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Plan of Study

WWTP Redundancy Project
South San Luis Obispo County Sanitation District

1.0 Introduction

The South San Luis Obispo County Sanitation District (District) owns and operates a
wastewater treatment plant (WWTP) that is permitted under National Pollutant Discharge
Elimination System (NPDES) No. CA0048003/Waste Discharge Requirements Order No.
R3-2009-0046. The existing plant uses mechanical screens, primary clarifiers, fixed film
reactors (FFR), one secondary clarifier, and chlorination to provide secondary treatment
with disinfection to treat wastewater. The plant is designed and permitted to treat a peak
dry weather flow of 5.0 million gallons per day (MGD). The district serves a population of
approximately 45,000 (2014 San Luis Obispo Local Agency Formation Commission).

The District has developed the WWTP Redundancy Project to improve reliability of the
secondary treatment system components in the existing wastewater treatment plant. The
District intends to pursue both a planning loan and a construction loan for implementation
of the project as described herein. This application addresses the planning loan only.

2.0 Scope of Work

At this time, the District is requesting a Clean Water State Revolving Fund loan to complete
the planning and design of the Redundancy Project. The project is intended to provide
redundancy to allow major process units to be removed from service for maintenance or
repairs without risking violation of effluent permit limits. The project is not intended to
add capacity to handle higher flows and loads than currently permitted. Components of the
project are summarized below:

Two activated sludge (AS) aeration basins

One new secondary clarifier

Fixed film reactor (FFR) effluent pump station

Waste activated sludge (WAS) thickening improvements with modifications to
existing dewatering facility

e Blower, electrical, and motor control center (MCC) building
e Dewatered sludge conveyor

e Yard piping

e Site improvements

¢ Instrumentation and controls

e Electrical systems

The project will be completed within the existing plant site on property that has been
previously disturbed. Planning, permitting, and design considerations include flooding
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potential, high groundwater, and location within the original jurisdiction of the California
Coastal Commission (CCC). The existing WWTF is located within the 100-year floodplain.

Required Environmental Studies and Permitting

Based on a preliminary review of permitting requirements, it is understood that
conformance with the California Environmental Quality Act and completion of a Coastal
Development Permit will be required.

California Environmental Quality Act - The District completed and approved a Negative
Declaration for the project in 2010. As preliminary engineering proceeds, an updated flood
study incorporating sea level rise will be performed and the results of that effort, in
addition to input and direction from CCC, may require amending or supplementing the
Negative Declaration with new information.

Coastal Development Permit - The project will be subject to a Coastal Development Permit.

A permit application was submitted on March 15, 2016, to the CCC. Additional information
has been requested by the CCC regarding potential impacts of sea level rise and presence of
biological resources or wetlands in and around the site.

[t is assumed that permitting and environmental studies will include coordination with
CCC, responses to requests for information, technical support including biological resource
evaluations, and coordination and enhancement of flood studies (related to sea level rise or
other policies) completed under the Design and Engineering Services section described
below.

The budget for this item in Section 3.0 includes consultant fees and permit fees.
Design and Engineering Services

Design and engineering services will include preliminary engineering studies and
development of plans, specifications, and cost opinions. The District issued a Request for
Qualifications in 2015 and selected Kennedy Jenks Consultants to perform engineering
services for the WWTP Redundancy Project.

Preliminary Engineering Studies: Four issues that could significantly affect project
construction cost will be addressed early during conceptual design.

Soil conditions including high groundwater and liquefaction potential
Flood risk

Site pipeline condition

Permitting and regulatory constraints

Soil Conditions: Foundation design for the new clarifier, activated sludge basins, and support
facilities will require a new analysis of soil conditions. Depending on the findings of the soils
investigation, the heavier structures (clarifier and activated sludge basins) may require a more
expensive support system than a shallow mat foundation. Since the new structures will be
significantly heavier than the centrifuge building, a deep foundation system may be required.
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Flood Risk: The SSLOCSD WWTP is located within the 100-year floodplain. In a 2007
Memorandum (Wallace Group, Evaluating Flood Gates and Flood Conditions at the
SSLOCSD WWTP), it is noted that a number of flood gates (at the Control Building, Power
Generation Building, and the Final Clarifier) were not adequate for protection from the
Base Flood Elevation (BFE). The analysis was based on the NAVD 29 datum. The BFE was
updated in 2012. The new BFE is based on the NGVD 88 datum.

The District will conduct a flood study as part of the Redundancy Project. The objective is
to evaluate impacts of new structures to the BFE; determine if a Letter of Map Revision is
necessary; address potential impact of sea level rise; identify any existing plant facilities
that require additional floodproofing; and recommend mitigation measures if appropriate.

Pipeline Condition Assessment: Buried metal piping around the plant site could be
corroded due to high groundwater and age of the pipes. Earlier this year, the District
excavated a section of influent piping to determine condition and concluded the pipeline
had reached the end of its useful life. In particular, any existing pipelines that will be
modified as part of the Redundancy Project should be evaluated to determine if
replacement or repair should be included in the project budget.

The District will perform a condition assessment of existing piping. Results and costs for
repair or replacement of critical sections would be incorporated into the Concept Design
Report (described below).

Development of Plans, Specifications, and Estimates: Deliverables will include a Concept
Design Report; and 60%, 90%, and final design plans and specifications required for

competitive public bidding of the Project. Bid phase support including responses to
requests for information (RFIs) and development of bid addenda will also be included
during solicitation of bids from construction contractors.

The budget for this item in Section 3.0 includes consultant fees.

Program Management and Administration

Program management during the planning and design phase includes staff and consultant
time to perform the following tasks. Some of these efforts have been completed
(development of the Request for Qualifications for design engineering, initial SRF
coordination, and review and negotiation of the contract for engineering services) or are
ongoing.

e Provide regular updates to the District Board of Directors (ongoing)

e Develop the Request for Qualifications for Design Engineering Services (completed)

¢ Maintain and enhance the project schedule as work proceeds (ongoing)

¢ Review and negotiate the contract for Design Engineering Services (completed)

e Complete the applications for the State Revolving Fund planning and construction
loans and coordinate with SRF project management team (ongoing)

e Coordinate efforts of the District’s financial consultant to support the SRF
construction loan application

Plan of Study - SSLOCSD Redundancy Project 3



Attachment 1

e Review deliverables from the design engineer, planning and permitting consultants,
and various technical consultants

e Perform detailed review of the plans, specifications, and estimates at the 30% and
60% progress level

e Correspond with the Regional Water Quality Control Board, CCC, and other
regulatory agencies as needed

e Provide data and input to the design engineer as the project proceeds

The budget for this item in Section 3.0 includes consultant fees and staff time.

3.0 Budget

The following table summarizes the budgets for the major planning and design activities
described above.

Project Cost Category Cost

Engineering Design Services $1,490,000
Permitting $120,000
Project Management and Administration

(Design/Planning Phase) $247,000
Estimated Project Cost Total $1,857,000

4.0 Schedule

The following table summarizes the major tasks described above and anticipated schedules for
each effort

Major Task Schedule
Engineering Design Services February 2016 to February 2018
Permitting January 2016 to January 2017
Project Management and
Administration September 2015 to February 2018
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AUTHORIZING RESOLUTION/ORDINANCE
RESOLUTION NO. XX-16

RESOLUTION OF THE BOARD OF DIRECTORS
OF THE SOUTH SAN LUIS OBISPO COUNTY SANITATION DISTRICT
PLEDGE OF REVENUES AND FUNDS FOR A STATE REVOLVING FUND
PLANNING LOAN FOR THE WASTEWATER TREATMENT PLANT
REDUNDANCY PROJECT
FROM THE STATE WATER RESOURCES CONTROL BOARD

WHEREAS, the South San Luis Obispo County Sanitation District (District) is actively
pursuing development of improvements at their Wastewater Treatment Plant (WWTP) to
improve reliability and allow existing process units to be taken out of service for repairs or
maintenance; and

WHEREAS, the State of California State Water Resources Control Board (SWRCB) has
State Revolving Fund (SRF) loan funding available for the planning, procurement, and design of
the Project; and

WHEREAS, it is in the public interest to pursue planning loan funding for the Project;
and

WHEREAS, the District’s authorized representative is submitting an SRF Loan
Application to the SWRCB to request such funding as necessary to fund planning and design
efforts for the WWTP Redundancy Project, resulting in a planning loan agreement with the
SWRCB for project financing; and

WHEREAS, the SWRCB requires the District to provide commitment to maintain
revenues and funds to satisfy the repayment obligation for such planning loan agreement to fund
planning and design efforts for the Project.

NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of the South San
Luis Obispo County Sanitation District, as follows:

1. The District hereby dedicates and pledges Net Revenues of the XXX Fund and
the XXXX Fund to payment of any and all Clean Water State Revolving Fund
and/or Water Recycling Funding Program financing for the WWTP Redundancy
Project, CWSRF #XXXX.

2. The District commits to collecting such revenues and maintaining such fund(s)
throughout the term of such financing and until the District has satisfied its
repayment obligation thereunder unless modification or change is approved in
writing by the State Water Resources Control Board.

3. So long as the financing agreement(s) are outstanding, the District’s pledge
hereunder shall constitute a lien in favor of the State Water Resources Control
Board on the foregoing fund(s) and revenues(s) without any further action
necessary. So long as the financing agreement(s) are outstanding, the District
commits to maintaining the fund(s) and revenues(s) at levels sufficient to meet its



obligations under the financing agreement(s).

PASSED AND ADOPTED by the Board of Directors of the South San Luis Obispo
County Sanitation District at a regular meeting thereof held on the 15th day of June, 2016 by the
following vote:

AYES:
NOES:
ABSENT:

XXXXXXX

ATTEST:

XXXXXXX



RESOLUTION NO. XX-16

RESOLUTION OF THE BOARD OF DIRECTORS
OF THE SOUTH SAN LUIS OBISPO COUNTY SANITATION DISTRICT
AUTHORIZING THE DISTRICT ADMINISTRATOR TO APPLY FOR A
STATE REVOLVING FUND PLANNING LOAN FOR THE WASTEWATER TREATMENT PLANT
REDUNDANCY PROJECT FROM THE STATE WATER RESOURCES CONTROL BOARD

WHEREAS, there is active pursuit in development of improvements at their Wastewater Treatment
Plant (WWTP) to improve reliability and allow existing process units to be taken out of service for repairs or
maintenance, it is resolved by the Board of Directors of the South San Luis Obispo County Sanitation District
(District), as follows:

NOW, THEREFORE, BE IT RESOLVED that the District Administrator (the *“Authorized
Representative™) or designee is hereby authorized and directed to sign and file, for and on behalf of the
District, a Financial Assistance Application for a financing agreement from the State Water Resources Control
Board for the planning, design, and construction of the SSLOCSD Redundancy Project (the “Project”).

NOW, THEREFORE, BE IT RESOLVED that the Authorized Representative, or his/her designee,
is designated to provide the assurances, certifications, and commitments required for the financial assistance
agreement from the State Water Resources Control Board and any amendments or changes thereto.

NOW, THEREFORE, BE IT RESOLVED that the Authorized Representative, or his/her designee,
is designated to represent the District in carrying out the District’s responsibilities under the financing
agreement, including certifying disbursement requests on behalf of the District and compliance with applicable
state and federal laws.

PASSED AND ADOPTED with the following certification: “I do hereby certify that the foregoing is
a full, true, and correct copy of a resolution duly and regularly adopted at a meeting of the South San Luis
Obispo County Sanitation District held on 15th day of June, 2016.

AYES:
NOES:
ABSENT:

XXXXXXX

ATTEST:

XXXXXXX
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Moss, Levy & Hartzheim LLP

Certified Public Accountants

INDEPENDENT AUDITORS' REPORT

To the Board of Directors
South San Luis Obispo County Sanitation District
Oceano, California

Report on the Financial Statements

We have audited the accompanying financial statements of the South San Luis Obispo County Sanitation District (District) as of and
for the fiscal year ended June 30, 2015, and the related notes to the financial statements, which collectively comprise the District’s
basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with accounting
principles generally accepted in the United States of America; this includes the design, implementation, and maintenance of internal
control relevant to the preparation and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance
with auditing standards generally accepted in the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditors’ judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of the

South San Luis Obispo County Sanitation District, as of June 30, 2015, and the respective changes in financial position and cash flows
thereof for the fiscal year then ended in accordance with accounting principles generally accepted in the United States of America.
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Emphasis of Matter

As discussed in note 2 to the basic financial statements effective July 1, 2013, the South San Luis Obispo County Sanitation District
adopted Governmental Accounting Standards Board (GASB) Statement No. 68, Accounting and Financial Reporting for Pensions
and Statement No. 71, Pension Transition for Contributions Made Subsequent to the Measurement Date. Our opinion is not modified
with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion and analysis on
pages 3 through 4, the schedule of Proportionate Share of Net Pension Liability on page 21, and the schedule of Contributions on page
22 be presented to supplement the basic financial statements. Such information, although not a part of the basic financial statements,
is required by the Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally accepted inthe United States of
America, which consisted of inquiries of management about the methods of preparing the information and comparing the information
for consistency with management’s responses to our inquiries, of the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any assurance on the information because
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 11, 2016, on our consideration of
the South San Luis Obispo County Sanitation District’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of that testing, and not to provide an
opinion on internal control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the District’s internal control over financial reporting and compliance.

7hesa, Kamy & Setgpecin, 2P

Santa Maria, CA
January 11,2016



SOUTH SAN LUIS OBISPO COUNTY SANITATION DISTRICT
POST OFFICE BOX 339
1600 ALOHA PLACE
OCEANO, CA 93475

Management’s Discussion and Analysis
Fiscal Year Ending June 30, 2015

The following is a discussion of the consolidated financial condition and the results of
operations of the South San Luis Obispo County Sanitation District (the District) for the
fiscal year ending June 30, 2015. This discussion refers to and is qualified by
information contained in the financial statements and in the notes to the financial
statements. Thus, it should be read together with these statements in the Audit Report.
The financial audit of the South San Luis Obispo County Sanitation District has been
performed by Moss, Levy & Hartzheim, CPAs, in accordance with U.S. generally
accepted auditing standards.

Overall Performance

South San Luis Obispo Sanitation District realized an overall increase of cash and cash
equivalents of $968,159. However, the District realized a decrease in Net Position of
$207,839 from the previous year. This decrease can be mainly attributed to a loss on
disposal of assets of $494,844 for FYE 2015. Another contributor to the overall decrease
in net assets is the addition of a new line item in the “long term liability” section of this
financial statement. The new item is “Net pension liability”. This item shows an
additional liability of $556,113 when compared to last years, financial statement. The
District realized a net operating income of $42,352 in FYE 2015. This is a marked
improvement from the net operating loss of $621,441 in FYE 2014, and a net operating
loss 0f $1,322,049 in FYE 2013.

Total District Operating Revenues for FYE 2015 were $3,398,643. This is an increase of
$253,329 when compared to the previous year. The increase is due primarily to an
increase in brine disposal service request.

Total District Operating expenses showed a decrease of $410,464 from the previous year.
With the exclusion of depreciation expense, operating expenses were $2,481,913 in FYE
2015. This is slightly higher than the operating expense of $2,415,261 in FYE 2014.
Overall spending has been very consistent over the past two years.

Business-Type Activities

Wastewater Treatment is the primary business-type activity of the South San Luis Obispo
County Sanitation District. The Operating Fund provides for revenues and expenses and
is a self-supporting fund.




Comparative Revenue from Sewer Service Fees
Fiscal Year Ending 2013 — 2015

FYE 2013 FYE 2014 FYE 2015
Sewer Service Fees $3,071,262  $3,145,314  $3,398,643
Comparative Total Operating Expenses
FYE 2013 FYE 2014  FYE 2015

$4,393,311  $3,766,755  $3,356,291

Summary

The South San Luis Obispo Sanitation District has improved its fiscal performance this
fiscal period. The change in net assets for FYE 2015 was a negative $207,839, as
compared to a negative $460,183 in FYE 2014. That is an improvement of over 50% in
net asset change. The District did realize a total cash increase of $968,159 in its cash and
cash equivalents when compared to FYE 2014. This continues a trend of positive gains in
District cash and cash equivalents over the past few years. The District continues to
improve its cash balance standing to prepare for upcoming Capital Improvements
Projects. The cash balance at the end of FYE 2015 is $5,554,693. One should bear in
mind however, that this District did experience a net operating loss of $207,839 for FYE
2015 when including depreciation losses. While cash balance has increased significantly,
the District’s net assets have decreased.



SOUTH SAN LUIS OBISPO COUNTY SANITATION DISTRICT
STATEMENT OF NET POSITION - PROPRIETARY FUND

June 30, 2015

ASSETS

Current Assets:
Cash and investments
Accounts receivable
Prepaid expenses

Total current assets

Noncurrent Assets:
Deposits
Capital assets
Land
Construction in progress
Property, plant & equipment
Accumulated depreciation

Total noncurrent assets
Total assets

Deferred Outflows of Resources
Deferred pensions

Total deferred outflows of resources
LIABILITIES

Current Liabilities:
Accounts payable
Accrued liabilities
Accrued interest payable
Settlement payable
Loan payable, current portion

Total current liabilities

Long-Term Liabilities:
Loan payable, less current portion
Compensated absences
Net pension liability
Other post employment benefits

Total long term liabilities
Total liabilities

Deferred Inflows of Resources
Deferred pensions

Total deferred inflows of resources
NET POSITION

Net investment in capital assets
Restricted for capital expansion
Unrestricted

Total net position

The notes to basic financial statements are an integral part of this statement.

$

$

5,554,693
505,716
28,090

6,088,499

10,992

431,425
102,787
22,387,764

(14,777,416)
8,155,552

14,244,051

51,868

51,868

133,352
31,801
4,009
1,109,813
64,867

1,343,842

140,270
52,330
556,113

731,192
1,479,905

2,823,747

198,116

_ 198116

7,939,423
4,113,230

(778,597)
11,274,056



SOUTH SAN LUIS OBISPO COUNTY SANITATION DISTRICT

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION -
PROPRIETARY FUND

For the Fiscal Year Ended June 30, 2015

Operating Revenues:
Sewer services fees

Total operating revenues

Operating Expenses:
Gross wages
Payroll taxes and benefits
Employee benefits
Retirement contribution
OPEB expense
Uniforms
Repairs and maintenance
Equipment rental
Insurance
Depreciation
Communications
Utilities
Property tax
Special services
Office and supplies
Fuel and oil
Membership, permits, and license fees
Legal
Accounting
Plant chemicals, lab, and analysis
Environmental regulation fees
Solids handling
Small tools

Total operating expenses

Net operating income

Non-Operating Revenues (Expenses):
Governmental agencies
Loss on disposal of assets
Interest income
Lease income
Interest expense

Total non-operating revenues (expenses)

Capital Contributions:
Connection fees

Change in net position

Net Position:
Net position, beginning of fiscal year
Prior period adjustment
Net position, beginning of fiscal year- restated

Net position, end of fiscal year

The notes to basic financial statements are an integral part of this statement.
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$

3,398,643

3,398,643

630,374
50,476
313,348
53,878
119,959
14,007
315,516
5,444
28,550
874,378
11,724
190,141
21,674
192,295
12,380
9,358
70,194
131,828
13,584
210,228
18,408
52,251
16,296

3,356,291

42,352

6,134

(494,844)
15,041
28,145

(12,002)
(457,526)

207,335

(207,839)

13,068,224

(1,586,329)
11,481,395

11,274,056



SOUTH SAN LUIS OBISPO COUNTY SANITATION DISTRICT
STATEMENT OF CASH FLOWS - PROPRIETARY FUND
For the Fiscal Year Ended June 30, 2015

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers
Payments to vendors
Payments to employees

Net cash provided by operating activities
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Cash received from other governmental agencies
Lease income
Net cash provided by noncapital financing activities
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Capital contributions
Acquisition and construction of capital assets
Payments of capital debt
Interest paid on capital debt

Net cash used by capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received

Net cash provided by investing activities
Net change in cash and cash equivalents
Cash and cash equivalents, July 1, 2014

Cash and cash equivalents, June 30, 2015

The notes to basic financial statements are an integral part of this statement.
7

$

3,301,030
(1,793,616)

(518,601)

988,813

6,134
28,145

34,279
207,335

(202,514)
(61,591)

(13,204)

(69,974)

15,041
15,041

968,159

4,586,534

5,554,693



SOUTH SAN LUIS OBISPO COUNTY SANITATION DISTRICT
STATEMENT OF CASH FLOWS - PROPRIETARY FUND (Continued)
For the Fiscal Year Ended June 30, 2015

Reconciliation of operating income to net cash provided
by operating activities:
Operating income $ 42,352
Adjustments to reconcile operating income to net
cash used by operating activities:

Depreciation 874,378
Change in assets, deferred outflows, liabilities, and deferred inflows:
Accounts receivable (102,989)
Prepaid expenses 9,073
Deposits (3,697)
Deferred outflows of resources (1,490)
Accounts payable 57,923
Accrued liabilities 7,582
Compensated absences 3,083
OPEB liability 119,959
Net pension liability 215,477)
Deferred inflows of resources 198,116
Net cash provided by operating activities $ 988,813

The notes to basic financial statements are an integral part of this statement.
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SOUTH SAN LUIS OBISPO COUNTY SANITATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2015

NOTE 1 - REPORTING ENTITY

The reporting entity is the South San Luis Obispo County Sanitation District. The District is responsible for trunk main and sewer
pipes from the Cities of Arroyo Grande, Grover Beach, and the Oceano Community Services District. The District is governed by a
three-member body, known as the District Board, who are appointed by the respective member agencies on a yearly basis. The District
Board includes one representative from each of its Member Agencies, specifically, the City of Arroyo Grande, City of Grover Beach
and the Oceano Community Services District. The District provides wastewater disposal services.

