Public Hearing

Groundwater Production & Other Water Charges
April 13, 2021
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Public Hearing has Three Specific Objectives

1. Present annual report on Valley Water’s activities
and recommended groundwater production
charges

2. Provide opportunity for any interested person to
“...appear and submit evidence concerning the
subject of the written report” to the Board of Directors
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3. Determine and affix Groundwater Production and
Other Water Charges for FY 2021-22
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50t Annual Report Released

Annual Protection and Augmentation
of Water Supplies Report
provides information & accountability

Filed February 26, 2021
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Valley Water

FEBRUARY 2021
50th Annual Report

FY 2021-22

Protection and Augmentation Available online:
of Water Supplies https://www.valleywater.org/ProposedWaterCharges
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https://www.valleywater.org/ProposedWaterCharges

A comprehensive, flexible water system serves 2.0 million people
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Topics for Today’s Public Hearing

Rate Setting Process

Y 22 Financial Analysis and Projections
»Key Assumptions for FY 22
»Cost Projection

PWater Usage
»Recommended Groundwater Production Charges

pState Water Project Tax
»Schedule/Wrap up
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Rate Setting Process

/‘e'./ Valley Water



District Act Defines Purposes for Groundwater Charges

1. Imported Water 2. Imported Water
Facilities Purchases

Purposes for
Groundwater
Charges

3. All Facilities which will
“conserve or distribute water
Including facilities for
groundwater recharge,
surface distribution, and
purification and treatment”

valleywater.org

"Q./ Valley Water Attachment 2
~ Page 7 of 35



Resolution 99-21 iIs the Board’s Pricing Policy
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Board Pricing Policy Summary

» Groundwater charges are levied
within a zone for benefits
received

» Modified zones shown became
effective on 7/1/2020

» All water sources and water

facilities contribute to common
benefit within a zone regardless
of cost, known as “pooling”
concept

» Helps maximize effective use of
available resources

» Agricultural water charge shall

not exceed 10% of M&Il water
charge
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Prop 218 not applicable to Groundwater Charge-setting process

» Supreme Court found Prop 218 not applicable to groundwater charges

» Certain Prop 218 requirements continue, like holding a public hearing, and noticing well
owners, which are consistent with District Act

» Supreme Court found Prop 26 is applicable to groundwater charges

» To qualify as a nontax fee under Prop 26, GW charge must satisfy both:
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1. GW charge established at amount that is no more than necessary to cover

reasonable costs of government activity

2. Manner in which costs are allocated to payor bear a fair or reasonable relationship to
payor’s burdens on, or benefits received from government activity

fé_/ Valley Water Attachment 2
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The Surface Water Charge-setting Process is Consistent

with Prop 218 Process for Water Service Charges

» Includes cost of service analysis by customer class
» Includes protest procedure as defined in Board Resolution 12-10

Historical Majority Protest Procedure Results

2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 20
o
Surface Water -
©
North County W-2 0% 0% 0% 0% 0% 0% 0% 5% 0% 3
@
South County W-5 0% ©

South County W-7 0% 0% 0% 1.3% 0% 0% 0% 0% 0%

South County W-8 0%

/-$_, Valley Water achmen
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Valley Water follows best practice rate making steps

——o STEP 6. Develop Unit Rates by Customer Classes

o S5TEP 5. Develop Unit Costs by Customer Classes

i s

| STEP 4. Allocate Offsets to Customer Classes
o S5TEP 3. Allocate Costs to Customer Classes

STEP 2. Identify Revenue Requirements

valleywater.org

o STEP 1. ldentity Utility Pricing Objeclives & Constraints
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Pricing Objectives and Constraints

A
S

Valley Water

Legal
Considerations

- District Act
- Resolution 99-21
- Prop 218

Demand
Management

- Effectively manage
treated water, surface water,
groundwater, and recycled water

