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DONNER SUMMIT

PUBLIC UTILITY DISTRICT

STAFF REPORT

TO: Board of Directors
PREPARED BY: Steven Palmer, PE, CSDM, General Manager =~ £/

SUBJECT: Review Draft Water and Wastewater Utility Rate Study and Authorize
Issuance of Public Notice

RECOMMENDATION
Receive presentation on draft water and wastewater rate study from Hansford Economic
Consulting (HEC) and authorize the required Proposition 218 notice.

BACKGROUND

Donner Summit Public Utility District (DSPUD) water and wastewater rates, excluding the Big
Bend system, were last adopted in 2021. The last rate increase from the adopted rate schedules
went into effect on July 1, 2025.

In April 2025, the Board approved a professional services agreement with HEC to provide a new
water and wastewater utility rate study. HEC’s scope is separated into the following tasks:

Task 1: Data Gathering and Project Management

Task 2: Determine Revenue Requirement

Task 3: Cost of Service and Rate Design

Task 4: Present to District Board and Community Meeting
Task 5: Meet Proposition 218 Requirements

HEC and the General Manager are currently working on Task 4. Catherine Hansford presented
an overview of the rate calculations, highlighting important points for Board consideration and
input at the December 2025 meeting. The calculations were updated and a revised version was
presented to the Board at the meeting on January 20, 2026. The Board had no additional
comments on the revised calculations and a draft rate study has been completed for Board review.

DISCUSSION AND ANALYSIS
HEC'’s presentation is included as Attachment 1. The presentation provides:
1. Rate study purpose, requirements, and process
2. Consequences of not adopting the new rates
3. Methodology
a. Operations & Maintenance Costs
b. Capital Improvement Projects
c. Debt Service Requirements
d. Reserve Requirements
Rate structure
Calculated rates
Utility bill calculations and comparisons
District cash balances & goals
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8. Adoption schedule and process
Additionally, the Draft Rate Study is included as Attachment 2.

The Board is being requested to authorize issuance of the legally required Proposition 218 Public
Hearing notice (Attachment 3). The notice provides the following information:
¢ The amount of the proposed rates.
The basis for calculating the rates.
The reason for the rates.
The date, time, and location of the public hearing to adopt the rates.
Procedures for submitting a written protest.

The notice must be mailed to every property owner at least 45 days prior to the scheduled public
hearing. If a majority (50% plus one) of the property owners submit written protests, the District
cannot adopt the new rates.

If the Board authorizes sending the notice, the next steps in adopting the rates are:
e April 2026 (TBD) — Stand-alone public workshop regarding the proposed rates.
e May 19, 2026 — Proposition 218 Public Hearing at the Board meeting.

FISCAL IMPACT
The Fiscal Year 2025/2026 Operating Budget includes funding for this study, and a budget
amendment is not required.

The rates are designed to fund:
e Regular operations and maintenance, including 3%-4% annual cost increases.
e Debt service to fund capital improvement projects valued at $3,348,000 over five
years.
¢ Reserve contributions to meet debt covenants at 100% and unrestricted cash reserves
of 4 months of operating expenses for both water and wastewater.

If rates are not increased, there are significant financial consequences, including:
e Financially insolvent within two years.
e |nability to maintain the water and sewer systems.
o Hefty fines for failure to meet permit requirements.
¢ Violation of State and Federal loan requirements.

CEQA ASSESSMENT
This action is not a CEQA project.

ATTACHMENTS
1. Presentation
2. Draft Rate Study
3. Proposition 218 Public Hearing Notice
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Purpose of a Rate Study

1. Calculate the amount of money that must be collected from monthly customer
bills to support the utility’s costs

* Revenue Sufficiency - to operate the wastewater system for the next 5 years, disposing of
wastewater safely while meeting all regulatory requirements

* Fund the CIP - fund completion of capital improvements projects (CIP)

* Ensure Adequate Reserves - to ensure sufficient cash flow and to provide funds for the
unknown and emergencies

* Fulfill Financial Agreement Obligations — Meet current and potential new loan restricted
cash and debt service coverage requirements

2. Demonstrate Cost of Service

* Evaluate rate design
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Proposition 218 Requirements

1. Revenues from the fee shall not exceed funds required to provide the service.

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

3. The amount of the fee imposed as an incident of property ownership shall not
exceed the proportional cost of service to the parcel.

4. No fee may be imposed for service unless the service isused OR is
Immediately available to the parcel.

5. No fee may be imposed for general governmental services (such as police, fire,
library) where the service is available to the public at large in much the same
manner as to the parcels charged the fee.
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Rate Setting Process

* Every five years or
with impactful
change to rate
model assumptions

Determine I ’ Select Rate

Revenue
. Structure
Requirement

Cost of

Service

Calculate
Rates

Rates Review

Implement
Rates
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Cost of Service

* Each customer class pays for its cost share based on estimated use of the utility
systems

Utility Service
Costs

Ski Resorts
& Cal Trans

Residential Commercial

T HANSFORD
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Industry Standards

* The 2026 rate study follows industry standards for setting rates

» Water uses the American Water Works Association M1 Manual

» Wastewater uses the Water Environment Federal M27 Manual
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Consequences of NO Rate Increases

* Financially insolvent within 2 years
* Unable to maintain the utility systems
* Violation of State and Federal loan obligations

* Hefty State fines for failure to meet permit requirements

10 of 88

March 17, 2026
Agenda ltem: 8A
Attachment 1



Rate Study Methodology

All Data and Fees Shown in the Presentation are DRAFT



Revenue Requirement

Operations & Maintenance

System Rehabilitation & New
Infrastructure

Debt Service
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Cost of Service
& Rate Design

Functionalize Costs

Customer Count &

Characteristics

Allocate functionalized costs to
Customers

EDU Basis (sewer)

Meter Size (water)
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Operations and Maintenance Costs

* Increase 3-4% each year

Personnel

Utilities (primarily electricity)
Insurance

Chemicals, lab supplies & testing
Professional fees

Equipment maintenance
Facilities maintenance

Fleet maintenance

Sludge removal (wastewater)
Infiltration and Inflow program (wastewater)

YV VVVVYVYYYVYYVY
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Estimated Capital Improvement Projects (Cii7j Suvowo "
Pays for system rehabilitation and new infrastructure

Inflated $s

« WATER
Supply $216,000
Storage $1,082,000
Distribution $607,000
Total 5-Year Investment $1,905,000

- WASTEWATER
Collection System $811,000
Treatment Plant $632,000
Total 5-Year Investment $1,443,000

145188 HANSFORD



March 17, 2026
Agenda ltem: 8A
Attachment 1

Estimated CIP Timing and Funding (inflated $)

m Water = Wastewater _ Project Costs

$2,000,000 TOTAL $3,348,000
$1,750,000 $1,635,000 Financed $2,411,000
$1,500,000 Cash-Funded $937,000
$1,250,000
$1,000,000

$750,000 $619,000

$500,000  $350,000 $438,000

$250,000 . $165,000

$0 L
FY27 FY28 FY29 FY30 FY31
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Current Debt Service

e State Water Resources Control Board

»  Wastewater Treatment Plant Loan - fully paid
by 2041

»  Main Water System (Lake Angela) Treatment
Plant Loan - fully paid by 2048

* United States Department of Agriculture

»  Big Bend Water System Loans (2) - fully paid
by 2061

* PG&E Loans (2) - fully paid by 2030

16 6% 88
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Annual
Amount

WW Treatment Plant

Lake Angela Treatment Plant
USDA - Big Bend

PG&E

Total

$719,191
$20,007
$21,967
$9,096
$770,261



Lease/Debt Service Potential

Rate study assumes
Certificates of Participation

(COPs) with CSDA Finance
Corporation

COPs issued Fiscal Year 2028
for 20 years @ 4.50% interest

March 17, 2026
Agenda Iltem: 8A
Attachment 1

Sale in Fiscal Year 2028 Water Wastewater Total
Proceeds $1,905,000 $506,000 $2,411,000
COP Sizing
Issuance Costs 4.0% $76,200 $20,240 $96,440
Underwriter's Discount 1.0% $19,050 $5,060 $24,110
Estimated Total $2,000,250 $531,300 $2,531,550
COP Size Adjusted for Rounding $2,010,000 $540,000 $2,550,000
Estimated Annual Debt Service $123,400 $33,160 $156,560
Total Payments $3,702,000 $994,800 $4,696,800
Principal Repayment $2,010,000 $540,000 $2,550,000
Estimated Financing Charges $1,692,000 $454,800 $2,146,800
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Prudent Reserves: Debt Obligations &
District Reserve Policy

Debt Obligations
* Restricted cash reserves will equal SRF and USDA requirements (about $750,000)

* Each year, net operating income will exceed debt service by at least 1.10

* Debt service coverage of 1.20 needed for COPs

District Reserve Policies

* General operating cash reserves shall be at least 4 months (25%) of operating
expenses — achieved in rate study

* Capital cash reserves target is 50% of the CIP projected costs over the next 5 years —
not achieved in rate study

150488 HANSFORD
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Model Assumptions

* All property tax revenue put into the water fund FY27 (currently it is split
between water and wastewater) as it is a discretionary revenue source, and the

water fund has a negative balance
» District has discretion to apportion between water and wastewater each year

* Interfund loan from wastewater to water repaid within the next 5 years to bring
water fund to positive balance before seeking financing for CIP

* Two new customers (connections) added each year

» For sewer, assume these lots have future EDUs already (no connection fee revenue)
» 8 sewer EDUs shift from Existing to Future in FY27 due to demolition of buildings in

Sugar Bowl

107488 HANSFORD
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Rate Structure

Wastewater
* No changes proposed. Continue to pay by Equivalent Dwelling Unit.

