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SAN DIEGO LAFCO
November 6, 2014

Mr. Mike Oft

Executive Director

Local Agency Formation Commission
9335 Hazard Way, Suite 200

San Diego, CA 92123

Subject: Misrepresentations of Facts by Fallbrook PUD
Dear Mike:

During our meeting on October 30, 2014 | shared with you some examples of
misrepresentations of facts that were made by Fallbrook Public Utility District {(FPUD) both in
newspaper ads and in direct mail campaigns. You asked me to summarize some of these
misrepresentations and send them to you for review - this letter is the outcome of that effort.

The following list highlights some of the factual misrepresentations made by FPUD and/or
General Manager Brady in public forums over the last few months. These are in no particular
order.

1. False statement related to negotiations on San Diego County Water Authority
(SDCWA) rates: In both a print ad (Exhibit A) and in a “fact sheet” mailer that FPUD
sent out to people who commented on the LAFCO application by FPUD (Exhibit B),
FPUD claims to have negotiated lower rates with SDCWA and is passing these
savings on to their customer. The reality is that SDCWA does not and has not
negotiated any sort of special rate for any member agency. Maureen Stapleton,
General Manager of SDCWA indicates this quite clearly in a letter to me in response to
my query about this topic (Exhibit C).

2. False statements related to FPUD debt. In the “fact sheet” mailers in Exhibit B,
FPUD claims to have a total debt of $21 Million. However, a review of the FPUD
2013-2014 budget that is published on their web site reveals a different story (Exhibit
D):

$7.2 Million ($5.57 Million balance) for QECB Solar Loan
$28.3 Million SRF Loan for WWTP Upgrades
$6.1 Million ($5.3 Million balance) on Red Mountain SRF loan

All together the balance due on these three add up to nearly $40 Million — almost
double what FPUD reported in their “fact sheet”.

3707 Old Highway 395 « Fallbrook, CA 92028
(760) 728-1178 » Fax (760) 728-2575 » www.rainbowmwd.com
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False statements related to Rainbow’s budget and operations. Under the title
“Another Growing Concern” within the FPUD “fact sheet” in Exhibit B, FPUD makes an
incorrect claim that Rainbow has cut the budget and scaled back services to offset the
cost of not continuing in a partnership with FPUD. This is entirely untrue and Mr.
Brady knows this is not true because he was involved in the budgeting process while
serving as Rainbow GM through the JPA.

In these incorrect statements, Mr. Brady tries to conflate a decrease in a deparimental
line item in a budget with a decrease in service. The reality is that the finance and
customer service departments were merged as part of this budget, so certain costs
that used to be in one cost center were shifted to another. Also, the long tenured
Finance Manager retired and his replacement has a lower salary so this reflects as a
decrease in the Finance department budget. The fleet costs had a year to year drop
in costs because in the previous year an expensive backhoe was acquired and the
budget in that year was higher than normal. Finally, the drop in Safety and Security is
entirely due to the shift of the HR Manager and Administration Assistant salaries from
The Safety and Security budget an into the Administrative Expenses budget. This also
explains the large jump in Administrative expenses that Mr. Brady highlights incorrectly
in his “fact sheet”.

Exaggeration of Cost Savings from JPA. In the print ad from Exhibit A and on
numerous occasions at public meetings, FPUD has maintained that the JPA saved
“neariy $1 Million in collaborative savings” over its duration. The reality is that the
savings were not nearly that much and were not what could be called collaborative.
Gene Buckley, Rainbow's now retired Finance Manager tracked all costs and savings
related to consolidation activities and Exhibit E is his summary of these costs ending in
March 2014 when the JPA was disbanded.

Mr. Buckley's summary shows a net savings of only $428,240 through that point in the
JPA (0.75 of a Fiscal Year). Had the JPA gone a full year the extrapolated savings
would have been a bit over $570,000 —- a far cry from $1 Million. In addition, the
savings are nearly entirely due to unfilled positions at Rainbow which account for a
savings of nearly $600K over the life of the JPA. While one of these positions has
been replaced (GM) and another Accounting Tech will be hired on soon, the remainder
remain unfiled and are not scheduled to be refilled in the foreseeable future.

In addition, since the Rainbow cost center produced these savings, it would stand to
reason that the divisional accounting system should ensure that these cost savings
remain within the future Rainbow division of a successor district with only the lease
payments for services from the Fallbrock division leaving the Rainbow division.
Rainbow ratepayers should be the ones who benefit from these cost savings now and
in the future.

Incorrect Characterization of the Impact of Proposed Governance Structure, In
the print ad in Exhibit A and in numerous public meetings over the last few months,
FPUD has told the public that the nature of the governance structure proposed by
FPUD would not put Rainbow ratepayers at a disadvantage. This is simply not true
for a couple of reasons.
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As an analysis done for the JPA demonstrates (Exhibit G}, FPUD has a much larger
population than Rainbow. The total population of the combined Districts is about
52,000. With four divisions divided evenly by population, each division will have about
13,000 residents. In reviewing the table on Exhibit F, it is clear that the Fallbrook
Village area will comprise of at least two seats (Areas 1-4), while Rainbow will get one
“full” seat and split the other.

For the three at large seats, again the Fallbrook Village area would dominate based on
population, although Rainbow has a higher percentage of registered voters. It is
nearly certain that two of the three at large seats will come from the Fallbrook Village
area, with a real potential for all three to come from that area. = FPUD incorrectly
maintains in its print ad that there will only be one seat from the Fallbrook Village area,
the fact is that simple math indicates that this core of the Fallbrook area, which is very
different in land use and demographics from Rainbow, will dominate the successor
district politically. This, as you are aware, is the primary reason that the Rainbow
Board of Directors disengaged from the JPA.

The Rainbow Municipal Water District is committed to providing our customers factual
information related to this proposed action by FPUD against Rainbow. By using direct mail
and email blasts to those who commented on the proposal under consideration by LAFCO,
FPUD has spread misinformation in a deliberate attempt to confuse the electorate about the
real issues at hand.

