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Legal Fight Saves District More Than $11 Million in Fee Increases

In 2009, EID joined a coalition of hydroelectric licensees (those agencies
that hold federal licenses to operate hydropower generation projects) in or-
der to challenge a new land-use fee schedule imposed by the Federal Energy
Regulatory Commission (FERC). FERC, at the time, had proposed imme-
diately doubling the fees that the licensees pay annually for their projects’ use
of federal lands, with greater increases to follow.

“FERC’s new method would have caused annual land-use fees for EID’s
Project 184 to increase drastically from about $172,000 in 2008 to more
than $2.9 million per year, starting by 2011,” said EID General Counsel
Tom Cumpston. “Our goal was to pay FERC reasonable land-use fees. The

magnitude of the proposed increases was simply not reasonable.”

Pyramid Creek, part of EID's Project 184 hydropower
generation system

The coalition of agencies successfully sued to block the massive regulatory
overreach and continued to actively participate in FERC’s “long-form” rulemaking process
to develop a different fee methodology.

In late 2011, FERC issued a draft rule that incorporated many of the coalition’s recommen-
dations, but would still have tripled the annual fee. The coalition continued to press for a
more reasonable framework.

FERC approved the final rule in mid-January of this year. Although it did not incorporate

all of the changes sought by the coalition, it did adopt a key change in calculating land val-
ues that greatly reduces the fee in the arid western states. FERC also agreed to phase in the
new fee over two years, with a 25 percent discount in 2013.

“The bottom line is that under the final rule, Project 184’ fee in 2013 will actually decrease,”
said Cumpston. “They’ll rise back up to current levels in 2014 and 2015, and adjust again in

2016—most likely upward—based on the revised land values and inflation. This is a much more equitable scenario.”

Tom Cumpston

“We've spent less than $50,000 as our share of the coalition’s legal fees,” said EID General Manager Jim Abercrombie. “This
investment has saved the District’s ratepayers an estimated $11.3 million in fee increases—what we would have paid between
2009 and 2014 had we not fought the FERC initiative. That’s money well spent in my book.”

Safety Award Recognizes EID Plant Mechanic

Jim Sadler, senior plant mechanic at the District’s Deer Creek waste-
water treatment plant, has been mindful of safe practices throughout
his 17 years with EID. He was recently honored with the Association
of California Water Agencies-Joint Powers Insurance Authority “H.R.
LaBounty Safety Award.” The award recognizes employees for their
contribution, time, and effort in improving workplace safety. Sadler
received the award for designing and installing a removable guardrail
and fall protection anchor point system at the Deer Creek facility.

“Over his career, Jim has regularly contributed to making safety and
operational improvements,” said EID Safety and Security Officer
Ron Kilburg. “His implemented design effectively eliminates a seri-

Jim Sadler pictured at the Deer Creek wastewater ous fall hazard.”
treatment facility using the safety system he designed and - L. y . )
implemented. The system eliminates a serious fall hazard. This recognition is well deserved,” said EID General Manager Jim

Abercrombie. “It really highlights Jim’s dedication to 100 percent
safety—one of the District’s core guiding principles.”



There’s a lot going on in
the water and wastewa-
ter world that affects all
of us—from regulatory
changes and necessary
infrastructure mainte-
nance and replacement,
to how we manage our
revenues and debt. I
think it’s vital to share the strategies we use to ensure a sound financial future and
maintain the high levels of service. I'd like to take this opportunity to update our
customers and community on the state of the District and how we plan to meet
these challenges by planning proactively and always aiming to lessen the impact they
have on our customers.

Message from the
General Manager

EID's Financial and
Performance Update 2013
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Jim Abercrombie

Regulatory Changes, Facility Replacement, and Infrastructure Upgrades

EID faced major challenges to achieve regulatory compliance in the late 1990s. In
1999, the Board forecast that $176 to $300 million in capital investments would be
needed to comply with the California Department of Public Health’s requirements
concerning the lining and covering of drinking water reservoirs, new wastewater
treatment requirements mandated by more stringent Regional Water Quality Control
Board regulations and permits, and to address a large backlog of deferred facility re-
placements that have reached the end of their life. This estimate did not include the re-
turbishing of aging Project 184 flume or dam structures, which EID was in the process
of acquiring from PG&E. Although extensive work has been completed, a number

of these structures, some built as early as 1939, still remain in urgent need of replace-
ment today. Project 184 supplies about one third of our customers’ drinking water and
provides an average of $8 million per year in power generation revenue.

