the Agency's water rate

structures, and are intended to meet the revenue needs of the Agency as identified

herein by equitably proportioning costs out to all customers.

Effects of Proposed Water Rates on Water Bills

Any change to rate structures can cause some customers to pay more and others to pay

less, even in a revenue neutral setting. The proposed system-wide water rate structure

has been developed based on annual water rate revenue needs, as described in Section

ll, on a uniform and consistently applied cost of service methodology, as described in

Section lll, and on rate design concepts intended to achieve stated rate setting

objectives, as described in this Section. The proposed water rates reflect the cost of

providing service to each customer class and service type, and thereby provide a more

equitable and uniform basis for charging all water seruice customers.
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Exhibit lV-6
Amador Water Agency

Notes:
(1) CAWP Retail pumping surcharge would be eliminated once the GSL pipeline becomes fully operational.
(2) CAWP Retail debt service charges are shown based on whether or not the CAWP CFD is approved by voters.

CAWP CFD approval would result in significantly lower debt service charges for CAWP-Retail customers.
(3) lncludes a water usage charge, a service charge, and the AWS debt service charge.

Wide Water Rate Schedule

Water Usase Rates ßlCCH Monthly Service Charqes
Treated
Water

Single Family Residential
ïer 1 0-10 CCF/mo. $ 1.92
Tter2 1140 CCF/mo. $ 2.4O
Ter 3 >40 CCF/mo. $ ¡.OO

Multi-Family and Commercial $ Z.t S

Mule Creek State Prison $ 1.61
Drytown, Plymouth, Jackson $ 1.21

Untreated
Water

Untreated lrrigation $ 0.61
Untreated lndus. & Publ. Agen. $ O.Ot

Pump. Surch,
CAWP Retail Customers Only (1) $ 0.79

Untreated Treated
Water Water

S/8'meter $ 7.35 $ 12.55
3/4" meter $ A.eO $ 16.71
1" meter $ 12.00 $ 25.01
1 1/2" meter $ 19.75 $ 45.78
2" meter S 29.06 $ 70.70
3" meter $ SS.8Z $ tSZ.tS
4" meter $ 81 .78 $ 21j.92
6" meter $ 159.31 $ 419.58

2" lndus./Public meter $ 103.49
3" lndus./Public meter S 202.73
4" lndus./Public meter $ 314.38
6" lndus./Public meter $ 624.51

Mule Creek State Prison g 11 ,430
Drytown CWD $ 643
City of Plymouth $ 2,406
City of Jackson $ 10,548

Monthly Debf Servfce Charges by Seruice Area
CAWP-Retail Service Area

Amador CAWP CFD CAWP CFD Lake La Mel
Water System Not Approved Approved by Camanche Heights
Service Area by Voters (2) Voters (2) Service Area Service Area
$ 12.85 S 32.47 $ 12.39 $ 4.93 $ 31 .20
$ 19.28 $ 48.70 $ 18.59 $ Z.gS $ 46.80
$ 32.13 $ 81.17 $ 30.98 $ 12.32 $ 78.00
$ 64.26 $ 162.35 $ 61.e5 g 24.64 $ 155.99
$ 102.81 $ 259.75 $ 99.13 $ 39.43 $ 249.sS
$ 205.62 $ 519.5r $ 198.26g 321.28 $ 811.73 $ 309.77
s 642.s7 $ 1,623.46 $ 619.s5

5/8" meter
3/4" meter
1" meter
1 1l2" meter
2" meter
3" meter
4" meter
6" meter

2" lndus./Public meter
3" lndus./Public meter
4" lndus./Public meter
6" lndus./Public meter

Mule Creek State Prison
Drytown CWD
City of Plymouth
City of Jackson

$
$
$
$

$
$
$

411.24
822.48

't,285.'13
2,570.26

10,28'l
1,028
4,648

16,707

AWS Monthly Flat Water Rates (3)

ïreated Water
Untreated Water

Up to 7,000 7,001 to Over 16,000 Additional
Sq. Ft. 16,000 Sq. Ft. , Sq. Ft. Units

$ 69.20 $ 91.10 S 276.14 $ 42.92
$ 34.28 $ 46.48 7$ ß7.26 $ 33.06
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The specific impact of the proposed system-wide water rates on individual customers will

depend on water seruice area, customer class, service class, meter size, and water

usage. Because a large majority of customers served by the Agency are single family

residential customers, Exhibit lV-7 provides a comparison of single family customers with

low, median, and high water use within each service area. The low water usage is typical

of winter water use, in the absence of irrigation demands; the median use is the median

average monthly water use across all single family customers; and the high water use is

representative of peak summertime water usage. Actual water usage varies within and

across water seruice areas, with the CAWP-Retail service area exhibiting somewhat

lower residential water demands than the other areas.

