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El Dorado, New Mexico
March 27, 2023
5:34 p.m
HEARI NG OFFI CER GOULD: Hel | o,
ever ybody.
Steve, why don't you wel cone
everybody, and then I'Il give ny little
speech.

MR. KING Welcone to the Rate Study
Public Hearing. | appreciate everybody
show ng up, and we'll get through this thing
just as quick as we can.
HEARI NG OFFI CER GOULD: Ckay. M nane
Is Peter Gould. 1've been selected by the
Board to be the Hearing O ficer in this case.
Sitting next to ne is Christina
Bruff fromthe Law and Resource Pl anni ng
Associates law firm She is the attorney for
the Board. | amnot the attorney for the
Board, | amjust the guy -- I'"'mthe traffic
cop; okay?
" mjust going to kind of describe
the process for the record:

W have a court reporter, a very

Cumbre Court Reporting Page 12
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good court reporter, David Lee. One of the
requi renments of the Water and Sanitation
District Statute is that this hearing be
recorded verbati mby a court reporter.

If you're going to make a comment
at the end of the hearing, and we'll discuss
how we do that, make sure that you stand up,
speak very clearly, give David your full nane
and the address at which you receive service.
That way we'll know who you are for the
record.

The Water and Sanitation District
Act requires that in order to change rates,
the Board, first of all, has to approve a Rate
Schedul e basically in the nature of a
proposal. Thirty days later there has to be
a Public Hearing like this.

There i s another requirenent that

they have to ask the Public Regul ation

Commi ssion to approve the appointnment of ne
to sit as a Hearing Oficer, and we have that.
We al so have to give proper Notice.
What we're going to be doing in
this process is introducing docunents such
that when I wite ny witten decision, | can
Cumbre Court Reporting Page 13
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go back to the docunents and denonstrate that
the Board has satisfied all those | egal
requi renents.

The way that it works then is once
all of the evidence is taken, | wite a
witten decision wwthin 20 days, and give it
to the Board. The Board then publishes that
on its website, and mails it to anyone that
requests a witten or hard copy. It is then
in the Board's hands, and the Board can take
nmy decision and agree with it, they can
di sagree wwth it or adjust it, and then they
publish their final decision.

At that point there is then an
opportunity, but it's only limted to
residents. |If they really want to spend a | ot
of noney and don't |ike the decision, they can
take the Board and this decision to D strict
Court and appeal it in District Court. [It's
never happened, but it is a provision that is
in the Statute, because in these kinds of
| egal proceedi ngs everyone that's affected has
a right to appeal.

The hearing that we're holding this

evening is not going to be an adversari al

Cumbre Court Reporting
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proceeding. | aminstructed by the Statute

to hear from proponents and opponents of

what ever testinony is presented. | wll
listen, and if there is opposition, | wll
note that in ny decision and I will coment on
it.

As | said before we started, | am
not the attorney for the Board. I'msinply
hired to take the evidence and produce a
decision. |If anyone doesn't |ike the
decision, they don't call ne, they can get in
touch with Steve or any of the other Board
Menbers. You can send an e-mail and nake a
formal protest, but that's out of ny hands.
Once | wite the decision and submt it, then
it's out of ny hands.

My charge is to take the evidence,
| ook at the proposed rates, and then nake a
recomendati on and say, "They | ook good; they
don't | ook good. You didn't prove your case;
you did prove your case. | approve this part
of it, not that part of it," and essentially
render a judgnent.

The basis for whatever decision |

reach will be in that witten decision, and I

Cumbre Court Reporting
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wi |l attach whatever docunents | feel we need
to attach to show that the decision is
supported by the evidence.

VWhat we want to do is there is a
packet of docunents that includes the
Resol uti ons that were passed by the Board and
a nunber of other docunents. W are going to
put that on the record. The way we're going
to put that on the record is we're going to
take your adm ni strator, Anna Mndragon-

Met zger, and she is going to read what is
I ncl uded in that packet.

Al of this material, by the way,
wi Il be available on the District's website.

David, if you could swear Anna in,
and then we can start that.

THE CERTI FI ED REPORTER: Ma'am woul d
you rai se your right hand, please:

You solemly swear the testinony
you're about to give in the matter now pendi ng
shall be the truth, the whole truth, and
not hi ng but the truth so help you God?

M5. MONDRAGON- METZGER:  Yes.
THE CERTI FI ED REPORTER: Thank you,

m' am Go ahead.

Cumbre Court Reporting
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ANNA MONDRAGON- METZCGER,
after having been first duly sworn,

was exam ned and testified as foll ows:

HEARI NG OFFI CER GOULD: This i s going
to be Exhibit 1, and David already has a copy
of that. Steve has a copy of it in front of
him so we'll go through sone of those
docunents | ater.

(Rate Hearing Exhibit 1 was
recei ved in evidence.)

HEARI NG OFFI CER GOULD: Anna, why
don't you just read what is in that packet.

M5. MONDRAGON- METZGER:  Exhibit 1
contains Steve King's Affidavit. Wthin that
Affidavit there are 5 attachnents, including
the 2 Resolutions, the Rate Study fi nal
report, the Affidavit of Publication Notice,
and a letter fromthe New Mexico Public
Regul ati on Conm ssi on approving Peter Gould
to be our Hearing O ficer. That's Exhibit 1.

Exhibit 2 is ny Affidavit.

HEARI NG OFFI CER GOULD:  Yes.

(Rate Hearing Exhibit 2 was

recei ved in evidence.)

Cumbre Court Reporting Page 17
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M5. MONDRAGON- METZGER:  Exhibit 2 is
nmy Affidavit. That includes 5 attachnents
al so, Athrough EE Mstly it is all the
advertisenents we did prior to this hearing
or prior to the Public Forumthat was held in
January. It is just evidence show ng that we
did publicize this neeting, and then it
concludes with the e-mail confirmation that we
woul d have a court reporter here tonight.

(Rate Hearing Exhibit 3 was
recei ved in evidence.)

M5. MONDRAGON- METZGER:  Then we have a
few other small attachnments, and one is just
from NVBA saying our District is not subject
to Utility | aws.

(Rate Hearing Exhibit 4 was
recei ved in evidence.)

M5. MONDRAGON- METZGER:  The fourth one
I's Public Forum neeting m nutes from January
31st.

(Rate Hearing Exhibit 5 was
received in evidence.)

M5. MONDRAGON- METZGER:  The fifth one
I's mscellaneous e-mail froma custoner that

we got supporting our proposed resolution to

Cumbre Court Reporting
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adjust rates, tolls, and fees.

(Rate Hearing Exhibit 6 was
recei ved in evidence.)

(Rate Hearing Exhibit 7 was

recei ved in evidence.)

M5. MONDRAGON- METZGER:  The final thing

wi Il be the presentation that you' re seeing

toni ght, which is a conbined presentation from

Steve and Nelisa. That is all contained in
t he package.

HEARI NG OFFI CER GOULD: And just a
guestion about your Affidavit.

You affirmthat you prepared that
Affidavit, and as you stand here today you
know that it's correct.

M5. MONDRAGON- METZGER:  Yes.
HEARI NG OFFI CER GOULD: kay.

Why don't we then, instead of
bei ng be Exhibit 1, it wll be Exhibit 1 and
Exhi bit 2.

David, we can go through it after
the hearing and nake sure everything is
| abel ed correctly.

M5. BRUFF: VWhat wll Steve's be?
HEARI NG OFFI CER GOULD: Steve's wi | |
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be Exhibit 3. Thank you.

Davi d, why don't we swear in
Steve, and then we can start.

THE CERTI FI ED REPORTER. Woul d you
rai se your right hand, please:

You solemly swear the testinony
you're about to give in the matter now pendi ng
shall be the truth, the whole truth, and
not hing but the truth so hel p you God?

MR. KING | do.
STEVEN KI NG

after having been first duly sworn,

was exam ned and testified as foll ows:

THE CERTI FI ED REPORTER  Thank you,

MR. KING Good evening, everyone. |
appreci ate the nenbers of the public com ng,
and I'll nmake this pretty quick.

Here is the agenda that | want to
cover. | wanted to start by giving a little
bri ef background and history of the fornation
of the El dorado Water and Sanitation D strict.

| want to introduce our Rate Study
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Commttee that's been involved for the | ast
year and a half in devel oping the
recommendations and results that we'll be
sharing with you, and Nelisa wll be sharing
wth you alittle bit later.

"Il give sonme background as to
the need for a Rate Adjustnent.

| wanted to share with you sone of
the success that we've had in securing G ant
funds and ot her sources of "free noney" to

hel p offset the cost of our capital projects.

Then 1'1| introduce Nelisa and she
wi |l do her presentation, and we'll tal k about
next steps. W will have plenty of tine for

questions and answers.

As far as ny part of the
presentation, if you have any questions during
ny presentation | would be nore than happy to
stop and address those. If you want to wait
until the end, that's fine, too.

Next slide.

The Water Utility was first forned
by the devel oper AMREP. It was call ed
initially Eldorado Utilities; that started
back in 1973. Over 20 years later the
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El dorado Area Water and Sanitation District
was actually formed with the intent of

eventual | y purchasi ng and taking over the

managenent and operation of the Water Utility.

