Cabazon Water District

April 18,2017 FAC Meeting Agenda

Cabazon Water District
14618 Broadway Street « P.O. Box 297
Cabazon, California 92230
FINANCE & AUDIT COMMITTEE MEETING
AGENDA

Meeting Location:
Cabazon Water District Office

14618 Broadway Street
Cabazon, California 92230
Meeting Date:
Tuesday, April 18, 2017 - 5:00 PM
CALL TO ORDER,
PLEDGE OF ALLEGIANCE,
ROLL CALL
FINANCE & AUDIT COMMITTEE
1. Discussion: Finance & Audit Committee Report

e Balance Sheet
e Profit and Loss Budget Comparison

2. Finance & Audit Committee District Payables Review and Approval/Signing

PUBLIC COMMENT

Any person may address the Board of Directors at this time on any matter within the subject matter jurisdiction of the
Cabazon Water District; however, any matter that requires action will be referred to staff for investigation and
reported at a subsequent Board of Directors meeting. The Board of Directors is prohibited by law from discussing or
taking immediate action on items during this public comment period. To comment on specific agenda items, please
advise the Board secretary prior to the meeting. Each public comment will be limited to three (3) minutes.
Individuals may not give their time away to another spokesperson. After two (2) minutes, the speaker will be
notified that he/she has one (1) minute remaining. AB 1234 ORAL REPORTS {Gov. Code Sec. 53232.3(d))

ADJOURNMENT

ADA Compliance Issues

In compliance with the Americans with Disabilities Act & Government Code Section §4954.2, if special assistance is needed to
participate in a Board meeting, pleasa contact the Clerk of the Board at (951) 849-4442. Notification of at [east 48 hours prior to
meeting time will assist staff in assuring that reasonable arrangements can be made to provide accessibility at the meeting.

Business (951) 849-4442 « FAX (951) 849-2519
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April 18, 2017 Regular Board Meeting Agenda

Cabazon Water District
14618 Broadway Street « P.O. Box 297
Cabazon, California 92230

REGULAR BOARD MEETING
AGENDA

Meeting Location:
Cabazon Water District Office

14618 Broadway Street
Cabazon, California 92230
Meeting Date:
April 18, 2017 - 6:00 PM
CALL TO ORDER
PLEDGE OF ALLEGIANCE

REMEMBRANCE OF OUR SERVICE MEN AND WOMEN

ROLL CALL

CONSENT CALENDAR

All matters in this category are considered to be consistent with the Board/District goals, District Policies and
Regulations adopted and/or approved by the Board of Directors, and will be enacted in ane motion. There will be no
separate discussion of these items. If discussion is required, items may be remaoved from the consent calendar and
will be considered separately.

1. Approval of:
a. Finance and Audit Committee Meeting Minutes and warrants approved by the committee of March
21, 2017
b. Regular Board Meeting Minutes and warrants of March 21, 2017

2. Warrants - None
3. Awards of Contracts — None

Business {951) 849-4442 » FAX (951) 849-2519




Cabazon Water District
April 18, 2017 Regular Board Meeting Agenda

UPDATES

1. Update: San Gorgonio Pass Regional Water Alliance Update
{by Director Israel)

2. Update: Manager’s Operations Report
(by General Manager Louie}

OLD BUSINESS

1. Discussion: Sustainable Ground Water Update
{(by General Manager Louie & Steve Anderson)

2. Discussion/Action: Adoption of 5-year schedule of water rates and charges, which will go in
effect for services provided on and after April 19, 2017, and will be adjusted
each December 1 thereafter beginning December 1, 2017, and through and
including December 1, 2020.

3. Discussion/Action: Review and Approval of Answering Specialists Contract: District to hire a
third-party phone answering vendor to monitor and handie incoming
emergency line calls during District non-business hours,

NEW BUSINESS

1. Discussion/Action: Adoption of Electronic Communications Policy Post Recent San Jose Case:
Personal accounts and devices used for District business shall now be subject to
Public Record Act (PRA requests).

2. DiscussionfAction: Approval of the Fedak and Brown Engagement Letter to perform the Fiscal Year
(FY) 2016-2017 annual District audit.

PUBLIC COMMENTS

Any person may address the Board of Directors at this time on any matter within the subject matter jurisdiction of the
Cabazon Water Disfrict that is not listed on the agenda; however, any matter that requires action will be referred to
staff for investigation and reported at a subsequent Board of Directors meeting. The Board of Directors is prohibited
by law from discussing or taking immediate action on items during this public comment period. To comment on
specific agenda items, please advise the Board secretary prior to the meeting. Each public comment wilt be limited to
three (3) minutes. Individuals may not give their time away to another spokesperson. After two (2) minutes, the
speaker will be notified that he/she has one (1) minute remaining. AB 1234 ORAL REPORTS (Gov. Code Sec.
53232.3(d))

GENERAL MANAGER/IBOARD COMMENTS

1. Future Agenda ltems
The Board Chair or the majority of the Board may direct staff to investigate and report back to an

individual(s} and the Board on mafters suggested or direct the General Manager/Board Secretary to
place the matter on a future Board meeting.

e Suggested agenda items from the Public.

Business (951) 849-4442 « FAX (951) 849-2519
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April 18, 2017 Regular Board Meeting Agenda

» Suggested agenda items from Management.
s Suggested agenda items from Board Members.

2. Management Comments

Staff members may speak on items of information not requiring comment or discussion to the Board
and public. Topics which may be included on a future meeting agenda may be presented but cannot
be discussed. {3 minutes)

3. Board Member Comments

Board members may speak on items of information not requiring comment or discussion to the
Board and public. (3 minutes)

MISCELLANEQUS

1. Future Board Items/Next Board Meeting Date(s)

a. Finance & Audit Workshop - Tuesday ~ May 16, 2017, 5:00 pm
b. Regular Board Meeting — Tuesday - May 16, 2017, 6:00 pm
¢. Personnel Committee — None
d. San Gorgonio Pass Regional Water Alliance — Alliance Meeting - Wednesday — April 26, 2017 -
5:00 PM to 7:00 PM
ADJOURNMENT

ADA Compliance lssues

In compliance with the Americans with Disabilities Act & Governiment Code Section 54954.2, if special assistance is needed to participate in a
Board mesting, please contact the Clerk of the Board af {951) 849-4442. Nofification of af least 48 hours prior fo meeling time will assist staff
in assuring that reasonable arrangements can be made to provide access,

Business (951) 849-4442 « FAX (951) 849-2519




Cabazon Water District

March 21, 2017 FAC Meeting Minutes

Cabazon Water District
14618 Broadway Street » P.O. Box 297
Cabazon, California 92230
FINANCE & AUDIT COMMITTEE MEETING
MINUTES

Meeting Location:
Cabazon Water District Office

14618 Broadway Street
Cabazon, California 92230
Meeting Date:
Tuesday, March 21, 2017 - 5:00 PM
CALL TO ORDER,
PLEDGE OF ALLEGIANCE,
ROLL CALL

Director Bui - Present
Director Israel - Present

Calvin Louie (General Manager) - Absent
Elizabeth Lemus, Board Secretary - Present
Cindy Byerrum, Financial Consultant - Absent

*Note: This meeting was recorded by the District - Yes.

FINANCE & AUDIT COMMITTEE

1. Discussion: Finance & Audit Committee Report

s Balance Sheet
¢ Profit and Loss Budget Comparison
Balance Sheet:

» The District's combined cash and LAIF balance is about $530,000. The District's total liabilities are

approximately $1.27 million,

Profit and Loss:

¢ Line 51 Well Maintenance; YTD is over budget due to repairs on Well 2.

» Line 79 Temporary Labor: YTD is over budget due to unexpected fees related to the rate study.

Business (951) 849-4442 « FAX (951) 848-2519
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Cabazon Water District
March 21, 2017 FAC Meeting Minutes

o Line 81 Accounting (Monthly Contract): YTD is at 95% due to services rendered for audit prep, rate
study work, 5-year budget, and CPA transition.

As of February 28t the fiscal year to date net loss is 87.5K which at least is less the loss that is budgeted.
2. Finance & Audit Committee District Payables Review and Approval/Signing

PUBLIC COMMENT

Any person may address the Board of Directors at this time on any matter within the subject matter jurisdiction of the

Cabazon Water District; however, any matter that requires action will be referred to staff for investigation and

reported at a subsequent Board of Directors meeting. The Board of Directors is prohibited by faw from discussing or

taking immediate action on items during this public comment period. To comment on specific agenda items, please

advise the Board secretary prior to the meeting. Each public comment will be limited to three (3) minutes.

Individuals may not give their time away to another spokesperson. After two (2) minutes, the speaker will be

notified that he/she has one (1) minute remaining. AB 1234 ORAL REPORTS (Gov. Code Sec. 53232.3(d))

ADJOURNMENT

Motion to adjourn at 17:13 hr. made by Director Israel and 2" by Director Bui.

Meeting adjourned at 17:13 hr. on March 21, 2017

Robert Lynk, Board Chair Elizabeth Lemus, Secretary
Board of Directors Board of Direcfors
Cabazon Water District Cabazon Water District

ADA Compliance Issues
In compliance with the Americans with Disabilities Act & Government Code Section 54954.2, if special assistance is needed fo
participate in a Board meeting, please contact the Clerk of the Board at (951) 849-4442. Notification of at least 48 hours prior to
meeting time will assist staff in assuring that reasonable arrangements can be made to provide accessibility at the meeting.

Business (951) 849-4442 « FAX (951) 849-2519
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March 21, 2017 Regular Board Meeting Minutes

Cabazon Water District
14618 Broadway Street + .0, Box 297
Cabazon, California 92230

REGULAR BOARD MEETING
MINUTES

Meeting Location:
Cabazon Water District Office

14618 Broadway Street
Cabazon, Califernia 92230
Meeting Date:
March 21, 2017 — 6:00 PM
CALL TO ORDER
PLEDGE OF ALLEGIANCE

REMEMBRANCE OF OUR SERVICE MEN AND WOMEN

ROLL CALL

Director Teresa Bui - Present
Director Maxine Israel - Present
Director Sarah Wargo - Present
Director Alan Davis - Present
Director Robert Lynk - Present

Calvin Louie, General Manager - Absent

Elizabeth Lemus, Board Secretary - Present

Cindy Byerrum, Financial Consultant - Absent

Steve Anderson, Best Best & Krieger Law Firm - Absent
Note: This meeting was recorded by the District

CONSENT CALENDAR

All matters in this category are considered to be consistent with the Board/District goals, District Policies and
Regulations adopted and/or approved by the Board of Directors, and will be enacted in one motion. There will be no
separate discussion of these items. If discussion is required, items may be removed from the consent calendar and
will be considered separately.

Business (951) 849-4442 « FAX (951) 849-2519




1.

Approval of:

Cabazon Water District | 2
March 21, 2017 Regular Board Meeting Minutes

a. Finance and Audit Committee Meeting Minutes and warrants approved by the committee of
February 21, 2017
b. Regular Board Meeting Minutes and warrants of February 21, 2017

Motion to approve consent calendar item(s} a.) Finance and Audit Committee Meeting Minutes and warrants
approved by the committee of February 21, 2017 b.) Regular Board Meeting Minutes and warrants of February 21,
2017 made by Director Davis and 2* by Director Wargo.

Director Bui - Aye
Director israel - Aye
Director Wargo - Aye
Director Davis - Aye
Director Lynk - Aye

2. Warranis — None
3. Awards of Contracts — None

UPDATES
1. Update:
2. Update:
OLD BUSINESS
1. Discussion:
NEW BUSINESS
1. Discussion/Action:

San Gorgonio Pass Regional Water Alliance Update
{by Director [srael)

Manager’s Operations Report
(by General Manager Louie)

A hydrant was hit on Maxine St. over the 3/11/17 weekend, and a second
hydrant was hit on Main St. over the 3/17/17 weekend. Both hydrants needed
repairs.

Sustainable Ground Water Update
(by General Manager Louie & Steve Anderson)

Approval of RESOLUTION 2017-01 and a Memorandum of Agreement
(MOA) to form a groundwater sustainability agency for a portion of the San
Gorgonio Pass sub-basin and to coordinate with other groundwater
sustainability agencies.

Business {951) 849-4442 « FAX (951) 849-2519




Cabazon Water District | 3
March 21, 2017 Regular Board Meeting Minutes

Motion to approve RESOLUTION 2017-01, and to also approve an MOA, both to form a groundwater
sustainability agency for a portion of the San Gorgonio Pass sub-basin and to coordinate with other
groundwater sustainability agencies made by Director Israel and 2 by Director Bui.

Director Bui - Aye
Director Israel - Aye
Director Wargo - Aye
Director Davis - Aye
Director Lynk - Aye

2. DiscussionfAction: Review and Approval of Answering Specialists Contract: District to hire a
third-party phone answering vendor to monitor and handle incoming
emergency line calls during District non-business hours.

Motion to table this item until the April 2017 Regular Board Meeting made by Director Lynk and 2™ by
Director Bui.

*Note: No roll call vote was made, but it was an unanimous decision by the Board to table this item in order
to obtain additional information.

PUBLIC COMMENTS

Any person may address the Board of Directors at this time on any matter within the subject matter jurisdiction of the
Cabazon Water District that is not listed on the agenda; however, any matter that requires action will be referred to
staff for investigation and reported at a subsequent Board of Directors meeting. The Board of Directors is prohibited
by law from discussing or taking immediate action on items during this public comment period. To comment on
specific agenda items, please advise the Board secretary prior to the meeting. Each public comment will be limited to
three (3) minutes. Individuals may not give their time away to another spokesperson. After two (2) minutes, the
speaker will be notified that he/she has one (1) minute remaining. AB 1234 ORAL REPORTS (Gov. Code Sec.
53232.3(d))

GENERAL MANAGER/BOARD COMMENTS

1. Future Agenda Items

The Board Chair or the majority of the Board may direct staff to investigate and report back to an
individual(s) and the Board on matters suggested or direct the General Manager/Board Secretary to
place the matter on a future Board meeting.

