BIGHORN-DESERT VIEW WATER AGENCY

“To provide a high quality supply of water and reliable service to all customers at a
fair and reasonable rate.”

Finance/Public Relations/Education and Personnel Standing

Committee Special Meeting Agenda
Committee Members: President McBride & Director Coulombe

BOARD MEETING OFFICE November 20, 2019
1720 N. CHEROKEE TR. Time —8:30 A.M.
LANDERS, CALIFORNIA 92285

1. CALLTO ORDER

2. PLEDGE OF ALLEGIANCE

3. ROLLCALL

4. APPROVAL OF AGENDA

Discussion and Action Items - The Committee and Staff will discuss the following items and the

Committee will consider taking action, if so inclined. The public is invited to comment on any

item on the agenda during discussion of that item. When giving your public comment, please

have your information prepared. If you wish to be identified for the record then please state

your name. Due to time constraints, each member of the public will be allotted three-minutes

to provide their public comment.

5. Review of Existing Agency Fees and Proposed Fees for Future Adoption

6. Review of Proposed Rules and Regulations for Water Service Including Language
Compliant with SB 998 Dodd. Discontinuation of Residential Water Service: Urban and
Community Water Systems

7. CalPERS Unfunded Liability - Funding Options

8. Discuss Possible Implementation of Water Consumption Usage Tiers

9. Review of Existing and Proposed Organizational Chart for Future Adoption

10. Consent Items — The following items are expected to be routine and non-controversial and
will be acted on by the Committee at one time without discussion, unless a member of the

Public or member of the Committee requests that the item be held for discussion or further
action.
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a. FPREP Committee Special Meeting Minutes, September 18, 2019
Recommended Action:
Approve as presented (Item a)

11. Public Comment Period

Any person may address the Committee on any matter within the Agency’s jurisdiction on items
not appearing on this agenda. When giving your public comment, please have your information
prepared. If you wish to be identified for the record then please state your name. Due to time
constraints, each member of the public will be allotted three minutes to provide their public
comment. State Law prohibits the Committee from discussing or taking action on items not
included on the agenda.

12. Verbal Reports - Including Reports on Courses/Conferences/Meetings
1. Committee Members’ Comments/Reports
2. General Manager’'s Comments/Reports

13. Adjournment

In accordance with the requirements of California Government Code Section 54954.2, this
agenda has been posted in the main lobby of the Bighorn-Desert View Water Agency, 622 S.
Jemez Trail, Yucca Valley, CA not less than 72 hours if prior to a Regular meeting, date and time
above; or in accordance with California Government Code Section 54956 this agenda has been
posted not less than 24 hours if prior to a Special meeting, date and time above.

As a general rule, agenda reports or other written documentation have been prepared or
organized with respect to each item of business listed on the agenda.

Copies of these materials and other disclosable public records in connection with an open
session agenda item, are also on file with and available for inspection at the Office of the
Agency Secretary, 622 S. Jemez Trail, Yucca Valley, California, during regular business hours,
8:00 A.M. to 4:30 P.M., Monday through Friday. If such writings are distributed to members of
the Board of Directors on the day of a Board meeting, the writings will be available at the
entrance to the Board of Directors meeting room at 1720 N. Cherokee Trail, Landers, California
92285.

Internet: Once uploaded, agenda materials can also be viewed at www.bdvwa.org

Public Comments: You may wish to submit your comments in writing to assure that you are
able to express yourself adequately.

Per Government Code Section 54954.2, any person with a disability who requires a modification
or accommodation, including auxiliary aids or services, in order to participate in the meeting,

should contact the Board's Secretary at 760-364-2315 during Agency business hours.
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BIGHORN DESERT VIEW WATER AGENCY STANDING COMMITTEE
FINANCE/PUBLIC RELATIONS/EDUCATION/PERSONNEL
AGENDA ITEM SUBMITTAL

Meeting Date: November 20, 2019

To: Board of Directors Budgeted: N/A
Budgeted Amount: N/A
Cost: N/A
Funding Source: N/A
From: Marina D. West General Counsel Approval: N/A

CEQA Compliance: N/A

Subject: Review of Existing Agency Fees and Proposed Fees for Future Adoption

SUMMARY

The Agency is compelled to make changes to both Rules and Regulations for Water Service
as well as fees as it prepares to implement the requirements of SB998, Dodd, Discontinuation
of residential water service: urban and community water systems by February 1, 2020.

Staff will review with the Committee the existing administrative fees and proposed
administrative fees proposed for adoption by the Board of Directors.

RECOMMENDATION
Provide direction to staff on proposed changes to administrative fees.
BACKGOUND/ANALYSIS

The attached table summarizes the existing and proposed administrative fee structure
proposed for adoption by the Board of Directors.

PRIOR RELEVANT BOARD ACTION(S)
None
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BIGHORN DESERT VIEW WATER AGENCY STANDING COMMITTEE
FINANCE/PUBLIC RELATIONS/EDUCATION/PERSONNEL
AGENDA ITEM SUBMITTAL

Meeting Date: November 20, 2019

To: Board of Directors Budgeted: N/A
Budgeted Amount: N/A
Cost: N/A
Funding Source: N/A
From: Marina D. West General Counsel Approval: N/A

CEQA Compliance: N/A

Subject: Review of Proposed Rules and Regulations for Water Service Including Language
Compliant with SB 998 Dodd. Discontinuation of Residential Water Service: Urban
and Community Water Systems

SUMMARY

The Agency is compelled to update the Rules and Regulations for Water Service as it prepares
to implement the requirements of SB998, Dodd, Discontinuation of residential water service:
urban and community water systems by February 1, 2020.

Staff will review with the Committee the proposed Article 13.0 Discontinuation of Residential
Water Service as well as proposed changes to clarify some sections of the full document
entitled Rules and Regulations for Water Service.

The Rules and Regulations for Water Service shall be adopted by Ordinance following a public
hearing on the proposed changes.

RECOMMENDATION

Staff to review the proposed changes and additions to the Rules and Regulations for Water
Service prior to presentation to the full Board for adoption by Ordinance.

BACKGOUND/ANALYSIS

Attached are the “red-line” versions of the two documents: Rules and Regulations for Water
Service and new Draft Article 13.0 Discontinuation of Residential Water Service.

PRIOR RELEVANT BOARD ACTION(S)

January 24, 2017 Motion No. 17-001 Public Hearing: Ordinance No. 170-01 — An Ordinance
of the Bighorn-Desert View Water Agency updating Agency Rules and Regulations for Water
Service of the Bighorn-Desert View Water Agency

Page 11 of 124



Page 12 of 124



Ordinance No. 4706190-0402

Agency Rules & Regulations

for Water Service

Ordinance adopted Jaruary24,2047December 3, 2019
Ordinance effective February 1, 2020

Bighorn-Desert View Water Agency
622 South Jemez Trail
Yucca Valley CA 92284

(760) 364-2315
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Bighorn-Desert View Water Agency

ARTICLE 1.0

General Provisions

1.1  Water System. The Agency will furnish a water system which provides potable
water service to the Agency’s customers.

1.2 Water Conservation. The Agency fully supports water conservation practices.
It is the responsibility of all Agency customers to use water wisely for the purpose of
extending the life of the Agency's water supply for the benefit of all Agency customers.
The Agency, in times of emergency, shall by Ordinance have the right to limit, restrict,
ration or prohibit the use of water for other than sanitary needs.

1.3 Customer Complaints. Customers are welcome to contact the Agency office
at any time during normal working hours to ask any question or to file any complaint
regarding the operation of the Agency, its rules and regulations, or its policies. The
appropriate staff shall address said question or complaint and make every reasonable
attempt to arrive at an agreeable understanding with the customer. In the event that the
customer is not fully satisfied, they have the right to meet with the manager of the
Agency in an effort to resolve the situation. If the manager is unable to resolve the
situation, the customer shall have the right to present the issue or situation to the Board
of Directors.

1.4 Notices. Unless otherwise required by law, all notices to customers of the
Agency shall be mailed to the latest mailing address on file with the Agency. Notice
shall be deemed to have been given when deposited in the United States mail with the
proper postage affixed. If the urgency of the situation dictates, the Agency may notify
customers by telephone, messenger, newspaper, radio or any other media deemed
necessary. All notices from a customer to the Agency shall either be hand delivered to
the office, faxed or mailed, postage prepaid, to the Agency office at the address listed
below:

Bighorn-Desert View Water Agency
Attention: General Manager

622 South Jemez Trail

Yucca Valley, CA 92284

Telephone: (760) 364-2315
Fax: (760) 364-3412

1.5 Variances. A customer shall have the right to request a variance from specific
provisions of the Agency's rules and regulations. It is the sole responsibility of the
customer to contact the Agency to request variances or adjustments.

7|Page
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Bighorn-Desert View Water Agency

The customer may apply to the Agency utilizing the Application for Petition for Variance
from Agency Established Rules and Regulations. The application must be completed in
full and signed by the property owners of record or by the authorized agent of the
property owner(s) and the appropriate fee, if any, paid before said request will be
considered. If using an authorized agent, an executed Agent Designation Form shall be
submitted with the application. Additional deposits may be required by the Agency to
review the requested variance and its application materials.

Submittal of a completed application represents express permission to Agency staff and
to Agency’s contractors to enter onto the property to conduct a site visit. When only a
piece of a larger parcel is subject to the variance, such a site visit necessarily includes
the entire parcel and not just the portion that is the subject of the variance. Such site
visits will be conducted during regular business hours (8:00 am to 4:30 pm Monday
through Friday, excluding Agency holidays) between the date of submittal of a
completed application and the date of the hearing. Denial or refusal to grant such
access shall be grounds rejecting the application.

Following a receipt of a complete and executed “Application for Petition for Variance
from Agency Established Rules and Regulations” and the appropriate fees, Agency staff
shall conduct an initial review of the application. Within ten working days, the Agency
shall respond to the applying customer informing them that the additional information,
maps, studies, reviews, and deposits are required to process the application. The
Agency may review the additional materials for a period of up to fifteen working days. A
hearing will be scheduled no sooner than fifteen calendar days and no later than 60
calendar days of Agency’s completion of the review of the additional documentation
required by the Agency to properly consider the petition.

1.6 Services Outside Agency Boundaries. Requests for water service to
properties located outside the Agency's boundaries will be subject to approval by the
Local Agency Formation Commission (LAFCO). Property owners wanting water service
outside the Agency boundaries must apply for service in writing and said request shall
be investigated by Agency staff for feasibility for annexation into the Agency boundaries.
Applicant must pay all fees associated with the annexation process.

1.6.1 Exception: This section does not apply to contracts for the transfer of
nonpotable or nontreated water.
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ARTICLE 2.0
Definitions
2.1 Agency. The Bighorn-Desert View Water Agency.

2.2 Applicant. Property owner applying for water service from the Agency (see
Article 10.0 for tenants).

2.3 AWWA Standards. Latest Edition of American Water Works Association
(AWWA) Standards.

2.4 Auxiliary Water Supply. Any water supply other than that received from a public
water system, as further defined by CA Title 17 - Code of Regulations related to drinking
water (Title 17).

2.5 Board. The Board of Directors of the Bighorn-Desert View Water Agency.

2.6 Backflow Prevention Device. An approved device designed to prevent a
reverse flow of water from an unapproved source into the Agency's water system.

2.7 Basic Facilities Capacity Fee (“Buy-in”). A one-time fee levied on each new
regular water service that will contribute a prorated share of the costs of the Agency’s
wells, booster pump stations, storage reservoirs, other sources of supply, major
transmission/distribution pipelines and appurtenances, and other facilities making up the
basic water system.

2.8 Basic Service Charge. A “monthly system access charge” designed to recover
a portion of the fixed costs of the Agency’s operation, maintenance, repair and
administration of the water system before any water is registered through the property
meter. This charge is applied to all properties connected to the water system regardless
of actual water usage.

2.9 Combination Service Facility. A single service line from the mainline which is
separated at the curb line to provide a customer both a domestic meter service facility
and a private fire protection service facility. Separate private pipelines are required from
the meter service facility and private fire protection service facility to the places of use.

2.10 County. The County of San Bernardino, California unless otherwise stated by
reference in these rules and regulations.
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2.11 Credit Worthiness. Credit worthiness is established by having no delinquents,
no non-sufficient funds checks (NSF) and no lock offs in the previous 42-billing—eycle
two (2) years.

21112 Cross-Connection. Any unprotected actual or potential connection
between a potable water system used to supply water for drinking purposes and any
source or system containing unapproved water or a substance that is not or cannot be
approved as safe, wholesome, and potable. By-pass arrangements, jumper
connections, removable sections, swivel or changeover devices, or other devices
through which backflow could occur, shall be considered to be cross-connections (From
Title 17).

2.4213 Customer. Any person or entity connected to the water system and
immediately able to receive water service from the Agency under these rules and
regulations-

2.1314 Customer Service Valve. A valve installed with a service facility for
the customers use to control the flow of water supplied through the service facility. This
valve is the responsibility of the customer following installation.

2143141 2-inch (Commercial) Bulk Meters Customer Service Valve. A
valve installed with the service facility for the customers use to control the flow of
water supplied through the service facility. A monthly maintenance fee may be
applied to these accounts to cover the cost of servicing the customer valve.

2.1415 Double Check Detector. . An assembly consisting of a double check
valve assembly (DC) and an auxiliary bypass line with a meter to detect unauthorized
use of water.

2.4516 Double Check Valve Assembly (DC). An assembly of at least two
independently acting check valves including tightly closing shut-off valves on each side
of the check valve assembly and test cocks available for testing the water tightness of
each check valve (from Title 17).

2.1617 Developer. A person who plans the development of any property, and
builds, finances, and dedicates to the Agency all of the infrastructure needed by the
Agency to provide adequate service to that developer, whether residential or
commercial, within the Agency boundaries.

2.4718 Fire Department. The San Bernardino County Fire Department unless
otherwise stated by reference in these rules and regulations.

2.1819 General Manager. The person appointed by the Board to have the

administrative charge and responsibility for executing all the rules, regulations, and
policies that have been established by the Board of Directors.
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2.149-20 Guarantee Deposit. A deposit assessed to new customers to guarantee
payment for water service and held, interest free, by the Agency until credit worthiness
is established or until the customer’s account is closed.

2.2021 High Risk Account. An account which has experienced two (2)
episodes of-payment returned as “non-negotiable” by the bank (ie. Non-sufficient Funds
(NSF), credit card reversal, ACH return, or any other form of nonpayment or any
maccurate data submltted to the third party pavment center which is Iater re|ected)

€AGH9) is deflned as a hlgh rlsk account—Such accounts are subject to refusal of
payment by check or ACH (e.g. cash, credit, debit, cashier’'s check or money order only)
basis until credit worthiness can be re-established-

2.2122 Main Line. Pipelines located in highways, streets, alleys, easements or
rights-of-way which are used for transmission and distribution of water.

2.2223 Meter. A device or combination of devices, which measures the flow of
water through a customer service facility.

2.2324 Meter Installation Fee (Service Line Installation Fee). The fee levied
to recover the cost of installing the meter service facility.

2.24 25 Meter Service Facility. The pipeline, connecting valves, fittings,
metering device and appurtenant materials required to extend domestic water service
from a main to a property line for the use of a separate premise. The meter service
facility up to the customer’s service valve shall be owned, operated and maintained by
the Agency.

2.2526 Owner. The person, corporation or entity in whose name the ownership
or title to a specific property is recorded.

2.2627 Permit. A written authorization required by the rules and regulations of
the Agency.
2.2728 Person. An individual, company, association, partnership, or corporation

that is legally entitled to conduct business in their recorded name.

2.2829 Premises. A physically separate structure designed for habitation, the
conduct of business, commercial application, school, hospital or public affairs. Each
separate and identifiable water user is identified as a premise such as a duplex unit, an
apartment, a mobile home unit, a condominium unit or a house and each such unit is
required to have a separate customer service facility installed.

2.2930 Private Fire Protection Service. Water service provided for a private

fire protection system. Such private fire systems must be specifically authorized by the
Agency and the details of the fire protection system must be on file with the Agency
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2.3031 Reduced Pressure Detector. An assembly consisting of a reduced
pressure principle backflow prevention device (RP) and an auxiliary bypass line with a
meter to detect unauthorized use of water.

2.3132 Reduced Pressure Principle Backflow Prevention Device (RP). A
backflow preventer incorporating not less than two check valves, an automatically
operated differential relief valve located between the two check valves, a tightly closing
shut-off valve on each side of the check valve assembly and equipped with necessary
test cocks for testing (from Title 17).

2.3233 Secretary. See reference in Article 12.4

2.3334 State. The State of California unless otherwise stated.

2.3435 Temporary Water Service. Water service rendered for uses of a limited
duration.

2.3536 Variance. A Board authorized deviation from a specific Agency rule or
regulation.

2.3637 Water Hauler - Commercial. A private, for-profit, contractor providing

water (potable or non-potable) for the benefit of properties not connected to the
Agency's water system.

23738 Water Hauler - Private. A non-commercial person who hauls water

(potable or non-potable) water for their own benefit to a property not connected to the
Agency's water system.
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ARTICLE 3.0

Basic Water Service Rules and Requlations

3.1 Water Service Application. Persons or entities desiring water service from the
Agency shall complete and sign a written application for water service on a form
provided by the Agency which shall contain such information as required by the Agency
(See Article 10.0 — Tenants). This water service application form may be changed by
the Agency from time to time as the Agency finds it necessary to fulfill the requirements
of the rules and regulations. The applicant's signature on this water service permit
application assures the Agency that the applicant will comply with all Agency rules,
regulations, and policies in effect at the time the application is accepted and in the
future after an account has been established.

The Agency shall request information from the applicant, which includes but may not be
limited to: property owners name or tenant name on account, identification (e.g. driver’s
license or military identification), mailing address for billing and correspondence, phone
number, and service address for all new accounts.

3.1.1 Temporary Water Service Application for Real Estate

Transactions. In the specific case of “interim” water service during the period

of time a property is undergoing a real estate transaction, the Agency requires

additional information from the Real Estate Company (Real Estate Agent, Real

Estate Agency or Real Estate Broker) to process a water service application.

These items include but are not limited to:

A)  “Listing Agreement”, “authorization to receive and convey information” or
similar documentation, signed and dated, granting permission by the
Owner of Record (or foreclosing bank) assigning responsibility for utility
services to the real estate broker.

i) For banked owned (e.g. foreclosed properties) contact information
for the bank representative making the assignment to the third party
or real estate broker.

13| Page

Page 25 of 124



Bighorn-Desert View Water Agency

B) Signed “Personal Guarantee for Business Accounts” form provided by the
Agency.

3.1.2 Past Due Balances Water service will not be “turned on” at a property
unless one of the following has occurred to the satisfaction of the Agency:

A) Past due balance has been paid in full, or,

B) Escrow Company has acknowledged receipt of a “demand letter”
indicating the past due amount will be forwarded to the Agency upon close
of escrow.

3.2 Guarantee Deposit for Non-Bulk Accounts. All applicants for water service
shall deposit with the Agency the required dollar amount set forth in the Agency's
current Rate Table. This guarantee deposit shall be held by the Agency until the
customer account has established credit worthiness. Credit worthiness is established by
having no delinquents, no non-sufficient funds checks (NSF) and no lock offs in the
previous—42-billing-eyeles two (2) years. Once credit worthiness has been established
the customer deposit shall be applied to the customer account during the next regular
billing process. Should an account not achieve credit worthiness, the deposit will be
held as a guarantee deposit until water service is discontinued. The amount due for
water service will be deducted from the deposit held, and the balance will be forwarded
to the customer's last known address. If the amount due for water service is more than
the guarantee deposit held, the Agency will bill the customer for the balance due after
the guarantee deposit is applied.

In lieu of a guarantee deposit, the customer may submit a "letter of credit" showing good
payment performance for the most recent twelve (12) billing periods from their former
water utility provider. The letter of credit shall show that the customer had no delinquent
payments during the 12 billing cycle period, water service had not been turned off for
non-payment, and the customer had not had a check returned for non-sufficient funds.

Guarantee Deposit for Bulk Accounts is outlined in Article 11.0

3.3 Control of Water Delivery. Each meter service facility shall be furnished by
the Agency with an angle valve for the exclusive use of the Agency, and a customer
service valve for use by the customer.