Equitable
Contributions
from New
Customers

Economic
Development

_ = Primary Pricing Objectives

Costof Service
Based
Allocations

- AWWA M-1 Manual
- Best practices

Pricing
Objectives

Simple to
Understand &
Update

Revenue
Sufficiency

- Achieve strong
bond ratings

Environmental

Stewardship

- Preservation of open
space

Revenue
Stability

Minimization of
Customer
Impacts
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FY 22 Financial Analysis
and Projections

/‘Q./ Valley Water
U J



Scenario Assumptions

1) Baseline: Pacheco Staff Recommendation 2) Baseline without Pacheco
» Baseline Projects* » Baseline Projects*
» Delta Conveyance (3.23% participation) » Delta Conveyance (3.23% participation)
» Anderson Dam Seismic Retrofit » Anderson Dam Seismic Retrofit 00
S
o
» Potable Reuse Phase 1 to produce 9-12KAF by FY 28 » Potable Reuse Phase 1 to produce 9-12KAF by FY 28 ;
P Assumes 100% debt financing via P3 entity > Assumes 100% debt financing via P3 entity ';
3
: : >
» Pacheco Reservoir —Pacheco-Reservoir m
» $485M Proposition 1 grant B $485M Proposition-1-grant —
©
» WIFIA loan for 49% B WIFHA loanfor49% >
P Partner Agencies pay 20% of project —PartnerAgenciespay-20Y%-ol-project
» Master Plan Projects Placeholder**: » Master Plan Project Placeholder**:
P Assumes $346M from FY22-FY31, mainly after 5 Year CIP » Assumes $346M from FY22-FY31, mainly after 5 Year CIP
» Agricultural Charge at 25% of Zone W-8 M&I ($85.38/AF in FY 22) » Agricultural Charge at 10% of Zone W-8 M&I ($34.15/AF in FY 22)

/-A\_/ VCI uey WG ter * Includes but not limited to dam seismic retrofits, Rinconada WTP reliability improvement, 10-year pipeline rehabilitation program

** Master Plan Project Placeholder includes anticipated costs for new pipelines, pipeline rehabilitations, treatment plant upgrades & SCADA implementation projects

~ Attachment 2
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Financial Analysis: Cost Projection
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Implementation of CIP results in debt service increases
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||I|||||||E

2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

Fiscal Year
m Principal m Interest

Valley Water

$52.6M in FY 2021-22
$194.4M in FY 2030-31

* Debt service
coverage ratio
targeted at 2.0
helps ensure
financial stability
and high credit
ratings

Attachment 2
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Water Usage (Valley Water Managed)
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Recommended
Groundwater
Production Charges
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Proposed Maximum Groundwater Charge Increases

M&I Groundwater Charge Year to Year Growth %
Baseline Scenario: Pacheco

FY22 FY23 | FY24 | FY25 | FY26 | FY27 | FY28 | FY29 | FY30 | FY31

North County Zone W-2 |9.6% | 9.6% 9.6% 9.6% 9.6% 9.6% 9.6% 9.6% 8.7% 8.7%

South County Zone W-5 |4.6% | 4.6% 4.6% 4.6% 4.6% 4.6% 4.6% 4.6% 4.6% 4.6%
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South County Zone W-7 |10.3%]10.3% 10.3% 10.3% 10.3% 10.3% 10.3% 10.3% 10.3% 10.3%

South County Zone W-8 |4.4% | 4.4% 4.4% 4.4% 44% 4.4% 4.4% 4.4% 4.4% 4.4%

/‘é_/ Valley Water Attachment 2
Page 19 of 35



Est. Monthly Impact to Average Household

M&I Groundwater Charge — Monthly Impact to Average Household
Baseline Scenario: Pacheco

North County Zone W-2 |$4.55|$4.98 $5.46 $5.98 $6.56 $7.18 $7.87 $8.63 $8.57 $9.32

South County Zone W-5 [|$0.741$0.77 $0.81 $0.85 $0.89 $0.93 $0.97 $1.01 $1.06 $1.11
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South County Zone W-7 |$1.70|$1.88 $2.08 $2.29 $2.53 $2.79 $3.07 $3.39 $3.74 $4.12

