Our Water and Wastewater Systems

Building a Framework for Life




Commitments

Helping to maintain our quality of life by providing an
efficient, safe and reliable source of drinking water at the
lowest possible cost.

Protecting our environment by operating an efficient and
cost effective wastewater system that helps to keep our
rivers, beaches and bays clean.




System Facts

Water - $359.4 million FYO7 Budget

e 33% of the annual budget is allocated for water purchases
 11% is allotted for debt service (paying previous bond issues)
8% is allotted for system upgrades and improvements

o 28%+ for operations and maintenance

" Wastewater - $414 million FYO7 Budget

e 25% allotted for debt service
* 10% is allotted for system upgrades and improvements

o 37%+for operations and maintenance




Mayor Sanders’ Pre-Conditions

* Comprehensive examination of budgets and prior rate
Increases

* Review by outside accountants

 Remedial actions implemented for all findings

—Completed




Mayor Sanders’ Pre-Conditions

Were previous rates used for unfinished projects?
Describe operational and capital demands on cash flow
Fund transfers - what purpose?

What administrative costs can be trimmed?

Comparison of rates with other regional agencies

—Completed




Accountability

The Water and Wastewater systems are managed efficiently,
provide superior services and are well equipped to manage
regulatory requirements.

* International Standards Organization (ISO 14001)

* Financial practices reviewed

e Financial procedures aligned with account reviews
$200 million in joint operational savings

* Business Process Re-engineering

e Staff reductions




Water System Improvements

Previous rate increases have provided financing for the
following improvements:

e Completing 22 of 31 CDHS mandated projects

e Replacement of 90 miles of aging and crumbling pipe
* Upgrades and improvements for 3 pump stations

* Treatment plant improvement and expansion

e Improvements to 3 reservoirs

* Increased treatment, storage and delivery capacity

* Enhanced security to protect our water system




Cast Iron Pipeline Replacement




Pump Station Improvements

Catalina Pump Station




Capital Cost Estimates - FYOS - FY11

» Water System = $600 million

» Cast iron pipeline replacement

» Major pipeline replacements and upgrades - citywide
» Upgrade technologies at treatment plants

» Reservoir Improvements

» Pump station installation and upgrades

» Improved telecommunications and system monitoring

» Improved security systems




Wastewater System Improvements

The most recent rate increases were directed toward
reducing sewage spills. Through 2005, an 83% reduction was
achieved by:

* Cleaning all 3,000 miles of City sewer lines

* Placing all lines on a regular maintenance schedule

* Televising 1,200+ miles of the most troublesome lines

* 45 miles per year in pipeline improvements (up from 14)

* Upgrades to municipal wastewater pump stations




Cleaning Lines
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Capital Cost Estimates - FYOS - FY11

» Wastewater = $800 million

» Pipeline rehabilitation and replacement

» Trunk sewer replacements (Balboa, Otay, USIU)
» Pump station upgrades and improvements

» Odor control improvements

» Upgrade technologies at treatment plants

» Power system upgrades

» Improved security systems




The Crrv oF San Dikse

Water Department & Metropolitan Wastewater Department

PROPOSED PROJECTS
2008 - 2011

System improvements [
are scheduled for the
entire City of San Diego.
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(O water Projects
1. San Pasqual Groundwater Desalination

2. San Pasqual Brackish Groundwater
Desalination Demo

3. Rancho Bernardo Reservoir
Rehabilitation

4. Pomerado Park Reservoir Upgrade
5. Rancho Pefiasquitos Pump Station
6. Miramar Water Treatment Plant

7. San Vicente Reservoir Water Quality
Improvements

8. Torrey Pines Road & La Jolla Blvd
Water Main Replacement Phase Il

9. Kearny Mesa Pipeline Upgrade
10. El Monte Pipeline No. 2

11. San Carlos Reservoir
Interior Enhancement

12. Alvarado Water Treatment Plant
13. Alvarado WTP SDFCF-12
14. El Capitan Pipeline No. 2

15. Lindbergh Field 16 inch Cast Iron
Replacement

16. Harbor Dr. Pipeline
17. Catalina Standpipe Renovation
18. Otay 2nd Pipeline Improvements

19. Lower Otay Reservoir
Emergency Outlet Improvement

20. Otay Water Treatment Plant

(Not Shown)
21. Barrett Reservoir Outlet Tower Upgrade
22. El Capitan Reservoir Road Improvement

[] mwwb Projects
1. Pump Station 79
2. Pump Station 79 Force Main
3. Penasquitos Views Trunk Sewer
4. Penasquitos Pump Station
5. Pump Station 65
6. Pump Station 64
7. USIU Trunk Sewer
8. North City Water Reclamation Plant
9. Miramar Rodad Trunk Sewer
10. Metro Biosolids Center
11. East Mission Gorge Pump Station

12. East Mission Gorge Force Main
Rehabilitations

13. Balboa Trunk Sewer
14. Crown Point Trunk Sewer
15. East Point Loma Trunk Sewer

16. Environmental Monitoring &
Technical Services

17. Pump Station 2

18. Point Loma Wastewater Treatment
Plant

19. Pump Station 1
20. Otay Mesa Trunk Sewer
21. South Bay Water Reclamation Plant

[List not in order of priority]




Cost Estimates — Next 4 Years

* Costs for secondary treatment at Point Loma
Plant NOT included

e Costs for Indirect Potable Reuse NOT included




Challenges

* Deadlines for State and Federal mandates
* Ongoing mandated improvement programs
e Escalating construction costs

* Increasing cost of materials and services

* Previous financing delays




Rates Fairly Applied:
Cost of Service Recommendations

* Realign base fees for water system in first year

e Raise rates on commodity (consumption) for water
system

* Apply 6.5% water rate increase to base and
commodity in all future years




Rates Fairly Applied:
Cost of Service Recommendations

* Raise single family residential usage “cap” on sewer
usage from current 14 Hundred Cubic Feet (HCF) to
20 HCF

».Change sewer “return” rate from 100% to 95% for
single family residential

* Increase capacity fee from $3,710 to $3,916 for new
equivalent dwelling units added to the sewer system.




Safeguards

* Annual Accounting Reviews for Water and
Wastewater Funds

e Appointment of Independent Review Board

» Findings Reported to Mayor, City Council and the
Public

* Better Accounting Practices Citywide




Shames Lawsuit Overview

e Proposed settlement subject to court and Council
approval

e $40 million total

e $10 million per year for 4 years

e To be used for rebates and attorney’s costs

* Most single family residential customers to benefit

e Based on residence between May 23, 1994 through
September 30, 2004




Water and Wastewater Proposed Rate Increases

Proposed Rate Increases

FYOS8 FYO9 FY10 FY11

Proposed % Increase for Water | 650% | 650% | 6.50%  6.50%

Proposed % Increase for Wastewater 8.75% 8.75% 7.00% 7.00%
Proposed % Increase for Shames * 3.05% 3.05% 0.60% 0.50%

Total Proposed Increase for Wastewater ----

* This proposed settlement has not been approved by City Council or
the judge




Proposed Implementation Schedule

Cost of Service Studies finalized - Mid-December

PUAC public hearings - November 29

Public Noticing Initiated by Council- January 8 (Proposed)
Proposition 218 noticing process - 45 Days

Council hearing on rates -February 26 (Proposed)

New wastewater rates in place by May 1, 2007 (Proposed)

New water rates in place by July 1, 2007 (Proposed)