The angle valve is for the exclusive use of the Agency in controlling the water supply
through the meter service facility and it shall not be used by the customer. If the angle
valve is damaged by the customer's unauthorized use, repair or replacement shall be
done by the Agency at the customer's expense including all applicable costs.

The customer service valve shall be used by the customer to control the water flow to

their premises. Agency is authorized to use the customer service valve. If the
customer's service valve is at any time found to be inoperable, it shall be replaced or
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repaired by the customer at their own cost. Customer shall request the Agency to
close/open the angle valve to facilitate the replacement of the customer’s service valve.
In the case of an emergency on the customer’s side of the service facility, the customer
shall use the customer service valve to control the flow of water. Also see Article 3.8.

3.4 Meter Accuracy. All meters are property of the Agency and shall be tested and
certified prior to installation by the manufacturer or certified testing facility and shall
meet American Water Works Association (AWWA) standards for accuracy. The same
standards shall be acceptable for existing meters. Any customer has the right to have
their meter examined and tested by the Agency upon completion of a meter test
application form and payment of the meter test fee as stated in the rate table.

The Agency may from time to time, or as a matter of policy, institute a periodic meter
testing program. The Agency reserves the right to test any customer meter at any time
without notification and without charge to the customer.

3.5 Billing Adjustments - Meter Error. If a meter that is tested at the request of a
customer is found to be incorrectly recording by greater than 2%, the percentage error
shall be applied to the most recent period of record. Any overcharge represented by
this meter test will be credited to the customer on his/her next regular billing, or any
undercharge shall be added to the customer’s next regular billing. Adjustment shall be
based on the most recent billing cycle.

If the meter has stopped recording usage or the meter has been removed by other than
an Agency employee, the Agency reserves the right to apply the charge equal to a
twelve month average rate, or to estimate the consumption for the most recent billing
period, and apply the adjustment indicated to the customer’'s next billing. Such
estimates will be made from previous consumption for the same customer for a
comparable time period, or by determination of an Agency-wide average for the equal
size meter service, whichever yields the lesser consumption estimate.

3.6 Billing Adjustments — Other than Meter Error.

3.6.1 General. Should the customer dispute the accuracy of a bill for water
service, he should contact the Agency office prior to the bill becoming delinquent
to endeavor to arrive at an understanding as to the agreed-upon correct billing
amount.

3.6.2 Complaints. Should a customer be unable to have his complaint satisfied
by the Agency’s General Manager or Staff, he may submit his complaint in
writing with a full and detailed explanation to the Agency‘'s Board of Directors.
The decision of the Board shall be final.

3.7 Locked Meters. All meters which are locked by the Agency shall not be
tampered with, altered or unlocked by anyone except an authorized agent or employee
of the Agency. Unauthorized tampering or unlocking of a meter service facility could
result in criminal charges and tampering fees. The determination of the amount of
tampering fees shall be based on actual time and materials expenses for repair, as well
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as overhead for processing. The owner of each separate premise is ultimately
responsible for the payment of all tampering fees associated with his property.

3.8 Turn-On and Turn-Off Service. The Agency may turn-off or turn-on water
service at the customer's request, given reasonable notice. In the case of an emergency
on the customer's side of the service facility, the customer shall use the customer
service valve to control the flow of water. If there is no customer service valve or it is not
operable, the Agency will provide emergency turn-off service upon request at no
charge. The Agency will not honor an owner's request to turn-off water service to a
residence, duplex, apartment, mobile home or other such dwelling because the
occupant has not paid the rent on the property to the owner.

3.9 Turn-Off Meter for Non-Payment. For non-residential customers, tFhe
Agency may turn off service on or after the 15" day after a bill becomes delinquent (see
Article 3.17). Applicable charges, such as the basic service charge, will continue to
accrue while service is turned off. Water service turned off for non-payment of bills shall
not be turned on again until all accrued fees and charges, including turn-off and turn-on
charges, have been paid in full and another guarantee deposit made.

At least 48 hours prior to “lock off” the customer will be notified via phone or written
notice (hand delivered or mailed). The method of notification will be determined by
Agency staff (e.g. verbal or written). A fee will be imposed for such notifications, known
as the “48-Hour Lock-Off Notice Fee” applied during the next billing cycle.

See Atrticle 12.0 Collection of Unpaid Bills

For Residential Customers, see Article 13.0 Policy for Discontinuance of Residential
Water Service for Non-Payment.

3.10 Agency’s Right to Refuse Water Service Under Special Circumstances.
The Agency may refuse to provide and/or continue water service to any customer for
any of the following reasons:

A) When the water is used, or proposed to be used, in a manner that endangers the
public health or disrupt service to other customers.

B) When there exists a cross-connection in violation of the Agency rules and
regulations or any applicable law.

C) When the customer is in violation of the Agency's rules and regulations.

3.11 Unauthorized Water Use. Any person using water through a meter service
facility without having made application and received authorization for water service
shall be held liable for payment for the water delivered through that meter service facility
from the date of the last recorded meter reading. If water use has been detected, but
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the meter is not operating, the quantity consumed shall be determined as outlined in
Article 3.5, Billing Adjustments - Meter Error. In addition, any person using water in this
manner may also face criminal prosecution. The determination of the application of
charges shall be based on actual time and materials as well as applicable overhead for
processing._ The Agency shall be entitled to recover its attorneys' fees and litigation
costs, including expert witness fees and expenses, in connection with any enforcement
action, including litigation or arbitration, it commences to enforce any provision of this
Ordinance.

3.12 Damage Caused by Leaking Pipes and Fixtures. The Agency's responsibility
ends at the outlet side of the meter and the Agency shall not be liable for damages
caused by water running from open or faulty fixtures, or from broken or damaged pipes
on the customer’s side of the meter.

3.13 Damage to Service Facility. The customer shall be liable for the cost of all
repairs or replacement for any damage caused by the customer to the meter service
facility, regardless of whether the damage was intentional or accidental.

3.14 Meter Flow Limits. A customer shall not increase the flow through the meter
beyond the flow rate limit corresponding to the meter size as set forth in Article 4.3.

3.15 Billing Period. The billing period shall be solely determined by the Agency and
may be changed from time to time.

3.16 Water Rates. The complete current schedule of water rates, fees and charges
levied by the Agency is set out in the Rate Table, adopted by Resolution of the Board of
DirectorsAgency. A copy of the Rate Table is maintained in the Agency’s office.

As set forth in the Rate Table, the Agency levies a monthly basic service charge and
consumption charge. The consumption charge covers the cost of the water delivered to
the customer. The basic service charge covers the proportionate cost of operation,
maintenance, repair and administration of the Agency’s water system and is unrelated
to consumption. The basic service charge is levied on all parcels, whether or not any
water was used. In order to avoid being billed the basic service charge, an owner must
terminate water service. See Atrticle 3.36.

The structure and amount of the Agency’s water rates, fees and charges will be revised
and updated from time to time as necessary to maintain an adequate income to support
the operating activities of the Agency. The Agency reserves the right to establish
separate minimum charges and quantity rate schedules as may be necessary for
different improvement districts and/or water use classifications, including but not limited
to residential, bulk, commercial and agricultural. The Agency may establish such rates,
fees and charges so as to equitably spread the cost of service to each improvement
district and/or class of user based upon the cost of water service to each.
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3.17 Terms of Bill Payment. Bills for water service shall be rendered at the end of

each billing period. Bills are due and payable at-the—office—of-the—-Ageneyupon
presentation. Unpaid bills shall be delinquent twenty (20) days after the date of the

billing, and shall be assessed a delinquent charge as set ferth-intheRate-Sheetby
resolution of the Board from time to time.

Opening and closing bills for less than the normal billing period shall have all regular
service and surcharges prorated to the actual number of days of service. All actual
water use charges shall be billed per the meter readings.

3.17.1 Extensions. The Agency does not provide extensions to the payment due
dates. For residential customers, see Article 13.0 Policy for Discontinuance of
Residential Water Service for Non-Payment.

3.17.2 Payment Arrangements. Residential Customers See Article 13.0 Policy for
Discontinuance of Residential Water Service for Non-Payment. Non-residential
Customers may request payment arrangements for unusually high bills only. An
unusually high bill shall be defined as at least two times greater than the usual bill for
that billing cycle.

Payment arrangements will be made for a maximum of three (3) months at no
interest. All Customers requesting payment arrangements for a period greater
than three (3) months will incur a ten percent (10%) interest charge for the entire
duration of the payment plan.

If the non-residential customer misses a scheduled payment he will be subject to
a 48-hour lock-off notification process (See Article 3.9). If the non-residential
customer is locked off for non-payment the payment plan will be void and all
installments become due and payable prior to restoration of service. In addition,
water service turned off for non-payment of bills shall not be turned on again until
all accrued fees and charges, including turn-off and turn-on charges, have been
paid in full and another guarantee deposit made.

The Agency will grant only one payment arrangement in a twelve (12) month
period_to all residential and non-residential customers unless otherwise provided
for in statute.

3.17.21 Tenant Payment Arrangement. Tenants requesting payment
arrangements require the property owner to co-sign for approval.

3.18 Separate Bills for Separate Water Meter Service Facilities. Separate bills
shall be rendered for each separate water meter service facility.

3.19 Owner Responsibility See Article 10.
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3.20 Failure to Receive Billing. Failure to receive a bill does not relieve the
customer of liability for payment of the charges or for delinquent charges assessed
because of failure to pay within the specified payment period from invoice date. It is the
responsibility of the customer to notify the Agency that he has not received a bill for
water service or other applicable charges which he knows or should know to be due.
Once notified, the Agency will reissue the billing, investigate the circumstances, and the
General Manager has the option to forego the collection of delinquency penalties.

3.21 Customer Vacating Premises.  See Atrticle 10.

3.22 Collection of Delinquent Accounts. The Agency will attempt to collect all
unpaid charges through mail contact. If this fails, the Agency may choose to pursue the
matter in court, employ a collection agency, file a lien against the property, or use any
other method allowed by law, currently or in the future, to collect the unpaid charges.

3.23 Change in Meter Service Facility. A customer, who wishes to change the
size, character of use, or any part thereof, shall complete the applicable portions of
Application for New Customer’s Service Facility and pay all applicable fees. The
Agency will examine the customer’s service facility size criteria as set forth in Article 4.3

The Agency also reserves the right to examine, in detail, the water use activities of any
customer at any time.

If the Agency determines that a customer’s water use exceeds the flow limits of the
meter for an average over three billing cycles, the Agency may upon notification to the
customer remove the existing meter and replace it with one of the proper size.
Whereupon, the customer shall pay the incremental difference in cost associated with
the new meter size.

In no case will a meter of greater size than the size of the customer’s service facility be
installed. If the customer requests a meter larger than his service facility, and the
customer is willing to pay the cost to replace his service facility to support the larger
meter size, the Agency will honor the customer’s request. No credit will be allowed
against the replacement cost for the existing facility.

3.24 Change in Customer Service Facility Location. If a customer requests that
his service facility be moved, the move will be done by the Agency and the customer will
pay all costs of the relocation and the customer will be responsible to relocate his own
water line to the new service facility. The Agency will not be responsible for
reconnecting the customer service line.

3.25 Agency’s Right of Ingress and Egress. The Agency shall have the right of

ingress and egress upon the customer’s premises for any purpose in connection with
the furnishing of water service.
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3.26 Maintenance of Water Pressure, Unplanned Interruption in Service, and
Shutting Down for Emergency Repairs. The Agency has the right to shut down the
water supply in an emergency situation for repair or to perform normal water system
maintenance. The Agency will attempt to notify customers in advance of shutdowns
when such notification is practicable, but the Agency will not be responsible for failure to
notify or for failure to maintain pressure. The Agency will attempt to maintain service
facility pressure under normal conditions within a range of forty (40) to eighty (80)
pounds per square inch. However, there may be conditions that will develop where the
pressure will fall below or exceed that pressure range. All customers who accept water
service to their premises agree as a condition of the acceptance of water service that
they will hold the Agency harmless for any damage or loss that may occur as a result of
these low or high pressure conditions.

3.27 Tampering with the Agency Water System. Only Agency staff is authorized
to operate the Agency's water system. Anyone tampering with the Agency's water
system will be subject to criminal charges. The Agency shall be entitled to recover its
attorneys' fees and litigation costs, including expert withess fees and expenses, in
connection with any enforcement action, including litigation or arbitration, it commences
to enforce any provision of this Ordinance.

3.28 Water Conservation. All customers of the Agency accept the responsibility to
achieve water conservation practices. The Agency shall, when necessary, use the right
of emergency restriction as authorized by Water Code Section 373 and 375. The
Agency reserves the right to close curb valves to prevent water loss where leaks are
evident, and shall be held harmless for damage to customer’s premises and appliances
due to such action.

The Agency may adopt, establish and modify water conservation plans and measures,
which may affect Agency customers.

3.29 Agency Ownership of Water System Facilities. All water system facilities
including the main line and water meter service facility through and including the meter
is the property of the Agency and shall be operated by Agency staff. The customer
service valve and all other pipelines on the customer’s premises are the customer’s
responsibility to operate and maintain at his own expense.

3.30 Agency’s Right of Access. All Agency water facilities located within
easements on private property remain the property of the Agency and shall be
operated, maintained, repaired, or replaced by Agency staff without the necessity of
consent by the property owner. The property owner shall use reasonable care in the
protection of the Agency's facilities, and at no time interfere with the Agency in
maintaining said facilities. Agency access to Agency water facilities shall be kept clear
of fences, structures, concrete or asphalt, or obstructions of any kind which will impair
the Agency's access by personnel and equipment for the purpose of operating,
maintaining, repairing, replacing facilities, or reading meters. The Agency shall have the
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right to remove or clear such obstructions without notice and without incurring financial
liability. The Agency shall be entitled to recover its attorneys' fees and litigation costs,
including expert witness fees and expenses, in connection with any enforcement action,
including litigation or arbitration, it commences to enforce any provision of this
Ordinance.

3.31 Cross-Connection. All customers shall be governed by and subject to the
cross-connection requirements of the rules and regulations as set forth in Article 7.0
entitled “Cross-Connection Control”.

3.32 Property Divided After Initial Installation of a Meter Service Facility. When
a property is divided after a meter service facility has been installed, the existing meter
service facility shall be considered to belong to the property which it immediately enters,
and a complete new meter service facility will be furnished for the other property upon
approval of an application for the same and applicable fees and charges, if any, have
been paid in accordance with Article 3.0.

3.33 Construction Water Service. Water needed for construction (e.g. road/lot
grading, compaction, or other activities related to building, construction or
roadway/egress/ingress maintenance) will require a construction meter and
construction water source. By application and payment of all applicable fees and
deposits, a customer may obtain construction water service from the Agency for a
term not to exceed ninety (90) days. If necessary, the customer may request a time
extension which may be granted by the General Manager. Only authorized Agency
personnel will be allowed to install or move the construction water service facility. The
Agency reserves the right to make the final determination on the location of the
construction water service facility, but service will normally be allowed from a public
fire hydrant as close to the customer's project site as possible.

The customer shall be liable for the cost of all repairs or replacement for any damage
caused by the customer to the construction meter or service facility, regardless of
whether the damage was intentional or accidental.

3.34 Water Hauler Requirements. Deleted. See Article 11.0.
3.35 Current Agency Charges and Rates. Deleted. See Article 3.16.

3.36 Service Termination. Owners who no longer wish to receive water service
from the Agency must complete and sign a water service termination notice on a form
provided by the Agency (which shall contain such information as required by the
Agency) and pay the termination fees set forth in the Agency's Rate Table. Upon receipt
of the notice, the Agency will turn off service to the Property including incapacitation of
the meter service facility as the Agency deems appropriate.
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Completion of a water service termination notice is the sole means by which a customer
and/or owner may terminate the obligation to pay water service charges levied by the
Agency. If a customer and/or owner wish to resume water service from the Agency, the
customer and/or owner must complete a new water service application and pay all fees
and charges, including connection charges, applicable at that time.

Termination of service does not relieve the property owner from any obligation to debt
service including but not limited to property tax assessments and/or revenue bond
obligations.

Termination of Service will invoke water availability and/or stand-by charges where
applicable.

3.37 Ground Wire Attachments. Customers shall not attach, or permit the
attachment of, any electrical ground wires to plumbing which is or may be connected to
a meter service facility or main belonging to the Agency. Customers are liable for any
damage to the Agency’s property caused by such wire attachments.
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ARTICLE 4.0

Installation of New and Change
in Existing Meter Service Facility

4.1 Design Standards, Standard Construction Drawings and
Specifications.

Meter service facility installation shall meet all requirements of the Agency water system
design standards and in conformance with Agency standard construction drawings and
specifications.

4.2 Customer Options. All residential units, including each multi-tenant unit,
must be individually metered.

The Agency reserves the right to require additional meters or to impose conditions in
special or unusual circumstances, such as for heavy landscaping or for widely
separated buildings on large parcels.

In accordance with Article 7.0, an approved backflow prevention device(s) may be
required Backflow prevention devices where required shall be installed and maintained
by the owner, at the owner's expense (as set forth in Article 7.0).

The meter size, as required for any particular development, shall be determined by the
Agency, at the Agency's sole discretion, based upon information provided by the
applicant and investigation by the Agency. In the case of more than one service to the
same development, the total charge shall be the sum of the appropriate individual
charges. The Agency reserves the right to require an increase in meter size at any time.
The owner-applicant must, at that time, pay any additional fees due.

All commercial, public, industrial, and agricultural units, including each multi-tenant unit,
must be individually metered. There shall be at least one separate meter for each
separate septic system. There shall be a separate meter to each customer, for which a
backflow prevention device is required. There shall be a separate meter for each
culinary establishment; each commercial/industrial establishment which uses water as a
part of its commercial or industrial business or process; each medical and dental office;
each veterinary clinic and animal grooming or boarding or sales establishment; each
grocery and food handling or sales establishment; and as otherwise required by the
Agency at its sole discretion; whether or not such establishments are in separate
freestanding buildings and whether or not such establishments require backflow
prevention devices. There shall also be a separate meter for all commercial and
industrial establishments that contain fifty or more fixture units per Uniform Plumbing
Code.

Applicants/customers may request a larger customer service facility than the Agency
minimum size determination requires (subject to Agency approval), but the
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applicant/customer shall pay all charges and fees applicable to the larger service. Meter
service facilities greater than 1" will generally not be allowed for residential customers.

4.3 Meter Service Facility Size Requirements. The Agency will determine the
minimum required size of the meter service facility and the size and type of meter
required for all types of water service. The size of the meter service facility shall be
based on the Agency's evaluation of the applicant's need and use as determined from
the data presented by the applicant. The meter service pipeline must be equal to or
greater than the size of the meter in all cases.

The meter size shall be based on the range of maximum, minimum, and continuous
duty water flow. The customer's flow requirements must be within the range of minimum
and maximum flow for the meter size furnished by the Agency, and the average flow
rate during the 16 hours of highest daily use shall not exceed the continuous duty flow
rate of the meter. Unless the Agency's evaluation of the applicant's needs indicates a
special requirement, the meter will be sized in accordance with the Uniform Plumbing
Code.

All meter service facilities 2" and larger require a compound type meter.

4.4 Meter Service Facility Location. When a single new meter service facility is to
be installed, a specific location may be requested by the applicant to fit in with the piping
plans on their premises. Such special location of the meter service facility will be
honored by the Agency unless it presents a problem in the installation and/or the
reading of the meter. The Agency reserves the right to determine the final location of the
facility. Unless unavoidable, the meter service facility shall be located within the public
street right-of-way, adjacent to the mainline, and shall not be placed on the applicant's
private property or behind a wall or fence or other structures or obstructions which limit
the Agency's access to said meter. Large compound meter service facilities shall be
located immediately behind the curb or immediately behind the sidewalk within the
public right-of-way. Large compound meter service facilities shall be located in
accordance with the applicant's request unless the Agency determines that such
desired location is not the most desirable with respect to construction, operation and
maintenance, and meter reading convenience. If any portion of the Agency's meter
service facilities must be located on private property, the applicant shall dedicate an
easement to the Agency (which shall be recorded with the County) to allow the Agency
access to same for the purpose of operating, maintaining, repairing, replacing facilities,
and/or reading meters in accordance with Article 3.29 prior to installation of the meter
service facilities. The Agency will always have the right to make the final determination
on the location of any meter service facility.

