City of St. Helena
Water and Wastewater Rate Study Advisory
Committee
Regular Meeting
Fire Department Training Room, 1500 Main
St., St. Helena
Tuesday, September 13, 2022 @ 10:00 AM

PLEASE NOTE: Any person who wishes to speak regarding an item on the agenda or make a
comment under the "Oral Communication" portion of the agenda may do so, but please observe
the time limit of four minutes.
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1. CALL TO ORDER

2. ROLL CALL
Chair: Mario Trinchero
Vice Chair: Walter Nirenberg - Teleconferencing from 4 Rue Honore Chevalier,
Paris, France 75006
Committee Members: Arlene Corsetti, Garry Rose, Sean Maher, Mark Smithers
and Peter McCrea.
Staff Liaison: Mandy Kellogg, Assistant Administrative Services Director

3. PUBLIC FORUM:
An opportunity for the public to directly address the Committee on items of
interest to the public that are not listed on the agenda. Any person addressing
the Committee should provide his or her name and address, and limit comments
to four minutes. Because of restrictions imposed by the Brown Act, the
Committee may not engage in substantive discussion, nor take action on
matters not described on the agenda.

4, REPORTS BY STAFF AND BOARD
Reports by staff and/or Committee on items of general interest. Brief questions
for clarification may be posed and answered, and Committee may request that
items be placed on a future agenda. Except under certain circumstances, the
Brown Act prohibits_any other discussion or _action by the Water and
Wastewater Rate Study Advisory Committee.

5. OLD BUSINESS:
5.1. Open House Debrief 3-32

Pricing Objectives Exercise
Reserves Policies

Capital Improvement Program (CIP)
Future Meetings

Recommendation:

Discuss and provide feedback.

St. Helena Rate Study Presentation
6. ADJOURNMENT
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The next regular Water and Wastewater Rate Study Advisory Committee
meeting is scheduled for TBD at 10:00 a.m.

This agenda was posted at City Hall, 1572 Railroad Avenue, and at St. Helena
Fire Department Training Room, St. Helena, California on September 9, 2022.

Cindy Tzafopoulos, City Clerk

In Compliance with the Americans with Disabilities Act, if you need special
assistance to participate in this meeting, please call the City Clerk’s Office (707)
968-2742. Notification 72 hours prior to the meeting as required by Section 202
of the Americans with Disabilities Act will enable the City to make reasonable
arrangements to ensure accessibility to this meeting.
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City of St. Helena

Water and Wastewater Rate Study Update
Rate Study Advisory Committee — September 13, 2022

R RAFTELIS ST. HELENA

NAPA VALLEY'S MAITN STREET
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Pricing Objectives Results
Reserves Policies Discussion
CIP Evaluation

Next
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Pricing Objectives

Exercise

O
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Pricing
Objectives

Revenue Stability

Financial Stability

Administrative Ease

Defensibility

Conservation

Customer Understanding
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PRICING OBJECTIVES RESULTS
City Council (CC)

Importance Objective CC Ranking
Most Important Financial Stability 1
Very Important Conservation 2
More Important Equity 3
Important Affordability 4
Important Rate Stability 5
Somewhat Important Defensibility 6
Less Important Customer Understanding T7
Least Important Administration T7
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PRICING OBJECTIVES RESULTS
RATE STUDY ADVISORY COMMITTEE (RSAC)

Importance Objective RSAC Ranking
Most Important Equity 1
Very Important Financial Stability 2
More Important Conservation 3
Important Affordability 4
Important Rate Stability 5
Defensibility 6
Customer Understanding 7
Administration 8
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PRICING OBJECTIVES RESULTS

COMPARISON

Importance Objective CC Ranking RSAC Ranking
Most Important Financial Stability 1 2
Very Important Conservation 2 3
More Important Equity 3 1
Important Affordability 4 4
Important Rate Stability 5 5
Somewhat Important Defensibility 6 6
Less Important Customer Understanding T7 7
Least Important Administration T7 8
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KEY OBJECTIVES

Objective

Financial Stability

Conservation

Equity

Definitions

Adequate revenues and stable cash flows

Reduce overall water demands
(per capita, large volume user, and peak water use)

Fairness among and between classes;
intergenerationally between current and future ratepayers
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KEY OBJECTIVES -
FINANCIAL APPROACHES

Financial Stability Conservation Equity

Strong reserves policies Robust conservation program Debt financing major capital

Utilize debt financing for major fundlng e. rebateé, audits, leak projects
capital projects (smooth cash detection, messaging

outflows)

Maintain drought rates during
shortage
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KEY OBJECTIVES -

RATE STRUCTURE APPROACHES

Financial Stability

Maintain a high level of fixed
charges

Evaluate tiered water rates with
few tiers

Evaluate a fixed wastewater
charge for Residential users

Conservation

Aggressive tier breakpoints
(smaller allocation in the lower
tier(s))

Maximize tiered rate differential
to the greatest degree possible

Higher level of variable rate
revenues

Equity

Evaluate several water rate
classes (e.g., Residential, MFR,
Irrigation, Commercial, etc.)

