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Agenda

- Reserve Policies

- Revenue Requirement for Each Utility

« Revenue and expense projections
« Reserve fund balance projections
« Annual rate revenue adjustments

- Surcharge Rates Structures
* Questions and Discussion
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Reserves and Revenue Requirement

1. What reserve policies are recommended by the Commission for both
the Wastewater Fund and Water Fund?

2. What revenue increases are recommended by the Commission for
the Wastewater Fund?

3. What level of capital improvement expenditures is recommended
for the Wastewater Fund?

4. What revenue increases are recommended by the Commission for
the Water Fund?

5. What level of capital improvement expenditures is recommended
for the Water Fund?

6. What are the Commission’s recommendations regarding the
proposed structures of the surcharges?

3




Reserve Policies ‘ﬂ
Reserves and Revenue Requirement II&I
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 Current Policy: Target is 40% of combined Annual
Operations and Maintenance Expenses (O&M) + Capital

« Wastewater Fund (530): $7.28 million (FYE 2027)
« Water Fund (520): $10.50 million (FYE 2027)

= 25% Annual O&M + 1
year Debt Service
» Aligns with GFOA practice of 90 days of cash on hand

= Minimum Reserve + 50% of
5-year average forecasted annual capital expenditure
(cash-funded only)

* Provides working capital for cash flow to immediately fund construction




Reserve Policies
Reserves and Revenue Requirement

« Wastewater Fund (530): $1.96 million (FYE 2027)
« Water Fund (520): $5.75 million (FYE 2027)

« Wastewater Fund (530): $6.35 million (FYE 2027)
« Water Fund (520): $13.30 million (FYE 2027)

« Current Policy
« Wastewater Fund (530): $7.28 million (FYE 2027)
« Water Fund (520): $10.50 million (FYE 2027)
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Rate Study Process

Rate Study Overview

-

Revenue
Requirement
Projections

—

Ve

e How much revenue
is needed from
rates for the utility?

~

»

-

Cost-of-Service
Analysis

~

Vs

e How much revenue
is each customer
class responsible
for?

N 4
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-

Rate Design

p
e How are rates
structured among
the customer
classes?




Wastewater Revenue Requirement ‘ﬂ
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Reserves and Revenue Requirement i

Expenses:
= Operations and Maintenance Expenses
= Labor, equipment, utilities, insurance, tools, regulatory compliance
» Transfer for General Fund Reimbursement
= Capital Improvement Expenditures

= Retrofits, upgrades, replacements of system assets vetted by City

Revenues:
= Rate revenues

= Non operating revenues from Folsom Prison service
/




Wastewater Expense Projections ‘f;
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Reserves and Revenue Requirement i

Wastewater Ex FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30 FY 2030-31 Avg. Increase %
Salaries and Benefits $4,277,686 $4,491,425 $4,715,847 $4,951,486 $5,198,902 $5,458,683 6%
Operating Expenses $2,052,514 $2,115,207 $2,179,827 $2,246,431 $2,315,082 $2,385,843 3%
Admin Expenses/Financing $1,183,801 $1,219,315 $1,255,894 $1,293,571 $1,332,378 $1,372,350 3%
Capital Projects $4,165,697 $10,380,746 $9,813,437 $8,115,674 $7,377,339 $9,454,865 varies
Total $11,679,698 $18,206,694 $17,965,005 $16,607,162 $16,223,701 $18,671,741 12%

pense Assumptions FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30 FY 2030-31
General Inflation Per Budget
Salaries and Wages Per Budget
Benefits Per Budget
Utilities Per Budget
Construction Cost Inflation Per Budget

= No additional staffing includecé in projections




Wastewater Revenue Projections
Reserves and Revenue Requirement

Wastewater Revenues FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30
Rate Revenues, Current Rates
Residential $10,365,065 $10,468,819 $10,573,489 $10,679,379 $10,786,185
Non-Residential $2,039,498 $2,044,268 $2,049,048 $2,053,839 $2,058,641

FY 2030-31

$10,893,907
$2,063,453

Total Rate Revenues $12,404,562 $12,513,087 $12,622,537 $12,733,219 $12,844,826

Revenues from Folsom Prison $67,200 $67,200 $67,200 $67,200 $67,200

$12,957,360

$67,200

Total Revenues 512,471,762 $12,580,287 $12,689,737 $12,800,419 $12,912,026

Revenue Assumptions FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30
Growth in Residential Accounts Current
Growth in Non-Residential Accounts Current
Growth in Metered Commercial Accts Current

= Water and wastewater growthgassumptions are mirrored.