There are no component units included in this report which meet the criteria of Governmental Accounting Standards Board (GASB)
Statement No. 14, The Financial Reporting Entity, as amended by GASB Statements No. 39 and No. 6].

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A.

Accounting Policies -~ The accounting policies of the District conform to accounting principles generally accepted in the
United States of America as prescribed by the Governmental Accounting Standards Board and the American Institute of
Certified Public Accountants.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, are generally followed in the
proprietary fund financial statements to the extent that those standards do not conflict with or contradict guidance of the
Governmental Accounting Standards Board. Governments also have the option of following subsequent private-sector
guidance for their business-type activities and enterprise funds, subject to this same limitation. The District has elected not to
follow subsequent private-sector guidance.

Accounting Method - The District is organized as an Enterprise Fund and follows the accrual method of accounting, whereby
revenues are recorded as earned, and expenses are recorded when incurred.

Fund Financial Statements — The fund financial statements provide information about the District’s proprietary fund.

Proprietary fund operating revenues, such as charges for services, result from exchange transactions associated with the
principal activity of the fund. Exchange transactions are those in which each party receives and gives up essentially equal
values. Nonoperating revenues, such as subsidies and investment earnings, result from nonexchange transactions or ancillary
activities.

Proprietary Fund Type

Enterprise Fund

Enterprise fund is used to account for operations (a) that are financed and operated in a manner similar to private business
enterprises — where the intent of the governing body is that the costs (expenses, including depreciation) of providing goods or
services to the general public on a continuing basis be financed or recovered primarily through user charges; or (b) where the
governing body has decided that periodic determination of revenues earned, expenses incurred, and/or net income is
appropriate for capital maintenance, public policy, management control, accountability, or other purposes.

Cash and Cash Equivalents - For purposes of the statement of cash flows, cash and cash equivalents include restricted and
unrestricted cash and restricted and unrestricted certificates of deposit with original maturities of three months or less.

Property, Plant, and Equipment — Capital assets purchased by the District are recorded at cost. Contributed or donated
capital assets are recorded at fair value when acquired.

Depreciation — Capital assets owned by the District are depreciated over their estimated useful lives (ranging from 5-40
years) under the straight-line method of depreciation.



SOUTH SAN LUIS OBISPO COUNTY SANITATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2015

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

H.

Receivables - The District did not experience bad debt losses; accordingly, no adjustment has been made for doubtful
accounts, and accounts receivable is shown at the adjusted value.

Encumbrances - Encumbrances represent commitments related to unperformed contracts for goods or services. Encumbrance
accounting, under which purchase orders, contracts, and other commitments for the expenditure of resources are recorded to
reserve that portion of the applicable appropriation, is not utilized by the District.

Compensated Absences - Accumulated unpaid employee vacation and sick leave benefits are recognized as labilities of the
District. The amounts are included in current liabilities.

Restricted Assets — Restricted assets are financial resources segregated for a special purpose such as construction of
improvements and financing of debt obligations. These assets are for the benefit of a distinct group and as such are legally or
contractually restricted.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of
America, as prescribed by the GASB and the AICPA, requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reported period. Actual results could
differ from those estimates.

Net Position

GASB Statement No. 63, requires that the difference between assets added to the deferred outflows of resources and
liabilities be added to the deferred inflows of resources be reported as net position. Net position is classified as either net
investment in capital assets, restricted, or unrestricted.

Net position that is net investment in capital assets consist of capital assets, net of accumulated depreciation, and reduced by
the outstanding principal of related debt. Restricted net position is the portion of net position that has external constraints
placed on them by creditors, grantors, contributors, laws, or regulations of other governments, or through constitutional
provisions, or enabling legislation. Unrestricted net position consists of net position that does not meet the definition of net
investment in capital assets or restricted net position.

Pensions

For purposes of measuring the net pension liability and deferred outflows/inflows of resources related to pensions, and
pension expense, information about the fiduciary net position of the South San Luis Obispo County Sanitation
District’s Public Employee’s Retirement System (CalPERS) plan (Plan) and additions to/deductions from the Plan
fiduciary net position have been determined on the same basis as they are reported by CalPERS. For this purpose, benefit
payments (including refunds of employee contributions) are recognized when due and payable inaccordance with the
benefit terms. Investments are reported at fair value.

Deferred Outflows and Inflows of Resources

Pursuant to GASB Statement No. 63, “Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of
Resources, and Net Position,” and GASB Statement No. 65, “ltems Previously Reported as Assets and Liabilities,” the
District recognizes deferred outflows and inflows of resources.

In addition to assets, the Statement of Net Position will sometimes report a separate section for deferred outflows of
resources. A deferred outflow of resources is defined as a consumption of net position by the government that is applicable
to a future reporting period. The District has one item which qualifies for reporting in this category; refer to Note 7 for a
detailed listing of the deferred outflows of resources the District has reported.
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SOUTH SAN LUIS OBISPO COUNTY SANITATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2015

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

0.

Deferred Outflows and Inflows of Resources (Continued)

In addition to liabilities, the Statement of Net Position will sometimes report a separate section for deferred inflows of
resources. A deferred inflow of resources is defined as an acquisition of net position by the District that is applicable to a
future reporting period. The District has one item which qualifies for reporting in this category; refer to Note 7 for a detailed
listing of the deferred inflows of resources the District has reported.

New Accounting Pronouncements

Governmental Accounting Standards Board Statement No. 68

For the fiscal year ended June 30, 2015, the District implemented Governmental Accounting Standards Board (GASB)
Statement No. 68, “Accounting and Financial Reporting for Pensions.” This Statement is effective for periods beginning after
June 15, 2014. The objective of this Statement is to improve accounting and financial reporting by state and local
governments for pensions. This Statement replaces the requirements of GASB Statement No. 27, “Accounting for Pensions
by State and Local Governmental Employers” as well as the requirements of GASB Statement No. 50, “Pension
Disclosures.” This Statement establishes standards for measuring and recognizing liabilities, deferred outflows of resources,
deferred inflows of resources, and expenses related to pensions. Implementation of the GASB Statement No. 68 and the
impact on the District’s financial statements are explained in Note 7 - Pension Plans and Note 11 - Prior Period Adjustment.

Governmental Accounting Standards Board Statement No. 71

For the fiscal year ended June 30, 2015, the District implemented Governmental Accounting Standards Board (GASB)
Statement No. 71, “Pension Transition for Contributions Made Subsequent to the Measurement Date.” This Statement is
effective for periods beginning after June 15, 2014. The objective of this Statement is to address an issue regarding
application of the transition of GASB Statement No. 68, “Accounting and Financial Reporting for Pensions.” The issue
relates to amounts associated with contributions, if any, made by a state or local government employer or nonemployer
contributing entity to a defined benefit pension plan after the measurement date of the government’s beginning net pension
liability. This statement will eliminate the source of potential significant understatement of restated beginning net position
and expense in the first year of implementation of GASB Statement No. 68 in the accrual-basis financial statements of
employers and nonemployer contributing entities. Implementation of the GASB Statement No. 71 and the impact on the
District’s financial statements are explained in Note 7 - Pension Plans and Note 11 - Prior Period Adjustment.

NOTE 3 - CASH AND INVESTMENTS

Investments are carried at fair value in accordance with GASB Statement No. 31. On June 30, 2015 the District had the following
cash and investments on hand:

Cash on hand $ 9,038
Cash in Bank 46,219
Cash and investments with County Treasurer 3,088,606
Local Agency Investment Fund (LATF) 2,410,830

Total cash and investment $ 5,554,693
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SOUTH SAN LUIS OBISPO COUNTY SANITATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2015

NOTE 3 - CASH AND INVESTMENTS (Continued)

Investments Authorized by the California Government Code

The table below identifies the investment types that are authorized for the District by the California Government Code. The table also
identifies certain provisions ofthe California Government Code that address interest rate risk, credit risk, and concentration of credit
risk.

Maximum Maximum
Authorized Maximum Percentage Investment
Investment Type Maturity Of Portfolio in One Issuer

Local Agency Bonds 5 years None None
U.S. Treasury Obligations 5 years None None
Federal Agency Securities N/A None None
Bankers’ Acceptances 180 days 40% 30%
Commercial Paper - 270 days 25% ' 10%
Negotiable Certificates of Deposit 5 years 30% None
Repurchase and Reverse Repurchase

Agreements 92 days 20% of base value None
Medium-Term Notes 5 years 30% None
Mutual Funds 5 years 15% 10%
Money Market Mutual Funds N/A None None
Mortgage Pass-Through Securities N/A 20% None
County Pooled Investment Fund N/A None None
Local Agency Investment Fund (LAIF) N/A None None
State Registered Warrants, Notes, or

Bonds 5 years None None
Notes and Bonds of other Local

California Agencies 5 years None None

Disclosures Relating to Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an investment. Generally, the
longer the maturity of an investment, the greater the sensitivity of its fair value to changes in market interest rates. One of the ways
that the District manages its exposure to interest rate risk is by purchasing a combination of shorter term and longer term investments
and by timing cash flows from maturities so that a portion of the portfolio is maturing or coming close to maturity evenly over time as
necessary to provide the cash flow and liquidity needed for operations.

Information about the sensitivity of the fair values of the District’s investments to market interest rate fluctuations is provided by the

following table that shows the distribution of the District’s investments by maturity:
Remaining Maturity (in Months)

Carmrying 12 Months 13-24 25-60 More than 60
Investment Type Amount or Less Months Months Months
San Luis Obispo Investment Pool $ 3,088606 $ 3,088606 % - $ - $ -
State Investment Pool (LAIF) 2,410,830 2,410,830
$ 5499436 § 5499436 8§ - $ - $ -




SOUTH SAN LUIS OBISPO COUNTY SANITATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2015

NOTE 3 - CASH AND INVESTMENTS (Continued)

Disclosures Relating to Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the investment. This is
measured by the assignment of rating by a nationally recognized statistical rating organization. Presented below is the minimum rating
required by (where applicable) the California Government Code and the District’s investment policy, and the actual rating as of fiscal
year end for each investment type.

Rating as of Fiscal Year End

Minimum
Carrying Legal
Investment Type Amount Rating AAA Aa Baa Not Rated
San Luis Obispo Investment Pool $ 3,088,606 N/A $ - $ - $ - $ 3,088,606
State Investment Pool (LAIF) 2,410,830 N/A 2,410,830
$ 5499436 $ - $ - $ - $ 5,499436

Concentration of Credit Risk

The investment policy of the District contains no limitations on the amount that can be invested in any one issuer beyond that
stipulated by the California Government Code. There are no investments in any one issuer that represent 5% or more of total District
investments.

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial institution, a government will not
be able to recover its deposits or will not be able to recover collateral securities that are in the possession of an outside party. The
custodial credit risk for investments is the risk that, in the event of the failure of the counterparty (e.g., broker-dealer) to a transaction,
a government will not be able to recover the value of its investment or collateral securities that are in the possession of another party.
The California Government Code and the District’s investment policy do not contain legal or policy requirements that would limit the
exposure to custodial credit risk for deposits or investments, other than the following provision for deposits: The California
Government Code requires that a financial institution secure deposits made by state or local governmental units by pledging securities
in an undivided collateral pool held by a depository regulated under state law (unless so waived by the governmental unit). The fair
value of the pledged securities in the collateral pool must equal at least 110% of the total amount deposited by the public agencies.
California law also allows financial institutions to secure the District’s deposits by pledging first trust deed mortgage notes having a
value of 150% of the secured public deposits.

As of June 30, 2015, none of the District’s deposits with financial institutions in excess of federal depository insurance limits were
held in uncollateralized accounts.

Investment in State Pool (LAIF)

The District is a voluntary participant in the Local Agency Investment Fund (LAIF) that is regulated by the California Government
Code under the oversight of the Treasurer of the State of California. The fair value of the District’s investment in this pool is reported
in the accompanying financial statements at amounts based upon the District’s pro-rata share of the fair value provided by LAIF for
the entire LAIF portfolio (in relation to the amortized cost of that portfolio). The balance available for withdrawal is based on the
accounting records maintained by LAIF, which are recorded on an amortized cost basis.
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SOUTH SAN LUIS OBISPO COUNTY SANITATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2015

NOTE 4 - SCHEDULE OF CAPITAL ASSETS

A schedule of changes in capital assets and depreciation for the fiscal year ended June 30, 2015, is shown below:

Balance Prior Period Balance
July 1,2014 Additions Deletions Adjustment June 30, 2015

Land $ 431,425 $ - $ - $ - $ 431,425
Construction in Progress 541,691 55,940 (494,844) 102,787
Property, Plant, & Equipment 26,668,462 146,574 (27,668) (4,399,604) 22,387,764

Total capital assets 27,641,578 202,514 (522,512) (4,399,604) 22,921,976
Less Accumulated Depreciation (17,465,192) (874,378) 27,668 3,534,486 (14,777,416)

Net capital assets $ 10,176,386  $ (671,864 °$ (494844)  § (865,118) $ 8144560 -

NOTE 5 - LOAN PAYABLE

On October 19,2009, the District received a loan from Municipal Finance Corporation in the amount of $483,159. The purpose of the
loan was to install a new electrical generator system. The District will make semi-annual payments under the loan agreement of
$37,398 through August 16, 2017. The interest rate for the loan is 5.25%. Future debt service payments are as follows:

Fiscal Year Ended
June 30 Principal Interest . Total
2016 $ 64,867 $ 9,930 $ 74,797
2017 68,318 6,479 74,797
2018 71,952 2,845 74,797

$ 205,137 $ 19,254 $ 224,391

NOTE 6 - LONG-TERM DEBT

The changes in long-term debt at June 30, 2015, are as follows:

Balance Prior Period Balance Due within
July 1, 2014 Additions Retirements Adjustment June 30, 2015 One year
Compensated Absences $ 49,247 $ 28,830 $ (25,747) $ $ 52,330 $ -
Loan Payable 266,728 (61,591) 205,137 64,867
OPEB 611,233 155,233 (35,274 731,192
Net Pension Liability 322,293 (537,770 771,590 556,113
Total $ 927,208 $ 506,356 $ (660,382) $ 771,590 $ 1,544,772 $ 64,867
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SOUTH SAN LUIS OBISPO COUNTY SANITATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2015

NOTE 7 — DEFINED BENEFIT PENSION PLAN
A. General Information about the Pension Plans
Plan Descriptions

All qualified permanent and probationary employees are eligible to participate in the District’s Miscellaneous Employee Pension
Plans, cost-sharing multiple employer defined benefit plans administered by the California Public Employees’ Retirement System
(CalPERS). Benefit provisions under the Plans are established by State statue and District resolution. CalPERS issues publicly
available reports that include a full description of the pension plans regarding benefit provisions, assumptions and membership
information that can be found on the CalPERS website.

Benefits Provided

CalPERS provides service retirement and disability benefits, annual cost of living adjustments and death benefits to plan members,
who must be public employees and beneficiaries. Benefits are based on years of credited service, equal to one year of full time
employment. Members with five years of total service are eligible to retire at age 50 with statutorily reduced benefits. A1l members are
eligible for nonduty disability benefits after 10 years of service. The death benefit is one of the following;: the Basic Death Benefit, the
1957 Survivor Benefit, or the Optional Settlement 2W Death Benefit. The cost of living adjustments for each plan are applied as
specified by the Public Employees’ Retirement Law.

The Plans’ provisions and benefits in effect at June 30, 2015, are summarized as follows:

Miscellaneous
Prior to On or after
Hire Date January 1, 2013 January 1, 2013
Benefit formula 2.0% @ 60 2% @ 62

Benefit vesting schedule

Benefit payments

Retirement age

Monthly benefits, as a % ofeligible compensation
Required employee contribution rates

Required employer contribution rates

Contributions

5 years service
monthly for life
50-63

1.09% to 2.42%
7.00%

13.187%

5 years service
monthly for life
52-67

1.0% to 2.5%
7.00%

6.800%

Section 20814(c) of the California Public Employees’ Retirement Law requires that the employer contribution rates for all public
employers be determined on an annual basis by the actuary and shall be effective on the July 1 following notice of a change in the rate.
Funding contributions for the Plan is determined annually on an actuarial basis as of June 30 by CalPERS. The actuarially determined
rate is the estimated amount necessary to finance the costs of benefits earned by employees during the year, with an additional amount
to finance any unfunded accrued liability. The District is required to contribute the difference between the actuarially determined rate
and the contribution rate of employees. Contributions to the pension plan from the District were $50,379 for the fiscal year ended June
30, 2015,

15



SOUTH SAN LUIS OBISPO COUNTY SANITATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2015

NOTE 7 — DEFINED BENEFIT PENSION PLAN (Continued)
B. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to Pensions

At June 30, 2015, the District reported a liability 0of $556,113 for its proportionate share of the net pension liability. The net pension
liability was measured as of June 30, 2014 and the total pension liability used to calculate the net pension liability was determined by
an actuarial valuation as of that date. The District’s proportion of the net pension liability was based on a projection of the District’s
long-term share of contributions to the pension plan relative to the projected contributions of all Pension Plan participants, actuarially
determined. At June 30, 2014, the District’s proportion was 0.02250%, which decreased by 0.00105% from June 30, 2013.

For the year ended June 30, 2015, the District recognized pension expense of $29,572. Pension expense represents the change inthe
net pension liability during the measurement period, adjusted for actual contributions and the deferred recognition of changes in
investment gain/loss, actuarial gain/loss, actuarial assumptions or method, and plan benefits. At June 30, 2015, the District reported
deferred outflows of resources and deferred inflows of resources related to pension from the following sources:

Deferred

Outflows of Deferred Inflows

Resources of Resources
Pension contributions subsequent to measurement date  $ 48,422 $ -
Differences between expected and actual experience
Changes in assumptions
Net difference between projected and actual earnings on
retirement plan investments 196,215
Adjustment due to differences in proportions 3,446 1,901

¥ 51,868 $ 198,116

$48,442 reported as deferred outflows of resources related to pensions resulting from District contributions subsequent to the
measurement date will be recognized as a reduction of the net pension liability in the year ended June 30, 2016. Other amounts
reported as deferred outflows of resources and deferred inflows of resources related to pensions will be recognized in the pension
expenses as follows:

Fiscal Year
Ended June 30 Amount
2016 $ (48,502)
2017 (48,502)
2018 (48,613)
2019 (49,053)
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SOUTH SAN LUIS OBISPO COUNTY SANITATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2015

NOTE 7 — DEFINED BENEFIT PENSION PLAN (Continued)
B. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to Pensions (Continued)

Actuarial Assumptions

The total pension liability in the June 30, 2013 actuarial valuation was determined using the following actuarial assumptions:

Miscellaneous
Valuation Date June 30, 2013
Measurement Date June 30, 2014
Acturial Cost Method Entry-Age Normal Cost Method
Actuarial Assumptions:
Discount Rate 7.50%
Inflation 2.75%
Salary Increases Varies by Entry Age and Service
Investment Rate of Return 7.5% Net of Pension Plan Investment
and Administrative Expenses;
includes Inflation
Mortality Rate Table (1) Derived using CalPERS' Membership
Data for all Funds
Post Retirement Benefit Contract COLA up to 2.75% until
Increase Purchasing Power Protection Allowanc
Floor on Purchasing Power applies,
2.75% thereafter

(1) The mortality table used was developed based on CalPERS' specific data.
The table includes 20 years of mortality improvements using Society of
Actuaries Scale BB. For more details on this table please refer to the 2014

experience study report.

Discount Rate

The discount rate used to measure the total pension liability was 7.50%. To determine whether the municipal bond rate should be used
in the calculation of a discount rate for each plan, CalPERS stress tested plans that would most likely result in a discount rate that
would be different from the actuarially assumed discount rate. Based on the testing, none of the tested plans run out of assets.
Therefore, the current 7.50 percent discount rate is adequate and the use of the municipal bond rate calculation is not necessary. The
long term expected discount rate of 7.50 percent will be applied to all plans in the Public Employees Retirement Fund (PERF). The
stress test results are presented in a detailed report that can be obtained from the CalPERS website.

According to Paragraph 30 of Statement 68, the long-term discount rate should be determined without reduction for pension plan
administrative expense. The 7.50 percent investment return assumption used in this accounting valuation is net of administrative
expenses. Administrative expenses are assumed to be 15 basis points. An investment return excluding administrative expenses would
have been 7.65 percent. Using this lower discount rate has resulted in a slightly high Total Pension Liability and Net Pension Liability.
CalPERS checked the materiality threshold for the difference in calculation and did not find it to be a material difference.

