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PART I: INTRODUCTION

1.1 City of Willows (The City)
The City of Willows, California (The City) was incorporated in 1886, under the
provisions of the State of California. The City operates under a Council-Manager form of
government and provides the following services: public safety, streets, sanitation, culture-
parks-recreation, public improvements, planning and zoning, and general administrative
services.

Willows is the county seat of Glenn County, California. The city is a home to regional
government offices, including the California Highway Patrol, California Department of
Motor Vehicles, the United States Bureau of Reclamation and the main offices of the
Mendocino National Forest, which comprises about one million acres of Federal land
located mostly in mountainous terrain west of Willows. According to American
Community Survey (ACS), Willows population was estimated to be 6,055 in 2017,
According to the United States Census Bureau, the city has a total area of 2.9 squate
miles, of which, 2.8 square miles is land and 0.03 square miles is water. Willows has a
number of notable historical buildings. The current post office building, which was built
in 1918, is listed on the National Register of Historic Places.

1.2 Rural Community Assistance Corporation (RCACQC)

RCAC provides training, technical and financial resources and advocacy so rural
communities can achieve their goals and visions. As a nonprofit organization established
in 1978, RCAC has provided services to low-income residents of rural, Native American,
Alaska Native and native Hawaiian communities in 13 western states and the Western
Pacific. RCAC program areas include environmental infrastructure (drinking water,
wastewater, solid waste), affordable housing, community development finance, and
economic and leadership development.

PART II. PURPOSE AND OBJECTIVE

2.1 Wastewater System
The City owns and operates a sewer infrastructure system that serves the residents and

commercial connections within the city and residents of the Northeast Willows
Community Services District. The system includes a wastewater treatment plant, a sewer
collection system and sewer lift stations, The system provides tertiary treatment of
sanitary wastewater as well as treatment and conditioning of the solids removed at the
treatment plant. RCAC was contracted by The City to complete a comprehensive analysis
of the sewer enterprise current service rates. The analysis includes detailed review of
historic and budgeted costs, with an eye toward cost savings,
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2.2 Fiscal Sustainability

An accurate and useful rate analysis not only identifies the total annual revenue
required by a utility to conduct its normal day-to-day operations, but it also
anticipates and plans for future operating and capital needs. Furthermore, the analysis
attempts to determine whether the projected revenue under existing rates will satisfy
those needs. The primary objective of this process is to ensure that the utility has the
ability to obtain sufficient funds to develop, construct, operate, maintain, and manage
its sewer system on a continuing basis, in full compliance with federal, state and local
requirements.

DISCLAIMER
The recommendations contained in this rate analysis are based on financial information

provided to RCAC by The City. Although every effort was made to ensure the reliability of this
information, no warranty is expressed or implied as to the correctness, accuracy or
completeness of the information contained herein.

PART III. FINANCIAL PLANNING

3.1 Objective of Financial Plan
The objective of developing a financial plan for water and wastewater systems is to
determine cash needs, revenue requirements and anticipated timing of utility costs to
ensure that adequate funds are available to meet operational and maintenance needs as
they occur. Financial planning for a small wastewater system normally includes an
examination of:
e Operating revenues,
Operation and maintenance (O&M) expenses,
Debt service (principal and interest payments) on borrowed funds, and
Reserve requirements,
o Debt Service Reserves
o Emergency Reserves
o Operating Reserves
o Capital Improvement (Replacement) Reserves

The financial plan calculates the minimum revenues necessary to maintain a viable and
self-sustaining enterprise.

3.2 Operating Revenues: Revenues are the main sources of income to a utility and are
typically thought of as operating and non-operating. Operating revenue is the stable and
reliable income that comes from customer rates or user charges. Non-operating revenue
such as interest on checking and reserve accounts, late payments, penalties and
reconnection fees may also be considered operating revenue if they are stable and
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dependable revenue sources. In reviewing financial statements, it was determined that
most of the sewer enterprise’s revenue is from charges for services. Therefore, for
purposes of this analysis, the FY 2017/2018 rates and number of connections was used

for operating revenue.

3.3 Operating Expenses: This is the first cost category that is considered when developing a
financial plan. Operating and maintenance costs include the day-to-day expenses of
providing wastewater disposal to customers. Expenses include labor, insurance,
materials, electricity and chemicals. Historic actual costs and the approved budget for FY
2018-2019 were the sources for costs assumptions in this analysis. Assumed inflation
rates of 3 — 5 percent were projected forward for a five year period,

34  Wastewater System Rescrves: Reserves are an accepted way to stabilize and support
utility financial management. Small systems usually fund the operating expenses but
don’t often consider putting money aside for a specific upcoming financial need or
project, or for an amount that can be used to provide rate stabilization in years when
revenues are unusually low or expenditures are unusually high. The rationale for
maintaining adequate reserve levels is two-fold. First, it helps to ensure that the utility
will have adequate funds available to meet its financial obligations in times of varying
needs. Second, it provides a framework around which financial decisions can be made to
determine when reserve balances are inadequate or excessive and what specific actions
need to be taken to remedy the situation.

Utility reserve levels can be thought of as a savings account. Reserve balances are funds
that are set aside for a specific cash flow requirement, financial need, project, task, or
legal covenant. Common reserve balances are established around the following four
areas: operating reserve, capital improvement and replacement reserve, emergency
reserve, and debt service reserve. These balances are maintained in order to meet short-
term cash flow requirements, and at the same time, minimize the risk associated with
meeting financial obligations and continued operational needs under adverse conditions.

3.4.1 Debt Service Reserve: Wastewater utilities that have issued debt to pay for
capital assets will often have required reserves that are specifically defined to
meet the legal covenants of the debt. Normally, debt service reserve represents an
amount equal to one full annual loan payment and can be accumulated to this
level over a period of five to 10 years,

On August 10, 2004, , The City entered into a loan agreement with the United
States Department of Agriculture - Rural Development Serves (USDA-RD) for a
loan agreement for the improvement of its wastewater facilities. The maximum
loan amount is $6,889,000 to be repaid over 40 years at an interest rate of
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4.125%. At June 30 2018, the loan balance was $5,934,000. The City has fully
funded the required debt reserves of approximately $352,000.

