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Limitations

To prepare this analysis, information from the participating agencies, which is cewkiolée
accurate and reliable, served as the primary reference source. CIP information detailed by each
agency, such asgject cost data, was not subjected to an accuracy review nor was it

independently verigd.
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1. Executive Summary

The Bay Area Water Supply and Conservation AgeBAWSCA was formed in2003via
legislative action (AB 2058) to represehe water interests 0f26 memberagencies in

Alameda, Santa Clara, and San Mateo Counti&eh member agency purchases water supplied
by the San Francisco Regional Water System (SF RW8&l)ectively, BAWS@ agencies
purchase roughly twahirds of the watersuppliedby the SF RWand payoughly twothirds

of the costs to operate the SF RWS.

BAWSCA is the only entity having the authority to directly represent the needs of the cities,
water districts ad private utilities (wholesale customers) that depend on the SF RWS.
BAWSCA is also the only entity having the authority to perform regional water supply
reliability planning on behalf of its member agencies.

BAWSCA nember agencies have letgyrm contracts for water with the City/County of San
Francisco (San Francisco). T®&n Francisco Public Utilities Commission (SFRipE)ates the
SF RWS BAWSCA provides thevehicle for member agencies work with SFPUCon an
equal basis.

In large fart due to thar reliance on the SRWScoupled with their revenue commitments,

is critical that the wholesale customehave a welmaintainedand efficientvater supply

system This objective leads them tpay attention to the capital improvements trere

proposed and implementeloly the SFPUCBAWSCAmoni t or s and participat
capital planning process to represent the interestshafwholesalecustomers of the regional

water system.

In 2018 BAWSCAbeganworking with the SFPUC staff on amendments to the 2009 Water
Supply Agreement (WSA) i n pl &hateffoivwas dompkted UCOS s

in early 2019. An updated and restated WSA (also termed the 2019 WSA) was executed by all
parties(SFPO and BAWSCAGOs Member AgGeameamenttette of Au
2009 WSArequires the SFPUC to formally engage BIA WS CA during t he SFPU!
development of its 1§ear CIP.The BAWSCA Capital Improvement Planningi@parison

Sudy (Study)serves a an initial contribution to the upcoming E821-2030 update to the CIPs

covering the regional water system (Water Enterprise CIP and Hetch Hetchy Water CIP).

ThisSudy summarizes the capital planning processes in place at the SFPUC and at other water
swppliers (participating agencies) to identify best practices for capital planning processes. The
Sudy was conducted through a review of CIP documents as well as interviews with staff from
participating agencies SpringSummer2018
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Selection of Part icipating Agencies

Nine water suppliers, including SFPUC, were selected for participation ifiloy. This

number is smaknough to be manageable yet large enougtraaww meaningful comparisons.
Selection factors included size of agency, services provided, geographic location, and customer
types (i.e., retaibnly, retail wholesale mix, etc.).

Typical CIP Content and Development Process

CIPs are typically designed toanh the reader often policylevel decision makerspout
upcoming projects to be initiated within a set planning horizon (typically 10 years or less).
Moreover, CIPs often include greater detail on sht@tm work efforts planned for the first
one to two years of the planning horizon. CIP development involves working with staff to
identify priorities, engaggwith stakeholderghrough outreachfactoring in regulatoryequired
work, and considering financial limitations.

Sideby-side comparisons of thefforts of the nine participating agenciesr& conducted to
identify similar practices as well as unique or noteworthy approaches in CIP development.

Key Observations

Overall,the udy found that the SFPUCDO® gdocpmerdatiani ces f ¢
were consistent with tie other participating agencie§F PUCd6s CI P i s devel opect
with the following best practices:

1. Water utilities develop their CIPs in close coordination with the shtatm budgeting
and longterm fiscal planning processesd

2. A variety of methods are used to identify needs and assess priority of projects. The final
selection of adopted plan elements results from input from management review teams,
governing body guidance, and stakeholder invobrém

Recommendations

BAWSCA recommends the SFPUC consider the following enhancemettis i/ater
EnterpriseCIPand Hetch HetchyWater CIPdevelopment, documentation and decisimaking
processes:

1. Document the adopted biennial CIP information in a form at that can serve
as a stand-alone, publicly available report. The documentoulddiscuss the capital
planning process, identify high priority elements of the ad present projectevel
details (including Priority 3 projects not in the adopted spegdtan). Features of this
documentation could follow the Draft Biennial CIP report contents on regional water
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system projects required under the new Wholesale Customer Watep@yAgreement
(WSA) amendment.Specifically, it would provide project desdrgms and justifications,
details on asset classification plans, project implementation schedules by phases, and
budget information at a project levels well as program rolip including projected
inflation factor(s) assumed

2. San Franciscprepares anew 10-year CIP once every two yeardAt the end of the first
yearof a 18year CIRa midcycle update is performedA stand-alone, publicly
available document should be produced for each mid -cycle CIP. The document
could be more focused thathe biennial reportSFPUC prepares for a new 4@ar CIR
limiting the discussion to any substantial changes in the proposed projects. Specific
features otthis documentation could follow thdraft mid-cycle CIP report contents on
regional water system pjects required under theipdated and restated WSAThe
WSA CIP amendment calls for tltkscussion of any material changes proposed to
projects found in the 10rear CIP. Further, it requires the SFPUC to detailyan
increasego the cost ofanyCIP project by more than 10%ny ncreasesn the
schedule of ClProjectsby 12 calendar months or greatesind possible impacts of
changes to CIP projectsontt@eF PUCG6 s a b itsIRW$Lgvel bfGervite 6dals
and Objectives.

3. Actively engage BA WSCA 0 svolvement early in the CIP development
process prior to the official draft review required by the updated and
restated WSA. This may include sharing early drafts of CIP spreadsheets/budgets
coupled with meetings to discuss projects and prioritizat

4. Reformat project data sheets to include a narrative on current project status
(e.g., phase, construction percent complete, major milestone achieverkegts
refinements to scope

5. Add details to project data sheets on significant  subprojects (e.g. basic
description of work, planned duration of work, and estimated budget).

6. Look into a qualitative -style prioritization system to augment the Priority 1,
2, and 3 project priority classifications and the failure risk matrix currently
used. Thiscouldgive a better sense of the factors considered in the project
prioritization process. It may be based on the criticality ranking process used in
developing the FY201BY2028 CIP.

7. Perform an analysis comparing recently completed CIP projects with similar
projects in the proposed CIP to assess if the level of effort and scheduling for
the proposed projects are consistent with actual capabilities. Selected large
projects and aggregated small projects would be used in this metric. Alse, cost

P as@ e



estimating accuracy ranges would be identified to acknowledge the potential variability

of costs when projects are in the pyglanning through the design stages of development
versus later stages of project implementation.

The above recommendations, if implented, would result in a CIP that is more transparent

and easier to support. Having greater detail for each CIP project, including cost breakdowns by
project stage, schedule information, prioritization decisions, etc. would enable BAWSCA to
morereadily® al uate the CIlIP&s appropriateness.

Bay Area Water Suppl yPakeConser



2. Introduction

BAWSCAGs I nterest in CapitfaatheSFRWS6ovement Pl an

The Bay Area Water Supply and Conservation AgeBAWSCA was formed in2003via
legislative action (AB 2058) to represethe water interests of 26member agencies in

Alameda, Santa Clara, and San Mateo Counti&eh member agency purchases water supplied
by the San Francisco Regional Water System (SF RW8&l)ectively, BAWS@ agencies
purchase roughly twahirds of the watersuppliedby the SF RW&and payoughly twothirds

of the costs to operate the SF RWS.

BAWSCA is the only entity having the authority to directly represent the needs of the cities,
water districts ad private utilities (wholesale customers) that depend on the SF RWS.
BAWSCA is also the only entity having the authority to perform regional water supply
reliability planning on behalf of its member agencies.

BAWSCA member agencies have legegn contracts for water with the City/County of San
Francisco (San Francisco). T®&n Francisco Public Utilities Commission (SFRip€)ates the
SF RWS BAWSCA provides the vehicle for member agencies to work with SFPUC on an
equal basis.