Fast forward to 2002, the voters
approved a Bond |Issue to actually pay for the
purchase of the Utility. Wth that cane a
need for sonme i medi ate i nprovenents for the
Uility. The Bond |ssue was passed primarily
to fund the purchase.

| wasn't there at the tinme, but
apparently things got a little bit
contentious. EAWSD took the devel oper to
court by filing a Condemmation suit. As part
of that process there was an i ndependent jury
evaluation for the fair market price of the
Uility.

In ny opinion, and the opinion of
several fol ks that were there at the tine,
that price was a very steep one. That was
part of the outcone --

Yes.

M5. DAIGE: 1've never been able to
find that lawsuit. Maybe |I'm | ooking at the

wrong one, but | understand that if a jury
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makes a decision that is way off the facts,
t he Judge can step in.

HEARI NG OFFI CER GOULD: Excuse n®,
ma' am Coul d you state your nane and stand
up. We have to have the court reporter record
this, so stand up and gi ve us your nane.

M5. DAIGLE: d audia Daigle,
D-A1-GL-E

HEARI NG OFFI CER GOULD: What is the
| ocati on of your service? Wat's your
addr ess?

M5. DAIGLE: 4 Conchas Pl ace.

HEARI NG OFFI CER GOULD: Ckay. Now if
you could remain standi ng and ask; that way
we'll have a very clear record. Go ahead.

M5. DAIGE: How did that happen? Wy
didn't the Judge step in and say, you know,
"What's your reason for this?" You know,
"Where are you getting your facts to nake that
val uati on?"

MR. KING That's an excellent
question, Claudia, but I wasn't there at the
time. | don't know the particulars, and I
don't know if there's anybody at the Board

that has that information.
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HEARI NG OFFI CER GOULD: |'ve been
through a UWility Condemmati on down in the
southern part of the State, and the basic
answer is if you have a jury, it's the jury's
job to make that valuation. The Judge, unless
they said, "$3 billion," or sonething crazy
wild --

M5. DAIGE: They al nost did.

HEARI NG OFFI CER GOULD:  Yeah, but
obvi ously there was evidence to support that,
or else --

MR. KING The one thing | can provide
indirectly, | was a consultant for 30-sone
years, and | actually went through val uations
of private utilities. | know there are
di fferent nethodol ogi es, and you can get
dramatically different but defensible
valuations for the sane Utility.

It kind of, at the end, becones
what the market wll bear kind of thing with
the potential buyer on the other side who is
wlling and able to pay.

M5. DAIGE: Well, there nmust be a
record. There nust be a record of the

i nformation that they relied on.
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HEARI NG OFFI CER GOULD: But if the case
wasn't appealed, nma'am it's over. Once the
case --

M5. DAIGLE: | understand, but | want
to know. | have a thing about that.

HEARI NG OFFI CER GOULD: Ckay. Wiat you
need to do, then, is find the nunber of the
case. |If you can find the nunber of the case,
you can then go down to District Court in
Santa Fe and go through their records. That's
the only way.

M5. MONDRAGON- METZGER: d audi a, |
believe | sent that to you in March; | sent
you the case nunber.

M5. DAIGE: | |ooked, but I didn't see
anyt hing about a jury decision. | couldn't
find that case; | only found that one case.

HEARI NG OFFI CER GOULD: If you go to
the District Court, they do have el ectronic
records.

What they have done, and | don't
know how far it goes back, but they have an
el ectronic system now where you can search for
cases. \What | would advise is that you go

down to the District Court and talk to the
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clerk. The clerks down at District Court |
find are very, very helpful. They will find
that for you.

M5. DAIGLE: Ckay.

HEARI NG OFFI CER GOULD: Li ke Steve
sai d, obviously the people that owned it hired
an expert that said, "It's worth this anount
of noney," and the District probably had a
much | ower figure.

Once the jury nakes a deci sion
it's, "If you want to buy it, this is what you
have to pay."

MR. KING That's the going rate.

M5. DAIGE: Were did the jury's
price cone in between the two?

HEARI NG OFFI CER GOULD: W don't know;
they don't tell you. The jury nekes a
deci sion and says, "Boom here it is."

M5. DAIGE: That has to be in the
records.

HEARI NG OFFI CER GOULD:  No. Wiat w |
be in the record is the evidence, but the jury
decision is secret.

Jury deliberations are secret; they

just make a deci sion.
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M5. DAIGLE: But the facts that they
are basing the decision on has to be sonmewhere
in the record.

HEARI NG OFFI CER GOULD: It's in the
record.

M5. DAIGE: Al right. 1'Il |ook sone
nor e.

HEARI NG OFFI CER GOULD: There will be
evidence in the record. There will be an

expert, or several experts that say, "Here is
how you value this kind of property, and here
Is the nunber."” The jury says, "I believe
this expert and not that one,"” and then you
have a deci sion.
MR KING Al right. W'Il nove on.
M5. DAl GLE: Yes.
MR KING Al right.
The purchase was actually conpl et ed
in 2005.
Fast forward to late in 2018, we
initiated the Rate Study review and
eval uation process that cul mnated in Decenber
of 2019 with our current Rate Schedul e, which
runs from January of 2020 and expires at the

end of ' 24.
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Recogni zi ng that our current Rate
Schedule is going to term nate here at the end
of this year, back in Novenber of '22 we
initiated the sane process. A new Rate Study
was aut hori zed by the Board and we hired our
expert consultant Neli sa.

We then undertook the next round,
which culmnated in October with a
presentation to the Board with a submttal of
our prelimnary results. This was a public
meeting, and it was for information only at
that point; at that point there was no action
t aken by the Board.

That takes us to January 31, which
s when we had the informal Public Forum and
there was two goals there. One was to share
basically the sanme information that we're
sharing tonight wth nenbers of the community,
but also to give those nenbers an opportunity
to ask questions and share any concerns that
t hey m ght have such that we coul d consi der
that in the final publishing of the Rate
Study. That takes us to this evening.

Real quickly I'll introduce the

nmenbers of the Rate Study Commttee, several
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of whom are here.

El i zabeth Roghair: Elizabeth has
had several over the | ast decade or so. She
Is currently the Chair of the Commttee. She
Is a Board Menmber and Treasurer. She has a
very strong and deep financial background, so
extrenely well-suited to provide us gui dance
and direction.

David Burling is here also. He is
Chair of the Finance Commttee. David has not
only a | egal background, but a strong
financi al background. That's a nice
conplinment to Elizabeth.

MR. BURLING This is ny third Rate
St udy.

MR. KING He's been around the bl ock
a couple tines.

' man engineer. M contribution
really was focused on forecasting and capital
proj ect needs, and estimating cost for rehab
and replacenent, that sort of thing.

Phil Speicher is here this evening.
Phil, in years past, or over the past decade
or so, has supported the District in several

capacities as a past Board nenber and
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Treasurer, and is currently a nenber of the
Fi nance Committee.

Joe Loewy is a very active nenber
of the community. He is a nenber of our
Capital Planning Commttee; Joe also has a
strong financial background.

We have Leslie Bischoff; she is
nore like ne. She is nore analytical. She is
an expert in IT and a very good conplinent in
I dentifying and asking the right questions,
and maki ng sure that we've got the details
correct.

Then finally Jessa Huybrechts, who
I's our Financial Services provider.

Next .

Just starting here, | wanted to
kind of give you the features of our current
Rat e Schedul e, and kind of give you an
overview of the things that are covered by
that current Rate Schedul e, and the things
that are not cover ed.

The current Rate Schedul e covers
the Debt Service Obligation that we have that
we're still paying off, but we are getting

very close to the original Bond Issue to
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purchase the UWility, and to nake about $2
mllionininitial capital inprovenents. The
final paynment on the second piece of that Bond
| ssue will be made in June of 2025.

The current Rate Schedul e generates
enough revenue to cover the Debt Service
bl igation of our current capital projects.

| don't know if anybody had the
opportunity to read...

Was it our January Water Notes?

M5. MONDRAGON- METZGER:  Decenber.
MR. KING Decenber Water Notes. Anna

did an excellent job, and there is a poster
board kind of summarizing it. It was about
$12.5 million in capital project that we' ve
conpleted in the past 5 years. The current
Rat e Schedul e covers the Debt Service
bl igation we have for those projects.

What it doesn't cover is the Debt
Service Cbligation for the next round of
capital projects that we'll have here for the
next few years that was factored into the Rate
St udy.

We had estimated, and it turned out

to be a pretty good nunber, about $600, 000 in

Cumbre Court Reporting
cumbrecourt@comcast.net

Page 31



© 00 N o o b~ W N P

N DN D D MDD P P P PP,
aa A~ W N b O © 00 N O O A W N B O

REVISIONS TO THE RATES OF THE ELDORADO AREA WATER & SANITATION DISTRICT
TRANSCRIPT 03/27/2024

annual systemrehab and repair. That's been
sufficient, but as we're forecasting for the
next 5 years, there is no provision for future
I ncreases in the cost of rehab and repair.

Inalittle while I'lIl give you a
ki nd of sunmmary of the types of costs that we
will be incurring in the years to cone.