CalPERS is scheduled to review all actuarial assumptions as part of its regular Asset Liability Management (ALM) review cycle that is
scheduled to be completed in February 2018. Any changes to the discount rate will require Board action and proper stakeholder
outreach. For these reasons, CalPERS expects to continue using a discount rate net of administrative expenses for GASB 67 and 68
calculations through at least the 2017-18 fiscal year. CalPERS will continue to check the materiality of the difference in calculation

until such time as we have changed our methodology.
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SOUTH SAN LUIS OBISPO COUNTY SANITATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2015

NOTE 7 - DEFINED BENEFIT PENSION PLAN (Continued)

B. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to Pensions (Continued)

The long-term expected rate of return on pension plan investments was determined using a building-block method in which best-
estimate ranges of expected future real rates of return (expected returns, net pension plan investment expense and inflation) are
developed for each major asset class.

In determining the long-term expected rate of return, CalPERS took into account both short-term and long-term market retum
expectations as well as the expected pension fund cash flows. Using historical returns of all the funds’ asset classes, expected
compound returns were calculated over the short-term (first 10 years) and the long-term (11-60 years) using a building-block
approach. Using the expected nominal returns for both short-term and long-term, the present value of benefits were calculated for each
fund. The expected rate of return was set by calculating the single equivalent expected return that arrived at the same present value of
benefits for cash flows as the one calculated using both short-term and long-term returns. The expected rate of return was then set
equivalent to the single equivalent rate calculated above and rounded down to the nearest one quarter of one percent.

The table below reflects the long-term expected real rate of return by asset class. The rate of return was calculated using the capital
market assumptions applied to determine the discount rate and asset allocation. These rates of return are net of administrative

exXpenses.

New

Strategic Real Return Real Return

Asset Class Allocation Years 1-10(a) Years 11+(b)
Global Equity 47.0% 5.25% 5.71%
Global Fixed Income 19.0% 0.99% 243%
Inflation Sensitive 6.0% 0.45% 3.36%
Private Equity 12.0% 6.83% 6.95%
Real Estate 11.0% 4.50% 5.13%
Infrastructure and Forestland 3.0% 4.50% 5.09%
Liquidity 2.0% -0.55% -1.05%

Total 100%

(a) An expected inflation 0f2.5% used for this period.
(b) An expected inflation 0f3.0% used for this period.

Sensitivity of the Proportionate Share of the Net Pension Liability to Changes in the Discount Rate

The following represents the District’s proportionate share of the net pension liability calculated using the discount rate of 7.5 percent,
as well as what the District’s proportionate share of the net pension liability would be if it were calculated using a discount rate that is
1-percentage point lower (6.5 percent) or 1- percentage point higher (8.5 percent) than the current rate:

1% Decrease Discount Rate 1% Increase
6.50% 7.50% 8.50%
District's proportionate share of the net
pension plan liability $ 1,008,853 $ 556,113 $ 180,383
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SOUTH SAN LUIS OBISPO COUNTY SANITATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2015

NOTE 7 — DEFINED BENEFIT PENSION PLAN (Continued)

B. Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to Pensions (Continued)

Pension Plan Fiduciary Net Position
Detailed information about the pension plan’s fiduciary net position is available in the separately issued CalPERS financial reports.
C. Payable to the Pension Plan

At June 30, 2015, the District had no amount outstanding for contributions to the pension plan required for the fiscal year ended June
30, 2015.

NOTE 8 — POST EMPLOYMENT BENEFITS OTHER THAN PENSIONS

Plan Description

The District provides post-retirement health benefits to all retirees who retire from the System and have reached the minimum age of
50.

Funding Policy

The District is required to contribute the annual required contribution (ARC) of the employer, an amount actuarially determined in
accordance with the parameters of the GASB Statement No. 45. The System used the alternative measurement method as allowed
under GASB Statement No. 45. The ARC represents a level of funding that if paid on an ongoing basis, is projected to cover normal
cost each year and amortize any unfunded actuarial liabilities (or funding excess) over a period not to exceed thirty years.

Annual OPEB Cost and Net OPEB Obligation/{Asset)

The following table shows the components of the District’s Annual OPEB Cost for the fiscal year ended June 30,2015, the amount
actually contributed to the plan (including administrative costs), and changes in the System’s Net OPEB Obligation/(Asset):

Fiscal Year

Ending June 30, 2015
Annual Required Contributions $ 130,783
Interest on Net OPEB Obligation/(Asset) 24,449
Annual OPEB Cost/Expense 155,232
Contributions made 35,273
Increase in Net OPEB Obligations/(Asset) 119,959
Net OPEB Obligations/(Assets) - beginning of fiscal year 611,233
Net OPEB Obligations/(Assets) - end of fiscal year $ 731,192

The District’s Annual OPEB cost, the percentage of Annual OPEB Cost contributed to the plan, and the Net OPEB Obligation (Asset)
are as follows:

Fiscal Percentage of
Year Annual Actual OPEB Net OPEB
Ended OPEB Cost Contribution Cost Contributed Obligation (Asset)
June 30,2013 $ 161,749 $ 22,163 14% $ 491,448
June 30,2014 $§ 150441 $ 30,656 20% $ 611,233
June 30, 2015 $ 155,232 $ 35,273 23% $ 731,192



SOUTH SAN LUIS OBISPO COUNTY SANITATION DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2015

NOTE 8 — POST EMPLOYMENT BENEFITS OTHER THAN PENSIONS (Continued)

Annual OPEB Cost and Net OPEB Obligation/(Asset) (Continued)

The funded status of the plan was as follows:
Projected Unit

Credit Actuarial Unfunded UUALas a
Valuation Value of Accrued AAL Funded Covered Percentage of
Date Assets Liabilities (UAAL) Ratio Payroll Covered Payroll
June 30, 2012 3 - 3 798,486 $ 798,486 0% $ 438,683 182%
June 30, 2013 $ - $ 1,017,897 3 1,017,897 0% $ 405,804 251%
June 30, 2014 $ - $ 1,295,363 3 1,295,363 0% $ 366,444 353%

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as understood by the employer
and plan members) and include the types of benefits provided at the time of each valuation and the historical pattern of sharing of
benefit costs between the employer and plan members to that point. The methods and assumptions used include techniques that
are designed to reduce short-term volatility in accrued liabilities and the value of assets, consistent with the long-term perspective of
the calculations.

The District did not pre-fund retiree healthcare costs nor establish an irrevocable trust for retiree healthcare costs. The decision
not to use an irrevocable trust was made because of the current national and state economic issues and the possibility that the
funds may be required to provide current services.

NOTE 9 - COMMITMENTS AND CONTINGENCIES

According to the District’s staff and attorney, no contingent liabilities are outstanding and no lawsuits are pending of any real financial
consequence.

NOTE 10 - SETTLEMENT PAYABLE

On October 3, 2012, the District was levied a penalty of $1,109,813 from the Regional Water Control Board for a sewage spill in
December 2010. As of June 30, 2015, the balance was $1,109,813.

NOTE 11 — PRIOR PERIOD ADJUSTMENT

A prior period adjustment of $(1,586,329) was made which affects the statement of net position- Proprietary fund. The prior
period adjustment was to record the net pension liability of $(771,590), deferred outflow of resources of $50,379, correction of
capital assets of $(4,399,604), and accumulated depreciation of capital assets of $3,534,486.
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SOUTH SAN LUIS OBISPO COUNTY SANITATION DISTRICT
SCHEDULE OF PROPORTIONATE SHARE OF NET PENSION LIABILITY
Last 10 Years*

As of June 30, 2015

The following table provides required supplementary information regarding the District's Pension Plan.

2015

Proportion of the net pension liability 0.0225%
Proportionate share of the net pension liability $ 556,113
Covered- employee payroll $ 496,070
Proportionate share of the net pension liability as

percentage of covered-employee payroll : 112.1%
Plan's total pension liability $ 13,110,948,452
Plan's fiduciary net position $ 10,639,461,174
Plan fiduciary net position as a percentage of the 81.15%

total pension liability

*- Fiscal year 2015 was the 1st year of implementation, therefore only one year is shown.
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SOUTH SAN LUIS OBISPO COUNTY SANITATION DISTRICT
SCHEDULE OF CONTRIBUTIONS

Last 10 Years*

As of June 30, 2015

The following table provides required supplementary information regarding the District's Pension Plan.

2015
Contractually required contribution (actuarially determined) $ 48,422
Contribution in relation to the actuarially determined
contributions 48,422
Contribution deficiency (excess) $ -
Covered- employee payroll $ 569,833
Contributions as a percentage of covered-employee payroll 8.50%
Notes to Schedule
Valuation Date: 6/30/2013
Methods and assumptions used to determine contribution rates:
Actuarial cost method Entry Age
Asset valuation method S-year smoothed market
Amortization method Level percentage of payroll, closed
Discount rate 7.50%
Price Inflation 2.75%
Salary increases Varies by Entry Age and Service
Investment Rate of Return 7.50% Net of Pension Plan Investment and Administrative

Expenses; includes inflation

Mortality Derived using CalPERs' Membership data for all funds.

Post Retirement Benefit Contract COLA up to 2.75% until Purchasing Power
Protection Allowance Floor on Purchasing Power applies,
2.75% thereafter.

*- Fiscal year 2015 was the 1st year of implementation, therefore only one year is shown.
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Attachment - 7
Rate Adoption Resolution/Ordinance



ORDINANCE NO. 2016 - 01

AN ORDINANCE OF THE BOARD OF DIRECTORS OF SOUTH SAN LUIS OBISPO COUNTY
SANITATION DISTRICT INCREASING CHARGES FOR WASTEWATER TREATMENT
SERVICES AND FACILITIES

THE BOARD OF DIRECTORS OF SOUTH SAN LUIS OBISPO COUNTY SANITATION DISTRICT
ORDAINS AS FOLLOWS:

WHEREAS, Health & Safety Code §§5471 provides that, by an ordinance approved by a two-
thirds vote of its membership, the Board of Directors of a sanitation district may prescribe,
revise and collect charges for services and facilities it furnishes; and

WHEREAS, California Constitution Article XIII D, §6, entitled “property related fees and
charges,” specifies procedures the District must use when increasing charges for
wastewater treatment services and facilities, and imposes substantive requirements for
those charges; and

WHEREAS, Government Code §53755 contains additional procedures and clarifications for
use by agencies that wish to impose an increase to their property-related fees and charges,
including charges for wastewater treatment services and facilities; and

WHEREAS, the District needs to increase its charges for wastewater treatment services and
facilities because, besides operating and maintaining its regional treatment plant (which
includes repair and replacement of aging plant facilities and increased costs for staffing,
electricity, chemicals, insurance and other operating expenses), the District must build
major new facility upgrades to comply with state and federal laws and regulations; and

WHEREAS, in compliance with the authorities set out above and subsequent case law, the
District has commissioned a Wastewater Financial Plan & Rate Study, revised 2/9/16, from
Bartle Wells Associates, which demonstrates all of the following with regard to the
District’s proposed increased charges:

e Revenues derived from the charges do not exceed the funds required to provide the
property related service.

e Revenues derived from the charges will not be used for any purpose other than that
for which the fee or charge was imposed.

e The amount of the charge imposed upon any parcel or person as an incident of
property ownership does not exceed the proportional cost of the service
attributable to the parcel.

e The charges will not be imposed for a service unless that service is actually used by,
or immediately available to, the owner of the property in question.

e The charges are not imposed for general governmental services, but only for
wastewater treatment services and facilities; and



WHEREAS, also in compliance with the authorities set out above and subsequent case law,
the District has identified the parcels upon which the increased charge is to be imposed as
all parcels that are currently customers receiving wastewater treatment services from the
District; and

WHEREAS, also in compliance with the authorities set out above and subsequent case law,
the District has calculated the amount of the charge proposed to be imposed on each
parcel; and

WHEREAS, also in compliance with the authorities set out above and subsequent case law,
the District on December 30, 2015 caused notice of a public hearing on the proposed
increases (a copy of which is set out in the Wastewater Financial Plan & Rate Study) to be
sent by first-class mail to the address contained in the County Assessor’s office for the
record owner of each identified parcel and to the address of record for each customer
signed up for wastewater treatment service at each identified parcel; and

WHEREAS, District staff has received proof of this mailing in electronic format, which is
maintained at District offices; and

WHEREAS, on February 17, 2016, the District conducted a public hearing upon the
proposed increases, which date is more than 45 days after mailing of the notice; and

WHEREAS, at the public hearing, the District considered all written protests previously
filed concerning the proposed increases, and all protests concerning the proposed
increases offered at the public hearing—and has determined that no majority protest has
been presented; and

WHEREAS, the approval of this ordinance is exempt from the California Environmental
Quality Act pursuant to Public Resources Code §21080(b)(8).

NOW, THEREFORE, THE DISTRICT finds that the above recitals are true, and ordains:
Section 1. Wastewater treatment rates shall be increased as shown in the following chart:

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]}



Wastewater Treatment Rates

Monthly Service Charges Effective on or After

July 1 July 1 July1 July 1

2016 2017 2018 2019

a. Residences & Apartments $19.60 $21.56 $23.52 $25.48
b. Hotel Units with Kitchens 17.14 18.85 20.56 22.27
¢. Hotel Units without Kitchens 11.02 12.12 13.22 14.32
d. HotelRoom 11.02 12.12 13.22 14.32
e. Commercial Establishments 8.81 9.69 10.57 11.45
Each additional employee above 5 1.77 1.95 2.13 2.31

f Beauty Shops 17.63 19.39 21.15 22.91
Each additional operator above 5 2.66 2.93 3.20 3.47

g. Eating Establishments w/o Grinders 27.43 30.17 32.91 35.65
Each additional 5 seats above 30 4.12 4.53 4.94 5.35

h  Restaurants (w/Grinders) <30 seats 44.09 48.50 52.91 57.32
Restaurants (w/Grinders) over 30 seats 61.72 67.89 74.06 80.23
Laundromats - per washing maching 12.63 13.89 15.15 16.41
Minimum Charge 37.91 41.70 45.49 49.28

i Service Stations - no wash/rack 51.92 57.11 62.30 67.49
Service Stations - with wash/rack 74.47 81.92 89.37 96.82

k  Factories 29.39 32.33 35.27 38.21
Each additional employee above 20 1.47 1.62 1.77 1.92

. Churches 16.26 17.89 19.52 21.15
Per ADA with elementary school 0.49 0.54 0.59 0.64

Per ADA with other school 0.72 0.79 0.86 0.93

m. Bottling Plants 35.28 38.81 42.34 45.87
n  Schools (Non-boarding) 9.76 10.74 11.72 12.70
Per ADA with elementary school 0.49 0.54 0.59 0.64

Per ADA with other school 0.72 0.79 0.86 0.93

o Schools (Boarding) 9.80 10.78 11.76 12.74
Per ADA with elementary school 0.98 1.08 1.18 1.28

Per ADA with other school 1.38 1.52 1.66 1.80

p. Trailer/Mobile Home Space 11.77 12.95 14.13 15.31
g. RV Dump Stations - Less than 50 services 91.12 100.23 109.34 118.45

Section 2. Severability. Should any provision, section, paragraph, sentence or word of this
Ordinance be declared invalid by any court of competent jurisdiction or by reason of any
preemptive legislation, the remaining provisions, sections paragraphs, sentences or words
of this Ordinance shall remain in full force and effect and, to that end, the provisions of this
Ordinance are severable.



Section 3. Effective date. This ordinance shall become effective 30 days from the date of
final passage.

Section 4. Publication. Within 15 days of its final passage, this ordinance shall be
published once, with the names of the Board members voting for and against the
ordinance, in a newspaper of general circulation published in the County of San Luis
Obispo.

Alternatively, a summary of the proposed ordinance may be prepared by District Counsel
and published by the District Bookkeeper. A certified copy of the full text of the proposed
ordinance shall be made available to the public upon request at least five days prior to the
District Board meeting at which the proposed ordinance is to be adopted. The District
Bookkeeper shall also post a copy of the full text of the ordinance on the District’s Internet
website five days prior to the District Board meeting at which the proposed ordinance is to
be adopted. Within 15 days after adoption of the ordinance, the District Bookkeeper shall
publish a summary of the ordinance with the names of those directors voting for and
against the matter and shall make available to the public, upon request, a certified copy of
the full text of the ordinance. The District Bookkeeper shall also post a copy of the full text
of the ordinance with the names of those directors voting for and against the ordinance on
the District’s Internet website.

Introduced at a regular meeting of the South San Luis Obispo County Sanitation District

held February 17, 2016, and passed and adopted at a regular meeting of the South San
Luis Obispo County Sanitation District held March 2, 2016, by the following roll-call vote:

aYES: John Sheals, Metthew (Guerreo, Tim Ml
NoES: O3
ABSENT: &,

ABSTENTIONS: &,

APPROVED AS TO FORM:
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South San Luis Obispo County
Sanitation District

Wastewater Financial Plan & Rate Study

February 10, 2016

BARTLE WELLS ASSOCIATES

INDEPENDENT PUBLIC FINANCE ADVISORS




1889 Alcatraz Avenue

BARTLE WELLS ASSOCIATES Berkeley, CA 94703

510 653 3399 fax: 510 653 3769
INDEPENDENT PUBLIC FINANCE ADVISORS
www.bartlewells.com

February 10, 2016

South San Luis Obispo County Sanitation District
1600 Aloha Place/P.O. Box 339
Oceano, CA 93475-0339

Attn: John Clemons, District Administrator

Bartle Wells Associates is pleased to submit the attached Wastewater Financial Plan & Rate
Study. The study develops long-term financial projections and calculates wastewater treatment
charges designed to equitably recover the costs of providing service. The recommended rates
are designed to meet the District’s operational and capital funding needs, comply with legal
requirements, and be fair to all customers.

Prior to this study, the District had not increased its wastewater treatment charges in over five
years. The proposed rate increases are needed to a) provide adequate funding for the costs of
operating and maintaining the District’s regional wastewater conveyance and treatment
facilities, b) fund major new facility upgrades needed to comply with state and federal laws and
regulations, and c) provide funding for repair and replacement of aging infrastructure.

The proposed rates incorporate both overall rate increases needed to meet the District’s
funding needs as well as some modifications to the rate structure designed realign rates with
the cost of providing service and improve rate equity. Rate increases are phased in over
approximately five years to minimize the annual impact on District customers.

| enjoyed working with the District on this assignment and appreciate the cooperation and
assistance received from District staff throughout the project. Please contact me if you have
questions about the recommendations in this report or other related issues.

Sincerely,

BARTLE WELLS ASSOCIATES

@&z. /?7%”‘4/%’4—/

Alex T. Handlers, cipmA
Principal/Vice-President
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South San Luis Obispo County Sanitation District
Wastewater Financial Plan & Rate Study

Key Findings & Recommendations

Background

The South San Luis Obispo County Sanitation District (SSLOCSD or District) is a special
district that provides wastewater treatment services to the communities of Arroyo Grande,
Grover Beach, and Oceano. The District is located in southwestern San Luis Obispo County,
California approximately 15 miles south of the City of San Luis Obispo. The District serves a
population of roughly 38,000 as well as commercial, industrial, and institutional accounts

within its service area.

The District was formed in 1963 and is governed by a three-member Board of Directors who
are appointed by the governing bodies of its three member agencies: the Cities of Arroyo
Grande and Grover Beach, and the Oceano Community Services District. Each Board
Member has an equal vote.

The District owns and operates a wastewater treatment plant with a permitted capacity of
5.0 million gallons per day (mgd) of average dry weather flow, an ocean outfall for disposal
of treated effluent, and almost nine miles of wastewater trunk lines that convey sewage
from its member agencies. The District also assists in providing wastewater source control
programs and inspection services on behalf of its member agencies.

The District needs to fund a major “redundancy project” to address requirements of the
Regional Water Quality Control Board (RWQCB) and improve treatment plant reliability.
Based on an updated engineering cost estimate from September 2015, the project cost is
estimated at a little over $19 million (current dollars) including design, permitting,
construction, 30% construction cost contingency, and project management.

Financial Plan & Rate Study Objectives

In 2014, Bartle Wells Associates (BWA) was retained to develop a sewer rate study to
support the District’s long-term financial needs. A key objective of the rate study is to
recommend service charges adequate to fund future operating and capital needs including
construction of the required redundancy project. Key elements of the rate study include



Develop 10-year financial projections to determine annual revenue requirements

Incorporate the latest available financial information and estimates of future operating and
capital funding needs

Evaluate financing alternatives for the District’s capital improvement program including a
major capital upgrade to the District’s treatment plant needed to improve reliability and
redundancy and comply with RWQCB requirements.

Develop sewer rates that:

a. Recover the District’s costs of providing service and support long-term financial stability
b. Provide adequate funding for capital needs including the District's long-term

infrastructure repairs and replacements

c. Comply with the legal requirements of Proposition 218

Aim for steady, gradual annual rate increases to help minimize the annual impact on
customers

Pursue low-cost financing alternatives for required debt financing

Maintain a prudent level of fund reserves

District Finances & Rates

SSLOCSD is a financially self-supporting district that relies primarily on sewer service charges
collected on a pass-through basis from sewer customers served by its three member
agencies.

e Sewer rates are the District’s main source of revenue and account for approximately
95% of total District revenues.

e The District’s rates should be set at levels adequate to fund the District’s cost of
providing service, including long-term operating and capital needs, and support the
District’s long-term financial stability.