Maintain numerous non-
residential wastewater strength
classes

Follow through evaluation of
Inside/Outside City rates and
elevation surcharges
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Financial Policy Overview

Goals of Financial/Reserve Policies:

Mitigate risk
Revenue instability
Emergency asset failure
Volatility in working capital

Credit
Maintain/achieve a specific credit rating
Determine most opportune time to issue debt

Importance of Financial Policies:
Maintain financial solvency
Provide guidelines for sound financial management
Enhance financial management transparency
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Financial Health Indicators

Healthy Reserves

Operating Reserve — results from positive
cash flow

Capital Reserve — can award contracts
quickly and speed up projects if necessary

Rate Stabilization — funds used during
periods of revenue shortages (i.e., drought)

Emergency — funds available in case of asset
failure or natural disaster

Debt Coverage Ratio
Meet/Exceed minimum requirements
Achieve/maintain good credit ratings

If there is no debt, what is the utility’s debt
capacity?

How much are you able to borrow with
current rates?
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DEVELOPING RESERVE TARGETS —
CONSIDERATIONS AND APPROACHES

Operating
Billing frequency
Timing of operating expenses
History of non-payment / uncollectible
Capital
Multiple of annual planned capital
System depreciation
Percent of asset valuation
Rate Stabilization
Probability analysis: likelihood of drought or demand reductions
Sensitivity analysis for revenues and expense
Other management tools, example: drought rates
Emergency
Critical asset replacement analysis
History of failures, example: line breaks
System risk assessment to quantify emergency needs

14
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EXAMPLE RESERVES POLICY - WATER

City of Camarillo 90 days O&M 1-Year Depreciation

Placer County Max: 150 days O&M LR Neé?RyearS 8

Water Agency LEUDCETHOL Min: Next 2 years of R&R
o Minimum or Next Year

Borrego WD 90 Days O&M Paygo CIP

Montecito WD ~90 days O&M $500k

City of Ventura 25% Of Annual O&M Annual Avg. R&R

Scotts Valley 90 days O&M 1-Year Depreciation

City of Hayward 25% of Annual Expenses Annual Avg. 5-year CIP

. 0, !
Marin MWD Target: 50% O&M Annual Avg. 5-year CIP

Min: 25% O&M

Target: 14 months of Operating
(O&M + Debt Service)
Minimum: 10 months of Operating
(O&M + Debt Service)

City of St. Helena

1% of Total Assets

2% of Capital Assets

$500k

2.5% of Capital Assets

*Policy also includes a 5% annual O&M Contingency Reserve and $1.5M water supply reserve
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5% of Commodity Revenue

30% of Commodity
Revenue

20% of Commaodity
Revenue

25% of Commodity
Revenue

100% of New Debt

15
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EXAMPLE RESERVES POLICY —WATER
(In the Neighborhood)

City of Calistoga

Town of Yountville

City of Napa

City of Santa Rosa

City of St. Helena

90 days of O&M

30% of O&M

Target: 90 days of O&M
Minimum: 45 days of O&M

15% of O&M

Target: 14 months of Operating
(O&M + Debt Service)
Minimum: 10 months of
Operating
(O&M + Debt Service)

5% Asset Value

10-20% Annual CIP (CIP
Reserve)
10-20% Annual CIP (R&R
Reserve)

5-10% Annual O&M
excluding debt

Engineering earthquake
assessment (>$6M)

5-10% of Water Sales
Revenue

16
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EXAMPLE RESERVE POLICY —- WASTEWATER
(In the Neighborhood)

City of Calistoga 90 Days of O&M
Town of Yountville 30% of O&M 5% of Asset Value

12 Months of O&M

Napa Sanitation (Operating & Cashflow)

Approximately $500k

. Engineering earthquake
0 ?
City of Santa Rosa 15% of O&M 7 assessment (>$7M) $1M

Target: 8 months of O&M
City of St. Helena Minimum: 6 months of O&M

17
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WATER ENTERPRISE — POLICY OPTIONS

Target: 14 months of Operating
(O&M + Debt Service) None None None
Minimum: 10 months of Operating
(O&M + Debt Service)

