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MEETING DATE: May 21, 2014 GENERAL MANAGER: Glenn Pruim

PREPARED BY: Jeff Umbrasas, Administrative DISTRICT SECRETARY: Gus Vina
Services Manager

SUBJECT:

Consideration of Adjustments to the San Dieguito Water District's Water Rates and Meter
Service Charges Effective July 1, 2014.

RECOMMENDED ACTION:

Adopt Resolution 2014-05, entitled “A Resolution of the Board of Directors of the San Dieguito
Water District Increasing Water Rates and Meter Services Charges, Effective July 1, 2014.”

STRATEGIC PLAN:

This item is not applicable to the Strategic Plan.

FISCAL CONSIDERATIONS:

The staff recommended 4.5% adjustment to Water Sales and Meter Service Charges is
projected to increase District revenues approximately $586,500 annually.

BACKGROUND:

At the November 2011 District Board Meeting, the Board authorized staff to contract with
Raftelis Financial Consultants (RFC) to prepare a Water Rate Study (Study). The Study, which
was vetted through the District's public Water Rate Subcommittee, consisting of Board
Members Muir and Gapsar, yielded three alternatives which were introduced to the Board at the
June 2013 Board meeting. Ultimately, staff's recommended option of an 8.5% revenue increase
on September 1, 2013 and up to an 8.5% revenue increase on July 1, 2014 was adopted via
Resolution No. 2013-08 by the Board at the August 21, 2013 Board Meeting in accordance with
Proposition 218 requirements.

The July 1, 2014 adjustment was adopted as an amount “up to” 8.5%, meaning that would be
the maximum amount allowed for the increase. Based upon financial modeling at the time of
original Study, staff projected an 8.5% revenue increase would be necessary to maintain fiscal
stability for the District. However, staff informed the Board that the increase would be
reanalyzed closer to July 1, 2014 to determine the actual required revenue increase and based
upon the review of the updated financial position of the District, an increase of less than the full
8.5% may be proposed.
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ANALYSIS:

At the time of August 2013 Board Meeting, staff did not have audited year-end financial
information available for Fiscal Year 2012/13. As such, staff was basing the July 1, 2014
increase utilizing conservative projections based upon the best information available at the time.
Since that time, staff has received audited year-end financial information for FY 2012/13, has
analyzed revenue and expenditure data for FY 2013/14 through March 31, 2014 (3™ Quarter)
and has revised its budget projections for FY 2014/15 based upon the availability of updated
information. Highlights of the updated information include:

e Fiscal Year 2012/13 ended with an available fund balance of $11,774,873, or
approximately $1.16 million above projection due to better than anticipated revenues
related to water sales, lower than anticipated expenditures related to water purchases
and personnel costs and a delay in certain capital and fleet expenditures.

e Fiscal Year 2013/14 Water Purchase expenditures are projected to be $1,100,000 over
budget due to lack of local water availability and increased reliance on costlier imported
water,

e Fiscal Year 2013/14 Water Sales revenues are projected to be $800,000 over projection
due to warm and dry local weather conditions resulting in increased customer demand.

e Miscellaneous Fee and Charge adjustments were approved by the Board in January
2014, resulting in increased revenues of approximately $52,800 annually.

e The San Diego County Water Authority’s (SDCWA) Calendar Year 2015 commodity rate
for imported water increased only 3.6% for treated water and 4.3% for untreated water,
compared to an earlier projection of a 7.0% increase, resulting in a projected reduction
of $43,000 in FY 2014/15.

e SDCWA'’s Calendar Year 2015 fixed charges are generally either remaining flat or
increasing less than the earlier projected 5.0% increase, resulting in a projected
reduction of $17,000 in FY 2014/15.

e Operating Costs for the R.E. Badger Water Filtration Plant are projected to be $70,000
less than the prior projection due to increased reliance on imported water, as well as
minor plant efficiencies.

e Savings of approximately $100,000 are projected as a result of a pending District
reorganization in FY 2014/15. The reorganization will be presented to the Board at the
June 2014 District Board meeting.

e Adjustments to the District’s fleet replacement schedule will result in projected savings of
$60,500 in FY 2014/15 due to scheduling shifts and life extensions of some vehicles.

e Savings of approximately $200,000 annually are projected in FY 2015/16 and beyond
due to the potential refunding of the District's 2004 Water Revenue Refunding Bonds.

As a result of these factors, staff is comfortable recommending less than the maximum allowed
8.5% increase for July 1, 2014 and is recommending a 4.5% increase, applied evenly to
variable water rates and fixed meter service charges. This increase preserves the District's
commitment to maintaining a 25% / 75% ratio between fixed and variable revenue from rates
and charges. See “Attachment A: Exhibit 1” for the proposed schedule of water rates and
meter service charges.

The District’s drought rates have also been updated to reflect the recommended 4.5% revenue
increase on July 1, 2014. Drought rates are implemented when mandatory water use
reductions are required due to a declared drought. They are designed to keep the District in a
revenue-neutral position as water sales are reduced due to less consumption. See “Attachment
A:. Exhibit 2” for the proposed schedule of drought rates.

As discussed at August 2013 Board meeting, this revenue increase is needed primarily to:
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e Account for continued increases in imported water costs from SDCWA, including
potential large increases in rates in FY 2015/16 due to the cost of adding desalinated
water to the SDCWA water supply portfolio.

e Continue to fund projects as outlined in the 10-year Joint Facilities Master Plan to
rehabilitate and replace infrastructure at the R.E. Badger Water Filtration Plant, San
Dieguito Reservoir and accompanying appurtenances.

As also discussed at the August 2013 Board Meeting, this increase will continue to accomplish
the following goals:

e Funds reserves at or above minimum target levels.

e Provides sufficient debt service coverage.

e Continues the District's commitment to effectively fund investment in the District’s
infrastructure via cash (“Pay-Go”).

e Maintains the District’s standing as having the second lowest water bill in the County for
the District’s average residential customer (see “Attachment B” for this comparison).

It is anticipated that this 4.5% revenue increase will maintain the financial stability of the District
through at least the end of Fiscal Year 2014/15. With the increase, total reserve levels are
projected to maintain relatively flat from FY 2013/14 at approximately $9.33 million at FY
2014/15 year-end (not including the District’'s debt service balance of approximately $1.0 million
and the Fleet Replacement fund balance of $300,000, both of which are not included in the
District’s target reserve calculation). The $9.33 million total reserve level is projected to exceed
the District's minimum target reserve level of $9.28 million for FY 2014/15 by approximately
$50,000.

Furthermore, the revenue increase maintains the District’'s debt service coverage levels above
the minimum limit of 150%, with FY 2014/15 projected to climb to 203%. Maintaining a healthy
debt service coverage level is looked at favorably by credit rating agencies and is a crucial
factor in allowing the District to potentially refund its existing 2004 bond issuance at better
terms.

In striving to maintain the District’'s goal of performing water rate studies on a 2-year basis, staff
anticipates beginning its next water rate study toward the end of FY 2014/15, for potential
implementation in FY 2015/16, if necessary.

ENVIRONMENTAL CONSIDERATIONS:

Per Section 15060 (c) (3) and 15378 of the CEQA Guidelines, the proposed fiscal action does
not involve any commitment to any specific project having a significant physical impact on the
environment. Therefore, the action is not a project and not subject to CEQA.

ATTACHMENTS:
Attachment A: Resolution 2014-05 entitled “A Resolution of the Board of Directors of the
San Dieguito Water District Increasing Water Rates and Meter Services
Charges, Effective July 1, 2014.”
Exhibit 1: Proposed July 1, 2014 Water Rates and Meter Service Charges
Exhibit 2: Proposed July 1, 2014 Drought Rates
Attachment B: Local Agency Average Water Bill Comparison
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RESOLUTION NO. 2014-05

A RESOLUTION OF THE BOARD OF DIRECTORS
OF SAN DIEGUITO WATER DISTRICT
INCREASING WATER RATES AND METER SERVICE CHARGES
EFFECTIVE JULY 1, 2014

WHEREAS, a properly noticed public hearing in accordance with Proposition 218 and
all other statutory requirements was held on August 21, 2013 on the necessity to increase water
rates and meter service charges for fiscal years 2013/14 and 2014/15; and

WHEREAS, such hearing was duly convened at the Council Chambers of the City of
Encinitas and at said hearing all interested persons were given an opportunity to be heard and
present written protests against said increases; and

WHEREAS, the Board of Directors found and determined that at the close of the public
comment portion of the public hearing insufficient protests were filed pursuant to Proposition
218 to invalidate said increases; and

WHEREAS, the Board of Directors approved a revenue increase from water rates and
meter service charges of “up to” 8.5%, effective July 1, 2014; and

WHEREAS, after further analysis of updated financial information, a 4.5% revenue
increase from water rates and meter service charges, effective July 1, 2014, is required to meet
the financial obligations of the District; and

WHEREAS, the Board of Directors finds that it is in the interest of the District to
increase its water rates and meter service charges;

NOW, THEREFORE, IT IS HEREBY RESOLVED, DETERMINED AND
ORDERED by the Board of Directors of San Dieguito Water District as follows:

1. That the water rates and meter service charges for fiscal year 2014/15 shall be and
they are fixed as set forth in “Exhibit 1” which is attached hereto, effective with
all billings sent on or after July 1, 2014.

2. That drought rates effective July 1, 2014 shall be implemented when mandatory
water reductions are adopted by the District at rates fixed as set forth in “Exhibit
2” which is attached hereto. When mandatory reductions fall between the 10%
increment levels, drought rates shall be pro-rated between the two levels the
reduction falls between.

5. That the water rates and meter service charges established by this resolution do
not exceed the projected amounts required to provide the services for which the
rates and charges are levied.

4. That the foregoing changes of water rates and meter service charges of the
District are for the purpose of meeting operating expenses of the District,
purchasing and leasing supplies, equipment and materials, meeting financial
reserves needs and requirements, and to obtain funds for capital projects
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necessary to maintain service within existing service areas, constitute a revision in
the existing rates of the District, and, therefore, the foregoing changes and
establishment of such rates and charges are exempt from the provisions of the
California Environmental Quality Act.

PASSED AND ADOPTED at a meeting of the Board of Directors of San Dieguito
Water District held on May 21, 2014, by the following vote:

AYES:
NOES:
ABSENT:
ABSTAIN:

Mark Muir, President

ATTEST:

Gus Vina, Secretary

05/21/2014 Item #S10B Page 5



9 abed

901 S# waj|

a8.eyo sseo ajqejod Suipuodsaliod Jo %G8 1B paxapul salel AJIpowwod Ja1eAA PAPAIRY 4.

')kl [BIDJaWWOY) JO 21N} NdLISY Y3} 0} SHIaARI YoIym Al J31] Jo uondaoxa ay

Yam saiel Y4|A pue y4s aanoadsal swes ayy Aed sasn [epsawwod Jo aunynolSe SuiAjijenb yum siawoisnd Y4 pue Y4s .

v6'E S LL°€ S e adesspueq
7253 S 00°€ S e JUSWIUIBA0D)
V1€ S 00'€ S 1e(4 |epJaWwWo)
v10z/T/L €102/1/6 (4a11) sse|D
anayg sajey JuaiIn) yoo|g a1ey Jawolsn)
(suojjes g1 /) 4218 Jo (1DH) 1934 31qNn) paipuny Jad
« % S981eYD Allpowwo) |ennuapisay-uoN pajoRday pasodo.d
oy S (4% S 1e4 Suidesspueq
Yoy S 'y S 1e4 uoJ3PNIISU0)
69°€ S €S°€ S 1e4 a11qnd
69°€ S €S°€ S e JUSWIUISA0D)
69°€ S €9°€ S 1e(4 |epJawwWo)
LTE S €T'€ S 1e(4 aunynousy
69°'¢ S €9°€ S +/1 « [B12I2WIWOD -M- YAl
LTE S €T°€ S +T x 24N NOMSY -M- Y4 NI
£8'S S 29'S S +41
0% S 147A% S 91
€6'€ S 9L'€ S T (Suijjemp 18d 3jo0|g)
€9C S [ S 8 (44IA) |erauapisay Ajlwed-nyniAl
69°€ S €S°€ S +Iv « [EDIBWIWOD -M- YdS
LCE S €T'E S +Tt % 94N N2LIBY -M- Y4S
£8°S S 29'S S +1t
o'y S 147A% S or
€6'E S 9/°¢ S 074
€9C S ST S [4? (44s) jenuapisay Ajjwe4-ajsuis
¥10Z/1/L €102/1/6 (4a11) sse|)
anayg sajey JuaLIn) yoo|g arey Jawolsn)

(suojjes gy £) 1918 JO (1DH) 1894 21qNn) paJpuny J4ad

sa8Jeyd Aljpowwio) [e11USPISIY-UON puk [elluapisay s[qelod pasodold

v1L02/12/S0

Tv'6C8 S 69°€6L S u8
Y1'61S S 8196V S w9
£5°09C S SE6T S ub
ST°4ST S 8€0ST S wE
SLv8 S oT'T8 S uC
CLES S r'1s S WST
98°/C S 99'9C S ul
S'LT S LL°9T S Wb/€
S'LT S 1191 S .8/5

v102/1/L €102/1/6 azis

ETVIRETTE | sa)ey Ny 1913\l

KON
981ey) 921A49S 4213 491\ PIPAOSY pasodoad

19°L6L S LT°€9L S u8
1€9/€ S 9T°09¢ S w9
0T'CeT S 19921 S ub
LT'%9 S Tv'19 S wE
(4474 S 99°€C S uC
VLET S ST'ET S WST
JASA S S0'L S ul

v102/1/L €10¢/1/6 azis

annoayg sajey juauin) 1919\l

“KUIuoIAFIg
981ey) 921498 4918 2.1 3|qEI0d pasodoad

78'859'T S 6€°/8ST S u8
LT'8E0'T S 95°€66 S w9
Y1°12s S 0/°86Y S ot
0EvTE S £4°00€ S wE
05691 S 07791 S uC
S'L0T S 78701 S uS'T
€/°SS S €E'ES S ul
S0'SE S 7S€E S «/€ 8 .8/

v102/1/L €10¢/1/6 azis

ETIRET | sajey uaun)y 1913IA

A[(AuoA-Ig
a8iey) 201nJaS 1213\ J91B M 3|qEI04 pasodoid

(rT10C ‘T AInr 10} pasodoud) sadaey) 921nI3S 1919\ pUE S91BY J31BAA JO 3INPAYIS - 101SIJ 1918\ oundalqg ues



L abed d0lLS# waj| ¥102/1L2/S0

981eyo sseo a|qejod Sujpuodsaliod Jo %G8 1t pa||id 1el4 191\ papAday
8/ $ €99 S s8'S S SE'S S S6'f $ 9y $ 1el4 Suidesspueq
v/ S €99 S S8'S S GE'S S S6'v S 9y S 1eld uolnJIsuo)
85§ $ v6'y $ 67 $ 9T'Y $ 06°€ S 69°€ S 1el4 olqnd
85'S S v6't S 6V S 9T't S 06°€ S 69'€ S 1eld juawulanon
85§ S v6' $ 6v'v $ 9T'¥ S 06°€ S 69°€ S 1el4 |erJawwio)
LY $ STy $ 16°€ $ ¥9'€ $ vre $ LT€ S 1el4 ainynousy
85°S S v6' S 671 S 9T'f S 06°€ S 69°€ S +LT » [ePIBWWOD -M- HIA
vy S STy S 16°€ S ¥9'€ S ve S LTE S +L1 » 9INYNOLISY -M- YJIN
8LTT S €9'6 $ 108 S ¥0'L S €t'9 $ 18°S S +T
1€6 $ 9L $ 8¢9 $ LSS $ 80°S $ 9y $ 9T
88/ S St'9 S or's S TLY S TV S €6'¢ S (4 (8uljjomp Jad >o0|g)
6C°S $ €€y $ €9'¢ $ LTE $ 83¢C $ €9¢C S 8 (44N) |enuapisay Ajlwed-1ynAl
85°G S v6' S 67 S 9T'Y S 06°€ S 69°€ S +T¥ » [EIDI3WWO) -M- YIS
vy S STy S 16°€ S ¥9'€ S ve S LTE S +Tt % 9INYNOLIBY -M- ¥4S
8LTT S €96 $ 108 S ¥0'L S €t'9 S 18°S S +Th
1€6 $ 9L $ 8¢9 $ LSS $ 80§ $ 9y $ or
83/ $ St'9 $ or's $ LY $ T€Y $ €6'€ $ (174
67'S S €€y S €9'¢ S LTS S 88°'C $ €9¢C S 4} (44s) [enuspisay Ajlwey-sjsuis
uononpay uolpnpay uononpay uolpnpay uoldnpay 1y3no.q (1011) sse|D
%05 %0t %0€ %0¢ %0T uoN yo|g srey Jawoisn)

(suojjen g2) 493eM JO (4DH) 1884 21gND paJpuny Jad
saley 1y3noaq 10z ‘T A|nr pasodo.d

(rT0TZ ‘T AInf J0j pasodoad) saiey y8noaqg Jo ANPIAYIS - LIISIQ 191\ 01IN33IQ ues



g abed d01S# waj| ¥102/1L2/S0

(yuow uad g9-z$ Ajpuauund) ysnoayi-ssed (Dy|) 984ey) $s900y aunjonaiselyul yOANAS 2pPNdY| S||Iq dMAS 810N

&
S
> & & oa.ﬁn.,. &2 0 & O «ad_.o. N A
& > P & 5 2 & 2 o o &
OOJ.O_”....._/ D% n.ufﬂ. ;weu.o );-...QG/ .&;@.o ..u_r,v;mw ._fﬁ.wnv. % Q_f.o. _O.hn_./_v .ﬁ .G_JJV I_m‘uu..@ _EJN’ hu.n:ﬂ & .nw_ﬂq Q_v.v.n_/ I___qu.u*
¥ & & K SN F Y 2 &Y ¢ &
L 1 1 1 1 1 1 | | | | 1 1 1 1 1 | | 1 Iﬁ
- 00018
- 00028
- 00083
- 00°0¥3
E=:3
=
$ 5 L 0
o |2 o 2| || [ oooss
e = 2 m o oo L
o @ B B B 2 2B |8 [ 8 Z] | o009
e 2= o i w a % o M L L
S I = - 0008
& e =y
s B 2 B = srgrs=sbeisny L 00°0g$
2 il
o - 00°06$
&
o - 00008
- 000LLS

(uondwnsuod Jo sHuUN €T pue Ja1aw Jalem , v e uodn paseq s||1q A|YIuo\)

s910uady 3uloqysiaN Yyim uosiiedwo) ||1g 191eM

4 INJNHOVLLY



SAN DIEGUITO
WATER
DISTRICT

Water Rate Study

DRAFT Report / December 8, 2015




445 S Figueroa Street Phone 213 262 9300 www.raftelis.com
Suite 2270 Fax 213 262 9303
Los Angeles, CA 90071

RAFTELIS

FINANCIAL CONSULTANTS, INC

December 8, 2015

Mr. Jeff Umbrasas
Administrative Services Manager
San Dieguito Water District

160 Calle Magdalena

Encinitas, CA 92024

Subject: Water Rate Study Report
Dear Mr. Umbrasas:

Raftelis Financial Consultants, Inc. (RFC) is pleased to present this water rate study (Study) to the
District. The Study involved a comprehensive review of the District’s Financial Plan and allocated
costs to customer classes and tiers using Cost of Service principles. We are confident the rates
presented meet Proposition 218 requirements and are fair and equitable.

The report includes a brief Executive Summary followed by a detailed discussion regarding study
assumptions and an in-depth rate derivation.

It was a pleasure working with you and we wish to express our thanks for your and other staff
member support during the study. If you have any questions, please call me at (626) 583-1894

Sincerely,
RAFTELIS FINANCIAL CONSULTANTS, INC.

( p ) ~
. L 75’:(/\ j— J

¥
7

Sudhir D. Pardiwala, PE Steve Gagnon, PE
Executive Vice President Senior Consultant
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1 EXECUTIVE SUMMARY

1.1 BACKGROUND

The San Dieguito Water District (District) staff aims to conduct a Water Rate Study every two years
to ensure that water rates and charges are sufficient to meet water enterprise revenue requirements.
The last study (which the Board approved) recommended revenue increases of 8.5% on September
1,2013 and up-to 8.5% on July 1, 2014. The July 1, 2014 (second-year) revenue increase was later
implemented at only 4.5% due to better than anticipated financial conditions for the District at the
time of analysis.