In large fart due to thar reliance on the SRWScoupled with their revenue commitments,

is critical that the wholesale customehave a welmaintainedand efficientvater supply

system This objective leads them tpay attention to the capital improvements trere

proposed and implementelly the SFPUCBAWSCA provides the ability for the customers of

the regional water system to work with the SFPUC in its capital planning process. A recent
amendment to the Water Suppl guerdightofthe ment f or ma
development animplementationof SFPUC&6s CI1 P

Original CIP Review

In 1997, the Bay Area Water Users Associati@AWUA) a nonprofit organization
representing San Fr anc ipeecdedBAWSCAassuedrapore cust om
et itled OReview of the San Fr-¥YearCapgat o Publ i c U
Improvement Program (1993 2007) for the Water Enterprise . A compari son of t
September 1996 draft of the San Francisco Water Enterprise CIP with CIPs from five other

west coast water agencies avell aghe San Francisco Clean Water Enterprise was nagle

part of that Sudy. Plan elements such as project depment, cost estimating practicesd

level of project detail were compared.

As documented ilB A WS C A 8 gepdrt9itdvds found that the Water Enterprise CIP
contained the basic elements common to all the plans reviedvadlescription of the projects,
project scheduleand summay of the financial impacts. Recommendations to better serve the
decisionmaking process werpresented. The status of the current Water Enterprise Gifd
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Hetch Hetchy Water ClRelative to those original recommendations is summarized in Table
2.1.

Note that the SF RWS CIP includes a Hetch Hetchy Water component as wellBay Area
(Water Enterprise) component The Study considers both components in its review.

Bay Area Water Suppl yPaeConser



Table 2.1: Status of Incorporating 1997 Comparison Report
Recommendations

Recommendation *

Current CIP Status for Water Enterprise &
Hetch Hetchy Water

Define a project priority system. As a minimum
a means of distinguishing mandatory activities
should be developed.

Uses a devel systenwith mandatory projects as
the highest priority A risk of failure matrix is used
to inform the process.

Add projects as needed to cover capital

expenses in the following areas:

(1) Programmatic projects

(2) Facilities maintenance projects

(3) Major activities fronthe Water Department
CIP project list (including studies which wil
result in recommending future capital
expenditures)

(4) Major equipment purchases

Uses ongoing condition assessment, asset
management evaluatigramergencyreparedness
plans,and master plamng efforts to identify
candidate CIP projects. Planning objectives have
been formally adopted by the SFPUC Commissiol
and are referred to as the Level of Service (LOS)
goals.

Add a section on plan implementation to discu

issues in the following areas:

(1) Staffingresource needs to support the plan

(2) Constraints to the CIP (e.g., significance o
current capital pr o

Uses a quarterly reporting system to inform the
SFPUC Commission, stakeholders, and the publig
about progress on the@dopted CIP. Prograswide
and projectlevel accomplishments as well as curre
issues and challenges are discussed. Topics inclu
budget and schedule status, andhere appropriate
staffing level projections.

Revise project description sheets to incluthe

following information:

(1) Quantify the cost estimating accusac

(2) Note the service implications/benefits of th
project and any expected consequences
resulting from delay in the project

(3) Note the operational implications and
benefits of the project

(4) Note the project beneficiaries (e.g., Retail
system versus Wholesale system)

(5) Organizational unit responsible for the
project

(6) Link project descriptions (e.g., schedule,
cost, status) to UEB project tracking syster

Project descriptionsheets have beemodified and
include
(1) Cost estimating accuracy stated in State of
the Regional Water System Report
(2) Project justification narrative added
(3) Operating impact narrative added
(4) Organization type added (e.g., regional wat
local water, programmatic, HetdHetchy
water)
(5) Enterprise group noted (e.g., Water, Hetch
Hetchy)
(6) Major projects (generally over $5M) tracked
in P6 project control system

Depict all studies that will lend definition to
future capital projects, regardlesswhetherthe
study costs are gatalized in the CIP

Water Enterprise: Uses programmatic account for
water resource planning amatoject accounts for
studies specific to various asset classifications

Hetch Hetchy:studies included in projects.

* Jean M. Gardner

2007) for Wat er

0 Re v i e wcisod PuldlidhUtilitieS €ommissieveBerCapital Improvement Program 1997
t he Enterpriseo,

Prepared for the
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Current CIP Involvement

Beginning in 2017, teFPUQprovided BAWSCA with an opportunity to review and comment
on its 10-year CIPwhile it was undedevelopment. As part of that effort, BAWSCA
recognized thatonstructive input to the SFPUC processquired a better understanding of
how other water agencieprepare and summarize their capital plans. Doing so could identify
enhancements of potential use to the SFPUC.

Recently, BAWSCAand the SFPUC completed negotiations on an amendmethtet@009
WSA. Theamendment or mal i zes BAWSCAG&SFP&ERLOGagdmert opmen|
10-year ClPfor the SF RWS and oversight 6P implementation

It should be noted that BAWSCA does not contend that SFBUEIP development efforts are
insufficient or requiresubstantiamodification. It shouldalso be noted thathis documentis

not meant to bea benchmarking study. Given inherent agency differences, the information
presented in thiSudy should not be used to evaluate and rank SFPUC against the participating
agenci es (Rater BAWSOA hapes that tis Sudy serves as asefultool in helping

the SFPUC refindts capital planning practicas the future

Comparison Methodology

This Sudy compiles CIPs from a variety of water suppliers and compares their practices. CIP
documents were reviewed and discussed in interviews witheach part pat i ng agency?d
membes. This section of the report provides a broad overview of the methods employed.

Details on which agencies were selected for edy and participating staffre provided in

Section3.

A diverse group of agencies was sl for thisSudy to gain from their varied practices.

Their practices reflect their unique circumstances, which include their locations, size, and
services provided in addition to water supply. Once agencies agreed to participate, they were
asked to povide written documentation that detailed their most recent CIP efforts.

Interview questions were developed to gairbetter understandingfdiow ClPsare prepared

by the particulamwater agency. Agencies interviewed include thos there similar to SFPUC

(in that they serveboth retail and wholesale customers) as well as those that provided only
retail services. The information collected from interviews with agency staff was combined with
data retrievel by reviewing publicly available documents. The information was then
summarized in table format to better allow for sithg-side comparisons.

In addition to reviewing how each agency approaches CIP developme&utheattempts to
identify, through he review detailed above, if there are aspecificcomponents, activities or
actions an agency incorporates into the CIP preparation protiessenhance documentation
and/or communication of CIP decisiomaking Those of interest are called out if theye of
potential merit to others, including the SFPUC

P a@ e



Report Organization

The remaining sections of th#ocument hae been organized to preseitbhe rationalefor
selectingagencies to be included in ti@udy (Section 3).Section4 of the report compaes
information oncommon features ofhe selectedCIPswith the current CIPrepared forthe
SF RWS.Section 5identifies key findings includingeful CIP components that mayeb
considered for incorporating into future CIPs prepared by the SFPUC.