Sincerely,

cc: Board of Directors
General Counsel
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Fallbrook and Rainbow merger update:
FOCUSING ON FACTS, NOT POLITICS

e San Dicgo Local
Agency Formation
Commission®

(LAFCO) is currently
reviewing a propasal. to
merge the Fallbrook Public
Utility District and
Rainbow Municipal Water
District into a single, more
sfficient and cost-ciTective
retail water agency.

As most know, after a
year-long planning and
public outreach effort in
2012 by a joint commitiec
of Rainbow and Fallbrook
elected board members, the
North.County Joint Powers
Auythority. was created to
integrate the day-to-day
operations of Rainbow and
FPUD, .

The year 2013 was a
great suocess. The two
districts recorded nearly

L milljopin collaborative

savings. Joint studies by the
districts predicted futurc

savings of over $2.5

million annually.

We believe it's in all
ratepayers’ best interests to
know the fhets regarding the
proposed merger of the two
districts, rather than merely
relying on the current
political rhetoric.

Unfortunately, over the
past few months, Rainbow's
directors have authorized a
series of misleading
“updates,” attempting to
discredit the substantial
benefits and savings
Rainbow and FPUD
customers will realize being
sccved by a single district.

Rainbow directars are
currently spending
hundreds of thousands of
dollars of their ratepayers’

“money “launching this"

negative  advertising
campeign. They’re using
both a political lobbyist
and a Public Relations firm
at -8 combined cost of
$15,000 per month, Plus,
they're paying 350,000 a
month for legal mancuvers
to slow down the LAFCQ
process. And while_man

are questioning ' the
propriety of  thesc

expenditures, it is within
the current Rainbow
Board’s rights to do so. It
does not, however, cntitle
them to make up their own
facts about the merger
benefits.

Samples of misleading

Rainbow director clalms:

CLAIM

“FPUD is an urban
district. Rainbow}y
agricultural community
will face higher water
bills because of the
merger: This could
negatively qffect the
Fallbrook agricultural
sector. A decline in warer
sales would impact all
ratepayers in the
rearganized district.

- Rainbow Board
members '’ comments at
Lake Ranche Viejo,
June 25, 2014

Currently, over 50% of
FPUD water sales are to
groves and nurseries and
the plain truth is that
FPUD farmers pay 15% to
20% less for water than
Rainbow farmers. The
reasons are simple:

o FPUD sells water to
farmers at no mark-
up. Rninbow does.

FPUD negotiated a
lower wholesale
‘water rate from the
San Diego County
Water Authority and
passes that discount
on to all customers.

FPUD petively and
successfully lobbied
the Water Authority to
extend the “special
agricultural water

. l‘ﬂte."

The net effect of the merger
will be a positive one for
the Rainbow farming
community.

CLAIN

“Tukeover by FPUD
threatens Railnbow s
agricultural users, who
would be disenfranchised
by the ar-large voting
system imposed by
FPUD, giving downtown
Fallbrook voters the

power (o set rates and’
policies for farmers and
ranchers in the RMWD. "

- Ot A G ey
- George MeMapiglé,™ " =
RWD Board Presidant

FPUD has proposed to
LAFCO that a majority of
directors elected to a
merged board of directors
bo from “divisions,” not
“at large.” Further, three
af the four proposed
divisions will contain the
bulk of Fallbrook and
Rainbow farming
operations, to assure
continued representation
for our combined
agricultural community.
Only one division would
include the Eallbrook
Village area.

LARNSOTTS Fers AT
Community Information
forumsplanned LAMKE

Over the next few
months, forums ace being
planned throtighout our
communities to inform
residents of the propress of
this important apportunity
10 save our water customers
money. We hope yau will
attend.

As a final request, please
email LAFCO executive
dicector Mike = Ott,

mikg.ott@sdcouaty.ca.gnv,
and encourage LAFCO to
comprehensively review
and approve the merger
proposal before them.

»Local Agency Formation Commission (or LAFCO) ia a politicol subdivision of the State ot California overseeing the
formation and development of local governmentul agencies. LAFCO's regulatary duties include approving tie establishment,

pansion, reurganization, and/or elimination of citles and most types of special districts. LAFCO performs its regulatory duties
‘ r.hrumbg_:sciu- of planning: actlvitics and by ning spheres of Influenge for cities and Eecinl districts under its jurisdiction.

1
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From: Brian Brady <bbrady@fpud.com>

Sent: Monday, September 08, 2014 12:20 PM

To: Brian Brady

Subject: [EXTERNAL] RainBow/Fallbrock Merger Update
Attachments: Merger Update05052014 pdf

To Those Commenting on the Rainbow/Fallbrook Merger:

Thank you for taking time to express your views to the Local Agency Formation Confimission
(LAFCO) on the proposed merger of the Fallbrook Public Utility District (FPUD)/land the
Rainbow Municipal Water District (Rainbow).

We, at FPUD, appreciate your interest and willingness to participate in the process. W¢| believe
that the ralepayer savings to be gained by the two districts becoming a single agerlty have
significant merit; however, we also are listening to those of you who have voiced somelpenuine
concermns.

At this point in time, we may have differing views about the value of the merger proposhl. But I
think you will agree that having a clear understanding, based on balanced facts| is the
foundation for the best decisions. With that thought in mind, I've attached “Rainfow and
FPUD Merger Notes” which address some of the concems that were expressed in marfy of the

emails that opposed combining districts.

I hope you find the information useful as you continue to weigh the pros and cons. 1ffor any
reason you wish to be removed from this email distribution list, just click reply and let me

know.
Sincerely,

Dr. Brian J. Brady

General Manager

Fallbrook Public Utility District
990 East Mission Road
Fallbrook, CA 92088-2290
Office: (760) 728-1125

FAX: (760) 728-5943

Mobile: (760) 421-1361

email: bbradv@fpud.com
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Raiabow and FPUD Merger Notes:

Last year, the Fallbrook Public Utility District (FPUD) and the Rainbow Municipal Water
District (Rainbow) joined forces, bringing together the two to achieve the goal of cresting a
consolidated, more efficient governmental agency. Mutual operating agreements were signed,
allowing the districts to share employees, equipment and other resources,

The 2013 integration results exceeded expectations. Savings of nearly $1 million were schieved
in 11 months. Forecasts by both districts predicted thet a completely merged agency would
reduce the ennual costs to ratepayers by more than $2.5 miilion per year.