An EDU is defined as the average wastewater discharge from a Single-Family Dwelling with 3
bedrooms. One EDU is considered to generate domestic wastewater, carrying minimal to

moderate load of non-hazardous contaminants such as common household cleaning and
maintenance products.

EDUs are assigned by the District at time of application for service, depending on the intended

use(s) of the property. The number of EDUs are reviewed upon change in building use and/or
application for building alterations.

Water

* Larger sized meters should be paying more per industry standards.
* Reflects sizing of system facilities to meet demand from a larger meter.
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Meter Safe Operating Capacities and Meter Ratios

Water Meters Safe Ratioto Current

Meter Size bySize GPM 3/4" Ratio
3/4" 280 30 1.00 1.00
1" 78 50 1.67 1.85
1.5" 7 100 3.33 2.50
2" 15 160 5.33 4.00
3" 2 320 10.67 6.50
4" 0 500 16.67 17.50
6" 1 1,000 33.33 26.20
Total 383

Source: AWWA M1 Manual safe operating capacity for
displacement type meters (smaller than 2-inch meters) and
C702 compound Class | meters (2-inch and larger meters).
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Calculated Water Rates

Meter Calculated WATER Rates Next Five Years

Size Current 7/1/2026 7/1/2027 7/1/2028 7/1/2029 7/1/2030
Monthly Fee

3/4" $117.65 $127.05 $137.26 $148.30 $157.98 $168.30

1" $217.66 $211.74 $228.77 $247.17 $263.31 $280.50

1.5" $294.12 $423.49 $457.54 $494.34 $526.61 $561.00

2" $470.60 $677.58 $732.07 $790.94 $842.58 $897.60

3" $764.72 $1,355.17 $1,464.13 $1,581.88 $1,685.16  $1,795.20

4" $2,058.90 $2,117.45 $2,287.71 $2,471.69 $2,633.06 $2,805.01

6" $3,082.45 $4,234.89 $4,575.42  $4,943.38  $5,266.13  $5,610.01

Overage & per thousand gallons

Temporary $11.765 $12.705 $13.726 $14.830 $15.798 $16.830
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For a typical home with a
3/4-inch meter, the monthly
fee increases 8.0% each
year the first 3 years, then
6.5% each year the last 2
years.

Change to industry
standards creates larger
increases for larger meter
sizes.



Calculated Wastewater Rates

Increase 5.0% each year the first 3 years, then 4.0% each year the last 2 years

Calculated WASTEWATER Rates Next 5 Years

Rates by Customer Current 7/1/2026 7/1/2027 7/1/2028 7/1/2029 7/1/2030
Existing Customers Monthly Fee per EDU

Inside CFD No. 1 $190.75 $202.86 $215.53 $228.83 $240.06 $251.63
Outside CFD No. 1 $240.16 $252.28 $264.95 $278.25 $289.48 $301.05
CalTrans $178.22 $192.18 $204.86 $218.16 $229.38 $240.96
Future Customers

Inside CFD No. 1 $101.64 $106.77 $113.10 $119.75 $125.37 $131.15
Outside CFD No. 1 $151.05 $156.18 $162.52 $169.17 $174.79 $180.57

Special Taxes per EDU
Inside CFD No. 1 - AllEDUs $49.42 $49.42 $49.42 $49.42 $49.42 $49.42
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Total Bill Impact for a Typical Home

m Water Wastewater
$500 $469

$447
$450 $427

$379 $402
$400 $358
$350

$300
$250
$200
$150  $240 $252
$100
$50

$0

$265 $278 $289 $301

Monthly Cost fora Home

$118 $137 $148 $158

Current 2026 2027 2028 2029 2030
Fiscal Year Ending

249188
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Comparison of Regional Utility Bills

* DSPUD special tax is excluded because special taxes & assessments are excluded from comparison communities. All bills are
calculated for a 32-inch meter using 8,000 gallons

m Water Sewer
3350 $330 $330
$305
$300 §81 $293
$261 $262
$250 $240 $242

$225

$150

$100
$50 ||||
$0

Incline North Lake Truckee Colfax Tahoe City Olympic Alpine  Northstar Tahoe DSPUD Sierra
Village Tahoe Valley Springs Cedars &  7/1/26 Lakes
Madden Ck

25 6128 HANSFORD
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Historical & Projected Cash Balances

$3,500,000  Total cash shown

ACTUAL PROJECTED . .
$3,000,000 (restricted & unrestricted)
$2,500,000

* Restricted cash is about

$2,000,000
$750,000
$1,500,000
$1,000,000
$500,000 I I I I
$0

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031
Fiscal Year Ending
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Projected Cash Balances

* Total cash shown
by utility
(restricted &
unrestricted)

$2,000,000

$1,500,000

$1,000,000

$500,000

$0

($500,000)

($1,000,000)

m Water

$1,692,660

($871,658)
2026

Wastewater

$877,170

$58,672

2027

279488

$1,360,263
$1,174,230

$714,500 $740,790

2028 2029
Fiscal Year Ending

$1,444,167

$633,994

2030
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$1,661,207

$932,135

2031



District Cash and Reserves Goals

* Unrestricted
cash only
shown

$3,000,000
$2,500,000
$2,000,000
$1,500,000
$1,000,000
$500,000
$0
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mmm Min. Op. Reserves Goal Capital Reserves Goal

-@-Unrestricted Cash
$2,655,910 $2,698,81

$2,001,880

2026 2027 2028 2029 2030
Fiscal Year Ending
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Next Steps: Fee Adoption
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Adoption Timeline 2026

March 17, April Date TBD
2024 Public
Board Meeting Workshop
April 3, 2026 May 19, 2026
Last dayto Public Hearing
mail & Fee
Proposition Resolution
218 Notices
30 o7 88
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Adoption of New Rates

* Upon close of the public hearing May 19, 2026, the protests are counted.
* |f >50% of the owners of public record protest the District cannot proceed.
* Absent a majority protest, the District can proceed with adoption of maximum rates.

* At any time in the next 5 years, the District can freeze or reduce the rates shown on the

notice but cannot increase them without another Proposition 218 public noticing
process.

sones HANSFORD
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Customer’s Right to Protest

* Every property owner has the right to protest the proposed rates included in the
Proposition 218 notice

* Only one protest per parcel can be counted

* Protest must be mailed or otherwise physically submitted in handwriting to the District
— electronic submittals are invalid

* Avalid protest will be counted if received by close of the public hearing and it includes:

1. Customer’s name (must be legible)

2. Address or Assessor Parcel Number of the property
3. Astatement of the rates being protested

4. Signature and Date

s enes HANSFORD
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Customer’s Rights after Adoption of Rates

* As of January 1, 2022, pursuant to Government Code 53759(d), there is a
120-day statute of limitation for ratepayers to challenge increased rates.

» Any challenge must be filed within 120 days of the effective date or date of final
passage, adoption, or approval of the resolution adopting the rates.

35608 HANSFORD
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ECONOMIC CONSULTING

DONNER SUMMIT PUBLIC UTILITY DISTRICT
2026 Rates Study

DRAFT

March 10, 2026
HEC No. 250457
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The following report was prepared by Hansford Economic Consulting LLC.

The analyses and findings contained within this report are based on primary data provided
by the Donner Summit Public Utility District, as well as additional secondary sources of
data available as of the date of this report. Updates to information used in this report could
change or invalidate the findings contained herein. While it is believed that the primary and
secondary sources of information are accurate, this is not guaranteed.

Every reasonable effort has been made in order that the data contained in this study reflect
the most accurate and timely information possible. No responsibility is assumed for
inaccuracies in reporting by the client, its consultants and representatives, or any other
data source used in the preparation of this study. No warranty or representation is made
that any of the projected values or results contained in this study will actually be achieved.
There will usually be differences between forecasted or projected results and actual
results due to changes in events and circumstances.

