AGENDA
IRVINE RANCH WATER DISTRICT

BOARD OF DIRECTORS
REGULAR MEETING
April 27, 2015
PLEDGE OF ALLEGIANCE
CALL TO ORDER 5:00 p.m., Board Room, District Office
15600 Sand Canyon Avenue, Irvine, California
ROLL CALL Directors Matheis, Reinhart, Swan, Withers and President LaMar
NOTICE

If you wish to address the Board on any item, including Consent Calendar items, please file
your name with the Secretary. Forms are provided on the lobby table. Remarks are limited to
five minutes per speaker on each subject. Consent Calendar items will be acted upon by one
motion, without discussion, unless a request is made for specific items to be removed from the
Calendar for separate action.

COMMUNICATIONS TO THE BOARD

1 A. Written;

B. Oral:

2.
Recommendation: Determine that the need to discuss and/or take immediate action on
item(s)

WORKSHOP Resolution No. 2015-9

3. CITY OF SAN JUAN CAPISTRANO TIERED RATE CASE OVERVIEW

Staff will provide an overview on the recent appellate court decision on the City
of San Juan Capistrano’s tiered rate case.

4. FISCAL YEAR 2015-16 OPERATING BUDGET AND PROPOSED RATES
AND CHARGES

Recommendation: Recommendation: That the Board review District’s
Operating Budget for FY 2015-16 and Determining Compliance with Article
XIIIB of the California Constitution; and approve the Proposition 218 Notices
subject to non-substantive modifications.
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CONSENT CALENDAR Items 5-9

5 MINUTES OF REGULAR BOARD MEETING

Recommendation: That the minutes of the April 13, 2015 Regular
Board meeting be approved as presented.

6 RATIFY/APPROVE BOARD OF DIRECTORS’ ATTENDANCE AT
MEETINGS AND EVENTS

Recommendation: That the Board ratify/approve meetings and events for Steven
LaMar, Mary Aileen Matheis, Douglas Reinhart, Peer Swan and John Withers.

7. MARCH 2015 TREASURY REPORTS

Recommendation: That the Board receive and file the Treasurer’s Investment
Summary Report, the Monthly Interest Rate Swap Summary for March 2015,
and Disclosure Report of Reimbursements to Board members and staff; approve
the March 2015 summary of payroll ACH payments in the total amount of
$1,506,822 and approve the March 2015 accounts payable Disbursement
Summary of warrants 356620 through 357375, Workers’ Compensation
distributions, wire transfers, payroll withholding distributions and voided
checks in the total amount of $21,586,695.

8 PLANNING AREA 5B (EASTWOOD) CAPITAL IMPROVEMENTS AND
SUPPLEMENTAL REIMBURSEMENT AGREEMENT

Recommendation: That the Board authorize a budget increase for project 11717
(4512) in the amount of $19,800, from $112,200 to $132,000, project 30420
(4514) in the amount of $991,700, from $777,700 to $1,769,400, project 31717
(4513) in the amount of $65,000, from $233,200 to $298,200, and project 30421
(4515) in the amount of $42,900, from $57,200 to $100,100; authorize a budget
decrease for project 30429 (4752) in the amount of <$943,800>, from $943,800
to $0; and authorize the General Manager to execute a Supplemental
Reimbursement Agreement with Irvine Community Development Company for
the design and construction of domestic water, sewer, and recycled water
improvements in Planning Area 5B.

9. MICHELSON WATER RECYCLING PLANT BIOSOLIDS AND ENERGY
RECOVERY FACILITIES VARIANCE AND CONTRACT CHANGE ORDER

Recommendation: That the Board authorize the General Manager to execute
Variance No. 3 in the amount of $74,901.74 with Creative Alliance Group to
provide supplemental partnering consultation services and approve Contract
Change Order No. 27 in the amount of $107,253.26 with Filanc/Balfour-Beatty
to provide electrical, instrumentation and controls, structural, and mechanical
modifications at various treatment facilities for the MWRP Biosolids and Energy
Recovery Facilities, project 20847 (1617).
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ACTION CALENDAR

9. PETERS CANYON WASH CHANNEL WATER CAPTURE AND REUSE
PIPELINE PROJECT — FINAL INITIAL STUDY/MITIGATED NEGATIVE
DECLARATION

Recommendation: That the Board find on the basis of the whole record before it
(including the Initial Study/Mitigated Negative Declaration and the comments
received), that there is no substantial evidence that the Peters Canyon Wash
Channel Water Capture and Reuse Pipeline project will have a significant effect
on the environment and that the Mitigated Negative Declaration reflects IRWD's
independent judgment and analysis; adopt the proposed Mitigated Negative
Declaration for the Peters Canyon Wash Channel Water Capture and Reuse
Pipeline project and the Mitigation Monitoring and Reporting Program
incorporated within the Mitigated Negative Declaration; approve the project; and
authorize staff to post and file a Notice of Determination and submit payment for
the California Department of Fish and Wildlife service filing fee.

OTHER BUSINESS

Pursuant to Government Code Section 54954.2, members of the Board of Directors or staff may ask
questions for clarification, make brief announcements, make brief reports on his/her own activities.
The Board or a Board member may provide a reference to staff or other resources for factual
information, request staff to report back at a subsequent meeting concerning any matter, or direct staff
to place a matter of business on a future agenda. Such matters may be brought up under the General
Manager’s Report or Directors’ Comments.