Appendices to this report preserdgdditional supporting informatioabout the participating
agenciesDetailed background information on the compared agencies and their CIP
development processas provided Examplesare also provided to display a variedf
presentation formats for common content topics (e.gdividual project descriptions,
project/programsummary listsplan prioritization method$.
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3. Participating Agencies

Selection of Participating Agencies

Proper selection oparticipating agencies was a critical first step for this comparison. Following
several discussions with the project team, the following conclusions were reached

1 The number of agencies selected had to be manageable
o Not more than 10 agencies
1 The numberof agencies selected had to be meaningful
o0 There needed to be more than 5 agencies taking part to properly compare
1 There should be a sufficient numberBdy Area agencies taking part, allowing for a
regional comparison to be made
1 There should be a suffent number of agenciesutside the Bay Aretaking part,
allowing for geographic contrasts, if any, to deserved.
1 There was a desire to focus mostly on California agencies, with a recognition that one
to two out-of-state agencies would be appropriatert a contrast perspective
1 Agency size and scadbould be considered
o Care was taken to select agencies that could be considered mid to large size in
scale
o Care was taken to select agencies that had varying degrees of geographic reach
1 Agency serviceshould be considered
o All agencies were to be water providers (either at a retail or wholesale level)
o Not all agencies needed to providee same serviceSFPUC providegower,
water andwastewatefstormwater services)
0 Some agencies showdrve both retail and wholesale water customers

BAWSCAstaffserved as the inil contact with the ageciesto secure their participation.The
selected agencies are all located in the western region of the United States (see Figure 3.1).
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Figure 3.1
CIP Comparison Report Participating Agencies

= |
Legend
1 = Contra Costa Water District
2 = East Bay Municipal Utility
District -
3 = Las Vegas Valley Water District
4 = Los Angeles Department of
Water and Power
5 = Metropolitan Water District of
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6 = San Francisco Public Utilities
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7 = Santa Clara Valley Water | A
District
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9 = Western Municipal Water Sii
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In keeping with theselectiongoals identified earlier in this secticad| the participating agencies
provide water service to either wholesale or retail customgos both. In some cases, agencies
provide multiple services such as wastewater, power, or other, which is particularly true of
cities. Profiles of each of the participating agencies are summarized in Jabkaditional
information on thecapitalimprovementplans for each of the nine agencies are provided in

Appendices A through | of this report.
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Table 3.1: Agency Profiles

Features CCWD EBMUD LADWP LCCWD MWDSC SFPUC SCVWD SPU W MWD
General
: Portions of L , Significant San Francisco, CA, San Mat .
. Portions of Alameda and Primarily the City| - Las Vegas, portions of County, CA and portions of Santa Clara Seattle, WA and| . Portlon of
Service Area Contra Costa of Los Angeles, NV and Riverside County
County. CA Contra Costa CA suburbs Southern Santa Clara andlameda County, CA suburbs CA
Y. Counties, CA California Counties,CA
Government Form District District City District District City District City District
Services Provided
Water v’ v v’ v v’ v’ v’ v’ v’
Wastewater —_ v'< —_ —_ — v~ —_ v~ —
Power —_ —_ v~ —_ —_ v —_ —_ —_
Stormwater —_— —_— —_— —_— —_ v —_— v —_
Flood Protection —_— —_— —_— —_— —_— —_— v~ —_— —_—
Refuse —_— —_— —_— —_— —_ —_ —_ v —_
Technology — — — — —_— — — —_— —_
Water Service Info
Water Sales (MGD) 142 139 446 299 1,298 240 268 130 66
# of Retail Accounts 201,000 382,114 681,000 375,000 — 175,000 — 200,000 82,000
# of Wholesale 6 _ _ _ 26 27 13 19 3
Customers
SF‘E(;‘F’)'S; {?Orﬁa 500,000 1,400,000 4,000,000 1,400,000 19,000,000 2,700,000 1,900,000 1,400,000 1,030,000
Water CIP Info
Planned Expenditurey $1,030,000,000| $1,690,000,000| $6,600,000,000 | $616,000,00¢ $514,500,000 $2,635,900,000 $2,496,000,000| $531,176,000 $28,843,497
Expenditure Plan 10 5 10 10 2 10 15 6 5
Horizon
Average Annual
Expenditures $103,000,000 $338,000,000 $660,000,000 | $61,600,000 $257,250,000 $263,359,000 $136,300,000 $88,529,333 $9,768,699
Number of Projects 48 97 — —_ 345 108 61 59 83
Average Annual Costs ¢ 145 g3 $3,484,536 — —_ $745,652 $2,440,648 $8,183,607 $1,500,497 $117,695

per Project
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Agency Resources

As noted previously in this document, aside from a review of eaygng ACHs and associated
documents, a key component of tf&udy was to interview one or more individuals at each
agency that played a key role in CIP preparation. Tal#dists those contacts

Table 3.2: Participating Agency Contacts

Agency Contact
Marguerite Pak

CCWD Special Assistant to the General Manager
Date Interviewed May 24, 2018
Xavier Irias

EBMUD Director of Engineering and Construction

Date Interviewed May 23, 2018

Laura Jacobsen, Manager, Planningibn

LVVWD NassDiallo, Senior Civil Engineer

Date Interviewed May 23, 2018

Eloy PerezCivil Engineering Associate/Capital Improvement
Program Group Supervisor, Water Engineering Technical Seryv
Division

Date InterviewedJune 5, 2018

Lisa StRegis, Budget Manager

MWDSC Tobin Tellers, Engineering Planning Manager

Date Interviewed May 23, 2018

Steve RitchieAssistant GM, Water Enterprise

Dan Wade Director, Water System Improvement Program
Chris Nelson,Manager, Water Supply & Treatment

SFPUC Michele Novotny, Senior Water Analyst and BAWSCW/aison
Alexis Dufour, LongTerm Vulnerability Project Manager, Water
Enterprise

Date InterviewedMay 11, 2018

Katherine Oven, P.E. Deputy Operating Officer

Beth Redmond, Capital Program Planning andy&rsgaUnit

LADWP

SCVWD
Manager
Date Interviewed June 8, 2018
Alex Chen, Planning Program Management Division Director,
SpU Water Line of Business

Joan Kersnar, P.E., Drinking Water Planning Manager
Date Interviewed May 24, 2018

Tim Barr, DeputyGeneral Manager

W MWD Susie Aguilar, Senior Management Analyst

Date Interviewed May 21, 2018
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Table 3.3 lists the specific documents reviewed for each of the nine agencies surveyed in this
Sudy. All of the documents summarized cle found online, although nall websites

contained the most wpo-date versions of the respective agen&€H. Further, some agency
websites are more intuitive than othersaking it easier to finthe documents

Table 3.3: Agency Bibliography

Agency Reference(s)

CCWD Ten Year Capital Improvement Program for Fiscal
Years 2012028

Biennial Budget, Fiscal Years 2018 & 201®lume 1

EBMUD Capital Project SupplemeadtMaterialFiscal Years

2018 & 2019 Volume 2

Capital Improvements Plan 2017

SUARRID Operating andCapital Budget 2019

L ADWP Water System TerYear Capital Improvement
Program for the Fiscal Years 202019

MWDSC Capital Investment Plan Appendi¥iscal Years

2018/19 and 2019/20

Commission Presentation: Biennial Budget FY 201
19 and FY201920, Water Enterprise

SFPUC Commission Presentation: Biennial Budget FY 201
19 and FY 20120, Hetch Hetchy Water

State of the Regional Water System Report 2018
FiveYear Capital Improvement PrograéFY 2019

SOUIID 23 (2-27-2018 DRAFT)
SpU City of Seattle20182023 Adopted Capital
Improvement Program
W MWD Staff ReportDRAFTFiscal Year 202018 Capital

Spending PlaBummary andisting(5-15-2017)

* In 2019 LADWP prepared a CIP for Fiscal Year2@ZBL9However, as tilecument was prepared to summarize
what was available for review and consideration in@€dt8d informatidrom 2019is not included in this document

It should be noted that some agencies may have other documents that are integral to their
respectie CIPs. For example, facility master plans, condition assessments, and financial policies
support the development of CIPs. However, for purposes of igly, only the documents

that wereidentifiedas the CIP were reviewed.
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4. SideBy-Side Comparisons

Typical CIP Content and Development Process

This discussiorprovides a general overview of what CIPs typically include and how G#Ps ar

typicalyy developed CIPs are designed to contain information that allows the reader to

understand whatworkisspcomi ng i n the ClIPO6s planning hori
They do so by providing descriptions of major work proposed coupled with information

detailing how that work will be paid for. Ofte€IPs include greater focus on the short term

(first one to two years of a CIP), and lesser focus moving beyond that short.term

Capital improvement planning is fundamental to any water suppglif?senable water

suppliers to ensure that sufficient capacity is available to mestoicier demands. In addition

to their engineering significance, capital improvement plans are used to set rates and capacity
charges that will generate sufficient revenue to cover the cost of capital improvement

CIP Typical Elements

Most CIPs includehte following features:

A listing of capital projects, equipment, and major studies

A ranking of projects

A financing plan

A timetable for the construction or completion of project(s)
Project justification(s)

A classification, itemization and explanatadrproject expenditure

= =2 =2

Steps in the CIP Development Process

Water agenciegienerally follow specific steps when preparing a Elure 4.1 illustrates the
typical flow of work to createa CIP (see Figure 4.1)

! "Capital Improvement Plans 101", Charlie Francis, May 10, B€p86;//opengov.com/article/capitahprovement
plans101
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Figure 4.1: Typical CIP Development Sequence

Step 1: Organizing the CIP

AA lead department, often a public works section or engineering
division, is assigned for CIP development effort.

