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What's your favorite thing to do each |
month??

ission Springs Water District




Let’'s talk rates!

* All Utilities Are Not the Same
» Government Finance 101

» Financial Master Plan (Revenue Ne
» Cost of Service (Rate Setting)

* What is Prop 218

« Community Engagement
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CV Water Agencies MSWD

« Mission Springs Water District — County Water District

« Coachella Valley Water District — County Water District

* Desert Water Agency — Special Act District

* |Indio Water Authority — Municipal

« Coachella Water Authority — Municipal

 Myoma Dunes Water Company — Mutual Water Company
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A Primer on
Government
Finance
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Introduction to Public Finance MWD

 Local government obtains its authority to exist and function from
the State Legislature

* The conduct of all business is controlled by a combination of
State Statutes (Codes), Constitution and case law

« A Board of Directors has the legal and fiduciary™* responsibility
to follow all the laws

*Note: Fiduciary Responsibility places the Board of Directors as Trustees of the District’s assets ﬂ
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Annual Audits Verify Accountability

Mission Springs Water District

California Government Code Section 6505 e

FINANCIAL REPORT (ACFR) 20
For Fiscal Year Ended Jun

Requires that annually public agencies shall
contract with a Certified Public Accountant. (s)
... and shall conform to generally accepted
auditing standards... and that significant
estimates used by management fairly present
the financial position of the District.

66575 Second Street, Desert Hot Springs, CA 92240
www.mswd.org e 760-329-6448




District Cash (Sources- Uses) MSWD

Water and
Sewer
User Charges &
Other Income,
inc. Taxes
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Provide, protect & preserve our most precious resource...WATER

Mission Springs Water District

There are Different Uses of
Money in Public Accounting

* An agency may have millions in the
bank HOWEVER it can’t be spent as
they wish

 Connection Fees for construction can
not be spent for operations and
maintenance

« RESERVES/DESPOITS held as a
requirement for borrowing can not be
spent
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Restrictions on Handling of Money ===

« REVENUE from water sales can not be spent on
sewer operations and vice versa
* Inter fund loans are authorized

« GRANT FUNDS must be used for the purpose
that they were obtained for

« REVENUES & EXPENSES are generally
identified by a fund
« Water

« Sewer
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Why is Knowing the Cost Important? L

\.,&

* A charge for service has to reflect the
"reasonable” cost of providing the service

« Knowing the cost of a service

* Allows the District to evaluate cost
effectiveness

 Assists In project planning and resource
management

* |dentifies cost effective alternatives




What is Prop 218

Right to Vote on Taxes Act
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State Law (What the District Must Do) ==

The rates and charges to be collected by the district shall be
fixed to yield an amount sufficient to do each of the following:

(a) Pay the operating expenses of the district

(b) Provide for repairs and depreciation of works owned or
operated by the district

(c) Pay the interest on any bonded debt
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Public Agency Rates & Charges

* The rate/charge must reflect the cost of providing the service

« Rate/charge must be proportional to benefit —

« Rate/charge can not be discriminatory
* Prop. 218 precluded the use of “Senior” discounts | I

* |[f one class of customer is charged less than actual cost, other
customers would be charged more

 Portion of charge over cost is a “TAX”
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Potential Best Practices to Ensure =
Financial Strength

1. ldentify key cost drivers in each cost center

« Labor
* Material
« Equipment & Outside Services —i.e. (Energy)

Cost reductions without compromising performance

mplement improved technology
mprove business practices in each cost center

o~ WD

Revenue increase
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Word of Caution in
Challenging Times

* First reaction is to delay
purchase of capital items

« Second is to delay replacement
of facilities

» Delay maintenance

* This will cause more harm in
the long run

Mission Springs Water District
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Financial Master Plan

Mission Springs Water District

* It is recommended that organizations perform a financial master
plan update every 3 to 7 years

* |t addresses:
o Operating Costs
o Infrastructure needs — including maintenance
o Growth
o Cost of Service
o State and Federal mandates
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Obligation to Study Rates & Finances |

 Establishes focus for District expenditures
* Impacts most aspects of the operating budget

* Answers questions about the District’s future for: ==
» Independent Auditors 4 2
» State Controller

* Debtors
» Keeps decision making local ‘

¢ Sta te Can ta ke Ove r fO r D i StriCt Water and Wastewater Financial

Plan and Rate Study

* Primary focus of customers = rates
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Rate Study Process