Progress was stopped in March by Rainbow’s board as it withdrew from the mutual operating
agreements. The issuc was the red tape of governance: whether buard members would be
clecicd “at large™, or “by district” to the new merged agency.

The FPUD board voted to ask the San Diego Local Agency Formation Commission (LAFCO) to
study and decide whether to merge the two districts. Based on that request, LAFCO is currently
reviewing the merits of combining FPUD and Rainbov into a single, mare cost-effective retail
waler agency,

Facts are vital to making sound, long-term decisions. And no morc so than when consldering
chanyces to essential government services such as community water supplics.

The following is list of concems raised within Rainbow board-sponsored cutreach materials

about the merger of Rainbow and Fallbrook districts, Factual responscs are provided below each
concern.

Concern:

Rainhow is a low-debt, budgel-conseinus district that has reduced operating costs and prevenied
rate hikes, while FPUD has amassed significamt debt and has a poor record for long-term
Jinancial planning.

Facty:

Rainbow and FPUD have comparable financing structures. The approximate cusrent outstanding
long term debt for cach district;

e Ruinbow: §18 million (effective intcrest rate is 2.09%)

s TFPUD: $21 million (clfective interest rate is 2.07%)
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Overall water bill comparisons by district at July 1, 2014:
* Domestic customers: Rainbow 10% to 25% higher cost then FPUD

* Agricultural customers: Rainbow 15% to 20% higher cost than FPUD

Concern:

FPUD could use Rainbow 's $100 million in assets to leverage more borrowing for FPUD's
Juture construction needs.

Facts:

The short answer to this concern is that neither district could or would use the other district’s
operating assets as collateral for loans, There are several practical reasons:

¢ Both districts borrow most or all of thelr consiruction funds from the state of Culifornia.
The state requires a pledge of revenues, not assets, to secure loans. Asscts have no value
in the process.

e From a financial plenning perspective, operating assets (pipes, pumps, reservoirs, trucks
&nd buildings) are considercd long-term liabilities because they depreciate, wear out or
become obsolete. . .having to be replaced. Thercfor, they represent significant fisture
costs, not colluteral,

+ California state law and govemmental accounting rules prohibit the burdening of one
group of ratepayers (¢.g. Rainbow) with the obligations of another group of ratepayers
(c.g. FPUD), Divisional accounting procedures requested in FPUD's LAFCO merger
proposal prevent thesc types of eross-subsidies.

Concern:

RMWD requires two-thirds voter approval before the District can take on additional public debi,
A merger would eliminate this voter-upproved requircment,

Facts:

In Fallbrook PUD"s merger proposal to LAFCO, no request wus made to eliminate the two-
thirds voter approval requirement (Ordinance 95-1) before increasing public debt within the
current Rainbow service territory. It is expected that 1.AFCO will continue the requirement in the
merger terms and conditions.

ao03



01/01 2008 00:05 FAX 7807240801 WGMTDP 004

EXHIBIT B

09/05/14

Concern:

FPUD is an urban district. Rainbow s agricultural comnumity will face higher water bills
because of the merger, This could negatively affect the Rainbow agricultural secior.

Facts:

Currently, over 50% of FPUD water sales are to groves and nurserics and FPUD farmers pay
15% t0 20% less for water than Rainbow farmers. The reasons are clear-cut:

= FPUD sells water to farmers at no mark-up. Reinbow does.

» FPUD negotiated a [ower wholesale water rate from the San Diego County
Water Authority and passes that discount on to all customers.

» FPUD actively and successfully lobhied the Water Authority to extend the
“special agricultural waler rate.”

The net effcet of the merger will be a positive one for the Rainbow farming community,

Concern:

A merger with FPUD threatens Rainbow 's agricultural users, who would be disenfranchised by
the ar-large voting system imposed by FPUD, giving downtown Fallbrook voters the power 1o set
rates and policies for farmers and ranchers in the RMWD.

Facts:

FPUD hes proposed to LAFCO that 8 majority of directors elected to a merged board of directors
be from "divisions," not “at large.” Further, three of the four proposed divisions will contain the
bulk of Fallbrook and Rainbow farming opcrations, to assure continued representation for our
combined agricultural community. Only ane division would include the Fallbrook Village area.

Concern:

Employees of FPUD receive pensivn and healtheare bencfits nearly twice as costly as those
received by their counterparts at RMWD, so a merger would force RMWD ratepayers 1o
subsidize these more generous henefits.
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Facts:

FPUD and Rainbow make nearly identical employer contributions to cmployee retirement and
healthcure benefits plans. For example, retirement plan contributions’, as a percent of salaries,
arc shown below:

* Rainbow currcnt contribution o CalPERS: 15.7% (16.7% in 2015)

« Fallbrook current contribution to CalPERS: 16.6% 2

Another Growing Concern:

Rainbow's 2014-15 budget’, released fast month, reflects the negative impact of the Board's
March decision to break off its parinurship with FPUD.

Administrativc cxpenses will jump nearly threc-quarters of a million dollars (over 70%) absent
the benefits of shared management. Also, buried in that increase are the expenses for political
lobbying, public relations and legal services 1o opposs the merger process.

Morc alarming, however, arc the budget cuts imposed by the Rainbow Board to offset these
spending Increases. Essential district operatiuns being scaled back include:

Customer on-site response and repair by 9%
Finance hy 16%

Customer Service by 17%

Fleet vehicle maintenance by 18%

Safety and sccurity by 64%

Comments or questions? Email FPUD general manager Brian Brady at bbradv(@fpud.com.

I. Suurce: California Public Employees Retircment System Actuarial Office
2. 0.9% difference represents a survivor pension benefit

3. RMWD website, news/reports: Rainbow Municipal Water District, Budget for Fiscal Year 2014-15,
Expense Summary, pagel
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San Diego County Water Authority

4677 Overland Avenue * Son Diego, California 92123-1233
(858) 522-6600 FAX {858) 522.6568 www.sdewa.org

October 23, 2014

Tom Kennedy

General Manager

Rainbow Municipal Water District
3707 Old Highway 395

Fallbrook, CA 92028

Dear Tom,

Thank you for your letter asking for clarification on how the Water Authority sets its
wholesale rates to member agencies. Also, congratulations on your appointment as
General Manager of Rainbow MWD. We all look forward to working with you and your
staff as well.