'These projects were finally undertaken in the 2000s. About half of the $300 million in
capital expenditures was spent on unfunded state and federal water quality mandates,
and half on replacing deteriorating assets. Although some projects accommodated new
development, the vast majority of the $300 million was spent for the benefit of exist-
ing customers—meaning that rate revenues were the proper means of paying for the
projects. Despite the previous forecasts and the planned capital work, rates were not

adequately adjusted to help pay for these projects from the mid-1990s through 2008.

Debt Management

During the height of the housing boom, EID used new connection fee revenues
(called facility capacity charges, or FCCs) to fund construction projects and to pay
for a significant portion of the debt incurred by these projects rather than to increase
rates to pay for these projects. While this strategy minimized rate increases to cus-
tomers, it was not sustainable. The collapse of the housing market made it necessary
for EID to return to the standard industry practice where rates charged to existing
customers pay for the debts incurred for the capital projects that directly benefit
them. Looking back, the District should have slowly increased rates by about five
percent each year, starting in the late 1990s, which would have avoided the double
digit rate increase over the last few years.

Revenue Variability and Strategies for Sound Financial Practices

EID responded by implementing a three-pronged approach in dealing with the FCC
revenue variability and increased debt costs. 1) We have increased non-rate revenue by
renegotiating our hydroelectric contract, which now averages approximately $8 million of
income per year, more than double the old amount; 2) We have lowered costs by making
significant cuts to operating expenses, restructuring some debt payments, and deferring
projects. EID reduced staff by more than 30 percent, rolling stafhing back to 1999 levels
even though the number of services the District provides increased by 50 percent. We
also renegotiated our employee association contract in 2010 and 2012, reducing and
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Putting Science into Action

Students in Joni Price's biology class learn
about water purification during a presentation
she developed while an extern at EID

Since 2009 EID has partnered with Fol-
som Lake College’s El Dorado Center in
its Career Technical Partnership program.
'The program, funded through a grant with
the California Department of Education,
provides an opportunity for high school
teachers to participate in a week-long
externship during their summer break at a
participating local business.

'The college matches teachers with busi-
nesses that suit their field of teaching. At
the end of the week, the teachers develop a
curriculum that meets state teaching stan-
dards and are available to other teachers
state-wide. The curriculum highlights real
world jobs and develops career interests for
our local youth.

In the summer of 2012, EID was paired
with Joni Price. Joni teaches biology
along with physical and earth science at
Ponderosa High School. She recently
invited EID staff to see a presentation
based on her experience at EID.

Joni asked students to purify a cup of dirty
water using only the items she gave them
for the project. This was a real hands-

on task that involved good team work,
patience and communication.

Treating water to drinking water stan-
dards takes time, so patience was definitely
a must and those who had it came out the
“clear” winners. The team with the clear-
est water earned a few extra credit points.
'They also learned that just because it looks
clean doesn’t mean you can drink it. The
rest of the treatment process would need
to continue on for chemistry class.

To learn more about EID in the
community and find teacher and student
resources, visit our website at www.eid.
org, click on About Us > Community

Outreach > Educational Resources.



Q & A: Measuring Performance

A conversation between Mary Lynn Carlton, EID
Communications and Community Relations Director
and General Manager Jim Abercrombie regarding EID’s
Performance Measurement Program

Can you tell me how EID measures its performance?

Like most businesses, EID measures performance both over
time and by comparison to similar utilities. In order to assure
that we are providing safe and reliable water and wastewater ser-
vices at comparable rates, the District’s performance is measured
in four primary categories—public health and safety, customer
service, eficiency trends, and finance. Within these categories,
we measure against what we call “Key Performance Indicators.”
We compare ourselves to similar utilities such as Placer County
Water Agency, Nevada Irrigation District, Tuolumne Utility
District, San Juan Water District, Calaveras County Water Dis-
trict, Sacramento Suburban Water District, South Tahoe Public
Utility District and Amador Water Agency. We also compare
ourselves to standards developed by the American Water Works
Association (AWWA), Standard and Poor’s rating agency, U.S.