Prop 218/ AB 2257 Compliance

Rate Adoption

Cost of Service
and Rate Design

Study
Framework

Financial Planning
and Revenue

Community Engagement
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CLEAR Committee

* June 19: Application window for CLEAR opens
* July 2: Deadline to apply to CLEAR closes

Mission Springs Water District

* July 3: Committee roster finalized

* Tuesdays: 6-7:30 p.m. @MSWD
* Four meetings of CLEAR
* July8
 July15
* July 22 E
* July 29

* Aug 18: Final committee recommendations
presented to the board

ooo|:
mOo|:
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MSWD
Dashboard Model — Status Quo

Mission Springs Water District
Water Financial Plan and Cost of Service Study FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 FY 2031 FY 2032 FY 2033 FY 2034 FY 2035
Collective Rate Increase 0.0% 0.0% 0.0% 0.0% 0.0%
Revenue Adjustments 0.0% 0.0% 0.0% 0.0% 0.0%
Effective Month March January January January January January January January January January
Monthly Cost $43.40 $43.40 $43.40 $43.40 $43.40 $43.40 $43.40 $43.40 $43.40 $43.40 $43.40
Proposed Bond Proceeds ($millions) $5.0 $15.0 $0.0 $0.0 $0.0 $0.0 $8.0 $0.0 $0.0 $0.0
Proposed Grant Funding ($millions) $1.0 $5.9 $0.9 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Proposed Developer Reimbursement ($millions) $16 $0.0 $4.1 $0.0 $0.0 $0.0 $0.0 $5.0 $0.0 $0.0
CIP to Spend 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%

I Total Annual CIP $1,879,712 $13,051,330 $32,197,647 $11,882,638 $1,384,989 84,440,783 34,618,414 $11,382,810 $11,838,122 85,195,088 $12,804,113
Ending Cash Rserves $31,488,646 $26,413,402 $14,017,979 $5,861,216 $2,772,913  ($3,749,917) ($10,753,908) ($17,372,230) ($27,780,621) ($36,837,309) ($53,600,194)
Target Cash Reserves $5,527,005 $5,733,659 $5,943,622 $6,146,320 $6,356,349 $6,573,988 $6,799,958 $7,034,147 $7,276,870 $7,528,452 $7,789,234
Variance from Target ($6,638,551) ($11,920,449) ($24,525,835) ($32,885,297) ($36,183,629) ($42,924,098) ($50,154,058) ($57,006,569) ($67,657,683) ($76,965,954) ($93,989,620)
Days Cash on Hand 669 533 262 106 49 (64) (179) (275) (427) (551) (787)
Calculated Debt Service Coverage 3.38 3.84 3.70 3.16 (0.02) (0.24) (0.42) (0.46) 165 (0.80) (1.11)
Debt Coverage Requirement 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20
Reserve Target $38,127,198  $38,333,851 $38,543,814 $38,746,512 $38,956,541 $39,174,181 $39,400,150 $39,634,340 $39,877,062 $40,128,644  $40,389,426

Operating Reserve 25% of annual O&M $4,145,997 $4,297,410 $4,449,924 $4,592,873 $4,740,765 $4,893,781 $5,052,542 $5,216,835 $5,386,865 $5,562,847 $5,745,005

Capital Reserve Beginning Bal 100% $32,600,192 $32,600,192 $32,600,192 $32,600,192 $32,600,192 $32,600,192 $32,600,192 $32,600,192 $32,600,192 $32,600,192 $32,600,192

Capital Reserve 50% annual depreciation expense $1,381,008 $1,436,248 $1,493,698 $1,553,446 $1,615,584 $1,680,207 $1,747,416 $1,817,312 $1,890,005 $1,965,605 $2,044,229
Suggested Emergency Cash $10,000,000 $10,300,000 $10,609,000 $10,927,270 $11,255,088 $11,592,741 $11,940,523 $12,298,739 $12,667,701 $13,047,732 $13,439,164