$13,024,560

FY 2030-31




Millions

Wastewater 10-Year Projections ‘f.
j lﬁ

Reserves and Revenue Requirement i

Wastewater (Fund 530) Total Revenue Requirement
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Wastewater Proposed Revenue Increases ".
Reserves and Revenue Requirement 1| &l

Fiscal Year: FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30 FY 2030-31 FY 2031-32 FY 2032-33 FY 2033-34 FY 2034-35 FY 2035-36

Revenue Increases 0.0% | 4.0% | 4.0% | 3.0% | 3.0% | 3.0% | 7.0% | 6.0% | 6.0% | 5.0% | 5.0%
Cumulative Increase 0.0% 4.0% 8.2% 11.4% 14.7% 18.2% 26.5% 34.1% 42.1% 49.2% 56.7%
Additional Monthly Increase per Account (Avg). $1.56 $1.65 $1.31 $1.38 $1.44 $3.43 $3.21 $3.45 $3.11 $3.31

Ending Reserve Fund Balance - Fund 530
$35.0

$30.0 |
$25.0 -
$20.0 -
$15.0 -

$10.0 -

$5.0 -

Total Reserve Balance ($ Millions)

$0.0

FY 2024-25 FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30 FY 2030-31 FY 2031-32 FY 2032-33 FY 2033-34 FY 2034-35 FY 2035-36

—@—Total Reserves with Rate Increases ---®-- Total Reserves without Rate Increases

=—@==Target Balance (proposed) Min. proposed + 50% avg. annual CIP =4&= Min. balance (proposed) 25% O&M 1 1




Water ‘ﬂ
Reserves and Revenue Requirement [ Iil

Expenses:
= Operations and Maintenance Expenses
= Labor, equipment, utilities, insurance, tools, regulatory compliance
» Transfers for General Fund Reimbursement
= Debt Service - 2 existing obligations

= Capital Improvement Expenditures
= Retrofits, upgrades, replacements of system assets vetted by City
Revenues:

= Rate revenues
= Non operating revenues from fees, penalties, transfer of $300k




Water Expense Projections
Reserves and Revenue Requirement

Water Expenses FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30 FY 2030-31 Avg Increase %

Salaries and Benefits
Operating Expenses
Admin Expenses/Financing
Debt Service

Capital Projects

$6,948,372
$7,471,015
$1,711,456
$1,828,895

$11,358,176

$7,295,510
$7,701,144
$1,762,800
$1,828,830
$9,483,976

$7,659,996
$7,942,306
$1,815,684
$1,831,027
$7,379,481

$8,042,697
$8,191,105
$1,870,154
$1,826,440
$7,312,393

$8,444,525
$8,447,786
$1,926,259

$784,343
$8,112,748

$8,866,435
$8,712,602
$1,984,047

$780,525
$6,632,625

pense Assumptions
General Inflation
Salaries and Wages
Benefits
Utilities
Construction Cost Inflation

$29,317,913

FY 2025-26

per Budget
per Budget
per Budget
per Budget
per Budget

$28,072,258

FY 2026-27

$26,628,494

FY 2027-28

$27,242,790

FY 2028-29

$27,715,661

FY 2029-30

= No additional staffing included in projections
» Excludes San Juan Water District costs

$26,976,234

6%

3%

3%

per schedule
varies

-2%

FY 2030-31




Water Revenue Projections ‘f.
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Reserves and Revenue Requirement i

Water Revenues FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30 FY 2030-31
Rate Revenues, Current Rates
Residential $12,154,407 $12,275,968 $12,398,668 $12,522,516 $12,647,758 $12,774,160
Non-Residential $4,719,054 $4,728,223 $4,737,410 $4,746,615 $4,755,838 $4,765,080
Irrigation $3,286,081 $3,293,989 $3,301,912 $3,309,851 $3,317,805 $3,325,775
Temporary Meters $138,568 $138,568 $138,568 $138,568 $138,568 $138,568
Total Rate Revenues $20,298,110 $20,436,747 $20,576,558 $20,717,549 $20,859,969 $21,003,582

Non-Rate Revenues $485,000 $499,550 $514,537 $529,973 $545,872 $562,248
Total Revenues $20,783,110 $20,936,297 $21,091,094 $21,247,522 $21,405,841 $21,565,830

Revenue Assumptions FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30 FY 2030-31
Growth in Residential Accounts

Growth in Non-Residential Accounts

Change in Consumption per

Residential Customer

Change in Consumption per Non-

Residential Customer

= Excludes surcharge revenues
= Water and wastewater growth assumptions are mirrored.