4.5 Components of the Meter Service Facility. The meter service facility shall
consist of all of the necessary and required components. The meter is the end of the
components of the meter service facility maintained by the Agency upon installation.
The design, construction, operation and maintenance of the customer's on-site water
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system shall be solely the customer's responsibility and shall begin with the customer’s
service valve.

In areas where the static pressure exceeds 80 psi, the meter service facility installation
will include a pressure reducing valve downstream of the customer's service valve and
this device will thereafter become the responsibility of the customer.

An applicant for service from a main through which prevailing water pressure is lower
than the normal operating limit of 40 psi must, if service is granted by the Agency sign a
low pressure agreement which shall be recorded with the County. The customer shall
be responsible for installation and maintenance of a privately owned hydro pneumatic
pressure pump, backflow device and/or other devices, as required to provide adequate
pressure to the premises.

4.6 Cross-Connections. The Agency will determine in the process of reviewing
the application whether the applicant's use of Agency's water service facility exposes
the Agency's water system to a cross connection. If the Agency finds that protection
against cross connection is required, it shall be provided in accordance with the
requirements of Article 7.0.

4.7 Maximum Length of Meter Service Facility Meter service facility installations
shall not be allowed if the applicant's property boundary is more than 700 feet away
from an Agency water main unless a variance is granted as per Article 1.5.

If a meter service facility is requested for a property outside of the existing Agency
Improvement District (e.g. ID 1, ID GM) boundary (inside or outside the Agency's sphere
of influence) and the Agency agrees to provide water service to said property, then
applicant shall be required to seek annexation through the San Bernardino Local
Agency Formation Commission (LAFCO) and pay all applicable fees and charges for
annexation proceedings. These fees would be in addition to the Basic Facility Capacity
Fee and installation charges indicated in the Agency's current Rate Table.

4.8 Prohibition of Service to Other Premises. Each meter service facility is
intended for the sole use of the specific property for which it was installed and shall not
provide opportunity of service to neighboring property or premises. Service from a
customer's pipeline to other properties or premises, except as approved by the Agency,
shall be grounds for immediate termination of all water service._The Agency shall be
entitled to recover its attorneys' fees and litigation costs, including expert witness fees
and expenses, in connection with any enforcement action, including litigation or
arbitration, it commences to enforce any provision of this Ordinance.

4.9 County Permitting. Meter service facilities will not be installed until the
applicant demonstrates to the Agency’s satisfaction that the County of San Bernardino
has issued all necessary permits for use of the specific property for which the facility is
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to be installed. At a minimum the applicant must provide a service address “assignment”
for the property which is obtained through the County of San Bernardino. See Article
3.16.
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ARTICLE 5.0

Application, Review Procedure, and
Construction of Water System Facility Extensions

5.1 Project Initiation. Potential customers may call, visit, or write the Agency
office and request a water system facility extension application and information
package. Such package will contain a copy of the rules and regulations, required
application forms, progress record forms, and other appropriate data, which are
required to initiate and continue the proceedings. For a large project it may be desirable
to set up a pre-application conference with the Agency Manager and staff. The
procedures for the design and construction of water systems for subdivision, multiple
residential, commercial, industrial, public, agricultural, and single lot development differ
only slightly. The Agency may choose to waive some requirements for single lot
development.

5.2 Provide Data and Preliminary Drawings. The Applicant shall retain the
services of a California licensed civil engineer (e.g. engineer of public works) to design
the facility extension and to assist with the preparation of the preliminary drawings.
Alternatively, the Applicant may request that the Agency's engineer design the facility
extension and prepare preliminary drawings on the Applicant's behalf. If the Agency
agrees to perform said services, Applicant shall submit fees (to be determined by the
Agency) for said services in advance.

The preliminary drawings require sufficient information (supplemental to the data
submitted with the application) to enable the Agency to accurately determine the
location of the proposed development, the number, size and zoning of lots proposed,
and a generalized layout of streets, easements, public and/or private fire protection
systems required by the Fire Department, and Applicant's preferred or needed water
line locations. The preliminary drawings should also include any sketches necessary to
illustrate any unique or unusual features of the development which would have a
bearing on the location and size of the pipelines. Such preliminary maps and drawings
need not be prepared to any particular scale so long as the necessary information is
present. Tentative parcel maps and tentative tract maps will normally provide an
excellent basis for the necessary preliminary drawings. It is at this stage in the
evaluation procedure that the type of development and necessary water demands are
determined by the Agency’s staff and/or Agency’s engineer using the information
submitted by the Applicant. It is the responsibility of the Applicant to contact the fire
department, provide them with the information they require to make their evaluation,
and obtain a letter or other written document setting forth the fire department's
determination of required fire flow.

5.3 Initial Deposit of Plan Check and Processing Fees. After preparation of the

application data and preliminary drawings, submit same to the Agency’s office and
deposit the current plan check and processing fees, if any.

27| Page

Page 39 of 124



Bighorn-Desert View Water Agency

5.4 Agency’s Review of the Preliminary Design and Project Feasibility. The
Agency staff will conduct a review of the preliminary design and project feasibility of the
proposed facility extension. At this stage the preliminary design shall be done (i.e., the
general location of the tie-ins to the Agency's existing system, general location and size
of all pipelines, valves and size of services required, etc. shall be determined). Any
preliminary cost estimates that the Applicant needs for the purpose of determining the
project's financial feasibility shall be the Applicant's responsibility unless the Agency
agrees in advance to perform said services on the Applicant's behalf, and all fees for
said services (as determined by the Agency) have been paid by the Applicant.

5.4.1 Service Availability Letter. Availability letters are required for rezoning(s),
conditional use/exception, variance, and modifications to zoning conditions of properties
within the Agency’s service area. The Agency will verify that water service is, or will be,
available to serve a particular development. Availability letters are issued following the
submittal of application package and associated fees to the Agency. An additional
deposit may be required for large developments or applications requiring special
studies. The information contained in the application package is used for determining
the existing water system capacity and its availability to serve the properties.

The Agency may require additional information beyond that contained in the application
depending on the type of development and/or system requirements. The terms and
conditions of an availability letter are subject to all rules and regulations of the Agency.
This application is valid only for the real property referenced on this application. This
application is not transferable or assignable to any party. The Agency reserves the right
to discontinue processing applications at any time without prior notice for any reason,
including limited, diminished, or lack of supply and/or demand considerations. If no
development activity commences within the number of days specified in the availability
letter, the letter shall be invalid, and the applicant will be required to repeat the
application process.

5.4.2 Commitment Letter. A “will serve” letter is issued by the Agency outlining
the conditions of water service to a particular parcel. It is also the Agency's conditional
commitment to serve new customers. A will serve letter is required by the county to
ensure that sufficient capacity is available to serve new construction.

A completed Will Serve application form must be submitted to the Agency counter along
with the appropriate fee outlined at the bottom of the application. Applications will not
be accepted without this fee. The Will Serve letter will be mailed to the applicant upon
completion. Completion time varies depending on the size of project, complexity of the
Will Serve, and the number of Will Serve requests in process.

5.5 Preliminary Design Conference. When the Agency's staff has completed a
review of the preliminary design and product feasibility, the Applicant will be notified and
a preliminary design conference will be arranged with the appropriate Agency staff. The
Applicant's engineer of public works shall attend this conference because the basic
design details will be discussed at that time and design principles finalized to the extent
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possible. Following the preliminary design conference, the Applicant shall make their
final determination of cost feasibility and sign a statement indicating their intent to
continue with the project. When the information, preliminary drawings and data is
complete, the package will be submitted to the Board for approval of the development
concept and the preliminary design.

5.5.1 Tentative Map Conditional Approvals. For tentative map applications to
the County within the service area of the Agency, the Agency shall submit to the County
the conditions of approval to be included in the applicant’s Tentative Map.

5.6 Preparation of Final Construction Documents. Engineer of public works
shall then prepare the final construction documents in accordance with the Agency's
Standard Drawings and adopted construction specifications (AWWA Standards, latest
revisions) and proceed to obtain all certifications, permits, encroachment permits,
easements, clearance from other agencies and public utilities, etc. and submit same to
the Agency for detailed checking by the Agency staff. Alternatively, the Applicant may
request that the Agency's engineer prepare the final construction documents on the
Applicant's behalf. If the Agency agrees to perform said services, Applicant shall deposit
fees (to be determined by the Agency) for said services in advance.

5.7 Agency’s Determination and Acceptance. After acceptance of the final
construction documents package by the Agency staff, the package shall be presented to
the Board for its final review and acceptance. The Board's action may include
acceptance of the final construction documents and authorization for the Applicant to
proceed with the construction, conditioned upon receipt of all remaining charges and
fees from the Applicant, if any.

5.8 Final Charges and Fees. Upon notification of the Board's acceptance and
authorization to proceed, the Applicant shall pay any remaining Agency charges and
fees. Such charges and fees must be paid in full before construction can begin.

5.9 Mainline Extension Charges, Fees and Costs. \When the water system
facility extension consists of a main extension for multiple residential, commercial,
industrial, public, agricultural, or single lot development the Applicant will be liable for
the following: Agency's preliminary design and feasibility review fee; Agency's plan
check and processing fees; actual costs of having the Applicant's California licensed
civil engineer (or Agency's engineer, if agreed to by Agency) prepare the drawings to
Agency specifications; the Agency's inspection fees; the actual costs of construction
and obtaining of all necessary permits; inspection fees of other agencies in connection
with the facility extension; Agency's basic facilities charges; customer's service facilities
installation charges; security and bonding; and all other costs and charges attributable
to the extension.
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5.9.1 Preliminary Design and Feasibility Review

Applicant must make an advance payment of a preliminary design and feasibility
review fee to cover facility extension design requirements review and approval.
Any preliminary design approval is valid for a period of one year (365 days) from
the date of said approval. If construction plans are not submitted to the Agency
during said one year period, the Agency may require Applicant to resubmit
preliminary drawings and pay an additional preliminary design and feasibility
review fee.

A preliminary design and feasibility review fee is also required for variance
requests where a conceptual plan or drawing needs to be reviewed by Agency
engineering staff.

5.9.2 Plan Check Approval

Applicant must pay plan check fees in advance to cover engineering review and
approval of construction documents submitted for each proposed water system
improvement project.

Applicant must also pay (if applicable) actual costs incurred by the Agency for its
engineering consultant and/or legal counsel review plus an overhead and
administrative charge as set forth in the Agency's current Rate Table.

Any construction document approval is valid for a period of one year from the
date of said approval. If actual construction work is not initiated during said one
year period, the Agency may require Applicant return to either the preliminary
design and feasibility review or the plan check approval stage for the proposed
project. At that time, additional preliminary design and feasibility review fees
and/or plan checking fees may be required.

5.9.3 Inspection

The Applicant must deposit inspection fees as set forth in the Agency's current
Rate Table before construction begins to cover the cost of Agency inspection of
water system improvements. Inspections or tests shall be charged on an actual
time basis, with a minimum one hour charge for each official inspection. All
construction work necessitating the Agency Inspector to appear at the
construction site before or after normal working hours (8:00am — 4:30pm M-F
excluding Agency holidays) may require the Applicant to pay an after hour rate
for after-hours inspection. Any after-hours inspection must be pre-paid and pre-
arranged with the Agency Inspector.

Any refund of the unused portion of the inspection fee deposit will not be
granted until all water system improvements have been completed and
dedicated to the Agency with approval by the Board of Directors.
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5.9.4 Bonding and Security

Post security in the form of either a cash deposit or a combination of cash
deposit and performance bond to the satisfaction of the Bighorn-Desert View
Water Agency in amounts as determined by the Agency’s engineer following of
receipt of approved construction plans.

All agreements and bonds required by this Section shall be in a form approved
by the Agency, and shall remain in effect until the completion of the work to the
satisfaction of the Agency, and shall include and be made on condition that the
permittee shall:

e Comply with all the provision of this Section and all other applicable laws
and ordinances;

e Complete all of the work contemplated under the permit;

e The permit may provide for partial release of security and partial re-
conveyance of bonding upon the partial acceptance of the work
contemplated.

e In the event of failure to complete the work, failure to comply with any of
the conditions or terms of the permit or this Section or other ordinances
or when deemed necessary to eliminate any hazardous or dangerous
condition, the Agency official may cause to be performed such work as in
the his opinion is necessary to correct such deficiencies. The Agency
may use any or any part of the security for such work. Any unused
portion of the cash deposit shall be refunded to the permittee, and any
unused portion of the bond shall be released, after the completion of all
work and fulfillment of all requirements.

5.10 Subdivisions. Water system facility extensions made by a subdivider for a
subdivision, as herein defined, shall be subject to: Agency plan check and processing
fees; actual cost of engineering by the subdivider's California licensed civil engineer (or
Agency's engineer, if agreed to by Agency); Agency inspection fees; a charge for cost of
meters and installation by the Agency; actual cost of construction for the complete water
system facility extension including the customer service facilities (excluding the meter
itself); all the costs of permits, fees, and charges of other agencies and jurisdictions in
connection with such facility extensions; and Agency's basic facilities charges for each
separate single family residential premises created by the subdivision. For multiple
residential, commercial, industrial, public, or agricultural zoned parcels, all applicable
charges shall be deferred until the ultimate user of such property applies for water
service.

5.11 Reimbursement Agreements. When an Applicant completes a water system
facility extension, they may be eligible for a partial reimbursement of the costs of said
extension, in accordance with Article 6.0.

5.12 Deferred Charges for Multiple Residential, Commercial, Industrial, Public or
Agricultural Zoned Portions of Subdivisions. When the above referenced
classifications of property use are included in a subdivision, any charges and customer
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service facility installation charges shall be deferred until a water service is applied for
by the ultimate owner and user of the property. The water use characteristics and
demand requirements (hence the customer service facility and meter size) are
indeterminable until the ultimate use of the property is known and a water service permit
is applied for.

5.13 Design, Construction and Dedication of Facilities for Subdivisions, Multiple
Residential, Commercial, Industrial, Public, Agricultural, or Single Lot Main
Extensions. Applicants requiring water system facility extensions, whether it be a
main extension applicable herein or complete facilities for a proposed development,
shall provide all facilities necessary to produce the water supply, reservoirs for storage,
pumps for pumping of wells and/or booster stations, water transmission and distribution
mains, valves, public and/or private fire protection systems required by the fire
department, air valves, blow-offs, pressure control stations, residential customer service
installations, as any of the above may be required to provide the proper level of water
service, in accordance with the rules and regulations, and all policies, general plans,
and the like which are in effect at the time, for the type of facility extension
contemplated. Main extensions, as defined herein, will not always include wells and
sources of supply, reservoirs, booster stations, and anything other than a direct main
extension with valves, public and/or private fire protection systems required by the fire
department, and appurtenances, however, main extension projects may, if required by
the Agency, include any or all of the aforementioned water system facility components.

5.14 Extent of Facilities. Standard main extensions shall extend across the
frontage of the Applicant's property line. For subdivisions, the main shall be adjacent to
and extend to the furthermost property line of all lots built by the subdivision and a
customer's service facility shall be installed for all single family residential premises.

5.15 Contract Documents and Construction Standards. The American Water
Works Association (AWWA) standards and the Agency’s Standard Drawings shall be
the criteria used by all Applicants/contractors for all water system construction and/or
improvements.

5.16 Inspection During Construction. All water system facility construction
and/or improvements shall be constructed under the direct inspection of the Agency, at
the Applicant's expense. The Agency may require, under special circumstances that the
Agency's consulting engineering firm provide inspection services, and that cost shall be
paid for by the Applicant at the engineering firm's current schedule of rates and fees.
The Agency’s inspector shall have the right to reject any and all materials or
construction methodologies which do not meet the requirements of AWWA standards or
the Agency’s Standard Drawings.

5.17 Easement and Permit Responsibility. All permits, easements, street
dedications and rights-of-way involved with all facility extensions shall be the
responsibility of the Applicant to obtain at their own cost. Any easements required by
the Agency to operate and maintain its newly extended water system facilities shall be
delivered to the Agency, in an approved form and recorded with the County, before
construction of any facility extensions. Easement documents shall include a complete
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easement legal description and an easement plat both of which shall be prepared by a
California licensed land surveyor. The easement legal description and the easement
plat shall show the seal or stamp and signature of the licensed surveyor or registered
civil engineer authorized to perform land surveying. Applicant shall provide the Agency
with evidence that any offer of dedication or grant of right-of-way shall be free of all
encumbrances or subordinated at the time of recordation of the Final Map or easement
document.

5.18 Contractor Requirements. All construction shall be performed by an
appropriately California licensed contractor that is qualified by experience to install all
the facilities required and one that is acceptable to the Agency at all times during the
performance of work performed pursuant to these rules and regulations, the contractor
shall have the minimum insurance coverage set forth in the Agency’s certificate of
insurance coverage form and said certificate shall be filed with the Agency before
construction is authorized to begin. The “additional insureds” endorsement set forth on
said certificate in favor of the Agency is mandatory.

5.19 Completion and Acceptance of Facilities. After completion and final
inspection by the Agency, the Applicant shall execute a Bill of Sale on a form provided
by the Agency, and shall submit same for final approval by the Board. Upon final
approval, the Bill of Sale, which will include a description of all facilities constructed, will
be accepted by the Agency, dedicating all facilities to the Agency as owner, and said
water system facilities shall become the sole property of the Agency. After the final
accounting and settling of costs and charges, if any, and the execution of the grant
deed, water service shall be available to the Applicant, or their successors in interest in
accordance with the Agency's rules and regulations.

5.20 Assessment/Improvement District Facility Extensions. When water system
facility extensions of any kind are undertaken by formal assessment and/or
improvement district proceedings, under the applicable laws of the State of California,
the requirements prescribed by law of such proceedings shall be in addition to all of the
requirements of the rules and regulations of the Agency. The design and construction of
such water system facility extensions shall meet all the requirements of the rules and
regulations except that any conflicting provisions of the special assessment and/or
improvement district proceedings as prescribed by law shall supersede the provisions
thereof. The Agency costs and charges which are applicable in the case of a special
assessment and/or improvement district will depend upon the nature and extent of such
district and whether or not the Agency is the lead entity. Assessment and/or
improvement districts under the authority of other public agencies shall meet all of the
requirements of this Article as to application for permit, plan checking and processing,
and inspection. Each such assessment and/or improvement district undertaken by
another public entity will be specially reviewed by the Agency and the procedures and
charges and fees which do and do not apply will be determined by the Agency and
given to such public entity at the time of completion of the preliminary application
review.
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5.21 Agency Facility Extensions. The Agency may make facility extensions from
the facilities constructed under this Article without obligation to any customer. No
reimbursements shall be made as a result of customer service facility connections to
said additional facility extensions.

5.22 Additional Regulatory Agency Requirements. Applicant is advised that
additional facilities may be required by other regulatory agencies in order to construct a
water system facility extension. Applicant shall be responsible for contacting all state
and local regulatory agencies to determine if any additional requirements are applicable
to the proposed water system facility extension. Applicant shall furnish any additional
facilities that may be required at Applicant's expense, including any additional permits
as may be required by other regulatory agencies. Agency may require Applicant to
submit proof in a form acceptable to the Agency to verify that all regulatory agencies
that may have jurisdiction over a particular water facility extension have been contacted
and that no additional facilities are required.

5.23 Release of Bonds and Security. The improvement security shall be released in
the following manner:

(1)Security for faithful performance of any act or agreement shall be released
upon the final completion and acceptance of the act or work subject to the
provisions of subsection (2) of this section;

(2)The Agency’s Board of Directors may release a portion of the security in
conjunction with the acceptance of the performance of the act or work as it
progresses upon application therefor by the subdivider; provided, however, that
no such release shall be for an amount less than thirty percent of the total
improvement security given for faithful performance of the act or work and that
the security shall not be reduced to an amount less than thirty percent of the total
improvement security given for faithful performance until final completion and
acceptance of the act or work. In no event shall the Board of Directors authorize
a release of the improvement security which would reduce such security to an
amount below that required to guarantee the completion of the act or work or any
other obligation imposed by this title, the Subdivision Map Act or the
improvement agreement;

(3)Security given to secure payment to the contractor, his subcontractors and to
persons furnishing labor, materials or equipment shall, six months after
completion and acceptance of the act or work, be reduced to an amount equal to
the amount of all claims therefor filed and of which notice has been given to the
Agency plus an amount reasonably determined by the Agency’s Board of
Directors to be required to insure the performance of any other obligations
secured thereby. The balance of the security shall be released upon the
settlement of all such claims and obligations for which the security was given;
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(4)No security given for the guarantee or warranty of work shall be released until
the expiration of the guarantee or warranty period. Upon the failure of the
subdivider to complete the improvement acts or obligations within the time
specified, the Board of Directors may, upon notice in writing of not less than ten
days, served upon the person responsible for the performance thereof, or upon
notice in writing of not less than twenty days served by registered mail,
addressed to the last known address of such person, determine that the
subdivider is in default and may cause the improvement security or such portion
thereof as is necessary to complete the work or act, and any other obligation of
the subdivider secured thereby, to be forwarded to the Agency.
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ARTICLE 6.0

Reimbursement Agreements

6.1 Applicability. A reimbursement agreement is a written contract between the
Agency and a property owner where the property owner has installed water system
facilities to serve their parcel at their sole expense which provides an adjacent mainline
and opportunity for future service to other parcels where none existed previously.