In the spring of 2015, the San Dieguito Water District engaged Raftelis Financial Consultants (RFC)
to conduct a Water Rate Study (Study) including a five-year Financial Plan. This report presents the
Financial Plan and the resulting rates for implementation in February of 2016.

This Executive Summary summarizes the water rates and contains a description of the rate study
process, methodology, results and recommendations. The District wishes to establish fair and
equitable rates that:

1. Meet fiscal needs in terms of operational expenses, reserve goals and capital
investment to maintain the system;

2. Are fair and equitable and therefore proportionately allocate the costs of providing

service in accordance with California Constitution Article XIII D, Section 6 (commonly

referred to as Proposition 218),

Result in stable charges over time for customers; and

4. Promote water conservation.

w

1.2 PROCESS

The rate study started with two subcommittee meetings; 1) the first presented rate setting basics
and a background on the financial condition of the District, 2) the second put forth four revenue
adjustment options to subcommittee members. The subcommittee suggested providing three
revenue adjustment options to the full Board. On November 18, 2015 District staff and RFC
presented three Financial Plan (and corresponding rates) options to the District Board. The Board of
Directors selected the third Financial Plan which consists of 6.5% revenue increases each in fiscal
years (FY) 2016 and 2017. The FY 2016 increase would be effective In February of 2016 and the FY
2017 increase in January of 2017.

1.3 METHODOLOGY

The water rates were developed using cost of service principles set forth by the American Water
Works Association M1 Manual titled Principles of Water Rates, Fees and Charges (AWWA M1 Manual).
Cost of service principles endeavor to distribute costs to customer classes in accordance with the way
each class uses the water system. This methodology is described in detail in Sections 4 and 5. For
this Study, the Base-Extra Capacity Method of the AWWA M1 Manual was used to distribute costs to
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customer classes and tiers. This method separates costs into four main! cost causation components:
(1) base costs, (2) extra capacity costs, (3) customer costs, and (4) direct fire protection costs. Base
costs are costs associated with meeting average daily demand needs and include operations and
maintenance costs and capital costs designed to meet average load conditions. Extra capacity costs
are costs (both operating and capital costs) associated with meeting peak demand. Customer costs
are costs associated with serving customers, such as meter reading, billing and customer service, etc.
Direct fire protection costs are related solely to the fire protection function of a water system, such
as fire hydrants, fire connections and related mains and valves.

1.4 RESULTS AND RECOMMENDATIONS

Table 1-1 shows the estimated revenue adjustments that are part of the selected Financial Plan. Note
that the revenue adjustments are for the District’s rates only and do not include the San Diego County
Water Authority (SDCWA) Infrastructure Access Charge (IAC) pass-through. The IAC is set by the
SDCWA at the start of every calendar year.

Table 1-1: Proposed Revenue Adjustments

FY 2016 FY 2017

Revenue Adjustment 6.5% 6.5%

Factors Affecting Revenue Adjustments

The following items affect the District’s revenue requirement (i.e. costs) and thus the need for
revenue adjustments. The District’s expenses include Operation and Maintenance (0&M) expenses
and capital expenses.

» Wholesale Water Purchase Costs: The District water purchase costs continue to rise. The
District’s combined wholesale fixed costs from the San Diego County Water Authority
increased by 18% from FY 2015 to FY 2016. Even though the District is purchasing less water
during the current drought, volumetric wholesale rates increased and the higher purchased
water costs are spread over fewer units of water sold.

» Unfunded Pension Liabilities: The District must pay down Unfunded Accrued Liabilities
(UAL) due to new valuations from the California Public Employees’ Retirement System
(CalPERS). The District’s current valuation of UAL is approximately $4.6 Million. The
financial plan that is part of this study assumes the CalPERS recommended payment schedule
over 30 years.

» O&M expenses: Overall, the District’'s 0&M expenses (excluding water costs) are expected
to increase approximately 17% from FY 2015 to FY 2016. The District is purposely depleting
reserves from FY 2015 to FY 2016 to minimize customer rate impacts - this is further
discussed in Section 3.7.

1 There can be other cost components such as conservation and supply, however the four mentioned here are
the standard cost components used in rate studies.
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» Water System Capital Investment: The District will invest approximately $15.5 million over
the next five years in water treatment infrastructure. The average District capital investment
over the next three years is approximately $3.1 million per year.

» Reduced Water Sales: State and local public outreach efforts to conserve water are affecting
District water use and revenues. The District has seen an 4% decrease in water use from FY
2014 to FY 2015 and is setting rates assuming a further 7% decrease for FY 2016 reflecting
“new normal” water sales. This combined 11% decrease in water sales increases water rates
since the District’s (mostly fixed) costs are spread over fewer units of water sold.

Proposed Water Rates

The District’s potable water service fees are comprised of two components: (1) a fixed charge called
a Meter Service Charge and (2) a Commodity Charge. The District also passes through the IAC from
the SDCWA which is a fixed charge assessed to the District.

Fixed Charge

The fixed charge, which the District calls a Meter Service Charge, is based on the meter size serving a
property, and is calculated to recover a portion of the District’s fixed costs, such as the costs of billing
and collecting, customer service, meter reading, meter maintenance, and a portion of extra-capacity
related costs. A customer’s total fixed charge also includes the SDCWA IAC.

Table 1-2 shows the existing bi-monthly (column 2) and proposed Meter Service Charge (column 3)
along with the SDCWA IAC (column 4) by meter size. The District is proposing to set rates for the
next two years and Table 1-3 shows the Bi-monthly Meter Service Charge for the next two years.
Note that the charges in Table 1-3 do not include the SDCWA IAC pass-through. This fixed charge is
derived in Section 6.2. The District may also implement monthly billing in the future - at which time
the fixed charges shown below would be halved.

Table 1-2: Current and Proposed Bi-Monthly Meter Service Charge

Existing Bi- February 2016 Proposed
Monthly Meter Proposed Meter Total Fixed
Meter Size  Service Charge Service Charge = SDCWA IAC Charge
(1) (2) (E)) (4) )

5/8" $35.05 $37.39 $5.52 $42.91
3/4" $35.05 $37.39 $5.52 $42.91
1" $55.73 $55.05 $8.83 $63.88
1.5" $107.45 $98.82 $16.56 $115.38
2" $169.50 $151.55 $28.70 $180.25
3" $314.30 $274.67 $52.99 $327.66
4" $521.14 $450.52 $90.52 $541.04
6" $1,038.27 $889.76 $165.60 $1,055.36
8" $1,658.82 $1,417.05 $287.04 $1,704.09
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Table 1-3: Two Year Bi-Monthly Meter Service Charges

Meter Size February 2016 January 2017
(1) (2) (3)

5/8" $37.39 $39.82
3/4" $37.39 $39.82
1" $55.05 $58.63
1.5" $98.82 $105.24
2" $151.55 $161.40
3" $274.67 $292.52
4" $450.52 $479.81
6" $889.76 $947.59
8" $1,417.05 $1,509.16

Commodity Rate

Table 1-4 shows the current and proposed two year commodity rates by customer class respectively.
The rates are designed to recover the costs associated with serving each class and tier as discussed
in Sections 5 and 6. Note the Agriculture and Commercial classes have been combined resulting in
one rate for both classes. Similarly, the Public and Governmental classes have been combined
resulting in one rate for both classes. The basis for combining these classes is that they have similar
peaking factors - meaning that the classes use water (during peak times of use) in a similar fashion
and thus can be combined - since the basis for grouping customers together into classes is their
peaking (extra capacity ) demands on the water system. The District will likely implement monthly
billing in the near future; at which time the commodity rates shown below would remain unchanged,
however the tier breakpoints would be halved.
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Table 1-4: Current and Proposed Bi-Monthly Commodity Rates ($/HCF)

Tier Existing February January

. Customer Class Breakpoint Rate 2016 2017
1  Single Family Residence Tier 1 12 $2.63 S2.64 $2.81
2 Tier 2 20 $3.93 $4.19 $4.46
3 Tier 3 40 S4.64 $5.18 $5.52
4 Tier 4 41+ $5.87 $5.89 $6.28
5  SFR-w-Agriculture Tier 4 41+ $3.27 $5.18 $5.51
6  SFR-w-Commercial Tier 4 41+ $3.69 $5.18 $5.51
7  Multi-family Residential Tier 1 8 $2.63 $2.64 $2.81
8 (per dwelling unit) Tier 2 12 $3.93 $4.19 $4.46
9 Tier 3 16 S4.64 $5.18 $5.52
10 Tier 4 17+ $5.87 $5.89 $6.28
11  MFR-w-Agriculture Tier 4 17+ $3.27 $5.18 $5.51
12 MFR-w-Commercial Tier 4 17+ $3.69 $5.18 $5.51
13
14  Agriculture Uniform Rate $3.27 $4.48 $4.78
15 Commercial Uniform Rate $3.69 $4.48 $4.78
16 Public Uniform Rate $3.69 $4.91 $5.23
17 Government Uniform Rate $3.69 $4.91 $5.23
18 Landscaping Uniform Rate $4.64 $5.17 $5.51
19 Construction Uniform Rate $4.64 $5.26 $5.61

Together, the two components of the District’s proposed water service fees are structured to recover
the costs of providing water service to each customer class, encourage water use efficiency, and
manage the District’s water resources.

Fire Line / Meter Service Charge
Table 1-5 shows the existing and proposed Fire Line / Meter Service charges for private fire
protection for the next two years. These charges are derived in Section 6.3.

Table 1-5: Fire Line / Meter Service Charges
Meter Size  Existing February 2016 January 2017

(1) (2) € (4)

3/4" §7.37 $7.95 $8.47
1" §7.37 $7.95 $8.47
1.5" $13.74 $8.97 $9.55
2" $24.72 $15.63 $16.65
3" $64.17 $39.55 $42.12
4" $132.20 $80.79 $86.04
6" $376.37 $228.82 $243.69
8" §797.51 $484.14 $515.61
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Drought Rates

As aresult of state mandated water use cutbacks, the District is facing lower water sales and therefore
lower water revenue. To cover its fixed costs, the District has implemented Drought Rates and may
adjust the Drought Rates depending on the severity of the drought and associated revenue loss.

The District is subject to penalties from the SDCWA should it exceed its water allocation. The District
is also subject to penalties form the State Water Resources Control Board if it does not reach its
mandated water use reduction of 28%. Drought Rates help maximize the probability that the District
will escape penalties by encouraging reduced consumption. Currently the District is below its
SDCWA allocation. However, depending on the severity of the drought, the District will need to
maintain (or adjust) its Drought Rates to recoup lost revenues as District customers curtail their
water consumption.

Revenue Collection during a Drought

During a drought, the District’s revenue requirement (costs) decreases along with revenue. However
the District’s revenue decreases more than its costs do. The majority of the District’s costs are fixed
(salaries, benefits, debt service, etc.) and therefore drought rates are required to recover lost revenue
to cover its fixed costs. The District’s drought revenue requirement is lower than its non-drought
revenue requirement because as the District serves less water it also purchases and treats less water,
thereby saving the associated costs.

Customer Bills during a Drought

Provided that customer’s cutback their water use in line with the current drought cutback goal
(currently set at 14%), their drought water bill should be lower than their non-drought bill.
Conversely, those that do not cutback consumption will face higher charges.

Table 1-6 shows the Drought Rates, based on FY 2016 proposed non-drought rates, for each drought
cutback stage along with the rates for the current 14% cutback in use.
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Table 1-6: Drought Rates for each Drought Reduction Stage

Proposed
Line No Customer Class Non-
Drought 14% 50%
Rate Up to 10% Reduction Upto20% Upto30% Uptod40% or Greater
(1) (E)) (4) (5) (6) (7) (8) (9)
1
2 SF Residential Tier 1 $2.64 $2.92 $3.05 $3.25 $3.74 $4.32 $5.07
3 Tier 2 $4.19 $4.62 $4.83 $5.15 $5.93 $6.84 $8.03
4 Tier 3 $5.18 $5.72 $5.98 $6.37 $7.33 $8.46 $9.93
5 Tier 4 $5.89 $6.50 $6.80 $7.25 $8.34 $9.63 $11.30
6 Single Family - Agriculture Tier 4 $5.18 $5.72 $5.98 $6.37 $7.33 $8.46 $9.93
7 Single Family - Commercial Tier 4 $5.18 $5.72 $5.98 $6.37 $7.33 $8.46 $9.93
8 Multi-family Tier 1 $2.64 $2.92 $3.05 $3.25 $3.74 $4.32 $5.07
9 Tier 2 $4.19 $4.62 $4.83 $5.15 $5.93 $6.84 $8.03
10 Tier3 $5.18 $5.72 $5.98 $6.37 $7.33 $8.46 $9.93
11 Tier4 $5.89 $6.50 $6.80 $7.25 $8.34 $9.63 $11.30
12 Multi-family - Agriculture Tier 4 $5.18 $5.715 $5.98 $6.37 $7.33 $8.46 $9.93
13 Multi-family - Commercial Tier 4 $5.18 $5.715 $5.98 $6.37 $7.33 $8.46 $9.93
14 Agriculture Uniform $4.48 $4.95 $5.17 $5.51 $6.34 $7.33 $8.60
15 Commercial Uniform $4.48 $4.95 $5.17 $5.51 $6.34 $7.33 $8.60
16 Public Uniform $4.91 $5.42 $5.66 $6.04 $6.94 $8.02 $9.41
17 Government Uniform $4.91 $5.42 $5.66 $6.04 $6.94 $8.02 $9.41
18 Landscaping Uniform $5.17 $5.70 $5.97 $6.36 $7.32 $8.45 $9.91
19 Construction Uniform $5.26 $5.81 $6.08 $6.47 $7.45 $8.60 $10.09
Drought Rate Adoption

The Board would adopt the drought rates separately from any other type of rate increase. Table 1-7
shows the percentage maximum rate increase per droughtlevel. For the duration of the rate proposal
period (2 years), the Board would have the ability to adopt Drought Rates by increasing the then
current commodity rate without having to re-issue the Proposition 218 notice.

Table 1-7: Drought Rates - Percentage Surcharge on Commodity Rates

14% 50%

Up to 10% Reduction Up to 20% Upto30% Uptod0% or Greater
(1) (2) (3) (4) (5) (6)

10.3% 15.4% 23.0% 41.5% 63.4% 91.7%
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2 WATER SYSTEM

This section briefly describes the water system and the District provided customer account and water
use data for FY 2013 - FY 2015.

2.1 WATER SOURCES AND SYSTEM FACILITIES

The San Dieguito Water District provides potable (drinking) and recycled water to over 37,000
citizens through 11,670 connections in the communities of Leucadia, Old Encinitas, Cardiff and
portions of New Encinitas. The remainder of the City is served by the Olivenhain Municipal Water
District. The San Dieguito Water District is a subsidiary district of the City of Encinitas. The City
Council also serves as the Board of Directors of the District.

For potable water, the District receives local runoff water from Lake Hodges and imported raw
water from the San Diego County Water Authority. Both sources are treated at the R.E. Badger
Filtration Plant located in Rancho Santa Fe. The plant is jointly owned with the Santa Fe Irrigation
District. Treated water from the San Diego County Water Authority can also be delivered directly to
the District.

The amount of water available from Lake Hodges varies from year to year; in fiscal year 2016 (FY16),
the District projects to use 2,400 acre feet (AF) of local water from Lake Hodges and approximately
3,500 AF of imported water from SDCWA. The District also sells recycled water received from the
San Elijo Joint Powers Authority (SEJPA). The District’s current conservation objectives are driven by
limited water resources, regional drought conditions, rapidly increasing costs of imported water and
the volatility of local water supply.

The District operates and maintains 175 miles of pipelines, the 7.5 million gallon (MG) Encinitas
Ranch reservoir, the 2.5 MG Balour Reservoir, 19 pressure reducing stations, 1 pump station, and
11,670 water meters. In addition, the District also jointly owns the 40 MGD Badger Filtration Plant,
a 13 MG clear well, a hydroelectric plant, the San Dieguito Pump Station, the 850 AF San Dieguito
Reservoir and 14 miles of transmission mains.

On January 17, 2014, Governor Jerry Brown issued a drought state of emergency declaration in
response to record-low water levels in California’s rivers and reservoirs as well as an abnormally low
snowpack. On April 1, 2015, Governor Brown issued an Executive Order calling for statewide
mandatory water reductions of up to 25%. The drought has impacted the cost of imported water the
District purchases from the SDCWA and the availability of local water supplies. Additionally, on May
5, 2015, the State Water Resources Control Board approved regulations, based on Governor Brown'’s
Executive Order, mandating the District to reduce its water consumption by 28%.
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2.2 NUMBER OF ACCOUNTS

Table 2-1 shows the estimated number of water accounts, including Fire Line, by meter size for FY
2016. The District provided the meter count data. The number of accounts are used to forecast the
amount of fixed revenue the District will receive from Meter Service Charges. Note that the
Agriculture and Commercial customers are combined into one class and so are the Public and
Government classes. The District has decided to combine the Agricultural and Commercial classes
into one Commercial class and the Public and Government classes into one Institutional class based
on their similar peaking factors - meaning these classes use water in a similar manner and therefore
have similar responsibility for peaking costs.

Table 2-1: Estimated Accounts by Meter Size (Projected - FY 2016)

Single Family Multi-Family

Residence Residence  Agriculture / Public / Land-
Meter Size (SFR) (MFR) Commercial Government scaping

5/8" 3,003 652 173 14 8 3,850

3/4" 4,866 479 88 4 35 5,473
1" 944 341 110 28 38 1,461

1.5" 113 144 108 22 54 441
2" 39 134 132 48 87 440
3" - - 2 - - 2
4" - - 1 1 - 2
6" - - - i, _ _
8" - 1 - - - 1

Total 8,965 1,751 614 117 222 11,670

2.3 ACCOUNT AND WATER USE GROWTH ASSUMPTIONS

The revenue calculated for each of the fiscal years in the Financial Plan is a function of the number of
accounts, account growth, water use trends, and existing rates. The account growth assumed as part
of this study is shown in Table 2-2. Table 2-2 also shows the assumed water sales/use in line 4. Like
most water purveyors, the District has realized reduced water use due to conservation - more than
what is shown in Table 2-2. However the District is setting rates using “new normal” long term water
use and implementing drought rates to cover the shortfall in revenue. Table 2-2 shows that this study
assumes a FY 2016 decline in water use of 7.7% compared to FY 2015. The last line in Table 2-2
shows the net effect of account growth (which increases District-wide water use) and decreased
water use (line 2) which result in the water sales in line 4.

Table 2-2: Account Growth and Water Use Assumptions

Line

No FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020
1 Account Growth 0.5% 0.5% 0.5% 0.5% 0.5%
2  Water Use Growth/Decline -7.7% 0.0% 0.0% 0.0% 0.0%
3 Net Water Demand Factor 92.7% 100.5% 100.5% 100.5% 100.5%
4 Potable Water Sales (Acre Feet) 6,124 5,678 5,707 5,735 5,764 5,793
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2.4 WATER USE

Figure 2-1 shows FY 2014 water use by customer class. The first number shown in the pie chart is
the water use in acre feet (AF) followed by the percentage of total water used by that class. The total
water use for FY 2014 is approximately 7,360 AF including recycled water.

Figure 2-1: Water Use by Customer Class (AF) - FY 2014
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3 FINANCIAL PLAN

This section describes the assumptions used in projecting operating and capital expenses as well as
calculating debt service coverage requirements that determine the overall revenue adjustments
required to ensure the financial stability of the District. Revenue adjustments represent the average
rate increase for District customers as a whole; rate increases for individual classes will depend on
the cost of service results - since a cost of service analysis allocates costs to each user class.

3.1 WATER SALES, PURCHASES AND INFLATIONARY ASSUMPTIONS

To ensure that future costs are reasonably projected, we make informed assumptions about water
sales, purchases and inflationary factors. Table 3-1 shows the water sales, purchases and inflationary
assumptions incorporated in the 5-year Financial Plan. Note the decreased water sales in FY 2016
reflecting the drought. The District s setting rates based on the level of sales shown and also enacting
Drought Rates since true water sales for FY 2016 will be lower than those shown in Table 3-1. The
inflationary factors shown in Table 3-1 reflect long term inflation, long term changes in energy prices
and changes in the salary and benefit packages for District employees. The salary and benefit
inflationary factors were provided by the District and reflect employee benefit obligations.