10. A. General Manager’s Report

B. Directors’ Comments

C. Adjourn.

sk * * * ® * *k * * * * * * * * * * kK *k * k * * ok sk *® % *
Availability of agenda materials: Agenda exhibits and other writings that are disclosable public records distributed to all or a
majority of the members of the Irvine Ranch Water District Board of Directors in connection with a matter subject to
discussion or consideration at an open meeting of the Board of Directors are available for public inspection in the District’s
office, 15600 Sand Canyon Avenue, Irvine, California (“District Office”). If such writings are distributed to members of the
Board less than 72 hours prior to the meeting, they will be available from the District Secretary of the District Office at the
same time as they are distributed to Board Members, except that if such writings are distributed one hour prior to, or during,
the meeting, they will be available at the entrance to the Board of Directors Room of the District Office.

The Irvine Ranch Water District Board Room is wheelchair accessible. If you require any special disability-related
accommodations (e.g., access to an amplified sound system, etc.), please contact the District Secretary at (949) 453-5300
during business hours at least seventy-two (72) hours prior to the scheduled meeting. This agenda can be obtained in
alternative format upon written request to the District Secretary at least seventy-two (72) hours prior to the scheduled
meeting.
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PROPOSED OPERATING BUDGET AND RATES AND CHARGES
FOR FISCAL YEAR 2015-16

SUMMARY:

The preliminary proposed Fiscal Year (FY) 2015-16 Operating Budget for Irvine Ranch Water
District is approximately $139.0 million, representing an increase of $8.4 million, or 6.4%, over
FY 2014-15. There are three substantive changes since the April 13, 2015 Board presentation:

e The Orange County Water District (OCWD) Board approved a Replenishment
Assessment (RA) of $322 per acre feet (AF), down from staff’s earlier assumption of
$340 per acre foot included in the April 13, 2015 Board package ($0.8 million reduction
to the operating budget).

e The revised State Water Resources Control Board (SWRCB) proposed reduction of 16%
required savings of potable water usage. Staff had previously presented the initial
SWRCB proposal reflecting a 20% reduction in usage ($1.8 million increase to the
operating budget).

Staff is in the process of finalizing the details of the 2015-16 Operating Budget and plans to
bring the Budget to the Board for approval in May 2015.

Based on the recommended rate increases and assuming an average customer’s allocation is 11
ccf per month, the average customer in the Irvine Ranch Rate Area will experience an expected
rate increase of $4.58 or 10.7%, from $42.84 per month to $47.42 per month. An average
residential customer in the Los Alisos Rate Area will experience a rate increase of $2.88 or 5.6%
from $51.81 to $54.69 per month. The Orange Park Acres Rate Area will be transitioned into the
Irvine Ranch Rate Area rate structure effective July 1, 2015. A summary of the proposed rates is
attached as Exhibit “A”.

Proposition 218 notices are attached as Exhibit “B” and staff is requesting Board approval
(subject to non-substantive changes) in order to affect the new rates effective July 1, 2015. The
notices include a stepped increase in the Inefficient and Wasteful tiers for the Irvine Ranch and
Los Alisos Rate Areas that would fund potential state-imposed penalties for missing the targeted
allocation or for other potential cost related increases.

Staff will provide a powerpoint presentation as part of a Board Workshop to lead a more detailed
discussion.

BACKGROUND:

The goal of the District’s budgeting process is to appropriately fund the resources required to
provide excellent service to its customers as cost efficiently as possible. Increases to the
District’s operating budget have been kept to a minimum by aggressively pursuing reductions in

FY14-15 Operating Budget.docx
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expenses to offset uncontrollable expenses, such as pass-through rate increases from outside
agencies. The primary drivers for increases in the FY 2015-16 Operating Budget include
increases in the cost of imported water along with substantial increases in the rates charged by
the District’s electric power provider.

On April 1, 2015 the Governor issued an Executive Order to direct the SWRCB to impose
restrictions to achieve an aggregate statewide 25% reduction in potable urban water use through
February 2016. The Executive Order stipulates a 25% reduction in water use as compared to
2013. SWRCB proposed draft regulations to implement the 25% Conservation Standard on
April 7, 2015 and a revised draft on April 18, 2015 based on the relative residential per capita
water usage (gallons per capita per day, or GPCD) of each water supplier’s area for the reporting
period of July through September 2014 R-GPCD values. These values place each supplier into a
tier requiring savings of potable water usage from 2013 ranging from 8% to 36%. Based on
IRWD’s 91.4 GPCD, the current draft of the SWRCB’s proposal requires that IRWD achieve a
16% reduction in potable usage. While this proposal is still preliminary with final regulations to
be issued in early May, staff has incorporated this proposal into the Operating Budget and will
present the revised budget along with options on how to achieve the required reductions at the
Board Workshop. Staff will also discuss the Proposition 218 notices.

In addition, Carollo Engineering, Inc. is working to finalize the update of the District’s Cost of
Service Study. Staff has incorporated Carollo’s findings and recommendations, which have also
been reviewed with the Finance and Personnel Committee, into the 2015-16 rate setting process.

Tiered Rate Structure Cost Allocation:

In the tables below, staff has provided the detailed methodology for allocating costs to the tiered
rates. The District moved to an allocation-based rate structure in 1991 and initially established
the over allocation use tiers to incentivize water conservation. This approach immediately
resulted in a decrease of water consumption that exceeded 10% and laid the groundwork for the
efficient use of water by IRWD customers that is firmly established today. The rate structure
continues to align excessive use with a marked increase in rates over the base rate to fund costs
including recycled water conversions which helps reduce the District’s need to purchase
expensive imported water, the District conservation efforts, and the urban runoff (NTS) which is
a byproduct of wasteful water usage. The rate structure is based on the cost of service to provide
water to each tier.