The District has not adopted any rate increases in over five years. Current rates have been
in effect since May 1, 2010. The District has implemented a number of cost reduction
measures over the past few years that have enabled the District to defer rate increases.

The District currently levies a flat monthly residential charge $14.86 per dwelling unit. Non-
residential customers pay fixed charges that vary by customer type and other factors such
as number of employees, number of seats in a restaurant, and number of students.



Historical SSLOCSD Rates

(Note: There have been no rate increases in over five years since May 1, 2010)

Prior Jan1 May 1 May 1 May 1 May 1

Rates 2007 2007 2008 2009 2010

a. Residences & Apartments $6.50 $8.93 $10.70 $12.31 $13.52 $14.86
b. Hotel Units with Kitchens 5.20 9.41 11.29 12.98 14.28 15.71
c. Hotel Units without Kitchens 4.40 6.02 7.22 8.30 9.12 10.02
d. Hotel Room 4.55 6.22 7.46 8.58 9.42 10.36
e. Commercial Establishments 6.73 4.59 5.51 6.26 6.97 7.65
Each additional employee above 5 0.44 0.92 1.10 1.25 1.39 1.53

Beauty Shops 8.66 8.49 10.19 11.60 12.73 13.97
Each additional operator above 5 0.86 1.41 1.70 1.93 2.12 2.33

Eating Establishments w/o Grinders 9.31 9.11 10.92 12.56 13.79 15.16
Each additional 5 seats above 30 1.01 1.52 1.82 2.09 2.30 2.53
Restaurants (w/Grinders) less than 30 seats 14.78 17.30 20.67 24.31 28.12 31.07
Restaurants (w/Grinders) over 30 seats 18.29 22.18 26.51 31.17 36.06 39.84
Laundromats - per washing maching 2.96 5.83 7.01 7.98 8.85 9.71
Minimum Charge 8.71 17.50 21.03 23.93 26.54 29.14
Service Stations - no wash/rack 7.86 23.26 27.91 31.84 34.11 37.41
Service Stations - with wash/rack 12.47 34.18 41.06 46.56 49.65 54.40
Factories 12.47 13.34 16.02 18.30 20.08 22.05
Each additional employee above 20 0.38 0.66 0.80 0.91 1.00 1.10
Churches 6.71 7.57 9.10 10.34 11.44 12.56

Per ADA with elementary school 0.21 0.21 0.25 0.28 0.31 0.34

Per ADA with other school 0.30 0.30 0.36 0.42 0.46 0.51
Bottling Plants 12.47 13.34 16.02 18.30 20.08 22.05
Schools (Non-boarding) 3.25 4.27 5.13 5.83 6.44 7.07

Per ADA with elementary school 0.21 0.20 0.24 0.27 0.30 0.33

Per ADA with other school 0.30 0.31 0.36 0.43 0.47 0.52
Schools (Boarding) 3.25 4.27 5.13 5.83 6.44 7.07

Per ADA with elementary school 0.38 0.43 0.51 0.59 0.65 0.71

Per ADA with other school 0.48 0.57 0.68 0.78 0.86 0.95
Trailer/Mobile Home Space 6.50 2.52 3.02 3.47 3.81 4.19

RV Dump Stations - Less than 50 services 21.00 25.22 30.15 35.20 38.75 42.69
Brine (per gallon) 0.1125 0.1125 0.1125 0.1125 0.1125 0.1125

» The District’s member agencies currently collect both a) their own charges for sewer
collection services, and b) the District’s charges for wastewater treatment. Wastewater
treatment charges collected on the District’s behalf are subsequently passed-through to the
District.



» Accounting for both District and local agency charges, the total sewer rates levied by each
of the District’s three member agencies are among the very lowest in the region based on a
survey of 16 regional wastewater agencies.
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» The District’s fund reserves totaled approximately $5.5 million as of June 30, 2015.

0 Approximately $4.1 million of these reserves are held in the District’s Expansion
Fund, which is used primarily to fund expansion projects and debt service allocated
to expansion. Due to restrictions on the use of reserves in the Expansion Fund, BWA
recommends the District spend these reserves whenever justified with the goal of
instead maintaining a higher level of unrestricted operating reserves. For example, a
pipeline replacement that provides no new capacity for expansion can be partially
funded from the Expansion Fund assuming the pipeline already has excess capacity
available for expansion, even if it is not being expanded further. Additionally, the
District’s connection fees (one-time levied on new development to recover the cost
of facilities benefiting growth) may include buy-in for previously-funded wastewater
system assets. If so, a portion of the fee can be used to reimburse the operating
fund for the prior infrastructure investments made on behalf of future growth.



4 Financial Challenges

The District faces a number of financial challenges in upcoming years that put upward pressure

on sewer rates. Key challenges include:

4.1 Redundancy Project

The District has been proactively working to complete reliability and redundancy
upgrades to the wastewater treatment plant in order to address requirements of the
RWQCB. The District has been working to evaluate project alternatives and identify the
most cost-effective infrastructure improvements that will reliably address the RWQCB
requirements. Based on an updated engineering cost estimate from September 2015,
the project cost is estimated at a little over $19 million (current dollars) including design,
permitting, construction, 30% construction cost contingency, and project management.
With 3% cost inflation, the project is estimated at $20.4 million in future dollars.

In order to meet RWQCB requirements, the redundancy project is scheduled to be
completed and operational by end of 2019, with preliminary engineering/design and
construction bidding to be completed by the end of June 2017 followed by construction
spread over the subsequent two years and startup/commissioning by the end of 2019.

Preliminary engineering estimates project the redundancy project will increase the
District’s annual operating costs by roughly $425,000. With 4% operating cost inflation,
additional annual operating costs associated with the project are projected at $500,000
in future dollars beginning fiscal year 2019/20.



Redundancy Project Cost Estimates (Current $)

Project Cost Estimates

Construction Cost

Deep Foundation Allowance

Floodproofing Allowance

Critical Pipe Repair/Replacement Allowance
Subtotal

Construction Cost Contingency 30%

Construction Cost with Contingency

Other Project Costs: Estimated as a % of Base Construction Costs + Allowances

Design 12%
Permitting 1%
Engineering During Construction 3%
Construction Management 10%
Project Management/Administration 4%

Subtotal 30%

Total Project Costs

Annual O&M Cost Estimate

Based on Technical Memorandum from Michael Nunley dated September 11, 2015;
SSLOCSD Work Plan for Redundancy Project.

$9,940,000
1,400,000
500,000
500,000
12,340,000
2,982,000
15,322,000

1,490,000
120,000
380,000

1,234,000
494,000

3,718,000
19,040,000

425,000




4.2 Capital Needs and Repair & Replacement of Aging Facilities

The District’s treatment plant was originally constructed in 1966 and has subsequently
been upgraded and expanded to its current configuration. Due to the age and condition
of various components of the District’s facilities, the District anticipates needing to fund
roughly $500,000 (current dollars) on average each year for ongoing upgrades, repairs
and replacements to its facilities to address current deficiencies and deferred
maintenance needs and help ensure continued service reliability. Additional capital
needs include an additional $320,000 budgeted in the current fiscal year for grit
removal. The financial projections also assume an average annual funding level of
$200,000 (current dollars) per year from the Expansion Fund or for additional ongoing
capital needs. Total capital improvement costs over the 10 years are projected at
roughly $7.4 million in current dollars, and roughly $8.3 million accounting for 3%
construction cost inflation.

4.3 Operating Cost Inflation

Annual rate increases are needed to keep revenues in line with ongoing operating cost
inflation. Cost inflation for water & wastewater utilities (whose costs are largely related
to labor and capital) has historically been higher than CPI, which is more of a measure of
urban goods and services. For planning purposes, the projections assume operating
costs escalate at the annual rate of 4%.
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5 Financial Projections

» BWA developed 10-year financial projections to evaluate annual revenue requirements and

project sewer rate increases. The projections were based on reasonable and slightly

conservative assumptions listed below.

Key Assumptions

(0}

(0]

(0]

Future operating cost projections are based on the 2015/16 Budget
Operating cost inflation is projected at 4% per year for planning purposes

The projections assume a relatively low growth scenario of 20 new single family
homes or Equivalent Residential Units (ERUs) per year

Salaries and Benefits include an additional combined $225,000 in annual funding for
a General Manager prorated to start January 2016. The cash flow projections also
assume a corresponding reduction of $80,000 of Administrative Costs starting
2016/17 that would have been needed without a General Manager.

Assumes a redundancy project cost estimate of $19.0 million (current $) and $20.4
million (future S) based on the latest engineering cost estimates.

Cash flow projections were developed under two financing scenarios:

- SRF Financing: Projections were developed assuming the District funds the
redundancy project with a Clean Water State Revolving Fund (SRF) loan. The
SRF financing program currently offers 20 or 30-year loans with interest rates
below 2%. For planning purposes, the projections assume a 30-year SRF loan
with a 3% annual interest rate. The interest rate on SRF loan fluctuates based
roughly on half of the State of California’s General Obligation Bond Rate.

- Revenue Bonds: Alternative cash flow and rate projections were developed
based on funding the redundancy project with sewer revenue bonds assuming a
30-year bond with 5.5% average interest rate. Current interest rates are lower,
however, it is difficult to predict future interest rates when project funding will
be needed.

Includes new operating costs for the redundancy project projected at $425,000
(current dollars) plus 4% cost escalation through startup in 2019/20, at which point
the escalated operating costs would total $500,000 per year.

Includes funding for the District’s capital improvement program with 3%
construction cost inflation
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0 Includes a $1.1 million payment in 2015/16 to the RWQCB for fines related to a prior
permit violation during an extreme storm event in December 2010

0 Minimum fund reserve target for financial planning purposes: 50% of annual
operating and maintenance expenses + $1 million for emergency capital reserves

5.1 Projections with SRF Loan Financing

» The following table and chart show a summary of financial projections assuming the District
obtains SRF Loan financing for the redundancy project. More-detailed cash flow projections
are included in Appendix A.

Summary Financial Projections
With SRF Loan Financing for the Redundancy Project

Fiscal Year 14/15 15/16 16/17 17/18 18/19 19/20 20/21 21/22 22/23 23/24
Monthly Residential Rate | $14.86 | $18.00 | $20.00 | $22.00 | $24.00 | $26.00 | $26.50 | $27.00 | $28.00 | $29.00
Beginning Fund Reserves| $5.5 $5.2 $3.2 $4.3 $5.2 $5.5 $5.6 $5.6 $5.6 $5.6
REVENUES
Sewer Service Charges 3.1 3.4 4.2 4.6 5.1 5.5 5.6 5.7 5.9 6.1
Other Revenues 0.2 0.3 0.2 0.2 0.3 0.3 0.3 0.3 0.3 0.3
Subtotal 3.4 3.7 4.4 4.9 5.3 5.7 5.9 6.0 6.2 6.5
SRF Loan Proceeds - - 1.5 9.2 9.5 - - - - -
Total 3.4 3.7 5.9 14.1 14.8 5.7 5.9 6.0 6.2 6.5
EXPENSES
Operating Expenses 2.8 2.9 3.0 3.1 3.3 3.4 3.5 3.7 3.8 4.0
New Redundancy O&M - - - - - 0.5 0.5 0.5 0.6 0.6
Debt Service - - - - - 1.0 1.0 1.0 1.0 1.0
Redundancy Project - 0.6 1.0 9.2 9.5 - - - - -
RWQCB Fine - 1.1 - - - - - - - -
Capital/Non-Operating 0.8 1.2 0.8 0.8 0.8 0.8 0.8 0.8 0.9 0.9
Total 3.7 5.7 4.8 13.2 13.6 5.7 5.9 6.0 6.2 6.4
Transfer to SRF Reserve - - - - 1.0 - - - - -
Revenues Less Exps (0.3) (2.0) 1.1 0.9 0.3 0.1 0.1 (0.0) 0.0 0.0
Ending Fund Reserves 5.2 3.2 4.3 5.2 5.5 5.6 5.6 5.6 5.6 5.7
SRF Reserve Requirement - - - - 1.0 1.0 1.0 1.0 1.0 1.0
Debt Service Coverage - - - - - 1.86 1.87 1.83 1.88 1.92
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5.2 Projections with Bond Financing

» The following table and chart show a summary of financial projections assuming the District

finances the redundancy project with sewer revenue bonds. More-detailed cash flow

projections are included in Appendix A.

Summary Financial Projections

With Sewer Revenue Bond Financing for the Redundancy Project

Fiscal Year 14/15 15/16 16/17 17/18 18/19 19/20 20/21 21/22 22/23 23/24
Monthly Residential Rate | $14.86 | $18.00 | $20.00 | $22.00 | $25.50 | $29.00 | $29.50 | $30.00 | $31.00 | $32.00
Beginning Fund Reserves $5.5 S5.2 $3.2 $2.8 $4.2 $4.2 S4.4 $4.5 $4.5 $4.6
REVENUES
Sewer Service Charges 3.1 3.4 4.2 4.6 5.4 6.1 6.2 6.3 6.6 6.8
Other Revenues 0.2 0.3 0.2 0.2 0.2 0.2 0.3 0.3 0.3 0.3
Subtotal 3.4 3.7 4.4 4.9 5.6 6.4 6.5 6.6 6.9 7.1
Bond Proceeds - - - 10.8 9.5 - - - - -
Total 3.4 3.7 4.4 15.7 15.1 6.4 6.5 6.6 6.9 7.1
EXPENSES
Operating Expenses 2.8 2.9 3.0 3.1 3.3 3.4 3.5 3.7 3.8 4.0
New Redundancy O&M - - - - - 0.5 0.5 0.5 0.6 0.6
Debt Service - - - 1.1 1.5 1.5 1.5 1.5 1.5 1.5
Redundancy Project - 0.6 1.0 9.2 9.5 - - - - -
RWQCB Fine - 1.1 - - - - - - - -
Capital/Non-Operating 0.8 1.2 0.8 0.8 0.8 0.8 0.8 0.8 0.9 0.9
Total 3.7 5.7 4.8 14.3 15.1 6.2 6.4 6.6 6.8 7.0
Revenues Less Exps (0.3) (2.0) (0.4) 1.4 0.0 0.1 0.1 0.0 0.1 0.1
Ending Fund Reserves 5.2 3.2 2.8 4.2 4.2 4.4 4.5 4.5 4.6 4.7
Debt Service Coverage - - - 1.54 1.52 1.60 1.60 1.57 1.60 1.63
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6 Cost of Service Rate Realignhment

» The District’s rate structure was last reviewed and modified in 2007. In order to ensure the
District’s rates reasonably reflect the cost of service to each customer class, BWA developed
new rates from the ground up, based on reasonable estimates of wastewater flow and
strength for each of the District’s customer classes.

» Revised sewer service charges were first calculated on a revenue-neutral basis with the
District’s current rates, as shown on table on the following page. The tables calculates new
rates based on the number of Equivalent Residential Units (ERUs) assigned to each
customer type. An ERU is unit of measurement based on the wastewater flow and strength
loadings and associated wastewater system capacity needs of a typical single family home.
Wastewater flow and strength loadings from different types of customers can be expressed
in terms of ERUs in order to provide a standard unit of measurement representing the
relative cost burden for serving each connection in relation to that of a single family home.
The ERU assignments, in turn, are used to develop new rates aligned with the cost of
providing service to each customer class.

» The number of ERUs assigned to each customer class is based on the standard wastewater
flow and strength of each customer type. Specifically, ERUs are calculated based on the
multiplication of the Wastewater Flow Factor and the Strength Factor of each class.

0 The Wastewater Flow Factor represents the volume of wastewater flow and
system capacity requirements for each customer class in relation to that of a
standard single family residence. The Wastewater Flow Factor formula can be
expressed as:

Flow Factor = Typical Flow per Customer Class (gpd) / 200 gpd

0 The Wastewater Strength Factor is calculated based on both a) the relative
wastewater strength of each customer class in relation to that of a standard
single family residence as measured by the standard wastewater strength
parameters of Biological Oxygen Demand (BOD) and Suspended Solids (SS), and
b) cost recovery based on 60% cost recovery from flow, 20% from BOD and 20%
from SS. The Wastewater Strength Factor formula can be expressed as:

Strength Factor = 60% + 20% x BOD Concentration + 20% x SS Concentration
200 mg/I 200 mg/I

0 The number of ERU’s assigned to each class is based on multiplying the Flow
Factor by the Strength Factor.
ERUs = Flow Factor x Strength Factor
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» This methodology ensures that that rates charged to each customer class reasonably reflect
the cost burden placed on the system by each type of connection, resulting in rates that are
aligned with the costs of providing service.

» The proposed modifications result in a range of impacts on different customer classes with
a revenue-neutral adjustment to the rate structure. A few key impacts include:

O Residential: -Residential customers would face a 2%, or $0.30 per month, rate reduction
with the revenue-neutral modifications to the rate structure.

O Trailer/Mobile Home Spaces: Prior to 2007, these accounts paid the same monthly rate
as other residential dwelling units at $6.50 per month. In 2007, the monthly charge for
these accounts was decreased by over 60% to $2.52 per month. The current rate is
$4.19 per unit. Under the proposed revenue-neutral rate structure modifications, the
rate would be set at 60% of the standard residential charge, or $8.74 per month.

0 Hotels and Motels: The various hotel and motel rate classes would face rate reductions
of roughly $2 to $3 per room, equal to decrease in the range of 18% to 21%. Hotel Units
with Kitchens are currently billed a monthly charge that is a little higher than the charge
for a standard residential unit.

0 Eating Establishments & Restaurants: These accounts will face impacts ranging from 5%
to 34% as shown on the following table. The revised rates are based on conservatively
low estimates of wastewater flow and strength.

> With the rate structure modifications, rates for all customer classes will remain low
compared to other statewide and regional agencies.
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7
>

Rate Projections

Rate projections were developed under two methods of financing for the redundancy
project including a) SRF Loans, and b) sewer revenue bonds. While the projected rates are
the same under both financing scenarios through fiscal year 2017/18, future rates in the last
two years would need to be higher with bonds than with SRF Loans due to the higher level
of annual debt service required for bond financing.

BWA also develop rate projections with a) no changes to the rate structure, and b) with the
proposed rate structure modifications designed to realign rates with the cost of service.

Due to deferment of the rate study and requirement to go through the Proposition 218
process for increasing rates, the rate increase for the current fiscal year 2015/16 is being
deferred until January 1, 2016. The District will not recoup rate increase revenues from the
first half of fiscal year 2015/16. Future rate increases are projected to become effective on

July 1 of each year.

7.1 Rate Projections with No Changes to Rate Structure

>

These rates assume projected rate increases are applied on an across-the-board basis with
the same percentage increase to all customer classes with no changes to the District’s
existing rate structure.

