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Town of Yountville

Water & Sewer Rate Study

Introduction — The Town last studied its water and sewer rates in 1996. At that time,
some of the recommendations from that study, such as tiered water rates and
wastewater strength charges, were adopted while other recommendations were not.
Since then, the Town has adjusted rates several times with the most recent rate
ordinance increasing rates being adopted in August 2005.

The rate study that Foresight has prepared for the Town addresses a number of
potentially significant changes to the Town’s water and sewer rates. In fact, we would
call this an “overhaul” of the Town rate structure due to the number of changes the
Town has requested, which include:

e A conservation-oriented rate design for the water utility, including lowering the
tier break-points (i.e., the water consumption levels that determine which
tiered rates apply) as well as the tier rates

e Water rate financial alternatives that eliminate the general fund subsidy and a
major component of the Town’s water supply plan (i.e., the North Bay
Agqueduct agreement)

e Cost-of-service adjustments that change how costs are allocated between
and within customer classes.

e A lower surcharge on outside water rate customers

e Condensing the commercial sewer customer classes from five classes into
three

e Changing the percentage of water consumption applied to non-residential
sewer strength charges based on more current water consumption and
wastewater treatment plant records

e Establishing a new rate stabilization fund for the water utility

The cumulative effects of these changes means there are a lot of “moving parts” that
complicate the results of the analysis. That is, it is difficult to see and attribute the
impact of each change on the proposed new rates. Having said that, Foresight believes
that together these changes result in a significant improvement in the equity of the
proposed new rates and how well they achieve the Town’s water and sewer rate
objectives.

Background — Last fall the Town retained Foresight Consulting to prepare a cost-of-
service rate study and financial plan for the Town’s water and sewer utilities. Prior to
initiating the study, the Town Council held a workshop to discuss a number of policy
issues that would need to be addressed in the rate study. As a result of this workshop,
the Council provided the following direction:

1. General Fund Subsidy — The Town should maintain the general fund subsidy
for both residential and commercial customer classes for now, except that
outside customers should no longer receive this subsidy. If major rate increases
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become necessary, the Town may also consider excluding commercial
customers.

2. Conservation-Oriented Water Rates — The Council would like a more
conservation-oriented water rate structure, including commercial tiered rates,
along with a rate stabilization reserve fund that will minimize the impact of
revenue fluctuations. Therefore, Foresight should explore the various
conservation options and make recommendations.

3. Winter Water Use for Residential Sewer Bills — Council does not want to use
winter water consumption for residential sewer bills, but would like to maintain a
fixed charge for residential sewer bills. Water conservation efforts will only be
made through water rates rather than wastewater rates.

4. Commercial Sewer Customer Classes — The commercial customer classes
should be condensed into three subclasses consisting of low-, medium-, and
high-strength customers, and identify the types of customers in each class.

5. Outside Rates — The Council would like to lower the surcharge on outside
customers, which is currently two times the inside rates, to something that is
more justifiable and typical of other communities.

6. Funding for Depreciation — Non-major assets such as vehicles and computers
will simply be expensed. Major assets, such as treatment plant facilities, will most
likely be debt funded. The Town wants to establish annual contributions to a
repair and replacement (R&R) reserve fund.

Subsequent to this workshop, Town staff also requested that the water rate analysis
evaluate water rates under two scenarios: one with the continued funding of the Town'’s
North-Bay Aqueduct (NBA) water supply agreement, and another assuming the Town
decided to not continue under this agreement.

Foresight has incorporated these directions into the rate alternatives and financial plans
developed as a part of this study and has worked with Town staff where additional
direction and clarification were needed in implementing these guidelines.

Methodology of the Rate Study — This section provides a brief summary of the basic
components of the methodology used in this rate study. A more detailed overview of the
water and sewer rate methodologies is provided in Appendix A.

The cost-of-service rate methodology has three basic components:

Revenue Requirements — Determines the total rate-generated revenue needed
to fully fund the normal annual operating, maintenance, and capital costs (or the
full cost-of-service). These revenue requirements are then adjusted as a part of
the financial plan, which determine annual rate increases.

Cost-of-Service Analysis — Evaluates how costs are allocated within and
between customer classes to ensure rates are equitable. These results are also
used in rate structure alternatives such as conservation-oriented water rates.

2 August 22, 2006



FORESIGHT CONSULTING Draft Report: Water & Sewer Rate Study

Town of Yountville

Rate Structure Analysis — Evaluates whether the existing rate structures
appropriately reflect the cost-of-service along with alternatives that might better
serve the needs of the Town and its customers.

To address the revenue requirements, Foresight evaluated the amount of rate revenue
and the resulting year-end fund balances to determine the percent rate increases
needed to fund annual operating and capital improvement costs. Additional factors,
such as the general fund subsidy and whether North Bay Aqueduct (NBA) agreement
costs are included, were also considered in the water revenue requirements.

Two financial plans were evaluated for the water utility, which had significant differences
and included a number of important assumptions. The two most significant differences
between these two financial plans are:

Assumption Financial Plan #1 Financial Plan #2

1. NBA Costs Continued Discontinued in FY’'06-07
2.General-Fund Continued at current Discontinued after 2 years, but
Subsidy levels of $225,000/yr  the subsidy is used to fund

capital reserves until then

As a result of these differences, the annual costs and how they are allocated to service
charges and commodity rates are affected. These differences are outline in the results.

The cost-of-service concerns were evaluated as the rate model was developed and rate
structure alternatives were designed. The rate structure analysis included three
alternatives:

Rate Alternative Applies To

1. The existing rate structure, along with across-the-board (ATB)
rate increases needed to meet the funding levels identified in the | Water & Sewer
financial plans

2. Cost-of-service (COS) rate structure, which evaluated how costs
are allocated between and within customer classes compared to the | Water & Sewer
existing rate structure

3. Conservation-oriented rates Water

The results of the rate analysis are summarized below and address four areas: (1) total
annual revenue requirements, (2) annual percentage increases in total rate revenue, (3)
projected rates by customer class, and (4) resulting reserve fund balances.

Results of the Water and Sewer Rate Analyses — In discussing the results of the
analysis, much of the information is presented in the form of graphs and charts. For the
benefit of the reader, we have configured the water figures with blue-tone colors while
sewer figures are presented in earth-tone colors.

Revenue Requirements — This section summarizes the projected annual revenue
requirements for the water and sewer utilities. For the water utility, we have summarized
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both the total revenue requirements with and without continued funding of the NBA
contract. The revenue requirements for both water and sewer are also shown with a
more detailed breakdown of costs, including general operating costs, administrative,
non-major capital costs and, for the water utility, NBA costs. More detailed budget
projections are shown in Appendix B.

Figures 1 and 2 indicate that total annual costs are clearly lower without the NBA costs,
and that water supply costs/purchases (excluding NBA costs) are the largest category,
followed by NBA costs and then normal annual operating costs. Capital costs comprise
a relatively small component of total annual costs.

Figure 1
Water Utility - Net Revenue Requirements
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Figures 3 and 4 indicate that sewer revenue requirements appear to have more gradual
increases from year to year than the water utility. Also, the vast majority of the sewer
utility costs are due to treatment functions, with significantly small costs for operations
(which include administrative costs) and capital improvements.
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Figure 3
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Rate Increases Needed — The rate increases needed to meet the annual funding levels

recommended are summarized in Figures 5 and 6. These rate increases were
determined based on the results of the financial plans, which are discussed in later
sections of this report.

Figure 5

Figure 6
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Projected Water Rates: — Based on the rate increases shown in Figure 5, the projected
water rates for Financial Plan #1 are shown in Tables 1 and 2, and assume the
conservation rate alternative is implemented. These rates are the end-result of three
components of the rate study: (1) the recommended funding levels, (2) the COS
analysis, and (3) the rate structure analysis.

Table 1

Water Utility Service Charges - Financial Plan 1: Continued NBA Costs & Subsidy (FY 06-07)
Town of Yountville
Meter Size
3/4" 1" 1.5" 2" 3" 4" 6"
Residential
Current Rates $20.56 $31.53 $63.55 $94.99 $198.95 $309.64 $616.96
Fin. Plan 1 ATB $22.00 $33.74 $68.00 $101.64 $212.88 $331.31 $660.15
Fin. Plan 1 COS $51.53 $80.99 $154.63 $243.01 $449.22 $743.80 $1,480.27
Fin. Plan 1 Conser. $25.76 $40.49 $77.32 $121.50 $224.61 $371.90 $740.13
Multi Family
Current Rates $20.56 $31.53 $63.55 $94.99 $198.95 $309.64 $616.96
Fin. Plan 1 ATB $22.00 $33.74 $68.00 $101.64 $212.88 $331.31 $660.15
Fin. Plan 1 COS $51.53 $80.99 $154.63 $243.01 $449.22 $743.80 $1,480.27
Fin. Plan 1 Conser. $25.76 $40.49 $77.32 $121.50 $224.61 $371.90 $740.13
Non-Residential
Current Rates $22.10 $33.89 $68.31 $102.11 $213.86 $332.86 $663.23
Fin. Plan 1 ATB $23.65 $36.26 $73.09 $109.26 $228.83 $356.16 $709.66
Fin. Plan 1 COS $51.53 $80.99 $154.63 $243.01 $449.22 $743.80 $1,480.27
Fin. Plan 1 Conser. $25.76 $40.49 $77.32 $121.50 $224.61 $371.90 $740.13
Outside City Residential
Current Rates $41.12 $65.82 $127.07 $195.00 $397.88 $619.26 $1,233.90
Fin. Plan 1 ATB $44.00 $70.43 $135.96 $208.65 $425.73 $662.61 $1,320.27
Fin. Plan 1 COS $91.91 $144.45 $275.79 $433.41 $801.18 $1,326.57 $2,640.05
Fin. Plan 1 Conser. $45.95 $72.22 $137.90 $216.71 $400.59 $663.29 $1,320.02
Table 2
Water Commaodity Rates - Fin. Plan 1: Continued NBA Costs & Subsidy (FY 06-07)
Town of Yountville
Current Financial Plan 1 Service Charges
Rates ATB COS Conservation
Single Family
Tier 1 Rate $1.52 $1.63 $0.95 $1.38
Tier 2 Rate $2.28 $2.44 $1.43 $2.07
Tier 3 Rate $2.85 $3.05 $1.78 $3.10
Tier 4 Rate $4.98 $5.33 $3.12 $6.20
Multi-Family
Tier 1 Rate $1.52 $1.63 $0.91 $1.54
Tier 2 Rate $2.28 $2.44 $1.37 $2.32
Tier 3 Rate $2.85 $3.05 $1.71 $3.48
Tier 4 Rate $4.98 $5.33 $2.99 $6.95
Non-Residential
Rate [ s$228 | $244 $1.33 $2.34
Outside City Residential
Tier 1 Rate $3.05 $3.26 $1.19 $1.72
Tier 2 Rate $4.52 $4.84 $1.78 $2.58
Tier 3 Rate $7.11 $7.61 $2.23 $3.87
Tier 4 Rate $12.42 $13.29 $3.90 $7.75

Table 3 summarizes the projected water rates through FY 2010-11. In essence, the
across-the-board rates simply apply the annual rate increases to the existing rate
structure every year. In contrast, the conservation rates allocate costs between
customer classes differently in the test year of FY 2006-07, and therefore rates for each
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customer class are different than the current rate structure. However, after FY 2006-07
the annual increases to the FY 2006-07 rates are then simply the annual percentage
rate increases identified in the financial plan.