It covers our current operating and
adm ni strative costs, but again no provision
for future cost increases.

Finally, it does not generate the
revenues required to pay for the Santa Fe
County Joint Water Delivery Project.

You know, in the past 3 years we
probably had a dozen Board neetings where we
tal ked about it. There were 6 or 8 versions
of WAater Notes that we've gotten out to the
public.

Up until January of |ast year 100%

of our water supply canme from groundwater.
We have had significant declines in our water
table, so we initiated a programthat started
| ike 6 years ago, | think, in reaching out to
t he County.

Utimately, by January of | ast
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year, we fully inplenented a Water Delivery
Project that will provide and currently does
provi de a suppl enental source of renewable
Surface Water to help offset, and we hope
address that declining ground water issue that
we have.

The need for Rate Adjustnent, just
In sunmary, is pretty straightforward:

There are rising Operating and
Mai nt enance costs due to inflation, which
shoul d be no surprise to anybody | don't
t hi nk.

Agi ng, or the aging of our water
I nfrastructure:

This is an issue that every Water
Uility across the country is dealing wth.
Much of our systemis 45 years old, or even
ol der.

There's two parts to the cost
associated with that. One is to continue to
rehab and repair our existing facilities to
do whatever we can to extend the useful life
as |l ong as possible, but recognizing that
not hi ng | asts forever.

Then there is cost associated with
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repl aci ng those existing facilities as they
reach the end of their useful life.

The third itemthat | just
di scussed was paynent for this new source of
suppl enental water from Santa Fe County, and
"Il give you a little nore detail on that.

kay. Rising Operating and
Mai nt enance costs; again, very
strai ghtforward:

CPI for the 20 Cities average for
the last 3 years is 5% There is sone
i ndication of a trend to | ower than 5% but we
went through several iterations. W pulled
out our crystal ball and did the best job we
could in forecasting the type of inflation and
what inpact that m ght have on the Uility
over the past 5 years. Nelisa nmay share nore
about that.

The second one is this aging water
i nfrastructure. 1've got 2 or 3 slides here
just to give you an idea of the kinds of costs
that we incur to try to maximze the remaining
useful life of our aging facilities.

You have 6 water storage tanks, and

the ol dest one is about 40 years old, to give
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you kind of a typical useful life. In order
to maxi mze the life of those, and because

t hey are above-ground steel tanks, every 15 to
20 years they have to be repainted. W put
corrosion protection systens on the inside of
the tank. The current cost for each tank is
about $400- to $500, 000.

We have 5 Booster Punp Stations.
Again, a couple are fairly new, but sone of
themare getting pretty old, or 40 years ol d.
Every 20 to 25 years it requires a significant
mechani cal and el ectrical rehab for those Punp
Stations. | didn't include that, but it also
Is the instrunentation and controls for those
Punp Stations after they upgrade them and
repl ace them The cost of that is about $100-
up to $200, 000.

Let's see as we keep goi ng here:

We have 11 active wells, and ||
share wth you sone of the usage:

Even though we're getting nore
water from Santa Fe County, still the |argest
single source of water delivered to our
custoners wll continue to be groundwater.

It's inportant because it is actually a
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comm tnent that we nade in an agreenent that
we executed with the County such that we have
to maintain the integrity of our groundwater
supply system

We have these 11 active wells;
again, sone of themare getting old. W do an
i nspection, cleaning, and mechani cal rehab
every 5 to 6 years for those wells, and that
can be anywhere from $50- to $75, 000.

We have 39 Pressure Reducing or
Pressure Sustaining valves. There are
different types, but they do the sane thing.
We need all of those to maintain the proper
pressure to deliver to all of our custoners.

We have a fair anount of topography
here. |If you are too high, you get |ow
pressure; if you are too |low, you get high
wat er pressure. W have to reqgulate that.

We have 39 of those. W rehab
those every 5 years, and that's anywhere from
$5- to $15,000. |If you have to actually
repl ace the whol e assenbly, it could be $30-
to $60, 000.

Then we have 130 m | es of pipeline,

and again sone of it is getting closer to its

Cumbre Court Reporting Page 36
cumbrecourt@comcast.net



© 00 N o o b~ W N P

N DN D D MDD P P P PP,
aa A~ W N b O © 00 N O O A W N B O

REVISIONS TO THE RATES OF THE ELDORADO AREA WATER & SANITATION DISTRICT
TRANSCRIPT 03/27/2024

expected useful life.

One thing that's a little bit
unfortunate is that the devel oper, way back
when, as sone devel opers tend to do, they
tried to look for cost savings. A significant
percentage of the pipes that we have in the
ground are what | call "substandard" because
they are actually a thinner-walled plastic
pi pe.

Over the | ast decade or so, when
we install new pipe, it is a much thicker
wal | thickness. The difference is that the
t hi cker-wal | ed pi pe has a nmuch | onger expected
useful life than the thin-walled pipe.

We' ve been pretty lucky so far in
that there are a couple of areas where we are
al ready having to replace that pipe. For the
nost part the type that's in the ground has
perfornmed well.

As the years go by we're | ooking at
having to replace nore and nore of those water
lines. That's a very expensive proposition;
anywhere froma $500,000 to $1 million per
mile.

Because of the declining water
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| evel s and the inplenentation of the Santa Fe
County Suppl enental Water Delivery Project,
there is two costs that we are incurring for
t hat .

The first cost is we have to repay
the I owest commercial rate, or wholesale rate
to the County for all the water that they
deliver to us. Per the agreenent our initial
deliveries are 100 acre-feet over the next 3
and a half years, and that will increase to
200 acre-feet a year.

Just to give you an idea, right now
we deliver just about 500 acre-feet of water
to our custoners every year. The 100 acre-
feet is about 20% of the total supply, and we
are going to ratchet that up to 40% over the
next 3 and a half years.

The current cost of that water is
$7.46 per 1,000 gallons. |If you do the math
on that for 100 acre-feet, that's $243, 000;
that's not an incidental cost.

The second one is that although the
District has nore than sufficient G oundwater
Ri ghts, we don't have Surface Water Rights,

and the two are not interchangeabl e.
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In order to take delivery of
Surface Water from Santa Fe County, we either
had to provide the Surface Water, or we had
to make a paynent of a fee in lieu of
provi di ng those Surface Water Rights.

This is sonething that Board
Menber Burling shared with us a little bit
earlier this afternoon. The negotiated price
that we canme up with that's in the agreenent
is just over $19,000 per acre-foot.

Apparently there was sonething in
t he newspaper where recently the County
pur chased sone Water Rights, and the going
rate was |ike $36,000. | think that turned
out to be a pretty good deal for us, so it's
$19,000 is what we have to pay per acre-foot.

The other thing that we've got is
a discount on that. That canme fromthe fact
that we worked col | aboratively wth the County
in inplenmenting this Joint Water Delivery
Project that delivers water to us, but it also
delivers water to the community of Cafoncito.

What we both agreed on is that the
total cost savings, because we worked

t oget her, was about $3 mllion. W figure
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that half of that, $1.5 mllion, was credited
to us. That $1.5 mllion went towards parti al
paynent of the Surface Water Rights.

The other thing is they all owed us,
rather than a very large single l[unp sum to

spread our cost over 10 years. For the next

10 years we will be maki ng annual paynents of
$238, 000 to pay that.
d audi a.

M5. DAIGLE: |Is EAWED still supplying
Cafionci t 0?

MR. KING W don't provide water to
Cafioncito, we | oaned water to Cafioncito on an
energency basis before the project was
conpl et ed.

What we do is Santa Fe County
connects to our systemover in the northwest;
| don't know if you're famliar with that.

In the northwest they connect to us, and they
deliver water for our use, and they deliver a
smal | anmount of water that we convey through
our system We deliver it back to the County,
and they deliver it to Cafoncito.

What we get out of that deal is we

charge them a wheeling rate, or $3.38 per
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1,000 gallons to wheel or nove that Cafoncito
wat er through us. It's County water being
noved t hrough the system and being delivered
t o Cafoncito.

What you're referring is there was
an energency at Cafoncito. Cafoncito | ost
both their wells; they just weren't producing.
The County reached out to us and said, "Can
you | oan water to us such that we can serve
Cafioncito on an energency basis?"

M5. DAIGLE: And we had to build a
pi pel i ne.

MR. KING No.

MS. DAIGLE: " No?"

MR. KING The County built all that;
we didn't build anything. W said, "W
agree,"” and it was kind of the Good Nei ghbor
provision. W said, "Provided that it doesn't
| npact our ability to deliver water to our
custoners, we would be happy to do so."

The Ofice of the State Engi neer
| ssued an energency permt, but what happened
was there was a limt. | think it was not to
exceed sonething like 27 acre-feet over a year

and a half, and we did not exceed that. Once
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the system..

The first thing or the first
obligation that the County had was to pay us
back for the water that we | oaned them The
first 27 acre-feet of water they delivered was
payback for that. Once they pay back that
obligation, then we're charging the $3.38 for
the water that they are noving through our
system Does that nake sense?

M5. DAIGLE: Yes, but do they have
| ower rates than us?

MR. KING Yes, they do.

ME. DAIGLE: \Why?

