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Section |: Executive Summary

The Ten-Year Capital Improvement Program (CIP) and Financial Plan identifies and prioritizes
the capital assets and financial tools required over the next ten years for Contra Costa Water
District (CCWD or District) to successfully carry out the District's mission to "...strategically
provide a reliable supply of high quality water at the lowest cost possible, in an environmentally
responsible manner.” The CIP includes the Ten-Year Financial Plan that projects revenue
requirements and long-term rate impacts to fund the proposed projects and anticipated operating
costs. The CIP and Financial Plan are updated annually as part of an ongoing financial planning
cycle that includes bi-annual budgets and annual rate reviews.

2011 - 2020 CIP Update

The proposed CIP for fiscal years 2011 - 2020 (2011 CIP) includes 53 projects with a total
estimated cost of approximately $599.1 million. CIP projects are ranked in three priority levels.
The Financial Plan assumes that priority level 1 and 2 projects totaling $442.4 million are
funded. This funded level is $61.9 million higher than the 2010 CIP funded level ($380.5
million). The primary drivers for the increase are additional outside funding for the Rock Slough
Fish Screen and Canal Replacement Project and an updated cost estimate for the Los VVaqueros
Reservoir Expansion. The District was successful in obtaining $33 million from the American
Recovery and Reinvestment Act (ARRA) through the Bureau of Reclamation for the fish screen
project, which is scheduled to be completed in FY2011. The District is also seeking additional
federal funding for the second phase of the Canal Replacement Project, which was authorized in
the 2004 Water Resources Development Act to receive up to $23 million. The 2011 CIP and
Financial Plan assume 100% District funding for design and construction of a phased expansion
of the Los Vaqueros Reservoir to 160 thousand acre-feet. The Final EIS/EIR is scheduled to be
certified by the District in Spring 2010 at which time the Board will approve a project
alternative. Permitting and initial design work began in FY2010 to maintain the flexibility to
implement an expansion project on an immediate basis.

The CIP and Financial Plan continue to address the financial impacts associated with the
continuing drought and economic downturn being experienced throughout the State. The
District anticipates that the dry conditions will continue and there will be an impact on water
sales for the next two years. The economic downturn and slow housing market, as well as the
rebound from the drought will have a longer term effect on water sales growth and new
connections and it is assumed these will not return to normal until 2014. The Financial Plan
bridges the potential funding gap by financing the Alternative Intake Project with short-term
debt. The use of short-term debt preserves flexibility for retiring the debt should outside funding
become available, such as the $30 million from the State. Short-term debt can also be refinanced
as debt capacity becomes available and refinancing opportunities arise. This allows the District
to maintain rate increases at or below the rate of inflation, consistent with the Board’s rate and
reserve policies.

This CIP and Financial Plan continue the District’s progress toward sustainability through
investments that diversify sources of water supply, improve water quality, encourage
conservation of water and energy, and meet current and future infrastructure needs. These
capital improvements are supported with a long-term Financial Plan based on fair rates and long-
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term sustainability. Although the CIP planning period is ten-years, the Financial Plan was
developed considering the long-term obligations of the District and it includes a plan to fund all
retirement and other post retirement obligations such as retiree medical insurance premiums.
Major projects that ensure the sustainability of the District’s long-term water supply include the
Los Vaqueros Reservoir Expansion project and the Rock Slough Fish Screen project. Over $200
million of additional funding has been identified for improvements to untreated and treated water
facilities and water treatment plants to maintain reliable service to existing customers and to
provide for planned growth. This CIP also reflects increased investment in water conservation
and energy use reduction projects such as the Los VVaqueros Energy Recovery Project, which will
reduce the District’s energy use through the creation of clean and renewable hydropower. By
investing in sustainability in all areas of the organization, the District’s CIP provides the means
to meet the needs of today’s customers without compromising the ability to meet the challenges
of the future.

All of the priority level 1 and 2 projects in the 2011 CIP can be funded and all operating costs
and debt service obligations met with revenue increases over the ten-year CIP planning period
that are less than the assumed inflation rate. The proposed rate increases and reserve balances
meet the Board’s policies. Projected untreated water and treated water revenue increases do not
exceed assumed inflation in any year, and the highest projected annual revenue increase over ten
years is 3.75 percent. The District is able to achieve these consistently modest increases by
reducing controllable operating costs, increasing competitiveness through expansion of service,
investing in employee productivity through training, improved support facilities and equipment,
and use of reserves to meet the Board’s reserve policy levels over the ten-year CIP.

CIP Structure

The CIP is organized into ten separate program areas, each representing a different function of
the District. Organizing projects by function allows the CIP to be viewed as a series of programs
for improvements in specific areas of District responsibility. The ten programs are:

e Administrative, Support and Maintenance Facility Improvement
e Delta Projects

e Equipment and Other Capital Purchases

e Expansion of Services

e Future Water Supplies

e Los Vaqueros Watershed and Recreation

e Treated Water Distribution and Storage Facilities

e Untreated Water Supply and Transport

e Water/Energy Demand Reduction

e Water Treatment Facility Improvements

Significant elements of each of the ten program areas are summarized in the Program Highlights
section later in this Executive Summary. A more detailed description of the programs is
included in Section IV: Program Summary.

Within each program area, projects are prioritized according to a standard set of criteria that

measure the relative importance of a project based upon factors such as protection of health and
safety, legal requirements, relationship to District goals, and rate of return on the District's
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investment. The priority levels provide a basis for deciding which projects should be done in
any given year. They also provide a basis for scheduling projects over the ten-year span of the
CIP.

The following three levels are used to reflect a range of priorities from high to low:

Priority Level 1 -- These are the highest priority capital projects. They include projects
already under construction and those required by legislation, regulation, contract, or for
protecting health and safety. Priority level 1 also includes applicant and grant-funded
projects.

Priority Level 2 -- These are projects that provide measurable progress toward achieving
the District’s goals, but over which the District has a moderate level of control as to when
they should be performed. Where return on investment is a determining factor, projects
in this priority level will have a payback of less than five years.

Priority Level 3 -- These are projects that are projected to be needed, but over which the
District has a significant level of control as to when they should be performed or the
District is awaiting response to a grant application. Where return on investment is a
determining factor, projects in this priority level will generally have a payback of greater
than five years.

A more detailed description of the prioritization system is provided in Section I1I: CIP Context
and Structure.

Program Highlights

Each of the ten programs addresses a specific area of capital investment. Highlights of each
program, including the planning basis, significant projects or capital improvements, and expected
contributions to meeting the District’s goals, are presented below.

Administrative, Support and Maintenance Facility Improvement -- Buildings and facilities
not directly involved in the treatment, transmission, or storage of water are organized within this
program. The planning basis is the Facilities Master Plan. The Annual Building and Facility
Improvements (priority level 1) project provides for capital replacement of and improvements to
existing District buildings and grounds with an estimated funding requirement of $9.1 million
over the ten-year CIP period. This program includes a new $4.6 million project to complete
seismic improvements at the District Center. Preliminary design and permitting are scheduled to
begin in FY2011.

Delta Projects -- This program includes water quality and reliability improvement projects being
managed by the District under contract with State/Federal agencies, or projects that implement
Delta improvement objectives. Estimated funding for this program is $119 million over the ten-
year CIP period. Sources of funding include State and Federal agencies, District revenues, and
other local agencies. There are three projects in this program:

e Alternative Intake Project (priority level 1, $1.5 million)
e Los Vaqueros Reservoir Expansion Implementation (priority level 2, $109.3 million)
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e Los Vaqueros Reservoir Federal/State Studies (priority level 2, $8.1 million)

This CIP reflects completion of the Alternative Intake Project by July 2010. The project will be
completed on schedule and within budget and will immediately improve the quality of water
delivered to the District’s customers. Chloride levels in Victoria Canal during the summer and
fall are lower than the District’s other Delta intakes, thereby reducing the need for Los Vaqueros
blending and saving more water in the reservoir. The Los Vaqueros Reservoir Expansion project
is fully funded to move forward on a phased expansion of the reservoir to 160 TAF, dependent
on the Board’s action to certify the EIS/EIR in Spring 2010. The project will increase water
supply reliability and water quality benefits for the District’s customers.

Equipment and Other Capital Purchases -- The District has an ongoing need to invest in new
or replacement capital equipment. Equipment replacement schedules are based on useful life, or
when it is most cost effective based on anticipated future operating and repair costs. This
program includes nine projects for purchases of capital equipment totaling approximately $17
million. Significant projects include:

e Fleet Vehicles and Heavy Equipment Replacement (priority level 2, $8.1 million)

e Replacement/Upgrade of Computer Systems (priority level 2, $3.1 million)

» Replacement/Upgrade of Lab Equipment (priority level 2, $0.98 million)

e Replacement/Upgrade of Network Systems and Hardware (priority level 2, $1.3 million)
« Replacement/Upgrade of SCADA Equipment (priority level 2, $0.8 million)

« Replacement/Upgrade of Telecommunications Equipment (priority level 2, $1.4 million)

The fleet vehicle and heavy equipment replacement program is funded from the Vehicle
Replacement Fund. The Vehicle Replacement Fund is a sinking fund with consistent annual
contributions reflected in the ten-year Financial Plan. The Replacement/Upgrade of Computer
Systems (Financial, Customer Information, and Human Resources Information Systems;
formerly referred to as the Mainframe Computer) needs to be completed every seven to eight
years based on hardware and software life cycles. The next replacement is scheduled for
FY2014.

Expansion of Services -- The purpose of this program is to increase the competitiveness of the
District through expanding services. Service expansion diversifies revenue sources and increases
efficiencies through improved utilization of existing assets (e.g., sharing treatment plant
facilities). This program currently includes one project, a 15 MGD planned expansion of the
CCWD/Brentwood Water treatment Plant (priority level 1, $45 million) in the later years of the
CIP. The expansion will serve the ultimate needs of the City of Brentwood and will be fully paid
for by the City.

Future Water Supplies -- This program includes $10.7 million in projects related to meeting
future water supply requirements except conservation projects, which are in the Water/Energy
Demand Reduction program. The program includes two projects: 1) periodic updates to the
Future Water Supply Study ($0.47 million), and 2) a placeholder for water supply projects ($10.3
million). The water supply projects in this program will serve future growth and are fully funded
from Facility Reserve Charge (FRC) revenues. These projects help meet the District’s goals of
increasing water supply reliability.
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Los Vaqueros Watershed and Recreation -- The projects in this program total $6.8 million and
provide for renewal and replacement of recreation equipment and facilities (Recreation Facilities
and Equipment, priority level 2, $0.9 million), Watershed Improvements (priority level 2, $5.1
million), and Land Acquisition and Real Property Management (priority level 2, $0.8 million).
Projects within this program are based on the Resource Management Plan and Recreation Plan
for the Watershed. The Watershed projects are predominantly focused on meeting regulatory
permit requirements and helping to maintain water quality in the reservoir and maintain access.
This program also includes funding for projects that may increase revenues through leases of
District lands for grazing, wind power, or other enterprises.

Treated Water Distribution and Storage Facilities -- This program is vital to maintaining the
level of service, quality, and safety of the District's existing treated water system, as well as
providing for expansion to meet future needs. The program relies on the following planning
studies: 1) the Treated Water Master Plan (TWMP), approved in 2007; and 2) the Treated Water
Renewal and Replacement Study (2005). Investments of $87.8 million over the ten-year CIP
period are projected for this program. Of this, approximately $50 million is to upgrade existing
facilities—investments that directly advance the goals of increasing system reliability and
improving delivered water quality. These projects also improve efficiencies and customer
satisfaction. The program also includes $10 million in new treated water facilities and an
additional $21.7 million is estimated for applicant-funded projects. Significant projects within
this program include the following:

= Distribution Facilities (applicant projects) (priority level 1, $21.7 million)
e Pipeline Renewal/Replacement (priority level 2, $24.2 million)

e Port Chicago Pipeline Phase Il (priority level 1, $8.7 million)

e TW Facilities Improvement Program (priority level 2, $17.3 million)

e TW Reservoir Rehabilitation (priority level 2, $8.5 million)

Funding for rehabilitation projects is from treated water rate revenues. Funding for new facilities
is split between treated water rate revenues and FRC revenues, depending on whether the facility
is for growth or to improve efficiencies.

Untreated Water Supply and Transport -- The projects in this program serve to improve
source water quality and to replace, expand, and improve the District's untreated water facilities.
The planning bases are diverse and include the Untreated Water Facilities Improvement Plan and
the Seismic Reliability Improvement Plan. The funding estimate for this program is $164.7
million. Significant projects within this program include the following:

e Canal Replacement Project (priority level 1, $30.9 million; level 3, $46.3 million)
e Rock Slough Fish Screen (priority level 1, $23.8 million)

e Shortcut Pipeline Improvements (priority level 2, $10.5 million)

e Untreated Water Facilities Improvement Program (priority level 2, $21.6 million)
e Untreated Water Pipeline (priority level 2, $21.6 million)

This program includes the Canal Replacement Project that improves source water quality,
improves flood protection, and enhances public safety in areas adjacent to the unlined canal.
Much of this project will be funded by others, including Army Corp of Engineers, Reclamation,
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developers, State bond funds, and other State and federal funding programs. The District
acquired funds from the ARRA for the construction of the Rock Slough Fish Screen and the
District has completed construction of the initial phase of the project. The installation of the fish
screen is scheduled to be completed in FY2011. The Untreated Water Facilities Improvement
Program funds renewal and replacement of pumping and conveyance facilities and includes such
activities as canal lining replacement and pump station rehabilitation. Construction of the
Untreated Water Pipeline (the “Green Line”) is included in the latter portion of the ten-year CIP
window. This project is scheduled to begin in FY2017 and will include a 36 MGD pump station
and a four-mile untreated water pipeline to parallel the existing Canal and increase conveyance
capacity and improve system reliability.

Water/Energy Demand Reduction — This program includes activities related to planning and
implementation of water conservation and energy demand reduction projects in recognition of
the significant linkages between water conservation and energy demand reduction. Energy is
needed to pump, treat, transport, use (heat, cool, or pump) and to treat water again as wastewater.
Water conservation programs results in significant energy savings and environmental benefits,
including reductions of greenhouse gases such as carbon dioxide. Water conservation projects
are being implemented to meet future water needs and the Best Management Practices (BMPSs)
required by the Central Valley Project Improvement Act (CVPIA) and the State Memorandum of
Understanding regarding urban conservation. Conservation incentives are expected to produce
cumulative water savings of over 16,000 acre-feet over the ten-year CIP period and will
contribute to meeting the new 20% by 2020 state mandated water conservation goal. The
funding estimate for this program is $18.2 million. Significant projects within this program
include the following:

e Water Conservation Incentives (priority level 1, $9.4 million)
e Los Vaqueros Energy Recovery (priority level 2, $4.8 million)

Water Treatment Facility Improvements -- This program contains capital improvements
related to the District's water treatment facilities. The projects were identified in the Water
Treatment Plant (WTP) Master Plan (2003). Estimated costs for the program are $120.4 million,
including $19.4 million in priority level 2 projects to renew, replace, and enhance existing
treatment facilities. These projects result in improved drinking water quality and increased
system reliability. The priority level 3 costs are primarily related to the Membrane Filtration
Placeholder ($80 million), a water quality improvement project that may be necessary if Delta
water quality degrades or if future new regulations require advanced treatment. Significant
projects in this program include:

e Bollman WTP Improvements (priority level 2, $9.7 million; priority level 3, $5 million)

e City of Brentwood WTP Improvements (priority level 2, $2.7 million; priority level 3,
$0.7 million)

e Membrane Filtration Placeholder (priority level 3, $80 million)

» Randall-Bold WTP Improvements (priority level 2, $7 million; priority level 3, $6.6
million)



Operation and Maintenance Costs

The Financial Plan considers total District operating costs in its analysis, including current
operating costs inflated over time, as well as future costs related to implementing the CIP
projects. Projected operating costs for the first year of the 2011 CIP are $71.7 million and are
based on the adopted FY2010 budget with the exception that water costs have been adjusted to
reflect reduced water sales associated with the drought program. Future operating costs are
assumed to increase by 4% annually, with the exception of Central Valley Project (CVP) water
costs that are assumed to increase by % annually. Operating cost impacts resulting from capital
projects are incorporated into the operating cost projections in the year the facility comes on line.
In addition, the Financial Plan anticipates an increase in water costs of $1.5 million per year
beginning in FY2014 as a result of the implementation of a water surcharge by the state to fund
operating activities of the Delta Plan. This estimate is slightly reduced ($300,000 per year) from
the prior CIP and delayed three years because an $11.14 billion water bond was passed as part of
the 2009 water package legislation which, if passed by voters, will fund the general capital
requirements of the Delta Plan.

Estimates of operating costs for each project are documented in the project summaries. CIP
Section V: Operating Impacts of the Capital Improvement Program, includes an analysis of
operating costs, including labor, related to implementing the CIP. In the tenth year of the CIP,
the annual increase in operating costs related to implementing all of the priority level 1 and 2
projects in the CIP is estimated to be approximately $750,000, including two additional full time
employees.

Financial Plan Highlights

The financial information in the CIP has been updated to include operating and capital
expenditures and reserve balances through FY2010, and revised revenue projections and
anticipated costs projected for the ten-year CIP period. The Financial Plan reflects the District’s
continued commitment to provide outstanding customer service while controlling costs that
impact water rates, consistent with Board policies on reserves and rates. It also reflects
continued compliance with the District’s bond covenants including maintaining a debt service
coverage ratio of at least 1.25 times annual debt service. The average coverage ratio during the
ten-year planning period is 1.5. All of the priority level 1 and 2 projects can be funded and all
operating costs and debt service obligations will be met with minimal, orderly revenue increases
over the ten-year CIP planning period. The proposed rate increases meet the Board’s rate policy
that all projected rate increases must be at or below the assumed annual rate of inflation.
Projected untreated water and treated water revenue increases do not exceed assumed inflation in
any year, and the highest projected revenue increase is 3.75 percent. Highlights of the ten-year
Financial Plan follow.