Table 3
Projected Water Rate Increases for Fin. Plan 1 - Continued NBA Costs & Subsidy
Town of Yountville
Projected Rates (Conservation-Based)
Customer Class Rate/Type Current FY'06-07 FY'07-08 FY'08-09 FY'09-10 FY'10-11
Conservation-Based Rates (a)
Bi-Monthly Charge (3/4" Meter) $20.56 $25.76 $27.57 $29.50 $31.56 $33.77
Commodity Rate ($/kgal) - Tier 1 $1.52 $1.38 $1.47 $1.58 $1.69 $1.81
Single-Family = Commodity Rate ($/kgal) - Tier 2 $2.28 $2.07 $2.21 $2.37 $2.53 $2.71
Commodity Rate ($/kgal) - Tier 3 $2.85 $3.10 $3.32 $3.55 $3.80 $4.06
Commodity Rate ($/kgal) - Tier 4 $4.98 $6.20 $6.63 $7.10 $7.59 $8.12
Bi-Monthly Charge (3/4" Meter) $20.56 $25.76 $27.57 $29.50 $31.56 $33.77
Commodity Rate ($/kgal) - Tier 1 $1.52 $1.54 $1.65 $1.77 $1.89 $2.03
Multi-Family Commodity Rate ($/kgal) - Tier 2 $2.28 $2.32 $2.48 $2.65 $2.84 $3.04
Commodity Rate ($/kgal) - Tier 3 $2.85 $3.48 $3.72 $3.98 $4.26 $4.56
Commodity Rate ($/kgal) - Tier 4 $4.98 $6.95 $7.44 $7.96 $8.52 $9.11
Non-Resig,  B-Monthly Charge (1" Meter) $33.89 $4049  $43.33  $46.36  $49.61 $53.08
Commodity Rate ($/kgal) $2.28 $2.34 $2.51 $2.68 $2.87 $3.07
Bi-Monthly Charge (3/4" Meter) $41.12 $45.95 $49.17 $52.61 $56.30 $60.24
. Commodity Rate ($/kgal) - Tier 1 $3.05 $1.72 $1.84 $1.97 $2.11 $2.26
Outside . )
Single-Family Commod!ty Rate ($/kgal) - T!er 2 $4.52 $2.58 $2.76 $2.96 $3.16 $3.39
Commodity Rate ($/kgal) - Tier 3 $7.11 $3.87 $4.14 $4.44 $4.75 $5.08
Commodity Rate ($/kgal) - Tier 4 $12.42 $7.75 $8.29 $8.87 $9.49 $10.16
Across-the-Board Rates (a)
Bi-Monthly Charge (3/4" Meter) $20.56 $22.00  $2354  $2519  $26.95  $28.84
Commodity Rate ($/kgal) - Tier 1 $1.52 $1.63 $1.74 $1.86 $1.99 $2.13
Single-Family = Commodity Rate ($/kgal) - Tier 2 $2.28 $2.44 $2.61 $2.79 $2.99 $3.20
Commodity Rate ($/kgal) - Tier 3 $2.85 $3.05 $3.26 $3.49 $3.74 $4.00
Commodity Rate ($/kgal) - Tier 4 $4.98 $5.33 $5.70 $6.10 $6.53 $6.98
Bi-Monthly Charge (3/4" Meter) $20.56 $22.00  $2354  $2519  $26.95  $28.84
Commodity Rate ($/kgal) - Tier 1 $1.52 $1.63 $1.74 $1.86 $1.99 $2.13
Multi-Family Commodity Rate ($/kgal) - Tier 2 $2.28 $2.44 $2.61 $2.79 $2.99 $3.20
Commodity Rate ($/kgal) - Tier 3 $2.85 $3.05 $3.26 $3.49 $3.74 $4.00
Commodity Rate ($/kgal) - Tier 4 $4.98 $5.33 $5.70 $6.10 $6.53 $6.98
Non-Resid. Bi-Monthly Charge (1" Meter) $33.89 $36.26 $38.80 $41.52 $44.42 $47.53
Commodity Rate ($/kgal) $2.28 $2.44 $2.61 $2.79 $2.99 $3.20
Bi-Monthly Charge (3/4" Meter) $41.12 $44.00 $47.08 $50.37 $53.90 $57.67
. Commodity Rate ($/kgal) - Tier 1 $3.05 $3.26 $3.49 $3.74 $4.00 $4.28
Outside . )
Single-Family Commod!ty Rate ($/kgal) - T!er 2 $4.52 $4.84 $5.17 $5.54 $5.92 $6.34
Commodity Rate ($/kgal) - Tier 3 $7.11 $7.61 $8.14 $8.71 $9.32 $9.97
Commodity Rate ($/kgal) - Tier 4 $12.42 $13.29 $14.22 $15.22 $16.28 $17.42
Annual Rate Increase - Financial Plan 1 7.0% 7.0% 7.0% 7.0% 7.0%

As discussed later in this report, the tier break-points are an important aspect of the
conservation rates because they determine the amount of water that falls into each tier
level and, therefore are subject to each tier rate. The conservation rates in Table 3
include tier break-points that are significantly different than the current rate structure.

Figures 7 and 8 compare typical bi-monthly water bills and percentage changes for
Financial Plan #1 rates shown in Table 3 versus current rates.
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Figure 7 Figure 8

Current vs. Proposed FP #1 Bi-Mo. Water Bills % Increase in Bi-Mo. Water Bills - FP #1
Town of Yountville Town of Yountville

10% 6:8%

5.1%

0.2% = =

0% T T T

SFR MFR Comm. OSEESFR

$275 $
$250 2425l
$225
$200
$175
$150
$125
$100

$75 135666 $56.6

$50 =

$25 +— =

$0

O Current Rates
B FP#1 (FY'06-07)

$112.87 20%
——$84.69

-10%

-25.0%

@0
&
&
~
ol
2
S
01
@

111111

— -30%

13;
s
o
O

111111

-40%

SFR M Outside SFR -50%

3

R

(@]
e}
3
3

Tables 4 and 5 summarize the same service charges and commodity rates for Financial
Plan #2.

Table 4

Water Service Charges - Financial Plan #2: No NBA Costs, No Subsidy After 2 Years (FY 06-07)
Town of Yountville
Meter Size

3/4" 1 1.5" 2" 3" 4" 6"
Residential
Current Rates $20.56 $31.53 $63.55 $94.99 $198.95 $309.64 $616.96
Fin. Plan 2 ATB $21.18 $32.48 $65.46 $97.84 $204.92 $318.93 $635.47
Fin. Plan 2 COS $37.00 $54.63 $98.70 $151.60 $275.01 $451.32 $892.08
Fin. Plan 2 Conser.* $23.74 $35.06 $63.35 $97.30 $176.50 $289.66 $572.55
Multi Family
Current Rates $20.56 $31.53 $63.55 $94.99 $198.95 $309.64 $616.96
Fin. Plan 2 ATB $21.18 $32.48 $65.46 $97.84 $204.92 $318.93 $635.47
Fin. Plan 2 COS $37.00 $54.63 $98.70 $151.60 $275.01 $451.32 $892.08
Fin. Plan 2 Conser.* $23.74 $35.06 $63.35 $97.30 $176.50 $289.66 $572.55
Non-Residentia
Current Rates $22.10 $33.89 $68.31 $102.11 $213.86 $332.86 $663.23
Fin. Plan 2 ATB $22.76 $34.91 $70.36 $105.17 $220.28 $342.85 $683.13
Fin. Plan 2 COS $37.00 $54.63 $98.70 $151.60 $275.01 $451.32 $892.08
Fin. Plan 2 Conser.* $23.74 $35.06 $63.35 $97.30 $176.50 $289.66 $572.55
Outside City Residential
Current Rates $41.12 $65.82 $127.07 $195.00 $397.88 $619.26 $1,233.90
Fin. Plan 2 ATB $42.35 $67.79 $130.88 $200.85 $409.82 $637.84 $1,270.92
Fin. Plan 2 COS $46.25 $68.28 $123.38 $189.49 $343.76 $564.15 $1,115.11
Fin. Plan 2 Conser.* $29.68 $43.83 $79.19 $121.62 $220.63 $362.07 $715.68

* Recommended rate alternative.
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Table 5
Water Commodity Rates - Fin. Plan 2: No NBA Costs, No Subsidy After 2 Years
Town of Yountville (FY 06-07)
Current Financial Plan 2 Rates
Rates ATB COS Conservation
Single Family
Tier 1 Rate $1.52 $1.57 $1.30 $1.35
Tier 2 Rate $2.28 $2.35 $1.95 $2.02
Tier 3 Rate $2.85 $2.94 $2.44 $3.03
Tier 4 Rate $4.98 $5.13 $4.27 $6.06
Multi-Family
Tier 1 Rate $1.52 $1.57 $1.30 $1.59
Tier 2 Rate $2.28 $2.35 $1.96 $2.38
Tier 3 Rate $2.85 $2.94 $2.45 $3.57
Tier 4 Rate $4.98 $5.13 $4.28 $7.14
Non-Residential
Rate |  $2.28 $2.35 $1.91 $2.41
Outside City Residential
Tier 1 Rate $3.05 $3.14 $1.62 $1.68
Tier 2 Rate $4.52 $4.66 $2.44 $2.53
Tier 3 Rate $7.11 $7.32 $3.05 $3.79
Tier 4 Rate $12.42 $12.79 $5.33 $7.58

Town of Yountville

Table 6 summarizes the projected rates based on the annual rate increases identified in

Financial Plan #2.

Figures 9 and 10 compare the Financial Plan #2 rates for each customer class in terms
of a typical bi-monthly water bill and in percent increases (or decreases) of projected

rates versus current rates.
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Table 6
Projected Water Rate Increases for Fin. Plan 2 - No NBA Costs, No Subsidy After 2 Years
Town of Yountville
Projected Rates
Customer Class Rate/Type Current FY'06-07 FY'07-08 FY'08-09 FY'09-10 FY'10-11
Conservation-Based Rates (a)
Bi-Monthly Charge (3/4" Meter) $20.56 $23.74 $25.41 $27.19 $29.09 $31.12
Commodity Rate ($/kgal) - Tier 1 $1.52 $1.35 $1.44 $1.54 $1.65 $1.77
Single-Family  Commaodity Rate ($/kgal) - Tier 2 $2.28 $2.02 $2.16 $2.31 $2.48 $2.65
Commodity Rate ($/kgal) - Tier 3 $2.85 $3.03 $3.24 $3.47 $3.71 $3.97
Commodity Rate ($/kgal) - Tier 4 $4.98 $6.06 $6.49 $6.94 $7.43 $7.95
Bi-Monthly Charge (3/4" Meter) $20.56 $23.74 $25.41 $27.19 $29.09 $31.12
Commodity Rate ($/kgal) - Tier 1 $1.52 $1.59 $1.70 $1.82 $1.94 $2.08
Multi-Family ~ Commodity Rate ($/kgal) - Tier 2 $2.28 $2.38 $2.55 $2.73 $2.92 $3.12
Commodity Rate ($/kgal) - Tier 3 $2.85 $3.57 $3.82 $4.09 $4.37 $4.68
Commodity Rate ($/kgal) - Tier 4 $4.98 $7.14 $7.64 $8.18 $8.75 $9.36
Non-Resid. Bi-Monthly Charge (1" Meter) $33.89 $35.06 $37.51 $40.14 $42.95 $45.96
Commodity Rate ($/kgal) $2.28 $2.41 $2.57 $2.75 $2.95 $3.15
Bi-Monthly Charge (3/4" Meter) $41.12 $29.68 $31.76 $33.98 $36.36 $38.91
Outside Commodity Rate ($/kgal) - Tier 1 $3.05 $1.68 $1.80 $1.93 $2.06 $2.21
Single-Family Commodity Rate ($/kgal) - Tier 2 $4.52 $2.53 $2.70 $2.89 $3.09 $3.31
Commodity Rate ($/kgal) - Tier 3 $7.11 $3.79 $4.05 $4.34 $4.64 $4.97
Commodity Rate ($/kgal) - Tier 4 $12.42 $7.58 $8.11 $8.68 $9.28 $9.93
Across-the-Board Rates (a)
Bi-Monthly Charge (3/4" Meter) $20.56 $21.18 $21.81 $22.47 $23.14 $23.83
Commodity Rate ($/kgal) - Tier 1 $1.52 $1.57 $1.61 $1.66 $1.71 $1.76
Single Family Commodity Rate ($/kgal) - Tier 2 $2.28 $2.35 $2.42 $2.49 $2.57 $2.64
Commodity Rate ($/kgal) - Tier 3 $2.85 $2.94 $3.02 $3.11 $3.21 $3.30
Commodity Rate ($/kgal) - Tier 4 $4.98 $5.13 $5.28 $5.44 $5.61 $5.77
Bi-Monthly Charge (3/4" Meter) $20.56 $21.18 $21.81 $22.47 $23.14 $23.83
Commodity Rate ($/kgal) - Tier 1 $1.52 $1.57 $1.61 $1.66 $1.71 $1.76
Multi-Family ~ Commodity Rate ($/kgal) - Tier 2 $2.28 $2.35 $2.42 $2.49 $2.57 $2.64
Commodity Rate ($/kgal) - Tier 3 $2.85 $2.94 $3.02 $3.11 $3.21 $3.30
Commodity Rate ($/kgal) - Tier 4 $4.98 $5.13 $5.28 $5.44 $5.61 $5.77
Non-Resid. Bi-Monthly Charge (1" Meter) $33.89 $34.91 $35.95 $37.03 $38.14 $39.29
Commodity Rate ($/kgal) $2.28 $2.35 $2.42 $2.49 $2.57 $2.64
Bi-Monthly Charge (3/4" Meter) $41.12 $42.35 $43.62 $44.93 $46.28 $47.67
Outside Commodity Rate ($/kgal) - Tier 1 $3.05 $3.14 $3.24 $3.33 $3.43 $3.54
Single-Family Commodity Rate ($/kgal) - Tier 2 $4.52 $4.66 $4.80 $4.94 $5.09 $5.24
Commodity Rate ($/kgal) - Tier 3 $7.11 $7.32 $7.54 $7.77 $8.00 $8.24
Commodity Rate ($/kgal) - Tier 4 $12.42 $12.79 $13.18 $13.57 $13.98 $14.40
Annual Rate Increase - Financial Plan 2 3.0% 3.0% 3.0% 3.0% 3.0%
Figure 9 Figure 10
Current vs. Proposed FP #2 Bi-Mo. Water Bills % Increase in Bi-Mo. Water Bills - FP #1
Town of Yountville Town of Yountville
zzz ] 2425000 e 4.9% 5.2%
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$150 +
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0 -40.1%
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Figures 11 and 12 provide comparisons of the projected single-family residential water
bills for Financial Plan #1 (with continued NBA costs) and #2 (without continue NBA
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costs). Note that the projected rates with continued NBA costs are actually lower under
the conservation rates than under the current (ATB) rate structure. The percentage of
the total bill related to variable water costs and how those costs are spread among
customers using different amounts of water is explained more fully in the next section
dealing with conservation-based rates.

Figure 11

Projected Bi-Mo. Water Bills by Rate Alternative - Financial Plan 1 -
Single-Family Residential (assumes 17.5 hcf/2 mo.) With NBA Costs
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$74.39
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Figure 12
Projected Bi-Mo. Water Bills by Rate Alternative - F.mancral Plan 2-
Single-Family Residential (assumes 17.5 hcf/2 mo.) Without NBA Costs
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Conservation-Oriented Rate Structure — The basic objective of the conservation-
oriented water rate structure is to encourage single-family residential customers using
more than the average quantities to decrease their consumption. This is done by
increasing the rates for Tiers 3 and 4, relative to the tier rates for Tiers 1 and 2. This
increases the bi-monthly water bills for the largest residential water users while actually
reducing bills for customers consuming the lowest quantities of water.

