TO: City Council

FROM: Doug Monn, Public Works Director

SUBJECT: Adoption of Uniform Water Rate Structure

DATE: April 6, 2010

NEEDS: For the City Council to conduct a public hearing, and if there is no majority protest,
consider introduction of an ordinance establishing a revised, uniform water rate
structure.

FACTS: 1. Water demand exceeds supply.

2. $13 Million per year is required to meet water system debt obligations and
operating costs. Current revenue is just $6.3 Million per year.

3. A water rate adjustment is necessary to cover the City's full cost of providing
existing customers drinking water.

4. Even with rate increases, water will cost less than 1 cent per gallon.

5. Under the proposed rates, existing customers will pay their share of the
Nacimiento Project and proposed water treatment plant costs as well as all other
water system operations, maintenance and repair costs. New development will
pay for its 50% share of the Nacimiento Project and proposed water treatment
plant costs over time through connection fees adopted in 2009, as well as for any
additional Nacimiento water allotment.

ANALYSIS &

CONCLUSION: On February 2, 2010, City Council approved proposing a uniform water rate structure
such that all customers would pay according to the amount of water used. The
proposed rate structure is described in the “2010 Uniform Water Rate Study — Final
Report” dated January 25, 2010, prepared by Kennedy/Jenks Consultants (attached).

Proposed Uniform Water Usage Rates™

Effective Effective Effective Effective Effective
User Class 1/1/11 1/1/12 1/1/13 1/1/14 1/1/15
All Customers Usage Charge $/HCF*
All Water
Usage $2.50 $3.20 $3.70 $4.10 $4.40

*HCF = hundred cubic feet = 748 gallons
*Current $18 monthly fixed charge would be eliminated as of 1/1/11.
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Perhaps the best illustration of the effect of the proposed uniform rate structure is to
show this in terms of typical customer bills.
Nlustrative Water Bills
Current Proposed
Description Rate Rate
Year 1 Year 5
Effective Effective
Current 1/1/11 1/1/15
Single Family @
9 Units (224 gal/day) $29.88 $22.50 $39.60
13 Units (324 gal/day) $35.16 $32.50 $57.20
20 Units (499 gal/day) $44.40 $50.00 $88.00
Commercial ®
20 Units (499 gal/day) $44.40 $50.00 $88.00
60 Units (1,496
gal/day) $97.20 $150.00 $264.00
Notes:
(a) 9 units is the I* quartile, 13 is the mean, and 20 the 75" percentile.
(b) 20 units is the median/average and 60 is the 75" percentile.
Notices regarding this public hearing were mailed on February 8, 2010, more than 45
days prior to tonight’s hearing pursuant to the requirements of Proposition 218 and
Article XIIID of the California Constitution.
There are an estimated combined 10,300 owners of record for parcel(s) plus tenants
directly responsible for payment for water service in the City of Paso Robles. In the
event that a majority (i.e. more than 50 %) of such owners and tenants submit valid
written protests, then the proposed uniform rate structure cannot be adopted and
another rate structure would have to be proposed.
POLICY

REFERENCE:  General Plan, Economic Strategy, Urban Water Management Plan, Integrated Water
Resource Plan, Nacimiento Water Project Delivery Entitlement Contract, and Water

Master Plan.

FISCAL

IMPACT: The City is contractually obligated to pay its share of the debt service payments for
the bonds that were issued to pay for Nacimiento Water Project construction. The
Nacimiento Water Project is a necessary and essential component of the City's water
delivery system. Also, as noted in the attached Kennedy/Jenks Consultants report,
the City has had to draw on reserves to pay for current operations for the last three
years because operating expenses have exceeded revenues.
Without a water rate increase, the Water Fund will go broke by 2014.
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In that event, the General Fund will ultimately have to make up any revenue
shortfall. The General Fund pays for operations such as library services, children’s
and senior programs, parks, as well as police and fire. Serious budget cuts and
significant reductions in services could result.
OPTIONS: A. Close the public hearing and:
1. Establish number of valid written protests that have been submitted per
Proposition 218/Article XIIID of the California Constitution; and
2. If there is no majority protest, introduce and read by title only Ordinance
No. XXX N.S,; or
3. If there is a majority protest, direct staff to develop alternatives.
B. Amend, modify or reject the above option.
Attachments:

A — “2010 Uniform Water Rate Study — Final Report” dated January 25, 2010, prepared by
Kennedy/Jenks Consultants
B — Ordinance No. XXX N.S.
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Kennedy/Jenks Consultants

]
2355 Main Street Suite 140

Irvine, CA 92614
949-261-1577
949-261-2134 (Fax)

City of Paso Robles

2010 Uniform Water Rate Study
Final Report

January 25, 2010

Prepared for

City of Paso Robles

Department of Public Works

1000 Spring Street
Paso Robles, CA

K/J Project No. 0883005_10
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Kennedy/Jenks Consultants

Engineers & Scientists
2355 Main Street, Suite 140
Irvine, California 92614
949-261-1577
949-261-2134 (Fax)

25 January 2010

Mr. Doug Monn, Director of Public Works
City of Paso Robles

1000 Spring Street.

Paso Robles, California 93446

Subject: Final Report — 2010 Uniform Water Rate Study
K/J 0883005_10

Dear Mr. Monn:

Kennedy/Jenks Consultants is pleased to submit the Final Report of the 2010 Uniform
Water Rate Study to the City of Paso Robles (City). By way of process, we have submitted
this report as a digital “.pdf” file for the City’s distribution as appropriate.

This study is a compilation of the analysis and findings of the City’s water fund and
incorporates the City’s comments and direction obtained from previous work products and
the City Council meeting of 19 January 2010. Most notably, this report integrates the
current approach for the construction of a 4 MGD water treatment plant and associated
facilities and integrates the need for a new $4 Million debt issuance in FY 11-12 to
supplement available funds. The results of the study are intended to serve as a plan for
future revenue and rate adjustments based on the projected costs and utility water
demands.

Another important element of the 2010 Uniform Water Rate Study is the development of
new all uniform water usage rates. The proposed water rates and rate structure are
intended to be simple, fair for all customers, support water conservation, and promote
public understanding and acceptance. By promoting conservation, the proposed rates are
designed to support the City’s current imbalance in water supply and demands and meet
the projected financial shortfall in revenues in the next five years.

It has been a pleasure working with you and the other members of the Rate Study Team
on this interesting project and look forward to working with you in the future. Please
contact us if you have any questions or need additional information.

Very truly yours,
KENNEDY/JENKS CONSULTANTS

Roger Null, V.P.
Project Manager
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Section 1: Introduction

1.1 Background and Objectives

The City of Paso Robles (City) is a central coast community located in San Luis Obispo County.
The City provides commonly sought services, including water and sewer services, to
approximately 29,500 residents through 10,000 service connections. To provide a reliable and
quality water supply to its customers, the City has been working on an implementation strategy
that will meet the short and long-term financial obligations of the City’s utility and provide for local
program ratemaking objectives.

