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The study presents the revenue requirements for FY 2004-05 through FY 2009-10 through
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evaluation are designed to recover the costs of service from the District's customers while
simplifying some of the administrative issues associated with the existing structure. The
report of findings is provided as an attachment.

We look forward to receiving your comments and integrating your suggestions in the final
report. Please contact us if you have any questions or need any additional information
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PHASE | - WATER REVENUE PLAN AND COST OF SERVICE STUDY

EXECUTIVE SUMMARY

The Montecito Water District treats and distributes water to approximately 17,700 people
through 4,500 service connections in the unincorporated communities of Montecito and
Summerland. The District's customers are predominantly residential with over 94
percent of the accounts classified as Domestic (single-family and multi-family
residences). The remaining six percent of the accounts are divided between
Commercial, Schools, Agricultural, and Recreational classes. Each customer class pays

a different rate for water.

The present complex rate structure has evolved over many years and is difficult to
administer. This study has determined that the cost to provide water to the different
classes does not support the present significant difference in rates for the various
classes. In fact, those classes who pay less than the average cost may not fully
appreciate the value of water at a time when the District is promoting water conservation
to counteract a rise in water sales and demand on limited water supplies. Also, if some
customer classes pay less than the cost of water, other customer classes will need to
pay more in order to provide sufficient revenue to fund the District’s cost of services.
For example, in fiscal year 04/05 agricultural and recreational variable rates generated
revenue which was approximately $500,000 less than the average variable rate. This
revenue shortfall was met by higher than average cost rates on the remaining customer

classes.

The study recommends that the District consider charging all customers a uniform price.
This charge should be based on the average cost of water. Given the level of increase
for some customer classes, it may be advisable to phase in the rate increases to
agricultural and recreational customers so they can budget for and adjust to the increase
in their rates. Phasing of the water rate change over a period of years will give these
customers time to appropriately plan, prepare and make informed changes in their use
of water as necessary. Without such a phase in period, those customers may instead

suffer substantial hardship or make drastic land use or water changes which could
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ultimately have a negative fiscal impact to the District. Other customers will realize a
minor change in their rates with commercial customers receiving a substantial reduction.
A 6 percent rate increase is projected for adoption in December or January of the FY

05-06 planning period.

In addition to these cost of service findings, the study developed a comprehensive water
revenue plan. The revenue plan was based on historical and budgetary data and was
used to support the District’s rate increase adopted in January 2005 as well as the newly
adopted FY 05-06 budget. Based on the projected revenue plan findings, proposed
rates are developed to meet the District's annual obligations. The revenue plan
projected required annual increases in both the monthly service charge and quantity
water rates for each year during the five year planning period. The anticipated annual

rate increases are projected to be in the 6 to 8 percent range.

It should be recognized that the level of the projected increases should be expected to
vary based on unforeseeable changes in system costs and future demands. These
factors, in addition to changes in the District’s future fund reserve requirements, suggest
the need to provide additional review of these cost components during the annual
budget development and review process. As such, the level of the required annual rate

increases may differ from the projections derived herein.

Several fund reserve programs will need to be identified and developed in Phase Il of
this study to provide for various capital replacement needs, required debt service
coverages, economic uncertainty, and water supply reliability. The appropriate funding
level and description of each reserve will be established based on the specific fund
purpose, the levels required by government code, and through discussions with District
staff regarding the desired level of financial protection. Upon finalization of the desired
fund reserve program, the incremental impact on the District’'s revenue requirements
should be assessed and programmatically implemented in future rate and revenue

requirements.
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PHASE | - WATER REVENUE PLAN AND COST OF SERVICE STUDY

BACKGROUND

The Montecito Water District (District) is a special district located in the southern coastal
portion of Santa Barbara County. The District provides water to approximately 17,700
people in the unincorporated communities of Montecito and Summerland. The District's
customers are predominately residential, with over 94 percent of the accounts classified

as single-family or multi-family customers.

The District meters water consumption and bills its customers monthly, based on two
components of the District’s rate schedule. These rate schedule components are the
fixed monthly service charges and the water usage or consumption charges. Charges of
this nature are typical for water utilities throughout the United States and are necessary

to attain a balance of both fixed and variable revenues.

While the District is not projected to experience significant growth, water supply
continues to be an integral component of the District's financial obligations.
Development and integration of the District’s projected annual water supply plan affects
annual operating revenue requirements. As such, integrating the appropriate mix of

water supplies will play an important role in the revenue requirements for the District.

In recent years, the District has faced a need to evaluate some of the customer
classifications, assure the recovery of increasing costs, and to begin to curtail increasing
water usage among its customers. Given these conditions, the District faces several
potential factors, which may affect the financial condition of the utility, as well as the
equitable recovery of costs from existing and future customers. Among these factors
are:

e The need to assess the future revenue requirements.

e The need to assess the impact of changing water supply and capital

improvement costs.
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e The desire to assess user classifications and perform rate restructuring as
required.

e The need to develop updated water rates to fund the projected revenue
requirements.

e The need to fund various reserve programs
STUDY OBJECTIVES
The objective of the study is to review the District’s existing customer classification and

rate structure and recommend modifications as appropriate in conformance with the

following objectives, in order of importance:

1. Conservation — rate structure should encourage water conservation

2. Cost of service is basis for all prices (Equitable)

3. Customer Acceptance — support of broad customer base

4. Simplicity — easy to justify and administer, easy for customers to
understand

5. Certainty — stable, understandable, consistent application

6. Rationality — change and Board philosophy supported by strong rationale

7. Education — proactive outreach to educate customers

8. Clarity — not subject to customer-imposed definitions, precise customer

classifications, not subject to customer interpretation
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In addition, the study should adhere to the following policy direction:

1. The recommended rate structure shall be based on cost of service and shall
be sufficient to meet the short and long-term revenue requirements of the
District.

2. The study shall consider the price of water and its effect on demand.

3. The recommended rate structure will consider basic health and sanitation
needs as well as provide an incentive for efficient use of water.

4. The recommended rate structure shall be consistent with accepted industry
practices for utility rate making in California and USBR “Best Management
Practices”.

5. The benefits of any proposed modifications shall be weighed against the
financial impacts on ratepayers. In this regard, consideration should be given
to the timing of the adoption of the proposed modifications.

6. Justification for any special classes of customer under the recommended rate
structure shall be demonstrated.

7. The recommended rate structure shall be flexible enough to be used to
influence demand during severe drought, if necessary, and to allow for
efficient utilization of available water resources during periods of plentiful
supplies.

8. Any opportunity to simplify the administration and the public’s understanding
of the rate structure shall be addressed in the recommended rate structure.