South County Zone W-8 |$0.50|$0.52 $0.54 $0.56 $0.59 $0.61 $0.64 $0.67 $0.70 $0.73

/‘é_/ Valley Water Attachment 2
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FY 2022: North County W-2 Proposed Maximum Charges

A
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Valley Water

Dollars Per Acre Foot

Maximum
Proposed
FY 2021-22

Zone W-2 (North County) % Change

FY 2019-20 FY22 vs FY21

FY 2020-21

Basic User/Groundwater Production Charge
Municipal & Industrial 1,374.00

Agricultural 28.86 195.9%

Surface Water Charge

Surface Water Master Charge 37.50 9.6%
Total Surface Water, Municipal & Industrial* 1,411.50 9.6%
Total Surface Water, Agricultural* 66.36 90.6%

o

Treated Water Charges

Contract Surcharge 100.00

Total Treated Water Contract Charge** 1,474.00 10.0%
Non-Contract Surcharge 200.00 _ 0.0%
Total Treated Water Non-Contract 1,574.00 8.4%
Charge***

S4.55 to $5.06 per month average household increase

~~~~~~

------

valleywater.org

* The total surface water charge is the sum of
the basic user charge (which equals the
groundwater production charge) plus the
water master charge

** The total treated water contract charge is
the sum of the basic user charge (which
equals the groundwater production charge)
plus the contract surcharge

*** The total treated water non-contract
charge is the sum of the basic user charge
(which equals the groundwater production
charge) plus the non-contract surcharge

Attachment 2
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FY 2022: South County W-5 Proposed Maximum Charges

Dollars Per Acre Foot

Zone W-5 (South County) Maximum
Llagas Subbasin FY 2019-20 FY 2020-21 Proposed
FY 2021-22

% Change

FY22 vs
FY21

Basic User/Groundwater Production - -
Charge
Surface Water Master Charge 3750 Do 9.6%
Total Surface Water, Municipal & - - & 0%
Industrial*
Total Surface Water, Agricultural*  [66:36 | 12648 | 90.6%
Recycied iater Charge E— E—

A Valley Water $0.74 per month average household increase

* The total surface water charge is the sum of
the basic user charge (which equals the
groundwater production charge) plus the
water master charge

Attachment 2
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~ Proposed Maximum Ag Charge at 25% of Zone W-8 M&; Staff offered alternative at 10% of Zone W-8 W& or 5335 15/AF
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FY 2022: South County W-7 Proposed Maximum Charges

Dollars Per Acre Foot

Andorson

Zone W-7 (South County) Maximum |% Change
Coyote Valley FY 2019-20 | FY 2020-21 Proposed FY22 vs
FY 2021-22 FY21

* The total surface water charge is the sum of

TOtaI Surface Water, M UniCipa| & 10.2% the basic user charge (which equals the

] L &l | 5
oR0rolr S
: : (o)
Basic User/Groundwater Production - - -
Charge v
et
Municipal & Industrial _ _ 10.3% ©
S
] L =
©
Surface Water Master Charge _ _ 9.6%
|ndUStri a|* - - groutndwr?ter production charge) plus the water
master charge
Total Surface Water, Agricultural* _ _ 90.6%
A Valley Water $1.70 per month average household increase DM

/'-v
~ Proposed Maximum Ag Charge at 25% of Zone W-8 M&; Staff offered alternative at 10% of Zone W-8 W& 08 5335 15/AF



FY 2022: South County W-8 Proposed Maximum Charges

Dollars Per Acre Foot

Zone W-8 (South County) Maximum |% Change : N soserson
Rl FY 2019-20 | FY2020-21 | Proposed | FY22vs [
FY 2021-22 Gty AN

* The total surface water charge is the sum of
O% the basic user charge (which equals the

groundwater production charge) plus the water
master charge

Total Surface Water, Municipal &
Industrial*

