City of St. Helena
Ad Hoc Committee
Special Meeting

465 Main Street, Vintage Hall Board Room - Second
Floor, St. Helena, CA 94574
Saturday, May 20, 2017 @ 9:00 AM

Page
1. CALL TO ORDER
2. ROLL CALL
Ad Hoc Utility Rate Committee Members:
Chair Bonnie Long, Vice Chair Tom Vence

Committee Members Chris Dann, Lester Hardy, Joel Gott, Doug Cutting and
Mark Smithers

City Council Liaisons: Mayor Galbraith and Councilmember Mary Koberstein

3. PUBLIC COMMENT PERTAINING TO AD HOC UTILITY RATE COMMITTEE:
Please observe the three minute limit.

4. NEW BUSINESS
4.1. Model Update by Catherine Hansford

4.2. Review of Escalation Rate Assumptions included in the Utility Rate
Study adopted 11/29/16

4.3. Review and discussion of outstanding questions presented at the 3-11
Wednesday, April 26, 2017 Ad Hoc Utility Rate Committee meeting

Edited Questions Ad Hoc 5.20.2017
Public Comment.Lois Battuello

4.4. Discussion and providing direction on scheduling an additional Ad Hoc
Utility Rate Committee meeting

5. DISCUSSION OF ITEMS TO BE PLACED ON THE NEXT MEETING
AGENDA:

5.1. What is an assessment district and how does it work?

6. ADJOURNMENT

The next Ad Hoc Utility Rate Committee meeting is scheduled for "to be be
determined".

This agenda was posted at City Hall, 1480 Main Street, and at Vintage Hall,
465 Main Street, St. Helena, California on May 19, 2017 at 8:45 am.
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Cindy Black, 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) 967-2792. 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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Agenda Item #4.3.

How many agreements does the City have with other water customers and
were the agreements reviewed and taken into consideration when formulating
the new rate methodology. What was the outcome?

Could you discuss the current water base rate structure and provide some
rational and explanation on why rates are not completely based on how much
demand each customer places on system

Please provide methodology used to assign base WW service charge to
various wastewater customer categories. How are volume and strength
considered in the methodology. There does not seem to be a metric for
volume difference in the base wastewater service charge.

Does the modified rate structure better match the size, use, and strength of a
customer vs the adopted rate structure?

What can be done to mitigate the large WW base charge rate increases for
small businesses who have come to the City Council fearful that they will go
out of business

Please explain rational for charging Mobile homes and Multifamily WW
service charge by arbitrarily treating each unit in VV as a residential WW
customer category

This approach, has resulted in the park's WW base service charge to
increase from approximately $2,100 per month to $9,100 per month (333%)
under the current schedule with further steep escalation to occur beginning in
November 2017. Could this issue be resolved by adapting the modified rate
structure or going back to the old rate structure.

In the past two fiscal years, the city manager's staff has grown from 2.0 to 4.5
full time employees and 33.5% of the projected salary and benefits paid to
these employees will be taken from the water and sewer enterprise accounts.
When the city manager and staff oversee the management and operations of
the public works department along with the police, fire, city attorney, finance,
library, recreation and planning departments, how can such a large
percentage of the city manager's salary and benefits be justified being paid
out of the water and sewer enterprise accounts?

Meadowood

a. Why did we eliminate the Meadowood Surcharge?

b. Provide an analysis of all the costs associated with servicing Meadowood
area customers.

c. Are we required to maintain or service meters or any other aspects of the
Meadowood / Oak Knoll area customer system? Have we or are we
establishing a rate stabilization fund?
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Agenda Item #4.3.

How many agreements does the City have with other water customers and
were the agreements reviewed and taken into consideration when formulating
the new rate methodology. What was the outcome?

Many municipal water districts have gone to the effort to research the
difference in expense to deliver water to city customers verses rural
customers. For example, the city of Napa charges its out-of-city water
customers 45% more than its city customers. Would it be possible for our
city's staff to review other city's rate structures to determine whether or not we
are missing opportunities to base our rate structure using applicable city's
justifications?

Almost every other municipal water district charges residential customers
different base rates for 5/8" and 1" meters. If the added cost can be justified
based upon potential volume use, why isn't St. Helena doing the same with its
rate structure?

What is the recommended amounts that should be set aside for reserves,
sinking funds, designated, and undesignated funds?

O&M and Rehabilitation and Capital Projects have different risk profiles so
shouldn’t that fact be considered when determining the Reserve amounts?
How are designated funds used?

What attributes to the increase in expenses over the past few years for the
water and wastewater systems?

Has City staff looked at Cost of Service issues regarding the cost of delivery,
maintenance, replacement, administration, liability etc. of providing water to
entities outside the City and if so, were these costs allocated to the rates to
these entities.