ACommittee often formed with representatives from key
divisions.

ACommittee develops and agrees to CIP calendar, standard
project forms, and prioritization process.

Step 2: Identify Projects and Funding Options

AProjects identified through means such as capital needs studies,
facility damage assessments, regulatory requirements, and rate
payer feedback.

AProjects ranked or grouped based upon priority.

AFinance department considers funding availability and financjis
mechanisms and adjust prioritization accordingly

Step 3: Prepare and Recommend a CIP and Budget

ASelected projects, timelines, and financing summaries compiled

AFinal Draft CIP presented to internal decision makers and
elected officials or other external decision makers

ACIP often presented with budget workshops for stakeholders
and elected officials.

Step 4: Adoption of the CIP and Capital Budget

AElected officials adopt annual ordoinual capital budget,
typically funding only those efforts that will be implemented in
the nearterm

AAdoption may include approval of a bond financing plan and
authorization of project expenditures.
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Minimum Requirements

ClIPsshould ideally meet certain minimum requirements

1 Providegoverning bodiewith sufficient information for adopting the CIP.

91 Provide engineers with sufficiemformation to design and install infrastructure that
provides a reliable water supply that meets regulatory requirements at a reasonable
cost.

1 Provide rate payers and other stakeholders with sufficient information to understand
the need for the capital iprovements and accept the rates and capacity charges needed
to fund the capital costs. Understanding leads to acceptandavill reduce challenges.

This report wild.| hi ghl Clgdare pagicularippucceed ato f wher e
meeting these requiremest

Although there are common engineering functions (e.g., source of supply, purification, pumping,
transmission, distribution, storage) shared by water suppliers, each water supplier prepares its
capital improvement plan taddress its specific needs, which includes the format of the
document in which the results are brought forward for public review and adoption. The format
can range from higlevel summaries with general information for the benefit of the public to

very cetailed compendiums of project information and supplemental support dentsn

The final capital improvement program serves not only to gtideagencyn subsequent
planning and project delivery but also becomes part of the administrative recordttorgse
rates. Although no consistent industry standard emerges from the variety in these excerpts,
capital improvement plans could be expected to address certain concerns, such as:

Why are these projects included in the plan and not others?

What benefitsdo these projects provide?

What consequences could occur if these projects are not constructed?
How much do these projects cost?

How are they going to be funded?

Who is going to pay for these projects?

What is the status of previously approvedpital projecs?

= =224

Table4.1and Tabled.2illustratethe variety of approaches to these tigal CIP features for plan
contents and development processes used byghsdicipatingagencies.

P a2d &



Table 4.1: Comparison of Capital Improvement Plan Contents
CEIENEE Capitalizes
Project Justification / Cost Operating Staffing Financial Major prtat
Agency L ; : Schedule : : Planning
Description Benefits Estimate Cost Impacts Impacts Analysis Equipment :
Studies
Expenses
CCWD v’ v~ Current dollars v’ v~ v’ v’ v~ v’
EBMUD v’ v~ Current dollars v’ v Igﬁggsfl v v’ v’
LVVWD Aggregated by v~ Current dollars agil:/r(;enrtol':e\::ts In annual budget In annual In annual v v’
major category IiEt J J budget budget
Approved in the
Current EY annual budget
Aggregated by Current & ) process(but those In annual In annual
AR major category v escalatedlollars actlveligtrogram costs are not budget budget v v
incorporated into
the CIP)
In annual In annual
MWDSC v’ v~ Current dollars v’ v’ budget budget v’ v’
In annual Communication &
SFPUC* v v’ Current dollars v In biennial budget v’ SCADA & Security v
budget onlys**
Current & In annual
SewR v v escalatedlollars v v budget v v v
U S Water v’ v~ Current dollars v~ v’ Igﬁggg{il v’ v~ v~
L In biennial In biennial
WMWD v~ v Current dollars v’ In biennial budget budget budget v’ v~

*  LADWP tracks large (>$1M) project schedules and maintains an annual Priority List for those projects. Remaimhge@mjecitizethgependent on management staff decision(s)
** Reviewed CIPs for Water Enterprisef@@@and Hetch Hetchy \at
*** Capitalizes all equipment greater than $5& asdful life greater than 3 years

P a2d &=



Table 4.2: Comparison of Capital Improvement Plan Development Process

: : : P Project
Planning Primary Project Classification e : : Stated Cost Update :
Agency . Priority Project Ranking System Formal Adoption?
Horizon System Accuracy Cycle
System
. : Uses CIP update team Yes Annual(Biennial
CCWD 10 Year 10 programs (by function or major effort) 3 levels recommendations (quantitative) | starting in 2020) Yes
10 Yeas (formal Uses capital steering committee
EBMUD approval for 5 | 10 strategies (by key strategic plan objective Not stated P d g No Biennial Yes (part of biennial budget)
Years) recommendations
3 . . , Annual (near
LVVWD 10 Year (asset management, water quality protectior| Not stated Uses ongoing assessment proces No term projects) Yes (part of annual budget)
new facilities) Pro]
Priorities are set
by the CIP
4 degr?]lé% ?(?ili 1 Uses a developegroject ranking
LADWP 10 Year (infrastructure reliability, water supply, Withgthe ro'ec? system that includegrogram plans No As needed Yes (part of annual budget)
regulatory complianceandoperational suppoit e proj and committee recommendations
ranking system
(see adjacent
column)
Evaluation , L
MWDSC 10 Year 12. — criteria with risk Uses CIP evaluatllon team No Biennial _(near Yes (part of biennial budget)
(by goal or major objective) multiplier recommendations term projects)
7 8 Water Enterprised Regional Yes
SFPUC 10 Year 3 d Hetch Hetchy Water 3 levels Risk matrix and criticality ranking L Annual Yes
) . (quantitative)
(by function or major effort)
5 Priority ranking
SCVWD 15 Year , criteria (specific| Uses CIP groupecommendations No Annual Yes
(by function) :
to project type)
P U Water 6 Year 8 : 3 levels Selecpon criteria ranking and I!ne \ Y?S . Annual Yes
(by function) business lead recommendations| (quantitative)
WMWD 5 Year _ 7 _ Under Uses _mfrastructure planr_ung NoO Annual Yes
(by benefit type or major effort) development committee recommendations

* Reviewed CIPs for Water Enterprise (Regional) and Hetch Hetchy Water
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Detailed Side by Side Comparison

The following table¢Table 4.3 and Table 4.4ave been produced to provide a sidg-side
comparisonof the CIB prepared byach ofthe nine agencies thgiarticipated. They allow the
reader to quickly identify what certain agencies have in common and what is unique about a
particular agengc

CIPs are published in a variety of forms, which are briefly characteriZEabile 4.3 Four of
the CIPs are standlone documents and five are integrated with the budgets.

Table 4.3: Capital Improvement Program Document  ation

Agency CIP Document Format
CCWD Standalone detailed report.
EBMUD Part of budget with separate volume for projects.
LVWVD Part ofdistrict budget.
LADWP Standalone, higHevel summary report.
MWDSC Part of budget with separate volume for projects.
FPUC Part ofcity-wide CIP budget.
SCVWD Standalone detailed report.
FU A Water Part of citywide CIP budget.
WMWD Standalone staff report.

