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Expenditures Analysis
Revenue Sufficiency
Next Steps
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@ lae Rate Study Update

« Stormwater charge * Peer agency survey
methodology * CIP Finalization

* Fund Balance Analysis  Revenue Needs

* Volumetric Projections Assessment

» Expenditure Projections  Preliminary Rate Revenue

» CIP Scenario Review Adjustments

 Affordability Analysis

» Cost of service analysis
* Rate design

« Community outreach
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Policy & Rate Structure
Review

Revenue Requirement
Analysis

* Financial Policies

» Sources of revenues

» Uses of Funds

* Long-term investments

Compares the revenues of
the enterprise to expenses
to determine the level of
rate adjustments needed.
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Rate Study Process

Cost of Service
Analysis

Equitably allocates the
revenue requirements
between customer classes

Integrated Public Outreach & Messaging

Rate-Design Analysis

Design rates for each
customer class to meet the
revenue needs of the utility
along with other rate
design goals

Develop a cohesive messaging and outreach program that harmonizes technical cost of service
requirements and community values
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Revenue Sufficiency Analysis

Sewer

Rate e - Non-Rate
Revenues @ | Revenues

Debt Service Coverage

Operating Reserve
Cash Funded Capital
Predictability of Rates
Affordability of Rates

Financial
Planning Criteria



DITURES ANALYSIS
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Model Assumptions
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sl Operating Assumptions

 FYE 2022 actuals incorporated
 FYE 2023 & FYE 2024 operating expenses set to budget
 FYE 2025 escalated using:

» Projected Cost of Living Adjustment for Salaries

* 4.4% projection for Fringe Benefits

» 3% for non-labor based on local Consumer Price Index (CPI)
 Evaluating the use of Budget Execution Factors

medl  Capital Assumptions

« Capital spending is currently based on February 2022 Capital
Improvement Plan (CIP)

 Currently evaluating an updated 10-Year Capital Plan with
Enterprises

« All future debt is assumed to be revenue bond funded
« Debt issuance schedule will be refined with Capital Finance team
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@ wate: What Is Driving Increased Water
~ s-ver Expenditures?

Capital expenditures

» Average annual increase in debt service for 10-year financial plan is 3.0%

» Average annual budgeted amount for revenue-funded capital expenditures is
$62.1 million

 Additional capital investments may be added to the final CIP

Operating expenditures

» Average annual increase for 10-year financial plan is 4.3%
» 14.8% increase in expenses are modeled for FY 2022

Wholesale/retail allocations impacted by drought

» Less wholesale conservation in FYE 2021 and FYE 2022 increases
wholesale allocation of costs, shifting some costs away from retail customers

 Future allocations are uncertain, but projected for wholesale share of costs
to return from current 70% to historic 66%



water FOrecasted Wastewater Enterprise
sewer Expenditures

» $800
c $733.3 $725.3
= $700 $698.8 -
= $669.4
$640.5 17%
$600 $595.5 .

$554.8

$500 $487.9 $511.3 | |
$435.2
s400 O3
22%
$300
$200
$100
$-

2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

m Operating and Programmatic Expenses  m Debt Service
Non-Debt Funded Capital

*Expenses shown assume 100% of budget is executed



&) Water What Is Driving Increased Wastewater
&, Power

sewer Expenditures?

Debt-funded capital expenditures

« Average annual increase in debt service for 10-year
financial plan is 13.4%

« Additional capital investments may be added to the final
CIP

Operating expenditures

« Average annual increase for 10-year financial plan is
3.8%

Revenue-funded capital expenditures

« Average annual budgeted amount is $128.6 million






waree Water Rate Revenue Forecast:
Existing Rates

0000000000000
____FYE | 2022 2023 | 2024 | 2025 | 2026 | 2027 | 2028 | 2029 | 2030 | 2031 | 2032_

Revenues

Retail Rate Revenues

. 308.4 327.3 360.8 335.0 343.5 344.7 346.6 346.9 348.1 349.2 351.2
Under Existing Rates

