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Section1. EXECUTIVE SUMMARY

Background

The City of Los Altos has a sewer collection system that serves the residents and businesses within the City,
as well as a portion of the Town of Los Altos Hills. The sewer collection system has 140 miles of pipes;
wastewater is then conveyed via a sewer trunk line to the Palo Alto Regional Water Quality Control Plant
(RWQCP) for treatment. The City is one of several partner agencies that send wastewater to the RWQCP
for treatment and disposal.

Purpose

The City of Los Altos (City) retained NBS in 2022 to perform a comprehensive sewer rate study for a
number of reasons, including developing rates that support the sewer utility’s long-term financial health,
reflect the cost of providing service to each customer class, and are defensible and equitable. This report is
provided in part to assist the City in its effort to communicate transparently with the residents and
businesses it serves.

In developing new sewer rates, NBS worked cooperatively with City staff in selecting appropriate rate
alternatives. Based on input from City staff, the proposed rates are summarized in this study.

Key Findings

REVENUE REQUIREMENTS

As a part of this rate study, NBS projected revenues and expenditures on a cash flow basis for the next
twenty years. Future system rehabilitation and replacement projects are expected to draw down existing
reserves and affect annual sewer rates. Capital and operational reserve funding targets are intended to
meet the utility’s specific financial objectives and the rate adjustments aim to meet those minimum levels.
The amount of rate revenue required, that will allow reserves to be maintained at the recommended
levels, is known as the net revenue requirement.

To keep meeting net revenue requirements, critical rate adjustments — or more accurately, adjustments in
the total revenue collected from rates — are recommended over the next five years.

SEWER RATES

The current sewer rate design includes an annual fixed service charge per equivalent dwelling unit (EDU)
and a single volumetric rate based on average winter water consumption (monthly average of lowest
consecutive three months). After discussion and review of rate alternatives, City staff decided to maintain
the existing rate structure.

Figure 1 below shows the estimated annual sewer bill for a typical single-family customer in the City
compared to annual bills in other nearby communities. Even after rates are adjusted, residential customer
bills in Los Altos still compare favorably with other communities in the region. Many of these other
communities may have or may currently be going through a rate study process; and as such, sewer rates in
these communities may be higher in the future.

\ N BS City of Los Altos
Sewer Rate Study Report 1



FIGURE 1. REGIONAL ANNUAL SEWER BILL COMPARISON FOR SFR CUSTOMERS

Regional Annual Bill Comparison for Single Family Residential
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Variable Charge $686.28 $691.80 $696.89 $699.58 $709.32
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$600 ' ¢535 44 $562.65
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Palo Alto Los Altos, East Palo Alto  Mountain Sunnyvale West Valley Los Altos, Cupertino Morgan Hill
FY 22/23 Sanitary View Sanitary Proposed Sanitary
District District FY 23/24 District
Sewer rate calculation assumes a winter-based average consumption of 108 HCF Annually

FIXED CHARGES

Fixed charges can be called base charges, minimum charges, etc. Although fixed charges are typically a
significant percentage of a utility’s overall costs, utilities rarely collect 100 percent of their fixed costs
through fixed charges. In general, customers prefer that charges include a volumetric component, as there
is an inherent and widely recognized equity in a “pay-for-what-you-use” philosophy. Fixed charges are
often charged on a per equivalent dwelling unit (EDU).

VARIABLE CHARGES

In contrast, variable costs such as the cost of electricity and chemicals used in the treatment facilities tend
to change with the quantity of wastewater treated. For sewer utilities, variable charges are often based on
winter water consumption and charged on a dollar-per-unit cost (per 100 cubic feet, or hcf, in the City’s
case). Variable sewer rate structures typically include one rate ($/hcf); sometimes variable rates are
specific to customer classes (i.e., residential, commercial, etc.). The intent with a rate structure that varies
by customer class is to reflect the cost of service differences between customer classes in rates, with
respect to the amount of wastewater treated (flow based costs) as well as the costs of treating the level of
sewer “strength” (i.e., the amount of chemical oxygen demand (COD) and total suspended solids (TSS)
components). The cost per unit does not change with consumption and provides a simple and
straightforward approach from the perspective of customer understanding, rate administration, and
customer billing.