This water rate and revenue analysis is an update to previous studies performed by
Kennedy/Jenks Consultants in September 2008 and on January 11, 2010. Many of the key
issues, objectives, and conclusions identified in those studies remain in place today, although the
water utility’s financial condition has worsened from delays in the approval of increased water
rates.

Consistent with prior studies, the primary factors facing the City’s water utility are:

o The need to increase the City’s ability to provide treated water to its existing customers;
current demands exceed available water supply.

e The need to fully implement the financial and operational requirements of the new
Nacimiento water supply. Based on current supply and demand conditions, a new 4 MGD
water treatment plant is proposed to treat the City’s current Nacimiento water supply
entittement. The City’s financial obligation associated with the new regional supply
pipeline is scheduled to begin in FY 10-11.

e The need to develop updated rates to fund the projected enterprise financial requirements
and develop an appropriate rate structure to support various water conservation and cost
recovery requirements.

2010 Uniform Water Rate Study, City of Paso Robles, 1/25/2010 1
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Section 2: Historical and Current Conditions

2.1 Historical & Current Financial Condition

The financial condition of the City’s water utility was reviewed and a summary of financial
performance is presented in Table 1. The information presented in this table was derived from
the City’s Comprehensive Annual Financial Reports (CAFRs) for the last two years. The CAFR
for Fiscal Year (FY) 08-09 represents the most recent audited financial document of the water
utility’s financial performance.

The financial condition of a water utility is assessed by contrasting several financial parameters
with the financial performance as reported in the City’'s CAFRs. Foremost among these
parameters are criteria for net operating revenues and an assessment of the utility’s fund balance.
The findings related to each of these elements are provided as follows.

Net operating revenues are an important financial parameter of a utility’s performance. This
financial parameter is generally desired to be at least 20% of total operating revenues to generate
adequate capital improvement funding for new and replacement (depreciation-based) assets. As
shown in Table 1, the water utility has historically fallen short of this parameter, in the last three
years and there has been a steady decline in operating financial performance. During the two
year period, this parameter has ranged from a negative 7% in FY 07-08 to a negative 38% in FY
08-09. This parameter reflects the fact that the utility currently is not generating sufficient funds to
provide for future capital expenditures and increased water utility operating expenses.

In addition to this operational performance, the impact of various non-operating revenues and
capital expenditures is also in important element of a financial assessment. While the City’s
water fund has generally experienced a drawdown over the last several years, the FY 08-09
CAFR indicates the fund has approximately $22.5 million in cash and cash equivalents. It is for
this reason that the water fund has maintained its recent financial stability.

In consideration of these factors, as well as the integration of looming debt costs of over $4.2
million per year, additional revenues from water rates are warranted to improve the financial
position of the water fund. The following sections of this study provide the supporting information
for the level and timing of proposed rate adjustments to meet the water funds current and future
financial requirements.

2.2 Current Accounts and Water Demands

As noted in the City’s annual report to the Department of Water Resources (DWR), the City
provides water service for approximately 10,000 accounts. As to be expected with the current
economy, there has been little change in account activity (i.e. growth) since the 2008 study.
Accordingly, the water utility remains to be predominantly base-level residential customers with
5/8” and 3/4” meters.

2010 Uniform Water Rate Study, City of Paso Robles, 1/25/2010 2
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The primary difference in account and demand activity from previous years is the City’s need to
implement mandatory water conservation in April 2009. This conservation was essential to
address the imbalance in the City’s peak summer time demands and available water supply to
avoid potential water shortages. Through these efforts, the City’s water usage from May
through August 2009 was approximately 20% less than historical levels for these periods.

Table 2 summarizes the City’s water demands by customer class for FY 08-09. A copy of the
City’s most recent annual report to the DWR for CY 2008 is provided in Appendix A for
additional information. Note that the DWR report’s monthly/annual usage values are in million

gallons.
TABLE 2
CURRENT ACCOUNTS AND WATER CONSUMPTION

Customer Class Accounts U:aYglc)as(-l?lgcf)
Single Family Residential 8,722 1,854,540
Multi-Family Residential 400 292,518
Commercial / Institutional 688 468,279
Industrial 71 62,293
Landscape Irrigation 347 396,191
Other 59 115,558

TOTAL 10,287 3,189,378

Source: City Water Department.
Hcf = hundred cubic feet = 748 gallons/hcf

2010 Uniform Water Rate Study, City of Paso Robles, 1/25/2010

Agenda Item No. 4 - Page 12 of 34



Section 3: Future Revenue Requirements

An evaluation of future revenue requirements can be focused in the projection of four specific
areas. These areas are customer growth, water supply costs, capital-related expenditures, and
operating costs. The following sections discuss the impact of these factors on the City’s water
utility revenue requirements over the next five years.

3.1 Projected Customer Growth and Water Sales

Customer growth affects the revenue requirements of the City's water utility in two ways. First, it
increases the customer base that is paying for more water usage through the water usage rate, is
subject to the monthly service charge, and pays a connection fee to buy into system capacity.
Second, it increases the level of those costs that vary with the quantity of water used such as
water supply, treatment, and pumping expenses. In financial planning, applying low to moderate
growth factors provides a conservative assessment of future utility revenue requirements.

Based on discussions with City staff, current economic factors suggest a minimal level of
additional growth in the next several years. Current growth estimates for the next five years are
provided below.

e FY 2010-11 25 Equivalent Meters'
e FY 201112 50 Equivalent Meters
e FY2012-13 75 Equivalent Meters
e FY 2013-14 100 Equivalent Meters
e FY 2014-15 150 Equivalent Meters

In addition to the projection of new account growth, it is also important to project changes in water
sales that may affect the utility’s financial performance. As indicated previously, the City has
implemented water conservation programs to improve the City’s water supply/demand imbalance
and to meet several new and upcoming water conservation related regulations. Some of the
primary changes include the adoption of a new water efficient landscape ordinance in December
2009 to respond to the requirements of AB 1881 and the implementation of various demand
management measures to reduce water usage 20% by 2020 in accordance with the City’s Urban
Water Management Plan and AB 49.

The City recognizes the need for additional conservation from conservation based pricing, and
had planned to adopt tiered water rates as this pricing strategy is one of the Paso Robles Urban
Water Management Plan and the California Urban Water Conservation Council’s Best
Management Practices. However, community input suggests that simplicity and customer class

' An equivalent meter is used to account for the typical demands associated with larger meters. A single
family residence = 1 equivalent meter. A commercial project would equate to more than one
equivalent meter.