Debt Coverage Ending Fund Balances
5.00 g $60
3.84 = 4E
400 540 3.70 16 = 40 T
3.00 I I $20 $14.0
$5.9
2.00 165 A
- 30
cHE NN L
0.00 — 20 -$17.4
-0.02 0.24 - . $40 -$27.8
-1.00 -0.42 -0.46 0.80 -$36.8
' -1.11
-2.00 -$60 -$53.6
FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 FY 2031 FY 2032 FY 2033 FY 2034 FY 2035 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 FY 2031 FY 2032 FY 2033 FY 2034 FY 2035
= Calculated DSC Requirement Ending Balance ~ ===Reserve Target = ====Suggested Emergency Cash
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MSWD
Dashboard Model — 8 %

Mission Springs Water District
Water Financial Plan and Cost of Service Study FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 FY 2031 FY 2032 FY 2033 FY 2034 FY 2035
Collective Rate Increase 8.0% 16.6% 26.0% 36.0% 46.9%
Revenue Adjustments 8.0% 8.0% 8.0% 8.0% 8.0%
Effective Month March January January January January January January January January January
Monthly Cost $43.40 $46.87 $50.62 $54.67 $59.05 $63.77 $63.77 $63.77 $63.77 $63.77 $63.77
Proposed Bond Proceeds ($millions) $5.0 $15.0 $0.0 $0.0 $0.0 $0.0 $8.0 $0.0 $0.0 $0.0
Proposed Grant Funding ($millions) $1.0 $5.9 $0.9 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Proposed Developer Reimbursement ($millions) $1.6 $0.0 $4.1 $0.0 $0.0 $0.0 $0.0 $5.0 $0.0 $0.0
CIP to Spend 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
Total Annual CIP $1,879,712  $13,051,330 $32,197,647 $11,882,638 $1,384,989 $4,440,783 $4,618,414 $11,382,8610 $11,838,122 $5,195088 $12,804,113
Ending Cash Rserves $31,488,646 $26,778,316 $16,109,470 $11,026,823 $12,542,971 $12,347,797 $12,607,146 $13,322,489 310,449,653 $9,032,028 ($47,343)
Target Cash Reserves $5,527,005 $5,733,659 $5,943,622 $6,146,320 $6,356,349 $6,573,988 $6,799,958 $7,034,147 $7,276,870 $7,528,452 $7,789,234
Variance from Target ($6,638,551) ($11,555,535) ($22,434,345) ($27,719,690) ($26,413,570) ($26,826,383) ($26,793,005) ($26,311,851) ($29,427,409) ($31,096,616) ($40,436,769)
Days Cash on Hand 669 540 301 200 222 212 210 211 161 135 (1)
Calculated Debt Service Coverage 3.38 4.24 4.68 4.94 2.72 3.52 3.90 2.89 5.05 2.75 2.98
Debt Coverage Requirement 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20
Reserve Target $38,127,198 $38,333,851 $38,543,814 $38,746,512 $38,956,541 $39,174,181 $39,400,150 $39,634,340 $39,877,062 $40,128,644 $40,389,426
Operating Reserve 25% of annual O&M $4,145,997 $4,297 410 $4,449,924 $4,592,873 $4,740,765 $4,893,781 $5,052,542 $5,216,835 $5,386,865 $5,562,847 $5,745,005
Capital Reserve Beginning Bal 100% $32,600,192 $32,600,192 $32,600,192 $32,600,192 $32,600,192 $32,600,192 $32,600,192 $32,600,192 $32,600,192 $32,600,192 $32,600,192
Capital Reserve 50% annual depreciation expense $1,381,008 $1,436,248 $1,493,698 $1,553,446 $1,615,584 $1,680,207 $1,747,416 $1,817,312 $1,890,005 $1,965,605 $2,044,229
Suggested Emergency Cash $10,000,000 $10,300,000 $10,609,000 $10,927,270 $11,255,088 $11,592,741 $11,940,523 $12,298,739 $12,667,701 $13,047,732 $13,439,164
Debt Coverage Ending Fund Balances
6.00 @ $45
S $40
5.00 =9$35  §315
3.90 $30 $26.8
4.00
338 3.52 $25
2.98
3.00 2.72 $20 $16.1
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FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 FY 2031 FY 2032 FY 2033 FY 2034 FY 2035 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 FY 2031 FY 2032 FY 2033 FY 2034 FY 2035
mmm Calculated DSC Requirement Ending Balance —Reserve Target — Suggested Emergency Cash
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MSWD
Dashboard Model — 9 %