Total Surface Water, Agricultural* 90.6%

] L &l | 5
oR0rolr S
o
Basic User/Groundwater Production - - -
Charge v
et
Municipal & Industrial _ _ 4.4% ©
S
] L =
©

Surface Water Master Charge _ _ 9.6%

/-Q_, Valley Water $0.50 per month average household increase DM
~ Proposed Maximum Ag Charge at 25% of Zone W-8 M&; Staff offered alternative at 10% of Zone W-8 W& ox 5335 15/AF



Groundwater Production Charge Projection

M&I Groundwater Charge Projection

North County M&I (Zone W-2)

- = = = -
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-

South County M&I (Zone W-7)
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South County M&l (Zone W-5)

South County M&l| !Zone W_S_‘}

"
r 3
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r 3

i | Agricultural Groundwater Production Charge
209 52886 |528I = o = = o o o o o

g g & ¥ & & g 5 &
v 2 A 2.

QOJ)
20 Zs
<079 |
<)090 '
205,
205,

Fiscal Year
\ D 3 ] [ | . 3 [ H /
/-e_/A Vulley Water Rates snown rounded to nearest dolfar. Attachment 2
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Retaill Agency Benchmarks

A
S

Santa Barbara | : : : : ' ' ' I I 4 $189.24
San Francisco | ! ! ! I I I I $160.56
Palo Alto | ! ! ! ' ' ' S150/84
San Carlos (Cal Water - Bay Area Region) 1 | ! ! I I I il $139.45
San Jose (SJWC) _%snsm
Los Angeles 1 i $113.25
Alameda (EBMUD) | ' ' ' ' 1$104.58
Santa Clara # $101.48
Long Beach (Golden State) 1 4 $92,05
Livermore (Cal Water/Zone 7) 1 I I I L $85.30
Mill Valley (Marin MWD) 1 I I I L $82.68
Gilroy # $78.45
Hollister | i |$76.95
Morgan Hill _# $72.86
Napa 1$71.52
Sacramento 7 [ [ 4 1$57.60 Meter and volumetric charges only as of January, 2021
. | | (unless otherwise noted)
North County Zone W-2 M&I well owner 1$51.86
Riverside 7 [ [ $40.75 Monthly billing for 5/8” meter and 1,500 cubic feet
South County Zone W-7 M&I well owner — $18.27 usage
Zone W-5 M&I well owner e $16.82
South County W-8 M&I well owner  |ed $11176 ‘ ‘ ‘ ‘ ‘
S- $20.00 $40.00 $60.00 $80.00 $100.00 $120.00 $140.00 $160.00 $180.00 $200.00
J
Notes:
» SCVWD retailer rates shown include proposed maximum increase for FY22, but do not include increases that retailers may impose
* Well owner rates exclude pumping costs (e.g. electricity) and well maintenance costs
Attachment 2

Valley Water
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Wholesale Agency Rate Comparison

Wholesale Agency Rate Comparison
Municipal & Industrial (M&I) Water

2,500
2,000
1,710
=
8 1,500 1,561
L
2
<
- 1,000
) . l .
SCVWD SCVWD SCVWD Orange County MWD (So.  Zone 7 (Alameda SCVWD San Diego Co.  San Francisco
South County  South County  South County WD California) County) North County WD PUC

Zone W-8 Zone W-5 Zone W-7 Zone W-2

O M&I Untreated* E M&I Treated

* SCVWD groundwater production charge is equivalent to SCYWD raw surface water basic user charge
Note: some rates rounded to the nearest dollar.

Attachment 2

/-Q_, Valley Water Valley Water FY 22 Proposed Maximums shown versus FY 21 comparator rates
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Alternative Groundwater Charge Increases

M&I Groundwater Charge Year to Year Growth %
No Pacheco

FY22 FY23 FY24 FY25 FY26 FY27 FY28 FY29 FY30 FY31

North County Zone W-2 | 8.5%| 8.5% 8.5% 8.5% 8.5% 85% 85% 85% 5.0% 5.0%

South County Zone W-5 | 3.8%| 3.8% 3.8% 3.8% 3.8% 3.8% 3.8% 3.8% 3.8% 3.8%
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South County Zone W-7 | 8.1%| 8.1% 8.1% 8.1% 8.1% 8.1% 8.1% 8.1% 8.1% 8.1%

South County Zone W-8 | 4.4%| 4.4% 4.4% 4.4% 4.4% 4.4% 4.4% 4.4% 4.4% 4.4%