MR. KING Because it is the County's
system

Actual ly they have | ower rates than
the County rates right now. As | understand
it, and | don't know the tineline, but the
intent is that the County will ultimately take
over that system Wen they do that they wl|l
be i nposing the County Rate Schedul e on the
Canoncito residents.

M5. DAIGE: So they did good.
MR. KING They did okay.

| just wanted to show you, we do
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actively look for sources of "free noney" to
hel p of fset our cost for capital projects. It
cones fromthe source of Drinking Water Loan
Forgi veness fromthe Grants and Water Trust
Board. It's a Loan/ G ant program for
significant portions of the Gant.

Just to give you an idea, in the
| ast 4 years, from 2020 to 2023, we have been
awar ded over $4.5 mllion to pay towards
capital projects that we were doi ng over that
period. During that time it included nost of
our projects, but not all of our projects on
that |ist.

Just to give you an idea, over that
period we inplenmented about $10 million in
capital projects, and over 45% of the cost of
t hose projects was covered by G ants.

W will take it away with a brief
I ntroduction to Nelisa, who needs no
I ntroduction fromus because we have been
working with her for a long tine. She is an
I ndustry expert in financial planning, and
specifically doing Rate Studies in support of
muni ci palities like ours -- small, nedium

and large -- for over 20 years. She has a
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Masters in Business Adm nistration, and really
nore to the point is she has been our guiding
| ight for the previous 2 Rate Studies; the
ones we did back in 2015 and 2019. W are
pl eased and privileged to have her gui dance
and direction, and I'mgoing to Il et her take
it over.

M5. HEDDIN: Thank you, so nuch,
Steve; | appreciate the opportunity to be here
t hi s evening.

As with Steve, feel free to stop ne
as we go through the presentation if you have
any questions.

HEARI NG OFFI CER GOULD: W need to
swear you in.

M5. HEDDIN: Thank you.

THE CERTI FI ED REPORTER: Ms. Heddi n,
woul d you raise your right hand, please:

You solemly swear the testinony
you're about to give in the matter now pendi ng
shall be the truth, the whole truth, and
not hi ng but the truth so help you God?

M5. HEDDI N: Yes, sir.
THE CERTI FI ED REPORTER: Thank you,
ma' am
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NELI SA HEDDI N,
after having been first duly sworn,

was exam ned and testified as foll ows:

M5. HEDDIN: This evening we will talk
alittle bit about what you're seeing in the
rate industry in general. Then I will talk
about our approach, and our findings and
recomendati ons for the project.

That said, | do want to draw your
attention to the quote at the bottom of the
screen. |If you have heard ne present in any
previ ous hearings, you have seen this quote
because | love it. It is very indicative of
what we're seeing happen in the Water Utility
I ndustry today. W are really seeing wells
literally run dry, so we have to realize the
worth of water.

| make the case that we, as a
society in general, have cone to underval ue
water. We see synptons of our i1nherent
underval uati on of water in our day-to-day
lives. Most of us are guilty of turning on
the faucet and letting water go right down the

drain while we're waiting for the shower to
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heat up, or |oading the dishwasher. To sone
extent even still, here in the desert

sout hwest, we have people who are pouring it
on the ground.

VWhat we're finding is we're going
to have to change how we think about water.

Not only physical water resources are drying
up, but we're also having to realize how nuch
It costs to install Water Uility

I nfrastructure.

The Anmerican WAt erwor ks Associ ati on
has coined the term"Infrastructure Crisis,"
which is what we're in right now with Water
Uilities throughout the nation. Essentially
what this is addressing is the fact that we
have water infrastructure that was put in the
ground 30, 40, 50 years ago. Sone of that
i nfrastructure is now beginning to fail.

It costs significantly nore to
install that infrastructure today than it used
to. Lots of Water Utilities are just not used
to paying those rates, and the rates and fees
aren't structured to accommodat e those costs.
Across the nation we are seeing Water

Uilities having to continually raise their
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rates and rai se nore revenue.

| say that to give you background
on what this District is going through, and it
I's not uncommon. |t happens throughout the
State and the nation.

This is what | call the economc
reality of water, which is really just sone
rem nders of how valuable water is to us:

At the top of the rung we see that
when we buy our water fromour Water Utility,
we wite a check. That check goes to support
operating and maintaining infrastructure, and
possi bly purchasing infrastructure. W see
there is also sone other inportant values to
wat er that we don't see when we wite that
check.

The next two are inportant for our
econom es and an inportant building block for
our communities. W can't have this beautiful
area that you all get to live in wthout
havi ng reliable water resources avail abl e.

The nost inportant quote is at the
bottom of the screen. |If you |earn nothing
el se tonight, | hope you learn this and

remenber this one point: Water is the only
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comodity that we cannot live without. Quite
literally we cannot survive wthout it.

| make the argunent that if fuel
supplies went away next week, we wll all
survive. We may not like it, but we can
survive. Wth water we have a different
| ssue.

The problemw th water, though, is
we have a commodity that's so val uable and so
i nportant we literally physically cannot
survive without it, yet it's undervalued to
the point where we are literally pouring it
down the drain.

What we're having to do as we face
this Infrastructure Crisis and water
availability issues is we have to shift that
di chotony to start understandi ng how val uabl e
and critical this resource is.

Steve al ready covered nost of this,
but 1'll go over it one nore tine in terns of
driving forces for the need to | ook at water
rates for this Dstrict.

There are several driving forces,
and the first is rising O&M costs due to

inflation. As |I'msure all of you are
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abundantly aware, we had historical inflation
caused nostly by the pandem c. This D strict,
just like you and I, goes to the grocery
store, and it costs nore to buy groceries
today than it did 3 or 4 years ago. The
District has the sanme burdens of cost on their
bal ance sheet.

Next, as Steve tal ked about, we
have aging Water Uility Infrastructure. W
need repair and replacenent, as well as
rehabilitation. Wen we tal k about
rehabilitation, we are tal king about things
that try to extend the useful lives of assets.
W al so have assets that you're just going to
have to get ready to repl ace.

The next driving force is, as we
have just tal ked about, the water supply wth
the County. This is a new cost that the
District has never faced before.

Finally, we need to neet sone
capital needs:

There are two types of capital
needs. The first is, as | tal ked about,
repl acenment. We have about $13 million in

capital needs, over the next 5 years, for
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i nfrastructure that actually needs to be
conpl etely replaced, plus about $600, 000 a
year in rehab and repl acenent cost. These
are things |ike changi ng out punps; things
li ke that. W have 2 types of capital

expenses that are hitting the District that we

need to recognize.

Let's go to the next slide:

This slide gives you sone very
I nportant data. As it breaks out, in 2025 we
are projecting about $5.1 mllion in
expenditures for this District. | wanted to
poi nt out a couple of things in categories of
t hat expense:

Only 7% of expenditures are for
payroll; a very small percentage here.

3% for utilities.

The Billing and Qperations
contract, that's your contract operator
that's out there operating at 29%

The rehab and repl acenent projects
are at 12%

Then you can see we've got Debt
Service and your water purchase, and that's

an 11%increase just for that Santa Fe water.
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Your Debt is 15%
Then we have sone techni cal

engi neering services and insurance.

| show you this to give you an idea

of howlittle these pie slices the Board
actually has direct control over. The water
purchase cost is what it is.

The Debt Service is what it is.

Your billing and collections
contract is what it is.

Unfortunately that neans we have
to look at rates. They have | ooked at the
expendi tures, and penny-pi nched everyt hi ng
t hey can.

In fact, one of the things, as we

go through this, if you recall earlier Steve

pointed out the tineline. W actually started

doing this study in 2022. The Board
recogni zed that the Santa Fe water purchase
was com ng up, and the Board recogni zed
hi storical inflation.

When we canme in and anal yzed it,
we realized that we nay have to cone back and
| ook at the rates before our intended January

2025 date. What we found was that because of
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their cost-saving neasures, and because of
their efficiency, you didn't have rates go up
in the face of all of this historical
inflation |like nost other Water Utilities did.
M5. DAIGE: | wanted to ask, can you
pl ease tell ne --
HEARI NG OFFI CER GOULD: Excuse ne.
Ma' am Could you stand up agai n, please.
M5. DAIGE: Could you please tell ne
if --
HEARI NG OFFI CER GOULD: Coul d you speak
up a little bit so David can hear you? |'m
sorry.

M5. DAIGLE: Could you please tell ne
I f the AES proposed commercial solar facility
was configured into this?

M5. HEDDIN: The commercial solar --

MR. KING No. The answer is no.
Even if we wanted to, which | don't think we
do, we're not allowed to deliver water outside
of our Service Area Boundary.

M5. DAIGE: Well, they are going to be
taking it fromthe ground as | understand it.
Do you know how they are going to do that?

MR. KING The last | heard they are
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getting several alternative sources for water
supply, such as groundwater --
THE CERTI FI ED REPORTER. |' m sorry;
One at a tine.
Ma' am pl ease stand.
M5. DAIGE: |'msorry.
"' mfinished, thank you. Sorry.
M5. HEDDIN: Al right. Well, let's
go to the next slide. Let's talk about how
we set rates and what we | ook at:

The rates are set to establish
what we call Revenue Requirenents. Revenue
Requi renents are the revenues this Uility
needs to recover each year in order to neet
I ts annual cost obligations.