Mission Springs Water District
Water Financial Plan and Cost of Service Study FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 FY 2031 FY 2032 FY 2033 FY 2034 FY 2035
Collective Rate Increase 9.0% 18.8% 29.5% 41.2% 53.9%
Revenue Adjustments 9.0% 9.0% 9.0% 9.0% 9.0%
Effective Month March January January January January January January January January January
Monthly Cost $43.40 $47.31 $51.56 $56.20 $61.26 $66.78 $66.78 $66.78 $66.78 $66.78 $66.78
Proposed Bond Proceeds ($millions) $5.0 $15.0 $0.0 $0.0 $0.0 $0.0 $8.0 $0.0 $0.0 $0.0
Proposed Grant Funding ($millions) $1.0 $5.9 $0.9 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Proposed Developer Reimbursement ($millions) $1.6 $0.0 $4.1 $0.0 $0.0 $0.0 $0.0 $5.0 $0.0 $0.0
CIP to Spend 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
Total Annual CIP $1,879,712 $13,051,330 $32,197,647 $11,882,638 $1,384,989 $4,440,783 $4,618414 $11,382,810 $11,838,122 $5,195,088 $12,804,113
Ending Cash Rserves $31,488,646 $26,823,930 $16,377,186 $11,705633 $13,862,472 $14,584,758 $15,935,338 $17,784923 $16,090,641 $15,897,214 $8,089,057
Target Cash Reserves $5,527,005 $5,733,659 $5,943,622 $6,146,320 $6,356,349 $6,573,988 $6,799,958 $7,034,147 $7,276,870 $7,528,452 $7,789,234
Variance from Target ($6,638,551) ($11,509,921) ($22,166,629) ($27,040,879) ($25,094,069) ($24,589,422) ($23,464,813) ($21,849,416) ($23,786,421) ($24,231,430) ($32,300,369)
Days Cash on Hand 669 541 306 213 245 250 266 281 247 238 119
Calculated Debt Service Coverage 3.38 4.29 4.81 5.18 3.10 4.07 4.55 3.40 5.59 3.32 3.66
Debt Coverage Requirement 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20
Reserve Target $38,127,198 $38,333,851 $38,543,814 $38,746,512 $38,956,541 $39,174,181 $39,400,150 $39,634,340 $39,877,062 $40,128,644 $40,389,426
Operating Reserve 25% of annual O&M $4,145,997 $4,297,410 $4,449,924 $4,592,873 $4,740,765 $4,893,781 $5,052,542 $5,216,835 $5,386,865 $5,562,847 $5,745,005
Capital Reserve Beginning Bal 100% $32,600,192 $32,600,192 $32,600,192 $32,600,192 $32,600,192 $32,600,192 $32,600,192 $32,600,192 $32,600,192 $32,600,192 $32,600,192
Capital Reserve 50% annual depreciation expense $1,381,008 $1,436,248 $1,493,698 $1,553,446 $1,615,584 $1,680,207 $1,747,416 $1,817,312 $1,890,005 $1,965,605 $2,044,229
Suggested Emergency Cash $10,000,000 $10,300,000 $10,609,000 $10,927,270 $11,255,088 $11,592,741 $11,940,523 $12,298,739 $12,667,701 $13,047,732 $13,439,164
Debt Coverage Ending Fund Balances
6.00 2 $45
S $40
5.00 =
535 315
4.07
400 3.66 $30 $26.8
i $25
3.00
$20 $16.4 o139 St4e 8159 S178  s1614 3159
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1.00
0.00 $0
FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 FY 2031 FY 2032 FY 2033 FY 2034 FY 2035 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 FY 2031 FY 2032 FY 2033 FY 2034 FY 2035
mmm Calculated DSC Requirement Ending Balance = ——Reserve Target = ——Suggested Emergency Cash
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Mission Springs Water District

Financial Plan = Cost of Service Study
> %
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Cost of Service or Rate Study

Process Goals
* Public process that includes: +« Compliance with industry
« Board of Directors best practices
e Public  Ensures the District is
o Staff covering expenses
« Consultant is hired to * Lays framework for rate
help throughout the process adjustment

« Keeps District financially
stable

Mission Springs Water District
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Community Meetings — Proposed Rate Adjustment

Public Rate Hearing:

