


Flow of Funds System

MPW's flow of funds system to meet the requirements of the existing bond ordinance
includes the following funds.

General Revenue Fund
General Utility Fund

Growth Cost-Recovery Fund
E&E Fund

R&R Fund

The chart on the following page illustrates the current flow of funds system. Colors are used
in the figure to indicate the flow of funds requirements as well as “what pays for what.”

The five major sources of funds available to MPW, the Funds and accounts into which
those funds flow, and the appropriate types of expenditures for each of those sources of
funds are illustrated with colors:

» Green indicates operating revenues primarily generated from existing
customers

» Light Blue indicates impact fees generated from and for future customers

» Dark Blue indicates non-operating revenues primarily generated from existing
customers’ investments®

» Red indicates debt proceeds from lenders for specific projects for existing or
future customers

» Brown indicates grants or special funds from governmental agencies for
specific projects for existing or future customers

» Title blocks for sources of funds and types of fund disbursement have a gold
background. The colors of the title blocks and labels of the Funds and accounts
indicate the origin of the specific Fund:

» Purple title boxes indicate Funds and Accounts required under the existing
Bond Ordinance

» Orange title boxes indicate Funds that will not be mandatory under existing
bond ordinance, but are being voluntarily established by MPW to improve
equity between existing and future customers and ensure that “growth pays
for growth”

Impact Fee Revenues from Future Customers
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Impact fees are payments made by homebuilders or developers to pay for capital facilities
for future customers. Case law requires that impact fee revenues be expended for the direct
benefit of the future customers for whom they were paid. Thus, the flow of impact fee funds
is kept separate from other revenues.

Impact fees are separated into water and wastewater accounts. The Growth Cost-Recovery
Fund is a fund into which a specific portion of all impact fees received during the fiscal year
will be deposited. This portion will be the percentage of the facilities, developed for the
benefit of future customers that have been financed with debt proceeds.

Transfers of impact fees have two constraints:

(1) After transfers from the Impact Fee Accounts into the Growth Cost-Recovery Fund
have been made, the funds will be restricted to payment of debt service, debt service
reserves, or defeasance of debt.

(2) Funds transferred out of the Growth Cost-Recovery Fund to the Debt Service Fund
will have been received and transferred into the Growth Cost-Recovery Fund during
previous fiscal years. This multi-year planning process for the Growth Cost-Recovery
Fund is illustrated with a 3 —dimensional box to indicate that there is time lag of at
least 1 year between transfers in and transfers out.

The Growth Cost-Recovery Fund will provide two benefits to the customers of MPW:

* Because the portion of impact fees that will be applied to debt service will be from
impact fees previously paid, bondholders will have more security.

* Equity between existing and future customers will be improved. Future customers will
be protected by ensuring that no more than a fair share of their impact fees is applied
to debt service. Equity to existing customers can be improved by funding part of the
annual debt service requirement at the beginning of each year with impact fees, thus
unencumbering part of the operating revenues for uses that more directly benefit
these customers.

All impact fee revenues that are not transferred into the Growth Cost-Recovery Fund will be

transferred to the E&E Fund and spent directly on capital projects for the benefit of future
customers.

Non-Operating Revenues Fund R&R Projects
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Non-operating revenues include interest earned and other miscellaneous sources of
revenues, such as insurance reimbursements, that are not generated from the normal
operations. The primary sources of non-operating revenues are interest earned on the
account balances in the Gross Revenue Fund, the O&M Fund, the General Utility Fund, and
the R&R Fund. Interest earned on impact fee-related accounts and the Construction Fund
are restricted to the same types of application and uses as other monies in those Funds and
accounts and are therefore not considered non-operating revenues for policy-making
purposes.

Non-operating revenues are not a steady source of revenue because the amount received
depends upon

the total amount of money invested at a given time, the interest rate at which it is invested,
and other extraneous circumstances.

Because the definition of non-operating revenues excludes interest earned on impact fees
and construction funds, most non-operating revenues are generated from earnings on funds
that were created by existing customers. Therefore, the most appropriate expenditure for
non-operating revenues is for R&R of capital outlays or facilities that benefit existing
customers. In the flow of funds diagram, non-operating revenues are dedicated to R&R
expenditures.

Debt Proceeds and Grants Benefit All Customers

Debt proceeds and grants are sources of funds provided by lenders or public agencies that
are restricted to expenditure on specific capital projects, regardless of the intended
beneficiary. MPW'’s rapid rate of growth and demand for new facilities, coupled with R&R
projects, has necessitated incurrence of debt. Additional debt probably will be required to
implement through build-out.

Operating Revenues from Existing Customers

Operating revenues are MPW'’s primary source of funds. These revenues come from
monthly use charges including basic facilities charges, volumetric rates for water and
wastewater, water and wastewater connection charges for new customers, and
miscellaneous charges for ancillary services.

The bond ordinance requires that these revenues be deposited into the General Revenue
Fund. These funds are transferred out of the General Revenue Fund to other Funds and
accounts in order of importance to the bond holders:

* A sum sufficient to cover O&M expenses is transferred to the O&M Fund.
* An amount equivalent to the revenues received in excess of the budgeted level and

expenses not incurred during the fiscal year as budgeted, and that will not rollover to
the subsequent year, will be transferred to the Rate Stabilization Fund. The fund will
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be funded up to a predetermined amount based on the experience from the prior
fiscal year and the amount currently in the fund.

Twice each year, 5 days before the debt service payment is due, the funds that have been
set aside for debt service payment are transferred into Debt Service Fund.

* If the Debt Service Reserve Fund contains less than enough money to make a full
year’s debt service payment, the remaining operating revenues are transferred into
these accounts. Monies from this fund are transferred out only to the Debt Service
Fund to correct a shortfall in that Fund or to make the last debt service payment.

* Any funds remaining after these requirements have been met are unrestricted and
may be transferred into other Funds or accounts of the utility as long as the minimum
balance of 90 days unrestricted cash is maintained.

Irrigation Excessive Use Charges

TIER 1 TIER 2 TIER 3 TIER 4
METER SIZE 3.97 per 1000 | Add. $1.19/1000 | Add. $3.77/1000 | Add. $6.35 /1000
GALS GALS GALS GALS

for gallons for gallons for gallons
between between between
All Gallons 27,601 to

625 & .75inch Charged 9,201 to 18,400 | 18,401 to 27,600 99,999,999
All Gallons 46,801 to

1.00 inch Charged 15,601 to 31,200 | 31,201 to 46,800 999,999 999
All Gallons 91,201 to

1.50 inch Charged 30,401 to 60,800 | 60,801 to 91,200 999,999,999
All Gallons 97,601 to 146,401 to

2.00 inch Charged 48,801 to 97,600 146,400 999,999,999
All Gallons 92,001 to 184,001 to 276,001 to

3.00 inch Charged 184,000 276,000 999,999,999
All Gallons 153,601 to 307,201 to 468,801 to

4.00 inch Charged 307,200 460,800 999,999,999
All Gallons 306,401 to 612,801 to 919,201 to

6.00 inch Charged 612,800 919,200 999,999,999

All Gallons 490,401 to 980,801 to 1,471,201 to

8.00 inch Charged 980,800 1,471,200 999,999,999