The differences in total bill amounts across water service areas are due to: (1) debt

service charges, which are unique to each seryice area, and (2) the pumping surcharge

applicable only in the CAWP-Retail service area. lf voters approve the CAWP CFD, the

pumping surcharge would be rescinded when the GSL becomes operational, and the

CAWP debt service charge would be reduced by $20.08 per month for a typical single

family customers. The effect of these changes is included in Exhibit lV-7.

Exhibit lV-7 does not reflect the full range of effects the proposed rates will have on

various customers and in various customer groups. The effects of the proposed rates for

individual customers will vary based on water service area, service type, customer class,

meter size, and water usage. The Agency's resale water customers, as well as Mule

Creek State Prison, will be affected as follows:

. Mule Creek State Prison's annualwater costs are expected to increase about 12
percent. This is largely attributable to high overall water demand, even though
seasonal peaking is attenuated relative to other users.

. Drytown CWD's annual water costs are expected to increase about 1B percent.
This is largely attributed to the increased seasonal peaking characteristics.

. City of Plymouth's annual water costs are expected to rise about 1 percent. This
is largely due to overall water demand that is lower than originally anticipated.

. City of Jackson's annual water costs are expected to increase about 10 percent.
This reflects their overall water demand and peaking characteristics. lt is also
commensurate with the overall increase in costs for AWS customers generally.

THE REED GRoup, Iruc. Dnqrr - 3/15/2012 Pnoe 66



AMADoR WATERAGENCY
Svsre¡¡-Wlor Cosr oF SeRvlce

AND WATER RATE STUDY

CAWP-Reta¡l Service Area
Amador CAWP CFD CAWP CFD LaKe La MeI

WaterSystem NotApproved Approvedby Camanche Heights

Low Use -->
Current Bill
Proposed Bill

Change
% Change

Median Use -->
Current Bill
Proposed Bill

Change
% Change

High Use ->
Current Bill
Proposed Bill

Change
% Change

4
32.69 $
33.08 $
0.39 $
1.2%

7
38.36 $
38.84 $
0.48 $
1.3%

25
72.38 $
80.60 $
8.22 $

11 4o/o

4
42.07 $
s5.86 $
13.79 $
32.8%

7
48.31 $
63.99 $
15.68 $
32.5%

25
101.35 $
119.97 $
18.62 $
18.4o/o

4
42.07 $
32.62 $
(e.45) $

-22-5%

7
48.31 $
s8.38 $
(e.e3) $

-20.6%

¿J

101.35 $
80.'14 $

(21.21) g

-20.9%

4
28.39 $
2s. 16 $
(3.23) $

-11.4%

7
31.87 $
30.92 $
(0.ss) $
-3.OYo

¿J

52.75 $
7268 $
19.93 $
37.8%

4 CCF
46.60
5't.43

4.83
10.4o/o

7 CCF
51.55
57.1 9

5.64
10.9%

25 CCF
81.25
98.95
17.70
21.8%

Notes:
(1) lncludespumpingsurchargeanddebtservicechargeassoc¡atedwithpumpstationupgradesandpipelinereplacement.
(2) Excludes pumping surcharge, and reduces the debt service charge to reflect operation with GSL.

Water Rate Revenues by Service Area

The increase in water rate revenues from each water service area vary, and are a result

of applying a uniform and consistent methodology for appodioning costs to all customers,

and from taking the system-wide approach to rate setting. Exhibit lV-8 summarizes the

change in rate revenues from each service area. The large increase in the rate revenue

from the CAWP-Retail service area ¡s a result of costs associated with upgrading the

Tiger Creek and Silver Lake Pines pump stations and replacing the high-pressure

transmission pipeline. lf voters approve the CAWP CFD, the proposed debt service

charge for the CAWP-Retail service area would be reduced and rate revenue from the

CAWP-Retail area would be reduced by approximately $684,000 to $1,566,000, resulting

in an overall rate revenue reduction of about 10 oercent for that area.
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Est. Rev. Based Est. Rev. Based
on Current on Proposed

Water Rates

Summary of Current and Proposed Water Raúe Reyenues

Amador Water System
CAWP-Retail
Lake Camanche
La Mel Heights

Total

$
ü
Þ

$

$

4,412,000
1,709,000

318,300
37,700

$
Þ

Þ

ù

4,856,700
2,250,100

342,500
43,600

7,492,900

$
$
$

;

444,700
541,100

24,200
5,900

1,01 5,9006,477,000 $

Exhibit lV-8
Amador Water Agency

Summary of Current and Estimated System-Wide
Water Rate Revenues bv Service Area

Debt Service Goverage on 2006 GOPs

The Agency is required, through debt covenants incorporated into the AWS 2006 COPs,

to maintain water rates and revenues within the AWS service area such that gross

revenues less operating and maintenance costs equal or exceed 1.20 annual debt

seryice costs. Based on estimated AWS revenues and operating costs, the proposed

system-wide water rates appear to provide a debt coverage ratio of 1.21. This is a very

slim margin above the minimum requirement, but would satisfy the test.