9. Avoid, if possible, the need to create additional data bases and on-site

inspections.
PROJECT SCOPE AND AUTHORIZATION

In recognition of these project objectives and needs, the District desired a comprehensive
water rate and revenue evaluation and an evaluation of its water rate classifications.
Accordingly, the District entered into an agreement with Kennedy/Jenks Consultants to
conduct this study to develop a water revenue plan and evaluate alternative customer

classification rate structures and consolidation opportunities.
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The scope of work for the Customer Classification and Water Rate Study include:

e Assess the District’s current financial condition.

e Perform a financial projection to assess revenue and funding requirements for the
District's water system.

e Perform a cost-of-service analysis.

o Develop an updated customer classification system that is supported by the cost of
service analysis.

o Develop alternative rate structures geared towards water conservation.

e Develop a schedule of new water rates required for the District.

o Prepare a report that presents the analysis information, conclusions, and

recommendations of the water revenue and rate analysis.

WATER REVENUE PLAN
HISTORICAL REVENUES AND EXPENSES

Historical income and expense data were obtained from the District for the fiscal years
(FY) 2000-01 through 2003-04. The results of this historical analysis are shown in Table 1.
While this analysis is not a restatement of the District's financial reports, it does rely heavily
on these data. As shown, net operating income is positive in each of the four historical

years and has ranged from 4 percent to 9 percent.

While net income before capital expenditures has also been positive, the level of annual
investment in local capital and ongoing debt has resulted in a decrease in cash in each of
the last four years. This planned drawdown of District funds has resulted in a net decrease
in cash and equivalents in each of the last four years of the historical planning review
period, concluding FY 03-04 with approximately $9.7 million in ending cash and
equivalents. A substantial portion of this cash is the remaining proceeds from recent debt

issuances needed to fund planned capital improvements.
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CURRENT ACCOUNTS AND WATER DEMANDS

The District has a stable utility account customer base. As shown in Table 2, during
FY 2003-04 the District has continuously billed approximately 4,526 accounts. For billing,
administrative, and reporting purposes, the District's customer accounts are separated into
several customer classes. Approximately ninety-two percent of these accounts are single
family residential customers. The remaining eight percent of the accounts are allocated

among the various customer classes detailed in Table 2.

Based on the consumption information provided in Table 2, the District's average customer
consumes approximately 49 hundred cubic feet (Hcf) of water on a monthly basis. While
the current number of active accounts is not projected to significantly change during the
short term planning horizon of the water rate study, without some conservation related
curtailment of existing account-level water demand, the demand per customer is expected

to continue to rise.
FUTURE REVENUE REQUIREMENTS

An evaluation of the District’s future revenue requirements can be focused in the projection
of four specific areas. These areas are customer growth, operation and maintenance
costs, sources of supply and costs, and capital-related expenditures including debt service.
The following sections discuss the impact of these factors on the District's revenue

requirements.

Projected Customer Growth

To evaluate future revenue requirements, a review of the customer growth (future service
connections) and water demands was performed and discussed with District Staff. These

interrelated factors combine to provide an important element of revenue and operating

expense projections.
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Based on discussions with District staff, an annual increase of approximately 0.75% per
year in additional accounts and demands has been included in the projected water
demands for the District. This minimal growth rate results in approximately an additional
38 accounts per year, consuming approximately 50 Acre Feet (AF) per year. Revenues
from water capital facility charges are also assumed to be consistent with recent years,

and are therefore held constant during each year of the five-year planning period.

It is important to note that the District has been experiencing a consistent increase in the
average annual water usage per meter from its existing customer base. Should this trend
continue, the additional water usage will result in an increase in both water sales and the
cost of additional more expensive supplies. This additional demand pattern has prompted
the need to search for additional supplies and/or curb additional usage to avoid potential

future water shortages.
Projected Operating Expenses

The District budgets and manages its operation and maintenance (O&M) expenses by
categorizing service activities into several functional budgetary categories. For cost
projection purposes, these categories are segregated into three major operating sections.
These are general and administrative, water treatment and transmission operations, and
water supply costs. Furthermore, these operating sections are subdivided into various
other categories, which are department salaries and benefits, maintenance — general plant,
other, customer accounts, and water transmission operation and maintenance. The

associated budgets for these fiscal years are shown in Table 3.

Operating expense projections were developed through discussions with District staff and
were based primarily on a 3 percent inflationary index for the various maintenance and
operations categories. The water supply costs are discussed in detail in the following
section of this report. The resulting projected operation and maintenance expenses are
also shown in Table 3. As shown, the District's water utility budget for operation and
maintenance expenses is approximately $9.8 million and is projected to increase to
approximately $11.2 million over the course of the five-year planning period. Debt service

expenses are also excluded from the total operation and maintenance expenses derived
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herein. These costs are detailed in a subsequent section of this report.
Projected Sources of Supply Costs

The District has a diverse variety of local and supplemental water supplies available to
meet its customers’ water needs. Water supplies include surface water from Lake
Cachuma and Jameson Lake, groundwater from the Doulton Tunnel, and various wells,
and State Water Project (SWP) water. Lake Cachuma is owned and operated by the
United States Bureau of Reclamation (USBR) and the District purchases its water pursuant
to a contract with USBR. Jameson Lake is an open surface reservoir owned and operated
by the District.

During FY 03-04, the District purchased approximately 50 percent (3,273 AF) of its total
water supply from Lake Cachuma. The remaining 50 percent of the District’'s water supply
consists of 1,388 AF from Jameson Lake, 326 AF from Juncal seepage and groundwater
wells, 170 AF from the Doulton Tunnel, and 1,395 AF of SWP water. Table 4 details the
District’'s current and projected source of supply plan and costs for the five-year planning

period.

As previously discussed, while the District is not projected to experience significant
additional growth; water supply costs and reliability continue to be an integral component
of the water system financial obligation. The District’s current total pumped and purchased
water supply requirement for calendar year 2005 will be approximately 6,505 AF according
to the Montecito Water District Water Supply Optimization Plan, (Bachman, 2005). As
previously discussed, with approximately 50 AF per year increase, the District's water
supply demands are projected to increase to approximately 6,775 AF by calendar year
2010.
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As shown in Table 4, total water supply costs include water purchases, pumping, and
treatment. Total water supply costs are projected to increase from approximately $7 million

per year to an approximately $8 million by the end of the planning period.
Projected Capital Expenditures and Debt Service Requirements

The District has evaluated its water system and has developed a comprehensive capital
improvement program (CIP). The CIP is developed to support the general service needs
of the District’s water customers and provide for ongoing capital repair and replacement
activities. In order to adequately fund these improvements, a balance of cash and debt-
based financing is often used to meet a utility’s financial objectives. The District has

developed a cash and debt-based financial plan for its capital improvement program.