*Monday, October 20 at 4 p.m. in the MSWD Boardroom
Community Meetings:
*Tuesday, September 2 at 6 p.m. in the Carl May Community Center

Mission Springs Water District

*Tuesday, September 9 at 11 a.m. in the Desert Hot Springs Library
*Tuesday, September 16 at 6 p.m. in the MSWD Boardroom
*Tuesday, September 23 at 6 p.m. in Mission Lakes Country Club (Lakes Room)
Organization/Group Presentations: :
* DHS Friends of the Library, Sept 3
 DHS Senior Center, Sept 18

 DHS Noon Rotary, Sept 25

« Skyborne HOA Meeting, Oct 1

« DHS Women'’s Club, Oct 7

« Vista Montana HOA Breakfast, Oct 4

» Historical Society Event, Oct 4 %
T ————————

RTANT INFORM ABOUT YOUR WATER RATES
MACION IMPORT: BRE SUS TARIFAS DE AGUA

For More Information

760-329-6448 x145
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Mission Springs Water District

Formal Legal Protests & Legal Objections

« MSWD received four letters,
three with objections and one
with only protest language

 As part of the AB2257 objection
process, we compiled to the
written objections and
discussed as part of our hearint

Mission Springs Water District - Proposed Rate Increase

Prop 218 Objection Responses
October 20, 2025

C ity O

MsSwD

Excessive Increases: Raising rates by nearly
50% is unreasonable, especially when
Coachella Valley Water District recently limited
their increase to only 5%.

This objection does not raise any issues
regarding the District’s procedural or

with 218
or any other law, and does not specify any legal
provisions allegedly being violated.
Nevertheless, under California Water Code
(WAT § 31007), MSWD has the fiduciary
responsibility to set rates and charges in an
amount sufficient to meet operating exenses
and provide for repairs and depreciation while
creating a fund to pay interest and long-term
debt obligations. Proposition 218 requires that
water rates do not exceed the proportional
costs of service attributable to the parcels. The
proposed rate increase is based on actual
costs and revenues as described in the Cost of
Service Study. Itis not based on neighboring
utility costs. The methodology used to
calculate the rates ensures that each parcel is
charged only its portionate share of the cost of
service. This objection does not justify a
reduction or alteration of the proposed rates.

Too Expensive Already: Mission Springs rates
are already higher than

neighboring districts like Coachella Valley
Water District and Myoma Dunes,

where essential-use water costs less than $1
per unit. Mission Springs Water

District charges more than double that.

This objection does not raise any issues
regarding the District’s procedural or

with 218
or any other law, and does not specify any legal
provisions allegedly being violated.
Nevertheless, the proposed rate increase is
based on actual costs and revenues as
described in the Cost of Service Study. Itis not
based on neighboring utility costs. Proposition
218 requires that water rates do not exceed
the proportional costs of service attributable to
the parcels. The methodology used to
calculate the rates ensures that each parcel is
charged only its portionate share of the cost of
service. This objection does not justify a
reduction or alteration of the proposed rates.

Extra Fees: The g

charge adds another $0.60 per unit, unfairly

This does not raise any issues
regarding the District’s procedural or
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Agency Pledge Comparison

ATE
s 7] COACHELLA
o R
O/STR\C:‘ SERVICE. VALUE. QUALITY
$150 credit, 1 time per 12 months Up to $150 Credit, 1

time per 12 months

Ind'lo Water Authority m
cC_—>) Your Water. Our Responsibility.

Mission Springs Water District

$50 credit, 2 times per 12
months

$150 credit, 1 time
per 12 months

@ yHelpZOthers

"
g JASSISTANCE PROGRAM

DESERT WATER

$200 credit, 1 time per 12
months

JOSHUA BASITY
- WATER DISTRICT

Prowvdly greowding waler [ram on oncent
souce. weld mio the futuw

$300 credit, 1 time per 12
months
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Help2Oth
Help20thers \® e PROG

Number of People in Total Max. Combined
Household Annual Income
! ol -Driver’s license, state-issued ID
2 $71,600 card, or passport for account
3 $80,550 holder
4 $89,550 *Proof of gross annual
- $96,700 ho_usehold mco_me
*Bill statement includes your
6 $103,850
account number, name,
7 $111,000
address, past due amount, and
8 $118,150 bill due date
9 $125,300
10 $132,500
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