This effect is shown in Figures 13 and 14 for Financial Plan #1 and in Figures 15 and 16
for Financial Plan #2. As the amount of water used increases, conservation-based bi-
monthly water bills for residential customers increase when compared to the current
(ATB) rate structure. Likewise, bi-monthly bills for customers using smaller amounts of
water are lower than under the current rate structure.
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Figure 13
Single-Family Residential Water Bills for ATB &
Conservation Rates - by Volume of Water Use (FY'06-07)
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Figure 14
Commercial Water Bills for ATB & Conservation Rates -
by Volume of Water Use (FY'06-07)
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Figure 15
Single-Family Residential Water Bills for ATB &
Conservation Rates - by Volume of Water Use (FY'06-07)
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Figure 16
Commercial Water Bills for ATB & Conservation Rates -
by Volume of Water Use (FY'06-07)
Financial Plan 2: No NBA Costs, No Subsidy After 2 Years
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A more detailed discussion of how conservation-based rates were developed and how
residential consumption patterns affected this process is provided in Appendix D.

Projected Sewer Rates: — Tables 7 and 8 summarize the FY 2006-07 bi-monthly
sewer service charges and strength charges and the projected rates the next five years
for Financial Plan #2. Table 9 provides a comparison of the percentage increases in the
monthly charges for single- and multi-family customers over the next 5 years for the
across-the-board and cost-of-service rate alternatives.

Table 7
Projected Typical Non-Residential Sewer Bills - Financial Plan 2
Town of Yountville
Water Projected Rates
Customer Class Rate/Type Use (kgal.)  Current FY'06-07  FY07-08  FY08-09  FY09-10  FY'10-11
Cost-of-Service Rates
Bi-mo. Service Charge $25.49 $40.51 $42.54 $44.67 $46.90 $49.25
Low-Strength  Strength Charges 100 $136.00 $96.20 $101.01  $106.06 $111.36  $116.93
Typical Bi-Monthly Bill $161.49  $136.71  $143.55  $150.73  $158.26  $166.17
Medium- Bi-mo. Service Charge $25.49 $54.88 $57.63 $60.51 $63.53 $66.71
Strength Stre_ngth pharges _ 140 $260.40  $207.85  $218.24  $229.16  $240.61  $252.64
Typical Bi-Monthly Bill $285.89  $262.73  $275.87  $289.66  $304.15  $319.36
Bi-mo. Service Charge $25.49 $91.38 $95.95  $100.75  $105.79  $111.08
High-Strength ~ Strength Charges 135 $504.90 $832.11  $873.72  $917.41  $963.28 $1,011.44
Typical Bi-Monthly Bill $530.39  $923.50  $969.67 $1,018.16 $1,069.06 $1,122.52
Across-the-Board Rates
Bi-mo. Service Charge $25.49 $26.76 $28.10 $29.51 $30.98 $32.53
Low-Strength  Strength Charges 100 $136.00 $142.80 $149.94  $157.44  $165.31  $173.57
Typical Bi-Monthly Bill $161.49  $169.56 $178.04 $186.94  $196.29  $206.11
Medium- Bi-mo. Service Charge $25.49 $26.76 $28.10 $29.51 $30.98 $32.53
Strength Strength Charges 140 $260.40  $273.42  $287.09 $301.45 $316.52  $332.34
Typical Bi-Monthly Bill $285.89  $300.18  $315.19  $330.95  $347.50  $364.88
Bi-mo. Service Charge $25.49 $26.76 $28.10 $29.51 $30.98 $32.53
High-Strength  Strength Charges 135 $504.90 $530.15  $556.65  $584.48  $613.71  $644.39
Typical Bi-Monthly Bill $530.39  $556.91  $584.75  $613.99  $644.69  $676.93

13 August 22, 2006



FORESIGHT CONSULTING Draft Report: Water & Sewer Rate Study
Town of Yountville

Table 8
Projected Sewer Rate Increases - Financial Plan 2 (Preferred CIP Funding)
Town of Yountville
Projected Rates
Customer Class Rate/Type Current FY06-07 FY'07-08 FY'08-09 FY'09-10 FY'10-11
Cost-of-Service Rates (a)
Single Family Bi-mo. Service Charge $40.10 $41.77 $43.86 $46.06 $48.36 $50.78
Multi-Family  Bi-mo. Service Charge $28.08 $30.58 $32.11 $33.71 $35.40 $37.17
Low-Strength Bi-mo. Service Charge $25.49 $40.51 $42.54 $44.67 $46.90 $49.25
Strength Charge ($/kgal.) $1.36 $0.962 $1.010 $1.061 $1.114 $1.169
Med.-Strenath Bi-mo. Service Charge $25.49 $54.88 $57.63 $60.51 $63.53 $66.71
) 9 Strength Charge ($/kgal.) $1.86 $1.485 $1.559 $1.637 $1.719 $1.805
High-Strenath Bi-Mo- Service Charge $25.49 $91.38 $95.95 $100.75 $105.79 $111.08
9 9 Strength Charge ($/kgal.) $3.74 $6.164 $6.472 $6.796 $7.135 $7.492
Annual Rate Increase - Financial Plan 2 5.0% 5.0% 5.0% 5.0% 5.0%
Across-the-Board Rates (a)
Single Family Bi-mo. Service Charge $40.10 $42.11 $44.21 $46.42 $48.74 $51.18
Multi-Family  Bi-mo. Service Charge $28.08 $29.48 $30.96 $32.51 $34.13 $35.84
Low-Strength Bi-mo. Service Charge $25.49 $26.76 $28.10 $29.51 $30.98 $32.53
Strength Charge ($/kgal.) $1.36 $1.428 $1.499 $1.574 $1.653 $1.736
Med.-Strength Bi-mo. Service Charge $25.49 $26.76 $28.10 $29.51 $30.98 $32.53
Strength Charge ($/kgal.) $1.86 $1.953 $2.051 $2.153 $2.261 $2.374
. Bi-mo. Service Charge $25.49 $26.76 $28.10 $29.51 $30.98 $32.53
High-Strength
Strength Charge ($/kgal.) $3.74 $3.927 $4.123 $4.330 $4.546 $4.773
Annual Rate Increase - Financial Plan 2 5.0% 5.0% 5.0% 5.0% 5.0%
Table 9
% Rate Increase vs. Current Rates - Financial Plan 2 (FY'06-07)
Town of Yountville
Single-Family Rates FY'06-07 FY'07-08 FY'08-09 EY'09-10 EY'10-11
Current Rates $40.10 $40.10 $40.10 $40.10 $40.10
Across-the-Board Rates $42.11 $44.21 $46.42 $48.74 $51.18
Cost-of-Service Rates $41.77 $43.86 $46.06 $48.36 $50.78
Percent Increases
Across-the-Board Rates  5.0% 10.3% 15.8% 21.6% 27.6%
Cost-of-Service Rates 4.2% 9.4% 14.9% 20.6% 26.6%
Multi-Family Rates
Current Rates $28.08 $28.08 $28.08 $28.08 $28.08
Across-the-Board Rates $29.48 $30.96 $32.51 $34.13 $35.84
Cost-of-Service Rates $30.58 $32.11 $33.71 $35.40 $37.17
Percent Increases
Across-the-Board Rates 5.0% 10.3% 15.8% 21.6% 27.6%
Cost-of-Service Rates 8.9% 14.3% 20.1% 26.1% 32.4%

Figure 17 compares the projected sewer bills for a typical single-family residential
customer. As seen in this figure, there is little difference between the projected Across-
the-Board rates and those of the cost-of-service rates. This difference is due to how
costs are allocated among and within customer classes, with the costs allocated to the
typical single-family customer being only one of the many combinations of different
loadings and water consumption levels for the different customer classes.
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Figure 17
Projected Bi-Mo. Sewer Service Charges by Rate Alternative -| financial Plan 2 -
Single-Family Residential (SFR) Level Rate Increases
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One of the most significant changes in the cost-of-service analysis was how strength
charges are allocated among non-residential customers. This is primarily the result of
re-configuring the customer classes. Previously the Town used five “commercial’
customer classes to assess strength charges. However, in the initial workshop the Town
Council requested those five categories to be condensed into three categories. We
have determined those three categories to be as follows:

Low-Strength Medium-Strength High-Strength

e Church/School/Group Homes < Hotels/Inns e Restaurants/Bars
e Other Commercial® e Other Commercial®

e Town Use e Multi-Commercial

a. Selected customers from the Other Commercial group.

In addition to these changes in the customer classes, Foresight has changed the
assumed amount of water consumption for the low-, medium-, and high-strength
customers based on the Town’'s 2004-05 water consumption records. We have
assumed that sewer effluent levels are reflective of the winter water consumption for
each of these classes. Therefore, instead of assuming all non-residential customers
send 90% of their water consumption to the sewer system (as assumed under current
rates), we have used 51% for low-strength customers and 85% for medium- and high-
strength customers.

Based on the cost-of-service analysis and the re-configuration of the non-residential
customer classes, the typical bi-monthly sewer bills for the low-, medium-, and high-
strength classes are different for the cost-of-service rates than under the current rate
structure.

The next three figures compare the typical customer bills for low-strength, medium-
strength, and high-strength customers under increasing water consumption levels.
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Figure 18
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Figure 19
Projected FY'06-07 Sewer Bills for Financial Plan 2 - Level
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As these three figures indicate, typical bills under the cost-of-service alternative are
lower for low- and medium-strength customers compared to the current (ATB) rate
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structure. However, high-strength customer bills are higher under the COS approach
than the ATB. These results are summarized in Table 10. The percentage changes in
non-residential customer bills are summarized in Table 11, assuming a typical water
use of 125 units of water (thousand gallons).

Table 10

Summary of Non-Residential Bills by Rate Alternative &
Volume of Water Use - Financial Plan 2 (FY'06-07)

Town of Yountville

Projected Bi-Mo. Consumption (kgal.) & Bills (FY'06-07)

75 hcf 125 hcf 175 hcf 225 hcf

COS Rates $113.92  $162.02  $21012  $258.22

Low-Strength -~ ates $133.86 $205.26  $276.66  $348.06
Medium- COS Rates $153.12  $227.36  $301.59  $37582
Strength ATB Rates $173.24  $270.89  $368.54  $466.19
) COS Rates $504.06  $812.25 $1,120.44 $1,428.63
High-Strength (o' tes $321.20  $517.64  $713.99  $910.34

Table 11
% Rate Increase vs. Current Rates - Financial Plan 2 (FY'06-07)
Town of Yountville

Low- Med.- High-
Non-Residential Volume Strength Strength Strength
Current Rates 125 kgal. $195.49 $257.99 $492.99
Across-the-Board Rates 125 kgal. $205.26 $270.89 $517.64
Cost-of-Service Rates 125 kgal. $162.02 $227.36 $812.25
Percent Increases
Across-the-Board Rates 5.0% 5.0% 5.0%
Cost-of-Service Rates -17.1% -11.9% 64.8%

Reserve Fund Balances — Maintaining sufficient reserve funds is critical to the financial
health of the water and sewer utilities. Figures 21 and 22 represent the year-end fund
balances of the operating funds and indicate that without rate increases, operating fund
balances decrease quickly over the next five years. By implementing the rate increases
shown previously, these reserve levels can be maintained and/or brought back to
current levels over this period.

Figure 21 (See Tables 12 & 13) Figure 22 (See Table 14)
Projected Water Operating Fund Balance (Fund 61) Projected Sewer Operating Fund Balance (Fund 62)
Town of Yountville Town of Yountville
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= @- Fin.Plan #3 - Avg. Reserves of $1.5 mil.

More details of the projected reserve fund levels are shown in Appendix C.
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Financial Plans — Two alternative financial plans have been prepared for the water
utility and three alternative plans for the sewer utility in this analysis. Table 12 and 13
summarize the two alternatives for the water utility, which essentially address the
revenue requirements with and without the costs of the NBA agreement.