Bureau of Labor Statistics, and other agencies in our field.

Overall, how you do you think EID is doing, when compared

to others in our industry?

I am happy to say that I think we’re doing a pretty good job.
With a lot of hard work by staft, we've been able to improve in
these areas over time. As you will see below, we have exceeded
in some areas. We still have some work to do in other areas.

Can you share some specific measurements and scores?

Public Health and Safety / 2012 Notices of Regulatory
Violations

It’s important to provide safe, reliable water and wastewater ser-
vices, and that’s why we measure the number of regulatory vio-
lations we receive and the number of sanitary sewer overflows
(SSOs) we experience. We have only had one minor threshold
exceedance at Strawberry Water Treatment Plant and we have
had zero violations in the wastewater and hydro areas.

2012 Sanitary Sewer Overflows

EID was rated as having one of the best records in our class,
according to AWWA, reducing SSOs from 12 per 100 miles of
pipe in 2009 to only two per 100 miles of pipe in 2012.

Customer Satisfaction

Measuring customer satisfaction is important because we want
to make sure we are providing our customers with the best
service possible, whether it is answering customers’ questions,
repairing broken waterlines, performing a water audit, assisting
customers with obtaining grants, or providing high-quality
recreational services. In 2012, 89 percent of customers who
responded to our survey reported that they are satisfied with
their level of service provided.

Efficiency Trends

It is important to measure efficiencies in various areas of our
business so we can tell if we are being as productive as possible
in the way we do our work, whether it is in a technical or a
business area. Examples include:

2012 Service Reliability / Minimizing Length of Unplanned
Wiater Outages—Ranked in the top quartile in service
reliability based on Associated Water Works Association
(AWWA) standards.

2012 Number of Accounts Serviced per Employee—290 accounts

serviced per employee (second best among similar agencies).

Financial

Measuring our financial indicators is important because it tells
us whether we are at or below the median average monthly
billing rate of other agencies in our area, as that is where we
strive to be. We want to make sure we always maintain a great
credit rating, so that those who rate our bonds will see us as a
credible agency and provide us with lower interest rates. Here
are some examples of our results:

2012 Regional Bill Comparisons (see charts on our website)
* Water—Monthly cost in lowest third of similar
neighboring utilities.
* Wastewater—Monthly cost at midpoint of similar tertiary
treatment facilities.

2012 Debt to Total Asset
* Falls in the “moderate” range for utilities, per Standard
& Poor’s, including the significant infrastructure
replacement program.

Debt Service Coverage
* In 2012 Standard & Poor’s raised EID’s credit rating from
A to A+, and Moody’s re-affirmed our A1l rating.

Other details of our Performance Measure Plan may be viewed
on our website at www.eid.org.

What steps do you take to ensure that EID does not slip in its
performance, and strives to improve even more?

We have performance measures embedded in every employee’s
performance goals and objectives. These individual performance
goals support the District’s overall goals. Employees, by nature,
like to meet or exceed their own performance goals, and it is
very important that they are tied together.

Is this information communicated to the Board, ratepayers
and other stakeholders?

Yes, I provide an annual report and presentation to the Board
of Directors and to the general public during a Board meeting.



Continued from Page 2

tightening the retirement benefits for new hires and obtaining
other salary and benefit concessions from existing employees.
Two rounds of debt refinancing have locked in low interest rates
and deferred payments. Our current five-year capital improve-
ment plan (CIP) is less than one-third its former size. On page
13 of EID’s 2011 Comprehensive Annual Financial Report you
can see the results—we've reduced annual operating expenses

by nearly 10 perecent, or $4.7 million, since 2008. The District’s
2013 operating budget continues a flat budget trend. All of these
documents are available on our website; and 3)After cutting costs
and increasing hydroelectric revenue, we resorted to increasing
rates to cover the remaining debt service costs associated with
capital reinvestment and to pay down the debt incurred for this
reinvestment. Standard industry practice allocates appropriate
debt costs to existing customers through water, wastewater, and
recycled water rates. This ensures that existing customers pay

for the portion of debt incurred on capital projects that directly
benefit them. Therefore, rate increases for each of these enterprise
utilities varied depending on the debt allocated.