. Suggested agenda items from the Public.
¢ Suggested agenda items from Management.
e Suggested agenda items from Board Members.

2. Management Comments
Staff members may speak on items of information not requiring comment or discussion to the Board

and public. Topics which may be included on a future meeting agenda may be presented but cannot
be discussed. (3 minutes)

Business (951) 849-4442 « FAX (951) 849-2519




Cabazon Water District
March 21, 2017 Regular Board Meeting Minutes

3. Board Member Comments

Board members may speak on items of information not requiring comment or discussion to the
Board and public. {3 minutes)

MISCELLANEQUS

1. Future Board ltems/Next Board Meeting Date(s)

a. Finance & Audit Workshop - Tuesday — April 18, 2017, 5:00 pm
b. Regular Board Meeting — Tuesday - April 18, 2017, 6:00 pm
¢. Personnel Committee — None
d. San Gorgonio Pass Regional Water Alliance — Alliance Meeting - Wednesday — March 22, 2017 -
5:00 PM to 7:00 PM
ADJOURNMENT

Motion to adjourn at 18:55 hr. made by Director Wargo and 2% by Director Davis.

*Note: No roll call vote was made, but there were no objections voiced by either Board or public to adjourn
the meeting.

Meeting adjourned at 18:55 hr. on Tuesday, March 21, 2017

Robert Lynk, Board Chair Elizabeth Lemus, Secretary
Board of Directors Board of Directors
Cabazon Water District Cabazon Water District

ADA Compliance Issuies

In compliance with the Americans with Disabilities Act & Government Code Section 54954.2, If special assistance Is needed fo participate in a
Board meeting, please contact the Clerk of the Board at (951) §49-4442. Notification of af least 48 hours prior fo meeting time will assist staff
in assuring that reasonable arrangements can be made to provide access.

Business (951) 849-4442 « FAX (951) 849-2519




Cabazon Water District
Balance Sheet
As of March 31, 2017

Mar 31, 17
ASSETS
Current Assets
Checking/Savings
11020 - General Bank Account-Chase 34,072
11030 - Payroll Bank Account-Chase 64,465
11040 - Trust Account- Chase - Cus Dep 16,281
11050 - Local Petty Cash 100
Total Checking/Savings 114,918
Accounts Receivable
12021 - Accounts Rec - Special Invoices 8,564
Total Accounts Receivable 8,564
Other Current Assets
12000 - Accounts Receivable
12011 - Accounts Receivable - Co 1 73,613
12012 - Accounts Receivable - Co 2 40,284
12013 - Unbilled UB AR 64,725
12014 - Allow for Doubtful Accts Co 1 {17,643)
12015 - Allow for Doubtful Accts Co 2 {10,993)
12023 + Taxes Receivable 688
12024 - Taxes Receivable - Stand By 12,518
12025 - Miscellaneous Receivable 692
Total 12000 - Accounts Receivable 163,885
13010 - LAIF
13011 - LAIF 352,121
13012 - LAIF Annual Market Adjustment 268
Total 13010 « LAIF 352,389
13020 » Bank of NY Trustee Accounts
13021 - Reserve Fund - DWR-HS 528 48,692
13022 - Repayment Fund DWR-HS 525 28,447
Total 13020 - Bank of NY Trustee Accounts 77,139
13040 - Prepaid Expenses 9,608
13060 - Inventory Total 87,079
Total Other Current Assets 690,100
Total Current Assets 813,582
Fixed Assets
14200 - Construction in Process
14204 - CIP Cabazon Outlets Expansion 9,692
14209 - CIP Super Map 9,455
14210 : CIP 50100 Main St. Property 69,918
Total 14200 - Construction in Process 89,066
14310 - Tools and Equipment 118,016
14320 - Source of Supply
14321 - Source of Supply- DHPO Intercon 709,905
14320 - Source of Supply - Other 800,818
Total 14320 - Source of Supply 1,510,723
14330 - Transmission & Distribution 7,853,270
14340 - Buildings & Structures 12,281
14350 - Water Treatment 8,800
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Cabazon Water District
Balance Sheet
As of March 31, 2017

14360 - Office Furniture and Equipment
14370 - Intangible Plant
14380 - Vehicles
14400 - Land
14500 - Accumulated Depreciation
Total Fixed Assets
TOTAL ASSETS
LIABILITIES & EQUITY
Liabilities
Current Liabilities
Accounts Payable
21100 - *Accounts Payahle
Total Accounts Payable
Other Current Liabilities
21210 + Misc Short Term Liability
21300 - Customer Deposits
21330 - Customer Deposits - Co 1
21340 - Customer Deposits - Co 2
Total 21300 - Customer Deposits
21420 - Accrued Vacation Pay
21440 - DWR-HS Payable - Current
21450 - Current Portion Zion's Bank Ln
21460 ' Accrued Payroll
21470 + Accrued Payroll Taxes
21480 « Accrued Interest
21490 - Accrued Expenses
21510 - Employee Deductions
24000 - Payroll Liabilities
Total Other Current Liabilities
Total Current Liabilities
Long Term Liabilities
22000 - DWR-H Loan Payable (Payoff '26)
22100 - Zion's Bank Long Term (2023)
22200 + RCEDA Loan Payable
Total Long Term Liabilities
Total Liabilities
Equity
31010 - Net Investment in Capital Asset
31020 - Restricted for Debt Service
31030 - Unrestricted Net Assets
31041 + Reserved for Almond Vault Refur
31030 - Unrestricted Net Assets - Other
Total 31030 - Unrestricted Net Assets
32000 - Retained Earnings
32001 - Prior Period Adjustment
Net Income
Total Equity
TOTAL LIABILITIES & EQUITY

Mar 31, 17

63,188
11,032
106,309
409,331
(4,709,037)

5,472,978

6,286,559

{5,863)

{5,863)
75

3,900
5,074

8,974
18,345
36,184
75,062

4,827

359

3,527

(170)
{69)
80

147,194

141,331

337,174
454,027
300,000

1,091,201

1,232,533

4,091,921
233,447

50,000
921,430

971,430
12,062

(127,546)

(127,287)

5,054,027

6,286,559
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Cabazon Water District

Operating Income
Base Rate - Water Bills
Fire Sales - Water Bills
Fire Flow Income
Meter Install and Removal
Penalty Fees - Water Bills
Lien Reinstatement Fees
New Account Fees - Water Bills
Incident Fee - Water Bills
Returned Check Fees
Basic Facilities Fee
Stand By Fees - Tax Revenue
Total Operating Income:
Non-Operating iIncome
Property Taxes
Cell Tower Lease Income
Misc, Non-Operating Income
Interest Income
Total Non-Operating Income
Total Income

Expense
Payroli
Directors Fees
Management & Cust. Service:
Customer Accounts
Admin Assistant
Business Admin Manager
Office Assistant
General Manager
Total Mgmt. & Cust. Service:
Meter Reader
Field Workers
Total Payroll
Employee Benefits Expense
Workers Comp.
Employee Health Care
Pension
Total Employee Benefits Expense
Payroll Taxes
Total Payroll - All Expenses:

Profit & Loss

March 2017

Feb-17 YTD Budget YTD 67%
70,090 757,855 997,600 76%
180 1,920 3,100 62%
- - 150 0%
- - 80 0%
2,455 27,105 40,000 63%
- - 1,020 0%
100 1,140 1,420 80%
- - 140 0%
30 330 550 60%
- 8,020 8,020 100%
- 89,345 113,600 79%
72,855 885,716 1,165,680 76%
41 27,979 60,700 46%
3,934 19,668 23,100 85%
- 30 - 0%
308 5,212 8,850 59%
4,242 24,909 31,950 78%
77,137 938,603 1,258,330 75%
900 10,300 18,900 54%
3,575 33,5832 39,800 84%
- 24,937 46,900 53%
4,050 12,150 24,600 49%
673 4,742 7,600 62%
6,280 72,865 95,100 77%
14,578 148,276 214,000 69%
- 5,306 24,300 22%
5,222 37,791 104,400 36%
19,801 191,373 342,700 56%
- 11,057 19,900 56%
4,398 33,033 73,600 45%
3,867 36,447 £9,300 53%
8,265 80,537 162,800 49%
2,023 21,041 33,300 63%
30,988 303,252 557,700 54%




41,
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
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72
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76
77
78
79
80

Cabazon Water District
Profit & Loss

March 2017
Feb-17 YTD Budget YTD 67%
40 Operational Expenses
Facilities, Wells, T&D
Lab Fees 255 4,675 7,800 60%
Site Landscaping & Maint 45 360 1,500 24%
Meters - 3,999 10,000 40%
Generator Service Contractor 1,685 2,033 3,500 58%
Median Landscape & Maint - - 3,000 0%
Utilities - Wells 6,180 80,736 107,900 75%
SCADA 26 3,142 4,800 65%
Line R&M Contractor - 23,958 80,000 30%
Line R&M Materials 1,905 12,153 38,300 32%
Weil Maintenance 6,594 30,690 21,000 146%
Security 2,206 18,521 19,980 93%
Engineering Services 3,000 41,409 80,900 51%
Chlorinators - 2,503 2,000 125%
Facilities, Wells, T&D - Other - 16,270 30,000 54%
Total Facilities, Wells, T&D 21,896 240,448 410,680 59%
Utilities - Office
Electricity 1,302 10,729 13,900 78%
Gas 74 547 520 105%
Telephone 744 6,845 9,800 70%
Trash Pickup & Office Cleaning 355 3,192 4,300 74%
Total Utilities - Office 2,474 21,373 28,520 75%
Office Expenses
Water Billing System 2,304 15,559 11,500 135%
Supplies & Equipment 1,046 6,068 9,540 64%
Copier and Supplies 1,180 4,667 7,900 59%
Dues & Subscriptions - 24 1,700 5%
Postage - 6,230 12,600 49%
Printing & Publications 361 4,106 6,000 68%
Leases & Rents 82 247 340 73%
Computer Services 3,594 28,173 34,000 83%
Office Radio - - 1,500 0%
Office Storage 500 4,500 6,100 74%
Air Conditioning Servicing 361 3,249 4,300 76%
Fire Alarm System Servicing - 432 600 72%
Office Expenses - Other 90 1,093 1,000 109%
Total Office Expenses 9,518 74,408 97,080 77%
Support Services
Temporary Labor 8,135 23,564 2,000 1178%
Financial Audit - 12,000 21,700 55%
Accounting 1,201 29,739 30,000 99%

81




Cabazon Water District
Profit & Loss

March 2017
Feb-17 YTD Budget YTD 67%

82 Legal Services 8,006 56,706 130,300 44%
83 Bank Service Charges 36 769 1,700 45%
84 Payroll Service 269 2,813 5,000 56%
85 General Liability [nsurance 1,946 17,243 21,500 80%
86 Total Support Services 19,594 142,834 212,200 67%
87 Training/Travel 859 4,932 12,000 41%
88 Other Fees/SWRCB - 3,256 16,180 20%
89 Service Tools & Equipment

90 Shop Supplies and Small Tools 501 8,452 6,000 141%
91 Vehicle Fuel 1,427 7,578 15,000 51%
92 Employee Uniforms - 1,216 2,000 61%
93 Safety - 3,815 5,000 76%
94 Tractor Expenses - 3,879 6,900 56%
95 Backhoe Fuel - - 1,000 0%
96 Equipment Rental - 708 1,200 59%
97 Service Trucks - R&M 583 9,194 14,100 65%
98 Water Ops Phone & Internet 24 534 2,200 24%
99 Communications - 2,288 3,000 76%
100 Service Tools & Equip. - Other - - 1,100 0%
101 Total Service Tools & Equipment 2,595 37,665 57,500 66%
102 Non-Operating Expenses

103 Grant & Loan Processing Fee - 1,325 2,000 66%
104 DWR Interest on Loans - 6,899 13,500 51%
105 DHPO Interest Expense 6,587 13,642 12,707 107%
106 Bad Debt Expense - - 1,200 0%
107 Miscellaneous 88 4,667 8,000 58%
108 Website Support 110 990 2,820 35%
109 DHPO Capacity Fees - 10,500 - 0%
110 Total Non-Operating Expenses 6,785 38,023 40,227 95%
111 Depreciation Expense 22,189 199,701 286,800 70%
112 Total Expense 116,899 1,065,891 1,718,887 62%

113 Net Income (39,762.01) (127,287.06) (460,557.00) 28%




Electronic Communications Policy
Page 1 of 7

ELECTRONIC COMMUNICATIONS POLICY
POST SAN JOSE

Background and Purpose

The Cabazon Water District Board of Directors as the legislative body of the Cabazon
Water District hereby adopts the following policy regarding the conduct of the Cabazon Water
District business via electronic communications by District Council/Board members,
commissioners and employees, Specifically, this policy is adopted in light of the City of San
Jose case, which held that a city employee’s communications related to the conduct of public
business do not cease to be public records under the California Public Records Act, simply
because they were sent or received using a personal account or personal device.

Existing and emerging electronic communications technologies have become an integral
part of the ability of District officials and staff members to efficiently and effectively conduct
District business. Such technology has the potential to enhance communications with the public
and provide a higher level of service to the citizens of the District. However, with such
technology in the work environment, the District must ensure it continues to meet its legal
obligations with respect to transparency in the conduct of the people’s business, including in the
area of public records disclosure and retention requirements. To that end, the following protocol
will be followed.

Definitions
For purposes of this policy, the following definitions apply:

“District” means the “Cabazon Water District”, and includes all of the District’s affiliated
entities, including, without limitation, the Housing Authority, the Successor District, and the Fire
Protection District.