\ N BS City of Los Altos
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Study Recommendations

A public hearing and protest balloting process are the next steps required to adopt new sewer rates. As a
part of this process, NBS recommends the City take the following actions:

« Approve and Accept This Study Report: NBS recommends the City Council formally approve and
adopt this report and its recommendations. This will provide the documentation and administrative
record necessary to adopt and implement the proposed sewer rates.

+ Implement Proposed Rates: Based on successfully meeting Proposition 218 balloting requirements,
the City Council should proceed with implementing the rates proposed in this report for the next
five years. These rates are intended to ensure the continued financial health of the City’s sewer
utility.

\ N BS City of Los Altos
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Section 2.  SEWER RATE STUDY

Key Sewer Rate Study Issues

The sewer rate study was undertaken with the goal of maintaining the strong financial health of the City’s
sewer utility. Additional study goals included reviewing the existing sewer rate structure and developing
rate alternatives that promote equity among customer classes. The City has had various types of sewer
rates over the last two decades — 100% fixed, 100% volumetric, and now a combination of the two.

NBS recommends the City maintain the existing rate structure of a single fixed charge and a variable
charged based on the customer’s previous year’s average monthly winter water usage (lowest consecutive
three months). The fixed and variable charges were developed based on the net revenue requirements,
number of customer accounts and EDU’s, water consumption and other City-provided information.
Detailed tables showing the systematic development of the analysis are presented in Appendix B — Sewer
Rate Study Summary Tables.

Financial Plan

To identify the sewer utility’s long-term financial needs, including funding for capital improvement
projects, NBS developed a 10-year financial plan that forecasts sewer revenues, expenditures, and
projected reserves. This plan is based on the City’s current operating budget for the utility, discussions with
City staff, and related information such as capital improvement plans and financial statements.

KEY ASSUMPTIONS

The following are the key assumptions used in the rate analysis:

« Funding Capital Projects — The analysis assumes that capital project costs will be funded with
reserves and sewer rates over the next five years.

» Reserve Targets — NBS has maintained reserve targets that are based on the City’s specific needs
and accommodate the timing of annual billing on the tax roll.

« Inflation and Growth Projections — The following inflation factors were applied to revenues and
expenditures in the analysis, based on data from City staff as well as inflation averages from the
Bureau of Labor Statistics:

General inflation is 4.0 percent annually.

Labor cost inflation is 5.0 percent annually.

PERS Obligation inflation is 5.57 percent based on City trends annually.
Energy cost inflation is 5.0 percent annually.

Palo Alto RWQCP cost inflation is approximately 6.76 percent annually.
No customer growth is anticipated in order to remain conservative.

The City of Palo Alto also provided a 10-year projection of costs for the Regional Water Quality Control
Plant (RWQCP). The RWQCP cost projection includes the City’s share of annual operating costs, debt
service payments and capital improvement costs. RWQCP costs are allocated to the City of Los Altos based
on annual metered flow sent to the treatment plant; typically, the City represents around 10 percent of
total RWQCP flows.

\ N BS City of Los Altos
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KEY OBJECTIVES

This financial plan addresses three primary objectives:

1. Meeting Operating Costs: The sewer utility must generate enough revenue to cover the expenses
of sewer operations, including administration, maintenance of the collection system, and RWQCP
treatment costs. Operating costs are approximately $7.38 million in FY 2023/24.

2. Meeting Capital Improvement Costs: The sewer utility plans to adequately fund necessary capital
improvements, which includes roughly $24 million in planned capital improvements for the current
fiscal year through the end of FY 2027/28.