There is considerable variation in the contents of the capital improvement plaisisasted

in the excerpts contained in the appendicAd.of the CIPs include summaries of costs by
program. With the exception of the higlkevel summary reports, the CIPs also include lists of
projects, and some include descriptions of individual projects.
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The participating agencies that provide onhear two services tend to provide the greatest
amount and range of detail in their CIP documentation. For agencies that provide multiple
services (e.g., EBMUD, LADWP, SCVWD, SFPUC, SPU), less detail on each project is typically
available. The most detad CIPs contain information about the proposed projects as well as
additional information that provides context:

Descriptions of agency history, services, facilities, and mission and goals.
The development process for their capital and operation budgets.
Financial policies, strategic plans, and other planning assumptions.
Program objectives.

Funding sources and uses.

Project evaluation and prioritization.

Financial impacts, rates, and charges.

=2 =2 24442

This additional information provides the rationale for how projects become part of the CIP.
Some key aspects of this information are discuseetlis section.

Individual Project Descriptions

The majority of the CIPs contain detailed descriptions focleproject. For those participating
agencies with detailed project descriptions in their CIRshle 4.4summarizes the information
they provide on individual projectspscific exampleare compiled irthe appendices
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Table 4.4: Information Provided for Individual Projects

Information Type CCWD EBMUD LADWP LVVWD MWDSC SFPUC SCVWD SPU W MWD
Project ldentification
Project name v’ v’ v’ —_ v v v v’ v’
ID number —_ v’ v —_— — v’ v v’ —
Program v’ v’ v~ —_ v’ v’ v’ v’ v’
Lead Department v~ v~ ve — — — — — —_
Manager —_ —_ v~ — — v v —_ v
Project Description
Description v~ v~ v — v~ v~ v~ v~ v~
Priority v~ —_ v~ — —_ —_ v — —
Justification v’ v~ v’ —_— —_— v~ _— _— v~
Location map/photo —_ —_ v —_ —_ —_ Both — —
Milestones achieved —_ v~ v —_ v~ v~ — —_ _
Operating impacts Quantitative Quantitative — — Quantitative — Quantitative Quantitative —_—
In-service date —_ v’ v~ — v — — v~ —
Useful life — — —_— —_ _— —_ v~ —_ —_
Project Funding
Planned Expendituse (By project phase) | (By project phase

For/from prior year(s) v’ v~ — — v — ve ve —

For individual years 10 years First 5 years — — v~ First 5 years First 5 years 7 years First 5 years
For grouped years Total project Next 5 years — — — Nextieé??(r;a?nd 1€ Future —_— —

Funding Sources

By type of funding v~ v~ —_ —_ —_ v o« v 7 years v’
Schedule — — —_ —_ —_ V. v~ 7 years —
Available balance - - - - v v . Cost to date - -

* Included in the published Adopted Budget
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Various details are used to uniquely identify projects. In addition to the project name, the
program with which the project is associated is usually shown. Each project is typically
described in a few paragraphs. In some cases, brief status repotigtements of
accomplishments since the prior year are provided.

Part of the description may include a justification for the project. In two cases, the priority

number or priority category for the project is indicated. SCVWD formally derives a priority
number for each project usiiorgyisanclgledontheng sy st e
project description. CCWD has three priority categories into which each project is classified.

The formal scoring system is not included in
some form of prioritization as they compitheir CIPs, although the details are not included in

their CIPs. Prioritization is discussed in greater detail at the conclusion ofsésion

The expected impact on operations is noted in some CIPs in either qualitative or quantitative
terms.

The sources and uses of funding are reported annually for periods ranging from five to ten
years. Costs may be reported in groups of years and by construction phase. The costs
incurred to date are usually shown. Many projects are ongoing projects teed underway

prior to the first year of the cost projections that is shown and that will continue beyond the

last year shown, perhaps indefinitely. Other projects have discrete start and end dates. Two of
the agencies indicate the estimateesgrvice dge for these discrete projects.

Annual cost projections correlate with the funding that was and will be needed. Funding
sources are sometimes identified by type in total. Although full construction cost accounting is
beyond the scope of most CIPs, sometail is provided in the CIPs reviewed. In several cases,
the expenditures to date are indicated. In sooasesthe available balance is shown.

CIP RolFUp Summaries

Although not all the CIPs contain detailed descriptions of individual projelttee CIPs
contain summary lists of the individual projects subtotaled by prograatle 4.5summarizes
the information contained in these project summarigegeafic examples are provideadthe
appendices These summaries are useful in directing attemfiom individual projects to
groups of projects in programs, which is beneficial to strategic planning.

Expenditures and funding are projected for individual projects for periods ranging from one to
ten year s. Il n s ome c a sampared with #he cprremt pear toyindicate 8 s a m
the yearover-year variance.
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For those agencies with explicit prioritization systems, the priorities are shown. In twe,case
the unfunded projects are indicated. In effect, certain low priority projectsi@eatifiedfor
future consideration.

The status of project funding is complex and separately tracked because it exceeds the scope of
CIPs. However, the CIPs contain some information about changes in funding from prior years
and the remaining available funding.
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Table 4.5: CIP Roll -Up Summaries

Financial Category CCwD EBMUD LADWP LVVWD MWDSC SFPUC SCVWD SPU W MWD
Expenditures
By program v’ v~ v’ v v v’ v’ v ve
Discrete / ongoing — — —_ —_ _— — —_ v —_
Timeframe
For prior year(s) v v 10years —_ 5 years v’ v’ — —_
10 years (prior
For individual years and current 5 years 1 year 1 year 3 & 10 years 10 years 5 years 7 years 5 years
periods)
10 years (prior and Next 10 years
For grouped years 10 year total 5 year total 10 year total 10 year total — current periods) | (15 years total) — 5 year total
. For 10 year For 10 year
Change from prior year periods —_— —_ — ve periods —_ v~ —_—
o : Individually
Prioritization 3 categories —_ —_ —_ — —_ numbered —_ Ranked
Unfunded projects —_— —_ —_ —_ —_ v~ Ve —_ —_
Funding Sources
By type of funding v~ v v — v v’ By fund —_ —_
Timeframe
For/from prior year(s) — — - — 1 year —_— 1 year —_ —
For individual years 10 years 5 years 10 years —_— 3 years 10 years 10 years —_ 5 years
10 years (prior and
For grouped years 10 years 5 years 10 years —_— —_— current periods) —_— —_— —_—
. For 10 year
Changes from prior year v’ —_ —_ —_ v~ periods —_ —_ —_
Available balance —_ —_ —_ —_ _— By program — — —_—
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Some CIPs contain more than project information particularly when they are integral with the
operating budget. They may contain financial or strategic plans that build on the capital
budgets, integrating them with the operating budgets to derive revendeate projections.

They may also contain detailed information on debt service, reserves, and financial policies, all
of which is relevant to rating agencies.

At the summary level, there is often a general discussion of the planning process, planning
assumptions, the prioritization process, customers, and the service area. In some cases,
performance indicators are discussed, which may be general in nature or related to specific
financial or engineering parameters.

Additional Information

CIPs are prepared so thalhe approving bodies understand the basis for ¢apital

expenditures that will be paid by thesersthrough rates, capacity charges, and other revenue
sources. At a minimum, the CIPs need to identify the projects, the cost of the projects, and the
implementatiorschedule. With this informatiorthe agencyan plaraccordinglyand rates can

be set togenerate the required revenue.

CIPs can provide additional information that could be valuakd&ipporting the rationale for
the proposed work efforts The followingdiscussion identifiesreas where additional
informationcan adddefensibility to a . Specific kamples are provided ithe appendices.

Prioritization

Prioritization processes are indicative of the application of a rigorous set of consistent
evaluation criteria to each project. Priorities are valuable in ordering projects from highes
lowest priority, which is useful inbjectivelyevaluating project effectivenes¥he additional

level of formality that prioritization requires may improve the likelihood that the project will be
completed as planned and may decrease the likelihood that significant modifications will occur
later.

SCVWDOs Cl greapetad anihalvet prioritizes projects ¢ee AppendidG). For each
water supply project, there are twentyix criteria in four weighted categories. Other agencies
discussed their prioritization process but dotnchoose to show the details in their CIPs.
SCVWDdoes not include the prioritization forms for each project but presumatalg provide
the detail ifneeded However,the prioritization score is shown for each project in the CIP

MWDSC approaches prioritization by providing the criteria by which itifiest the need for
projects 6ee Appendix E Projects are also evaluated based on four criteria to which a risk
multiplier is appliedsee Table B). MWDSC does not include evaluation forms for each
project in its CIP but the detailed discussion clgatéscribes a rigorous process for selecting
projects.