“District official” shall mean any elected official, commissioner or employee of the
District,

“District business” shall be construed broadly to mean information relating to the conduct
of the public’s business or communications concerning matters within the subject matter of the
District’s jurisdiction, including, but not limited to, pending or potential District projects, past or
prospective District agenda items, or District budgets or expenditures involving District funds.
Resolution of the question will involve an examination of several factors, including: (a) the
content itself} (b) the context in, or purpose for which, it was written; {(c) the audience to whom it
was directed; (d) the purpose of the communication; and (¢) whether the writing was prepared by
an District official acting or purporting to act within the scope of his or her employment.

“Electronic communications” includes any and all electronic transmission, and every
other means of recording upon any tangible thing in any form of communication or
representation, including letters, words, pictures, sounds, or symbols, or combinations thereof,
and any record thereby created, regardless of the manner in which the record has been stored.
Without limiting the nature of the foregoing, “electronic communications™ include e-mails, texts,

|
s
a
§
1
§
i



Electronic Communications Policy
Page 2 of 7

voicemails, and also include communications on or within commercial applications (apps) such
as Facebook Messenger, Twitter, WhatsApp, etc.

“Electronic messaging account” means any account that creates, sends, receives or stores
electronic communications.

Policy/Protocols

1.

2.

All District officials shall be assigned an District electronic messaging account.

District accounts shall be used to conduct District business. District officials shall not
use personal accounts for the creation, transmission or storage of electronic
communications regarding District business.

All District officials shall, within 15 days following the adoption of this policy,
search all private, nongovernmental electronic messaging accounts to which they
have user access and locate any electronic communications that might constitute a
“public record”, because it involved “District business”, as set forth above. All such
communications shall be forwarded to the District official’s District-provided
account. To the extent the District official believes that any part of such
communications contain personal matter not related to the conduct of the public’s
business, the District official shall provide a declaration, as set forth in paragraphs 10
and 11, below,

The District account, along with the attendant access to the District’s account server,
are solely for the District and District official’s use to conduct District business and
shall not be used for personal business or political activities. Incidental use of
District electronic messaging accounts for personal use by District officials is
permissible, though not encouraged.

If an District official receives an electronic message regarding District business on
his/her non-District electronic messaging account, or circumstances require such
person to conduct District business on a non-District account, the District official
shall either: (a) copy (“cc”) any communication from an District official’s personal
electronic messaging account to his/her District electronic messaging account; or (b)
forward the associated electronic communication to his/her District account no later
than 10 days after the original creation or transmission of the electronic
communication.

District officials shall endeavor to ask persons sending electronic communications
regarding District business to a personal account to instead utilize the District
official’s account, and likewise shall endeavor to ask a person sending an electronic
communication regarding non-District business to use the District official’s personal
or non-District electronic messaging account.

District officials understand they have no expectation of privacy in the content of any
electronic communication sent or received on an District account or communication
utilizing District servers., District provided electronic devices, including devices for
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which the District pays a stipend or reimburses the District official, are subject to
District review and disclosure of electronic communications regarding District
business. District officials understand that electronic communications regarding
District business that are created, sent, received or stored on an electronic messaging
account, may be subject to the Public Records Act, even if created, sent, received, or
stored on a personal account or personal device.

In the event a Public Records Act request is received by the District seeking
electronic communications of Disirict officials, the District Clerk’s office shall
promptly transmit the request to the applicable District official(s) whose electronic
communications are sought. The District Clerk shall communicate the scope of the
information requested to the applicable District official, and an estimate of the time
within which the District Clerk intends to provide any responsive electronic
communications to the requesting party.

It shall be the duty of each District official receiving such a request from the District
Clerk to promptly conduct a good faith and diligent search of his/her personal
clectronic messaging accounts and devices for responsive electronic communications.
The District official shall then promptly transmit any responsive electronic
communications to the District Clerk. Such transmission shall be provided in
sufficient time to enable the District Clerk to adequately review and provide the
disclosable electronic communications to the requesting party.

In the event an District official does not possess, or cannot with reasonable diligence
recover, responsive electronic communications from the District official’s electronic
messaging account, the District official shall so notify the District Clerk, by way of a
written declaration, signed under penalty of perjury. In addition, an District official
who withholds any electronic communication identified as potentially responsive
must submit a declaration under penalty of perjury with facts sufficient to show the
information is “personal business” and not “public business” under the Public
Records Act, The form of the declaration is attached hereto as Attachment A.

It shall be the duty of the District Clerk, in consultation with the District’s Legal
Counsel, to determine whether a particular electronic communication, or any portion
of that electronic communication, is exempt from disclosure. To that end, the
responding District official shall provide the District Clerk with all responsive
electronic communications, and, if in doubt, shall err on the side of caution and
should “over produce™. If an electronic communication involved both public business
and a personal communication, the responding District official may redact the
personal communication portion of the electronic communication prior to
transmitting the electronic communication to the District Clerk. The responding
District official shall provide facts sufficient to show that the information is “personal
business” and not “public business” by declaration. In the event a question arises as
to whether or not a particular communication, or any portion of it, is a public record
or purely a personal communication, the District official should consult with the
District Clerk or the District’s Legal Counsel. The responding District official shall
be required to sign a declaration, in a form acceptable to the District’s Legal Counsel
attesting under penalty of perjury, that a good faith and diligent search was conducted
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and that any electronic communication, or portion thereof, not provided in response to
the Public Records Act request is not District business.

District provided AB 1234 (ethics) training should include a discussion of the impacts
of the City of San Jose case and this policy. Such training should include information
on how to distinguish between public records and personal records. District officials
who receive AB 1234 training from other providers should actively solicit training
from the alternative provider on the impacts of the City of San Jose case.

District officials understand that electrotiic communications regarding District
business are subject to the District’s records retention policy, even if those electronic
communications are or were created, sent, received or stored on an District official’s
personal electronic messaging account. It is a felony offense to destroy, alter or
falsify a “public record”. As such, unless the District official has cc’d/transmitted
electronic communications in accordance with paragraph 5 above, that District
official must retain all electronic communications regarding District business, in
accordance with the District’s adopted records retention policy, regardless of whether
such electronic communication is originally sent or received on a personal electronic
messaging account.

Failure of an District official to abide by this policy, following its adoption, may
result in one or more of the following:

e Disciplinary action, up to and including termination (for employees);
e Removal from office (for commissioners);
¢ Censure (for commissioners or elected officials);

e Revocation of electronic device privileges (inciuding revocation of stipend or
reimbursement);

o Judicial enforcement against the District official directly, by the requesting
party; and

e If this policy is adopted by way of ordinance, such penalty as is provided for
violation of District ordinance.

This policy does not waive any exemption to disclosure that may apply under the
California Public Records Act.
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ATTACHMENT A

DECLARATION

[attached on following page]
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Electronic Communications Policy
Page 6 of 7

California Public Records Act Request Declaration of:

Pursuant to Gov. Code § 6250 ef seq.

Re:

Print or type name of official

Insert shorthand name of record request, including
request number, if applicable

Requester:

Regarding Search of Personal Electronic
Messaging Account

Print or type name of requester

STATE OF CALIFORNIA

COUNTY OF RIVERSIDE

CABAZON WATER DISTRICT

L declare:

Print name

L. I received notice of a California Public Records Act (“CPRA™) request regarding a search
of my personal electronic messaging account(s).

2. T understand that the CPRA request seeks:

Insert text of CPRA request.

3. I am the owner or authorized user of the following personal electronic messaging account
and have the authority to certify the records:

Insert description of personal electronic messaging account(s).

4, I have made a good faith, diligent, thorough, and complete search of the above mentioned
personal electronic messaging account(s) for all electronic communications potentially
responsive to the above mentioned CPRA request.

5. Any responsive electronic communications discovered, and referenced below, were
prepared or used by me in the ordinary course of business at or near the time of the act,
condition or event.

6. Any responsive electronic communications discovered, and referenced below, are true

copies of all records described in the above mentioned CPRA request.
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Check the applicable box:

0
O

I certify that I do not possess responsive electronic communications.

I certify that I cannot reasonably recover responsive electronic communications,

Explain efforts to retrieve responsive elecironic communications and why you were unable to recover
responsive electronic communications.

I certify that I discovered potentially responsive electronic communications from my
personal electronic messaging account, but I am withholding that information because the
information is “personal” business. This is for the following reasons:

Describe with sufficient facts why the contested information is personal business and not subject to the
CPRA. Attach additional pages, if necessary.

I certify that I discovered potentially responsive electronic communications from my
personal electronic messaging account. I am providing all responsive information.
However, some information is nonresponsive and I am withholding that information,
because the information is personal business. This is for the following reasons:

Describe with sufficient facts why the contested information is personal business and not subject to the
CPRA. Attach additional pages, if necessary.

I declare under penalty of perjury under the laws of the State of California that the
foregoing is true and correct and that [ have personal knowledge of the facts set forth
above.

Executed this __ day of 20 ,in , California.

By:

Print Name:




Fedak & B!'OWH LLP Cypress Office:

op . 6081 Orange Avenue
Certified Public Accountants Cypress, Gallfornia 90630

(657) 214-2307
FAX (714) 527-9154

3 Riverside Office:
Charles Z. Fedak, CPA, MBA 4204 Riverwalk Pkwy. Ste. 380
Christopher J. Brown, CPA, CGMA Riverside, California 92505
Jonathan P. Abadesce, CPA {(951) 977-9888

UNDERSTANDING OF THE ENGAGEMENT

March 13, 2017

Board of Directors
Cabazon Water District
14618 Broadway Street
Cabazon, California 92230

Dear Mr, Calvin Louie, General Manager:

We are pleased to confirm our understanding of the services we are to provide the Cabazon Water District
(District) for the year ended June 30, 2017. We will audit the financial statements of the business-type
activities, including the related notes to the financial statements, which collectively comprise the basic
financial statements of the District as of and for the year ended June 30, 2017. Accounting standards
generally accepted in the United States of America provide for certain required supplementary
information (RSI), such as management’s discussion and analysis (MD&A), to supplement the District’s
basic financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. As part of our engagement, we will apply certain limited procedures to the District’s
RSI in accordance with auditing standards generally accepted in the United States of America. These
limited procedures will consist of inquiries of management regarding the methods of preparing the
information and comparing the information for consistency with management’s responses to our inquiries,
the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements, We will not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance. The following RSI is required by generally accepted accounting principles and will be
subjected to certain limited procedures, but will not be audited:

1) Management’s Discussion and Analysis

The following other information accompanying the financial statements will not be subjected to the
auditing procedures applied in our audit of the financial statements, and our auditor’s report will not
provide an opinion or any assurance on that other information.

1) Letter of Transmittal

Member of : American Instifute of Certified Public Accountants « California Sociely of Certified Public Accountants
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Audit Objectives

The objective of our audit is the expression of opinions as to whether your financial statements are fairly
presented, in all material respects, in conformity with U.S. generally accepted accounting principles. Our
audit will be conducted in accordance with auditing standards generally accepted in the United States of
America and the standards for financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States, and will include tests of the accounting records of the District
and other procedures we consider necessary to enable us to express such opinions. We will issue a written
report upon completion of our audit of the District’s financial statements. Our report will be addressed to
Board of Directors of the District. We cannot provide assurance that unmodified opinions will be
expressed. Circumstances may arise in which it is necessary for us to modify our opinions or add
emphasis-of-matter or other-matter paragraphs. If our opinions on the financial statements are other than
unmodified, we will discuss the reasons with you in advance, If circumstances occur related to the
condition of your records, the availability of sufficient, appropriate audit evidence, or the existence of a
significant risk of material misstatement of the financial statements caused by error, fraudulent financial
reporting, or misappropriation of assets, which in our professional judgment prevent us from completing
the audit or forming an opinion on the financial statements, we retain the right to take any course of action
permitted by professional standards, including declining to express an opinion or issue a report, or
withdrawing from the engagement.

We will also provide a report (that does not include an opinion) on internal control related to the financial
statements and compliance with the provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a material effect on the financial statements as required by
Government Auditing Standards. The report on internal control and on compliance and other matters will
include a paragraph that states (1) that the purpose of the report is solely to describe the scope of testing
of internal control and compliance, and the results of that testing, and not to provide an opinion on the
effectiveness of the entity’s internal control on compliance, and (2) that the report is an integral part of an
audit performed in accordance with Govermment Auditing Standards in considering the entity’s internal
control and compliance. The paragraph will also state that the report is not suitable for any other purpose.
If during our audit we become aware that the District is subject to an audit requirement that is not
encompassed in the terms of this engagement, we will communicate to management and those charged
with governance that an audit in accordance with U.S. generally accepted auditing standards and the
standards for financial audits contained in Government Auditing Standards may not satisfy the relevant
legal, regulatory, or contractual requirements.

Audit Procedures - General

Government Auditing Standards require that we communicate, during the planning stage of an audit,
certain information to officials of the audited entity, and certain other parties. That information follows:

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements; therefore, our audit will involve judgment about the number of transactions to be
examined and the areas to be tested. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements. We will plan and perform the audit to
obtain reasonable rather than absolute assurance about whether the financial statements are free of
material misstaterment, whether from (1) errors, (2) fraudulent financial reporting, (3) misappropriation of
assets, or (4) violations of laws or governmental regulations that are attributable to the government or to
acts by management or employees acting on behalf of the government. Because the determination of
abuse is subjective, Governument Auditing Standards do not expect auditors to provide reasonable
assurance of detecting abuse.,

Fedak & Brown LLP * Certified Public Accountants
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Audit Procedures - General, continued

Because of the inherent limitations of an audit, combined with the inherent limitations of internal control,
and because we will not perform a detailed examination of all transactions, there is a risk that material
misstatements may exist and not be detected by us, even though the andit is properly planned and
performed in accordance with U.S. generally accepted auditing standards and Government Auditing
Standards. Tn addition, an audit is not designed to detect immaterial misstatements or violations of laws
or governmental regulations that do not have a direct and material effect on the financial statements.
However, we will inform the appropriate level of management of any material errors, any fraudulent
financial reporting, or misappropriation of assets that come to our attention. We will also inform the
appropriate level of management of any violations of laws or governmental regulations that come to our
attention, unless clearly inconsequential, and of any material abuse that comes fo our attention, Our
responsibility as auditors is fimited to the period covered by our audit and does not extend to later periods
for which we are not engaged as auditors.