3.4.2 Short Lived Asset Reserve: Some lendets require an annual set aside for short-
lived assets. Unlike the debt service reserve, the funds in this account may be
utilized for those replacements, but they must be replenished to keep the balance
at the required amount. The Administrative Services Director told RCAC that no
short-lived asset reserve is required on the USDA-RD loan.

3.4.3 Operating Reserve: Operating reserves are established to provide the utility with
the ability to withstand short term cash-flow fluctuations. There can be a
significant length of time between when a system provides a service and when a
customer pays for that service. In addition, a system’s cash flow can be affected
by weather and seasonal demand patterns. A 45-day operating reserve is a
frequently used industry norm. Because of potential delays in collecting payment
many utilities attempt to kecp an amount of cash equal to at least 45 days or one-
eighth of their annual cash operating and maintenance (O&M) expenses in an
operating reserve to mitigate potential cash flow problems. The calculations in
this analysis assume funding a 12.5 percent operating reserve over a five year
period.

3.4.4 Emergency Reserve: In addition to operating reserves, emergency reserves are
an important tool for financial sustainability. Emergency reserves are intended to
help utilities deal with short-term emergencies which arise from time to time,
such as main breaks or pump failures. The appropriate amount of emergency
reserves will vary greatly with the size of the utilities and should depend on major
infrastructure assets. An emergency reserve is intended to fund the immediate
replacement or reconstruction of the system’s single most critical asset; an asset
whose failure will result in an immediate water outage or threat to public safety.
The Administrative Services Director stated that the debt reserves also serve as
emergency reserves. If it is utilized it must be replenished over time.

3.4.5 Capital Improvement Reserve (CIP): A capilal improvement reserve (also
called a repair and replacement reserve) is intended to be used for replacing
system assets that have become worn out or obsolete. Annual depreciation is
frequently used to estimate the minimum level of funding for this capital reserve,
but it is important to understand that depreciation expense is an accounting
concept for estimating the decline in useful life of an asset and does not represent
the current replacement cost of that asset. As an example, a brand new system
with a construction cost of $ 1 million and a service lite of 100 years should (in

City of Willows Wastewater Rate Study: Prepared by RCAC Page 6



theory) be setting aside $10,000 per year to fully capitalize the replacement cost
of the infrastructure as it wears out. Many smaller systems find this to be
impossible because of the effect on rates, which explains the large number of
small systems that are falling into disrepair.

To initiate a capital improvement plan (CIP), a small sewer system will start with
a list of assets that includes the remaining service life and theoretical replacement
costs in today’s dollars. It then calculates the monthly and annual reserve that
must be collected from each customer to fully capitalize the replacement cost of
each asset. In reality, the assets will fail and be replaced gradually, but the
replacement cost of sewer system assets is often a shock to small systems that are
struggling to keep rates reasonable.

One alternative method is to set-aside an annual amount equal to one-to-two
percent of the total original cost asset value of the utility's property. Larger
systems often have sufficient non-operating revenue to fund these reserve levels
without affecting rates, but smaller systems often do not, leaving them to fund
their CIP reserves from rates alone. The City periodically reviews and updates its
reserve policy and budgeted reserve amounts to ensure that the Wastewater
Enterprise has sufficient resources to adequately provide for capital projects and
unforeseen emergencies. The equipment depreciation schedule indicates total
purchase costs of $13,890,379. Assuming a past inflation rate of 2% and future
inflation rate of 3 percent and assuming 20 percent of the costs will be funded
through grants, 60 percent funded with loans, the annual CIP contribution should
be $345,080. Due to the impact on the customers, an alternative budget was
created assuming only $200,000 annual contribution to CIP reserves.

PART IV: AFFORDABILITY INDEX
4.1 Median Household Income

The affordability index measures the burden of costs passed from the utility to the users
against the median household income (MHI) for the area and is used by funding agencies
to determine grant and low interest loan eligibility. Many funding organizations look for
an affordability ratio of a minimum of 1.5 percent before approving grant money to low
income communities. According to 2017 American Community Surveys (ACS), Willows
had an estimated MHT of $50,429. The City currently has a residential sewer service rate
of $40.19 monthly. This would put the current rate affordability index at 0.96 percent.
The proposed rate adjustment will result in an affordability index by year five that
remains under 1.5 percent.

Affordability Index = average annual residential bill for wastewater/annual MHI.
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PART V: WASTEWATER RATE BASICS

s Rate Structures
The following are types of rates structures common to wastewater systems:

5.1.1 Uniform Flat Rate: All customers pay the same amount. This type of rate is
easiest to administer; however, it may not be fair to those producing less waste.

5.1.2 Equivalent Unit (EU): In this type of structure, customers are charged by the
number of EUs determined by the type or size of the specific class of connection.
An equivalent unit is established, usually based on a single family dwelling, such
as one kitchen and one bathroom. The fee for one equivalent unit is determined.
Each customer is charged based on the number of EU’s that have been assigned to
his or her connection. For example a single family residence may be assigned one
EU while a laundromat may, by the nature of its business, be assigned four EU’s.

5.1.3 Biochemical Oxygen Demand (BOD): BOD is the amount of dissolved oxygen
needed by aerobic biological organisms in a body of water to break down organic
material present. In this type of rate structure the rate is based on waste strength
commonly associated with a particular type of connection and the necessary effort
to break down the waste.

S.1.4 Water Usage: Wastewater rates are often based on water usage. The assumption
in this case is that the more water that is used by a connection, the more
wastewater that connection will produce. With this type of rate a base rate is
established and a commodity rate is charged based on water usage.

5.2 Willows Rate Structure

The City’s current rate structure is a flat fee for all residential services and flow charges
for commercial services. The flow charges are based one hundred cubic feet (ccf) of
water used with a per unit cost based on type of commercial account. Commercial
connections are subject to a minimum charge. RCAC and The City discussed alternate
rate structure methods and The City pointed out that other methods would require
additional city personnel to maintain, consequently increasing costs.