3. Maintaining Reserve Funds: Currently, the sewer utility’s reserves are higher than target levels.
Recommended rate adjustments will help maintain unrestricted and restricted reserve fund
balances over the next ten years, but due to the capital costs, the balances will fall below target
levels in three years of the Prop 218 rate period. After discussions with City staff, the following
reserve targets were maintained for this analysis:

Operating Reserve equals about 50 percent of the utility’s budgeted annual operating
expenses. This reserve target is equal to a six-month (or 180-day) cash cushion for normal
operations. In FY 2023/24 the operating reserve target is $3.69 million. This reserve is intended
to ensure financial stability in the event of any short-term fluctuation in revenues and/or
expenditures. Also of note, since the City collects sewer rates on the tax roll (and not on a
monthly billing cycle), a higher reserve fund level will help carry the utility through semi-annual
payments from Santa Clara County.

Capital Rehabilitation and Replacement (R&R) Reserve equal to annual capital expenditures
serves as a starting point for supporting long-term capital needs. For FY 2023/24, this reserve
target is $3.18 million and is inflated by CPI estimates each year thereafter. The primary
purpose of capital reserves is to set aside a cash resource to address long-term capital
rehabilitation and replacement needs.

City of Palo Alto RWQCP Reserve is intended to accumulate funds equal to the average 5-year
CIP costs that the City pays to Palo Alto (for RWQCP costs). Target reserve level is initially set at
$700,000.

Debt Reserves for the sewer utility’s existing debt obligations has a target level of about
$500,000 from FY 2023/23-27/28. Starting in 2028, the City will have a new debt service
payment to the City of Palo Alto for about an additional $685,000 annually. Debt reserves
increase in anticipation of new bonds being issued for projects at the RWQCP. Debt reserve
funds are typically considered restricted funds.

Figure 2 summarizes the sources and uses of funds and net revenue requirements for the next five years.
Without proposed rate increases, the City is estimated to fall to a total deficit of about $20.3 million
through 2028. Figure 3 summarizes the utility’s projected reserve funds and target balances for the next five
years.

\ N BS City of Los Altos
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FIGURE 2. SUMMARY OF SEWER REVENUE REQUIREMENTS

Summary of Sources and Uses of Funds and Net Budget Projected
Revenue Requirements FY 2022/23 FY 2023/24 FY 2024/25 FY 2025/26 FY 2026/27 FY 2027/28
Sources of Wastewater Funds
Rate Revenue Under Prevailing Rates $ 7,910,000 | $ 7,910,000 | $ 7,910,000 | $ 7,910,000 | $ 7,910,000 | $ 7,910,000
Sewer Service Charge not on Tax Roll 600,000 600,000 600,000 600,000 600,000 600,000
Non-Rate Revenues 55,000 84,563 69,972 49,071 59,435 62,077
Total Sources of Funds $ 8,565,000 $ 8,594,563 | $ 8,579,972 | $ 8,559,071 | S 8,569,435 | $ 8,572,077
Projected Annual Rate Increase 0.00% 15.00% 15.00% 15.00% 15.00% 15.00%
Additional Rate Revenue from Increases® - 1,186,500 2,550,975 4,120,121 5,924,639 7,999,835
Rate Revenue with Annual Rate Increases $ 7,910,000 | $ 9,096,500 | $ 10,460,975 | $ 12,030,121 | $ 13,834,639 | $ 15,909,835
Uses of Wastewater Funds
Los Altos Operating Expenses S 3,908,587 | $ 4,102,113 | S 4,305,256 | $ 4,518,498 | S 4,742,340 | $ 4,977,314
Palo Alto Operating Expenses 3,142,000 3,278,000 3,382,000 3,471,000 3,549,000 3,617,000
Palo Alto Debt Service 468,090 468,007 492,102 492,306 491,782 491,477
Rate-Funded Capita| Expenses - 2,151,973 5,509,254 3,057,450 5,503,738 3,310,887
Total Use of Funds $ 7,518,678 | $ 10,000,092 | $ 13,688,611 | $ 11,539,254 | $ 14,286,861 | $ 12,396,677
Net Revenue Requirement? 6,863,678 | $ 9,315,529 | $ 13,018,639 | $ 10,890,182 | $ 13,627,425 | $ 11,734,600
Reserves Used for Capital Expenses 3,084,000 1,507,617 - - - -
Surplus (Deficiency) before Rate Increase 1,046,322 (1,405,529) (5,108,639) (2,980,182) (5,717,425) (3,824,600)
Surplus (Deficiency) after Rate Increase® 1,046,322 (219,029) (2,557,664) 1,139,939 207,214 4,175,235

1. Assumes new rates are implemented July 1, 2023.

2. Total Use of Funds less non-rate revenues. This is the annual amount needed from wastewater rates.
3. The surplus/deficiency represents the dollar amount that is contributing or using reserves.