Our procedures will include tests of documentary evidence supporting the transactions recorded in the
accounts, and may include tests of the physical existence of inventories, and direct confirmation of
receivables and certain other assets and labilities by correspondence with selected individuals, funding
sources, creditors, and financial institutions. We will request written representations from your attorneys
as part of the engagement, and they may bill you for responding to this inquiry. At the conclusion of our
audit, we will require certain written representations from you about your responsibilities for the financial
statements; compliance with laws, regulations, contracts, and grant agreements; and other responsibilities
required by generally accepted auditing standards.

Audit Procedures - Internal Control

Our audit will include obtaining an understanding of the government and its environment, including
internal control, sufficient to assess the risks of material misstatement of the financial statements and to
design the nature, timing, and extent of further audit procedures. Tests of controls may be performed to
test the effectiveness of certain controls that we consider relevant to preventing and detecting errors and
fraund that are material to the financial statements and to preventing and detecting misstatements resulting
from illegal acts and other noncompliance matters that have a direct and material effect on the financial
statements. Our tests, if performed, will be less in scope than would be necessary to render an opinion on
internal control and, accordingly, no opinion will be expressed in our report on internal control issued
pursuant to Govermment Auditing Standards.

An audit is not designed to provide assurance on internal control or to identify significant deficiencies or
material weaknesses. However, during the audit, we will communicate to management and those charged
with governance internal control related matters that are required to be communicated under AICPA
professional standards and Government Auditing Standards.

Audit Procedures - Compliance

As part of obtaining reasonable assurance about whether the financial statements are free of material
misstatement, we will perform tests of the District’s compliance with the provisions of applicable laws,
regulations, contracts, agreements, and grants. However, the objective of our audit will not be to provide
an opinion on overall compliance and we will not express such an opinion in our report on compliance
issued pursuant to Government Auditing Standards.

Fedak & Brown LLP » Certified Public Accountants
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Other Services

We will also assist in preparing the financial staterments and related notes of the District in conformity
with U.S. generally accepted accounting principles based on information provided by you. We will also
assist in preparing the District’s Annual Financial Transactions Report in conformity with the State
Controller’s Minimum Audit Requirements for California Special Districts. These nonaudit services do
not constitute an audit under Government Auditing Standards and such services will not be conducted in
accordance with Government Auditing Standards. We will perform the services in accordance with
applicable professional standards, The other services are limited to the financial statement services
previously defined. We, in our sole professional judgment, reserve the right to refuse to perform any
procedure or take any action that could be construed as assuming management responsibilities,

Management Responsibilities

Management is responsible for establishing and maintaining effective internal controls, including
evaluating and monitoring ongoing activities, to help ensure that appropriate goals and objectives are met;
following Jaws and regulations; and ensuring that management and financial information is reliable and
properly reported. Management is also responsible for implementing systems designed to achieve
compliance with applicable laws, regulations, contracts, and grant agreements. You are also responsible
for the selection and application of accounting principles, for the preparation and fair presentation of the
financial statements and all accompanying information in conformity with U.S. generally accepted
accounting principles, and for compliance with applicable laws and regulations and the provisions of
contracts and grant agresments,

Management is also responsible for making all financial records and related information available to us
and for the accuracy and completeness of that information, You are also responsible for providing us with
(1) access to all information of which you are aware that is relevant to the preparation and fair
presentation of the financial statements, (2) additional information that we may request for the purpose of
the audit, and (3) unrestricted access to persons within the government from whom we determine it
necessary to obtain audit evidence.

Your responsibilities include adjusting the financial statements to correct material misstatements and for
confirming to us in the written representation letter that the effects of any uncorrected misstatements
aggregated by us during the current engagement and pertaining to the latest period presented are
immaterial, both individually and in the aggregate, to the financial statements taken as a whole,

You are responsible for the design and implementation of programs and controls to prevent and detect
frand, and for informing us about all known or suspected fraud affecting the government involving (1)
management, (2) employecs who have significant roles in internal control, and (3) others where the fraud
could have a material effect on the financial statements. Your responsibilities include informing us of
your knowledge of any allegations of fraud or suspected fraud affecting the government received in
communications from employees, former employees, grantors, regulators, or others. In addition, you are
responsible for identifying and ensuring that the government complies with applicable laws, regulations,
contracts, agreements, and grants and for taking timely and appropriate steps to remedy fraud and
noncompliance with provisions of laws, regulations, contracts or grant agreements, or abuse that we
report.

Management is responsible for establishing and maintaining a process for tracking the status of audit
findings and recommendations. Management is also responsible for identifying and providing report
copies of previous financial audits, attestation engagements, performance audits or other studies related to
the objectives discussed in the Audit Objectives section of this letter. This responsibility includes relaying
to us corrective actions taken to address significant findings and recommendations resulting from those
audits, attestation engagements, performance audits, or other studies.

Fedak & Brown LLP « Certified Public Accountants
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Management Responsibilities, continued

You are also tesponsible for providing management’s views on our current findings, conclusions, and
recommendations, as well as your planned corrective actions, for the report, and for the timing and format
for providing that information.

You agree to assume all management responsibilities relating to the financial statements and related notes
and any other nonaudit services we provide. You will be required to acknowledge in the management
representation letter our assistance with preparation of the financial statements and related notes and that
you have reviewed and approved the financial statements and related notes prior to their issuance and
have accepted responsibility for them, Further, you agree to oversee the nonaudit services by designating
an individual, preferably from senior management, with suitable skill, knowledge, or experience; evaluate
the adequacy and results of those services; and accept responsibility for them.

With regard to using the auditor’s report, you understand that you must obtain our prior written consent to
reproduce or use our report in bond offering official statements or other documents,

With regard to the electronic dissemination of audited financial statements, including financial statements
published electronically on your website, you understand that electronic sites are a means to distribute
information and, therefore, we are not required to read the information contained in these sites or to
consider the consistency of other information in the electronic site with the original document.

Engagement Administration, Fees, and Other

We may from time to time, and depending on the circumstances, use third-party service providers in
serving your account. We may share confidential information about you with these service providers, but
remain committed to maintaining the confidentiality and security of your information. Accordingly, we
maintain internal policies, procedures, and safeguards to protect the confidentiality of your personal
information. In addition, we will secure confidentiality agreements with all service providers to maintain
the confidentiality of your information and we will take reasonable precautions to determine that they
have appropriate procedures in place to prevent the unauthorized release of your confidential information
to others. In the event that we are unable to secure an appropriate confidentiality agreement, you will be
asked to provide your consent prior to the sharing of your confidential information with the third-party
service provider. Furthermore, we will remain responsible for the work provided by any such third-party
service providers,

We will schedule the engagement based in part on deadlines, working conditions, and the availability of
your key personnel. We will plan the engagement based on the assumption that your personnel will
cooperate and provide assistance by performing tasks such as preparing requested schedules, retrieving
supporting documents, and prepating confirmations. If for whatever reason your personnel are
unavailable to provide the necessary assistance in a timely manner, it may substantially increase the work
we have to do to complete the engagement within the established deadlines, resulting in an increase over
our original fee estimate.

We will provide copies of our reports to the District; however, management is responsible for distribution
of the reports and the financial statements. Unless restricted by law or regulation, or containing privileged
and confidential information, copies of our reports are to be made available for public inspection.

The audit documentation for this engagement is the property of Fedak & Brown LLP and constitutes
confidential information. However, subject to applicable laws and regulations, audit documentation and
appropriate individuals will be made available upon request and in a timely manner to various
government agencies or its designee, a federal agency providing direct or indirect funding, or the U.S,
Government Accountability Office for purposes of a quality review of the andit, to resolve audit findings,
or to carry out oversight responsibilities.

Fedak & Brown LLLP * Certified Public Accountants
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Engagement Administration, Fees, and Other, continued

We will notify you of any such request. If requested, access to such audit documentation will be provided
under the supervision of Fedak & Brown LLP personnel. Furthermore, upon request, we may provide
copies of selected audit documentation to the aforementioned parties. These parties may intend, or decide,
to distribute the copies or information contained therein to others, including other governmental agencies.

The audit documentation for this engagement will be retained for a minimum of seven years under
California State Law after the report release date. If we are aware that a federal awarding agency or
auditee is contesting an audit finding, we will contact the party(ies) contesting the audit finding for
guidance prior to destroying the audit documentation.

We expect to begin our audit on approximately May 2017 and to issue our reports no later than December
2017. Christopher Brown is the engagement partner and is responsible for supervising the engagement
and signing the reports or authorizing another individual to sign them.

Our fee for these services will be at our standard hourly rates plus out-of-pocket costs (such as report
reproduction, word processing, postage, travel, copies, telephone, etc.) except that we agree that our gross
fee, including expenses, will not exceed $15,300 (with out-of-pocket expenses not exceeding $610 and
preparation of the State Controller’s Report for $500). Our standard hourly rates vary according to the
degree of responsibility involved and the experience level of the personnel assigned to your audit. Our
invoices for these fees will be rendered each month as work progresses and are payable on presentation.
In accordance with our firm policies, work may be suspended if your account becomes 30 days or more
overdue and may not be resumed until your account is paid in full. If we elect to terminate our services
for nonpayment, our engagement will be deemed to have been completed upon written notification of
termination, even if we have not completed our report. You will be obligated to compensate us for all
time expended and to reimburse us for all out-of-pocket costs through the date of termination. The above
fee is based on anticipated cooperation from your personnel and the assumption that unexpected
circumstances will not be encountered during the audit. If significant additional time is necessatry, we will
discuss it with you and arrive at a new fee estimate before we incur the additional costs.

Our audit engagement ends on delivery of our audit report. Any follow-up services that might be required
will be a separate, new engagement. The terms of and conditions of that new engagement will be
governed by a new, specific engagement letter for that service.

The District may request that we perform additional services not addressed in this engagement letter, If
this occurs, we will communicate with the District regarding the scope of the additional services and the
estimated fees. We also may issue a separate engagement letter covering the additional services, In the
absence of any other written communication from us documenting such additional services, our services
will continue to be governed by the terms of this engagement letter.

We appreciate the opportunity to be of service to the District and believe this letter accurately summarizes
the significant terms of our engagement. If you have any questions, please let us know. If you agree with
the terms of our engagement as described in this letter, please sign the enclosed copy and return it to us.

Fedak & Brown LLP ¢ Cerified Public Accountants
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Very truly yours,

Fekale ?f DBroron LLP

Fedak & Brown LLP

RESPONSE:
This letter correctly sets forth the understanding of Cabazon Water District.

By:

Title:

Date:

Fedak & Brown LLP -« Certified Public Accountants
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NOTICE OF PUBLIC HEARING AND WORKSHOP ON PROPOSED
ADJUSTMENTS AND INCREASES TO
CABAZON WATER DISTRICT WATER SERVICE CHARGES

The Cabazon Water District invites the public to attend a public hearing to be held on Tuesday, April 18,
2017, at 6:00 p.m., to consider the adoption of a 5-year schedule of water rates. The public hearing will be
held at the District offices located at 14618 Broadway Street, Cabazon, CA 92230. The purpose of the
public hearing is to consider all oral testimony and written protests to, and the adoption of, the proposed
rates. If adopted, the new water rates will go into effect for services provided on and after April 19, 2017,
and will be adjusted each December 1 thereafter beginning December 1, 2017, and through and including,
December 1, 2020,

REASONS FOR THE RATE ADJUSTMENTS AND INCREASES

The District is committed to providing the highest quality water at the lowest possible rates for our
customers. To meet this commitment, over the last five years the District has worked to manage operations
and maintenance costs and avoid water rate increases. Despite these efforts, there are costs that continue to
increase that cannot be avoided. The District engaged NBS consultants (NBS) to perform an independent
water rate study and evaluate the infrastructure, programs, and operations and maintenance costs of the
District’s water services and the rates necessary to recover the costs of those services for the next five years.
A cost of service and rate study demonstrates what it costs the District to provide water service and the
appropriate rates to fairly and appropriately allocate the costs of providing water to our customers. The
cost of providing water includes not only the water the District pumps, but the infrastructure that treats and
delivers the water to ensure that there is safe and reliable water to meet the demands of all of our water
customers twenty-four hours a day, seven days a week.

Based on NBS’s evaluation, it has been determined that rate adjustments and increases are necessary for
the District’s water service charges to enable the District to:

recover current and long-term projected costs of operating and maintaining the water system;

s fund capital infrastructure improvements needed to repair and update the District’s aging watet
system,

s maintain the operational and financial stability of the water utility;

o comply with State mandated drinking and groundwater water regulatory requirements; and

e avoid operational deficits and depletion of reserves.

PROPOSED RATES AND HOW THE RATES ARE CALCULATED

The proposed rates are calculated to recover the costs of providing water services and to proportionately
allocate those costs on a parcel basis among the District’s customers. The proposed water rate structure has
two customer classes—Single Family Residential (SFR), Non-Single Family Residential (Non-SFR). The
District also provides water to one customer pursuant to a contract. The proposed rate structure has three
components—a Service Charge, a Volume Charge, and a Fire Service Charge. The proposed rates ate
described in more detail below.




The proposed Service Charge is a fixed monthly charge calculated to recover a portion of the District’s
fixed costs, such as meter reading, billings and collections. The proposed rates for the Service Charge are
established on the basis of the size of the meter (in inches) serving a property to recover the incremental
costs of sizing facilities to sufficiently deliver water to properties served by larger meters. The Volume
Charge is a variable charge imposed per unit of delivered water, with one unit equal to one hundred cubic
feet (TICF), or 748 gallons, and is calculated to recover a portion of the District’s fixed costs and its variable
costs of providing water service. The Fire Service Charge is imposed on Single Family Residential, Non-
Single Family Residential, or Commercial customers who are required as a condition of extending or
initiating water service to install a private fire suppression system on their property, or where the customer
or property owner has requested the delivery of water to the property for the purpose of fire service
protection. The Fire Service Charge recovers that District’s fixed costs of operating and maintaining
infrastructure for private fire service.

