City of Del Mar
Staff Report
TO:

Honorable Mayor and City Council Members

FROM:

Bryce Wilson, Management Analyst
Monica Molina, Finance Manager
Joe Bride, Public Works Director
Ashley Jones, Administrative Services Director
Kristen M. Crane, Assistant City Manager
Via Scott W. Huth, City Manager

DATE:

March 18, 2019

SUBJECT:

Overview of Proposed Water Rates

REQUESTED ACTION/RECOMMENDATION:
Receive staff presentation, review, and direct staff to proceed with the required
Proposition 218 public noticing process for recommended water rates effective July 1,
2019.
EXECUTIVE SUMMARY:
Among the municipal services that the City of Del Mar provides are the functions of water,
wastewater, and clean water (storm water pollution prevention). These utility services
are funded exclusively from fees/rates charged to the City’s utility customers related to
their use. The City maintains separate water and wastewater enterprise funds, each with
its own rate stabilization, operating, capital, self-insurance, and pension reserves. Each
of the enterprise funds is to be revenue neutral, meaning that the amount of revenue
collected should be sufficient (and no greater) to cover the cost for providing service,
including the costs for maintenance and operation of the system, capital equipment
replacement, capital infrastructure system rehabilitation or necessary expansion, and the
purchase/contract of services from other agencies (e.g., the cost for water treatment and
transportation outside of Del Mar). Revenue generated from any of these areas (e.g.,
water, wastewater, and clean water) may only be used to fund expenditures related to
providing those services.
The City’s water services are provided by the City’s Public Works Department, serving
1,896 water meters, consisting of 1,435 single family residential, 189 multi-family
residential, 131 irrigation-only, 111 commercial/institutional/other, 27 City facilities, and
the Fairgrounds. These accounts range from 5/8” to 10” meter sizes, with the vast majority
served by 1” and smaller meters. In maintaining the City’s water system, the most
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important goals are public health and safety, and reliability, while at the same time being
cost effective.
The City consumes approximately 1,000 acre-feet (AF) of water per year. The City is a
member agency of and purchases raw water from the San Diego County Water Authority
(SDCWA). SDCWA purchases its water from the Metropolitan Water District of Southern
California (MWD), who in turn receives the majority of its water supplies from the
California State Water Project and from the Colorado River Aqueduct.
Wholesale water treatment and transportation services are provided to the City of Del Mar
by the City of San Diego. The City’s water system has approximately 22 miles of water
pipelines and 4 reservoirs.
The City of Del Mar is in the process of setting water rates to take effect July 1, 2019.
New rates for these services were last established in 2014, which included a five-year
rate plan with annual adjustments each year on January 1st.
The last scheduled rate adjustment for water services occurred on January 1, 2019.
Based on the cost of doing business and increased costs to purchase, treat, and deliver
water, in order to collect sufficient revenue to cover the cost of service, a rate adjustment
needs to occur on July 1, 2019, with an additional adjustment on January 1, 2020.
The five-year rate schedule adopted for Water rates in 2014 was prepared by Carollo
Engineers using a rate model that they developed. The proposed rate schedule for
consideration now is essentially an update to the 2014 model approved by the City
Council and Finance Committee. Attachment A includes the cost of service study
completed by Carollo Engineers (“consultant”) and the proposed five-year rate schedule.
In 2014, the anticipated necessary annual revenue increases for water services were as
follows:

Annual Total Revenue
Adjustment
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Looking ahead, the necessary annual revenue adjustment to cover the cost for providing
service is as follows:
2019

2020

2021

2022

2023

2024

$8.03

$7.31

$8.18

$8.63

$8.74

$9.43

6%

5%

5%

5%

5%

5%

Monthly Cost Increase
for Typical Customer
(Based on 17 units
bimonthly water use)
Necessary
Total Revenue
Adjustment

* The 2020 monthly cost represents an effective cumulative rate increase of approximately 9%, due to the six months
additional revenue collected from 6% increase implemented from July-December 2019, with the subsequent 5%
adjustment in January 2020.

The proposed water rates and cost of service study were reviewed by the Finance
Committee on February 26, 2019. They supported the recommended rates, but
recommended deferring action on the concept of a surcharge for automated meters
pending completion of a cost-benefit analysis.
DISCUSSION/ANALYSIS:
In fall 2014, the City adopted a five-year rate schedule for water rates. The City is in the
final year of the Council-adopted five-year water rate schedule approved under the
requirements of Proposition 218. Staff has completed what is called a “cost of service
study,” which includes evaluating projected costs to purchase, treat, and deliver raw
water, as well as City operating and capital costs and projected revenues.
Not including capital projects, annually, the City spends more than $3.24 million on water
service for the external and local (internal) components. In addition, over the five-year
rate study, the City is forecasted to spend nearly $1.78 million on water system capital
projects.
The City has minimal ability to control the external costs of the utility. Currently this
amount is approximately 48% of costs; by 2024, it is expected to be 54% of annual
operating costs. These include the costs for buying raw water from the San Diego County
Water Authority (SDCWA), and the cost of contracting with the City of San Diego to treat
the raw water to potable drinking water quality at the Miramar Water Treatment Plant and
using the City of San Diego’s pipeline to transport the water to Del Mar since the City
does not have its own water treatment plant.
The City’s cost to buy raw water has increased approximately 19% since 2014, up from
$764 per acre-foot in 2014 to $909 per acre-foot in 2019. This is just for the cost of each
acre-foot of raw water the City buys; there are additional fixed costs paid each month to
SDCWA, amounting to $36,562 per month for calendar year 2019, for items such as
system capacity, regional water supply diversification projects, emergency reliability
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projects, public education, and water conservation programs. These costs have also
risen in recent years and are forecasted to increase further in the next few years. Del
Mar also pays City of San Diego to treat the raw water and to transport it to Del Mar.
Looking ahead to 2024, the blended cost for purchasing, treating, and transporting water
is conservatively projected to increase by approximately 4.0% each year. There are some
uncertainties surrounding the cost for water which will manifest in the coming years that
have not been incorporated into these rate projections because the unknown factor is too
great. For example, the potential impact on regional water rates as a result of any future
mandated treatment costs and the cost for any significant State projects related to the
Sacramento-San Joaquin River Delta.
The City uses its position on the governing board of the San Diego County Water Authority
and its relationship with the City of San Diego Public Utilities Department staff to advocate
for cost-efficiency. Additionally, the City has taken many steps to reduce internal costs
for operations, and maintenance.
In general, factors that drive the costs for water rates are as follows:
SDCWA
 Cost for raw water
External
Factors