fé_/ Valley Water Attachment 2
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Est. Monthly Impact to Average Household

M&I Groundwater Charge — Monthly Impact to Average Household
No Pacheco

FY22 FY23 FY24 FY25 FY26 FY27 FY28 FY29 FY30 FY31

North County Zone W-2|$4.02|$4.36 $4.74 $5.14 $5.57 $6.05 $6.56 $7.12 $4.54 $4.77

South County Zone W-5|$0.61 |$0.63 $0.66 $0.68 $0.71 $0.74 $0.76 $0.79 $0.82 $0.85
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South County Zone W-7|$1.34 [$1.45 $1.57 $1.70 $1.83 $1.98 $2.14 $2.31 $2.50 $2.70

South County Zone W-8|$0.50|$0.52 $0.54 $0.56 $0.59 $0.61 $0.64 $0.67 $0.70 $0.73

fé_/ Valley Water Attachment 2
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State Water Project Tax Recommendation

» Staff recommends increasing the SWP tax to $26M

» The SWP tax bill for the average single-family residence would go up to about $40.00/yeatr.

Impact if SWP tax not approved.:

«$139/AF in terms of North County M&l
groundwater production charge

$27/AF in terms of South County M&l
groundwater production charge for Zone W-
5, $27/AF for Zone W-7 and $35/AF for Zone
W-8
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«$503,000 in terms of Open space credit
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Schedule & Wrap Up
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2022 Schedule

A
S

Valley Water

Jan 4 Ag Water Advisory Committee

Jan 12 Board Meeting: Preliminary Groundwater Charge Analysis

Jan 20 Water Retailers Meeting: Preliminary Groundwater Charge Analysis

Jan 20 Water Commission Meeting: Prelim Groundwater Charge Analysis

Feb 9 Board Meeting: Budget development update & Set time & place of
Public Hearing

Feb 26 Mail notice of public hearing and file PAWS report

Mar 17 Water Retailers Meeting: FY 22 Groundwater Charge Recommendation

Mar 23 Board Meeting: Budget development update

Apr 5 Ag Water Advisory Committee

Apr 6 Landscape Committee Meeting

Apr 13 Open Public Hearing

Apr 14 Water Commission Meeting

Apr 15 Continue Public Hearing in South County

Apr 19 Environmental & Water Resources Committee

Apr 27 Conclude Public Hearing

Apr 28-29 Board Meeting: Budget work study session

May 11  Adopt budget & groundwater production and other water charges

Attachment 2
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Feedback from Advisory Committees and Community

»\Water Retallers
»Ag Advisory
»Landscape Committee

»Public Phone Calls

0o
S

o

—

)

ofd

©

3

>
)

©
>

/é_/ Valley Water Attachment 2
Page 33 of 35



Summary and Next Steps

Summary
« Groundwater Production Charge projection driven by drought preparation, water supply reliability
investments and infrastructure repair & replacement

 Proposed Maximum FY 22 Groundwater Production Charge increase equates to an increase of
$4.55 per month in North County (Zone W-2) to an average household
 $5.06 per month for treated water

« Proposed Maximum FY 22 Groundwater Projection Charges for South County in terms of average
household increase are:
* Increase of $0.74 per month in Zone W-5
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* Increase of $1.70 per month in Zone W-7
* Increase of $0.50 per month in Zone W-8

Next Steps

e Continue Public Hearing on April 15"
A e Obtain Feedback from Water Commission and Environmental & Water Resources Committee
/'-\/

S Valley Water Attachment 2
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Valley Water

Clean Water < Healthy Environment « Flood Protection

7
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