The Water Authority does not and has not negotiated member agency specific rates or
charges with any individual member agency. Water Authority rates and charges are set
annually by the Board of Directors consistent with Board policy, cost of service
principles, and California law. The calculation of wholesale rates contained in the current
unbundled rate structure refiects uniformity in application and calculation methodology
with respect to all member agencies for purchases of water and use of Water Authority-
owned facilities. There are three distinctions that are applied to certain unbundled rate
categories.

1} Participants in the Water Authority's Transitional Special Agricultural Water rate
are considered to be in a separate class of service defined as commercial
agriculture. Those customers are not included in a member agency’s cost
responsibility calculation for the Storage Charge; they pay the equivalent of
MWD’s Tier 1 untreated full service rate for supply and do not pay the Water
Authority’s Melded Supply Rate.

2) Member agencies purchasing treated water from the Water Authority are charged
the Melded Treatment Rate in addition to the Melded Supply Rate, and agencies
that purchase untreated water pay only the Melded Supply Rate.

3) Member agencies that receive water through turnouts connected to Water
Authority-owned pipelines pay the Transportation Rate while member agencies
that receive waler from pipelines not owned by the Water Authority, but owned
by the Metropolitan Water District, do not pay the Transportation Rate for
deliveries through meters directly connect to MWD pipelines.

A public ogency providing a safe and reliable water supply Io the San Diego region

PRINTED ON RECYCLED PAPER



EXHIBIT C
Tom Kennedy
Qctober 23, 2014
Page 2

These distinctions in application of rate categories are not negotiated rates, but are
specific aspects of the rate structure adopted by the Board of Directors. As such, they
reflect Board-approved policy and are based on accepted cost of service principles and
California law. Because Rainbow and Fallbrook are the only member agencies with
turnouts connected to MWD-owned facilities, deliveries to those specific turnouts are not
charged the Transportation Rate under the rate ordinance. A copy of the current rate
ordinance is attached for your reference.

[ hope this information answers your question. Please let me know if you want to discuss
further.

Sincerely,

o

Maureen A. Stapleton
General Manager

Attachment: 2014 Rate Ordinance
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ORDINANCE NO. 2014- g,

AN ORDINANCE OF THE BOARD OF DIRECTORS OF THE SAN
DIEGO COUNTY WATER AUTHORITY SETTING RATES AND
CHARGES FOR THE DELIVERY AND SUPPLY OF WATER, USE
OF FACILITIES, AND PROVISION OF SERVICES

WHEREAS, Subdivision (11) of Section 5 of the County Water Authority Act provides, in
part that, the Authority’s Board of Directors, "as far as practicable, shall provide each of its member
agencies with adequate supplies of water to meet their expanding and increasing needs;" and

WHEREAS, Subdivision (13) of Section 5 of the County Water Authority Act provides that
the Authority may: "Fix, revise, and collect rates or other charges for the delivery of water, use of
any facilities or property, or provision of services. In fixing rates, the Board may establish
reasonable classifications among different classes and conditions of service, but rates shall be the
same for similar classes and conditions of service™; and

WHEREAS, Subdivision (j) of Section 7 of the County Water Authority Act provides in
part, that the Authority’s Board of Directors, “as far as practicable, shall fix such rate or rates for
water as will result in revenues which will pay the operating expenses of the Authority, provide for
required maintenance, and provide for the payment of the interest and principal of the bonded debt;”
and

WHEREAS, the Long-Range Financing Plan adopted by the Board of Directors
contemplates the establishment of sufficient rates and charges, when considered along with taxes
and other revenues of the Authority, to provide revenues for accomplishment of the Autharity’s
purposes and programs as determined by the Board of Directors; and

WHEREAS, pursuant to the County Weter Authority Act, the Board of Directors has
adopted ordinances and resolutions levying and fixing property taxes, water standby availability
charges and other rates and charges for delivery and supply of water, use of facilities and provision
of other services by the Authority, including, without limitation, a System Capacity Charge, water
Treatment Capacity Charge, an Infrastructure Access Charge, a Readiness-to-Serve Charge and
water rates and charges; and

WHEREAS, the Board of Directors, upon recommendation of the Rate Study Subcommittee
and the Fiscal Policy Committee, enacted Ordinance 2002-03, “An Ordinance of the Board of
Directors of the San Diego County Water Authority Seiting Rates and Charges for the Delivery and
Supply of Water, Use of Facilities and Provision of Services”, which established a new structure for
water rates and charges; and

WHEREAS, the rate structure is incorporated into the Water Authority’s Administrative
Code as section 5.00.050 of chapter 5.00; and

WHEREAS, since 2002, the Water Authority board of directors has regularly reviewed its
budget, fiscal policies, revenue requirements, cost allocations, rates, and charges, and has adopted
ordinances and resolutions establishing appropriate rates and charges for delivery and supply of
water, use of facilities, and provision of services; and
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WHEREAS, on May 21, 2002, the Authority filed a Notice of Exemption pursuant to the
California Environmental Quality Act (CEQA) for the project described as "Establishment of
water supply and delivery rates and charges including: Customer Service Charge, Emergency
Storage Program Charge, Transportation Rate, Supply Service Charge, Capacity Reservation
Charge and Readiness-to-Serve Charge, and maintaining the Infrastructure Access Charge and
Standby Availability Charge" stating the project is exempt from the requirements of CEQA
pursuant to the statutory exemption of Public Resources Code Section 21080(b)(8) and stating as
the reason therefore: "Project involves esteblishment of water rates, tolls, fares, or other charges
for the purpose of meeting operating expenses, including employee wages and benefits;
purchasing and leasing supplies, equipment, or materials; meeting financial reserve needs and
requirements; or obtaining funds for capital projects within existing service areas."; and

WHEREAS, the adoption of this ordinance is exempt from CEQA for the same reason;
and