The Revenue Requirenents are
essentially calculated by taking all of our
expenses, subtracting out offsets to those
expenses, which can be things like |late fees
and penalties. For this District it also
I ncl udes sonme tax collections to get to the
Revenue Requi renent.

To devel op those Revenue
Requi renents we started with with the Fi scal

Year 2024 budget that has been adopted and
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vetted publicly through the Board, and nade
adj ustnments going forward fromthat.

In the adjustnents off that budget
we did include an inflation assunption for FY
2025. W put 5% which is, again, where we're
seeing inflation. Going forward we assuned
we woul d go back to a 3% inflation rate. It
I ncl udes the annual rehabilitation and
repl acenent funding that Steve tal ked about
earlier; that's $600,000 a year, plus
adjustnents, to maintain a proper |evel of
reserves. It also includes your annual Debt
Servi ce paynents for the actual issued Debt
for this District.

Steve tal ked about, just a nonent
ago, the final paynent in 2025 by this Uility
for the original purchase of the system In
2025 you w Il be making that final paynent.
What happens then is we're sliding in sone new
Debt, plus the Santa Fe water purchase.

The good news is the timng of the
Santa Fe water purchase was strategically
timed to kind of conme in at the sane tinme as
t hat Debt paynent goes out, which keeps you

from having a huge increase in your rates
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goi ng forward.

The Revenue Requirenents al so
include CIP funding. W included $8.8 million
in CIP projects. This is only about 6% of
your systeminfrastructure that woul d be
replaced. As far as the pipelines go, the
remai ni ng infrastructure for pipeline
repl acenent you will have to continue to work
towards as you go forward. W did assune that
there would be sone Grant funding comng in.

What this does not include is
depreci ati on expense; that's a paper expense.
W're really worried about the cash flow for
the Wility.

We al so are not including any sort
of Return on Investnent or Profit here; this
is literally just to get the revenues the
Di strict needs each year.

As | nmentioned it does not include
any of the funding for the remaining 94% of
the aging water system or any additional
Itens that may conme up that we didn't know
about .

The Revenue Requirenments are

projected to go from$3 mllion to $4.1
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mllion. You' re going to notice that's | ower
than the total expenses because the Revenue
Requi renents do reflect that tax inconme we
just tal ked about, which reduces the

expendi ture anmount, or the total amunt we
have to collect fromyour water rates.

The primary increase there is
inflation and future Debt issuances to build
that additional capital project
I nfrastructure.

That being said, as to the
recomendati on, your current rates as adopted
have a m ni num nont hly charge of $29.91.
That's what your current rates go to. W're
recomrendi ng basically a $1.50 a nonth
i ncrease to the Base fees in 2025 to $31.41,
and smal |l increnental increases by 2029 to
$36.38. That's for the Base charge to
cust oners.

Then we woul d al so recommend a
Vol unetric charge. Your Volunetric Rates are
charged based upon an inclining block rate
structure or tiered rate structure.
Essentially what this neans is the nore water

you use, the nore per 1,000 gallons you pay,
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and it's somewhat |ike taxes.

Your first 3,000 -- if you use, for
exanpl e, 20,000 gallons, your first 3,000 are
the lowest tier. The next 3,000 are at the
next tier, so on and so forth, to get to your
total bill.

The current rates are $12.82 for
the O to 3,000 range.

Bet ween 3, 000 and 6, 000 gal | ons,
$16. 03.

6,000 to 10,000, $21.82.

10, 000 to 20, 000, $37.46.

20, 000 to 30, 000, $64.53.

Over 30, 000, $96. 81.

| apol ogi ze for readi ng what you
have al ready read, but | wanted to let the
record reflect that, such that we have that on
t he record.

The tax levy currently is roughly
$4. 36.

Your out-of-District charge is
$60. 56 for 2024.

W are recommendi ng, for 2025,

i ncreasing the Volunetric Rates for the first

tier at $13.27;
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Second tier, $16.59;

Tier 3, $23.22;

Tier 4, $40.64l;

Tier 5, $71.12;

Over 30,000 gal l ons, at $106. 68.

We are recommendi ng keepi ng that
tax charge at the current rate of $4. 36.

By 2029 the rates would go to
$15. 32, $19.15, $26.81, $46.92, $82.11,
$123. 16, and your out-of-District charge would
go up to $84. 41.

A coupl e things to point out here:

The first is the out-of-District
charge. The out-of-District charge is to be
charged to custoners who are outside of the
District's boundaries. Therefore these are
custoners who are not paying property taxes
to the District.

The out-of-District charge is
structured to recover what they should be
payi ng, or would otherwi se be paying in
property taxes to the District.

The second thing | wanted to point
out on this slide is the tax levy. The big

thing to understand here is how the tax | evy
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works with the County.

There are two parts to the tax
| evy. You have a Debt piece, which is set,
and then you have an O%M pi ece or an
Oper ati ons and Mai nt enance pi ece.

Ri ght now your Debt, a portion of
it is for Operations and a portion is for
Debt. When you pay that final paynent off,
we're going to have it all going towards
operati ng cost.

Pl ease note that while this slide
says "$4.36," the actual rate charged by the
County may vary. This is because what w ||
happen each year is the District provides the
County with the cash they need to recover
t hrough the tax rate. The County | ooks at the
val uation of properties in the exact year that
you're |l ooking at, and they cone up with that
rate.

Your actual tax rate wll vary, or
nost likely will vary fromthe $4.36, but we
nodeled it at that so it would stay steady.

Yes, sir.

MR McBRIDE: |Is the Volunetric --
HEARI NG OFFI CER GOULD: Excuse ne,
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sir. Stand up and introduce yourself,
pl ease.
MR. McBRIDE: Domnic McBride. | live
at 4 Sonbra Court, which is in the D strict.
HEARI NG OFFI CER GOULD: Ckay. Thank
you.
MR. McBRIDE: The Volunetric Rate is
the sane for in District and out-of-District.
M5. HEDDI N:  Yes.
MR. McBRIDE: Just the Base, then,
I's higher for the out-of-Di strict.
M5. HEDDIN:. Yes, sir.

Let's go to the next slide.

| don't know about you, but all of
t hose nunbers on the previous slide makes ny
brain hurt. | think nbost of us are concerned
with what the check is going to | ook |Iike when
you wite your check to the District each
nont h.

We have given sone different
exanpl es based upon consunption levels in
terns of how these rate changes will affect
you, really depending on how nuch you use each
nont h.

When we | ook at the average

Cumbre Court Reporting Page 60
cumbrecourt@comcast.net



© 00 N o o b~ W N P

N DN D D MDD P P P PP,
aa A~ W N b O © 00 N O O A W N B O

REVISIONS TO THE RATES OF THE ELDORADO AREA WATER & SANITATION DISTRICT
TRANSCRIPT 03/27/2024

custoner for the District, we take your total
consunption for the District and divide that
out by the total custoners of the D strict.
Your average use per custonmer per nonth is
about 3700 gallons. Sone of you use |ess,
sone of you use nore, but the average is about
3700 gal | ons per nonth.

|"'mgoing to focus on this |ine
here (i ndicating):

Your current rates are $79.59.
Wth the rates we just went through for 2025,
it would go to $82.83. It is less than a
$3.00 increase for the 2025 rates. That
equates to a 4% increase of the rates.

You can then see, by 2029, what
they go to. W' re seeing about 4% i ncrease
in the first 2 years, and we then back out
about to a 3.7% and 3.3% increase in the
average bill.

A couple things to note here as
wel | :

This is what the water rates | ook
| i ke, but we've talked a little bit about
havi ng to make assunptions. W nade

assunptions about inflation.
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W made assunptions on how nuch
Grant funding the District would get.

| think there is a natural question
to be asked there: "Well, what happens if
your assunptions aren't right?"

The first thing is that $4.36 for
your tax rate is really the District's first
tool for making adjustnents. |[f, for exanple,
t he operating expenses are |ess than we
proj ected, then they have 3 choi ces:

Option 1 is to use the tax rate.
Maybe the tax rate is no |longer $4.36, so the
Board cones in and requests a | ower anount of
Revenue Recovery fromthe County and adjusts
that tax rate accordingly.

The second option is that the Board
could utilize any excess revenues to fund all
of that other infrastructure that still needs
to be replaced with the substandard pipes that
are 30 to 40 years old, and accelerate those
capital projects and/or use nore noney to cash
fund those projects.

The third option avail able would be
for the Board to cone back, if we were

materially off, and redo the rates sooner than
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t hat 5-year horizon.
Let's go to the next slide:

That being said, in terns of

recomendati ons we are reconmendi ng proceedi ng

with the adoption and i nplenentation of the
recommended rates, which would take place in
2025. W do recomrend annual ly that the...

Actually, given that the Board and
the Rate Committee has a very thick stack of
spreadsheets that have all of the assunptions
and all of the projections in terns of
consunption and expenditures, et cetera, we
are recomendi ng that annually we nonitor
t hat .

If, for sone reason, we go too far,
there is only so nuch shaking of the crystal
ball we can do. |If actually cones in
differently than we anticipated, then we need
to look at it nore closely and cone in, I|ike
we did at 2022, and say, "Hey, let's |ook at
this and make sure we're on track."