Fr¡turc Water Rate Ad¡u.sftients

The Agency should include three future water rate adjustments with the adoption of the

proposed system-w¡de water rates.

Rate Reduct¡ons Associated with GSL Proiec-t

The proposed system-wide water rates include costs associated with the repayment of

the USDA loan for the GSL project, as well as the CAWP-Retail pumping surcharge

related to pumping water to the Buckhorn water treatment plant. ln adopting the

proposed system-wide water rates the Agency's Board of Directors could also authorize

that certain portions of the water rates be rescinded upon certain conditions.

. Reduction in CAWP-Retail Debt Seruice Charge - lmmediately upon approvalof

the proposed CAWP CFD the Agency should reduce the CAWP-Retail debt

service charge as shown in Exhibit lV-S, as loan repayment costs would be

included in the specialtax created with the CFD.
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. Elimination of CAWP-Retail Pumping Surcharge - As soon as the GSL project

becomes fully operational, the Agency should rescind the CAWP-Retail pumping

surcharge, as pump-related costs will be significantly reduced.

Significant water bill reductions would be realized when these changes occur. The retail

agencies serued by CAWP-Wholesale water facilities would also benefit from these

events. Changes in CAWP-Wholesale rates would change in accordance with the terms

of water service contracts. Neither of the above changes would impact other customers

subject to system-wide water rates.

Automatic Water Rate Adjustments for lnflation

ln the fall of 2008, the Governor signed Assembly Bill (AB) 3030 into law. AB 3030

authorizes water utilities to adopt procedures for automatically adjusting water rates to

counter the effects of inflation. Automatic adjustment procedures may be adopted for up

to five years.

Because of the Agency's current financial situation and the potential escalation in costs, it

is recommended that the Agency adopt procedures for automatically adjusting monthly

water service charges, water usage rates, and the CAWP-Retail pumping surcharge on

an annual basis based on changes to the San Francisco consumer price index (SF-CP|).

It is recommended that these adjustments be implemented each July (beginning in 2013).

Monthly debt service charges would not be included in these automatic adjustments, as

those charges are calculated based on established debt service obligations.

Automatic adjustments may not be sufficient to address all the financial needs of the

Agency. However, it could serve as a safety measure to help protect against

deterioration in the value of rate revenue as costs naturally rise.
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Appendix A - FY 11-12 and FY 12-13 Budget Details
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OPÉRANON AND 
'IAfruTE¡'ÁNCE 

COSTS

5611 1/57001 Salar¡es
56113 Overt¡me
56114 Stândby

Adjust lor Capitalized Salaries
lotal Salaries

Benellts
56120 L,nemploymenllnsurance
56122 Allowance-CompAbsences
56123 Heallh-lnsurance
56124 Relirement
56125 Fica/Med¡care
56126 Workers Comp
56127 SVLI Disâbility

750/"

75%
7sVo

Capitalized Salary Ccts -> 7%

2 425 294
58 474
50 252

2,473,800
59,600
51.300

1,849.700
44,600
38,400

(147,100) (4)
1,785,600

9S,100
162,900
492,700
349,000
141,900
61,600
12,600

(100.400) (4)
'1,219,400

112,200

2,5U,020 2,5U,700

130,000 132,600
213,575 217,800
646.060 659,000
457,685 466,800
186,048 189,800
80,811 A2,400
16,439 16,800

75%
t5%
75%
75Vo

75%
750/o

750/o

Port¡on Cap¡talized -> 7%Adjúst for Capitalized Benefits
Tolal Benefìts 1,730,618 1,765,200

Rel¡rcø Heallh Benel¡ts
57380 Retiree Heallh Benefts 450,280 150,000 (5)

34,850
150,000
41 9,435

s5,000
664,435

8,600
6,000

11,600
280.000 (7)
310.000

174,500
71,400

355,000 (7)
75,500

120,875

Expenses
56270 GroundsMaintenance
56729 lnsuranc€ (Property/L¡abilìty)
56730 Consulbnls
56750 Legal Fêes

lotal Direcl Adm¡n Costs
Direclor Êxpenses
5661,| DirectorCompensation
56612 DirectorT¡ave¡/Confemc/Meals
56614 DÌrectorlnsurance
56615 Elætion Expense

Tot¿l Director Expenses
Olt¡ce Expênses
5662'1 Office Supplies
56622 Publications/Advertrs¡ng
56623 Postage
56624 Prìnl¡ng
56625 Computer Mntc & Support
56626 Training/Conferences
56628 M¡leagefiGvel/Meals
56630 Hr Hiring Acùvitìes
56631 Membership 0ues
56634 Merchanvcrodit Card Fees
56636 À/iscellânæusExpense
56637 f\,4anage/sExpenses
56638 Public Rolations
56640 Offiæ Bldg & Grnds [.4ntdulil
56M2 Telephone/Ans Svc - Offìce
56729 lnsurance (Property/Liability)
56750 Legal Fees