Table 3-1: Water Purchase and Inflationary Assumptions

FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020

Potable Water Sales (Acre Feet) 6,124 5,678 5,707 5,735 5,764 5,793
Water Purchases
Imported Treated 301 260 260 260 260 260
Imported Raw 5,425 3,208 3,238 3,667 3,697 3,727
Local Water 603 2,400 2,400 2,000 2,000 2,000
Total Water Sourced 6,329 5,868 5,898 5,927 5,957 5,987
Escalatory Assumptions
General NA Budgeted 0% 3% 3% 3%
Salary NA Budgeted 1% 2% 2% 3%
Benefits NA Budgeted 1% 1% 1% 1%
Benefits - Medical NA Budgeted 1% 1% 1% 1%
Benefits - CalPers NA Budgeted 0% 0% 0% 0%
Benefits- OPEB NA Budgeted 5% 5% 5% 5%
Utilities NA Budgeted 4% 4% 4% 4%
Internal Cost Allocation NA Budgeted 2% 2% 2% 2%
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3.2 FINANCIAL PLAN

The assumptions shown in Table 3-1 were incorporated into the 5-yr Financial Plan. To develop the
Financial Plan, RFC projected annual expenses and revenues, modeled reserve balances and transfers
between funds, capital expenditures and calculated debt service coverage ratios to estimate the
amount of additional rate revenue needed per year. This section of the report provides a discussion
of O&M expenses, the Capital Improvement Plan (CIP), reserve funding, projected revenue under
existing rates and the revenue adjustments needed to ensure the fiscal sustainability and solvency of
the District.

3.3 WATER SYSTEM EXPENSES

The District’s expenses include O&M expenses, capital expenses and debt service payments. Sections
3.4 through 3.6 discuss the details of each of these expenses.

3.4 O&M EXPENSES

The District’'s 0&M budget is shown by fiscal year in Table 3-2. Fiscal Year 2016 is the year with
which rates were calculated (this is known as the test year) and fiscal year 2015 is shown for
comparison. The O&M budget incorporates the inflationary factors discussed in Section 3.1. FY 2015
water purchase costs for imported untreated water are notably higher because the District imported
more water that year compared to the amount estimated to be imported in FY 2016 (shown in Table
3-1).

Table 3-2: Projected O&M Expenses

Expense FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020

(1) (2) (3) (4) (5) (6) (7)

1 Administration 1,198,560 1,661,055 1,658,030 1,729,181 1,804,088 1,881,815
2 Customer Service 736,296 805,024 810,309 827,340 844,782 864,818
3 Water Purchase and Treatment

4 Treatement Costs 1,728,398 1,897,126 1,991,982 2,051,741 2,113,294 2,176,693
5 Imported Treated Water 348,093 300,778 316,237 334,296 351,011 368,561
6 Imported Untreated Water 4,592,996 2,806,665 2,963,506 3,557,615 3,765,683 3,985,823
7 Local Untreated Water 127,143 63,600 63,600 63,600 63,600 63,600
8 MWD Readiness to Serve 144,169 119,544 127,912 122,533 128,659 135,092
10 CWA Emergency Storage Charge 351,317 435,445 529,850 561,461 589,534 619,011
11 MWD Capacity Reservation 57,226 82,275 101,891 100,909 105,955 111,252
12 CWA Customer Service Charge 133,697 165,350 201,005 212,998 223,648 234,830
13 CWA Supply Reliability Charge - 89,136 184,512 195,520 205,296 215,561
14  Subtotal Water Purchases and Treatment 7,483,039 5,959,919 6,480,495 7,200,673 7,546,679 7,910,423
15 Field Operations $1,870,058  $2,052,827  $2,031,841  $2,073,066  $2,115,262  $2,163,990
16  Planning and Engineering $465,989 $477,807 $483,216 $492,155 $501,286 $512,294
17 Total O&M 11,753,942 10,956,632 11,463,891 12,322,414 12,812,098 13,333,340

'The SDCWA Infrastructure Access Charge ($500,000) is not shown since it is a pass-through
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3.5 CAPITAL IMPROVEMENT PLAN

Table 3-3 shows the District’s five-year Capital Improvement Plan summary. The District is funding
capital investment through System Development Charges (Capacity Fees) and rate revenue (also
known as PAY-GO funding).

Table 3-3: Detailed Capital Improvement Plan

Line No. Capital Project FY 2016 FY 2017 FY 2018 FY 2019 FY 2020
(1) (2) (E)) (4) (5) (6)
1 Transmission Line Maintenance $300,000 $300,000  $100,000 SO SO
2 Joint Facilities Master Plan Projects $1,750,000 $1,750,000 $2,000,000 $2,000,000 $2,200,000
3 Joint Facilities Capital Acquisitions $150,000 $250,000 $250,000 $250,000 $250,000
4 Water Infrastructure Improvements $550,000 $675,000 $600,000 S600,000  $600,000
5 Meter Replacement and Automation Program $100,000 $100,000 $100,000 S100,000  $100,000
6 Water Rate Study Update (2-year) S0  $100,000 SO $75,000 S0
7 Potable Reuse Facilities Plan Study $50,000 SO SO SO SO
8 PW Yard Xeriscape $50,000 SO SO SO SO
9 Water Master Plan Update (10-year) SO SO S0 $150,000 S0
10 Total $2,950,000 $3,175,000 $3,050,000 $3,175,000 $3,150,000

3.6 EXISTING AND PROPOSED DEBT SERVICE

Table 3-4 shows the District’s existing debt service payments. The Financial Plan presented in this
section assumes no additional debt.

Table 3-4: Existing and Proposed Debt Service

Debt Issue FY2016  FY2017  FY2018  FY2019  FY 2020
(1) (2) (3) (4) (5) (6)
1 2007 Bonds $626,144  $631,244  $626,619 $627,919  $623,619
2 2014 Bonds $772,400  $770,075  $772,225  $773,775  $771,500

3 Total Debt Service $1,398,544 $1,401,319 51,398,844 $1,401,694 $1,395,119

3.7 PROPOSED FINANCIAL PLAN AND REVENUE ADJUSTMENTS

The proposed revenue adjustments strive to maintain adequate revenue to fund operating expenses,
capital expenditures and compliance with bond covenants. Financial Plan modelling assumes the
revenue adjustment occurs in February of 2016. The proposed revenue adjustments would enable
the District to execute the CIP shown in Table 3-3 and exceed its debt service coverage requirement
of 115% over the ten year study period.

Table 3-5 shows the FY 2016 and 2017 revenue adjustments selected by the Board of Directors
during a November 18, 2015 Board meeting. At this time, the District is setting rates for FY 2016
through FY 2017. The District evaluates rates on a two year basis and will reevaluate rates in FY
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2018 - the revenue adjustments shown beyond FY 2018 are estimates for planning purposes. The
rates presented in Section 6 are based on the proposed revenue adjustments shown in Table 3-5.

Table 3-5: Proposed Rate Adjustments

FY 2016 FY 2017

Revenue Adjustment 6.5% 6.5%

Table 3-6 shows the cash flow detail over the next five years with the revenue adjustments shown in
Table 3-5. Line number 10 shows the additional revenue from the revenue adjustments. Line 31
shows the District meets debt service coverage requirements during the study period.
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Table 3-6: Five-Year Water Operating Cash Flow

Line

No Operating Cash Flow FY 2016 FY 2017 FY 2018 FY 2019 FY 2020

Budgeted Projected Projected Projected Projected
(1) (4) (5) (6) (7) (8)

1 Revenue - Potable (Bi-Monthly)

2 Revenue from SDWD Rates $12,893,754  $12,946,542  $12,999,645 $13,053,013  $13,106,648
3 Revenue from Rates $12,893,754 $12,946,542  $12,999,645 $13,053,013 $13,106,648
4 Additional Revenue Needs:

5 Fiscal Revenue Month

6 Year Adjustment Effective

7 FY 2016 6.5% Feb 5 $349,206 $841,525 $844,977 $848,446 $851,932
1 FY 2017 6.5% Jan 6 $448,112 $899,900 $903,595 $907,308
8 FY 2018 6.5% Jan 6 $479,197 $962,328 $966,283
2 FY 2019 6.0% Jan 6 $473,021 $949,930
9 FY 2020 1.0% Jan 6 $83,911
10  Total Additional Revenue $349,206 $1,289,637 $2,224,074 $3,187,391 $3,759,363
11 Total Rate Revenue $13,242,959 $14,236,180 $15,223,719 $16,240,403  $16,866,011
12

13 Other Revenue

14 Misc Operating Revenue $471,200 $471,200 $473,556 $475,924 $478,303
15 Property Taxes $780,000 $794,000 $797,970 $801,960 $805,970
16 Total Revenue $14,494,159 $15,501,380 $16,495,245 $17,518,287 $18,150,284
17 O&M Expenses

18 Administration (Org 92690) $1,661,055 $1,658,030 $1,729,181 $1,804,088 $1,881,815
19 Customer Service (Org 92691) $805,024 $810,309 $827,340 $844,782 $864,318
20  Water Purchases and Treatment (Org 92692) $5,959,919  $6,480,495  $7,200,673  $7,546,679  $7,910,423
21 Field Operations (Org 92694) $2,052,827 $2,031,841 $2,073,066 $2,115,262 $2,163,990
22 Planning and Engineering (Org 92695) $477,807 $483,216 $492,155 $501,286 $512,294
23 Total O&M Expenses $10,956,632 $11,463,891 $12,322,414 $12,812,098 $13,333,340
24 Debt Service

25 Existing Debt $1,398,544 $1,401,319 $1,398,844 $1,401,694 $1,395,119
26 Total Debt Service Expenses $1,398,544 $1,401,319 $1,398,844 $1,401,694 $1,395,119
27

28 Total Expenses $12,355,176 $12,865,210 $13,721,258 $14,213,792 $14,728,459
29

30 Net Cash Flow $2,138,984 $2,636,170 $2,773,987 $3,304,495 $3,421,825
31 Debt Coverage 253% 288% 298% 336% 345%

Figures 3-1 through 3-5 display the FY 2016 through FY 2020 Financial Plan in graphical format.
Though we show the five year Financial Plan, the District will reevaluate revenue adjustments and
the Financial Plan in FY 2018. At this time, the District is setting rates for FY 2016 through FY 2017.
Figure 3-1 shows the modeled revenue adjustments (blue bars) and also graphs the calculated and
minimum debt coverage requirements as shown by the green and red lines, respectively.
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Figure 3-1: Proposed Revenue Adjustments
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Figure 3-2 graphically illustrates the operating Financial Plan - it compares existing (current) and
proposed revenues with projected expenses. Note that for graphical purposes, Figure 3-2 assumes
revenue increases of 6.5%, 6.0% and 1.0% respectively in Fiscal Years 2018, 2019 and 2020,
however, the District will reevaluate the necessary revenue adjustments in FY 2018. The expenses
include O&M, purchased water, debt service and reserve funding and are shown by the stacked bars;
and total revenues at existing and proposed rates are shown by the horizontal red and green lines,
respectively. Current revenue from existing rates, in red, does not meet future total expenses and
shows the need for revenue adjustments.
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Figure 3-2: Proposed Operating Financial Plan
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Figure 3-3 summarizes the projected CIP and its funding sources - which for this study is solely rate
revenue (also known as PAY-GO) and a small amount of capacity fee revenue (not shown).

Figure 3-3: Projected CIP and Funding Sources
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Figure 3-4 displays the ending balance of all the District’s reserves combined. The red horizontal line
is the total reserve target balance. The target reserve balances are as follows:

1) Operating Reserve: 60 days of 0&M expenses,

2) Two times the average CIP expenditure over the next five years,

3) Fifteen percent of annual water revenues (commodity and meter service
charges).

The selected revenue adjustments create reserve balances that nearly meet the target minimum

reserves throughout the study period (based on revenue and expense assumption described in Table
3-1). The District desires to minimize customer rate impacts by using reserves during FY 2016.

Figure 3-4: Projected Operating Fund Ending Balances
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Appendix A - Five Year Financial Plan shows the cash flow detail and the flow of funds for all the
District’s reserves.
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4 LEGAL FRAMEWORK AND RATE SETTING
METHODOLOGY

4.1 LEGAL FRAMEWORK

This section of the report describes the legal framework that was considered to ensure that the
calculated cost of service rates provide a fair and equitable allocation of costs to customer classes.

California Constitution - Article XIll D, Section 6 (Proposition 218)

Proposition 218, reflected in the California Constitution as Article XIII D, was enacted in 1996 to
ensure that rates and fees are reasonable and proportional to the cost of providing service. The
principal requirements for fairness of the fees, as they relate to public water service are as follows:

1. A property-related charge (such as water rates) imposed by a public agency on a parcel
shall not exceed the costs required to provide the property related service.

2. Revenues derived by the charge shall not be used for any other purpose other than that for
which the charge was imposed.

3. The amount of the charge imposed upon any parcel shall not exceed the proportional cost of
service attributable to the parcel.

4. No charge may be imposed for a service unless that service is actually used or immediately
available to the owner of property.

5. No fee or charge may be imposed for general governmental services including, but not
limited to, police, fire, ambulance or library services, where the service is available to the
public at large in substantially the same manner as it is to property owners.

6. A written notice of the proposed charge shall be mailed to the record owner of each parcel
at least 45 days prior to the public hearing, when the agency considers all written protests
against the charge.

As stated in AWWA’s M1 Manual, “water rates and charges should be recovered from classes of
customers in proportion to the cost of serving those customers.” Proposition 218 requires that water
rates cannot be “arbitrary and capricious,” meaning that the rate-setting methodology must be sound
and that there must be a nexus between costs and the rates charged. RFC followed industry standard
rate setting methodologies set forth by the AWWA M1 Manual to ensure this study meets Proposition
218 requirements and creates rates that do not exceed the proportionate cost of providing water
services.

California Constitution - Article X, Section 2
Article X, Section 2 of the California Constitution (established in 1976) states the following:

- “Itis hereby declared that because of the conditions prevailing in this State the general
welfare requires that the water resources of the State be put to beneficial use to the fullest
extent of which they are capable, and that the waste or unreasonable use or unreasonable
method of use of water be prevented, and that the conservation of such waters is to be
exercised with a view to the reasonable and beneficial use thereof in the interest of the
people and for the public welfare.”
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Article X, Section 2 of the State Constitution institutes the need to preserve the State’s water supplies
and to discourage the wasteful or unreasonable use of water by encouraging conservation. As such,
public agencies are constitutionally mandated to maximize the beneficial use of water, prevent waste,
and encourage conservation.

In addition, Section 106 of the Water Code declares that the highest priority use of water is for
domestic purposes, with irrigation secondary. To meet the objectives of Article X, Section 2, Water
Code Section 375 et seq., a water purveyor may utilize its water rate design to incentivize the efficient
use of water. The District established single-family and multi-family tiered rates to incentivize
customers to conserve water. The tiered rates (as well as rates for the remaining classes) need to be
based on the proportionate costs incurred to provide water to customer classes to achieve
compliance with Proposition 218.

Tiered Rates - “Inclining” block rate structures (which are synonymous with “increasing” block rate
structures and tiered rates) when properly designed and differentiated by customer class, allow a
water utility to send consistent conservation price incentives to customers. Due to heightened
interest in water conservation, tiered rates have gained widespread use, especially in relatively
water-scarce regions, such as Southern California. Tiered rates meet the requirements of Proposition
218 as long as the tiered rates reflect the proportionate cost of providing service.

4.2 COST-BASED RATE-SETTING METHODOLOGY

As stated in the AWWA M1 Manual, “the costs of water rates and charges should be recovered from
classes of customers in proportion to the cost of serving those customers.” To develop utility rates
that comply with Proposition 218 and industry standards while meeting other emerging goals and
objectives of the utility, there are four major steps discussed below.

1) Calculate Revenue Requirement

The rate-making process starts by determining the test year revenue requirement - which for this
study is FY 2016. The revenue requirement should sufficiently fund the utility’s 0&M, debt service,
and capital expenses, and reserve funding.

2) Cost Of Service Analysis (COS)
The annual cost of providing water service is distributed among customer classes commensurate
with their service requirements. A COS analysis involves the following:

1. Functionalizing costs. Examples of functions are supply, treatment, transmission,
distribution, storage, meter servicing and customer billing and collection.

2. Allocating functionalized costs to cost causation components. Cost causation components
include base, maximum day, maximum hour? meter service, customer servicing and
conservation costs.

3. ldentifying the service units for each customer class and determining the unit costs
associated with each cost causation component.

2 Collectively maximum day and maximum hour costs are known as peaking costs or capacity costs.

Water Rate Study Report | 28



4. Distributing the cost causation components using unit costs, to customer classes in
proportion to their demands on the water system. This is described in the M1 Manual
published by AWWA.

A COS analysis considers both the average quantity of water consumed (base costs) and the peak rate
at which it is consumed (peaking or capacity costs as identified by maximum day and maximum hour
demands).3 Peaking costs are costs that are incurred during peak times of consumption. There are
additional costs associated with designing, constructing, and operating and maintaining facilities to
meet peak demands. These peak demand costs need to be allocated to those imposing such costs on
the utility. In other words, not all customer classes share the same responsibility for peaking related
costs.

3) Rate Design and Calculations

Rates do more than simply recover costs. Within the legal framework and industry standards,
properly designed rates should support and optimize a blend of various utility objectives, such as
conservation, affordability for essential needs and revenue stability among other objectives. Rates
may also act as a public information tool in communicating these objectives to customers.

4) Rate Adoption

Rate adoption is the last step of the rate-making process to comply with Proposition 218. RFC
documented the rate study results in this Study Report to help educate the public about the proposed
changes, the rationale and justifications behind the changes and their anticipated financial impacts
in lay terms.

3 System capacity is the system’s ability to supply water to all delivery points at the time when demanded.
Coincident peaking factors are calculated for each customer class at the time of greatest system demand. The
time of greatest demand is known as peak demand. Both the operating costs and capital asset related costs
incurred to accommodate the peak flows are generally allocated to each customer class based upon the class’s
contribution to the peak month, day and hour event.
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5 COST OF SERVICE ANALYSIS

The principles and methodology of a cost of service analysis were described in Section 4.2. A Cost of
Service analysis distributes a utility’s revenue requirements (costs) to each customer class. To do so
we allocate the District’s revenue requirement to the cost causation components. The cost causation
components include:

Base (average) costs*

Peaking costs (maximum day and maximum hour)
Meter service

Billing and customer service

Fire protection

Conservation

General and administrative costs

N wh e

Peaking costs are further divided into maximum day and maximum hour demand. The maximum day
demand is the maximum amount of water used in a single day in a year. The maximum hour demand
is the maximum usage in an hour on the maximum usage day. Different facilities, such as distribution
and storage facilities, and the O&M costs associated with those facilities, are designed to meet the
peaking demands of customers. Therefore, extra capacity” costs include the 0&M and capital costs
associated with meeting peak customer demand. This method is consistent with the AWWA M1
Manual, and is widely used in the water industry to perform cost of service analyses.

5.1 ALLOCATION OF EXPENSES TO COST COMPONENTS

In a Cost of Service analysis we must allocate the District’s expenses to the cost causation components.
To do so we must identify system wide peaking factors which are shown in column 2, Table 5-1. The
system-wide peaking factors are used to derive the cost causation component allocation bases (i.e.,
percentages) shown in columns 3 through 5 of Table 5-1. Expenses are then allocated to the cost
causation components using these allocation bases shown in column 1. To understand the
interpretation of the percentages shown in columns 3 through 5 we must first establish the base use
as the average daily demand during the year.

As an example, let us derive the maximum bi-monthly base (line 2) allocation bases which attributes
81% (1.00/1.24) of the demand (and therefore costs) to base (average daily demand) use and the
remaining 19% to maximum day (peaking) use. Expenses allocated using the maximum day bases
assume 54% (1.00/1.70 - half of fire allocation) of costs are due to base demands with the remaining
proportion, less fire, (100%-54%-10% (fire)) of costs allocated to the maximum day cost component.
Ten percent of costs allocated using the max day bases is allocated to fire protection. Lastly, expenses
allocated using the maximum hour bases attribute 30% of the costs to the base cost component, 20%
to maximum day and 40% to maximum hour and 10% to fire protection using a similar derivation as

4 The base component can be further divided into supply and base/delivery costs components as discussed in
Section 6.3.
5 The terms extra capacity, peaking and capacity costs are used interchangeably.
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for maximum day. Collectively the maximum day and hour cost causation components are known as
peaking costs.