Table 12
Water Financial Plan 1: Continued NBA Costs & Subsidy
Town of Yountville
Projected Rev. Req'ts., Rate Increases and Rate Revenue
FY '05-06 FY'06-07 FY'07-08 FY'08-09 FY'09-10 FY'10-11
Net Revenue Requirements (a) $ 496,900 $ 569,800 $ 650,200 $ 589,300 $ 603,500 $ 618,000
Annual % Increase over Previous Year
Base Case - Current Rates/No Increases
Beginning Water Fund Balance (b) $ 106,048 $ 93,348 $ 20,399 $ (132,949) $ (225,398) $  (332,046)
Projected Current Rate Revenue $ 484,200 $ 496,851 $ 496,851 $ 496,851 $ 496,851 $ 496,851
less Net Revenue Reqt's. $  (496,900) $ (569,800) $ (650,200) $ (589,300) $ (603,500) $ (618,000)
Ending Water Fund Balance $ 93,348 $ 20,399 $ (132,949) $ (225,398) $ (332,046) $  (453,195)
Financial Plan Alternative #1: Continued NBA Contract & Subsidy
Percentage Rate Increase | 7.0% | 70% | 7.0% | 7.0% | 7.0%
Beginning Water Fund Balance (b) $ 106,048 $ 93,348 $ 55,179 $ (26,176) $ (6,812) $ 40,959
Projected Rate Revenue (c) $ 484,200 $ 531,631 $ 568,845 $ 608,664 $ 651,271 $ 696,860
less Net Revenue Reqt's. $  (496,900) $ (569,800) $ (650,200) $ (589,300) $ (603,500) $  (618,000)
Ending Balance - Water Oper. (Fund 61) $ 93,348 $ 55,179 $ (26,176) $ (6,812) $ 40,959 $ 119,819
Table 13
Water Financial Plan 2: No NBA Costs, No Subsidy After 2 Years
Town of Yountville
Projected Rev. Req'ts., Rate Increases and Rate Revenue
FY '05-06 FY'06-07 FY'07-08 FY'08-09 FY'09-10 FY'10-11
Net Revenue Requirements (a) $ 496,900 $ 519,800 $ 525,200 $ 539,300 $ 553,500 $ 568,000
Annual % Increase over Previous Year
Base Case - Current Rates/No Increases
Beginning Water Fund Balance (b) $ 106,048 $ 93,348 $ 70,399 $ 42,051 $ (398) $ (57,046)
Projected Current Rate Revenue $ 484,200 $ 496,851 $ 496,851 $ 496,851 $ 496,851 $ 496,851
less Net Revenue Reqt's. $ (496,900) $ (519,800) $ (525,200) $  (539,300) $ (553,500) $  (568,000)
Ending Water Fund Balance $ 93,348 $ 70,399 $ 42,051 $ (398) $ (57,046) $ (128,195)
Financial Plan Alternative #2: No NBA Contract, No Subsidy After 2 Years
Percentage Rate Increase | 3.0% | 3.0% | 3.0% | 3.0% | 3.0%
Beginning Water Fund Balance (b) $ 106,048 $ 93,348 $ 85,305 $ 87,215 $ 90,838 $ 96,548
Projected Rate Revenue (c) $ 484,200 $ 511,757 $ 527,110 $ 542,923 $ 559,211 $ 575,987
less Net Revenue Reqt's. $ (496,900) $ (519,800) $ (525,200) $  (539,300) $ (553,500) $  (568,000)
Ending Balance - Water Oper. (Fund 61) $ 93,348 $ 85,305 $ 87,215 $ 90,838 $ 96,548 $ 104,535

There are two significant differences between the two water utility financial plans:

Financial Plan #1 Financial Plan #2
1. NBA Costs Continued Discontinued
2.General-Fund Continued at current Discontinued after 2 years, but
Subsidy level of $225,000/yr the subsidy is used to fund

capital reserves until then

As a result of these differences, the annual costs and how they are allocated to service
charges and commodity rates is affected. Figure 23 summarizes the differences in
financial plan revenue requirements resulting from these differences. While the ATB and
conservation alternatives are similar, the cost-of-service alternatives shows that
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revenue required from commodity charges increased significantly in Financial Plan #2
compared to Financial Plan #1.

Figure 23

Total FY'06-07 Revenue Reqts. - by Rate Alt. & Financial Plan
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Table 14 summarizes the three financial plans prepared for the sewer utility. These
three financial plans each take a different approach to the financial management of the
sewer utility. Financial Plan #1 uses annual rate increases to maintain the ending
operating fund balances at about $240,000. Plan #2 adopts level rate increases that
result in an ending operating fund balance of roughly what the balance was at the
beginning of the five-year period. Plan #3 focuses on maintaining total reserve funds
that average $1.5 million over the five-year period using levelized rate increases.

Foresight is recommending Financial Plan #2 because of the ease and predictability of
levelized rate increases that maintain an operating fund balance of approximately
$200,000.
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Table 14

Town of Yountville

Town of Yountville

Sewer Financial Plan & Recommended Rate Increases

Projected Rev. Req'ts., Rate Increases and Rate Revenue

FY '05-06 FY'06-07 FY'07-08 FY'08-09 FY'09-10 FY'10-11
Net Revenue Requirements (a) $ 656,459 $ 676,196 $ 696,400 $ 717,300 $ 738,900 $ 761,000
Annual % Increase over Previous Year 3.0% 3.0% 3.0% 3.0% 3.0%
Baseline - No Rate Increase
Beginning Sewer Operating Fund (b) $ 282,774 $ 241515 $ 214,419 $ 167,119 $ 98,919 $ 9,119
Projected Current Rate Revenue $ 615,200 $ 649,100 $ 649,100 $ 649,100 $ 649,100 $ 649,100
less Net Revenue Reqt's. $ (656,459) $ (676,196) $ (696,400) $ (717,300) $ (738,900) $ (761,000)
Ending Sewer Operating Fund $ 241,515 $ 214,419 $ 167,119 $ 98,919 $ 9,119 $ (102,781)
Financial Plan Alt. #1: Maintain Current Operating Fund Balance
Percentage Rate Increase | 9.9% | 3.0% | 3.0% | 3.0% | 3.0%
Beginning Sewer Operating Fund () $ 282,774 $ 241515 $ 241,515 $ 241515 $ 241515 $ 241,515
Projected Rate Revenue (c) $ 615,200 $ 676,196 $ 696,400 $ 717,300 $ 738,900 $ 761,000
less Net Revenue Reqt's. $ (656,459) $ (676,196) $ (696,400) $ (717,300) $ (738,900) $ (761,000)
Ending Sewer Operating Fund $ 241,515 $ 241,515 $ 241515 $ 241,515 $ 241,515 $ 241,515
Financial Plan Alt. #2: Maintain Level Annual Rate Increases
Percentage Rate Increase | 50% | 50% | 50% | 50% | 5.0%
Beginning Sewer Operating Fund (b)) $ 282,774 $ 241,515 $ 211,279 $ 193,137 $ 188,008 $ 196,887
Projected Rate Revenue (c) $ 615,200 $ 645,960 $ 678,258 $ 712,171 $ 747,779 $ 785,168
less Net Revenue Reqt's. $ (656,459) $ (676,196) $ (696,400) $ (717,300) $ (738,900) $ (761,000)
Ending Sewer Operating Fund $ 241,515 $ 211,279 $ 193,137 $ 188,008 $ 196,887 $ 221,056
Financial Plan Alt. #3: Enterprise Fund Balance Averages at least $1.5 million (d)
Percentage Rate Increase [ 22% | 22% | 22% | 22% | 2.2%
Beginning Sewer Operating Fund (b)) $ 282,774 $ 241,515 $ 193,858 $ 139,625 $ 78,416 $ 9,833
Projected Rate Revenue (c) $ 615,200 $ 628,539 $ 642,167 $ 656,091 $ 670,317 $ 684,851
less Net Revenue Reqt's. $ (656,459) $ (676,196) $ (696,400) $ (717,300) $ (738,900) $ (761,000)
Ending Sewer Operating Fund $ 241,515 $ 193,858 $ 139,625 $ 78,416 $ 9,833 $ (66,316)
Beginning Reserve Fund Balances $ 1,708,226 $ 2,004,880 $ 1,837,505 $ 1,196,022 $ 1,158,055
Net Change in Reserves $ 102,796 $ (307,000) $ (719,900) $  (47,800) $ 211,800
Ending Operating Fund Balance $ 193,858 $ 139,625 $ 78,416 $ 9,833 $ (66,316)
Ending Reserve Fund Balances $ 2,004,880 $ 1,837,505 $ 1,196,022 $ 1,158,055 $ 1,303,538
Average Oper. & Reserve Balance $ 1,500,000
Indicates these cells are manually adjusted.
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Town of Yountville

Recommendations — The following are the primary recommendations Foresight
Consulting is making to the Town as a result of this study:

1. Adopt Conservation-Based Water Rates

We recommend the Town adopt the proposed conservation water rates. This
includes shifting the tier breakpoints downward as well as changing the tiered rates.
These recommended conservation-based water rates can more effectively shape
residential consumption patterns and thereby reduce the summer peak uses that
drive the need to develop additional supplies. It also reduces the water bills of
customers consuming at or below typical levels and requires those using more than
an average amount to pay a larger share of the water system’s peaking
requirements.

2. Adopt Water Financial Plan #2 (Eliminating NBA Costs Now, Subsidy After Two Years)

While the Town may decide whether to continue with the NBA agreement based on
non-financial factors (e.g., water supply reliability), eliminating those costs is clearly
to the Town’s benefit from a financial perspective. Based on discussions with Town
staff, the Town will need to study the water supply to determine if groundwater
resources could support another well if needed. However, initial information appears
to indicate it may be feasible to eliminate the NBA contract.

Financial Plan #2 assumed the NBA could be eliminated in FY’06-07. However, this
timing now appears unlikely. Therefore, we recommend the Town adopt a 7% water
rate increase since the NBA costs are effectively in place this year. The smaller (3%)
rate increases associated with eliminating the NBA costs would then be possible
after FY’'06-07.

3. Adopt the Cost-of-Service Sewer Rate Structure and Rates

The cost-of-service rate structure incorporates the re-configuration of the non-
residential customer classes by reducing the commercial classes from five to three,
adjusts the effluent generation levels based on water consumption records, and
makes other cost-of-service adjustments resulting from this analysis. We believe
these rates are more equitable than the Town’s current rate structure.

4. Adopt Sewer Financial Plan #2

We believe the overall benefits of Sewer Financial Plan #2 are that it offers
predictable annual rate increases and relatively stable operating reserves, rather
than annual rates that vary from year-to-year.

5. Consider Requiring Commercial Landscape Meters

We recommend the Town consider requiring commercial customers to install
landscape meters where they do not currently exist and developing a water rate for
those landscape meters that are approximately 10% higher than the commercial
rate. This would help commercial customers better identify discretionary landscape
water use and would reduce the volume-based component of their sewer bills.
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Town of Yountville
Appendix A — Rate Methodology

Industry Standards and Guidelines — The American Water Works Association
(AWWA) Rate Manual (M1) presents a few key principles that are relevant to the
Town’s water and sewer rate study:

“A water rate structure is a fee or schedule of fees designed, among other things, to
recover the utility’s costs. The design, however, is a function of many diverse and
sometimes competing objectives. A properly selected rate structure should support
and optimize a blend of various utility objectives and should work as a public
information tool in communicating these objectives to customers.”

“No one rate structure meets all utility objectives equally, and not all objectives are
valued the same by the utility or its customers. Rate objectives common to many
utilities and their customers include:

— Yielding necessary revenue in a stable and predictable manner
— Minimizing unexpected changes to customer bills

— Discouraging wasteful use and promoting justified uses

— Promoting fairness and equity

— Maintaining simplicity, certainty, convenience, feasibility, and freedom from
controversy

Recognizing and recovering the costs associated within different types of demand
from appropriate customer classes avoids subsidies among customer classes and

minimizes potential subsidies within customer classes”?.

Cost-of-Service Approaches

In both the water and sewer rate analyses, we have used standard AWWA cost-of-
service methodologies, while also consulting with the Town Council and staff to ensure
that the Town’s policies, goals and objectives have been reflected in the study. The
figures below provide an overview of the general approach to calculating water rates,
and the two subsequent figures outline the general cost-of-service process used for
sewer rates.

1 Manual of Water Supply Practices (M1), Principles of Water Rates, Fees, and Charges, published by the American
Water Works Association (AWWA), Chapter 9.
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Town of Yountville

Cost-of-Service Approach (Water)

| FUNCTIONALIZATION| |CLASSIFICATION| | ALLOCATION
— Capacity Residential = |— Residential
Total Revenue Reqg'ts. | Related $ Commercial Rate
- Source of Supp|y ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, : Industrial -1 Tmmmmmmmm
- Treatment | |
- Transmission [ - ) |
- Distribution L - Commodity | Residential | | Commercial
- General Admin. Related $ Commercial : Rate
_ Capltal Costs Industrial - - |- 4 —I ;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;;
- Reserves !
“““ -DebtService l
== Customer | -----»Residential || ) Industrial
Related $ Commercial I Rate |
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Industrial == == — ——
Water Rates - AWWA COS Analysis

Cost-of-Service Approach (Sewer)

Sewer Enterprise System
System Revenue Requirements($/Yr.)

iy

Rate Revenue to be Other System
Recovered from Monthly User | (Non-Rate)
Revenues
Charges
== CIP/Capital Projects
= Costs

Costs Allocated to Customer
or Flow-Based Costs

_~-=- Annual System Loadings
’ i’ -
/
Y
— Flow-Based | . Flow = Unit Flow Costs
Costs ($) (hcf) ($/hcf)
|| Customer = | No. of Cust. — |Fixed Unit Costs
Costs ($) (Accounts) ($/Account)

Development of Unit Costs (Sewer)
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Part 2 of Cost-of-Service Approach (Sewer)

Town of Yountville

Customer Class Effluent Loadings
(Based on Avg. Winter or Annual Water Use)

Customer Flow $/Unit - Flow Flow Costs of
(hef/bi-mo.) X ($/nhcf) = Customer Class

No. of Customer X Fixed Unit Cost | — Customer Costs of
Accounts ($/Account) Customer Class

| |
2z

Total Revenue
Required From Each
Customer Class

Allocation of Unit Costs to

Customer Classes

Following these general methodologies, we prepared three rate structure alternatives.
These alternative rates were then compared to determine the rate impacts on typical

customer bills.

e The existing rate structure, along with across-the-board (ATB) rate increases

needed to meet the funding levels identified in th

e financial plans

e Cost-of-service (COS) rate structure, which evaluated how costs are allocated
between and within customer classes compared to the existing rate structure

e Conservation-oriented water rates

The rate structure for water was a particular concern in this analysis, since the Town
had indicated it would like to encourage greater water conservation. As a result, several
combinations of tier breakpoints, tiered rates, and fixed charges were examined before
arriving at the recommended conservation rate structure.

Water Rate Cost-of-Service Details

The following tables provide a summary of the basic tables and data used in the cost-of-

service rate analysis for the water utility. These cover the general topics of:

e Number of customers
e Water consumption
e Revenue requirements

e Cost allocations

The intent of this section is to provide more detailed data and document the calculations
used in the analysis without duplicating information already provided in the main part of

this report.
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Number of Water Customers

Town of Yountville

The following two tables summarize the number of customers and equivalent meters,
which reflect the hydraulic capacity of various sizes of meters.