Water 10-Year Projections ‘f.
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Reserves and Revenue Requirement i

Water (Fund 520) Total Revenue Requirement
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Water Proposed Revenue Increases ‘f.
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Reserves and Revenue Requirement i

*January 1 increases e —.d
$7.5M/year in Capital in FYE 2027-31, $6.7M/year in FYE 2032-36

Fiscal Year: _FY 2025-26 __FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30 FY 2030-31 FY 2031-32 FY 2032-33 FY 2033-34 FY 2034-35 FY 2035-36 |

Revenue Increases | 0.0% [ 12.0% | 10.0% | 4.0% | 3.0% I 3.0% [ 2.0% [ 0.0% | 0.0% [ 0.0% [ 0.0%
Cumulative Increase 0.0% 12.0% 23.2% 28.1% 32.0% 35.9% 38.6% 38.6% 38.6% 38.6% 38.6%
Additional Monthly Increase per Meter (Avg). $7.84 $7.36 $3.31 $2.62 $2.70 $1.91 $0.17 $0.17 $0.17 $0.17
Debt Coverage 2.48 3.04 4.01 4.64 11.29 11.70 11.91 11.58 10.81 - -

Ending Reserve Fund Balance - Fund 520

$30.0

$20.0 A
~ - =3
$10.0 - - - N
o————9-——-0—’"3'—._:0—--1—-—.—---o—--—o-—--o———-"——--o-—-—-#

°.,

Total Reserve Balance ($ Millions)

@
o
o

FY 2024-25 FY 2025-26 FY 2026-27 FY 2027-28 FY 2028-29 FY 2029-30 FY 2030-31 FY 2031-32 FY 2032-33 FY 2033-34 FY 2034-35 FY 2035-36

—e—Total Reserves with Rate Increases --®--Total Reserves without Rate Increases
—e&— Target Balance (proposed) Min. proposed + 50% avg. annual CIP —&== Min. balance (proposed) 25% O&M + 1 year of debt service
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Wastewater Interceptor Surcharge ‘f;
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Reserves and Revenue Requirement i

- Recommendation: Establish a sewer surcharge for Sutter

Street businesses

« Customers would pay a fixed amount per account each month to fund the
future cleaning of the Sutter Street interceptors.

« Surcharge is in addition to monthly charges assessed to all customers for this
additional service.

« Cleaning would occur once per five years.




Legend

|:] Folsom City Boundary
City's Water Service Areas
Areas not served by City
ﬁ Ashland

- Folsom West

- Folsom East

Nimbus

Folsom Plan Area

Gold River

American River Canyon
(Not served by City) Folsom Prison

(Not served by City)

Served by EID

N
Miles Sources: Esri, HERE, Garmin, USGS, Intermap, INCREMENT P, NRCan, Esri
0 0.5 1 2 3 Japan, METI, Essi China (Hong Kang), Esri Korea, Esri (Thailand), NGCC, (c)
OpenStreetMap contributors, and the GIS User Community

FOLSOM

City of Folsom
2020 Urban Water Management Plan
Water Service Areas

MIWSC




Water Surcharges ‘ﬂ
Reserves and Revenue Requirement II&I
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- Currently there are two surcharges:
« East Area Surcharge
* Folsom Plan Area Surcharge

« Current billing: Residential charges fixed amount per account; Commercial
billed based on water use

 Proposed surcharge structure:

« 3 surcharges - each of the 4 areas in the City would pay a surcharge

« East Area Surcharge - revise to Central Valley Project Surcharge, applies to Folsom
Main and East Area

* Folsom Plan Area Surcharge - continues to apply solely to Folsom Plan Area

« Create new Ashland Surcharge - accounts for San Juan Water District purchases,
applies only to Ashland customers

» All surcharges would be charged according to water use.
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Reserves and Revenue Requirement

Questions/Discussion ‘ﬂ
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What reserve policies are recommended by the Commission for both
the Wastewater Fund and Water Fund?

What level of capital improvement expenditures is recommended
for the Wastewater Fund?

What revenue increases are recommended by the Commission for
the Wastewater Fund?

What level of capital improvement expenditures is recommended
for the Water Fund?

What revenue increases are recommended by the Commission for
the Water Fund?

What are the Commission’s recommendations regarding the
proposed structures of the surcharges?
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