2010 Uniform Water Rate Study, City of Paso Robles, 1/25/2010 4
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equity associated with an all uniform rate structure best fits the needs of the City’s ratepayers.
Moreover, based on the magnitude of the anticipated increase, it is believed that a new all uniform
rate will provide adequate pricing incentive to support the City’s conservation goals and
requirements

It should be noted that predicting annual growth and water usage can not be derived as precise
values. As such, the future growth and water demand values used herein are to be considered as
estimates only and are intended to provide a realistic yet conservative forecast of new customers
so that connection fee revenues are not overestimated. Similarly, while it can be assumed that
water usage should decline with the forthcoming increase in water costs/rates and other
conservation programs, behavioral changes can not be quantified. Accordingly, the magnitude of
future water conservation included in the Water Rate Study is only an estimate used for the
purpose of projecting future water sales. All of these factors will be evaluated and integrated in
the City’s ongoing rate and budget review process to evaluate the financial performance of the
City’s water fund.

3.2 Budgeted/Projected Operating Expenses

Costs associated with the management, administration, and operations of the City’s water utility
have historically been accounted for in two Departments/Divisions. Utility Billing and Cashiering is
responsible for the billing, accounting, and administration of the water fund, while Water
Production and Distribution Division is responsible for the operation, maintenance, and
management of the water system. To account for the labor and operational costs of the new
water treatment plant, a new Water Treatment Operation Division has been established. The
current estimated actual and projected water utility costs for these Divisions are shown in Table 3.

As shown, water fund operating costs are projected to increase considerably over the next five
years to meet drinking water regulations, pay increasing power bills, and to integrate the new
Nacimiento water supply. This cost increase has been expected, as the City has proactively
determined the need to diversify its water portfolio, and begin to switch from its local groundwater
supply to a new high quality/reliable surface water supply to meet current and projected needs.

It is important to note that in addition to the inclusion of new water supply costs, Table 3 also
includes the funding of depreciation in the latter years of the five year period. Based on the City’s
chart of accounts, the estimated annual depreciation of water utility assets is approximately $1
Million, increasing to $1.7 Million/year in year five. Depreciation is included in the revenue
requirements of the water fund based on funding availability, currently scheduled at $750,000 in
FY 13-14 and $1.5 Million per year thereafter.

2010 Uniform Water Rate Study, City of Paso Robles, 1/25/2010 5
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3.3 Projected Capital Improvement & Debt Service Financing
Program

Utility systems are by nature capital intensive operations. To evaluate system capacity and long
range water supply reliability, the City has completed several water system studies in the last
several years. These documents provided much of the basis for the development of the City’s
capital improvement program (CIP) for water, wastewater, and other City services.

The City’s current water system CIP is separated into four basic categories. These are:
Nacimiento Water Project Improvements, Well Improvements, Tank/Booster Station/Metering
Project Improvements, and Pipeline Improvements. Consistent with the 2008 Rate Study, to
minimize ratepayer impact as much as possible the water system capital improvement program
is spread out over 16 years, rather than 10 years.

A summary of the five year plan for these primary project categories is provided in Table 4. A
comprehensive listing of the specific projects included in the City’s 16-year water system CIP is
provided in Appendix A.

As previously discussed, a cornerstone element of the capital improvement program is the
integration of needed water treatment facilities to utilize the new Nacimiento surface water
supply. Given the current water supply/demand conditions, the CIP includes the construction of
a new 4 MGD water treatment facility with the financial assistance of some debt financing,
rather than constructing a smaller, modular plant under a pay-as-you-go approach. This
approach is recommended for the following reasons:

e The 2 MGD Program — Considered in 2008, this smaller, modular approach to treatment
would not provide enough treated water. It also placed little emphasis on taste and odor
control/water quality consistency, provided little to no production reserves to mitigate
peak season demands, supply disruptions, or declines in groundwater production,

e The 4 MGD Program — This approach meets demand and allows citizens to take full
advantage of the 4,000 AFY Nacimiento entitlements. It also would be more reliable,
provide more consistent water quality throughout the City, and better fulfill the goals
outlined in the City’s Adaptive Integrated Water Resource Plan (AIWRP).

e Financial Comparison — Under the proposed uniform rate structure, $4 million would be
borrowed in FY 11-12, making the annualized costs associated with the 4 MGD Program
comparable to the 2 MGD Program. In other words, the City may construct the larger
plant at about the same cost as the smaller, modular plant.

In consideration of these factors, the 4 MGD Program has been recommended and integrated
herein in the financial pro forma of the City’s water fund.

2010 Uniform Water Rate Study, City of Paso Robles, 1/25/2010 6
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3.4 Projected Revenue Requirements Using Proposed Rates

To assess the financial implications of the water fund programs and costs, an annualized
revenue plan has been prepared. This plan is developed by integrating water system operating
and capital costs with projected growth and water criteria (Section 3.1).

As expected, the results of the revenue plan indicate that additional revenues are needed to
meet the current and future obligations of the water fund. Accordingly, a projected revenue plan
using proposed rates is prepared to balance the water utility financial obligations and revenues
and position the utility for a sustainable positive financial performance. Several cash flow
evaluations and alternatives were prepared with City staff to balance financial performance with
ratepayer impact. These alternatives varied the debt financing strategies, alternative capital
improvement program phasing, projected growth scenarios, water consumption levels, rate
increase levels/phases, and rate structure elements such as fixed meter and water usage charges
so that short term cash flow obligations were met and debt service coverage ratios were
sustained above the level required by bond covenants. The resulting revenue plan using the
proposed average rates needed to fund the water system costs is shown in Table 5.

Consistent with prior rate study alternatives, the revenue plan integrates the use of existing
funds to meet short term financial obligations. Under the uniform rate plan, a $4 Million debt
issuance is proposed to supplement existing funds to construct the proposed water treatment
plant improvements. Annual rate increases are proposed to raise rate-based revenues to the
level to sustain the water utility’s financial performance and meet new debt coverage covenant
requirements. Fund balance is projected to drop to approximately $2 million in years three and
four of the five year plan. While these values are below target reserve levels, they are believed
to be adequate during this period of rate transition. However, prior to the issuance of this new
debt, the City should examine the adequacy of this funding level on reserves and the impact of
the associated level of debt service on rate/revenue requirements.

It should be noted that in addition to the increase in rates needed to fund the existing customers’
share of system costs, the financial plan also integrates growth’s share of system costs; most
notably 50% of the Nacimiento pipeline and proposed water treatment plant costs. In
recognition of growth’s cost obligations, in March 2009, the City adopted new water system
capacity charges (often referred to as connection fees). These fees more than doubled the
costs for a new water system connection from approximately $9,100 for a base 5/8 inch meter
to $23,500. Similar to the proposed rate increases, these charges are also phased in over time
and are shown in the bottom of Table 5.

A cautionary note is warranted regarding the use and development of the financial planning
findings. Since the magnitude of anticipated increases may vary based on unforeseen change
in costs, demand conditions, or reserve requirements, additional review of cost components,
revenue requirements, and debt issuance needs should be made during the annual budget
development and review process. Accordingly the level of the required annual rate increases
may differ from the rate and revenue projections derived herein based on those annual findings.