Capital Projects and Funding Sources

The total cost of projects in the CIP Priority

is approximately $599.1 million, an Level 2011 CIP Costs | 2010 CIP Costs
increase of $16 million from the . .
2010 CIP. The increase in total CIP 1 $145.1 million $ 118.7 million
costs is the net result of inflation, 2 $297.3 million $ 261.8 million
adding new projects, and adjusting | g5t | $442.4 million | $ 380.5 million
cost estimates to reflect new — —
information and progress towards 3 $156.7 million $ 202.6 million
completion.  The  Financial Plan Total $599.1 million $583.1 million
assumes priority level 1 and priority Table I-1 CIP Project Cost Comparison

level 2 projects are funded. Priority by Priority

level 1 and priority level 2 projects

total approximately $442.4 million in

the 2011 CIP. As shown in Table I-1, this total is $61.9 million higher than the priority level 1
and 2 totals in the 2010 CIP. Priority level 3 projects have decreased by $45.9 million. These
changes are driven primarily by an updated cost estimate for the Los Vaqueros Reservoir
Expansion and funding of the Rock Slough Fish Screen and Canal Replacement Project. The
District was successful in obtaining $33 million in ARRA funding for the Rock Slough Fish
Screen and is seeking additional stimulus funding to begin the next phase of the Canal
Replacement Project in FY2011. The Canal Replacement Project was authorized to receive $23
million in federal funds under the Water Resources Development Act of 2004.

As shown in Table I-2, of the $442.4 million in funded project costs, $164.9 million are revenue
funded (37%), $134.6 million are funded by others (31%), and $142.9 million (32%) are debt-
funded. For comparison purposes, the funding sources for the 2010 CIP are also shown.

The increase in debt-funded

of $81.5 million reflects the
assumption that the Los
Vaqueros Reservoir
Expansion (LVE) will be
100% funded by the District.
The 2010 CIP assumed that

Funding Source

2011 CIP Costs

2010 CIP Costs

Debt-funded $142.9 million $ 61.4 million
Funded by others $134.6 million $148.6 million
Revenue-funded $164.9 million $170.5 million
Total $442.4 million $380.5 million

Table I-2 CIP Priority Level 1 and 2 Project Cost Comparison

H 0,
approximately 70% of the by Funding Source

project would be funded by
others and the remaining 30% would be revenue funded. It is assumed that debt funding for LVE
will be in the form of short-term financing utilizing commercial paper or Bond Anticipation
Notes (BANs). BANs are promissory notes issued by the District with maturities ranging from
one to five years. As debt capacity and refinancing opportunities become available beginning in
2021, the short-term financing will be retired with long-term bonds. This approach optimizes the
District’s cash flows and use of reserves and results in the overall lowest financing costs for the
project. Funded by others has decreased by $14 million and is the net result of the assumption to
debt fund LVE and the additional ARRA and stimulus funding for the Rock Slough Fish Screen
and Canal Replacement projects. It should be noted that but for the change between this year



and last year in the funding source for LVE, funded by others has actually increased significantly
by over $50 million.

The District is debt funding the Alternative Intake Project in a manner similar to LVE, with
short-term financing using commercial paper or BANs and long-term bonds starting in 2021 or
thereafter depending on refinancing opportunities to achieve the overall lowest cost of financing
for the project. The $30 million for the AIP that was identified in SBXX1 and Proposition 84 has
not been included in the Financial Plan because the timing of the District receiving these funds is
uncertain due to current economic conditions. The District continues to aggressively pursue this
outside funding source for the AIP and will utilize the outside funds to pay down the AIP debt
when it is received.

CIP funding by fiscal year for priority levels 1 and 2 projects is shown in Table I-3. For
comparison purposes, the estimated costs from the 2010 CIP are also shown. The higher
expenditures in the first two years of the 2011 CIP reflect the assumption that the design and
construction of the Los Vaqueros Reservoir Expansion Project has been accelerated and funding
of the Rock Slough Fish Screen and Canal Replacement Project has been added.

Table 1-3 Priority Level 1 and 2 Project Costs by Fiscal Year

(in millions of dollars, current dollars)

2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | TOTAL

2011 CIP| NA|1221| 100.8| 195 25.6 36.7 37.4 24.6 17.4 255| 329 442.4

2010CIP| 60.4| 25.6 174 21.6 28.0 55.0 69.7 55.6 31.2 159] NA 380.5

Projected Capital and Debt Service Expenditures

The District’s annual investment in capital facilities is the sum of revenue-funded capital costs
and existing and future debt service costs. The District currently pays debt service for Los
Vaqueros, Randall-Bold, the Bisso Administration Building, the Multi-Purpose Pipeline and
other seismic projects. The District also has low interest State Revolving Fund (SRF) loans for
the Bollman Safety and Water Quality (SWQ) Project, the Contra Loma Swim Lagoon, and the
Bollman Sedimentation Basin project. Rates are set to meet capital and debt service costs as
well as District operating costs. Table I-4 shows a comparison of District funded untreated and
treated water capital and debt service costs by fiscal year between the 2011 CIP and the 2010
CIP for priority level 1 and 2 projects.




Table 1-4 Projected Capital and Debt Service Expenditures
Comparison by Fiscal Year for Untreated and Treated Water

Priority Level 1 and 2 Projects
(in millions of dollars, inflated dollars)

a) Untreated Water

CIP | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 TOTAL
2011 | N/A| 63.2| 476 46.7| 48.7| 63.4| 48.2| 484 495 | 50.0| 454 511.1

2010 | 50.9| 50.4| 43.7( 46.1| 449| 588 454| 46.3| 481 | 86.8| N/A 521.4

Note: Does not include projects funded by applicants or other agencies

The 2011 CIP reflects a decrease in untreated water revenue-funded projects and debt service of
$10.3 million (inflated) compared to the 2010 CIP. The change is the result of the prior CIP’s
assumption that the District revenue funded $26 million of Los Vaqueros Reservoir Expansion.
The project has been accelerated and will be funded using short-term debt during the ten-year
planning period. This reduction is offset in part by the addition of approximately $8 million in
District funding for the second phase of the Canal Replacement Project. The District is seeking
up to an additional $23 million in federal and state grants to fund the next phase of the project.

b) Treated Water

CIP| 2010| 2011 | 2012 | 2013 | 2014 | 2015 2016 | 2017 | 2018 ] 2019 | 2020 TOTAL

2011 N/A| 184 152 145| 16.7| 13.6| 152| 144| 157| 16.7| 304 170.8

2010| 17.0( 16.8| 149| 13.0| 145| 13.7| 147 143| 151| 17.7| N/A 151.7

Note: Does not include projects funded by applicants or other agencies
There was an increase in treated water revenue funded projects and debt service of $19.1 million
compared to last year’s CIP. The primary driver for the increase was the beginning of
construction of the Port Chicago Pipeline Phase Il in 2020.

Revenue Increase Projections

The projected untreated and treated water revenue increases required to fund priority level 1 and
level 2 projects, while covering operating costs and debt service and maintaining required
reserve balances, are shown on Tables I-5 (a) and (b), respectively. For comparison purposes,
projected water revenue increases from the 2010 CIP are also shown. These are preliminary
projections only. The Board of Directors determines actual revenue increases at the time of each
annual rate study.
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Table I-5(a) Projected Untreated Water Revenue Increases Comparison
Priority Levels 1 and 2 Projects

2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020
2011 CIP | 2.75%* | 3.5% | 3.5% | 35% | 3.5% | 3.75% | 3.75% | 3.75% | 3.75% | 3.75% | 3.75%
2010 CIP 3.25%| 35%| 3.5%| 3.5%| 3.5%| 3.75%)| 3.75%| 3.75%| 3.75%| 3.75%| N/A

* Adopted by the Board in December 2009

Table 1-5(b) Projected Treated Water Revenue Increases Comparison
Priority Levels 1 and 2 Projects
2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020
2011 CIP  |2.75%* | 35% | 35% | 35% | 35% | 35% | 35% | 35% | 35%| 3.5%| 3.5%
2010 CIP 3.25%| 3.5%| 3.5%| 3.5%| 3.5%| 35%| 3.5%| 3.5%| 35%| 35% N/A

* Adopted by the Board in December 2009

The 2011 CIP and Financial Plan meets the Board’s rate and reserve policies while anticipating
significant water sales revenue reductions. Projected untreated water and treated water revenue
increases do not exceed assumed inflation in any year. Implementing the 2011 CIP will require
annual untreated and treated water revenue increases ranging from 3.5% to 3.75%. These
revenue increases are consistent with those projected in the 2010 CIP. The District is able to
achieve these consistently modest increases by reducing controllable operating costs, increasing
competitiveness through expansion of service, investing in employee productivity through
training, improving support facilities and equipment, and using reserves to reach the Board’s
reserve policy levels over the ten-year CIP.
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Section Il: Background

The Ten-Year Capital Improvement Program (CIP) and Financial Plan are annually updated as
authorized under Contra Costa Water District (District) Code of Regulations Chapter 7.16.030.B.
The CIP provides a comprehensive view of the asset investments required over the next ten years
to meet the mission and goals of the District. The Financial Plan projects operating costs and
reserve balances, and estimates revenue requirements necessary to fund the required projects and
operate the District. This comprehensive approach provides an opportunity for the District to
prioritize capital investments, monitor progress toward meeting its goals, manage cash flow,
diversify revenue sources, and project rates and charges over ten years.

The 2011-2020 CIP is an update of the previous CIP covering fiscal years 2010-2019, adopted
by the Board on February 18, 2009. Board adoption of the CIP establishes the scope and
estimated costs of various capital projects designed to meet the long-term needs of the District.
Adoption does not commit funds or authorize projects. Project approvals and funding are
obtained through the budget process.

The District’s mission and goals are set forth below. Also included is an overview of existing
facilities and operations to provide context for the projects and programs in the CIP.

District Mission and Goals

The Mission Statement represents the District’s statement of purpose. The statement includes a
set of seven values that govern how the District will conduct itself in meeting its mission. Ten
major goals were developed to measure the success of meeting the purpose as defined by the
Mission Statement, and Key Performance Measures have been developed to assess the District’s
progress in meeting those goals. The Mission Statement and District Goals were established by
the Board and guide the development of the CIP and Financial Plan and are explained in more
detail below.

Mission Statement

The mission of the Contra Costa Water District is to strategically provide a reliable supply of
high quality water at the lowest cost possible, in an environmentally responsible manner.

In fulfilling this mission, The District will:

e Responsibly serve the public

e Provide District employees a safe and healthy work environment

e Ensure fair and equitable rates and charges

» Work cooperatively with local, regional, state, and federal agencies

e Practice ethical behavior

e Ensure an open process

= Ensure equal opportunity and diversity in personnel matters and contracting
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District Goals

The goals of the Contra Costa Water District are:

1.

w N

BOoo~N O A~

Ensure that the District delivers high quality and reliable water supplies for current and
future needs.

Provide excellent customer service and high levels of customer satisfaction.

Plan, design, and construct high quality facilities consistent with District needs and
industry standards.

Effectively manage the District’s financial resources in conformance with Board policies.
Ensure that all District activities surpass all applicable laws and regulations.

Operate, maintain, and protect District facilities in a safe and cost-effective manner.
Provide leadership in water affairs.

Actively enhance effective community relations and public information.

Create and maintain a work environment that fosters teamwork and individual excellence.

. Manage and maintain Reclamation and District natural and recreation resources, and

protect public safety and water quality.

Key Performance Measures

The purpose of the Key Performance Measures is to provide the Board with a summary tool for
assessing the District’s progress in meeting its goals. The six measures are:

Customer Service — Achieve sustained improvement in customer ratings of their
satisfaction levels for contacts with District employees on a satisfaction scale from poor
to excellent.

Water Production — Hold increases in operating labor costs per equivalent connection at
less than annual inflation.

Employee Safety — Reduce the number of calendar year recordable accidents and lost
workdays to achieve frequency and severity rates for industrial injuries below the
District’s five year rolling average.

Water Quality/Reliability — Have no reportable Department of Health Services violations
and no excesses of the Maximum Contaminant Level for substances listed in the Annual
Water Report.

Capital Projects — Ensure all District costs for administration, planning, design, and
construction management on completed projects be less than the District’s five year
rolling average without reducing quality or performance.

Productivity — Maintain increases in the average cost per operating labor hour at a level
less than annual inflation.
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Existing Facilities and Operations

The District provides water to approximately 550,000 people in Contra Costa County. In
performing this service, the District operates and maintains a complex system of water
transmission, treatment, and storage facilities to supply both treated and untreated (raw) water to
its customers.

The Contra Costa County Water District was approved by the voters in 1936 as the legal entity to
contract, purchase, and distribute water provided by the U.S. Bureau of Reclamation through the
Contra Costa Canal. (In 1981, "County" was dropped from the name, leaving Contra Costa
Water District.) The 48-mile canal conveys water from the Sacramento-San Joaquin Delta,
through Rock Slough and Old River, to eastern and central Contra Costa County.

The District's service area encompasses most of central and northeastern Contra Costa County, a
total area of more than 137,127 acres (including the Los Vaqueros watershed area of
approximately 19,100 acres). Water is provided to a combination of municipal, residential,
commercial, industrial, landscape irrigation, and agricultural customers. Major untreated water
municipal customers are the Cities of Antioch, Pittsburg, and Martinez. Treated water is
distributed to customers living in the following communities: Clayton, Clyde, Concord, Pacheco,
Port Costa, and parts of Martinez, Pleasant Hill, and Walnut Creek. In addition, the District
treats and delivers water to the City of Brentwood, Golden State Water Company (serving Bay
Point), Diablo Water District (DWD), and the City of Antioch. The District recently entered into
an agreement with the Golden State Water Company to meet 100% of the demands in the
Community of Bay Point through a new treated water interconnection on the Multi-Purpose
Pipeline.

8.

4 Contia Costa Watsr Distict For the first 25 years of its existence, the

District's main responsibility was the
purchase and distribution of untreated
. water through the Contra Costa Canal.

e R The cities and other water utilities within
Loae=2) the District were responsible for treating
water used by their customers.
However, in the late 1950s, many
citizens and public officials became
concerned about the quality and cost of

iz _ | the water in the central county area. To
* solve this problem, the District
o - purchased the California Water Service

Company's Concord-area treatment,
pumping, storage, and distribution

facilities. In 1968, the District replaced
the old treatment facilities with the
construction of its own Ralph D. Bollman Water Treatment Plant in Concord. The Bollman
plant and the Randall-Bold Plant built in 1992 now provide treated water to approximately
265,000 people in the central county area and by contract to Bay Point. The Randall-Bold Water
Treatment Plant in Oakley is jointly owned with DWD. The Randall-Bold plant provides treated
water to DWD, and by contract, to the Cities of Antioch and Brentwood, Golden State Water

Figure 11-1 District Service Area
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Company (Bay Point), and new growth in Central County. The Multi-Purpose Pipeline,
constructed in 2003, transports treated water to new customers in Central County from the
Randall-Bold plant.

Water Supply

The District is a Central Valley Project (CVP) contractor, historically relying almost entirely on
the federal government (the United States Bureau of Reclamation) to supply its water through the
Sacramento-San Joaquin Delta. The 2005 Long-Term Renewal Contract with Reclamation
provides for the operation of the Los Vaqueros Project, and for a maximum delivery of 195,000
acre-feet per year from the CVP, with a reduction in deliveries during water shortages including
regulatory restricted and drought years. The Long-Term Renewal Contract was executed in May
2005 and is consistent with the Central Valley Project Improvement Act of 1992.

Other District supplies include water rights at Mallard Slough (License No. 10514 and Permit
No. 19856) for a maximum diversion of Delta water of up to 26,700 acre-feet per year. This
water is subject to quality degradation and can only be used intermittently. On June 2, 1994, the
State Water Resources Control Board issued Water Rights Decision 1629 that gives the District
additional rights to divert and store water for beneficial uses. The State Board subsequently
issued Water Rights Permits No. 20749 and 20750 for filling Los Vaqueros Reservoir from the
new intake at Old River near Highway 4 and diversion and storage of the water of Kellogg
Creek. These rights are in addition to the contractual rights to divert and store water furnished
through the CVP. Construction of the reservoir began in September 1994 and was completed in
January 1998. Diversion from the Old River intake for delivery to the District’s service area
began in the summer of 1997. Up to 95,850 acre-feet annually may be diverted for storage
between November 1 of each year to June 30 of the succeeding year under Water Rights Permit
No. 20749. On January 28, 1999, the Los Vaqueros Reservoir was filled to 100,000 acre-feet for
the first time. In February 1999, the District released water from the reservoir for the first time
for use in the District's service area. Releases were scheduled in compliance with the project’s
Biological Opinions to allow the District to cease all diversions from the Delta and provide
benefits to Delta fisheries. Additionally, releases of high quality reservoir water have been used
to blend with Delta water to improve delivered water quality as needed.

Additionally, the District has a contract with the East Contra Costa Irrigation District (ECCID)
for untreated water that can be used in areas in East County within the boundaries of both the
District and ECCID, and for additional drought supplies available through groundwater
exchange. The District has an ongoing program to obtain additional sources for use during
drought and to provide for future demands.

An intertie connecting the Los Vaqueros Pipeline with East Bay Municipal Utility District’s
(EBMUD) Mokelumne Agueducts in Brentwood has been completed and enables the wheeling
of a portion of the District’s CVP water via the Freeport project and the Mokelumne Aqueducts.
The intertie also functions as an emergency connection between EBMUD and the District,
enabling the districts to share water resources in an emergency.