Total Office ExpÞnses

562'13 TrensmisionSystem
56214 Canal-Clean/Chems/Tests/O&M
56221 Storage/Dams/Reseryoirs
5625'l Planls/Pumps - Iger Creek PS
56253 Sewer Fees/Pow€r Loss

Waler Trealmenl
56231 Treatment Planls
56235 WaterTesls
56251 Plents/Pumps
56266 Stale Health Dept Fe€s

Watat D¡slibul¡on
56212 Collect/Oistr¡bSystem

Olhet t)pe raling E xp e n ses
56241 Veh¡cleMaìntenance/Repa¡r
56242 Gas &oil
56243 Aulo Shop l.4åinlenance
56254 Rad¡os
56261 Tool/EquipMntc/Replac/Rental
56262 Safety/Supplies/N4ntc
56263 Uniforms
562õ7 Licenses/Cerl¡fi€t¡ons
56268 i/ìileage/TGvel/Food
56270 Groundsllla¡ntenance
56275 lvl¡sc Expense

57226 Shop Equipment
57227 Tools & lnstrum€nts

Total F¡xed Assets

39,000 39,800 88%
5,000 5,100 88%
3,469 3,s00 88./.

- 21,000 88%
47,469 69,400

13,000 13,300 90%
4,350 4,400 88%

34,000 34,700 88%'13,000 13,300 88%
199,250 203,200 90%
20,000 20/00 s0%
2,150 2,200 90%
1,500 1,500 90%

41,000 41,800 90%
5,000 5,t00 so%
4,000 4,'t00 90%
500 500 90%

15,000 15,300 %
44,000 44,900 90%
60,000 61,200 90%
2,250 2,300 90%

46,350 47,300 90%
505,3s0 51 5.500

59,000 60,200'128,000 130,600
200 200

4,500 4,600
16,000 16,300
12,750 13.000
8,000 8.200
4,600 4,700
800 800

26,000 26,500
2,500 2,600

262,350 267,700

12,000 12,200

6,000 6,100
18,000 18,300

6,150 6,300
129,750 132,300
210,435 e8,700 (6)
44,650 45,500

384,835 266,500

35,200
4,500
3,100

18,600
61.400

12,000
3,900

30.700
1 1,800

1A2,700
18,300
2,000
1,300

37,600
4,600
3,700

400
1 3,800
40,44O
55,000

2,100
42.500

462,800

8,600 8,800
6,000 6,100

10,800 11.000

l7) 280,000 285,600 (7)
120,000 122A00

151,500 154,500
43,800 44,700

(7) 278,500 284,100 (7)
44,600 45,500

78,000 79,600

54,100
117,400

200
4,100

14,700
1 1,700
7,400
4.200

700
23,800
2,300

1,021,800 1,282,900Totâl Oper end lVeint Expen ----1ÃT1,qlî

OIflco Equrpment

90./.
90%
90%
9t%
90%
90%
90%
90./.
90%
90%
90%

90%
90v.
90%

TOIAL ESTIMATED FY 12-13 O&M COSTS FOR SYSTEM.WOE WATER RATES

11,000

5,500
16,500

5,207,300

(1) lncludesrelovantporl¡onsofFYll-l2budgetforeitherthecosol¡datedAgency-widebudget,theAge¡cyceneralbudget(FundOS),orthe
combined budgols for all water lunds (AWS (04), CAWP-W (06), CAWP-R (14), Camanche (1 3), and La Nlet (09))

(2) Amounls shown for FY l1-12 has been escalated by 2 0 percent, unless otheñtse noreo
(3) SeoSectionlllofthêreportfortheallocâtionsfâctorsusedloassigneportLmofcoststolhewal€rsystems
(4)AssunesT0percentoIsalâryandbenef¡t@slsarecâpilalized,andlherebyremovedfrcmoperatingandmainlenancecosts Seesectionlllfordetã¡ls
(5)AmountbudgetedinFYll-12wasreducedloS150.000inFY12-l3althedirectionofslaf Thisincludesaboul$l0O,OOOincurentinsurånce

premiums and about $50,000 to be set aside in a reslricted ac@unt for Future needs Nol all of lhe future liabilìty is fundeo
(6) Nonjecuning granLfunded consulting cosLs have been removed fiam FY 12-13
(7) Costs assæialed w¡lh the lgq Creek âncl Silver Lake Pines pump slations hevB been removed from the Plants/Pumps account and segregated ã

supply/transmrssion costô to facilitate rate analyses
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