A discussion of the City’s current and proposed rates and rate structure is provided in the
following sections.
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Section 4: Current Water Rates

Historically, the City’s water rates have been among the lowest in the State, as the public
benefited from a low cost water supply and purposefully minimized capital and operational
expenditures. Upon completing various comprehensive water studies, the City embarked on a
proactive program aimed at long-term reliability and sustained quality of the City’s water system.

Given this aim, water rate increases went into effect to fund capital projects including the new
Nacimiento water supply program. Additional increases are needed to meet the City’s current and
projected debt obligations. The City's present water rates were last adjusted on July 1, 2008 with
an inflationary increase to the usage charge. The current water rate consists of the following fixed
and usage based rate elements.

Current Fixed Monthly Account Service Charge. Pursuant to a 2004 ordinance, the City
adopted a fixed charge per account to begin to recover additional revenues for the new
Nacimiento water supply. The current fixed monthly charge per account is $18, regardless of
the customer category or meter size.

Current Usage-Based Rates. The City's current usage-based rates (or variable rates) are applied
uniformly to all water usage. Uniform rates are commonly used to recover those costs in a water
system that vary with volume of water produced. This usage-based rate element supports a basic
pay-for-use ratemaking philosophy. The City’s current water usage rate is $1.32 per one hundred
(100) cubic feet (HCF)?. The characteristics of the present rate structure are provided in Table 6.

TABLE 6
CURRENT WATER RATES
Meter Size Monthly Service
(Inches) Charges ($)

Monthly Charges (Fixed Nacimiento Charges)

All Meter Sizes $18

Usage Charges ($/Hundred Cubic Feet - HCF)

$1.32 per HCF for all water usage

Source: City of Paso Robles; Rates effective 7/1/08.

% One hundred cubic feet = 748 gallons
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Section 5: Proposed Water Rates

Proposed rates have been developed to meet the revenue and rate restructuring requirements
of the City’s water utility. As stated in Section 3, revenues now generated from water rates are
approximately $6.3 Million per year; however $13 Million is needed annually to continue water
system operations. Development of the proposed service and usage charges, derivation of
associated typical monthly bills, and a comparison of water charges in other communities follow.

5.1 Development of Proposed Rates

Water rates are proposed to support the financial health of the community’s water system over
the coming five years. Refer to Section 3 for future revenue requirements.

There is a wide range of pricing strategies that could be followed to generate the funds needed
to meet the City’s water fund obligations. Foremost among the rate and pricing strategies
deemed important for the City’s proposed rate structure is:

e Consideration of the amount of the fixed monthly service charge and its impact on low
volume customers,

e Rate simplicity and community understanding, and
e Pricing to promote water conservation

In consideration of these needs, previous rate and rate structure alternatives concluded that a
reduction in the current fixed charge for single family residential customers in combination with
a tiered rate structure would provide a reasonable balance in meeting these two rate issues
and enable low volume customers a way to keep their water bills relatively low. Upon further
discussion and public input however, an all uniform rate is now proposed to meet the
community’s needs for a water rate structure at this time. A discussion of the basis of the
proposed rates and rate structure follows.

5.1.1 Fixed Monthly Service Charge Discussion

As discussed in previous studies, since approximately 60% to 75% of a water system's
expenses are fixed, the use of fixed charges are common practice for water utilities as it
provides a stable source of revenue. While fixed revenue benefits a water utility’s financial
stability, it does have some negative aspects; this rate element typically inhibits low volume
customers’ ability to reduce their water bill and does not support water conservation. As such,
reducing or eliminating the City’s fixed charge would mitigate these rate issues. Eliminating the
fixed charge however, means the variable charge will need to recover an additional $2 Million in
annual revenue, thereby increasing price awareness and conservation effectiveness of the
water commodity or usage rate. Similarly, without a fixed charge, low volume users no longer
need the benefit of a lower priced tier to reduce their water bill. Proceeding in this way enables
the City’s water utility to recover a larger share of the required revenues from the water usage
rate for water conservation and is consistent with the “pay for what you use” approach. Based
on community sentiment, it is believed that an all uniform rate approach will both meet the
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needs of the City’s water customers and provide adequate funding for the operational needs of
the water fund.

5.1.2 Development of Proposed Usage Charge

Consistent with the revenue requirements shown in Table 5, usage charges were based on
projected metered water usage. The City currently charges $1.32 per HCF for all water used,
regardless of the type of customer or the amount of water used in any particular billing cycle.
Charging for water on this consistent basis is referred to as a “uniform block rate” structure and
has been commonly used throughout California and the United States.

Based on community input, it is proposed to continue the uniform block rate structure. The
elimination of the fixed charge requires an adjustment of the usage rates to meet costs, and will
also help promote water conservation. While uniform rates are not as conservation focused as
tiered rate structures, it is believed that the magnitude of the additional rate increases over the
next several years will meet the City’s pricing-related conservation goals. These goals are
needed for compliance with the requirements of new water conservation regulations AB 1881
and AB 49. The proposed usage charge water rates for the five-year rate period are shown in
Table 7.

TABLE 7
PROPOSED UNIFORM WATER USAGE RATES

User Class FY 10-11 FY11-12 FY 1213 FY 1314 FY 1415

All Customers Usage Charge $/HCF)
All Water Usage $2.50 $3.20 $3.70 $4.10 $4.40

While a number of rate alternatives were evaluated for revenue adequacy, projected
conservation, and customer impact, the proposed all uniform rate structure is believed to meet
the diverse goals of the City ratepayers. Key features and benefits of the proposed structure
are:

¢ While the proposed rates are not based on inclining priced tiers, the magnitude of price
changes should incentivize customers to conserve water; especially large water users.

e By eliminating the fixed charge, low volume customers have a new opportunity to
significantly reduce their monthly water bills. Charging based solely on water usage is
the purest form of the “pay for what you use” approach. Discounted pricing is no longer
needed to ensure that residential users can receive sufficient water to meet basic health
requirements.

The rates outlined herein are intended to fund the essential water treatment plant and other
capital needs to serve existing water customers, meet the water fund's debt service
requirements, provide the necessary funds for ongoing system management and operation and
return the water fund to a desired level of financial stability. The proposed rate structure also
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supports the city's key goals of encouraging water conservation and is consistent with the "pay-
for-what-you-use" philosophy. To minimize ratepayer impact, annual increases are suggested to
be implemented in January of each year, as this is a seasonal period when water usage is at its
lowest.

5.2 Comparison of Monthly Bills

Typical customer bills are often developed to evaluate the impact of a water rate schedule on a
utility’s customers. Current typical bills are derived by correlating the current schedule of charges
shown in Table 6 with the average or typical consumption values for various customer types.
Similarly, projected typical bills are calculated by applying the proposed rates to both the monthly
service charge and the usage charge components of the water rate schedule. Table 8 reflects the
resulting impacts of the proposed rate increases over the five year planning period.