For Single Family Residential customers the current rate structure for the Volume Charge has four tiers
which impose higher rates as the level of consumption increases. Under the proposed rates, for Single
Family Residential customers the Volume Charge will consist of three tiers. The tiers are designed to
recover the incremental costs to the District of serving more water to those who place higher demands and
greater burdens on the District’s water system and resources. These costs include, for example, sizing,
operating and maintaining water pipes, reservoirs, pump stations and other related facilities to meet this
additional demand. Due to the varying consumption needs among Non-Single Family Residential
customers and the contract customer, and the relatively small number of these customers, the Volume
Charge is a uniform rate per HCF of water delivered during a billing period.

The amount of the Service Charge and the Fire Service Charge imposed is the same each month. The
amount of the Volume Charge imposed varies each month depending on the number of units of water each
customer uses during the billing period. The current rates and the proposed maximum rates and effective
dates for the Service Charges, Fire Service Charges, and Volume Charges are set forth in the tables below.

CURRENT AND PROPOSED RATES FOR MONTHLY FIXED SERVICE CHARGE

{($/METER SIZE)
Current Proposed Rates and Effective Dates
Meter Size Rates 4/19/2017 12/1/2017 12/1/2018 12/1/2019 12/1/2020
5/8 inch $44.16 $51.15 $58.82 $61.77 $64.85 $68.10
3/4 inch $59.47 $73.79 $84.86 $89.10 $93.56 $98.24
1 inch $88.26 $119.07 $136.93 $143.78 $150.97 $158.51
1.5 inch $188.97 $232.27 $267.11 $280.46 $294.48 $309.21
2 inch $286.61 $368.10 $423.32 $444.48 $466.71 $490.04
3inch $384.25 $730.33 $839.88 $881.88 $925.97 $972.27
4 inch $536.82 | $1,137.84 $1,308.52 | $1,373.94 | §$1,442.64 $1,514.77
6 inch $718.63 | $2,269.81 $2,610.28 | $2,740.80 | $2,877.84 $3,021.73
Contract $1,458.60 | $1,677.39 $1,929.00 | $2,025.45 | $2,126.72 $2,233.06
CURRENT AND PROPOSED RATES FOR MONTHLY FIXED FIRE SERVICE CHARGE
($/METER SIZE)
Current Proposed Rates and Effective Dates
Meter Size Rates 4/19/2017 12/1/2017 12/1/2018 12/1/2019 12/1/2020
4 inch $60.00 $46.23 $53.16 $55.82 $58.61 $61.54
6 inch $90.00 $98.11 $112.83 $118.47 $124.40 $130.62




CURRENT AND PROPOSED RATES FOR MONTHLY COMMODITY CHARGE ($/HCF)

Current Proposed Rates and Effective Dates
Customer Class Rates | 4/19/2017 | 12/1/2017 | 12/1/2018 | 12/1/2019 | 12/1/2020
Non-SFR - $2.23 $2.56 $2.69 $2.82 $2.96
Contract Customer $2.50 $2.88 $3.31 $3.47 $3.65 $3.83
SFR
Current Tiers Proposed Tiers
Tier 1: 0-5 HCT Tier 1: 0-7 HCF $0.00 $1.15 $1.32 $1.39 $1.46 $1.53
Tier 2: 6-25 HCF Tier 2: 8-14 HCF $2.21 $2.51 $2.89 $3.04 $3.19 $3.35
Tier 3: 26-50 HCF ! Tier 3: 14+ HCF $4.36 $3.84 $4.42 $4.64 $4.87 $5.12
Tier 4: 50+ HCF — $5.05 — — - —_ -

PUBLIC HEARING AND PROTESTS

Any record owner of a parcel upon which the water service charges are proposed to be imposed and any
tenant directly liable for the payment of water service charges (i.e., a customer of record who is not a
property owner) may submit a written protest to the proposed rate adjustments and increases to the District’s
water service charges; however, only one protest will be counted per identified parcel. Any written protest
must: (1) state that the identified propetty owner or tenant is opposed to the proposed water rate adjustments
and increases; (2) provide the location of the identified parcel (by street address, assessor’s parcel numbet,
or customer account number); and (3) include the name and signature of the property owner or tenant
submitting the protest. Written protests may be submitted to the Clerk of the Board by mail or in person at
14618 Broadway Street, PO Box 297, Cabazon, CA 92230, or at the public hearing (date, time, and location
noted above). All written protests must be received prior to the close of the public comment portion of the
public hearing, Any protest submitted via e-mail or other electronic means will not be accepted as a valid
written protest. Please indicate on the outside of any envelope mailed to the District Attn: Rate Hearing,

The Board of Directors will accept and consider all written protests and will hear and consider all oral
comments to the proposed rate adjustments and increases at the public hearing. Oral comments at the public
hearing will not qualify as formal protests unless accompanied by a written protest. Upon the conclusion of
the public hearing, the Board of Directors will consider adoption of the proposed rate increases as described
in this notice. If written protests against the proposed rates are not presented by a majority of the property
owners or tenants of the identified parcels subject to the proposed rate increases, the Board of Directors
will be authorized to adopt the rate increases.




‘Temecula - Corporate Headquarters
32605 Temecula Parkway;
Temegula, CA92502 -
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Section 1. PURPOSE AND OVERVIEW OF THE STUDY

A. Purpose

Cabazon Water District {District, CWD) retained NBS to conduct a comprehensive water rate study for a
number of reasons, including meeting revenue requirements, providing greater revenue stability in water
rates, and complying with certain legal requirements (such as California Constitution articie XIll D, section 6,
which is commonly referred to as Proposition 218 [Prop 218]). The rates resulting from this study were
developed in a manner that is consistent with industry standard cost of service principles. In addition to
documenting the rate study methodology, this report is provided with the intent of assisting the District to
maintain transparent communications with its residents and businesses.

In developing new water rates, NBS worked cooperatively with District staff and the District’s Board of
Directors {Board) in selecting appropriate rate alternatives. Based on input from District staff and the Board,
the proposed water rates are summatrized in this report,

B. Overview of the Study

Comprehensive rate studies such as this one typically include the following three components, as outlined
in Figure 1:

1. Preparation of a Financial Plan, which identifies the net revenue requirements for the utility.

2. Cost of Service Analysis, which determines the cost of providing water service to each customer
class.

3. Rate Design Analysis, which evaluates different rate desigh alternatives.

Figure 1. Primary Components of a Rate Study

Compares current sources and Proportionately altocates the Censiders what rate structure will
uses of funds and determines the revenue requirements to the best meet the District’s need to
revenue needed from rates and customer classes in compliance collect rate revenue from each
projects rate adjustments. with industry standards and State customer class.

Law,

These steps are intended to follow industry standards and reflect the fundamentai principles of cost-of-
service rate making embodied in the American Water Works Association (AWWA) Principles of Water Rates,
Fees, and Chargess, also referred to as the M1 Manual. They also address requirements under Proposition
218 that rates not exceed the cost of providing the service, and that they be proportionate to the cost of

1 Principles of Water Rates, Fees, and Charges, Manual of Water Supply Practices, M1, AWWA, seventh edition, 2017.
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providing service for all customers. In terms of the chronology of the study, these three steps represent the
order they were performed in this Study. Detailed tables and figures documenting the development of the
proposed rates are provided in the Appendix.

FINANCIAL PLAN

As a part of this rate study, NBS projected revenues and expenditures on a cash flow basis for the next
twenty years. The amount of rate revenue required, that will allow reserves to be maintained at the
approved levels, is known as the net revenue requirement. As current rate revenue falls short of the net
revenue requirement, rate adjustments -- or more accurately, adjustments in the total revenue collected from
water rates - are recommended. This report presents an overview of the methodologies, assumptions, and
data used, along with the financial plans and proposed rates developed in this studya.

RATE DESIGN ANALYSIS

Rate Design is typically the stage in the study where NBS, staff and the Board must work most closely
together, to develop rate alternatives that will meet the District’s objectives. It is important for the water
utility to send proper price signals to its customers about the actual cost of their water usage. This objective
is typically addressed through both the magnitude of the rates, and the rate structure design. in other
words, both the amount of revenue collected, and the way in which the revenue is collected from
customers are important.

Several criteria are typically considered in setting rates and developing sound rate structures. The
fundamentals of this process have been documented in a number of rate-setting manuals, such as the
AWWA Manual M1. The foundation for evaluating rate structures is generally credited to James C.
Bonbright in the Principles of Public Utility Ratess which outlines pricing policies, theories, and economic
concepts along with various rate designs. The following is a simplified list of the attributes of a sound
structure:

e Rates should be easy to understand from the customer’s perspective.

e Rates should be easy to administer from the utility’s perspective.

e Rates should promote the efficient allocation of the resource,

e Rates should be equitable and non-discriminating (that is, cost based).

s There should be continuity in the ratemaking philosophy over time,

e Rates should address other utility policies {for example, encouraging conservation & economic
development).

o Rates should provide month-to-month and year-to-year revenue stability.

The following are the basic rate design criteria that were considered in this study:

Rate Structure Basics ~The vast majority of rate structures contain a fixed or minimum charge in
combination with a volumetric charge. The revenue requirements for each customer class are collected
from both fixed monthly meter charges and variable commodity charges. Based on direction from the

2 The complete financial plan Is sef forth in the Appendix,
3 James C. Bonbright; Albert L, Danielsen and David R. Kamerschen, Principles of Public Utility Rates, (Arlington, VA: Public Utilities
Report, Inc., Second Edition, 1988), p. 383-384.,
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Board, the rates proposed in this report are designed to collect 70 percent of rate revenue from the fixed
meter charge and 30 percent from the variable commodity chargea.

Fixed Charges — Fixed charges can be called base charges, minimum monthly charges, customer charges,
fixed meter charges, etc. Fixed charges for water utilities typically increase by meter size.

Volumetric (Consumption-Based) Charges — In contrast to fixed charges, variable costs such as purchased
water, the cost of electricity used in pumping water, and the cost of chemicals for treatment tend to change
with the quantity of water produced. For a water utility, variable charges are generally based on metered
consumption and charged on a dollar-per-unit cost (for example, per 100 cubic feet, or hcf).

Uniform (Single-Tier) Water Rates — There are significant variations in the basic philosophy of variable
charge rate structure alternatives. Under a uniform (single tier) rate structure, the cost per unit does not
change with consumption, and provides a simple and straightforward approach from the perspective of
customers regarding their understanding of the rates, and for the utility’s administration and billing of the
rates.

Multi-Tiered Water Rates — In contrast to a uniform tier, an inclining block rate structure attempts to send a
price signal to customers that their consumption costs more as more water is consumed, and is generally
considered to be a more conservation-oriented rate structure. Tiered water rates are encouraged by state
law and regulatory mandates, but are also intended to represent the higher costs for customers that
contribute more to peak summertime usage and place greater demands on the system. The types of higher
costs reflected, for example, in the highest tier of the rate structure may include:

o Conservation program costs: intended to encourage customers to eliminate inefficient and wasteful
water use, and otherwise reduce consumption during peak periods.

s Replacement Water costs: when consumption exceeds the amount of the District’s allocated water
rights, the agency incurs additional costs for replacement water in order to meet that increased
demand. That replacement water comes at a higher cost. .

e Energy costs: during summer months, the District may pay more in electric charges to pump), treat
and deliver water, and have a higher percentage of its energy bill in higher electricity “tiers”,

e Higher maintenance costs: peak periods tend o have higher numbers of service calls, capacity
costs, and system maintenance issues when the water system is running at peak demand.

REGULATORY ISSUES

Drought and Water Conservation - On January 17, 2014, Governor Jerry Brown declared a State of
Emergency throughout California due to severe drought conditions. On April 1, 2015, the Governor issued
Executive Order B-29-15 mandating statewide water conservation of 25 percent. The specific conservation
mandate for each community in California varied from 4 to 36 percent. Due to its size, the District was
exempt from a State mandate; however, the District continues to ask customers for voluntarily
conservation.

4 The California Urban Water Conservation Council recommends recovering at least 70 percent of rate revenue through volume-
based rates. However, water utifities are allowed to develop their awn allocations that accurately reflect their actual cost allocations.
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While the level of conservation the District is achieving is good from a supply standpoint, it places financial
pressure on the utility. Consumption has an impact on both revenue and expenses. For this analysis,
October 2015 through September 2016 consumption is used as the base consumption, and is assumed to be
the “new normal,” with approximately 194,990 hundred cubic feet (hcf) or 448 AF of water consumed. No
increase in consumption is assumed over the five-year rate period.

Future Considerations - The District is in the beginning process of forming a Groundwater Sustainability
Agency {GSA)s with other local water Districts and Agencies. Once formed, this Agency will act to ensure
that the basin from which the District relies upon for all of its water, remains healthy. The impacts of this
are unknown at this point; however, the District should review how this would affect the long-term financial
plan, to ensure any financial obligations resulting from this will be met in the future,

5 As required via Sustainable Groundwater Management Act.
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Section 2. WATER RATE STUDY

A. Key Water Rate Study Issues
The District's water rate analysis was undertaken with a few specific objectives, including:

e Avoiding operational deficits and further depletion of reserves,

e Improving revenue stability.

e Generating additional revenue needed to meet projected funding requirements.
o Continuing to encourage water conservation with a tiered rate structure,

NBS developed various water rate alternatives as requested by District staff and the Board over the course
of this Study. All rate structure alternatives relied on industry standards and cost-of-service principles. The
rate alternative that will be implemented, is ultimately the decision of the Board. The fixed and volume-
hased charges were calculated based on the net revenue requirements, number of customer accounts,
water consumption, and other District-provided information.