53 Potential Growth

The City will not rely upon growth in the short-term and long-term future. Census
information indicates Willows has experienced a slow decline in population over the past
several years.
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TABLE 1: Current Rate Structure

Current Rates

Residental ($/Mo.) $ 40.19
Commercial ($/CCF)

Motel/Hotel $ 3.22
Hospital/Rest Home 3 3.17
Restaurant/Bakery $ 4.18
Market/Morgue $ 3.94
Laundry $ 3.42
Car Wash $ 3.05
Jail $ 3.54
Other Commercial $ 3.01

Part VI: BUDGETED COSTS

6.1  2019/2020 Budget

The City’s budgeted costs for the wastewater enterprise for fiscal year ended (FYE) June
30, 2020, was in the amount of $2,010,880, including $351,889 for debt service, $35,585
for operating reserves and $200,000 for CIP reserves. It is anticipated the CIP reserves
will be expended on system improvements in the same year they are collected.

6.2  Significant Costs

Typically the highest costs for operating a wastewater facility are salaries, contract
operators and utilities. The City’s costs follow that convention.

6.2.1 Electricity
In an effort to save costs, The City negotiated a power purchase agreement with a
solar company. The results of the agreement have been disappointing because
solar panels have underperformed. The City continues to seek cost reductions in

this area.

6.2.2 Salaries
Salaries for the enterprise are projected to increase by 3 percent annually.
Wastewater staff include one supervisor, two maintenance staff, level 2 and one
maintenance staff, level 1. Employee retirement and health benefits are projected

to increase by 5% annually.

6.2.3 Debt
The Wastewater enterprise has one long term note with USDA-RD with a balance

of $5,934,000 at June 30, 2018. The annual payments total approximately
$352,000. The City has attempted to refinance the debt to more favorable terms
but has been unable due the funder’s concern regarding deficiency of current
rates.
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6.2.4 Contract Operator
The City maintains a contract with Severn Trent Services, Inc., for operation of

the plant facility. The services include operations and maintenance of the
wastewater system. Charges for the services were $648,315 FYE 6/30/2018. The
2019/2020 budget projects costs of $654,000 with annual 3% increases. The
contract will expire and be up for re-negotiation on 6/30/2020,
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TABLE 2: BUDGETED COSTS FYE 6/30/2020 and PROJECTED COSTS
SUBSEQUENT YEARS

201972020 Fund 202072021 Fund 2021/2022 Fund 2022/2023 Fund 202372024 Fund
Deseription Support Sewer  Support Sewer  Support Sewcr  Support Scwer  Suppord Sewer
$ 1586774 §  1,586774 § 1986774 S  1,586774 § 1,866,774

Salaries $ 178386 § 17§ 189,250 3 194927 § 200,775
Ovedime s 16000 £ 16480 § 16914 $ 17484 § 18,008
PLRS 3 81061 § 85,114 $ 9370 % 93838 § 98,530
Heslth Insurance $ W38 5 94871 § 9565 $ 104,543 § 109,770
FICA § 16335 § 17052 § 18009 § 18910 § 19,855
Workers Compensation 1 11,50 § 1876 § 1232 § 12,599 § 125m
Unemploymeni L1 w00 § 42§ 4 8 17 8 450
Life Insurance s 252 % 52 8 252 8 252 § 252
Office Expense § 600 § 618 § 67 § 656 $ 615
Special Departmental : 4 4500 § 4635 § 474 § 4917 § 5,065
Small Tools 5 600 § 618 § 6)7 % 656 § 675
Uniform Expense ] 2800 § 2884 § 2971 % 3060 § 3,151
Telephone § 950 § 9 3 1,008 § 1038 § 1,068
PGAE s 170000 $ 175100 § 180,153 % 185764 § 191,336
Building Maintenance § 2500 § 2515 § 2652 § 2m s 2814
Vehicle Maintenance $ 20000 § 20600 $ 21208 % 285 $ 2510
Vehicke - Tires $ 2000 § 200 § 22§ 2185 § 2251
Vehicle - Fuel s 14000 $ 4420 § 14853 % 15298 § 15,757
Lquipmenl Maintenance H 21000 § 21630 $ 2219 % 2947 § 2,66
Prolessional Services 5 0,000 § 20,600 § 20218 S 21855 § 22,510
Contractual Secvices s 654000 $ 67620 § 693829 § 71464) § 736,083
Insurance $ 25600 § 26368 $ 22159 § 21914 % 28,813
Travel & Meetings 5 o § 309 § Jg s ;s 338
Dugs & Memberships s 2000 § 2060 § PAV/ER 2185 § 2251
Training H w0 § 309 § 38 8 2§ 138
First Aid & Safety 5 250 § B8 § 25 3 2n 3 Al
Discharge Peail $ 10500 § 10815 § 1139 § 14M § 1818
General Administcation H 204 § V551 § 81938 § 84396 3 86,928
Total Operating Costs s 1423406 3§ 1469838 § 1507885 $ 1567552 § 1618917
Sewer Loan Repayment - 2007 Renovalion b 351,869 § 352083 § 3520M $ 35185 § 351429
Debl Reserves (Assumes one Anrual Payment is Fully Funded) H ) -8 - 8 -8

Operating Reserves (assumes funding 12,5% of annual budget over § years) $ 155685 § 36,46 § 17941 § 39,189 § 40473
Emergency Reserves (assumes (ully funding @ 6/3(/2019)

Capital Improvemenl Reserves $ 200000 $ 250000 § 200000 § 250000 § 200,000
Total Costs $ 2010880 $ 2108684 § 21079 § 2208594 § 2210819
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Part VII: RATE ANALYSIS

7.1 Current Rates
In reviewing the current rate against the projected costs, it is clear the rates will not cover
the costs, even with the reduction in CIP reserve funding. Table 3, below, compares
current rates to projected costs.