TABLE 8
TYPICAL WATER BILLS

Current Typical Bill
Description Bill (January each year)
Current Year 1 Year 5
Single Family (a)
9 Units (3/4 inch meter) $29.88 $22.50 $39.60
13 Units (3/4 inch meter) $35.16 $32.50 $57.20
20 Units (3/4 inch meter) $44.40 $50.00 $88.00
Commercial (b)
20 Units (3/4 inch meter) $44.40 $50.00 $88.00
60 Units (1 inch meter) $97.20 $150.00  $264.00

Notes:
(a) Where 9 units is the 1%t quartile, 13 is the mean, and 20 the 75" percentile.
(b) Where 20 units is the median/average and 60 is the 75" percentile.

As shown, the calculated typical bills for the small and medium sized single family customers are
reduced under the proposed rates and all uniform rate structure. Consistent with the purpose and
pricing strategy of an all commaodity rate, the City’s larger water users are expected to experience
larger increases in their water bills as the proposed rate increases are implemented to recover the
City’s water system costs of service. These increases are less however than the tiered rate
alternatives developed in previous reports.

Given the projected level of short-term ratepayer impact, the City should expect additional water
usage awareness, experience a reduction in overall water demand, and incur an increase in
customer requests for a water audit and/or capacity review in an effort to reduce water usage or
downsize to a smaller water meter. The City has budgeted for additional customer service
programs to assist customers in their water conservation efforts over the next several years.
These program costs and reduced water usage estimates have been integrated in this study.
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5.3 Comparison of Monthly Bills with Other Communities

In addition to the development of typical bills for City customers, Table 9 provides a comparison
of the City’s current and proposed monthly single-family bill with other local communities in San
Luis Obispo County. The comparison is based on a monthly water usage of 20 HCF.

As shown, there is a wide range of charges among the surveyed communities. The City’s
current charges are in the lower range of, and the estimated bills throughout the five years
under the proposed rates remain on the low end of comparable agency charges. Itis interesting
to note that even with the increase proposed five years from now, a Single Family Resident
customer using 20 HCF per month in the City will still pay $25 to $30 per month less than the
amount currently charged by several County water purveyors. The proposed rates for year 5
are still less than a penny for a gallon of water.

In addition, it should be noted that this rate survey does not provide the full picture of the utility’s
position. For example, some of the agencies may have additional increases that are in process
or being proposed, may have varying water supply program cost, quality, and reliability issues
or objectives, and there is often a wide range of variance in local level of service, capital
reinvestment, and preventive maintenance considerations. Given the current condition and
direction of the City’s water utility and water resource requirements in the County, the City’s
water rates are well in line with other local communities.

5.4 Summary of Proposed Rates

The proposed rates are intended to fund the essential water treatment plant and other capital
improvements needed to serve existing water customers, meet the water fund's debt service
requirements, provide the necessary funds for ongoing system management and operation and
return the water fund to a desired level of financial stability. Since demand exceeds supply, the
construction of new water treatment facilities is an important element of the City’s water
reliability program. With current revenues of approximately $6 million and costs in year five
projected to exceed $13 million, an increase in rates is essential. The proposed rates are
designed to meet this revenue shortfall. The proposed rate structure is designed to encourage
water conservation and is consistent with the "pay-for-what-you-use" philosophy.

In addition to the rate-related adjustments provided herein, the City should plan for the
methodical review of system costs, water demands, and utility rates. Much of this work can be
incorporated as an element of the annual budget process as additional information is being
developed and evaluated.
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Appendix A

Miscellaneous Supporting Information

Agenda Item No. 4 - Page 26 of 34



€ Jo JZ 9bed - ¥ "ON wa)| epusby

Z 0 | abed (6071 "AoY) 8€ ¥MA
[0 (serousbe Jsyjo 03)8|ESSIOUYA
O uonebiu| [einynouby
128'G8€Z 1/988'20L |€026'L9L |E€¥¥9°0SC |/SLS€VC |/1869°GEE |6€0.'9/C |G008°292 (€£122°GSC |L080°92)L |208L'¥LL |1L282°9LL (96028 V8 | (4 nius w)[1e}ay ueq.n |ejol
LEEYY98 (€290 Gl8'6 0¥0'¢c SLL'Y 78¥°01 09G°L¢c lcl¢ 0482 gclL'e 8¢c’c 76€°1L €90°L O 1B/yjo'd
LLLE96C |LV8'L 6€8'61 ¥96°C¢ G98'.¢E SvL'6v LLL6E 0¢8'LE 089°L¢E ¥6€°0C 0€0'6 66Y'S VAS [l 4 O uonebLu| edeospueT'3
9186591 G290 SLL'Y 80LY LGE Y 60¥'S QLY 9y JASI*D 4 89%°¢ €9C°¢ ¢00'v 08¥'¢ O lelysnpul'g
¥.62°0S€ (818°LL (0] 2 74 [ATA %S 1LE°GE G628V 0¥8'Ge 1G8°9¢ 991°8¢ 195°9¢ 0L0'8L 09G°v¢ 43 44" [ [euonnyisuj/fernJswiwo] )
¥818'8L¢C [8¥0°L 80191 €lele 860°L¢C 962'L¢ 8.6°L¢ Lv0'eC oov'le JAAVA" 6LCPYL 9€091 esy'LL O lenuspisay Ajwe-nnA‘g
¢62'.8¢l 192889 26806 £0€9€L  |922°0¥L |0LV'¥6L |0SO°¥PSL |68V°€9L |8YSGLGL |0€8'VOL |LEV'L9 96.'v9 128'6¥ 0 lenuspisayAjiwe4a|buiS'y
|elo| 29( AON 190 dag bny e unpe Aepy 1dy e EN uer A\ XOQ » ‘papN|oul SI pajoAdal §|
3934 2Ignd palpuny ] suoj|eb uol|jiw 7] 1994-2.108 ] _>._®>__®_u JO Sjiun - SaLIdAlja( 19)eAN po.1d)dlN b
;Juswieal) Jo [aAaT]
:(s)ioiiddns sjesajoym pajoAoay [z :(s)Jeiiddns sjessjoym ajqejod /1
\m pajoAoay
I81\\ paleanun
GO9C'L/LGC |CECGLL |€690°¥SL |LLZGCvC |2200°2¢8C 998°0CE |88GL'0CE |2G998°L62 [£€696°19C |¥E8G€0Z |8902°8SL |€9.1°C0L |8¥CS 601 a/qejod jejoL
,, paseyoind
8oeling | s|gejod
G9C'L/LG¢C |ceeGLL  |€690'VSL |LLcS ek 220028 |SG8'0CE |88GL'0CE |2998°L6¢C |€696'V9¢C |¥€8S'€0C |8902'8S) |€9.1°¢0L |8¥CS 601l Sliem
[e10 | 29( AON 190 deg bny Ine unp Aep 1dy I go4 uer
3934 21qNnD palpuny ] suojjeb uoljjiw [7] 199)-2.08 ] :uononpoud Jo siun - wasAS ayj ojuj idjepq jeyol ‘g
18201 IV.LOL $9|q0Yy osed Jo AlD :POAISS SBIIIUNWWOD JO SBWEN
uonebL| [einynouby 005°‘6Z :ponias uoneindod
6S 1PY10 odsiqo sinq ueg :Ajuno)H
JA%S uonebul| adeasspue woo Ajoud -mmm :8}ISqapA %
L2 |euysnpuj woo Ajoid@weyunpy  :jlew-3 ” m.\..u W fa)
889 [euonnjsuj/[ernJswwo) 96G9-.€¢-508 xed m 8 @ »
00t [enuapisay Ajlwey-jniy 998¢-/€¢-G08  -duoyd Wu m (@) W
2el8 lenuapisay Ajwed ajbuis [l SN 181 A BNl o X %, W
paislawun | palejely |pelelowun| paisisn weyung Ay : 10euod % w o) m
sse|D Jawoisn) . o © O <
BN ERIREN I8)ep\ 9|gelod suoponijsul papiroid ay) mojjoj 8sesid  — n° ¢ =
SUO0I)odUUOY) 9IINIBS BAIJIY 2 uoneuwiojuj jelauas) ‘L nvu, % 2 m
800¢ IedA Jepusieg SOILSILVLS NILSAS 431LVM Jl1and oSda &