Number of Customers
Town of Yountville
3/4" 1" 1.5" 2" 3" 4" 6" Total |% of Total
Inside City
Single Family Res. 533 24 557 | 74.4%
Multi-Family Res. 32 25 3 1 1 3 1 66| 8.8%
Non-Residential 32 17 9 24 1 1 84 11.2%
Outside City -
Residential 27 5 1 33 5.5%
Non-Residential - 0.0%
Outside City Multiplier | 125% |
Total Customers 625 71 12 25 3 4 1 741 100%
Total Adjusted Cust. 631 72 12 25 3 4 1 748
|Indicates a variable that can be changed by the user.
Number Of Equivalent Meters
Town of Yountville
3/4" 1" 1.5" 2" 3" 4" 6" Total |% of Total
Equivalent Meter Ratio 15 2.5 5.0 8.0 15.0 25.0 50.0
Adjusted Ratio 1.0 1.7 3.3 5.3 10.0 16.7 33.3
Inside City
Single Family Res. 533 40 - - - - - 573 | 54.2%
Multi-Family Res. 32 42 10 5 10 50 33 182 | 17.3%
Non-Residential 32 28 30 128 10 17 - 2451 23.2%
Outside City Multiplier [ 125% |
Outside City
Residential 34 10 - - 13 - - 57 5.4%
Non-Residential - - - - - - - - 0.0%
Total 631 120 40 133 33 67 33 1,057 | 100%

Water Consumption

Several types of water consumption data were used in the water rate analysis. The
following tables and figures summarize this information, starting with the total annual
consumption by customer class and meter size.

Water Use Summary by Meter Size and Customer Class (hcflyear)
Town of Yountville
3/4" 1" 1.5" 2" 3" 4" 6" Total % of Total
Inside City
Single Family Res. 57,309 39 - - - - - 57,348 37.3%
Multi-Family Res. 5,871 5,723 2,475 265 5,643 16,133 1,859 37,969 24.7%
Non-Residential 8,775 10,744 4,547 23,202 3,261 1,827 - 52,356 34.0%
Outside City
Residential 5,406 716 - - - - - 6,122 4.0%
Non-Residential - 0.0%
Total 77,361 17,222 7,022 23,467 8,904 17,960 1,859 153,795 100.0%
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The next three graphs provide information about residential consumption patterns,
which were the focus of the conservation-based rate alternative.

No. of Bills by Water Consumption Levels
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The next table compares the amount of water estimated to be used by tier for the
various rate structure alternatives.
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Summary of Water Consumption by Tier (FY 06-07)
Town of Yountville
No. of Billing Units (1,000 gals.)
Current Rates/ATB Tier 1 Tier 2 Tier 3 Tier 4 Total
Tier Break Points 5 hcf 42 hcf 100 hcf - --
Inside City
Single Family Res. 14,853 37,086 4,446 963 57,348
Single Family Res. % 26% 65% 8% 2% 100%
Multi-Family Res. 7,022 26,281 4,389 278 37,969
Non-Residential 52,355 - - - 52,355
Outside City
Single Family Res. 852 3,030 1,368 872 6,122
Non-Residential - - - - -
Total 75,082 66,398 10,203 2,113 153,795
COS Approach
Tier Break Points 5 hcf 42 hcf 100 hcf - --
Inside City
Single Family Res. 14,853 37,086 4,446 963 57,348
Multi-Family Res. 7,022 26,281 4,389 278 37,969
Non-Residential 52,355 - - - 52,355
Outside City
Single Family Res. 852 3,030 1,368 872 6,122
Non-Residential - - - - -
Total 75,082 66,397 10,203 2,113 153,794
Conservation Approach
Tier Break Points 7.5 hcf 20 hcf 40 hcf - --
Inside City
Single Family Res. 20,626 19,806 11,508 5,409 57,348
Single Family Res. % 36% 35% 20% 9% 100%
Multi-Family Res. 7,022 26,281 4,389 278 37,969
Non-Residential 52,355 - - - 52,355
Outside City
Single Family Res. 852 3,030 1,368 872 6,122
Non-Residential - - - - -
Total 80,854 49,117 17,265 6,559 153,795

Source: Table W-COM2, Estimated Water Consumption by Class and by Rate Alternative (FY'06-07)

Water Revenue Requirements

Appendix B summarizes the annual water budgets which, along with the subsidy and
NBA costs as defined in the financial plans, determine the annual revenue
requirements. Additionally, the rate structure alternatives adjust the revenue
requirements by customer class in order to better achieve the objectives of those rate
alternatives. The following table summarizes revenue requirements by rate alternative.

Commodity Revenue Reqt's by Financial Plan & Rate Alternative (FY'06-07)
Town of Yountville
Current Financial Plan #1 - With NBA Costs Financial Plan #2 - Without NBA Costs
Rate Revenue Requirements Revenue Requirements
Inside City Revenue @) | 1. FullATB 2. Full COS (b 3. Conserv. (¢)f 1. EullATB 2. Full COS (@) 3. Conserv. (¢
Single Family Res. $124,599 $142,893 $81,886 $143,979 $136,624 $116,606 $146,888
Multi-Family Res. $84,484 $96,888 $54,215 $95,326 $92,638 $77,203 $97,252
Non-Residential $119,369 $136,895 $74,758 $131,446 $130,889 $106,456 $134,102
Outside City
Single Family Res. $36,851 $42,261 $15,560 $27,359 $40,407 $15,560 $19,601
Non-Residential $0 $0 $0 $0 $0 $0 $0
Total $365,304 $418,939 $226,418 $398,109 $400,558 $315,825 $397,842
Target Revenue Requirements:
Service Charge Revenue Requirement $150,861 $343,382 $171,691 $144,242 $228,975 $146,958
Commodity Charge Revenue Requirement $418,939 $226,418 $398,109 $400,558 $315,825 $397,842
Total Revenue Requirement $569,800 $569,800 $569,800 $544,800 $544,800 $544,800

a. From Table W-FP1.4, Commodity Rates and Revenue - All Rate Alternatives/Financial Plan #1 (With NBA Costs - FY'06-07).
b. From Cost Allocation Table W-CA3, Summary of Subsidy Adjusted Revenue Reqts. - Financial Plan 1 (With NBA)

c. Costs are allocated to custoemr classes in the same proportions as the Full COS revenue requirements.

d. From Cost Allocation Table W-CA4, Summary of Subsidy Adjusted Revenue Reqts. - Financial Plan 2 (Without NBA)
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The next two figures show the revenue requirements by customer class and rate
alternative for each of the two financial plans. In both cases (i.e., both financial plans)
the total revenue requirement for single-family customers decreases from the COS to
the conservation-based rate alternative. This is because the total revenue collected
from commodity charges increases in the conservation alternative compared to the
COS alternative.

Revenue Req'ts by Customer Class & Rate Alternative
Fin. Plan #1 - Continued NBA Costs & Subsidy (FY'06-07)
$275,000 — y
$250,000 = B Single Family Res.
$225,000 | —— = @ Non-Residential
$200,000 7§ § B Multi-Family Res.
$175,000 —_— E B Outside-Resid.
$150,000 - o
$125,000 +—
$100,000
$75,000
$50,000 +—
$25,000
$0
Full ATB Full COs Full Conserva.

Revenue Reqts by Customer Class & Rate Alt. - Fin. Plan
#2: No NBA Costs, No Subsidy After 2 Yrs . (FY'06-07)
$275,000 ‘
$250,000 - — B Single Family Res.
$225,000 = @ Non-Residential
$200,000 B E 3 @ Multi-Family Res.
$175,000 E E B Outside-Resid.
$150,000 —
$125,000 —
$100,000
$75,000 -
$50,000 -+
$25,000
$0
Full ATB Full COS Full Conserva.

We need to expand on this explanation: Although the exact same percentages of
commodity charges are collected from the single-family, multi-family, and non-
residential classes in the COS and conservation rate alternatives (and the same is true
for fixed monthly service charges), single family customers have a much larger share of
the service charge revenue. Because of this, increasing commodity charge revenue
(which was achieved by reducing the total single-family customer’s service charge
revenue by 50%) results in a net lower total revenue requirement from the single-family
class. Likewise, there is a larger net revenue requirement from non-residential and
multi-family classes.
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The cost data for these two figures are summarized in the next tow tables, and indicate
that each rate alternative collects the same total revenue in each financial plan.

Revenue Reqt's by Customer Class & Rate Alternative (FY'06-07)
Financial Plan #1 - Continued NBA Costs & Subsidy
Town of Yountville

Full ATB Full COS Full Conserva.
Single Family Res. $223,505 $271,001 $238,536
Multi-Family Res. $120,811 $109,142 $122,789
Non-Residential $170,581 $148,342 $168,238
Outside-Resid. $54,903 $41,315 $40,236
Total $569,800 $569,800 $569,800

Revenue Reqt's by Customer Class & Rate Alternative (FY'06-07)
Financial Plan #2 - No NBA Costs, No Subsidy After 2 Years
Town of Yountville

Full ATB Full COS Full Conserva.
Single Family Res. $213,699 $250,935 $233,101
Multi-Family Res. $115,510 $112,451 $119,874
Non-Residential $163,097 $153,503 $164,297
Outside-Resid. $52,494 $27,912 $27,528
Total $544,800 $544,800 $544,800
A-8
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Water Cost Allocations

The table below summarizes the functional cost allocation used in the water rate cost-of-service analysis.

Summary of Water Budget Projections & Revenue Requirements
Town of Yountville
Allocation Percentages Allocated Costs
Projected Customer Capacity Variable Customer  Capacity Variable Total
FY 06-07 Fixed Fixed Costs Fixed Fixed Costs
Operating Expenditures
61-4505 Operations Expenditues
Personnel Services $131,200 25% 50% 25% $32,800 $65,600 $32,800 $131,200
Service & Supplies (less debt service) $70,500 25% 50% 25% $17,625 $35,250 $17,625 $70,500
Total Operations Expenses $201,700 $50,425 $100,850 $50,425 $201,700
Debt Service $27,700 0% 100% 0% $0 $27,700 $0 $27,700
61-4507 Water Purchase/Conservation (excludes NBA)
Personnel Services $11,000 0% 50% 50% $0 $5,500 $5,500 $11,000
Service & Supplies $3,500 0% 50% 50% $0 $1,750 $1,750 $3,500
Water - City of Napa $2,500 0% 0% 100% $0 $0 $2,500 $2,500
Water - Veteran's Home $242,500 0% 0% 100% $0 $0 $242,500 $242,500
Water - Napa (fireline) $400 0% 0% 100% $0 $0 $400 $400
Total Purchase/Conservation Expenses $259,900 0% 3% 97% $0 $7,250 $252,650 $259,900
Total Expenditures $489,300 10% 28% 62% $50,425  $135,800 $303,075 $489,300
Transfers and Non-Rate Revenue
Transfer to Capital Improvement Fund 60 $50,000 0% 100% 0% $0 $50,000 $0 $50,000
Transfer Out to Rate Stabilization Fund $20,000 0% 0% 100% $0 $0 $20,000 $20,000
less Transfer In from Rate Stailization Fund $0 0% 0% 100% $0 $0 $0 $0
less Other Revenue ($11,500) 0% 50% 50% $0 ($5,750) ($5,750) ($11,500)
less Operations Investment Earnings ($3,000) 0% 50% 50% $0 ($1,500) ($1,500) ($3,000)
Total Transfers & Non-Rate Revenue $55,500 0% 77% 23% $0 $42,750 $12,750 $55,500
Rev Reqts (excluding NBA) (a) $544,800 9% 33% 58% $50,425 $178,550  $315,825 $544,800
Rev. Reqt's (Excluding the Subsidy) (b) $544,800 - -- - $50,425 $178,550  $315,825  $544,800
NBA Water Purchases $250,000 0% 100% 0% $0  $250,000 $0 $250,000
Rev Reqts (with NBA) (a) $794,800 6% 54% 40% $50,425 $428,550 $315,825 $794,800
Subsidy ($225,000) -- - -- ($14,275) ($121,318) ($89,407) ($225,000)
Rev. Reqt's (Including the Subsidy) (b) $569,800 -- == = $36,150  $307,232 $226,418 $569,800

a. The subsidy from the general fund is not included here. How it is allocated depends on the financial plan.
b. If NBA costs are excluded, the subsidy is used for building reserves (not deducted from revenue reqt's.). The subsidy is deducted from revenue reqt's. if NBA costs are included.
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The Town Council decided that the general fund subsidy for water should only be
applied to customers within the Town, not outside customers. Therefore, an adjustment
to the revenue requirements for the “inside” customer classes was necessary, which is
shown in the next table.

Revenue Requirements After Subsidy Adjustments - Fin. Plan 1 (Continued NBA Costs & Subsidy)
Town of Yountville
Customer Fixed Capacity Fixed Commodity Variable
% of Equiv. % of Total
% of Customers  Alloc. Costs Meters Alloc. Costs | Consumption  Alloc. Costs
Single Family Res. (a) 74.4% $37,537 54.2% $232,317 36.9% $116,606 $386,460
Less: Subsidy to SFR (b) -- ($11,246) -- ($69,492) -- ($34,721) | ($160,420)
Adjusted SFR Rev. Reqt's $26,290 $162,825 $81,886 $271,001
Multi-Family Res. (a) 8.8% $4,448 17.3% $73,925 24.4% $77,203 $155,576
Less: Subsidy to MFR (b) -- ($1,333) -- ($22,113) -- ($22,988) ($64,580)
Adjusted MFR Rev. Reqt's $3,115 $51,812 $54,215 $109,142
Non-Residential (a) 11.2% $5,661 23.2% $99,333 33.7% $106,456 $211,450
Less: Subsidy to Non-Res. () -- ($1,696) -- ($29,713) -- ($31,698) ($87,773)
Adjusted MFR Rev. Reqgt's. $3,965 $69,620 $74,758 $148,342
Outside Residential (a) 5.5% $2,780 5.4% $22,975 4.9% $15,560 $41,315
Less: Subsidy to Outside (b) -- $0 -- $0 -- $0 ($17,150)
Adjusted MFR Rev. Reqt's. $2,780 $22,975 $15,560 $41,315
Total - w/ Subsidy $36,150 $307,232 $226,418 $569,800
Total - w/o Subsidy $50,425 $428,550 $315,825 $794,800

a. Allocation %'s are from Tables W-C2, W-C3, and W-WU?2 respectively.
b. Subsidies are proportional to SFR, MFR, and Non-Residential allocated costs, respectively.