The projected revenue requirements listed in Table 10 of the Water
Technical Memorandum and Table 7 of the Waste Water Technical
memorandum have the following assumptions for increase in operating
expenses:

Salaries & Benefits — 5%

Services — 5%

Supplies — 5%

Napa Purchased Water — 3% (water only)

Maintenance — 10%

Taxes, Insurance & Contributions — 10%

Capital — 3% (wastewater only)

@*po0oToD

Can you provide information on where these assumptions came from? How
were these increases determined?

How was it determined what is considered costs to current customers vs.
costs to future customers?
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Agenda Item #4.3.

May 20, 2017
To the Ad Hoc Committee on Rates and Ratepayers

The role of the Ad Hoc Committee is to study the inequities of the Hansford
Rate Model following its first phase implementation February 8, 2017, and
to reduce rates for all ratepayers.

The approval of the Hansford Rate Study model was conditional last
January, with only the first installment adopted to begin February 8, 2017,
the balance subject to review subsequent to that date after the impacts and
flaws of the model would be evident. An Ad Hoc Committee was formed to
deal with these issues.

An Ad Hoc Committee is not charged with coming up with a single
recommendation. This was the flaw in Jack Stuart’s Ad Hoc Committee last
September. The role of the Committee is to present ideas (multiple) for the
City Council to then debate and vote on. I hear comments “we have to
come up with a recommendation we all agree on.” No you don’t. You can
take forward a series of ideas based on your personal knowledge and
strengths in finance, plans submitted by others, or otherwise ill-conceived
and incredible ideas like the Bond Model. It is the Council that debates
these and makes a decision.

I began listing the fatal flaws in the Bond Model presented by Ken on May
17, but was timed out at three minutes. Below is what I was able to state,
followed by information I will present May 20, 2017 (5-9).

1. The Bond cash flows are flawed because they relied on the same flawed
Hansford model you are here to dismember. Neither considers the benefits
of depreciation, and the Bond model also over-collects from rate payers,
building huge cash reserves ... ($10 million in water and $7 million in
waste treatment). What for? We are making changes to our systems that
will last decades and have no need for the cash to be taken from us and put
in utility reserves for no purpose.

2. We were given advice by Ken of the bonding company not to move the

York Creek Project to the General Fund. Since when are the Bond people
involved in local politics? As I noted, he is unaware of the malfeasance
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Agenda Item #4.3.

involved. Measure A was a General Fund Flood Control project that has
nothing to do with the water or wastewater utilities that are not located
anywhere near the flood control levee designed to protect property. As to
dam removal from York Creek, that has to do with fish and not with our
water system.

3. The Bonds people erred by using the Hansford Model as the basis for
their model (see 2 above regarding the same flaw that results in serious over
collections from rate payers).

4. The Bond Model goes beyond five years, just like Hansford. St. Helena
reviews rates every five years. After five years, only the pipeline project
remains for the water enterprise; there is nothing left to do at the waste
treatment plant after the 2019-2020 construction of the new plant, save one
small phase that would be considered in 2022 under a five-year rate review.

5. The Bond Model like the Hansford model advises not to move the
$525,000 York Creek/Measure A debt to the General Fund to not stress it,
without knowing the General Fund has just increased its annual revenues by
32% or more from passage of Measure D and new revenues from TOT
(Transient Occupancy Tax) from Las Alcobas, at least $3.2 million/year
from just two sources that are continuous (without sunsets).

6. All debt coverage hurdles are met in my model which understates
revenues from improved and increasing water sales. We will never again be
subject to drought restrictions. The contract with Napa can be renegotiated
to point out its various flaws, including annual 5% increases that exceed
increases in the cpi (2.6% the past few years) and St. Helena’s state
exemption as a small utility from drought restrictions.

7. My model is conservative as noted above and shows more than adequate
cash for contingencies -- more glue at the dam for stabilizing it or other
emergencies is generated or can be debt serviced.

8. The Bond model doesn’t show the millions of dollars in restricted funds

on hand for the York Creek Project; the General Fund has more than
adequate revenues and cash flow for the additional $1.6 million needed for
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Agenda Item #4.3.

the project in 2017-18.

9. The Bond Model seriously over-collects from ratepayers in keeping with
the Hansford Model, from 99% to 232% for sewer/waste reserves, 100% to
157% for water reserves.

MY PLAN is in page 2 of “An Analysis of Water Rates and Future Needs
Adding Cash Flows from Depreciation to Scheduled Capital Projects.

It is the ONLY PLAN other than the Bonds plan submitted to the Ad Hoc
Committee.

I emphasize points 1 - 4 as this is the only plan that conforms to the January
vote providing new information (omitted depreciation expense) and rate
reductions which are the objective of the Ad Hoc Committee.

Note my Plan has more than adequate reserves if the dam has to be “glued”
again to the tune o $2 million following inspection due this year. It is very
conservative and does not include ongoing and increased reserves as
demand for water and waste use increase without drought restrictions and
with the addition of new users, 2 new industrial users (wineries), Las
Alcobas, and a new restaurant among the users.

Lff\O(:s GWB%@;M,MF

G43-2960
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