In addition, the District is partnering with the East Bay Municipal Utility District, the San
Francisco Public Utilities Commission, and the Santa Clara Valley Water District to jointly
explore the development of regional desalination facilities that would benefit over 5.4 million
Bay Area residents and businesses served by these agencies. The Bay Area Regional
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Desalination Project could consist of one or more desalination facilities, with an ultimate total
capacity of up to 71 million gallons per day. The project could potentially provide additional
source of water during emergencies such as earthquakes or levee failures and supplemental water
supplies during extended droughts. A pilot project was recently conducted at the District’s
Mallard Slough Pump Station site to collect data on technical feasibility (pretreatment options,
membrane performance, design parameters) and the environmental impacts (brine disposal,
marine life).

Water Quality

The District’s mission is to “strategically provide a reliable supply of high-quality water at the
lowest cost possible, in an environmentally responsible manner.” The District obtains its water
supply exclusively from the Sacramento-San Joaquin Delta (Delta) and serves treated and raw
(untreated) water to approximately 550,000 people in central and eastern Contra Costa County.
All of the District’s intakes are subject to variations in water quality caused by salinity intrusion,
Delta hydrodynamics, and discharges into the Delta and its tributary streams from both point and
non-point sources. Since 1992, the District has spent over $1 billion on capital improvements,
including $450 million on the Los Vaqueros Project, as well as over $200 million on projects
directly related to improving water quality and the security of the District’s water delivery
system (such as improvements at both Bollman and Randall-Bold Water Treatment Plants,
construction of the Multi-Purpose Pipeline, improvements at Contra Loma Reservoir, and other
District projects). Notwithstanding these efforts, Delta water quality at the District’s intakes (as
measured by chlorides) has declined significantly over the last twenty years, affecting the
reliability of the District’s supplies and its ability to consistently provide high-quality water to its
customers. In addition, judicially-imposed restrictions on diversions from the Sacramento-San
Joaquin Delta that started in 2007, and actions by regulatory agencies affecting such diversions
in the future have the potential to further degrade water quality in the Delta. The increase in
chlorides directly impacts the performance of the Los Vaqueros project by requiring additional
blending releases from the reservoir to meet the District’s delivered chloride goal of 65
milligrams per liter.

Untreated Water System

The Contra Costa Canal is the District's major water supply facility, with a four-mile earth lined
channel starting at Rock Slough leading into the 44-mile concrete-lined facility. The canal
passes through many of the cities and communities in the northeastern and central county areas
before ending at the Martinez Reservoir. Water is supplied to the canal from Old River via the
Los Vaqueros Project pipelines and from Mallard and Rock Slough. A fourth Delta intake
(Alternative Intake Project) is currently under construction and is scheduled to begin operation
by July 2010. A series of four pump stations (Pumping Plants One through Four) lift the water
from Rock Slough to a height of 126 feet above sea level, after which gravity propels the water
to its terminus in Martinez. Four reservoirs - Contra Loma Reservoir, Martinez Reservoir,
Mallard Reservoir, and Los Vaqueros Reservoir - provide approximately 110,000 acre-feet of
storage capacity.

The Los Vaqueros Project was completed in 1998 and includes a 100,000 acre-foot reservoir,
intake and pump station at Old River, and transmission facilities. Water diverted from Old River
can be stored in the Los Vaqueros Reservoir or conveyed by pipeline to the canal system. In
addition to emergency storage, the Los Vaqueros Reservoir provides high quality water for
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blending when Delta quality is degraded. Contra Loma Reservoir is used to provide emergency
storage, to regulate flows in the Canal, to meet peak flows, and to provide back up during canal
maintenance. Mallard Reservoir and Martinez Reservoir serve as terminal storage for flow
regulation and emergency use.

An automated computer system called SCADA monitors and controls both the untreated and
treated water systems, turning pump stations on and off, opening and closing valves, and
regulating reservoir levels. The system uses microwave radio signals to communicate with
instrumentation located throughout the untreated and treated water systems.

Treated Water System

The District operates three water treatment facilities, the 75 million gallons per day (MGD)
Bollman Water Treatment Plant, the 40 MGD Randall-Bold Water Treatment Plant, and the 16.5
MGD City of Brentwood Water Treatment Plant. The Bollman plant serves the District's treated
water customers in Central County, and under special agreement, provides treated water to Bay
Point. The Randall-Bold Plant in Oakley, which came on line in July 1992, currently provides
treated water to the Diablo Water District, Golden State Water Company (Bay Point), and the
Cities of Brentwood and Antioch. The Randall-Bold plant also serves new growth in Central
County. The Multi-Purpose Pipeline, constructed in 2003, is primarily intended to transport
treated water from Randall-Bold to new customers in Central County, but can also transport
treated water from Central County to Randall-Bold. In the event of a major emergency, the
Multi-Purpose Pipeline can also pump untreated water for fire suppression.

Treated water distribution facilities include more than 800 miles of pipeline and 41 active storage
reservoirs. Total treated water storage capacity is approximately 72 million gallons. Thirty
pump stations are used to deliver the water and maintain water pressure within the distribution
system. There are approximately 60,636 active service connections to the treated water system,
servicing approximately 137,672 equivalent 5/8-inch connections. New facilities are regularly
added to the treated water system to meet new demands, increase reliability, improve operating
efficiencies, and ensure service standards are met. These new facilities are identified and
prioritized in a Treated Water Master Plan (TWMP), which forms the planning basis for many of
the treated water projects in the CIP.

In addition, the District has entered into an agreement with the City of Brentwood to serve the
long-term treated water needs of the City through treatment of non-Los Vaqueros water, for use
in the part of Brentwood that is outside the District’s service area. A separate treatment facility
on the Randall-Bold site was constructed and is operated by the District for the City of
Brentwood. The new treatment plant began delivering water to the City of Brentwood in July
2008. All costs related to this facility are paid by the City.
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Section lll: CIP Context and Structure

The CIP is part of the District's long-range capital investment and financial planning process.
This section describes the CIP in relationship to other District planning efforts, the most
important of which is the ten-year financial plan and rate model. This section also discusses CIP
structure, how the CIP is developed, and key assumptions.

Financial Planning Context

The District undertakes three principle financial planning efforts starting with the annual CIP
Update and ten-year Financial Plan, a two-year capital and operating budget, and an annual
review of rates, fees, and charges. These processes are separate but inter-related. The District's
need to construct new facilities and reinvest in existing infrastructure within a ten-year period is
forecasted in the CIP. The CIP includes a ten-year Financial Plan that estimates ten years of
capital and operating expenditures and the revenue requirements to meet the expenditures. This
provides the basis for projecting ten-year rate impacts. The CIP is presented to the Board in
February of each year. The budget is presented to the Board in May and June, every other year.
Budget status is reviewed at approximately six-month intervals until the next two-year budget.
Rates, fees, and charges are brought to the Board in November and December of each year, and
adjustments are typically considered for Board action in January. This CIP update forms the
basis of the next two-year budget, and the cycle repeats. The District’s financial planning
process is shown in the following figure.

10-Year CIP &
Financial Plan
February (annually)

Two-Year Operating
& Capital Budget
June (bi-annually)

Rate Analysis
(10-Year Projections)
January (annually)

Figure I11-1 District Financial Planning Process
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All three financial planning efforts are integral to the overall financial integrity of the District.
This integrated process ensures near-term financial decisions are made with an understanding of
the long-term implications. Planning capital improvements over a ten-year period through the
CIP provides flexibility to optimize capital investments while consistently adhering to the
Board’s rate policies. The approval and funding of projects through the two-year budget
minimizes uncertainty in financial decision-making and maximizes control over financial
resources.

CIP Structure

Two structural elements provide the framework for analysis and review of the CIP: the program
configuration and the project priority system. Each element is described below.

Program Configuration

The basic unit of the CIP is the project. Projects are grouped by program and sub-program.
There are ten program areas, each representing a different function of the District. Organizing
projects by functional group allows the CIP to be viewed as a series of programs for
improvements in specific areas of District responsibility. Sub-programs are groups of related
projects within a program. The allocation of project costs between untreated and treated water
funds also follows program divisions. Programs, sub-programs, and cost allocations in the 2011
CIP are listed on Table I11-1 on the following page.

The untreated/treated allocations listed in Table I11-1 are based primarily on the assessment of
who benefits from a particular project. This assessment is usually done during master plan
development or by financial audit. Allocation of costs between untreated and treated customers
is used in the Financial Plan to project the rates and charges needed to fund the CIP.

Project Priority System

Each CIP project is assigned a priority level according to prioritization criteria. The priority
system provides a method to rank or rate the relative importance of a project based on factors
such as protection of health and safety, legal requirements, and rate of return on the District's
investment. The priority levels provide a basis for determining which projects should be done in
any given year, and how projects should be scheduled over the ten-year span of the CIP. Only
those projects with a priority level 1 or 2 ranking are included in the ten-year Financial Plan and
Rate Model.

A description of the three priority levels and the prioritization criteria used to rank projects in the
CIP is provided on Page I11-4.
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Table 111-1 PROGRAMS and SUB-PROGRAMS
Allocation of District Costs Between Untreated and Treated Water Funds®

Untreated/Treated
(%)
Administrative, Support and Maintenance Facility Improvement Program (38/62)
Sub-programs: Facilities Expansion
Facilities Upgrades
Delta Projects (200/0)
Equipment and Other Capital Purchases Program? (38/62)
Sub-programs: Equity Funded Equipment
Vehicle Replacement Fund
Expansion of Services Program® (N/A)
Sub-program: Wholesale Treated Water
Future Water Supplies Program (100/0)
Sub-programs: Water Supplies
Planning
Los Vaqueros Watershed and Recreation Program (100/0)
Sub-programs: Recreation
Watershed
Treated Water Distribution and Storage Facilities Program (0/100)
Sub-programs: Corrosion Control
Non-District Funded Projects
Pipe Upgrades
Pipes - New
Pump Upgrades
Pumps - New
Site Upgrades
Storage - New Facilities
Storage Upgrades
TWSA Planning
Untreated Water Supply and Transport Program (100/0)
Sub-programs: Untreated Water Facilities — SRIP
Non-District Funded Projects
Untreated Water Facilities - New
Untreated Water Facilities - Planning
Untreated Water Facilities - Upgrades
Water/Energy Demand Reduction Program (100/0)
Sub-program: Best Management Practices Implementation
Sub-program: Energy Demand Reduction Program
Water Treatment Facility Improvements Program (0/100)
Sub-programs: Expansion
Planning
Upgrades

1. A nportion of untreated water costs is allocated to treated water customers based on consumption. Grant funds for projects affect District costs in the
proportion shown.
The SCADA project is allocated 45% untreated / 55% treated per distribution of system components.

3. Allocations in this program are project specific.
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Priority Level 1

These are the highest priority of all capital projects. Projects are ranked priority level 1 if they
meet one or more of the following criteria:

e Project is required for health and safety. This includes projects needed to protect and
preserve the health and safety of customers, employees, and the public.

e Project is required by law, regulation, or contract. This includes projects required to
meet requirements imposed by federal, State, or local governments.

e Project is under construction.

e Project is funded by applicants or outside funding source.

As an example, an Untreated Water Reservoir Rehabilitation project would be ranked level 1 if it
was required by the California Department of Safety of Dams or Reclamation to ensure dam
safety.

Priority Level 2

Priority level 2 projects are those that provide measurable progress toward achieving the
District’s goals, but the District has a moderate level of control as to when these projects should
be accomplished. Projects are ranked priority level 2 if they meet all of the following criteria:

e Project has a defined scope and provides measurable progress toward achieving
the District’s goals.

e The District has a moderate level of control over the schedule.

e Funding is available such that rate increases are at or below inflation.

e When return on investment is a determining factor, projects have a payback period
of less than five years.

New reservoirs as recommended in the Treated Water Master Plan are examples of projects in
priority level 2. Treated water reservoirs help achieve the strategic goals of improving water
system reliability and increasing competitiveness.

Priority Level 3

Projects not meeting the criteria for priority level 1 or 2 are ranked as priority level 3. These are
projects that are anticipated to be needed, but may not yet have defined scopes, schedules, or
funding sources. In some cases where a project is defined but only a portion of the funding is
available, the project will be phased with the funded portion in priority level 1 or 2 and the
unfunded portion in priority level 3. Where return on investment is a determining factor,
projects with a long-term payback of greater than five years are priority level 3 projects.

The three priority levels are consistent with those used in previous ten-year CIPs. Project

priority rankings were re-evaluated during the project review process and changes were made
where necessary to reflect changed circumstances.
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Project Summaries

A project summary has been prepared for each project in the CIP. These are presented in
program order in Section VII. The project summary form is similar to that used in previous
CIPs. Each summary includes a project description, justification, benefits, estimates of cash
flow and O&M impacts, and funding source information. Schedules in time line form are
provided for all projects (except annual projects). The schedules show the relative duration of
planning, design, and construction activities. A category called "Other" is used for projects that
do not fit this traditional pattern such as some capital equipment purchases. The schedules are
plus or minus three months. A comparison to the 2010 CIP is provided for all continuing
projects.

Development of the CIP and Financial Plan

Assumptions

Long-range financial planning is dependent on the ability to forecast future expenditures and
revenues. Assumptions are made where necessary to proceed with the planning process. The
assumptions used in the 2011 CIP are listed on Figure I11-2. The assumptions have been
organized so that related assumptions, such as those referring to water consumption, are grouped
together. Revenue assumptions for this update incorporate the impacts from the drought
program and assume continuing drought and economic impacts. Assumptions specific to the rate
model are described further in Section VI: Financial Plan.

There are many ways to project growth and many sources of information. Growth projections will
vary depending on the methodology chosen and the base data used, which in turn depend on the
purpose of the projections. Growth projections for financial planning are used in projecting
revenues and are therefore usually conservative or at the lower end of an acceptable range. In
contrast, growth projections for capacity planning are used for sizing and scheduling facilities, and
are more appropriately at the high end of a range.

Growth projections are refined and modified as necessary to meet the needs for the projects using
information from the Future Water Supply Study (FWSS) and the Seismic and Reliability
Improvements Project (SRIP). The FWSS projected annual demands for an average year
regardless of source of supply. The goal of the projections was to determine how much water
would be needed on an annual basis. The SRIP, on the other hand, started with FWSS demands,
and then analyzed them to project peak demands on the untreated water conveyance system. Its
purpose was to design facilities that will meet the maximum required conditions. These and other
differences in assumptions are documented in each study. The projections in the two studies use
the same base, but are modified as appropriate for their respective purposes.

For this CIP, the growth and revenue assumptions have been modified to account for the potential
impacts of the dry conditions and the economic downturn being experienced across the State. The
District anticipates that the dry conditions will continue and there will be an impact on water sales
in the near term. The economic downturn, slow housing market, and rebound from the drought will
have a longer term effect on water sales growth and new connections. Key assumptions for this
CIP are shown below.
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Figure 111-2 Key Assumptions

General

1.

The ten-year CIP is a dynamic capital planning document that will be reviewed and
revised annually.

CIP untreated and treated water costs for priority level 1 and level 2 projects will be held
to a level that results in rate impacts at or below inflation. Cost containment is to be
accomplished without impacting service levels.

Appropriations for capital improvements will be authorized by the Board as part of the
budget process.

Facility reserve charges (FRCs) are a funding source for capital projects. A portion of the
FRC will fund CIP projects related to growth or future water supplies. Allocations
between existing and future customers will be consistent with the findings of the
February 1998 FRC Report. The FRC methodology is used in the Financial Plan.

Capital projects with non-District funding sources (such as applicant funds and grants)
are included in CIP cost estimate totals and the outside funding is included in revenue
projections.

The Alternative Intake Project, MPP-Untreated Water Pipeline and the Los Vaqueros
Reservoir Expansion are assumed to be debt-funded.

The District will utilize commercial paper or Bond Anticipation Notes (BANS) to provide
short-term financing consistent with District policy. Short-term debt, other than that
eligible for refinancing with low interest State Revolving Fund loans, will be converted to
30-year fixed bonds in the future, or paid off from reserves.

District policy and bond covenants require maintaining a debt coverage ratio of at least
1.25:1.

Revenue Forecasting

9.

10.

Consumption and water sales projections were reduced to reflect continued dry
conditions. Municipal and retail treated water consumption are estimated to remain at
levels similar to 2010, reflecting continuation of the District’s drought program.
Industrial untreated water consumption was adjusted based on projected FY2010 sales,
returning to historic consumption levels by 2014. Rebound to pre-drought levels occurs
gradually over the subsequent three years through 2014.

Economic downturn continues, the estimated number of new connections increased
slightly in 2011 to 885 untreated water and 175 treated water connections, significantly
reducing Facility Reserve Charge revenues. Connections and FRC revenues gradually
recover to the pre-recession five year average by 2013.
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11. Interest income on the District’s investments is projected to be 5% per year.

Inflation

12, Inflation is projected at 4% per year for operating and maintenance expenditures (excluding
purchased water) based on the historical average.

13. Inflation is projected at 4% per year for all capital costs in the Financial Plan.

14.  CVP water costs are estimated to increase at 7% per year, beginning in FY2012.

Capacity Planning

15.

16.

Demand projections from the Future Water Supply Study update (2002) are used as the basis
for sizing and scheduling construction of capital facilities.

Future Water Supply Study demands are adjusted to account for drought recovery trends,
economic factors, peak period demands, sources of supply, and other project-specific
conditions as appropriate. All such adjustments are noted as appropriate.

Cost Estimating

17.

18.

19.

20.

21.

Project costs (capital and O&M) are expressed in current (FY2011) dollars unless otherwise
noted. Costs in the Financial Plan are escalated by the appropriate inflation rates, as
described above.

Cost estimates in the first year of the CIP do not include funds that could be re-budgeted to
match cash flow from the current fiscal year’s approved budget. For purposes of the CIP, it
is assumed that budgeted funds are fully expended unless otherwise stated.