City of San Diego
 Cost for water treatment
 Cost to bring water to Del Mar
 Operational costs

Internal
Factors

 Maintenance and rehabilitation of local
infrastructure
 Administrative costs

The other critical component of the rate-setting process involves analyzing water
consumption patterns by customer-type, meter size, and the associated impact on water
revenues.
Factors that Impact Rates for Water Services
A key aspect of the rate setting process is anticipating projected internal and external
costs for the forthcoming five-year period. Since there is uncertainty, operational
assumptions are made and used as guideposts for structuring the rate model.
Some of the dynamics impacting the anticipated rates are:
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Projected Water Use for Future Years
This is a very important factor because a portion of user rates for water services
are paid by customers based on how much water they use. If water use is
significantly less than projected, less revenue will be collected. While costs to
purchase, treat, and transport water also decrease when less water is used, fixed
costs to operate and maintain the system remain constant regardless of how much
water is used. Therefore, when customers conserve more water, the City has to
accurately anticipate that reduction and factor that into the rate setting process,
otherwise, less revenue will be collected than is necessary.
The previous rate case anticipated water use would be about 1,080 acre-feet. In
actuality, the average annual potable water use from 2014 - 2018 was about 977
acre-feet, impacted by the three years of drought restrictions on water use.
Although drought restrictions were in effect during the previous five-year rate
period, the City did not implement drought rates, which were part of the rates
approved in 2014. By the City not implementing drought rates during this
period, the Water Fund absorbed a significant revenue reduction (estimated
to be about 10%) while incurring increased operational costs. The
combination of the two dynamics (reduced water use and not implementing
drought rates) restricted cash flow for the Water Fund; therefore, the City slowed
its capital expenditures and used a portion of the reserves so expenditures would
not exceed revenues. This dynamic is a factor effecting the proposed rates, in
order to both replenish reserves and provide sufficient revenue for necessary water
system capital projects.
Modeling for the proposed five-year rate period assumes water use for 2019
through 2024 will be 1,000 acre-feet. The consultant and City staff believe that
1,000 acre-feet per year is more representative of normal consumption now that
the drought restrictions on water use have been lifted. Potable water use in FY
2017 (last year of drought) was 939 acre-feet. It is important to note that water
use in Del Mar has remained at record lows since 2009. This volume of
anticipated water consumption is about 8% less than the previous rate case,
which has impacts on rates due the system fixed costs being spread over
less water use.
While the variable rate is generally limited to covering variable costs, there are
some fixed costs apportioned to the variable rate; otherwise the rate structure
would not meet the guidelines of the American Public Works Association (APWA),
which recommends maximizing the variable rate in order to financially incentivize
efficient water use.
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Capital Projects to Rehabilitate Water System Infrastructure
As stated earlier, the most critical goals associated with providing water services
are public health and safety, as well as reliability. Accordingly, proactive
maintenance and rehabilitation of the system infrastructure is essential. Proactive
rehabilitation work is also much more cost effective than emergency repairs.
Public Works staff has identified a list of anticipated capital projects for the water
system over the coming five years (Attachment B), identified as part of the system
master plan efforts, amounting to nearly $1.78 million over the five-year rate study.
This program is also used to make necessary infrastructure repairs, such as the
$907,000 being expended to repair the San Dieguito River bridge pipeline. Other
projects include upsizing a pressure reducing station and water valve
replacements. The rate model projects that the City will spend between $350,000
and $390,500 each year on capital replacements within the system. This amount
is consistent with what the City should be replacing based on the lifecycle of
pipelines and other infrastructure.



Personnel Costs
Modeling used to develop the proposed rates assumes a 3% annual increase for
salaries, 7.5% for the first 3 years and 7% for the last 2 years for health care costs,
and 13% for pension costs, which is consistent with the assumptions used for the
City’s 30-year financial model.

Utility Service Enhancement Option
In the recent past, the community has expressed an interest in the City implementing
smart water meter technology. In addressing this issue, on a limited basis thus far, staff
has explored various options to measure the viability and feasibility of installing
Automated Meter Infrastructure (AMI). Based on initial cost estimates, staff has found the
estimated cost to install an AMI system to be approximately $1.1 million.
That cost includes the likely need to replace all or many individual water meters and
strategically placing necessary infrastructure around the community (e.g., radio
transmitters) to capture the meter information), along with other ancillary components
(e.g., potential modifications to the City’s billing system).
Rather than adding this significant capital expense to the regular water rates, one option
considered to fund the AMI program was a temporary capital surcharge based on meter
size. A fixed surcharge based on meter size would result in an annual charge of $67.44,
or a monthly fee of $5.62, for a customer with a 5/8” meter. Fees would increase for larger
meters based on meter size equivalency. This surcharge would remain in place for five
years to fund this investment and then it would sunset.
At the February 26, 2019 Finance Committee meeting, the surcharge option was
presented, but the committee felt the need for additional information before they could
render an opinion on the issue. They requested that staff come back at a future meeting
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with a detailed cost-benefit analysis. Based on timing to complete a thorough analysis
and more detailed exploration of options, the AMI implementation surcharge option will
not be included as part of the recommended rates and could be instead reconsidered as
part of the next five-year rate update.
Steps for Determining Recommended Rates
Although rate-setting is complex, it can be broken into these steps:


