RETAIL WATER RATE PROCES

PHASE 2:
REVENUE REQUIREMENT

Finance and Administration Committee Meeting
August 19,2024


Erika Dill
Item 6


COS AND RATE DESIGN PHASES STATUS UPDATE

Project Kickoff
July 1, 2024

Phase 1

Data Collection
July 2024

Phase 2
Revenue Requirements
Aug - Sep 2024

Phase 3
Cost of Service Study
Oct - Nov 2024

v Cost of Service
Rate Design

Phase 4
Rate Design Analysis
Dec - Jan 2025

\/Consumption and Meter Data
Collection

Update Key assumptions
Financials (FY2025 Budget)
Forecast Demand
Forecast Meter Counts

v Forecast O&M Expenditures
Forecast Capital Projects

Phase 5

Administrative Record
Feb — Mar 2025

® Financial Goals and Policies
Debt Service

v O&M Cost Allocation
Reserves Forecast

® Rate Adjustment Strategy

Ratepayer Advocate (RDN)
Input

Phase 6
Communication
Apr — May 2025

* Revenue needs assessment

 Evaluation of CIP and
Funding Sources

» Cash Flow Analysis for
Financial Sufficiency

* Legacy Debt Revenues
Assessment

* Ratepayer Advocate (RDN)
Input

Phase 7
Rate Adoption
May 2025

» Rate Design

* Fixed Rates

 Variable Rates

» Customer Bill Impact

* Affordability Strategy

* Propose Rate increase

* Draft Report

* Final Report

* Prop 218 Notice

* Presentation Materials

* Public Hearing and Workshop

* F&A Committee ( Apr 21, 2025)

» Board Approval (May 6, 2025)

* Rate effective date July 1,
2025
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PHASE 1: RECAP
PROJECT INITIATION AND DATA COLLECTION

v' Consumption and Meter Data Collection

v Forecast Demand and Number of Meters/Customers
v Updated Key Assumptions
v Financials (Current Budget FY2025)

v Forecast O&M Expenditures

v Forecast Capital Improvement Projects

v Ratepayer Advocate (RDN) Input
3 SCV

Consistent with the American Water Works Association (AWWA) Principles of Water Rates WATER




METER COUNTS
AND

DEMAND FORECAST
METHODOLOGY




FORECAST METER BY SIZE METHODOLOGY

M Historical and Actual data from Fiscal Year 2020 to 2024

Consideration of Division-Specific Trends and Forecasted Development

Facility Capacity Projections and New Installation Timing

Regression Modeling was used to predict future values, categorized by division
and meter size, and adjusted for future growth rates.
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FORECAST CONSUMPTION METHODOLOGY

Historical and Current Consumption by Meter Size

Determined the average consumption per meter size while
accounting for both wet and drought years.

Total consumption per division can be estimated by
E multiplying the average consumption per meter size by the
corresponding forecasting meter size.
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DEMAND AND NUMBER OF METERS - ALL DIVISIONS

SCV Water

Meter Size

HISTORICAL DATA
FY 2020/21 FY 2021/22 FY 2022/23 FY 2023/24

5/8"
3/4"
1"
11/2"
o
2 1/2"
3"
4"
6"
g"
10"
12"

Total Meters

Consumption
(ccf)

5,092 4,909 4,850 4,146
53,644 53,758 53,887 54,776
8,329 9,006 9,427 10,021
1,356 1,360 1,321 1,398
3,899 3,796 3,744 3,831
199 136 129 132
129 127 115 125

54 52 49 47

33 35 32 33

13 12 11 11
72,748 73,191 73,565 74,520
27,054,750 26,506,901 21,674,833 20,305,038

4,146
54,918
10,102
1,418
3,833
131
122

46

34

12

74,762

FORECAST
FY 2024/25 FY 2025/26 FY 2026/27 FY 2027/28 FY 2028/29 FY 2029/30
4,146 4,146 4,146 4,146
55,328 55,580 55,834 56,085
10,284 10,385 10,487 10,593
1,469 1,498 1,527 1,557
3,881 3,910 3,941 3,971
131 131 131 131
124 126 128 129
48 48 49 50
34 34 34 34
12 12 12 12
75,457 75,870 76,289 76,708
21,194,674 21,326,775 21,475,985 21,618,189