Components of capital cost estimates include land acquisition; construction; engineering
services (planning, design, and construction management); direct costs (including legal fees
and administrative support); indirect costs (such as office maintenance and utilities,
accounting and other support services); and construction contingencies. Cost estimates
include an allowance of 35% for engineering services and administrative support and up to
30% for construction contingencies depending on the characteristics of the project.

Estimates of O&M costs include labor, materials, equipment, and other expenses (such as
power) required for all District operations, including operating and maintaining property and
facilities.

Cost estimates for capital projects are accurate within plus and minus ranges that vary
depending on project stage as follows:

a. Preliminary planning estimates (+50% to —30%)
b. Completion-of-planning estimates (+30% to —15%)
c. Design-level estimates (+15% to —5%)
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22.  Accuracy ranges provide guidelines for interpreting cost estimates. They do not represent
project contingencies. Projects under construction do not have an accuracy range
because it is assumed the project will be completed for the contract amount, which
includes allowances for change orders and unforeseen circumstances consistent with
District policy.

23.  All cost estimates have been rounded to three significant figures, but in no case more
refined than to the nearest thousand.

Identifying Capital Projects

Most of the projects in the CIP are identified in master planning documents, such as the Treated
Water Master Plan. Most of these planning documents are periodically updated to ensure that
project planning is based on current and reliable information. Table 111-2 lists major master
plans and studies and the next scheduled update, if applicable. Some CIP projects are based on
maintenance reports, field inspection records, and customer complaints; others are required by
legislation, regulation, agreement, or Board policy. The CIP update team also meets with staff
responsible for specific District functions, such as water treatment, to facilitate identification of
capital project needs.

Table 111-2 — Master Plans and Planning Documents

Document Completed | Next Update

Canal Drainage Study 1995 (@)
Delta Region Drinking Water Quality Management Plan 2005 (@)
Facilities Master Plan 1999 (a)
Facility Reserve Charge Analysis 1998/2002 (b)
Future Water Supply Study 1996/2002 2014
Seismic and Reliability Improvements Project 1997 (@)
Treated Water Master Plan Update 2007 2013
Treated Water Renewal/Replacement Study 2005 2011
Untreated Water Renewal/Replacement Study 2006 2012
Urban Water Management Plan 2005 2010
Water Treatment Plant Master Plan 2003 2011
Watershed Management Program 1997 (@)

(@) An update is not necessary or is not currently scheduled.
(b) Annual inflation adjustments are incorporated in construction-related elements of the FRC.
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Estimating Costs

Capital costs are estimated for each project according to industry data and District experience,
and are expressed in current dollars. Each cost estimate has a plus and minus accuracy range that
varies depending on project planning stage. The accuracy of each cost estimate is noted as a
dollar range on the project summary sheet. Unless stated otherwise, estimates include land
acquisition, engineering services (planning, design, and construction management), construction,
direct costs (including legal fees and administrative support), indirect costs (such as office
maintenance and utilities, accounting, and other support services), and contingencies.

Cost estimates are expressed in current dollars, unless otherwise noted. According to the
Engineering News Record (ENR), the Construction Cost Index for the Bay Area increased 2.9%
from September 2008 (9,344.67) to September 2009 (9,723.92). Estimates of annual costs
associated with operating and maintaining new capital facilities are based on unit costs
developed in cooperation with the Operations & Maintenance Department. Estimates for costs
related to maintaining land owned by the District are based on preliminary dollar per acre figures
provided by the Watershed and Lands Division.

Capital, operating, and debt cost estimates are factored into the Financial Plan. The Financial
Plan accounts for inflation over the ten-year CIP period for all costs except projected debt
service, by escalating costs for each project year by year. Debt service for long-term debt is
based on fixed payment schedules for each debt issue. Debt service for short-term commercial
paper is assumed at 3.5%, BANS are assumed at 2%. Starting in 2012, CVP water costs are
increased at 7% annually due to the volatility of Reclamation’s rate setting methodology.

Sources of Funding

The CIP Financial Plan includes a ten-year analysis of revenues and reserves necessary to fund
CIP projects and the operating costs of the District including debt service. In order to perform
the analysis, the relative benefits to the untreated and treated water systems and to existing and
future customers have to be determined for each project.

Project benefits to the treated and untreated water systems have been defined by program as
indicated on Table I11-1 found on page I11-3. Projects related to water supply or components of
the untreated water system, such as the canal, are funded from untreated water revenues and/or
reserves. Untreated water revenues include the untreated water portion of the treated water rate;
treated water customers currently account for approximately 35% of untreated water revenues.
Projects related to facilities in the Treated Water Service Area are funded from treated water
revenues and/or reserves. The benefits of facilities and equipment required for administrative
purposes are allocated according to the proportion of District operating costs funded from
untreated and treated water revenues, 38% and 62%, respectively.

The threshold question in allocating benefits between existing and future customers is whether a
project is required irrespective of future development and growth, or only because of future
development and growth. Once this has been established, it is necessary to determine whether a
project directly or indirectly benefits the other category of customers. For example, an eight
million gallon reservoir may be needed to meet current storage deficits, but in order to
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accommodate future growth; a twelve million gallon facility is built. Costs would be
apportioned two-thirds to existing customers and one-third to future customers. The FRC is used
to fund the portion of projects required for growth; rate revenues, including reserves, are used to
fund the portion benefiting existing customers. Allocations are determined in the plans and
studies identifying capital projects, not in the CIP.

It is assumed for purposes of this CIP that allocations between existing and future customers will
be consistent with those in the final February 1998 FRC analysis (Montgomery Watson, Facility
Reserve Charge Analysis, February 1998). Funding information is provided for each project in
the project summary section.
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Section IV: Program Summary

This section provides a summary of each of the ten program areas of the 2011 CIP. Each summary
contains a discussion of significant sub-programs and projects, the estimated funding required to
accomplish the projects, and a comparison to the program costs estimated in the 2010 CIP. A table
showing proposed annual funding levels for each project is included for each program. A separate

Project Summary for each of the projects is included in Section VII: Project Summaries.

Table 1V-1 provides a summary of total CIP expenditures by program over the ten-year period, along

with a comparison to the 2010 CIP.

Table 1V-1 2011 CIP by Program
(In millions of dollars, current dollars)

Program 2011 CIP 2010 CIP
Administrative, Support, and Maintenance Facility Improvements 9.1 4.3
Delta Projects 119.0 131.1
Equipment & Other Capital Purchases 17.0 16.4
Expansion of Services 45.3 45.3
Future Water Supplies 10.7 10.1
Los Vaqueros Watershed and Recreation 6.8 7.4
TW Distribution and Storage 87.8 69.8
Untreated Water Supply & Transport 164.7 161.8
Water/Energy Demand Reduction 18.2 18.4
Water Treatment Facilities 120.4 1185

TOTAL 599.2 583.1

Though projects are organized by program, funding is determined by priority level. For reference
while reviewing program expenditures, Tables V-2 and V-3 show funding by priority and by fiscal

year for the 2011 CIP and 2010 CIP, respectively.
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Table 1V-2 2011 CIP by Fiscal Year and Priority
(In millions of dollars, current dollars)

FY11l | FY12 | FY13 | FY14 | FY15 | FY16 | FY17 | FY18 [ FY19 | FY20 | TOTAL
Priority Level 1* 43.2 24.7 3.7 7.4 17.3 24.2 13.5 3.2 3.2 3.2 143.6
Priority Level 2* 23.7 16.4 15.1 15.3 18.8 10.8 10.5 12.4 13.3 19.7 156.0
Priority Level 3 0.0 0.0 2.9 17.2 7.1 45.7 26.6 34.3 22.5 0.5 156.7
Total 66.9 41.2 21.7 39.9 43.2 80.8 50.5 49.8 39.0 23.3 456.3
Debt-funded 55.3 59.6 0.7 2.9 0.5 2.3 0.7 1.8 9.1 10.1 142.9
Grand Total 122.2 | 100.8 22.4 42.7 43.7 83.1 51.2 51.6 48.0 33.4 599.2

* Excluding debt-funded projects
Table 1V-3 2010 CIP by Fiscal Year and Priority
(In millions of dollars, current dollars)

FY10 |FY1l1 |[FY12 |FY13 |FY14 [FY15 |FY16 |FY17 [FY18 |FY19 | TOTAL
Priority Level 1* 11.2 3.2 3.0 6.8 13.6 27.6 13.4 3.1 3.1 3.1 88.1
Priority Level 2* 20.1 19.7 12.5 14.3 115 23.9 39.8 34.7 16.0 12.9 205.3
Priority Level 3 0.6 5.4 33.6 45.3 47.4 27.8 27.0 15.6 0.0 0.0 202.6
Total 31.9 28.3 49.1 66.3 72.5 79.3 80.3 53.4 19.1 15.9 495.9
Debt-funded 29.2 2.7 1.9 0.5 3.0 3.5 16.5 17.8 12.1 0.0 87.2
Grand Total 61.0 31.0 51.0 66.8 75.4 82.8 96.8 71.2 31.2 15.9 583.1

* Excluding debt-funded projects
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Administrative, Support, and Maintenance Facility Improvement Program

In addition to water transmission, treatment, and storage facilities, the District operates a variety of
buildings and facilities that support operation of the system and services to customers. The projects
in this program provide capital improvements to these facilities, including maintenance shops and
offices, the District Center, the Antioch Service Center buildings, and others. As District services
expand, so must the infrastructure of facilities that support those services. The District must also
continue to reinvest in its existing buildings and facilities to protect and maintain its capital
investment.

The District Facilities Master Plan (FY1999) has been the key document guiding development of new
facilities. The Master Plan assessed space requirements based on current and future personnel,
equipment, and operational needs. With the completion of the O&M Building Upgrade in FY2004,
the Bisso Administration Building in FY2003, and new maintenance facilities in Concord and
Antioch in FY2002, the high priority projects identified in the plan have been constructed. There are
no additional new administrative facilities included in this CIP.

The Annual Building and Facility Improvements project (priority level 1, $4.5 million) provides for
renewal and replacement of existing District buildings and grounds. Typical improvements funded
under this project include re-roofing, replacement or upgrading of heating, cooling and electrical
systems, and structural upgrades. A project to rewire the District Center’s communications systems
is planned for FY2013.

Estimated expenditures in this program for the 2011 CIP are $9.1 million. Estimated funding for this
program, by fiscal year, is shown in Table IV-4. For comparison, 2010 CIP funding levels are also
shown.

Table IV-4 Administrative, Support and Maintenance Facility Improvement Program
By Fiscal Year

(In millions of dollars, current dollars)

CIP FY10 | FY1l1 | FY12 | FY13 | FY14 | FY15 | FY16 | FY17 | FY18 | FY19 | FY20 |[10-YR. TOTAL

2011] NA 0.8 0.7 1.1 3.9 0.4 0.4 0.4 0.4 0.4 0.4 9.1

2010 0.4 0.7 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 NA 4.3

There are two projects within this program:

e Annual Building and Facility Improvements (priority level 1, $4.5 million).
« District Center Seismic Improvements (priority level 2 $600,000; priority level 3, $4 million)

Table 1V-5 shows a comprehensive listing of projects within this program. The projects are grouped

by sub-program and by priority within the sub-program. For comparison purposes, project costs as
estimated in the 2010 CIP are also shown.

V-3



Comparison to 2010 CIP

Total costs within this program have increased by $4.8 million compared to the 2010 CIP due to the
addition of a new project to complete seismic improvements to the District Center (priority level 2
$600,000; priority level 3, $4 million).

Table 1V-5 Projects within the Administrative, Support, and
Maintenance Facility Improvement Program

A. 2011 CIP

(In thousands of dollars, current dollars)
[ sub-Prog [Project Priority] FY11 | FY12 | FY13 | FY14 | FY15 | FY16 | FY17 | FY18 | FY19 | FY20 | TOTAL
||B%°g;'rg&ee‘°‘s ﬁanc'}:‘i?ﬁrfg'& 1 530 420] 650 420 420 420 420 420 420 420 4540
Facilities District Center Seismic 23 300 300 495| 3,505 4,600
Upgrades  |Improvements

PROGRAM TOTAL 830] 720] 1,145] 3025 420] 420]  420] 420] 420] 420  9,140|

B. 2010 CIP

(In thousands of dollars, current dollars)
[ sub-Prog [Project Priority] FY10 | FY11 | FY12 | FY13 | FY14 | FY15 | FY16 | FY17 | FY18 | FY19 | TOTAL
||B%°g;'rg&ee‘°‘s ﬁanc'}:‘i?ﬁrfg'& 1 435| 723| 398| 398| 398| 398] 398| 398| 398 308 4342
I PROGRAM TOTAL 435 723] 398] 398] 398] 398] 398] 398] 398 398 4342
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Delta Projects

This program includes Delta projects that improve the District’s source water quality and supply
reliability. Sources of funding include outside agencies, District revenues, and other local agencies.

Estimated expenditures within this program over the next ten years are $119 million and include three
projects. The Alternative Intake Project, which is scheduled to be online by July 2010, is a pivotal
initiative in meeting the District’s goal of improving water quality. Water quality objectives will be
met 95% of the time with this project on line and both average and maximum delivered chlorides
would be lower. The Los Vaqueros Reservoir Expansion project includes design and construction of
a 160 TAF expansion to the reservoir to increase water quality, supply reliability, and emergency
storage.

Estimated funding for this program, by fiscal year, is shown in Table IV-6. For comparison, program
costs from the 2010 CIP are also shown.

Table 1V-6 Delta Projects Program

By Fiscal Year
(In millions of dollars, current dollars)

CIP FY10 | FY11l | FY12 | FY13 | FY14 | FY15 | FY16 [ FY17 | FY18 | FY19 | FY20 | 10-YR. TOTAL

20111 NA 55.8 60.3 2.9 119.0

2010 34.0 4.5 0.5 2.2 8.2 41.0 33.6 7.2 1311

The three projects proposed within this program are:

e Alternative Intake Project (priority level 1, $1.5 million)
e Los Vaqueros Reservoir Expansion Implementation (priority level 2, $109.3 million)
e Los Vaqueros Reservoir Federal/State Studies (priority level 2, $8.1 million)

Table V-7 shows a comprehensive listing of projects within this program. For comparison purposes,
project costs as estimated in the 2010 CIP are also shown.

Comparison to 2010 CIP

Estimated program costs have decreased by $12.1 million compared to the 2010 CIP. The primary
driver for the decrease is construction progress on the Alternative Intake Project, which included $33
million in construction services in the 2010 CIP. This reduction is offset in part by an increase in the
cost estimate for the Los Vaqueros Reservoir Expansion. The cost estimate has been updated based
on preliminary design and updated estimates to meet mitigation and permitting requirements. The
project schedule has also been accelerated to provide immediate benefits to District customers in light
of the continued threat of drought and water quality degradation in the Delta. The Los Vaqueros
Operational Improvements project has been deleted because these improvements can be more
effectively integrated into the larger reservoir expansion.
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Table 1V-7 Projects within the Delta Projects Program

A. 2011 CIP
(In thousands of dollars, current dollars)
[ Sub-Prog [Project Priority | FY11 | FY12 | FY13 | FY14 | FY15 | FY16 | FY17 [ FY18 | FY19 | FY20 | TOTAL
Del'ta Alte_:rnatlve Intake 1 1510 1510
Projects Project
Delta Los Vaqueros
Projects Expansion 2 52,235| 56,935 140 109,310
Implementation
Delta Los Vaqueros
Projects Reservoir 2 2,055| 3,340 2,745 8,140
Federal/State Studies
PROGRAM TOTAL 55,800| 60,275| 2,885 118,960]|
B. 2010 CIP
(In thousands of dollars, current dollars)
[ Sub-Prog [Project Priority | FY10 | FY11 | FY12 | FY13 | FY14 | FY15 | FY16 [ FY17 | FY18 | FY19 | TOTAL
Del.ta Altgrnatlve Intake 1 31.955| 1,511 33.466
Projects Project
Delta Los Vaqueros
Projects IEXpa”S'O” . 2 8,200| 41,000| 33,600| 7,200 90,000
mplementation
Placeholder
Delta Los Vaqueros
Projects Operational 2 500 500 2,200 3,200
Improvements
Delta Los Vaqueros
Projects Expansion Studies 2 2,012 2,445 4,457
(i PROGRAM TOTAL 33,967| 4,456 500| 2,200 8,200 41,000/ 33,600| 7,200 131,123
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Equipment and Other Capital Purchases Program

Prudent planning requires that the District consider its long-term capital equipment needs as part of
its overall financial planning. This program provides a category within which to recognize these
capital expenditures. Specific capital equipment designated for replacement is generally included in
the two-year budget. Capital equipment expenditures for larger items with a long life are included
within the context of the ten-year CIP.

This program includes two sub-programs, Equity Funded Equipment ($8.9 million) and Vehicle
Replacement Fund ($8.1 million). Replacement of and upgrades to the District’s computer systems,
telecommunications equipment, and SCADA are included in the first sub-program; replacement of
the District’s fleet vehicles and heavy equipment are included in the second. Vehicles and heavy
equipment are replaced when it is determined that they have reached the end of their serviceable life
or when it is most cost-effective to replace based on anticipated future operating and repair costs.
Replacements are funded from the Vehicle Replacement Fund, which is a sinking fund established by
the Board for this purpose. New vehicles require a business justification before they are added to the
fleet.

Estimated expenditures in this program over the ten-year CIP period are approximately $17 million.
Estimated funding for this program, by fiscal year, is shown in Table I\VV-8. For comparison, 2010
CIP funding levels are also shown.