Revenue Requirements
The revenue requirement analysis is the initial step, serving as the initial diagnostic
of the utility’s financial health. The analysis compiles and evaluates all of the
agency’s expenses and other operating requirements, such as reserve
contributions, and establishes a baseline revenue need.
As these expenses increase over time due to cost escalation and capital needs,
the revenue requirements analysis determines if projected rate revenues are
adequate to recover the utility’s costs. If revenues fall short of the revenue
requirement at any point in the projection, it signals that the agency is in need of a
revenue increase.
Because Del Mar is setting rates for a five-year period and exact costs are
unknown for outlying years, costs for year one are determined and an escalator
factor is applied for years two through five, either using the consumer price index
(CPI) or consistent with the 30-year financial projection model for the City’s
General Fund.
Projecting costs also includes looking at the internal service charges attributable
to the Water Fund. For example, this program utilizes certain general government
internal services, such as Human Resources, Information Technology, City Clerk’s
Office, and Finance, which are otherwise charged to the General Fund. This is
applicable for all non-General Funds. The current rate analysis included updating
the City’s cost allocation model reviewed by the Finance Committee and approved
by the City Council in 2009 and used again in 2014 to determine the applicable
internal service administrative charges for the Water Fund for fiscal years 2019
through 2024. Costs for years 2020 through 2024 are calculated using a 3%
escalator, which is the weighted inflation rate of applicable costs consistent with
the City’s 30-year financial projection model.
The performed methodology to establish annual rate revenue needs is consistent
with industry standards established by the Principles of Water Rates, Fees and
Charges: Manual of Water Supply Practices Ml (the “Ml Manual”), which is
published by the American Water Works Association.
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This step also includes reviewing the reserve accounts for the Water Fund. The
main categories of reserve accounts and corresponding recommended levels are
identified below:

Reserve Type

Recommended Amount
(Approximate)

Description

Also referred to as “fund balance”
or “retained earnings”

Available cash (or deficit cash)
above the reserves used for ongoing operating expenditures or
capital needs

Bond Security/
Loan Reserve1

One-year worth of payment for
outstanding bond debt service

Equal to one-year of
outstanding debt service

Pension Reserve2

Reserve account for anticipated
pension obligations

Escalates annually consistent
with City-wide Pension Reserve
Model

Rate Stabilization1

If revenues are far less than
anticipated, rate stabilization
funds off-set the financial volatility
on the Fund

Maintain balance of $200,000

Capital
Replacement1

Set-aside funds for unanticipated
significant repairs

$350,000 annually

Net Position

45-days

Operating Reserve1

Equipment
Replacement

Accumulated depreciation for
existing equipment minus the cost
for equipment that needs to be
purchased

Maintain balance of $200,000

Self-Insurance
Reserve2

Reserve for self-insured retention
for insurance claims

Maintain balance of $50,000

1
2

8

Set as a portion of operating
costs.

Adjusts in model based on cash
flow; if necessary, increases
revenue requirement to achieve
45-day reserve. If the model
calculates the operating reserve
at more than 45-days, the
difference above transfers to net
position.

Reserve categories and thresholds established by the previous rate study.
New reserve category for Water Fund.
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Water Demand Analysis
Forecasting water sales and purchases is a critical component in the rate setting
process. Carollo Engineers evaluated the previous nine years of billing data to
examine historical water demand patterns and potential developing trends. This
analysis assumes increases in water demand are expected to be offset by
conservation. Additionally, it is assumed that account growth is negligible through
the projection period as the City is almost entirely built out.
Since water sales were lower than projected as part of the previous rate study due
to the drought and water restrictions being in effect but the City did not implement
drought rates, it is estimated that water revenues were down by approximately
10%. The current proposed rates reflect replenishing reserves as a result of that
dynamic and moving forward with necessary proactive capital infrastructure
system rehabilitation projects.



Functional Cost Analysis
After determining a utility’s revenue requirements, the next step is to allocate costs
to functional categories, effectively known as the cost‐of‐service analysis because
of its role in developing a cost to serve each customer class and tier. The end goal
of this analysis is to delineate how much of the utility’s costs benefit any given
group, placing all of the expenses in an earmarked “bucket.” With that figure, the
rate calculation that follows becomes as simple as dividing the bucket by the
appropriate units (units of water, accounts, etc.) for each customer class and tier.



Rate Design Analysis
The final part of the analysis is the rate design. The rate design develops a rate
structure that proportionately recovers costs from customers. The final rate
structure and rate recommendations are designed to fund the utility’s long‐term
projected costs of providing service and to proportionally allocate costs to all
customers. Based on the current usage patterns and cost of service allocations,
the consultant has suggested the following:
1. Implement the proposed Cost of Service allocations:
The cost-of-service analysis includes updated allocations based on recent
changes to customer demand patterns and the City’s cost structure. Once the
functional components have been defined, costs are allocated to each
component on a line-item by line-item basis. The functionalized costs include
the system's existing operating and maintenance (O&M) expenditures, water
supply costs, rate-funded capital (FAR funding) costs, and offsetting revenues.
The cost-of-service analysis has been completed using a 5-year average
functional allocation based on costs for FY 2019-20 through FY 2023-24.
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2. Update the rate structure with the following changes:
a. Update the rate structure for the Single Family Residential class to use
a two-tiered structure rather than the current three-tiered structure. The
consultant’s analysis of customer usage patterns and the City’s cost
structure led the consultant to recommending the simplified tier
structure of two tiers instead of three.
b. Create a unique rate class for irrigation customers to reflect their
higher peak consumption as compared to other non-residential
customers.
3. Retain a uniform commodity rate structure for commercial, institutional, and
governmental users as well as the Fairgrounds.
A financial model is used to enter all of the necessary data, including recent customer
water use data. To generate the necessary revenue in a way that is financially sound and
equitable to customer classes, this model calculates the necessary retail charges for fixed
and variable rates based on customer class, meter size, and usage tier.
In determining the proposed water rates for 2019-2024, staff and the rate consultant used
the same financial rate model functions and the same principles as were recommended
and approved by the City Council in 2014.
Overview of Rate Changes
Based on estimated revenues and expenditures for 2019-2024, an overall revenue
adjustment is necessary for the Water Fund according to the following schedule. The first
adjustment would take effect July 1, 2019, with additional adjustments occurring on
January 1 of each subsequent year through 2024:
2019

2020

2021

2022

2023

2024

$8.03

$7.31

$8.18

$8.63

$8.74

$9.43

6%

5%

5%

5%

5%

5%

Monthly Cost
Increase for
Typical Customer
(Based on 17 units
bimonthly water
use)
Necessary
Total Revenue
Adjustment

The correlating retail rates for residential and commercial water customers to achieve
these revenue amounts are identified in the Carollo report starting on page 40, including
a sample calculation for a typical residential customer.
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Below is a chart of what a typical bill would like with the proposed increase, and as a
comparison to what the typical customer pays in other regional agencies. Del Mar rates
tend to be on the higher end of rates within the region, primarily due to a small customer
base in which to spread fixed costs of the utility.