A reimbursement agreement may apply in cases where water system facilities have
been installed by the Applicant under the terms of the Article 5.

6.2 Reimbursable/Non-Reimbursable Costs. An Applicant having paid all or part
of the cost of a water system facility may be entitled to a reimbursement agreement.
Such reimbursement agreement shall not exceed the amount actually collected by the
Agency and in no event will the reimbursement exceed the Applicant's actual cost. The
Applicant's actual cost may include an appropriate pro rata portion of the substantiated
cost of engineering, easements, rights-of-way and construction expenses (i.e. plan
checking, processing, inspection, surveying, design, construction, fees, labor and
materials, permitting, holding and storage costs, security legal and related expenses)
directly attributable to the water system facility. The Agency’s capacity fees and
customer service facility installation fees and all other normal Agency charges and fees
in connection with the facility shall not be included in the determination of the refundable
amount. Where construction was done by the Applicant, the equivalent amount of the
Agency’s normal customer service facility installation charge will be deducted from the
Applicant’s actual cost in the determination of the reimbursement amount.

6.3 Over-sizing. When indicated by the Agency's general plan, design standards,
staff's recommendation, or any appropriate policy adopted by the Board, over-sizing of
facility extensions shall be required. For water system facility extension projects where
over-sizing is required, the total cost shall be borne by the applicant. The incremental
cost of the oversized facility may be eligible for reimbursement under a reimbursement
agreement between the Agency and the applicant.

6.4 Reimbursement Agreement. After the completion of any water system facility
which qualifies for a reimbursement agreement, the Agency shall prepare a final and
complete accounting of the reimbursable costs. A reimbursement agreement prepared
on a standard form provided by the Agency will be presented to the Applicant which
shows the complete and total terms of the reimbursement and the reimbursement cost
attributable to each adjacent benefited parcel. Benefited parcels in this case are
defined as those that are situated alongside the water mainline and did not previously
have an adjacent mainline and do not extend beyond the end of the mainline.

Subject to receipt of such amount and upon request of the reimbursement agreement
holder, the Agency will reimburse any reimbursable portion provided for in the
reimbursement agreement for each adjacent parcel that has water service installed.

36| Page

Page 48 of 124



Bighorn-Desert View Water Agency

Such reimbursement will be paid within ninety (90) days of the receipt of payment from
the adjacent parcel property owner for the new customer service facilities.

The reimbursement agreement will have attached as Exhibit A the list of the benefited
parcel and a benefited parcel plat showing the relationship of the benefited parcels to
the facility extension provided by the Applicant. Refunds shall continue until the term of
the reimbursement agreement shall end or until the total reimbursable cost has been
refunded to the Applicant, whichever is earlier.

6.5 Term of Agreement. Each reimbursement agreement will expire at the end of
fifteen (15) years from the date of execution or when the Applicant has been fully repaid
for the cost that is reimbursable to him, whichever first occurs. All non-reimbursed
charges collected thereafter shall belong to the Agency.

6.6 Agreements Transferable. With Agency approval, reimbursement agreements
may be sold, conveyed or assigned by the original signatory Applicant. The Agency will
honor the agreement which has been transferred provided that such transfer is
evidenced by a document recorded with the County Recorder.
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ARTICLE 7.0

Cross-Connection Control

7.1 Authority and Purpose. Regulations relating to cross-connection are set forth
in the California Department of Public Health, Title 17 Code of Regulations, Division 1,
Chapter 5 and California Health and Safety Code, Section 116800 et. seq. Said
regulations and this Article have as their purpose to protect the public water supply
against any contamination or pollution that may occur because of some undiscovered or
unauthorized cross-connection on the premises.

The Agency shall be responsible for the implementation of the provisions of these
regulations and the State regulations in cooperation with, and under the guidance of,
the State Water Resources Control Board Division of Drinking Water (DDW).

The Agency will designate a properly trained and certified cross-connection control
officer. Said officer shall be supported by other Agency staff as the General Manager
deems necessary.

Appeals of implementation and control decisions shall be first submitted to the DDW for
a health ruling and then through Agency staff for an administrative decision.

7.2 Definition. Cross-connection is a connection or potential connection between
any part of a potable water system and any other environment containing other
substances in a manner that would allow such substances to enter the potable water
system.

7.2.1 Definition of Commercial Construction for Backflow Prevention.
Whenever more than two residential units are served by one service line
connection to the public main, such units shall be considered commercial
construction and a backflow device will be required. If this condition is
discovered following installation of the water service line a backflow device will
be required immediately.

Any non-residential building is also considered commercial construction for these
purposes and a backflow prevention device will be required as a condition of new
service or continued service, if applicable.

7.3 Reference Manual. The "Manual of Cross-Connection Control" published by
the Foundation for Cross-Connection Control and Hydraulic Research, University of
Southern California, latest edition, shall be used as a technical supplement to these
regulations.
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7.4 Cross-Connection Protection Requirements. The Agency proposes to
protect the public water system by requiring the installation of a reduced pressure
backflow assembly at the point of service to all existing and proposed facilities that
represent a health or non-health hazard. The type of assembly to be installed and
maintained shall be in accordance with the requirements of this Article at the customers’
sole expense. Compliance is an express condition of continued water service or
establishment of a new water service connection.

Backflow prevention devices shall be required as follows:

A) Each meter service facility from the Agency’s water system for supplying water to
any commercial building, or commercial construction as defined in 7.2.1, shall be
protected against backflow of water from the premises into the public water
system.

B) Each meter service facility from the Agency's water system for supplying water to
premises having an auxiliary water supply shall be protected against backflow of
water from the premises into the public water system unless the auxiliary water
supply is accepted as an additional source by the Agency, and is approved by
the public health agency having jurisdiction.

C) Each meter service facility from the Agency's water system for supplying water to
any premises on which any substance is handled in such fashion as may allow
its entry into the water system shall be protected against backflow of the water
from the premises into the public system. This shall include the handling of
process waters and waters originating from the Agency's water system which
have been subjected to deterioration in sanitary quality.

D) Backflow prevention assemblies shall be installed on the meter service facility to
any premises having (a) internal cross-connections that cannot be permanently
corrected and controlled to the satisfaction of the DDW, or (b) intricate plumbing
and piping arrangements or where entry to all portions of the premises is not
readily accessible for inspection purposes, making it impracticable or impossible
to ascertain whether or not cross-connections exist.

E) Backflow prevention assemblies shall be installed on the meter service facility to
all premises zoned as “Commercial” or “Industrial” use by the County planning
authority.

The type of protection that shall be provided to prevent backflow into the Agency's water
supply system shall be commensurate with the degree of hazard, actual or potential,
that exists on the customer's premises.

The type of backflow prevention assembly that may be required (listed in decreasing

level of protection) includes: air-gap separation (AG), reduced pressure principle
backflow prevention assembly (RP), and a double check valve assembly (DC).
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The customer may choose a higher level of protection than required by the Agency. The
minimum backflow protection required to protect the Agency's water supply based on
varying degrees of hazard are listed in Table 1 of the California Department of Public
Health, Code of Regulations, Title 17, Division 1, Chapter 5, Section 7604. Situations
which are not covered in said Table shall be evaluated on a case-by-case basis and the
appropriate backflow protection shall be determined by the Agency or public health
agency having jurisdiction.

Two or more meter service facilities supplying water from different street mains to the
same building, structure, or premises through which an inter-street main flow may
occur, shall have at least an approved double check valve assembly on each meter
service facility to be located adjacent to and on the property side of the respective
meters.

7.5 Backflow Prevention Assemblies. Only backflow prevention assemblies
which have been approved by the Agency shall be acceptable for installation by a
customer. A list of approved backflow prevention assemblies will be provided upon
request to any affected customer. Backflow prevention assemblies shall be installed in a
manner prescribed in the California Department of Public Health, Code of Regulations,
Title 17, Division 1, Chapter 5, Sections 7601 through 7605, inclusive. Location of the
assemblies shall be as close as practical to the meter service facility. The Agency shall
have the final authority in determining the location of a backflow prevention assembly.
Unless directed otherwise by the Agency, backflow prevention assemblies shall be
located as follows:

A) Air-Gap Separation (AG)

The air-gap separation shall be located on the customer's side of and as close to
the meter service facility as is practical. All piping from the meter service facility
to the receiving tank shall be above grade and be entirely visible. No water use
shall be provided from any point between the meter service facility and the air-
gap separation. The water inlet piping shall terminate a distance of at least two
(2) pipe diameters of the supply inlet, but in no case less than one (1) inch above
the overflow rim of the receiving tank.

B) Reduced Pressure Principle Backflow Prevention Assembly (RP)

The approved reduced pressure principle backflow prevention assembly shall be
installed on the customer's side of and as close to the meter service facility as is
practical. The assembly shall be installed so that it is readily accessible for
maintenance and testing. Water supplied from any point between the meter
service facility and the RP assembly shall be protected in a manner approved by
the Agency.
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C) Double Check Valve Assembly (DC)

The approved double check valve assembly shall be located as close as practical
to the meter service facility and shall be installed above grade, in a manner
where it is readily accessible for testing and maintenance.

It shall be the responsibility of the customer to install all required assemblies in
accordance with the Agency's adopted construction specifications (AWWA Standard,
Latest Revisions) and the Agency’s Standard Drawings. Initial certification of all devices
shall be performed only by qualified testers on behalf of the customer. Thereafter, it
shall be the duty of the customer at any premises where backflow prevention
assemblies requiring annual testing are installed to have certified inspections and
operational tests made at least once per year. In those instances where the Agency
deems the hazard to be great enough, it may require certified inspections at more
frequent intervals. These inspections and tests shall be at the expense of the customer,
and shall be performed by an approved certified tester. It shall be the duty of the
customer to see that these timely tests are made. These devices shall be repaired,
overhauled, or replaced at the expense of the customer whenever said devices are
found to be defective. Records of such tests, repairs, and overhaul shall be submitted to
the Agency in an industry standard format. No assembly shall be placed in service
unless it is functioning as required. Any approved backflow prevention assembly shall
be the property of the customer and Agency shall have no responsibility or liability for
the cost of operation, maintenance, testing, repair, or replacement thereof.

The Agency will maintain a list of persons and firms acceptable to the Agency to test
backflow prevention assemblies. The Agency will make this list available upon request.

The Agency will notify affected customers if they are out of compliance with annual
testing requirements and may charge a fee associated with such efforts to gain
compliance. The fee, if imposed, for such notifications, will be known as the “Backflow
Test Reminder Letter Fee” applied during the next billing cycle.

Approval must be obtained from the Agency before a backflow prevention assembly is
removed, relocated repaired or replaced.

A) Removal: The use of an assembly may be discontinued and the assembly
removed from service only upon determination by the Agency that a hazard no
longer exists or is not likely to be created in the future.

B) Relocation: An assembly may be relocated following confirmation by the Agency
that the relocation will continue to provide the required protection and satisfy
installation requirements. A retest will be required following the relocation of the
assembly.

C) Repair: An assembly may be removed for repair, provided the water use is either
discontinued until repair is completed and the assembly is returned to service, or
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the service connection is equipped with other backflow protection approved by
the Agency. A retest will be required following the repair of the assembly.

D) Replacement: An assembly may be removed and replaced provided the water
use is discontinued until the replacement assembly is installed. All replacement
assemblies must be in compliance with this Article.

The General Manager may require the customer to upgrade an existing backflow
prevention assembly which, in the opinion of the General Manager, is a type that does
not provide adequate protection for the degree of potential hazard which exists on the
customer's premises. The upgrade shall be at customer's expense and may include
complete replacement and relocation of the backflow prevention assembly, and/or the
installation of additional devices.

7.6  Backflow Supervisor. At each facility where it is necessary, in the opinion of
the Agency, a Backflow Supervisor shall be designated by and at the expense of the
customer. The Backflow Supervisor shall be responsible for the monitoring of the
backflow prevention assemblies and for avoidance of cross-connections. In the event of
contamination or pollution of the drinking water system due to a cross-connection at the
facility, the Agency shall be promptly notified by the Backflow Supervisor so that
appropriate measures may be taken to overcome the contamination. The customer shall
inform the Agency of the Backflow Supervisor's identity on, as a minimum, an annual
basis and whenever a change occurs.

7.7 Administration. The cross-connection control program shall be administered
by the Agency. The Agency shall conduct necessary surveys of customer premises to
evaluate the degree of potential health hazards. The Agency shall notify affected
customers when an assembly needs to be installed.

The customer shall have devices tested and, if necessary, repaired annually by a
certified tester/installer to assure that they are maintained in satisfactory operating
condition and such annual test shall be reported to the Agency as a condition of
continued water service. In those installations where successive inspections indicate
defective operation of the device(s) the Agency may require inspections and testing
more often and/or may require replacement of the device(s). Records of such tests,
repairs and overhauling shall be continuously kept by the customer for a period of three
years.

The customer shall not remove any backflow device or install piping or other
arrangements for the purpose of by-passing backflow devices.

A) New Water Service System Inspection
1) Whenever more than two residential units are served by one service line

connection to the public main, such units shall be considered commercial
construction and a backflow device will be required immediately upon
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discovery of the condition (See Article 7.2.1) or purposes of determining
whether a backflow device will be required. Any non-residential building is
also considered commercial construction for these purposes and a backflow
prevention device will be required as a condition of new service or continued
service, if applicable.

For all single residential units, the Agency shall review all requests for new
services to determine if backflow protection is needed. Plans and
specifications must be submitted to the Agency upon request for review of
possible cross-connection hazards as a condition of service for new service
connections. If it is determined that a backflow prevention assembly is
necessary to protect the public water system, the required assembly must be
installed and tested before water service will be provided.

2) The Agency may require an on-premises inspection to evaluate cross-
connection hazards. The Agency will notify the affected customer of the need
for inspection. If, in the judgment of the General Manager following on-site
inspection, an approved backflow prevention device is required at any
metered service facility for the safety of the Agency system, the General
Manager shall give notice in writing to the affected customer to install an
approved backflow prevention device at each of such customer's metered
service facilities. Within the time prescribed by the General Manager, the
customer shall install such approved device or devices at the customer's own
expense; and failure, refusal or inability on the part of the customer to install
said device or devices shall immediately constitute a ground for discontinuing
water service to such meter service facility until such device or devices have
been properly installed.

3) The Agency may, at its discretion, require a re-inspection for cross-
connection hazards of any premises to which it serves water. The Agency will
notify the affected customer of the need for re-inspection. Any customer who
cannot or will not allow an on-premises inspection of his piping system shall
be required to install the backflow prevention assembly the Agency considers
necessary at their expense; and failure, refusal or inability on the part of the
customer to install said device or devices shall immediately constitute a
ground for discontinuing water service to such meter service facility until such
device or devices have been properly installed.

4) All customer systems shall be open for inspection at all reasonable times to
authorized representatives of the Agency to enable the Agency to ascertain
the existence of cross-connection or other structural or sanitary hazards,
including violations of this Article. When such a condition becomes known,
the General Manager may deny or immediately “lock off” service to the
premises by providing for a physical break in the service line until the
customer has corrected the condition(s) in conformance with State laws and
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Agency ordinances relating to plumbing and water supplies, and with
regulations adopted pursuant thereto.

B) Customer Notification - Cross Connection Corrective Actions

1) The Agency will notify the customer of the inspection findings, listing the
corrective actions to be taken if any are required. A period of thirty (30) days
will be given to complete all corrective actions required, including installation
of backflow prevention assemblies.

2) A second notice will be sent to each customer who does not take the required
corrective actions prescribed in the first notice within the thirty-day period
allowed. The second notice will give the customer fifteen (15) days to take the
corrective action and shall state the Agency will “lock off” water service to the
affected customer until the required corrective actions are taken.

C) Maintenance of Records
The Agency shall maintain records to effectively manage the cross-connection
control program. The records shall include the following information for each
backflow prevention assembly in the water system:
1) Identification information:
Name
Address
Account number (or other identification number)
Property Owner
Type of business

2) The date of the most recent cross-connection premises inspection
performed at this location.

3) Type of hazard(s).
4) Location of assembly.

5) Type of assembly; including make, model, size, serial number,
recommended frequency of testing.

6) Record of testing and repairs. Record of testing and repairs will be
maintained for a minimum of one year.

7) Comments, notes on any problems with the assembly.
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Records shall also be kept on surveys made of premises where no backflow
protection was required.

7.8 Water Service Disconnection. When the Agency encounters water uses that
represent a perceived cross-connection violation, water service may be immediately
disconnected (i.e. “locked off’). Conditions which constitute the basis for immediate
water service disconnection shall include, but are not limited to, the following:

A) Refusal to install and/or to test a Backflow Prevention Assembly, or to repair or
replace a faulty Backflow Prevention Assembly.

B) Direct or indirect connection between the public water system and a sewer line
or any other non-potable utility (e.g. agriculture line, MWA line).

C) Unprotected direct or indirect connection between the public water system and a
system or equipment containing contaminants.

D) Unprotected direct or indirect connection between the public water system and
an auxiliary water system.

E) Refusal to supply the Agency with copies of all required test results before the
deadline.

F) Removal or bypass of a required backflow prevention assembly.

The Agency will discontinue water service immediately and “lock-off” the service valve
or, if necessary, the mainline corporation-stop. The water service shall remain inactive
until the violations are corrected and the corrections are approved by the Agency.

If the customer files with the Agency a written protest of the degree of hazard involved
and the commensurate degree of protection required to be provided, the matter shall be
referred by the Agency to the DDW. If the protest involves a new meter service facility
installation, the Agency shall not activate said facility until after the DDW has delivered
its written decision to the Agency. The written decision of the DDW shall be final.

7.9 Charges. The Board of Directors shall establish, and may from time to time
alter, a schedule of fees and charges to offset the Agency's costs incurred under this
Article. It is the policy of the Agency that the customer whose premises cause the need
to protect the Agency water supply shall be responsible for paying the cost of the
protection, including the Agency's costs, including, but not limited to:

A) The cost to initially determine the need for protection and the type of backflow
assembly required.
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B) The cost to annually review compliance with this Article, including any costs of
inspection, testing, and certification conducted by the Agency on behalf of the
customer due to non-compliance.

C) The cost to disconnect and/or reconnect water service because of
noncompliance with this Article.
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ARTICLE 8.0

Private Fire Protection Service

8.1  Application. Application for private fire protection service shall be made in
writing to the Agency. The Applicant shall submit a copy of the regulating agencies
approved requirements. All costs associated with the design, construction, inspection,
testing, certification and maintenance shall be the responsibility of the Applicant.

8.2 Design and Construction. The design and construction of the private fire
protection service facility shall be per the Agency's Standard Drawings and adopted
construction specifications (AWWA Standards, latest revisions). Applicant is advised
that private fire protection service to new construction with a service size greater than 1-
inch shall be provided through a completely separate fire protection service facility.

Applications for private fire service to an existing development that is served by an
existing meter service facility shall be reviewed by the Agency to determine if a
combination service facility may be used to provide both domestic water and private fire
protection service, or if a completely separate private fire protection service facility will
be required.

The Applicant shall consult the fire department to determine the fire protection
requirements for the proposed development. Applicant is advised that the fire
department may require Applicant to provide various fire protection system components,
including but not limited to: private fire hydrants; fire department connections; post
indicator valves; building fire sprinklers; and/or public fire hydrants (per Article 9.0).