KouabBy seoinosay |einjeN eluiofeD

S30HNOSIY H31VM 40 LNINLHEV43Id

eluIo}eD JO 9)elS



€ J0 gz obed - ¢ "ON wa}| epusby

000619'S$ 000680°€$  [000°262°L$  [000°6.5¥S  [000¥6.°8$ 000'800°9L$ [000'916'2$ [000°0LE'ES [000'298°G$ [00072€9°'G$ [000°SES 000°0¥ES 000°26%1§ [000°208°21$ [000222'S$ [000°128%S [000°08%LS | =siejoL]
000'06°21$ 000'9v1'e$ 000'615'28 _ 000°KZ'LS  000'2L€'Z8  000'ELES 000'061$ 000'%28 000'14°L$ _000'898 000'99$ 000'9$ 000'198 000'85$ 000'1£2$ 000'%5$ 000'25$ 000'05$ = Suswoenoidw] auyedd [e101ns |
LI€095'LS LIE°0951S 9252 W81 01 py Wodiv[ 2¢
woy py auur uf aulEleM 91 - 934
9591 1S 9591 1S UoNo9UU00 Se[a0Y | 1E
BUIA Joj Uoisuaxa auijadid py auurT|
SLII6YLS SIII6rLS 15 buids pue| 0g
IS PIEZ 1S BuId Ul BUILBIEM ) - BLM|
1y922r'es 11522r'eS 1S UI9E 011S UvZ| 82
wouy 1 Buuds ul BulBIEM Z1 - LA
S56'€66S 596'€6€8 SNIO| 22
0115 BUIA WX IS PIE Ul BUIBIEM 8
090'2L5$ 090'225% Buuds| oz
01320 SIS UI9 PUE U)G UO PUE 1S 1L O)
1S Ul WOy 1S YEO Ul BUIBIEM .8 - 8
¥86'858 ¥86'825% anY pisiond| 62
PUE IS UlpZ Ul SUIBOIEm 01 - LM,
981'69v$ 98'69%$ IS PIEZ ONIS| #Z
6L WO IS BNIO Ul SUIOIEM ,8 - OLM)
£162628 €16'2628 1S ¥EO 0115 aNI0| €2
Wou 1S puzg Ui Bullelem .0 - OM
19821 1982118 1S Bunds opis| 2z
§EO WO IS PUZZ Ul BUIB}eM 8 - M,
6892995 6892995 dLMM 011 Bunds| 1z
W01} 1S UIgE Ul SUIBBIEM 01 - Y,
9102928 9102948 oAV MeINIES PUE 1G] 02
9e] OJUBIUIDBN Ul BUIPBIEM ,ZL - LLA
Zv9621$ Zv9621$ 10 1S9DIIH 011G [IH 8981oL| 6F
I W0L 1S UIGL Ul SulpeleM ,8 - ELM,
9/87811S 6Y9°€68 150'068 785988 vszess 250088 €16'918 20V 9LLLS 821’895 161598 992°€9§ €€8'09§ £6v'858 €V2'95% 080°75S 000255 000°05% Weiboid SAe/\ [enuuy| 21
8167298 8167295 opeibdn Jeisoog ied pueiybi - 9L M| 9k
0/5815$ 0/5815$ 1S WIZL 011S Uizl 159M Wolj uoz| 61
Sied PUBIUBIH Ul BUIGIEM 8 - PLM,
SUaWaR0IdW] U]
000'666'21$ 000'522$ 000'912$ 000'802$ 000'002$ 000'261$ 000'81$ 000'821$ 000'121$ 000'0z5's$ __|000'80'sS _|000'8€$ 000'98$ 000'€$ 000'v€$ 000'z€$ 000'281$ 000'0£2$ = spoloid Uoje)S 42)S00g pUE YuUEL [E10IGNS
000'08S'L$ 86C.81S ¥60°08LS 89L'ELIS £05'991$ £01°091S SYE'ESLS v20'8Y1$ LEETYLS LS8'9ELS £65'LELS S30IAep Bupeal Jelw| b
pesodoid ay) Jo wieiboid juawiee|da|
1818 BUIOBUO - SIBIO SO
SEL'9SLS SEL'9SLS z
Jojesauab J21s00q 1931IS UIZ)
8106155 09V'ZE§ 610'9€§ VEIVES L0E'EES 1202$ 68L0€S 509628 99v'828 IS0V 81v'66S 096'Z€§ 00596 960'5ES 9YLEES 8Yv'Zes 00Z'1€$ 000°0€$ Siiede) buneoo| |1
Jo wesoid sejnBo. - SYUEL JSEM
¥58'829018 191°ZrE's  [€69961SS |08 08 0000028 JoNIaSeY 190115 151Z| 0L
000'902°21$ 000'842°Z$ 000'09€$ 000'9€$ 000'866'L$ __|000'02€$ 000'80€$ 000'962% 000'802'1$ __|000'7228 000'¢92$ 000'¢52$ 000'c¥2$ 000'%04'L$ __|000'522$ 000'912$ 000'%¥0'L$ _|000'002°1$ = Suswen0Id M [E101GNS
SZTIEVLS 1862L8LS V10'599°LS ZIEELY LS 658'691°1S 000°000°1$ [EEDEG
MO|IBPUN PUE ‘SIBI0IRYD POOMUDERE
uss|0) weiboid Bulup fjam maN|
195°G€8S 195°G€8S LA BN poomuaus| 8
2056EL S 965V LES 681°09€$ SEE'OVES SL0EEES 90Z'02€$ 168'208S 6v0'962% 299'v82S viLEses 9816928 ¥90'€52S LEEENZS ZI6EES €26'v2eS 0z€'9128 000'802$ 0000028 oM [enuty| £
2
000'20'95$ 0§ 0s 0 0§ 000'696'2$ 000'sze'51$ |000'898'28 |08 03 0$ 0$ 08 0$ 000'218'9$ |000'526'v$ | 000'885'e$ _[0$ = 109f01d JSIEM OJuUBILUIOEN [E10IGNS
000299°0€8 861769628 S9ZSZEGIS |9L6L9ELS J0)e1eUsB| z
pajeaipap pue ‘uoyeuozo ‘siaas ale(d|
e10u “Ayoedeo uonexy pepuedxa jo
sisisu00 ‘GO § 0} puedx3 - || seyd|
000'08€52S ILI'9189S |09E'SL6WS | 000'88S€S oM L
pue ‘siojesousb AGpuers pejeoipap)
‘walsAs A1anooas ysemyoeq ‘auadid|
1se3 iey ‘uonels duind pue Jionsasal
1ojem pajear) uswieaeid ‘Buipiing|
Qejeud Ui pesnoy wayshs aueiquiaw
10 SIS15U00 HAlI0RS QDI ¥ - | 958U
1afoid Jajep ojuaiLeN|
:s100l01d 191EM
1503 925207 Ad | SCVZ0ZAd | VZE20ZAd | €2220ZAd | 22120z Ad 120202 Ad | 0Z-6L0ZAd | 61-8L0ZAd | 8L-LL0ZAd | Zb-9L0ZAd | 91-GLOZAd | SLVLOZAd | VI-CHOZAd | EFZL0ZAd | Z-LHOZAd | LI-OLOZAd | 01-600Z Ad ¥oeloid
193rodd V101
1 o Sh v €l z [0 o 6 8 L 9 S v € z v 0