Table 1V-8 Equipment and Other Capital Purchases Program by Fiscal Year
(In millions of dollars, current dollars)

CIP FY10 | FY1l1 | FY12 | FY13 | FY14 | FY15 | FY16 | FY17 | FY18 | FY19 | FY20 |[10-YR. TOTAL

2011] NA 3.0 1.8 1.3 2.6 1.2 1.9 1.3 1.5 1.2 1.2 17.0

2010 2.4 2.6 14 1.2 2.2 1.2 1.8 1.2 0.9 15 NA 16.4

Significant projects proposed in this program include the following:

e Fleet Vehicles & Heavy Equipment (priority level 2, $8.1 million)

e Replacement/Upgrade of Computer Systems (priority level 2, $3.1 million)
e Replacement/Upgrade of Network Equipment (priority level 2, $1.3 million)
e Replacement/Upgrade of SCADA Equipment (priority level 2, $0.8 million)
e Replacement of Lab Equipment (priority level 2, $0.98 million)

Table V-9 shows a comprehensive listing of projects included in this program. The projects are
grouped by sub-program, and by priority level within the sub-program. For comparison purposes,
project costs as estimated in the 2010 CIP are also shown.
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Comparison to 2010 CIP

Total program costs have increased by approximately $0.6 million from the 2010 CIP. The primary
driver for this increase is the addition of a new $0.7 million priority 3 project for GIS field
deployment.

Table 1V-9 Projects within the Equipment and Other Capital Purchases Program

A. 2011 CIP (In thousands of dollars, current dollars)
|| Sub-Prog |Project Priority| FY11 | FY12 | FY13 | FY14 | FY15 | FY16 | FY17 | FY18 | FY19 | FY20 [TOTAL
sy GIS a3 | 140 240 460 840
Equity Rep!/Upgrade of Radio 2 150 150 300
Funded Equipment
Equity Repl/Upgrade of Comp
Funded Systems 2 310/ 140 135 1,040/ 135| 740| 100| 135 200 145 3,080
Equity Repl/Upgrade of
Funded Network Systems and 2 230 250 15 55 100 230 250 15 55 100| 1,300
Hardware
Equity Repl/Upgrade of
Funded SCADA 2 350 450 800
Equity Repl/Upgrade of 2 585 85 50| 585 o| 85 1,390
Funded Telecomm. Equip.
sy Egﬁ:g‘iﬁxnt of Lab 2 295| 160| 110| 210 105| 5 45 980“
Equity Heavy Diesel Engine
| Funded Retrofits ! 240 240
\F/Lf:é"'e Repl. E'c;*jitp\é‘zﬁ:f'es &Heavy |y gso| 7e0| 740| 830| 870| 870| 880| 7BO| 7EH| 765 8,110“
||PROGRAM TOTAL 3,030 1,760 1,325| 2,595| 1,210 1,895| 1,280| 1,485 1,215| 1,245 17,040"
B. 2010 CIP (In thousands of dollars, current dollars)
|| Sub-Prog |Project Priority| FY10 | FY11 | FY12 | FY13 | FY14 | FY15 | FY16 | FY17 | FY18 | FY19 [TOTAL
sy GIS 23 | 303] 60| 60 423
Equity Rep!/Upgrade of Radio 2 55 150 205
Funded Equipment
Equity Repl/Upgrade of Comp
Funded Systems 2 135| 405| 89| 127| 999 127| 711| 89| 127| 190| 2,999
Equity Repl/Upgrade of
Funded Network Systems and 2 94 221 237 12 51 94 221 237 12 51| 1,230
Hardware
| sy gépA'g’Apgrade of 2 699| 103 103| 13| 138 1,181
Equity Repl/Upgrade of 2 49| 460 80 31| 46| 460| 1,126
Funded Telecomm. Equip.
sy Egﬁ:g‘iﬁ;‘ﬁm of Lab 2 280 150| 105| 200| 100] 0 40| 925
Equity Heavy Diesel Engine
| Funded Retrofits ! 210 240 450
\F/lf:é"'e Repl. E';jitp\rg:]'f'es &Heavy | 4 819| 846| 732| 710| 794| 836 839 8a2| 720 735| 7,873
||PROGRAM TOTAL 2,364| 2,615 1,371 1,172| 2,182| 1,157 1,821| 1,199 905| 1,626| 16,412
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Expansion of Services Program

The purpose of this program is to improve and expand services, increase the competitiveness of the
District, diversify revenue, and increase efficiencies (through, for example, sharing treatment plant
facilities). There is currently one project in this program related to the City of Brentwood. The
CCWD/Brentwood WTP was recently completed by the District and began to serve water to the City
in July 2008. There is a planned expansion of this facility in the latter portion of the CIP which will
be sized to serve the ultimate demands of the City. Estimated funding for this program is shown in
Table IV-10.

Table 1V-10 Expansion of Services Program by Fiscal Year
(In millions of dollars, current dollars)

CIP FY10 FY11 |FY12 FY13 |FY14 [FY15 FY16 FY17 FY18 FY19 FY20 10-YR. TOTAL

2011 NA 0.2 3.7 10.0 21.0 10.3 45.3

2010 0.2 3.7 10.0 211 10.3 NA 45.3

Table 1VV-11 shows a comprehensive listing of the projects included in this program. For comparison
purposes, project costs estimated in the 2010 CIP are also shown.

Comparison to 2010 CIP

Program costs have not changed from the 2010 CIP. The construction schedule for the
CCWD/Brentwood WTP has been delayed one year due to the slow down in the housing market.
The actual timing of the expansion project will depend on growth and the needs of the City.

Table 1V-11 Projects within the Expansion of Services Program

A. 2011 CIP
(In thousands of dollars, current dollars)
Sub-Prog  |Project priority] FY11[ Fy12] FY13[ Fy14] EY15] Fy16] Fy17] Fy1s] Fy19] Fy20] TOTAL
Wholesale TW |CCWD/Brentwood | 210| 3,670| 10,030 21,075| 10,315 45,300
WTP Expansion
PROGRAM TOTAL 210 3,670[ 10,030 21,075[ 10,315 45,300]
B. 2010 CIP
(In thousands of dollars, current dollars)
Sub-Prog  |Project Priority] FY10[ FY11] FY12[ FY13] Fy14] Fyis| Fyie] Fy17] Fy1s] Fy19] TOTAL
Wholesale TW  |CCWD/Brentwood| 210| 3,670| 10,030 21,075| 10,315 45,300
WTP Expansion
PROGRAM TOTAL 210 3,670| 10,030 21,075| 10,315 45,300"
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Future Water Supplies Program

This program includes projects related to meeting future water supply requirements. These projects
help meet the District’s goals of increasing water supply reliability. The program currently has two
projects, the Future Water Supply Study (FWSS) Updates and a placeholder for water supply projects
identified in the FWSS. The FWSS was adopted by the Board in August 1996 and updated in 2002.

The FWSS resulted in a long-range plan to ensure a reliable supply of high quality water for service
to District customers. The Future Water Supplies Placeholder provides funding for projects,
including purchases of water rights or other long-term supplies, required to implement this plan. The
FWSS examines both water supply and demand reduction alternatives for meeting future water
supply requirements. Funding to implement demand reduction recommendations is included in the
Water Demand Reduction Sub-Program. The 2002 FWSS update did not result in a shift in the
priorities among new supplies, demand reduction, and recycling, all of which combine to meet future
demand.

The Future Water Supplies Placeholder includes annual funding for new supplies for growth ($10.3
million). Water purchases for future growth will be made only as funds are available. This project is
fully funded by FRC revenues consistent with the projection used in the Financial Plan.

Estimated funding for this program, $10.7 million, is shown by fiscal year in Table IV-12. For
comparison, the 2010 CIP cost estimates are also shown.

Table 1V-12 Future Water Supplies Program by Fiscal Year
(In millions of dollars, current dollars)

CIP FY10 | FY1l1 [ FY12 | FY13 [ FY14 | FY15 [ FY16 | FY17 | FY18 | FY19 | FY20 10-YR. TOTAL

20111 NA 0.10 0.13 0.15 0.43 9.00 0.15 0.15 0.15 0.35 0.15 10.7

2010 0.10 0.09 0.12 0.15 0.33 8.47 0.15 0.15 0.15 0.43 NA 10.1

The two projects within this program are:
e Future Water Supplies Placeholder (priority level 2, $10.3 million)
e Future Water Supply Study Updates (priority level 2, $0.47 million)

Table 1V-13 on page IV-12 shows a comprehensive listing of projects within this program. For
comparison, 2010 CIP funding levels are also shown.

Comparison to 2010 CIP

Program costs are essentially the same as the 2010 CIP. There have been no significant changes to
this program, other than adjustments for inflation.
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Table 1V-13 Projects within the Future Water Supplies Program

A. 2011 CIP
In thousands of dollars, current dollars
|| Sub-Prog |Project Priority | FY11 | FY12 | FY13 | FY14 | FY15 | FY16 | FY17 | FY18 | FY19 | FY20 | TOTAL
Planning Future Water Supply
Study Updates 2 275 195 470
ater Future Water Supplies |, 95| 125 150| 150| 9,000 150| 150| 150| 150| 150| 10,270
Supplies Placeholder
PROGRAM TOTAL 95 125 150 425| 9,000 150 150 150 150 345 10,740||
B. 2010 CIP
In thousands of dollars, current dollars
|| Sub-Prog |Project Priority [ FY10 | FY11 | FY12 | FY13 | FY14 | FY15 | FY16 | FY17 | FY18 | FY19 | TOTAL
Planning Future Water Supply
Study Updates 2 2 175 275 452
Water Future Water Supplies |, 94| 94| 123| 150 150 8473] 150| 150 150| 150 9,684
Supplies Placeholder
PROGRAM TOTAL 96 94 123 150 325| 8,473 150 150 150 425 10,136
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Los Vaqueros Watershed and Recreation Program

Projects within the Los Vaqueros Watershed and Recreation Program cover capital costs associated
with owning and managing the Los Vaqueros watershed and related facilities. There are three
projects in this program. The Los Vaqueros Recreation Facilities and Equipment Project provides for
the renewal and replacement of Los Vaqueros recreation facilities and equipment, including docks,
rental boats, picnic tables and benches, and other miscellaneous recreational improvements. The
Watershed projects are predominantly focused on meeting permit requirements but do help maintain
water quality in the reservoir and may increase revenues through leases of District lands for grazing,
wind power, or other enterprises. The Recreation projects contribute to competitiveness by
maintaining customer satisfaction with the recreation program. The Land Acquisition project is also
included in this program.

Estimated expenditures for the program are shown in Table 1\VV-14. The program total is $6.8 million.
For comparison, 2010 CIP funding levels are also shown.

Table 1V-14 Los Vaqueros Watershed and Recreation Program by Fiscal Year
(In millions of dollars, current dollars)

CIP FY10 | FY1l1 | FY12 | FY13 | FY14 | FY15 | FY16 | FY17 | FY18 | FY19 | FY20 | 10-YR.TOTAL

2011 NA 1.0 0.5 0.7 0.5 0.5 0.4 0.4 1.2 1.3 0.4 6.8
2010 0.6 1.1 0.6 0.7 0.5 0.5 0.4 0.4 1.2 13 NA 7.4

The three projects proposed in this program are the following:

e Los Vaqueros Recreation Facilities & Equipment (priority level 2, $0.92 million)
e Land Acquisition (priority level 2, $0.8 million)
e Los Vaqueros Watershed Improvements (priority level 2, $5.1 million)

Table IV-15 shows a comprehensive listing of the projects in this program. For comparison purposes,
project costs as estimated in the 2010 CIP are also shown.

Comparison to 2010 CIP

Project costs are projected to be lower by $0.6 million versus the 2010 CIP primarily due to a
reduction of $715,000 in the land acquisition program. Funds were accelerated and utilized in
FY2010 to purchase additional land near the Randall-Bold Water Treatment Plant.
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Table 1V-15 Projects within the Los Vaqueros Watershed and Recreation Program

A. 2011 CIP
(In thousands of dollars, current dollars)
[ Sub-Prog [Project Priority FY11| FY12[ FY13| FY14| FY15| FY16] FY17| FY18| FY19] FY20[ TOTAL
Recreation |LV Rec Facilitiesand | 145 100 140| 5| 100 85| 70| 70| 70| 55| 920
Equipment
\Watershed |Land Acquisition 2 70 70 70 70 70 70 70 70 70 155 785
Watershed |LV W/S Improvements [ 1/2 790 340 480 310 350 250 250| 1,030 1,110 190] 5,100
PROGRAM TOTAL 1,005 510] 690] 465 520] 405 390] 1,170] 1,250] 400 6,805|
B. 2010 CIP
(In thousands of dollars, current dollars)
[ Sub-Prog [Project Priority FY10| FY11| FY12| FY13| FY14| FY15| FY16| FY17| FY18] FY19[ TOTAL
Recreation |LV Rec Facilitiesand |, 143 187 117] 07| 77| 62| 52| 62| 62| 62 931
Equipment
Watershed |Land Acquisition 2 168| 148 148] 148] 148| 148] 148] 148 148] 148 1,500
Watershed |LV W/S Improvements [ 1/2 254 754 324 459 299 334 234 239 984 1,069] 4,950
PROGRAM TOTAL 565 1,089] 589 714| 524| 544] 434]  449] 1,194 1,279 7,381
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Treated Water Distribution and Storage Facilities Program

The objective of this program is to maintain and improve the level of service, quality, and safety of
the District's existing treated water system. Facilities organized under this program include treated
water pipelines, reservoirs, and pump stations. Projects within this program provide for expansion of
treated water facilities to meet future needs as well as replacement of water mains and other
components of the treated water infrastructure. Investments identified within this program directly
advance the District’s goals of increasing system reliability and improving delivered water quality
and indirectly help increase competitiveness by improving efficiencies and customer satisfaction. A
key component of this program is the Treated Water Service Area Master Plan (TWMP), which was
last updated in FY2008. The TWMP provides the planning basis for many significant projects
proposed in the CIP, including new pipelines, pump stations, and reservoirs. The Treated Water
Renewal and Replacement Study (updated in FY2005) provides a schedule for renewal, replacement,
and upgrades to existing pump stations, pipelines, and reservoirs.

In the past five years, the District has invested $45 million in capital improvements within this
program, including approximately $2.2 million annually in main replacements, two new treated water
reservoirs, and rehabilitation of five existing reservoirs and seven treated water pump stations. New
storage facilities increase system reliability for existing customers and provide storage capacity
necessary to accommodate future growth. Pump station rehabilitations ensure continued reliable
service and improve operational efficiencies by replacing older pumps and motors with more efficient
models.

Future expenditures of approximately $88 million are projected for this program over the next ten
years. Significant investments are proposed for upgrades to existing facilities (approximately $50
million) and installation of new facilities ($10 million). The growth-related portion of new facilities
is funded through the treated water FRC. The program also includes $21.7 million in developer-
funded projects. These investments directly advance the District’s goals of increasing system
reliability and improving delivered water quality and indirectly help increase competitiveness by
improving efficiencies and customer satisfaction.

Proposed funding for this program, by fiscal year, is shown in Table 1\VV-16. For comparison, 2010
CIP funding levels are also shown.

Table 1V-16 Treated Water Distribution and Storage Facilities Program by Fiscal Year

(In millions of dollars, current dollars)

CIP FY10 | FY1l1 | FY12 | FY13 | FY14 | FY15 | FY16 | FY17 | FY18 | FY19 | FY20 |[10-YR. TOTAL

2011] NA 11.5 9.7 6.5 7.4 6.4 9.2 5.9 7.5 7.4 16.4 87.8

2010 8.3 10.9 7.7 6.6 5.5 6.2 5.2 6.2 5.5 7.7 NA 69.8

Significant projects proposed within this program include the following:

e Pipeline Renewal/Replacement (Main Replacements) (priority level 2, $24.2 million)
« Distribution Facilities - Developer Projects (priority level 1, $21.7 million)

e Treated Water Facilities Improvement Program (priority level, 2 $17.3 million)

» Treated Water Reservoir Rehabilitation Program (priority level 2, $8.5 million)

e Port Chicago Pipeline Phase Il (priority level 2, $8.7 million)
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Table 1VV-17 shows a comprehensive listing of projects proposed for this program. The projects are
grouped by sub-program, and by priority level within the sub-program. For comparison purposes,
project costs from the 2010 CIP are also shown.

Comparison to 2010 CIP

Total program costs have increased by approximately $18 million from the 2010 CIP. The primary
drivers for the increase are a $7 million increase in Distribution Facilities — Developer Projects
(Clayton Regency Mobile Home Project and Golf Club Drive Main Relocation) and the addition of
$8.7 million in FY2020 for the Port Chicago Pipeline and Subzone 34 Reservoir.