We do, again, recommend eval uati ng
the need for changes in the MII Levy

annually. That's | ooking at the budget and

nunmbers, and nmaki ng sure, when they go forward
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W th requesting Revenue Recovery through the
County, that it is sufficient.

Continual ly Evaluating Cl P Needs:

This issue is that this piping was
put in by the devel oper, as Steve already
tal ked about. Your infrastructure, as far as
the quality of what was originally put in can
make it sonewhat unpredictable, but they do
an incredible job of nonitoring and watching
it and keeping up with it. [If the CIP needs
change materially fromwhat we projected, then
we need to ook at it again nore closely.

| mpl enent future increases to fund

Cl P requirenents:

As we've tal ked about, that's an
update to the analysis every 3 to 5 years.

Those are all of ny prepared
coments; |'m happy to answer any ot her
guesti ons.

HEARI NG OFFI CER GOULD: Nel i sa, why

don't we do it this way:

Wiy don't you cone sit here
(indicating); | have sone questions for both
you and Steve.

M5. HEDDI N:  Ckay.
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HEARI NG OFFI CER GOULD: After that we
can take comments and ot her questions if we
haven't cleared up any lack of clarity in the
presentati on.

| wanted to start with you, Steve,
and go to the Affidavit that you have in that
package of materials that is Exhibit 1.

MR. KING Yes.

HEARI NG OFFI CER GOULD: Wbul d you
affirmthis Affidavit was prepared by you or
under your direction?

MR. KING Yes, | would.

HEARI NG OFFI CER GOULD: As you | ooked
t hrough this, and as you have | ooked t hrough
this, are all these statenents true and
correct?

MR. KING | have | ooked through it and

all of the statements are true and correct.
HEARI NG OFFI CER GOULD: Ckay. | did
have a coupl e of questions:
Do you know, with respect
to -- maybe this is a better question for
Anna -- when the Water Notes are generally
provided to the custoners on a nonthly basis?

MR. KING They usually go out the
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first week of the nonth, |ike the 6th or 7th.

M5. MONDRAGON- METZGER:  More |ike the
second week.

HEARI NG OFFI CER GOULD: The second
week.

Ms. MONDRAGON- METZGER:  Yes. The
first week they are doing billing.

HEARI NG OFFI CER GOULD: Ckay. That
question is inportant for the Notice. W
have to have 30 days Notice of this hearing.
We just want to nmake sure that the February
Wat er Notes went out 30 days before today's
date, which it does seemlike it did.

M5. MONDRAGON- METZGER:  Yes. There
was al so a publication 30 days in advance in
t he Santa Fe New Mexi can.

HEARI NG OFFI CER GOULD: Yes. | have a
guestion, so | wll cone back to you on that.

| did have a question on Paragraph
9 of your Affidavit.

MR. KING  Uh-huh.

HEARI NG OFFI CER GOULD: You tal k about
"Aging Infrastructure, $13 mllion" that you
expect to spend over 5 years.

MR. KING  Unh-huh.
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HEARI NG OFFI CER GOULD: Then Nel i sa

just tal ked about, in her presentation...
Let me see if | can find it.

MR KING The $8.8 nillion.

HEARI NG OFFI CER GOULD: The $8. 8
mllion, yes. Wat is the difference?

MR KING The difference or the
expectation is we wll continue to be
successful in securing G ant funds to nake up
the difference, as we have in the past --

HEARI NG OFFI CER GOULD:  Ckay.

MR KING -- 6 years.

HEARI NG OFFI CER GOULD: What does the
acronym"Cl P' stand for?

MR. KING "Capital |nprovenent
Program "

HEARI NG OFFI CER GOULD: kay.

MR KING It is the ICIP, the
Infrastructure Capital |nprovenent Program
We are obligated each year to submt our 5-
year |CIP to the State of New Mexi co.

HEARI NG OFFI CER GOULD: That i ncl udes
everything, including replacing these thin-
wal | ed pi pes.

MR. KING Correct. W go through
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Proj ect Forecasting, and then we submt that
information to the State, which becones a
condition of securing funding. Mst of the
projects wll not be funded if they are not on
the 1CP.

HEARI NG OFFI CER GOULD: Ckay. Nelisa
mentioned, and | think you nentioned in your
Affidavit, that your goal is to replace 6% of
t he substandard smaller piping. |Is there a
tinmeline or schedule for the other 94% or is
that for the next Rate Study?

MR. KING There is not because we have
had good fortune so far. W are not going to
repl ace pipe until it needs to be repl aced.

The managenent tool that we use to
assess that is called a 5-year Leak Study.

We | ook at the nunber of line breaks per mile
per year and conpare that with industry

aver ages and standards, and that becones kind
of our gui dance.

Again, we are going to try to
optimze. W are not going to replace pipe
before it needs to be replaced, but that's the
gui dance docunent that we use.

HEARI NG OFFI CER GOULD: The dependence
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upon the Santa Fe water system this

I nterconnection wth Santa Fe, has that
reduced the need or elimnated the need for
new wel | s?

MR. KING In the foreseeable future
the answer to that is yes. As the wells
continue to age, we're going to rehab and
repair those for as long a period of tine as
we can.

Utimately there will be a point
where we get dramatic reduction in the
capacity of one or nore of those wells. At
that point we would have to consider if and
when we have to replace one or nore of those
well's, but well replacenent is in the future
at sone point.

HEARI NG OFFI CER GOULD: Ckay.

MR KING But not any tine in the
| medi ate future.

HEARI NG OFFI CER GOULD: |' m assumi ng
that the fact you're not having to take so
much water out of those wells extends the life
of those wells.

MR. KING Absolutely. Absolutely.

HEARI NG OFFI CER GOULD: Ckay.
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What was the actual date of the
I nterconnection with the County of Santa Fe?

MR. KING W executed the agreenent |
believe in January 2023. The Interconnection
was fully operational 3 or 4 nonths
thereafter, but it happened in phases. Around
March or April we started to take parti al
deliveries.

The detail associated with that was
t he pernmanent punp station wasn't conpl eted,
but we installed a tenporary punp station
W th reduced capacity. W started taking
water, and |'mnot exactly sure on that, but
it was |ike March or April. On the system we
started taking full allocations late in 2023,
and have been ever since.

HEARI NG OFFI CER GOULD: Ckay. Just for
the record, let's mark the slides that you
presented as hearing Exhibit 6, and nake sure
that David Lee gets a copy of that.

MR KING Ckay.

HEARI NG OFFI CER GOULD: Then | have a
coupl e of questions for you, Nelisa.

M5. HEDDI N:  Sure.

HEARI NG OFFI CER GOULD: If you go to
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your pie chart.

M5. HEDDI N: Yes, sir.

HEARI NG OFFI CER GOULD: The 11% wat er
purchase on the left side, that is including
all of the fees that the District is going to
have to pay to the County of Santa Fe?

M5. HEDDI N: Yes, sir.

HEARI NG OFFI CER GOULD: It al so
I ncl udes the cost of the Water Rights, the
$19, 000 and change that's been prorated over
10 years?

M5. HEDDI N: Yes, sir.

HEARI NG OFFI CER GOULD: Ckay. If you
know, are those Water Ri ghts now secured
t hrough what ever State agency, the State
Engi neer or whatever? Are they secured and
owned by the District, or are they | eased?

MR. KING They are secured and owned
by Santa Fe County, and we pay a fee in lieu
of .

We had 2 options. W could go out
to the market and purchase Surface Water
Rights and transfer that ownership to the
County, or they go out and purchase those

rights, and we have to pay that negoti ated
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fee in lieu of.

HEARI NG OFFI CER GOULD:  Ckay.

At the bottom of that pie chart,
this $5.1 mllion, that is the total expense
for 20257

M5. HEDDIN: Yes, sir.

HEARI NG OFFI CER GOULD: But the total
revenue fromthese rates is going to be $3.1
million?

M5. HEDDIN: Yes, sir.

HEARI NG OFFI CER GOULD: The approxi mate
$2 million, that is the offset that you're
t al ki ng about ?

M5. HEDDIN: Yes, sir; taxes and then
penalties, late fees, interest incone, et
cetera.

HEARI NG OFFI CER GOULD: Ckay. And the
taxes are not only the tax that's on the bill,
but property taxes?

M5. HEDDIN: Property taxes, yes, sSir.

HEARI NG OFFI CER GOULD: What percent age
of that difference, that $2 mllion difference
Is the property tax?

M5. HEDDIN: Mbst of it. Most of it.

HEARI NG OFFI CER GOULD: Ckay. Just a
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coupl e of questions:

When | | ook at the next page, which
I s the Recommended Rate and Fee Design, the
way that your tiers work, a custoner woul d pay
$13.27 for the first 3,000 gallons. If they
use 3,001, does the $16.59 fee apply to the
entire anount or just the additional anount
over 3, 0007?

M5. HEDDIN: Just the additional anount
over 3, 000.

HEARI NG OFFI CER GOULD:  Ckay.

These average i ncreases on the next
slide include the taxes that you nentioned,
t he $4. 36.