The allocation based rate structure is designed to promote conservation and the District’s rate
setting process utilizes Chapter 3.4 (sections 370-374) of the California Water Code that
provides for the ability to impose conservation charges based on the cost of service. The
proposed FY 2015-16 Operating Budget and recommended rate increases follow these
guidelines. For each tier, the District’s rate setting process includes a determination of the nexus
between the revenue generated from the proposed rates and the costs driving those rates, and
between the rates and the estimated benefit from the additional associated costs. This analysis
has been performed and will be described in greater detail in the IRWD Cost of Service Study,
which as mentioned above, is nearing completion.
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Over allocation revenue can fluctuate significantly from year to year; weather is typically the
most unpredictable factor. During wet years, over allocation revenue is reduced while dry years
generate more as consumption increases. Consistent with the District’s practice, as weather and
consumption cannot be predicted, this over allocation fund is to be considered cyclical for use
over a three to five year timeframe. The drought, that is moving into its fourth year, has
increased the over allocation fund. Staff is in the process of prioritizing programs and
expenditures that will utilize the fund and provide a benefit to the District during drier than
normal years.

Due to the required mandated reductions by the SWRCB, staff recommends modifying the tier
structure to motivate the reduction in potable water usage. These include:

e Changing the outdoor allocation formula for drought tolerant plants and drip irrigation
which results in an adjusted ET factor from 0.9 to 0.6; and

o Consolidating the Excessive tier with the Wasteful tier, reducing the number of tiers from
four from five.

Pronosed Tier Alocation

i

i Tler

{'Low Volume 0-40 % 0-40%

| BaseRate ] C41-100%  41-100%
Ulnefficient ; O 101-130%  101-130% |
 Excessive ﬁ  131-160% NA o
| Wasteful ] " ” 18ty {3+

Details of the District’s rate setting methodology follow:

Irvine Ranch Rate Area

The allocation based rate structure has two basic components: a commodity charge and a fixed
service charge. The commodity charge covers the cost of water, including the amount of water
used inside and outside a residence. The fixed service charge covers operating and maintenance
costs of the District as well as certain infrastructure costs.

The District’s commodity rate setting methodology previously utilized five tiers that include a
low volume tier, a base rate and three over allocation tiers. As a result of the on-going drought,
the SWRCB required reduction in potable water usage and the significant increased focus on
conservation efforts, the District proposes to send a stronger price signal by recommending a
consolidation in the number of tiers from five to four, eliminating the excessive tier and also
revising the proposed methodology between tiers. The updated allocation of usage among tiers
is based on indoor versus outdoor usage, varying types of outdoor water application and similar
methodology that facilitates the allocation of costs to the appropriate tiers.

The allocation of costs associated with the Irvine Ranch Rate Area tiers follow:
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IRVINE RANCH RATE AREA METHODOLOGY
Tiers Proposed

Low Volume | Lowest cost of source water for the Irvine Ranch rate area + District wide
(LV) conservation costs

Melded cost of budgeted sales (local groundwater plus imported water

Base Rate . ) .
purchases) + District wide conservation costs
. Loaded cost’ of imported water + District wide conservation costs + water
Inefficient .
banking costs
Loaded cost’ of imported water + District wide conservation costs + water
Wasteful

banking costs + NTS costs + Targeted conservation costs

When this approach is applied to the budgeted revenues and expenses within each tier, the
resulting proposed rates for the Irvine Ranch Rate Area for FY 2015-16 follows in the table
below:

Irvine Ranch Rate Area-

Lowest cost of source water for the Irvine Ranch ratel
$0.88 $1.11 $0.23 larea ($1.06/ccf) + District wide conservation
costs($0.05/cef)

All sources melded cost of budgeted water ($1.57)
+District wide conservation costs($0.05)

Loaded cost of imported water($2.76) + District
wide conservation costs ($0.05) + water banking
costs($1.11). There is a possible second step
increase to $9.30 if targeted reductions are not met
Loaded cost'of imported water ($2.76) +District
wide conservation costs ($0.05) + water banking
Wasteful | $12.60 $14.53 | $1.93 [costs ($1.11) +targeted conservation costs and NTS
costs ($10.61). There is a possible second step
increase to $24.02 if targeted reductions are not met

Low
Volume

Base Rate| $1.34 $1.62 $0.28

Inefficient| $3.91 $3.92 $0.01

Los Alisos Rate Area

The methodology used for the Los Alisos Rate Area is similar to the Irvine Ranch rate area. The
methodology continues to utilize four tiers that include a low volume tier, a base rate and two
over allocation tiers. The allocation of costs associated with the tiers follow:

! Assumes all costs from MWDOC and MWD (iveter charge, CRC, etc.) associated with the acquisition of imported
water are included in identifying the cost per ccf for the represented Rate Area.
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LOS ALISOS RATE AREA METHODOLOGY
Tiers Proposed

Lowest cost of source water (MWDOC untreated) for the Los
Alisos rate area + District wide conservation costs

Low Volume

All sources melded cost of budgeted water +District wide

Base Rate -
conservation costs
- Loaded cost’ of imported water + District wide conservation costs
Inefficient :
+ water banking costs
Loaded cost' of imported water + District wide conservation costs
Wasteful

+ water banking costs +targeted conservation costs and NTS costs

The proposed rate structure for the Los Alisos rate area follows:

RN

~ Tiers - (BY 1418
Lowest cost of source water MWDOC untreated)
for the Los Alisos rate area ($2.34/ccf) offset by a
sinking fund from future proceeds from sale of
Los Alisos property
All sources melded cost of budgeted water
($2.34) + District wide conservation costs ($0.05)
Loaded cost'of imported water ($2.34) + District
wide conservation costs ($0.06) + water banking
Inefficient| $3.91 $3.60 | $(0.31) |costs($1.20). There is a possible second step
increase to $9.42 if targeted reductions are not
met
Loaded cost'of imported water ($2.34) + District
wide conservation costs ($0.06) + water banking