The District's comprehensive and project specific capital improvement program is shown in
Table 5. As shown, the District will be expending approximately $17.6 million in

programmed improvements over the six year period shown.

In addition to these cash obligations, the District's annual debt service requirements are
also shown to increase from approximately $1.36 in FY 04-05 to $1.92 million per year in
FY 09-10. These obligations incorporate a debt issuance totaling approximately $10
million during FYs 2004-05 through FY 06-07 to fund the Ortega Reservoir Cover project.
Additional capital improvement program funding is provided by the 1998 A Certificate of

Participation, which ahs an outstanding funding balance of approximately $6 million.

While not a strict cash-based obligation, an estimate of the District's annual depreciation is
shown to escalate to approximately $1.35 million per year by the end of the planning
period. This funding level should be programmed into an ongoing capital repair and
replacement reserve fund. Fund reserves are discussed in a subsequent section of this

study.
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PROJECTED REVENUE PLAN

The projected revenue plan is developed to compare the water utility’s revenues with
revenue requirements for the five-year study period. The financial projection is based on
the District’s projected customer account characteristics, the projected O&M expenses and
the inclusion of the District's comprehensive capital improvement program. The potential
financing program is based on the existing debt obligations of approximately $1.3 million
per year and the additional $636,000 of projected new debt associated with the Ortega

Reservoir Cover project.
Projected Revenues Using Current Rates

Based on the projected revenue requirements and criteria, a projected revenue plan is
developed by applying the District's current rates to the changing demands. The resulting

revenue and cost projections using current rates is provided in Table 6.

There are two important findings reflected in Table 6. First, as shown, net operating
revenues remain negative throughout the planning period as operating revenues are
inadequate to cover the basic operating costs of the District if rates are not raised.
Secondly, the District's available cash on hand is quickly depleted, resulting in a negative
cash balance by the end of FY 07-08. The results of this assessment indicate that existing
rates are inadequate to meet the District’s financial obligations and that increased rates are

necessary to provide additional rate-based revenues.

9 0585015



Kennedy/Jenks Consultants

Projected Revenues Using Proposed Rates

To balance the need for additional debt financing and rate increases, several cashflow
alternatives that meet the District's revenue requirements were prepared. Each
alternative was designed to accomplish the District’'s short-term revenue requirements,
utilize the current level of available fund reserves, sustain debt service coverage ratios
above the level required by bond covenants, and begin to rebuild the level of fund

balance in conformance with targeted reserve levels.

Given the financial performance of the District under current rates shown in Table 6, an
important element of each of the alternatives is the need for additional rate increases to
begin to catch up from accumulated inflationary cost increases and significant capital
improvement projects. While the District has had recent rate increases, the level of these
increases have not offset accumulated inflationary costs, and funds available for capital

improvements have been diminishing.

Based on these findings and discussions with District staff, the proposed revenue plan
incorporates annual rate increases that are designed to approach the cumulative
inflationary levels and to continue ahead of future inflationary cost indices for the balance
of the planning period. As such, rate increases in the 6 to 8 percent range are anticipated
for most years. The magnitude of the proposed rates will vary based on the change in

costs and conditions derived during the annual budgeting process.

The results of the projected revenues and costs using an annual average rate increase
of 7 percent are shown in Table 7. As shown, the additional rate increases provide the
necessary funds to meet the immediate needs of the water utility. For future planning
periods, the net operating revenues and ending cash balances are also both positive.
Based on this average rate value and projected costs, the projected ending cash

reserves are slightly below the targeted reserve levels throughout the planning period.
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SUMMARY OF PROJECTED WATER RATES

Based on the projected revenue plan findings, proposed rates are developed to meet the
District's annual obligations. As discussed, the anticipated annual rate increases are
projected to be in the 6 to 8 percent range. It should be recognized that the level of the
projected increases should be expected to vary based on unforeseeable changes in
system costs and future demands. These factors, in addition to changes in the District’s
future fund reserve requirements, suggest the need to provide additional review of these
cost components during the annual budget development and review process. As such,
the level of the required annual rate increases may differ from the projections derived
herein. A discussion of the additional fund reserve considerations is provided in the

subsequent section of this study.
FUND RESERVE PROGRAM REQUIREMENTS

Reserve requirements are an important component of the revenue requirements of any
utility and are essential for financial stability. In general, individual reserve levels of each
reserve fund should be established based on the specific fund purpose, the level of
security required by government code, and by the desired level of financial protection as
established by local policy. The suggested reserve program elements for the District are

generally described in the following sections.

It is anticipated that present reserves will need to be bolstered and additional reserves
created for capital repair and replacement, emergency repairs, economic uncertainty,
water supply reliability, working capital, and debt service. Additional analysis and
discussion is needed to further define reserve titles, descriptions, target funding
amounts, and possible funding mechanisms. Phase Il of the Water Revenue Plan and

Cost of Service Study is intended to include this subject.
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FIXED RATE AND COST OF SERVICE ASSESSMENT

In addition to the rate and revenue related planning elements of the study, there are
several cost of service and alternative rate restructuring concerns that the District
desires this study to consider. These restructuring considerations included the need to
establish the level of fixed cost recovery and the desire to assess the appropriateness of
the District’s user classifications through a cost of service study. A discussion of these
rate restructuring and user classification considerations is provided in the following

sections.
FIXED AND VARIABLE RATE ASSESSMENT

An important element of a rate structure evaluation is a financial assessment of the
District’s vulnerability to short-term revenue shortfalls. Short-term revenue shortfalls can
occur during years of above average rainfall, below normal temperatures, economic
downturn, or unanticipated water reductions. Typically, a utility will be able to respond to
long-term changes in total revenue collection by modifying rate levels, utility expenses,
or rate structures. However, under short-term conditions, the existing rate structure
should accommodate revenue variations without incurring financial vulnerability or
reducing current levels of service. This assurance can be accomplished through a
combination of financial strategies, including a balanced fixed cost recovery and/or

appropriate cash reserve management programs.

Fixed costs are defined as any costs that do not vary with the amount of water used.
For example, District personnel costs do not vary because of either reduced or
increased water production. Fixed revenues are those collected regardless of the level
of water consumption. Additionally, there is a base level of water commodity revenues
that are associated with essential demand necessary for basic health and sanitation

purposes that are essentially fixed.
Variable costs are those costs which vary based upon the amount of water which is

delivered to the customer. These costs typically include water purchases, treatment,

and pumping. Variable revenues are those collected based on the amount of water sold
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to customers. These revenues are generated through the quantity water charges in

units of dollars per hundred cubit feet.