The next two tables summarize the results of the subsidy adjustments for each of the
two water utility financial plans.

Summary of Subsidy Adjusted Revenue Reqts. - Fin. Plan 1 (Continued NBA Costs & Subsidy)
Iown ot Yountville

Customer Fixed Capacity Fixed Commodity Variable Total
% of Customers  Alloc. Costs Meters Alloc. Costs | Consumption ~ Alloc. Costs

Inside City

Single Family Res. 74.4% $26,290 54.2% $162,825 36.9% $81,886 $271,001

Multi-Family Res. 8.8% $3,115 17.3% $51,812 24.4% $54,215 $109,142

Non-Residential 11.2% $3,965 23.2% $69,620 33.7% $74,758 $148,342
Outside City

Residential 5.5% $2,780 5.4% $22,975 4.9% $15,560 $41,315

Non-Residential 0.0% $0 0.0% $0 0.0% $0 $0
Total Revenue Reqts. 100% $36,150 100% $307,232 100% $226,418 $569,800
Total Fixed Charges (Service Charge Revenue) $343,382
Total Variable Charges (Commodity Revenue) $226,418
Total Revenue Requirements $569,800

Summary of Subsidy Adjusted Revenue Reqts. - Fin. Plan 2 (No NBA Costs, No Subsidy After 2 Years)
Town of Yountville

Customer Fixed Capacity Fixed Commodity Variable Total
% of Customers  Alloc. Costs Meters Alloc. Costs | Consumption ~ Alloc. Costs

Inside City

Single Family Res. 74.4% $37,537 54.2% $96,792 36.9% $116,606 $250,935

Multi-Family Res. 8.8% $4,448 17.3% $30,800 24.4% $77,203 $112,451

Non-Residential 11.2% $5,661 23.2% $41,386 33.7% $106,456 $153,503
Outside City

Residential 5.5% $2,780 5.4% $9,572 4.9% $15,560 $27,912

Non-Residential 0.0% $0 0.0% $0 0.0% $0 $0
Total Revenue Reqts. 100% $50,425 100% $178,550 100% $315,825 | $544,800
Total Fixed Charges (Service Charge Revenue) $228,975
Total Variable Charges (Commodity Revenue) $315,825
Total Revenue Requirements $544,800
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FORESIGHT CONSULTING Draft Report: Water & Sewer Rate Study

Town of Yountville

Sewer Rate Cost-of-Service Details

The following tables provide a summary of the same basic types of tables and data
shown for the water utility:

e Number of Sewer Customers
e Sewer User Wastewater Characteristics
e Revenue Requirements

e Cost Allocations

Number of Sewer Customers

The following table summarizes the sewer customers by meter size and shows the new
customer classes of low-, medium-, and high-strength commercial customers.

Number of Sewer Customers (FY'06-07)
Town of Yountville
Meter Size  3/4" 1" 1.5" 2" 3" 4"  Accum(p) Total
Inside City
Residential
Single Family Res. 533 24 557
Multi-Family Res. 30 24 2 1 1 2 60
Multi-Family Units 68 108 16 6 - 18 319 535
Non-Residential 26 8 9 12 - 1 - 56
Low-Strength (a)
Church/School/Group 3 2 2 7
Other-Commercial 1 1 3 5
Town Use 1 1 2
Medium-Strength (a)
Hotels/Inns 5 2 9 1 17
Other-Commercial 4 4
Mult-Commercial 2 3 2 1 8
High-Strength (a)
Restaurant/Bar 5 4 1 1 11
Sewer Only 9 9
Outside City -
Residential 27 5 1 33
Non-Residential 1 1 2
Total Customers 646 72 22 25 1 3 2 771

a. From Town billing data sent 7/14/06.
b. Mobile home parks.

Similar to the water rate analysis, non-residential customers are assessed some
charges based on their hydraulic capacity, which is determined by a hydraulic factor
adjustment, as shown in the next table.
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FORESIGHT CONSULTING Draft Report: Water & Sewer Rate Study

Town of Yountville

Number of Equivalent Meters (Non-Residential Sewer Customers Only)
Town of Yountville

3/4" 1" 1.5" 2" 3" 4" 6" Total
Equivalent Meter Ratio 1.5 2.5 5.0 8.0 15.0 25.0 50.0
Adjusted Ratio 1.0 1.7 3.3 5.3 10.0 16.7 33.3
Inside City
Low-Strength (a)
Church/School/Group 3 3 7 - - - - 13
Other-Commercial 1 2 10 - - - - 13
Town Use - - 3 5 - - - 9
Subtotal Low-Strength 4 5 20 5 - - - 34
Medium-Strength (a)
Hotels/Inns 5 - 7 48 - 17 - 76
Other-Commercial 4 - - - - - - 4
Mult-Commercial 2 5 7 5 - - - 19
Subtotal Med.-Strength 11 5 13 53 - 17 - 99
High-Strength (a)
Restaurant/Bar 5 7 3 5 - - - 20
Total Non-Residential 20 17 37 64 - 17 - 154

a. From Town billing data sent 7/14/06.
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FORESIGHT CONSULTING Draft Report: Water & Sewer Rate Study
Town of Yountville

Sewer User Wastewater Characteristics & Revenue Requirements

Based on customer records and the Town treatment plant records, the wastewater flows and effluent strength characteristics
of each customer class were estimated, as shown below. These data are the basis for cost-of-service rate calculations.

Customer Class Wastewater Characteristics & Annual Loadings
Town of Yountville
Estimated Effective Water Use (Effluent Flow) Estimated BOD (f) Estimated TSS ()
Total # of Water Use Typical Annual Effluent/Flow [Typical BOD  Annual Typical Annual
Customer Class Customers (a) | (1,000 Gal.iyr) (b) Effluent % (c) (1.000 Gal./yr) (d) MGD (e) (mg/L) BOD (lbs./yr) | TSS (mg/L) TSS (lbs./yr)
Residential (Effective Water Use)
Single Family 529 57,348 60% 34,409 0.093 153 43,170 217 61,246
Multiple-Residential (g) 535 36,126 67% 24,204 0.065 153 30,367 217 43,083
Outside-Residential 30 6,122 60% 3,673 0.010 153 4,608 217 6,538
Subtotal 1,094 99,596 63% 62,286 0.168 -- 78,146 -- 110,867
Low-Strength
Church/School/Group 9 7,363 45% 3,313 0.009 100 2,702 109 2,949
Other-Commercial 5 1,378 85% 1,172 0.003 115 1,102 163 1,564
Town Use 2 957 45% 431 0.001 100 351 87 307
Subtotal 16 9,698 51% 4,915 0.013 -- 4,156 -- 4,819
Medium-Strength
Hotels/Inns 17 16,735 85% 14,225 0.038 237 27,662 130 15,192
Other-Commercial 4 1,103 85% 937 0.003 115 882 163 1,251
Mult-Commercial 8 6,391 85% 5,432 0.015 115 5,112 163 7,252
Subtotal 29 24,229 85% 20,594 0.055 -- 33,656 -- 23,695
High-Strength
Restaurant/Bar 11 8,858 85% 7,529 0.020 766 47,232 652 40,205
Town Subtotal 1,150 142,381 -- 95,326 0.257 -- 163,190 -- 179,587
Veterans Home (h) 1 142,381 -- 95,326 0.257 -- 163,190 -- 179,587
Total 1,151 284,762 -- 190,651 0.513 -- 326,379 -- 359,173
Average Annual Loadings () 0.513 209 326,379 230 359,173

a. From Town billing records and Consumption Report by Water Class, 6/1/06. MFR shows number of units rather than accounts.

b. Source: FY 04-05 Water Usage Reports. Water usage data was adjusted where there were fewer sewer customers than water customers.

c. Based on winter water use as shown in consumption records.

d. Water Use times the Typical Effluent %. This is used to estimate the MGD, which is then adjusted to match average annual plant flows.

e. The million gallons per day (MGD) has been adjusted by a factor so that it matches the total average annual flow per plant records.

f. The typical BOD and TSS mg/L values per State guidelines have been adjusted so that total annual pounds equal the average annual plant loadings.
g. MFR combines multi-family/apartments, mobile home parks, and condos/townhouses. Number of units are shown rather than accounts.

h. The Town estimates Veteran's Home's share to be 50% on an annual basis, but verifies actual charges at each year-end.

i. From the Discharge Self Monitoring Report, Annual Summary - NPDES-CA0038121, 2005.
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FORESIGHT CONSULTING Draft Report: Water & Sewer Rate Study

Town of Yountville

The next table summarizes the wastewater characteristics along with the resulting
revenue requirements and unit costs.

Summary of Wastewater Characteristics & FY'06-07 COS Revenue Requirements
Town of Yountville
No. of Actual Water Total Rev.
Customer Classes Customers Use Flow (a) BOD TSS Req't.
Town Customers (1,000 gal./yr) (1,000 gal./yr) MGD (Ibs/yr) (Ibs/yr) -
Single-Family 559 63,470 38,082 0.102 47,779 67,784 --
Multi-Family & MH 535 36,126 24,204 0.065 30,367 43,083 -
Low-Strength 16 9,698 4,915 0.013 4,156 4,819 --
Medium-Strength 29 24,229 20,594 0.055 33,656 23,695 --
High-Strength 11 8,858 7,529 0.020 47,232 40,205 --
Subtotal - Town 1,150 142,381 95,326 0.257 163,190 179,587 --
Veteran's Home (b) 1 142,381 95,326 0.257 163,190 179,587 --
Total 1,151 284,762 190,651 0.513 326,379 359,173 -
COS Revenue Reqt's (c) $58,350 -- $256,199 -- $180,824 $180,824 $676,196
Unit Costs $50.70 -- $1.34 -- $0.554 $0.503 -

Source of estimates: Table L-S1. However, data has been aggregated to match the rate structure customer classes.
a. Effective water use, or effluent to the treatment plant, is the basis for the sewer charges.
b. The Town estimates Veteran's Home's share to be 50% on an annual basis, but verifies actual charges at each year-end.
c. From Table CA-S1, Summary of Sewer Budget Projections & Revenue Requirements.

Sewer Utility Cost Allocations

The next table provides the functional cost allocations for sewer revenue requirements.

Summary of Sewer Budget Projections & Revenue Requirements
Town of Yountville
Proposed (a) Allocation Percentages Allocated Costs
FY 06-07 |cust.Ser. Flow BOD TSS | Cust. Services Flow BOD TSS
Operating Expenditures
62-4510 Operations Expenditures
Personnel Services $67,600| 50% 50% 0% 0% $33,800 $33,800 $0 $0
Services, Supplies & Capital Outlay $44,100 | 50% 50% 0% 0% $22,050 $22,050 $0 $0
Total Operations Expenses  $111,700 $55,850 $55,850 $0 $0
62-4515 Treatment Admin. Expenditures
Personnel Services $286,400 0% 34% 33% 33% $0 $97,376 $94,512 $94,512
Services, Supplies & Capital Outlay $201,600 | 0% 34% 33% 33% $0 $68,544 $66,528 $66,528
Total Treatment Expenses  $488,000 $0 $165,920 $161,040 $161,040
Transfers & Non-Rate Revenues (Fund 62)
3802 Transfer to Wastewater CIP $50,000 5% 50% 22.5% 22.5% $2,500 $25,000 $11,250 $11,250
3805 Capital Recovery Contribution JTP (63) $36,996 0% 34% 33% 33% $0 $12,579 $12,209 $12,209
less Other Revenue (3621, 3636, 3652) ($10,500)| 0% 30% 35% 35% $0 ($3,150)  ($3.675)  ($3.675)
Total Transfers & Non-Rate Revenue  $76,496 $2,500 $34,429 $19,784 $19,784
Net Revenue Requirements $676,196 9% 38% 27% 27% $58,350 $256,199 $180,824 $180,824

Using the data in the previous two tables, the revenue requirements for each
wastewater parameter (i.e., flow, BOD, and TSS) by customer class are further defined

in the next two tables.
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Town of Yountville

Annual COS Revenue Requirements by Customer Class (FY'06-07)
Town of Yountville
Customer Costs Flow
No. of Annual Rev. Units Annual Rev.
Customer Classes Customers $/Unit/yr Req't. (1,000 gal./yr) $/Unit Req't.
Town Customers
Residential
Single-Family 559 $50.70 $28,339 38,082 $1.34 $51,175
Multi-Family & MH 535 $50.70 $27,122 24,204 $1.34 $32,526
Subtotal - Resid. 1,070 - $54,244 48,409 -- $65,052
Non-Residential
Low-Strength 16 $50.70 $811 4,915 $1.34 $6,605
Medium-Strength 29 $50.70 $1,470 20,594 $1.34 $27,675
High-Strength 11 $50.70 $558 7,529 $1.34 $10,118
Subtotal - Non-Resid. 56 - $2,839 33,039 -- $44,398
Veteran's Home (b) 1 $50.70 $50.70 95,326 $1.34 $128,099
Total 1,127 -- 57,133 176,773 - $237,550
BOD TSS Annual
Annual Rev. Units Annual Rev. Revenue
Town Customers Units (lbs/yr) $/Unit Req't. (Ibslyr) $/Unit Req't. Reqt's.
Residential
Single-Family 47,779 $0.554 $26,471 67,784 $0.503 $34,126 $140,110
Multi-Family & MH 30,367 $0.554 $16,824 43,083 $0.503 $21,690 $98,162
Subtotal - Resid. 78,146 -- $43,295 110,867 - $55,815 $238,272
Non-Residential
Low-Strength 4,156 $0.554 $2,302 4,819 $0.503 $2,426 $12,145
Medium-Strength 33,656 $0.554 $18,646 23,695 $0.503 $11,929 $59,720
High-Strength 47,232 $0.554 $26,168 40,205 $0.503 $20,241 $57,085
Subtotal - Non-Resid. 85,044 -- $47,117 68,720 - $34,596 $128,950
Veteran's Home (b) 163,190 $0.554 $90,412 179,587 $0.503 $90,412 $308,974
Total 326,379 - $180,824 359,173 -- $180,824 $676,196

Source: Table L-S1, but data has been aggregated to match the rate structure customer classes.