Bi-Monthly Bill

$250

SINGLE FAMILY BILL COMPARISON
(5/8" Meter and 17 HCF)

$200
$150
$100
$50
$-

Fixed Charge

Commodity Charge

Additional Commodity Charge

Regional Average (excludes Del Mar)

In addition, Chapter 21.70 of the Del Mar Municipal Code identifies a drought rate
structure which may be implemented by the City Council during times of declared drought
conditions (Stage 2, 3, or 4). These rates are calculated by formula in proportion to the
normal rate structure to assure adequate revenue for cost recovery and to encourage
conservation. Updated drought rates will be included as part of the upcoming public
hearing process, so they are available if it is necessary for the City to implement them.
Next Steps
Following the introduction of the proposed five-year rates and the cost of service study to
the City Council on March 18, 2019, the next step will be to send a notice with the
proposed rates to all property owners and utility customers 45-days in advance of a public
hearing that will be scheduled for May 20, 2019, in accordance with the process set forth
by Proposition 218. The purpose of the public hearing on May 20, 2019, will be for the
City Council to adopt the proposed rates by ordinance, unless there is a majority protest
(in writing). A second reading will be scheduled for June 3, 2019, and the new rates
would take effect 30 days thereafter.
FISCAL IMPACT:
In order to collect sufficient revenue to cover the cost of providing water service, it is
necessary for a rate adjustment to take effect July 1, 2019, with an additional increase to
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take effect on January 1, 2020 and on January 1 of the subsequent four years. The
proposed five-year rate adjustments will allow the Water Fund to balance its annual
operating budget while building-up available cash for future capital costs and stabilizing
rates for customers.
Table 9 on page 22 of Attachment A (the Carollo Water Cost of Service Report) shows
the projected cash flows for the utility without the rate change. It depicts that over the five
years of the rate schedule, expenditures exceed revenues for all five years (unbalanced
budget), all available cash is depleted, and there is a negative balance for total revenues
of (-$642,000) by the end of the fifth year.
The Carollo Report shows the proposed rate adjustments and the effect of annually
balancing the budget and maintaining positive cash flow starting on page 22. If the
proposed rate adjustments are not approved and all other services and projects are
maintained, then the Water Fund will not be adequately funded and at risk.
ENVIRONMENTAL IMPACT:
This is not a project as defined by CEQA.
ATTACHMENTS:
Attachment A – Carollo Water Cost of Service Study Draft Report
Attachment B - Water Fund Capital Improvement Program – FY 2019–FY 2024
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GLOSSARY
AC

acre

AFY

acre-feet per year

ADD

average day demand

BOD

biochemical oxygen demand

Carollo

Carollo Engineers, Inc.

cf

cubic feet

cfs

cubic feet per second

CWP

Clean Water Program

DPD

default percentage discharge

EDU

equivalent dwelling units

ERD

equivalent residential units

°F

Fahrenheit

ft

feet

FYE

fiscal year ending

gpcd

gallons per capita day

gpd/ac

gallons per day per acre

HCF

hundred cubic feet

μg/L

micrograms per liter

MDD

maximum day demand

MG

million gallons

µg/L

micrograms per liter

mg/L

milligrams per liter

mgd

million gallons per day

MinDD

minimum day demand

MinMD

minimum month demand

MMD

maximum month demand

msl

mean sea level

O&M

operations and maintenance

PHD

peak hour demand

PS

pump station

psi

pounds per square inch

RO

reverse osmosis

SCADA

supervisory control and data acquisition

SRF

State Revolving Fund

TSS

total suspended solids

WRF

water reclamation facility

WWTP

wastewater treatment plant

WTP

water treatment plant
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1. Introduction
The City of Del Mar (City) retained Carollo Engineers to conduct a Water and Wastewater Cost of Service
Study (COSS) for Fiscal Years (FY) 2019/20 through 2023/24. The study included the development of a fiveyear financial projection and comprehensive cost-of-service rate analysis, including water and wastewater
rate structures. To develop updated user rates, an in-depth study of the utility’s revenue needs, customer
usage characteristics, capital improvement program (CIP), and additional future drivers of service costs and
revenue was conducted. This report documents the methodology and assumptions used to develop the
financial projection and cost of service analysis and summarizes the proposed water rates and the resulting
customer impacts.
The City is in its final year of a 5-year water rate schedule that was adopted based on a study completed in
2014. After the completion of the previous study, the prolonged drought led to State mandated water
conservation measures and subsequent revenue shortfalls for the City. In April 2017, the California Governor
lifted the Drought State of Emergency in most of California, however, the conservation efforts continue.
Prohibition on wasteful practices is retained, and demand hardening has led to permanent conservation. In
light of these changes, the rate structure will be updated to reflect this “new normal” in water consumption.

Background
The City encompasses two square miles of residential and commercial properties and also includes the 22nd
District Agricultural Association, which operates the Del Mar Fairgrounds (Fairgrounds). The City’s
population is currently estimated at 4,300 residents. The City provides municipal services, such as planning,
code enforcement, clean water program management, engineering, business licensing, water and
wastewater utilities, fire protection, lifeguard patrol, public works services, and parking enforcement. The
City’s internal services include finance, HR, IT, and project management. The City maintains separate water
and wastewater enterprise funds, each with its own rate stabilization, operating, capital, self-insurance, and
pension reserves.