The financial health of a ultility is dependent upon the total revenues equaling total costs
by over an extended period of time. If the fixed and variable revenues are improperly
balanced, the utility is financially vulnerable and revenue shortfalls may occur. It is for
these reasons that the District has a water rate structure that utilizes both a fixed
(monthly service charge) and variable (water quantity charge) rate component in its

schedule of charges.

A financial vulnerability assessment is conducted by segregating system costs into their
fixed and variable cost components. Considering that personnel, capital, debt service,
and that a high percentage of the water supply costs are essentially fixed, a tabular cost
allocation indicates that approximately 80% of the District’'s approximately $10 million
annual costs are fixed. In contrast, the District currently generates only about $2.2

million annually from its fixed monthly service charge.

Based on the extent of the disparity in these values, it is apparent that the District could
not increase its fixed service charge for full fixed cost recovery as it would require an
increase of approximately 400 percent. Moreover, in doing so, the variable rate would
be so minimal, that there would be no incentive for water conservation, resulting in a

dramatic increase in per account water usage.

Based on a pricing structure which has evolved over the past thirty years, the agricultural
and recreational classifications have a variable rate that is considerably below the
average variable rate cost. Presently, agricultural and recreational customer class
variable rates generate approximately $290,000 and $220,000 per year less than the
average variable cost of water. Detailed supporting information is provided herein as
Exhibits 1 and 2. In order to make up for this revenue shortfall, the remaining customer
classifications — domestic, schools, and commercial — have variable rates that are higher

than the average.
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COST OF SERVICE ASSESSMENT

A cost of service study is normally conducted using current data on system demands and
costs. Costs are allocated based on the level of service provided and classified to
customer classes based each class’s unique demand characteristics. A properly defined
customer class is one whose members have: 1) similar peak capacity requirements and
water consumption patterns, 2) similar water services and facility requirements, and 3)

similar purposes for water use (household, industrial, irrigation, etc.).

In general, residential users typically have similar diurnal and annual water consumption
patterns. These patterns differ from commercial and other water consumers. Among
general service users, similarities in water consumption patterns exist between retall
establishments, public office buildings, and service-oriented users. Agricultural and

recreational users generally have similar seasonally-based peaking demands.

Upon review of the District’'s accounts, facilities, and operational costs, it is apparent that
the cost of service analysis can be focused on an evaluation of the water system and
supply costs. This evaluation would ascertain if there are any costs that should be
recovered by a customer class in a manner other than that classes’ proportional use of
average annual water usage. If there are no costs that should be uniquely allocated, then
the cost of service will result in unit costs that are uniform among the District's customer

classes. This assessment is provided in the following sections.
Use of District Water Supplies

As previously discussed in the revenue planning section, water supply reliability
continues to be an integral component of the District’s financial obligations. In fact,
based on the revenue plan derived herein, approximately 73 percent of the District’'s
current expenses are related to the purchase, treatment, and delivery of its water
sources. All District customers have equal access to the District’s diverse variety of local

and supplemental water supplies.
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When scrutinizing these water supply costs for opportunities to allocate costs among the
District’'s customers in any manner other than as a percent of total water use, only a
small element of the Cachuma purchased water costs was found to offer an opportunity

for non-proportional cost allocation.

The nature of the potential cost disparity arises from the fact that the USBR calculates a
unique Municipal and Industrial (M&I) and Agricultural (Ag) rate for the purchase of water
from Lake Cachuma. In support of the current budget, the May 2005 cost to purchase
Lake Cachuma supplies was $109.73 per AF for M&l and $106.76 per AF for Ag. These
costs are equivalent to a difference of less than one penny ($0.007) per Hcf to purchase
these supplies. Accordingly, it is concluded that the District's water supply costs from
Lake Cachuma do not vary by customer class and should therefore be uniformly

recovered by each customer class based on usage.
Use of District Assets

In addition to the operational water-supply related costs associated with providing water
service, the District has also constructed substantial infrastructure to treat, store, and
deliver water to its customers. Review of the spatial and topological location of the
various customer classes within the District, it is apparent that all customer classes
receive beneficial use of the District's assets. The agricultural class in particular is
benefiting from the District’s diversified water supply plan and its use of District storage

on the east side of its service area.

To further evaluate system beneficial use, an assessment of each customer class’s
peaking characteristics was performed. This assessment was conducted by contrasting
each class’'s maximum month of billed water usage with its average annual usage.
While the assessment did not indicate a substantial difference between the classes, the
seasonal irrigation-related classes of Agriculture and Recreation had the highest
seasonal peaking factors among the classes. As such, since peaking characteristics
translate to the need for additional or larger infrastructure and increased operational

costs to meet peak seasonal demands, should the District decide to allocate the costs
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associated with its historical and ongoing investment in its assets, the cost allocation

process would result in above average rates for these two classes.
Summary Of Cost of Service Findings

Based on the Cost of Service study findings derived herein, there does not appear to be
a material difference in the costs to supply, treat, and deliver water to any parcel in the
District’'s boundaries. As such, there is insufficient correlation between the historical
disparity in rates among the District's customer classes and costs of providing service. It
is therefore recommended that the average cost of water be charged to all customers.
This approach appears to appropriately reflect the District’'s goals to support water
conservation, be simple to administer, and provide equity among the District's

customers.

It should be noted that while this finding may be appropriate for the majority of the
District’'s customers, given the magnitude of the rate increase for the agricultural and
recreational customers, it may be appropriate for the District to phase in the rate
increases for these customers. Proceeding in this manner, these customers can budget
for and adjust to the increase in their water rates. Phasing of the water rate change over
a period of years will give these customers time to appropriately plan, prepare and make
informed changes in their use of water as necessary. Other customers should realize
only a minor change in their rates with commercial customers receiving a substantial

reduction.

