Attachment

Additional Detail/Explanation Needed from Review of the 
Financial Forecast and Utility Rate Analysis Report Slides

(Slide 5)  

· Please explain the assumption of how the STRP will “change service requirements”.  

· It’s stated that “revenues are not sufficient”.  What were the assumptions made on the type of financing options made for the STRP and the rate of re-sale of single family homes and how do these assumptions compare to historical trends?

(Slide 6)

· What were the assumptions used for future costs of electricity, regulatory compliance, chemicals, etc.?

(Slide 8)

· More detail is needed on the overall capital improvement program.  Then, these projects need to be analyzed to determine if all of the capital projects are necessary and required now.  Were any alternatives to this “complete program approach” considered, such as doing only parts of a project, downscaling or delaying certain areas of the project?  Unlike good business budgeting and planning there were no alternatives provided for Council consideration.

 (Slide 11)

· What was the impact of the need for “additional employees” on the rate request? Was this need ever mentioned before?

· The statement “General Effects of STRP” is too general.  Also need to specify which wastewater plant upgrades would be paid for from the rate base of all wastewater customers, existing and new.  We need to determine, specifically, what the real impact of the STRP is in the need for rate increases for upgrades (see questions in my e-mail).  

(Slide 14)

· The review projects a continued trend of reduced water sales.  This appears to be a “worst case” analysis.  Rainfall is cyclic yet the study assumes a continued trend of below normal precipitation.  Why?

· The study assumes a continuation of Phase II water restrictions.  Again, this is a cyclic situation and isn’t it possible that the City will get waivers from this requirement?

· What is the basis for the assumptions that customer water usage will drop due to wastewater service?
(Slide 23)  

· Do the “combined” rate increases represent new rate increases or do they include the already approved rate increases for the 5 years 2010 through 2014 (the 2007 approved increases made to reduce STRP assessments – paving and plant capacity)? If so, it should be clarified as to what is existing and what are new rate increases.

· With the present economic condition of our community, why isn’t the utility setting goals that would force more efficiency – such as, targeting for no more “price index” adjustments?

· What is happening to the rates for reuse and irrigation water? Was this part of the study?

(Slide 24)

· The 10,000 gallon usage is misleading and probably based on an average usage for single family homes.  When one looks at the distribution of home usage, however, we could expect many more homes using much more than 10,000 gallons and the impact of rate increases will be much greater.

· The impact on commercial users will be significantly greater and is not shown.  What would the impact be for a typical commercial customer?

· Is it probable that this much of a rate increase will dramatically reduce customer’s usage of water, further reduce revenues and require additional rate increases?  Was this considered in the business plan? Was there any sort of “price elasticity” considered in setting rates?

(Slide 30)

· Why does City Council need to consider any rate increases for 2011 at this time?
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