Projected Rates with No Changes to Rate Structure

Current Projected Monthly Sewer Rates
Monthly  2015/16  2016/17 2017/18 2018/19 2019/20
Rate Jan-1 July-1 July-1 July-1 July-1

1A - With SRF Financing for the Redundancy Project
Monthly Residential Charge $14.86 $18.00 $20.00 $22.00 $24.00 $26.00

1B - With Bond Financing for the Redundancy Project
Monthly Residential Charge  $14.86 $18.00 $20.00 $22.00 $25.50 $29.00

» The tables on the following pages shows the full rate schedule with across-the-board rate

increases projected for the next five years.
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Projected Rates 1A
SRF Loan Financing for Redundancy Project
No Rate Structure Modifications

Projected Rates with Across-the-Board Increases

Current 2015/16 2016/17 2017/18 2018/19 2019/20

Rates Jan-1 July-1 July-1 July-1 July-1

a. Residences & Apartments $14.86 $18.00 $20.00 $22.00 $24.00 $26.00
b. Hotel Units with Kitchens 15.71 19.03 21.14 23.25 25.36 27.47
c. Hotel Units without Kitchens 10.02 12.14 13.49 14.84 16.19 17.54
d. Hotel Room 10.36 12.55 13.94 15.33 16.72 18.11
e. Commercial Establishments 7.65 9.27 10.30 11.33 12.36 13.39
Each additional employee above 5 1.53 1.85 2.06 2.27 2.48 2.69

f. Beauty Shops 13.97 16.92 18.80 20.68 22.56 24.44
Each additional operator above 5 2.33 2.82 3.13 3.44 3.75 4.06

g. Eating Establishments w/o Grinders 15.16 18.36 20.40 22.44 24.48 26.52
Each additional 5 seats above 30 2.53 3.06 3.40 3.74 4.08 4.42

h. Restaurants (w/Grinders) <30 seats 31.07 37.64 41.82 46.00 50.18 54.36
Restaurants (w/Grinders) over 30 seats 39.84 48.26 53.62 58.98 64.34 69.70

i Laundromats - per washing maching 9.71 11.76 13.07 14.38 15.69 17.00
Minimum Charge 29.14 35.30 39.22 43.14 47.06 50.98

j. Service Stations - no wash/rack 37.41 45.31 50.34 55.37 60.40 65.43
Service Stations - with wash/rack 54.40 65.90 73.22 80.54 87.86 95.18

k.  Factories 22.05 26.71 29.68 32.65 35.62 38.59
Each additional employee above 20 1.10 1.33 1.48 1.63 1.78 1.93

I. Churches 12.56 15.21 16.90 18.59 20.28 21.97
Per ADA with elementary school 0.34 0.41 0.46 0.51 0.56 0.61

Per ADA with other school 0.51 0.62 0.69 0.76 0.83 0.90

m. Bottling Plants 22.05 26.71 29.68 32.65 35.62 38.59
n. Schools (Non-boarding) 7.07 8.56 9.51 10.46 11.41 12.36
Per ADA with elementary school 0.33 0.40 0.44 0.48 0.52 0.56

Per ADA with other school 0.52 0.63 0.70 0.77 0.84 0.91

0. Schools (Boarding) 7.07 8.56 9.51 10.46 11.41 12.36
Per ADA with elementary school 0.71 0.86 0.96 1.06 1.16 1.26

Per ADA with other school 0.95 1.15 1.28 1.41 1.54 1.67

p. Trailer/Mobile Home Space 4.19 5.08 5.64 6.20 6.76 7.32
g. RV Dump Stations - Less than 50 svcs 42.69 51.71 57.46 63.21 68.96 74.71
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Projected Rates 1B
Revenue Bond Financing for Redundancy Project
No Rate Structure Modifications

Projected Rates with Across-the-Board Increases

Current 2015/16 2016/17 2017/18 2018/19 2019/20

Rates Jan-1 July-1 July-1 July-1 July-1

a. Residences & Apartments $14.86 $18.00 $20.00 $22.00 $25.50 $29.00
b. Hotel Units with Kitchens 15.71 19.03 21.14 23.25 26.95 30.65
c. Hotel Units without Kitchens 10.02 12.14 13.49 14.84 17.20 19.56
d. Hotel Room 10.36 12.55 13.94 15.33 17.77 20.21
e. Commercial Establishments 7.65 9.27 10.30 11.33 13.13 14.93
Each additional employee above 5 1.53 1.85 2.06 2.27 2.63 2.99

f.  Beauty Shops 13.97 16.92 18.80 20.68 23.97 27.26
Each additional operator above 5 2.33 2.82 3.13 3.44 3.99 4.54

g. Eating Establishments w/o Grinders 15.16 18.36 20.40 22.44 26.01 29.58
Each additional 5 seats above 30 2.53 3.06 3.40 3.74 4.34 4.94

h. Restaurants (w/Grinders) <30 seats 31.07 37.64 41.82 46.00 53.32 60.64
Restaurants (w/Grinders) over 30 seats 39.84 48.26 53.62 58.98 68.36 77.74

i Laundromats - per washing maching 9.71 11.76 13.07 14.38 16.67 18.96
Minimum Charge 29.14 35.30 39.22 43.14 50.00 56.86

j-  Service Stations - no wash/rack 37.41 45.31 50.34 55.37 64.18 72.99
Service Stations - with wash/rack 54.40 65.90 73.22 80.54 93.35 106.16

k. Factories 22.05 26.71 29.68 32.65 37.84 43.03
Each additional employee above 20 1.10 1.33 1.48 1.63 1.89 2.15

I.  Churches 12.56 15.21 16.90 18.59 21.55 24.51
Per ADA with elementary school 0.34 0.41 0.46 0.51 0.59 0.67

Per ADA with other school 0.51 0.62 0.69 0.76 0.88 1.00

m. Bottling Plants 22.05 26.71 29.68 32.65 37.84 43.03
n. Schools (Non-boarding) 7.07 8.56 9.51 10.46 12.12 13.78
Per ADA with elementary school 0.33 0.40 0.44 0.48 0.56 0.64

Per ADA with other school 0.52 0.63 0.70 0.77 0.89 1.01

0. Schools (Boarding) 7.07 8.56 9.51 10.46 12.12 13.78
Per ADA with elementary school 0.71 0.86 0.96 1.06 1.23 1.40

Per ADA with other school 0.95 1.15 1.28 1.41 1.63 1.85

p. Trailer/Mobile Home Space 4.19 5.08 5.64 6.20 7.19 8.18
g. RV Dump Stations - Less than 50 svcs 42.69 51.71 57.46 63.21 73.27 83.33
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7.2 Rate Projections with Modified Rate Structure

» These rates increases account for both the overall level of rate increases needed to meet
future revenue requirements as well as modifications to the sewer rate structure designed to

realign rates with the cost of providing service.

Projected Rates with Rate Structure Realighment

Current Projected Monthly Sewer Rates
Monthly  2015/16  2016/17 2017/18 2018/19 2019/20
Rate Jan-1 July-1 July-1 July-1 July-1
2A - With SRF Financing for the Redundancy Project
Monthly Residential Charge $14.86 $17.64 $19.60 $21.56 $23.52 $25.48
2B - With Bond Financing for the Redundancy Project
Monthly Residential Charge $14.86 $17.64 $19.60 $21.56 $24.99 $28.42

» The tables on the following pages shows the full rate schedule accounting for both the

overall rate increases and the proposed rate structure modifications.
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Projected Rates 2A
SRF Loan Financing for Redundancy Project
With Rate Structure Realignment

Revised Projected Rates with Rate Structure Modifications
Rates| 2015/16 2016/17 2017/18 2018/19 2019/20
Current Rev-Neutral Jan-1 July-1 July-1 July-1 July-1

a. Residences & Apartments $14.86 14.56 $17.64 $19.60 $21.56 $23.52 $25.48
b. Hotel Units with Kitchens 15.71 12.74 15.43 17.14 18.85 20.56 22.27
c. Hotel Units without Kitchens 10.02 8.19 9.92 11.02 12.12 13.22 14.32
d. Hotel Room 10.36 8.19 9.92 11.02 12.12 13.22 14.32
e. Commercial Establishments 7.65 6.55 7.93 8.81 9.69 10.57 11.45
Each additional employee above 5 1.53 1.31 1.59 1.77 1.95 2.13 2.31

f.  Beauty Shops 13.97 13.10 15.87 17.63 19.39 21.15 22.91
Each additional operator above 5 2.33 1.97 2.39 2.66 2.93 3.20 3.47

g.  Eating Establishments w/o Grinders 15.16 20.38 24.69 27.43 30.17 32.91 35.65
Each additional 5 seats above 30 2.53 3.06 3.71 4.12 4.53 4.94 5.35

h.  Restaurants (w/Grinders) <30 seats 31.07 32.76 39.68 44.09 48.50 52.91 57.32
Restaurants (w/Grinders) over 30 seats 39.84 45.86 55.55 61.72 67.89 74.06 80.23

i.  Laundromats - per washing maching 9.71 9.39 11.37 12.63 13.89 15.15 16.41
Minimum Charge 29.14 28.17 34.12 37.91 41.70 45.49 49.28

j.  Service Stations - no wash/rack 37.41 38.58 46.73 51.92 57.11 62.30 67.49
Service Stations - with wash/rack 54.40 55.33 67.02 74.47 81.92 89.37 96.82

k.  Factories 22.05 21.84 26.45 29.39 32.33 35.27 38.21
Each additional employee above 20 1.10 1.09 1.32 1.47 1.62 1.77 1.92

I. Churches 12.56 12.08 14.63 16.26 17.89 19.52 21.15
Per ADA with elementary school 0.34 0.36 0.44 0.49 0.54 0.59 0.64

Per ADA with other school 0.51 0.54 0.65 0.72 0.79 0.86 0.93

m. Bottling Plants 22.05 26.21 31.75 35.28 38.81 42.34 45.87
n.  Schools (Non-boarding) 7.07 7.25 8.78 9.76 10.74 11.72 12.70
Per ADA with elementary school 0.33 0.36 0.44 0.49 0.54 0.59 0.64

Per ADA with other school 0.52 0.54 0.65 0.72 0.79 0.86 0.93

0. Schools (Boarding) 7.07 7.28 8.82 9.80 10.78 11.76 12.74
Per ADA with elementary school 0.71 0.73 0.88 0.98 1.08 1.18 1.28

Per ADA with other school 0.95 1.02 1.24 1.38 1.52 1.66 1.80

p. Trailer/Mobile Home Space 4.19 8.74 10.59 11.77 12.95 14.13 15.31
g. RV Dump Stations - Less than 50 svcs 42.69 67.70 82.01 91.12 100.23 109.34 118.45
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Projected Rates 2B

Revenue Bond Financing for Redundancy Project
With Rate Structure Realignment

Revised Projected Rates with Rate Structure Modifications
Rates| 2015/16 2016/17 2017/18 2018/19 2019/20
Current Rev-Neutral Jan-1 July-1 July-1 July-1 July-1

a. Residences & Apartments $14.86 14.56 $17.64 $19.60 $21.56 $24.99 $28.42
b. Hotel Units with Kitchens 15.71 12.74 15.43 17.14 18.85 21.85 24.85
c.  Hotel Units without Kitchens 10.02 8.19 9.92 11.02 12.12 14.05 15.98
d. Hotel Room 10.36 8.19 9.92 11.02 12.12 14.05 15.98
e. Commercial Establishments 7.65 6.55 7.93 8.81 9.69 11.23 12.77
Each additional employee above 5 1.53 1.31 1.59 1.77 1.95 2.26 2.57

f.  Beauty Shops 13.97 13.10 15.87 17.63 19.39 22.47 25.55
Each additional operator above 5 2.33 1.97 2.39 2.66 2.93 3.40 3.87

g. Eating Establishments w/o Grinders 15.16 20.38 24.69 27.43 30.17 34.97 39.77
Each additional 5 seats above 30 2.53 3.06 3.71 4.12 4.53 5.25 5.97

h.  Restaurants (w/Grinders) <30 seats 31.07 32.76 39.68 44.09 48.50 56.22 63.94
Restaurants (w/Grinders) over 30 seats 39.84 45.86 55.55 61.72 67.89 78.69 89.49

i.  Laundromats - per washing maching 9.71 9.39 11.37 12.63 13.89 16.10 18.31
Minimum Charge 29.14 28.17 34.12 37.91 41.70 48.33 54.96

j.  Service Stations - no wash/rack 37.41 38.58 46.73 51.92 57.11 66.20 75.29
Service Stations - with wash/rack 54.40 55.33 67.02 74.47 81.92 94.95 107.98

k.  Factories 22.05 21.84 26.45 29.39 32.33 37.47 42.61
Each additional employee above 20 1.10 1.09 1.32 1.47 1.62 1.88 2.14

I Churches 12.56 12.08 14.63 16.26 17.89 20.74 23.59
Per ADA with elementary school 0.34 0.36 0.44 0.49 0.54 0.63 0.72

Per ADA with other school 0.51 0.54 0.65 0.72 0.79 0.92 1.05

m. Bottling Plants 22.05 26.21 31.75 35.28 38.81 44.98 51.15
n. Schools (Non-boarding) 7.07 7.25 8.78 9.76 10.74 12.45 14.16
Per ADA with elementary school 0.33 0.36 0.44 0.49 0.54 0.63 0.72

Per ADA with other school 0.52 0.54 0.65 0.72 0.79 0.92 1.05

0. Schools (Boarding) 7.07 7.28 8.82 9.80 10.78 12.50 14.22
Per ADA with elementary school 0.71 0.73 0.88 0.98 1.08 1.25 1.42

Per ADA with other school 0.95 1.02 1.24 1.38 1.52 1.76 2.00

p. Trailer/Mobile Home Space 4.19 8.74 10.59 11.77 12.95 15.01 17.07
g. RV Dump Stations - Less than 50 svcs 42.69 67.70 82.01 91.12 100.23 116.18 132.13

23




7.3 Other Rate Observations

>

Deferring or reducing rate increases in the near-term would result in the need for higher
rate increases in future years (and vice versa)

Each $1 increase in the monthly residential rate generates a little over $200,000 of
additional revenues.

The financial projections also indicate the need for small annual rate increases in
subsequent years, after the initial 5-year rate increase, to keep revenues in line with
operating cost inflation and help minimize the potential for future rate spikes. The District
can re-evaluate its finances and rates in the future to ensure future rates continue to
recover the cost of providing service.

With the proposed rate increases, SSLOCSD member agency rates are projected to remain
low compared to other regional and statewide agencies. A number of other regional
agencies are also anticipating or have adopted sewer rate increases for upcoming years.
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» Assuming the District obtains SRF financing for the redundancy project and implements the
proposed modified rate structure, the District’s residential monthly rate in five years will be
equal to the District’s 2010 rate escalated by slightly below 6.0% per year, as shown on the
following chart.

$5

so T T T T T T I I I
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» If the District obtains bond financing for the redundancy project and implements the
proposed modified rate structure, the District’s residential monthly rate in five years will be
equal to the District’s 2010 rate escalated by slightly below 7.5% per year, as shown on the

following chart.

8 Rate Recommendations

» Based on evaluation of the rate alternatives and input from both District staff and the Board
of Directors, BWA recommends the District pursue rate alternative 2A, which a) assumes
that the District obtains low-rate State Revolving Fund (SRF) financing for its redundancy
project, and b) includes modifications to the sewer rate structure designed to realign rates

with the cost of providing service.
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9 Compliance with Proposition 218

» Proposition 218 was adopted by California voters in 1996 and added Articles 13C and 13D to
the California Constitution. Article 13D, Section 6 governs property-related charges, which
the California Supreme Court subsequently ruled includes ongoing utility service charges
such as water, sewer, and garbage rates. Article 13D, Section 6 establishes both
a) substantive requirements for property-related charges, and b) procedural requirements
for imposing or increasing property-related charges.

9.1 Compliance with the Substantive Provisions of Proposition 218

» The recommended rates, which include modifications to the rate structure designed to

realign rates with the cost of service, are designed to comply with all substantive provisions
of Article 13D, which include:

1. Revenues derived from the fee or charge shall not exceed the funds required to
provide the property related service.

= The recommended rates are designed to recover the District’s costs of providing
wastewater conveyance, treatment, and effluent disposal services over the next
5 years. BWA developed financial projections to determine future annual revenue
requirements and rate increases. The financial projections were based on the
District’s 2015/16 Budget with future adjustments for cost inflation and staffing, and
incorporate the latest engineering cost estimates for the redundancy project needed
to comply with state permit requirements and improve service reliability. The rate
projections are designed to fund the District’s costs of service while maintaining
prudent levels of fund reserves at approximately current levels, and result in long-
term balanced budgets.

2. Revenues derived from the fee or charge shall not be used for any purpose other than
that for which the fee or charge was imposed.

= The District is a single-purpose agency that uses all service charge revenues to fund
the costs of providing wastewater conveyance, treatment, and effluent disposal
services. Rate revenues are not used for any other unrelated purposes. The District
maintains detailed financial records which are audited annually by an independent
Certified Public Accountant and demonstrate District compliance.
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3. The amount of a fee or charge imposed upon any parcel or person as an incident of

property ownership shall not exceed the proportional cost of the service attributable

to the parcel.

The recommended rates are designed to equitably recover costs from all District
customers and reflect the proportional cost of service attributable to each
connection. The District levies fixed sewer service charges based on the number of
Equivalent Residential Units (ERUs) assigned to each connection. One ERU
represents the wastewater flow and loadings from a typical single family home.
ERUs are assigned to each customer based on reasonable estimates of wastewater
flow and strength, and resulting wastewater system capacity needs, for different
types of connections as described in Section 6 — Cost of Service Rate Realignment.
By recovering costs of service in proportion to the number of ERUs assigned to each
customer, the District’s rates recover costs in proportion to both a) the burden and
capacity needs placed on system by each connection, and b) the benefit received by
each connection from the services provided. As such, the charge imposed on any
parcel reflects the proportional cost of service attributable to that parcel.

The recommended rates recover costs in proportion to the estimated wastewater
flow and strength, and capacity needs, for each of the District’s customer classes.
The flow and strength estimates attributed to each customer class are in line with
standards used by other agencies. The recommended rates were calculated with
the objective of realigning the rates for each customer class with the cost of
providing service.

4. No fee or charge may be imposed for a service unless that service is actually used by,

or immediately available to, the owner of the property in question.

The District’s wastewater treatment service charges are only levied on customers
that have connected to the sewer systems of each of its member agencies and
initiated service. Wastewater collected from each member agency is in turn
conveyed to the District for treatment and disposal. As such, District charges are
only levied on properties that use and have ongoing access to District facilities and

services.

The District’s charges are currently recovered via the utility bills of its member
agencies with revenues collected by each agency subsequently passed-through to
the District. This District anticipates transitioning its method of billing to direct
collection via the County tax rolls. If this billing transition occurs, the District will
only bill property owners of parcels that receive wastewater service.
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5. No fee or charge may be imposed for general governmental services, such as police or

fire services, where the service is available to the public at large in substantially the

same manner as it is to property owners.

The District does not levy any fees or charges for general governmental services.

9.2 Compliance with the Procedural Requirements of Proposition 218

» In order to increase rates, the District must comply with the procedural requirements of

Article 13D, Section 6 of the California Constitution, which was established by Proposition

218. These requirements require the District to:

0 Mail a notice to all affected property-owners informing them of a) the proposed rate

increases, b) the basis for increases, and c) the date, time, and location of a Public

Hearing at which the proposed rates will be considered for adoption.

To comply with this provision, the District mailed a Notice of Public Hearing on the
proposed wastewater treatment rate increases to property owners of all affected
parcels on December 30, 2015, more than 45 days prior to the Public Hearing
scheduled for February 17, 2015. Notices were mailed to the property owners of all
non-vacant parcels in the City of Grover Beach and the Oceano Community Services
District, and to the property owners of all parcels that receive sewer service from
the City of Arroyo Grande. The District went beyond the standard requirements of
Proposition 218 and mailed notices to both a) the property owner of record and

b) either the customer billing address when available, or the local property address
in cases where the local address is different from the property owner of record’s

address.

There are differing legal opinions regarding who agencies must mail the required
notice too. Many agencies mail notices to all affected property owners only, some
mail to both property owners and tenant ratepayers responsible for paying the bill,
and a few agencies only send the notice to ratepayers. However, in case of
delinquency, agencies are only allowed to place a lien on the property if the notice
was mailed to the property owner.

0 Hold a Public Hearing on the proposed rate increases not less than 45 days after the

notice is mailed. Most agencies schedule the Public Hearing during a regularly-

scheduled meeting of their governing body.

BWA recommends that the District establish a clear structure for the Board Meeting
and Public Hearing in advance to help ensure the process is understandable to the
Board and public and goes as smoothly as possible.
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The proposed rate increases are subject to “majority protest” and cannot be adopted if
written protests are received from more than 50% of affected parcels prior to the close
of the public hearing, with one protest counted per parcel. Assuming the District does
not receive enough protests to constitute a “majority protest”, the District would be
able to adopt rates at or below the levels shown in the notice.

=  BWA generally recommends agencies take a lenient approach to counting written
protests at the Public Hearing to demonstrate a good-faith effort to account for
every protest, even if some protests do not include all of the legally-required

information.

In future years, the District can always opt to implement rates below the levels initially
adopted. However, the rates can never exceed levels adopted pursuant to the
Proposition 218 process unless the District goes through the process again.

10 Debt Financing Recommendations

» BWA strongly recommends the District pursue funding from the Clean Water State

Revolving Fund Financing Program to finance the redundancy project and any other future

debt financing needs.

(0}

The SRF financing program offers low-rate loans with 30 year repayment terms and
interest rates currently below 2%. Interest rates are based on approximately half the
average interest rate of the most recent California state general obligation bond
issuance.

Debt service on SRF loans is not due until one year following the project’s certified
completion date.

In recent years, the SRF program has been requiring agencies to establish a debt service
reserve fund equal to annual debt service.

The SRF program also typically requires agencies to maintain annual net revenues (gross
revenues less operating expenses) equal to at least 1.10x of annual debt service,
although some agencies may be required to maintain a 1.20x debt service coverage
ratio.

Prior to award of funding, the SRF program requires agencies to adopt rates adequate to
support debt repayment and achieve the required debt service coverage ratio.

The SRF financing program does not provide a final funding commitment until after the
project has been designed and bid out in compliance with SRF specifications. Agencies
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can subsequently seek reimbursement for preliminary design and other soft costs
incurred prior to construction award. Due to the need for approximately $1.6 million of
funding for preliminary engineering, design, and other soft costs in 2015/16 - 2016/17,
BWA recommends the District consider pursuing an SRF Planning Loan to help fund
these costs. If awarded, repayment of the SRF Planning Loan could be rolled into the
long-term SRF project loan.

0 During construction, agencies fund ongoing construction invoices and can subsequently
seek monthly reimbursement from SRF. However, the District needs to be prepared to
fund a few months of project expenditures due to the lag in reimbursements. BWA has
assisted agencies in competitively bidding out a line of credit in cases where an agency
does not have adequate fund reserves to meet the cash flow needs for funding SRF
projects. The District can evaluate if a line of credit or other short-term financing is
needed to help fund construction invoices on an interim basis while awaiting
reimbursement from the SRF financing program.

» BWA also recommends the District submit an inquiry form to the California Financing
Coordinating Committee to identify if the District is eligible for subsidized funding from
other various state and federal financing programs.