WHEREAS, the Finance Department has presented a report dated May 14, 2014 to the
Administrative and Finance Committze (the “Report”) along with a Desalination Cost Allocation
Cost of Service Rate Study dated May 13, 2014 and letter amending the Desalination Cost
Allocation Cost of Service Rate Study dated June 9, 2014 by Carollo Engineers (the
“Desalination Cost Allocation Study™) describing the proposed rates and charges to be collected
from the member agencies; and

WHEREAS, on June 26, 2014 a duly noticed public hearing was held by the Administrative
and Finance Committee which thereafter recommended the adjustments to the Water Authority’s
rates and charges as set forth in this ordinance; and

WHEREAS, the Board has considered the recommendations of the Administrative and
Finance Committee and is fully informed; and

WHEREAS, the Board of Directors has considered its budget, fiscal policies, and prior
rate setting actions, the information contained in the Report, the Desalination Cost Allocation
Study, the testimony and other evidence presented during the public hearing, the
recommendations of the Administrative and Finance Committee; and

WHEREAS, the Board of Directors hereby makes the following legislative findings and
determinations:

1. The foregoing recitals are true and correct;

2. The rates and charges as proposed and recommended in the Report are exempt
from the requirements of the Califomia Environmental Quality Act pursuant to
Public Resources Code Section 21080(b)(8);

3. Any and all protests, if any, to the rates and charges as proposed and

recommended in the Reports are overruled;

The Report and Desalination Cost Allocation Study are approved;

The rates and charges as proposed and recommended in the Report and

Desalination Cost Allocation Study are reasonebly expected to generate revenues

that meet, but do not exceed, the Authority's revenue requirements to fund its

capital, operation, maintenence, and other costs, and the allocation of those costs

il

2-
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to the member agencies and others through the rates and charges are reasonable,
fair, and proper.

NOW, THEREFORE, the Board of Directors of the San Diego County Water Authority does
ordain as follows:

1. The Authority's revenues from taxes, water rates and charges consists of: ad
valorem property taxes, including payments of member agencies in lieu of taxes; a standby
availability charge levied pursuant to Section 5.2 of the County Water Authority Act, including
payments of such charges pursuant to Section 5.3 of the County Water Authority Act; an
infrastructure access charge levied pursuant to Section 5.00.050 (c) of the Administrative Code;
a System Capacity Charge and e water Treatment Capacity Charge levied pursuant to Section 5.9
of the County Water Authority Act and Ordinance No. 2013-03; and water rates and charges
having the following components as described in this ordinance: Customer Service, Storage,
Transportation, Treatment and Supply.

2. Ad valorem taxes, the standby availability charge and the systern and water
treatment capacity charges are not affected by this ordinance. All other water rates and charges
shall continue to be paid pursuant to existing authority until increased or adjusted as provided in
this ordinance.

3. Commencing January 1, 2015, the amount of the Infrastructure Access Charge to
be paid monthly by each member agency of the Authority, shall be $2.76 per equivalent meter
within the territory of the member agency and determined according to Table 1 attached hereto
end made a part hereof.
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Table 1 - Infrastructure Access Charge Allocation

IAC Equivalent
Member Agency Meters (ME) as
of 1213113'

NI R
Fallbrook P.U.D. _

AT TS LM et
R e

1,183,268
T R iy T dlr gl A

Y taeaa v

$ 30,391, 398 $ 2.532.358 ]
‘Equivalent meters rounded fo nsarest whole matar; annual and monthly charges rounded to nearest dollar.

4. Effective January 1, 2015, the Customer Service Charge is fixed at $26,400,000.
Commencing January 1, 2015 the amount of the monthly Customer Service Charge to be paid by
cach member agency shall be determined according to Table 2 attached hereto end made a part
hereof.
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Table 2 - Customer Service Charge Allocation

Membar Agency g&%‘g’ggﬁ CY156 Annual Charge Monthly Charge

T el L B C
-"1 ¥ ri'.-i:E"!:-lﬂ-.l fi.ran
=

= Ly, |.-'_'||-."‘;Z"Lb pl B ."l_":,"" l W

.'I.
- it T
5 .".'E_ k L [

I e T (S T T oHimes P
Rt 7 Fini e T T L Rty = B
e '-"-'!'-1...1- N P R e R 1 e ..."..1- L "‘

OﬂvanhainMWD
A 1] 1-- [ Ry ..2.' b “;' It ""t'
b AL R ""'-' it RN '.#'u L

PadraDmnMWD 63

l roy T m g - e . B
H{:LL -u-"' .'.'_' 1] I ':ﬂlw"‘" _f” ok 3_1. L NG e

T

ey

"Three-yaer rolling avaraga of M&!, SAWR and agricultural MWD dsliveries {excludes whealad watsr) based on FY11-FY13
period, Rounded ta nearest acre-foot. Annual and monthlychap ara rounded to nearest dollar.

5. Effective January 1, 20185, the Storage Charge is fixed at $63,200,000.
Commencing January 1, 2015 the amount of the monthly Storage Charge to be paid by each

member agency to the Authority for Storage as set forth in Table 3 attached hereto and made a
part hereof.

-5-
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Table 3 - Storage Charge Allocation

Member Agency ﬁﬁgﬂgﬁ%ﬁ CY15 Annual Charge Monthly Charge

o oERies cn mepig e r s

|

=

T P i T, T T g e,
Tl ..lf.'lf'-'.-l‘?"i-' 5_‘5__.,::;.- L 2. e i Are

2 e e e B .t ) N 1 S e s i b e ety
2l o LR R R s U e S i e

2,227,488

TR D R o T e T Tl Rt e Rty B s e Dy gy s
e S o vl e G . L T R S S ) e

e “i‘:l‘:.—-f.";?"&

TRl Gl T R T

408,471 5 $5E
Three-year rolling average of firm, non-agricultural MWD deliveries based on FY11-FY13 period. Raunded to the nearest
acra-foot. Annusl and monthly chames are rounded to naarest dollar,

6. Effective January 1, 2015, the Transportation Rate is fixed at $101 per acre-foot of
water delivered by the Authority through Authority facilities. Member agencies shall pay the
Transportation Rate for deliveries of Water Authority supplies in accordance with the procedures
and processes of the Administrative Code relating to billing and payment of the Municipal and
Industrial Water Rate. Payment of the Transportation Rate in connection with the wheeling of
third-party water (non-Water Authority supplies) will be determined by an agreement approved by
the Board of Directors. Wheeling of third-party water is also subject to a separate administration fee
as stated in the agreement.