TABLE 3: CURRENT RATES AGAINST PROJECTED COSTS

Current Rates agalnst Projected Cosla # Unils Billed | Monthly Rate Mon:;e:f:enu: Annu ;;:?ﬁ:“n“

Residential - In City Limils 247618 40.1915 9951044 | § 1,194,125

Resilential - Northeast Willows CSD 302|% 40193 12137238 | § 145,649

Tolal Base Revenue 2,778 111,648 | § 1,339,774

Flaw Charges Latageey AVE’;E:_;;MW ﬂ:::)bloecll{‘::“ AnnudAl:l:\r:ﬁlecvenue

MotelHotel i 32 il )

HospitalRest Home 3 3117 |8

Restauran/Bakery 3 4.18 -8

MarketMorgue § 394 k) =

Laundry M 34l 18 -

Car Wash 3 3.08 ol L) .

Jail 3 154 kS

Dther Commercia! § 101 *1$

Totsl Fluw Charges ] o $ 260,000

Counly Fees (Contre Revenue) S {13,000),

Budget Assuming 3% - 5% nBatlon per year 6/30/2020 6/3012021 /302022 6/30/2023 6/302024] 5§ Year Totat
Toial Monlhly Required Reserves Fund $ 196321 % 19632 § 19632 | § 19632 | § 19632

Total yearly required reserve fund 3 235585 § 286,746 | § 279471 § 289189 | § 240473 |$ 1,289,940
Debt Scrvice 3 351889 ) § 352083 | 8 152071 | 8 351853 |5 3514298 1,59325
Sewer Mainicnance - Personnel $ 1942721 § 409847 3 426076 | § 42990 | 8 460618 ]S 2,133 803
Sewcr Maintenance - Operations 3 10091148 1060,008 | § 1,091,808 | § 1124563 |8 1,(58299]§ 5463812
Total Operating Budget § 2,010,880 | § 2,108,684 | § 2,107903 | § 2208594 |S 2210819 |8 10,646,981
Revenue: 153112020 13172021 1312022 1312023 1/312024 | 5 Year Total
Esimated Annual Revenue From Base Rale 3 1397M|8 1339774 | § 1339774 | § 1339774 | § 1339774 $ 6,699,869
Estimated Annual Reverue - Usage Charges $ 2600008 260000 | § 260,000 | § 260000 |5 260000 $ 1,300,000
Estimated County Cost of Collection (Confra Revenue $ (13,000} § {13,000)] $ (13,0000 § (13,0000 3 {13,000 § {65,000)
Tolal Operaling Revenue § 15867748 1,586,774 | § 1586774 | § 158677418 1586774 | § 7933869
Net Operating Revenue/(Luss) §  (424,106)] § (521,910)| § (521,129)| § (620,821)[ §  (624,045) 3  (2,713,001)
Non-Operating Revenve

Interest Revenue $ 15000 | § 15000 | § 15000 | $ 15000 | 8 15000 § 75,000
Scwer Connection 3 15000 | § 15000 | § 15000 | § 15000 | 8 150001 § .00
Interest on Sewer Canncelion Fees 1 3500 § 3500 (8 1500 | § 3500 | § 35013 17,500
{Ttal Non-Operating Income § 315008 33500 | § 33500 | § 33500 | § 315001 § 167,500
Net Revenue/(Loss) §  (390,606)| § (488,410)| § (487,629)] § (SHE.JZI)JS (590,545)] 8 (2.545,511))
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7.2 Recommended Rate Adjustment
In analyzing the information, a number of alternatives and cost cutting measures were
discussed with The City management. While it would normally be recommended that a
much higher amount in CIP reserves be funded, the impact to the rates was prohibitive.
Various rate alternatives with the reduced CIP reserve funding were explored. The City
opted to spread the necessary increase over a five year period with a 9.5 percent increase
in the first year followed by 9.3 percent annual increases in subsequent years. It is
expected the first two years will be operated at a significant loss that will be recovered in
the final three years of these projections. Table 4 illustrates this recommendation.

TABLE 4: RECOMMENDED RATE ADJUSTMENT

Avemge Average
AdJusted Rales against Projactad Costs # Units Billed | Monthly Rate Adjusiment Adusted Rate Monihly Annual Fee
Ravenue Revenue
9.50%
Residential - Jn City Limits 2476 | § 40{5}8 1828 Mol |§ 10896393 | S 1307567
Residentinl - Northeast Willsws CSD s 401918 3828 4401 |3 1329043 | § 159,485
Totel Base Reveaue 1,778 122,254 | § 1,467,052
Flow Charges Rate Per CCF Adjusiment Adjusted Rate Avecage Aanual | Billable Usage Ar:lvu:.lml?l:w
Usage (100 CFs) Hevenue
9.50%

{MoieVRotel 3 3,22 0.3059) § 353 s -
Hospila/Rest Home 5 3178 030|S 347 $
Rostaurant/Bakery 5 41818 040 |8 4,58 s .
Muarket/Morg, 5 1% ]S 017 (s 4.31 «|s
Laundry [ 42| 8 032|$ 3114 -|s
Car Wash 3 JO5|S 02e|% 134 1S
Jai 3 154 |8% 014 |8 1.88 ol ]

(Other Commercial ] 301 | % 02918 1,30 18
Total Flow Charges $ . $ $ 184,700
County Fees (Contra Revenus) S (13.000)

Five Year

Budgot Assumlag 3%- 5% loflation per year 613012020 6/3012021 6130/2022 6/302023 saoizozd| T T
Tole} Monthly Required Reserves Fund 3 19632 | § 19632 | $ 19632 | § 19632 | 8 19,632
Total yearly required reserve fund 5 235585 | § 286746 | § 20794713 28989 | § 24047315 1289940 |
Debt Service 5 351889 | 8 352083 | § 352071 | § 351851 | § 3514201 § 1759325

[Sewer Muinienance « Personnel s 2| 409847 | § 426076 | $ 1429%0 | § 460618 | § 213380
Sewer Maintenance - Operalions $ 1029134 |8 1,060,008 | § 1,091,808 | § 1124563 | 1LISB2w | § 5463812
Total Operating Costs $ 2010880 |5 2.100,684 | § 2,107,903 | § 2,208,594 | § 2,210,819 | $ 10,646,881

. 61302022 6/30/2023 6/3012024
6 om;:r;:lA“"l Assumes 9,3% Arsumes 3.3% | Assumes 3.3% Fi',;my.:"
lacrmgse Aonusl Jocrense Annusl incresse | Annug) Increase