) costs ($1.20) + targeted conservation and NTS
Wilasiefalll - SIZ360 SIS0 {20 costs ($11.60). There is a possible second step
increase to $25.50 if targeted reductions are not
met

Low

Volume $1.51 $1.64 $0.13

Base Rate| $2.31 $2.39 $0.08

Average usage for a typical residential customer in the Irvine Ranch and Los Alisos rate areas
are approximately 11 ccf and the three lowest months usage would place them in the 5-10 ccf
category for sewage demand. Based on the recommended increases, the Irvine Ranch Rate Area
will experience an increase to the average residential customer of $4.58 or 10.7%, from $42.84
to $47.42 per month, and the Los Alisos Rate Area will experience an overall rate increase to the
average residential customer of $2.88 or 5.6%, from $51.81 to $54.69 per month.
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Pumping surcharges will be adjusted to capture a portion of the electricity cost increases the
District has experienced over several years.

Exhibit “A” identifies the effects of the proposed rate increases for a typical residential customer
within the Irvine Ranch and Los Alisos Rate Areas. Staff will present details of the tiered rate
structure cost allocations at the April 27, 2015 Board Workshop.

Attached as Exhibit “B” are the proposed Proposition 218 notices for the Irvine and Los Alisos
Rate Areas. As previously mentioned, the Orange Park Acres Rate Area will be merged into the
Irvine Ranch Rate Area effective July 1, 2015. The Proposition 218 notices will include a
schedule for a possible step rate increase in the commodity rate during the year of up to $4.85/ccf
in each of the inefficicnt and wasteful tiers for both the Trvine Ranch and the Los Alisos Rate
Areas to reflect possible penalties from the SWRCB or other related costs, if required water
reduction targets are not achieved.

Staff is recommending that the Board approve the mailing of Proposition 218 notices. Staff will
work with legal counsel to finalize the forms of the notices in compliance with applicable legal
requirements, whereupon staff will proceed with the mailing of these notices to the District’s
customers and landowners,

Proposed Schedule for the Operating Budget and Rates Adoption:

April 27, 2015 Second Board Workshop
Recommend approval of Proposition 218 Notices for Customers

May 8, 2015 Mail the Proposition 218 Notices to Customers
May 11, 2015 Recommend approval of the proposed Operating Budget

June 22, 2015 Tabulate responses from the Proposition 218 Notices and Public Hearing
to review Proposition 218 responses and adopt Rates and Charges for FY
2015-16

FISCAL IMPACTS:

Planned operating expenses in the FY 2015-16 Proposed Operating Budget reflect an increase of
$8.4 million from the adopted Operating Budget for FY 2014-15. The proposed rates
reflect amounts necessary to cover the proposed increases in costs based on the cost of service.

COMMITTEE STATUS:

The original budget pre-SWRCP reduction was reviewed by the Finance and Personnel
Committee on March 3, March 16, and April 6, 2015. The item was reviewed by the Board with
modifications on April 13, 2015. The item was reviewed with the Finance and Personnel
Committee with further modifications on April 21, 2015.
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ENVIRONMENTAL COMPLIANCE:

Section 21080(b) (8) of the Public Resources Code provides that the establishment, modification,
structuring, restructuring or approval of rates, tolls, fares, or other charges by public agencies are
exempt from the requirements of the California Environmental Quality Act (CEQA) provided
that certain findings are made specifying the basis for the claim of exemption. As will be
reflected in the recommended findings for the adoption of changes to the Schedule of Rates and
Charges, such rates and charges are within the purposes set forth in Section 21080(b) of the
Public Resources Code including but not by way of limitation, the purposes of (1) meeting
operating expenses, (2) purchasing or leasing supplies, equipment or materials, (3) meeting
financial reserve needs and requirements, and (4) obtaining funds for capital projects necessary
to maintain service within existing areas, and therefore, such changes are exempt from CEQA.

RECOMMENDATION:

THAT THE BOARD SET THE REGULAR MEETING OF THE BOARD OF DIRECTORS AT
THE SECOND REGULARLY SCHEDULED BOARD MEETING IN JUNE 2015, AS THE
TIME AND PLACE FOR A PUBLIC HEARING ON PROPOSED INCREASES IN
PROPERTY-RELATED RATES AND CHARGES AND ANY PROPOSED NEW
PROPERTY-RELATED RATES AND CHARGES, AND APPROVE THE MAILING OF
PROPOSITION 218 NOTICES AS FINALIZED BY STAFF AND LEGAL COUNSEL IN
COMPLIANCE WITH APPLICABLE LEGAL REQUIREMENTS .