Based on these revenue requirements and unit costs, the bi-monthly service charges
and strength charges are calculated as shown in the next two tables.
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Town of Yountville

Calculation of Bi-Mo. Fixed Service Charges (FY'06-07)
Town of Yountville
Number of Customers or
Service Charge Equiv. Meters (b) Bi-Monthly Service Charges
Revenue (a) Customer/Units Equiv. Meters Residential Non-Residential (by Meter Size)

Customer Classes $/Unit/2 mo. 3/4" 1" 1.5" 2" 3" 4" 6"

Town Customers Customer Service-based Component of Service Charge
Single-Family $28,339 559 - $8.45 -- -- -- -- -- - -
Mutli-Family & MH $27,122 535 - $8.45 -- -- -- -- -- - -
Low-Strength $811 16 - -- $8.45 $8.45 $8.45 $8.45 $8.45 $8.45 $8.45
Medium-Strength $1,470 29 - -- $8.45 $8.45 $8.45 $8.45 $8.45 $8.45 $8.45
High-Strength $558 11 -- -- $8.45 $8.45 $8.45 $8.45 $8.45 $8.45 $8.45

Flow-based Component of Service Charge (c)
Single-Family $111,771 559 - $33.32 -- -- -- - -- - -
Mutli-Family & MH $71,040 535 - $22.13 -- -- -- -- -- - -
Low-Strength $6,605 -- 34.3 -- $32.07 $53.44 $106.88 $171.02 $320.65 $534.42 $1,068.85
Medium-Strength $27,675 -- 99.3 -- $46.43 $77.39 $154.78 $247.65 $464.34 $773.90 $1,547.81
High-Strength $10,118 -- 20.3 -- $82.93 $138.22 $276.45 $442.31 $829.34 $1,382.23  $2,764.47
Service Charge

Single-Family $140,110 559 - $41.77 -- -- -- - -- - -
Mutli-Family & MH $98,162 535 - $30.58 -- -- -- - -- - -
Low-Strength $7,417 -- 34.3 -- $40.51 $61.89 $115.33 $179.47 $329.10 $542.87 $1,077.30
Medium-Strength $29,145 -- 99.3 -- $54.88 $85.84 $163.23 $256.10 $472.79 $782.35 $1,556.26
High-Strength $10,676 -- 20.3 -- $91.38 $146.67 $284.90 $450.76 $837.79 $1,390.68  $2,772.91

a. Includes total revenue req'ts. for SFR and MFR/MH, but only Customer Service and Flow-based costs for Low-, Medium- and High-Strength customers.
b. SFR are Accounts, MFR & MH are number of individual units, and non-residential are equivalent meters from Table C-S2.
c. Includes Flow-based costs for all customer classes plus BOD and TSS costs for residential classes.

Calculation of Non-Residential-Strength Charges (FY'06-07)
Town of Yountville
Effluent Flow (a) Annual Revenue Reqt's. (b) Strength
Customer Classes (1,000 gal./yr) % BOD TSS Total Charge
Town Customers ($/1,000 gal.) (c)
Low-Strength 4,915 51% $2,302 $2,426 $4,729 $0.962
Medium-Strength 20,594 85% $18,646 $11,929 $30,575 $1.485
High-Strength 7,529 85% $26,168 $20,241 $46,409 $6.164
Veteran's Home (d) 95,326 -- $90,412 $90,412 $180,824 $1.897
Unit Costs ($/1b.) (e) - -- $0.554 $0.503 -- --

a. Water Use from Table COS-S2. The "% of Water Use" has already been refleced in developing revenue requirements.

b. From Table COS-S2.

c. Total Annual Revenue Reqt's. divided by Actual Water Use. Bi-monthly strength charges are calculated using actual water
use times the % of Water Use times this strength charge.
d. Veterans Home strength charges are based on actual monitored and metered results but are estimated here
as 50% of Town loadings.

e. From Table COS-S1.
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Appendix B — Projected Water and Sewer Budgets

Summary of Water Budget Projections & Revenue Reqt's - Fin. Plan #1 (Continued NBA Costs & Subsidy)
Town of Yountville
Actual Estimated Projected Budgets & Revenue Requirements
FY 04-05 FY 05-06 F Y 06-07 F Y 07-08 F Y 08-09 F Y 09-10 FY10-11
Fund 61 Operating Expenditures
61-4505 Operations Expenditures
Personnel Services 104,862 127,800 131,200 135,100 139,200 143,400 147,700
Service & Supplies (less debt service) 34,053 54,100 70,500 72,600 74,800 77,000 79,300
Total Operations Expenses 138,915 181,900 201,700 207,700 214,000 220,400 227,000
Debt Service 0 0 27,700 27,700 27,700 27,700 27,700
61-4507 Water Purchase/Conservation (w/o NBA Purchases)
Personnel Services 7,165 10,400 11,000 11,300 11,600 11,900 12,300
Service & Supplies 1,783 3,500 3,500 3,600 3,700 3,800 3,900
Water - City of Napa 105,405 2,500 2,500 2,600 2,700 2,800 2,900
Water - NBA 183,597 225,000 250,000 250,000 250,000 250,000 250,000
Water - Veteran's Home 196,587 250,000 242,500 250,000 258,000 266,000 274,000
Water - Napa (fireline) 330 400 400 400 400 400 400
Total Purchase/Conservation Expenses 494,867 491,800 509,900 517,900 526,400 534,900 543,500
Total Expenditures 633,782 673,700 739,300 753,300 768,100 783,000 798,200
Transfers and Non-Rate Revenue
Transfer to Capital Improvement Fund 60 50,000 50,000 50,000 125,000 50,000 50,000 50,000
Transfer Out to Rate Stabilization Fund 0 0 20,000 20,000 20,000 20,000 20,000
less Transfer In from Rate Stabilization Fund 0 0 0 0 0 0 0
less Other Revenue (28,893) (18,300) (11,500) (20,000) (20,600) (21,200) (21,800)
less Subsidy from General Fund (175,000) (205,000) (225,000)  (225,000) (225,000) (225,000)  (225,000)
less Operations Investment Earnings (2,759) (3.500) (3,000) (3.100) (3.200) (3.300) (3.400)
Total Transfers & Non-Rate Revenue  (156,652) (176,800) (169,500) (103,100)  (178,800)  (179,500) (180,200)
Revenue Reqts. (including NBA costs & Subsidy) 477,130 496,900 569,800 650,200 589,300 603,500 618,000
Annual % Increase -- 4.1% 14.7% 14.1% -9.4% 2.4% 2.4%
Expenditure Escalator 3.0% 3.0% 3.0% 3.0%

a. Under Financial Plan #1, the subsidy is also continued along with NBA purchases.

Summary of Water Budget Projections & Revenue Reqt's. - Fin. Plan #2 (No NBA Costs, No Subsidy After 2 Years)
Town of Yountville
Actual Estimated Projected Budgets & Revenue Requirements
FY 04-05 FY 05-06 F Y 06-07 F Y 07-08 F Y 08-09 F Y 09-10 FY10-11
Fund 61 Operating Expenditures
61-4505 Operations Expenditues
Personnel Services 104,862 127,800 131,200 135,100 139,200 143,400 147,700
Service & Supplies (less debt service) 34,053 54,100 70,500 72,600 74,800 77,000 79,300
Total Operations Expenses 138,915 181,900 201,700 207,700 214,000 220,400 227,000
Debt Service 0 0 27,700 27,700 27,700 27,700 27,700
61-4507 Water Purchase/Conservation (w/o NBA Purchases)
Personnel Services 7,165 10,400 11,000 11,300 11,600 11,900 12,300
Service & Supplies 1,783 3,500 3,500 3,600 3,700 3,800 3,900
Water - City of Napa 105,405 2,500 2,500 2,600 2,700 2,800 2,900
Water - NBA 183,597 225,000 0 0 0 0 0
Water - Veteran's Home 196,587 250,000 242,500 250,000 258,000 266,000 274,000
Water - Napa (fireline) 330 400 400 400 400 400 400
Total Purchase/Conservation Expenses 494,867 491,800 259,900 267,900 276,400 284,900 293,500
Total Expenditures 633,782 673,700 489,300 503,300 518,100 533,000 548,200
Transfers and Non-Rate Revenue
Transfer to Capital Improvement Fund 60 (a) 50,000 50,000 250,000 250,000 25,000 25,000 25,000
Transfer Out to Rate Stabilization Fund 0 0 20,000 20,000 20,000 20,000 20,000
less Transfer In from Rate Stailization Fund 0 0 0 0 0 0 0
less Other Revenue (28,893) (18,300) (11,500) (20,000)  (20,600)  (21,200) (21,800)
less Subsidy from General Fund (b) (175,000) (205,000) (225,000) (225,000) 0 0 0
less Operations Investment Earnings (2,759) (3,500) (3,000) (3,100) (3,200) (3,300) (3.400)
Total Transfers & Non-Rate Revenue  (156,652) (176,800) 30,500 21,900 21,200 20,500 19,800
Revenue Reqts. (excluding NBA costs & Subsidy) 477,130 496,900 519,800 525,200 539,300 553,500 568,000
Annual % Increase - 4.1% 4.6% 1.0% 2.7% 2.6% 2.6%
Expenditure Escalator 3.0% 3.0% 3.0% 3.0%

a. Under Financial Plan #2, the subsidy is continued for two years and then stopped.
b. In FY'06-07 and '07-08, the General Fund Subsidy is transferred to the Capital Improvement Fund to build reserves rather than reduce rates.
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Summary of Sewer Budget Projections & Revenue Requirements
Town of Yountville

Actual (a) Estimated (a) Proposed (a) Projected Budgets & Revenue Reqt's.
FY 04-05 FY 05-06 FY 06-07 FY 07-08 FY 08-09 FY 09-10 FY 10-11

Operating Expenditures
62-4510 Operations Expenditures

Personnel Services 55,593 60,100 67,600 69,600 71,700 73,900 76,100
Services, Supplies & Capital Outlay 34,838 57,200 44,100 45,400 46,800 48,200 49,600
Total Operations Expenses 90,431 117,300 111,700 115,000 118,500 122,100 125,700
62-4515 Treatment Admin. Expenditures
Personnel Services 245251 269,600 286,400 295,000 303,900 313,000 322,400
Services, Supplies & Capital Outlay 180,285 193,163 201,600 207,600 213,800 220,200 226,800
Total Treatment Expenses 425,536 462,763 488,000 502,600 517,700 533,200 549,200

Total Expenditures 515,967 580,063 599,700 617,600 636,200 655,300 674,900
Transfers & Non-Rate Revenues (Fund 62)

3802 Transfer to Wastewater CIP 50,000 50,000 50,000 51,500 53,000 54,600 56,200
3805 Capital Recovery Contribution JTP (63) 36,996 36,996 36,996 38,100 39,200 40,400 41,600
less Other Revenue (3621, 3636, 3652) (7,347) (10,600) (10,500) (10,800) (11,100) (11,400) (11,700)
Total Transfers & Non-Rate Revenue 79,649 76,396 76,496 78,800 81,100 83,600 86,100
Net Revenue Requirements 595,616 656,459 676,196 696,400 717,300 738,900 761,000
Annual % Increase -- 10.2% 3.0% 3.0% 3.0% 3.0% 3.0%
Expenditure Escalator - - -- 3.0% 3.0% 3.0% 3.0%

a. Source: Pages 90 - 102 of the Fiscal Year 2006/07 Proposed Budget (June 20, 2006)
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Appendix C — Further Details on Projected Reserve Fund Levels

Summary of Projected Water Reserve Fund Levels - Financial Plan #1 (Continued NBA Contract & Subsidy)
Town of Yountville