Table 5-1: System-Wide Peaking Factors and Allocation to Cost Causation Components

!Source: File Titled "Water Usage Information" from SDWD
2MDD = Maximum Day Demand

*Fire Service Costs remain as found in the 2012 District Water Rate Model

Tables 5-2 shows the allocation bases, most of which were derived in Table 5-1, that are used to assign
District expenses in Table 5-3 to the cost causation components. Table 5-2 includes six more allocation
bases (compared to Table 5-1) shown in lines 5 through 10. The billing and customer service allocation
bases allocates 14% of costs to conservation since the billing and customer service budget includes
conservation program costsé. The remaining allocation bases are allocated to cost causation
components with the same name.

Table 5-2: Allocation Bases used to Allocate O&M to Cost Causation Components

System Wide System MDD’ /
Cost Component Allocation Peaking System Max Bi- Max Hour /
Bases Factor Max Day Max Hour Month Demand Max Day Ratio
(1) (2) (4) (5) (8) (9)
Base 1.00 100% 100%
Max Bi-monthly / Avg Bi-monthly* 1.24 81% 19% 0% 100%
Max Day 1.70 54% 36% 0% 10% 100% 1.37
Max Hour 3.00 30% 20% 40% 10% 100%

Meter
Fire Service / Con-
Allocation Basis Max Day MaxHour Protection Capacity Customer servation General Total
(1) (3) (4) (5) (6) (7) (8) (9) (10)
Base 100% 0% 0% 100%
Max Bi-mnth / Avg Bi-mnth’ 81% 19% 0% 100%
Max Day 54% 36% 0% 10% 100%
Max Hour 30% 20% 40% 10% 100%
Average of Max Day and Hour 2% 28% 20% 10% 100%
Meter Service 0% 100% 100%
Billing & Customer Service 0% 86% 14% 100%
Conservation 100% 100%
General & Administration 100% 100%
Fire 100%

'Stands for Max Bi-monthly / Average Bi-monthly

Table 5-3 allocates O&M expenses for FY 2016 shown earlier in column 3 of Table 3-2. We allocate
costs to each cost causation component using the bases shown in column 1 of Table 5-2. We multiply
the total expense for each line in column 11(lines 14 through 30), by the respective percentage in the
top portion of the table. For example, the total in column 11 for Administration (line 14), is multiplied
by the percentages for each cost component in line 1 to yield the amounts shown in line 14. For
Administration, 100% of the costs is allocated to the General component as shown in line 14.

The allocation bases are chosen based on the type of cost for each line item and the proportion of those
cost associated with each cost component. For example treatment costs are allocated using the max

6 RFC discussed with District staff the approximate amount of the billing and collection budget that was for
Conservation

1.76
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bi-monthly / average bi-monthly basis since we estimate most of treatment cost (81%) is associated
with meeting base demands with a small portion of max day demands. Field operations costs are
associated with base, max day and max hour demands and therefore allocated according to average of
max day and max hour. In other words, field operations time and expenses is spent on projects that
serve base demand?’ and peak demands (this is the sum of max day and max hour) which would involve
working on the transmission, distribution and storage systems. A similar logic is used for the
remaining expenses in each line items.

We note that the total in line 29, column 11 of Table 5-3 equals the total 0&M in column 3 of Table 3-
2 asintended. The resulting allocation of the District’s 0&M costs to each cost component is shown in
line 30. This resulting allocation is used to allocate the District’s operating revenue requirement
(discussed in Section 5.2) to the cost components.

7 Base demand refers to average daily demand.
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Table 5-3: Allocation of 0&M Expenses to Cost Causation Components

Fire Meter Con-
Line No. O&M Expense Allocation Basis MaxDay MaxHour Protection Service Customer  servation General
(1) (2) (4) (5) (6) (7) (8) (9) (10)

1 Administration (Org 92690) General & Administration 0% 0% 0% 0% 0% 0% 0.0% 100% 100%
2 Customer Service (Org 92691) Billing & Customer Service 0% 0% 0% 0% 0% 86% 14.0% 0% 100%
3 Water Purchases and Treatment (Org 92692)

4 Treatement Costs Max Bi-mnth / Avg Bi-mnth* 81% 19% 0% 0% 0% 0% 0% 0% 100%
5 Imported Treated Water Base 100% 0% 0% 0% 0% 0% 0% 0% 100%
6 Imported Untreated Water Base 100% 0% 0% 0% 0% 0% 0% 0% 100%
7 Local Untreated Water Base 100% 0% 0% 0% 0% 0% 0% 0% 100%
8 MWD Readiness to Serve Base 100% 0% 0% 0% 0% 0% 0% 0% 100%
9 CWA Emergency Storage Charge Meter Service 0% 0% 0% 0% 100% 0% 0% 0% 100%
10 MWD Capacity Reservation Max Day 54% 36% 0% 10% 0% 0% 0% 0% 100%
10 CWA Customer Service Charge Meter Service 0% 0% 0% 0% 100% 0% 0% 0% 100%
11 CWA Supply Reliability Charge Base 100% 0% 0% 0% 0% 0% 0% 0% 100%
12 Field Operations (Org 92694) Average of Max Day and Hour 42% 28% 20% 10% 0% 0% 0% 0% 100%
13 Planning and Engineering (Org 92695) General & Administration 0% 0% 0% 0% 0% 0% 0% 100% 100%

Fire Meter Con-
MaxDay Max Hour Protection Service Customer  servation General

14  Administration (Org 92690) SO S0 S0 SO SO S0 S0 $1,661,055  $1,661,055

15  Customer Service (Org 92691) S0 S0 S0 S0 S0 $692,321  $112,703 S0 $805,024

16  Water Purchases and Treatment (Org 92692)

17 Treatement Costs $1,529,940  $367,186 S0 S0 S0 S0 S0 S0 $1,897,126

18 Imported Treated Water $300,778 S0 S0 S0 SO S0 S0 S0 $300,778

19 Imported Untreated Water $2,806,665 S0 S0 S0 S0 S0 S0 S0 $2,806,665

20 Local Untreated Water $63,600 S0 S0 SO SO S0 S0 SO $63,600

21 MWD Readiness to Serve $119,544 S0 S0 S0 SO S0 S0 S0 $119,544

22 CWA Emergency Storage Charge S0 S0 SO SO $435,445 SO SO S0 $435,445

23 MWD Capacity Reservation $44,283 $29,764 S0 $8,228 SO S0 S0 SO $82,275

24 CWA Customer Service Charge S0 S0 S0 S0  $165,350 S0 S0 S0 $165,350

25 CWA Supply Reliability Charge $89,136 S0 SO S0 S0 SO SO S0 $89,136

27  Field Operations (Org 92694) $860,376  $576,603  $410,565  $205,283 S0 S0 S0 S0 $2,052,827

28  Planning and Engineering (Org 92695) S0 S0 S0 S0 S0 S0 SO  $477,807 $477,807

29  Subtotal $5,814,323  $973,553  $410,565 $213,510 $600,795 $692,321  $112,703 $2,138,862 $10,956,632

30  Allocation to Cost Components 53.1% 8.9% 3.7% 1.9% 5.5% 6.3% 1.0% 19.5% 100.0%

!Stands for Max Bi-monthly / Average Bi-monthly
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We also allocate the District’s assets to the cost causation components as shown in Table 5-4. The
resulting total asset allocation is derived in a similar manner as the O&M allocation. RFC
functionalized (shown in lines 1 through 9 of Table 5-4) the District’s assets and then allocated them
to the cost causation components in the same manner as 0&M expenses were allocated. Part of the
District’s revenue requirement includes rate/reserve funded capital. This capital portion of the
revenue requirement is allocated using the resulting asset allocation shown in line 25 of Table 5-4.
Line 24 reallocates the general cost component to the other cost causation components in proportion
to the percentage of each cost causation component.

Water Rate Study Report | 34



Table 5-4: Allocation of Assets to Cost Causation Components

Allocation Basis Max Day Max Hour Fire Protection Meters Customer Conservation General
(2) (4) (5) (6) (7) (8) (9) (10)
1 Supply Base 100% 0% 0% 0% 0% 0% 0% 0% 100%
2 Transmission Max Bi-mnth / Avg Bi-mnth’ 81% 19% 0% 0% 0% 0% 0% 0% 100%
3 Distribution Max Hour 30% 20% 40% 10% 0% 0% 0% 0% 100%
4 Trans & Dist Max Day 54% 36% 0% 10% 0% 0% 0% 0% 100%
5 Storage (Distribution) Max Hour 30% 20% 40% 10% 0% 0% 0% 0% 100%
6 Meters Meter Service 0% 0% 0% 0% 100% 0% 0% 0% 100%
7 Billing & Collection Billing & Customer Service 0% 0% 0% 0% 0% 86% 14% 0% 100%
8 General & Admin General & Administration 0% 0% 0% 0% 0% 0% 0% 100% 100%
9 Fire Fire 0% 0% 0% 100% 0% 0% 0% 0% 100%
10
11 Base Max Day Max Hour Fire Protection Meters Customer Conservation General Total
12
13 Supply $323,190 S0 S0 S0 S0 S0 S0 S0 $323,190
14 Transmission $1,591,924 $382,062 S0 S0 S0 S0 S0 S0 $1,973,985
15 Distribution $3,536,447 $2,357,631 $4,715,263 $1,178,816 $0 S0 S0 S0 $11,788,157
16 Trans & Dist $12,754,224 $8,572,511 S0 $2,369,637 $0 S0 S0 S0 $23,696,372
17 Storage (Distribution) $0 S0 S0 S0 $0 S0 S0 S0 $0
18 Meters $0 S0 S0 S0 $1,959,011 S0 S0 S0 $1,959,011
19 Billing & Collection S0 S0 S0 S0 S0 S0 S0 S0 S0
20 General & Admin S0 S0 S0 S0 S0 S0 S0 $7,632,945 $7,632,945
21 Fire $0 $0 $0 $95,240 $0 $0 $0 $0 $95,240
22
23 Total Assets $18,205,785 $11,312,204 $4,715,263 $3,643,693 $1,959,011 S0 S0 $7,632,945 $47,468,901
24  Reallocation of General & Admin $21,694,185 $13,479,729 $5,618,752 $4,341,859 $2,334,376 $0 $0 $47,468,901
25  Resulting Allocation (with Gen & Admin Reallocated) 45.7% 28.4% 11.8% 9.1% 4.9% 0.0% 0.0% 0.0%
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5.2 REVENUE REQUIREMENT DETERMINATION

Table 5-5 shows the revenue requirement derivation with the total revenue required from District
rates shown in line 25. The total in column 1, line 25 is the O&M revenue requirement that is
allocated to the cost causation components using the percentages derived in line 30 of Table 5-3. The
total capital revenue requirement, in line 24, column 2 is allocated to the cost causation components
using the percentages derived in line 25 of Table 5-4.

RFC calculated the revenue requirement using Fiscal Year 2016 expenses, which include water
purchases, 0&M expenses, capital expenses and existing debt service. O&M expenses include the
costs shown in lines 3 through 8 in Table 5-5. To arrive at the rate revenue requirement in line 25,
column 3, we subtract revenue offsets from other (non-rate) revenues as shown in lines 14 through
17. Inline 16, we also allocate revenue offsets to each cost component in the same proportion as
0&M expenses (line 30, Table 5-3). However, line 17 shows that half of property taxes were allocated
to arevenue offset component so that the District could apply this revenue offset to specific tiers and
classes. The revenue offset cost component is shown in later tables in this report. We also make
adjustments for annual cash balances and for the fact that the impending rate adjustment will take
place eight months into the fiscal year and we must therefore annualize the rate increase (lines 21
and 22). The adjustments, shown as negative values are subtracted (therefore added as a result of
subtracting a negative number) to arrive at the total revenue required from District rates in line 25
column 3. This is the amount that District fixed charges and commodity rates must collect.

The revenue offsets shown in Table 5-5 are taken from lines 14 and 15, column 4 in Table 3-6. The
adjustment for cash balance, in line 21 of Table 5-5, is the net cash balance taken from line 30, column
4, in Table 3-6. The adjustment for mid-year increase in line 22 annualizes the revenue adjustments
we have modeled in the cash flow table - line 7, column 4, of Table 3-6. It annualizes this revenue
adjustment to reflect the fact that the District is implementing rates more than half way through the
fiscal year. We must design rates to collect the annualized amounts shown in line 7 of Table 3-6.
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Table 5-5: Revenue Requirement Determination

Line No. FY 2016
(1) (2) (3)

1 Operating Capital Total
2 Revenue Requirement
3 Administration (Org 92690) $1,661,055 $1,661,055
5 Customer Service (Org 92691) $805,024 $805,024
6 Water Purchases and Treatment (Org 92692) $5,959,919 $5,959,919
7 Field Operations (Org 92694) $2,052,827 $2,052,827
8 Planning and Engineering (Org 92695) $477,807 $477,807
9 Total Debt Service Expenses $1,398,544  $1,398,544
10
11  Total Revenue Requirement $10,956,632 $1,398,544 $12,355,176
12
13  Revenue Offsets
14 Subtotal CWA & MWD Revenue S0 SO
15 Misc Operating Revenue $471,200 $471,200
16 Property Taxes - General Offset’ $390,000 $390,000
17 Property Taxes - Applied to Specific Tiers $390,000 $390,000
18 Total Revenue Offsets $1,251,200 SO0 $1,251,200
19
20 Adjustments
21 Adjustment for Cash Balance (52,138,984) (52,138,984)
22 Adjustment for Mid-year Increase (5488,888) (5488,888)
23  Total Adjustments ($2,627,872) S0 ($2,627,872)
24
25 Revenue Required from Rates $12,333,304 $1,398,544 $13,731,848

"Half of property taxes are a general offset that is allocated to the cost components exactly as O&M
expenses were allocated to the cost components

5.3 UNIT COST COMPONENT DERIVATION

Our end goal is to allocate the revenue requirement in line 25, column 3 of Table 5-5 to the cost
causation components and then distribute the cost causation components to each user class. To do
so we must calculate the cost causation component unit costs, which starts by assessing the total
units demanded by each class for each cost component. This is shown across the bottom of Table 5-
6inline 38. Table 5-6 also shows the peaking factors for each tier and class in column 28. The peaking
factors establish the maximum day and hour requirements for each class and are the reason for the
peaking unit rate differentials discussed in Table 6-10 of Section 6.

8 A user class with higher peaking (capacity) needs is allocated a larger share of the capacity costs compared to
other classes. The peaking factors are used to allocate peaking costs to each class and tier.
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Table 5-6: Derivation of Cost Component Units

Max Hour
Max Day Requirement
Max Bi-Mnth / Max Day Requirement Max Hour above Max  Hydraulically
Avg Bi-Mnth Annual Usage Daily Usage Max Day Requirement above ADD Max Hour Requirement Day Equivalent Number of  Private Fire
Customer Class Peaking Factors' Tier Breakpoint (hcf) (hcf) Factor (hcf/day) (hcf/day) Factor (hcf /day) (hcf/day) Meters Bills Line
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14)

1 Single Family Residence
2 Tier 1 1.07 12 533,690 1,462 1.4631 2,139 677.1 2.5819 3,775.1 1,636
3 Tier 2 1.16 20 251,719 690 1.5964 1,101 411.3 2.8172 1,942.9 842
4 Tier 3 1.32 40 331,439 908 1.8137 1,647 738.9 3.2006 2,906.3 1,259
5 Tier4 1.61 41+ 231,558 634 2.2058 1,399 765.0 3.8926 2,469.5 1,070
6 1.24 1,348,406 3,694 1.7017 6,286 2,592.2 3.0030 11,093.8 4,807
7 Single Family - Agriculture 1.24 1.6984 2.9972
8 Tier 1 1.07 12 1,736 5 1.4631 7 2.2 2.5819 12.3 5
9 Tier 2 1.16 20 1,152 3 1.5964 5 1.9 2.8172 8.9 4
10 Tier 3 1.32 40 2,724 7 1.8137 14 6.1 3.2006 23.9 10
11 Tier 4 1.33 41+ 15,826 43 1.8196 78.89 355 3.2110 139.2 60.33
12 Single Family - Commercial 1.24 0.00 1.6984 0.00 0.0 2.9972 0.0 0.00
13 Tier1 1.07 12 452 1.24 1.4631 1.81 0.6 2.5819 3.2 1.38
14 Tier 2 1.16 20 192 0.53 1.5964 0.84 0.3 2.8172 1.5 0.64
15 Tier 3 1.32 40 124 0.34 1.8137 0.62 0.3 3.2006 1.1 0.47
16 Tier4 1.33 41+ 3 0.01 1.8196 0.01 0.0 3.2110 0.0 0.01
17 Multi-family 1.24 0.00 1.6984 0.00 0.0 2.9972 0.0 0.00
18 Tier 1 1.07 8 304,217 833.47 1.4631 1,219.41 385.9 2.5819 2,151.9 932.49
19 Tier 2 1.16 12 85,916 235.39 1.5964 375.78 140.4 2.8172 663.1 287.36
20 Tier 3 1.32 16 45,094 123.55 1.8137 224.07 100.5 3.2006 395.4 171.35
21 Tier 4 1.61 17+ 73,769 202.11 2.2058 445.81 243.7 3.8926 786.7 340.91
22 Multi-family - Agriculture 1.24 0.00 1.6984 0.00 0.0 2.9972 0.0 0.00
23 Tier 1 1.07 8 297 0.81 1.4631 1.19 0.4 2.5819 2.1 0.91
24 Tier 2 1.16 12 148 0.41 1.5964 0.65 0.2 2.8172 1.1 0.50
25 Tier 3 1.32 16 146 0.40 1.8137 0.73 0.3 3.2006 1.3 0.56
26 Tier 4 1.33 17+ 6,244 17.11 1.8196 31.13 14.0 3.2110 54.9 23.80
27 Multi-family - Commercial 1.24 0.00 1.6984 0.00 0.0 2.9972 0.0 0.00
28 Tier 1 1.07 8 134 0.37 1.4631 0.54 0.2 2.5819 0.9 0.41
29 Tier 2 1.16 12 67 0.18 1.5964 0.29 0.1 2.8172 0.5 0.22
30 Tier 3 1.32 16 57 0.15 1.8137 0.28 0.1 3.2006 0.5 0.21
31 Tier 4 1.33 17+ 609 1.67 1.8196 3.04 1.4 3.2110 5.4 2.32
32 Commercial 1.18 311,720 854 1.6221 1,385.28 531.3 2.8482 2,432.4 1,059.3
33 Institutional 1.34 72,039 197 1.8395 363.06 165.7 3.2455 640.5 277.6
34 Landscaping 1.39 189,725 519.80 1.9056 990.55 470.8 3.3629 1,748.0 757.48
35 Construction 1.56 12,623 34.58 2.1387 73.96 39.4 3.7742 130.5 56.56
36 All Classes 15,683 70,018 10,440
37 Fire Protection Meters 3,115
38 Subtotal 2,473,419 6,776 4,733 8,802 15,683 70,018 10,440
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Table 5-7 shows the cost causation component unit cost derivation in line 18. The operating revenue
requirement on line 18 plus line 25, in column 1, of Table 5-5 are added and allocated to the cost
causation components using the O&M allocation from line 30 of Table 5-3. Similarly the capital
revenue requirement in column 2 (line 25) of Table 5-5 is allocated to the cost causation components
using the asset allocation from line 24 of Table 5-4. Lines 15 and 16 (revenue offsets which total
$861Kk) of Table 5-5 are allocated to the cost components using the O&M allocation from line 30 of
Table 5-3. This portion of revenue offset is allocated to all cost components and therefore is an offset
to all classes and tiers. Line 17 ($390Kk) of the revenue offsets in Table 5-5, is allocated directly to the
revenue offset component shown in column 9 of Table 5-7 so that it can be applied to specific tiers
and is further discussed in Section 6. General and Administrative costs are redistributed in
proportion to the resulting allocation of the other cost components - this is shown in lines 5 and 6 of
Table 5-7. Line 8 allocates a portion of meter service costs to fire meters to cover costs associated
with reading and maintaining fire meters. Line 9 allocates a portion of customer costs to fire
protection to reflect the costs of billing fire customers. Line 10 allocates public fire protection costs
to the meter service component to distribute public fire protection costs to all customers.