In addition to this immediate rate restructuring finding, it is suggested the District
consider the evaluation of additional rate restructuring opportunities to further support its
water conservation goals. Foremost among these structures is the potential
consideration of a tired rate structure. This rate structure is consistent with the Best
Management Practices for California Water Conservation and may have particular
application for the District’s single family user class, as this class uses over 70 percent

of the District’s water.
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TABLE 1

HISTORICAL OPERATING REVENUES AND EXPENSES

Actuals
Sources and Uses of Funds FY 00-01 FY 01-02 FY 02-03 FY 03-04
Operating Revenues
Sale of water 5,831,245 6,368,847 6,406,516 7,579,730
Water service charge 1,619,718 1,761,065 1,952,481 2,178,503
Fire hydrant rentals 13,174 14,619 17,631 21,769
Total Operating Revenues 7,464,137 8,144,531 8,376,628 9,780,002
Operating Expenses (a)
Water purchase (Net of CCWA credits) 3,985,967 4,202,392 4,444,816 5,647,502
Pumping 193,686 242,375 244,944 248,312
Water Treatment 663,384 741,437 888,910 1,154,668
Water system operation and maintenance 541,826 727,142 535,811 586,697
Meter reading and customer service 105,692 105,923 108,675 124,856
Administration and general 1,377,144 1,353,321 1,580,360 1,598,014
Total Operating Expenses 6,867,699 7,372,590 7,803,516 9,360,049
Net Operating Income (Loss) 596,438 771,941 573,112 419,953
Net Op Rev as % of Total Op Rev 8% 9% 7% 4%
Non-Operating Revenue (Expense) (b)
Conection fees 75,201 95,437 46,995 91,099
Capital Recovery fees 396,297 613,004 284,430 450,200
Interest income 361,023 201,234 135,602 68,467
Taxes and Assessment 90,956 11,576 3,606 2,783
Water avaialbility charge 307,608 310,140 310,907 312,386
Debt service interest expense (165,457) (149,159) (136,402) (112,500)
Gain/loss on sale/disposal of assets 7,052 4,132 9,800 0
Late charges 0 89,539 79,869 77,529
Other income 10,311 83,275 61,914 58,695
Total Non-Op Revenues (Exp.) 1,082,991 1,259,178 796,721 948,659
Net Income (Loss) 1,679,429 2,031,119 1,369,833 1,368,612
Capialized Interest (699,800) (699,800) (699,800) (766,638)
Principal Payments on Bonds & Cap Leases (594,059) (520,107) (541,741) (563,680)
Proceeds from Loans and Cap Leases 636,770 0 1,006,760 2,060,479
Acquisition of Fixed Assets (2,588,561) (2,098,111) (2,079,792) (3,194,689)
Int Received on 1998 A Bond Proceeds 633,190 379,553 192,517 122,485
Adjustment to Reconcile Ending Balance (c ) 20,747 155,275 (729,976) 191,511
Net Increase (Decrease) in Cash (912,284) (752,071) (1,482,199) (781,920)
Beginning Cash and Equivalents $13,686,566 $12,774,282 $12,022,211 $10,540,012
Ending Cash and Equivalents $12,774,282 $12,022,211 $10,540,012 $9,758,092

Source: Montecito Water District, Annual Financial Reports.

(a ) Depreciation is excluded from this analysis; discussed in Table 5.

(b ) Non-Operating Revenue and CAsh items are per District Cash flow statements.
(c ) Adjustment to reconcile ending balance includes the difference between accrual basis as presented for the revenues
and expenses and the cash basis presented for non operating Revenue (Expense) The adjustment also includes the

changes in the bond and rate coverage reserve funds.




TABLE 2

CURRENT USER CLASS ACCOUNTS AND WATER CONSUMPTION

FY 2003-2004

Jul-03 Aug-03 Sep-03 Oct-03 Nov-03 Dec-03 Jan-04 Feb-04 Mar-04

Total

Apr-04 May-04 Jun-04 Consumption

XUV ZETTOP>

Customer Classes

Agriculture

Commercial

Fire Standby

Institutional (schools, church schools, etc)
Multi-Unit

Standby Meters

Public (Fire, Caltrans & Sanitary)
Recreation (parks, private golf courses)
Single Family Residence

Totals

Number of Meters

Consumption Data in Hcf

52
127
22
23
90
3
14
34
4,161

29,284 27,297 27,123 24,753 9,226 10,618 9,245 6,675 13,896
10,729 10,333 9,752 8,898 6,461 7,587 6,578 6,912 8,076
0 0 0 0 0 0 0 0 0
8,043 8,728 8,459 8,721 4,274 4,795 3,222 5308 4,812
7,752 8,165 9,237 6,390 4,295 5287 4,732 5213 5,983
382 261 2,365 117 137 88 79 95 157

535 1,063 658 511 319 355 257 338 368
29,421 30,029 22,897 14,014 5629 3,924 2,757 5,603 13,211
222,708 210,531 213,984 167,015 94,328 107,042 93,086 86,665 126,866

24,413 27,116 26,795
10,043 8,581 9,501
0 0 0

7177 6,294 5,281
7,784 7,799 9,477
110 86 185
452 570 734
27,349 29,096 28,947
194,850 192,089 210,051

236,441
103,451
0

75,114
82,114
4,062
6,160
212,877
1,919,215

4,526

308,854 296,407 294,475 230,419 124,669 139,696 119,956 116,809 173,369

272,178 271,631 290,971

2,639,434

Total Fixed Charges (All Meters) (a)
Total Consumption Charges (a)

Average Fixed Charges/Year/Meter
Average Consumption Charges/Year/Meter

$2,178,503
$7,579,730
$481
$1,675

Source: Montecito Water District, Water usage by class data and water rate codes.
(a) Based on preliminary draft financial statements for FY 03-04.




TABLE 3
BUDGETED AND PROJECTED OPERATION AND MAINTENANCE EXPENSES

. Projected
Estimated
Description FY 04-05 FY 05-06 FY 06-07 FY 07-08 FY 08-09 FY 09-10

General & Administrative

Department Salaries and Benefits $816,800 $841,300 $866,500 $892,500 $919,300 $946,900
Maintenance - General Plant $203,500 $209,600 $215,900 $222,400 $229,100 $236,000
Other $968,000 $997,000 $1,026,900 $1,057,700 $1,089,400 $1,122,100
Subtotal - General & Administrative $1,988,300 $2,047,900 $2,109,300 $2,172,600 $2,237,800 $2,305,000
Water Treatment & Transmission Operations

Customer Accounts $130,900 $134,800 $138,800 $143,000 $147,300 $151,700
Water Transmission O&M $579,700 $597,100 $615,000 $633,500 $652,500 $672,100
Subtotal - Water Treat. & Trans. Operations $710,600 $731,900 $753,800 $776,500 $799,800 $823,800
Water Supply Costs (a) $7,162,400 $7,520,800 $7,345,400 $7,576,500 $7,812,300 $8,055,600
Total O&M Expenses $9,861,300 $10,300,600 $10,208,500 $10,525,600 $10,849,900 $11,184,400

Source: Montecito Water District, Budget Report for FY 03-04 and FY 04-05. Budgeted/Projected values are rounded to nearest $100.

(a) Source: Table 4; inlcudes treatment expenses.