[Estamated Ansusl Revenus From Base Rate $ 1467052 | % 1603498 | $ 17152613 | § 915,606 | § 2JK3757 | $ 44832516

[E i d Annual R - Flow Charyes 3 284.700 | § 311477 |8 4017 $ 371747 | § 106320 | § 1714061
Estimated County Cust of Collection (Cantra Revenue 3 (13,000)] 3 (13,000 $ (13,000)| 5 (13,000)] § 12,000} $ _f&sm
Total Opevsting Revenle 3 178752 | § 1| 901665 | € 20719729 | § 2274353 | & 2487077 | 8 10481577
Nel Operating Revenue/(Losn) 5 (272.128)] § (207.019)] $ {28,174)| 8 65,759 | § 276,258 | S (165304)
Non-Operating Revenue
Inlerest Revenus 3 15000 | $ 15000 | § 15000 | § 15,000 | & 15000 | § 75,000
Bewer Connection 5 15,000 | $ 15000 | § 15000 | § 15000 | $ 15000 | § 75,000
Interest on Sewer Connection Fevs $ 3500 | § 3500 | 8 3,500 | & 3500 | 8 35001 S 17,500
Tolal Non-()oezn_ti’ng [ncowe $ 33,500 | § 33500 | 8 33500 |8 350018 335001 § 162.500
Nol Revenuo/(Losa) $  (238,626)| 8 (173.519)| § 5326 | § 99,259 | S 309,758 | § 2.196

City of Willows Wastewater Rate Study: Prepared by RCAC Page 13



TABLE 5: Five Year Rate Schedule

Curen e | 2 T [T | o o o
Increase 9.5% 9.3% 9.3% 9.3% 9.3%
Affordability Index 0.96% 1.05% 1.14% 1.25% 1.37% 1.49%
Residential $ 40.19 | $ 4401 | § 48.10 | § 5257 (8% 5746 | $ 62.81
Motel/Hotel 3 322 | % 35318 38519% 421 | $ 4,60 | $ 5.03
Hospital/Rcst Home $ 3.17 | § 3478 379 $ 415 | $ 453 | % 4,95
Restaurant/Bakery $ 418 | $ 458 | § 5.00)$ 547183 5.98 | % 6.53
Market/Morgue $ 394 [ § 431 |3 47218 515 % 563 |$ 6.16
l.aundry b 342 | % 374 | § 409 | $ 4471 % 489 |% 5.34
Car Wash 3 305§ 334 |3 3.65|8 399 (8 436 |8 4.77
[ail 5 3548 388 | % 42419 463 |8 5.06 | 8% 5.53
Other Commercial $ 301§ 3.30 | § 3.60 | $ 394 | % 430 | $ 4.70

7.3  Impact of Delaying Rate Increases

Often a utility will avoid a rate increase because it is thought that the governing body is
doing the community a service by keeping rates artificially low. In fact, it is a disservice
to the community. Besides the inability to fund necessary repairs and replacements, the
rates will ultimately be higher if they are delayed. Most customers will find it is easier
accept small, incremental annual rate increases than a single large one resulting from
delayed rate adjustments.

City of Willows Wastewater Rate Study: Prepared by RCAC
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PART VIII: PROPOSITION 218

California approved Proposition 218 in 1996 requiring agencies to adopt property fees and
charges in accordance with a defined public process found in article XIII D or by associated
court decision. Water and wastewater rates are user fees under the definition and must meet

the following requirements:

* Revenues derived from the fee or charge must not exceed the funds required to
provide the property-related service.

e Revenue from the fee or charge must not be used for any purpose other than
that for which the fee or charge is imposed.

e No fee or charge may be imposed for general governmental services, such as police,
fire, ambulance, or libraries, where the service is available to the public in
substantially the same manner as it is to property owners,

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

e The fee or charge may not be imposed for service, unless the service is actually
used by, or immediately available to, the owner of the property in question.

Written notice should be given to both the record owners and customers within the arca
subject to the fee or charge. The notice shall include the following:

e The formula or schedule of charges by which the property owner or customer can
easily calculate their own potential charge.

» The basis upon which the amount of the proposed fee or charge is to be imposed on
each parcel. An explanation of the costs that the proposed fee will cover and how
the costs are allocated among property owners.

o Date, time and location of a public hearing on the rate adjustment. The public
hearing must occur 45 or more days after the mailing of the notice.

California’s Proposition 218 provides that a customer of the District or owner of record of a
parcel or parcels subject to the proposed rate increases, you may submit a protest against any or
all of the proposed rate increases by filing a written protest with the District at or before the time
the public hearing has concluded. Only one protest per parcel is counted. If written protests are
filed by a majority of the affected parcels, the proposed rate increases will not be imposed.

e
Page 15
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PART IX: CONCLUSIONS AND RECOMMENDATIONS
9.1  Key points to remember with any rate adjustment;

9.1.1 Successful utilities are those that strive to be transparent. In day-to-day
operations, The City should strive to promote its services (highlights and the low
points), and continuously educate residents on why it is necessary to raise and

adjust rates.

9.1.2 The ability of the proposed rate structure to generate adequate revenue will
depend on maintaining a vigorous collection and shut-off policy to keep
delinquent accounts at a minimum.

9.1.3 In order to achieve and maintain long-term viability, wastewater systems should
review rates annually, or no less than a minimum of every two years.

9.1.4 The City should raise rates as soon as possible after the Proposition 218 hearing to
provide sufficient revenues for funding operations and adequately fund reserves.

9.1.5 The City should establish policies for reserve accounts as recommended in this
analysis and note the individual reserve accounts in the accounting records. While
a separate bank account is not necessary for the individual reserves, they should
be noted and tracked individually.