Looking Forward

'The District’s five-year financial plan continues to hold the line on
operating costs. Projected increases for operation and maintenance
expenditures are limited to two percent per year. Recently imple-
mented rates primarily pay for the increase in annual debt from

$19.8 million in 2012 to $29.4 million in 2016.

EID’s five-year financial plan has forecast the need to finance ap-
proximately $60 million in future CIP expenditures. Again, most
of these costs are for mandated projects, such as state and federal
requirements to strengthen Forebay Dam at a cost of roughly $16
million. Also included are service reliability projects, such as re-
placing Project 184’s 73-year-old Flume 41. Failure of these aging
flumes would result in costly environmental damage, lost power-
generation revenues, and severe water supply constraints similar to

those suffered in Placer County in 2011.

'The District continues to implement cost cutting measures in
pension and healthcare benefits. In 2012, EID was one of the
first agencies to reduce pensions for new employees, significantly
reducing future pension costs. Present day pension costs have
been reduced from $3.8 million in 2009 to $3.0 million in 2011,
primarily through a reduction in staff. The District has fully met
all required pension contributions, as well as contributing to a

separate account that addresses funding gaps created by the reces-
sion and economic volatility.

With Board approval, EID will implement a key provision of last
fall's Pension Reform Act five years early, whereby District employ-
ees will be paying 100 percent of their retirement contributions.
This early implementation will save our ratepayers approximately
$325,000 in 2013, $675,000 in 2014, and approximately $3.1 mil-
lion from 2013 through 2017, when the law is fully enacted.

In Closing

I'understand that implementing the recent rate increases have
been difficult on our customers. Playing “catch up” on rates
that should have been implemented many years earlier is not
the best strategy. Looking forward, our goal is to keep annual
rate increases at or near the Consumer Price Index. Finally, I
want to assure you that EID has a solid long term financial
plan going forward and maintains high levels of performance
compared to measurable industry standards. Two things make
this outstanding level of service possible: the continuing com-
mitment and dedication of EID’s outstanding employees, and
your support as a ratepayer for the necessary reinvestment in
our vital water, wastewater, and hydroelectric assets to pro-
tect our facilities for many years to come.

What you can enjoy

@ Day use and overnight
camping — 191 individual
sites and large group areas;
separate equestrian camping
area with corrals

® 640 surface acres of lake
water

@ 8.5 miles of shoreline

® 2 boat ramps (no personal
water craft)

@ Boat rentals available
(Memorial Day - Labor Day)

® More than 9 miles of hiking,
mountain biking, and
equestrian trails

® Event facility with full
kitchen available for rent

4771 Sly Park Road, Pollock Pines, CA
(530) 295-6810 www.eid.org

Owned and operated by El Dorado Irrigation District

Scheduled 2013 Regular Board Meetings

January | February | March April May June July | August | September | October | November | December
14 11 11 8 13 10 — 12 9 15 (T) 12 (T) 9
28 25 25 22 28 (T) 24 22 26 — 28 25 —

Board meetings generally occur on the second and fourth Monday of each month. The dates marked (T) take place on a Tuesday.

& A

In accordance with the Americans with Disabilities Act and California law, it is the policy of the El Dorado
Irrigation District to offer its public programs, services and meetings in a manner that is readily accessible to
everyone, including individuals with disabilities. If you are a person with a disability and require information or
materials in an appropriate alternative format; or if you require any other accommodation, please contact the

ADA Coordinator at the number or address below at least 72 hours prior to the meeting or when you desire
to receive services. Advance notification within this guideline will enable the District to make reasonable arrangements to ensure accessibility. The District ADA
Coordinator can be reached by phone at (530) 642-4045 or e-mail at adacoordinator@eid.org

The Waterfront is written and designed by EID’s Communications and Community Relations Department.
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