» If the District ends up pursuing bond financing, BWA recommends the District issue any
bonds via a competitive sale process to help ensure the lowest-cost financing. BWA is a
registered Municipal Advisor and charter member of the National Association of
Independent Public Finance Advisors.
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Table 1
South San Luis Obispo County Sanitation District
Wastewater Rate Study

Historical Wastewater Rates

No rate increases since May 2010

Prior Jan1 May 1 May 1 May 1 May 1
Rates 2007 2007 2008 2009 2010

a. Residences & Apartments $6.50 $8.93 $10.70 $12.31 $13.52 $14.86
b. Hotel Units with Kitchens 5.20 9.41 11.29 12.98 14.28 15.71
c. Hotel Units without Kitchens 4.40 6.02 7.22 8.30 9.12 10.02
d. Hotel Room 4.55 6.22 7.46 8.58 9.42 10.36
e. Commercial Establishments 6.73 4.59 5.51 6.26 6.97 7.65
Each additional employee above 5 0.44 0.92 1.10 1.25 1.39 1.53

f.  Beauty Shops 8.66 8.49 10.19 11.60 12.73 13.97
Each additional operator above 5 0.86 1.41 1.70 1.93 2.12 2.33

g. Eating Establishments w/o Grinders 9.31 9.11 10.92 12.56 13.79 15.16
Each additional 5 seats above 30 1.01 1.52 1.82 2.09 2.30 2.53

h. Restaurants (w/Grinders) less than 30 seats 14.78 17.30 20.67 24.31 28.12 31.07
Restaurants (w/Grinders) over 30 seats 18.29 22.18 26.51 31.17 36.06 39.84

i.  Laundromats - per washing maching 2.96 5.83 7.01 7.98 8.85 9.71
Minimum Charge 8.71 17.50 21.03 23.93 26.54 29.14

j. Service Stations - no wash/rack 7.86 23.26 27.91 31.84 34.11 37.41
Service Stations - with wash/rack 12.47 34.18 41.06 46.56 49.65 54.40

k. Factories 12.47 13.34 16.02 18.30 20.08 22.05
Each additional employee above 20 0.38 0.66 0.80 0.91 1.00 1.10

l. Churches 6.71 7.57 9.10 10.34 11.44 12.56
Per ADA with elementary school 0.21 0.21 0.25 0.28 0.31 0.34

Per ADA with other school 0.30 0.30 0.36 0.42 0.46 0.51

m. Bottling Plants 12.47 13.34 16.02 18.30 20.08 22.05
n. Schools (Non-boarding) 3.25 4.27 5.13 5.83 6.44 7.07
Per ADA with elementary school 0.21 0.20 0.24 0.27 0.30 0.33

Per ADA with other school 0.30 0.31 0.36 0.43 0.47 0.52

0. Schools (Boarding) 3.25 4.27 5.13 5.83 6.44 7.07
Per ADA with elementary school 0.38 0.43 0.51 0.59 0.65 0.71

Per ADA with other school 0.48 0.57 0.68 0.78 0.86 0.95

p. Trailer/Mobile Home Space 6.50 2.52 3.02 3.47 3.81 4.19
g. RV Dump Stations - Less than 50 services 21.00 25.22 30.15 35.20 38.75 42.69
r.  Brine (per gallon) 0.1125 0.1125 0.1125 0.1125 0.1125 0.1125




Monthly Service Charge
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Table 2

South San Luis Obispo County Sanitation District
Wastewater Rate Study

Current Connection Fees

Prior Fees Effective Ratio to
Category Fees 01/28/07 Single Family
Single Family Dwelling Unit $2,000 $2,475 1.00
Apartment Complex (Bachelor, 1 or 2 bedrooms) 1,500 1,856 0.75
Apartment Complex (3 or more bedrooms) 2,000 2,475 1.00
Motel/Hotel (per room) 1,000 1,237 0.50
Hybrid Use 1,500 1,856 0.75
Condominium (per unit) 2,000 2,475 1.00
Mobile Home Park (per space) 2,000 2,475 1.00
Travel Trailer (per space) 1,000 1,237 0.50
5/8 inch meter 2,000 2,475 1.00
3/4 inch meter 2,800 3,712 1.50
1 inch meter 4,900 6,187 2.50
11/2 inch meter 11,000 13,612 5.50
2 inch meter 19,500 24,131 9.75
3 inch meter 44,000 54,450 22.00




Table 3

South San Luis Obispo County Sanitation District
Wastewater Rate Study
Fund Reserve Balances (All Funds Combined)

06/30/10 06/30/11  06/30/12  06/30/13  06/30/14  06/30/15
Fund Balances (Cash in Reserves)  $5,287,869  $4,583,236  $3,977,525 $3,918,083  $4,560,030 $5,545,655
Source: SSLOCSD Balance Sheets as of July 1 each year.
Fund Reserves (Cash Balances)
As of June 30 Each Year
$6,000,000
$5,000,000
$4,000,000
$3,000,000
$2,000,000
$1,000,000
SO
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Table 4

South San Luis Obispo County Sanitation District

Wastewater Rate Study

Historical & Budgeted Revenues

Actual Actual Estimated Budget Budget
2011/12 2012/13 2013/14 2014/15 2015/16
SERVICE CHARGES & FEES

Arroyo Grande $1,456,784 $1,473,586 $1,440,500 $1,440,500 $1,440,500
Grover Beach 1,064,832 1,048,549 1,050,000 1,050,000 1,050,000
OCsD 484,431 502,939 500,000 500,000 500,000
Schools 25,479 28,711 23,000 23,000 23,000
Subtotal 3,031,526 3,053,785 3,013,500 3,013,500 3,013,500

OTHER REVENUES
Interest: Fund 19 Operating Fund 1,270 1,017 2,000 500 7,600
Pismo Beach Reimbursement 0 0 18,600 0 0
Brine Disposal Service 7,630 17,504 79,000 80,000 190,000
Lease (AT&T) 22,571 23,558 22,525 22,525 22,525
Other Reimbursements 300 3,365 0 0 0
FEMA Funding 73,504 35,777 0 0 0
WDR Reimbursments (MAs) 7,342 3,579 10,498 10,300 0
FOG Reimbursement 24,810 29,356 11,823 30,900 0
Other Sales 4,788
IRWM Funding 1,400
Subtotal 137,427 114,156 144,446 144,225 226,313

CONNECTION FEES
Arroyo Grande 29,700 149,727 43,874 45,000 80,000
Grover Beach 9,900 2,475 28,349 30,000 30,000
0OCsSD 4,950 0 10,800 10,000 10,000
Subtotal 44,550 152,202 83,023 85,000 120,000

OTHER REVENUES
Interest Earnings: Fund 20 10,333 6,994 5,325 5,200 5,200
Interest Earnings: Fund 26 3,799 2,571 0 0 0
SGIP Rebate: Fund 20 150,000 0 0 0 0
Subtotal 164,132 9,565 5,325 5,200 5,200
TOTAL REVENUES 3,377,635 3,329,708 3,246,294 3,247,925 3,365,013

Source: South San Luis Obispo County Sanitation District Budgets.

Note: Excludes interfund transfers.



Table 5

South San Luis Obispo County Sanitation District

Wastewater Rate Study
Historical & Budgeted Expenses

Actual Actual Estimated Budget Budget
2011/12 2012/13 2013/14 2014/15 2015/16
OPERATING EXPENSES

Salaries & Wages 500,520 499,952 547,426 650,276 658,752
Benefits & Other Personnel Costs 360,461 557,039 393,377 509,728 575,300
Permits, Fees, & Licenses 40,841 30,932 35,991 45,100 42,700
Communications 10,682 8,038 10,257 10,700 12,300
Computer Support 9,699 11,788 11,000 11,330 5,000
Administrative Costs 863,277 954,477 553,992 692,600 624,800
Disposal Services 50,177 69,237 40,441 95,000 65,000
Utilities 140,833 183,332 194,830 196,300 193,300
Maintenance, Tools, & Replacements 248,775 281,132 213,363 241,400 281,000
Materials, Services, & Supplies 458,419 438,638 255,912 289,500 250,500
Training, Education, & Memberships 24,585 7,971 20,000 25,000 25,000
Other Charges 125,269 53,215 24,655 46,200 0
Capital Outlay 24,259 0 15,000 15,000 15,000
Subtotal 2,857,797 3,095,751 2,316,244 2,828,134 2,748,652

CAPITAL & DEBT SERVICE EXPENSES
Fund 20: Expansion Fund Capital 140,008 0 76,707 150,000 255,000
Fund 20: Expansion Fund Debt Service 0 0 76,000 76,000 76,000
Fund 26: Replacement Fund Capital 409,429 443,171 70,150 621,879 500,000
Subtotal 549,437 443,171 222,857 847,879 831,000
TOTAL EXPENSES 3,407,234 3,538,922 2,539,101 3,676,013 3,579,652

Source: South San Luis Obispo County Sanitation District Budgets.

Note: Excludes interfund transfers.



Table 6

South San Luis Obispo County Sanitation District
Wastewater Rate Study

Redundancy Project Cost Estimates

Project Cost Estimates

Construction Cost

Deep Foundation Allowance

Floodproofing Allowance

Critical Pipe Repair/Replacement Allowance
Subtotal

Construction Cost Contingency 30%

Construction Cost with Contingency

Other Project Costs: Estimated as a % of Base Construction Costs + Allowances

Design 12%
Permitting 1%
Engineering During Construction 3%
Construction Management 10%
Project Management/Administration 4%

Subtotal 30%

Total Project Costs

Annual O&M Cost Estimate

Based on Technical Memorandum from Michael Nunley dated September 11, 2015;
SSLOCSD Work Plan for Redundancy Project.

$9,940,000
1,400,000
500,000
500,000

12,340,000
2,982,000
15,322,000

1,490,000
120,000
380,000

1,234,000
494,000

3,718,000
19,040,000

425,000




Table 7

South San Luis Obispo County Sanitation District
Wastewater Rate Study

Capital Improvement Program

Budget Projected 10-Year
2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 Total
CAPITAL IMPROVEMENT COST ESTIMATES (CURRENT $)
Redundancy Project
Design & Permitting - 610,000 1,000,000 - - - - - - - 1,610,000
Construction (w/ allowances & contingency) - - - 7,661,000 7,661,000 - - - - - 15,322,000
Project & Construction Management - - - 1,054,000 1,054,000 - - - - - 2,108,000
Subtotal - 610,000 1,000,000 8,715,000 8,715,000 - - - - - 19,040,000
Ongoing Capital Improvement Program
Improvements & Repairs/Replacements 622,000 820,000 500,000 500,000 500,000 500,000 500,000 500,000 500,000 500,000 5,442,000
Expansion Fund Projects 150,000 255,000 200,000 200,000 200,000 200,000 200,000 200,000 200,000 200,000 2,005,000
Subtotal 772,000 1,075,000 700,000 700,000 700,000 700,000 700,000 700,000 700,000 700,000 7,447,000
CAPITAL IMPROVEMENT COST ESTIMATES (FUTURE $)
Projected Construction Cost Escalation
Annual Cost Escalation 3% 3% 3% 3% 3% 3% 3% 3%
Cost Escalator 1.000 1.000 1.030 1.061 1.093 1.126 1.159 1.194 1.230 1.267
Redundancy Project
Design & Permitting - 610,000 1,030,000 - - - - - - - 1,640,000
Project Construction - - - 8,128,000 8,371,000 - - - - - 16,499,000
Project/Construction Management - - - 1,118,000 1,152,000 - - - - - 2,270,000
Subtotal - 610,000 1,030,000 9,246,000 9,523,000 - - - - - 20,409,000
Ongoing Capital Improvement Program
Repair/Rehab/Replacement Projects 622,000 820,000 515,000 530,000 546,000 563,000 580,000 597,000 615,000 633,000 6,021,000
Expansion Fund Projects 150,000 255,000 206,000 212,000 219,000 225,000 232,000 239,000 246,000 253,000 2,237,000
Subtotal 772,000 1,075,000 721,000 742,000 765,000 788,000 812,000 836,000 861,000 886,000 8,258,000




Table 8

South San Luis Obispo County Sanitation District
Wastewater Rate Study

SRF Loan Debt Service Estimates

Per $10 Million of Project Funding

Future SRF
Est. at 3.0%

Funding Target

$10,000,000

SRF Loan Amount
Eligible Project Costs’
Accrued Interest During Construction®

Total Loan Amount
Loan Terms

Term (years)
Interest Rate’

Annual Loan Payment4

Reserve Fund Requirement5
Equal to Annual Debt Service

10,000,000
300,000
10,300,000

30
3.00%

525,000

525,000

1 Some costs may not be eligible for SRF Loan funding & would require another funding source.

2 Assumes steady gradual drawdown of loan funds over two years.

3 Total net interest rate estimated for financial planning purposes; actual rate may vary.

4 First debt service payment due one year following completion of project.

5 Agencies must set aside funds to meet the SRF Reserve Requirement at least 90 days prior to

project completion date.




Table 9 Per $10 Million of Project Funding
South San Luis Obispo County Sanitation District

Wastewater Rate Study

Bond Debt Service Estimates

Assumptions 25-Year Bonds 30-Year Bonds
Funding Target $10,000,000 $10,000,000
Total Debt Issue $11,050,000 $11,025,000
Proceeds $10,000,000 $10,000,000

Issuance Costs & Reserve Requirement

Underwriter Discount 1.00% $110,500 $110,300
Issuance Costs 150,000 150,000
Debt Service Reserve Fund 784,000 758,600
Bond Insurance none 0 0
Reserve Surety Bond optional none 0 0
Contingency/Rounding 5,500 6,100

Total 1,050,000 1,025,000

Financing Terms
Term (Years) 25 30
Est. Future Interest Rate 5.00% 5.50%

DEBT SERVICE

Annual Debt Service 784,000 758,600
Less Interest on Reserve Fund 2.50% (19,600) (19,000)

Net Annual Debt Service 764,400 739,600




Table 10 - South San Luis Obispo CSD Wastewater Cash Flow Projections (SRF)

2014/15 2015/16 2016/17 2017/18 2018/19
Effective Date Jan-1 July-1 July-1 July-1
Monthly Residential Sewer Charge $14.86 $18.00 $20.00 $22.00 $24.00
Monthly Increase $3.14 $2.00 $2.00 $2.00
Residential Connection Fee (+3%) $2,475 $2,549 $2,625 $2,704 $2,785
Beginning ERUs 17,315 17,315 17,335 17,355 17,375
Growth (ERUs) - 20 20 20 20
District Cost Escalation - 4% 4% 4% 4%
SRF Debt Svc per $1M - - $53,000 $53,000 $53,000
Bond Debt Svc per S1IM - - $76,000 $76,000 $76,000
Interest Earnings Rate 0.25% 0.30% 0.5% 1.0% 1.0%
Beginning Fund Reserves $5,546,000 $5,227,000 $3,243,000 $4,324,000 $5,246,000
REVENUES BWA est
Arroyo Grande (8,340 ERUs est.) 1,487,000 1,647,000 2,007,000 2,210,000 2,414,000
Grover Beach (6,200 ERUs) 1,106,000 1,224,000 1,492,000 1,643,000 1,794,000
Oceano CSD Services (2,775 ERUs) 495,000 548,000 668,000 736,000 803,000
School Services 25,000 28,000 34,000 37,000 40,000
Subtotal Service Charges 3,113,000 3,447,000 4,201,000 4,626,000 5,051,000
Connection Fees 85,000 51,000 53,000 54,000 56,000
Investment Earnings (All Funds) 14,000 16,000 16,000 43,000 52,000
Other Revenues 144,000 226,000 150,000 150,000 150,000
Total Revenues 3,356,000 3,740,000 4,420,000 4,873,000 5,309,000
Debt Proceeds: SRF Loan 9,246,000 9,523,000
SRF Reimbursement for Design/Permitting 1,500,000
EXPENSES
Operating & Maintenance
Salaries & Wages 650,000 734,000 841,000 875,000 910,000
Benefits & Other Personnel Costs 510,000 615,000 676,000 703,000 731,000
Administrative Costs 693,000 625,000 570,000 593,000 617,000
Utilities 196,000 193,000 201,000 209,000 217,000
Maintenance, Tools & Replacements 241,000 281,000 292,000 304,000 316,000
Materials, Services & Supplies 290,000 251,000 261,000 271,000 282,000
Other Operating Expenses 248,000 165,000 172,000 179,000 186,000
New Redundancy Project Operations - - - - -
Subtotal 2,828,000 2,864,000 3,013,000 3,134,000 3,259,000
Debt Service
Projected Debt Service, SRF Loan - - - - -
Capital & Other Non-Operating
Redundancy Project:
Design & Permitting - 610,000 1,030,000 - -
Construction & Management - - - 9,246,000 9,523,000
Ongoing CIP/Repairs/Rehab/Repl 772,000 1,075,000 721,000 742,000 765,000
RWQCB Fine Repayment - 1,100,000 - - -
2009 Equip Lease (Muni Finance Loan) 75,000 75,000 75,000 75,000 37,000
Subtotal 847,000 2,860,000 1,826,000 10,063,000 10,325,000
Total Expenses 3,675,000 5,724,000 4,839,000 13,197,000 13,584,000
Revenues Less Expenses (319,000) (1,984,000) 1,081,000 922,000 1,248,000
Transfer for SRF Reserve Requirement - - - - (995,000)
Ending Fund Reserves 5,227,000 3,243,000 4,324,000 5,246,000 5,499,000
SRF Reserve Fund - - - 0 995,000
Min Fund Rsrv Target: 50% O&M + $1M 2,414,000 2,432,000 2,507,000 2,567,000 2,630,000
Debt Service Coverage - - - - -




Table 10 - South San Luis Obispo CSD Wastewater Cash Flow Projections (SRF) Years 6 - 10

2019/20 2020/21 2021/22 2022/23 2023/24
Effective Date July-1 July-1 July-1 July-1 July-1
Residential Sewer Charge $26.00 $26.50 $27.00 $28.00 $29.00
Monthly Increase $2.00 $0.50 $0.50 $1.00 $1.00
Residential Connection Fee (+3%) $2,869 $2,955 $3,044 $3,135 $3,229
Beginning ERUs 17,395 17,415 17,435 17,455 17,475
Growth (ERUSs) 20 20 20 20 20
City Cost Escalation 4% 4% 4% 4% 4%
SRF Debt Svc per $1M $53,000 $53,000 $53,000 $53,000 $53,000
Bond Debt Svc per S1M $76,000 $76,000 $76,000 $76,000 $76,000
Interest Earnings Rate 1.0% 2.0% 2.0% 2.0% 2.0%
Beginning Fund Reserves $5,499,000 $5,567,000 $5,625,000 $5,613,000 $5,626,000
REVENUES
Arroyo Grande Services 2,618,000 2,672,000 2,725,000 2,830,000 2,934,000
Grover Beach Services 1,946,000 1,985,000 2,025,000 2,102,000 2,180,000
OCSD Services 871,000 889,000 907,000 941,000 976,000
School Services 43,000 44,000 45,000 47,000 49,000
Subtotal Service Charges & Fees 5,478,000 5,590,000 5,702,000 5,920,000 6,139,000
Connection Fees 57,000 59,000 61,000 63,000 65,000
Investment Earnings 55,000 111,000 113,000 112,000 113,000
Other Revenues 150,000 150,000 150,000 150,000 150,000
Total Revenues 5,740,000 5,910,000 6,026,000 6,245,000 6,467,000
Debt Proceeds
EXPENSES
Operating & Maintenance
Salaries & Wages 946,000 984,000 1,023,000 1,064,000 1,107,000
Benefits & Other Personnel Costs 760,000 790,000 822,000 855,000 889,000
Administrative Costs 642,000 668,000 695,000 723,000 752,000
Utilities 226,000 235,000 244,000 254,000 264,000
Maintenance, Tools & Replacements 329,000 342,000 356,000 370,000 385,000
Materials, Services & Supplies 293,000 305,000 317,000 330,000 343,000
Other Operating Expenses 193,000 201,000 209,000 217,000 226,000
New Redundancy Project Operations 500,000 520,000 541,000 563,000 586,000
Subtotal 3,889,000 4,045,000 4,207,000 4,376,000 4,552,000
Debt Service
Projected Debt Service, SRF Loan 995,000 995,000 995,000 995,000 995,000
Capital & Other Non-Operating
Redundancy Project:
Design & Preliminary Costs - - - - -
Construction & Const Mgmt - - - - -
Ongoing CIP/Repairs/Rehab/Repl 788,000 812,000 836,000 861,000 886,000
RWQCB Fine Repayment - - - - -
2009 Equip Lease (Muni Finance Loan) - - - - -
Subtotal 788,000 812,000 836,000 861,000 886,000
Total Expenses 5,672,000 5,852,000 6,038,000 6,232,000 6,433,000
Revenues Less Expenses 68,000 58,000 (12,000) 13,000 34,000
Transfer for SRF Reserve Requirement - - - - -
Ending Fund Reserves 5,567,000 5,625,000 5,613,000 5,626,000 5,660,000
SRF Reserve Fund 995,000 995,000 995,000 995,000 995,000
Min Fund Rsrv Target: 50% O&M + $1M 2,945,000 3,023,000 3,104,000 3,188,000 3,276,000
Debt Service Coverage 1.86 1.87 1.83 1.88 1.92
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South San Luis Obispo County Sanitation District
Historical & Projected Monthly Residential Sewer Rates
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Table 11
South San Luis Obispo County Sanitation District
Wastewater Rate Study
Projected Rates with Across-the-Board Increases