Changes in economic and social conditions due to events including, but not limited to,
major recessions, droughts, major environmental problems or disasters that would
negatively affect operations, expenses and revenues may affect the result of the findings in
this study. In addition, other factors not considered in the study may influence actual
revenues achieved. Any applications for financing, or bond sales analyses, should re-
evaluate the financial health and projection of revenues and expenses at the time of the
application or preparation for bond sale.
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Section 1: Introduction and Summary of Findings

1.1 Purpose of the Study

The Donner Summit Public Utility District (“District” or “DSPUD”) provides water, wastewater,
and recycled water utility services to residents and businesses along the 1-80 corridor, the
communities of Soda Springs and Sugar Bowl, and several ski resorts. The District’s service
territory comprises approximately 13 square miles, with customers located within both
Nevada and Placer counties. The District owns two water systems. The Lake Angela surface
water system (the “Main System”) provides potable water to the communities of Soda Springs
and Sugar Bowl (about 380 water connections). The Big Bend groundwater system provides
potable water to the community of Big Bend (29 cabins). The District also provides wastewater
treatment services to the Sierra Lakes County Water District (SLCWD) by way of agreement.

The purpose of this Utilities Rate Study (Study) is to determine the level of funding required
over the next five years to adequately fund the District so that it can safely operate both utility
systems meeting State and Federal regulatory requirements, and to determine a schedule of
property-related fees to support that level of funding. This Rate Study does not calculate fees
for the Big Bend water system.

This report provides an explanation and justification of the calculated water and wastewater
utility rates for the next five years and it documents adherence to the law regarding setting of
rates by a special district. Per California Constitution Article 13D, these types of utility rates
shall not be extended, imposed, or increased by any agency unless it meets all of the following
requirements:

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

(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.

(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.

(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. Fees or charges based
on potential or future use of a service are not permitted.

(5) No fee or charge may be imposed for general governmental services including, but not
limited to, police, fire, ambulance or library, services, where the service is available to
the public at large in substantially the same manner as itis to property owners.
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The utility financial models presented in this report project revenues and expenses and
calculate rates for the next five fiscal years with the first change in utility rates implemented
with the first quarter billing statement (July through September 2026).

1.2 Background

The District last conducted a water and wastewater utilities rate study in 2021 and a Big Bend
only water fees study in 2018. Water and wastewater rate updates are necessary at this time
to: a) ensure revenue sufficiency of the utility systems for the next five years, and b)
demonstrate the District’s ability to repay existing and planned future debts.

Rate studies are typically conducted every three to five years to ensure revenue sufficiency. As
part of the regular periodic review of the rates, best practices include maintaining financially
self-sustaining utilities, setting policies or guidelines on appropriate reserve levels, including
depreciation in the rates, and continual customer outreach to educate on the value of the
services provided.

This report presents the results of the analysis and calculated rates for the next five fiscal years
(2027 through 2031).

1.3 Rate Setting Principles and Report Organization

This report was prepared using the principles established by the American Water Works
Association (AWWA), the Water Environment Federation (WEF), and Government Finance
Officers Association (GFOA).

The AWWA “Principles of Water Rates, Fees, and Charges: Manual of Water Supply Practices”
M1 (the “M1 Manual”) establishes commonly accepted professional standards for water cost-
of-service studies. This manual is referenced in the water rate study. The wastewater rate
study uses standard industry practices outlined in the WEF Manual of Practice No. 27 and
guidelines prepared by the California State Water Resources Control Board for State Revolving
Fund financing.

The GFOA publishes guidelines on prudent reserves (cash balances) for enterprise funds.
Minimum cash balance targets for each utility fund in this Study are based on both the
District’s Reserve Policy and GFOA guidelines.

The Study is presented in five sections. Following this introduction and summary of findings,
the following four sections include:
e Section 2 - describes the historical and financial health of the District, its sources of
revenues, and major expense categories.
e Section 3 - provides the water fees methodology and calculations.
e Section 4 - provides the wastewater fees methodology and calculations.
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e Section 5 - provides a summary of the impact of the calculated five-year projection of
rates on the District’s financial health and provides a bill impact analysis for customers
of the District.

Appendix A includes support tables for the water and wastewater rate calculations.
1.4 Water Fees Findings

Water rates must increase to rectify a negative operating fund balance, to meet State loan debt
service coverage requirements, to keep pace with inflation and other anticipated operating
expense needs of the next five years, and to support necessary capital improvements to the
water system infrastructure. A rate structure change is proposed to align with industry rate-
setting as described in the AWWA M1 Manual. Specifically, the rate change updates the
calculation of meter equivalents in the methodology and increases the rates of larger sized
water meters proportionately more than the rates of smaller sized water meters. The updated
calculated water rate schedule is provided in Table 1 below.

Table 1: Calculated Five-Year Water Fee Schedule

Meter Calculated WATER Rates Next Five Years

Size Current 7/1/2026 7/1/2027 7/1/2028 7/1/2029 7/1/2030
Monthly Fee

3/4" $117.65 $127.05 $137.26 $148.30 $157.98 $168.30

1" $217.66 $211.74 $228.77 $247.17 $263.31 $280.50

1.5" $294.12 $423.49 $457.54 $494.34 $526.61 $561.00

2" $470.60 $677.58 $732.07 $790.94 $842.58 $897.60

3" $764.72 $1,355.17 $1,464.13 $1,581.88 $1,685.16  $1,795.20

4" $2,058.90 $2,117.45 $2,287.71 $2,471.69 $2,633.06 $2,805.01

6" $3,082.45 $4,234.89 $4,575.42  $4,943.38 $5,266.13  $5,610.01

Overage & per thousand gallons

Temporary $11.765 $12.705 $13.726 $14.830 $15.798 $16.830

Source: HEC 2026 Rate Study. sum water

1.5 Wastewater Fees Findings

There is no proposed change to the wastewater rate structure; rates are increased to account
for the following key factors: (1) need to increase annual revenue collection to satisfy State
loan debt service coverage requirements, (2) keep pace with inflation and other anticipated
operating expense needs, and (3) rehabilitate wastewater infrastructure assets.

The updated wastewater rate schedule is provided in Table 2.
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Table 2: Calculated Five-Year Wastewater Fee Schedule

Calculated WASTEWATER Rates Next 5 Years

Rates by Customer Current 7/1/2026 7/1/2027 7/1/2028 7/1/2029 7/1/2030
Existing Customers Monthly Fee per EDU

Inside CFD No. 1 $190.75 $202.86 $215.53 $228.83 $240.06 $251.63
Outside CFD No. 1 $240.16 $252.28 $264.95 $278.25 $289.48 $301.05
CalTrans $178.22 $192.18 $204.86 $218.16 $229.38 $240.96
Future Customers

Inside CFD No. 1 $101.64 $106.77 $113.10 $119.75 $125.37 $131.15
Outside CFD No. 1 $151.05 $156.18 $162.52 $169.17 $174.79 $180.57

Special Taxes per EDU
Inside CFD No. 1 - AILEDUs $49.42  $49.42  $49.42  $49.42  $49.42  $49.42

Source: HEC 2026 rate study. sum ww

1.6 Combined Utilities Impacts

District Impact. The impact of adopting the proposed water and wastewater rates would be to
rectify the water fund’s current negative balance and to increase cash reserves. As a best
management practice, service utilities need sufficient cash balance to:

e Serve cash flow needs

e Payfor emergencies and unplanned necessary repairs

¢ Accumulate for system rehabilitation (planned improvements)

e Provide rate stabilization

While each utility needs to assess its risks on an individual basis using knowledge of the
current status of infrastructure, regulatory requirements, cash flow irregularities and so forth,
there are some general guidelines to measure what a prudent reserve would be for the utility.
In 2022 the District adopted Reserve Policy, Policy number 3032, which includes the following
cash reserve targets:

e Operating Fund - Unrestricted cash balance of six months (180 days) of projected
operating expenses, with a minimum of four months (120 days) of projected operating
expenses.

e Capital Reserve (Equipment/Improvement) Fund - Unrestricted cash balance of 50%
of the total five-year expenditures shown in the adopted capital improvement plan (CIP)

Although the District’s unrestricted cash balances would be improved with adoption of new
rates for each utility, only the District’s target operating fund reserve will be achieved. The
District’s target capital reserve will not be achieved.
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Figure 1 shows the actual change in the District’s total cash balance between fiscal year 2021
and fiscal year 2025. During this period, the cash position did not improve materially due to the
need for capital expenditures that were not modeled in the 2021 rate study. If the District’s
fiscal year 2026 budget materializes as projected, cash reserves will be approximately $0.8
million at fiscal year-end, June 30, 2026. This level of cash reserves fails to meet the District’s
financial reserves policy and advisable GFOA guidelines. In addition, the water debt service
coverage will fall below the State’s requirement.

The proposed increased water and wastewater rates would bring the District back into full
compliance with State loan requirements within the first fiscal year and would increase cash
reserves to the District’s minimum target of four months of operating expenses within two to
four fiscal years.