City of Willows Wastewater Rate Study: Prepared by RCAC Page 16
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NOTICE OF POTENTIAL POSTPONEMENT

OF PROP 218 PUBLIC HEARING

At the present time, the City of Willows is planning to proceed with the Public Hearing on
proposed increases in sewer fees on May 21% as scheduled. However, if the circumstances
surrounding the COVID-19 virus are such that postponement is appropriate, the Public Hearing
will be rescheduled. A notice of postponement, if necessary, will be publicly posted in the
same manner as regularly scheduled meetings, and will be available via the City’s website at
www.cityofwillows.org, posted in the front window at City Hall, posted on the City of Willows
Facebook page, and the postponement will be advertised in the Sacramento Valley Mirror.

NOTIFICACION DE UNA POSIBLE POSTERGACION

DE LA AUDIENCIA PUBLICA DE LA PROPOSICION 218

En este momento, la ciudad de Willows esta planificando proceder con la Audiencia Pablica en
cuanto a los aumentos propuestos de las tarifas de alcantarillado, agendada para el 21 de
Mayo. Sin embargo, si las circunstancias en torno al virus COVID-19 son tales que seria
apropiado postergar, la Audiencia Publica sera agendada para otra fecha. Una notificacion de
postergacion, si es que fuera necesario, serd publicada de la misma manera que las reuniones
agendadas en forma regular, y estara disponible a través del sitio web de la Ciudad en
www.cityofwillows.org, publicadas en la ventana del frente de la Municipalidad, publicada en la
pagina de Facebook de la Ciudad De Willows, y la postergacién sera anunciada en el
Sacramento Valley Mirror.




% Willows

201 North Lassen + Willows, California 95988 « (530) 934-7041 <« FAX (530) 934-7402

March 27, 2020

PROPOSITION 218 NOTIFICATION

NOTICE OF PUBLIC HEARING
SEWER SERVICE RATE ADJUSTMENTS

HEARING DATE and TIME: Thursday, May 21 at 6:00 PM
HEARING LOCATION: Willows City Hall Council Chambers
201 North Lassen Street
Willows, CA 95988

This letter is to advise you that the City of Willows is proposing a five-year sewer rate program
adjustment for all residential and commercial customers. The proposal will be considered by the
Willows City Council at a Public Hearing on Thursday, May 21 at 6:00 PM. You are receiving this notice
in compliance with California Proposition 218 requirements that all impacted property owners are
mailed a notice of proposed rate changes at least 45 days prior to a public hearing.

If you have any questions in regard to this notice, please contact Tim Sailsbery, Administrative Services
Director, at Willows City Hall, M-F 8:30-5:00 or tsailsbery@cityofwillows.org.

BASIS OF PROPOSED RATES

The City is required, by State Law, City standards and practices, and Enterprise Fund requirements, to
collect revenues sufficient to fund current and future costs of operating, maintaining and administering
the existing sewer facilities, fund current and future debt payments, and fund capital improvements and
infrastructure replacement programs. These revenues allow the City to protect public health and safely
and reliably collect, convey, and treat wastewater. By State law, the City may not collect more revenue
than is necessary to recover the total costs of providing services. The proposed rates were developed
through a comprehensive Wastewater Rate Study designed to meet all legal requirements and fairly and
equitably recover the required revenue. The Wastewater Rate Study was prepared by Rural
Communities Assistance Corporation (RCAC) and provides a detailed explanation of the projected
inflationary impact on operating costs and is available for public review at Willows City Hall or
www.cityofwillows.org. Please note that the proposed rate schedule is at a lower level of increase than
proposed in the Wastewater Rate Study.

WHY THE CITY OF WILLOWS SEWER RATES MUST BE ADJUSTED?

Customer sewer rates are the primary source of revenue to operate the City of Willows’ sewer system.
These rates generate the revenue to operate systems, meet debt requirements, and invest in necessary

“The City of Willows is an equal opportunity provider"



replacements and upgrades. To continue the City’'s long-standing tradition of providing reliable sewer
service to our customers, rate increases are necessary to cover increasing operational costs and provide
for capital improvements and replacements. The City underwent a $10 million upgrade of the
wastewater treatment facility (completed in 2007) and, since then, has invested $2.3 million in related
collection and treatment replacements and upgrades. The City has reached the point, under the current
rate structure, where operations and a portion (not all) of the debt service are covered, but the City
must dig into depleting reserves to cover the balance of debt payments and fund any capital needs to
the sewer system. While ongoing efforts are made to contain and control operating costs were possibie,
the ongoing increase cost of maintaining and operating the system (utilities, contract services,
personnel, etc.) have outgrown current rates. In addition, reserves must be maintained for capital
projects and improvements. The proposed rate adjustment was recommended by RCAC after extensive
analysis and alternative adjustment considerations. It is the lowest adjustment that will meet the
operating needs of the sewer system.

WHAT STEPS HAS THE CITY TAKEN TO CONTAIN COST BEFORE CONSIDERING INCREASING CUSTOMER
RATES?

The City continues to analyze and review expenditures on a line by line basis, looking for opportunities
to contain cost. Several specific measures that the City has taken include conversion of part of the utility
cost to solar power through a power purchase agreement, review cost analysis of contracted treatment
plant services vs. hiring in-house Grades 4 and 3 Wastewater Treatment Operators, and annual review
of potential re-finance opportunities of existing debt. In addition, the City practices a “spend as
needed” rather than “spend to budget” approach to all operations. The City has also reduced capital
improvement/replacement activities due to current cash flow constraints.

The City has not raised rates to the community since 2007 (12 years of rate stability).

PROPOSITION 218 PUBLIC HEARING PROCEDURE

All property owners and other interested persons are invited to attend the hearing and present written
and/or oral comments. As a property owner or custamer of record of a parcel subject to the imposition
of the proposed rate adjustment, you may submit a written protest against the proposed rate changes.
Council may not impose the proposed rate increase if a majority of property owners and customers of
record subject to sewer service submit written protests. Only one written protest per identified parcel
will be counted and considered.

Written protests must include-

-Original Signature and Date

-Your name typed or printed under the signature

-The address and Assessor Parcel Number of the property

-An affirmation that you are the owner (or sewer customer of record for commercial users) of the

property
-Notification that this is a letter of protest of the proposed sewer rate adjustment

Written protests will not be accepted by e-mail or fax. Verbal protests will not be counted. Protests
must be received (not postmarked) prior to the close of the public hearing. Written protests may be
submitted in person or by mail to:



City of Willows
ATTN: City Clerk
201 North Lassen Street
Willows, CA 95988

The City Council may adopt the rates at the close of the public hearing, but reservices the right to adopt
at subsequent meeting if circumstances arise.