Lastly, we allocate a portion of extra capacity related costs to the meter service component in line 12
of Table 5-7 (column 6). The positive value in column 6, line 12, equals the total of the two negative
values in columns 3 and 4 of line 12 - showing the allocation of extra capacity to the meter service
component. This reflects the District’s desire to collect a portion of capacity related costs through
the fixed charge instead of the volumetric (commodity) rate. The resulting allocation of the revenue
requirement (column 11, line 13) to cost components is shown in line 13. The total for each cost
component in line 13 is divided by the units of service in line 15 (derived in Table 5-6) to calculate
the unit cost in line 18. For example, the unit cost for the base component is determined by dividing
the total base cost by total water use in hundred cubic feet (HCF). Max day costs are divided by the
total max day use in HCF/day. Annual billing and customer service costs are divided by the estimated
number of annual bi-monthly bills. The unit costs, shown in line 18, are used to distribute the cost
components to the customer classes in Section 5.4.
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Table 5-7: Unit Cost Calculation

Max Hour

(4)

Fire
Protection

(5)

Meter
Service /

(6)

Con-
Customer servation Rev Offset

(7) (8) (9)

General Total
(10) (11)

Operating Expenses $7,208,847  $1,207,053 $509,037 $264,719 $744,891 $858,369 $139,734 SO $2,651,853 $13,584,504
Capital Expenses $639,161 $397,144 $165,541 $127,921 $68,776 SO S0 SO SO $1,398,544
Revenue Offsets (5457,010) (576,522) (32,271) (516,782) (547,223) (554,417) (58,859) ($390,000) (5168,116) (S1,251,200)
Total Cost of Service $7,390,998 $1,527,675 $642,307 $375,858 $766,445 $803,952 $130,876 ($390,000) $2,483,737 $13,731,848
Allocation of General Cost % 68% 14% 6% 3% 7% 1%

Allocation of General Cost $1,694,391 $350,220 $147,249 $86,166 $175,708 SO $30,003 SO ($2,483,737)

Total Fire Protection Cost $462,024  $942,153  $803,952

Allocation of Meter Service to Fire (Maintain Fire meters) $28,265 (528,265)

Allocation of Customer Billing to Fire $32,158 (32,158)

Allocation of Public Fire Protection (5366,601) $366,601

Allocated Cost of Service $9,085,388 $1,877,895 $789,557 $155,846 $1,280,489 $771,794 $160,879 ($390,000) $13,731,848
Adjustment to Collect Capacity in Meter Servic ~ ($845,053) (355,300) $1,200,353

Adjusted Cost of Service $9,085,388 $1,032,842 $434,256 $155,846 $2,480,842 $771,794 $160,879 ($390,000) $13,731,848
Unit of Service 2,473,419 4,733 8,802 15,683 70,018 2,271,070

Units HCF HCF / day HCF / day Hyd Eq. Mtrs  # of Bills HCF

Unit Cost $3.67 $218.20 $49.34 $26.36 $11.02 ($0.17)
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5.4 DISTRIBUTION OF COST COMPONENTS TO CUSTOMER CLASSES

The final step in a cost of service analysis is to distribute the cost components to the user classes
using the unit costs derived in Table 5-7, line 18. This is the ultimate goal of a cost of service
analysis and yields the cost to serve each customer class. Table 5-8 shows the derivation of the
cost to serve (i.e., cost of service for) each class. The cost components shown in columns 2, 3, 4, 8 and
9 of Table 5-8 are collected through the commodity (volumetric) rate ($/HCF). The cost components
shown in columns 5, 6, and 7 are collected through the District’s bimonthly fixed charge providing
fixed revenue. The existing versus proposed proportion of fixed revenue is approximately 23% and
25% respectively (excluding the SDCWA [AC).

To derive the cost to serve each class, the unit costs from line 18 in Table 5-7 are multiplied by the
units shown in Table 5-6 (columns 4, 8 and 11) for each class. For example, the base costs for the
Multi-family class is calculated by multiplying the base unit cost (line 18, column 2, Table 5-7) by the
annual Multi-family use in each tier (lines 18 through 21, column 4, Table 5-6). Similarly the
Multifamily customer costs are derived by multiplying the customer unit cost (line 18, column 7 in
Table 5-7) by the number of Multifamily bills (not shown but equal to 10,454 bills, the total number
for all classes is shown in line 36, column 13 in Table 5-6). Similar calculations for each of the
remaining user classes and cost components yield the total cost to serve each user class shown in
column 9 of Table 5-8. Note that the total cost of service (column 9) is equal to the revenue
requirement in line 25 of Table 5-5 as intended. We have now calculated the cost to serve each
user class (and tier) in column 10, as well as the amount to be collected via fixed and
commodity charges in columns 10 and 11. We can now proceed to derive rates to collect the cost
to serve each class.
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Table 5-8: Derviation of the Cost to Serve Each Class

Meter Total
Fire Service / Con- Commodity Total Fixed
MaxDay MaxHour Protection Capacity Customer servation Rev Offset Total cos' Revenue LEELUE
(3) (4) (5) (6) (7) (8) (9) (10) (11) (12)

1  Single Family Residence $4,952,980 $565,622 $237,181 $1,569,893 $590,817 $105,968  ($231,555) $7,790,906 $5,630,196 $2,160,710
2  Tierl $1,960,356 $147,735 $80,710 $41,942 ($91,648)
3 Tier2 $924,616 $89,748 $41,538 $19,782 ($43,226)
4  Tier3 $1,217,445  $161,223 $62,137 $26,047 ($56,916)
5 Tier4d $850,563  $166,915 $52,796 $18,198 ($39,764)
6  Single Family - Agriculture $14,441 $1,653 S0 ($3,681) $105,066 $88,972 $16,094
7 Tierl $6,376 $480 $262 S0 ($298)
8 Tier2 $4,230 $411 $190 S0 ($198)
9 Tier3 $10,006 $1,325 $511 S0 ($468)
10 Tier4 $58,131 $7,754 $2,977 S0 ($2,718)
11  Single Family - Commercial $2,268 $463 S0 ($132) $5,808 $3,077 $2,731
12 Tierl $1,659 $125 $68 $0 ($78)
13 Tier2 $705 $68 $32 $0 ($33)
14 Tier3 $456 $60 $23 $0 (521)
15 Tierd $10 $1 $1 $0 ($0)
16 Multi-family $461,319  $115,236 $40,001 ($87,408) $2,674,214  $2,097,659  $576,555
17 Tierl $1,117,452 $84,213 $46,007 $23,908 ($52,242)
18 Tier2 $315,589 $30,633 $14,178 $6,752 ($14,754)
19 Tier3 $165,640 $21,935 $8,454 $3,544 ($7,744)
20 Tier4 $270,969 $53,175 $16,820 $5,797 ($12,668)
21 Multi-family - Agriculture $3,479 $397 S0 ($1,174) $32,346 $28,471 $3,875
22 Tierl $1,090 $82 $45 $0 ($51)
23 Tier2 $545 $53 $24 S0 ($25)
24 Tier3 $538 $71 $27 $0 ($25)
25 Tier4 $22,935 $3,059 $1,174 S0 ($1,072)
26  Multi-family - Commercial $1,529 $199 Nl ($149) $5,303 $3,575 $1,728
27 Tierl $490 $37 $20 $0 ($23)
28 Tier2 $245 $24 $11 S0 ($11)
29 Tier3 $208 $28 $11 S0 ($10)
30 Tierd $2,238 $298 $115 $0 ($105)
31 Agriculture $301,142 $32,964 $14,174 $63,606 $5,886 S0 ($14,079) $403,693 $334,201 $69,492
32 Commercial $843,871 $82,957 $38,091 $180,727 $34,722 S0 ($39,452)  $1,140,916 $925,468  $215,449
31 Commercial $1,145,012  $115,921 $52,265 $244,333 $40,608 S0 ($53,530) $1,544,609  $1,259,668  $284,941
33 Public $218,066 $29,709 $11,273 $53,186 $6,614 S0 ($10,195) $308,653 $248,854 $59,800
34 Government $46,548 $6,445 $2,424 $11,755 $1,124 $S0 ($2,176) $66,121 $53,241 $12,879
32 Institutional $264,614 $36,154 $13,698 $64,941 $7,738 S0 ($12,371) $374,774 $302,095 $72,679
35 Landscaping $696,901  $102,718 $37,372 $118,639 $14,682 $14,910 $985,224 $851,902  $133,322
36 Construction $46,367 $8,593 $2,791 $57,751 $57,751 S0
37  Private Fire Line $155,846 S0 $155,846 $155,846
38
39 TOTAL $9,085,388 $1,032,842 $434,256  $155,846 $2,480,842 $771,794  $160,879 ($390,000) $13,731,848 $10,323,366 $3,408,482
40 TOTAL less Private Fire Line Revenue $3,252,636

!Cost of Service
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6 RATE DERIVATION

6.1 EXISTING RATE STRUCTURE AND RATES

The District’s existing rate structure consists of a bi-monthly fixed charge by meter size. The District
also has a four-tier commodity rate for residential customers, and a uniform commodity rate for all
remaining classes. Table 6-1 shows the existing rate structure and rates.

Table 6-1: Existing Rate Structure and Rates (Bi-monthly)

Existing Fixed Charges

Meter Size Potable Fire Line SDCWA IAC
5/8" $35.05 NA $5.52
3/4" $35.05 $7.37 $5.52

1" $55.73 $7.37 $8.83
1.5" $107.45 $13.74 $16.56
2" $169.50 $24.72 $28.70
3" $314.30 $64.17 $52.99
4" $521.14 $132.20 $90.52
6" $1,038.27 $376.37 $165.60
8" $1,658.82 $797.51 $287.04

Tier Existin
Customer Class &

Breakpoint EN]

Single Family Residence (SFR) Tier 1 12 $2.63

Tier 2 20 $3.93

Tier 3 40 S4.64

Tier 4 41+ $5.87
SFR-w-Agriculture Tier 4 41+ $3.27
SFR-w-Commercial Tier 4 41+ $3.69
Multi-family Residential (MFR) Tier 1 8 $2.63
(per dwelling unit) Tier 2 12 $3.93

Tier 3 16 $4.64

Tier 4 17+ $5.87
MFR-w-Agriculture Tier 4 17+ $3.27
MFR-w-Commercial Tier 4 17+ $3.69
Agriculture Uniform Rate $3.27
Commercial Uniform Rate $3.69
Public Uniform Rate $3.69
Government Uniform Rate $3.69
Landscaping Uniform Rate $4.64
Construction Uniform Rate $4.64
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6.2 PROPOSED BASE METER FEES

Table 6-2 shows the derivation of the District’'s Meter Service Charge in column 6. The cost of service
analysis derived in Table 5-8 feeds into the Fixed Charge derivation as the Fixed Charge is designed
to collect the amount of revenue shown in line 40, column 11 of Table 5-8. Table 6-2 shows the bi-
monthly fixed charge in column 6 without the SDCWA IAC pass-through in column 9. Column 7 shows
the existing Meter Service charge before IAC pass-through. The District may implement monthly
billing in the future- in which case the Meter Service Charges shown in Table 6-2 would be halved.
Column 10 shows the total monthly Meter Service Charge including the SDCWA IAC pass through
charge.

Table 6-2: Derivation of District Bi-Monthly Base Meter Fees

Total Bi-
Total Current monthly Fixed
AWWA Bi-monthly Bi-monthly Charge
Capacity Meter Service Customer Meter Service Meter Service Dollar Bi-monthly including
Meter Size  Ratio Component Component Charge Charge Difference  SDCWA IAC SDCWA IAC
(1) (2) E)) (4) (5) (6) (7) (8) (9)

5/8" 1.00 $26.36 $11.02 $37.39 $35.05 $2.34 $5.52 $42.91
3/4" 1.00 $26.36 $11.02 $37.39 $35.05 $2.34 $5.52 $42.91
1" 1.67 $44.03 $11.02 $55.05 $55.73 (50.68) $8.83 $63.88
1.5" 3.33 $87.79 $11.02 $98.82 $107.45 ($8.63) $16.56 $115.38
2" 5.33 $140.52 $11.02 $151.55 $169.50 (617.95) $28.70 $180.25
3" 10.00 $263.65 $11.02 $274.67 $314.30 ($39.63) $52.99 $327.66
4" 16.67 $439.50 $11.02 $450.52 $521.14 (§70.62) $90.52 $541.04
6" 33.33 $878.73 $11.02 $889.76 $1,038.27  ($148.51) $165.60 $1,055.36
8" 53.33 $1,406.03 $11.02 $1,417.05 $1,658.82  ($241.77) $287.04 $1,704.09

Fixed Charge Fee Components

There are two components that comprise the District’s Fixed Charge: 1) meter service and 2) the
customer service component as shown in columns 3 and 4 respectively; they are described below.
The total Meter Service Charge recognizes the fact that the District incurs fixed costs related to
maintaining meters, billing customers and answering customer calls regardless of customer water
use.

Meter Service Component

The meter service component collects extra capacity (also known as peaking) related costs. These
costs are shown as max day and max hour costs in Section 5. A portion of capacity related costs can
be allocated to and collected through the meter service component by meter size. This assumes that
larger meters have the potential to demand more capacity, or said differently, exert more peaking
characteristics compared to smaller meters. The potential capacity demanded is proportional to the
potential flow through each meter size as established by the AWWA hydraulic capacity ratios which
are shown in column 2 of Table 6-2. The ratios shown are the ratio of potential flow through each
meter size compared to the flow through a 3/4-inch meter. For example, column 2 shows that the
potential flow through a 2-inch meter is 5.3 times that of a 3/4-inch meter and therefore the meter
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service component of the Fixed Charge is 5.3 times that of the 3/4-inch meter. The meter service
component for a 3/4-inch meter is derived in column 6, line 18 of Table 5-7 and this fee for larger
meters is scaled up using the AWWA capacity ratios shown in column 2 of Table 6-2. The 5/8-inch
and 3/4-inch meters are considered to be equivalent as they serve most single family residences.

The meter service component also recovers costs associated with maintaining and servicing meters.
We assume that the cost for maintaining and servicing larger meters is proportional to the AWWA
hydraulic capacity ratios shown in column 2.

Customer Component

The customer component, shown in column 4, recovers costs associated with meter reading,
customer billing and collection as well as answering customer calls. These costs are the same for all
meter sizes as it costs the same to bill a small meter as it does a larger meter. The customer
component is derived in column 7, line 18 of Table 5-7.

Total Fixed Charge
The total monthly Fixed Charge includes the meter service component, customer component and the
SDCWA Infrastructure Access Charge (IAC) and is shown in column 10, Table 6-2.

6.3 PROPOSED FIRE LINE / METER SERVICE CHARGE

Table 6-3 shows the derivation of the private fire protection charges. Total fire protection costs are
allocated to private and public fire protection in proportion to the potential demand of each - this is
calculated and shown in column 6 of Table 6-4. Line 15 of Table 6-3 shows that 9% of total fire
protection costs are due to private fire connections.
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Table 6-3: Derivation of Private Fire Protection Charges

% of Total
Public Fire Fire
Line Hydrants Connection Size Numberin Demand Demand Protecion
No. (6" Mains) (in) Service Factor' Units Cost
(1) (2) (E)) (4) ) (6)
1  Residential 1,2.5"&1,4"D 1,028 49 50,836
2  Commercial 2,2.5"&1,4"D 211 61 12,783
3 Commercial 1,25"&2,4"D 211 88 18,520
4 1,450 82,139 91%

% of Total
Fire

Line Private Fire Connection Size Number in Demand Protecion
No. Connections (in) Service Factor' Cost

5 0.75 1 1.00 1

6 1.0 1,654 1.00 1,654

7 1.5 1 2.90 3

8 2.0 13 6.19 80

9 3.0 - 18 0

10 4.0 35 38 1,341

11 6.0 30 111 3,339

12 8.0 6 237 1,423

13 10.0 - 427 0

14  Subotal 1,740 7,842 9%
15 Total 3,190 89,981 100%

'Diameter of the connection raised to 2.63 - Based on the Hazen-Williams equation for flow.

Table 6-4 shows the derivation of the bi-monthly private fire charge. The lower portion of Table 6-4
shows that the Fire Line Service charge is comprised of three different components: 1) a monthly fire
charge which covers costs associated with providing fire protection, 2) a customer billing charge
which covers costs to bill customers, 3) a meter service charge which covers costs associated with
the reading and servicing of the %4-inch and 1-inch fire meters.

The annual fire protection component, shown in column 7, line 5, is calculated by dividing the private
fire protection cost (column 7, line 1) by the total number of private fire demand units (column 5,
line 14 in Table 6-3). This annual charge for the 34-inch and 1-inch meters is then divided by 6 to
calculate a bi-monthly charge and scaled up using the demand factors shown in column 4 of Table 6-
3. The billing component is calculated by dividing the billing costs (column 3, line 1) by the number
of bills per year (which is the number of meters in service, column 3, line 14 of Table 6-3, multiplied
by 6). The meter service component is calculated by taking the meter service costs (column 4, line 1,
Table 6-4) and dividing by the number of annual bills for the 3%-inch and 1-inch meters (which is line
6, column 4 of Table 6-4, multiplied by 6). Should the District implement monthly billing, these
charges would be halved. We note that only the 34” and 1” meters have the meter service charge
since the District must read and service these meters. The other, larger fire connections do not have
meters and therefore do not require reading and service.
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Table 6-4: Calculation of Bi-Monthly Private Fire Charges

Remaining
Fire Private
Private Meter Protection Public Protection
Line No. Total Fire Protection Cost  Billing Service Cost Protection Cost Cost

(1) (2) (E)) (4) (5) (6) (7)

1 $462,024 $32,158 $28,265 $401,601 $366,601 $95,423
2

3 Bi-Monthly Billing Charge $3.08

4 Demand Units 7,842
5 Annual Charge / Unit Demand $12.17
6 No. of Compound Fire Meters 1,655

7 Bi-monthly Meter Charge $2.85

Fire Bi-monthly Proposed Bi- Current Bi-

Connection Size Monthly Customer Bi-monthly monthly monthly
(inch) Charge Billing Charge Meter Service Charge Charge
(2) (3) (4) (5) (6) (7)

8 0.75 $2.03 $3.08 $2.85 $7.95 $7.37
9 1.0 $2.03 $3.08 $2.85 $7.95 $7.37
10 1.5 $5.89 $3.08 $0.00 $8.97 $13.74
11 2.0 $12.55 $3.08 $0.00 $15.63 $24.72
12 3.0 $36.47 $3.08 $0.00 $39.55 $64.17
13 4.0 $77.71 $3.08 $0.00 $80.79 $132.20
14 6.0 $225.74 $3.08 $0.00 $228.82 $376.37
15 8.0 $481.06 $3.08 $0.00 $484.14 $797.51
16 10.0 $865.11 $3.08 $0.00 N/A N/A

6.4 COMMODITY RATES

Single Family Tier Definitions

The breakpoints for the District’s tiers remain unchanged. The first tier approximately equates to a
2.5-person household using 60 gallons per day per person (gpcd) bi-monthly. Sixty gallons per
person per day is a reasonable indoor water use as established by a research paper by the AWWA
Research Foundation titled Residential End Uses of Water. Tier 1 use is approximately 38% of Single
Family water use.

The Tier 1 rate, for indoor use, is set using the lowest cost water sources, has the lowest peaking unit
rate, no conservation costs, and has revenue offsets to provide affordability. Tiers 2-3 are assigned
progressively higher water supply costs, peaking and conservation costs to those users in the upper
tiers who place more demands on the system and generate the associated costs. Additionally, Tier 2
has revenue offsets to provide affordability for average irrigation needs. Tier 2 and 3 usage are
approximately 18% and 25% respectively. Tier 4 represents approximately 18% of Single Family
usage and is targeted for conservation.
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Unit Rate Definitions
The commodity rates for each class and tier are derived by summing of the unit rates ($ / HCF) for:

Water Supply
Delivery

Peaking
Conservation and,
Revenue Offset

Gl W

Water Supply costs are costs associated with obtaining and treating water to make it ready for
transmission and distribution. The District has three possible sources of water, shown in Table 6-6.

Delivery costs are the operating and capital costs associated with delivering water to all customers
at a constant average rate of use - also known as serving customers under average daily demand
conditions. Therefore delivery costs are spread over all units of water which results in an equal
delivery unit costs for all classes and tiers.

Peaking costs, or extra-capacity costs, represent costs incurred to meet customer peak demands in
excess of a base use (or in excess of average daily demand). Total extra capacity costs are comprised
of maximum day and maximum hour demands as discussed in Section 5. For the portion of extra
capacity costs collected through the commodity rate, peaking costs are distributed to each tier and
class using peaking factors derived from customer use data - this is shown in columns 2 and 3 in
Table 5-8. For the portion of extra capacity costs collected through the fixed charge, AWWA hydraulic
capacity factors are used to distribute extra capacity costs to customer classes - this is shown in
column 5 (meter service) of Table 5-8.