Figure 1: Historical and Projected Cash Balance
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Customers Impact. District residents receive quarterly utility bills that include charges for
water and wastewater services; therefore, it is important to look at the combined impact of
increases on customer bills. Table 3 shows the total quarterly bill impact to a typical home in
the Main Water System using less than 10,000 gallons per month.

Figure 2 illustrates the total monthly bill increase for a home.
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Beginning July 1

Utility Current 2026 2027 2028 2029

2030

Quarterly Bill (3 Months)

Water $353 $381 $412 $445 $474
Wastewater $720 $757 $795 $835 $868
Total $1,073 $1,138 $1,207 $1,280 $1,342
Increase per Quarter per Year $65 $69 $73 $63
Annual Increase $258 $275 $292 $251

$505
$903
$1,408
$66
$263

Source: HEC 2026 rate study.

Figure 2: Projected Monthly Bill for a Home
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Section 2: District Revenues and Expenses

2.1 District Revenues

The District’s sources of revenue for the past five years are illustrated in Figure 3. The majority
of revenue has been from wastewater fees (including fees from SLCWD for treatment of their
wastewater). Water fees (which include Big Bend’s fees) and property taxes are the next largest
revenue sources. Interest and other miscellaneous revenues, and some grants totaling about
$55,000, complete the District’s revenue sources.

Figure 3: Sources of Revenue FY2021 - FY2025

Property Grants Interest &
Taxes 0% Other
12% 1%
Water Fees
17%
Wastewater
Fees
70%

Over the last five years, 87% of total revenues were generated by quarterly water and
wastewater fees paid by DSPUD customers, contract agreement payments from SLCWD, and
special taxes paid by most DSPUD customers. Collection of fees is based on the authorized
rate schedules adopted by the Board.

The current water rate schedules are shown in Tables 4 and 5 on the following page. The Main
Water System service area pays the schedule shown in Table 4, and Big Bend customers pay
the schedule shown in Table 5. Note that Big Bend customers only receive water service (no
wastewater service) from the District.
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Table 4: Current Water Rates (Main Water System)

Meter Size Gallons Allowed 7/1/2025 Rate
Per Month per Month

3/4" 10,000 $117.65
1" 18,500 $217.66
1.5" 25,000 $294.12
2" 40,000 $470.60
3" 65,000 $764.72
4" 175,000 $2,058.90
6" 262,000 $3,082.45
8" 350,000 $4,117.78
Overage Charge per Thousand Gallons $11.765
Source: DSPUD Ordinance 03-2021. water

Table 5: Big Bend Water Rates

Property Fees as of January 1, 2024

Type Operations [1] Debt Total
Quarterly Fees

Project Prepaid Cabins $285.82 $0.00 $285.82

Debt Service Cabins $285.82 $185.46 $471.28

Source: Public Hearing notice, October 1, 2018. bigh

[1] Operations quarterly fees increase 3% per year every January 1,
with the last authorized increase Jan 1, 2024.

The current wastewater rates are shown in Table 6. Existing customers include those
customers that have paid for capacity in the wastewater treatment plant and are connected to
the wastewater system. Future customers include those customers that have paid for capacity
in the wastewater treatment plant but are not yet connected to the wastewater system.

In 2015, the District formed Community Facilities District (CFD) No. 1, with three areas that
had the opportunity to approve or disapprove a new special tax to pay for the wastewater
treatment plant upgrade and expansion. Two of the areas voted for the new tax. One area did
not approve the new special tax. As a result, wastewater rates are different for customers
inside and outside CFD No. 1. Customers outside CFD No. 1 pay for debt service associated
with the treatment plant upgrade and expansion in their rates, whereas customers inside CFD
No. 1 pay for the majority of their share of debt service as a special tax, and a small portion of
their share of debt service in their rates. In total, all existing customers pay the same (with the
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exception of CalTrans), and all future customers pay the same. CalTrans paid for their share of
the treatment plant upgrade and expansion in one lump sum and are not obligated to make any
additional payments for the project.

Table 6: Current Wastewater Rates

7/1/2025
Rates by Customer Rate per Month
Existing Customers per EDU
Inside CFD No. 1 $190.75
Outside CFD No. 1 $240.16
CalTrans $178.22
Future Customers
Inside CFD No. 1 $101.64
Outside CFD No. 1 $151.05
Special Tax per EDU
Inside CFD No. 1 - AllLEDUs $49.42
Recycled Water Rate [1] $28.43 per 1,000 gallons
Source: Ordinances 04-2021 and 2024-01. ww

[1] Rate as of Jan. 1, 2026.

2.2 District Operating Expenses

DSPUD operating expenses include costs for personnel (salaries, wages, and benefits), power,
gas and other utilities, chemicals, lab supplies, routine maintenance of infrastructure, office
supplies, fleet costs, and other miscellaneous costs as illustrated in Figure 4. The largest cost
category is for personnel, which costs make up 47% of all operating costs. Details of historical
revenues and expenses and fiscal year 2026 budget are provided in Appendix Tables A-1 and
A-2.

Appendix Tables A-3 and A-4 show average annual percentage increases by cost category
since fiscal year 2021, including the 2026 fiscal year budget, and it compares the increases
with two consumer prices indexes. The District’s average annual cost increases of 7.0% and
4.8% for water and wastewater, respectively, are higher than the average annual cost index for
the West Region consumer price index (4.6%) and the Engineering News Record Construction
Cost Index for San Francisco (3.3%). This is common for utility providers. Some cost categories
have had notably greater increases in the last five years, in particular insurance costs and
utilities (mainly electricity). Professional fees fluctuate depending on the needs of the utility
systems; costs are anticipated to be higher in fiscal year 2026 than the past five years due to
several one-time costs: wastewater treatment plant permit renewal (required every 5 years),
the rate study (needed every 5 years), an ultrasonic buoy purchase, an ammonia risk
management plan, and a cross connection hazard assessment.
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Figure 4: District Operating Expenses
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The District provided a baseline budget for projecting costs the next five fiscal years, which

normalizes some costs for a more typical year and accounts for personnel changes, as shown
in Table 7.

The District’s administrative costs are allocated between the water and wastewater systems
by the share of operating expenses shown in Table 7. The Main Water System is allocated
17.4% of the administrative costs and the wastewater system is allocated 81.3% of
administrative costs. Total baseline budget operating costs for both systems after adding the
administrative costs to each system are shown in Table 8.
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Table 7: Baseline Budget

Revenues and Main Water Big Bend Wastewater System
Expenses System Water Sewer Treatment Admin Total

Program Revenue

Service Fees $743,283 $52,317 $497,135 $1,574,261 $2,866,996
Non-CFD Revenue WWTP Loan $445,462 $445,462
CFD Revenue WWTP Loan $290,593 $290,593
Sierra Lakes County Water Dist. $488,477 $488,477
Property Tax $30,817 $20,760 $88,536 $140,113
Interest & Other Revenue $29,000 $29,000
Anticipated Recycled Water Sales $109,600 $109,600
Total Program Revenue $774,100  $52,317 $517,895 $2,996,929  $29,000 $4,370,241
Share of Revenue excluding Admin. 17.8% 1.2% 11.9% 69.0% 100%
Expenses
Salaries and Benefits $173,566 $9,414 $47,882  $770,786 $594,910 $1,596,558
Professional Services $46,700 $39,000 $104,900 $190,600
Dues $680 $2,500 $12,700 $15,880
Fees, permits, certifications $16,780 $1,500 $460 $31,300 $18,980 $69,020
Training, education, travel $1,000 $300 $3,120 $3,000 $7,420
Insurance- property, auto, etc. $51,300 $5,130 $47,453 $152,618 $13,500 $270,001
Office supplies and miscellaneous $550 $550 $438 $9,000 $10,538
Utilities, communications, telemetry $53,650 $4,790 $28,545  $383,450 $39,190 $509,625
Chemicals and lab supplies $18,440 $300 $242,920 $261,660
Laboratory Testing $5,000 $41,179 $46,179
Equipment maintenance and repair $43,550 $22,950 $68,850 $135,350
Small equipment rental and PPE $3,150 $2,180 $5,330
Operating supplies $740 $1,200 $740 $2,700 $5,380
Infiltration-Inflow $33,100 $33,100
Sludge removal $34,730 $34,730
Vehicle maintenance, repair, fuel $4,100 $12,200 $8,980 $25,280
Facility maintenance and repair $21,720 $10,980 $12,320 $44,630 $8,780 $98,430
Amortization of land lease $23,103 $23,103
Total Expenses $440,926 $32,114 $206,960 $1,850,524 $807,660 $3,338,184
Share of Expenses 17.4% 1.3% 8.2% 73.1% 100%
Long term debt (principal and interest) $18,188 $19,970 $719,191 $757,349
Net Revenue (Expense) $314,986 $233 $310,935 $427,214 ($778,660) $274,708
Source: DSPUD historical financials and HEC 2026 rate study. financials
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Operating Utility Fund Cost Components
Expenses Utility Admin Total
Main Water System (excludes Big Bend)
Personnel $173,566 $103,659 $277,225
Professional Fees $46,700 $18,278 $64,978
Equip., Facility & Fleet Maint. [1] $72,520 $1,530 $74,050
General Operating Costs [2] $19,750 $8,081 $27,831
Insurance $51,300 $2,352 $53,652
Chemicals, Lab Supplies & Testing $23,440 $23,440
Utilities $53,650 $6,829 $60,479
Total Water Operating Costs [3] $440,926 $140,729 $581,655
Wastewater
Personnel $818,668 $483,701 $1,302,369
Professional Fees $39,000 $85,291 $124,291
Equip., Facility & Fleet Maint. [1] $172,110 $7,139 $179,249
General Operating Costs [2] $63,711 $37,710 $101,421
Insurance $200,071 $10,976 $211,047
Chemicals, Lab Supplies & Testing $284,099 $284,099
Infiltration & Inflow Program $33,100 $33,100
Sludge Removal $34,730 $34,730
Utilities $411,995 $31,864 $443,859
Total Wastewater Operating Costs $2,057,484 $656,681 $2,714,165