Table 1V-17 Projects within the Treated Water Distribution and

Storage Facilities Program

A. 2011 CIP
(In thousands of dollars, current dollars)
[ Sub-Prog [Project Priority| FY11 | FY12 [ FY13 | FY14 | FY15 | FY16 | FY17 [ FY18 | FY19 | FY20 | TOTAL |
[[Corrosion  [Corrosion Control 2 80 80 80| 80 80 80 80 80 80 80 800||
Non-Dist |Distribution Facilities - | -1 | 5445 3805 1565\ 1565 1,565/ 1,565| 1,565| 1,565 1,565| 1,565| 21,670
Funded Developer Projects
Pipe Pipeline Renewal / > | 3265 2700 2,510| 2,235| 2,250| 2,235| 2,250 2,235| 2,250 2,235| 24,165
Upgrades  |Replacement
Pipes - New (MPP _Pr_essure 2 150 825 975
Sustaining Valve
Pipes - New [Port Chicago Pipeline - 2 180 1.140| 7380 8,700
Phase 1l
Pipes - New |Treated Water
Emergency Service 3 105 395 500
Connections
Site Paso Nogal Pump
||U pgrades [Station Abandonment 3 465 465
Site TW Facilities 2 | 1,805 1,755 1,690| 1,690| 1,690 1,690 1,730| 1,730| 1,730| 1,730| 17,330
Upgrades  |Improvement Program
Storage —  |Subzone 34 Reservoir ) 210] 1210 11420"
New
Storage —  |TW Reliability 3 465| 2,235 2,700
Upgrades |Improvements
Storage - | TW Reservoir 2 300| 1,395| 300 1,395| 300| 1,395 300 1,395| 300| 1,395| 8475
Upgrades  |Rehabilitation Program
TWSA TW Renewal/
||Planning Replacement Study 2 145 125 270
TWSA TWSA Master Plan 2 230 140 370
Planning Updates
(l PROGRAM TOTAL 11,495 9,735 6,480| 7,360 6,350 9,200| 5,925 7,450] 7,425 16,420| 87,840|
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B. 2010 CIP

(In thousands of dollars, current dollars)

[ sub-Prog [Project Priority| FY10 | FY11 [ FY12 [FY13 | FY14 | FY15 | FY16 | FY17 | FY18 | FY19 [ TOTAL |
[Corrosion  [Corrosion Control 2 88 80 80 80 80 80 80 80 80 80 808
Non-Dist |Distribution Facilities - | -, | 4 655/ 1 09g| 1204| 1520] 1,520 1520 1520] 1,520 1520 1520 14,682
Funded Developer Projects
Pipe Pipeline Renewal / 2 | 2,683 2,868| 2433 2,105| 2,000| 2,105| 2,090 2,105| 2,090 2105 22,674
Upgrades  |Replacement
Pipes - New [MPP _Pr_essure 2 139 139
Sustaining Valve
Pipes - New [Port Chicago Pipeline - 2 130| 1,064 1,194
Phase Il
Pipes - New |Treated Water
Emergency Service 3 100 400 500
Connections
Site Paso Nogal Pump
| Upgrades  |Station Abandonment 3 180 1,720 1,900
Site TW Facilities 2 | 2188 2120 2,251| 1,416 1416| 1416\ 1416\ 1456| 1.456| 1.456| 16,591
Upgrades  [Improvement Program
Storage —  [Subzone 34 Reservoir 2 200 200
New
Storage - TW Reliability 213 550  430| 2,070 3,059
Upgrades  |Improvements
Storage - - [TW Reservoir 2 1,625 215 1,185 215| 1,185 215\ 1,185 215 1,185 215 7,440
Upgrades  |Rehabilitation Program
TWSA TW Renewal/
Planning Replacement Study 2 135 125 260
TWSA TWSA Master Plan 2 215 140 355
Planning Updates
(i PROGRAM TOTAL 8,973 8,766| 9,928| 5336| 6,291| 5,336 6,291| 5641 6,461 6,779] 69,802
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Untreated Water Supply and Transport Program

This program includes projects to improve source water quality and to enhance, renew, and expand
the District's untreated water facilities. Facilities included in this program are diversion facilities, the
Multi-Purpose Pipeline (MPP), the Los Vaqueros pipelines, the Contra Costa Canal, and
improvements within the canal right-of-way such as fencing, bridges, drainage facilities, service
roads, and other features. The program has been divided into five sub-programs including Untreated
Water Facilities-Seismic Reliability Improvement Project (UWF-SRIP), Untreated Water Facilities-
New (UWF-New), Untreated Water Facilities-Planning (UWF-Planning), Untreated Water Facilities-
Upgrades (UWF-Upgrades), and Non-District Funded. The program directly advances the District’s
goal of increasing system reliability and increases competitiveness by ensuring capacity is available
to meet the needs of new customers.

The District has invested approximately $110 million under this program in the past five years to
maintain and enhance the reliability and capacity of the untreated water conveyance facilities.
Implementation of the capacity and reliability projects recommended in the SRIP study has been the
focus of this program for several years, which included construction of the MPP and rehabilitation of
the Mallard Slough Pump Station. These projects assist in meeting near-term and long-term demands
and significantly improved the District’s ability to continue water deliveries after a major earthquake.
Other improvements completed include structural, electrical, and mechanical upgrades to the Rock
Slough pumping plants and relining of high priority sections of the canal. The pump station
rehabilitations improve the District’s ability to reliably provide water service and improve operational
efficiencies by replacing older, less efficient equipment. Canal lining repairs improved operational
efficiencies by reducing water losses. The Canal Replacement Project, which will protect source
water quality as well as provide flood protection and enhance public safety, is included in this
program. The other area of significant investment is the Untreated Water Facilities-Upgrades sub-
program. It contains six projects in addition to the Canal Replacement Project to renew, replace, and
upgrade existing untreated water facilities for a total of approximately $37 million.

Projects totaling approximately $164.7 million for the ten-year CIP period are proposed for this
program. Estimated funding for this program, by fiscal year, is shown in Table IV-18. For
comparison, 2010 CIP funding estimates are also shown.

Table 1V-18 Untreated Water Supply and Transport Program by Fiscal Year
(In millions of dollars, current dollars)

CIP FY10 | FY11 | FY12 | FY13 | FY14 | FY15 | FY16 | FY17 | FY18 | FY19 | FY20 | 10-YR. TOTAL

2011 | NA 39.4 24.5 3.0 8.9 6.7 4.7 4.6 26.7 33.6 12.6 164.7

2010| 86 6.5 31.8 37.5 7.3 7.8 22.5 25.8 12.1 2.0 NA 161.8

Significant projects proposed within this program include the following:

» Canal Replacement Project (priority level 1, $30.9 million; level 3, $46.3 million)
e Los Vaqueros Pipeline Relocation — Balfour Road (priority level 1, $4.6 million)

e Rock Slough Fish Screen (priority level 1, $23.8 million)

« Shortcut Pipeline Improvements (priority level 2, $10.5 million)

e Untreated Water Facilities Improvement Program (priority level 2, $18.9 million)
e Untreated Water Pipeline (priority level 2, $21.6 million)
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Table 1V-19 shows a comprehensive listing of projects within this program. The projects are grouped
by sub-program and by priority level within the sub-program. For comparison purposes, project costs
as estimated in the 2010 CIP are also shown.

Comparison to 2010 CIP

Total program costs in the 2011 CIP have increased by $2.9 million from the 2010 CIP. Significant
progress has been made within this program in improving the District’s water supply reliability. The
first phase of the Canal Replacement Project was completed in FY2010 and the District secured
ARRA funding for the Rock Slough Fish Screen and completed the first phase of construction. The
fish screen is scheduled to be constructed in FY2012. A structural change to the program this year is
the Shortcut Pipeline Improvements Project has been added as a stand alone project. This project was
formerly a project within the Untreated Water Facility Improvement Program.

Table 1V-19 Projects within the Untreated Water Supply and Transport Program

A. 2011 CIP
(In thousands of dollars, current dollars)

|| Sub-Prog |Project Priority | FY11| FY12| FY13| FY14| FY15| FY16| FY17| FY18] FY19| FY20| TOTAL

Non-District |Untreated Water

Funded Applicant Funded 1 120 120 120 120 120 120 120 120 120 120 1,200
Projects

UWF - Untreated Water

Planning Facility Imp Plan 2 375 245 620
Updates

||UWF‘ Untreated Water 2 670 1,810 9,050| 10,070 21,600

SRIP Pipeline

||UWF' Canal Replacement 13 | 11,545| 19,305 1,530| 22,415 22,385 77,150

Upgrades  |Project

||UWF- LVP Relocation @ 1 535 4,090 4625

Upgrades  |Balfour

UWF - Mallard Slough

Upgrades  [Channel 2/3 125 280 3,020 3,425
Rehabilitation

||UWF - Rock Slough Fish 1 23756 23756

Upgrades  |Screen

||UWF' Shortcut Pipeline > | 1520 2705 600 2:850| 00| 2,325 10,500

Upgrades  |Improvements

UWF - Untreated Water

Upgrades  |Facilities 2 1,955 1,845/ 1,900( 1,900| 1,840 1,840{ 1,900 1,900( 1,900| 1,900 18,880
Improvement Program

||3WF' Untreated Water 213 265 140| 140| 40| 140| 40| 140| 4e0| 140| 460 2,805

pgrades |Reservoir Rehab

UWF - Untreated Water

Upgrades  |Revenue Meter Data 2 125 125
Logger Replacements
PROGRAM TOTAL 39,411| 24,490 3,040( 8,885| 6,690| 4,745| 4,605| 26,705 33,565| 12,550| 164,686
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B. 2010 CIP

(In thousands of dollars, current dollars)

|| Sub-Prog |Project Priority | FY10[ FY11| FY12| FY13| FY14| FY15| FY16| FY17| FY18| FY19| TOTAL

Non-District |Untreated Water

Funded Applicant Funded 1 229 120 120 120 120 120 120 120 120 120 1,309
Projects

UWF - Untreated Water

Planning Facility Imp Plan 2 375 225 600
Updates

||UWF‘ Untreated Water 2 650 1,810| 8,220| 10,020 20,700

SRIP Pipeline

||UWF' Canal Replacement | 5 | 4 g98| 1422/ 19.499| 19,296 o| 1422 15649] 15579 77,865

Upgrades  |Project

||UWF- LVP Relocation @ 1 483 3417 3.900

Upgrades  |Balfour

UWF - Mallard Slough

Upgrades Channel 213 127 280 2,820 3,227
Rehabilitation

||UWF' Rock Slough Fish 1/3 460| 1,005| 8,040| 12,930 1,870 24,305

Upgrades  |Screen

UWF - Untreated Water

Upgrades Facilities 2 801| 3,405| 3,692| 2,363 4,813| 2,209 4,659| 1,863| 1,863| 1,863 27,531
Improvement Program

UWF - Untreated Water

||Upgrades Reservoir Rehab 1/3 205 195 400

UWF - Untreated Water

Upgrades  |Revenue Meter Data 2 1,949 1,949
Logger Replacements
PROGRAM TOTAL 8,564 6,532| 31,826| 37,529| 7,286| 7,818 22,463 25,782| 12,003| 1,983| 161,786
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Water/Energy Demand Reduction Program

This program includes the District’s water and energy conservation programs and is split into two
sub-programs to reflect each function. Water conservation and energy demand reduction projects are
grouped together in the same program in recognition of the significant linkages between water
conservation and energy demand reduction. The Water Demand Reduction Program includes four
projects including: 1) Residential Water Audits/Plumbing Retrofit, 2) Landscape Water Conservation
Audits, 3) Commercial/Industrial and Institutional (CIl) Water Conservation Audits, and 4) Water
Conservation Incentives. The program meets the goals of the District’s Future Water Supply Study
(FWSS) and conforms to the requirements of the U.S. Bureau of Reclamation (Reclamation) water
supply contract.

The Energy Demand Reduction Program currently includes two projects aimed at reducing the
District’s overall energy use and resulting carbon footprint. Energy is needed to pump, treat,
transport, use (heat, cool, or pump) and to treat water again as wastewater. Energy and water
conservation projects are grouped together in the CIP because water conservation programs also
result in significant energy savings and environmental benefits, including reductions of greenhouse
gases such as carbon dioxide.

Estimated funding for the capital portion of the program, by fiscal year, is shown in Table 1V-20. For
comparison, 2010 CIP funding levels are also shown.

Table 1V-20 Water Demand Reduction Program by Fiscal Year

(In millions of dollars, current dollars)

CIP FY10 | FY11l | FY12 | FY13 | FY14 | FY15 | FY16 [ FY17 | FY18 | FY19 | FY20 | 10-YR. TOTAL

2011 NA 5.7 0.9 13 2.6 13 2.6 0.9 0.9 0.9 0.9 18.2

2010 4.2 3.3 2.6 1.2 2.6 0.9 0.9 0.9 0.9 0.9 NA 18.4

The only capital project proposed in this program is the following:

e Water Conservation Incentives (priority level 1, $9.4 million)
e Energy Master Plan and Implementation Placeholder (priority level 3, $4 million)
e Los Vaqueros Energy Recovery Project (priority level 2, $4.8 million)

Table 1V-21 shows a comprehensive listing of projects within this program. For comparison
purposes, project costs as estimated in the 2010 CIP are also shown.

Comparison to 2010 CIP

Project costs have decreased by approximately $200,000 compared to the 2010 CIP. The change is
the result of inflation, progress on the Los Vaqueros Energy Recovery Project, and an updated cost
estimate. The District has been successful in obtaining grants for conservation activities. Of the $9.4
million costs indicated in the CIP for conservation incentives, approximately $2 million is anticipated
to come from grants and other outside sources. The four additional operating budget conservation
projects are included to give an overview of the cost of the Water Conservation Sub-Program but they
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are not included in the total CIP cost.

The greywater demonstration project was completed in

FY2010.
Table 1V-21 Projects within the Water Demand Reduction Program
A. 2011 CIP
(In thousands of dollars, current dollars)
Sub-Prog |Project Priority | FY11 [FY12| FY13 | FY14 | FY15 | FY16 | FY17 | FY18 | FY19 [ FY20 [ TOTAL
Water ~|Water Conservation 1 940| 940 940| 940| 940| 940 940| 940| 940| 940| 9,400
Conservation |Incentives
Energy  |Energy Master Plan
Demand |and Implementation 3 330 1,670 330| 1,670 4,000
Reduction
Energy Los Vaqueros
Demand [Energy Recovery 2 4,800 4,800
Reduction [Project
PROGRAM
TOTAL 5,740 940| 1,270 2,610( 1,270 2,610 940 940 940 940 18,200
Water |Commercial/indust. | 165| 165| 165| 165 165 165| 165 165 165| 165 1,650
Conservation |Conservation
Water |Landscape NA 220 220 220 220 220 220 220 220 220 220 2,200
Conservation |Conservation
Water Res.
Conservation |Audits/Plumbing NA 375 375 375 375 375 375 375 375 375 375 3,750
Retrofit
OPERATING
BUDGET TOTAL* 760 760 760 760 760 760 760 760 760 760 7,600
B. 2010 CIP
(In thousands of dollars, current dollars)
Sub-Prog |Project Priority | FY10 [FY11| FY12 | FY13 | FY14 | FY15 | FY16 | FY17 | FY18 | FY19 [ TOTAL
Water ~|Water Conservation | 4 875| o00| 900o| 900| 900 900 00| 900o| 900| 900 8975
Conservation |Incentives
Energy  |Energy Master Plan
Demand |and Implementation 2/3 35/ 330| 1,670 330| 1,670 4,035
Reduction
Energy  |Los Vaqueros
Demand |Energy Recovery 2 3,306| 2,038 5,344
Reduction [Project
PROGRAM
TOTAL 4,216( 3,268 2,570 1,230| 2,570 900 900 900 900 900 18,354
Water |Commercial/indust. | 200 200] 200] 200 200 200 =200 200 200 200 2,000
Conservation |Conservation
Water L andscape NA 250 250 250 250 250[ 250 250 250| 250 250 2,500
Conservation |Conservation
Water Res.
Conservation |Audits/Plumbing NA 450 450 450 450 450 450 450 450 450 450 4,500
Retrofit
Water Greywater
Conservation [Demonstration NA 300 300
Project
OPERATING
BUDGET TOTAL* 1200 900 900 900 900 900 900 900 900 900 9,300
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Water Treatment Facility Improvements Program

The District's water treatment facilities are an essential element in providing high-quality water to its
treated water customers. This program involves projects for replacing, improving, and enhancing
these facilities to maintain and enhance water quality and system reliability. The projects are
organized into three sub-programs: Treatment Plant Upgrades, Treatment Plant Expansion, and
Planning. The Water Treatment Plant (WTP) Master Plan, completed in FY2004, provides the
planning basis for both renewal and replacement projects and new facilities related to reliability and
regulatory requirements at both treatment plants. The WTP Master Plan will be updated in FY2011
to re-assess needs and priorities for capital improvements at the District’s water treatment plants.

The District has invested over $20 million dollars in the last five years to improve and maintain water
treatment facilities, including completion of a third sedimentation basin at the Bollman Water
Treatment Plant. Other upgrades to the plant include enhanced electrical power systems, seismic
improvements, anew ozone generator, and safer facilities for the storage and use of chemicals.

The District has also completed construction of treatment facilities for the City of Brentwood to serve
the City’s customers outside of the Los Vaqueros service area under the Expansion of Services
program. That project was substantially completed in July 2008, six months ahead of schedule. An
expansion of the plant to up to 30 MGD is scheduled to begin in FY2014, delayed one year from the
2010 CIP. The actual timing will depend on growth in the City.

Program funding for the next ten years is estimated at $120.4million and includes $9.7 million, $7.0
million, and $2.7 million in priority level 2 WTP improvements at the Bollman, Randall-Bold, and
City of Brentwood treatment facilities, respectively. These improvements include renewal and
replacement of WTP facilities, media replacement, ozone generator replacement, and treatment plant
restoration activities. Additionally, the program includes an $80 million priority level 3 membrane
filtration project that could be necessary to meet increasingly stringent treatment regulations with
increasingly degraded source water. This is a priority level 3 project because the scope and timing is
uncertain at this time. Estimated funding for this program, by fiscal year, is shown in Table 1V-22.
For comparison, 2010 CIP funding levels are also shown.

Table 1V-22 Water Treatment Facility Improvements Program by Fiscal Year

(In millions of dollars, current dollars)

CIP FY10 | FY11l | FY12 | FY13 | FY14 | FY15 | FY16 [ FY17 | FY18 | FY19 | FY20 | 10-YR. TOTAL

2011 NA 4.7 2.2 5.2 12.8 8.3 42.6 271.2 13.3 2.8 13 120.4

2010 1.9 3.5 3.5 14.4 45.8 28.9 13.0 3.1 2.0 2.6 NA 1185

Significant projects proposed in this program include the following:

e Water Treatment Plant Improvements - Bollman (priority level 2, $9.7 million; level 3, $5

million)
e Water Treatment Plant Improvements - Randall-Bold (priority level 2, $7.0 million; level
3, $6.6 million)

e Water Treatment Plant Improvements - City of Brentwood (priority level 2, $2.7 million;
level 3, $0.7 million)
e Membrane Filtration Placeholder (priority level 3, $80 million)
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Table 1V-23 shows a comprehensive listing of projects within this program. The projects are grouped
by sub-programs and by priority level within sub-program. For comparison purposes, project costs as
estimated in the 2010 CIP are also shown.