Conservation costs are costs which cover water conservation and efficiency programs and efforts.
These programs are targeted to high volume water users. Therefore conservation costs were
allocated to Tier 4 for which conservation programs are designed to promote water efficiency.
Allocation of conservation costs to upper tiers helps provide a strong price signal for conservation,
consistent with Article X Section 2 of the State of California Constitution, and proportionately
allocates such costs to those customers whose greater demand create the need for conservation and
efficiency programs and efforts.

Unit Cost Derivation

The first step in the commodity rate calculation is the derivation of the supply rate for each tier and
class. The supply rate for each tier and class is a function of the cost and amount of water allocated
from each of the District’s water sources. Table 6-5 shows the estimated volume (water sold) and
cost of each District water source.
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Table 6-5: Water Sources and Costs

Line No. Water Souce RURECCSL HCF Sold
($ / HCF)
(1) (2) (3)
1 Treated Local Water $0.87 1,011,550
2 Imported Treated Water $2.74 109,585
3 Imported Untreated Water (Treated in Badger Plant) $2.88 1,352,284
4 Average Supply Cost ($ / HCF) $2.05 2,473,419

The water sources shown in Table 6-5 were allocated to each customer class in proportion to the
number of accounts in each class. The number of accounts and percent of accounts in each class is
shown in Table 6-6.

Table 6-6: Number of Accounts by Class

SFR/MFR Commercial Institutional Landscaping Construction Total
(1) (2) (3) (4) (5) (6)
1 Total Accounts 10,717 614 117 222 10 11,680
2 % of Accounts 91.8% 5.3% 1.0% 1.9% 0.1% 100%

Table 6-7 column 7, shows the total water sold (used) from each source. The use is allocated to each
class in proportion to the number of accounts in each class shown in Table 6-6. To calculate the
average supply cost by customer class, we take the weighted average - weighted by the use from each
source - of the supply cost for each source (column 1, Table 6-7). Appendix B shows the derivation
of these supply costs. The average supply cost for each class is shown in line 5 of Table 6-7. This is
the first component of the rate derivation for each class.

Table 6-7: Derivation of Supply Costs by User Class

Supply Cost
Water Source ($ / HCF) SFR/ MFR Commercial Institutional Landscaping Construction
(1) (2) (3) (4) (5) (6)
1  Treated Local Water $0.87 928,146 53,178 10,133 19,227 866 1,011,550
3 Imported Treated Water $2.74 100,549 5,761 1,098 2,083 94 109,585
2 Imported Untreated Water' $2.88 858,616 252,781 60,808 168,415 11,663 1,352,284
4  Total Use by Class (HCF) 1,887,311 311,720 72,039 189,725 12,623 2,473,419
5  Average Supply Cost ($ / HCF) $1.88 $2.53 $2.59 $2.67 $2.74 $2.05

! Includes cost to treat water at the Badget Filtration Plant

We must also derive the supply unit cost for each single family and multi-family tier. Table 6-8 shows
this derivation. The water allocated to the single family class, shown in column 2 of Table 6-7, is
allocated to each tier as shown in column 4 of Table 6-8. Tier 1 is allocated local water. Tier 2 is
allocated the remaining amount of local water, all the imported treated water and imported
untreated water in that order to meet its water demand. Tiers 3 and 4 are allocated solely imported
treated water. We calculate the weighted average supply cost by tier by taking the weighted average
of the supply cost by source (line 7, Table 6-9), weighted by the use in each tier (line 1 through 4)
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to produce the average supply cost by tier shown in column 9 of Table 6-8. Note that the average
supply cost for the residential class as a whole, shown in the bottom right corner, is the same as that
shown in Table 6-7 column 2. The average supply cost by tier in column 9, lines 1 through 4, is the
supply component of the calculated rate for each tier.

Table 6-8: Derivation of Supply Costs by Single Family Tier

Total Water Supply by Source (HCF)
Treated Local Imported Imported

Water Treated Water Untreated Water TOTAL Average

Bi-Monthly Average Supply
BreakPoint % of Use Use by Tier 928,146 100,549 858,616 1,887,311 Cost by Tier

(2) (3) (4)

Tier 1 12 44.5% 840,524 840,524 - - 840,524 $0.87

Tier 2 20 18.0% 339,194 87,622 100,549 151,023 339,194 $2.32

Tier 3 40 20.1% 379,584 - - 379,584 379,584 $2.88

Tier 4 41+ 17.4% 328,009 - - 328,009 328,009 $2.88
100.0% 1,887,311 928,146 100,549 858,616 1,887,311

Average Supply Cost by Water Source ($ / HCF) $0.87 $2.74 $2.88 $1.88

Delivery Unit Cost

We derive the delivery unit cost in Table 6-9 by subtracting the weighted average water supply rate
from the District’s cost to obtain, treat and deliver water (known as the base rate and shown in line
1). This base rate was derived in line 18, column 2 of Table 5-7. The base rate is the cost to supply
and deliver water under average daily demand conditions. By subtracting the average supply rate,
line 5, column 7 of Table 6-7, we identify the cost to deliver water under the same conditions. This
delivery cost is the same for all classes and for all single family tiers.

Table 6-9: Derivation of the Delivery Unit Cost

Unit Rate

Line No. (5 / HCF)
1 Fully Loaded Base Rate (Obtain, Treat and Deliver Water)1 $3.67
2 Less Weighted Average Supply Rate $2.05
3 Delivery Cost $1.62

'Column 2, Table 5-7

Peaking Unit Cost

Table 6-10 shows the derivation of the unit peaking costs for all classes. The peaking costs shown in
column 4 were derived in the cost of service section and are the sum of columns 3 and 4, the max day
and max hour peaking costs, in Table 5-8. The peaking rate is calculated by dividing the peaking costs
(column 4) by the use (column 5) for each class. Note that the peaking rate is correlated with the
peaking factor (column 3) - a higher peaking factor correlates to a higher peaking rate. Also note
that the total peaking costs in column 4 of Table 6-10 matches the total peaking costs (summing max
day and max hour) shown in columns 3 and 4 in Table 5-8.
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Table 6-10: Derivation of Peaking Unit Cost

Derivation of Peaking Costs
Peaking
Tier Peaking Peaking Use Rate

Tier / Class Breakpoint Factor Costs (HCF) (S / HCF)

(1) (2) (3) (4) (5) (6)

1  Single Family Residence 1.24

2 Tierl 12 1.07 $228,445 533,690 $0.43
3 Tier 2 20 1.16 $131,286 251,719 $0.52
4  Tier3 40 1.32 $223,360 331,439 $0.67
5 Tier4 41+ 1.61 $219,712 231,558 $0.95
7  Single Family - Agriculture 1.24

8 Tier 1 12 1.07 $743 1,736 $0.43
9 Tier2 20 1.16 $601 1,152 $0.52
10 Tier3 40 1.32 $1,836 2,724 $0.67
11 Tier4 41+ 1.33 $10,731 15,826 $0.68
13 Single Family - Commercial 1.24

14  Tierl 12 1.07 $193 452 $0.43
15 Tier2 20 1.16 $100 192 $0.52
16 Tier3 40 1.32 S84 124 $0.67
17 Tier4 41+ 1.33 S2 3 $0.68
19  Multi-family 1.24

20 Tierl 8 1.07 $130,220 304,217 $0.43
21 Tier2 12 1.16 $44,810 85,916 $0.52
22 Tier3 16 1.32 $30,389 45,094 $0.67
23  Tier4 17+ 1.61 $69,995 73,769 $0.95
25  Multi-family - Agriculture 1.24

26 Tierl 8 1.07 $127 297 $0.43
27 Tier2 12 1.16 $77 148 $0.52
28 Tier3 16 1.32 $99 146 $0.67
29 Tier4 17+ 1.33 $4,234 6,244 $0.68
31 Multi-family - Commercial 1.24

32 Tierl 8 1.07 S57 134 $0.43
33 Tier2 12 1.16 S35 67 $0.52
34 Tier3 16 1.32 $38 57 $0.67
35 Tier4 17+ 1.33 $413 609 $0.68
39  Agriculture/Commercial 1.18 $168,186 $311,720 $0.54
41 Public/Government 1.34 $49,852 $72,039 $0.69
42  landscaping 1.39 $140,091 189,725 $0.74
43  Construction 1.56 $11,384 12,623 $0.90
44  Total $1,467,098 2,473,419

Conservation Unit Cost

Table 6-11 shows the derivation of the conservation unit costs by class and tier. The total
conservation costs were derived in Table 5-7, line 13, column 8. The District concentrates its
conservation efforts on SFR and MFR Tier 4 users and the Landscape customer class. Therefore
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conservation costs are allocated to these customers accordingly as shown in Table 6-11 column 2.
We note that the total conservation costs from Table 5-7, line 13 matches the conservation cost in
line 3, column 3 in Table 6-11. The remaining classes are not allocated conservation costs, since the
District does not focus on reducing their water use and therefore these classes do not have a
conservation rate.

Table 6-11: Derivation of Conservation Unit Costs

Derivation of Conservation Rate by Class

Allocated Conservation
% of Time / Conservation Rate
Class / Tier Resources Cost (S /HCF)
(1) (2) (3) (5)
1 SFRand MFR - Tier4 84% $135,139 305,328 $0.44
2 Landscape 16% $25,741 189,725 $0.14
3  Total 100% $160,879 495,053

Revenue Offset

As mentioned in Section 5.2, half of the District’s property tax revenue was allocated specifically to
Tiers 1 and 2 and the Commercial (which comprises the former Agricultural and Commercial classes)
class as shown in Table 6-12. The revenue offsets for each customer class were previously shown in
Table 5-8 in Section 5.4. In Table 5-8 the revenue offset was allocated to each customer class based
on water use. We reallocate this $390k in property tax in Table 6-12 below. Note that the total in
column 8, Table 5-8 is equal to the total in column 2 in Table 6-12. In Table 6-12 column 2, we
reallocate the total property tax for the residential class to Tiers 1 and 2 (only) by using the allocation
factors in column 3. The resulting allocation of property tax is shown in column 7. The revenue offset
in column 8 is calculate by dividing column 7 by the use in column 5.

The commercial class revenue offset is calculated by dividing column 2 by the use in column 4. We
note that the institutional class receives no revenue offset set since these are public/government
customers who do not pay property tax and therefore should not receive associated revenue offset
benefits.? Since property tax is non-rate revenue, the District has discretion on how to use this
revenue and has chosen to apply a portion of it to reduce the rates to promote affordability for Tiers
1 and 2 as well as the Commercial class.

9 The property tax revenue that was allocated to the Institutional (Public/Government) class based on flow in
Table 5-8 was reallocated to the Commercial class.
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Table 6-12: Derivation of Revenue Offset

Derivation of Revenue Offset (Property Tax)

Tier
Breakpoint Revenue
Tier / Class (HCF) Offset
(1) (2)
SFR and MFR - All Classes

Allocation
Factor
(3)

Use
(HCF)
(4)

Weighted
Allocation
Factor

()

Percent
Allocation
of Prop Allocated Revenue
Tax to Revenue Offset
each Tier (0];1-13 (S / HCF)
(6) (7) (8)

1

2 Tier 1 12 ($144,339) 1.0 840,524 840,524 71% ($230,914) ($0.27)
3 Tier2 20 ($58,248) 1.0 339,194 339,194 29%  ($93,185) ($0.27)
4  Tier3 40 (565,184) 0.0 379,584 - 0% S0 $0.00
5 Tier 4 41+ ($56,327) 0.0 328,009 - 0% S0 $0.00
6 ($324,099) 1,887,311 1,179,718 100% ($324,099) ($0.17)
7  Commercial ($65,901) 311,720 ($0.21)
8 ($390,000) 2,271,070

Final Rate Derivation

We have calculated the unit rates for supply, delivery, peaking, conservation and revenue offset for
residential tiers and for each class in Tables 6-5 through 6-12. Table 6-13 shows the final rates for
the commodity rate derivation by summing each unit cost to derive the total rate for each tier and
class shown in column 9. We note that the total revenue shown in line 44, column 11, approximates
the commodity revenue requirement derived in Table 5-8 line 39 with a slight difference due to

rounding.
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Total Rate Derivation

User Class / Tier

(1)

Table 6-13: Derivation of Rates by Tier and Class

Total
Proposed
Rate
($ / HCF)
(9)

Revenue
Offset
($ / HCF)
(8)

Con-
servation
($ / HCF)

(7)

Bi-monthly
Breakpoint
(HCF)

(2)

Use
(HCF)
(10)

Peaking
Factors

(3)

Delivery
($ / HCF)
(5)

Peaking
($ / HCF)
(6)

Supply
($ / HCF)
()]

Commodity
Revenue
($)

(11)

1  Single Family Residence 1.24

2 Tierl 12 1.07 $0.87 $1.62 $0.43 $0.00 -50.27 $2.64 533,690 $1,410,498
3 Tier 2 20 1.16 $2.32 $1.62 $0.52 $0.00 -$0.27 $4.19 251,719  $1,054,604
4  Tier3 40 1.32 $2.88 $1.62 $0.67 $0.00 $0.00 $5.18 331,439 $1,716,853
5 Tier4 41+ 1.61 $2.88 $1.62 $0.95 $0.44 $0.00 $5.89 231,558  $1,364,727
6 $5,546,682
7  Single Family - Agriculture 1.24

8 Tier 1 12 1.07 $0.87 $1.62 $0.43 $0.00 -$0.27 $2.64 1,736 $4,587
9 Tier2 20 1.16 $2.32 $1.62 $0.52 $0.00 -$0.27 $4.19 1,152 $4,825
10 Tier3 40 1.32 $2.88 $1.62 $0.67 $0.00 $0.00 $5.18 2,724 $14,111
11  Tier4d 41+ 1.33 $2.88 $1.62 $0.68 $0.00 $0.00 $5.18 15,826 $81,977
12 $105,500
13 Single Family - Commercial 1.24

14 Tier1 12 1.07 $0.87 $1.62 $0.43 $0.00 -$0.27 $2.64 452 $1,193
15 Tier2 20 1.16 $2.32 $1.62 $0.52 $0.00 -$0.27 $4.19 192 $804
16 Tier 3 40 1.32 $2.88 $1.62 $0.67 $0.00 $0.00 $5.18 124 $644
17 Tier4 41+ 1.33 $2.88 $1.62 $0.68 $0.00 $0.00 $5.18 3 $14
18 $2,656
19  Multi-family 1.24

20 Tier1l 8 1.07 $0.87 $1.62 $0.43 $0.00 -$0.27 $2.64 304,217 $804,020
21  Tier2 12 1.16 $2.32 $1.62 $0.52 $0.00 -$0.27 $4.19 85,916 $359,957
22 Tier3 16 1.32 $2.88 $1.62 $0.67 $0.00 $0.00 $5.18 45,094 $233,587
23 Tier4 17+ 1.61 $2.88 $1.62 $0.95 $0.44 $0.00 $5.89 73,769 $434,770
24 $1,832,333
25  Multi-family - Agriculture 1.24

26 Tierl 8 1.07 $0.87 $1.62 $0.43 $0.00 -$0.27 $2.64 297 $784
27 Tier2 12 1.16 $2.32 $1.62 $0.52 $0.00 -50.27 $4.19 148 $622
28 Tier3 16 1.32 $2.88 $1.62 $0.67 $0.00 $0.00 $5.18 146 $759
29 Tier4d 17+ 1.33 $2.88 $1.62 $0.68 $0.00 $0.00 $5.18 6,244 $32,343
30 $34,508
31  Multi-family - Commercial 1.24

32 Tierl 8 1.07 $0.87 $1.62 $0.43 $0.00 -$0.27 $2.64 134 $353
33 Tier2 12 1.16 $2.32 $1.62 $0.52 $0.00 -$0.27 $4.19 67 $280
34  Tier3 16 1.32 $2.88 $1.62 $0.67 $0.00 $0.00 $5.18 57 $293
35 Tier4d 17+ 1.33 $2.88 $1.62 $0.68 $0.00 $0.00 $5.18 609 $3,156
36 $4,081
37  Agriculture 1.22 $2.53 $1.62 $0.54 $0.00 -$0.21 $4.48 81,983 $367,658
38 Commercial 1.17 $2.53 $1.62 $0.54 $0.00 -$0.21 $4.48 229,736  $1,030,264
39  Public 1.34 $2.59 $1.62 $0.69 $0.00 $0.00 $4.91 59,367 $291,437
40 Government 1.35 $2.59 $1.62 $0.69 $0.00 $0.00 $4.91 12,672 $62,209
41  Landscaping 1.39 $2.67 $1.62 $0.74 $0.14 $0.00 $5.17 189,725 $981,042
42 Construction 1.56 $2.74 $1.62 $0.90 $0.00 $0.00 $5.26 12,623 $66,460
43

44  Total 2,473,419 10,324,829
45 Commodity Revenue Requirement 10,323,366
46  Difference $1,463
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/ BILL IMPACTS

Section 7 shows the customer bi-monthly bill impacts for each customer class. The tables shown
include the SDCWA IAC pass- through charges for calendar year 2016 so that the bill represents the
total customer bill. The sample customer bills below assume monthly billing and compare bills under
current monthly rates/charges with proposed monthly rates/charges.

7.1 CUSTOMER BILL IMPACTS

Single Family Residential (SFR) Bill Impacts

Table 7-1 shows the Single Family bill impacts for various use points and assuming a 34-inch meter -
which is the most numerous meter for Single Family customers. The average Single Family use is 13
HCF monthly. The dollar and percent bill impacts for the average SFR customer are shown in line 3
of Table 7-1. Customers with slightly above average water use will see the largest bill impacts since
the Tier 3 rate has increased the most compared to existing rates. We note that the bill impacts are
a result of setting tiered rates based on Cost of Service.10

Table 7-1: Single Family Bill Impacts(3/4” Meter)

Proposed
Monthly Total Total
Monthly Meter Proposed Proposed Current
Line Usage Service Commodity Monthly Monthly Difference  Difference
No. (HCF) Charge Charge Charge Charge ($) (%)
1 0.0 $21.45 $0.00 $21.45 $20.29 $1.17 5.8%
2 6.0 $21.45 $15.86 $37.31 $36.07 $1.25 3.5%
3 13.0 $21.45 $48.16 $69.61 $65.71 $3.90 5.9%
4 19.0 $21.45 $79.24 $100.69 $93.55 $7.14 7.6%
5 25.0 $21.45 $113.88 $135.34 $127.54 $7.80 6.1%
6 31.0 $21.45 $149.25 $170.70 $162.76 $7.94 4.9%
7 37.0 $21.45 $184.61 $206.06 $197.98 $8.09 4.1%
8 43.0 $21.45 $219.97 $241.42 $233.20 $8.23 3.5%

10 In the post San Juan Capistrano litigation environment, tiered rates must have a nexus with the costs
associated with serving water in the tier.
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Single Family with (-w-) Agriculture Bill Impacts

Table 7-2 shows Single Family with Agriculture bill impacts for various use points and assuming a
1.5-inch meter - which is the most common meter. The Single Family with Agriculture monthly
average use is approximately 77 HCF.

Table 7-2: Single Family -w- Agriculture Bill Impacts (1.5” Meter)

Proposed
Monthly Total Total
Monthly Meter Proposed Proposed Current
Usage Service Commodity Monthly Monthly Difference Difference
Line No. (HCF) Charge Charge Charge Charge ($) (%)

1 0 $57.69 $0.00 $57.69 $62.01 -$4.32 -7.0%
2 40 $57.69 $188.02 $245.70 $205.31 $40.40 19.7%
3 80 $57.69 $395.22 $452.90 $336.11 $116.80 34.8%
4 120 $57.69 $602.42 $660.10 $466.91 $193.20 41.4%
5 160 $57.69 $809.62 $867.30 $597.71 $269.60 45.1%
6 200 $57.69 $1,016.82 $1,074.50 $728.51 $346.00 47.5%
7 240 $57.69 $1,224.02 $1,281.70 $859.31 $422.40 49.2%
8 280 $57.69 $1,431.22 $1,488.90 $990.11 $498.80 50.4%

Single Family with Commercial

Table 7-3 shows the Single Family with Commercial bill impacts for various use points and assuming
a 1-inch meter - the most numerous meter for this class. The average monthly use is approximately
10 HCF.