Source: DSPUD September 2025, and HEC 2026 rate study.

b fund

[1] Includes operating supplies & small equipment costs for all equipment, vehicles, and facilities.
[2] Includes dues & subscriptions, fees & permits, training, travel & education, office supplies, and land lease.
[3] Excludes Big Bend water system operating expenses.

In addition to accounting for the District’s operating expenses, utility rates should collect for
the costs of rehabilitating infrastructure. Rate revenue collected for system depreciation may
be used for qualified rehabilitation costs as they arise; until they do, they will remain as District
cash on hand (reserves). Table 9 shows the depreciation for water and wastewater assets
included in the District’s annual audited financial records. Big Bend assets, which should be
paid for by Big Bend customers, are deducted in the calculation of water asset depreciation.
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Table 9: Depreciation of District Assets

Fiscal Year 2024 Water Wastewater
2024 $147,851 $750,202
less Big Bend

Big Bend Transmission $23,667

Water Treatment System $11,229

Big Bend Well $3,468
Net Annual Depreciation of
District Assets $133,154 $750,202

100% 65%

System Rehabilitation $133,150 $487,630
Source: Audited financials. depr

2.3 District Capital Expenses

DSPUD developed a Capital Improvements Plan (CIP) with scheduled known necessary capital
expenditure over the next ten years. The five-year CIP for water, excluding any improvement
needs for the Big Bend water system, is provided in Table A-5, and the five-year CIP for
wastewater is provided in Table A-6. The District’s estimates of costs are inflated each year 4%
to estimate the cost at time of construction.

The CIP is summarized in Table 10 for the first five years, and the following five years. It is
established that about $3.35 million will need to be expended in the next five years, and $5.51
million will need to be expended in the following five years. Due to the timing needs of the
capitalimprovements and available cash the District will need to issue debt to complete the
improvements. Table 11 shows the estimate of new debt service that may be incurred to
finance a portion of the CIP. The District will pursue several sources of borrowing as well as
grant funding opportunities and will determine the best source at the time the funding is
necessary. For purposes of estimating potential new debt service payments in the rates, itis
assumed that the District issues Certificates of Participation (COP) with the California Special
Districts Association Finance Corporation.
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Table 10: Summary of CIP in Inflated Dollars

Next Years
Improvements 5 Years 6to 10
Water Supply WATER |
Water Plant Upgrades to Decrease Backwashing $216,000 $0
Lake Angela Dam Tendon Tensioning $0 $205,000
Subtotal Water Supply $216,000 $205,000
Water Storage
Reservior 2 Exterior Coating $433,000 $0
Reservoir 1 Coating $649,000 $0
Sugar Bowl Reservoir Rehabilitation $0 $759,000
Subtotal Water Storage $1,082,000 $759,000
Water Distribution
Boreal Pump Station Generator $87,000 $0
Boreal Pump Station Rehabilitation $520,000 $0
Automated Meter Replacement $0 $1,000,000
SLCWD Intertie $0 $1,269,000
Subtotal Water Distribution $607,000 $2,269,000
Office Building Remodel (eg. ADA) $0 $0
Total Water CIP $1,905,000 $3,233,000
Collection System WASTEWATER |
Upgrade Lift Station 2 to Increase Capacity $0 $0
Replace LS3 & LS4 $104,000 $0
Sewer Manhole Sealing $201,000 $0
Rehabilitate Lift Station 7 $0 $526,000
Upgrade Lift Stations 1, 2, 8 to replace pumps &
provide backup generators $506,000 $0
Upgrade LS2 and Remove LS3 and LS4 $0 $1,754,000
Subtotal Collection System $811,000 $2,280,000
Treatment Plant
Recycled Water Equipment Upgrades- Filling station
with pump $156,000 $0
Pavement Rehabilitation at Wastewater Plant $104,000 $0
Membrane Replacement $102,000 $0
Reactor 1 Coating $270,000 $0
Wastewater Sludge Press $0 $0
Subtotal Treatment Plant $632,000 $0
Office Building Remodel $0 $0
Total Wastewater CIP $1,443,000 $2,280,000
TOTAL CIP $3,348,000 $5,513,000
Source: DSPUD January 2026. cip sum
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Table 11: CSDA Finance Corporation Certificates of Participation

Sale in Fiscal Year 2028 Water Wastewater Total
Proceeds $1,905,000 $506,000 $2,411,000
COP Sizing
Issuance Costs 4.0% $76,200 $20,240 $96,440
Underwriter's Discount 1.0% $19,050 $5,060 $24,110
Estimated Total $2,000,250 $531,300 $2,531,550
COP Size Adjusted for Rounding $2,010,000 $540,000 $2,550,000
Estimated Annual Debt Service $123,400 $33,160 $156,560
Total Payments $3,702,000 $994,800 $4,696,800
Principal Repayment $2,010,000 $540,000 $2,550,000
Estimated Financing Charges $1,692,000 $454,800 $2,146,800

Assumptions:
Interest 4.50%
Years 30

Source: HEC 2026 rate study.
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Section 3: Water Fee Calculations

3.1 DSPUD Water Systems

The District owns two water systems. The Lake Angela surface water system (the “Main
System”) provides potable water to the communities of Soda Springs and Sugar Bowl. The Big
Bend groundwater system provides potable water to the community of Big Bend (29 cabins).

The Main System services 383 metered properties. Most of the properties (93%) have one inch
or smaller meters installed in the meter box. Larger residential buildings and commercial or
resort buildings, need larger water meters for potential water demand or for fire sprinklers as
required to meet building code.

The water system rates are charged according to the meter size. This is the standard method
for levying fixed charges because meter size is an indicator of potential capacity or demand
requirement that each customer places on the water system. Typically, but not always, the
ratio at which the meter charge increases is a function of the meter’s safe operating capacity
as established by the AWWA. These meter ratios are used because a significant portion of a
water system’s design, and, in turn, the utility’s operating and capital costs are related to
meeting capacity needs. The 2015 San Juan Capistrano decision reaffirmed that rates must be
proportional to the costs of service received. Number of meters and calculated meter
equivalent units is shown in Table 12.

Table 12: Number of Meters and Meter Equivalent Units

Water Meters Safe Ratioto Fiscal Year Ending
Meter Size bySize GPM 3/4" 2026 2027 2028 2029 2030 2031

Meter Equivalents

3/4" 280 30 1.00 280 282 284 286 288 290
1" 78 50 1.67 130 130 130 130 130 130
1.5" 7 100 3.33 23 23 23 23 23 23
2" 15 160 5.33 80 80 80 80 80 80
3" 2 320 10.67 21 21 21 21 21 21
4" 0 500 16.67 0 0 0 0 0 0
6" 1 1,000 33.33 33 33 33 33 33 33
Total 383 568 570 572 574 576 578

Source: AWWA M1 Manual safe operating capacity for displacement type meters (smaller than 2-inch
meters) and C702 compound Class | meters (2-inch and larger meters).
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3.2 Water Revenue Requirement

According to the AWWA M1 Manual, the first step in the ratemaking analysis is to determine
the adequate and appropriate funding of a utility. This is referred to as the “revenue
requirement” analysis. This analysis considers the short and long-term service objectives of
the utility over a given planning horizon, including capital facilities and system operations and
maintenance, to determine the adequacy of a utility’s existing rates to recover its costs.
Specifically, the revenue requirement refers to the amount of money that must be raised for
revenue sufficiency of the water fund through rates. Components of the revenue requirement
include:

e Operating Expenses

e Debt Service

e System Rehabilitation

o Reserves for Operating or Capital Costs

Table 13 shows the projected revenue requirement for the water system for fiscal years 2027
through 2031. Revenue requirement collected in the rates (“water rates revenue target” at the
bottom of the table) is lower than the calculated revenue requirement in the first two years to
allow for more gradual rate increases.