Comparison to 2010 CIP

Total funding for this program has increased by approximately $2 million from the 2010 CIP. This is
the net result of inflation, elimination of the priority level 3 Drinking Water Lab Placeholder, and the
addition of new seismic improvements at the Randall-Bold Water Treatment Plant (WTP
Improvements - Randall-Bold).

Table 1VV-23 Projects within the Water Treatment Facility Improvements Program

A. 2011 CIP (In thousands of dollars, current dollars)

[Sub-Prog  [Project Priority | FY11 | FY12 | FY13 | FY14 | FY15 | FY16 | FY17 | FY18 | FY19 | FY20 | TOTAL

Planning  \WTPMP Updatesand | 3gs5|  470| 1,815| 1.980| 1,005| 180| 1,005| 180| 1,005| 180| 8205
Placeholder

||U'Dgrades \E’;\gli]';pm"emems' 123 | 3750 1,255 760| 3,300 2390 880| 880| 235| 335 880 14,665

Upgrades  |WTP Improvements - |, 5 55| 125| 535| 535 170| 640] 190| 570| 565 50| 3435
City of Brentwood

||Upgrades Membrane Filtration 3 4,300( 39,400| 24,900| 11,400 80,000

Upgrades  (WTP Improvements - | ;3 550 390| 1,990 6555 390| 1,520 220 935| 935| 155 13,640
Randall-Bold

Upgrades  |Randall-Bold WTP
Capacity Upgrades 3 100 400 500
PROGRAM TOTAL 4,740] 2,240] 5,200] 12,770] 8,255| 42,620] 27,195 13,320] 2,840 1,265| 120,445

B. 2010 CIP In thousands of dollars, current dollars)

[Sub-Prog  |Project Priority | FY10 | FY11 | FY12 | FY13 | FY14 | FY15 | FY16 | FY17 | FY18 | FY19 | TOTAL |

[[Expansion [Drinking Water Lab 3 400 1,600 2,000]|

Planning  \WTPMP Updatesand | 230| 280| 1570| 280| 1570| 280| 1570] 280| 1570 7,630
Placeholder

||U'D‘9’“"deS \é\gTIIFr’n'amnproveme”ts' 23 | 1,677| 2903 1,133| 718 3653 2253 803| 218| 803| 803| 14,964

Upgrades  |WTP Improvements - | so| 535 975| 50| 50| 435 500 85| 80| 2760
City of Brentwood

||Upgrades Membrane Filtration 3 4,300 39,400| 24,900| 11,400 80,000

Upgrades  (WTP Improvements - | 190 168| 708| 5.258| 2418 98| 98| 783 783 98] 10,602
Randall-Bold

Upgrades  |Randall-Bold WTP
Capacity Upgrades 3 100 400 500
PROGRAM TOTAL 1,867| 3,451| 3456| 14,421| 45,801| 28,871| 13,016] 3,071 1,951| 2,551| 118,456
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Section V

OPERATING COST IMPACTS OF THE
CAPITAL IMPROVEMENT PROGRAM



Section V: Operating Cost Impacts of the Capital Improvement Program

Implementation of the CIP affects District operating costs. Adding new facilities can result in
increases in operating costs as additional labor or materials are needed to operate and maintain
the facilities. Other capital facilities, such as the CCWD/Brentwood Water Treatment Plant,
generate payments from the City of Brentwood, which will completely offset the District’s costs
to operate and maintain the plant. Some capital projects yield improved efficiency and
productivity resulting in reduced operating costs. To be an effective long-range financial
planning tool, the CIP must consider the capital costs of constructing facilities, income generated
by facilities, and the resulting impacts on operating costs.

This section provides background on District operating costs, an overview of the operating
impacts of the CIP, and a discussion of specific impacts on labor and energy. The operating
impacts are factored into the Financial Plan along with capital costs, debt-service, and overall
operating costs. The operating impacts of individual projects are described in Section VII:
Project Summaries.

Background

Current Operating Costs

Projected operating costs for the first year of the 2011 CIP are $71.7 million and are based on the
adopted two-year budget. Significant operating costs include labor, power, purchased water, and
chemicals. In the Financial Plan, operating costs are assumed to increase by 4% annually, with
the exception of CVP water costs that increase at 7% annually. Operating cost impacts resulting
from capital projects are incorporated into the operating cost projections in the year the facility
comes on line. In addition, the Financial Plan anticipates an increase in operating costs resulting
from fees assessed by State and Federal agencies to implement Delta improvements that result
from the Bay Delta Conservation Plan. It is anticipated that the District may be required to
contribute to the funding of projects and programs aimed at fixing the Delta. As a proactive
measure to ensure the financial impacts of this additional expense are minimized, this CIP
includes approximately $1.5 million in annual revenues beginning in FY2014 to cover these
costs.

Operating Cost Impacts Assumptions

Operating cost impacts are determined for each project based on current costs to operate similar
facilities, industry standards, or market trends. Operating costs include labor, materials, supplies,
equipment, and administrative costs. Total operating cost impacts as shown are net of savings
that might also result from the project. The two operating cost components most affected by
capital projects are labor and energy, both of which are discussed later in this section. Impacts
on labor operating costs are net only of labor savings and not savings in other operating costs to
ensure the full impact on labor is identified. For example, savings in energy or chemicals due to
a more efficient facility would not reduce the need for staff to maintain the facility. Energy
impacts presented are net increases or savings in energy usage for each project. Operating costs
are assumed to start in the year scheduled for the project’s completion, and are pro-rated by half-
year.
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The impact of capital projects on operating labor costs differs by type of facility. Operating
labor costs reflect current proportions of labor to total operating costs by type of facility or
activity. To estimate full time equivalent employees, the operating labor cost is divided by an
assumed cost of employment. For purposes of the CIP, the assumed cost of employment is set at
$100,000 per year per new employee, reflecting salaries and benefits, plus equipment, supplies,
training, administrative support, and other District costs of support. Other costs of employment
may be used if specific staffing plans have been completed. Actual salaries would vary
depending on classification, hours worked, etc. Because of the uncertainty surrounding this
assumption, the number of full time equivalents related to implementation of this CIP is
presented as a range of plus or minus 25 percent.

Summary of Operating Cost Impacts

The following tables show the increase in total operating costs (Table V-1), labor costs (Table V-
2) and energy costs (Tables V-3) resulting from CIP projects by fiscal year. Projects and sub-
programs with significant impacts have been individually listed. A discussion of the significance
of the increase to rates or staffing needs follows each table as appropriate. Significant operating
impacts from priority level 3 projects are shown separately because they are not included in the
CIP Financial Plan.

Annual Total Operating Cost Increases - The net increase in total operating costs related to
capital projects is shown in the following tables.

Table V-1 Net Increase in Total O&M by Fiscal Year
(In thousands of dollars, current dollars)

PROJECT PROG FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 | TOTAL
Applicant Funded TW 70 80 90 100 110 120 130 140 150 160 1,150
Alternative Intake Project uw 200 200 200 200 200 200 200 200 200 200 2,000
Applicant Funded uw 10 15 17 19 21 23 25 27 29 31 217
EBMUD Intertie uw 240 480 480 480 480 480 480 480 480 480 4,560
LV Energy Recovery uw (185) (370) (370) (370) (370) (370) (370) (370) (370) | (3,145)
Rock Slough Fish Screen uw 75 150 150 150 150 150 150 150 150 1,275
LVE Adjustments Uw | (1,700) (1,000) 2,550 2,550 100 100 100 100 100 100 3,000
TOTAL PRIORITY 1&2 (1,180) (335) 3,117 3,129 691 703 715 727 739 751 9,057
Membrane Filtration WTP 3,300 6,600 6,600 6,600 6,600 29,700
E:‘;ﬁ{fedumion ADM 65 | )| @) | @o | @o | @o| @) @wo)| @0)| (@35
TOTAL PRIORITY 3 - (55) (110) (110) (110) 3,190 | 6,490 | 6,490 | 6,490 6,490 | 28,765
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A measure of the potential impact on rates is the increase in annual operating costs as a result of
bringing new capital facilities online. By FY2020, the annual increase reaches approximately
$750,000.As shown in Table V-1, annual operating costs for individual projects tend to be
consistent from year to year while costs for sub-programs increase over time. This increase is a
result of new facilities being added on a continuous basis throughout the CIP period.

The projects with the most significant operating impacts are Alternative Intake, EBMUD Intertie,
Los Vaqueros Energy Recovery Project, and the Los Vaqueros Reservoir Expansion project, all
of which are more fully described below. The cumulative total operating impact of applicant-
funded projects (untreated and treated water) is also significant, adding $190,000 per year by the
last year of the CIP. Applicants pay only for capital costs; however, because applicant projects
result in growth to the system, these additional operating costs are generally covered by the rates
paid by the added customers.

Alternative Intake Project (FY2010): $200,000/year

Operating costs associated with this project are predominantly related to new pumping and
conveyance facilities and include incremental power and other activities such as fish monitoring,
site maintenance and levee maintenance. Additional labor costs were included in the FY2010
adopted budget.

EBMUD Intertie Project (FY2011): $480,000/year

Although construction of the intertie has been completed, the District will not incur additional
operational costs until the Freeport Regional Water Authority Project comes online in December
2010. The estimated costs to wheel water through the intertie are $480,000 per year beginning in
FY2011. EBMUD wheeling charges will be funded by rates and from reserves dedicated for this
purpose. For the purposes of the District’s Financial Plan, it is assumed that the District’s
operational impact is $100,000 per year.

Los Vaqueros Energy Recovery Project (FY2012): ($370,000/year)

Power generate from this facility will reduce the District’s purchases of energy by approximately
$420,000 per year beginning in FY2012. Operating labor is estimated to increase by $50,000 per
year for maintenance of the new facility.

Los Vaqueros Reservoir Expansion Implementation (FY2011):

The following adjustments will occur to the District’s operating budget assuming the Los
Vaqueros Reservoir Expansion proceeds in 2011. A reduction of approximately $1.7 million in
the District’s water and power costs will occur in FY2011 due to the drawdown of the reservoir
prior to construction. A reduction of approximately $1 million will occur in FY2012 in the
District’s energy costs because filling of the reservoir will not occur during construction. Water
and power costs are estimated to increase by $2.55 million each in FY2013 and FY2014 as the
reservoir is refilled to its new capacity of 160 TAF. Annual power costs are estimated to
increase by $100,000 thereafter due to the higher elevation of the reservoir.

The potential future impact on operating costs related to the priority level 3 projects, if
implemented, is significant. By FY2020, the annual increase reaches approximately $6.5
million.



Annual Operating Labor Cost Impacts

The portion of the projected increase in operating costs related to labor is presented in Table V-2.

Table V-2 Net Increase in Operating Labor by Fiscal Year
(in thousands of dollars, current dollars)

PROJECT PROG | FY11| FY12 | FY13 | FY14 | FY15 | FY16 | FY17 | FY18 | FY19 | FY20 | TOTAL
Applicant Funded ™wW 35 40 45 50/ 55 60 65 70 75 80 575
eréﬁgginve Intake UWw 0
Applicant Funded uw 5 8 9 10 11 12 13 14 15 16 113
EBMUD Intertie uw 5 10 10 10 10 10 10 10 10 10 95
llLv Energy Recovery uw 25 50 s0[ 50 50 50 50 50 50 425
[Rock Slough Fish Screen | Uw so| 100l 100 100] 100 100] 100[ 100] 100 800
LVE Adjustments uw

TOTAL PRIORITY 1&2 45| 133| 214|220 226|  232| 238| 244| 250  256| 3,058
Additional Staff 1 1 2
Membrane Filtration WTP 80 160 160 160 560
Epoejggg{SReduction ADM

TOTAL PRIORITY 3 go| 160| 160| 160 560
Additional Staff 1 1

By the tenth year of the CIP, operating and maintaining District facilities will require an increase
in annual labor expenditures of approximately $256,000. The analysis of impact on labor
assumes current operating parameters such as frequency and standard of maintenance are
maintained.

If all the priority level 1 and 2 projects were built as described, based on the assumptions noted
above, the District would need approximately two additional full-time employees (+/- 25%) over
the ten-year CIP period. The distribution of these staff needs is shown on the bottom line of
Table V-2.

If all priority level 3 projects identified within the ten-year CIP schedule were implemented, the
increase in annual operating labor expenditures by FY2020 would be approximately $160,000.
This equates to one additional employee by year ten of this CIP.

Energy Impacts

The portion of the projected increase in operating costs related to energy is presented in
Table V-3. By the tenth year in the CIP, operating District facilities is projected to result in a net
decrease in energy costs of approximately $220,000 per year. Projects with significant energy
impacts include the Alternative Intake Project, Los Vaqueros Energy Recovery Project, and the
Los Vaqueros Reservoir Expansion.

There are two priority level 3 projects that would have impacts to the District’s energy costs, if
implemented. The Energy Demand Reduction projects are estimated to lower energy costs by
approximately $110,000 per year by installing alternative energy generation facilities or through
the completion of energy efficiency projects. The Membrane Filtration placeholder would
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increase the District’s energy costs by approximately $6 million if new regulations or further
degradation of Delta water quality require the installation of membranes at the District’s water
treatment plants.

Table V-3 Net Increase in Energy Costs by Fiscal Year
(in thousands of dollars, current dollars)

PROJECT PROG FY11 | FY12 | FY13 | FY14 | FY15 | FY16 | FY17 | FY18 | FY19 | FY20 TOTAL
Applicant Funded W
Alternative Intake uw sol 50| 50| 50| 50| 50| 50| 50| 50| 50 500
Project
Applicant Funded uw
EBMUD Intertie uw
"LV Energy Recovery uw (210)[ (420)[ (420)[ (420)[ (420)[ (420)[ (420)[ (420) (420) (3,570)
lRock siough Fish screen| UW 25|  so| so| s0| 50| s0[ s0| s0| 50 425
LVE Adjustments UW | (1,000)| (1,000)| 1,500 1,500 100 100 100 100 100 100 1,600
TOTAL PRIORITY 1&2 @50)| (1,135)] 1,280| 1,180 (220)| (220)| (220)| (220)| (220)| (220) (1,045)
Membrane Filtration WTP 3,220| 6,440( 6,440 6,440 22,540
Energy Reduction
rojonions ADM G5)| @) @o)| @) )| )| @) (@10 (825)
TOTAL PRIORITY 3 65)| 10| @] o) 3110| 6,330 6,330 6330 21,715
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Debt Ratings

The District’s long-term debt rating is Aa3 from Moody’s and AA+ from Standard and Poor's
(S&P). The District received a ratings upgrade from S&P in FY08 from AA to AA+ due to its
continued strong financial performance. The District’s commercial paper ratings were reaffirmed
during FYO08 at the highest quality levels of P-1 from Moody's and A-1 from S&P. The 2011 CIP
and Financial Plan assumes that the current ratings will be maintained.

Debt Service Coverage

The District’s bond covenants as well as Board policy require the District to maintain a debt
service coverage ratio of 1.25 on water revenue bonds and other parity debt. The 2011 CIP and
Financial Plan meets this requirement and provides for an average coverage ratio of 1.50 over
the ten-year planning period. The rate projections included in Financial Plan are driven by
planned expenditures adjusted for inflation, and not by the debt service coverage requirement.
The District does not need to raise rates to meet coverage requirements.

Reserve Funds

The District's reserve funds include a combination of unrestricted, legally restricted and Board
restricted reserves. Those reserves that are restricted by contractual or legal requirements are
considered to be legally restricted; those that are Board restricted required some previous action
by the Board to limit their usage to specific purposes.

The District has a Board policy setting the minimum reserve balance at the total of six months’
debt service and operating expense. The six months’ operating expense requirement will be met
by a combination of unrestricted reserves and the Board restricted Rate Stabilization Fund. The
six months of debt service requirement will be met by the legally restricted Bond Reserve Funds.
A breakdown of the District’s reserves as of December 31, 2009, including those reserves used
to smooth rate increases, is provided on Table VI-3. Earnings from interest are assigned to the
reserve balances that earn the interest, both restricted and unrestricted, and are used for the
purposes of those reserves.
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Table VI-3

Reserve Balances December 31, 2009

(% in thousands) Untreated Treated Other TOTAL
Legally Restricted Funds

Los Vaqueros Bond Reserves 38,135 38,135
Randall-Bold Bond Reserves 3,788 3,788
State Revolving Loan Reserves 1,008 1,008
Commercial Paper 15,030 - 15,030
Rate Stabilization Fund (1) 38,640 18,240 56,880
MPP/FWSS Reserve (2) 25,577 25,577
Canal Replacement 1,713 1,713
Wetlands Mitigation Endowment 1,167 1,167
USBR Reserve - CVP Operations

Agreement 1,169 1,169
Subtotal 81,584 18,240 44,644 144,468
Board Restricted Reserves

Capital Improvement Fund (1) 21,306 24,733 46,040
Sacramento/EBMUD Muitigation Reserve 5,708 5,708
Vehicle Replacement Fund 2,298 2,298
Self Insurance Reserve 1,321 1,321
Workers' Compensation Deductible Reserve 899 899
Clean Water Act Funds (1) 468 468
Drought Relief Fund 4,599 4,599
Las Vaqueros Commitment Reserve 3,483 3,483
Subtotal 30,497 26,522 7,796 64,815
Unrestricted Funds

Unrestricted Reserves (1) 7,682 29,476 - 37,156
Subtotal 7,682 29,476 - 37,156
TOTAL 119,763 74,238 52,439 246,439

(1) Reserve Funds drawn down to Smooth Rate Increases
(2) Applied to growth’s share of MPP-SRIP debt service
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Projected Revenues

The District generates revenue from several sources, including water sales, Facility Reserve
Charges, interest earnings, property taxes, state and federal funding, grants and miscellaneous
other sources. The primary sources of revenue are described below.