20,494,678

4,146
55,122
10,187
1,442
3,851
131
123

47

34

12

75,095

21,064,263

Y



METER FORECAST-RDN VS SCV WATER COMPARISON

Figure 33: SCV Water Aggregate Accounts Forecast
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SCV Water Historical Data
FY 2020/21 FY 2021/22 FY 2022/23 FY 2023/24 FY 2024/25 FY 2025/26 FY 2026/27 FY 2027/28 FY 2028/29 FY 2029/30
Current Study 72,748 73,191 73,565 74,520 74,762 75,095 75,457 75,870 76,289 76,708
2020 Rate Study 73,767 74,780 75,827 76,895 77,981 79,088 80,193 81,344 82,516 83,709
variance (1,019) (1,589) (2,262) (2,375) (3,219) (3,993) (4,736) (5,474) (6,227) (7,001)

Consistent with the American Water Works Association (AWWA) Principles of Water Rates
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NWD - FORECAST FCF METERS BY DIVISION

5/8"
3/4"

11/2"
on
21/2"
3"
4"

g"
10"
12"

Total

Forecast

FY 19/20 FY 20/21 FY 21/22 FY 22/23 FY 23/24 FY 24/25 FY 25/26  FY 26/27 FY 27/28 FY28/29 FY29/30

1 - - 64 309 20 20 20 20 20 20
3 3 9 6 47 22 15 15 15 15 15
9 - 2 4 15 26 15 15 15 15 15
5 2 3 10 28 22 - - - - -
- 1 - - - - - - - - -
18 6 14 84 399 90 50 50 50 50 50
NWD New Installations
FY 20/21 FY 21/22 FY 22/23 FY 23/24
5/8"
3/4" 1 3 255
1" 10 8 43 54
11/2" 6 1 1 3
2" 5 5 5 9
21/2"
3"
4" 1
6" 2
g"
10"
12"
Total 25 14 52 321
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NWD - FORECAST DEMAND AND NUMBER OF METERS

Meter Size

5/8"
3/4"
1"
11/2"
o
2 1/2"
3"
2"
6"
g
10"
12"

Total Meters

Consumption
in ccf

10

FY 2024/25

8,435
1,000
174
483

2

23

-

11

4

10,139

2,956,696

FY 2025/26

8,447
1,003
184
487

2

23

-

11

4

10,168

2,974,162

FY 2026/27

8,459
1,014
195
495

2

23

-

11

4

10,210

3,000,515

FY 2027/28

8,518
1,026
205
503

2

23

-

11

4

10,299

3,034,143

FY 2028/29

8,577
1,037
215
512

2

23

-

11

4

10,388

3,068,850

FY 2029/30

8,635
1,049
225
520

2

23

-

11

4

10,476

3,102,311
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NWD - RDN VS SCV WATER COMPARISON

Figure 12: Newhall Total Accounts Forecast
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SCWD - FORECAST FCF METERS BY DIVISION

5/8"
3/4"
1"
11/2"
o
21/2"
3
4"
6"
g
10"
12"
Total

12

Forecast

FY 19/20 FY 20/21 FY 21/22 FY 22/23 FY 23/24 FY 24/25 FY 25/26 FY 26/27 FY 27/28 FY28/29  FY29/30

216 417 237 17 67 35 35 15 15 10 10
48 53 2 18 29 16 15 5 5 5 5
13 2 8 5 13 3 3 1 1 1 1

4 8 3 3 13 2 2 1 1 1 1
- - - 1 2 - - - - - -
- 2 - - 2 - - - - - -
1 2 - - - - - - - - -

282 484 250 44 126 56 55 22 22 17 17

New Installations
SGLLL FY 20/21 FY 21/22 FY 22/23 FY 23/24
5/8"
3/4" 15 64
1" 38 134 32
11/2" 5 5
2" 7
21/2"
3
4" 1
6"
g
10"
12"
Total - 38 161 102
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SCWD - FORECAST DEMAND AND NUMBER OF METERS

Forecast

FY 2024/25

Meter Size

5/8"
3/4"
1"
11/2"
o
2 1/2"
3"
2"
6"
g
10"
12"

Total Meters

Consumption
in ccf

13

4,132
20,205
6,556
782
1,247
25

44

19

12

1

33,023

9,160,619

FY 2025/26

4,132
20,216
6,562
789
1,253
25

44

20

12

1

33,054

9,191,797

FY 2026/27

4,132
20,229
6,569
797
1,259
25

44

21

12

1

33,089

9,224,320

FY 2027/28

4,132
20,241
6,577
804
1,264
25

45

21

12

1

33,122

9,247,500

FY 2028/29

4,132
20,254
6,585
811
1,270
25

46

22

12

1

33,158

9,286,213

FY 2029/30
4,132
20,266
6,593
819
1,276
25
46
23
12
1

33,193

9,318,822
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SCWD - RDN VS SCV WATER COMPARISON
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Figure 1: Santa Clarita Total Accounts Forecast
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VWD - FORECAST FCF METERS BY DIVISION