Existing Policy

Four Months O&M +

Alternative 1 Annual Debt Service Annual Avg. 5-year CIP (Unfunded) N/A None
Alternative 2 SIS D O EIENIy Annual Avg. 5-year CIP (Unfunded) $2M None
(O&M + Debt Service) ’
18
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WATER ENTERPRISE -
CORRESPONDING TARGETS

: : Rate
- Operating Capital Stabilization Total Reserve ($)

Existing Policy Te,:;?ngt;sgstM None None None Target: $8.8 M

Min: $6.3 M
Alternative 1 $3.2M $4.6 M None None $7.8 M
Alternative 2 $3.8 M $4.6 M $2M None $10.4 M
19
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WASTEWATER ENTERPRISE —

POLICY OPTIONS

Existing Policy

Alternative 1

Alternative 2

Target: 8 months O&M
Minimum: 6 months O&M

Four Months O&M +
Annual Debt Service

Six months Operating
(O&M + Debt Service)

N/A

Annual Avg. 5-year CIP
(Unfunded)

Annual Avg. 5-year CIP
(Unfunded)

N/A

N/A

$1M

N/A

N/A

N/A

20
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WASTEWATER ENTERPRISE —
CORRESPONDING TARGETS

: : Rate Total Reserve

Target: $2.4 M

Target: $2.4 M
Minimum: $1.8 M None None None

Existing Policy Minimum: $1.8 M

Alternative 1 $1.4M $1.2M N/A None $2.6 M
Alternative 2 $1.8 M $1.2M $1 M None $4.0M
21
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RESERVES POLICIES AND KEY POLICY
OBJECTIVES

Financial Stability & Equity
Enhanced reserve policies mitigate revenue risk
Improves credit worthiness for future borrowings
Use of debt financing for major long-term CIP (inter-generational equity)

Rate stabilization reserve mitigates potential rate shocks from water
shortage conditions or revenue shortfalls

Could help minimize drought rates and impacts to low volume and low income
customers
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RESERVES POLICIES AND OTHER CONSIDERATIONS

Existing Financial Health

Raising rates to achieve reserves policies alone is not a popular approach or
message to customers

Access to outside funds
Example: Line of Credit with a bank

Future borrowing and credit rating
Days cash on hand
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WATER ENTERPRISE - ANNUAL PROGRAM AND
PRIMARY PROJECTS

* Napa Intertie
« Water Treatment Plant

- Bell Canyon Intake Tower

+ Spring Mountain (Holmes Tank)

FY 2023| FY 2024 FY 2025 FY 2026/ FY 2027| FY 2028 FY 2029 FY 2030 FY 2031| FY 2032

Water $28M $36M $41M $54M $6.1M $11.7M $45M $45M $44M $4.4M

Recycled Water $16M $1.0M $0.5M
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WASTEWATER ENTERPRISE -
PRIMARY PROJECTS

« WWTP Upgrades (Majority-funded with USDA Loan)

« Sewer replacement, Crinella lift station, high priority pipe replacement (Funded with GO
Bond proceeds)

- Recycled Water — Distribution to Crane Park’s Irrigation

FY 2023 | FY 2024 | FY 2025 | FY 2026 | FY 2027 | FY 2028 | FY 2029 | FY 2030 | FY 2031 | FY 2032

Sewer $28M $1.0M $01M $06M $05M $1.4M $1.4M $1.0M $1.0M $1.0M

Recycled Water $0.1M $16M $1.0M $05M
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CIP SUMMARY

Water CIP
10-year historical annual spend: $1.1 M

Forward looking annual spend: $5.2 M ($5.5 M average including Recycled
Water Costs)

Sewer CIP
10-year historical annual spend: $0.9 M

Forward looking annual spend: $1.1 M ($1.5 M average including Recycled
Water Costs)

Only considers CIP funded through rate revenues (cash or future
debt service)
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POSSIBLE CIP SCENARIOS

Front-loaded with additional internal/external financing, if capacity
Individual project prioritization

Assumed capital completion rate (example: 75% of programmed capital)
Inclusion/exclusion of future recycled water projects
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29

Next

Next

Preliminary Financial Plans

Rate Structure Modification Options
Then

Revised Financial Plans
Preliminary Rates
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= RAFTELIS

Thank you

Contacts:

Kevin Kostiuk — 213.262.9309 / kkostiuk@raftelis.com
Jim Armstrong — 805.395.1674 / jarmstrong@raftelis.com
Jonathan Jordan — 213.262.9305 / jjordan@raftelis.com
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