FIGURE 3. SUMMARY OF SEWER RESERVE FUNDS

Beginning Reserve Fund Balances and

Recommended Reserve Targets

Budget
FY 2022/23

FY 2023/24

FY 2024/25

Projected
FY 2025/26

FY 2026/27

FY 2027/28

Un-Restricted Reserves

Operating Reserve
Ending Balance $ 3,525,300 | $ 3,310,235 | $ 752,571 $ 1,876,172 [ $ 2,088,080 | $ 4,297,200
Recommended Minimum Target S 3,525300|S 3,690,100 |S 3,843,600 S 3,994,700 |S 4,145,700 | S 4,297,200
Capital Rehabilitation & Replacement Reserve
Ending Balance $ 4,687,617 | $ 3,180,000 | $ 3,270,000 | $ 3,370,000 | $ 3,470,000 | $ 5,260,586
Recommended Minimum Target S 3,084,000 S 3,180,000 S 3,270,000 S 3,370,000 |S 3,470,000 |S 3,580,000
City of Palo Alto RWQCP R&R Reserve
Ending Balance $ 700,000 | $ 700,000 | $ 610,000 | $ 510,000 | $ 410,000 | $ 590,000
Recommended Minimum Target S 700,000 | S 700,000 | S 600,000 | S 600,000 | S 600,000 | S 700,000
Restricted Reserves
Debt Reserve
Ending Balance $ 468,007 | $ 468,007 | $ 471,971 | $ 492,306 | $ 491,782 | $ 491,477
Recommended Minimum Target S 468,090 | S 468,007 | S 492,102 | S 492,306 | S 491,782 | S 491,477
Total Ending Balance $ 9,380,924 | $ 7,658,242 | $ 5,104,542 | S 6,248,478 | $ 6,459,862 | $ 10,639,263
Recommended Minimum Target S 7,777,390 | S 8038107 | S 8205702|S 8457,006|S 8,707,482 |5 9,068,677

A summary of the entire 10-year financial plan, showing revenue requirements, revenues, and

recommended rate increases is presented in Appendix B, which includes a summary of the City’s capital

improvement program, at the end of this report.

Cost-of-Service Summary

Once the revenue requirements are determined, the cost-of-service analysis distributes the revenue

requirements to cost classification components. These include the estimated amount of effluent (flow or

volume), effluent strengths (COD and TSS), and customer-related costs (e.g., billing and administrative

costs). Figure 4 shows the net revenue requirements of $9,096,500 to be collected from sewer rates in the

first year.

City of Los Altos
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FIGURE 4. RATE REVENUE REQUIREMENTS BY COST CLASSIFICATION

Adjustment to Current Rate Level:

Total

| Customer

ONBS

Adjusted Net Revenue Req'ts $ 9,096,500 | $ 4,505,760 | $ 1,714,007 | $ 1,714,007 | $ 1,162,726
Percent of Revenue 49.5% 18.8% 18.8% 12.8%

Actual sewer flow data from FY 2020/21 was used in the Study. The City uses average winter water
consumption from the previous calendar year (lowest water consumption for three months) to estimate
annual sewer usage®.

Figure 5 shows winter-average flow by customer class. The City’s sewer customer classes are represented
by the following types of customers: single-family residential, multi-family residential, commercial, and
public/institutional.