TABLE 4
PRESENT AND PROJECTED SOURCES OF SUPPLY AND COSTS

Projected
WATER SOURCE
FY 04-05 FY 05-06 FY 06-07 FY 07-08 FY 08-09 FY 09-10

Sources of Water Supply (AF
Jameson 1,405 1,405 1,405 1,405 1,405 1,405
Cachuma 2,128 2,128 2,128 2,128 2,128 2,128
Doulton 375 375 375 375 375 375
SWP Purchase 1,992 2,042 2,092 2,142 2,192 2,242
Groundwater (Juncal Seepage & Wells) 400 400 400 400 400 400
Total Sources of Water 6,300 6,350 6,400 6,450 6,500 6,550
Projected Water Supply Demand (AF) (a) 6,300 6,350 6,400 6,450 6,500 6,550
Sources of Water Supply Costs
Jameson

Supply Costs $123,527 $125,998 $128,518 $131,088 $133,710 $136,384

Pumping $0 $0 $0 $0 $0 $0

Treatment Total $372,422 $383,594 $395,102 $406,955 $419,164 $431,739

Water rights $29,098 $29,971 $30,870 $31,796 $32,750 $33,733
Cachuma

Purchase $492,353 $502,200 $512,244 $522,489 $532,938 $543,597

Pumping $143,145 $150,302 $157,817 $165,708 $173,993 $182,693

Cater Treatment Total $572,004 $589,165 $606,840 $625,045 $643,796 $663,110

Water rights $80,649 $83,069 $85,561 $88,128 $90,771 $93,495
Doulton

Supply Costs $766 $781 $797 $813 $829 $845

Pumping $0 $0 $0 $0 $0 $0

Treatment $50,392 $92,874 $95,660 $98,530 $101,486 $104,531

Water rights $0 $0 $0 $0 $0 $0
SWP - Water Purchase $4,875,873 $5,430,748 $5,199,815 $5,373,769 $5,550,681 $5,733,371
Groundwater (Juncal Seepage & Wells) $132,139 $132,139 $132,139 $132,139 $132,139 $132,139
Total Water Supply Costs (b ) $7,162,400 $7,520,800 $7,345,400 $7,576,500 $7,812,300 $8,055,600
Production Unit Costs
Jameson

Supply Costs $87.92 $89.68 $91.47 $93.30 $95.17 $97.07

Treatment Variable Unit Cost $31.28 $32.22 $33.19 $34.19 $35.21 $36.27

Treatment Variable Costs $43,955 $45,274 $46,632 $48,031 $49,472 $50,956

Treatment Estimated Fixed Cost $328,467 $338,321 $348,470 $358,925 $369,692 $380,783

Water rights $20.71 $21.33 $21.97 $22.63 $23.31 $24.01
Cachuma

Purchase $231.37 $236.00 $240.72 $245.53 $250.44 $255.45

Pumping $67.27 $70.63 $74.16 $77.87 $81.76 $85.85

Treatment Variable Unit Cost $18.40 $18.95 $19.52 $20.10 $20.71 $21.33

Treatment Variable Costs $39,148 $40,323 $41,533 $42,778 $44,062 $45,384

Treatment Estimated Fixed Cost $532,856 $548,842 $565,307 $582,266 $599,734 $617,726

Water rights $37.90 $39.04 $40.21 $41.41 $42.66 $43.94
Doulton

Supply Costs $2.04 $2.08 $2.12 $2.17 $2.21 $2.25

Pumping $0.00 $0.00 $0.00 $0.00 $0.00 $0.00

Treatment Variable Unit Cost $22.69 $23.37 $24.07 $24.80 $25.54 $26.31

Treatment Variable Costs $8,509 $49,735 $51,227 $52,764 $54,347 $55,977

Treatment Estimated Fixed Unit Cost

Treatment Estimated Fixed Cost $41,883 $43,139 $44,433 $45,766 $47,139 $48,553

Water rights $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
SWP

SWP Fixed Cost $4,336,681 $4,622,368 $4,677,979 $4,720,831 $4,862,456 $5,008,330

SWP Variable Cost $294,769 $378,854 $252,437 $298,730 $307,692 $316,923

Projected Central Coast WA Actual Deliveries (c ) 1,089 957 1,012 980 na na

SWP Variable Unit Cost $270.68 $395.88 $249.44 $304.83 $313.97 $323.39
Groundwater (Juncal Seepage & Wells) $330.35 $330.35 $330.35 $330.35 $330.35 $330.35
Notes

(a) Projected water supply plan from the Montecito MWD's 2000 Urban Water Management Plan.
(b) Projected costs are rounded to nearest $100.
(c ) Source CCWA projection data available through FY 07-08; costs escalated 3% thereafter.




TABLE 5
PRESENT AND PROJECTED CAPITAL IMPROVEMENT PROGRAM AND
DEBT SERVICE REQUIREMENTS

Estimated Projected Six Year
Description FY 04-05 FY 05-06 FY 06-07 FY 07-08 FY 08-09 FY 09-10 Totals

Capital Improvement Program Details
Ortega Reservoir Cover $1,945,000 $4,300,000 $3,705,000 $0 $0 $0 $9,950,000
Annual Capital Improvement Projects $1,600,000 $100,000 $1,200,000 $1,200,000 $1,200,000 $1,200,000 $6,500,000
Electronic Mapping Project $88,000 $0 $0 $0 $0 $0 $88,000
Annual Capital Improvement Labor Costs $75,000 $75,000 $75,000 $75,000 $75,000 $75,000 $450,000
Miscellaneous Capital Improvement Projects $100,000 $100,000 $100,000 $100,000 $100,000 $100,000 $600,000
Total Capital Improvement Program $3,808,000 $4,575,000 $5,080,000 $1,375,000 $1,375,000 $1,375,000 $17,588,000
Estimated Annual Depreciation $1,079,250 $1,170,750 $1,272,350 $1,299,850 $1,327,350 $1,354,850 $7,504,400
Debt Service Requirements
2004 COMB Bond $29,690 $49,600 $38,000 $36,800 $35,600 $39,400 $229,090
1998A Certificate of Participation $699,800 $699,800 $699,800 $699,800 $699,800 $699,800 $4,198,800
DWR Bella Vista Loan $305,268 $305,268 $305,268 $305,268 $305,268 $305,268 $1,831,608
DWR Cater Treatment $156,500 $241,776 $241,776 $241,776 $241,776 $241,776  $1,365,380
2000 Metron Meter Lease $147,700 $0 $0 $0 $0 $0 $147,700
US Bureau of Rec $4,558 $0 $0 $0 $0 $0 $4,558

Sub Total Existing Debt $1,343,516 $1,296,444 $1,284,844 $1,283,644 $1,282,444 $1,286,244 $7,777,136
Ortega Cover Loan - 04-05 $0 $65,062 $65,062 $65,062 $65,062 $65,062 $325,310
Ortega Cover Loan - 05-06 $0 $0 $87,277 $87,277 $87,277 $87,277 $349,108
Ortega Cover Loan - 06-07 $0 $0 $0  $483,658  $483,658  $483,658 $1,450,974

Sub Total New Debt (a) $0 $65,062 $152,339 $635,997 $635,997 $635,997 $2,125,392
Total Debt Service Requirements $1,343,516 $1,361,506 $1,437,183 $1,919,641 $1,918,441 $1,922.241 $9,902,528

Source: Montectio Water District Budget Reports and Debt Service Information. Projected costs are rounded to nearest $100.
(a) Oretega Cover Debt per District staff; based on SRF Loan and 2.4175% interest and 20 years.