The Applicant’'s minimum flow requirements shall be determined by a licensed fire
protection engineer and reviewed and approved by the fire department and if applicable,
local building department. The Applicant shall provide the Agency with a letter from both
the fire protection engineer and the fire department indicating the private fire protection
system minimum flow requirements by stating minimum gallons per minute, pressure,
and duration of flow. The Applicant shall be responsible for providing any additional
onsite or offsite equipment including storage tanks, pumps, water system facility
extensions, etc. as required by the fire department and/or licensed fire protection
engineer in order to provide the minimum flow requirements for the private fire
protection system. Any required water system facility extensions necessary to provide
the required private fire protection shall be provided in accordance with Article 5.0.

All private fire protection services shall contain a reduced pressure principle device (RP)
and detector-check meter which shall be furnished, installed, tested, certified, and
maintained as set forth in Article 7.0 and which will be read regularly by the Agency to
determine if any water usage has occurred.
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8.3 Limited Use of Facility. If other than a combination service facility (allowed as
defined in Article 8.2), there shall be no connections between the private fire protection
system and the Applicant's regular domestic water service system or any auxiliary
system belonging to the Applicant. The use of the fire protection system is strictly for fire
protection.

8.4 Service Size and Location. The Applicant shall determine the size of the
private fire protection service based on information from a qualified authority (e.g. fire
architect, fire protection engineer or Fire Marshall). Applicant shall provide calculations
and supporting information from qualifying authority. Agency shall verify the size of the
private fire protection service facility from the information submitted by the Applicant
(including the minimum flow requirements). The location of the private fire protection
service facility shall be located on private property and indicated on the approved
private fire protection system plans.

The location of the Applicant’s fire protection service facilities can be at the Applicant’s
preferred location unless the Agency determines that requirements by other entities
must prevail. The detector-check meter shall be located within the public right-of-way
behind the curb or sidewalk (or equivalent location) unless it is not physically possible.
If any portion of the private fire protection service facilities upstream of the RP/detector-
check meter must be located on private property, the Applicant shall be required to
dedicate an easement to the Agency (which shall be recorded with the County) to allow
the Agency access to same for the purpose of operating, maintaining, repairing,
replacing facilities, and/or reading meters in accordance with Article 3.29 prior to
installation of the private fire protection service facilities.

The Applicant retains ownership of the fire protection service and is responsible for
proper operation and maintenance.

8.5 Applicable Rate and Charges. There is no charge for water used to
extinguish fires provided that the fire is reported to and verified by the fire department.
Fraudulent use of a private fire service facility is grounds for discontinuance of all
service.

Applicant may be required to pay charges which include, but are not limited to, fire flow
test fees, design review and construction inspection fees, water use charges and
monthly basic facilities charges for each fire service connection in accordance with the
Agency's current Rate Table prior to activation of private fire protection service.

Applicant is advised that annual testing and certification of backflow prevention devices
is required in accordance with Article 7.0.

8.6 Agency Responsibility. The Agency provides potable domestic water service
only and does not operate private fire protection service facilities. The Agency will
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attempt to provide adequate fire flow and conform to the applicable design standards;
however it is the Applicant’'s/Owner’s responsibility to provide fire flow.
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ARTICLE 9.0

Public Fire Protection

9.1 Use and Control of Fire Hydrants. Public fire hydrants shall be owned and
controlled by the Agency and may be used only by Agency personnel or the fire-fighting
personnel.

Public fire hydrants may be used for temporary water service under limited and
controlled conditions when approved by the Agency (See Article 3.33). Under no
circumstances shall said temporary water service take precedence over the vital
function of fire protection and the Agency or the fire-fighting personnel shall have the
right to move any such temporary services wherever and whenever necessary without
prior notice.

9.2 Location and Size of Fire Hydrants. The Agency, in cooperation with the fire-
fighting personnel, shall determine the location and size of all fire hydrants connected to
the Agency’s water system. Any required water system facility extensions shall be in
accordance with Article 5.0.

9.3 Obstructions Prohibited. All public fire hydrants shall be located within the
public right-of-way or within an easement dedicated via record document to the Agency,
and property owners shall not obstruct the access to said public fire hydrants in any
way. A minimum unobstructed clearance meeting the requirements of Section 507.5.5
of the California Fire Code shall be maintained around all fire hydrants.

9.4 Fire Hydrant Installation Costs. The cost of public fire hydrant installation will
normally be a part of any water system facility extension carried out in accordance with
Article 5.0. Individual public fire hydrants installed on an existing main at the request of
a customer shall be installed by the Agency at the customer's expense.

9.5 Agency Responsibility. The Agency provides potable domestic water service
only and does not operate public fire protection service facilities. Relying on the use of
public fire hydrants for fire protection services shall be done so at the fire department's
own risk.
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ARTICLE 10.0
Tenants

10.1 Service to Tenants. The Agency will, upon written request of an owner (i.e.
Owner/Tenant Agreement) and receipt of a complete water service application and
guarantee deposit from the owner’s tenant, open an account in the name of a tenant.

10.1.1 Service to Tenants with Third Party Property Manager. When the
property in question is managed by a third party property manager who
the owner designates to sign the Owner/Tenant Agreement, the Agency
will require from the third party property manager a copy of the service
Contract between property owner and management company delegating
such authority. The Applicant will also be required to execute a “Personal
Guarantee for Business Accounts” form provided by the Agency.

10.2 Owner Responsibility. The owner/landlord of each separate property is
ultimately responsible for the payment of all applicable water service charges provided
to each separate property. The Agency will use reasonable efforts to provide notice to
the owner. It is the responsibility of each owner, however, to provide an accurate
mailing address to the Agency.

10.3 Tenants Vacating Premises. Tenants desiring to terminate water service (i.e.
close a water account) shall request turn-off of service from the Agency office at least
two (2) working days prior to vacating the premises. Until turn-off service is ordered and
completed, the tenant shall be responsible for all applicable charges on the account.

Upon completion of turn-off service, any unused guarantee deposit will be refunded. If
the guarantee deposit is insufficient, the Agency will submit a final bill to the tenant. If
the tenant fails to pay the final closing bill, the Agency will make a one additional
attempt to collect the funds through either a delinquent billing process or a written letter
of delinquency. Should the tenant fail to pay the final bill the amount owed will be
transferred to the owner/landlord for payment.

Charges that accrue following completion of turn-off service, like basic service charges,
will be billed to the address of the owner on file at the Agency.
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ARTICLE 11.0

Bulk Water Service

11.1 Water Hauler Requirements. Water haulers shall be subject to the same
rules and regulations for water service as any Agency customer. Account billing shall
be on a monthly basis and shall include all current applicable regular service charges
and surcharges, in addition to charges for water used.

Bulk water is water obtained by the customer from one of the Agency’s bulk water
station facilities.

It is the responsibility of any applicant who proposes to utilize hauled water as the
source of domestic supply to satisfy the requirements of the Agency. Applicants are
advised that there may be County Division of Environmental Health Services or State
Water Resources Control Board’s Division of Drinking Water (DDW) Regulations that
applicant may be required to comply with as well.

11.2 Guarantee Deposit: Bulk Accounts. All applicants for bulk water service
shall deposit with the Agency the required dollar amount set by Agency resolution. This
guarantee deposit shall be held by the Agency until the customer closes the account.
The closing amount due for water service will be deducted from the deposit held, and
the balance will be forwarded to the customer's last known address. If the closing
amount due for water service is more than the guarantee deposit held, the Agency will
bill the customer for the balance due.

All bulk water services that are locked off for non-payment will require customer to
replenish the full amount of the bulk water service guarantee deposit set by Agency
resolution before water service will be restored.

11.3 Service Inactivity. The Agency has a limited number of bulk meters available
for use by bulk hauling customers. Preference is given to full time residence; therefore
the Agency reserves the right to close a bulk account due to inactivity or low activity.
Inactivity shall be defined as no water usage in three (3) billing cycles. Low Activity shall
be determined by staff through an evaluation of billing history.

Periodically the Agency will review the usage history of the bulk accounts and will
provide a minimum of 5 days’ notice of closure to the customer. Any customer whose
account was closed due to inactivity will be allowed to restore service on a first come,
first served basis through an Agency-maintained waiting list.
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Article 12.0

Collection of Unpaid Bills

12.1 Liability for Water Used. The property owner remains responsible for all
charges owed to the Agency whether or not the property owner actually lives on the
premises or signs the application for water service. The property owner shall also be
held responsible for discontinuance of service and/or establishing new service for
tenants. Provision of water supply is an agreement between the Agency and the user,
not the property owner.

12.2 Liens for Unpaid Bills. All unpaid bills shall be made a lien against the
property for which service was requested pursuant to these Regulations and Water
Code App. 112-5 and Water Code App. 112-15, and other provisions.

12.2.1 From time to time the Agency will deem it necessary to file an “Unsecured Lien”
against the property owner. This lien is recorded with the County of San Bernardino.

12.2.2 Upon notification the Agency will prepare the release of “Unsecured Lien”
documents. The documents are prepared following receipt of all applicable fees and
charges.

12.3 Collection on Property Tax Bill. Delinquent and unpaid charges for water and
other services shall be reported to the Tax Collector and shall be collected on the
property tax bill.

12.4 Civil Lawsuit. Any amount due is a debt to the Agency, and customer failing or
refusing to pay this debt may be subject to a civil action in a court of competent
jurisdiction for the amount due.
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ARTICLE 13
POLICY ON DISCONTINUATION OF
RESIDENTIAL WATER SERVICE FOR NON-PAYMENT

(NOTE THIS ENTIRE POLICY WILL BE INTERPRETED IN 5 ADDITIONAL LANGUAGES: Spanish,
Korean, Chinese, Vienamese and Tagalog)

Notwithstanding any other policy or rule, this Policy on Discontinuation of Residential
Water Service for Non-Payment shall apply to the discontinuation of residential water service for
non-payment under the provisions set forth herein. In the event of any conflict between this Policy
and any other policy or rule, this Policy shall prevail.

I. Application of Policy; Contact Telephone Number: This policy shall apply only
to residential water service for non-payment and all existing policies and procedures shall continue
to apply to commercial and industrial water service accounts. Further assistance concerning the
payment of water bills and the potential establishment of the alternatives set forth in this policy to
avoid discontinuation of service can be obtained by calling 760-364-2315.

II. Discontinuation of Residential Water Service for Non-Pavment:

A. Rendering and Payment of Bills: Bills for water service will be rendered to
each consumer on a monthly basis unless otherwise provided for in the rate schedules.
Bills for service are due and payable upon presentation and become delinquent on the 20
day after such presentation and subject to discontinuation of service if not paid within sixty
(60) days from the delinquent date (i.e. 80 days after the bill’s presentation). Payment may
be made at the office or to any representative authorized to make collections. However, it
is the consumer’s responsibility to assure that payments are received at the specified
location in a timely manner. Partial payments are not authorized unless prior approval has
been received. Bills will be computed as follows:

1. Meters will be read at regular intervals for the preparation of
periodic bills and as required for the preparation of opening bills, closing
bills, and special bills.

2. Bills for metered service will show the meter reading for the current
and previous meter reading period for which the bill is rendered, the number
of units (e.g. noted as “cons” on the bill), date, and days of service for the
current meter reading.

3. Billings shall be paid in legal tender of the United States of America.
Notwithstanding the foregoing, the Agency shall have the right to refuse

any payment of such billings in coin.

B. Overdue Bills: The following rules apply to consumers whose bills remain
unpaid for more than sixty (60) days following the delinquent date:
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1. Lock Off Notice on Overdue Bills: If payment for a bill rendered is
not made on or before the fiftieth (50™) day following the delinquent date,
if attempts by telephone fail to result in contact with customer, a notice of
pending Lock Off (the “Lock-Off Notice”) will be delivered to the water
service consumer at least seven (7) business days prior to the possible
discontinuation of service date identified in the Lock Off Notice. For
purposes of this policy, the term “business days” shall refer to any days on
which the Agency’s office is open for business. If the consumer’s address
is not the address of the property to which the service is provided, the Lock
Off Notice must also be sent to the address of the property served, addressed
to “Occupant.” The Lock Off Notice must contain the following:

a) Consumer’s name and address;

b) Amount of delinquency;

c) Date by which payment or arrangement for payment must be
made in order to avoid discontinuation of service;

d) Description of the process to apply for an extension of time to
pay the amount owing (see Section III(D), below);

e) Description of the procedure to petition for review and appeal of
the bill giving rise to the delinquency (see Section IV, below);
and

f) Description of the procedure by which the consumer can request
a deferred, amortized, reduced or alternative payment schedule
(see Section III, below).

The Agency may alternatively provide notice to the consumer of the
impending discontinuation of service by telephone. If that notice is
provided by telephone, the Agency shall offer to provide the consumer with
a copy of this policy and also offer to discuss with the consumer the options
for alternative payments, as described in Section III, below, and the
procedures for review and appeal of the consumer’s bill, as described in
Section IV, below.

2. Unable to Contact Consumer: If the Agency is not able to contact
the consumer by written notice (e.g., a mailed notice is returned as
undeliverable) or by telephone, the Agency will make a good faith effort to
visit the residence and leave, or make other arrangements to place in a
conspicuous location, a notice of imminent discontinuation of service for
non-payment, and a copy of this Policy.

3. Turn-Off Deadline: Payment for water service charges must be
received in the Agency’s offices no later than 4:00 p.m. on the date specified
in the Lock Off Notice. Postmarks are not acceptable.

4. Notification of Returned Check: Upon receipt of a returned check
rendered as remittance for water service or other charges, the Agency will
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consider the account not paid. The Agency will attempt to notify the
consumer in person and leave a notice of termination of water service at the
premises. Water service will be disconnected if the amount of the returned
check and returned check charge are not paid by the due date specified on
the notice, which due date shall not be sooner than the date specified in the
Lock Off Notice; or if a Lock Off Notice had not been previously provided,
no sooner than the sixtieth (60 day after the delinquent date on the invoice
for which payment by the returned check had been made. To redeem a
returned check and to pay a returned check charge, all amounts owing must
be paid by cash or certified funds.

5. Returned Check Tendered as Payment for Water Service
Disconnected for Nonpayment:

a) If the check tendered and accepted as payment which
resulted in restoring service to an account that had been
disconnected for nonpayment is returned as non-negotiable, the
Agency may disconnect said water service upon at least three (3)
calendar days’ written notice. The consumer’s account may only be
reinstated by receipt of outstanding charges in the form of cash or
certified funds. Once the consumer’s account has been reinstated,
the account will be flagged for a one-year period indicating the fact
that a non-negotiable check was issued by the consumer.

b) If at any time during the one year period described above,
the consumer’s account is again disconnected for nonpayment, the
Agency may require the consumer to pay cash or certified funds to
have that water service restored.

C. Conditions Prohibiting Discontinuation: The Agency shall not discontinue
residential water service if all of the following conditions are met:

1. Health Conditions — The consumer or tenant of the consumer
submits certification of a primary care provider that discontinuation of
water service would (i) be life threatening, or (i1) pose a serious threat to the
health and safety of a person residing at the property;

2. Financial Inability — The consumer demonstrates he or she is
financially unable to pay for water service within the water system’s normal
billing cycle. The consumer is deemed “financially unable to pay” if any
member of the consumer’s household is: (i) a current recipient of the
following benefits: CalWORKS, CalFresh, general assistance, Medi-Cal,
SSI/State Supplementary Payment Program or California Special
Supplemental Nutrition Program for Women, Infants and Children; or (ii)
the consumer declares the household’s annual income is less than 200% of
the federal poverty level (see this link for the federal poverty levels
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applicable in California:  https://www.healthforcalifornia.com/covered-
california/income-limits); and

3. Alternative Payment Arrangements — The consumer is willing to
enter into an amortization agreement, alternative payment schedule or a
plan for deferred or reduced payment, consistent with the provisions of
Section III, below.

D. Process for Determination of Conditions Prohibiting Discontinuation of
Service: The burden of proving compliance with the conditions described in Subdivision
(C), above, is on the consumer. In order to allow the Agency sufficient time to process any
request for assistance by a consumer, the consumer is encouraged to provide the Agency
with the necessary documentation demonstrating the medical issues under Subdivision
(C)(1), financial inability under Subdivision (C)(2) and willingness to enter into any
alternative payment arrangement under Subdivision (C)(3) as far in advance of any
proposed date for discontinuation of service as possible. Upon receipt of such
documentation, the Agency’s General Manager, or his or her designee, shall review that
documentation and respond to the consumer within seven (7) calendar days to either
request additional information, including information relating to the feasibility of the
available alternative arrangements, or to notify the consumer of the alternative payment
arrangement, and terms thereof, under Section III, below, in which the Agency will allow
the consumer to participate. If the Agency has requested additional information, the
consumer shall provide that requested information within five (5) calendar days of receipt
of the Agency’s request. Within five (5) calendar days of its receipt of that additional
information, the Agency shall either notify the consumer in writing that the consumer does
not meet the conditions under Subdivision (C), above, or notify the consumer in writing of
the alternative payment arrangement, and terms thereof, under Section III, below, in which

the Agency will allow the consumer to participate. Consumers who fail to meet
the conditions described in Subdivision (C), above, must pay the delinquent amount,
including any penalties and other charges, owing to the Agency within the latter to occur
of: (i) two (2) business days after the date of notification from the Agency of the Agency’s
determination the consumer failed to meet those conditions; or (ii) the date of the
impending service discontinuation, as specified in the Lock Off Notice.

E. Special Rules for Low Income Consumers: Consumers are deemed to have
a household income below 200% of the federal poverty line if: (i) any member of the
customer’s household is a current recipient of the following benefits: CalWORKS,
CalFresh, general assistance, Medi-Cal, SSI/State Supplementary Payment Program or
California Special Supplemental Nutrition Program for Women, Infants and Children; or
(1) the consumer declares the household’s annual income is less than 200% of the federal
poverty level (see this link for the federal poverty levels applicable in California:
https://www.healthforcalifornia.com/covered-california/income-limits). If a consumer
demonstrates either of those circumstances, then the following apply:

1. Reconnection Fees: If service has been discontinued and is to be
reconnected, then any reconnection fees during the Agency’s normal
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operating hours cannot exceed $50, and reconnection fees during non-
operational hours cannot exceed $150. Those fees cannot exceed the actual
cost of reconnection if that cost is less than the statutory caps. Those caps
may be adjusted annually for changes in the Consumer Price Index for the
Los Angeles-Long Beach-Anaheim metropolitan area beginning January 1,
2021.

2. Interest Waiver: The Agency shall not impose any interest charges
on delinquent bills.

F. Landlord-Tenant Scenario: The below procedures apply to individually
metered detached single-family dwellings, multi-unit residential structures and mobile
home parks where the property owner or manager is the customer of record and is
responsible for payment of the water bill.

1. Required Notice:

a. At least 10 calendar days prior if the property is a multi-unit
residential structure or mobile home park, or 7 calendar days prior if the
property is a detached single-family dwelling, to the possible
discontinuation of water service, the Agency must make a good faith effort
to inform the tenants/occupants at the property by written notice that the
water service will be discontinued.

b. The written notice must also inform the tenants/occupants
that they have the right to become customers to whom the service will be
billed (see Subdivision 2, below), without having to pay any of the then
delinquent amounts.

2. Tenants/Occupants Becoming Customers:

a. The Agency is not required to make service available to the
tenants/occupants unless each tenant/occupant agrees to the terms and
conditions for service and meets the Agency’s requirements and rules.

b. However, if (1) one or more of the tenants/occupants assumes
responsibility for subsequent charges to the account to the Agency’s
satisfaction, or (ii) there is a physical means to selectively discontinue
service to those tenants/occupants who have not met the Agency’s
requirements, then the Agency may make service available only to those
tenants/occupants who have met the requirements.

c. If prior service for a particular length of time is a condition
to establish credit with the Agency, then residence at the property and proof
of prompt payment of rent for that length of time, to the Agency’s
satisfaction, is a satisfactory equivalent.
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d. If a tenant/occupant becomes a customer of the Agency and
the tenant’s/occupant’s rent payments include charges for residential water
service where those charges are not separately stated, the tenant/occupant
may deduct from future rent payments all reasonable charges paid to the
Agency during the prior payment period.

III.  Alternative Payment Arrangements: For any consumer who meets the three
conditions under Section II(C), above, in accordance with the process set forth in Section II(D),
above, the Agency shall offer the consumer one or more of the following alternative payment
arrangements, to be selected by the Agency in its discretion: (i) amortization of the unpaid balance
under Subdivision (A), below; (ii) alternative payment schedule under Subdivision (B), below;
(ii1) partial or full reduction of unpaid balance under Subdivision (C), below; or (iv) temporary
deferral of payment under Subdivision (D), below. The General Manager, or his or her designee,
shall, in the exercise of reasonable discretion, select the most appropriate alternative payment
arrangement after reviewing the information and documentation provided by the consumer and
taking into consideration the consumer’s financial situation and Agency’s payment needs.