Actual Estimated Projected Reserve Funds
FY 04-05 FY 05-06 F Y 06-07 F Y 07-08 F Y 08-09 F Y 09-10 F Y 10-11
Fund 61 Operating Fund (From Fin. Plan #1 - Continued NBA Costs & Subsidy)
Beginning Water Fund Balance - 106,048 93,348 55,179 (26,176) (6,812) 40,959
Projected Rate Revenue - 484,200 531,631 568,845 608,664 651,271 696,860
less Net Revenue Reqt's. - (496,900) (569,800) (650,200) (589,300) (603,500) (618,000)
Ending Balance - Water Oper. (Fund 61) - 93,348 55,179 (26,176) (6,812) 40,959 119,819
60-4500 Capital Improvements Fund
Beginning Fund Balance 198,295 102,254 46,154 73,154 39,654 65,454 31,754
Capital Improvement Expenses (a) (296,699) (1,182,100) (25,000) (175,000) (40,000) (115,000) (45,000)
Misc. Refund & Reimbursement 1,749 0 0 0 0 0 0
Long Term Financing 0 713,000 0 0 0 0 0
Investment Earnings (b) 2,725 6,000 2,000 1,500 800 1,300 600
Transfer In from Operations (Fund 61) 50,000 50,000 50,000 125,000 50,000 50,000 50,000
Transfer In - Impact Fund (from 58-4501) 54,184 0 0 15,000 15,000 30,000 15,000
Transfer In (Fund 50, 926) 92,000 357,000 0 0 0 0 0
Ending Fund Balance 102,254 46,154 73,154 39,654 65,454 31,754 52,354
58-4501 Water Connection Impact Fund
Beginning Fund Balance 0 0 3,100 34,000 49,700 65,700 67,000
Investment Earnings (b) 0 100 300 700 1,000 1,300 1,300
Impact Fees (c) 0 3,000 30,600 30,000 30,000 30,000 30,000
Transfers to Capital Improvements (60-4500) 0 0 0 (15,000) (15,000) (30,000) (15,000)
Ending Fund Balance 0 3,100 34,000 49,700 65,700 67,000 83,300
59-4507 _ Water In-Lieu Fund
Beginning Fund Balance 10,149 13,603 13,703 14,303 14,603 14,903 15,203
Investment Earnings (b) 254 100 600 300 300 300 300
Contributions 3,200 0 0 0 0 0 0
Ending Fund Balance 13,603 13,703 14,303 14,603 14,903 15,203 15,503
(new) Rate Stabilization Fund
Beginning Fund Balance 0 0 0 20,000 40,400 61,200 82,400
Transfer In from Operations 0 0 20,000 20,000 20,000 20,000 20,000
Investment Earnings (b) 0 0 0 400 800 1,200 1,600
Transfer Out to Operations 0 0 0 0 0 0 0
Ending Fund Balance 0 0 20,000 40,400 61,200 82,400 104,000
Year-End Balances of Reserves 115,857 62,957 141,457 144,357 207,257 196,357 255,157
Expenditure Escalator -- -- -- 3.0% 3.0% 3.0% 3.0%

a. From Five-Year Capital Improvement Program, June 12, 2006 Dratft.
b. Investment earnings estimated assuming 2% on previous year ending balance, rounded to nearest $100.
c. We assumed about 300 new units at buildout over 30 years, or about 10/yr. See p.3-2 of Water Supply Plan, July 2004.

Summary of Projected Water Reserve Fund Levels - Fin. Plan #2 (No NBA Costs, No Subsidy After 2 Years)
Town of Yountville

Actual Estimated Projected Reserve Funds
FY 04-05 FY 05-06 F Y 06-07 F Y 07-08 F Y 08-09 F Y 09-10 FY10-11
Fund 61 Operating Fund (From Fin. Plan #1 - No NBA Costs, No Subsidy After 2 Years)
Beginning Water Fund Balance - 106,048 93,348 85,305 87,215 90,838 96,548
Projected Rate Revenue - 484,200 511,757 527,110 542,923 559,211 575,987
less Net Revenue Reqgt's. - (496,900) (519,800) (525,200) (539,300) (553,500) (568,000)
Ending Balance - Water Oper. (Fund 61) - 93,348 85,305 87,215 90,838 96,548 104,535
60-4500 Capital Improvements Fund
Beginning Fund Balance 198,295 102,254 46,154 273,154 368,654 376,054 323,554
Capital Improvement Expenses (a) (296,699) (1,182,100) (25,000) (175,000) (40,000) (115,000) (45,000)
Misc. Refund & Reimbursement 1,749 0 0 0 0 0 0
Long Term Financing 0 713,000 0 0 0 0 0
Investment Earnings (b) 2,725 6,000 2,000 5,500 7,400 7,500 6,500
Transfer In from Operations (Fund 61) (c) 50,000 50,000 250,000 250,000 25,000 25,000 25,000
Transfer In - Impact Fund (from 58-4501) 54,184 0 0 15,000 15,000 30,000 15,000
Transfer In (Fund 50, 926) 92,000 357,000 0 0 0 0 0
Ending Fund Balance 102,254 46,154 273,154 368,654 376,054 323,554 325,054
58-4501 Water Connection Impact Fund
Beginning Fund Balance - 0 3,100 34,000 49,700 65,700 67,000
Investment Earnings (b) - 100 300 700 1,000 1,300 1,300
Impact Fees (d) - 3,000 30,600 30,000 30,000 30,000 30,000
Transfers to Capital Improvements (60-4500) - 0 0 (15,000) (15,000) (30,000) (15,000)
Ending Fund Balance - 3,100 34,000 49,700 65,700 67,000 83,300
59-4507 _ Water In-Lieu Fund
Beginning Fund Balance 10,149 13,603 13,703 14,303 14,603 14,903 15,203
Investment Earnings (b) 254 100 600 300 300 300 300
Contributions 3,200 0 0 0 0 0 0
Ending Fund Balance 13,603 13,703 14,303 14,603 14,903 15,203 15,503
(new) Rate Stabilization Fund
Beginning Fund Balance - - 0 20,000 40,400 61,200 82,400
Transfer In from Operations - - 20,000 20,000 20,000 20,000 20,000
Investment Earnings (b) - - 0 400 800 1,200 1,600
Transfer Out to Operations - - 0 0 0 0 0
Ending Fund Balance 0 0 20,000 40,400 61,200 82,400 104,000
Year-End Balances of Reserves 115,857 62,957 341,457 473,357 517,857 488,157 527,857
Expenditure Escalator - - - 3.0% 3.0% 3.0% 3.0%

a. From Five-Year Capital Improvement Program, June 12, 2006 Draft.

b. Investment earnings estimated assuming 2% on previous year ending balance, rounded to nearest $100.

c. In FY'06-07 and '07-08, the General Fund Subsidy is transferred to the Capital Improvement Fund to build reserves rather than reduce rates.
d. We assumed about 300 new units at buildout over 30 years, or about 10/yr. See p.3-2 of Water Supply Plan, July 2004.
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Summary of Projected Sewer Reserve Fund Levels
Town of Yountville

Actual (a) Estimated (a) Proposed (a) Projected Reserves
FY 04-05 FY 05-06 FY 06-07 FY 07-08 FY 08-09 FY 09-10 FY 10-11

63-4518 Joint Capital Recovery Fund

Beginning Fund Balance 371,331 353,574 359,570 418,566 200,066 (62,134)  (32,234)
25310989 Joint Capital Recovery Fund Expenses (b) (107,730) (102,000) (50,000) (330,000) (370,000) (75,000) 0
3636 Reclaimed Water Sales 9,620 20,500 22,000 22,700 23,400 24,100 24,800
3301 Investment Earnings (c) 6,361 13,500 13,000 12,600 6,000 0 0
3650 Capital Recovery - Vet Home 36,996 37,000 37,000 38,100 39,200 40,400 41,600
3805 Capital Recovery - Town 36,996 36,996 36,996 38,100 39,200 40,400 41,600
Year-End Fund Balance 353,574 359,570 418,566 200,066 (62,134) (32,234) 75,766

64-4519 Capital Improvements Fund
Beginning Fund Balance 1,350,265 1,384,556 1,328,556 1,305,556 1,146,256 613,656 456,656
24910981 Expenditures (b) (174,678) (153,000) (110,000) (250,000) (620,000) (230,000)  (50,000)
3340 Connection Fees 136,286 0 0 0 0 0 0
3301 Investment Earnings (c) 22,683 47,000 37,000 39,200 34,400 18,400 13,700
3802 Transfer In (Fund 62) 50,000 50,000 50,000 51,500 53,000 54,600 56,200
Year-End Fund Balance 1,384,556 1,328,556 1,305,556 1,146,256 613,656 456,656 476,556

64-4520 Sewer Connection Impact Fund

Beginning Fund Balance 0 0 20,100 86,900 157,700 232,600 311,900

3504 Impact Fees 0 20,000 66,200 68,200 70,200 72,300 74,500

3301 Investment Earnings (c) 0 100 600 2,600 4,700 7,000 9,400

Total Impact Fund Revenues 0 20,100 86,900 157,700 232,600 311,900 395,800

Year-End Balances of Reserves 1,738,130 1,708,226 1,811,022 1,504,022 784,122 736,322 948,122
Expenditure Escalator - - -- 3.0% 3.0% 3.0% 3.0%

a. Source: Pages 90 - 102 of the Fiscal Year 2006/07 Proposed Budget (June 20, 2006)
b. Expenses through FY'06-07 are from the Proposed Budget. After FY'06-07, expenses are from the current 5-Year CIP dated June 12, 2006.
c. Investment earnings estimated assuming 3% on previous year ending balance, rounded to nearest $100.
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Appendix D — Water Consumption Data and Conservation Rates

This section provides an explanation of our general approach to conservation rates and
summarizes our evaluation of the Town’s water consumption patterns as they relate to
tier break-points and how a conservation rate structure should be applied.

CONSERVATION-BASED WATER RATES — In a four-tier water rate structure such as the one
used by the Town, a conservation-based water rate structure typically offers lower rates
in Tiers 1 and 2 and higher rates in Tiers 3 and 4. This provides incentive for residential
customers who consume more than the average amount of water to conserve. As a
result, conservation-based rates typically collect more revenue through residential
commodity charges than through fixed charges.

Conservation efforts also usually focus on residential rather than commercial customers
for two reasons: (1) residential customers typically have the highest peak usage,
meaning they also have the greatest potential to reduce peak consumption, and (2)
most commercial customers have typically already adopted feasible conservation
measures, as it is in their financial interest to do so.

The consumption patterns shown in the figure below indicate that single-family
customers have summer-time peak uses that are more than 325% of their lowest month
of consumption. In contrast, commercial and multi-family customers have summer-time
peaks of 235% and 190% of their lowest consumption, respectively. In the case of
commercial consumption, the summer peaks are highly influenced by the increased
number of tourist during the summer.

Consumption Patterns by Class (% of Lowest Month)
Town of Yountville
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Note: Data also reflect a 2-month rolling average of consumption.

The monthly consumption by class in the next chart illustrates not only the significance
of the single-family summer peaks, but also the significantly higher peak consumption of
single-family customers compared to the commercial and multi-family classes.
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Monthly Water Consumption by Class
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Note: Data reflects a 2-month rolling average of consumption.

The following chart summarizes the distribution of customers in terms of number of bills
at increasing levels of consumption. The largest number of bi-monthly bills in the 10 to
20 kgal consumption level, which reflects the average residential consumption of
approximately 17.5 kgal.

No. of Bills by Water Consumption Levels
Single Family
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The Town’s current tier break-points are at 5 kgal (i.e., the upper end of Tier 1), 42 kgal
(the upper end of Tier 2), and 100 kgal (the upper end of Tier 3). The figure below
indicates that over 60% of single-family consumption occurs in Tier 2 (i.e., 5 to 42 kgal).

Percent of Single-Family Residential Water Use by Tier
(Inside Customers)
Town of Yountville
70% |

60% -
50% - — —— - ———— -~ — Pebe——————cdeaoaaaaaay
|
40% - |
|
|

30% 1 —————-—————~ R T e T

20% -

% of SFR Water Use

10% -

0% .
Tier 1 Tier 2 Tier 3 Tier 4

A-22 August 22, 2006



FORESIGHT CONSULTING Draft Report: Water & Sewer Rate Study

Town of Yountville

RESIDENTIAL CONSUMPTION PATTERNS & TIER BREAKPOINTS — The detailed customer
billing and consumption data provided from Town records outlined above was important
to the overall rate study, but was particularly important for the purpose of selecting the
residential tier breakpoints.

The following chart summarizes the relationship between residential customers and
their consumption levels and is useful in identifying the percent of all residential
customers at or below certain consumption levels. As seen in this chart, 15% of the
residential customers fall below the current tier breakpoint of 5 kgal compared to over
90% for the Tier 2 breakpoint of 42 kgal. Almost no consumption falls above Tier 3 (i.e.,
more than 100 kgal).

Current Tier Break-Points and % of Single-Family Customers by
Consumption Level - Town of Yountville
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The next figure identifies the recommended new tier break-points, which are clearly
lower than the current break-points. The intent was to create smaller tiers that would
bring more customers and quantities of water into lower tiers, thereby raising the
consumption charges for customers using more than average amount of water.

Proposed Tier Break-Points and % of Single-Family Customers
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The next figure compares the amount of water consumption under the current versus
the recommended conservation-based rate structure. Note that while there is actually
more water in Tier 1 due to raising the tier break-point from 5 to 7.5 kgal, there is less
consumption in Tier 2. Most importantly, there is significantly more water that now falls
into Tiers 3 and 4 with the conservation-based tiers than the current tiers.

% of Single-Family Water Consumption by
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This re-structuring of the residential tiers is intended to encourage residential
customers with higher-than-average consumption to reduce their peak demands by
shifting more of their consumption into Tiers 1 and 2. Obviously their bi-monthly bills
will increase but they can reduce their bills by lowering their consumption.

An important aspect of the conservation rate structure is that, in addition to charging
the biggest consumers more, it also actually reduces the charges to customers using
less than average. This is seen in the following figures.

Single-Family Residential Water Bills for ATB &
Conservation Rates - by Volume of Water Use (FY'06-07)
$500 Financial Plan 1: Continued NBA Costs & Subsidy
$450 Higher than ATB Rates 1 Current 17.5 kgal
$400 \’/ 017.5 kgal
$350 Lower than ATB Rates , / (020 kgal
. $300 \ / 030 kgal
§ \ / O 36 kgal
I $250 |/ 040 kgal
& $200 [ @50 kgal
$150 ¥ @60 kgal
$100 \ B30 kgal
$50 ﬁ | T W 100 kgal
$0 1
Across the Board (ATB) Rates Conservation Rates

A-24 August 22, 2006



FORESIGHT CONSULTING Draft Report: Water & Sewer Rate Study

Town of Yountville

Single-Family Residential Water Bills for ATB &
Conservation Rates - by Volume of Water Use (FY'06-07)
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