7. Effective January 1, 2015, the Melded Treatment Rate is fixed at $278 per acre-
foot.

8. () Each member agency shall reimburse the Authority on a per-acre foot of water
delivered basis, except as otherwise provided in subdivisions (b) and (c), for rates, fees and
charges of the Metropolitan Water District of Southern Californis, the Imperia! Irrigation
District, or other sources of supply that may become available to the Authority (collectively the
Supply Charges). It is the intent of the Authority to charge the melded rate for supply

-6-
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representing the cost of water to the Authority for the appropriate class of service. Effective
January 1, 2015, the Melded Untreated Supply Rate (Melded Supply Rate) is $764 per acre-foot
to reflect the cost of the supply of untreated municipal and industrial water to the Water

Authority.

(b) Effective January 1, 2015 as part of the Supply Charges, each member agency
shall pay to the Authority a MWD Capacity Charge determined according to the method as set
forth in Tabie 4 attached hereto and made a part hereof,

Table 4 - Calendar Year 2015 MWD Capacity Charge Allocation

ber Agency 812802009
Del Mar, City of 34.1
aibrook P.LI.D. 450.8
W.D. 96.1
(Oivenhain MW 0. 5531
Pmnunmwgﬁ 7 5.8
of 203
BRI/

famona MW.D. 158.8
o, Ciyof _" 49320
FelD. 187.9
WO 520.3
0. 300.2
ok’ 142183

{Capmcity Chargs}
Colncident Pask Week Dellvories (AF)'
B2412010 81272011 T22012

M9 252 322

3825 4188 228.9
0.4 839 884
550.3 518.4 6042
448, 454, 4548
3338 288 287.0
"T1480 170.1 2047
5,178.0 46710
W52 2450 136.1
=9 4889 4105
1729 208.8 348.8
"1m.9' 122950 12750.5

832013

12.781.0

S-yaar
avernge
share®

02177%|
28249%
0.7067%
4.3463%
3.7164%

1.2841
6.4
1.8078%
3 8187%
23033%

100.0000%|

Charge is allocaied based on five-year riing sversge of member agency dellveries during reglonsl paak wesks. Anrrual charpes and tolsls

may not foot dus 1o rounding.

2 Peroantagos shown are rounded. Totals may not foot

CY2015 Charge

75,888
112

11

247,

140

(c) Effective Tuly 1, 2014 as part of the Supply Charges, each member agency
shall pay a MWD Readiness-to-Serve Charge determined according to Table 5 attached hersto

and made a part hereof.
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Table 5 - Readiness-to-Serve Charge Allocation

10-Yoar Average
Defiveries {AF)'

! £l " et ! |
e S f“'ri'l-.ll.'nff i

adeamMWD‘ R |

Illiirrl_

; saa

kL :I":i _-;_1. :I'-\!.-pl.-"J _v" 1k |. B

l‘“H‘ ek AT FEE '-...7
16042
R L R 3] s

Eftactive date Is July 1, 2014,

INet of $12,802,276 In stand-ty charge crodits and $45,246 In MWD sdministative fsas.

“Lakeside W.D. s silocatad 23.63% of Padre Dam M.W.0.'s deliveries prior to Janusry 2008, Lakeskde W.D.'s deliveries after Janussy 2008
are being melsred saparsioly kom Padre Dam MW.D's deliveries. Lakeside W.D, is sliocated 23,87% of Pate Dam's MW.D.'s
siand-by charge cradits besed upon parce! count.

(d) This section shall be administered in accordance with the Report approved by
this ordinance.

9. For the purposes of this ordinance, including the tables, the City of National City
and the South Bay Irrigation District are collectively referred to as Sweetwater Authority. Any
reference in this ordinance to Sweetwater Authority as a member agency shall be construed as a
reference to the City of National City and the South Bay Irrigation District.

10.  This ordinance shail be effective upon adoption, In licu of publication of the text
of this ordinance, the Clerk of the Board may publish a summary prepared by the General
Counsel.

11.  The provisions of this ordinance shall prevail over any provisions of the
Administrative Code relahng to rates and charges to the extent of any conflict. All existing rates
and charges shall continue in effect until adjusted as provided in this ordinance.
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12.  To the greatest extent possible the provisions of this ordinance shall be construed
to be compatible with the provisions of Section 8.2 (e) of the Agreement Between the San Dicgo
County Water Authority and the City of San Diego for the Emergency Storage Project (Joint Use
of Lake Hodges Dam and Reservoir and of Section 8.2 (¢) of the Agreement Between the San
Diego County Water Authority and the City of San Diego for the Emergency Storage Project
(Expansion of San Vicente Reservoir; however, the contract provisions shall control in the event
of a conflict).

13.  For the purposes of Section 6 of this ordinance, water delivered by the Authority
through the following tumouts is deemed not to be “water delivered by the Authority through
Authority facilities” — DeLuz 1, Fallbrook 3, Fallbrook 6, Rainbow I, Rainbow 8, Rainbow 9
and Rainbow 10.

PASSED, APPROVED AND ADOPTED, this 26th day of June, 2014 by the following

yote:
AYES: Unless noted below all Directors voted aye.
NOES: None
ABSTAIN: None

ABSENT: Morrison, Razak, TopoloW » Watkins, and H;iams
L :;‘EE%,Z;

Thomas V. Wormham, Chair

I, Doria F. Lore, Clerk of the Board of the San Diego County Water Authority, certify
that the vote shown above is correct and this Ordinance 2014- _01 _was duly adopted at the
mecting of the Board of Directors on the date stated above.