A. Amortization: Any consumer who is unable to pay for water service within
the normal payment period and meets the three conditions under Section II(C), above, as
the Agency shall confirm, may, if the Agency has selected this alternative, enter into an
amortization plan on the following terms:

1. Term: The consumer shall pay the unpaid balance, with the
administrative fee and interest as specified in Subdivision (2), below, over
a period not to exceed twelve (12) months, as determined by the General
Manager or his or her designee; provided, however, that the General
Manager or his or her designee, in their reasonable discretion, may apply an
amortization term of longer than twelve (12) months to avoid undue
hardship on the consumer. The unpaid balance, together with the applicable
administrative fee and any interest to be applied, shall be divided by the
number of months in the amortization period and that amount shall be added
each month to the consumer’s account for water service (e.g. existing
account or payment plan account).

2. Administrative Fee; Interest: For any approved amortization plan,
the consumer will be charged an administrative fee, in the amount
established by the Agency from time to time, representing the cost of
initiating and administering the plan. At the discretion of the General
Manager or his or her designee, interest shall be applied to any amounts to
be amortized under this Subsection A in accordance with Agency policy set
by the Board of Directors.

3. Compliance with Plan: The consumer must comply with the
amortization plan and remain current as charges accrue in each subsequent
billing period. The consumer may not request further amortization of any
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B.

subsequent unpaid charges while paying delinquent charges pursuant to an
amortization plan. Where the consumer fails to comply with the terms of
the amortization plan for sixty (60) calendar days or more, or fails to pay
the consumer’s current service charges for sixty (60) calendar days or more,
the Agency may discontinue water service to the consumer’s property at
least five (5) business days after posting at the consumer’s residence a final
notice of its intent to discontinue service.

Alternative Payment Schedule: Any consumer who is unable to pay for

water service within the normal payment period and meets the three conditions under
Section II(C), above, as the Agency shall confirm, may, if the Agency has selected this
alternative, enter into an alternative payment schedule for the unpaid balance in accordance
with the following:

I. Repayment Period: The consumer shall pay the unpaid balance,
with the administrative fee and interest as specified in Subdivision (2),
below, over a period not to exceed twelve (12) months, as determined by
the General Manager or his or her designee; provided, however, that the
General Manager or his or her designee, in their reasonable discretion, may
extend the repayment period for longer than twelve (12) months to avoid
undue hardship on the consumer.

2. Administrative Fee; Interest: For any approved alternative payment
schedule, the consumer will be charged an administrative fee, in the amount
established by the Agency from time to time, representing the cost of
initiating and administering the schedule. At the discretion of the General
Manager or his or her designee, interest shall be applied to any amounts to
be paid under this Subsection B in accordance with Agency policy set by
the Board of Directors.

3. Schedule: After consulting with the consumer and considering the
consumer’s financial limitations, the General Manager or his or her
designee shall develop an alternative payment schedule to be agreed upon
with the consumer. That alternative schedule may provide for periodic
lump sum payments that do not coincide with the established payment date,
may provide for payments to be made more frequently than monthly, or may
provide that payments be made less frequently than monthly, provided that
in all cases, subject to Subdivision (1), above, the unpaid balance and
administrative fee shall be paid in full within twelve (12) months of
establishment of the payment schedule. The agreed upon schedule shall be
set forth in writing and be provided to the consumer.

4. Compliance with Plan: The consumer must comply with the agreed
upon payment schedule and remain current as charges accrue in each
subsequent billing period. The consumer may not request a longer payment
schedule for any subsequent unpaid charges while paying delinquent
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charges pursuant to a previously agreed upon schedule. Where the
consumer fails to comply with the terms of the agreed upon schedule for
sixty (60) calendar days or more, or fails to pay the consumer’s current
service charges for sixty (60) calendar days or more, the Agency may
discontinue water service to the consumer’s property at least five (5)
business days after posting at the consumer’s residence a final notice of its
intent to discontinue service.

C. Reduction of Unpaid Balance: Any consumer who is unable to pay for water
service within the normal payment period and meets the three conditions under Section
II(C), above, as the Agency shall confirm, may, if the Agency has selected this alternative,
receive a reduction of the unpaid balance owed by the consumer, not to exceed thirty
percent (30%) of that balance without approval of and action by the Board of Directors;
provided that any such reduction shall be funded from a source that does not result in
additional charges being imposed on other customers. The proportion of any reduction
shall be determined by the consumer’s financial need, the Agency’s financial condition and
needs and the availability of funds to offset the reduction of the consumer’s unpaid balance.

1. Repayment Period: The consumer shall pay the reduced balance by
the due date determined by the General Manager or his or her designee,
which date (the “Reduced Payment Date) shall be at least fifteen (15)
calendar days after the effective date of the reduction of the unpaid balance.

2. Compliance with Reduced Payment Date: The consumer must pay
the reduced balance on or before the Reduced Payment Date, and must
remain current in paying in full any charges that accrue in each subsequent
billing period. If the consumer fails to pay the reduced payment amount
within sixty (60) calendar days after the Reduced Payment Date, or fails to
pay the consumer’s current service charges for sixty (60) calendar days or
more, the Agency may discontinue water service to the consumer’s property
at least five (5) business days after posting at the consumer’s residence a
final notice of its intent to discontinue service.

D. Temporary Deferral of Payment: Any consumer who is unable to pay for
water service within the normal payment period and meets the three conditions under
Section II(C), above, as the Agency shall confirm, may, if the Agency has selected this
alternative, have payment of the unpaid balance temporarily deferred for a period of up to
six (6) months after the payment is due. The Agency shall determine, in its discretion, how
long of a deferral shall be provided to the consumer.

I. Repayment Period: The consumer shall pay the unpaid balance by
the deferral date (the “Deferred Payment Date”) determined by the General
Manager or his or her designee. The Deferral Payment Date shall be within
twelve (12) months from the date the unpaid balance became delinquent;
provided, however, that the General Manager or his or her designee, in their
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reasonable discretion, may establish a Deferred Payment Date beyond that
twelve (12) month period to avoid undue hardship on the consumer.

2. Compliance with Reduced Payment Date: The consumer must pay
the reduced balance on or before the Deferred Payment Date, and must
remain current in paying in full any charges that accrue in each subsequent
billing period. If the consumer fails to pay the unpaid payment amount
within sixty (60) calendar days after the Deferred Payment Date, or fails to
pay the consumer’s current service charges for sixty (60) calendar days or
more, the Agency may discontinue water service to the consumer’s property
at least five (5) business days after posting at the consumer’s residence a
final notice of its intent to discontinue service.

IV.  Appeals: The procedure to be used to appeal the amount set forth in any bill for
residential water service is set forth below. A consumer shall be limited to three (3) unsuccessful
appeals in any twelve (12) month period and if that limit has been reached, the Agency is not
required to consider any subsequent appeals commenced by or on behalf of that consumer.

A. Initial Appeal: Within nineteen (19) days of receipt of the bill for water
service, the consumer has a right to initiate an appeal or review of any bill or charge. Such
request must be made in writing and be delivered to the Agency’s office. For so long as
the consumer’s appeal and any resulting investigation is pending, the Agency cannot
discontinue water service to the consumer.

B. Lock Off Notice Appeal: In addition to the appeal rights provided under
Subsection A, above, any consumer who receives a Lock Off Notice may request an appeal
or review of the bill to which the Lock Off Notice relates at least five business (5) days
after the date of the Lock Off Notice if the consumer alleges the bill is in error with respect
to the quantity of water consumption set forth on that bill; provided, however, that no such
appeal or review rights shall apply to any bill for which an appeal or request for review
under Subsection A, above, has been made. Any appeal or request for review under this
Subsection B must be in writing and must include documentation supporting the appeal or
the reason for the review. The request for an appeal or review must be delivered to the
Agency’s office within that five (5) business day period. For so long as the consumer’s
appeal and any resulting investigation is pending, the Agency cannot discontinue water
service to the consumer.

C. Appeal Hearing: Following receipt of a request for an appeal or review
under Subsections A or B, above, a hearing date shall be promptly set before the General
Manager, or his or her designee (the “Hearing Officer”). After evaluation of the evidence
provided by the consumer and the information on file with the Agency concerning the
water charges in question, the Hearing Officer shall render a decision as to the accuracy of
the water charges set forth on the bill and shall provide the appealing consumer with a brief
written summary of the decision.
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1. If water charges are determined to be incorrect, the Agency will
provide a corrected invoice and payment of the revised charges will be due
within ten (10) calendar days of the invoice date for revised charges. If the
revised charges remain unpaid for more than sixty (60) calendar days after
the corrected invoice is provided, water service will be disconnected, on the
next regular working day after expiration of that sixty (60) calendar day
period; provided that the Agency shall provide the consumer with the Lock
Off Notice in accordance with Section II(B)(1), above. Water service will
only be restored upon full payment of all outstanding water charges, fees,
and any and all applicable reconnection charges.

2. (a) If the water charges in question are determined to be correct, the
water charges are due and payable within two (2) business days after the
Hearing Officer’s decision is rendered. At the time the Hearing Officer’s
decision is rendered, the consumer will be advised of the right to further
appeal before the Board of Directors. Any such appeal must be filed in
writing within seven (7) calendar days after the Hearing Officer’s decision
is rendered if the appeal or review is an initial appeal under Subdivision A
above, or within three (3) calendar days if the appeal or review is an Lock
Off Notice appeal under Subdivision B, above. The appeal hearing will
occur at the next regular meeting of the Board of Directors, unless the
consumer and Agency agree to a later date.

(b) For an initial appeal under Subdivision A, above, if the consumer
does not timely appeal to the Board of Directors, the water charges in
question shall be immediately due and payable. In the event the charges are
not paid in full within sixty (60) calendar days after the original billing date,
then the Agency shall provide with the Lock Off Notice in accordance with
Section II(B)(1), above, and may proceed in potentially discontinuing
service to the consumer’s property.

(c) For an Lock Off Notice appeal under Subdivision B, above, if
the consumer does not timely appeal to the Board of Directors, then water
service to the subject property may be discontinued on written or telephonic
notice to the consumer to be given at least twenty-four (24) hours after the
latter to occur of: (i) expiration of the original sixty (60) calendar day notice
period set forth in the Lock Off Notice; or (ii) the expiration of the appeal
period.

3. When a hearing before the Board of Directors is requested, such
request shall be made in writing and delivered to the Agency at its office.
The consumer will be required to personally appear before the Board and
present evidence and reasons as to why the water charges on the bill in
question are not accurate. The Board shall evaluate the evidence presented
by the consumer, as well as the information on file with the Agency
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concerning the water charges in question, and render a decision as to the
accuracy of said charges.

a) Ifthe Board finds the water charges in question are incorrect, the
consumer will be invoiced for the revised charges. If the revised
charges remain unpaid for more than sixty (60) calendar days after
the corrected invoice is provided, water service will be
disconnected, on the next regular working day after expiration of
that sixty (60) calendar day period; provided that the Supplier shall
provide the consumer with the Lock Off Notice in accordance with
Section II(B)(1), above. Water service will be restored only after
outstanding water charges and any and all applicable reconnection
charges are paid in full.

b) If the water charges in question are determined to be correct, the
water charges are due and payable within two (2) business days after
the decision of the Board is rendered. In the event the charges are
not paid in full within sixty (60) calendar days after the original
billing date, then the Agency shall provide with the Lock Off Notice
in accordance with Section II(B)(1), above, and may proceed in
potentially discontinuing service to the consumer’s property.

c) Any overcharges will be reflected as a credit on the next regular
bill to the consumer.

d) Water service to any consumer shall not be discontinued at any
time during which the consumer’s appeal to the Agency or its Board
of Directors is pending.

e) The Board’s decision is final and binding.

V. Restoration of Service: In order to resume or continue service that has been
discontinued due to non-payment, the consumer must pay a security deposit and a Reconnection
Fee established by the Agency, subject to the limitation set forth in Section II(E)(1), above. The
Agency will endeavor to make such reconnection as soon as practicable as a convenience to the
consumer. The Agency shall make the reconnection no later than the end of the next regular
working day following the consumer’s request and payment of any applicable Unlock Fee.
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BIGHORN DESERT VIEW WATER AGENCY STANDING COMMITTEE
FINANCE/PUBLIC RELATIONS/EDUCATION/PERSONNEL
AGENDA ITEM SUBMITTAL

Meeting Date: November 20, 2019

To: Board of Directors Budgeted: N/A
Budgeted Amount: N/A
Cost: N/A
Funding Source: N/A
From: Marina D. West General Counsel Approval: N/A

CEQA Compliance: N/A

Subject: CalPERS Unfunded Liability — Funding Options

SUMMARY

At the September 18, 2019 Finance Committee meeting (FPREP) staff discussed the status of

the Agency’s “unfunded liability” in the CalPERS retirement system. The Committee requested
further information on the approaches the Agency could take to address the liability.

RECOMMENDATION
Provide direction to staff regarding the CalPERS Unfunded Liability
BACKGOUND/ANALYSIS

According to the attached CalPERS Actuarial Valuation Report for the period ended June 30,
2018 (report dated July 2019), the balance of unfunded liability is $721,272.

The Unfunded Liabilty (UAL) is comprised on a series of Amortization Bases and include factors
such as discount rate (currently set at 7.0%), mortality of participants, final salary, amortization
period, market predictions for future growth of the funds. This schedule is shown on page 10
of the attachment.

Staff has explored the various ways in which the Agency could reduce the UAL recognizing
that CalPERS charges an interest rate of 7% while currently the Agency is earning closer to
2%. Therefore, paying off some of the UAL would save the Agency in interest. For instance,
if the Agency were to adopt the 10-year amortization schedule (page 12) then conceivably the
Agency would save $301,025 in interest paid to CalPERS. However, that would not wipe out
any future calculated UAL. The UAL could actually increase (i.e. market underperforms,
retirees live longer, etc.) requiring more contribution or it could go down resulting in a refund
(i.e. market outperforms predictions).

Staff will review with the Committee various options for managing the UAL into the future.

PRIOR RELEVANT BOARD ACTION(S)
None
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July 2019

Miscellaneous Plan of the Bighorn-Desert View Water Agency
(CalPERS ID: 4968871923)
Annual Valuation Report as of June 30, 2018

Dear Employer,

Attached to this letter, you will find the June 30, 2018 actuarial valuation report of your CalPERS pension plan.
Provided in this report is the determination of the minimum required employer contributions for Fiscal
Year 2020-21. In addition, the report contains important information regarding the current financial status of the
plan as well as projections and risk measures to aid in planning for the future.

Because this plan is in a risk pool, the following valuation report has been separated into two sections:

e Section 1 contains specific information for the plan including the development of the current and projected
employer contributions, and
e  Section 2 contains the Risk Pool Actuarial Valuation appropriate to the plan as of June 30, 2018.

Section 2 can be found on the CalPERS website (www.calpers.ca.gov). From the home page, go to "Forms &
Publications” and select "View All'. In the search box, enter "Risk Pool’ and from the results list download the
Miscellaneous or Safety Risk Pool Actuarial Valuation Report as appropriate.

Your June 30, 2018 actuarial valuation report contains important actuarial information about your pension plan at
CalPERS. Your assigned CalPERS staff actuary, whose signature appears in the Actuarial Certification section on page
1, is available to discuss the report with you after August 1, 2019.

Actuarial valuations are based on assumptions regarding future plan experience including investment return and payroll
growth, eligibility for the types of benefits provided, and longevity among retirees. The CalPERS Board of Administration
adopts these assumptions after considering the advice of CalPERS actuarial and investment teams and other
professionals. Each actuarial valuation reflects all prior differences between actual and assumed experience and adjusts
the contribution rates as needed. This valuation is based on an investment return assumption of 7.0% which was
adopted by the board in December 2016. Other assumptions used in this report are those recommended in the CalPERS
Experience Study and Review of Actuarial Assumptions report from December 2017.

Required Contribution

The exhibit below displays the minimum employer contributions, before any cost sharing, for Fiscal Year 2020-21 along
with estimates of the required contributions for Fiscal Year 2021-22. Member contributions other than cost sharing
(whether paid by the employer or the employee) are in addition to the results shown below. The employer
contributions in this report do not reflect any cost sharing arrangements you may have with your
employees.

Fiscal Year Employer Normal Employer Amortization of
Cost Rate Unfunded Accrued Liability
2020-21 15.445% $53,376
Projected Results
2021-22 15.4% $61,000
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The actual investment return for Fiscal Year 2018-19 was not known at the time this report was prepared. The
projections above assume the investment return for that year would be 7.00 percent. If the actual investment
return for Fiscal Year 2018-19 differs from 7.00 percent, the actual contribution requirements for the
projected years will differ from those shown above. For additional details regarding the assumptions and
methods used for these projections please refer to the “Projected Employer Contributions” in the “Highlights and
Executive Summary” section. This section also contains projected required contributions through fiscal year 2025-26.

Changes from Previous Year’s Valuation

CalPERS continues to strive to provide comprehensive risk assessments regarding plan funding and sustainability
consistent with the Board of Administration’s pension and investment beliefs. Your report this year includes new metrics
on plan maturity in recognition of the fact that most pension plans at CalPERS are maturing as anticipated. As plans
mature, they become more sensitive to risks than plans that are less mature. The “Risk Analysis” section of your report
will help you understand how your plan is affected by investment return volatility and other economic assumptions.
We have included plan sensitivity analysis with respect to longevity and inflation to further that discussion and
encourage you to review our most recent Annual Review of Funding Levels and Risks report on our website that takes
a holistic view of the system.

Upcoming Change for June 30, 2019 Valuations

The CalPERS Board of Administration has adopted a new amortization policy effective with the June 30, 2019 actuarial
valuation. The new policy shortens the period over which actuarial gains and losses are amortized from 30 years to 20
years with the payments computed using a level dollar amount. In addition, the new policy removes the 5-year ramp-
up and ramp-down on Unfunded Accrued Liability (UAL) bases attributable to assumption changes and non-investment
gains/losses. The new policy removes the 5-year ramp-down on investment gains/losses. These changes will apply
only to new UAL bases established on or after June 30, 2019.

Besides the above noted changes, there may also be changes specific to the plan such as contract amendments and
funding changes.

Further descriptions of general changes are included in the “Highlights and Executive Summary” section and in Appendix
A, “Statement of Actuarial Data, Methods and Assumptions” of the Section 2 report.

We understand that you might have a number of questions about these results. While we are very interested in
discussing these results with your agency, in the interest of allowing us to give every public agency their results, we
ask that you wait until after August 1 2019 to contact us with actuarial questions.

If you have other questions, please call our customer contact center at (888) CalPERS or (888-225-7377).

Sincerely,

SCOTT TERANDO
Chief Actuary
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Actuarial Certification

Section 1 of this report is based on the member and financial data contained in our records as of June 30, 2018
which was provided by your agency and the benefit provisions under your contract with CalPERS. Section 2 of
this report is based on the member and financial data as of June 30, 2018 provided by employers participating
in the Miscellaneous Risk Pool to which the plan belongs and benefit provisions under the CalPERS contracts for
those agencies.

As set forth in Section 2 of this report, the pool actuaries have certified that, in their opinion, the valuation of the
risk pool containing your Miscellaneous Plan has been performed in accordance with generally accepted actuarial
principles consistent with standards of practice prescribed by the Actuarial Standards Board, and that the
assumptions and methods are internally consistent and reasonable for the risk pool as of the date of this valuation
and as prescribed by the CalPERS Board of Administration according to provisions set forth in the California Public
Employees’ Retirement Law.

Having relied upon the information set forth in Section 2 of this report and based on the census and benefit
provision information for the plan, it is my opinion as the plan actuary that Unfunded Accrued Liability amortization
bases as of June 30, 2018 and employer contribution as of July 1, 2020, have been properly and accurately
determined in accordance with the principles and standards stated above.