Operating expenses are increased each year using an annual increase factor that ranges from
2.5% per year to 5.0% per year by costitem.

Water system debt service includes a loan from the State Water Resources Control Board
(SWRCB) for the improvements made at Lake Angela in 2018 and two loans from PG&E for
electrical system upgrades. The PG&E loans are split between the Main Water System and the
wastewater system as shown in Appendix Table A-7. Both loans will be fully repaid in the next
five years. The potential COP annual debt service detailed in the prior chapter is also
accounted for in the water revenue requirement.

Other costs included in the revenue requirement include system rehabilitation and operating
reserves. According to the District’s auditor, the water fund had a negative cash balance of
nearly $382,000 as of June 30, 2025. The water rates need to support an adequate cash reserve
for the water system; therefore, additional amounts are included in the revenue requirement to
build back the water fund’s cash reserves.

Credited against the described costs are a portion of interest income and other miscellaneous
revenues. Components of the projected water revenue requirement are illustrated in Figure 5.
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Item Annual Baseline Fiscal Year Ending
Increase  Budget 2027 2028 2029 2030 2031
Operating Expenses All figures rounded to nearest $10
Personnel 3.5% $277,220 $286,920 $296,960 $307,350 $318,110 $329,240
Professional Fees 3.5% $64,980 $67,250 $69,600 $72,040 $74,560 $77,170
Equip., Facility & Fleet Maint. [1] 3.0% $74,050 $76,270 $78,560 $80,920 $83,350 $85,850
General Operating Costs [2] 2.5% $27,830 $28,530 $29,240 $29,970 $30,720 $31,490
Insurance 5.0% $53,650 $56,330 $59,150 $62,110 $65,220 $68,480
Chemicals, Lab Supplies & Testing 5.0% $23,440 $24,610 $25,840 $27,130 $28,490 $29,910
Utilities 4.0% $60,480 $62,900 $65,420 $68,040 $70,760 $73,590
Total Operating Expenses a $581,650 $602,810 $624,770 $647,560 $671,210 $695,730
Debt Service
SWRCB Loan - Water Treatment Plant $20,007 $20,007  $20,007 $18,188 $18,188 $18,188
PG & E Loan #1 $964 $964 $964 $964 $0 $0
New Debt Service for CIP $123,400 $123,400 $123,400 $123,400
Subtotal Debt Service b $20,980 $20,980 $144,380 $142,560 $141,590 $141,590
System Rehabilitation G $0 $133,150 $133,150 $133,150 $133,150 $133,150
Adjustment for Cash Flow or Loan Coverage $150,000 $50,000 $40,000 $30,000 $20,000
Non-Operating Credits
Admin. Revenues constant $5,050 $5,050 $5,050 $5,050 $5,050 $5,050
Total Non-operating Credits d $5,050 $5,050 $5,050 $5,050 $5,050 $5,050
Revenue Requirement e= atb+c-d $597,580 $901,890 $947,250 $958,220 $970,900  $985,420
Water Rates Revenue Target $869,000 $942,170 $1,021,500 $1,091,984 $1,167,331

Source: DSPUD and HEC.

[1] Includes operating supplies and small equipment costs for all equipment, vehicles, and facilities.
[2] Includes dues and subscriptions, fees and permits, training, travel & education, and office supplies.

Figure 5: Components of Water Revenue Requirement
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3.3 Water Rate Calculations
Calculated water rates for a typical home are presented in Table 14. The water rates revenue
targetis divided by the number of projected meter equivalent units. Growth of two additional

meter equivalent units (or two homes per year) is included in the model.

Table 14: Calculated Main System Water Rates

Fiscal Year Ending
Current 2027 2028 2029 2030 2031
Item 7/1/2026  7/1/2027  7/1/2028 7/1/2029  7/1/2030

Projected Revenue Requirement  $869,000 $942,170 $1,021,500 $1,091,984 $1,167,331

Meter Equivalent Units 570 572 574 576 578

Annual Cost per MEU $1,524.56 $1,647.15 $1,779.62 $1,895.81 $2,019.60

Monthly Rates
3/4" $117.65 $127.05 $137.26 $148.30 $157.98 $168.30
1" $217.66  $211.74  $228.77 $247.17 $263.31 $280.50
1.5" $294.12  $423.49  $457.54 $494.34 $526.61 $561.00
2" $470.60 $677.58  $732.07 $790.94 $842.58 $897.60
3" $764.72 $1,355.17 $1,464.13 $1,581.88 $1,685.16 $1,795.20
4" $2,058.90 $2,117.45 $2,287.71 $2,471.69 $2,633.06 $2,805.01
6" $3,082.45 $4,234.89 $4,575.42 $4,943.38 $5,266.13 $5,610.01

Overage & per thousand gallons

Temporary Water $11.765 $12.705  $13.726 $14.830 $15.798 $16.830

Source: HEC 2026 rate study. water calc

For a typical home with a three-quarter inch meter that uses less than 10,000 gallons per
month, the monthly rate would increase from $117.65 to $127.05 July 1, 2026. If the customer
uses more than the base monthly allowance, the District will charge overage fees. Overage
fees are charged per thousand gallons used above the base allowance each month. Collection
of overage fees is rare as most customers use less than their base monthly allowance.

34 Projected Water Cash Flow

A projected cash flow for water operations under the proposed increased water rates schedule
is presented in Table 15. The proposed water rates should generate a cash surplus each year.
To pay for capital improvements, the water fund will need both a temporary loan from the
wastewater fund and bond proceeds from the issuance of COP. All of the District’s property
taxes will also be directed to the water fund to pay for capital improvement costs in fiscal year
2027; thereafter, the District will decide annually how much property tax to allocate to the
water and wastewater funds.
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Revenues and Budget Fiscal Year Ending
Expenses 2026 2027 2028 2029 2030 2031
Revenues All figures rounded to nearest $10
Main System Rates $743,283 $866,000 $938,917 $1,017,974 $1,088,214 $1,163,301
Big Bend Service Fees $52,318 $52,320 $52,320 $52,320 $52,320 $52,320
Admin. Revenues $7,308 $5,050 $5,050 $5,050 $5,050 $5,050
Total Revenues $802,909 $923,370 $996,287 $1,075,344 $1,145,584 $1,220,671
Operating Expenses
Main System $602,810 $624,770 $647,560 $671,210 $695,730
Big Bend $43,900 $45,500 $47,160 $48,880 $50,670
Total Operating Expenses $769,158 $646,710 $670,270 $694,720 $720,090 $746,400
Net Revenue before Debt Service $33,751 $276,660 $326,017 $380,624 $425,494 $474,271
Debt Service
Main System $20,980 $20,980 $144,380 $142,560 $141,590 $141,590
Big Bend $21,967 $21,967 $21,967 $21,967 $21,967 $19,970
Total Debt Service $42,950 $42,950 $166,350 $164,530 $163,560 $161,560
Debt Service Coverage [1] 0.79 6.44 1.96 2.31 2.60 2.94
Net Income ($9,199) $233,710 $159,667 $216,094 $261,934 $312,711
Beginning Cash Balance ($381,741)  ($871,658)  $55,672 $708,247  $731,011  $620,445
Net Income ($9,199) $233,710 $159,667 $216,094  $261,934 $312,711
Connection Fees $0 $0 $0 $0 $0 $0
Bond / Loan Proceeds $1,905,000 $0 $0 $0
Grant $42,000
Loan from WW Fund $550,000
Repay Loan to WW Fund ($137,500) ($137,500) ($137,500) ($137,500)
Property Tax [2] $30,820 $143,620 $110,408 $113,170 $116,000 $118,900
Capital Improvement Projects ($553,538) $0 ($1,385,000) ($169,000) ($351,000) $0
Ending Cash Balance ($871,658) $55,672 $708,247 $731,011 $620,445 $914,556
Restricted $25,590 $29,410 $33,230 $35,230 $37,230 $39,230
Unrestricted Balance ($897,248) $26,262 $675,017 $695,781 $583,215 $875,326

Source: DSPUD financials and HEC 2026 rate study.

[1] Must be at least 1.10 per the SWRCB Drinking Water SRF agreement.
[2] The District has discretion to apportion property tax between water and wastewater each year as needed.
Rate study estimates 75% allocation to the water fund starting FY28.

w flow

Note that the table includes revenues and expenses for Big Bend, including debt service which
is detailed in Appendix Table A-8. The table demonstrates that water rates for the Big Bend
customers need to be updated to pay for their share of operating expenses.
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Section 4: Wastewater Fee Calculations

The wastewater rate study was prepared using the principles established by the WEF Manual
of Practice No. 27 and guidelines prepared by the California State Water Resources Control
Board for State Revolving Fund financing.