FIGURE 5. SUMMARY OF FLOW TO TREATMENT PLANT

Annual Winter{ Percentage

Customer Class’ Number of Average Based | of Adjusted
Accounts
Volume (HCF) [ Volume

Residential

Single Family Home 10,363 1,062,455 80.3%

Multifamily Residence (2 units) 65 2,744 0.2%

Multifamily Residence (3-4 units) 11 475 0.0%

Multifamily Residence (5+ units) 68 60,592 4.6%

Condominium Unit 1,033 52,954 4.0%
Commercial

Commercial/Industrial 458 41,829 3.2%

Church 22 4,001 0.3%

Restaurant 69 78,160 5.9%
Public/Institutional

Government 10 3,207 0.2%

Institutional 3 10,369 0.8%

Parks 4 2,119 0.2%

School 10 3,991 0.3%
Total: 12,116 1,322,896 100%

1. Customer billing data summarized from data Source: ~Data for Report_2021.22_JT.xIsx

Figure 6 compares the total number of accounts and equivalent dwelling units (EDUs) by customer class.
EDUs are assigned to customers based on average winter water consumption. Typically, a single-family
residential customer represents one EDU. Multi-family residential customers are assigned one EDU per unit
(i.e., a triplex would be equal to three EDUs). Commercial customer EDUs are recalculated annually based
on water consumption data from California Water Company (Cal Water).

Figure 7 develops the strength allocation factors of chemical oxygen demand (COD) and total suspended
solids (TSS). This represents the strain each customer class puts on the treatment plant based on what the
customer puts into the sewer system for treatment. For example, the food waste discharge at restaurants

1 The City bills sewer usage on a per unit basis; one estimated sewer unit is equal to 748 gallons or one (1) hundred cubic feet

(hef).

City of Los Altos
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will take more effort for the plant to treat than a single family home, which mostly discharges water from

toilets, sinks, etc. into the sewer system.

FIGURE 6. SUMMARY OF SEWER CUSTOMER ACCOUNTS AND EQUIVALENT DWELLING UNITS (EDU’S)

Number of
Customer Class Number of | Percent of | Equivalent | Percent of
Accounts® Total Dwelling Total
Units®
Residential
Single Family Home 10,363 86.0% 10,363 74.6%
Multifamily Residence (2 units) 65 0.5% 130 0.9%
Multifamily Residence (3-4 units) 11 0.1% 34 0.2%
Multifamily Residence (5+ units) 68 0.6% 550 4.0%
Condominium Unit 1,033 8.6% 1,033 7.4%
Commercial -
Commercial/Industrial 458 3.8% 554 4.0%
Church 22 0.2% 77 0.6%
Restaurant - 0.0% 770 5.5%
Public/Institutional -
Government 10 0.1% 89 0.6%
Institutional 3 0.0% 125 0.9%
Parks 4 0.0% 58 0.4%
School 10 0.1% 109 0.8%
Total: 12,047 100% 13,892 100%

1. Data Source: ~Data for Report_2021.22_JT.xlIsx

FIGURE 7. SUMMARY OF STRENGTH ALLOCATION FACTOR FOR COD AND TSS

Adjusted Chemical Oxygen Demand (COD) Total Suspended Solids (TSS)
Annual Annu-aI- (e Average 5 Average 5
(million Calculated |Adjusted COD | Percent of Adjusted TSS | Percent of
Customer Class Volume Total Strength Strength
(HCF) gallons) Factor (mg/I)* COD (lbs./yr.) (Ibs./yr.) Factor (mg/l)" (Ibs./yr.) Total

Residential

Single Family Home 959,544 717.79 622 3,723,506 4,049,292 72.0% 250 1,979,172 74.8%

Multifamily Residence (2 units) 2,478 1.85 622 9,617 10,458 0.2% 250 5,112 0.2%

Multifamily Residence (3-4 units) 429 0.32 622 1,664 1,809 0.0% 250 884 0.0%

Multifamily Residence (5+ units) 54,723 40.94 622 212,352 230,932 4.1% 250 112,873 4.3%

Condominium Unit 47,825 35.78 622 185,584 201,821 3.6% 250 98,644 3.7%
Commercial

Commercial/Industrial 37,778 28.26 622 146,596 159,422 2.8% 250 77,921 2.9%

Church 3,614 2.70 622 14,023 15,250 0.3% 250 7,454 0.3%

Restaurant 70,589 52.80 1,888 831,453 904,200 16.1% 600 349,437 13.2%
Public/Institutional