Table 7-3: Single Family -w- Commercial Bill Impacts (1” Meter)

Proposed
Monthly Total Total
Monthly Meter Proposed Proposed Current
Usage Service Commodity Monthly Monthly Difference Difference
Line No. (HCF) Charge Charge Charge Charge ($) (%)

1 0 $31.94 $0.00 $31.94 $32.28 -$0.34 -1.1%
2 5 $31.94 $13.21 $45.16 $45.43 -$0.27 -0.6%
3 10 $31.94 $32.62 $64.56 $63.78 $0.78 1.2%
4 15 $31.94 $58.52 $90.46 $86.98 $3.48 4.0%
5 20 $31.94 $84.42 $116.36 $110.18 $6.18 5.6%
6 25 $31.94 $110.32 $142.26 $128.63 $13.63 10.6%
7 30 $31.94 $136.22 $168.16 $147.08 $21.08 14.3%
8 35 $31.94 $162.12 $194.06 $165.53 $28.53 17.2%
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Multi-family Residential

Table 7-4 shows the Multi-family Residential bill impacts for various use points, assuming a 4
dwelling unit complex and assuming a 1-inch meter - the most numerous meter for this class. The
average monthly use is approximately 26 HCF.

Table 7-4: Multi-family Residential Bill Impacts (5/8” Meter)

Proposed
Monthly Total Total
Monthly Meter Proposed Proposed Current
Usage Service Commodity Monthly Monthly Difference Difference
Line No. (HCF) Charge Charge Charge Charge ($) (%)

1 0 $21.45 $0.00 $21.45 $20.29 $1.17 5.8%
2 10 $21.45 $26.43 $47.88 $46.59 $1.30 2.8%
3 20 $21.45 $59.05 $80.50 $78.09 $2.41 3.1%
4 30 $21.45 $106.88 $128.34 $121.65 $6.69 5.5%
5 40 $21.45 $164.39 $185.85 $177.89 $7.96 4.5%
6 50 $21.45 $223.33 $244.78 $236.59 $8.20 3.5%
7 60 $21.45 $282.27 $303.72 $295.29 $8.43 2.9%
8 70 $21.45 $341.20 $362.66 $353.99 $8.67 2.4%

Multi-family with Agriculture

Table 7-5 shows the Multi-family with Agriculture bill impacts for various use points, assuming a 4
dwelling unit complex and assuming a 2-inch meter - the most numerous meter for this class. The
average monthly use is approximately 100 HCF. The decrease for low/no water users shown is due
to the slight decrease in the Meter Service Charge for 2 inch meters.

Table 7-5: Multi-family -w- Agriculture Bill Impacts (2” Meter)

Proposed
Monthly Total Total
Monthly Meter Proposed Proposed Current
Usage Service Commodity Monthly Monthly Difference Difference
Line No. (HCF) Charge Charge Charge Charge ($) (%)

1 0 $90.12 $0.00 $90.12 $99.10 -$8.98 -9.1%
2 25 $90.12 $122.42 $212.55 $177.26 $35.29 19.9%
3 50 $90.12 $210.48 $300.61 $268.60 $32.01 11.9%
4 75 $90.12 $339.98 $430.11 $350.35 $79.76 22.8%
5 100 $90.12 $469.48 $559.61 $432.10 $127.51 29.5%
6 125 $90.12 $598.98 $689.11 $513.85 $175.26 34.1%
7 150 $90.12 $728.48 $818.61 $595.60 $223.01 37.4%
8 175 $90.12 $857.98 $948.11 $677.35 $270.76 40.0%

Water Rate Study Report | 57



Multi-family with Commercial

Table 7-6 shows the Multi-family with Commercial bill impacts for various use points and assuming
a 1-inch meter - the most numerous meter for this class. The average monthly use is approximately
26 HCF.

Table 7-6: Multi-family -w- Commercial Bill Impacts (1” Meter)

Proposed
Monthly Total Total
Monthly Meter Proposed Proposed Current
Usage Service Commodity Monthly Monthly Difference Difference
Line No. (HCF) Charge Charge Charge Charge ($) (%)

1 0 $31.94 $0.00 $31.94 $32.28 -$0.34 -1.1%
2 10 $31.94 $26.43 $58.37 $58.58 -$0.21 -0.4%
3 20 $31.94 $59.05 $90.99 $90.08 $0.91 1.0%
4 30 $31.94 $106.88 $138.82 $133.64 $5.18 3.9%
5 40 $31.94 $158.68 $190.62 $172.44 $18.18 10.5%
6 50 $31.94 $210.48 $242.42 $209.34 $33.08 15.8%
7 60 $31.94 $262.28 $294.22 $246.24 $47.98 19.5%
8 70 $31.94 $314.08 $346.02 $283.14 $62.88 22.2%

Agriculture (Now same rate as Commercial Class)

Table 7-7 shows the bill impacts for current Agriculture customers. Table 7-7 shows various use
points and assuming a 2-inch meter - the most numerous meter for this class. The average monthly
use is approximately 95 HCF in FY 2014.

Table 7-7: Agriculture Bill Impacts (1.5” Meter)

Proposed
Monthly Total Total
Monthly Meter Proposed Proposed Current
Usage Service Commodity Monthly Monthly Difference  Difference
Line No. (HCF) Charge Charge Charge Charge ($) (%)
1 45.0 $90.12 $201.80 $291.93 $246.25 $45.68 18.5%
2 95.0 $90.12 $426.03 $516.16 $409.75 $106.41 26.0%
3 140.0 $90.12 $627.84 $717.96 $556.90 $161.06 28.9%
Commercial

Table 7-8 shows the bill impacts for current Commercial customers who going forth are now
combined with Agricultural. Table 7-8 shows various use points and assuming a 5/8-inch meter -
the most numerous meter for this class. The average monthly use is approximately 40 HCF.
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Table 7-8: Commercial Bill Impacts (5/8” Meter)

Proposed
Monthly Total Total
Monthly Meter Proposed Proposed Current
Usage Service Commodity Monthly Monthly Difference Difference
LineNo.  (HCF) Charge Charge Charge Charge ($) (%)
1 20 $21.45 $89.69 $111.14 $94.09 $17.06 18.1%
2 40 $21.45 $179.38 $200.84 $167.89 $32.95 19.6%
3 60 $21.45 $269.07 $290.53 $241.69 $48.84 20.2%

Public (Now same rate as Institutional Class)

Table 7-9 shows the bill impacts for current Public customers who going forth are now combined
with Governmental to form the Institutional class. Table 7-9 shows various use points and assuming
a 2-inch meter - the most numerous meter for this class. The average monthly use is approximately
64 HCF.

Table 7-9: Public Bill Impacts (2” Meter)

Proposed
Monthly Total Total
Monthly Meter Proposed Proposed Current
Usage Service Commodity Monthly Monthly Difference Difference
LineNo.  (HCF) Charge Charge Charge Charge ($) (%)
1 30 $90.12 $147.27 $237.40 $209.80 $27.60 13.2%
2 60 $90.12 $294.55 $384.67 $320.50 $64.17 20.0%
3 90 $90.12 $441.82 $531.94 $431.20 $100.74 23.4%

Government (Now same rate as Institutional Class)

Table 7-10 shows the bill impacts for current Government customers who going forth are now
combined with Public customers to form the Institutional class. Table 7-10 shows various use points
and assuming a 2-inch meter - the most numerous meter for this class. The average monthly use is
approximately 106 HCF.

Table 7-10: Government Bill Impacts (2” Meter)

Proposed
Monthly Total Total
Monthly Meter Proposed Proposed Current
Usage Service Commodity Monthly Monthly Difference  Difference
Line No. (HCF) Charge Charge Charge Charge ($) (%)
1 50 $90.12 $245.45 $335.58 $283.60 $51.98 18.3%
2 100 $90.12 $490.91 $581.03 $468.10 $112.93 24.1%
3 150 $90.12 $736.36 $826.49 $652.60 $173.89 26.6%
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Landscape
Table 7-11 shows the Landscape bill impacts for various use points and assuming a 2-inch meter -
the most numerous meter for this class. The average Landscape use is about 86 HCF bi-monthly.

Table 7-11: Landscape Bill Impacts (2” Meter)

Proposed
Monthly Total Total
Monthly Meter Proposed Proposed Current
Usage Service Commodity Monthly Monthly Difference Difference
Line No. (HCF) Charge Charge Charge Charge ($) (%)
1 60 $90.12 $310.25 $400.37 $377.50 $22.87 6.1%
90 $90.12 $465.38 $555.50 $516.70 $38.80 7.5%
3 120 $90.12 $620.50 $710.63 $655.90 $54.73 8.3%
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8 DROUGHT RATES

8.1 DROUGHT RATE BACKGROUND

Consistent with its Water Supply Shortage Response Plan, the District can establish drought rates to:

1. Recover lost revenue due to decreased consumption during a drought; and
2. Encourage water conservation to meet the desired conservation goals for each drought
stage.

The District is subject to penalties from the SDCWA should it exceed its water allocation. Also, due
to the drought, the District is subject to penalties form the State Water Resources Control Board if it
does not reach its mandated water use reduction of 28%. Drought Rates help maximize the
probability that the District will escape penalties. Currently the District is below its SDCWA
allocation but not meeting its state-mandated water use reduction. However, Drought Rates will still
be needed to recoup lost revenues as District customers curtail their water consumption.

Revenue Collection during a Drought

During a drought, the District’s revenue requirement (costs) decreases along with revenue. However
the District’s revenue decreases more than its costs do. The majority of the District’s costs are fixed
(salaries, benefits, debt service, etc.) and therefore Drought Rates are required to recover lost
revenue to cover its fixed costs. The District’s drought revenue requirement is lower than its non-
drought revenue requirement because as the District serves less water, it also purchases and treats
less water, thereby saving the associated costs.

Customer Bills during a Drought

Provided that customers cutback their water use in line with the drought cutback goal, their total
water bill should be lower than their bill during “normal” water/rainfall years. Conversely, those
that do not cutback consumption will face higher charges.

8.2 DROUGHT RATE CALCULATION

The first step in calculating drought rates is to estimate the cutback in use from each customer class.
RFC estimated the cutback in use by using District customer use data and assuming various cutbacks
(%) for each tier.

1. For the Residential classes (SFR and MFR), RFC assumed that Tier 1 cutback (12 HCF bi-
monthly) would not occur until cutbacks of over 30% are required.

2. For all remaining classes for cutbacks of less than 30%, RFC assumed that water use during
a classes’ minimum billing cycle (winter use) was each customer’s essential/minimum use
and therefore further cutbacks were unlikely. For cutbacks of over 30%, RFC had to assume
that these classes cutback water use beyond their winter use in order to reach the total
cutback goal.
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Table 8-1 shows the estimated cutbacks, in percent, for each class and tier in columns 4, 6, 8, 10 and
12 and the volume cutbacks in columns 5, 7,9, 11 and 13. The resulting total cutback in HCF and
percent for each drought level is shown in lines 44 and 45.

Table 8-1: Estimated Use Cutbacks in Percentages and HCF

FY 2016
Bi-monthly Estimated

Line Customer Tier Water Use
No. Class Breakpoint ((z[e3] Up to 10% Up to 20% Up to 30% Up to 40% 50% or Greater
(1) (2) (E)] (9) (10) (11) (12) (13)
Estimated Estimated Estimate Estimated Estimated Estimated Estimated Estimate Estimated Estimated
Cutback  Cutback d Cutback Cutback Cutback Cutback Cutback d Cutback Cutback  Cutback

(%) (HCF) (%) (HCF) (%) (HCF) (%) (HCF) (%) (HCF)
1  Single Family Residence
2 Tierl 12 533,690 0% - 0% - 0% - 5% 26,684 20% 106,738
3 Tier2 20 251,719 5% 12,586 10% 25,172 20% 50,344 35% 88,102 45% 113,273
4  Tier3 40 331,439 20% 66,288 35% 116,004 45% 149,147 60% 198,863 80% 265,151
5 Tier4d 41+ 231,558 25% 57,890 50% 115,779 80% 185,247 95% 219,981  100% 231,558
6 1,348,406
7  Single Family - Agriculture
8 Tierl 12 1,736 0% - 0% - 0% - 5% 87 20% 347
9 Tier2 20 1,152 5% 58 10% 115 20% 230 35% 403 45% 518
10 Tier3 40 2,724 20% 545 35% 953 45% 1,226 60% 1,634 80% 2,179
11 Tier4 41+ 15,826 25% 3,956 50% 7,913 80% 12,661 95% 15,034  100% 15,826
12 21,437
13  Single Family - Commercial
14 Tierl 12 452 0% - 0% - 0% - 5% 23 20% 90
15 Tier2 20 192 5% 10 10% 19 20% 38 35% 67 45% 86
16 Tier 3 40 124 20% 25 35% 43 45% 56 60% 75 80% 99
17 Tier4 41+ 3 25% 1 50% 1 80% 2 95% 3 100% 3
18 771
19  Multi-family
20 Tierl 8 304,217 0% - 0% - 0% - 5% 15,211 20% 60,843
21 Tier?2 12 85,916 5% 4,296 10% 8,592 20% 17,183 35% 30,071 45% 38,662
22 Tier3 16 45,094 20% 9,019 35% 15,783 45% 20,292 60% 27,056 80% 36,075
23 Tier4 17+ 73,769 25% 18,442 50% 36,885 80% 59,015 95% 70,081  100% 73,769
24 508,996
25  Multi-family - Agriculture
26 Tierl 8 297 0% - 0% - 0% - 5% 15 20% 59
27 Tier2 12 148 5% 7 10% 15 20% 30 35% 52 45% 67
28 Tier3 16 146 20% 29 35% 51 45% 66 60% 88 80% 117
29 Tier4d 17+ 6,244 25% 1,561 50% 3,122 80% 4,995 95% 5,932 100% 6,244
30 6,835
31  Multi-family - Commercial
32 Tierl 8 134 0% - 0% - 0% - 5% 7 20% 27
33 Tier2 12 67 5% 3 10% 7 20% 13 35% 23 45% 30
34  Tier3 16 57 20% 11 35% 20 45% 25 60% 34 80% 45
35 Tier4d 17+ 609 25% 152 50% 305 80% 487 95% 579 100% 609
36 866
37  Agriculture 81,983 15.0% 12,297 25.0% 20,496 45.0% 36,892 55.0% 45,091 55.0% 45,091
38 Commercial 229,736 5.0% 11,487 9.0% 20,676 10.0% 22,974 10.0% 22,974 10.0% 22,974
39  Public 59,367 15.0% 8,905 35.0% 20,778 37.0% 21,966 40.0% 23,747 40.0% 23,747
40 Government 12,672 15.0% 1,901 29.0% 3,675 30.0% 3,802 35.0% 4,435 35.0% 4,435
42 landscaping 189,725 25.0% 47,431 50.0% 94,863 80.0% 151,780 95.0% 180,239 100.0% 189,725
43  Construction 12,623 0.0% - 0.0% - 0.0% - 0.0% - 0.0% -
44  Total Cutback - HCF 2,473,419 256,900 491,266 738,473 976,589 1,238,390
45  Total Cutback - % 10.4% 19.9% 29.9% 39.5% 50.1%

Using the estimated cutbacks in water use from Table 8-1, we can calculate the estimated lost
revenue as shown in Table 8-2 - line 42.
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Table 8-2: Calculation of Lost Revenue

Customer 50% or
Class Up to 10% | Up to 20% | Up to 30% | Up to 40% | Greater
(4) (5) (6) (7)

(1)

Proposed Non-

SF Residential Drought Rate Lost Revenue.ost Revenue.ost Revenue.ost Revenue.ost Revenue
1 Tier 1 $2.64 S0 S0 S0 $70,525 $282,100
2 Tier 2 $4.19 $52,730 $105,460 $210,921 $369,111  $474,572
3 Tier 3 $5.18 $343,371 $600,899 $772,584 $1,030,112 $1,373,482
4 Tier 4 $5.89 $341,182 $682,364 $1,091,782 $1,296,491 $1,364,727
5
7  Single Family - Agriculture
8 Tierl $2.64 S0 SO S0 $229 $917
9 Tier2 $4.19 $241 $482 $965 $1,689 $2,171
10 Tier3 $5.18 $2,822 $4,939 $6,350 $8,467 $11,289
11 Tier4 $5.18 $20,494 $40,988 $65,582 $77,878 $81,977
12
13 Single Family - Commercial
14 Tier1 $2.64 S0 S0 S0 $60 $239
15 Tier2 $4.19 $40 $80 $161 $281 $362
16 Tier3 $5.18 $129 $225 $290 $386 $515
17 Tier4d $5.18 S4 S7 $12 S14 S14
18
19  Multi-family
20 Tierl $2.64 S0 SO S0 $40,201  $160,804
21 Tier2 $4.19 $17,998 $35,996 $71,991  $125,985 $161,980
22 Tier3 $5.18 $46,717 $81,756  $105,114 $140,152 $186,870
23  Tier4 $5.89 $108,692 $217,385 $347,816  S$413,031  $434,770
24
25  Multi-family - Agriculture
26 Tierl $2.64 S0 S0 S0 $39 $157
27 Tier2 $4.19 $31 $62 $124 $218 $280
28 Tier3 $5.18 $152 $266 $341 $455 $607
29 Tier4d $5.18 $8,086 $16,172 $25,875 $30,726 $32,343
30
31  Multi-family - Commercial
32 Tierl $2.64 S0 SO S0 $18 S71
33 Tier2 $4.19 $14 $28 $56 $98 $126
34 Tier3 $5.18 $59 $103 $132 $176 $234
35 Tier4d $5.18 $789 $1,578 $2,524 $2,998 $3,156
36
37 Agriculture / Commercial $4.48 $106,662 $184,638 $268,472  $305,238  $305,238
38 Public/ Government $4.91 $53,047 $120,044 $126,494 $138,348 $138,348
39 Llandscaping $5.17 $245,261 $490,521 $784,834 $931,990 $981,042
40 Construction $5.26 SO S0 SO SO S0
41
42  Total Lost Revenue $1,348,520 $2,583,992 $3,882,419 $4,984,915 $5,998,390

We must adjust the lost revenue for savings due to lower water purchases and water treatment
expenses. Table 8-3 shows the estimated savings for each drought stage in line 5. The savings is
calculated by multiplying the estimated cutback for each drought level (shown in line 4) by the
variable water purchase and treatment costs shown in line 3 — which are the estimated variable costs
associated with treating water. We then subtract the savings for each drought stage from the total
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lost revenue shown in line 42 of Table 8-2 - the results is shown in line 6 of Table 8-3. This is the net
lost revenue by drought stage.