B. Financial Plan

It Is important for municipal utilities to maintain reasonable reserves in order to handle emergencies, fund
working capital, maintain a good credit rating, and generally follow sound financial management practices.
Rate adjustments are governed by the need to meet operating and capital costs, maintain adequate debt
coverage, and build reasonable reserve funds, The current state of the District, with regard to these
objectives, is as follows:

s Meeting Net Revenue Requirements: For FY 2016/17 through FY 2020/21, the projected net
revenue requirement {that is, total annual expenses plus debt service and rate-funded capital costs,
less non-rate revenues) for the District is approximately $1.2 million, annually. If no rate
adjustments are implemented, the District is projected to average a $260,000 deficit each year.

¢ Building and Maintaining Reserve Funds: Reserve funds provide a basis for a utility to cope with
fiscal emergencies such as revenue shortfalls, asset failure, and natural disasters, among other
events. Reserve policies provide guidelines for sound financial management, with an overall long-
range perspective to maintain financial solvency and mitigate financial risks associated with revenue
instability, volatile capital costs, and emergencies. The District plans to accumulate approximately
$900,000 in reserves by the end of FY 2020/21. The reserve funds for the Utility are considered
unrestricted reserves and consist of the following:

s The Operating Reserve should equal approximately 180 days of operating expenses
{(approximately $695,000 for FY 2020/21). An Operating Reserve is intended to promote
financial viability in the event of any short-term fluctuation in revenues and/or
expenditures. Fluctuations in revenue can be caused by weather patterns, the natural
inflow and outflow of cash during billing cycles, natural variability in demand-based revenue
streams {such as volumetric charges), and — particularly in periods of economic distress —
changes or trends in age of receivables.

> The Capital Rehabilitation and Replacement Reserve should equal 6 percent of net capital
assets (approximately $316,000 by the end of for FY 2020/21), which is set aside to address
long-term capitat system replacement and rehabilitation needs.
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e Funding Capital Improvement Projects: The District must also be able to fund necessary capital
improvements in order to maintain current service levels, District staff has identified roughly
$300,000 in expected capital expenditures for FY 2016/17 through 2020/21. With the
recommended rate adjustments, these expenditures can be accomplished without draining existing
reserves,

e Inflation and Growth Projections — Assumptions regarding cost inflation were made in order to
project future revenues and expenses for the study period. The following inflation factors were
used in the analysis:

#  No Customer growth is expected over the 5-year rate period.
= General cost inflation is 2 percent annually.
= Labor cost inflation is 3 percent annually.
= Benefits cost inflation is 6 percent annually.
Energy cost inflation is 5 percent annually.

e Maintaining Adequate Bond Coverage: The District is required by its bond covenants to maintain a
debt service coverage ratio of at least 1.2. The initial rate adjustments, for FY 2016/17 and FY
2017/18, are driven largely by the need for the District to meet this requirement. Rate adjustments
in the following three years will allow the district to exceed this ratio. The benefit of exceeding the
minimum debt coverage ratio is that it strengthens District’s credit rating, which can help lower the
interest rates for debt-funded capital projects in the future,

¢ impact of Annual Rate Adjustment Date: Except for FY 2016/17, the financial plan modelling
assumes that rate adjustments occur on the January bills of each year. This means that only half of
the planned revenue to be collected from the rate adjustment listed for one fiscal year will be
collected in that year, For example, there is a 15 percent adjustment in rate revenue planned for FY
2017/18; meaning, the rates are developed to recover $1.33 million, which is a 15 percent
adjustment over the expected $1.15 million that would be collected without a rate adjustment.
However, because of the timing for when the rates will go into effect, the Financial Plan results in
only $1.24 million in rate revenue for FY 2017/18.

Rate adjustments of 15 percent in FY 2016/17 and 2017/18 and 5 percent in £Y 2018/19 through FY
2020/21, will be needed in order to fully fund all operating expenses, planned capital projects, debt service
obligations and build reserves to the recommended targets by FY 2021/227, Figure 2 summarizes the
sources and uses of funds, net revenue requirements, and the recommended annual percent adjustments in
total rate revenue recommended for the next 5 years for the District.

& The first rate adjustment is scheduled for Aprif 19th, 2017 followed by December 1, 2017 ond euch December 1st thereafter. The
first bill that will reflect the planned change would be the May 2017 bill. Similarly, following the December 1% adjustments, the
first bills showing the increases will be the following January’s.

7 Because of the mid-year adjustment to the rates, the full impact of each year’s adjustment does not affect revenue until the
following year.
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Figure 2. Summary of Water Revenue Requirements

Rate Revenue Under Prevailing Rates $ 1,004,500 & 1,004,500 | $ 1,004,500 | 5 1,004,500 | 5 1,004,500
Additional Revenue from Rate Increases? 25,113 237,313 357,163 425,246 456,733
Non-Rate Revenues 248,780 251,484 254,241 257,054 259,523
Interest Earnings 6,010 1,034 2,117 3,745 6,626
Total Sources of Funds $ 1,284,403 | § 1,494,330 | § 1,618,021 $ 1,690,545 | S 1,767,732
Uses of Water Funds

Operating Expenses $ 1,253,405 | § 1,294,070 | 5 1,324,910 | $ 1,366,680 $ 1,390,760
Debt Service 137,400 137,400 137,401 137,401 137,401
Rate-Funded Capital Expenses 132,000 52,788 79,833 23,220 12,662

$ 1,484,258 | § 1,542,243 | § 1,527,301

T ool s RS 1M

4118 1,285,785 | § 1,266,502 | § 1,274,274

te increases assumes an implementation date of April 18, 2017 and th

en January 1 each year thereafter.

2. Total Use of Funds less non-rate revenues and interest earnings. This is the annual amount needed from water rates.

Figure 3 summarizes the projected reserve fund balances and reserve targets. A summary of the utility’s
proposed 5-year financial plan is included in Tables 1 and 2 of the Appendix. The appendix tables include
revenue requirements, reserve funds, revenue sources, proposed rate adjustments, and the District’s
capital improvement program. As can be seen in Figure 3, given proposed rate adjustments, reserves do not
quite meet the minimum target by the end of the five-year rate period; however, it is expected that the
District will be well poised to achieve the reserve targets in the following year.

Figure 3. Summary of Reserve Funds

Operating Reserve
Ending Batance § 313426 |5 323498}S 39937615 562,620 S 695,380
Recommended Minimum Target 376,022 452,925 529,964 615,006 685,380
Capital Rehabilitation & Replacement Reserve
Ending Balance $ 100,0001$ 100000 |S 100,000 (S 100,000 |5 194,200
Recommended Minimum Target 336,800 332,200 324,500

NBS
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CONTRACT CUSTOMER CHARGES

Additionally, In January of 2012, the District entered into a contract agreement which set the initial rates
and defined the methodology of future rate adjustments for the Desert Hills Premium Outlets (DHPO). As
defined by the terms of the contract, rates can only be adjusted by increasing the current rates (both the
fixed meter charge and usage rate) by the percentage adjustment imposed on residential and commercial
customerss. To account for this restriction, the revenue projected from the contract customer for the next
five years is calculated and netted from the cost of service analysis. This calculation is shown in Figure 4.

Figure 4. Contract Charges and Projected Revenue

Fixed Rate $1,458.60 | $1,677.39 | $1,929.00 | $2,025.45 { $2,126.72 | $2,233.06

Variable Rate $2.50 $2.88 $331 | $347 $3.65 $3.83
*Estimated Consumpiton (hef) || 58,614 | 58,614 | 58,614 7| "58,614 | 58614 | 58614

Estimated Fixed Revenue $ 17,503 | § 20,129 | S 23,148 | § 24,305 | 5 25,521 | $ 26,797
Estimated Vari .5

1. Target rate revenue does not take implementation data of rate adjustment into consideration,
Actual revenue will be lower due to the plan for mid-year adjustments and is accounted for in the Financial Plan.

8 Per Section 5cfi} and (ii). .
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C. Cost of Service Analysis

Once the net revenue requirements are determined, the cost of service analysis proportionately distributes
the revenue requirements to each of the customer classes. The cost of service analysis consists of two major
components: (1) the classification of expenses, and (2) the allocation of costs to customer classes, Costs
were classified corresponding to the function they serve. All costs in the District’s budget are allocated to
each component of the rate structure in proportion to the level of service required by customers. The levels
of service are related to volumes of peak and non-peak demand, infrastructure capacity, and customer
service. These are based on allocation factors, such as water consumption, peaking factors, and number of
accounts by meter size. Ultimately, a cost-of-service analysis is intended to result in rates that are
proporticnal to the cost of providing service to each customer.

CLASSIFICATION OF COSTS

Most costs are not typically allocated 100 percent to fixed or variable categories and, therefore, are
allocated to multiple functions of water service. Costs were classified using the commodity-demand method
which is found in the AWWA M1 Manuals. In accordance with this method, budgeted costs were “classified”
into four categories: commodity, capacity, customer and fire protection. The classification process provides
the basis for allocating costs to various customer classes based on the cost causation (classification)
compenents described below:

s Commodity related costs are those that change as the volume of water produced and delivered
changes. These commonly include the costs of chemicals used in the treatment process, energy
related to pumping for transmission and distribution, and source of supply.

s Capacity related costs are associated with sizing facilities to meet the maximum, or peak demand.
This includes both operating costs and capital infrastructure costs incurred to accommodate peak
system capacity events,

e Customer related costs are associated with having a customer on the water system, such as meter
reading, postage and billing,

o Fire Protection related costs are associated with providing sufficient capacity in the system for fire
meters and other operations and maintenance costs of providing water to properties for private fire
service protection.

The District’s budgeted costs were reviewed and allocated to these cost causation components which are
used as the basis for establishing new water rates and translate to fixed and variable charges. Tables 16
through 19 in the Appendix show how the District’s expenses were classified and allocated to these cost
causation components. Additionally, each cost causation component is considered fixed or variable, as
summarized in Figure 5.

s Principles of Water Rates, Fees, and Charges, Manual of Water Supply Practices, M1, AWWA, seventh edition, 2017, p. 83.
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Figure 5. Cost Classification Summary

Ideally, utilities should recover all of their fixed costs from fixed charges and all of their variable costs from
volumetric charges. When this is the case, fluctuations in water sales revenues would be directly offset by
reductions or increases in variable expenses. When rates are set in this manner, they provide greater
revenue stability for the utility. However, other factors are often considered when designing water rates
such as community values, water conservation goals, ease of understanding, and ease of administration.

Based on the District’s projected costs, the Cost of Service Analysis (COSA) resulted in a distribution that is
approximately 84 percent fixed and 16 percent variable. The District’s current rate structure collects
approximately 62 percent of revenue from fixed charges and 38 percent from variable charges. The Board of
Directors has decided that revenue stability is a priority in this rate setting process, and has selected a rate
structure that will collect 70 percent of revenue from fixed charges and 30 percent from variable rates. This
much closer to the COSA results and will provide more revenue stability for the District. However, a share of
the District's capacity costs, will need to be collecied from the variabie rates. Thus, capacity related costs
(which are normally considered fixed) will be collected from both fixed and variable rates.

Figure 6 summarizes the allocation of the net revenue requirements to each cost causation component. The
projected revenue from the contract customer, as shown in Figure 4, is included Figure 6.

Figure 6. Allocation of Water Revenue Requirements

Variable Casts: :
Commodity - Related Costs

156,810 16.2%

s
Capacity - Related Costs {volumetric share) $ 133,149 13.8%

Subtotal: Volumetric Costs $ 289,959 30.0%
Ted om0 L
Capacity - Related Costs {fixed share) $ 612,893 63.4%
Customer - Retated Cosis S 62,087 6.4%
Fire Protection - Related Costs § 1591 0.2%
5
S

Subtotal: Fixed Costs 676,572 70.0%
Revenue from Contract Custome 188,644
stal ’

Cabazon Water District
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CUSTOMER CLASSES

Customer classes are determined by combining customers with similar demand characteristics, types of use
and, in this case, the constraints of a contract into categories that refiect the cost differentials to serve each
type of customer. This process is limited by the desire to not overcomplicate the District’s rate structure.

For Cabazon Water District, four customer classes were created: single-family residential, non-single family
residentialw, private fire and the contract customeris. All non-SFR customers (excluding the contract
customer) were placed in one customer class because these customers include a wide range of usage
characteristics:

1. They are using more water on average per account,
They generally have higher peaking factors than single-family residential users.

3. Their water usage varies greatly among these customers based on the specific type of customer and
meter size.

4. There are an insufficient number of customers of each specific type to determine general class
characteristics.

The amount of consumption, the peaking factors and the number of meters by size are used in the cost-of-
service analysis to allocate costs to customer classes, and determine the appropriate rate structures for
each. The District’s most recent consumption is surmmarized in Figure 7, peaking factors in Figure 8 and
Figure 9, and number of customers by customer class is shown in Figure 10.

Commodity related costs are costs associated with the total annual consumption of water by customer
class, as shown in Figure 7.

Figure 7. Water Consumption by Customer Class

Single Family Residential 104,796 54%
Contract 58,614 30%
All Other Meters 31,580 16%
Vi Total o 184,800 | T A00%

1. Consumption for October 2015 - September 2016.

Peaking factors for each customer class are shown in Figure 8. A “peaking factor” is the relationship of each
customer class’ average use to peak (generally summer) use.

10 Non-SFR class consists of multi-family, government, commercial and industrial customers.
11 The development of rates for the contract customer is described In Section 2-B of this report.

Cabazon Water District
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Figure 8. Peaking Factors by Customer Class

Single Family Residential ' 11,683]

Contract 4,885 7,253 1.48 32%
All Other Meters 2,632 4,000 1.52 17%

i Total

16,249 22,836] e DY T 100%

Additional capacity factors within the single-family residential class are shown in Figure 9. The “additional
capacity factor” represents the cumulative peak consumption in each tier. No additional capacity factor is
assigned to Tier 1 water use, as this represents a base level of consumption by customers in the lowest tier,
therefore no additional capacity costs would be incurred if all customers stayed within the Tier 1 threshold.