P at@®



CCWD indicates one of three priority levels into which a project can be classified. Each level is
described in the CIPsge Appendix A CCWD shows the priority level for each project in the
individual project descriptions and subtotals the projects by priority level in the pirup
summariesThe SFPUC also uses this type of priority system.

Prioritization processes provideference pointdor why a project was included in the CIP. If
thosefactors changeit is easier tounderstandhe impact of the changen the CIP.

Prioritization is not without its pitfalls. The SFPUC reports that it usetktailed prioritization
system but found tht it could produce anomalous results. It was possible to score projects on
various criteria but the sum of the scores could give a higher priority to certain projects than
was reasonable. Rather thae controlled by the systepithe SFPUC discontinueding itin

favor of a more straightforward priority classification syst&RPUC states that it will continue

to move forward with the improved ranking system with the understanding that it is simply a
tool that can be used by management to inform goodisieamaking.

Performance Accountability

CIPs are used testablish bdget and schedules for work efforts that ultimately feed the +ate
setting process.Those who prepare CIPs muahticipate future conditions identifying

projects and in estimating their costs and construction schedules. Despite the best possible
planning, change is inevitable. As a result, CIPs can overestimate capital costs.

Some agencieaware that their CIPs magverestimate theeffort to deliver projectsin the

later years of the CIHook at recent project efforts This analysiss based on comparing actual

recent capital expenditures with the CiRojections . The recent orunning
establish thdoudget available to the capital planners who must adjust their projects to fit within

the budget. This practice is followed by several of the agencies interviewed in this report.

Most of the CIPs do not address their approach to monitoring projectersus actual capital
expenditures, which involves close interaction between the engineering and financial planners.
We note, however, that the EBMUD CIP includes its strategic plan with its budget. Among
other topics, the strategic plan contaissveralperformancemetrics one of which indicates

that 97% of the budgeted water capital expenditures was sf(sa@ Appendix B) This is an
important measure of accountability thetipports the ratesetting process.

Some information on construction accountiagpports the use of CIPs for accurate rate
setting? Some of the CIPs provide information on construction expenditures to date and
available balances. Information on capital reserve balances &svals@blaneasure of
accountabilityparticularly ifit compares the current balance with the target balance (including
the basis for the target balance).

2 For purposes of setting capacity charges, Govt Code Sections 66601 and 66006 stipulates accounting
procedures for determining whether refunds are due for over -charging capacity charges.
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5. Key Findingand Recommendations

Commonkey practices in CIP development and documentation were identified over the course
of this Sudy.

1. Water utilities develop their CIPs in close coordination with the shtatm budgeting
and longterm fiscal planning processes.

2. A variety of methods are used tolentify needs and assess priority of projects. The final
selection of adopted plan elements results from input from management review teams,
governing body guidance, and stakeholder involvement.

The SFPUC uses these practices in developing the Waternge CIPand Hetch Hetchy
Water CIP.

Recommendations

BAWSCA recommens the SFPUCconsider the followinggnhancemerstto the Water
EnterpriseCIPand Hetch HetchyWater CIPdevelopment, documentation and decisimaking
processes

1. Document the adopted biennial CIP information in a format that can serve
as a stand-alone, publicly available report. The documentoulddiscuss the capital
planning process, identify high priority elements of the plan and present piejesit
details (including Priority 3 projects not in the adopted spending plBetures of this
documentation could follow the Draft Biennial CIP repopntents on regional water
system projects required under the new Wholesale Customer Watep@yAgreement
(WSA) amendment.Specifically, it would provide project descriptions and justifications,
details on asset classification plans, project impleatemt schedules by phases, and
budget information at a project leyels well as program rolip including projected
inflation factor(s) assumed

2. San Francisco prepares a newydar CIP once every two years. At the end of the first
year of a 16year AP, a miecycle update is performedA stand-alone, publicly
available document should be produced for each mid -cycle CIP. The document
could be more focused than the biennial report SFPUC prepares for a neyedOCIP,
limiting the discussion to any lsstantial changes in the proposed projects. Specific
features otthis documentation could follow the draft micycle CIP report contents on
regional water system projects required under the updated and restated WSA. The
WSA CIP amendment calls for tliescussion of any material changes proposed to
projects found in the 10rear CIP. Further, it requires the SFPUC to detail any
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increasego the cost ofanyCIP project by more than 10%any ncreasesn the
schedule of Clprojectsby 12 calendar months orgater, and possible impacts of
changes to CIP projectsontfe F PUC O3 s a b itsRW$Lgvel bf&Gervice @dals
and Objectives.

3. Actively engage BAWSCA 6 s i n v o karleimieerCtP development
process prior to the official draft review required by the updated and
restated W SA. This may include sharing early drafts of CIP spreadsheets/budgets
coupled with meetings to discuss projects and prioritization.

4. Reformat project data sheets to include a narrative on current project status
(e.g., phase, construction percent complete, major milestone achieverkegts
refinements to scope

5. Add details to project data sheets on significant subprojects (e.g. basic
description of work, planned duration of work, and estimated budget).

6. Look in to a qualitative -style prioritization system to augment the Priority 1,
2, and 3 project priority classifications and the failure risk matrix  currently
used. This will give a better sense of the factors considered in the project prioritization
processlit may be based on the criticality ranking process used in developing the
FY2019FY2028 CIP.

7. Perform an analysis comparing recently completed CIP projects with similar
projects in the proposed CIP to assess if the level of effort and scheduling for
the proposed projects are consistent with actual capabilities.  Selected large
projects and aggregated small projects would be usdlis metric Also, @st-
estimating accuraaynges would be identified to acknowledge the potential variability
of costs wherprojects are in the preplanning through the design stages of development
versus later stages of project implementation.
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Appendix A:
Contra Costa Water Districtinformation

Bay Area Water Suppl yPa&@2Conser v



Contra Costa Water District  (CCWD)

References:

Ten Year Capital Improvement Program for Fiscal Years 2@0D28
(https://www.ccwater.com/ArchiveCenter/ViewFile/ltem/302 )

Website: https://www.ccwater.com/

The Contra Costa Water District delivers safe, clean water to approximately 500,000 people in
central and eastern Contra @ta County in Northern Californigsee Figure Al). Formed in

1936 to provide water for irrigation and industry, CCWD is today one of the largest urban
water districts in California and seen as a leader in drinkiater treatment technology and
source water protection.

CCWDO6s service area encompasses most of centr
total area of more than 140,000 acres (including the Los Vaqueros watershed area of

approximately 19,100 acres). Water is provided to municipal, redide commercial, industrial,
landscape irrigation, and agricultural customers. Treated water is distributed to customers

living in the following communities: Clayton, Clyde, Concord, Pacheco, Port Costa, and parts of
Martinez, Pleasant Hill, and Walrteek.

CCWDO6s major untreated water municipal custom
Martinez. In addition, the District treats and delivers water to the City of Brentwood, Golden

State Water Company (serving Bay Point), Diablo Water Distfi2¥VD), and the City of

Antioch. In 2008, the District entered into an agreement with the Golden State Water

Company to meet 100% of the demands in the Community of Bay Point through a treated

water interconnection on the MukPurpose Pipeline.
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Figure Al: Contra Costa Water DistrictService Area
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Overview of CCWDo6s CI P

Contra Costa Water Distr i c-YearCap{taClapMvemertt as est a
Program (CIP) and Financial Plan that identifies and prioritizes the capital assitsacidl

tools required over a ten year cycle seen by CCWD as necessary to successfully carry out their
mission to "Strategically provide a reliable supply of high quality water at the lowest cost
possible, in an environmesaCIRihcludesaTeregronsi bl e m
Financial Plan that projects revenue requirements to fund the proposed projects and anticipated
operating costs. CCWD&ds CIP and Financi al Pl a
financial planning cycle that includesimual budgets and annual rate reviews.