Forecast
FY 19/20 FY 20/21 FY 21/22 FY 22/23 FY 23/24 FY 24/25 FY 25/26 FY 26/27 FY 27/28 FY 28/29 FY 29/30
5/8" - - - - - - - - - - -
3/4" 10 289 87 42 20 250 250 250 250 300 300
1" 1 456 583 111 30 40 40 40 40 50 50
11/2" 1 3 10 16 33 10 10 10 10 15 15
o - 14 4 17 55 15 15 15 15 20 20
21/2" - - - - - - - - - - -
3" - - - - - - - - - - -
4" - - - - - 6 4 2 - - -
6" - 1 - - - - - - - - -
8" - - - - - - - - - - -
Total 12 763 684 186 138 321 319 317 315 385 385
VWD New Installations
FY 20/21 FY 21/22 FY 22/23 FY 23/24
5/8"
3/4" 89 67 36
1" 4 430 313 146
11/2" 8 1 2 20
2" 11 24 2 27
21/2"
3" 1
4" 1
6" 1
g"
10" 1
15 12" 1
Total 27 544 385 229
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VWD - FORECAST DEMAND AND NUMBER OF METERS

Forecast

FY 2024/25

Meter Size

5/8"
3/4"
1"
11/2"
o
2 1/2"
3"
2"
6"
g
10"
12"

Total Meters

Consumption
in ccf

16

14
26,278
2,546
462
2,103
104

55

20

11

2

31,600

8,377,363

FY 2025/26

14
26,459
2,622
469
2,111
104

56

20

11

7

31,873

8,898,304

FY 2026/27

14
26,640
2,701
477
2,127
104

57

20

11

7

32,158

8,969,839

FY 2027/28

14
26,821
2,182
489
2,143
104

58

20

11

7

32,449

9,045,132

FY 2028/29

14
27,003
2,865
501
2,159
104

59

20

11

7

32,743

9,120,922

FY 2029/30

14
27,184
2,951
513
2,175
104

60

20

11

7

33,039

9,197,056
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VWD - RDN VS SCV WATER COMPARISON
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Figure 22: Valencia Total Accounts Forecast
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KEY ASSUMPTION



REVENUES KEY ASSUMPTIONS

Revenue Escalation Factors FY 2025/26 FY 2026/27 FY 2027/28 FY 2028/29 FY 2029/30
Water Sales - WWR: 3.0% 3.0% 3.0% 3.0% 3.0%
General - Revenue: 1.0% 1.0% 1.0% 1.0% 1.0%
Property Tax: 3.06% 3.06% 3.06% 3.06% 3.06%
Investment Returns: 3.50% 3.50% 2.50% 2.50% 2.50%
Settlement Agreement (CIP): 0.0% 0.0% 0.0% 0.0% 0.0%
Settlement Agreement (O&M): 2.0% 2.0% 2.0% 2.0% 2.0%
Grants and Reimbursements: 0.0% 0.0% 0.0% 0.0% 0.0%
Reimbursement from Annexing
Parties: 2.0% 2.0% 2.0% 2.0% 2.0%
One-time Water Sales: 0.0% 0.0% 0.0% 0.0% 0.0%
Communication/Rental Income: 2.0% 2.0% 2.0% 2.0% 2.0%
Connection Fees: 2.5% 2.5% 2.5% 2.5% 2.5%
FCF Revenues: 3.0% 3.0% 3.0% 3.0% 3.0%
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EXPENSES KEY ASSUMPTIONS

Expense Escalation Factors

Overall Inflation Rate:
Utility/Chemical Inflation Rate:
Treatment Inflation Rate:

Pumping and Wells Inflation Rate
Employee Expenses Inflation Rate:

Equipment Inflation Rate:

Fuels and Automobile Inflation Rate:

Construction Inflation Rate:
Liability Insurance
CIP Allocation

Misc. Inflation Rate

Salaries and Benefits

20

3.80%
4.20%
5.00%
5.00%
7.00%
2.90%
5.80%
6.10%

10.00%

2.0%
1.0%
4.10%

FY 2025/26 FY 2026/27

3.80%
4.93%
5.00%
5.00%
7.00%
2.90%
5.80%
6.10%

10.00%

2.0%
1.0%
3.30%

FY 2027/28

3.10%
4.93%
5.00%
5.00%
7.00%
1.50%
3.50%
6.10%

10.00%

2.0%
1.0%
3.30%

FY 2028/29

3.10%
4.67%
5.00%
5.00%
3.96%
1.50%
3.50%
6.10%

10.00%

2.0%
1.0%
3.30%

Consistent with the American Water Works Association (AWWA) Principles of Water Rates