LIST OF EXHIBITS:

Exhibit “A” — Proposed Recommended Rate increase for an Average Residential Customer
Exhibit “B” — Proposed Proposition 218 Notices






Exhibit “A”

Ly

e |
TRVINE RANCH
WATER DISTRICT

Current and Proposed Residential Rates

Irvine Ranch |

Los Alisos
. . Sewer/ Sewer/

Current Residential Rates: Water (1) Recycled Water (2) Water (1) Recycled Water (2)
Commodity Rate $1.34 $1.19 $2.31 $1.19
Residential Service $10.50 $19.90 $10.50 $19.90
Operations $9.00 $12.50 $9.00 $12.50
Replacements $0.80 $6.70 $0.80 $6.70
Enhancements $0.70 $0.70 $0.70 $0.70
Total Service Charge $10.50 $19.90 $10.50 $19.90
Commodity (11 ecf) $12.44 $21.41

Current Monthly $42.84 $51.81

(1) Water - District Average usage assumes 12 ccf's per month.
(2) Sewer - District average usage assumes 6-10 ccf for lowest 3 months,







Exhibit “B”

Irvine Ranch Rate Area — Commercial

Irvine Ranch Water District Notice of Proposed Water and Sewer Rate Change

Background

Irvine Ranch Water District (IRWD) is a government agency that provides water and sewer services based on the actual cost of operation and

maintenance. Each year, the [RWD Board of Directors adopts an annual operating budget that goes into effect on July 1. Part of that process
is setting water and sewer rates. One of IRWD'’s critical business objectives is to keep costs, and therefore rates, as low as possible for all our
customers. When compared with other agencies providing similar services in Orange County, IRWD’s rates are consistently among the lowest
in the county.

On April 1, 2015 the Govermor issued an Executive Order to direct the State Water Resources Control Board (SWRCB) to impose restrictions to
achieve an aggregate statewide 25% reduction in potable urban water use. The Executive Order stipulates a statewide 25% reduction in water
use as compared to 2013. The SWRCB has proposed draft regulations which place IRWD at a 16% required reduction and IRWD has
incorporated this into its rates below.

Rate Structure Changes Proposed

On July 1, 2015, [RWD is proposing to make several changes to the rates and charges on your bill. The first step of a water commodity charge
increase and other proposed changes to the rates and charges, allocations and tiers will become effective for all bills sent starting on July 1,
2015.

Proposed Commodity Rates

Commaodity charges are based on the volume of water used. For Fiscal Year (FY) 2015-16, IRWD is proposing a two-step commodity rate
increase. As shown in the table of proposed rates, the rates are proposed to increase for the Base Rate and Wasteful tiers. A second step
increase is proposed for the Wasteful tier, to be applied if customer demands for water in this tier exceed the SWRCB required reductions or for
other cost related increases.

FY 2015-16 Proposed Potable Commodity Rates
Tier FY 2014-15 FY 2015-16
Base Rate $1.34 perccf  $1.62 per ccf
Inefficient $3.91 percef  NA
Excessive $6.22 perccf  NA

First and Second Rate Steps for Potable Water:
The base rate will increase by $0.28 per ccf and this is the melded
cost of all remaining sources. An increase is proposed for the
wasteful tier if budgeted targets are not met. An increase of $5.38

per ccf (one hyndred cubic feet of water, or 748 gallons) to the Wasteful $12.60 percei  $14.53 per ccf

Wasteful rate is proposed to occur October 1,2015. The $5.38 $19.92 per ccf (step 2)**
increase would change the current Wasteful tier from $14.53 to * A ccf equals one hundred cubic feet and is the standard billing unit.
$19.92 per ccf. The potential step increase would occur October 1, One ccf = 748 gallons of water.

** This increase will only occur if demands for water exceed the
required reduction, and the District incurs penalties levied by the State
or other related costs.

2015, or later but only if necessary.

Proposed Recycled Water and Recycled Water Loan Commodity Rates:

FY 2015-16 Recycled Commodity Rates FY 2015-16 Recycled Water Loan Commodity Rates

Tier FY 2014-15 FY 2015-16 Tier FY 2014-15 FY 2015-16

Base Rate $1.19 per ccf $1.37 per ccf Base Rate $1.34 per ccf $1.62 per ccf

Inefficient $2.56 per ccf NA . Inefficient $3.91 per ccf NA

Excessive $5.17 per ccf NA Excessive $6.22 per ccf NA

Wasteful $11.47 perccf  $5.79 per ccf Wasteful $12.60 perccf  $14.53 per ccf

A ccf equals one hundred cubic feet and is the standard billing $19.92 per ccf (step 2)**

unit. One ccf = 748 gallons of water. * A ccf equals one hundred cubic feet and is the standard billing
unit. One ccf = 748 gallons of water.
** This increase will only occur if demands for water exceed the
required reduction, and the District incurs penalties levied by the
State or other related costs.

B V| B-1



Why are these Changes Necessary?
The main reasons for the change are due to uncontrollable cost increases from:

*  Significantly higher operating and maintenance expenses associated with higher pass through expenses from other agencies and
additional facilities coming on line (28%)

»  Significantly higher electricity costs for pumping and treating water (5% increase);

*  Charges from the Metropolitan Water District of Southern California (MWD) for imported water purchases through our regional
wholesaler the Municipal Water District of Orange County (MWDOC), the most expensive source of water supply (2% increase); and

»  Charges from the Orange County Water District (QCWD) for pumping local groundwater (10% increase.).

Allocation-Based Conservation Rate Structure
Since 1991, IRWD customer bills have been calculated using an aflocation-based conservation rate structure that uses property-specific water
allocations and tiered pricing to provide customers with an economic incentive to encourage efficient water use.
»  Each customer receives a basic allocation of water that allows for a reasonable amount of water for the customer's needs.
e Water bills are calculated based upon how much water is used and whether customers stayed within their allocation.
» Ifacustomer uses more water than their allocation, the water used that month is billed at increasingly higher tiers based on the cost of
service.
*  Costs associated with the purchase of additional imported water (the most expensive type of water for IRWD), urban runoff programs,
water banking and water conservation programs are allocated to the tiers based in their proportional use.
* Asaresult of the allocation-based rate structure, IRWD is regarded as a statewide leader in water efficiency.