CCWDods total 2019 CI P i s.Thisdapest€IR indicatédahlatyfundedl , 0 3 0
projects (level 1 and 2 projects) went from $306.9 million in the 2018 CIP to $314.5 million in
the 2019 CIRan increasén funded project®f $7.6 million.

CCWD has in place three project priority levels used to rank and fund projects. In this most
recent CIP, those projects that are ranked in priority levels 1 and 2 are funded. Priority level 3
projects are desirable, butue to funding limitations are not proposed for implementation

dur i ng t {ear h@ikoR.dPsojecdsGhat were in place in previous CIP cycles are
reviewed and their costs, schedule and progress are adjusted if deede
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CCWDo6s CIl P i s erosepgrateprogrand areas) éach representing a different
function of the organization. Grouping projec
as a series of programs for improvements in specific areas of responsibility.

CCWDo6s ten proavsams are as f ol

Administrative, Support, and Maintenance Facility Improvement
Delta Projects

Equipment and Other Capital Purchases

Expansion of Services

Future Water Supplies

Los Vaqueros Watershed and Conservation Lands

Treated Water Distribution and Storage Fatds

Untreated Water Supply and Transport

Water/Energy Demand Reduction

Water Treatment Facility Improvements

=4 A2 -4_-49_-4_-9_-°9_-"

CCWD6s CIP includes a detailed description of
any sukprograms. In additionindividual project summaries are included in the .GARthin

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

the relative importance of a project based upon factors such as protection of health and safety,

le gal requirements, relationship to CCWD6s goa
projects are assigned a priority level which provides a basis for deciding which projects should

be done in any given year and scheduling projects over thgéanspan of the CIP.

Three levels are used to reflect a range of priorities from high to low:

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

1 Priority Level 2-- These are projects that provide measurable progress toward
achieving the CCWDO6s goal s; elobcoantralasto, CCWD
when they should be performed. Where return on investment is a determining factor,
projects in this priority level will have a payback of less than five years.

1 Priority Level 3-- These are projects that are projected to be needed, B@WD has a
significant level of control as to when they should be performed, CCWD is awaiting
response to a grant application, or the project is dependent upon the decision of an
outside entity to proceed. Where return on investment is a determining fagtoojects
in this priority level will generally have a payback of greater than fivesyear

CCWD considers operation and maintenance cost
Financial Plan considers total District operating costs in its analysligging current operating
costs inflated over time, as well as future costs related to implementing the CIP projects
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Significant operating costs include fixed labor and variable costs such as power, purchased
water, and chemicals. CCWD notes in this nbescent CIP that lower water sales projected

have resulted in reduced variable operating expenditures, including water purchases and energy
costs. Further, CCWD has assumed a 3.5% annual inflation in their most recent CIP. Other
increases or decreaseswariable operating cost are the result of changes in consumption.

This particular CIP and Financial Plan also reflects the substantial retirement-téiondebt

i ssued for CCWDO6s original Los Vagueros Reser
plansto use the regained debt capacity to refinance skertn debt issued for other projects

as well as to invest in future infrastructure projects.

Finally, CCWD considered projected untreated and treated water revenue increases as

required to fund prioritylevel 1 and level 2 projects, while covering operating costs and debt
service and maintaining required reserve balances, in their CIP effort. Note that they are
projections only. CCWD6s Board of Directors
of each annual rate review.

CCWD 6 s Ddvdtopment Process

CCWD has a project team that is assembled to develop / update their CIP. Thateeetsin
earnest several months prior to their annual update. One of their first tasks lieview
documentatiorthat has been developed by the agency that identifies capital needs and
priorities. More specifically, most of the projects in the CIP are identified in various CCWD
planning documents. Further, most of their key planning documents are periodicallgdpolat
ensure that project planning is based on current and reliable information.

Some CIP projects are based on maintenance repantifield inspection recordswhile other
projects are required to meet legislation, regulation, agreement, or Board p@ayirements.

The CIP update team meets with staff responsible for specific District functions, such as water
treatment, to facilitate identification of capital project needs or adjust timing of a previously
identified project based on changing condigon

For this most recent CIP update, CCWDO6s proje
members (their lead engineer, their primary rate and financial analyst, their project controls
manager, their director of planning, and their director of finance.
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Selected Excerpts from CIP Documentation

1. Project Description

CONTRA COSTA WATER DISTRICT

TEN-YEAR CAPITAL IMPROVEMENT PLAN

PROJECT SUMMARY
Program: Untreated Water Supply and Transport
Sub-Program: Untreated Water Facilities - Upgrades
Project: Untreated Water Reservoir Rehabalitation Program

Priority: 213

The purpose of this program 1s to improve reliability of the District’s untreated water reservoirs, some
of which are over 60 years old, by implementing improvements identified and prioritized in the 2010
Untreated Water Reservoir Master Plan and the 2011 Reservoiwr Valve and Pipeline Assessment.
Priority Level 2 work planned for FY2019 includes rehabilitation of Los Vaqueros Dam Gate 5,
implementation of Los Vaqueros reservoir instrumentation equipment lifecycle replacement and
restoration of rip rap on the setback levees at Old River and Middle Fiver pump stations. Abandonment
of the Chenery Pipeline and relocation of the Los Vaqueros Dam Toe Drain are planned for
construction m FY2020. Also planned for FY2019 1s an update to the Untreated Water Reservorr
Master Plan. including assessment of dam safety emergency response practices for compliance with
recently enacted regulatory requirements. Future Priority Level 3 projects mnclude improvements to the
Contra Loma gate valves, repair of corrosion on valves and intake gate supports at Los Vaqueros
Reservoir and replacement of aging access roads and additional reservoir mstrumentation.

The project was mcluded in the 2018 CIP at a ten-year cost of $5.544.000. The cost has been adjusted
for mflation and to reflect current project schedules.

Total Project: N/A
Cost to Date through FY20138 N/A
CIP Total: 56,919,000
Cost Estimate Accuracy Range: $10,379,000 to 54,844,000 (+50%/-30%)

ENR-CCI=12,015
Annual Cost Distribution (in $1,000s): Priority 2

FY19 | FY20 | FYy21 Fy22 | FY23 | FY24 | FY25 | FY26 | FY27 | FY1§

750 1.605

Annual Cost Distribution (in $1,000s): Prierity 3

FYlo FY20 | F¥21 | F¥32 | F¥23 Fy24 | FY25 | FY¥26 FYy27 FYy28

456 201 736 401 1.136 301 1.132 201

Project Funding: This project 1s funded by untreated water rates.

Operational Impacts: Operational impacts of this project are anticipated to be mumimal Increasing
automated dam monitoring mstrumentation will decrease the cost of dam monitoring, and increase the
level of dam oversight through higher quality, faster data.

Basis for Priority: FY2018 through FY2020 activities have been ranked as Priority Level 2, because
the District has a moderate level of control over the scope and implementation. Subsequent activities
have been ranked as Prionity Level 3 becanse the District has a significant level of control over the
scope and implementation of these activities.