Assumes no rate structure modifications

With SRF Financing

Projected Rates with Across-the-Board Increases

Current 2015/16 2016/17 2017/18 2018/19 2019/20

Rates Jan-1 July-1 July-1 July-1 July-1

a. Residences & Apartments $14.86 $18.00 $20.00 $22.00 $24.00 $26.00
b. Hotel Units with Kitchens 15.71 19.03 21.14 23.25 25.36 27.47
c. Hotel Units without Kitchens 10.02 12.14 13.49 14.84 16.19 17.54
d. Hotel Room 10.36 12.55 13.94 15.33 16.72 18.11
e. Commercial Establishments 7.65 9.27 10.30 11.33 12.36 13.39
Each additional employee above 5 1.53 1.85 2.06 2.27 2.48 2.69

f.  Beauty Shops 13.97 16.92 18.80 20.68 22.56 24.44
Each additional operator above 5 2.33 2.82 3.13 3.44 3.75 4.06

g. Eating Establishments w/o Grinders 15.16 18.36 20.40 22.44 24.48 26.52
Each additional 5 seats above 30 2.53 3.06 3.40 3.74 4.08 4.42

h. Restaurants (w/Grinders) <30 seats 31.07 37.64 41.82 46.00 50.18 54.36
Restaurants (w/Grinders) over 30 seats 39.84 48.26 53.62 58.98 64.34 69.70

i.  Laundromats - per washing maching 9.71 11.76 13.07 14.38 15.69 17.00
Minimum Charge 29.14 35.30 39.22 43.14 47.06 50.98

j.  Service Stations - no wash/rack 37.41 45.31 50.34 55.37 60.40 65.43
Service Stations - with wash/rack 54.40 65.90 73.22 80.54 87.86 95.18

k. Factories 22.05 26.71 29.68 32.65 35.62 38.59
Each additional employee above 20 1.10 1.33 1.48 1.63 1.78 1.93

I.  Churches 12.56 15.21 16.90 18.59 20.28 21.97
Per ADA with elementary school 0.34 0.41 0.46 0.51 0.56 0.61

Per ADA with other school 0.51 0.62 0.69 0.76 0.83 0.90

m. Bottling Plants 22.05 26.71 29.68 32.65 35.62 38.59
n. Schools (Non-boarding) 7.07 8.56 9.51 10.46 11.41 12.36
Per ADA with elementary school 0.33 0.40 0.44 0.48 0.52 0.56

Per ADA with other school 0.52 0.63 0.70 0.77 0.84 0.91

0. Schools (Boarding) 7.07 8.56 9.51 10.46 11.41 12.36
Per ADA with elementary school 0.71 0.86 0.96 1.06 1.16 1.26

Per ADA with other school 0.95 1.15 1.28 1.41 1.54 1.67

p. Trailer/Mobile Home Space 4.19 5.08 5.64 6.20 6.76 7.32
g. RV Dump Stations - Less than 50 svcs 42.69 51.71 57.46 63.21 68.96 74.71




Table 10B - South San Luis Obispo CSD Wastewater Cash Flow Projections (Bonds)

2014/15 2015/16 2016/17 2017/18 2018/19

Effective Date Jan-1 July-1 July-1 July-1
Monthly Residential Sewer Charge $14.86 $18.00 $20.00 $22.00 $25.50
Monthly Increase $3.14 $2.00 $2.00 $3.50
Residential Connection Fee (+3%) $2,475 $2,549 $2,625 $2,704 $2,785
Beginning ERUs 17,315 17,315 17,335 17,355 17,375
Growth (ERUSs) - 20 20 20 20
District Cost Escalation - 4% 4% 4% 4%
SRF Debt Svc per $1M - - $53,000 $53,000 $53,000
Bond Debt Svc per S1IM - - $76,000 $76,000 $76,000
Interest Earnings Rate 0.25% 0.30% 0.5% 1.0% 1.0%
Beginning Fund Reserves $5,546,000 $5,227,000 $3,243,000 $2,824,000 $4,211,000
REVENUES BWA est
Arroyo Grande (8,340 ERUs est.) 1,487,000 1,647,000 2,007,000 2,210,000 2,565,000
Grover Beach (6,200 ERUs) 1,106,000 1,224,000 1,492,000 1,643,000 1,906,000
Oceano CSD Services (2,775 ERUs) 495,000 548,000 668,000 736,000 853,000
School Services 25,000 28,000 34,000 37,000 43,000

Subtotal Service Charges 3,113,000 3,447,000 4,201,000 4,626,000 5,367,000
Connection Fees 85,000 51,000 53,000 54,000 56,000
Investment Earnings (All Funds) 14,000 16,000 16,000 28,000 42,000
Other Revenues 144,000 226,000 150,000 150,000 150,000

Total Revenues 3,356,000 3,740,000 4,420,000 4,858,000 5,615,000
Bond Proceeds 10,846,000 9,523,000

Issuance Year

EXPENSES
Operating & Maintenance
Salaries & Wages 650,000 734,000 841,000 875,000 910,000
Benefits & Other Personnel Costs 510,000 615,000 676,000 703,000 731,000
Administrative Costs 693,000 625,000 570,000 593,000 617,000
Utilities 196,000 193,000 201,000 209,000 217,000
Maintenance, Tools & Replacements 241,000 281,000 292,000 304,000 316,000
Materials, Services & Supplies 290,000 251,000 261,000 271,000 282,000
Other Operating Expenses 248,000 165,000 172,000 179,000 186,000
New Redundancy Project Operations - - - - -

Subtotal 2,828,000 2,864,000 3,013,000 3,134,000 3,259,000
Debt Service
Projected Debt Service, Bonds - - - 1,120,000 1,548,000

Interest Only 1st Year

Capital & Other Non-Operating
Redundancy Project:

Design & Permitting - 610,000 1,030,000 - -

Construction & Management - - - 9,246,000 9,523,000
Ongoing CIP/Repairs/Rehab/Repl 772,000 1,075,000 721,000 742,000 765,000
RWQCB Fine Repayment - 1,100,000 - - -
2009 Equip Lease (Muni Finance Loan) 75,000 75,000 75,000 75,000 37,000

Subtotal 847,000 2,860,000 1,826,000 10,063,000 10,325,000
Total Expenses 3,675,000 5,724,000 4,839,000 14,317,000 15,132,000
Revenues Less Expenses (319,000) (1,984,000) (419,000) 1,387,000 6,000
Ending Fund Reserves 5,227,000 3,243,000 2,824,000 4,211,000 4,217,000
Min Fund Rsrv Target: 50% O&M + $1M 2,414,000 2,432,000 2,507,000 2,567,000 2,630,000
Debt Service Coverage - - - 1.54 1.52




Table 10B - South San Luis Obispo CSD Wastewater Cash Flow Projections (Bonds) Years 6 - 10

2019/20 2020/21 2021/22 2022/23 2023/24

Effective Date July-1 July-1 July-1 July-1 July-1
Residential Sewer Charge $29.00 $29.50 $30.00 $31.00 $32.00
Monthly Increase $3.50 $0.50 $0.50 $1.00 $1.00
Residential Connection Fee (+3%) $2,869 $2,955 $3,044 $3,135 $3,229
Beginning ERUs 17,395 17,415 17,435 17,455 17,475
Growth (ERUs) 20 20 20 20 20
City Cost Escalation 4% 4% 4% 4% 4%
SRF Debt Svc per $1M $53,000 $53,000 $53,000 $53,000 $53,000
Bond Debt Svc per S1IM $76,000 $76,000 $76,000 $76,000 $76,000
Interest Earnings Rate 1.0% 2.0% 2.0% 2.0% 2.0%
Beginning Fund Reserves $4,217,000 $4,352,000 $4,466,000 $4,511,000 $4,585,000
REVENUES
Arroyo Grande Services 2,920,000 2,974,000 3,028,000 3,133,000 3,238,000
Grover Beach Services 2,170,000 2,210,000 2,250,000 2,328,000 2,405,000
OCSD Services 972,000 989,000 1,007,000 1,042,000 1,077,000
School Services 49,000 50,000 51,000 53,000 55,000

Subtotal Service Charges & Fees 6,111,000 6,223,000 6,336,000 6,556,000 6,775,000
Connection Fees 57,000 59,000 61,000 63,000 65,000
Investment Earnings 42,000 87,000 89,000 90,000 92,000
Other Revenues 150,000 150,000 150,000 150,000 150,000

Total Revenues 6,360,000 6,519,000 6,636,000 6,859,000 7,082,000
Debt Proceeds
EXPENSES
Operating & Maintenance
Salaries & Wages 946,000 984,000 1,023,000 1,064,000 1,107,000
Benefits & Other Personnel Costs 760,000 790,000 822,000 855,000 889,000
Administrative Costs 642,000 668,000 695,000 723,000 752,000
Utilities 226,000 235,000 244,000 254,000 264,000
Maintenance, Tools & Replacements 329,000 342,000 356,000 370,000 385,000
Materials, Services & Supplies 293,000 305,000 317,000 330,000 343,000
Other Operating Expenses 193,000 201,000 209,000 217,000 226,000
New Redundancy Project Operations 500,000 520,000 541,000 563,000 586,000

Subtotal 3,889,000 4,045,000 4,207,000 4,376,000 4,552,000
Debt Service
Projected Debt Service, Bonds 1,548,000 1,548,000 1,548,000 1,548,000 1,548,000
Capital & Other Non-Operating
Redundancy Project:

Design & Preliminary Costs - - - - -

Construction & Const Mgmt - - - - -
Ongoing CIP/Repairs/Rehab/Repl 788,000 812,000 836,000 861,000 886,000
RWQCB Fine Repayment - - - - -
2009 Equip Lease (Muni Finance Loan) - - - - -

Subtotal 788,000 812,000 836,000 861,000 886,000
Total Expenses 6,225,000 6,405,000 6,591,000 6,785,000 6,986,000
Revenues Less Expenses 135,000 114,000 45,000 74,000 96,000
Ending Fund Reserves 4,352,000 4,466,000 4,511,000 4,585,000 4,681,000
Min Fund Rsrv Target: 50% O&M + $1M 2,945,000 3,023,000 3,104,000 3,188,000 3,276,000
Debt Service Coverage 1.60 1.60 1.57 1.60 1.63
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South San Luis Obispo County Sanitation District
Historical & Projected Monthly Residential Sewer Rates
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Table 11B
South San Luis Obispo County Sanitation District
Wastewater Rate Study
Projected Rates with Across-the-Board Increases

Assumes no rate structure modifications

With Bond Financing

Projected Rates with Across-the-Board Increases

Current 2015/16 2016/17 2017/18 2018/19 2019/20

Rates Jan-1 July-1 July-1 July-1 July-1

a. Residences & Apartments $14.86 $18.00 $20.00 $22.00 $25.50 $29.00
b. Hotel Units with Kitchens 15.71 19.03 21.14 23.25 26.95 30.65
c. Hotel Units without Kitchens 10.02 12.14 13.49 14.84 17.20 19.56
d. Hotel Room 10.36 12.55 13.94 15.33 17.77 20.21
e. Commercial Establishments 7.65 9.27 10.30 11.33 13.13 14.93
Each additional employee above 5 1.53 1.85 2.06 2.27 2.63 2.99

f.  Beauty Shops 13.97 16.92 18.80 20.68 23.97 27.26
Each additional operator above 5 2.33 2.82 3.13 3.44 3.99 4.54

g. Eating Establishments w/o Grinders 15.16 18.36 20.40 22.44 26.01 29.58
Each additional 5 seats above 30 2.53 3.06 3.40 3.74 4.34 4.94

h. Restaurants (w/Grinders) <30 seats 31.07 37.64 41.82 46.00 53.32 60.64
Restaurants (w/Grinders) over 30 seats 39.84 48.26 53.62 58.98 68.36 77.74

i.  Laundromats - per washing maching 9.71 11.76 13.07 14.38 16.67 18.96
Minimum Charge 29.14 35.30 39.22 43.14 50.00 56.86

j. Service Stations - no wash/rack 37.41 45.31 50.34 55.37 64.18 72.99
Service Stations - with wash/rack 54.40 65.90 73.22 80.54 93.35 106.16

k.  Factories 22.05 26.71 29.68 32.65 37.84 43.03
Each additional employee above 20 1.10 1.33 1.48 1.63 1.89 2.15

I. Churches 12.56 15.21 16.90 18.59 21.55 24,51
Per ADA with elementary school 0.34 0.41 0.46 0.51 0.59 0.67

Per ADA with other school 0.51 0.62 0.69 0.76 0.88 1.00

m. Bottling Plants 22.05 26.71 29.68 32.65 37.84 43.03
n.  Schools (Non-boarding) 7.07 8.56 9.51 10.46 12.12 13.78
Per ADA with elementary school 0.33 0.40 0.44 0.48 0.56 0.64

Per ADA with other school 0.52 0.63 0.70 0.77 0.89 1.01

0. Schools (Boarding) 7.07 8.56 9.51 10.46 12.12 13.78
Per ADA with elementary school 0.71 0.86 0.96 1.06 1.23 1.40

Per ADA with other school 0.95 1.15 1.28 1.41 1.63 1.85

p. Trailer/Mobile Home Space 4.19 5.08 5.64 6.20 7.19 8.18
g. RV Dump Stations - Less than 50 svcs 42.69 51.71 57.46 63.21 73.27 83.33




Table 12
South San Luis Obispo County Sanitation District
Wastewater Rate Study

Total Member Agency Billing Units & ERUs

Current Monthly Billing Units Estimated Gross Revenues Estimated ERUs
SSLOCSD Monthly Oceano Grover Arroyo Oceano Grover Arroyo Oceano Grover Arroyo
Customer Class Rate CSD Beach Grande Total CSD Beach Grande Total CcsD Beach Grande Total
a. Residences & Apartments $14.86 2,373.8 5,631.0 7,090.0 15,094.8 423,287 1,004,126 1,264,289 2,691,702 2,373.8 5,631.0 7,090.00 15,094.8
b. Hotel Units with Kitchens 15.71 56.0 - - 56.0 10,557 - - 10,557 59.2 - - 59.2
c.  Hotel Units without Kitchens 10.02 19.0 128.0 418.0 565.0 2,285 15,391 50,260 67,936 12.8 86.3 281.85 381.0
d. Hotel Room 10.36 - - - - - - - - - - - -
e. Commercial Establishments 7.65 66.8 368.1 745.0 1,179.9 6,132 33,791 68,391 108,314 344 189.5 383.53 607.4
Each additional employee above 5 1.53 - 512.8 2,599.0 3,111.8 - 9,415 47,718 57,133 - 52.8 267.60 320.4
f. Beauty Shops 13.97 - 18.5 10.0 28.5 - 3,099 1,676 4,775 - 17.4 9.40 26.8
Each additional operator above 5 2.33 - 5.0 - 5.0 - 140 - 140 - 0.8 - 0.8
g. Eating Establishments w/o Grinders 15.16 19.7 33.0 25.0 77.7 3,581 6,003 4,548 14,132 20.1 33.7 25.50 79.3
Each additional 5 seats above 30 2.53 - 24.0 168.0 192.0 - 729 5,100 5,829 - 41 28.60 32.7
h.  Restaurants (w/Grinders) <30 seats 31.07 2.6 1.0 - 3.6 956 373 - 1,329 5.4 2.1 - 7.5
Restaurants (w/Grinders) over 30 seats 39.84 - 3.0 4.0 7.0 - 1,434 1,912 3,347 - 8.0 10.72 18.8
i Laundromats - per washing maching 9.71 29.0 116.0 34.0 179.0 3,379 13,516 3,962 20,857 19.0 75.8 22.22 117.0
Minimum Charge 29.14 - - - - - - - - - - - -
j.  Service Stations - no wash/rack 37.41 - - 8.0 8.0 - - 3,591 3,591 - - 20.14 20.1
Service Stations - with wash/rack 54.40 0.7 29 3.0 6.6 449 1,899 1,958 4,306 2.5 10.6 10.98 24.1
k.  Factories 22.05 10.0 23.0 - 33.0 2,645 6,092 - 8,737 14.8 34.2 - 49.0
Each additional employee above 20 1.10 - 5.5 - 5.5 - 73 - 73 - 0.4 - 0.4
. Churches 12.56 6.0 9.0 16.0 31.0 910 1,356 2,412 4,678 51 7.6 13.52 26.2
Per ADA with elementary school 0.34 - - - - - - - - - - - -
Per ADA with other school 0.51 - - - - - - - - - - - -
m. Bottling Plants 22.05 - - - - - - - - - - - -
n.  Schools (Non-boarding) 7.07 - - 13.0 - - - 1,103 1,103 - - 6.19 6.2
Per ADA with elementary school 0.33 - - 84.0 - - - 333 333 - - 1.87 1.9
Per ADA with other school 0.52 - - - - - - - - - - - -
0. Schools (Boarding) 7.07 - - - - - - - - - - - -
Per ADA with elementary school 0.71 - - - - - - - - - - - -
Per ADA with other school 0.95 - - - - - - - - - - - -
p. Trailer/Mobile Home Space 4.19 808.3 158.7 628.0 1,595.0 40,639 7,982 31,576 80,196 227.9 44.8 177.07 449.7
g. RV Dump Stations - Less than 50 svcs 42.69 - 2.0 - 2.0 - 85 - 85 - 5.7 - 5.7
Total 494,820 1,105,503 1,488,829 3,089,153 2,774.9 6,204.8 8,349.2 17,328.9




Table 13

Cost Recovery Allocation

South San Luis Obispo County Sanitation District Flow BOD SS
Customer Categories & ERU/Rate Assignments 60% 20% 20%
CURRENT REVISED IMPACTS
Wastewater Flow Wastewater Strength Proposed ERUs | Revised Rates
Flow Flow BOD SS Strength Flow Factor x Revenue-Neutral % Rate S Rate
Sewer Rates ERUs (gpd) Factor mg/I mg/| Factor| Strength Factor Modifications Change Change
a. Residences & Apartments $14.86 1.00 200 1.00 200 200 1.0 1.00 $14.56 -2% ($0.30)
b. Hotel Units with Kitchens 15.71 1.06 175 0.88 200 200 1.0 0.88 12.74 -19% (2.97)
c. Motel Units without Kitchens 10.02 0.67 125 0.63 150 150 0.9 0.56 8.19 -18% (1.83)
d. Hotel Room 10.36 0.70 125 0.63 150 150 0.9 0.56 8.19 -21% (2.17)
e. Commercial Establishments 7.65 0.51 100 0.50 150 150 0.9 0.45 6.55 -14% (1.10)
Each additional employee above 5 1.53 0.10 20 0.10 150 150 0.9 0.09 1.31 -14% (0.22)
f. Beauty Shops 13.97 0.94 200 1.00 150 150 0.9 0.90 13.10 -6% (0.87)
Each additional operator above 5 2.33 0.16 30 0.15 150 150 0.9 0.14 1.97 -15% (0.36)
g. Eating Establishments w/o Grinders 15.16 1.02 200 1.00 400 400 14 1.40 20.38 34% 5.22
Each additional 5 seats above 30 2.53 0.17 30 0.15 400 400 1.4 0.21 3.06 21% 0.53
h. Restaurants (w/Grinders) less than 30 seats 31.07 2.09 250 1.25 700 500 1.8 2.25 32.76 5% 1.69
Restaurants (w/Grinders) over 30 seats 39.84 2.68 350 1.75 700 500 1.8 3.15 45.86 15% 6.02
i Laundromats - per washing maching 9.71 0.65 150 0.75 150 110 0.9 0.65 9.39 -3% (0.32)
Minimum Charge 29.14 1.96 450 2.25 150 110 0.9 1.94 28.17 -3% (0.97)
j- Service Stations - no wash/rack 37.41 2.52 500 2.50 180 280 11 2.65 38.58 3% 1.17
Service Stations - with wash/rack 54.40 3.66 800 4.00 150 200 1.0 3.80 55.33 2% 0.93
k. Factories 22.05 1.48 300 1.50 200 200 1.0 1.50 21.84 -1% (0.21)
Each additional employee above 20 1.10 0.07 15 0.08 200 200 1.0 0.08 1.09 -1% (0.01)
l. Churches 12.56 0.85 200 1.00 130 100 0.8 0.83 12.08 -4% (0.48)
Per ADA with elementary school 0.34 0.02 6 0.03 130 100 0.8 0.02 0.36 6% 0.02
Per ADA with other school 0.51 0.03 9 0.05 130 100 0.8 0.04 0.54 6% 0.03
m. Bottling Plants 22.05 1.48 400 2.00 150 150 0.9 1.80 26.21 19% 4.16
n. Schools (Non-boarding) 7.07 0.48 120 0.60 130 100 0.8 0.50 7.25 3% 0.18
Per ADA with elementary school 0.33 0.02 6 0.03 130 100 0.8 0.02 0.36 9% 0.03
Per ADA with other school 0.52 0.03 9 0.05 130 100 0.8 0.04 0.54 4% 0.02
o. Schools (Boarding) 7.07 0.48 100 0.50 200 200 1.0 0.50 7.28 3% 0.21
Per ADA with elementary school 0.71 0.05 10 0.05 200 200 1.0 0.05 0.73 3% 0.02
Per ADA with other school 0.95 0.06 14 0.07 200 200 1.0 0.07 1.02 7% 0.07
p. Trailer/Mobile Home Space 4.19 0.28 120 0.60 200 200 1.0 0.60 8.74 109% 4.55
q. RV Dump Stations - Less than 50 services 42.69 2.87 100 0.50 2,700 6,000 9.3 4.65 67.70 59% 25.01