Government 2,896 2.17 419 7,570 8,233 0.1% 100 2,389 0.1%

Institutional 9,365 7.01 419 24,480 26,622 0.5% 100 7,727 0.3%

Parks 1,913 1.43 419 5,002 5,439 0.1% 100 1,579 0.1%

School 3,604 2.70 419 9,421 10,246 0.2% 100 2,974 0.1%
Total: 1,194,758 894 5,171,268 5,623,725 100% 2,646,165 100%

1. BOD strength factors (Source: Page G-21, SWRCB Revenue Program Guidelines Appendix G) converted to COD using formula referenced in Operation of Municipal Wastewater Treatment Plants, Chapter 17, pg. 9.

Fixed and Variable Charges

The City’s sewer rates consist of a fixed annual base charge per equivalent dwelling unit (EDU), and a

volumetric rate for water consumed. Water consumption charges are based on average winter water use

from the prior year?.

2 Average winter consumption is recalculated each year using the most recent winter water consumption (lowest consecutive 3

months).

ONBS
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The existing rate structure collects 48 percent of revenue from volumetric charges and 52 percent of
revenue from fixed charges; NBS recommends the City maintain this revenue allocation in the proposed
rates. Figure 8 calculates the fixed charge per EDU; and Figure 9 calculates the volumetric charge per HCF
for all customers. Figure 10 shows the current and proposed sewer rates through FY 2027/28.

FIGURE 8. SEWER RATE CALCULATION - FIXED CHARGES

% of Total Rev. Number of
Req't. from Fixed Charges Equivalent Rate per EDU

Total Revenue

Fixed Charges (per EDU Requi t
ges (p ) e Fixed Charges Dwelling Units

All Customers $9,096,500 52% $4,730,180 13,892 $340.49

FIGURE 9. SEWER RATE CALCULATION — VOLUMETRIC CHARGES

% of Total Rev.
Total Revenue | Req't. from Volumetric
Volumetric Charges (per HCF) Requirements | Volumetric Charges
Charges

Annual
Billable Rate per HCF
Volume (hcf)

All Customers $9,096,500 48% $4,366,320 1,322,896 $3.30

FIGURE 10. CURRENT (FY 2022/23) AND PROPOSED SEWER RATES (FY 2023/24 — FY 2027/28)

Proposed Yearly Sewer Rates

Sewer Rtescheule ‘ curent vears
FY 2023/24 FY 2024/25 FY 2025/26 FY 2026/27 FY 2027/28
Annual Fixed Service Charge per EDU $301.29 $340.49 $391.56 $450.29 $517.83 $595.50
Volumetric Rate ($/hcf)*? $2.42 $3.30 $3.80 $4.37 $5.03 $5.78

1. One Unit is equal to one HCF (Hundred Cubic Feet) or 748 gallons.
2. Rates are charged based on average winter water consumption (three lowest consecutive months from previous year).

Customer Bill Comparisons

RESIDENTIAL SEWER CUSTOMERS

Figure 11 compares typical single-family annual sewer bills over the next five years, under the current and
proposed rates. Similarly, Figure 12 compares typical multi-family annual sewer bills over the next five
years, under the current and proposed rates.

y \ N BS City of Los Altos
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FIGURE 11. ANNUAL SINGLE-FAMILY SEWER BILL COMPARISON

5 Year Annual Single Family Residential Sewer Bill Comparison
Current vs. Proposed Rates

Shown with 1 EDU & 108 hef/year
*Rates are rounded to the nearest cent $1,219.74
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FIGURE 12. ANNUAL MULTI-FAMILY SEWER BILL COMPARISON (2 UNITS)

5 Year Annual Multi Family Residential Sewer Bill Comparison
Current vs. Proposed Rates

Shown with 2 EDUs & 120 hcf/year
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COMMERCIAL SEWER CUSTOMERS

Figure 13 compares typical commercial annual sewer bills over the next five years, under the current and
proposed rates.
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FIGURE 13. ANNUAL COMMERCIAL SEWER BILL COMPARISON

5 Year Annual Commercial Sewer Bill Comparison
Current vs. Proposed Rates

Shown with 1 EDU & 196 hcf/year
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Section 3. NEXT STEPS

Next Steps

A public hearing and protest balloting process are the next steps required to adopt new sewer rates. As a
part of this process, NBS recommends the City take the following actions:

+ Approve and Accept This Study Report: NBS recommends the City Council formally approve and
adopt this report and its recommendations. This will provide the documentation and administrative
record necessary to adopt and implement the proposed sewer rates.