- e & %/k

Doria F. Lore
Clerk of the Board
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Debt Service Budget Summary
Total annual principal and interest payment

WATER DEPT Water Dept Recycled |Wastewater| Woastewater
Year Ending Red Mtn SRF Dept Dept* Dept District
June 30 94 SRF |Solar QECB WWTP SRF Jotals
2014 395,893 79,326 704,743 883936 | § 2,063,898
2015 395,893 712,178 883936 S 1,992,009
2016 395,893 720,029 1,767,872 | $ 2,883,785
Totals 1,187,680 79,326 | 2,136,851 3,535,745 6,939,702

*Zero net debt due to CSl rebate & SDGAE offsets
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WATER DEPARTMENT
Debt Service Budget
Project Detail

Project Title: = Red Mountain State Revolving Fund (SRF)

Description: During FY 10-11 the District was granted a loan from the State Revolving
Fund (SRF) for the Red Mountain Reservoir upgrade which was completed in Feb. *10.
The upgrades, mandated by the EPA required that the Red Mountain Reservoir either be
covered or additional water treatment was required. Covering the reservoir was nota
feasible project so the District appealed to the EPA and was granted allowance to add
ultra violet filtration. Before the upgrades began, the Rice Canyon fire swept through
Fallbrook and destroyed the existing Red Mountain chlorination facility. The area was
declared a disaster by both Federal and State governments allowing the District to apply
for FEMA and CalEMA reimbursement for damages. The District also had the facility
insured and received insurance procecds. The cost to complete the facility totaled $7.5M.

The Board’s original intent was to pay for the facility over time in the future by using the
Capital Improvement charge of $8.00/EMU. Since the SRF funding was available at an
attractive interest rate of 2.5707% for 20 years, the District opted to take the $6,140,437
loan so that revenues from the Capital Improvement charge could be used for other water
capital projects. The capital improvement charge and 1% property taxes are a major
source of funding for water capital improvements. As the state is in dire need of funds to
close the state wide budget gap, legislators are attempting to find a way to permanently
take our 1% property tax revenues, another issuc considered when the District elected to
accept the SRF funds. .

Current Payment Schedule:

The annual principal and interest payments for the SRF loan is $395,893 per year which
beganin FY 11-12.

Revenue Program:

Funds to pay the annual principal and interest will come from the Water Dept. 1%
property tax revenue. Since the 1% taxes are greater than the annual payment the
remainder of tax revenue will be allocated to Water capital improvements. The District
will pledge property tax revenue towards the debt in an attempt to restrict the funds and
potentially protect the funds from the state tax takeaway.
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and the Wastewater Capital Improvement Charge. For FY 13-14 the estimated revenues
required are:

Wastewater 1% Property Taxes = $ 768,000
Wastewater Capital Improvement Chg = 5 0

Transfer from Wastewater Ops = $ 138,600
Transfer from Recycled Ops = $ 92400
Total Annual Revenue = $ 999,000

Revenue Program for payment of Principal and Interest beginning FY 15-16

Wastewater 1% Property Taxes = $ 800,000
Wastewater Capital Improvement Chg = $ 740,000
Transfer from Wastewater Ops - $ 141,300
Transfer from Recycled Ops = $ 94320

Total Annual Revenue $1,774,647
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WASTEWATER DEPARTMENT
Debt Service Budget

Project Title:  Qualified Energy Conservation Bond (QECB) Solar Project Financing

Description: Financing was approved by the Board in FY 10-11 and construction of the
praject was completed July 1, 2011. Construction consisis of using 9.5 acres of existing
open and available land at the Wastewater Treatment Plant to install a 1 megawatt solar
clectric system which will offset approximatcly 70% of the Treatment Plant’s current
electrical demand with 100% clean energy.

The capacity is derived by optimizing available open land area while maximizing the CSI
(California Solar [nitiative) cash rebate capacity cap (1 megawatt) without exceeding the
current peak electricity demand at the Wastewater Treatment Plant.

Bond financing closed in November 2010 with the following terms:
¢ Total Loag $7,227,000
o Current Average Cost of SDG&E electricity: $0.125/kWh or $350,000 per year

beginning FY 11-12 and inflated by 3% per year or actual increase. This cost
savings will be transferred from the Wastewater Ops dept. to the debt service fund
to pay the principal & interest payments. For FY 13-14 $371,315 will be
transferred

e CSlrebate: $0.32/kWh for five years or approximately $768,065/year. Funds will
be used to pay debt service.

e Loan term: 16.5 years. Principal and Interest payments are accelerated over the
first five years to coincide with receipt of the CSI rebate.

s QECB loan issued at a taxable interest rate of 5.74%. The Federal government
will pay 70% of this interest rate, or 3.89%. District’s applicable rate is the
difference between the taxable rate less Federal Direct Pay or 1.85%

o AsofMarch 1, 2013 the District was informed by the Internal Revenue
Service that as the result of sequestration, payments made by the Federal
government toward our QECB bonds may be reduced by 8.7% of the
amount of expected Federal Direct Pay. Bond Counsel will be consulted
to determine the long term impacts of continued sequestration or the
resolution of sequestration.

Current Payment Schedule:

Payments began November 2011 paid semiannually for 16.5 years.



Revenue Program:
Repayment of this borrowing comes primarily from three sources, the CSI rebate of
$.032/kWh for the first five years, offsets to SDG&E payments by sewer customers and
the Federal subsidy for payment of interest. Each year this project has a positive cash

flow and these funds are transferred back into the Wastewater Capital budget.
Additionally the SDG&E offset will be transferred to cover debt service obligations.

.