The Water System
The City’s water services are provided by the City’s Public Works Department. The Water Utility provides
services to 1,896 water meters, consisting of 1,435 single family residential, 189 multi-family residential, 131
irrigation-only, 111 commercial/institutional/other, 27 City connections, and the Fairgrounds. These
accounts range from 5/8” to 10” meter sizes with the vast majority served by 1” and smaller meters.
The City consumes approximately 1,000 acre-feet (AF) of water per year. The City is a member agency of,
and purchases raw water from the San Diego County Water Authority (SDCWA). SDCWA purchases its
water from the Metropolitan Water District of Southern California (MWD), who in turn receives the majority
of its water supplies from the California State Water Project and from the Colorado River Aqueduct.
Wholesale water treatment and transportation services are provided to the City of Del Mar by the City of San
Diego. The City’s water system has approximately 22 miles of water pipelines and 4 reservoirs.
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Current Water Rates and Fees
The City’s current rate structure consists of a bi-monthly fixed charge per meter; and a variable rate per
hundred cubic feet (HCF) of water consumed (one HCF equals 748.05 gallons). Customers are billed bimonthly. The three-tiered variable rate structure based on water consumption was adopted for single family
and multifamily customers in 2009. Table 1 below summarizes the City’s existing bi-monthly fixed and
variable rates.
Table 1: Existing Rate Structure
Fixed Rates

Variable Rates

Jan 1, 2019
City Customers

Jan 1, 2019
Single Family Residential

Meter Size

Tier 1 (1-28 HCF1)

$4.72

Tier 2 (29-84 HCF)

6.08

Tier 3 (85+ HCF)

9.08

5/8”

$63.22

¾”

94.84

1”

158.04

1.5”

316.10

Tier 1 (1-8 HCF)

$4.08

2”

505.74

Tier 2 (9-28 HCF)

4.95

3”

1011.48

Tier 3 (29+ HCF)

6.80

4”

1580.42

Commercial/Institutional

5.33

Irrigation

5.33

Fairgrounds

5.33

Fairgrounds

$48,789.68

Multifamily Residential per Dwelling Unit

NOTE:
(1) Hundred cubic feet

Since the adoption of the current rate structure, the customer consumption patterns have significantly
changed. Based on the new consumption patterns, the proposed rates utilize a two-tier structure for single
family residential customers and uniform rate for multifamily residential.
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Overview of Rate Setting Process
Rate analyses are typically performed periodically in order to establish the adequacy of the existing cost
recovery levels to provide system revenues sufficient to fund utility operations, maintenance, and reserves
for future replacement and enhancement capital needs. In California, water rates must adhere to the costof-service requirements imposed by Proposition 218 and the State Constitution. Proposition 218 requires
that property-related fees and charges, including water and wastewater rates, do not exceed the reasonable
and proportional cost of providing the service.
Carollo uses a four-step approach when conducting cost-of-service analyses, taking into consideration
relevant legal standards and industry guidelines. Each step in this process shapes the subsequent step,
ultimately resulting in a fair, equitable, and well-documented route to the final rate calculation. While the
process is shown in a linear step-by-step approach, this is really an iterative process where the ultimate
objective is to balance revenues with costs. The process presented below is advocated by the American
Water Works Association (AWWA), a national industry trade group that makes recommendations on
generally accepted practices in the water industry.

Revenue Requirement Analysis
Compares existing revenues of the utility to its operating, capital reserves, and policy driven
costs to establish the adequacy of the existing cost recovery levels.

Water Demand Analysis
Forecasts water sales based on historical billings, modifications to the rate structure, and any
regulatory restrictions.

Functional Cost Analysis
Identifies and apportions annual revenue requirements to functional rate components based
on its application of the utility system.

Rate Design Analysis
Considers both the level and structure of the rate design to collect the distributed revenue
requirements from each class of service.

Step 1: Revenue Requirement Analysis
The revenue requirement analysis is the initial step, serving as the initial diagnostic of the utility’s financial
health. The analysis compiles and evaluates all of the agency’s expenses and other operating requirements,
such as reserve contributions, and establishes a baseline revenue need.
As these expenses increase over time due to cost escalation and capital needs, the revenue requirements
analysis determines if projected rate revenues are adequate to recover the utility’s costs. If revenues fall
short of the revenue requirement at any point in the projection, it signals that the agency is in need of a
revenue increase.
The performed methodology to establish annual rate revenue needs is consistent with industry standards
established by the Principles of Water Rates, Fees and Charges: Manual of Water Supply Practices M1 (the “M1
Manual”), which is published by the AWWA.
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Step 2: Water Demand Analysis
Forecasting water sales and purchases is a critical component in the rate setting process. Carollo evaluated
the previous five years of billing data to examine historical water demand patterns and potential developing
trends. This analysis assumes any increases in water demand are expected to be offset by conservation.
Additionally, it is assumed that account growth is negligible through the projection period as the City is
almost entirely built out.

Step 3: Functional Cost Analysis
After determining a utility’s revenue requirements, the next step is to allocate costs to functional categories,
effectively known as the cost-of-service analysis because of its role in developing a cost to serve each
customer class and tier. The end goal of this analysis is to delineate how much of the utility’s costs benefit
any given group, placing all of the expenses in an earmarked “bucket.” With that figure, the rate calculation
that follows becomes as simple as dividing the bucket by the appropriate units (units of water, accounts,
etc.) for each customer class and tier.

Step 4: Rate Design Analysis
The final part of the analysis is the rate design. The rate design develops a rate structure that
proportionately recovers costs from customers. The final rate structure and rate recommendations are
designed to fund the utility’s long-term projected costs of providing service and proportionally allocate costs
to all customers.