TABLE 6
PRESENT AND PROJECTED REVENUES AND COSTS WITH CURRENT RATES

Estimated Projected
Description FY 04-05 FY 05-06 FY 06-07 FY 07-08 FY 08-09 FY 09-10
Revenues (a)
Fixed Charges $2,178,503 $2,195,657 $2,212,810 $2,229,964 $2,247,117 $2,264,271
Consumption Charges $7,050,970 $7,109,728 $7,168,486 $7,227,244 $7,286,002 $7,344,761
Other Revenues $126,300 $130,089 $133,992 $138,012 $142,152 $146,417
Total Operating Revenues $9,355,773 $9,435,474 $9,515,288 $9,595,220 $9,675,272 $9,755,448
Operating Expenses (b)
General and Administrative $1,988,300 $2,047,900 $2,109,300 $2,172,600 $2,237,800 $2,305,000
Water Treatment and Transmission Operations $710,600 $731,900 $753,800 $776,500 $799,800 $823,800
Sources of Supply Costs $7,162,400 $7,520,800 $7,345,400 $7,576,500 $7,812,300 $8,055,600
Total Operating Expenses $9,861,300 $10,300,600 $10,208,500 $10,525,600 $10,849,900 $11,184,400
Net Operating Revenue ($505,527) ($865,126) ($693,212) ($930,380)  ($1,174,628)  ($1,428,952)
Non-Operating Revenue (Expense)
Interest Income (@ 2%) (c) $85,100 $138,600 $107,400 $55,500 $0 $0
Picay Hydro Power $67,300 $69,319 $71,399 $73,541 $75,747 $78,019
Water Availability Charge $315,000 $315,000 $315,000 $315,000 $315,000 $315,000
Water Supply Acquisition Cost $0 $0 $0 $0 $0 $0
Water Capital Facility Charges $417,200 $417,200 $417,200 $417,200 $417,200 $417,200
Existing Debt Service (d) ($1,343,516) ($1,296,444)  ($1,284,844)  ($1,283,644)  ($1,282,444)  ($1,286,244)
New Debt Service (d) $0 ($65,062) ($152,339) ($635,997) ($635,997) ($635,997)
Total Non-Op Revenues/Expenses (8458,916) ($421,387) ($526,184)  ($1,058,400)  ($1,110,494)  ($1,112,022)
Net Income Before Capital Activity ($964,443) ($1,286,513)  ($1,219,396)  ($1,988,780)  ($2,285,122)  ($2,540,974)
Capital Expenditures (d) $3,808,000 $4,575,000 $5,080,000 $1,375,000 $1,375,000 $1,375,000
Capital Financing
Proposed Debt Issuance $1,945,000 $4,300,000 $3,705,000 $0 $0 $0
Subtotal $1,945,000 $4,300,000 $3,705,000 $0 $0 $0
Capital Financing Issuance Expense
Bond Pay-Off $0 $0 $0 $0 $0 $0
Bond Reserve Fund Requirement $0 $0 $0 $41,371 $41,371 $41,371
Capital Financing Issuance Expense $0 $0 $0 $0 $0 $0
Subtotal $0 $0 $0 $41,371 $41,371 $41,371
Net Change in Funds Avail. After Capital Activity ($2,827,443) ($1,561,513) ($2,594,396) ($3,405,152) ($3,701,494) ($3,957,345)
Beginning Cash Balance $9,758,092 $6,930,649 $5,369,136 $2,774,740 ($630,412) ($4,331,906)
Ending Cash Balance $6,930,649 $5,369,136 $2,774,740 ($630,412)  ($4,331,906)  ($8,289,251)
Target Reserve Balance $6,258,390 $6,390,180 $6,362,550 $6,457,680 $6,554,970 $6,655,320
Net Fund Balance vs. Target Reserve $672,259 ($1,021,044)  ($3,587,810)  ($7,088,092) ($10,886,876) ($14,944,571)

(a) Source: Montecito Water District, Budget Report for FY 03-04 and FY 04-05.

(b) Source: Table 3 and Table 4.
(c) Estimated interest income is based on interest rate of 2%
(d) Source: Table 5.

Proposed Annual Rate Increases
Proposed Rate Increase
Proposed Consumption Rate Increase

Rev - Fixed Meter Charge

Rev - Water Commodity Charge

Proposed Fixed Charge/Meter/Year

Effective Annual Fixed Charge/Meter/Year
Proposed Base Fixed Unit Rate

Proposed Consumption Unit Rate (Ccf)
Effective Annual Consumption Unit Rate (Ccf)

Growth Based Changes in Accounts
Number of Water Meters
Annual Water Production (AF) Per Urban Mgt. Plan
Annual Water Production (Hcf)
Loss to City of Santa Barbara (AF)
System Loss @ 6% (AF)
Net Water Sales/Consumption (AF)
Net Water Sales/Consumption (Ccf)

Increase in number of meters (%)

Increase of water usage (ccf) (%)