PROPOSED RATE SCHEDULE

The proposed rate schedule is set forth below. The rates will be adjusted based on the percentage
noted below effective July 1 of each year. The final adjustment under this resolution will be on July 1,
2024. Any subsequent adjustments will be subject to a Proposition 218 hearing.

City of Willows
Rate Schedule as Proposed in Resolution No. 03-2020

Note: Residential rates are flat rates per dwelling unit, Commercial rates are per CCF of water
used subject to the monthly mimimum charge.

5.00% 5.00% 5.00% 5.00% 5.00%

July to June JulytoJune JulytoJune JulytoJune Julytolune

Current 2020-2021 2021-2022  2022-2023 2023-2024 2024-2025
Residential and (3 40.19 | $ 4220 $ 4431(S 4652 |$ 4885 | $ 51.29
Minimum Commercial
(Monthly)
Residential Annualized | $ 482.28 | S 506.39 | § 53171 |$ 55830 $ 586.21 | $ 615.53
(Per Dwelling Unit)
Motel/Hotel S 322§ 338 (S 355|8 373 | § 391§ 4.11
Hospital/Rest Home S 317 | §$ 333|$ 349 | $ 367 (S 385§ 4.05
Restaurant/Bakery $ 418 | $ 439§ 461 $ 484 | $ 5.08 | $ 5.33
Market/Morgue S 394 (S 414 | S 434 | $ 456 | S 479 | S 5.03
Laundry $ 342§ 359 |5$ 3.77 | $ 3.96 | $ 4,16 | $ 4.36
Car Wash (3 3.05|$ 320 | $ 336 | S 353§ 3.71 | $ 3.89
lail $ 3.54($ 3.72 | §$ 390 (S 410 | $ 430 $ 4.52
Other Commercial S 3018 316 | $ 332 (S 348 | $ 3.66 | S 3.84

NOTE FOR NORTHEAST WILLOWS COMMUNITY SERVICE DISTRICT CUSTOMERS ONLY- This is the
proposed base sewer rate schedule and does not include any additional charges for debt service or
other charges imposed by NEWCSD.
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27 de Marzo, 2020
NOTIFICACION DE PROPOSICION 218

NOTIFICACION DE AUDIENCIA PUBLICA
AJUSTES A LAS TARIFAS DE SERVICIOS DE ALCANTARILLADO

FECHA y HORA de la AUDIENCIA: Jueves 21 de Mayo, 6:00pm
LUGAR de la AUDIENCIA: Willows City Hall Council Chambers
201 North Lassen Street
Willows, CA 95988

Esta carta es para informarle que la Ciudad de Willows esta proponiendo un ajuste de cinco
afios al programa de tarifas de alcantarillado para todos los clientes residenciales y comerciales.
La propuesta va a ser considerada por el Consejo Municipal de la Ciudad de Willows en una
Audiencia Publica el Jueves 21 de Mayo a las 6:00pm. Usted estd recibiendo esta notificacion en
conformidad con los requisitos de la Proposicién 218 de California, en que a todos los
propietarios afectados se les envia por correo una notificacion de los cambios de tarifa
propuestos por lo menos 45 dias antes de la audiencia publica.

Si tiene preguntas en cuanto a esta notificacidn, por favor contacte a Tim Sailsbery, Director de
Servicios Administrativos, en Willows City Hall, de Lunes a Viernes entre 8:30am y 5:00pm, o al
correo electrénico tsailsbery@cityofwillows.org

MOTIVOS DE LAS TARIFAS PROPUESTAS

Segun la Ley Estatal, estandares y practicas de la Ciudad, y requisitos para Fondos
Empresariales, a la Ciudad se le requiere recolectar ingresos suficientes para financiar los costos
actuales y futuros de operacidn, mantenimiento, y administracién de instalaciones de
alcantarillado existentes, financiar pagos de deudas actuales y futuros, y financiar programas
importantes para el mejoramiento y el reemplazo de infraestructura. Estos ingresos permiten
que la Ciudad proteja la salud publica y que, en forma segura y confiable, distribuya y trate las
aguas servidas. Segun la Ley Estatal, la Ciudad no puede recolectar mas ingresos de los
necesarios para recuperar os costos totales de otorgar servicios. Las tarifas propuestas fueron
desarrolladas a través de un extenso Estudio de Tarifas de Aguas Servidas disefiado para
cumplir con todos los requisitos legales y de forma justa y equitativa recuperar los ingresos
requeridos. El Estudio de Tarifas de Aguas Servidas fue preparado por la Corporacién de
Asistencia a Comunidades Rurales (RCAC, por sus siglas en inglés) y provee una explicacién en
detalle del impacto inflacionario proyectado en cuanto a los costos operativos, y esta disponible

“The City of Willows is an equal opportunity provider”



para revision publica en Willows City Hall o en la pagina de internet www .cityofwillows.org . Por
favor, haga nota de que la agenda de tarifas propuestas estd en un menor nivel de aumento de
lo documentado en el Estudio de Tarifas de Aguas Servidas.

¢POR QUE DEBEN SER AJUSTADAS LAS TARIFAS DE ALCANTARILLADO DE LA CIUDAD DE
WILLOWS?