Where am | | ooki ng?

M5. HEDDIN: No, they do not. Those
are the water bill fees.

HEARI NG OFFI CER GOULD: Ckay.

M5. HEDDIN: The property taxes woul d
conme, but this is just giving you what your
water bill would | ook Iike. The property
taxes, of course, would be remtted through
t he County.

HEARI NG OFFI CER GOULD: Ckay. And

woul d appear on your tax bill, your County
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property tax bill.

M5. HEDDI N:  Yes.

HEARI NG OFFI CER GOULD: What is this
tax | evy assunption of $4? |Is that $4.36 or
Is that a percentage?

M5. HEDDIN: It's 4.36 per 1,000 --

MR KING |It's the MII rate, per
$1, 000 of assessed --

M5. HEDDI N:  Val uati on.

HEARI NG OFFI CER GOULD:  And that's the
property tax.

M5. HEDDI N: Yes, sir.

HEARI NG OFFI CER GOULD: Ckay. That
does not appear on your water bill.

M5. HEDDIN: That's correct; that does
not appear.

HEARI NG OFFI CER GOULD: Thank you very
much. | believe those are all of ny
guesti ons.

Wiy don't we, Nelisa, Mark, your
slides as Hearing Exhibit 7.

M5. HEDDIN. Ckay.

HEARI NG OFFI CER GOULD: Make sure that
David gets a copy of those.

Ckay. Now what | would like to do
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I s anyone in the audience that wants to nmake
a comment, this is your tine to do it.

Also if you have questions for
either Nelisa or Steve about anything that
was presented, this is your opportunity to do
t hat .

W want to nake this process as
transparent as possible, so don't feel
I nhibited to have either Steve or Nelisa go
back through sone of the information that they
have cover ed.

| think M. Joseph Loewy has
I ndi cated that he wants to nmake a statenent.

M5. BRUFF: Do you want to swear him

THE CERTI FI ED REPORTER: M. Loewy,
woul d you raise your right hand, please:

You solemly swear the testinony
you're about to give in the matter now pendi ng
shall be the truth, the whole truth, and
not hi ng but the truth so help you God?

MR, LOEWY: Yes, | do.
THE CERTI FI ED REPORTER: Thank you,
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JOSEPH LOEWY,
after having been first duly sworn,

was exam ned and testified as foll ows:

(Rate Hearing Exhibit 8 was

received in evidence.)
MR. LOEWY: Good evening. M nane is

Joseph Loewy, and | |live at 6 Monterey Road,
Santa Fe, 87508.

| have been and EAWED r at epayer
for over 12 years. | serve as an appointed
menber of the District's Capital Planning
Advi sory Comm ttee, and the Comruni cations
and Custoner Service Advisory Conmmttee. |
partici pated as an appoi nted nenber of the
Rat e Design Study Advisory Committee that
assisted in creating the proposal being
di scussed this evening.

After numerous hours of research

and di scussion, and with the assistance of a

Rat e Design consultant, our conmttee was able

unani nously to propose Base and Vol unetric

Rates that took into consideration the |ong-

range goal s of producing sufficient revenue to

of fset both operations expenses and our
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capital needs for the next 5 years, while
being fair and equitable to our ratepayers.

| nportantly, we designed proposed rates that
rewar ded conservati on of our precious resource
of water.

Further, our District continually
strives to reduce operational expenses,
chal | enge capital project expenditures, and
seek Grants and |loans with partial forgiveness
arrangenents. Qur goal is to reduce the total
expense of these projects. | support the
proposed rates as being fair, mniml, and
pragmati c.

| urge the acceptance of the
proposed rates as presented. | encourage the
EAWSD Board of Directors to specifically seek
to aggressively continue to plan repl acenent
of our aging pipeline infrastructure. The
proposed rates continue to support
acconplishing this goal.

Thank you.

HEARI NG OFFI CER GOULD: Thank you,
M. Loewy.
Ms. Daigle, did you want to nake a

comment ?
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M5. DAl GLE: Yes.

HEARI NG OFFI CER GOULD: Ckay. Pl ease
stand up.

M5. DAIGLE: Ckay. |Is it clear that
the AES commercial solar facility was not
considered at all in this?

HEARI NG OFFI CER GOULD: For ny
clarification and for the record, could you
describe, to the best of your ability, what
you nean by "the AES commercial Sol ar
facility" and descri be what that acronym
nmeans? Because we have to record this; okay?

Go ahead.

M5. DAIGE: Santa Fe County is
proposing the installation of a very |arge
800-acre comercial solar facility consisting
of approxi mately 239,000 sol ar panels, as well
as lithiumion battery storage contai ners.
This facility, if it's approved, is going to
use mllions of gallons of water, which is
going to be taken away fromus, the citizens,
as well as all of the wldlife and flora.

You can tell, | guess, that I'm
not for it.

HEARI NG OFFI CER GOULD:  Your question
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relating to this rate increase is what?
M5. DAIGLE: M question is related to
this water use.
HEARI NG OFFI CER GOULD: Ckay. Go
ahead.
M5. DAIGE: Howis this going to
affect us? Because | don't think it's been a
consideration for the County. They just seem
to have blinders on about this.

Al of the energy that wll be
produced fromit is not comng to any of us,
it's going to Texas.

HEARI NG OFFI CER GOULD: But none of
this affects -- we need to keep this on the
rate schedule. |If you could --

M5. DAIGE: That's ny basic question.

HEARI NG OFFI CER GOULD: -- direct your
guestions to that.

Thank you for the background, but

could you direct your question to the 2
experts about your concern with respect to
the District's rates?

M5. DAIGE: Well, ny concern was that
just wasn't considered, and | don't know why

It wasn't considered since this is a proposal
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of theirs that's been apparently in --

HEARI NG OFFI CER GOULD: |s your
guestion, fromny perspective, wll the
District be providing water for this facility
If it is ever approved? |s that your
question?

M5. DAI GLE: (Good question.

MR. KING And the answer is no.

M5. DAIGLE: Where is their water going
to be coming fromand who is paying for it?

MR KING W don't know. | know there
I s several sources being considered. | do
know definitively that even if we wanted to,
we are not allowed to deliver water outside
of our Service Area Boundary. No, we wll
not be providing water to the AES project.

M5. DAIGLE: That won't be affecting
us no matter what. It won't be affecting,
except we are going to be paying Santa Fe
County for our Surface Water.

M5. HEDDIN. The Rate Study consi dered
use in the District, which, as Steve said, the
solar project will not be using the District's
water, so we would not have considered that in

the Rate Study because it's irrelevant to the
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analysis, unless it either A affects
consunption; or B, expenditures. For that
reason it was not reflected in the anal ysis.
That woul d definitely be a better
guestion for the County, | think, is your
better go-to to answer those questions.
M. DAIGE: Well...
HEARI NG OFFI CER GOULD: Does t hat
answer your question, ma'anf
M5. DAIGLE: Yes, it does.
| had sone ot her questions about
your decision, but | guess | can ask you that.
HEARI NG OFFI CER GOULD: Well, no. [|I'm
not the expert, I"'mjust the unpire. If you

have techni cal questions, these are the people

t hat you need to ask.
M5. DAIGE: Well, it says:
"Foll ow ng the formal Public
Heari ng, and based on the Public
Hearing record, the Hearing
Oficer, M. Gould..."
HEARI NG OFFI CER GOULD: | can answer
t hat .
M5. DAIGE: Yes. | wanted to know the

nunber of days.
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HEARI NG OFFI CER GOULD: | have al ready
stated that. | have a statutory obligation

to give ny decision to the Board within 20
days of this hearing. | plan, because | have
ot her cases that |'mworking on, to get that
to them next week.

VWhat | wll be waiting for, in
sone instances, and | do have a |lot of the
information in the witten packet, but 1"l
be waiting for M. Lee's transcript. Sone of
things that | need to state in that decision
will conme fromthis conversation, and sonme of
t he things they have said.

| assune by next Friday | wll have
a decision to themm M. Lee is very quick.

M5. DAIGLE: W have a certain nunber
of days to reply.

HEARI NG OFFI CER GOULD: The Board has 7
days to post it on the website, and then you
may appeal directly to the Board 20 days after
It's published.

You can al so request, if you give
your address to Anna, a witten copy of ny
deci si on.

M5. DAIGLE: Ckay.
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HEARI NG OFFI CER GOULD: It is ny
understanding that it will be posted on the
website and w Il be downl oadabl e.
M5. DAIGLE: Okay. Once the decision
I s posted on the EAWSD website we have --
HEARI NG OFFI CER GOULD:  Twenty days.
M5. DAIGE: "Twenty-eight"?
HEARI NG OFFI CER GOULD: "Twenty days. "
MR KING 2-0.
M. DAIGLE: "Twenty days." W're
goi ng to have to keep wat ch.
M5. MONDRAGON- METZGER: O audi a, there
Is a copy of this PowerPoint out in the |obby
you can grab if you want.
M5. DAIGLE: | got it straight from
M. Gould, so that's good. 1'Ill get a copy of
t hat, too.

HEARI NG OFFI CER GOULD: Ckay.
M5. DAI GLE: Thank you very nuch.
HEARI NG OFFI CER GOULD: Thank you,
ma' am  Thanks for com ng, and thank you for
your interest.
Dom nic McBride, do you have sone
comment s?