How are Allocations Determined?
IRWD’s water use allocations take into consideration both indoor and outdoor water use.

e Allocations are based on an indoor and outdoor (as applicable) component. The indoor component is based on the specific
reasonable water use needs of the business.

e (Grass is the highest water-using plant in & landscape. Previously, IRWD's outdoor water use allocation formula was based on the
relative amount of water needed for warm-season turf . In an effort to encourage stronger conservation due to the fourth straight year
of drought and in order to meet the state mandated water reductions, IRWD is proposing to change the outdoor allocation component
to provide for sufficient water to meet the demands of your drought tolerant landscaping irrigated with drip or a high efficiency
irrigation system.

*  Yourallocation can change with the weather throughout the year. When the weather is hotter or windier, your allocation goes up
automatically. When it's cooler or rains, your allocation decreases automatically. Your allocation is printed on your monthly bill.

Proposed Changes to Billing Tiers
For FY 2015-16, IRWD is also proposing the following changes to the tiers:

Proposed Reduction in Tiers

e The proposed tiers are reduced from 4 to 2. This is based on the cost of : ‘

service and a better pricing signal for each tier. District staff has and will

continue to work with each customer to personalize their allocation. Base Rate 0-100% 0-100%
»  Water usage in each tier is determined as a percentage of Inefficient 101-110% NA
allocation. Customers with reasonable use should be : 15010 '
able to stay within 100% of allocation T Litleoe A
e Usage greater than 100% of allocation is not considered Wasteful 121+ 101+

reasonable use, and would fall into the Wasteful tier.

Proposed Monthly Water and Sewer Service Rates
The fixed monthly water service charge is proposed to decrease $0.20 from $10.50 to $10.30 for a 5/8 by %” meter. Proposed changes for
other meter sizes are shown in the table below.

Included in the proposed monthly water fixed service charge for the 5/8 x %" meter is $2.15 per month for water infrastructure enhancements
and replacements. IRWD includes this funding source for capital enhancements and replacements as part of its long-term planning approach.
By planning for the future and setting aside funds now to pay for the inevitable repair and the replacement of infrastructure such as pipes,
pumping stations and treatment facilities, the District can avoid significant one-time increases to its customer rates and charges in the future.
These funds are not used to pay for facilities that extend service to new development.
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10" compound
14” compound

Proposed Changes for Water Service Charges

12" or 14" propeller
16", 18" or 20" propeller

$1,155.00/meter
$1,837.50/meter

$1,771.90/meter
$2,992.50/meter

fixed monthly charge based on meter size for the operation and maintenance of the water system
Component Current Rates Proposed Rates

5/8" x %" disc $10.50/meter $10.30/meter
%" disc $15.55/meter $15.45/meter
1" disc $26.25/meter $25.75/meter
112" disc $52.50/meter $51.50/meter
2" disc $84.00/meter $82.40/meter
3” compound $168.00/meter $164.80/meter
4" compound $315.00/meter $309.00/meter
6" compound $525.00/meter $515.00/meter
8” compound $1,010.65/meter $991.40/meter

$1,133.00/meter
$1,802.50/meter

2" turbo $110.25/meter $108.15/meter
3" turbo $252.00/meter $247.20/meter
4" turbo $525.00/meter $515.00/meter
6" turbo $1,050.00/meter $1,030.00/meter
8" turbo $1,837.50/meter $1,802.50/meter
10" turbine $2,205.00/meter $2,163.00/meter
2" magnetic $163.30/meter $160.15/meter
4" magnetic $652.60/meter $640.15/meter
6" magnetic $1,468.45/meter $1,440.45/meter
8" magnetic $2,611.35/meter $2,561.60/meter
8" propeller $708.75/meter $695.25/meter
8" propeller $945.00/meter $927.00/meter
10" propeller $1,260.00/meter $1,236.00/meter

$1,738.15/meter
$,2935.50/meter

The sewer service charge is proposed to increase from $20.50 to $24.05 per month, which includes the first 10 ccfs of water per month.
Additional charges based on the volume of water used and treated in excess of 10 ccf per month are shown in the table below.

Proposed Changes for Sewer Quantity and Industrial Waste Charges
fixed monthly charge based on meter size for the operation and maintenance of the sewer system
Current Rates Proposed Rates
$2.35 per ccf of water used $2.56 per ccf of water used
Collection Quantity Charge $0.72 per ccf of water used $0.78 per ccf of water used
Industrial Waste Charge $0.115 per ccf $0.125 per ccf
Special Purpose Discharge Charge NA Up to $1,347.15 per million gallons

Component
Sewer Quantity Charge

Private Fire Line Service Fee, Hydrant Charges, Pumping Surcharges, Set-up and Reconnection Fees
A pumping surcharge is added to the commodity rate of those users who reside at higher elevations and cause the District to incur additional

pumping costs to supply their water. The surcharge is based on prevailing energy costs and varies depending upon the elevation of the area
served. If you live in an area affected by a pumping surcharge, it is itemized on your monthly bill.
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Proposed Changes to Pumping Surcharges, Set-up and Reconnection Fees |

ompaonent Current Rates Proposed Rates
Private Fire Line Service Fee (per diameter in.) $13.60 $13.60
Fire Hydrant Charge $23.70/month per hydrant $23.70/month per hydrant
Pumping Surcharges by Zone $0.16 to $0.42/ccf $0.09 to $0.47 /ecf
One-time Setup Fee for New Accounts $20.00 $25.00
Fees for Reconnection to the System in the event of Shutoff $70.00 - $95.00 $70.00 - $95.00