Table 8-3: Calculation of Drought Savings

Variable 50% or
Costs FY 2016 Up to 10% Up to 20% Up to 30% Up to 40% Greater
(1) (2) (E) (4) (5) (6) (7)

1  Imported Trtd & Raw Water $3,107,443
2  Treatement Costs $948,563
3 Subtotal Variable Costs $4,056,006
4 Cutback (%) 10.4% 19.9% 29.9% 39.5% 50.1%
5  Total Drought Savings $421,275 $805,597 $1,210,976  $1,601,447  $2,030,760
6  NetRevenue Lost After Savings (For One Year) $927,245  $1,778,394  $2,671,443  $3,383,468  $3,967,631
7
8  Drought Volumetric Revenue Requirement - All Classes $9,903,554  $9,519,231  $9,113,853  $8,723,381  $8,294,069

Lastly, we calculate the percentage increase that must be applied to all rates to recoup the lost
revenue. The percentage increase needed for each drought level is calculated by dividing the lost
revenue (adjusted for savings, line 1, Table 8-4) by the expected drought revenue (line 2, Table 8-4).
The result is shown in line 4 of Table 8-4. We apply this percentage increase to the proposed rates
in column 2 to yield the drought rates shown in columns 3, 5, 7, 9 and 11. Table 8-4 also shows the
dollar increase for each drought stage in columns 4, 6, 8, 10 and 12.
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Table 8-4: Drought Rate Calculation

Up to 10% Up to 20% Up to 30% Up to 40% 50% or Greater

(4) (6) (8) &)} (10) (11) (12)
1  Estimated Lost Revenue (after savings) $927,245 $1,778,394 $2,671,443 $3,383,468 $3,967,631
2 Expected Vol Drought Revenue $8,976,309 $7,740,837 $6,442,410 $5,339,914 $4,326,439
3 Drought Vol Revenue Requirement $9,903,554 $9,519,231 $9,113,853 $8,723,381 $8,294,069
4 %lncrease 10.3% 23.0% 41.5% 63.4% 91.7%
Proposed
Non- Drought S Drought S Drought S Drought S Drought S
5 Drough Rate Increase Rate Increase Rate Increase Rate Increase Rate Increase
6  SFResidential
7 Tierl $2.64 $2.92 $0.27 $3.25 $0.61 $3.74 $1.10 $4.32 $1.67 $5.07 $2.42
8 Tier2 $4.19 $4.62 $0.43 $5.15 $0.96 $5.93 $1.74 $6.84 $2.65 $8.03 $3.84
9 Tier3 $5.18 $5.72 $0.54 $6.37 $1.19 $7.33 $2.15 $8.46 $3.28 $9.93 $4.75
10 Tier4 $5.89 $6.50 $0.61 $7.25 $1.35 $8.34 $2.44 $9.63 $3.73 $11.30 $5.40
11  Single Family - Agriculture
12 Tierl $2.64 $2.92 $0.27 $3.25 $0.61 $3.74 $1.10 $4.32 S$1.67 $5.07  S$2.42
13 Tier2 $4.19 $4.62 $0.43 $5.15 $0.96 $5.93 $1.74 $6.84  $2.65 $8.03 $3.84
14  Tier 3 $5.18 $5.72 $0.54 $6.37 $1.19 $7.33 $2.15 $8.46 $3.28 $9.93 $4.75
15 Tier4 $5.18 $5.72 $0.54 $6.37 $1.19 $7.33 $2.15 $8.46 $3.28 $9.93 $4.75
16  Single Family - Commercial
17 Tier1l $2.64 $2.92 $0.27 $3.25 $0.61 $3.74 $1.10 $4.32 $1.67 $5.07 $2.42
18 Tier2 $4.19 $4.62 $0.43 $5.15 $0.96 $5.93 $1.74 $6.84 $2.65 $8.03 $3.84
19 Tier 3 $5.18 $5.72 $0.54 $6.37 $1.19 $7.33 $2.15 $8.46 $3.28 $9.93 $4.75
20 Tier4d $5.18 $5.72 $0.54 $6.37 $1.19 $7.33 $2.15 $8.46 $3.28 $9.93 $4.75
21 Multi-family
22 Tierl $2.64 $2.92 $0.27 $3.25 $0.61 $3.74 $1.10 $4.32  S$1.67 $5.07  S$2.42
23 Tier2 $4.19 $4.62 $0.43 $5.15 $0.96 $5.93 $1.74 $6.84 $2.65 $8.03 $3.84
24 Tier 3 $5.18 $5.72 $0.54 $6.37 $1.19 $7.33 $2.15 $8.46 $3.28 $9.93 $4.75
25 Tier4d $5.89 $6.50 $0.61 $7.25 $1.35 $8.34 $2.44 $9.63 $3.73 $11.30 $5.40
26 Multi-family - Agriculture
27 Tierl $2.64 $2.92 $0.27 $3.25 $0.61 $3.74 $1.10 $4.32 $1.67 $5.07 $2.42
28 Tier 2 $4.19 $4.62 $0.43 $5.15 $0.96 $5.93 $1.74 $6.84 $2.65 $8.03 $3.84
29 Tier3 $5.18 $5.72 $0.54 $6.37 $1.19 $7.33 $2.15 $8.46 $3.28 $9.93 $4.75
30 Tier4 $5.18 $5.72 $0.54 $6.37 $1.19 $7.33 $2.15 $8.46 $3.28 $9.93 $4.75
31 Multi-family - Commercial
32 Tierl $2.64 $2.92 $0.27 $3.25 $0.61 $3.74 $1.10 $4.32 $1.67 $5.07 $2.42
33 Tier2 $4.19 $4.62 $0.43 $5.15 $0.96 $5.93 $1.74 $6.84 $2.65 $8.03 $3.84
34 Tier3 $5.18 $5.72 $0.54 $6.37 $1.19 $7.33 $2.15 $8.46 $3.28 $9.93 $4.75
35 Tier4d $5.18 $5.72 $0.54 $6.37 $1.19 $7.33 $2.15 $8.46 $3.28 $9.93 $4.75
38 Agriculture / Commercial $4.48 $4.95 $0.46 $5.51 $1.03 $6.34 $1.86 $7.33 $2.84 $8.60 $4.11
41  Public / Government $4.91 $5.42 $0.51 $6.04 $1.13 $6.94 $2.04 $8.02 $3.11 $9.41 $4.50
42 lLandscaping $5.17 $5.70 $0.53 $6.36 $1.19 $7.32 $2.14 $8.45 $3.28 $9.91 $4.74
43 Construction $5.26 $5.81 $0.54 $6.47 $1.21 $7.45 $2.18 $8.60 $3.34 $10.09 $4.83

Vol = Volumetric

We have calculated water shortage rates for different water use cutback levels in the above table.
Should the District plan to implement drought rates for a percent cutback not shown in Table 8-4,
the drought rates would be obtained by using linear interpolation between the drought levels which
fall on either side of the desired cutback. The District currently has implemented drought rates for a
14% cutback; the drought rates were obtained by using linear interpolation between the rate for the
10% and 20% drought levels. This is shown in Table 1-6 in the Executive Summary.

Drought Rate Adoption
The Board would adopt the drought rates separately from any other type of rate increase. Table 8-4
shows the percentage maximum rate increase per water shortage level in line 4. For the duration of
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the rate proposal period (2 years), the Board would have the ability to adopt Water Shortage Rates
by increasing the then current commodity rate without having to re-issue the Proposition 218 notice.
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9 APPENDIX A: CASH FLOW DETAIL
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Line
No.

Operating Cash Flow

(1)
Revenue - Potable (Bi-Monthly)

FY 2016

Budgeted
(4)

FY 2017

Projected
(5)

FY 2018

Projected
(6)

FY 2019

Projected
)

FY 2020

Projected
(8)

Revenue from SDWD Rates $12,893,754 $12,946,542  $12,999,645 $13,053,013 $13,106,648
Revenue from Rates $12,893,754 $12,946,542  $12,999,645 $13,053,013 $13,106,648
Additional Revenue Needs:
Fiscal Revenue Month
Year Adjustment Effective
FY 2016 6.5% Feb 5 $349,206 $841,525 $844,977 $848,446 $851,932
FY 2017 6.5% Jan 6 $448,112 $899,900 $903,595 $907,308
FY 2018 6.5% Jan 6 $479,197 $962,328 $966,283
FY 2019 6.0% Jan 6 $473,021 $949,930
FY 2020 1.0% Jan 6 $83,911
Total Additional Revenue $349,206 $1,289,637 $2,224,074 $3,187,391 $3,759,363
Total Rate Revenue $13,242,959 $14,236,180 $15,223,719 $16,240,403  $16,866,011
Other Revenue
Misc Operating Revenue $471,200 $471,200 $473,556 $475,924 $478,303
Property Taxes $780,000 $794,000 $797,970 $801,960 $805,970
Total Revenue $14,494,159 $15,501,380 $16,495,245 $17,518,287 $18,150,284
O&M Expenses
Administration (Org 92690) $1,661,055 $1,658,030 $1,729,181 $1,804,088 $1,881,815
Customer Service (Org 92691) $805,024 $810,309 $827,340 $844,782 $864,818
Water Purchases and Treatment (Org 92692) $5,959,919 $6,480,495 $7,200,673 $7,546,679 $7,910,423
Field Operations (Org 92694) $2,052,827 $2,031,841 $2,073,066 $2,115,262 $2,163,990
Planning and Engineering (Org 92695) $477,807 $483,216 $492,155 $501,286 $512,294
Total O&M Expenses $10,956,632 $11,463,891 $12,322,414 $12,812,098 $13,333,340
Debt Service
Existing Debt $1,398,544 $1,401,319 $1,398,844 $1,401,694 $1,395,119
Total Debt Service Expenses $1,398,544 $1,401,319 $1,398,844 $1,401,694 $1,395,119
Total Expenses $12,355,176  $12,865,210 $13,721,258 $14,213,792 $14,728,459
Net Cash Flow $2,138,984 $2,636,170 $2,773,987 $3,304,495 $3,421,825
Debt Coverage 253% 288% 298% 336% 345%
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32
33
34
35
36
37
38
39
40
41
42
43
44
45
47
48
49
50
51
52
53
54
55
56
57
58

59
60
61
62
63

2016 2017 2018 2019 2020
Budgeted Projected Projected Projected Projected
Beginning Balance $2,008,758 $1,885,844 $1,974,975 $2,121,763 $2,210,966
Net Cash Flow $2,138,984 $2,636,170 $2,773,987 $3,304,495 $3,421,825
Intermediate Balance $4,147,742 $4,522,014 $4,748,962 $5,426,258 $5,632,791
Transfers In - Rate Stabilization Res $76,436 $31,527 $31,190 $31,306 $31,427
Transfer Out - Fleet Stabilization Res ($133,900) (5124,628) ($100,885) (5104,599) (5147,813)
Transfer Out - Rate Stabilization Res SO SO SO SO SO
Intermediate Balance $4,090,278 $4,428,913 $4,679,267 $5,352,965 $5,516,405
Transfers Out - Capital Repl. Res (52,264,172)  ($2,518,265) ($2,625,531) ($3,217,615) ($3,294,182)
Ending Balance $1,826,105 $1,910,648 $2,053,736 $2,135,350 $2,222,223
Interest Income $59,738 564,327 568,027 S$75,616 578,550
Fund Requirements
Policy - Target
Average of current year operatin 60 Days $1,826,105 $1,910,648 $2,053,736 $2,135,350 $2,222,223
Beginning Balance $6,590,958 $6,131,091 $5,691,410 $5,477,525 $5,731,116
Federal Capital Grants S0 SO SO S0 S0
Capital Contributions (Capacity Fees) $100,000 $100,000 $100,000 $100,000 $100,000
Transfers In - Capital SO SO SO SO SO
Other Revenues SO SO SO SO S0
Market Debt Proceeds - Proposed S0 SO S0 S0 S0
SRF Proceeds - Proposed SO SO SO SO SO
cIp ($2,950,000)  ($3,175,000) ($3,050,000) ($3,175,000)  ($3,150,000)
Intermediate Balance $3,740,958 $3,056,091 $2,741,410 $2,402,525 $2,681,116
Transfers In - From Operating Reserve $2,264,172 $2,518,265 $2,625,531 $3,217,615 $3,294,182
Ending Balance $6,005,130 $5,574,356 $5,366,941 $5,620,140 $5,975,298
Interest Income $125,961 S$117,054 $110,584 $110,977 S$117,064
Fund Requirements
Policy Minimum
% of 5-year average CIP costs 200% $6,200,000 $6,340,000 $6,330,000 $6,376,000 $6,381,200
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'3 Fleet Replacement Fund Balance FY 2016 FY 2017 FY 2018 FY 2019 FY 2020

65 Beginning Balance $355,659 $457,611 $552,238 $614,676 $454,865
66  Transfers In from Operations $133,900 $124,628 $100,885 $104,599 $147,813
67  Purchases ($40,000) ($40,000) ($50,000)  ($275,000)  ($215,000)
68 Ending Balance $449,559 $542,239 $603,123 $444,275 $387,678
69 Interest Income 58,052 59,999 S$11,554 510,590 58,425
70

71
72 Beginning Balance $2,010,499 $1,973,509 $1,981,136 $1,989,258 $1,997,424
73  TransfersIn S0 S0 S0 S0 S0
74 Use of Funds for Drought S0 S0 S0 S0 S0
75  Transfers Out ($76,436) ($31,527) ($31,190) ($31,306) ($31,427)
76 Ending Balance $1,934,063 $1,941,981 $1,949,947 $1,957,952 $1,965,997
77 Interest Income 539,446 539,155 $39,311 539,472 539,634
78 Fund Requirements

80 Policy Minimum $1,934,063 $1,941,981 $1,949,947 $1,957,952 $1,965,997
81 % of annual potable water rate ¢ 15%
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10 APPENDIX B: WATER SUPPLY COST
DERIVATION
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Volume of Water Purchased By Source Volume
(Acre Feet)
Water Source FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 Average
(1) (2) (3) (4) (5) (6) (7) (8)

Imported Treated Water - (Trtd M&I Rate) 308 301 260 260 260 260 260 273
Imported Raw Water Rate (Untrtd M&I Rate) 5,290 5,425 3,208 3,238 3,667 3,697 3,727 4,036
Tier 2 Use - - - - - - - -
Local Raw Water (Lake Hodges) 1,136 603 2,400 2,400 2,000 2,000 2,000 1,791
Total 6,734 6,329 5,868 5,898 5,927 5,957 5,987 6,100

Source: See Expenses Worksheet

FY 2016 FY 2017

FY 2018

FY 2019

FY 2020

Estimated Cost to Treat Surface Water (not to obtain water)
Water Treatment Costs

Subtotal - Cost to Treat Local Water - SFID Costs Only
Total Untreated Water (AF) (Imported and Local)
Estimated Cost to Treat Untreated Water (S/ AF) S

Supply Costs by Source ($/ AF)

FY 2015
$1,728,398 $1,897,126

$1,728,398 $1,897,126

FY 2015

6,028
287 S

5,608
338§

5,638
353

Cost (S /
AF)

FY 2016 FY 2017

$

$1,991,982 $2,051,741

$1,991,982 $2,051,741

5,667
362

FY 2018

$2,113,294 $2,176,693

$2,113,294 $2,176,693

5,697

371 S

FY 2019

5,727
380

FY 2020

Water Source
Imported Treated Water Rate - (Trtd M&I Rate) (FY Rate)
Imported Raw Water Rate (Untrtd M&I Rate)
Unit Rate to Treat Imported Untrtd M&I Water

Average

Treat - Imported Untrtd M&I Water
Local Raw Water (Lake Hodges - $ /AF)
Cost to Treat Lake Hodges (Untreated Water)

Cost to Obtain and Treat Local Water ($/ AF)

$1,128 $1,157 $1,216 $1,286 $1,350 $1,418 $1,259
$847 $875 $915 $970 $1,019 $1,070 $949
$287 $338 $353 $362 $371 $380 $349
$1,133 $1,213 $1,269 $1,332 $1,390 $1,450 $1,298
$211 $27 $27 $32 $32 $32 $60
$287 $338 $353 $362 $371 $380 $349
$498 $365 $380 $394 $403 $412 $408
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Cost Water
Cost of Cost of  Accounting Qty (013Y, Sold -  Water Sold - Total Cost of Total Cost of

Water Water for Lost Purchased Purchased Acctingfor Accting for Water Water
Produced Produced Water (Supplied) (Supplied) Lost Water Lost Water Total Cost of Produced Produced
Supply Source (S / AF) (S / HCF) (S/ HCF) (AF) (HCF) (AF) (HCF) Water Sold (HCF) (HCF)

Imported Treated Water - (Trtd M&I Rate) $1,157 $2.66 $2.74 260 113,256 252 109,585 S 291,000 S 300,778 300,778
Imported Raw Water Rate (Untrtd M&I Rate) $1,213 $2.78 $2.88 3,208 1,397,589 3,104 1,352,284 $ 3,765,800 S 3,891,958 3,891,958
Local Raw Water (Lake Hodges) $365 $0.84 $0.87 2,400 1,045,440 2,322 1,011,550 $ 847,100 $ 875,433 875,433
Total 5,868 2,556,285 5,678 2,473,419 $4,903,900 $5,068,169  $5,068,169
Lost/Unsold Water 3.24% 190 82,867
Total Water Sold 5,678 2,473,419
Average Supply Cost $2.05
Base Rate - COS $3.67
Average Supply Cost $2.05
Delivery Cost $1.62
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SFR/ MFR Commercial Institutional Landscaping Construction Total
(1) (2) (3) (4) (5) (6)
1 Total Accounts 10,717 614 117 222 10 11,680
2 % of Accounts 91.8% 5.3% 1.0% 1.9% 0.1% 100%

Supply Cost
Water Source ($ / HCF) SFR/MFR Commercial Institutional Landscaping Construction

1 Treated Local Water $0.87 928,146 53,178 10,133 19,227 866 1,011,550
3 Imported Treated Water $2.74 100,549 5,761 1,098 2,083 94 109,585
2 Imported Untreated Water’ $2.88 858,616 252,781 60,808 168,415 11,663 1,352,284
4 Total Use by Class (HCF) 1,887,311 311,720 72,039 189,725 12,623 2,473,419
5 Average Supply Cost ($ / HCF) $1.88 $2.53 $2.59 $2.67 $2.74 $2.05

Includes cost to treat water at the Badget Filtration Plant
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San Dieguito Water District
Schedule of Water Rates and Service Charges

Effective February 1, 2016 (14% Potable Drought Rate)

POTABLE WATER RATES
Bi-Monthly Fixed Charges

Water Meter SDCWA Infrastructure Fire Line / Meter

Meter Size Service Charge Access Charge @ Service Charge @
5/8" - 3/4" $ 37.39 $ 5.52 $ 7.95
1" $ 55.05 $ 8.83 $ 7.95
1 1/2" $ 98.82 $ 16.56 $ 8.97
2" $ 151.55 $ 28.70 $ 15.63
3" $ 274.67 $ 52.99 $ 39.55
4" $ 450.52 $ 90.52 $ 80.79
6" $ 889.76 $ 165.60 $ 228.82
8" $ 1,417.05 $ 287.04 $ 484.14

Residential and Non-Residential Commodity Rates ¥ ® ©®

Customer Class Tier Rate Block Rate
Single-Family Residential (SFR) Tier | 0-12 $ 3.05
Tier Il 13-20 $ 4.83
Tier 1l 21-40 $ 5.98
Tier IV 41 + $ 6.80
SFR -w- Agriculture Tier IV 41 + $ 5.98
SFR -w- Commercial Tier IV 41 + $ 5.98
Multi-Family Residential (MFR) Tier | 0-8 $ 3.05
(rate block per dwelling unit) Tier Il 9-12 $ 4.83
Tier 1l 13-16 $ 5.98
Tier IV 17 + $ 6.80
MFR -w- Agriculture Tier IV 17 + $ 5.98
MFR -w- Commercial Tier IV 17 + $ 5.98
Agriculture Uniform $ 5.17
Commercial Uniform $ 5.17
Public Uniform $ 5.66
Government Uniform $ 5.66
Landscaping Uniform $ 5.97
Construction Uniform $ 6.08

RECYCLED WATER RATES
Monthly Fixed Charge Commodity Rates @
Water Meter

Meter Size Service Charge Customer Class Tier Rate
1" $ 27.52 Agriculture Uniform $ 3.80
1 1/2" $ 49.41 Commercial Uniform $ 3.80
2" $ 75.77 Public Uniform $ 4.17
3" $ 137.33 Government Uniform $ 4.17
4" $ 225.26 Landscaping Uniform $ 4.39
6" $ 444.88 Construction Uniform $ 4.47

(1) Potable Water Meter Service Charge billed bi-monthly to each customer based on the size of the water meter at their location.

(2) Infrastructure Access Charge (IAC) is a bi-monthly pass-through charge from the San Diego County Water Authority, updated on January 1st of every calendar year.

(3) Fire Meter Service Charge billed bi-monthly to customers with a separate fire meter/line, based upon the size of the fire meter/line at their location.

(4) Residential Commodity Rates billed per unit of water consumed, based upon a tiered rate structure.

(5) Multi-Family tier rate blocks multiplied times the number of dwelling units on the property.

(6) SFR and MFR customers with qualifying agriculture or commercial uses pay corresponding Tier | through Tier Ill rates while reverting to the respective rate for Tier IV.

(7) Non-Residential Commodity Rates billed per unit of water consumed, based upon a uniform rate structure.

(8) Recycled Water Meter Service Charge billed monthly to each customer based on the size of the recycled water meter at their location

(9) Recycled Water Commodity Rates billed per unit of water consumed, based upon a uniform rate structure at 85% of the corresponding potable water commodity base rate.

Note: One (1) unit of water is equal to one (1) hundred cubic feet (HCF) of water or 748 gallons.

* Water rates are effective with all bills sent after February 1, 2016, per Resolution No. 2016-01, approved by Board action on January 20, 2016.
* Drought rates effective per Board action on May 20, 2015 and continued by Board action on January 20, 2016.



	San Dieguito Water District 2014
	San Dieguito Rate Study 2015
	San Dieguito Water District 2016
	New