Table 14
South San Luis Obispo County Sanitation District
Rates & Revenue-Neutral Impacts with Updated Flow & Strength Assignments

Billing Current Current Current Revised Revised Rates with| Revenue Neutral Impact

Sewer Customer Class Units ERUs Rates ERU Factor ERU Factor ERUs Revised ERUs $ Change % Change

a. Residences & Apartments 15,094.8 15,094.8 $14.86 1.00 1.00 15,094.8 $14.56 (50.30) -2.0%

b.  Hotel Units with Kitchens 56.0 59.2 15.71 1.06 0.88 49.0 12.74 (2.97) -18.9%

c.  Motel Units without Kitchens 565.0 381.0 10.02 0.67 0.56 317.8 8.19 (1.83) -18.3%

d. Hotel Room - - 10.36 0.70 0.56 - 8.19 (2.17) -20.9%

e. Commercial Establishments 1,179.9 607.4 7.65 0.51 0.45 531.0 6.55 (1.10) -14.4%

Each additional employee above 5 3,111.8 320.4 1.53 0.10 0.09 280.1 1.31 (0.22) -14.4%

f. Beauty Shops 28.5 26.8 13.97 0.94 0.90 25.6 13.10 (0.87) -6.2%

Each additional operator above 5 5.0 0.8 2.33 0.16 0.14 0.7 1.97 (0.36) -15.5%

g. Eating Establishments w/o Grinders 77.7 79.3 15.16 1.02 1.40 108.8 20.38 5.22 34.4%

Each additional 5 seats above 30 192.0 32.7 2.53 0.17 0.21 40.3 3.06 0.53 20.9%

h.  Restaurants (w/Grinders) less than 30 seats 3.6 7.5 31.07 2.09 2.25 8.0 32.76 1.69 5.4%

Restaurants (w/Grinders) over 30 seats 7.0 18.8 39.84 2.68 3.15 22.1 45.86 6.02 15.1%

i.  Laundromats - per washing maching 179.0 117.0 9.71 0.65 0.65 115.5 9.39 (0.32) -3.3%

Minimum Charge - - 29.14 1.96 1.94 - 28.17 (0.97) -3.3%

j.  Service Stations - no wash/rack 8.0 20.1 37.41 2.52 2.65 21.2 38.58 1.17 3.1%

Service Stations - with wash/rack 6.6 24.1 54.40 3.66 3.80 25.1 55.33 0.93 1.7%

k.  Factories 33.0 49.0 22.05 1.48 1.50 49.5 21.84 (0.21) -1.0%

Each additional employee above 20 5.5 0.4 1.10 0.07 0.08 0.4 1.09 (0.01) -0.9%

l. Churches 31.0 26.2 12.56 0.85 0.83 25.8 12.08 (0.48) -3.8%

Per ADA with elementary school - - 0.34 0.02 0.02 - 0.36 0.02 5.9%

Per ADA with other school - - 0.51 0.03 0.04 - 0.54 0.03 5.9%

m. Bottling Plants - - 22.05 1.48 1.80 - 26.21 4.16 18.9%

n.  Schools (Non-boarding) - 6.2 7.07 0.48 0.50 - 7.25 0.18 2.5%

Per ADA with elementary school - 1.9 0.33 0.02 0.02 - 0.36 0.03 9.1%

Per ADA with other school - - 0.52 0.03 0.04 - 0.54 0.02 3.8%

0. Schools (Boarding) - - 7.07 0.48 0.50 - 7.28 0.21 3.0%

Per ADA with elementary school - - 0.71 0.05 0.05 - 0.73 0.02 2.8%

Per ADA with other school - - 0.95 0.06 0.07 - 1.02 0.07 7.4%

p. Trailer/Mobile Home Space 1,595.0 449.7 4.19 0.28 0.60 957.0 8.74 4.55 108.6%

g. RV Dump Stations - Less than 50 services 2.0 5.7 42.69 2.87 4.65 9.3 67.70 25.01 58.6%
Total 17,328.9 17,681.8
Rate per ERU $14.86 $14.56

Est. Annual Revenues $3,090,092 $3,089,362 (730) -0.02%




Table 15
South San Luis Obispo County Sanitation District
Wastewater Rate Study
Projected Rates with Rate Structure Modifications

With Rate Structure Modifications
With SRF Financing

Revised Projected Rates with Rate Structure Modifications
Rates| 2015/16 2016/17 2017/18 2018/19 2019/20
Current  Rev-Neutral Jan-1 July-1 July-1 July-1 July-1

a. Residences & Apartments $14.86 14.56 $17.64 $19.60 $21.56 $23.52 $25.48
b. Hotel Units with Kitchens 15.71 12.74 15.43 17.14 18.85 20.56 22.27
c.  Hotel Units without Kitchens 10.02 8.19 9.92 11.02 12.12 13.22 14.32
d. Hotel Room 10.36 8.19 9.92 11.02 12.12 13.22 14.32
e. Commercial Establishments 7.65 6.55 7.93 8.81 9.69 10.57 11.45
Each additional employee above 5 1.53 1.31 1.59 1.77 1.95 2.13 2.31

f.  Beauty Shops 13.97 13.10 15.87 17.63 19.39 21.15 2291
Each additional operator above 5 2.33 1.97 2.39 2.66 2.93 3.20 3.47

g. Eating Establishments w/o Grinders 15.16 20.38 24.69 27.43 30.17 32.91 35.65
Each additional 5 seats above 30 2.53 3.06 3.71 4.12 4.53 4.94 5.35

h. Restaurants (w/Grinders) <30 seats 31.07 32.76 39.68 44.09 48.50 52.91 57.32
Restaurants (w/Grinders) over 30 seats 39.84 45.86 55.55 61.72 67.89 74.06 80.23

i.  Laundromats - per washing maching 9.71 9.39 11.37 12.63 13.89 15.15 16.41
Minimum Charge 29.14 28.17 34.12 37.91 41.70 45.49 49.28

j. Service Stations - no wash/rack 37.41 38.58 46.73 51.92 57.11 62.30 67.49
Service Stations - with wash/rack 54.40 55.33 67.02 74.47 81.92 89.37 96.82

k.  Factories 22.05 21.84 26.45 29.39 32.33 35.27 38.21
Each additional employee above 20 1.10 1.09 1.32 1.47 1.62 1.77 1.92

I.  Churches 12.56 12.08 14.63 16.26 17.89 19.52 21.15
Per ADA with elementary school 0.34 0.36 0.44 0.49 0.54 0.59 0.64

Per ADA with other school 0.51 0.54 0.65 0.72 0.79 0.86 0.93

m. Bottling Plants 22.05 26.21 31.75 35.28 38.81 42.34 45.87
n. Schools (Non-boarding) 7.07 7.25 8.78 9.76 10.74 11.72 12.70
Per ADA with elementary school 0.33 0.36 0.44 0.49 0.54 0.59 0.64

Per ADA with other school 0.52 0.54 0.65 0.72 0.79 0.86 0.93

0. Schools (Boarding) 7.07 7.28 8.82 9.80 10.78 11.76 12.74
Per ADA with elementary school 0.71 0.73 0.88 0.98 1.08 1.18 1.28

Per ADA with other school 0.95 1.02 1.24 1.38 1.52 1.66 1.80

p. Trailer/Mobile Home Space 4.19 8.74 10.59 11.77 12.95 14.13 15.31
g. RV Dump Stations - Less than 50 svcs 42.69 67.70 82.01 91.12 100.23 109.34 118.45
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Table 15B
South San Luis Obispo County Sanitation District
Wastewater Rate Study
Projected Rates with Rate Structure Modifications

With Rate Structure Modifications

With Bond Financing

Revised Projected Rates with Rate Structure Modifications
Rates| 2015/16 2016/17 2017/18 2018/19 2019/20
Current Rev-Neutral Jan-1 July-1 July-1 July-1 July-1

a. Residences & Apartments $14.86 14.56 $17.64 $19.60 $21.56 $24.99 $28.42
b.  Hotel Units with Kitchens 15.71 12.74 15.43 17.14 18.85 21.85 24.85
c. Hotel Units without Kitchens 10.02 8.19 9.92 11.02 12.12 14.05 15.98
d. Hotel Room 10.36 8.19 9.92 11.02 12.12 14.05 15.98
e. Commercial Establishments 7.65 6.55 7.93 8.81 9.69 11.23 12.77
Each additional employee above 5 1.53 1.31 1.59 1.77 1.95 2.26 2.57

f.  Beauty Shops 13.97 13.10 15.87 17.63 19.39 22.47 25.55
Each additional operator above 5 2.33 1.97 2.39 2.66 2.93 3.40 3.87

g. Eating Establishments w/o Grinders 15.16 20.38 24.69 27.43 30.17 34.97 39.77
Each additional 5 seats above 30 2.53 3.06 3.71 4.12 4.53 5.25 5.97

h. Restaurants (w/Grinders) <30 seats 31.07 32.76 39.68 44.09 48.50 56.22 63.94
Restaurants (w/Grinders) over 30 seats 39.84 45.86 55.55 61.72 67.89 78.69 89.49

i.  Laundromats - per washing maching 9.71 9.39 11.37 12.63 13.89 16.10 18.31
Minimum Charge 29.14 28.17 34.12 37.91 41.70 48.33 54.96

j.  Service Stations - no wash/rack 37.41 38.58 46.73 51.92 57.11 66.20 75.29
Service Stations - with wash/rack 54.40 55.33 67.02 74.47 81.92 94.95 107.98

k.  Factories 22.05 21.84 26.45 29.39 32.33 37.47 42.61
Each additional employee above 20 1.10 1.09 1.32 1.47 1.62 1.88 2.14

I. Churches 12.56 12.08 14.63 16.26 17.89 20.74 23.59
Per ADA with elementary school 0.34 0.36 0.44 0.49 0.54 0.63 0.72

Per ADA with other school 0.51 0.54 0.65 0.72 0.79 0.92 1.05

m. Bottling Plants 22.05 26.21 31.75 35.28 38.81 44,98 51.15
n. Schools (Non-boarding) 7.07 7.25 8.78 9.76 10.74 12.45 14.16
Per ADA with elementary school 0.33 0.36 0.44 0.49 0.54 0.63 0.72

Per ADA with other school 0.52 0.54 0.65 0.72 0.79 0.92 1.05

0. Schools (Boarding) 7.07 7.28 8.82 9.80 10.78 12.50 14.22
Per ADA with elementary school 0.71 0.73 0.88 0.98 1.08 1.25 1.42

Per ADA with other school 0.95 1.02 1.24 1.38 1.52 1.76 2.00

p. Trailer/Mobile Home Space 4.19 8.74 10.59 11.77 12.95 15.01 17.07
g. RV Dump Stations - Less than 50 svcs 42.69 67.70 82.01 91.12 100.23 116.18 132.13
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NOTICE OF PUBLIC HEARING — PROPOSED WASTEWATER TREATMENT RATE INCREASES

(PROPOSITION 218 NOTIFICATION)
December 30, 2015

South San Luis Obispo County Sanitation District provides wastewater treatment services to Arroyo Grande, Grover Beach and
Oceano Community Services District. This notice explains wastewater treatment rate increases the District proposes to charge
over the next five years. The District will hold a public hearing to discuss the proposed rate increases on February 17, 2016, at
6:00 p.m. in the Arroyo Grande City Council Chambers, 215 East Branch Street, Arroyo Grande.

BASIS AND REASON FOR THE PROPOSED RATE INCREASES: The District has not increased its wastewater treatment charges in
over five years. The proposed rate increases are needed to a) provide adequate funding for the costs of operating and maintaining
the District’s regional wastewater treatment facilities, b) fund major new facility upgrades needed to comply with state and federal
laws and regulations, and c) provide funding for repair and replacement of aging facilities. The proposed rates are based on a
Wastewater Financial Plan and Rate Study prepared by Bartle Wells Associates, an independent utility rate consulting firm.

PROPOSED WASTEWATER TREATMENT RATES: The District proposes to phase in a series of rate increases as shown in the table
below. The proposed rates are designed to recover the District’s cost of service and align rates with the cost of providing
wastewater treatment services to individual parcels. With the proposed rates, residential users would continue to pay a flat
monthly charge per dwelling unit, and nonresidential users would pay fixed monthly charges that vary by factors including
customer type, number or employees, number of restaurant seats, number of students, and other factors as shown below.

* Proposed rate increases for the current fiscal year — which began July 1, 2015 — have been deferred until March 1, 2016;
hence the first rate increase will only impact customers for the last four months of the current fiscal year.

HOW TO SUBMIT A WRITTEN PROTEST: Written protests must be submitted before the public hearing closes. They may be
submitted in person at the public hearing or mailed to South San Luis Obispo County Sanitation District, P.O. Box 339, Oceano, CA
93475. Any written protest must a) include the name and signature of the property owner or customer submitting the protest;
b) identify the affected property(ies) by address or Assessor’s Parcel Number; c) state opposition to the increase. Only one protest
will be counted per identified parcel.




THE DISTRICT’S RATES ARE PROJECTED TO REMAIN LOW COMPARED TO OTHER REGIONAL AGENCIES.

The District’s rates are very low compared to other statewide and regional agencies. The total monthly sewer bills
paid by residents of Arroyo Grande, Grover Beach, and Oceano are among the lowest in the region as shown on
the following survey. These charges include both the District’s charge for wastewater treatment as well each local
agency’s charge for sewer collection services. With the proposed rate increases, charges are projected to remain
low compared to other statewide and regional agencies.

WHY ARE RATE INCREASES NEEDED?

The proposed rate adjustments are needed to fund a major upgrade to the District’s regional wastewater
treatment plant and keep revenues aligned with the cost of providing service. Key factors driving the need for
the rate increases include:

» State-Mandated Wastewater Treatment Plant Upgrades — The District needs to fund a major upgrade to
the regional wastewater treatment plant in order to meet regulatory requirements mandated by the
Regional Water Quality Control Board and improve reliability of service. Based on updated engineering
estimates, the project is estimated to cost approximately $19 million. The upgrade will also result in over
$400,000 of new operating costs. The District anticipates pursuing low-interest-rate financing from
California’s State Revolving Fund Financing Program to help minimize annual debt service for the project.

> Repair & Replacement of Aging Wastewater Treatment Facilities — The District’s regional treatment plant
was originally constructed almost 50 years ago in 1966 and has subsequently been upgraded and
expanded to its current configuration. Due to the age and condition of various components of its facilities,
the District will need to make ongoing investments to keep its aging facilities in good operating condition
and ensure continued compliance with stringent environmental regulatory requirements.

» Ongoing Cost Inflation — Small annual rate increases are also needed to keep revenues in line with ongoing
operating cost inflation. The District anticipates facing annual increases in costs for staffing, electricity,
chemicals, insurance, and other operating expenses.

The District has implemented a number of cost-cutting measures in recent years and remains committed to
providing high-quality service as cost-efficiently as possible. For more information about the District and the
proposed rate increases, please visit our website at www.sslocsd.org or contact us at (805) 489-6666.
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California Sewer Rate Structures



California Sewer Rate Structures

California wastewater agencies use a variety of rate structures to recover the costs of providing
service. Bartle Wells Associates believes that a wide range of rate structures can be appropriate,
equitable, and legally defensible, while reflecting the policy preferences of each agency. This memo
summarizes common types of residential and commercial wastewater rate structures used in
California and provides brief background on some general issues regarding wastewater rates.
Estimates of the percentage or proportion of agencies that use different types of rate structures are
based on a) Bartle Wells Associate’s experience with hundreds of California wastewater agencies and
b) the State Water Resources Control Board’s Wastewater User Charge Survey and Report, a survey of
over 400 California wastewater agencies.

Residential Sewer Rate Structures

e Roughly 65% to 75% of agencies throughout California levy fixed residential sewer service
charges. The charge is generally based on a reasonable estimate of average wastewater
discharge per residential dwelling unit. Of these agencies, roughly 50% to 60% levy the same
standard charge on all residential units, while the others levy reduced charges on multi-family
dwelling units that typically in the range of 70% to 90% of the charge for single family homes.

e Roughly 25% to 35% of California agencies have sewer rates that include a variable rate
component. Many of these agencies have both a fixed and variable, usage based charge. The
variable rate component is typically based on winter water use as a proxy for sewer discharge
since there is minimal outdoor irrigation during winter months. Some agencies with variable
rates subject the charges to a minimum and/or maximum charge. A minimum charge ensures
that even customers with very low levels of water use pays at least a minimum amount
towards the fixed costs of service. A maximum charge helps ensure that customers are not
overbilled, such as due to water use for landscape irrigation.

e A small number of agencies levy residential sewer rates that vary based on other factors such
as number of bedrooms or plumbing fixture units as proxies for wastewater demand.

Commercial Sewer Rate Structures

e Roughly half of California agencies have fixed commercial sewer rate structures, with
commercial rates based on estimates of wastewater capacity needs, flow, and/or strength for
different customer types or classes. These agencies use a wide range of approaches to
reasonably estimate commercial wastewater capacity needs, flow, and strength, and
determine reasonable rates. These approaches include:

0 Square footage of building area for different types of commercial uses



Number of plumbing fixture units
Fixed charge based on water meter size

Estimates of monthly water use and/or winter water use

O O O O

Other factors such as average daily attendance (ADA) of students, number of seats in a
restaurant, number of washing machines in a laundromat, etc.

The other half of California agencies bill commercial accounts based on metered water
consumption. These charges are typically based on all monthly use throughout the year, but
some agencies only bill based on winter water use. These agencies sometimes have rates that
include both a fixed and variable rate component. Some agencies have numerous customer
classes that apply to specific types of businesses (e.g. restaurant, retail store, professional
office, auto service station, etc.) while others have a relatively small number of generic
customer classes based on wastewater strength (e.g. low strength, moderate strength, mod-
high strength, high strength, etc.)

Fixed & Variable Rates

Fixed and variable rate structures can both be appropriate and equitable methods for cost recovery.

Bartle Wells Associates believes agencies may legitimately opt to use different types of rate

structures depending on their policy preferences provided they can provide justification that their

rates reasonably reflect the costs of providing service. For example, the policy preferences of one

agency may be to recover fixed residential charges (e.g. $50 per month), another similar agency can

opt to recover variable residential charges based on metered water use (e.g. $6.50 per hundred cubic

feet of metered winter water use), while a third similar agency may opt for some combination of

fixed and variable charges (e.g. $20 per month plus $3.75 per hcf of metered water use).

Fixed rates are widely used as most of the costs of providing wastewater service — often in
excess of 90% of expenses — are typically fixed costs that do not vary with changes in the
volume of wastewater flow. For example, most of the costs of operating, maintaining, and
administering the wastewater system, need to be incurred so the system is both ready to
serve customers and capable of processing their wastewater at all times while meeting a
range regulatory requirements. This does not imply that all costs should be equally divided by
all accounts. Rather it implies that fixed charges can equitably reflect the cost of service
provided the costs are reasonably allocated to customers based on their proportional share of
wastewater system capacity needs.

Variable charges can also be an equitable method of cost recovery, even for agencies with a
high level of fixed costs. Even though a high percentage costs may be fixed expenses, many
agencies find it fair and appropriate to recover those costs proportionally based on the
capacity needs and/or estimated wastewater characteristics of different customer types.
What is important is not whether an expense is fixed or variable, but revenue recovery



Wastewater Flow & Strength Estimates

Unlike water consumption, which can be reasonably accurately measured by water meters, the

volume of wastewater discharge cannot easily or cost-effectively be metered. Likewise, it is

extremely impractical and cost-prohibitive to physically sample and analyze every customer’s

wastewater to determine their wastewater strength concentrations or loadings, and wastewater

sampling data can fluctuate widely based on range of factors rendering the data subject to

interpretation. Due to these limitations, California agencies have used a range of alternative

approaches to reasonably estimate the wastewater capacity needs, flow and strength of different

customers and/or classes. These estimates provide an underlying basis for apportioning costs and

determining equitable rates for a range of customer classes.

The volume of wastewater flow generated from different types of customers is commonly
estimated based on approaches including: a) all metered water use, b) a discounted
percentage of water use (e.g. 85%) to account for water that is not discharged into the sewer
system, such as water for landscape irrigation, c) water use during the wetter winter months,
which may more accurately represent the actual wastewater discharge of some types of
connections since winter use typically excludes outdoor irrigation, or d) estimates of the
typical volume of wastewater discharge and/or system capacity requirements for different
types of connections.

Wastewater strength is often measured based on the concentration levels of Biological
Oxygen Demand (BOD) and Suspended Solids (SS). However, a small number of agencies use
Chemical Oxygen Demand (COD) or Total Organic Carbon (TOC) instead of BOD, or in some
cases also use Ammonia Nitrogen as an additional measure of wastewater strength.
Wastewater strength is most commonly estimated based on engineering and/or industry
standards, but is sometimes based on actual sampling data. Bartle Wells Associates believes a
range of wastewater strength estimates can be used provided they are supported by actual
data or fall within a reasonable range of estimates. For example, residential wastewater
strength is generally estimated to range from 175 to 250 mg/| for both BOD and SS, while the
wastewater strength of restaurants commonly ranges from 600 — 1200 mg/I for BOD and
400 — 800 mg/I for SS.
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