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Monterey Peninsula Water Supply Project meeﬂng-

Legislative Briefings
~August 28, 2013

Jason Burnett, Mayor of Carmel-By-The-Sea &
Vice President, Monterey Peninsula Regional Water Authority

Dave Stoldt, General Manager, Monterey Peninsula Water Management District

AGENDA
1) Discuss sponsorship; Possible principal»co-authors?
2} Schedule and Implementation
3) Potential Committee Referral(s); Discuss Needs, if any.
4) Review Public Qutreach
5) Overview of Deal Structure

6) Information on Potential Benefit to Ratepayers



Timeline Activity

August 28, 2013 Meet with legislative delegation regarding timeline and implementation

Early Januéry o i Couhéei prebalres cover énd digest

bill to relevant

Within 7 Days 1 Chief Clerk sends to be printed and Rules Committee refer
policy committee

w

e

Early June Goverﬁof has 12 da\./s' from receipt to sign or veto




Potential Assembly Committees

Utilities and Commerce Water, Parks, & Wildlife

Steven Bradford (Chair) Anthony Rendon (Chair)
Jim Patterson {Vice Chair) Franklin Bigelow {Vice Chair)
Susan Bonilla Travis Allen

Joan Buchanan Bob Blumenfield

Rocky Chavez Raul Bocanegra

Paul Fong Brian Dahle

Beth Gaines Paul Fong

Christina Garcia Jim Frazier

Jeff Gorell _ Beth Gaines

Roger Hernandez Mike Gatto

Brian Jones Jimmy Gomez

Bill Quirk . Adam Gray

Anthony Rendon Jim Patterson

Nancy Skinner Mariko Yamada

Das Williams Vacant

Potential Senate Committees

Energy, Utilities and Natural Resource
Communications And Water

Alex Padilla (Chair) Fran Pavely {Chair)

Jean Fuller (Vice Chair) Anthony Cannella (Vice Chair)
Anthony Canella Noreen Evans

Ellen Corbett Jean Fuller

Kevin Deleon Hannah-Neth Jackson

Mark DeSaulnier Richard Lara

Jerry Hill Bill Monning

Steve Knight Ben Hueso

Fran Pavely Lois Wolk

Lois Wolk ‘

Roderick Wright



Public Outreach Activities

Prepare 1-2 Page Fact Sheet

6 City Council meeting presentations

o Business Group meeting presentations

v

v

v

v

Monterey County Hospitality Association

Monterey County Association of Realtbrs

Monterey Commercial Property Owners Association
Monterey Chamber of Commerce

Pacific Grove Chamber of Commerce

Monterey Peninsula Taxpayers Association

o Community Group presentations

v' Carmel Valley Association

v Citizens for Public Water/Public Water Now

v’ WaterPlus

v

v

v

v

Advocacy Group presentations

LandWatch

League of Women Voters

Editors/Reporters

Herald

PineCone

v Weekly




PARTIES TO TRANSACTION AND RESPONSIBILITIES

The following chart represents a general summary of the parties to the transactions underlying the
offering of the Ratepayer Relief Bonds, their roles and their various relationships to.the other parties:

Approximately 38,000 Retail Water Customers of Cal - Am on Monterey Peninsula

Issued Financing Order; Approves securitization
charges on customer bills

Pay securitization charges based on 3

water consumption California Public Utilities Commission

(cPUC)

Confirms calculations of securitization charges by
Cal - Am to meet payment schedule; Submits
filings to CPUC

California Water Company (Cal - Am)
i (Seller, Initial Servicer and Sponsor)

Remits daily to note trustee all
securitization charges collected

Purchases the securitization property from Cal — Am

Ratepayer Relief
Note Trustee*

Pays principal and interest semi-
annually interest (fixed) on Notes

District purchases Notes issued by SPE

Pays principal and interest semi : MonterEy Peninsula
annually (fixed) on Bonds Water Management District
(Bond Issuer)

Ratepayer Relief Issues Bonds to Investors; Proceeds used to
Bondholders purchase Notes from SPE ’

* Note Trustee and Bond Trustee will be same entity




FLOW OF FUNDS

The following chart represents a general summary of the flow of funds:

Peninsula Customers

Servicer:
Cal-Am
(Regulated by CPUC)

v Securitization charges ($)

Securitization charges ($)

4
Bl

Service Fee to Cover
Admin Expense ($)

Principal and Interest
Payments ($)

Bond Issuer:
Monterey Peninsula Water
Management District

A 4

Ratepayer Relief
Bondholders

* Note Trustee and Bond Trustee will be same entity
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Monterey Peninsula Water Management District




How is Cal-Am Actually Financed?

Depréciation_ each year
Equity Return = Book Value x 9.99% x 53%
Debt Return = Book Value x 5.0% x 47%
But Ratepayers have to cover income taxes and uncollectibles:
[(Pre—Ta* Return Required x (1- State Tax Rate)) x (1-Fed Tax Rate)] x Collection Rate
= [(PTRR x.9116) x (.65)] x(.)S;9736 = PTTR x.590976
Or

Combined Return x 1.69 = Pre-Tax Return Required

But, must adjust for interest deduction, a credit back equal to the Debt Return x Effective Tax
Rate x Gross-Up Factor

And Property Taxes




Generic $100 Million
Cal-Am Capital Recovery

16,000,000

M Ad Valorem Taxes

14,000,000

M Gross Up for Income Taxes

12,000,000 Equity Return Necessary

M Debt Return Necessary

10,000,000 BDepreciation-&-Amortization———————

8,000,000

6,000,000

4,000,000

2,000,000
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How is Public Debt Actually Financed?

Public debt must include borrowed interest during
construction, issuance costs, and a reserve fund.

Bond Sizing:

~ Proceeds 100,000,000
Capitalized Interest 0
Debt Service Reserve Fund 5,810,392
Debt Issuance Costs 1,058,104
Balancing Amount -3,496

Issuance Amount 106,865,000

Public debt is offset by earnings during construction,
reserve fund earnings, and reserve fund in final year.




$16,000,000

$14,000,000

$12,000,000

$10,000,000

$8,000,000

$6,000,000

$4,000,000

$2,000,000

S0

Generic $100 Million
Public Debt Repayment

B Interest Due

M Principal Due
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Problems With Single “Test Year’
‘Comparisons

~ Period for capital amortization may be different
Cal-Am capital recovery is front-loaded

Different costs of capital, tax treatment, principal
and interest recovery

Look at Net Present Value of Iifecycl'e costs
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Comparison of
Public v. Cal-Am

S0 A

$125 million Lifetime Savings

S79 million Present Value Savings

MW Cal-Am Requirement

B Public Debt Requirement
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