Interest Rate (%), per City staff,

Other Revenue & Interfund Transfer Inflation Increases

Proposed Rates

0.00%
0.00%

$2,178,503
$7,050,970
$481.33
$481.33
$24.29
$2.87
$2.87

4,526
6,300
2,744,280
300

360

5,640
2,456,784
0.00%
-1.57%
2.00%
3.00%

0.00%
0.00%

$2,195,657
$7,109,728
$481.33
$481.33
$24.29
$2.87
$2.87

4,562
6,350
2,766,060
300

363

5,687
2,477,257
0.79%
0.79%
2.00%
3.00%

0.00%
0.00%

$2,212,810
$7,168,486
$481.33
$481.33
$24.29
$2.87
$2.87

4,597
6,400
2,787,840
300

366

5,734
2,497,730
0.78%
0.78%
2.00%
3.00%

0.00%
0.00%

$2,229,964
$7,227,244
$481.33
$481.33
$24.29
$2.87
$2.87

4,633
6,450
2,809,620
300

369

5,781
2,518,204
0.78%
0.78%
2.00%
3.00%

0.00%
0.00%

$2,247,117
$7,286,002
$481.33
$481.33
$24.29
$2.87
$2.87

4,669
6,500
2,831,400
300

372
5,828
2,538,677
0.77%
0.77%
2.00%
3.00%

0.00%
0.00%

$2,264,271
$7,344,761
$481.33
$481.33
$24.29
$2.87
$2.87

4,704
6,550
2,853,180
300

375

5,875
2,559,150
0.76%
0.76%
2.00%
3.00%




TABLE 7
PRESENT AND PROJECTED REVENUES AND COSTS WITH PROPOSED RATES

Estimated Projected
Description FY 04-05 FY 05-06 FY 06-07 FY 07-08 FY 08-09 FY 09-10
Revenues (a)
Fixed Charges $2,243,858 $2,397,218 $2,573,334 $2,774,813 $2,991,888 $3,225,758
Consumption Charges $7,262,499 $7,793,699 $8,401,741 $9,063,550 $9,776,844 $10,545,588
Other Revenues $126,300 $130,089 $133,992 $138,012 $142,152 $146,417
Total Operating Revenues $9,632,657 $10,321,006 $11,109,067  $11,976,374 $12,910,884 $13,917,763
Operating Expenses (b)
General and Administrative $1,988,300 $2,047,900 $2,109,300 $2,172,600 $2,237,800 $2,305,000
Water Treatment and Transmission Operations $710,600 $731,900 $753,800 $776,500 $799,800 $823,800
Sources of Supply Costs $7,162,400 $7,520,800 $7,345,400 $7,576,500 $7,812,300 $8,055,600
Total Operating Expenses $9,861,300 $10,300,600 $10,208,500 $10,525,600 $10,849,900 $11,184,400
Net Operating Revenue ($228,643) $20,406 $900,567 $1,450,774 $2,060,984 $2,733,363
Non-Operating Revenue (Expense)
Interest Income (@ 2%) (c) $85,100 $144,200 $130,700 $111,200 $91,800 $84,300
Picay Hydro Power $67,300 $69,319 $71,399 $73,541 $75,747 $78,019
Water Availability Charge $315,000 $315,000 $315,000 $315,000 $315,000 $315,000
Water Supply Acquisition Cost $0 $0 $0 $0 $0 $0
Water Capital Facility Charges $417,200 $417,200 $417,200 $417,200 $417,200 $417,200
Existing Debt Service (d) ($1,343,516)  ($1,296,444)  ($1,284,844)  ($1,283,644)  ($1,282,444)  ($1,286,244)
New Debt Service (d) $0 (865,062) ($152,339) ($635,997) ($635,997) ($635,997)
Total Non-Op Revenues/Expenses ($458,916) ($415,787) ($502,884)  ($1,002,700)  ($1,018,694)  ($1,027,722)
Net Income Before Capital Activity ($687,559) ($395,381) $397,683 $448,074 $1,042,290 $1,705,641
Capital Expenditures (d) $3,808,000 $4,575,000 $5,080,000 $1,375,000 $1,375,000 $1,375,000
Capital Financing
Proposed Debt Issuance $1,945,000 $4,300,000 $3,705,000 $0 $0 $0
Subtotal $1,945,000 $4,300,000 $3,705,000 $0 $0 $0
Capital Financing Issuance Expense
Bond Pay-Off $0 $0 $0 $0 $0 $0
Bond Reserve Fund Requirement $0 $0 $0 $41,371 $41,371 $41,371
Capital Financing Issuance Expense $0 $0 $0 $0 $0 $0
Subtotal $0 $0 $0 $41,371 $41,371 $41,371
Net Change in Funds Avail. After Capital Activity ($2,550,559) ($670,381) ($977,317) ($968,298) ($374,082) $289,270
Beginning Cash Balance $9,758,092 $7,207,533 $6,537,152 $5,559,835 $4,591,537 $4,217,455
Ending Cash Balance $7,207,533 $6,537,152 $5,559,835 $4,591,537 $4,217,455 $4,506,725
Target Reserve Balance $6,258,390 $6,390,180 $6,362,550 $6,457,680 $6,554,970 $6,655,320
Net Fund Balance vs. Target Reserve $949,143 $146,972 ($802,715)  ($1,866,143)  ($2,337,515) ($2,148,595)
(a) Source: Montecito Water District, Budget Report for FY 03-04 and FY 04-05.
(b) Source: Table 3 and Table 4.
(c) Estimated interest income is based on interest rate of 2%
(d) Source: Table 5.
Proposed Annual Rate Increases Proposed Rates
Proposed Fixed Rate Increase 6.00% 6.00% 7.00% 7.00% 7.00% 7.00%
Proposed Consumption Rate Increase 6.00% 6.00% 7.00% 7.00% 7.00% 7.00%
Rev - Fixed Meter Charge $2,243,858 $2,397,218 $2,573,334 $2,774,813 $2,991,888 $3,225,758
Rev - Water Commodity Charge $7,262,499 $7,793,699 $8,401,741 $9,063,550 $9,776,844 $10,545,588
Proposed Fixed Charge/Meter/Year $510.21 $540.82 $578.68 $619.19 $662.53 $708.91
Effective Annual Fixed Charge/Meter/Year $495.77 $525.52 $559.75 $598.93 $640.86 $685.72
Proposed Base Fixed Unit Rate $25.75 $27.29 $29.20 $31.25 $33.43 $35.77
Proposed Consumption Unit Rate (Ccf) $3.04 $3.25 $3.48 $3.72 $3.98 $4.26
Effective Annual Consumption Unit Rate (Ccf) $2.96 $3.15 $3.36 $3.60 $3.85 $4.12
Growth Based Changes in Accounts
Number of Water Meters 4,526 4,562 4,597 4,633 4,669 4,704
Annual Water Production (AF) Per Urban Mgt. Plan 6,300 6,350 6,400 6,450 6,500 6,550
Annual Water Production (Hcf) 2,744,280 2,766,060 2,787,840 2,809,620 2,831,400 2,853,180
Loss to City of Santa Barbara (AF) 300 300 300 300 300 300
System Loss @ 6% (AF) 360 363 366 369 372 375
Net Water Sales/Consumption (AF) 5,640 5,687 5,734 5,781 5,828 5,875
Net Water Sales/Consumption (Ccf) 2,456,784 2,477,257 2,497,730 2,518,204 2,538,677 2,559,150
Increase in number of meters (%) 0.00% 0.79% 0.78% 0.78% 0.77% 0.76%
Increase of water usage (ccf) (%) -1.57% 0.79% 0.78% 0.78% 0.77% 0.76%
Interest Rate (%), per City staff, 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Other Revenue & Interfund Transfer Inflation Increases 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%