Las tarifas de alcantarillado para los clientes son la fuente principal de ingresos para operar el
sistema de alcantarillado de la Ciudad de Willows. Estas tarifas generan los ingresos para operar
los sistemas, cumplir con los requisitos de las deudas, e invertir en repuestos y actualizaciones
necesarias. Para continuar con la bien establecida tradicién de la Ciudad de proveer un servicio
de alcantarillado confiable para nuestros clientes, es necesario alzar las tarifas para cubrir el
aumento de los costos operativos y de realizar mejoras y reemplazos importantes. La Ciudad
realizé una actualizacion a la instalacion de tratamiento de aguas servidas de $10 millones
(completada el 2007) y, desde entonces, ha invertido $2.3 millones en recaudaciones
relacionadas y en reemplazos y actualizaciones del sistema de tratamiento. La Ciudad ha
llegado al punto, bajo la estructura de tarifas actual, en que las operaciones y una porcién (no
todo) de la deuda del servicio estan cubiertas, pero |a Ciudad debe recurrir a reservas en
disminucion para cubrir el saldo de los pagos de deuda y financiar cualquier necesidad
importante del sistema de alcantarillado. A pesar de que se realizan esfuerzos continuos para
contener y controlar los costos operativos cuando es posible, el aumento continuo del costo de
mantencién y operacién del sistema (servicios publicos, servicios contratados, personal, etc.),
ha superado las tarifas actuales. Ademas, las reservas deben ser mantenidas para proyectos y

mejoras esenciales.

¢QUE PASOS A TOMADO LA CIUDAD PARA MANTENER LOS COSTOS ANTES DE CONSIDERAR EL
AUMENTO A LAS TARIFAS AL CLIENTE?

La Ciudad continta analizando y revisando los gastos detalladamente, buscado oportunidades
para contener los costos. Varias medidas especificas que ha tomado la Ciudad incluyen
conversidn de parte de los costos de servicios publicos a energia solar a través de un acuerdo
de compra de energia, revisidn de analisis de costos de servicios contratados para plantas de
tratamiento en comparacién a contratar Operadores de Tratamiento de Aguas Servidas Grados
4y 3 ya existentes, y una revision anual de posibles oportunidades de refinanciamiento de la
deuda existente. Ademas, la Ciudad realiza un enfoque de “gastar cuando se necesite” en lugar
de “gastar para presupuestar” para todas las operaciones. La Ciudad también ha reducido
actividades de reemplazo/mejoras esenciales debido a restricciones en el flujo actual de

efectivo.

Las Ciudad no ha aumentado las tarifas a la comunidad desde el 2007 (12 afios de estabilidad
de las tarifas).



PROCEDIMIENTO DE LA AUDIENCIA PUBLICA DE LA PROPOSICION 218

Todos los propietarios y otras personas interesadas estén invitadas a asistir a la audiencia y
presentar comentarios orales y/o escritos. Como propietario o cliente registrado de un lote
sujeto a la imposicion del ajuste propuesto de la tarifa, usted puede someter una protesta por
escrito en contra de los cambios propuestos a las tarifas. Si una mayoria de propietarios y
clientes registrados sujetos a servicios de alcantarillado someten protestas por escrito, el
Consejo Municipal puede no imponer el aumento propuesto a las tarifas. Sélo se contard y
considerara una propuesta escrita por lote identificado.

Las protestas por escrito deben incluir —

- Firma Original y Fecha

- Sunombre tipiado o en letra de molde bajo la firma

- Ladireccion y Nimero de Lote del Evaluador (Assessor Parcel Number) de la propiedad

- Una confirmacién de que usted es el duefio (o el cliente del sistema de alcantarillado
registrado para usuarios comerciales) de la propiedad

- Notificacion de que ésta es una carta de protesta al ajuste propuesto de la tarifa de

alcantarillado.

Las protestas por escrito no seran aceptadas mediante fax o correo electrénico (email). Las
protestas verbales no serdn consideradas. Las protestas deben ser recibidas (no franqueadas o
selladas) antes de que finalice la audiencia publica. Las protestas por escrito pueden ser
entregadas en persona o por correo a:

City of Willows
ATTN: City Clerk
201 North Lassen Street
Willows, CA 95988

El Consejo Municipal de la Ciudad puede adoptar las tarifas al final de fa audiencia publica, pero
se reserva el derecho de adoptar |as tarifas en una reunidn subsecuente si surgen las

circunstancias.

AGENDA DE TARIFAS PROPUESTA

La agenda de tarifas propuesta se encuentra a continuacion, Las tarifas serdn ajustadas de
acuerdo al porcentaje a continuacidn con efecto el 1 de Julio de cada afio. El ajuste final de
acuerdo a esta resolucion serd el 1 de Julio del 2024. Cualquier ajuste subsecuente estara

sujeto a una audiencia de Proposicion 218.



Ciudad de Willows

Agenda de tarifas como se propone en la Resolucién No. 03-2020

Nota:

Las tarifas residenciales son tarifas fijas por unidad de vivienda. Las tarifas

comerciales son por CCF de agua usada sujetas al cargo minimo mensual.

5.00% 5.00% 5.00% 5.00% 5.00%
Julio aJunio  Julio alunio  JulioaJunio Julio alunio Julio a Junio
- ) ~ Actual 2020-2021  2021-2022 2022 -2023 2023-2024 2024 -2025
Residencial y Minimo Comercial S 40.19 S 42.20 $ 4431 | § 4652 S 4885 $ 51.29
AMensual) . —
Residencial Anualizado (Por $ 48228 | $ 50639 | § 53171 | § 55830 | $ 58621 | $ 61553
Unidad de Vivienda)
Motel/Hotel S 322 $ 338 | $ 355 | $ 373 $ 391 5 411
Hospital/Casa de Reposo § 317 | S 333 | § 349 S 367 $ 3.85 § 405
Restaurante/Panaderia S 4.8 § 439 | § 461 S 48 | $§ 508 | $§ 533
Mercado/Morgue S 394 S 414 | $ 434 | § 456 S 479 $ 503
Lavanderfa | s 342 | s 359 | § 377 | $ 3.96 $ 4.6 $ 436
Auto-Lavado o $ 305 $ 320 $ 336 $ 353 | $ 371 $ 389
| Cércel | $ 354 | § 372 | 5 390 $ 410 $ 430 $ 452
Otros Negocios - § 301 S 3.16 $ 332 § 3.48 S 366 S 384

NOTA SOLAMENTE PARA CLIENTES DEL DISTRITO DE SERVICIOS COMUNITARIOS DEL NORESTE
DE WILLOWS — Esta es la agenda base de tarifas de alcantarillado propuesta, y no incluye cargos
adicionales por servicios de deudas u otros cargos impuestos por NEWCSD.