Figure 9. Single-Family Residential Peak Capacity Allocation Factors

55,392

Tier 1
Tier 2 25,489
Tier 3 23,915
" otal T 104,796 | 100

1.Tier 1 break point set to average winter consumption, an estimate ofaverage indoar
water consumption in Cabazon. The Tier 2 break pointis set to 14 hefwhich is average
summer consumption.

2. Consumption data is based on the CWD Oct, 2015-Sept 2016 custorer data.

The number of customers for each customer class (also known as customer allocation factors} is shown in
Figure 10.

Figure 10. Number of Meters by Customer Ciass

Single Family Re5|denal

94.9%
Contract 1 0.1%
Private Fire 2 0.2%
All Other Meters 42 4.8%
- Total ©i) L 382:|:7100.0%

1. Meter Count for April 2016, CWD bills monthiy.

COSTS ALLOCATED TO CUSTOMER CLASSES

Costs are allocated to each customer class based on the customer characteristics of each class in order to
reflect the cost differentials to serve each type of customer. Figure 11 summarizes how the costs for each
cost causation component from Figure 6 are allocated to each customer class,

. Cabazon Water District
‘.\ N BS Water Rate Study 12




Figure 11. Cost Allocation Methodology

d on the hydraulic capacity of

.Al_lgji_ja_ted__ba on the total number of meter

._AE'I()_;iﬁ_nted baééd.:cjzh_'_the hydraulic capac._i_t\:('_:qf_ fire meters - :

1ption by customer class

sAllocated based on peak consumption by customer.class - -

The costs allocated to each causation component are assigned to each customer class using the cost
allocation methodology described in Figure 11. This process is shown in the following sections, in Figure 12
through Figure 16,

Capacity Related Costs

The capacity related costs (fixed share) allocation is summarized in Figure 12. Capacity related costs are
those costs associated with constructing and operating the water system to ensure there is sufficient
capacity in the system to meet the demand of each meter connected. Larger meters have the potential to
use more of the system’s capacity, compared to smaller meters. The potential capacity demanded is
proportional to the maximum safe meter capacity each meter size as established by the AWWA 2. The
meter capacity factors used in this study are shown in the second column of Figure 12.

A “hydraulic capacity factor” {column a in Figure 12} is calculated by dividing the maximum capacity or flow
of large meters by the capacity of the base meter size, which is typically the most common residential meter
size (in this case a 5/8-inch meter). For example, Figure 12 shows the hydraulic capacity of a two-inch meter
is 8 times that of a 5/8-inch meter and therefore, the capacity component of the fixed meter charge is 8
times that of the 5/8 inch meter.

The actual number of meters by size {column b in Figure 12} is muitiplied by the corresponding capacity
ratios to calculate the total number of equivalent meters {column ¢ in Figure 12}. The number of equivalent
meters is used as a proxy for the potential demand that each customer can place on the water system and
the percentage of capacity related costs (fixed share) distributed to each meter size by the Percent of Total
Hydraulic Capacity.

12 Principles of Water Rates, Fees, and Charges, Manual of Water Supply Practices, M1, AWWA, seventh edition, 2017, p. 338.

Cabazon Water District
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Figure 12. Capacity Related Costs (fixed share) Allocation

Standard Meters
5/8inch 20 1.00 816 816 72.3% $ 443,370
3/4inch 30 1.50 23 35 3.1% 18,745
1inch 50 2.50 13 33 2.9% 17,659
1.5inch 100 5.00 4 20 1.8% 10,867
2inch 160 8.00 19 152 13.5% 82,588
3inch 320 16.00 3 48 4.3% 26,081
4inch 500 25.00 1 25 2.2% 13,584

- Total - S g9 1,128 .| °100.0% | $ - 612,893

1. Per the Principles of Water Rates, Feas, and Charges, Manual of Water Supply Practices, M1, AWWA, seventh editicn, 2017, p. 338
Customer Related Costs

The customer related cost allocation is summarized in Figure 13, Customer related costs are comprised of
those costs relating to reading and maintaining meters, customer billing and collection, and other customer
service related costs. The customer service costs do not differ among the various meter sizes, therefore, these
costs are spread equally among all meters. Each customer class is allocated customer related costs based
upon the percentage of total meters that are in that class.

Figure 13. Customer Related Cost Allocation

Standard Meters

5/8inch 816 92.6% S 57,507
3/4inch 23 2.6% 1,621
linch 13 1.5% 916
1.5inch 4 0.5% 282
2inch 19 2.2% 1,339
3inch 3 0.3% 211
4inch 1 0.1% 70
Fire Protection

4inch 1 0.1% 70
6inch 1 0.1% 70
“Total - oo ogea] o 100% | $ 62,087

Cahazon Water District
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Fire Protection Related Costs

The fire protection cost allocation is summarized in Figure 14. Only Fire Protection meters are allocated this
cost component. A direct allocation is made in the functionalization and classification step in the cost of
service analysis to represent their share of system capacity and other related operations and maintenance
costs. This cost is spread over the fire meters using the same methodology as used in Figure 12.

Figure 14. Fire Protection Cost Allocation

Fire Protection Meters Fire Service Type 1 & ]

4inch 700 35.00 1 35.0 30.4% S 484
6inch 1,600 80.00 1 20.0 09.6% S 1,107
i Total R : S T L T T ey 115 100.0% S 1,591 L

Commodity Related Costs

The commodity related cost allocation is summarized in Figure 15. Commodity related costs are those costs
related to the amount of water sold and commonly include the costs of chemicals used in the treatment
process, energy related to pumping for transmission and distribution, and source of supply. Each customer
class is allocated commodity related costs hased upon the percentage of total consumption by that class.

Figure 15. Commodity Related Costs Allocation

Single Family Residential 104,796 $ 120,499
All Qther Customers 31,580 36,312
“Total .o S 1:07136,376 ] -1 100% $ 156,810 .

1. Consumption for October 2015 - September 2016.
Capacity Related Costs {variable share}

The capacity related costs allocated to variable rates for each customer class are shown in Figure 16.
Capacity related costs collected from the volumetric rate are allocated to each customer class based upon
their percentage of peak monthly use.

Figure 16, Capacity Related Costs (variable share)

Single Family Residential 8,733 11,683 74.5% $ 93,189
All Other Custamers 2,632 4,000 25.5% 33,960
Total oo Ta13es| 0 as,e83) 00% ¢ 133,349

1. Based on peak monthly data (peak day data not avaiiable).

Cahazon Water District
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D. Rate Design Analysis

The process of evaluating the water rate structure provides the opportunity to incorporate a number of rate-
design objectives and policies, including revenue stability, equity among customer classes, and water
conservation. NBS discussed several water rate alternatives and methodologies with District Staff over the
course of this study, such as the percentage of revenue collected from fixed vs. variable charges and
differentiating rates by customer class. Based on input provided by District staff, the Board of Directors, and
the District’s legal counsel, the proposed rates were developed. The following sections describe this process.

NBS recommends that the District make the following modifications to the water rate structure:

1. Update monthly fixed meter charges to be consistent with AWWA standards and use hydraulic
capacity factors to develop the fixed charges for each meter size.
2. Update the volumetric rates for Single Family Residential customers as follows:
a. Eliminate the five units of Tier 1 water that is provided at no charge
b. Reduce the number of tiers from four to three
c. Establish new tier breakpoints based on recent consumption statistics
3. Move all other customers to a uniform volumetric rate, and impose a charge for all water consumed

FIXED CHARGES

The fixed meter charge recognizes that the water utility incurs fixed costs regardless of whether customers
actually use water. There are two components that comprise the fixed meter charge: the customer
component and the capacity component, as described in the previous section. Using the costs allocated to
each meter size from Figure 12 through Figure 14; Figure 17 calculates the monthly charge for each meter
size.

Figure 17. Fixed Meter Charges FY 2016/17

T f=e/a/12
Standard Meters
5/8inch 816 | $ 44337015  57,507] % -|$ 500,876 $51.15
3/4 inch 23 18,745 1,621 - 20,366 $73.79
1inch 13 17,659 916 - 18,575 $119.07
1.5inch 4 10,867 282 - 11,149 $232.27
2inch 19 82,538 1,339 . 83,927 $368.10
3inch 3 26,081 211 - 26,292 5730.33
4inch 1 13,584 70 - 13,654| 51,137.84
Fire Protection
4inch 1 - 70 484 555 546.23
§inch 1 - 70 1,107 1,177 598,11
Total - o | 881 |$ 612,803 |$ 62,087 % 1591]$ 676572 o

1. Meter Count as of April 2016.

Cabazon Water District
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VARIABLE CHARGES

The District currently has a four-tiered volumetric rate for all customers that provides the first five units of
water consumed at no charge. NBS' second rate recommendation, was to adjust the tiered rate structure by
reducing the number of tiers to three, setting new breakpoints and imposing a charge for all water
consumed. tn addition to these changes, the proposed tiered volumetric will only apply to single-family
residential customers because they are a homogenous customer class, with similar consumption patterns
that are used to establish appropriate tier breakpoints.

Tier breakpoints were established and expected consumption in each tier was determined. The goals when
setting the tier breakpoints were twofold:

1. The breakpoint for the first tier was set to the 5 hcfis, which is the average winter consumption for a
typical single-family residential customer. Given the limited irrigation that occurs in the winter, this
approximates average indoor use.

2. The breakpoint for the second tier was set to 14 hcf, which is equal to average summer consu mption
for a single-family residential customer. Average summer consumption is when water consumption
is highest for a two-month billing period.

The commodity costs {from Figure 15) within the single-family residential class are further allocated to the
expected consumption by tier, in Figure 18.

Figure 18. Single Family Residential Commodity Related Costs

Tier 1 7 hef " 55,392 53% | $ 63,692

Tier 2 14 hef 25,489 24% 29,308
Tier3 -- 23,915 23% 27,498
Total o oot -100% | $ 00 120,499

1. Tier 1 break point set to average winter consumption, an estimate ofaverage indoor
cansumption in Cabazon. Tier 2 break point set to 14 hefwhich is average summer consumption.
2. Cansumption data is based on the CWD Oct, 2015-Sept 2016 customer data,

The Capacity Related Costs {variable share) (from Figure 16) within the single-family residential class are
further allocated to expected consumption by tier as shown in Figure 19. The “additional capacity required”
represents the cumulative peak consumption in each tier. No additional capacity factor is assigned to Tier 1
water use, as this represents a base level of consumption by customers in the lowest tier, therefore no
additional supply costs would be incurred if all customers stayed within the Tier 1 threshold.

13 HCF Is one hundred cubic feet of water.

Cabazon Water District
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Figure 19. Single Family Residential Capacity Related Costs (variable share}

Tier1 Max Tier 1 Capacity 5,859 0 0.0% | S -
Tier 2 Peak up to Tier 2° 7,902 2,043 35.1% 34,793
Tier 3 Peak up to Tier 3° 11,683 3,781 64.9% 64,396
Total | i 7 5,824 | 100.0% 2] $00099,189

1. Consumption data is based on the CWD Oct. 2015- Sept 2016 customer data.
2. Capacity allocated to the first tier represents the tier break multiplied by the number of customers.

3, This Is the cumulative peak consumption up to the tier break; it represents capacity required to provide service toa given tier.
4. This is the additional cumulative capacity to meet peak consumption at each tier.

NBS’ final recommendation regarding rate structure, is to move all non-SFR customers to a uniform
volumetric rate. This is due to the varying consumption characteristics of these customers; a uniform
volumetric rate better represents their cost-of-service.

Using the costs allocated to each customer class in Figure 15— 16 and Figure 18 — 19, Figure 20 calculates
the per unit volumetric charge for each customer class and tier.

Figure 20. Calculated Variable Charges for FY 2016/17

Single Family Residential
Tier 1 55,392 | § 63,692 S -158 63,692 $1.15
Tier 2 25,489 29,308 34,793 64,101 $2.51
Tier3 23,915 27,498 64,396 91,895 $3.84
All Other Customers 31,580 36,312 33,960 70,271 $2.23
T Total. .- .| 136,376 | $ 156,810 | $ 133,149 [$ 289,959| .

E. Current and Proposed Water Rates

The Cost of Service analysis is used to establish the rates for FY 2016/17. in the subsequent four years of the
rate study, proposed charges are simply adjusted by the proposed adjustment in total rate revenue needed,
to meet projected revenue requirements. Figure 21 provides a comparison of the current and prosed rates
for FY 2016/1.7 through FY 2020/21. More detailed tables on the developed of the proposed charges are
documented in the Appendix.