Buiseyd jue|d jJuswijesl) QO 8 < b
m.m>_m:< ajey J9)ep\ ajeuldlly 10) 1D U@«Nﬁn—j
139ang ('d'I'0) NVID0Ud LNIWIAOUINI TVLIdVD ¥VIA-9L
V XION3ddV

sishjeuy ajey JajeM aAnEUIB)Y 0102/6002
Aunn 191eM s9|qoy ap osed |2 4o AN



ORDINANCE NO. XXX N.S.

AN ORDINANCE OF THE CITY OF EL PASO DE ROBLES
AMENDING SECTION 14.04.020 OF THE CITY OF EL PASO DE ROBLES
MUNICIPAL CODE TO ESTABLISH A
UNIFORM CONSUMPTION-BASED WATER FEE STRUCTURE

WHEREAS, the City of Paso Robles has traditionally relied upon the Paso Robles
Groundwater Basin and the Salinas River underflow as sources of water for its citizens;
and

WHEREAS, recent studies have indicated that the Paso Robles Groundwater Basin is
rapidly reaching safe annual yield due to heavy usage and demand; and

WHEREAS, continuously increasing use of well water is associated with further
diminishment of groundwater quality, which in turn results in higher costs to treat
wastewater discharged to the City's wastewater system in order to meet State water
quality standards; and

WHEREAS, beginning in 1991, the City Council studied a variety of possible alternative
water sources that might be available to provide a good, continuous and reliable source of
water for the citizens of Paso Robles and to decrease dependence upon well water; and

WHEREAS, the City Council, after much study and public discussion, determined
several years ago that the City should participate, along with other cities and public
entities in San Luis Obispo County and the County of San Luis Obispo, in the
Nacimiento Water Project (the "Project"); and

WHEREAS, the City’s well water supply, and its uses and softening thereof, create
constituent loads that exceed wastewater discharge limits, and Nacimiento Water presents
lower initial constituent loads that, when blended with well water, reduce the overall
loading thus diminishing the frequency of constituent limit breaches; and

WHEREAS, in July 2004, the City executed the Nacimiento Project Water Delivery
Entitlement Contract (the "Contract") in which the City committed to pay for its
proportionate share of the costs of the Project and for the delivery of water; and

WHEREAS, the Project will serve both existing City water customers as well as future
water customers; and

WHEREAS, on August 17, 2004, the City Council adopted Ordinance No. 882 N.S.
which enacted certain increases in City water fees in order to help pay for the City's share
of the estimated costs of the Project for existing water customers; and

WHEREAS, the City's Integrated Water Resource Plan adopted on May 1, 2007 includes
the construction of a proposed water treatment plant (the “Proposed WTP”), the purpose
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of which is to process water delivered through the Project and blend it with well water
before delivering it into the City’s water distribution system; and

WHEREAS, the Project and the related Proposed WTP are necessary components of the
City's water delivery system; and

WHEREAS, to ensure that existing water customers would pay only for their share of the
Project and the Proposed WTP costs, the City retained the firm of HF&H Consultants to
help determine the appropriate water connection fees that should be charged to new
development in order to assure that new development would pay for its fair share, i.e.,
fifty percent (50%) of the costs of the Project and the Proposed WTP; and

WHEREAS, on March 17, 2009, the City Council adopted Resolution No. 09-032 which
increased connection fees that would be charged for new development in the City (the
"New Development Connection Fees") and which established that New Development
Connection Fees would pay for fifty percent (50%) of the costs of the Project and the
Proposed WTP over time; and

WHEREAS, any additional water supply needed above the current 4,000 acre-feet
allotment of Nacimiento Water will be paid for by new development; and

WHEREAS, the California Supreme Court determined in Bighorn-Desert View Water
Agency v. Verjil (2006) 39 Cal. 4™ 205, that fees for water delivery service are "property-
related fees" subject to the procedures set forth in Proposition 218; and

WHEREAS, these procedures include the mailing of notices to all property owners of
record and ratepayers notifying them of the date, time and place of a public hearing on a
proposed rate increase, the purpose of the fee, the calculation of the fee, and the right to
file a written protest to the fee; and

WHEREAS, on August 7, 2007, after following the procedures required for property-
related fees under Proposition 218, and because written protests were not filed by a
majority of the property owners, the City Council adopted Ordinance No. 935 N.S.,
establishing new water rates, which ordinance was subsequently repealed by Ordinance
No. 939 N.S. after a referendum petition with a sufficient number of signatures from
registered voters was submitted; and

WHEREAS, the City retained the firm of Kennedy/Jenks Consultants to undertake a
comprehensive review of the City's water rate revenues and costs of water delivery
operations, which was presented to the City Council on July 1, 2008; and