Wholesale Rate 2614 2961 2926 3140 3371 3364 352.8 3602 3707 3714
Revenues 378.0

Other Miscellaneous

73.7 59.4 60.0 60.4 60.3 60.2 60.3 60.1 59.8 58.7 57.9
Income

Total Revenues
Before Rate $ 64359% 6828 $ 713.3 $ 7094 $ 7409 $ 7413 $ 7596 $ 7672 $ 778.6 $ 779.3 $ 787.2

Adjustment
Expenditures

Operations and

) 244 6 282.0 289.5 300.6 310.0 319.1 327 .1 335.5 345.3 355.3 365.9
Maintenance

Hetchy Transfer 458 496 492 526 542 558 574 591 610 627 64.7
Debt Service 3076 3350 3399 3411 3678 367.8 3845 3901 4129 4112 4118
Cash Funded Capital 572 471 481 786 836 651 566 723 633 492 57.2

Total Expenditures $ 6552% 713.8 § 7267 $ 7728 $ 8155 $ 807.8 $ 8257 $ 857.1 § 8825 $ 8784 § 899.5

Operating Cash
Flow Surplus $ (11.7) $ (31.0) $ (13.4) $ (63.4) $ (74.6) $ (66.5) $ (66.0) $ (89.8) $(104.0) $ (99.0) $ (112.4)
(Deficiency)
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DSC Current
DSC Indenture

San Francisco

_\_/__V_ater

2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

1.26 116 106 104 101 099 097 091 0.89 0.88 0.90
1.71 182 1.76 152 129 108 0.89 0.62 034 0.09 -0.17

DSC = Debt Service Coverage

Vate Forecasted Water Enterprise Revenues:
sewer EXisting Rates
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warer Wastewater Rate Revenue Forecast:
Existing Rates

_________FYE| 2022 | 2023 | 2024 | 2025 | 2026 | 2027 | 2028 | 2029 | 2030 | 2031 | 2032 |

Revenues

Retail Rate Revenues

" 355.9 3721 415.3 373.7 381.9 381.0 382.0 3791 378.8 378.5 380.2
Under Existing Rates

Interest Income 1.3 1.6 1.7 1.6 04 (100 (42) (7.6) (113) (159) (21.0)
Federal Bond Interest 4.0 4.0 3.9 37 36 34 33 3.1 2.9 27 25
Subsidy
Other Misc. Income 18.7 98  10.1 10.1 102 102 103 104 104 105 106
Total Revenues
Before Rate $ 380.0 $ 387.6 $ 43090 $ 3891 $ 3961 $ 3936 $ 3914 $ 3850 $ 3809 § 375.8 § 372.3
Adjustment

Expenditures
Operating Expenses 1915 2083 2175 2239 2306 2375 2446 2520 2595 2674 2755
Debt Service 90.3 1132 119.0 1356 1499 184.0 2150 2501 2687 2876 3112
Non-Debt Capital 1156 887 987 1284  130.8 1333 1359 1385 1411 1438  146.6
Expenses

Total Expenditures $ 3974 $ 4103 $ 4352 $ 4879 $ 511.3 $ 5548 § 5955 $§ 640.5 $ 669.4 $ 698.8 $ 733.3

Operating Cash
Flow Surplus $ (173) % (22.7) $ (4.3) $ (98.8) $(115.3) $(161.2) $ (204.1) $ (255.6) $ (288.5) $ (322.9) $ (361.0)
(Deficiency)
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Wate, Forecasted Wastewater Fund Balance:
sewer No Rate Adjustments
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( 8) ¥ Next Steps

- Review Operating Execution Factors with Enterprises
- Finalize CIP for Water and Wastewater Enterprise

- Establish a Capital Financing Plan

- Develop Set of Alternative Financial Plans

- Review Alternatives with the Steering Committee

- Bring Proposed Alternative the RFB

- Initiate the Cost-of-Service Analysis
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(& RFB Schedule

Approximate Timing Topic
(Week of)

December 19 » Proposed Alternative Schedule of Rate Adjustments
* Cost of Service Assumptions
* Rate Design Process

January 23 * Preliminary Rate Structure Alternatives

February 13 » Discussion of Preferred Rate Structure
* Final Schedule of Rates

February 27 * Review of Draft Report
» Review of Proposal to Commission

March 20 * Prepare for Prop 218 Hearing

Schedule will likely adjust as we proceed with the rate study.
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