4.1 The Wastewater System and Customers

The wastewater system services the 1-80 corridor and communities of Soda Springs and Sugar
Bowl. In addition, the District’s wastewater treatment plant accepts wastewater effluent from
the SLCWD. The District’s collection system transports wastewater to the treatment plant.
After being treated to the required effluent water quality standards, the treated wastewater is
piped to the Soda Springs Ski Area where it is applied to the land during the summer months
and partially used for snowmaking during the winter months, with the balance of the treated
effluent disposed to the Yuba River during the winter months. Treated effluentis also available
for dust control and other non-potable uses year-round under permit with the State.

Wastewater customers are measured in Equivalent Dwelling Units (EDUs). Most residences
have one EDU; lodges and homes with guest houses have more than one EDU, as do
businesses along Donner Pass Road, the ski resorts, and the CalTrans rest areas at the summit
along 1-80. Table 16 shows the current and projected number of wastewater EDUs estimated
in this study.

Table 16: Projection of Wastewater EDUs

Fiscal Year Ending

EDU Type 2026 2027 2028 2029 2030 2031

Inside CFD No. 1 Two Future EDUs become Existing EDUs per Year
Existing [1] 386.20 380.20 382.20 384.20 386.20 388.20
Caltrans Existing 91.00 91.00 91.00 91.00 91.00 91.00
Future [1] 121.44 127.44 125.44 12344 121.44 119.44
Total Inside CFD No. 1 EDUs 598.64 598.64 598.64 598.64 598.64 598.64
Taxable EDUs 507.64 507.64 507.64 507.64 507.64 507.64

Outside CFD No. 1
Existing [1] 446.35 446.35 446.35 446.35 446.35 446.35
Future [1] 43.35 43.35 43.35 43.35 43.35 43.35

Total Outside CFD No. 1 EDUs 489.70 489.70 489.70 489.70 489.70 489.70
Total Rate-payers

Existing 923.55 91755 919,55 921.55 923,55 925.55
Future 164.79 170.79 168.79 166.79 164.79 162.79
Total Rate-paying EDUs 1,088.34 1,088.34 1,088.34 1,088.34 1,088.34 1,088.34
Source: DSPUD billing records, February 2026. edus

[1] In Fiscal Year 2027 eight EDUs in Sugar Bowl are re-categorized from existing to future because
of building demolition.
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4.2 Wastewater Revenue Requirement

As previously described for the water fees calculations, the revenue requirement describes the
amount of money that must be raised through collection of quarterly fees (or “Rates”).
Components of the wastewater revenue requirement include:

e Operating Expenses

e Debt Service

e System Rehabilitation

e Reserves for Capital or Operating Costs

The projected revenue requirement through fiscal year 2031 for wastewater is presented in
Table 17 on the next page. Operating expenses are increased from the baseline budget to
account for inflation. Wastewater department debt service includes a loan from SLCWD that
will be fully repaid fiscal year 2026, a loan from the SWRCB for the wastewater treatment plant
upgrade and expansion project (see the debt service schedule Appendix A Table A-9), and
wastewater’s share of PG&E loan repayments for electrical upgrades. Other costs included in
the revenue requirement include system rehabilitation (25% of the wastewater system
depreciation).

Credited against the described costs are non-operating credits; namely, recycled water sales
and SLCWD contributions, and smaller miscellaneous administrative revenues. Components
of the projected revenue requirement are shown in Figure 6.

Figure 6: Components of Wastewater Revenue Requirement
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The SWRCB loan debt service is separated from the revenue requirement because this costis
partially paid for with CFD No. 1 special taxes. The resulting net revenue requirement is paid
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for by all existing and future customers. The wastewater rate calculations are based on the
“WW Rates Revenue All Cust. Target” shown on the bottom line of Table 17; similar to the
water system, the amount collected in rates will be more gradual to minimize customer bill

impacts.

Table 17: Projected Wastewater Operations Revenue Requirement

Item Annual Baseline Fiscal Year Ending
Increase Budget 2027 2028 2029 2030 2031
Operating Expenses All figures rounded to nearest $10
Personnel 3.5% $1,302,370 $1,347,950 $1,395,130 $1,443,960 $1,494,500 $1,546,810
Professional Fees 3.5% $124,290 $128,640 $133,140 $137,800 $142,620 $147,610
Equip., Facility & Fleet Maint. [1] 3.0% $179,250  $184,630  $190,170  $195,880  $201,760  $207,810
General Operating Costs [2] 2.5% $101,420 $103,960 $106,560 $109,220 $111,950 $114,750
Insurance 5.0% $211,050 $221,600 $232,680 $244,310 $256,530 $269,360
Chemicals, Lab Supplies & Testing 5.0% $284,100 $298,310 $313,230 $328,890 $345,330 $362,600
Infiltration & Inflow Program 3.5% $33,100 $34,260 $35,460 $36,700 $37,980 $39,310
Sludge Removal 3.5% $34,730 $35,950 $37,210 $38,510 $39,860 $41,260
Utilities 4.0% $443,860 $461,610 $480,070 $499,270 $519,240 $540,010
Total Operating Expenses a $2,714,170 $2,816,910 $2,923,650 $3,034,540 $3,149,770 $3,269,520
Debt Service
PG & E Loan #1 $7,400 $7,400 $7,400 $7,400 $0 $0
PG & E Loan #2 $732 $732 $732 $732 $732 $0
SWRCB Loan $719,191 $719,191 $719,191 $719,191 $719,191 $719,191
New Debt Service for CIP $33,160 $33,160 $33,160 $33,160
Subtotal Debt Service b $727,320 $727,320 $760,480 $760,480 $753,080 $752,350
System Rehabilitation c $0 $187,550 $187,550 $187,550 $187,550 $187,550
Adjustment for Cash Flow or Loan Coverage $0 $0 $0 $0 $0 $0
Non-Operating Credits
Recycled Water Sales [3] constant  $109,600 $80,000 $20,000 $20,000 $20,000 $20,000
SLCWD Reimbursement [4] estimate  $488,480 $506,970 $526,180 $546,140 $566,880 $588,430
Admin. Revenues constant $23,580 $23,580 $23,580 $23,580 $23,580 $23,580
Total Non-operating Credits d $621,660 $610,550 $569,760 $589,720 $610,460 $632,010
Revenue Requirement e= at+b+c-d $2,819,830 $3,121,230 $3,301,920 $3,392,850 $3,479,940 $3,577,410
Rev. Requirement All Customers f= e-b $2,100,640 $2,402,040 $2,582,730 $2,673,660 $2,760,750 $2,858,220
Source: DSPUD and HEC 2026 rate study. revww

[1] Includes operating supplies and small equipment costs for all equipment, vehicles, and facilities.
[2] Includes dues and subscriptions, fees and permits, training, travel & education, office supplies, and land lease.
[3] Reduced after FY26 with conclusion of the CalTrans I-80 reconstruction project.

[4] Sierra Lakes CWD annual payment as % of operating expenses in 2026 budget -

4.3 Wastewater Rate Calculations

18%

Existing customers pay the full rate, and future customers pay 50% of the full rate of the annual
operating costs of the District’s wastewater system. The calculated monthly rates per EDU
payable by all customers are presented in Table 18.
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Table 18: Calculated Monthly Rates per EDU (All Customers)

Fiscal Year Ending

Cost 2027 2028 2029 2030 2031
Revenue Requirement (no debt service) $2,313,000 $2,467,971 $2,630,857 $2,768,977 $2,911,579
Rate-payers
Existing EDUs 917.55 919.55 921.55 923.55 925.55
Future EDUs 170.79 168.79 166.79 164.79 162.79
Future EDUs weighted [1] 50% 85.40 84.40 83.40 82.40 81.40
Total Existing plus Weighted Future EDUs 1,002.95 1,003.95 1,004.95 1,005.95 1,006.95
Projected Cost per Existing EDU $2,306 $2,458 $2,618 $2,753 $2,891
Monthly Service Charge per Existing EDU $192.18 $204.86 $218.16 $229.38 $240.96
Projected Cost per Future EDU $1,153 $1,229 $1,309 $1,376 $1,446
Monthly Service Charge per Future EDU $96.09 $102.43 $109.08 $114.69 $120.48
Source: HEC calc ww

[1] Calculation below: future EDUs pay for fixed costs of the system less non-operating credits.
FY 2026 Budget

"Fixed" Operating Costs $1,682,670
less Non-operating Credits ($621,660)
Total Costs to be Shared with Future EDUs $1,061,010
Total Revenue Requirement $2,100,640
Percentage Cost Share for Future EDU 50%

The remaining revenue requirement is the debt service for the loan with the SWRCB. Table 19
shows the allocation of the debt service between inside and outside CFD No. 1 EDUs. The
calculation excludes CalTrans, which has paid its share of the wastewater treatment plant
upgrade and expansion improvement costs.