WHEREAS, upon further consideration and study and public input, the City Council
determined on September 16, 2008 that the proposed water rate structure would be
unduly burdensome upon water customers, and directed staff to consider an alternative
approach; and

1294563v6 33444/0015 2

Agenda Item No. 4 - Page 30 of 34



WHEREAS, Kennedy/Jenks Consultants presented a revised study, dated September 29,
2008, analyzing an alternative "pay-as-you—go" approach that would both phase in the
Proposed WTP expansion over a longer period of time and cover existing operational
costs without incurring any additional long-term debt; and

WHEREAS, after again following the required procedures under Proposition 218 and
because written protests were not filed by a majority of the property owners, on February
3, 2009, the City Council adopted Ordinance No. 953 N.S., to adopt a combined fixed
and variable water rate structure; and

WHEREAS, a referendum petition containing the requisite number of qualified voter
signatures was submitted to the City challenging Ordinance No. 953 N.S.; and

WHEREAS, a special election was held on November 3, 2009, and Ordinance No.
953.N.S. was not ratified; and

WHEREAS, at the City's request, Kennedy/Jenks Consultants prepared additional studies
and reports in connection with a revised water rate structure based on water consumption;
and

WHEREAS, as documented in the Kennedy/Jenks Consultants study, dated January 25,
2010, current water rates generate approximately $6.3 million per year, while water rate
revenues of $13 million are needed to pay for the City's costs of operating the water
system, which includes the City's contractual obligations for the Project and the costs of
the Proposed WTP; and

WHEREAS, bonds were issued by the San Luis Obispo Flood Control and Water
Conservation District to pay for the cost of the Project and the City is obligated under the
Contract to pay for its share of the debt service on the bonds and other Project costs upon
completion of the Project; and

WHEREAS, the Project is expected to be completed and begin water deliveries in 2010;
and

WHEREAS, the Court of Appeal in Paland v. Brooktrails Township Community Services
District (Dec. 3, 2009, Case No. A122630) confirmed that revenues from water service
rates can pay both for fixed operating and maintenance costs as well as capital costs,
including those for improvements to increase capacity that will serve already-connected
customers; and

WHEREAS, also on February 2, 2010, staff presented to the City Council a water rate
proposal, along with the consultant's reports, based on consumption; and

WHEREAS, the proposed water rates are set at levels to ensure that existing water
customers will pay for one-half of the City's share of the Project and Proposed WTP
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costs, while the New Development Connection Fees will pay for one-half of the City's
share of the Project and Proposed WTP costs over time; and

WHEREAS, after considering proposed rates and hearing public testimony, the City
Council directed staff to take the necessary steps under Proposition 218, including the
mailing of notices regarding a public hearing to consider a proposed ordinance to adopt a
consumption-based fee structure; and

WHEREAS, the City identified the parcels upon which the rates will be imposed,
calculated the amount of the rates, and mailed notices on February 8, 2010 to all record
owners and tenants of properties responsible for water charges, which notices provided
information on the proposed rates, the basis for the calculation, the reason for the rates,
and the date, time, and location for a public hearing which was not less than 45 days after
the date of mailing; and

WHEREAS, the City Council held the duly noticed public hearing on April 6, 2010 and
considered any and all property owner and tenant protests; and

WHEREAS, at the public hearing on April 6, 2010, the City Clerk attested that written
protests against the water rates had not been filed by a majority of property owners;

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF EL PASO DE
ROBLES DOES HEREBY ORDAIN AS FOLLOWS:

SECTION 1. In accordance with Article XIII D, Section 6(b), of the California
Constitution, the City Council makes the following findings:

A. The revenues derived from the water rate increase do not exceed the funds
required to provide water service because the rates are calculated to allow the City to
recover its costs associated with (i) its contractual obligation to pay for a portion of the
costs of construction of the Nacimiento Water Project; (ii) to the extent possible, a
portion of the costs of the design and construction of the Proposed WTP; and (iii) the
other necessary and essential ongoing costs of operation and maintenance of the City’s
water delivery system. This finding is based upon the information contained in the
notice, the January 2010 Kennedy/Jenks Consultants study, the staff report to the City
Council at the public hearing and the testimony presented at the public hearing.

B. The revenues derived from the water charges will not be used for any
purpose other than that for which the charge is imposed. This finding is based on the fact
that all revenues collected from water customers are deposited into a designated fund for
such water operations purpose.

C. The charges do not exceed the proportional cost of the water service
attributable to each parcel. This finding is based on the fact that the proposed rates are
based upon the City's actual total cost of providing water service to its customers, divided
by the actual amount of water used on such parcel.
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D. The proposed increases in the rates are intended to balance the anticipated
increases in the costs of delivering water and the possible reductions in the amount of
water used.

SECTION 2. Effective January 1, 2011, paragraph C. of Section 14.04.020 of the Paso
Robles Municipal Code is hereby revised in its entirety to read as follows:

""14.04.020 Fees

"C. Fees — Water Usage Rates. The monthly rates to be charged and collected
for all water consumption, including private fire lines, bulk water delivery or fire
hydrant usage, from every water customer, including, but not limited to, any person,
school, business entity or corporation, shall be charged at rates established by
ordinance of the City Council.

The water usage rates shall be reviewed no less than annually in conjunction with the
update of the city's budget to ensure that water user fees then in existence do not
exceed the costs of providing water service within the City."

Beginning on January 1, 2011 the monthly water usage fee to be charged for each unit
of water, or 748 gallons, used shall be as follows:

January 1, 2011: $2.50/unit
January 1, 2012: $3.20/unit
January 1, 2012: $3.70/unit
January 1, 2014: $4.10/unit
January 1, 2015 $4.40/unit"

SECTION 3. Severability. Should any provision of this Ordinance, or its application to
any person or circumstance, be determined by a court of competent jurisdiction to be
unlawful, unenforceable or otherwise void, that determination shall have no effect on any
other provision of this Ordinance or the application of this Ordinance to any other person
or circumstance and, to that end, the provisions hereof are severable.

SECTION 4. Effective Date. This Ordinance shall take effect thirty (30) days after
adoption as provided by Government Code section 36937.

SECTION 5. Publication. The City Clerk will certify to the passage of this Ordinance by
the City Council of the City of El Paso de Robles, California and cause the same to be
published once within fifteen (15) days after its passage in a newspaper of general
circulation, printed, published and circulated in the City in accordance with Government
Code section 36933.
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Introduced at a regular meeting of the City Council held on April 6, 2010, and passed and
adopted by the City Council of the City of El Paso de Robles on the 20th day of April, 2010
by the following roll call vote, to wit:

AYES:
NOES:
ABSTAIN:
ABSENT:

Mayor, Duane Picanco, Mayor

ATTEST:

Lonnie Dolan, Deputy City Clerk
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