The undersigned is an actuary for CalPERS, a member of both the American Academy of Actuaries and Society
of Actuaries and meets the Qualification Standards of the American Academy of Actuaries to render the actuarial
opinion contained herein.

oy W

DANIEL MILLER, ASA, MAAA
Associate Pension Actuary, CalPERS
Plan Actuary
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Introduction

This report presents the results of the June 30, 2018 actuarial valuation of the Miscellaneous Plan of the Bighorn-
Desert View Water Agency of the California Public Employees’ Retirement System (CalPERS). This actuarial
valuation sets the required employer contributions for Fiscal Year 2020-21.

Purpose of Section 1

This Section 1 report for the Miscellaneous Plan of the Bighorn-Desert View Water Agency of the California Public
Employees’ Retirement System (CalPERS) was prepared by the plan actuary in order to:

e Set forth the assets and accrued liabilities of this plan as of June 30, 2018;
Determine the minimum required employer contribution for this plan for the fiscal year July 1, 2020
through June 30, 2021; and

e  Provide actuarial information as of June 30, 2018 to the CalPERS Board of Administration and other
interested parties.

The pension funding information presented in this report should not be used in financial reports subject to GASB
Statement No. 68 for a Cost Sharing Employer Defined Benefit Pension Plan. A separate accounting valuation
report for such purposes is available from CalPERS and details for ordering are available on our website.

The measurements shown in this actuarial valuation may not be applicable for other purposes. The employer
should contact their actuary before disseminating any portion of this report for any reason that is not explicitly
described above.

Future actuarial measurements may differ significantly from the current measurements presented in this report
due to such factors as the following: plan experience differing from that anticipated by the economic or
demographic assumptions; changes in economic or demographic assumptions; changes in actuarial policies; and
changes in plan provisions or applicable law.

California Actuarial Advisory Panel Recommendations

This report includes all the basic disclosure elements as described in the Mode/ Disclosure Elements for Actuarial
Valuation Reports recommended in 2011 by the California Actuarial Advisory Panel (CAAP), with the exception
of including the original base amounts of the various components of the unfunded liability in the Schedule of
Amortization Bases shown on page 10.

Additionally, this report includes the following “Enhanced Risk Disclosures” also recommended by the CAAP in
the Model Disclosure Elements document and consistent with the recommendations of Actuarial Standard of
Practice No. 51:

e A™“Scenario Test,” projecting future results under different investment income scenarios.

e A™Sensitivity Analysis,” showing the impact on current valuation results using alternative discount rates
of 6.0 percent and 8.0 percent.

e A "Sensitivity Analysis,” showing the impact on current valuation results using a 1.0 percent plus or
minus change in the inflation rate.

e A"Sensitivity Analysis,” showing the impact on current valuation results assuming post-retirement rates
of mortality are 10 percent lower or 10 percent higher than our current mortality assumptions adopted
in 2017. This type of analysis highlights the impact on the plan of improving or worsening mortality
over the long-term.

e Plan maturity measures which indicate how sensitive a plan may be to the risks noted above.
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Required Employer Contributions

Fiscal Year
Required Employer Contributions 2020-21
Employer Normal Cost Rate 15.445%
Plus, Either
1) Monthly Employer Dollar UAL Payment $ 4,447.98
or
2) Annual UAL Prepayment Option* $ 51,600

The total minimum required employer contribution is the sum of the Plan’s Employer Normal Cost Rate
(expressed as a percentage of payroll) plus the Employer Unfunded Accrued Liability (UAL) Contribution
Amount (billed monthly in dollars).

* Only the UAL portion of the employer contribution can be prepaid (which must be received in full no
later than July 31). Any prepayment totaling over $5 million requires a 72-hour notice email to
FCSD_public_agency wires@calpers.ca.gov. Plan Normal Cost contributions will be made as part of the
payroll reporting process. If there is contractual cost sharing or other change, this amount will change.

In accordance with Sections 20537 and 20572 of the Public Employees’ Retirement Law, if a contracting
agency fails to remit the required contributions when due, interest and penalties may apply.

-

N}

w

EN

Fiscal Year Fiscal Year
2019-20 2020-21
Development of Normal Cost as a Percentage of Payroll!
Base Total Normal Cost for Formula 21.476% 22.516%
Surcharge for Class 1 Benefits?
a) FAC 1 0.706% 0.716%
Phase out of Normal Cost Difference3 0.000% 0.000%
Plan’s Total Normal Cost 22.182% 23.232%
Formula's Expected Employee Contribution Rate 7.784% 7.787%
Employer Normal Cost Rate 14.398% 15.445%
Projected Payroll for the Contribution Fiscal Year $ 394,662 $ 320,397
Estimated Employer Contributions Based on Projected Payroll
Plan’s Estimated Employer Normal Cost $ 56,823 $ 49,485
Plan’s Payment on Amortization Bases* 47,004 53,376
% of Projected Payroll (illustrative only) 11.910% 16.659%
Estimated Total Employer Contribution $ 103,827 $ 102,861
% of Projected Payroll (illustrative only) 26.308% 32.104%

The results shown for Fiscal Year 2019-20 reflect the prior year valuation and may not take into account any lump sum
payment, side fund payoff, or rate adjustment made after April 30, 2018.

Section 2 of this report contains a list of Class 1 benefits and corresponding surcharges for each benefit.

The normal cost difference is phased out over a five-year period. The phase out of normal cost difference is 100 percent
for the first year of pooling, and is incrementally reduced by 20 percent of the original normal cost difference for each
subsequent year. This is non-zero only for plans that joined a pool within the past 5 years. Most plans joined a pool June
30, 2003, when risk pooling was implemented.

See page 10 for a breakdown of the Amortization Bases.
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Plan’s Funded Status

June 30, 2017 June 30, 2018

1. Present Value of Projected Benefits (PVB) $ 3,107,892 $ 3,117,680
2. Entry Age Normal Accrued Liability (AL) 2,527,628 2,691,124
3. Plan’s Market Value of Assets (MVA) 1,902,399 1,969,853
4. Unfunded Accrued Liability (UAL) [(2) - (3)] 625,229 721,271
5. Funded Ratio [(3) / (2)] 75.3% 73.2%

This measure of funded status is an assessment of the need for future employer contributions based on the
selected actuarial cost method used to fund the plan. The UAL is the present value of future employer
contributions for service that has already been earned and is in addition to future normal cost contributions for
active members. For a measure of funded status that is appropriate for assessing the sufficiency of plan assets
to cover estimated termination liabilities, please see “Hypothetical Termination Liability” in the “Risk Analysis”
section.

Projected Employer Contributions

The table below shows projected employer contributions (before cost sharing) for the next six fiscal years.
Projected results reflect the adopted changes to the discount rate described in Appendix A, “Statement of
Actuarial Data, Methods and Assumptions” of the Section 2 report. The projections also assume that all actuarial
assumptions will be realized and that no further changes to assumptions, contributions, benefits, or funding will
occur during the projection period.

Required Projected Future Employer Contributions
Contribution (Assumes 7.00% Return for Fiscal Year 2018-19)
Fiscal Year 2020-21 2021-22 2022-23 2023-24 2024-25 2025-26
Normal Cost % 15.445% 15.4% 15.4% 15.4% 15.4% 15.4%
UAL Payment $53,376 $61,000 $67,000 $71,000 $75,000 $77,000

Changes in the UAL due to actuarial gains or losses as well as changes in actuarial assumptions or methods are
amortized using a 5-year ramp up. For more information, please see “"Amortization of the Unfunded Actuarial
Accrued Liability” under “Actuarial Methods” in Appendix A of Section 2. This method phases in the impact of
unanticipated changes in UAL over a 5-year period and attempts to minimize employer cost volatility from year
to year. As a result of this methodology, dramatic changes in the required employer contributions in any one
year are less likely. However, required contributions can change gradually and significantly over the next five
years. In years where there is a large increase in UAL the relatively small amortization payments during the
ramp up period could result in a funded ratio that is projected to decrease initially while the contribution impact
of the increase in the UAL is phased in.

For projected contributions under alternate investment return scenarios, please see the “Future Investment
Return Scenarios” in the “Risk Analysis” section.
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Changes Since the Prior Year’s Valuation

Benefits

None. This valuation generally reflects plan changes by amendments effective before the date of the report.
Please refer to the “Plan’s Major Benefit Options” and Appendix B of Section 2 for a summary of the plan
provisions used in this valuation.

Actuarial Methods and Assumptions

In December of 2016 the CalPERS Board of Administration lowered the discount rate from 7.50 percent to 7.00
percent using a three-year phase-in beginning with the June 30, 2016 actuarial valuation. The minimum
employer contributions for Fiscal Year 2020-21 determined in this valuation were calculated using a discount
rate of 7.00 percent, payroll growth of 2.75 percent and an inflation rate of 2.50 percent. The projected employer
contributions on Page 5 are calculated under the assumption that the discount rate remains at 7.00 percent
going forward and that furthermore the realized rate of return on assets for Fiscal Year 2018-19 is 7.00 percent.

The decision to reduce the discount rate was primarily based on reduced capital market assumptions provided
by external investment consultants and CalPERS investment staff. The specific decision adopted by the Board
reflected recommendations from CalPERS staff and additional input from employer and employee stakeholder
groups. Based on the investment allocation adopted by the Board and capital market assumptions, the reduced
discount rate assumption provides a more realistic assumption for the long-term investment return of the fund.

CalPERS has implemented a new actuarial valuation software system for the June 30, 2018 valuation. With this
new system we have refined and improved some of our calculation methodology. Any difference in liability
between the old software and new software calculations is captured as a method change line item.

Subsequent Events

The CalPERS Board of Administration has adopted a new amortization policy effective with the June 30, 2019
actuarial valuation. The new policy shortens the period over which actuarial gains and losses are amortized from
30 years to 20 years with the payments computed using a level dollar amount. In addition, the new policy
removes the 5-year ramp-up and ramp-down on UAL bases attributable to assumption changes and non-
investment gains/losses. The new policy removes the 5-year ramp-down on investment gains/losses. These
changes will apply only to new UAL bases established on or after June 30, 2019.

For inactive employers the new amortization policy imposes a maximum amortization period of 15 years for all
unfunded accrued liabilities effective June 30, 2018. Furthermore, the plan actuary has the ability to shorten the
amortization period on any valuation date based on the life expectancy of plan members and projected cash
flow needs to the plan. The impact of this has been reflected in the current valuation results.

The contribution requirements determined in this actuarial valuation report are based on demographic and
financial information as of June 30, 2018, and may reflect additional discretionary payments made by the
employer through April 30, 2019. Changes in the value of assets subsequent to that date are not reflected.
Investment returns below the assumed rate of return will increase the required contribution, while investment
returns above the assumed rate of return will decrease the required contribution.

This actuarial valuation report reflects statutory changes, regulatory changes and CalPERS Board actions through
January 2019. Any subsequent changes or actions are not reflected.
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Assets and Liabilities

¢ Breakdown of Entry Age Normal Accrued Liability

e Allocation of Plan’s Share of Pool’s Experience/Assumption Change
o Development of Plan’s Share of Pool’s Market Value of Assets

e Schedule of Plan’s Amortization Bases

e Amortization Schedule and Alternatives

e Employer Contribution History

¢ Funding History
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Breakdown of Entry Age Normal Accrued Liability

Active Members $
Transferred Members
Terminated Members

Members and Beneficiaries Receiving Payments
Total $

Allocation of Plan’s Share of Pool’s
Experience/Assumption Change

1,194,098
70,490
495,496

931,040
2,691,124

It is the policy of CalPERS to ensure equity within the risk pools by allocating the pool’s experience gains/losses
and assumption changes in a manner that treats each employer equitably and maintains benefit security for the
members of the System while minimizing substantial variations in employer contributions. The Pool’s experience

gains/losses and impact of assumption/method changes is allocated to the plan as follows:

1.  Plan’s Accrued Liability $
2. Projected UAL balance at 6/30/18

3. Pool’s Accrued Liability?

4.  Sum of Pool’s Individual Plan UAL Balances at 6/30/18!

5.  Pool’'s 2017/18 Investment & Asset (Gain)/Loss!

6. Pool’s 2017/18 Other (Gain)/Loss!

7.  Plan’s Share of Pool’s Asset (Gain)/Loss: [(1) - (2)] = [(3) - (4)] x (5)
8.  Plan’s Share of Pool’s Other (Gain)/Loss: (1) + (3) x (6)

9. Plan’s New (Gain)/Loss as of 6/30/2018: (7) + (8)

10. Increase in Pool’s Accrued Liability due to Change in Assumptions?!
11. Plan’s Share of Pool's Change in Assumptions: (1) + (3) x (10)

12. Increase in Pool’s Accrued Liability due to Change in Method*

13. Plan’s Share of Pool’s Change in Method: (1) + (3) x (12)

! Does not include plans that transferred to Pool on the valuation date.

2,691,124
641,378
17,424,237,070
3,777,499,883
(135,628,188)
66,272,613
(20,371)
10,236
(10,136)
453,914,155
70,106
128,995,852
19,923

Development of the Plan’s Share of Pool’s Market

Value of Assets

14. Plan’s UAL: (2) + (9) + (11) + (13)
15.  Plan’s Share of Pool’s MVA: (1) - (14)

“

721,271
1,969,853
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Schedule of Plan’s Amortization Bases

On the next page is the schedule of the plan’s amortization bases. Note that there is a two-year lag between

the valuation date and the start of the contribution fiscal year.

e The assets, liabilities, and funded status of the plan are measured as of the valuation date: June 30, 2018.

e The required employer contributions determined by the valuation are for the fiscal year beginning two years
after the valuation date: Fiscal Year 2020-21.

This two-year lag is necessary due to the amount of time needed to extract and test the membership and
financial data, and the need to provide public agencies with their required employer contribution well in advance
of the start of the fiscal year.

The Unfunded Accrued Liability (UAL) is used to determine the employer contribution and therefore must be rolled
forward two years from the valuation date to the first day of the fiscal year for which the contribution is being
determined. The UAL is rolled forward each year by subtracting the expected payment on the UAL for the fiscal
year and adjusting for interest. The expected payment on the UAL for a fiscal year is equal to the Expected
Employer Contribution for the fiscal year minus the Expected Normal Cost for the year. The Employer Contribution
for the first fiscal year is determined by the actuarial valuation two years ago and the contribution for the second
year is from the actuarial valuation one year ago. Additional discretionary payments are reflected in the Expected
Payments column in the fiscal year they were made by the agency.

Page 95 of 124



Page 96 of 124

*1S0D |ew.ou 3y} 03 enba 3ses)

1€ 9 IShW Yyd3d Jopun uoinqgriuod padinbal wnwiuiw syl asnedaq ‘p$ s uswAed painpayds ayy ‘(snidins e sey ueid “*a°1) aanebau si Ajjiger] papunjun (303 ay3 JI

‘dn-dwies JeaA-G e yum sieaA Qg Jano0 Adijod pieog 03 Buiplodoe paziowe a9 ||im saseq ssof/(uieb) asayl uoidas siyy ul Jaies ,abuey) uondwnssy/oousiiadx3
5,004 JO 2ieysS S,ue|d JO UOILIO|Y, Ul Pasopsip Se JeaA [edsy ayy Joj ssoj/(uieb) s,jood ysu ayy Jo aieys pajedoje s,uejd ay) ale saseq ssoj/(uieb) syl

9/£'€5$ TSE'TVLS oTL'vv$ 980'9€L$ S8v've$ TLT'TUULS TviOL
185'T$ 98/'8% (ev1'0)$ 691°//$ (¥80"0)$ 901'0/$ 0z %0S.'C v %0C 81/0£/90 JIONYHD NOLLAWNSSY
TEV$ 601°€C$ (ev1)$ 09b'1C$ (8€1)$ £76'61% 0c %0S/'C v %0¢ 81/0£/90 JONVHD AOHLIW
(61£)$ (cee’cn)$ 0% (z64'10)% 0$ (1££'00)% 0¢ %0S/'C v %0¢ 81/0£/90 SSO1/(NIVD) 135SV
09T1$ 6TL'TT$ 0% 756'0T$ 0$ 9cZ'0T$ 0€ %0S.'C v %0¢ 81/0£/90 SSOT/(NIVD) 13SSV-NON
0TS £60'95$ 800'T$ 09¢'€S$ (6£2'0)% €8T’ /b$ 6T %0S/'C v %0p L1/0£/90 JONVHD NOILIWNSSY
(co1'0)$ (180°62)% (1v0'1)$ (b16'vL)$ 0$ (€10'0L)% 6¢ %0S/'C v %0b £1/0£/90 SSO1/(NIVD) 13SSY
(601)$ (660'v)$ (r9)$ (£88'c)$ 0% (629°'c)$ 6¢ %0S.'C v %0b L1/0£/90 SSOT/(NIVD) 13SSV-NON
£59'$ 8z/'8b$ /'S ST LY 818% SS6'bbS$ 8T %0S/'C v %09 91/0£/90 JONVHD NOILIWNSSY
911'9$ 8£9'GGT$ qc0'vs$ [SE'6bTS €96'T$ P8y THTS 8¢ %0S/'C v %09 91/0£/90 SSO1/(NIVD) 135SV
(092)$ (9p€'61)$ (c09)$ (995'81)$ Pro$ (£85'/1)$ 8¢ %0S.'C ¢ %09 91/0£/90 SSOT/(NIVD) 13SSV-NON
pEP'9% 0c0’ceT$ TLLYS G8S'6TT$ L60°E$ 96/'p114 V4 %0S/'C v %08 ST/0£/90 SSO1/(NIVD) 13SSY
(T€9)$ (6ST°0T)$ (F6£)$ (5£86)$ (950)$ (9/+'6)$ Vi %0S/'C v %08 ST/0£/90 SSO1/(NIVD) 13SSY-NON
SYC'TT$ $ST'8TT$ /58'8% 080'6TT$ 99t'9% TbS'/T1$ 9T %0S.'C <«  %00T +1/0£/90 J9NVYHD NOILdINNSSY
v/0'6$ $SS'vS$ 806'8$ £65'65$ G/9'8% 580'49% A %0S.'C dwey oN Jolid 10 £10C anNnd 3ais
(00s'c1)$ (S£0'68T1)$ (588°6)% (bec'o81)$ (912'2)$ (£10"181)$ 9¢ %0S/'C < %007 $1/0£/90 SSO1/(NIVD) 13SSY
v1$ [4143 T$ 60C$ 8% £0¢$ 9¢ %0S.'C <  %00T +1/0£/90 SSOT/(NIVD) 13SSV-NON
8/S'v1$ Y06'v12$ 90v'v1$ TLLYTTS 8TC'T1T$ 995'TT1C$ 4 %0S.'C < %00T €1/0£/90 SSOT/(NIVD) 13SSY
(2e6)$ (9c£v1)$ (196)$ (Lee'v1)$ (8vL)$ (ETT'PT)$ ¢ %0S/'C <  %00T €1/0€/90 SSO1/(NIVD) 13SSY-NON
6£€'9T$ $S/'681$ TOT'9T$ 906'C6T$ G/9'ST$ Ovb'S61$ 91 %0S.'C dwey oN €1/0£/90 VYN 100d £T02-3dd 40 FUVHS
TC-020T 104 oc/og/9 02-6T0C 61/0€/9 6T-8T0C 8T/0€/9 poliad Iy TZ-020C paysiiqeis3 aseg 10} uoseay
jJudwAied Qouejeg jJudwAied Qouejeg juswAied aouejeg uonez uol umoq/dn ?jeq
pajnpayds -ipowy  -jejedsy dwey

TZ-0T0C |edsld 10j sjunowy

saseg uoljezijowy s,uejd jJo ajnpayss



Amortization Schedule and Alternatives

The amortization schedule on the previous page shows the minimum contributions required according to
CalPERS amortization policy. There has been considerable interest from many agencies in paying off these
unfunded accrued liabilities sooner and the possible savings in doing so. As a result, we have provided alternate
amortization schedules to help analyze the current amortization schedule and illustrate the advantages of
accelerating unfunded liability payments.

Shown on the following page are future year amortization payments based on: 1) the current amortization
schedule reflecting the individual bases and remaining periods shown on the previous page, and 2) alternate
“fresh start” amortization schedules using two sample periods that would both result in interest savings relative
to the current amortization schedule. Note that the payments under each alternate scenario increase by 2.75
percent for each year into the future, except for inactive plans.