Forward-Looking Statement
The projections and forecasts of this analysis are based on reasonable expectation of future events. Should
the proposed revenue increases be delayed or postponed, or cost escalation, operating expenditures, or
capital needs exceed the forecasted levels prior to FY 2023/24—that is, if revenues do not materialize as
projected—the City might be required to begin a new Proposition 218 process to increase rates above
currently projected levels.
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2. Water Revenue Requirements
The adequacy of the existing rate structure can be measured by comparing revenue requirement projections
against revenue projections under existing rates. If revenue projections under existing rates do not meet
forecasted requirements, rates need to be adjusted.
The first step in a rate analysis is to forecast revenue requirements. This analysis has two main purposes:



It serves as a means of evaluating the City’s fiscal health and adequacy of current rate levels.
It sets the basis for near- and long-term rate planning.

The City’s FY 2018/19 budget was used as the base year for system revenues, while the FY 2017/18 actuals
were used as the base year for Operations and Maintenance (O&M) costs. In addition, the foundation of the
analysis is based on relevant financial information provided by the City including: current reserve ending
fund balances, the budgeted capital improvement plan expenditures other future expenses, and revenues,
reserves and other financial policies, and other miscellaneous financial information.
The revenue requirement forecast is derived from five major cost components: O&M, Annual Debt Service,
Policy Requirements & Coverage, Capital Expenditures, and Offsetting Revenues.
Typically, there are two tests utilized to define the annual revenues necessary to provide both sufficient (1)
cash flow and (2) bond coverage. These sufficiency tests are commonly used to determine the amount of
annual revenue that must be generated from an agency’s rates.




Cash Flow Sufficiency Test defines the amount of annual revenues that must be generated in order
to meet annual expenditure obligations of the utility. The test identifies projected cash
requirements in each given year. Cash requirements include O&M expenses, policy-driven additions
to reserves, miscellaneous capital outlays, replacement funding, and rate-funded capital
expenditures. These expenses are compared to total annual projected revenues. Shortfalls are then
used to estimate needed rate increases.
The Bond-Coverage Sufficiency Test measures a utility’s ability to meet legal and policy-driven
revenue obligations. Given the utility’s existing debt obligations, each is required to collect sufficient
funds through rates to meet all on-going O&M expenses as well as multiple (typically 1.1 to 1.5 ) of
each utility’s total debt-service requirements due in a year. Because the City’s water utility does not
have outstanding debt obligations and no future debt is expected, the bond coverage test is not
applicable and has not been applied to the revenue requirement calculations for this Study. The
City’s current strategy of cash funding capital projects will provide revenues for debt coverage in the
event that the City decides to debt fund capital projects. If the City does opt to debt fund capital
projects, it should analyze whether sufficient funds will be available for debt coverage.

[DRAFT] | MARCH 2019| 11

23

March 18, 2019

Item 11

Draft Water Cost of Service Report | DEL MAR

Growth and Water Demand
Water Production and Usage
Water sales are the City’s primary source of water revenues as well as a primary driver of water expenditures;
thus, it is critical to examine and analyze potential shifts in short- and long-term water demands. The study
evaluated the previous five years of billing data to examine historical water demand patterns and potential
developing trends.
The 2014 rate study that developed the City’s existing rates assumed that water demands would result in
water purchases from SDCWA of 1,085 AFY. However, as illustrated in Figure 2-1 continuing water
conservation has led to decreased water purchases over the last 4 years, with the largest reduction occurring
in FY 2015/16 during the drought. Though some rebounding occurred in FY 2016/17 and FY 2017/18,
demands have not reached the levels projected during the previous rate study due to demand hardening and
permanent conservation. The revenue requirement, cost-of-service, and rate analyses have been developed
under the assumption that the City’s water purchases for FY 2017/18 through FY 2022/23 will hold steady at
1,000 AFY.

ANNUAL WATER PURCHASES
PROJECTED 1,000 AFY

1,200

Acre-Feet

1,000

1,085
961

899

939

1,000

1,000

1,000

1,000

1,000

1,000

800
600
400
200
-

Figure 1: Annual Change in Water Purchases
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The SDCWA, MWD, and the City of San Diego typically update their rates and charges each year based on
their costs. Over the study period, water supply costs for Del Mar are expected to increase by about 16.2
percent from about $1.84 million in FY 2019/20 to $2.13 million in FY 2023/24. Table 2 presents the projected
water supply costs for each year of the study period. A detailed projection of water supply costs is included
in Appendix A.
Table 2: Projected Water Supply Costs

FY 2019/20

FY 2020/21

FY 2021/22

FY 2022/23

FY 2023/24

$15,100
$55,700

$15,700
$57,900

$16,300
$60,300

$17,000
$62,700

$17,600
$65,200

$153,900

$160,000

$166,400

$173,100

$180,000

Fixed Supply Costs
Annual Capacity Reserve Charge
Annual Customer Service Charge
Annual Emergency Storage
Charge
Supply Reliability Charge
San Diego Capacity Charge***
Readiness to Serve Charge
Infrastructure Access Charge 1
Total Fixed Supply Costs:
Variable Supply Costs
Raw Water Supply
Treatment and Delivery
Total Variable Supply Costs:

$71,700
$18,400
$41,000
$92,300
$448,100

$71,700
$18,400
$42,600
$96,300
$462,600

$71,700
$18,400
$44,400
$100,400
$477,900

$71,700
$18,400
$46,100
$104,700
$493,700

$71,700
$18,400
$48,000
$109,200
$510,100

$1,050,100
$337,100
$1,387,200

$1,092,100
$350,600
$1,442,700

$1,135,700
$364,600
$1,500,300

$1,181,200
$379,200
$1,560,400

$1,228,400
$394,400
$1,622,800

Total Water Supply Costs:

$1,835,000

$1,905,000

$1,978,000

$2,054,000

$2,133,000

Water Customer Classes
The City’s water customers are each assigned to one of four customer classes. Each class was analyzed
independently to determine, and account for, distinct consumption patterns. Monthly and seasonal demand
patterns were analyzed to establish overall consumption characteristics and each class’s use of the system.
Table 3 below presents the number of accounts (meters) served, the number meter equivalent units, and a
qualitative description of consumption characteristics for each rate class. Appendix B shows a detailed
summary of the customer billing data that was analyzed for the rate setting process.
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Table 3: Customer Classes
Accounts/
Meters

Customer Class

MEUs

Single Family
Residential

SFR

1,443

1,859

Multi-Family
Residential

MFR

189

459

Commercial,
Institutional, City

CI

122

352

Irrigation

IRR

131

279

Fairgrounds

FG

3

320

Consumption Characteristics
Meters typically serve only one residence;
consumption peaks in summer months due to
increased outdoor usage.
Each meter serves multiple units; consumption is
relatively flat throughout the year due to minimal
outdoor use. Pattern closely matches commercial
accounts.
Meters serve business, municipal facilities, and
institutional users; consumption is relatively flat
throughout the year due to minimal outdoor use.
Meters serve outdoor irrigation-only,
consumption peaks significantly in the summer.
Used primarily for outdoor irrigation;
consumption peaks significantly in summer.