FY 2029/30

2.69%
4.67%
5.00%
5.00%
3.96%
1.50%
3.50%
6.10%

10.00%

2.0%
1.0%
3.30%
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PHASE 2: REVENUE REQUIREMENTS

21

Financial Goals and Policies

v CIP — Pay Go to Achieve $35 Million Per Year
v Use of Reserve in Interim
1 Ratepayer Assistant Program

v Current and Proposed Debt Service
v" O&M Cost Allocation

v

v

Reserves Forecast

Rate Structure Strategy

Ratepayer Advocate (RDN) Input

Consistent with the American Water Works Association (AWWA) Principles of Water Rates
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PILOT RATEPAYER ASSISTANT PROGRAM (RAP)

SCV Water Current RAP Program Policy:

= $10 Monthly Credit on Fixed Charges for qualifying residential customer accounts towards
their respective monthly water bills for up to a 12-month period during a fiscal year

= Up to $100,000 annually designated fund from Communication and Rental/ Leases
revenues

Qualification:
= California Alternate Rates for Energy (CARE) Program (Enrolled in SCE or SoCalGas)
= Priority:
a. Seniors, age 62 or greater

b. Veterans
c. Permanently disabled

RAP program started FY 2023/24 and ending FY 2025/26, expiring June 2026

Number of SCV Water Participants as of July 31, 2024: 574

Number of SoCalGas CARE Participants as of July 31, 2024: 7,336 Sy
23 TR
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SCVWA-CURRENT RAP ENROLLMENTS vs ELIGIBLE PARTICIPANTS as of 7/31/24
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AFFORDABILITY METHODOLOGY PROCESS

1. Average Monthly Consumption
=  Current Usage Data

”
(3/4 meter avg 15 ccf/month) _ S— CARE Annual InC|b|I|t
2  Household Burden Indicator FY 2024/25  FY 2025/26  FY 2026/27 FY 2027/28 FY 2028/29  FY 2029/30
(HBI) $40,800  $42,473  $43874 $45322 $46,818  $48,363
= A | Eligibilit BEEE s-1640 $53,757 $55531  $57,364  $59,257  $61,212
nhuat income Elgibility $62,400  $64,958  $67,102 $69,316 $71,604  $73,967
= Household Size: $73,160  $76,160  $78,673 $81,269 $83,951  $86,721
. Census Data (3) B :c:020  $87.361 $90244  $93,222  $96,298  $99,476
. SCV Water Conservation (4) $94,680  $98,562 $101,814 $105174 $108,645 $112,230
B 5105440 $100,763 $113,385 $117,127 $120,992 $124,985

3. EPA 2.5% Index

4. The formula to calculate the affordability index is simply dividing the projected

annual water bill by income

25
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AFFORDABILITY ANALYSIS

average monthly water bill)

_ FY 2024/25 FY 2025/26 FY 2026/27 FY 2027/28 FY 2028/29 FY 2029/30

Average Monthly Water Bill

(3/4” meter and avg 15ccf) $70.21 $71.79 $76.90 $82.42 $86.52 $90.45

Average Annual Water Bill

Low Annual Income

(3 Person/Household) $51,640 $53,757 $55,531 $57,364 $59,257 $61,212

Census Data

Affordability

(EPA 1997; < 2.5%) 1.63% 1.60% 1.66% 1.72% 1.75% 1.77%

Low Annual Income

G Rl BRI 8)) $62,400 $64,958  $67,102  $69,316  $71.604  $73.967

SCV Water Conservation

Affordability 1.35% 1.33% 1.38% 1.43% 1.45% 1.47%

(EPA 1997; < 2.5%) 9070 9270 0070 270 270 70
26 * Proposed rate increases subject to change. The information provided is solely for possible scenarios. (Includes legacy debt in SCV
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PHASE 2 - IN PROCESS

= Policy Decision about RAP program

= Reserves Target (which considers reserve utilization)

* Rate Structure Strategy
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PHASE 3 - UPCOMING

= Revenue Needs Assessment

= Evaluation of CIP and Funding Sources (WIFIA)

= Cash Flow Analysis for Financial Sufficiency

= Legacy Debt Revenues Assessment

= Ratepayer Advocate RDN presentation on September 16t
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