The Current Amortization Schedule typically contains individual bases that are both positive and negative.
Positive bases result from plan changes, assumption changes or plan experience that result in increases to
unfunded liability. Negative bases result from plan changes, assumption changes or plan experience that result
in decreases to unfunded liability. The combination of positive and negative bases within an amortization
schedule can result in unusual or problematic circumstances in future years such as:

e A positive total unfunded liability with a negative total payment,
e A negative total unfunded liability with a positive total payment, or
e Total payments that completely amortize the unfunded liability over a very short period of time

In any year where one of the above scenarios occurs, the actuary will consider corrective action such as replacing
the existing unfunded liability bases with a single “fresh start” base and amortizing it over a reasonable period.

The Current Amortization Schedule on the following page may appear to show that, based on the current
amortization bases, one of the above scenarios will occur at some point in the future. It is impossible to know
today whether such a scenario will in fact arise since there will be additional bases added to the amortization
schedule in each future year. Should such a scenario arise in any future year, the actuary will take appropriate
action based on guidelines in the CalPERS amortization policy.
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Amortization Schedule

Current Amortization

and Alternatives

Alternate Schedules

15 Year Amortization

10 Year Amortization

Schedule

Date Balance Payment Balance Payment Balance Payment
6/30/2020 741,353 53,376 741,353 66,865 741,353 91,409
6/30/2021 738,036 60,921 724,082 68,704 698,694 93,922
6/30/2022 726,681 67,284 703,699 70,594 650,449 96,505
6/30/2023 707,950 71,053 679,936 72,535 596,154 99,159
6/30/2024 684,008 75,073 652,501 74,530 535,314 101,886
6/30/2025 654,232 77,138 621,082 76,579 467,395 104,688
6/30/2026 620,237 79,259 585,343 78,685 391,822 107,567
6/30/2027 581,668 70,467 544,925 80,849 307,982 110,525
6/30/2028 549,493 72,405 499,439 83,072 215,213 113,564
6/30/2029 513,062 74,396 448,469 85,357 112,806 116,687
6/30/2030 472,020 76,442 391,568 87,704
6/30/2031 425,990 78,544 328,256 90,116
6/30/2032 374,563 77,589 258,017 92,594
6/30/2033 320,523 76,523 180,298 95,140
6/30/2034 263,804 74,047 94,505 97,757
6/30/2035 205,676 69,841
6/30/2036 147,829 37,024
6/30/2037 119,879 31,828
6/30/2038 95,348 26,319
6/30/2039 74,798 21,963
6/30/2040 57,315 19,106
6/30/2041 41,564 14,821
6/30/2042 29,143 14,822
6/30/2043 15,851 12,057
6/30/2044 4,488 4,643
6/30/2045
6/30/2046
6/30/2047
6/30/2048
6/30/2049
Totals 1,336,938 1,221,081 1,035,912
Interest Paid 595,584 479,728 294,559
Estimated Savings 115,856 301,025
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Employer Contribution History

The table below provides a recent history of the required employer contributions for the plan, as determined by
the annual actuarial valuation. It does not account for prepayments or benefit changes made during a fiscal year.

Fiscal Employer Unfunded Liability
Year Normal Cost Payment ($)
2016 - 17 12.657% $27,950
2017 - 18 12.698% $32,516
2018 - 19 13.439% $39,487
2019 - 20 14.398% $47,004
2020 - 21 15.445% $53,376

Funding History

The funding history below shows the plan’s actuarial accrued liability, share of the pool’s market value of assets,
share of the pool’s unfunded liability, funded ratio, and annual covered payroll.

Accrued Share of Pool’s Plan’s Share of Annual

Valuation Liability Market Value of Pool’s Unfunded Funded Covered
Date (AL) Assets (MVA) Liability Ratio Payroll
06/30/2011 1,496,707 $ 1,113,958 $ 382,749 74.4% 363,983
06/30/2012 1,574,175 1,113,176 460,999 70.7% 300,676
06/30/2013 1,803,774 1,368,358 435,416 75.9% 351,152
06/30/2014 2,043,611 1,652,050 391,561 80.8% 379,574
06/30/2015 2,198,227 1,720,664 477,563 78.3% 345,128
06/30/2016 2,367,737 1,734,603 633,134 73.3% 356,065
06/30/2017 2,527,628 1,902,399 625,229 75.3% 362,490
06/30/2018 2,691,124 1,969,853 721,271 73.2% 295,354
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Future Investment Return Scenarios

Analysis was performed to determine the effects of various future investment returns on required employer
contributions. The projections below provide a range of results based on five investment return scenarios
assumed to occur during the next four fiscal years (2018-19, 2019-20, 2020-21 and 2021-22). The projections
also assume that all other actuarial assumptions will be realized and that no further changes to assumptions,
contributions, benefits, or funding will occur.

For fiscal years 2018-19, 2019-20, 2020-21, and 2021-22, each scenario assumes an alternate fixed annual
return. The fixed return assumptions for the five scenarios are 1.0 percent, 4.0 percent, 7.0 percent, 9.0 percent
and 12.0 percent.

These alternate investment returns were chosen based on stochastic analysis of possible future investment
returns over the four-year period ending June 30, 2022. Using the expected returns and volatility of the asset
classes in which the funds are invested, we produced five thousand stochastic outcomes for this period based
on the most recently completed Asset Liability Management process. We then selected annual returns that
approximate the 5t, 25t, 50t, 75t and 95t percentiles for these outcomes. For example, of all the 4-year
outcomes generated in the stochastic analysis, approximately 25 percent of them had an average annual return
of 4.0 percent or less.

Required contributions outside of this range are also possible. In particular, whereas it is unlikely that investment
returns will average less than 1.0 percent or greater than 12.0 percent over this four-year period, the possibility
of a single investment return less than 1.0 percent or greater than 12.0 percent in any given year is much
greater.

Assumed Annual Return From Projected Employer Contributions
2018-19 through 2021-22
2021-22 2022-23 2023-24 2024-25

1.0%

Normal Cost 15.4% 15.4% 15.4% 15.4%

UAL Contribution $64,000 $76,000 $89,000 $105,000
4.0%

Normal Cost 15.4% 15.4% 15.4% 15.4%

UAL Contribution $62,000 $72,000 $80,000 $90,000
7.0%

Normal Cost 15.4% 15.4% 15.4% 15.4%

UAL Contribution $61,000 $67,000 $71,000 $75,000
9.0%

Normal Cost 15.7% 16.0% 16.3% 16.6%

UAL Contribution $60,000 $65,000 $67,000 $68,000
12.0%

Normal Cost 15.7% 16.0% 16.3% 16.6%

UAL Contribution $59,000 $60,000 $57,000 $51,000

In addition, the projections above reflect the recent changes to the new amortization policy effective with the
June 30, 2019 valuation. The projections above incorporate the impact of the CalPERS risk mitigation policy
which reduces the discount rate when investment returns are above specified trigger points.
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Discount Rate Sensitivity

Shown below are various valuation results as of June 30, 2018 assuming alternate discount rates. Results are
shown using the current discount rate of 7.0 percent as well as alternate discount rates of 6.0 percent and 8.0
percent. The rates of 6.0 percent and 8.0 percent were selected since they illustrate the impact of a 1 percent
increase or decrease to the 7.0 percent assumption. This analysis shows the potential plan impacts if the PERF
were to realize investment returns of 6.0 percent or 8.0 percent over the long-term.

This type of analysis gives the reader a sense of the long-term risk to required contributions. For a measure of
funded status that is appropriate for assessing the sufficiency of plan assets to cover estimated termination
liabilities, please see “Hypothetical Termination Liability” at the end of this section.

Sensitivity Analysis
Plan’s Total Accrued Unfunded Funded
As of June 30, 2018 Normal Cost Liability Accrued Liability Status
7.0% (current discount rate) 23.232% $2,691,124 $721,271 73.2%
6.0% 29.016% $3,093,956 $1,124,103 63.7%
8.0% 18.803% $2,362,188 $392,335 83.4%

Mortality Rate Sensitivity

The following table looks at the change in the June 30, 2018 plan costs and funded ratio under two different
longevity scenarios, namely assuming post-retirement rates of mortality are 10 percent lower or 10 percent
higher than our current mortality assumptions adopted in 2017. This type of analysis highlights the impact on
the plan of improving or worsening mortality over the long-term.

As of June 30, 2018 Current Mortality M;az;:;::t’es Mi?;;‘:iwﬂ':tgs
a) Accrued Liability $2,691,124 $2,745,025 $2,641,367
b) Market Value of Assets $1,969,853 $1,969,853 $1,969,853
c) Unfunded Liability $721,271 $775,172 $671,514
(Surplus) [(a)-(b)]
d) Funded Status 73.2% 71.8% 74.6%

A 10 percent increase (decrease) in assumed mortality rates over the long-term would result in approximately
a 1.4 percent increase (decrease) to the funded ratio.
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Inflation Rate Sensitivity

The following analysis looks at the change in the June 30, 2018 plan costs and funded ratio under two different
inflation rate scenarios, namely assuming the liability inflation rate is 1 percent lower or 1 percent higher than
the current valuation inflation rate assumption of 2.50%, while holding the discount rate fixed at 7.0%. This
type of analysis highlights the impact on the plan of increased or decreased inflation of active salaries and retiree
COLAs over the long-term.

As of June 30, 2018 Curren;altréflatlon -1% Inflation Rate +19% Inflation Rate
a) Accrued Liability $2,691,124 $2,504,685 $2,834,964
b) Market Value of Assets $1,969,853 $1,969,853 $1,969,853
¢) Unfunded Liability $721,271 $534,832 $865,111
(Surplus) [(a)-(b)]

d) Funded Status 73.2% 78.6% 69.5%

A decrease of 1 percent in the liability inflation rate (2.50 percent to 1.50 percent) reduces the Accrued Liability
by 6.9 percent. However, a 1 percent increase in the liability inflation rate (2.50 percent to 3.50 percent)
increases the Accrued Liability by 5.3 percent.

Maturity Measures

As pension plans mature they become much more sensitive to risks than plans that are less mature.
Understanding plan maturity and how it affects the ability of a pension plan to tolerate risk is important in
understanding how the plan is impacted by investment return volatility, other economic variables and changes
in longevity or other demographic assumptions. One way to look at the maturity level of CalPERS and its plans
is to look at the ratio of a plan’s retiree liability to its total liability. A pension plan in its infancy will have a very
low ratio of retiree liability to total liability. As the plan matures, the ratio starts increasing. A mature plan will
often have a ratio above 0.60 to 0.65. For both CalPERS and other retirement systems in the United States,
these ratios have been steadily increasing in recent years.

Ratio of Retiree Accrued Liability to

Total Accrued Liability June 30, 2017 June 30, 2018
1. Retired Accrued Liability 967,293 931,040
2. Total Accrued Liability 2,527,628 2,691,124
3. Ratio of Retiree AL to Total AL [(1) / (2)] 0.38 0.35

Another way to look at the maturity level of CalPERS and its plans is to look at the ratio of actives to retirees. A
pension plan in its infancy will have a very high ratio of active to retired members. As the plan matures, and
members retire, the ratio starts declining. A mature plan will often have a ratio near or below one. The average
support ratio for CalPERS public agency plans is 1.25.

Support Ratio June 30, 2017 June 30, 2018
1. Number of Actives 6 4
2. Number of Retirees 9 8
3. Support Ratio [(1) / (2)] 0.67 0.50
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Actuarial calculations are based on a number of assumptions about long-term demographic and economic
behavior. Unless these assumptions (e.g., terminations, deaths, disabilities, retirements, salary growth, and
investment return) are exactly realized each year, there will be differences on a year-to-year basis. The year-
to-year differences between actual experience and the assumptions are called actuarial gains and losses and
serve to lower or raise required employer contributions from one year to the next. Therefore, employer
contributions will inevitably fluctuate, especially due to the ups and downs of investment returns.

Asset Volatility Ratio (AVR)

Plans that have higher asset-to-payroll ratios experience more volatile employer contributions (as a percentage
of payroll) due to investment return. For example, a plan with an asset-to-payroll ratio of 8 may experience
twice the contribution volatility due to investment return volatility than a plan with an asset-to-payroll ratio of
4. Shown below is the asset volatility ratio, a measure of the plan’s current contribution volatility. It should be
noted that this ratio is a measure of the current situation. It increases over time but generally tends to stabilize
as the plan matures.

Liability Volatility Ratio (LVR)

Plans that have higher liability-to-payroll ratios experience more volatile employer contributions (as a percentage
of payroll) due to investment return and changes in liability. For example, a plan with a liability-to-payroll ratio
of 8 is expected to have twice the contribution volatility of a plan with a liability-to-payroll ratio of 4. The liability
volatility ratio is also shown in the table below. It should be noted that this ratio indicates a longer-term potential
for contribution volatility. The asset volatility ratio, described above, will tend to move closer to the liability
volatility ratio as the plan matures.

Contribution Volatility June 30, 2017 June 30, 2018
1. Market Value of Assets $ 1,902,399 $ 1,969,853
2. Payroll 362,490 295,354
3. Asset Volatility Ratio (AVR) [(1) / (2)] 5.2 6.7
4. Accrued Liability $ 2,527,628 $ 2,691,124
5. Liability Volatility Ratio (LVR) [(4) / (2)] 7.0 9.1
6. Accrued Liability (7.00% discount rate) 2,603,061 2,691,124
7. Projected Liability Volatility Ratio [(6) / (2)] 7.2 9.1
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Hypothetical Termination Liability

The hypothetical termination liability is an estimate of the financial position of the plan had the contract with
CalPERS been terminated as of June 30, 2018. The plan liability on a termination basis is calculated differently
compared to the plan’s ongoing funding liability. For the hypothetical termination liability calculation, both
compensation and service are frozen as of the valuation date and no future pay increases or service accruals
are assumed. This measure of funded status is not appropriate for assessing the need for future employer
contributions in the case of an ongoing plan, that is, for an employer that continues to provide CalPERS
retirement benefits to active employees.

A more conservative investment policy and asset allocation strategy was adopted by the CalPERS Board for the
Terminated Agency Pool. The Terminated Agency Pool has limited funding sources since no future employer
contributions will be made. Therefore, expected benefit payments are secured by risk-free assets and benefit
security for members is increased while funding risk is limited. However, this asset allocation has a lower
expected rate of return than the PERF and consequently, a lower discount rate is assumed. The lower discount
rate for the Terminated Agency Pool results in higher liabilities for terminated plans.

The effective termination discount rate will depend on actual market rates of return for risk-free securities on
the date of termination. As market discount rates are variable, the table below shows a range for the hypothetical
termination liability based on the lowest and highest interest rates observed during an approximate 2-year period
centered around the valuation date.

Hypothetical Unfunded Hypothetical Unfunded
Market Termination Funded Termination Termination Funded Termination
Value of Liability2 Status Liability Liability'-2 Status Liability
Assets (MVA) @ 2.50% @ 2.50% @ 3.25% @ 3.25%
$1,969,853 $5,185,175 38.0% $3,215,322 $4,675,249 42.1% $2,705,396

! The hypothetical liabilities calculated above include a 5 percent mortality contingency load in accordance with Board policy.
Other actuarial assumptions can be found in Appendix A of the Section 2 report.

2 The current discount rate assumption used for termination valuations is a weighted average of the 10-year and 30-year U.S.
Treasury yields where the weights are based on matching asset and liability durations as of the termination date. The
discount rates used in the table are based on 20-year Treasury bonds, rounded to the nearest quarter percentage point,
which is a good proxy for most plans. The 20-year Treasury yield was 2.91 percent on June 30, 2018, and was 2.83 percent
on January 31, 2019.

In order to terminate the plan, you must first contact our Retirement Services Contract Unit to initiate a
Resolution of Intent to Terminate. The completed Resolution will allow the plan actuary to give you a preliminary
termination valuation with a more up-to-date estimate of the plan liabilities. CalPERS advises you to consult with
the plan actuary before beginning this process.
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Participant Data

The table below shows a summary of your plan’s member data upon which this valuation is based:

June 30, 2017

Reported Payroll $ 362,490
Projected Payroll for Contribution Purposes $ 394,662

Number of Members

Active 6
Transferred

Separated 10
Retired 9

List of Class 1 Benefit Provisions

This plan has the additional Class 1 Benefit Provisions:

e One Year Final Compensation (FAC 1)

June 30, 2018

295,354
320,397

12
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Section 2

CALIFORNIA PUBLIC EMPLOYEES’ RETIREMENT SYSTEM

Section 2 may be found on the CalPERS website
(www.calpers.ca.gov) in the Forms and
Publications section
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BIGHORN DESERT VIEW WATER AGENCY STANDING COMMITTEE
FINANCE/PUBLIC RELATIONS/EDUCATION/PERSONNEL
AGENDA ITEM SUBMITTAL

Meeting Date: November 20, 2019

To: Board of Directors Budgeted: N/A
Budgeted Amount: N/A
Cost: N/A
Funding Source: N/A
From: Marina D. West General Counsel Approval: N/A

CEQA Compliance: N/A

Subject: Discuss Possible Implementation of Water Consumption Usage Tiers

SUMMARY

RECOMMENDATION
Provide direction to staff on the possible implementation of water consumption Tiers.

BACKGOUND/ANALYSIS

PRIOR RELEVANT BOARD ACTION(S)
None
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BIGHORN DESERT VIEW WATER AGENCY STANDING COMMITTEE
FINANCE/PUBLIC RELATIONS/EDUCATION/PERSONNEL
AGENDA ITEM SUBMITTAL

Meeting Date: November 20, 2019

To: Board of Directors Budgeted: N/A
Budgeted Amount: N/A
Cost: N/A
Funding Source: N/A
From: Marina D. West General Counsel Approval: N/A

CEQA Compliance: N/A

Subject: Review of Existing and Proposed Organizational Chart for Future Adoption

SUMMARY

The Organizational Chart has not been updated since 2015. Several changes have occurred
since 2017 which would suggest the Organizational Chart is outdated. General Manager is
proposing to modify the Organizational Chart to more closely align with actual assignments as
they exist today.

RECOMMENDATION

Provide direction to staff on proposed changes to the Organizational Chart.
BACKGOUND/ANALYSIS

No further information provided.

PRIOR RELEVANT BOARD ACTION(S)

9/19/2017 Motion No. 17-039 Motion authorizing part-time employment with Mr. Gary Sturdivan,
Certified Emergency Manager, in a position title of Grant Manager, to develop and submit applications
for an update to our Hazard Mitigation Plan and a planning grant for pipeline projects defined in the

existing plan; and to authorize an update to the Agency Organizational Chart adding the identified
position.
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Q}‘ ' BIGHORN-DESERT VIEW WATER AGENCY

Olg “To provide a high quality supply of water and reliable service to all customers at a
fair and reasonable rate.”

o8
2. D 4 Finance/Public Relations/Education and Personnel

(y?‘@}? G@ . . . .
L AGS Standing Committee Meeting Minutes
Committee Members: President McBride & Director Coulombe

BOARD MEETING OFFICE September 18, 2019
1720 N. CHEROKEE TR. Time —9:00 A.M.
LANDERS, CALIFORNIA 92285

Call to Order
President McBride called the meeting to order at 9:02 A.M.

Pledge of Allegiance

Led by

Roll Call

Directors: Michael McBride
Larry Coulombe

Staff: Marina West

Seth Kish

Approval of the Agenda
President McBride and Director Coulombe approved the agenda as presented.

Consider Recommending a Budget Adjustment to Pay the CalPERS “Side Fund” in FY2019/20 Saving the
Agency Approximately $18,775 in Interest
General Manager West gave her report. The Agency’s total unfunded pension liability for the
Miscellaneous Classic Member is compiled from CalPERS “Schedule of Plan’s Amortization Bases”. This
unfunded pension liability is projected to be $736,086.00 as of June 30, 2019. During the Agencies audit
process, the Agency’s accountant consultant noted that if the “Side Fund” was paid off now, it would
save the Agency the 7% interest charges on that fund applied over time. The Committee asked questions
and requested the item be brought back to the next FPREP Committee meeting for further review.
No public comment
Consent items

a. FPREP Committee Special Meeting Minutes, July 17, 2019

No Public Comments

President McBride and Director Coulombe approved the minutes as presented.

September 18, 2019 FPREP Committee Meeting Minutes
Page 1 of 2

Page 123 0of 124



Public Comment Period
No public comment
Verbal Reports

No Verbal Reports

Adjournment - President McBride adjourned the meeting at 10:18 A.M.

Approved by:
)

Michael McBride, Committee Chair

September 18, 2019 FPREP Committee Meeting Minutes
Page 2 of 2
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