Water Sales

Water sales, on average, generate approximately 70% of the District's total revenue. For the 2011
CIP and Financial Plan, it is assumed that treated water sales, including wholesale treated water
and the untreated water component of the treated water rate, will provide approximately 62% of
the total water sales revenue during the ten-year planning period, with the remaining 38%
generated by the sale of untreated water to untreated water only customers.

Projected Revenue Increases

Table VI-4 compares the projected untreated water revenue increases necessary to fund untreated
water only customers’ share of all priority level 1 and 2 projects in the 2011 CIP, as well as
projected operating costs and debt service. These revenue increase projections are consistent
with the prior 2010 CIP. As with the prior CIP, no annual increase exceeds the assumed rate of
annual inflation in the ten-year planning period, which is assumed to be 4%. An increase of
3.75% is projected for the newly added year of 2020.

Table VI-5 compares the projected treated water revenue increases necessary to fund all priority
level 1 and 2 projects in the 2011 CIP, as well as treated water operating costs, debt service and
treated water’s share of untreated water costs. The revenue increase projections are consistent
with the 2010 CIP. These projected increases provide funding for new or increased treated water
projects as well as treated water customers’ share of the source water quality improvement
projects. An increase of 3.5% is projected for the newly added year of 2020.

Table VI-4 Projected Untreated Water Revenue Increases - Priority Level 1 and 2 Projects
Comparison of 2011 and 2010 CIPs
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

2011 CIP 35% 35% 35% 35% 3.75% 3.75% 3.75% 3.75% 3.75% 3.75%
2010 CIP 35% 35% 35% 35% 3.75% 3.75% 3.75% 3.75% 3.75% NA

Table VI-5 Projected Treated Water Revenue Increases - Priority Level 1 and 2 Projects
Comparison of 2011 and 2010 CIPs
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

2011 CIP 35% 35% 35% 35% 35% 35% 35% 35% 35% 3.5%
2010 CIP 35% 35% 35% 35% 35% 35% 35% 35% 35% N/A
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Capital Project Impacts on Revenue Requirements

Priority Level 1 and 2 Projects (District Funded)

The following two tables show how the priority level 1 and 2 Projects impact District funded
capital expenditures by program. District funded projects are funded by water rates, FRC
revenues, and reserves. Tables VI-12 and VI-13 include all projects designated as priority level
1 and 2 that are not debt, developer or grant funded, such as funds received by outside agencies.
Tables VI-12a and VI-12b show program estimates in current dollars for the 2011 CIP and 2010
CIP, respectively, while Tables VI-13a and VI-13b display the estimates for both CIPs in
inflated dollars. During the common years of the 2010 and 2011 CIPs (2011 through 2019), the
District funded portion is $18.7 million higher in the 2011 CIP in current dollars. This is the
result of the 4.1% Engineering News Record Index (ENR) adjustment and cash flow adjustments
that increase the common year expenditures. The change during the common years of the 2010
and 2011 CIPs in inflated dollars total approximately $14.2 million, representing the
approximate increase in the common year’s cash flows plus the applicable inflation.

Table VI-12a District Funded Capital Expenditures by Program - Current dollars
- Priority Level 1 and 2 Projects
2011 CIP (in millions of dollars)

Program FY1l FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 TOTAL
IAdministrative Support Facilities 0.8 0.7 0.7 0.4 0.4 0.4 0.4 0.4 0.4 0.4 5.1
Delta Projects 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0]
Equipment & Capital Purchases 3.0 1.8 11 2.1 1.2 1.9 1.3 15 1.2 1.2 16.3
Expansion of Services 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Future Water Supplies excl. Future Water Purchase 0.1 0.1 0.2 0.4 9.0 0.2 0.2 0.2 0.3 0.2 10.7]
Los Vaqueros 1.0 0.5 0.7 0.5 0.5 0.5 0.4 12 13 0.4 6.9
Untreated Water Supply & Transport 10.2 2.4 1.9 2.4 5.9 1.8 21 1.9 1.9 1.9 32.6)
Treated Water Distribution & Storage 6.2 5.9 4.8 5.4 4.3 5.4 4.4 5.9 5.9 14.9 63.0)
Water Demand Reduction 5.5 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7 12.2)
\Water Treatment Facilities 4.1 1.8 2.4 2.8 1.6 1.0 1.6 0.6 1.2 1.0 18.14
Total 31.0 14.0 12.4 14.9 23.7 11.9 11.1 12.3 12.9 20.7 165.0
Note: Does not include projects funded by applicants, debt or other agencies

Table VI-12b District Funded Capital Expenditures by Program - Current dollars
- Priority Level 1 and 2 Projects
2010 CIP (in millions of dollars)

Program FY10 FY1l FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 TOTAL
Administrative Support Facilities 0.4 0.7 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 43
Delta Projects 0.0 0.5 0.5 2.2 0.0 0.0 0.0 0.0 0.0 0.0 3.2
Equipment & Capital Purchases 2.4 2.6 1.3 1.2 2.2 1.2 1.8 1.2 0.9 1.6 16.3
Expansion of Services 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Future Water Supplies excl. Future Water Purchase 0.1 0.1 0.1 0.2 0.3 85 0.2 0.2 0.2 0.4 10.1
Los Vaqueros 0.6 11 0.6 0.7 0.5 0.5 0.4 0.4 12 13 7.4
Untreated Water Supply & Transport 2.9 2.6 1.8 1.9 2.3 5.1 19 19 19 1.9 241
Treated Water Distribution & Storage 7.1 5.4 6.2 3.8 4.8 3.8 4.8 4.1 4.9 53 50.2
Water Demand Reduction 4.0 2.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7 12.3
Water Treatment Facilities 1.7 3.1 1.4 1.9 1.2 1.9 1.0 1.5 1.2 1.9 16.7
Total 19.2 18.8 13.0 12.9 12.4 22.1 11.2 10.3 11.3 13.4 144.7

Note: Does not include projects funded by applicants, debt or other agencies
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Table VI-13a  District Funded Capital Expenditures by Program - Inflated dollars
- Priority Level 1 and 2 Projects
2011 CIP (in millions of dollars)

Program FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 TOTAL]
Administrative Support Facilities 0.9 0.8 0.7 0.5 0.5 0.5 0.6 0.6 0.6 0.6 6.3
Delta Projects 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Equipment & Capital Purchases 32 1.9 1.2 25 15 24 1.7 2.1 1.7 1.9 20.1
Expansion of Services 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Future Water Supplies excl. Future Water Purchase 0.1 0.1 0.2 0.5 111 0.2 0.2 0.2 0.5 0.2 13.3
Los Vaqueros 11 0.6 0.8 0.5 0.6 0.5 0.5 1.6 1.8 0.6 8.6
Untreated Water Supply & Transport 10.4 2.7 2.2 29 7.3 24 29 2.6 2.7 2.8 38.7
Treated Water Distribution & Storage 6.5 6.5 55 6.4 53 6.9 5.8 8.1 8.4 22.2 815
Water Demand Reduction 5.8 0.8 0.8 0.9 0.9 0.9 1.0 1.0 11 11 14.4
Water Treatment Facilities 4.3 2.0 2.7 3.3 1.9 1.3 2.1 0.8 1.7 1.5 21.7
Total 32.2 15.3 14.1 17.5 29.1 15.2 14.7 17.0 18.6 31.0 204.7
Note: Does not include projects funded by applicants, debt or other agencies

Table VI-13b  District Funded Capital Expenditures by Program - Inflated dollars
- Priority Level 1 and 2 Projects
2010 CIP (in millions of dollars)

Program FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 TOTAL
Administrative Support Facilities 0.4 0.8 0.5 0.5 0.5 0.5 0.5 0.6 0.6 0.6 5.4
Delta Projects 0.0 0.5 0.6 2.6 0.0 0.0 0.0 0.0 0.0 0.0 3.7
Equipment & Capital Purchases 2.4 2.8 15 14 2.7 15 2.4 17 13 2.4 20.0
Expansion of Services 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Future Water Supplies excl. Future Water Purchase 0.1 0.1 0.1 0.2 0.4 10.8 0.2 0.2 0.2 0.6 13.0
Los Vaqueros 0.6 1.2 0.7 0.8 0.6 0.7 0.6 0.6 17 1.9 9.5
Untreated Water Supply & Transport 29 2.8 21 22 29 6.5 2.6 2.6 2.7 2.8 30.0
Treated Water Distribution & Storage 7.1 5.9 7.0 45 59 4.9 6.3 57 7.1 7.9 62.3
Water Demand Reduction 4.0 3.0 0.8 0.8 0.9 0.9 0.9 1.0 1.0 1.0 14.3
Water Treatment Facilities 1.7 3.4 1.6 2.2 15 2.4 1.3 2.0 1.7 2.8 20.6
Total 19.2 20.5 14.7 15.2 15.3 28.2 14.9 14.3 16.3 20.1 178.7

Note: Does not include projects funded by applicants, debt or other agencies

Revenue and Debt Funded, Priority Level 1 and 2 Projects

Comparison of the 2010 CIP (Table VI-14a) and 2010 CIP (Table VI-14b) identifying the
projected capital expenditures by their untreated and treated water funding sources shows the
overall impacts of the adjustments discussed in this document. Specifically, the changes are as
follows:

Untreated Water Revenue Funded Projects - The untreated water revenue funded projects in
the 2011 CIP is higher than the prior CIP, with a increase of only $8.3 million (inflated) dollars
in the first nine years, the years in common with the prior CIP and increased $5.7 million
(inflated) dollars for the additional year in this analysis, 2020. The increase of $8.3 million over
the first nine years of the ten-year planning period is primarily the result of the addition of $7.7
million of District funds used for the Canal Replacement Project Phase 2. This represents the
District’s approximate 25% contribution towards this project, with the remaining 75% of the
project Federally funded.

Untreated Water Debt Funded Projects - A major component of the Untreated Water Debt

Funded Projects is the AIP and LVE Projects. Debt funding for the AIP is $85 million, and for
LVE is $120 million, for a total of $205 million of debt outstanding for the two projects. It is
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assumed that these projects will be funded with short-term financing through 2020 and then
long-term bonds beginning in 2021. See Debt/Bond Funding on page VI-4 for further details.

Untreated water debt service decreased by approximately $13.4 million compared to the prior
CIP. This decrease is the result of the revised funding plan for the LVE project. The prior CIP
assumed that the District funded a portion of LVE with Commercial Paper in an amount of $34.9
million, which was assumed to be retired in full in 2019. This decrease is partially offset by the
addition of short-term financing assumed in the current CIP for the $120 million Los Vaqueros
Expansion Project and the $85 million of AIP project, for a net decrease in debt service of $13.4
million.

Treated Water Revenue Funded Projects - The 2011 CIP shows an increase of $5.7 million
over the common years of the two CIPs and the addition of $25.3 million in the final year of this
2011 CIP. The increase in the common years is driven by the addition of new projects for water
quality and supply reliability. The addition of $25.3 million in 2020 is the result of continuing
treated water programs and the beginning of construction on the Port Chicago Highway Pipeline
Project.

Untreated and Treated Projects Funded by Others - The 2011 CIP shows a decrease of $35.9
million (inflated) in Delta Projects primarily in the shift from substantial outside funding for the
LVE project to full District funding. This decrease is partially offset by increases of
approximately $23.8 million for the Rock Slough Fish Screen, $23.0 million for the Canal
Replacement Phase 2 and $6.0 million for the Clayton Regency Pipeline projects as funded by
outside parties.

Table VI-14a Projected Capital and Debt Service Expenditures
- Priority Level 1 and 2 Projects
(in millions of dollars, inflated dollars)

2011 CIP 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Untreated Water (a)
Revenue Funded Projects 18.9 5.2 4.7 59 20.6 51 5.4 6.4 7.0 5.7
Debt Service (b) 5.6 3.7 33 41 4.1 4.1 4.1 4.2 4.7 4.1
Debt Service (c) 38.6 38.7 38.7 38.7 38.7 38.9 38.9 38.9 38.4 35.5
Total Untreated Water 63.2 47.6 46.7 48.7 63.4 48.2 48.4 49.5 50.0 45.4
Treated Water (a)
Revenue Funded Projects 13.3 10.1 9.4 11.6 85 10.1 9.3 10.6 11.6 25.3
Debt Service (b)
Debt Service (c) 5.1 5.1 5.1 5.1 5.1 5.1 5.1 5.1 5.1 5.1
Total Treated Water 184 15.2 145 16.7 13.6 15.2 144 15.7 16.7 30.4
Funded by Others
Delta Projects 2.1 3.3 2.7
Funded by Other Agencies (d) 28.4 19.9 2.2 7.3 13.2 27.4 14.9 2.1 2.6 0.9
Funded by Applicants 5.7 4.3 1.9 2.0 2.1 2.2 2.2 2.3 2.4 2.5
Total Funded by Others 36.2 275 6.9 9.3 15.3 29.6 17.1 4.4 5.0 34
Total District 117.7 90.4 68.0 74.7 92.3 92.9 80.0 69.7 71.8 79.2

(a) Approximately 38% of Untreated Water Expenditures are paid by Treated Water Rates (as the Treated Water Service Area is also an Untreated Water Customer)
(b) Debt Service, Short-term - Seismic and Reliability Improvement and Alternative Intake Projects, Los Vaqueros Reservoir Expansion, Short-Cut Pipeline Refurbis
(c) Existing debt service (Los Vaqueros, Randall-Bold, Canal, Bollman, and issued SRIP long term debt)

(d) Funded by other agencies, includes estimated funds for Rock Slough Fish Screen, WRD and from R-B partnrers and the City of Brentwood
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Table VI-14b Projected Capital and Debt Service Expenditures - Inflated dollars
- Priority Level 1 and 2 Projects
(in millions of dollars)

2010 CIP 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019  Total
Untreated Water (a)
Revenue Funded Projects 8.5 8.9 4.9 7.3 5.9 19.7 53 52 6.3 7.4 79.4
Debt Service Short-term (b) 2.8 2.9 0.1 0.1 0.3 0.4 1.2 2.3 3.0 41.1 54.2
Debt Service Long-term (c) 39.6 38.6 38.7 38.7 38.7 38.7 38.9 38.8 38.8 383 3878
Total Untreated Water 50.9 50.4 43.7 46.1 449 58.8 454 46.3 48.1 86.8 5214
Treated Water (a)
Revenue Funded Projects 10.7 11.7 9.8 7.9 9.4 8.6 9.6 9.2 10.0 12.6 99.5
Debt Service Short-term (b) 1.2 1.2
Debt Service Long-term (c) 5.1 5.1 5.1 5.1 5.1 5.1 5.1 5.1 5.1 5.1 51.0
Total Treated Water 17.0 16.8 14.9 13.0 14.5 13.7 14.7 14.3 15.1 17.7 151.7
Funded by Others
Delta Projects 9.0 24 75 38.8 33.1 74 98.2
Funded by Other Agencies (d) 11 0.5 13 7.7 135 28.0 14.8 2.5 1.4 13 72.1
Funded by Applicants 1.9 1.3 1.6 1.9 2.0 2.1 2.2 2.3 2.4 2.5 20.2
Total Funded by Others 12.0 4.2 2.9 9.6 15.5 37.6 55.8 37.9 11.2 3.8 190.5
Total District 79.9 714 61.5 68.7 74.9 110.1 1159 98.5 744 108.3 863.6

(a) Approximately 38% of Untreated Water Expenditures are paid by Treated Water Rates (as the Treated Water Service Area is also an Untreated Water Customer)

(b) Debt Service, Short-term - Seismic and Reliability Improvement Projects, Alternative Intake Project, Los VVaqueros Reservoir Expansion, Short-Cut Pipeline Refurbishment

Project.
(c) Existing debt service (Los Vaqueros, Randall-Bold, Canal, Bollman, and issued SRIP long term debt)
(d) Funded by CALFED agencies, includes estimated funds from others for Los VVaqueros Expansion Project

Reserve Balances — Reserves are utilized as necessary through the ten-year rate projection period
to enable small and consistent revenue increases for both untreated and treated water customers.
Reserve balances used to smooth rates will be drawn down to the Board established minimum
level of six months of projected operating expense by the end of the ten-year rate analysis.

The reserves shown in Table VI-15 and Figures VI-1 and VI-2 primarily consist of untreated and
treated water unrestricted reserves, the Capital Improvement Reserve Fund and the Rate
Stabilization Reserve Fund. The minimum balance requirements reflect six months of projected
operating expense consistent with Board Policy. The District also maintains six months of debt
service obligation in the bond reserve funds. However, because the bond reserve funds are
restricted, they are not included in the reserve balances to offset revenue increases.

Table VI-15 Treated and Untreated Water Reserve Balances by Fiscal Year

(% in millions) 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Untreated Water 58.7 503 458 418 373 340 312 283 252 201
Minimum Required 121 129 139 148 155 163 171 179 188 19.9
Treated Water 400 329 335 347 366 381 401 413 424 418
Minimum Required 256 273 294 313 327 343 359 376 393 411

Note: Includes Unrestricted and Board Restricted Capital Improvement and Rate Stabilization Funds. Does not include
legally restricted and other Board restricted reserves.
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Figure VI-1

Projected Untreated Water Reserve Balances
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Figure VI-2

Projected Treated Water Reserve Balances

50.0
45.0 A

40.0 —\

—&— Treated Water
35.0

e \inimum
30.0 /

25.0

$ in Millions

20.0 A

15.0
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Note: Includes Unrestricted and Board Restricted Capital Improvement and Rate Stabilization Funds. Does not
include legally restricted and other Board restricted reserves.
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