Cabazon Water District
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1inch

2inch
3inch
4inch
6inch

4inch
6inch

et g
Monthly Fixed Service Charges:
5/8inch
3/4inch

1.5inch

Contract
Monthly Fire Service Charges:

Figure 21. Current and Proposed Water Rates

Rate per hcf of Water Consumed:

$44.16
$59.47
$88.26
$188.97
$286.61
$384.25
$536.82
$718.63
$1,458.60

$60.00
$90.00

451,15
$73.79
$119.07
$232.27
$368.10
$730.33
$1,137.84
$2,269.81
$1,677.39

$46.23
$98.11

$58.82
4$84.86
$136.93
$267.11
$423.32
$839.88
$1,308.52
$2,610.28
$1,979.00

$53.16
$112.83

$61.77
$89.10
$143.78
$280.46
$444.48
$881.88
$1,373.94
$2,740.80
$2,025.45

$55.82
$118.47

$64.85
$93.56
$150,97
$294.48
5466.71
$925,97
$1,442.64
$2,877.84
$2,126.72

$58.61
$124.40

Uniform Rate (Non-SFR Customers) N/A $2.23 $2.56 52.69 $2.82 52.96
Contract Rate $2.50 $2.88 53.31 $3.47 $3.65 33.83
Tiered Rate (SFR Customers):
Current Proposed

Tier1 0-5 hef 0-7 het 50.00 $1.15 $1.32 51.39 $1.46 $1.53
Tier2 6-25 hef 8-14 hef 52,21 $2.51 $2.89 53,04 $3.19 $3.35
Tier3 26-50 hef 14+ hef 54.36 53.84 54.42 S4.64 $4.87 $5.12
Tier 4 50+ hef -- $5.05 /A N/A N/A /A N/A

$68.10
$98.24
$158.51
$309.21
$490.04
$972.27
$1,514.77
$3,021.73
$2,233.06

$61.54
$130.62

F. Comparison of Current and Proposed Water Bills

Figure 22 and Figure 23 compare a range of monthly water bills for the current and proposed water rates as
a result of the initial rate adjustment for single-family residential customers {with a 5/8-inch meter} and
non-single family residential customers (the bill comparison for a commercial customer also with a 5/8-inch
meter). These monthly bills are based on typical meter sizes, and the average consumption levels for each
customer class are highlighted.

INBS
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$120 4

5100

480

S60 -

Monthly Bill

$40 -

520

$0

Figure 22. Monthly Bill Comparison for Single Family Customers

Currentvs. Proposed 2016/17 Rate Alternatives (5/8-inch meter)

=2 §FR Bl - Current
1 SFR Bl - Proposed Rates

$99.86

Average Annual Bifl

Average Winter Bill

§59.20
$54.60

$66.74

10

Average Summer
Bill

i

Monthly Water Consumption (HCF)

Figure 23. Monthly Water Bill Comparison for Commercial Customers

Currentvs. Proposed 2016/17 Rates (5/8-inch meter)

3140 - :
Average Summer Bill
i Commerclal Bill - Current
$120 % Commercial Bill - Proposed Rates $116.71
Average Annual Bill
$100 4 $94.57
- Average Winter Bill
%80
2 > $72.38
=
=
c
o
= $60
$40 -
520 -
50
10 20 29

Monthly Water Consumption (HCF)
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Section 3. RECOMMENDATIONS AND NEXT STEPS

A. Consultant Recommendations
NBS recommends District take the following actions:

Approve and accept this Study: NBS recommends the District Board formally approve and adopt this Study
and its recommendations, and proceed with the steps required to implement the proposed rates. This will
provide documentation of the rate study analyses and the basis for analyzing potential changes to future
rates.

Implement Recommended Levels of Rate Adjustments and Proposed Rates: Based on successfully meeting
the Proposition 218 procedural requirements, the District Board should proceed with implementing the 5-
year schedule of proposed rates and rate adjustments previously shown in Figure 21. This will help ensure
the continued financial health of District’s water utility.

B. Next Steps

Annually Review Rates and Revenue — Any time an agency adopts new utility rates or rate structures, those
new rates should be closely monitored over the next several years to ensure the revenue generated is
sufficient to meet the annual revenue requirements. Changing economic and water consumption patterns
underscore the need for this review, as well as potential and unseen changing revenue regquirements—
particularly those related to environmental regulations that can significantly affect capital improvements
and repair and replacement costs.

Note: The attached Technical Appendix provides more detailed information on the analysis of the water
revenue requirements, cost-of-service analysis and cost allocations, and the rate design analyses that have
been summarized in this report.

C. NBS’ Principal Assumptions and Considerations

In preparing this report and the opinions and recommendations included herein, NBS has relied on a
number of principal assumptions and considerations with regard to financial matters, conditions, and
events that may occur in the future. This information and these assumptions, including District’s budgets,
capital improvement costs, and information from District staff were provided by sources we believe to be
reliable, aithough NBS has not independently verified this data.

While we believe NBS’ use of such information and assumptions is reasonable for the purpose of this report
and its recommendations, some assumptions will invariably not materialize as stated herein and may vary
significantly due to unanticipated events and circumstances. Therefore, the actual results can be expected
to vary from those projected to the extent that actual future conditions differ from those assumed by us or
provided to us by others.

Cabazon Water District
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Appendix: Detailed Water Rate Study Tables and Figures
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Elizabeth Lemus

"}om: amy@answeringspecialists.com
sent: Friday, March 17, 2017 10:17 AM
To: Elizabeth Lemus
Subject: Here's the information you requested!
Follow Up Flag: Follow up
Flag Status: Completed

LEARN li@?E

| About our Services

To: Elizabeth Lemus March 17, 2017
Cabazon Water District

View as a webpage

Email: elemus@cabazonwater.ordg
y Phone: {951) 849-4442 x2

From: Amy Cowley
(213) 799-0777
Southern California, CA

Thanks for the call this morning regarding our answering service. | would
really like the opportunity to earn your business. | get a lot of companies who
transfer from other services - and we make them happy and keep their
business. There are several reasons why we are able to serve them
successfully when others can't.

1. We group our operators into small groups. This means that the
number of operators answering your calls is kept to a select few - who
answer all of your calls - correctly - to your specifications there'by
reducing mistakes. They become overly familiar with your account,
how you want your calls handled, what is important to you, and deliver
the level of service you were expecting.

2. We still bill the old fashion way - by the caill - not by the minute.
Services that bill by the minute charge upwards of $1.00 per minute or

1




more - this translates to $80.00 per hour. We think this is excessive to
say the least. Also - when calls are transferred under this method - you
are billed their hourly rate the entire time you are talking to your client -
that can get expensive fast. We charge by the call made or received.
The price is reasonable and fair and keeps your costs in line with the
service provided.

We bill in full month increments - not 25 or 28 day billing cycles.

You will receive 12 invoices per year as opposed to those who bill you
13 times per year. This can amount to a 10% price savings alone. No

games just straight forward pricing.

No long term commitments or contracts. All of our service
agreements can be terminated at any time by simply providing us
written notice that our services are no longer required. We believe that
we should be eaming your business constantly, not locking you into a
long term contract where you have to stay because you have a
contract. Business plans change and we believe it is our job to be
flexible so that we can change with you as your needs dictate.

All of our operators are local. We NEVER outsource your calls
overseas or to other countries. Rather, all of our operators are U.S.
citizens speaking very good American English. No accents, hard to
understand, etc.—just professional receptionists, speaking clear and
proper English will be attending to your clients.

Flexible Call Plans. We offer a variety of call plans to meet your
specific needs. We even offer rollover calls from the prior month to help
you spread your calls to a busy month following a slow month. We
realize that your needs may change from time to time because of
special promotions or because your business experiences seasonal
fluctuations and you can easily change plans as your needs require.

Finally, we never use automated equipment to answer your calls.
We answer all calls with a live operator. We believe that if you are
hiring a live answering service to represent your business - you should




receive a live person. Most services in our area have reverted to using
automated equipment to answer your calls when they are busy instead
of hiring more operators. We believe this is wrong and does not
provide you with the service you deserve. We take pride in having live,
intelligent and courteous operators answering each call we receive on
your behalf.

Below is a brief outline of our current price schedule. Prices quoted are in

USD. Additional specialized services are available at an additional fee.

Our
Tailored . .
Service Telephone Answering Services

Levels

Included in Plan Overages M;';:';'y
Emergency $5.00/

Plan None Call $24.95
Tier 1 None * 69¢ / Call $24.05
Tier 2 100 Calls / Mo. 69¢ / Call $69.95
Tier 3 150 Calls / Mo.  65¢ / Call $99.95
Tier 4 250 Calls / Mo. 860¢ / Call $149.95
Tier 5 500 Calls / Mo. 55¢ / Call $279.95
Tier 6 100%23"3 ' sog/call  $529.95
Tier 7 250?\”23"3 ' 49¢/call $1,279.95
Tier 8 500?\/'25‘”5 I 47¢1cal  $2,399.95

* Tier 1, our Pay-as-You-Go Plan, has a 25 call monthly minimum.

Fees applicable to all service plans inciude setup fee of $35.00 and an Annual Maintenance
fee billed $35.00 Annually

Voice Mail Services

Monthly
Business Box $14.95
Personal Box $9.95

Scheduling
3




Qur/Your Program 50¢ / Minute
$35 Monthly Minimum

Extra Services
On-Call Coordinator Service $15.00 / Month

Order Taking 50¢ / Minute
$35 Monthly Minimum

| know our rates are about the best in the industry, but if you find someone
offering a better service package at more aggressive prices, please let me
know and | will attempt to meet or beat the competition.

Please feel free to call me and discuss your needs when you have more time.
| would like to earn and keep your business and show you that you can get
the service you are looking for from a quality answering service.

Amy Cowley
New Account Services

+ « » Become a2 Member Today

And find out why our customers are always telling us
how "outstanding" and "fantastic” we are.

Sign Up Now »




Service Agreement

The following is the service agreement between you and Answering Specialists, Inc. Please read it

carefully and fully. If you have any guestions, please contact us before submitting this form.

This AGREEMENT is made and entered into by and between ANSWERING SPECIALISTS, Inc.
hereinafter known as ASI and you hereinafter known as CLIENT, whereby AS| agrees to provide
services to CLIENT as follows:

Terms and Conditions:

1. Service shall commence on the date specified by CLIENT or as soon as possible thereafter. The
term of this agreement shall be month to month on a calendar year basis. CLIENT may terminate
this agreement at the expiration of the term thereof by simply providing a written notice to ASL. Any
amounts due at time of cancellation will be immediately invoiced and processed for payment at time
of cancellation. There will be no proration or refunds of any monthly or annual fees or for partial
months of service usage. Non usage of the services contracted for under this agreement will not be
construed as a cancellation by the CLIENT. CLIENT acknowledges that services contracted for are
due and payable without regards to usage. Non usage or low usage of the services contracted for
does not reduce the amounts due for contracted services. ASI Terms are Net-10. Interest of 1.5%
per month will be charged on all past due balances. Additionally a 10% fee will be accessed for late
payments.

2. Monthly charges are based on the current price list and the service options selected by the
CLIENT. Services initially indicated during the setup process are subject to change by request of the
CLIENT without modifying other terms and conditions of this agreement. Service plans, prices and
fees are subject to change with 30 days notice. All funds are payable in U.S. Dollars.

3. Collection/Attorney's Fee. In the event that either party to this contract commences any lawsuit or
legal action or engages a collection agency to enforce any rights or remedies which it may have
under this contract, the prevailing party in any such action shall be entitled to an award of its
reasonable collection fees and/or attorney's fees and costs. Should the CLIENT choose to do a
chargeback of ASI fees on the CLIENT'S credit card, and ASI prevails, a fee of $25.00 for each
chargeback will be accessed to the CLIENT'S account.

4. This is a contractually binding agreement, and its provisions shall be binding upon the heirs,
successors, and assigns of the parties hereto.

5. The parties agree that the laws of the State of Idaho shall govern any dispute which might arise
under this agreement, and that the venue for any lawsuit of legal action brought, or arising out of this




agreement, be exclusively in the Supetior Court of Boundary County for the State of ldaho.

6. Guarantee. The individual whose name is entered as accepting this contract (below) on behalf of
a business shall be the personal guarantor of subscriber's performance of all monetary obligations
which may arise out of this contract.

7. CLIENT acknowledges that the business of AS| is to supply business support services to its
clients, including telephone answering service and voice mail service. CLIENT understands that all
phone numbers provided by AS| are the property of ASI and will always remain ASI's property even
upon and after termination of this agreement. CLIENT further acknowledges that ASI provides these
services to clients on a volume basis, and that while every effort is made to carry out such services
to the best of ASIs' ability there may be instances where mistakes are made. CLIENT further
acknowledges that the fees charged by ASI for its services do not contemplate compensation
damages to CLIENT caused by the occurrence of such error, mistake or delay, and that if ASI were
to charge fees that did contemplate the assumption of such risks, that the amount of such fees
would be much greater. Accordingly, it is agreed by the parties as follows:

A. CLIENT agrees that ASI assumes, shall incur and be responsible for no liability in connection with
any mistake, error or delay in the performance of the services to be delivered under this contract.
CLIENT also waives and holds AS] exempt and free from liahility as a result of such mistakes, error
or delay in the delivery of such services.

B. It is additionally agreed that should the foregoing waiver of liability be held for any reason
Unenforceable, the damages for any such mistake, error or delay in delivery of services shall be
limited to and shall not exceed the cost of one month's fees as provided in the Agreement which
would have otherwise been payable by CLIENT to ASI for the rendering of the type of service with
the regard to which it is claimed that mistake, error or delay was committed or occurred.

8. CLIENT agrees to allow AS| to charge the balance on any invoice(s) outstanding on the CLIENTS
account to the Credit Card Number or any other credit card that CLIENT has provided to AS| once
the invoice becomes due and payable per the terms on the invoice. By accepting this contract,
and/or by using our services (i.e. utilizing the telephone answering services or voice mail box, etc.),
CLIENT agrees to all terms and conditions of this contract and acknowledges that matters referred
to in paragraph seven (7) have been fully discussed by and between CLIENT and ASL CLIENT
understands the meaning of this paragraph, and understands that this paragraph's effect is to
eliminate certain rights and/or claims for damages which CLIENT might otherwise have. CLIENT
agrees with the factual statements set forth in this paragraph, and agrees that the waiver of liability
for damages contained herein is freely and voluntarily entered into.

By accepting this contract, and/or by using our services (i.e. utilizing the telephone answering
services or voice mail box, etc.), CLIENT agrees to all terms and conditions of this contract and
acknowledges that matters referred to in paragraph six (6) have been fully discussed by and




between CLIENT and ASI. CLIENT understands the meaning of this paragraph, and understands
that this paragraph's effect is to eliminate certain rights and/or claims for damages which CLIENT
might otherwise have. CLIENT agrees with the factual statements set forth in this paragraph, and
agrees that the waiver of liability for damages contained herein is freely and voluntarily entered into.
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