Automatic Pass-Through Adjustments

In calculating the proposed rate increases, IRWD has used its best available information on projected increases in the cost of imported water
IRWD purchases from Metropolitan Water District of Southern California (MWD) through the Municipal Water District of Orange County
(MWDOC), the replenishment charges paid by IRWD to Orange County Water District (OCWD) for pumping groundwater, and the cost for
regional treatment of sewage paid by IRWD to the Orange County Sanitation District (OCSD). However, IRWD has no control over the
amounts set by MWD, MWDOC, OCWD and OCSD (the “Regional Agencies”), and must pass those costs through to IRWD’s customers.
While not anticipated at this time, should any of the Regional Agencies adopt an additional increase (or decrease) in its charges (“Pass-
Through Amount’), IRWD will automatically recalculate its rates to include the Pass-Through Amount. If this occurs, the automatic IRWD rate
adjustment will not require a public hearing or any additional action by the IRWD Board of Directors. At least 30 days before the effective date
of the adjustment, IRWD will provide its customers with the expected adjustment(s), which will generally be calculated as the total projected
cost increase divided by the projected annual water consumption or annual total sewage flow as appropriate. This calculation will vary as
necessary to reflect IRWD's different service areas and service classes.

Public Hearing

Any customers or property owners within the IRWD service area may file a written protest for the proposed rate increases with IRWD by
sending a letter to IRWD, P.0. Box 5149, Irvine, CA 92616. A valid protest letter must include your name, the address at which you receive
service from IRWD, a statement of protest and your original signature. Protest letters received by June 22 will be tabulated and presented to
the Board of Directors at a public hearing regarding the rate increase to be held on June 22, 2015 at 5 p.m. in the IRWD Board Room, 15600
Sand Canyon Ave., Irvine, CA. Any customers or property owners may appear at the hearing to make comments regarding the proposed rates.
Letters not mailed to meet the June 22 deadline, may be delivered in person at the hearing, and must be received prior to the conclusion of the
June 22 public hearing.

Additional Information

For more information on IRWD's water efficiency programs, rebates and tips on how you can conserve, visit www.irwd.com. If you have any
additional questions, please contact IRWD Customer Service at (949) 453-5300.
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Irvine Ranch Rate Area — Landscape

Irvine Ranch Water District Notice of Proposed Water and Sewer Rate Change

Background

Irvine Ranch Water District (IRWD) is a government agency that provides water and sewer services based on the actual cost of operation and

maintenance. Each year, the IRWD Board of Directors adopts an annual operating budget that goes into effect on July 1. Part of that process
is setting water and sewer rates. One of IRWD’s critical business objectives is to keep costs, and therefore rates, as low as possible for all our
customers. When compared with other agencies providing similar services in Orange County, IRWD’s rates are consistently among the lowest
in the county.

On April 1, 2015 the Governor issued an Executive Order to direct the State Water Resources Control Board (SWRCB) to impose restrictions to
achieve an aggregate statewide 25% reduction in potable urban water use. The Executive Order stipulates a statewide 25% reduction in water
use as compared to 2013. The SWRCB has proposed draft regulations which place IRWD at a 16% required reduction and IRWD has
incorporated this into its rates below.

Rate Structure Changes Proposed

On July 1, 2015, IRWD is proposing to make several changes to the rates and charges on your bill. The first step of a water commodity charge
increase and other proposed changes to the rates and charges, allocations and tiers will become effective for all bills sent starting on July 1,
2015.

Proposed Commodity Rates

Commodity charges are based on the volume of water used. For Fiscal Year (FY) 2015-16, IRWD is proposing a two-step commodity rate
increase. As shown in the table of proposed rates, the rates are proposed to increase for the Low Volume, Base rate, and wasteful tiers. A
second step increase is proposed for the Inefficient and Wasteful tiers, to be applied if customer demands for water in these tiers exceed the
SWRCB required reductions as it requires IRWD to pay penalties to the State for not achieving its targeted reduction.

FY 2015-16 Proposed Potable Non-Agricultural
First and Second Rate Steps for Potable Water — Landscape Commodity Rates

Non Agricultural Landscape: : 014 015-16
Increases are proposed for the Low Volume and Base rates. The Low Volume  §0.88perccf  $1.11 percef*

Low Volume rate will increase by $0.23 which is the cost of the Base Rate $1.34 per ccf $1.62 per ccf
District's lowest cost source of water. The Base rate will increase by | Inefficient $3.91 perccf  $3.92 per cof A
$0.28 per ccf and this is the melded cost of all remaining sources. $9.30 per ccf (step 2)

An increase is proposed for the Inefficient and wasteful tiers if Excessive $6.22percet _NA

budgeted targets are not met. An increase of $5.38 per ccf (one Wasteful $12.60 per cct g:ggg p::: gg (step 2)"*
hundred cubic feet of water, or 748 gallons) to tlhe Inefficient rate is [ Low Volume rate reflects the lowest cc;st spource of w:ter’and
proposed to occur October 1, 2015. The $5.38 increase would rewards those customers using the least amount of water, thereby
change the Inefficient and Wasteful tiers from $3.92 to $9.30 per ccf, | reducing the need for IRWD to purchase more expensive supplies.
and from $14.53 to $19.92, respectively. The potential step A cct equals one hundred cubic feet and is the standard billing
increase would occur October 1, 2015, or later, but only if unit. One ccf = 748 gallons of water.

** This increase will only occur if demands for water exceed
budget, and the District incurs penalties levied by the State or
other related costs.

necessary.