Customer billing data from FY 2013/14 through FY 2016/17 served as the basis for the customer allocations
and rate design performed for the cost-of-service analysis. The historical billing data and the City’s overall
expected purchases of 1,000 AFY were used to determine the projected demands for each customer class.
Water purchases of 1,000 AF correspond to expected sales of 953 AF due to system losses and unaccountedfor water, assumed at 5 percent of water purchases. While the SDCWA bills for wholesale water services
based on AF, the City bills its customers for variable rates based on HCF. For FY 2019/20 the City expects to
deliver just over 415,000 HCF to the retail customers and the Fairgrounds. Figure 2-2 shows the expected
sales to each rate class.

CONSUMPTION BY RATE CLASS
Fairgrounds,
45,400, 11%
Irrigation, 46,700,
11%

Single Family
Residential,
212,800, 51%

Commercial,
Institutional, City,
52,100, 13%

Multi-Family
Residential, 58,000,
14%
Figure 2: FY 2019/20 Sales by Rate Class
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Population and Account Growth
According to the California Department of Finance, the population of the City was 4,322 as of January 1,
2018. This analysis assumes any increases in water demand due to population growth are expected to be
offset by conservation. It is assumed that account growth will be minimal through the projection period as
the City is almost entirely built out The City assesses connection fees to new development and capacity
upgrades for existing connections for those users to buy into the system. For the purposes of this study,
connection fee revenue is not expected as a significant source of revenue in within the study period. The City
has indicated that several development projects may commence near the end of or after the rate study
period. If those projects are approved and materialize, the associated connection fees could provide an
additional source of revenue for capital projects.

Existing Revenues
The City’s primary source of water revenues is user rates in the form of the bi-monthly fixed charges per
meter and the volumetric charge per HCF consumed. User rate revenues make up over 97 percent of total
annual water revenues. The City’s rate structure has a fixed and a variable component. Currently, the fixed
rate generates approximately 40 percent of total rate revenue, and the variable rates generate about 60
percent of total rate revenue. Prior to any increases for FY 2019/20, the exiting rate structure is expected to
generate about $1.41 million in fixed revenues and $2.11 million from the variable rates.

Offsetting Revenues
In addition to user rate revenues, the City collects revenues from several other sources including interest
earnings, non-rate charges for services, and other sources of revenue. These offsetting revenues can be used
to decrease the amount of revenue required from user rates. Table 4 below identifies the expenditures and
offsetting revenues.
Table 4: Offsetting Revenues
FY 2019/20

FY 2020/21

FY 2021/22

FY 2022/23

FY 2023/24

Offsetting Revenues
Non-Rate Charges for Services1

$37,900

$38,600

$39,400

$40,100

$40,900

11,000

11,000

11,000

11,000

11,000

Income from Property &
Investments3

7,300

7,300

7,300

9,200

10,200

Miscellaneous Revenues

35,000

35,000

35,000

35,000

35,000

Fines and Forfeitures

2

Total Offsetting Revenues
$91,200
$91,900
$92,700
$95,300
$97,100
NOTE:
(1) Charges for services such as connection fees, current service fees, backflow device fees, fire services, etc.
(2) Penalties fines and forfeitures from customers.
(3) Interest earnings on the utilities various funds.
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Operating Expenditures
Operating needs are expenditures that the water utility incurs in the day-to-day operations of its systems
(e.g., employee salaries and benefits, fuel, power, and water purchases.) Other costs in the operating budget
include indirect costs from the City’s indirect cost allocation plan.
The City’s FY 2018/19 operating budget served as the basis for forecasting future operating expenses. The
budget was compared to prior year’s actual financial information to identify any anomalies or one-time
expenditures not appropriate for forecasting. City staff also reviewed the budget that may need to be
adjusted due to foreseeable future operational changes. Unless manually calculated, future years were
forecasted based on the cost escalation factors appropriate for the type of expense as shown in Table 5.
Table 5: Cost Escalation Factors
Cost Escalator
General Cost Inflation
Salary Inflation
Pension Inflation
Medical Inflation

Admin Charge Inflation
Chemicals Inflation
Utilities Inflation
Construction Inflation
MEU Growth
Water Sales Change
General Inflation + Customer
Demand Growth

Description
This escalator applies to most expenses in the operating expense
forecast, and it is set at the long-term inflation rate of 3 percent.
The labor escalator was established based on guidance from staff. It
combines 3% annual increase of cost of living adjustment (COLA) and
3% increase of performance adjustment.
Annual increases to the City’s pension costs are expected to increase at
13 percent per year.
This escalator is applied to employee benefit expenses, it is set at 7.5
percent for the first 3 years of the Study. It is assumed to be 7 % after
2021.
Administrative charges allocated to the water utilizes based on the
City’s updated Cost Allocation Study are expected to increase at 3.75
percent annually.
This escalator is assumed to be annual increase of 3%.
Typically higher than general inflation, this escalator applies to costs
such as electricity and fuel and is set at 3% annually.
Although capital cost inflation is commonly linked to the Engineering
News Record (ENR) Construction Cost Index (CCI), the inflation rate
assumes the ENR’s long-term average of 3%.
MEU growth (customer demand growth) is assumed no growth
throughout the projection period as the City is almost entirely built out.
Per the previous discussion, water sales are assumed to be flat in the
future.
This is the same as general cost inflation at 3% because customer
demand growth is assumed to be 0.