+ Implement Proposed Rates: Based on successfully meeting Proposition 218 balloting requirements,
the City Council should proceed with implementing the rates proposed in this report for the next
five years. These rates are intended to ensure the continued financial health of the City’s sewer
utility.

ANNUALLY REVIEW RATES AND REVENUE

Any time an agency adopts new utility rates, particularly when facing significant future capital costs, those
new rates should be closely monitored over the next several years to ensure the revenue generated is
sufficient to meet the annual revenue requirements. Changing economic and water consumption patterns
underscore the need for this review, as well as potential and unseen changing revenue requirements,
particularly those related to capital improvement and repair and replacement costs that can significantly
affect annual cash flows.

PRINCIPAL ASSUMPTIONS AND CONSIDERATIONS

In preparing this report and the recommendations included herein, NBS has relied on a number of principal
assumptions and considerations with regard to financial matters, including the City’s utility budgets, capital
improvement plans, the number of customer accounts, water consumption records, and other conditions
and events projected to occur in the future. This information and these assumptions were provided by
sources we believe to be reliable, although NBS has not independently verified this data.

While we believe NBS’ use of such information and assumptions is reasonable for the purpose of this
report and its recommendations, some assumptions will invariably not materialize as stated herein or may
vary significantly due to unanticipated events and circumstances. Therefore, the actual results can be
expected to vary from those projected to the extent that actual future conditions differ from those
assumed by us or provided to us by others.
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Section4. APPENDIX A - ABBREVIATIONS &
ACRONYMS:

AAF Average Annual Flow

Alt. Alternative

Avg. Average

AWWA American Water Works Association

BMP Best Management Practice

BOD Biochemical Oxygen Demand

CA Customer

CAP Capacity

CCl Construction Cost Index

cobD Chemical Oxygen Demand

coM Commodity

Comm. Commercial

cos Cost of Service

COSA Cost of Service Analysis

CPI Consumer Price Index

CIP Capital Improvement Program

DU Dwelling Unit

Excl. Exclude

ENR Engineering News Record

EDU Equivalent Dwelling Unit

Exp. Expense

FY Fiscal Year (e.g., July 1st to June 30th)

FY 2022/23 July 1, 2022 through June 30, 2023

GPD Gallons per Day

GPM Gallons per Minute

HCF Hundred Cubic Feet; equal to 748 gallons or 1 CCF

Ind. Industrial

LAIF Local Agency Investment Fund

Lbs. Pounds

MFR Multi-Family Residential

MGD Million Gallons per Day

MG/L Milligrams per Liter

Mo. Month

Muni. Municipal

NH3 Ammonia

N/A Not Available or Not Applicable

o&M Operational & Maintenance Expenses

Prop 13 Proposition 13 (1978) — Article XIIIA of the California Constitution which limits taxes on real property to 1 percent
of the full cash value of such property.

Prop 218 Proposition 218 (1996) — State Constitutional amendment expanded restrictions of local government revenue
collections.

Req’t Requirement

Res. Residential

Rev. Revenue

R&R Rehabilitation & Replacement

SFR Single Family Residential

TSS/SS Total Suspended Solids

V./ Vs. /vs. Versus

WWTP Waste Water Treatment Plant

3 This appendix identifies abbreviations and acronyms that may be used in this report. This appendix has not been viewed,
arranged, or edited by an attorney, nor should it be relied on as legal advice. The intent of this appendix is to support the
recognition and analysis of this report. Any questions regarding clarification of this document should be directed to staff or an
attorney specializing in this particular subject matter.
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Section 5. APPENDIX B — SEWER RATE STUDY
SUMMARY TABLES
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