Lead Department: Engineering

Bay Area Water
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2. Project Line-ltem Summarie s

Table IV-17 Projects within the Treated Water Distribution and
Storage Facilities Program

A. 2019 CIP
thousands of dollars. current dollars)
E?::—Prog Project Prionty| FY19 | FY20 | FY21 [FY22 | FY23 [FY24 [FY25 | FY26 | FY27 | FY28 |TOTAL
Y Large Treated Water “ A
[Upzrades [Meter Replacements 2 226 200f 159 625
[Non-Dist |Distnbution
[Funded Facilites (Developer 1 1,539] 1,539] 1,592] 1.592| 1.592| 1,592 1,592 1,592 1.592| 1,592 15.814
Projects)
Ppeline Renswal 2| 5.127| 4495| 3448 3448 3,708 2.448| 3448 3.658| 6.343| 6,603 43.726
Replacement
Port Chicago 3 <= e
ew |Pipeline -Phazell | = G el Wi
[Site TW Facilities
[Upgrades |lmprovement 2 4.103| 2,746| 2.703| 3.067| 3.330| 2,943| 3.,055| 3,064 3.329| 3,472 31.812
Program
Site TW Rehability = 205 205
[Upgrades |Improvements = = i
g‘w SA |TWRR Stdy Update| 245 245 490
EF"SA IR it 2 25| 415 287 727
anning
[Facihties - ([CCWD/EBMUD =
New TW Regional Intertie 3 2,030| 9,170 11.200
Non-Dist  [CNWS — Potable
Funded Water Facilities 3 3.520|10.315| 7.765 21,600
Non-Dist |CNWS — Recycled % 5 &
Funded Water Facilities 3 5.090[12,630(12.480 30.200
IEROGRAM TOTAL 10.995] 9.210 10.387&6.132 31.575|28,228| 8.095| 8.601]11.764[13.292{158.279)
B. 2018 CIP
(I-g thousands of dollars. current do,lmsz
R a———a————f——f e a————a———a————————
Sub-Prog |Project Pronty| FY18 | FY19 | FY20 [FY21 |FY22 | FY23 | FY24 | FY25 | FY26 | FY27 |TOTAL]
Non-Dist  [Distmbution
Fmded Facilities (Developer 1 1.814| 1460 1460( 1.460| 1460 1,460| 1.460| 1.460| 1.460| 1.460 14.9541
Projects)
[Pxpe P wal? 2 947| 3.174| 2,399| 3.673| 3.867| 4.660| 4292| 4.584| 4259| 4.173| 37.028
[Upgrades |Replacement
[Facilities — | Port Chicagzo N 2 o
New Pipeline - Phase TI 2 2491 1,570 1.819
Site TW Facilities
[Upgrades |Improvement 2 3.291| 2.807| 2,598| 2.516| 2.516| 4.081]| 4.081| 2.516] 2.,516| 2.516| 29.43§]
Program
Site TW Relability
Uperades |Improv P 3 510 2,590, 3.100]
[;WSA TWRR Study Update 2 207 207 114
g“x A 4 TNME. Dgeafes 2 258 415 673
[Facilities - [CCWD/EBMUD
INew TW Resional Int 3 2.030| 9,170 11,200]
Non-Dist  |CNWS — Porable ! P~
Funded Water Facilities 3 3.390| 9.930| 7.480 20.800]
Non-Dist |CNWS — Recycled g 9 99 5
Funded Wates Facilities 3 4.900|12.180(12,020| 29.100|
lE’ROGRAM TOTAL 6.052| 7.699] 7457(18.479(41.920(29.701|10.248| 8.560| 8.484| 9926 148‘52g]
Bay Area Water
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3. Project Roll -Up Summaries

Table IV-1 2019 CIP by Program
(In thousands of dollars, current dollars)

Program 2019 CIP 2018 CIP
Administrative, Support, and Maintenance Facility Improvement 5,075 4714
Delta Projects 12,832 12,243
Equipment and Other Capital Purchases 21,143 21,658
Expansion of Services 80,500 77,500
Future Water Supplies 3,400 3,185
Los Vaqueros Watershed and Conservation Lands 7376 6,270
Treated Water Distribution and Storage Facilities 158279 148,526
Untreated Water Supply and Transport 615,652 329324
Water/Energy Demand Reduction 40,764 41,001
Water Treatment Facility Improvements 85,272 89,066

TOTAL 1,030,293 733,487

Though projects are organized by program. funding is determined by priority level. For reference
while reviewing program expenditures, Tables IV-2 and I'V-3 show funding by priority level and
by fiscal year for the 2019 CIP and 2018 CIP, respectively.

Table IV-2 2019 CIP by Fiscal Year and Priority

(In thousands of dollars, current dollars)

FY19 FY20 FY21 FY22 FY23 FY24 FY25 FY26 FY27 FY28 TOTAL

Eﬁfﬁ?* 15675 | 4.116| 3377 3377| 6.797| 15754| 14774| 3377 3,377 3377 74.001
PI'lOTlty 2 2 2 2

Level 2% 26,882 | 26,036 | 24965 | 24317 | 20,127 20,835 16,407 30,658 20,387 24530 235144
E:‘?gtg ] 0 6,087 | 37272 | 58,608 | 110919 | 106,058 | 113965 | 150,183 | 132752 715,844
Subtotal | 42557 | 30,152 | 34429 | 64966 | 85532 | 147508 | 137.239 | 148.000| 173947 | 160.659 | 1,024989
Debt-

funded 742 1,530 3,032 0 ] 0 0 0 0 0 5,304
TOTAL | 43299 | 31,682 | 37461 | 64966 | 85532 | 147508 | 137239 | 148,000 | 173,947 | 160,659 | 1,030293

* Excluding debt-funded projects
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Table VI-1 2019 CIP Projected Revenues and Uses of Funds
(in millions of dollars. inflated)

| Fy19 [ Fy20 [ Fy21 [ Fy22 [ Fy23 [ Fy24 [ Fy2s [ Fy2e | Fyv27 | Fy2s | TOTAL
Sources of Funding
Water Sales Revenues 117.1] 1284 | 140.3] 1474 | 154.6| 1619 1694 | 177.2| 1853 | 193.8| 1.5754
Revenue Increases 7.0 7.7 53 3:5 5.8 6.1 6.4 6.6 6.9 7.3 64.6
Facility Reserve Charges 6.8 7.4 8.3 9.1 100 108 11.3 11.6( 11.8 11.9 99.0
City of Brentwood 5.9 44 4.7 4.9 51 5.3 5.5 5.8 6.0 6.3 53.9
DWD Revenue 2.6 2.7 2.7 14 1.5 1.5 1.6 17 1.7 1.8 19.2
Other Revenue 24 24 2:5 2.6 2.7 2.8 2.9 3.0 3.1 32 27.6
Interest Income 3.8 4.0 4.5 5.2 54 5.6 5.8 5.8 59 6.2 52.2
Property Taxes 3.1 3.1 3.1 3.2 33 33 34 3.4 34 34 32.7
Land Levy Taxes 0.7 0.7 0.7 X 0.7 0.7 0.7 0.7 0.7 0.7 7.0
Capital Funded by Others 12.7 4.7 3.7 3.5 43 8.4 8.5 6.1 4.2 44 60.5
Reserve Use! 17.1 46| 23] 22 (@D 18] (64 1.6] (13.0)] (8.5 (15.2
TOTAL 179.2 ] 170.1 | 173.3| 181.3 | 185.7| 208.2 | 209.1 | 223.5]| 216.0] 230.5| 1.976.9
Uses of Funds
Operating & Maintenance 89.0] 93.2| 98.5]| 104.1{ 1099 115.7| 121.8] 129.1| 1345 1414 | 1.137.2
Capital Funded by Others 12.7 4.7 3.7 335 4.3 8.4 8.5 6.1 4.2 44 60.5
District Funded Capital 31.3] 282| 285| 293| 28.7| 384| 329| 409| 299| 373 3254
Debt Service Short-Term? 42 4.8 32 6.1 5.6 5:5 5.3 - - - 36.7
Debt Service Long-Term 42.0 39.2 374 383 37.2 35.2 346 348 344 17.2 350.3
Committed?
Debt Service Long-Term - - - - - 5.0 6.0 12.6 13.0( 302 66.8
Projected*
TOTAL 179.2| 170.1| 173.3 ) 181.3 | 185.7] 208.2 [ 209.1 | 223.5] 216.0] 230.5| 1.976.9

Includes Restricted and Unrestricted District Reserves. Positive values reflect reserve use: negative values reflect increases.

2Projects financed with short-term debt include Middle River Intake. Los Vaqueros Reservoir Expansion. Shortcut Pipeline.
Canal Replacement Segment 2. and District Center Building Improvement Projects.

3Committed long-term debt service reflects debt used to finance completed projects. including the original Los Vaqueros
Reservoir, Multi-Purpose Pipeline and anticipated conversion of existing short-term debt into long-term debt.

*Projected long-term debt service reflects District’s capacity to fund future capital projects.
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4. CIP Priority/Performance Parameters
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