Table 19: Debt Service Allocation Inside and Outside CFD No. 1

Fiscal Year Ending

Calculation 2026 2027 2028 2029 2030 2031
Number of EDUs
Inside CFD No. 1 507.6 507.6 507.6 507.6 507.6 507.6
Outside CFD No. 1 489.7 489.7 489.7 489.7 489.7 489.7
CalTrans [1] 91.0 91.0 91.0 91.0 91.0 91.0
Total Number of EDUs 1,088.3 1,088.3 1,088.3 1,088.3 1,088.3 1,088.3

Annual CWSRF Debt Service $719,190 $719,190 $719,190 $719,190 $719,190 $719,190

Inside CFD No. 1 $366,060 $366,060 $366,060 $366,060 $366,060 $366,060
Outside CFD No. 1 $353,130 $353,130 $353,130 $353,130 $353,130 $353,130
Source: DSPUD and HEC. alloc out

[1] CalTrans has already contributed its share of the SRF debt service.
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There are 507.6 taxable EDUs inside CFD No. 1 that generate $301,031 per year for debt
service which is 82% of the Inside CFD No. 1 share of annual debt service. The remaining 18%
must be collected in rates, as shown in Table 20.

Table 20: Share of CFD No. 1 Debt Service Paid by Rates

Fiscal Year Ending

Item 2027 2028 2029 2030 2031
Taxable EDUs 507.6 507.6 507.6 507.6 507.6
Annual Maximum Special Tax per EDU $593 $593 $593 $593 $593
Total Maximum Special Taxes $301,031 $301,031 $301,031 $301,031 $301,031
Inside CFD No.1 Debt Service $366,060 $366,060 $366,060 $366,060 $366,060
Special Tax Revenue as a % of Debt Share 82% 82% 82% 82% 82%
Revenue

CFD No. 1 Special Tax Revenue $301,030 $301,030 $301,030 $301,030 $301,030

Inside CFD No. 1 Debt Service paid by Rates $65,030 $65,030 $65,030 $65,030 $65,030

Source: HEC. cfd flow

The monthly charges included in rates for Inside CFD and Outside CFD No. 1 EDUs is
calculated in Table 21.

Total calculated wastewater rates are summarized in Table 22.
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Table 21: Calculated Additional Monthly Rates per EDU for SRF Debt Service

Projected
Item 2027 2028 2029 2030 2031
Inside CFD No. 1 Inside CFD No. 1 Additional Rates for Project Debt
Net Debt paid with Rates $65,030 $65,030 $65,030 $65,030 $65,030
Rate-paying EDUs
Existing 380.2 382.2 384.2 386.2 388.2
Future 127.4 125.4 123.4 121.4 119.4
Rate-paying EDUs weighted [1] 100% 507.6 507.6 507.6 507.6 507.6
Annual Cost per Existing EDU $128.10 $128.10 $128.10 $128.10 $128.10
Annual Cost per Future EDU $128.10 $128.10 $128.10 $128.10 $128.10
Debt Service Monthly Charge per EDU $10.68 $10.68 $10.68 $10.68 $10.68
Outside CFD No. 1 Outside CFD No. 1 Additional Rates for Project Debt
Debt Service Share $353,130 $353,130 $353,130 $353,130 $353,130
Rate-paying EDUs
Existing 446.4 446.4 446.4 446.4 446.4
Future 43.4 43.4 43.4 43.4 43.4
Rate-paying EDUs weighted [1] 100% 489.7 489.7 489.7 489.7 489.7
Annual Cost per Existing EDU $721.11  $721.11 $721.11  $721.11  $721.11
Annual Cost per Future EDU $721.11 $721.11 $721.11 $721.11 $721.11
Monthly Charge per EDU $60.09 $60.09 $60.09 $60.09 $60.09

Source: SWRCB, DSPUD, and HEC.

[1] Future EDUs pay the same as existing EDUs for SRF debt service.

Table 22: Calculated Wastewater Fees Schedule

debt share

Calculated WASTEWATER Rates Next 5 Years

66 of 88

Rates by Customer Current 7/1/2026 7/1/2027 7/1/2028 7/1/2029 7/1/2030

Existing Customers Monthly Fee per EDU

Inside CFD No. 1 $190.75 $202.86 $215.53 $228.83 $240.06 $251.63

Outside CFD No. 1 $240.16 $252.28 $264.95 $278.25 $289.48 $301.05

CalTrans $178.22 $192.18 $204.86 $218.16 $229.38 $240.96

Future Customers

Inside CFD No. 1 $101.64 $106.77 $113.10 $119.75 $125.37 $131.15

Outside CFD No. 1 $151.05 $156.18 $162.52 $169.17 $174.79 $180.57
Special Taxes per EDU

Inside CFD No. 1 - AllEDUs $49.42 $49.42 $49.42 $49.42 $49.42 $49.42

Source: HEC 2026 rate study. sum ww
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4.4 Projected Wastewater Cash Flow

The projected wastewater cash flow under the proposed increased wastewater rates schedule
is presented in Table 23. The wastewater fund had a positive cash balance on June 30, 2025;
however, a large portion of it is restricted per the requirements of the SWRCB loan. The
wastewater fund cash flow includes estimated proceeds from issuance of COP, cash
withdrawals for capital improvement projects, a loan to the water fund, and fluctuating
property taxes allocated to the wastewater fund.

Table 23: Projected Cash Flow for Wastewater

Revenues and Budget Fiscal Year Ending
Expenses 2026 2027 2028 2029 2030 2031
Revenues All figures rounded to nearest $10
Rates from All Customers $2,313,000 $2,467,971 $2,630,857 $2,768,977 $2,911,579
Rates for Debt Service $418,160 $418,160 $418,160 $418,160 $418,160
Special Tax Revenues $301,030  $301,030  $301,030  $301,030  $301,030
Recycled Water Sales $80,000 $20,000 $20,000 $20,000 $20,000
SLCWD Reimbursement $506,970 $526,180  $546,140 $566,880 $588,430
Admin. Revenues $23,580 $23,580 $23,580 $23,580 $23,580
Total Revenues $3,432,054 $3,642,740 $3,756,921 $3,939,767 $4,098,627 $4,262,779
Operating Expenses $2,648,178 $2,816,910 $2,923,650 $3,034,540 $3,149,770 $3,269,520
Net Operating Income $783,876 $825,830 $833,271  $905,227 $948,857 $993,259
Beginning Balance $1,656,111 $1,692,660  $877,170 $1,360,263 $1,174,230 $1,444,167
Net Operating Income $783,876 $825,830 $833,271  $905,227  $948,857 $993,259
Capital Activity
Debt Service ($727,320) ($727,320) ($760,480) ($760,480) ($753,080) ($752,350)
Bond / Loan Proceeds $506,000
Capital Improvement Projects ($129,300)  ($364,000) ($270,000) ($506,000) ($102,000) ($201,000)
Connection Fees $0 $0 $0 $0 $0 $0
Property Tax [1] $109,293 $0 $36,803 $37,720 $38,660 $39,630
Ending Balance $1,692,660 $1,427,170 $1,222,763 $1,036,730 $1,306,667 $1,523,707
Loan to Water Fund ($550,000) $0 $0 $0 $0
Repaid Loan from Water Fund $0 $137,500 $137,500 $137,500 $137,500
Fiscal Year Ending Balance $1,692,660 $877,170 $1,360,263 $1,174,230 $1,444,167 $1,661,207
Restricted $719,190 $719,190 $719,190 $719,190 $719,190 $719,190
Unrestricted Balance $973,470 $157,980 $641,073  $455,040 $724,977 $942,017
Revenue Avail. For Debt Service $893,169 $825,830 $870,074  $942,947 $987,517 $1,032,889
Debt Service Coverage [2] 1.23 1.14 1.14 1.24 1.31 1.37
Source: DSPUD financials and HEC 2026 rate study. ww flow

[1] The District has discretion to apportion property tax between water and wastewater each year.
Rate study estimates 25% allocation to the wastewater fund starting FY28.
[2] Must be at least 1.10 per the SWRCB Clean Water SRF agreement.
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March 17, 2026
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Attachment 2

Section 5: District and Customer Impacts

5.1 District Financial Impacts

The impact of adopting the proposed water and wastewater rates will be to rectify the water
fund’s current negative balance and to increase cash reserves so that the District’s minimum
operating fund cash target is achieved. The targeted unrestricted cash balance for the District
is six months of operating expenses, and the minimum unrestricted cash balance for the
District is four months of operating expenses. The proposed increased water and wastewater
rates would bring the District back into full compliance with State loan requirements within the
first fiscal year and would gradually increase cash reserves. Table 24 shows the estimated
change in the District’s total cash balance between fiscal year 2025 and fiscal year 2031
consistently meetin