FY 2015-16 Proposed Non-potable and Recycled
Non-Agricultural Landscape Commodity Rates
FY 2014-15 FY 2015-16

Rate Increase for Non-potable and Recycled Water
— Non Agricultural Landscape:

Increases are proposed for the Low Volume and Base rates. The
Low Volume rate will increase by $0.29 which is the recycled

LowVolume  $0.79perccf  $1.08 per ccf*
Base Rate $1.19 per ccf $1.37 per ccf

systems lowest cost source of water. The Base rate will increase by inefficient $2.56 per cof $1.52 por oof
$0.18 per ccf. For FY 2016-16 the Inefficient and Wasteful tiers are [, cassive $5:17 per cef NA
decreasing. Wasteful $11.47 perccf  $5.79 per ccf

DR AFT A ccf equals one hundred cubic feet and is the standard billing unit.

One ccf = 748 gallons of water.
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Agricultural Commodity Rates

' FY 2015-16 Agricultural Potable Water Commodity Rates

FY 2014-15 FY 2015-16
Base Rate $ 1.62 $ 1.96
FY 2015-16 Proposed Agricultural Non-Potable Water Commodity Rates
_ Non-Potable Al L $ 1.50
SAC Water $ 1.66 $ 1.72

* A ccf equals one hundred cubic feet and is the standard billing unit. One ccf = 748 gallons of water.

Why are these Changes Necessary?
The main reasons for the change are due to uncontrollable cost increases from:

Significantly higher operating and maintenance expenses associated with higher pass through expenses from other agencies and
additional facilities coming on line (28%)

Significantly higher electricity costs for pumping and treating water (5% increase);

Charges from the Metropolitan Water District of Southern California (MWD) for imported water purchases through our regional
wholesaler the Municipal Water District of Orange County (MWDOC), the most expensive source of water supply (2% increase); and
Charges from the Orange County Water District (OCWD) for pumping local groundwater (10% increase).

Allocation-Based Conservation Rate Structure
Since 1991, IRWD customer bills have been calculated using an allocation-based conservation rate structure that uses property-specific water
allocations and tiered pricing to provide customers with an economic incentive to encourage efficient water use.

Each customer receives a basic allocation of water that allows for a reasonable amount of water for the customer’s needs.

Water bills are calculated based upon how much water is used and whether customers stay within their allocation.

If a customer uses more water than their allocation, the water used that month is billed at increasingly higher tiers based on the cost of
service.

Costs associated with IRWD having to purchase additional imported water (the most expensive type of water for IRWD), urban runoff
programs, water banking and water conservation programs are allocated to the tiers based on their proportional use.

As a result of the allocation-based rate structure, IRWD is regarded as a statewide leader in water efficiency.

Proposed Changes to Potable Water Landscape Allocations

Allocations are based on the amount of water your plants need to stay healthy (referred to as evapotranspiration or ET).

Grass is typically the highest water-using plant in a landscape. Previously, IRWD's outdoor water use allocation formula was based
on the relative amount of water needed for warm-season turf and an irrigation efficiency of 0.71, resulting in an ET Adjustment Factor
(ETAF) of 0.91. In an effort to encourage stronger conservation due to the fourth straight year of drought and in order to meet the
state mandated water reductions, IRWD is proposing to change its outdoor allocations and I provide for sufficient water to meet the
demands of drought tolerant landscaping irrigated with drip or an irrigation system of similar efficiency, resulting in an ETAF
of 0.6.

Customers with functional turf, such as a sport field, which cannot be served with recycled water may contact IRWD to request a
variance. If at IRWD’s discretion a variance is granted, the allocation will be based on warm-season turf and an ETAF of 0.91.

Your allocation will change with the weather throughout the year. When the weather is hotter or windier, your allocation goes up
automatically. When it's cooler or rains, your allocation decreases automatically. Your altocation is printed on your monthly bill.

Recycled Water Landscape Allocations

Allocations are based on the amount of water your plants need to stay healthy (referred to as evapotranspiration or ET).

Turf grass is typically the highest water-using plant in a landscape. Since the state mandated reductions do not apply to recycled
water, IRWD's outdoor water use allocation formula for recycled water remains unchanged and is based on the relative amount of
water needed for warm-season turf and an irrigation efficiency of 0.71, resulting in an ET Adjustment Factor (ETAF) of 0.91.

Your allocation will change with the weather throughout the year. When the weather is hotter or windier, your allocation goes up
automatically. When it's cooler or rains, your allocation decreases automatically. Your allocation is printed on your monthly bil.
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Proposed Changes to Billing Tiers for Potable Water
For FY 2015-16, IRWD is also proposing the following changes to the tiers:

e The proposed tiers are reduced from 5 to 4. This permits a better pricing signal for each tier, based on the cost to provide service to
each tier. The proposed changes of the percentage of allocation in the Wasteful tier will increase the cost for any water usage that
falls within those tiers as a result of the change to the basic allocation and tier adjustments.

o Water usage in each tier is determined as a percentage of

allocation. Customers with reasonable use should be able Potable Water Proposed Changes in Inefficient,
to stay within 100% of allocation. Changes between the Excessive and Wasteful Tiers
Low Volume and Base rate are due to the reduction in i FY 2014-15 FY 2015-16
allocation for outdoor use. Usage greater than 100% of Low Volume  0-40% 0-60%
allocation is not considered reasonable use, and would fall . R ATIND s
into the Inefficient and Wasteful tiers. Bascf e al '10.Of oli00 /:

e The proposed allocation for the Low Volume tier is based Inefticient 101-130% __101-160%
on native plants, the Base tier is based on drought tolerant Excessive 131-161 NA
plants, the Inefficient tier is based on warm season turf Ve :
and the Wasteful tier is for usage exceeding the water Wasteful 161+ 161+
requirements of warm season turf.

The percentage of allocation in th