VR. M:BRI DE: Yes.
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HEARI NG OFFI CER GOULD: Ckay. You
al ready stated your address was 4 Sonbra
Court.

MR. McBRIDE: That's correct.

| actually have 2 questions for
differing groups.

HEARI NG OFFI CER GOULD: Ckay. o
ahead.

MR MBRIDE: |'mjust curious:

I n past rate hearings you actually
publ i shed the proposed schedule in the Water
Notes. | didn't see the Proposed Rate
Schedul e in any of the Water Notes. | got it
fromthe Rate Design Study, which | coul dn't
find at the website either. | had to actually
call and talk to Anna about that, who sent ne
t hose.

Why didn't you publish? | think
the best place to put that woul d have been on
the Water Notes, so people could have been
I nf or med about these proposed rates. Not
everybody is going to read through the Rate
Design Study that's 20 pages.

MR KING |I'mgoing to have to refer

you to Anna.
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M5. MONDRAGON- METZGER: | don't believe
we have done that in the past.

MR. McBRIDE: You have done it in the
past .

M5. MONDRAGON- METZGER: | t hought we
had to go through the Public Hearing before
we published it.

MR. McBRIDE: kay. | can show you
that from 2015 --

M5. MONDRAGON- METZGER:  Ckay.

HEARI NG OFFI CER GOULD: -- and the
2021 | thi nk.

M5, MONDRAGON- METZGER: ' 109.

MR McBRIDE: '19 and '15; they were in
t here.

M5. MONDRAGON- METZGER:  Sorry about
t hat .

HEARI NG OFFI CER GOULD:  From ny
perspective there is no | egal requirenent that
you hold that back; it is not a secret
docunent, so M. MBride is correct. |[|f you
want to include it in the Water Notes, that's
perfectly fine.

| would tell you that | did notice

that it was attached to the Board's Second
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Resol uti on.

MR MBRIDE: Ckay.

HEARI NG OFFI CER GOULD: Wi ch was --
"'l have that in a second here.

Whi ch was attached to the neeting
materials here, but |I don't know if the
Resol utions are generally published.

There was a Resolution in February
where the Board actually said, "W have had
this Public Forum we've had this Rate Study.
We are proposing these rates to go into
effect." That's what triggered this hearing,
and it was attached to that.

MR. McBRIDE: | understand that.

The Water Notes are actually mailed
with the bills that everybody receives; that
s why the Water Notes is sonewhat inportant.

My ot her question has to do for
you, Peter.

HEARI NG OFFI CER GOULD: Yes, sir.

MR. McBRIDE: You aren't certified by
the Public Regul ation Conm ssion; correct?

HEARI NG OFFI CER GOULD: Yes. There is
a requirenent in the Statute that the Board

ask the Public Regulation Conm ssion if they
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think I"'mqualified to do this.

MR MBRI DE: Okay.

MR KING W did get a confirmation of
t hat .

HEARI NG OFFI CER GOULD: There was a
confirmation letter fromthe General
Counsel's office of the PRC

MR MBRIDE: This is recently wthin
the | ast --

HEARI NG OFFI CER GOULD: It was done in
the | ast couple of nonths.

MR KING Correct, yes.

MR. McBRIDE: Your role is to reject,
anend, or adopt the proposed rates here today.

HEARI NG OFFI CER GOULD:  Yes.

MR. McBRIDE: Okay. Al right. That's
all 1 have then.

HEARI NG OFFI CER GOULD: If you want a
copy of ny decision when it's given to the
Board, you can ask Anna and she will make sure
that you get that.

MR MBRIDE: Ckay.

HEARI NG OFFI CER GOULD: | have been
i nvolved with UWility Regulation since 1988

back when di nosaurs were roam ng the earth.
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MR. McBRIDE: | understand that.

If | was going to ask a further
guestion, | would ask whether the EAWSD is a
busi ness, or whether it is a governnent
entity.

HEARI NG OFFI CER GOULD: It is a
governnment entity that's created according to
Chapter 73 of the New Mexico Statutes, which
all ows these types of organizations to exist;
it is a governnental entity in that respect.
It's not a County; it's not a City.

MR. McBRIDE: Right.

HEARI NG OFFI CER GOULD: It is not under
the direct supervision of the Governor or the
Legi slature, but it is created and has | egal
obligations in the creation that they have
sati sfied.

MR MBRIDE: W do rely on entities
| i ke the Public Regulation Comm ssion and the
Ofice of the State Engineer to oversee rate
I ncreases having to do wth water.

HEARI NG OFFI CER GOULD:  No.

The State Engineer is only
responsi ble for issuing and confirm ng Water

Ri ghts; okay? The State Engineer's
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i nvol vemrent with this process is with the
County, when the County cane in and was
pur chasi ng Water Ri ghts.
|"m not a State Engi neer |awyer,

but I'mcertain that there had to be sone kind
of filing wwth the State Engi neer for this
reci procal agreenent.

MR. McBRIDE: Ckay.

HEARI NG OFFI CER GOULD: On the second
question, no.

MR. McBRIDE: The PRC then.

HEARI NG OFFI CER GOULD: The PRC only
has jurisdiction over water districts that
have el ected to cone under its supervision.

MR. McBRIDE: Ckay.

HEARI NG OFFI CER GOULD: That's in the

Statute, and I'll nmention that in ny O der.
| will give you the citation if you are having
troubl e sl eeping and you need to read
Statutes, you know, when you go | ooking for
sonet hi ng.

It is Section 73-21-55 -- 1'11
repeat that -- 73-21-55C as in cat. That

provi sion of the Statute was added such that

water districts that felt they did not need

Cumbre Court Reporting Page 89
cumbrecourt@comcast.net



© 00 N o o b~ W N P

N DN D D MDD P P P PP,
aa A~ W N b O © 00 N O O A W N B O

REVISIONS TO THE RATES OF THE ELDORADO AREA WATER & SANITATION DISTRICT
TRANSCRIPT 03/27/2024

to cone underneath the jurisdiction of the
PRC coul d el ect not to be under their
jurisdiction, and could hold their own rate
hearings and do this process.

MR. McBRIDE: |s that the New Mexico
Adm ni strative Code?

HEARI NG OFFI CER GOULD: It is actually
New Mexico Statutes Annotated. The
Adm ni strative Code would just have rules and
regul ati ons that would be derived fromthe
St at ut e.

MR. McBRIDE: Thank you.

HEARI NG OFFI CER GOULD: You bet.

Any ot her questions?

My participation in this process is
finished when |I give the Board ny Reconmended
Decision. |If you have questions, if you want
to make a protest, comrunicate directly with

t he Board because | have got nothing to do

withit.

Even if this goes to District Court
and gets appealed, I'mnot in that process.
They will ook at ny decision and say it was

either well-reasoned, or it was faulty or

whatever. That's up to the District Court.
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| just want to repeat that |'m not
the Board's attorney, and so | can't answer
any ot her questions outside of this hearing.

M5. DAIGLE: Any comments we woul d have
to nake to the Board, you wouldn't receive it.

HEARI NG OFFI CER GOULD:  No.

M5. DAIGLE: Your decision is fromthis
meeting right here.

HEARI NG OFFI CER GOULD: Well, yes.

I f you have any other comments, |
woul d | ove to hear them now, and then they
will be in the transcript.

M5. DAIGLE: | whol eheartedly neant
what | said.
HEARI NG OFFI CER GOULD: | under st and.

| under st and.

Any comment s/ questions after |
| ssue ny decision will go to MS. Mondragon-
Met zger or Steve King.

Ckay. Thank you everyone. Wth
that, | think we are adjourned.

(Rate Hearing Exhibit 9 was
recei ved in evidence.)

(The hearing concluded at 6:01
p.m)
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STATE OF NEW MEXI CO

County OF SANTA FE

IN THE MATTER OF THE PROPCSED
REVI SI ONS TO THE RATES OF THE
ELDORADO AREA WATER &

SANI TATI ON DI STRI CT PURSUANT
TO Board RESOLUTI ONS NOS.
24-01-03 AND 24-02-01

N N N N N N

VEDNESDAY, MARCH 27, 2024
5:34 P. M
REPORTER S CERTI FI CATE

I, DAVID M LEE, RMR, CRR, CERTI FI CATE
NUMBER 50391, NEW MEXI CO CCR NUMBER 537, DO
HEREBY CERTI FY that on March 27, 2024, the
Proceedi ngs in the above-capti oned matter
were taken before ne, that | did report in
st enogr aphi ¢ shorthand the Proceedi ngs set
forth herein, and the foregoing pages are a
true and correct transcription, all done to
the best of ny ability.

| FURTHER CERTI FY that | am
nei t her enpl oyed by, nor related to, nor
contracted with (unl ess excepted by the
rul es) any of the parties or attorneys in this
case, and that | have no i nterest what soever
in the final disposition of this case in any
court.

DATED at Santa Fe, New Mexi co,
this 31st day of March, 2024.

?MJ&OM,%

David M Lee, RVR CRR
Certificate No. 50391
New Mexi co CCR Nunber 537
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