Debt Servca Principle

1112011
5182012
11116/2012
5(168/2013
11/48/2013
S18/2014
11182014
SMa2ms
11182015
5182018
1MA&206
SHy2017
111822017
S18/2018
1118/2018
Shes2019
11/18/2019
Shesz2020
11/16/2020
SM182021
1118/2021
Sne/2022
1111er2022
S0
1MNy2023
51182024
1511812024
51872025
TMNY2025
5Ha/2028
112026
5M8/2027
1He2027

207,681
276,378
286,549
280,197
285,387
268,116
304,580
307,403
314,189
AN
134,503
135,837
143,324
144,649
162,437
183,645
181,845
163,441
171,864
173,452
182,210
183,004
193,000
104,783
204,250
208,137
215,879
217,974
228,203
230,312
240,944
243,170
254,210

Interest Total Pymt

414,830 7
201,454 ©
193,522 "
185,208 *
176,989 “
168,521 *
159,905 "
151,223 °
142,401 7
123,384 7
124,284 7
120,421 “
118523 "
112410 7
103,258 f

622,511
477,822
480,07
474,495
472,385
468,837
484,554
459,628
450,569
450,458
250,877
256,238
250,847
257,058
280,805
257,78
281,413
258,201
281,083
255,849
%2420
258,883
202,711
253,040
62,82
258,858
262,783
258,680
262,553
258,112
282,134
257,445
281,515

Fed Subsidy
261,275
136,606
131,218
126,641
120,014
114,286
108,464
102,537

96,555
20,441
84,271
81,852
79,008
78218
73,404
70,438
87,444
84,283
61,192
57,768
54,302
50,848
47,208
43,512
30,722
35,747
31,735
27,532
23,291
18,850
14,368

9,678

4947

Net FPUD

Pymt
341,230
341,238
348,854
348,854

[oL:1}
Rebate

768,065
784,225
760,404
766,802

752,819

SDGAE
Oftset

350,000
380,500
ar1,315
382,454
383,028
405,748
417,618
430,468
443,370
456,67
470,31
484,482
499.(;10
513,087
526,408

545,289
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Net Debt
341,238
(778,829)
348,854
(775.871)
352,371
{779,348)
358,080
{782,867)
360,015
(788,732)
174,806
(231,140)
180,830
(237,079)
187,280
(243,165)
183,960
(249,401)
200,881
{255,760)
200,037
(262,334)
215,444
{260,038)
22311
(275,906}
231,047
(282,540)
2,262
(200,144)
247,788
(207,523)
256,568
(2,478,821)

Unamort Reslricted

col

10,880
10,880
10,960
10,980
10,980
10,9880
10,660
10,860
10,880
10.980
10,580
10,080
10,880
10,980
10,880
10,980

175,080

Cash Per FY
(424,813)
(418,038)
{415.966)
(#15897)
(418730

(45,553)
(45,2060)
(44,895)
(44,453)
(43,928}
43317
(42,618)
(41,815)
{40,813)
{39.902)
{38,777)

258,568
{2.303,141}
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WASTEWATER DEPARTMENT
Debt Service Budget

Project Title: Wastewater Treatment Works Improvements. Application to apply for
SRF funds was approved by the Board in March ’11 and the Finance Agreement was
signed by the State Water Resources Control Board in November 2012.

Description: Rehabilitation Program

Due to the age of the facility a substantial amount of structural rehabilitation and
equipment replacement is required. An evaluation of the existing treatment plant was
performed to determine the most cost effective method to continue to provide reliable
treatment. Once the modifications were determined and prioritized a single
comprehensive Rehabilitation Project has been developed to provide another 20+ years of
reliable operation. The District has estimated the project design and construction to be in
the $30 million range. Design was completed in FY 12-13 and construction will begin in
FY 2013-14 and be completed in FY 2014-15. Principal and Interest payments of

$1,767.875 will begin one year after construction completion. Total financing approved
was|$28,357,000 at 2.2% for 20 years,

The following are key assumptions for repayment of principal and interest.

e Wastewater 1% Property Tax revenue to fund the bulk of the debt service.

o Implement a Wastewater Capital Improvement charge in the amount of
$10.00/EDU which will generate $1,000,000, $6 or more of which will be
allocated to this debt and the other $4 to wastewater collections systems
improvements.

e Transfer a portion of the debt service from Wastewater operations and Recycled
operations towards debt.

e During the approximate 30 months of construction, construction interest will
accrue on the amounts drawn and be added to the principal balance upon
construction's completion. Construction interest will accrue at the loan’s 2.2%
rate and will be approximately $394,000.

* Terms of the indebtedness require that a reserve fund in the amount of one year’s
principal and interest payment, or $1,767,875 be established. This amount must
be established prior to May 2016 (FY 15-16) when principal and interest
payments are scheduled to begin. Half of this required reserve will be established
during FY 13-14 and the remainder in FY 14-15.

Revenue Program for establishment of Reserve:

In order to establish the required reserve fund in the amount of $1,767,1875 by FY 15-16,
half of the funds, or $884,000 will be reserved in each of two fiscal years, beginning in
FY 13-14 and FY 14-15. Repayment of this borrowing comes from three sources, inter-
fund transfers from Wastewater and Recycled operations, Wastewater 1% property taxes
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RECYCLED WATER DEPARTMENT
Debt Service Budget

Project Title:  State Revolving Fund

Description: The District contracted with the State Water Resources Control Board
(SWRCB) for a loan to construct the recycled water distribution system consisting of the
Chlorine Contact Tank, pump station, and distribution pipeline which serves the Airpark
and High School areas.

Although the work was completed and the contractor finished the warranty repairs, the
SWRCB did not complete & final job reconciliation until November 1998. The District
received a total of $1,189,614 to finance the project. The final payment will be made in
December 2013. Interest on this loan is at 2.9%.

Current Payment Schedule:
Year Ending June 30 Principal Interest Total
2014 77.090 2,236 79,326
$ 77,090 $ 2,236 $ 79,326

Revenue Program:

Originally, the former Fallbrook Sanitary District would repay the portion applicable to
the Chlorine Contact Tank and FPUD would repay the pump station and pipeline
portions. Now that the merger is effected, a Recycled Water Fund has been established
and is budgeted accordingly. The budgeted level of recycled sales is sufficient to cover
the costs of this debt service.

2012-13 2012-13 2013-14
Budget Actual Budget

Operations of Recycled Dept.  $79,300 $§ 79300 $ 79,300
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EXHIBIT F

North County Joint Powers Authority
2010 Federal Census and Population Locations

District Population
Fallbrook Public Utility District

Area 1 7,530
Area 2 7,589
Area 3 6,323
Area 4 6,916
Area 5 4,110
Subtotal 32,468

Rainbow Municipal Water District

Division 1 3,776 |

Division 2 3,922 |'I

Division 3 3,931 |

Division 4 4,060 II |

Division 5 3,922 {

Subtotal 19,611 G Y

]

Total 52,079 1 I
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