Operating expenses are projected to increase to approximately $3.82 million in FY 2023/24, representing a
17.9 percent overall increase from the FY 2019/20 level of approximately $3.30 million, an average annual
increase of 4.2 percent. The projected operating expenditures have been developed with the assumption
that water sales remain constant through FY 2023/24. If another drought or other circumstances lead to
further decreases in sales, operating expenditures may not be reduced by the same magnitude that
revenues would, which drives the need to reevaluate the rate structure.
Table 6 below shows the projected operating expenditures for each year of the study period. Detailed
projections of offsetting revenues and operating expenditures are included for reference in Appendix C.
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Table 6: Projected Operating Expenditures
FY 2019/20

FY 2020/21

FY 2021/22

FY 2022/23

FY 2023/24

Staff Costs

$668,200

$708,100

$750,200

$794,900

$842,200

Maintenance and Operations

$736,000

$761,300

$787,500

$814,600

$842,700

$1,835,300

$1,905,400

$1,978,300

$2,054,100

$2,133,000

$3,239,500

$3,374,800

$3,516,000

$3,663,600

$3,817,900

Supply and Treatment
Total Operating Expenditures

Debt Service
The City’s water utility does not have any outstanding debt obligations. No future debt is expected as the
City intends to cash fund all future capital projects.

Capital Projects
The Capital Improvement Program (CIP) includes a variety of capital projects that involve repairing (or
replacing) existing water system assets. Currently, the City is undertaking an emergency pipe repair project
and anticipating other improvement projects in the coming years. The City’s planned CIP expenditures
average about $354,000 in current dollars per year. Table 7 below identifies the 5-year CIP used in the
revenue requirement analysis. Project costs shown in the table are un-escalated. Projected CIP costs are
escalated by 3.5 percent per year beginning in FY 2019/20 to account for inflationary increases in
construction costs.
Table 7: Capital Improvement Plan
FY 2019/20
Bi-Annual Utility Improvements

FY 2020/21

FY 2021/22

FY 2022/23

FY 2023/24

$352,000

$176,000

$120,000

$332,000

$76,000

upsize 4th Street PRV Station

$0

$49,500

$0

$0

$0

Stratford Zone Conversion

$0

$9,900

$0

$0

$0

Forest PRV Station
Modifications

$0

$45,100

$0

$0

$0

Citywide Fire Flow Upgrades

$0

$90,000

$210,000

$0

$0

Reservoir Rehabilitation
Program

$0

$0

$0

$0

$210,000

$20,000

$20,000

$20,000

$20,000

$20,000

Total CIP Expenditures

$372,000

$390,500

$350,000

$352,000

$306,000

Total CIP Expenditures
(Escalated)

$385,000

$418,300

$388,100

$403,900

$363,400

Water Valve Replacements
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Utility Service Enhancement Option
Staff has been exploring options to improve the delivery of water service to its customers an option that has
been explored is switching the system to an Automated Meter Infrastructure Program (AMI). Based on the
City’s current estimates, the project would cost a total of $1.1 million, with $220,000 in expenditures
expected each year from FY 2019/20 through FY 2023/24.
One option being considered to fund the AMI is a temporary capital surcharge. A fixed surcharge based on
meter size would result in an annual charge of $67.44, or a monthly charge of 5.62 for a customer with a 5/8”
meter. Charges would increase for larger meters based on their meter equivalents. The charge would be
temporary and expire after 5 years once the AMI project is completed. Table 8 shows the monthly
surcharges by meter size to generate $220,000 per year in surcharge revenues.

Table 8: Capital Surcharge Calculation
Surcharge Revenue to Collect
Projected Retail MEUs
Annual Surcharge per MEU

$220,000
2,944
$67.40

5/8"
3/4"
1"
1.5"
2"
3"
4"

1.0
1.5
2.5
5.0
8.0
16.0
25.0

Monthly
Surcharge
$5.62
$8.43
$14.04
$28.08
$44.93
$89.87
$140.42

Fairgrounds

320

$1,797.39

Meter Size

MEUs

Capital Funding
For FY 2019/20 through FY 2022/23, as well as future projects, the City expects to fund all capital
expenditures through Pay As You Go (PAYGO) funding from rates.

Reserve Requirements
During the previous rate study, the City developed a reserve policy framework with targeted balances for an
operating reserve, capital reserve, equipment reserve rate stabilization fund, pension reserve and a selfinsurance fund, the suggested targets lay out a best–practices strategy for the water utility to follow in its
financial planning.
Currently, most of the reserves are below the previously targeted levels due to the lower than expected
revenues resulting from water conservation. Over the FY 2014/15 through FY 2017/18 time period,
decreased water usage led to a total revenue shortfall of about $1.3 million, representing a 10 percent
reduction in revenues collected over that time period as compared to expected revenues from the previous
rate study. Additionally, the $907,000 emergency pipeline repair project in FY 2018/19 will require a further
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reduction of reserves. The table below shows the estimated FY 2019/20 beginning balance for each reserve
that serves as the basis for the reserve fund projections.
Table 9: Beginning Reserve Fund Balances
Reserve Fund
Self-Insurance
Operating Reserve and Net Position
Capital Reserve
Rate Stabilization Fund
Equipment Replacement Reserve
Pension Reserve
Total Starting Reserves:

FY 2019/20
Beginning

$50,000
$85,400
$0
$150,000
$165,900
$357,700
$809,000

Each of the reserves is described below.

Self-Insurance Fund
The City maintains a Self-Insurance Fund for the Water utility with a targeted minimum balance of $50,000.
This reserve is maintained only to pay out claims related to Water utility damage. The City is responsible to
pay out the first $100,000 per claim, before excess insurance is applied. In addition to these reserves, the
City maintains a Self-Insurance Fund in the General Fund at approximately $500,000. The ten-year average
claim expense for the Water utility is approximately $3,000 per year.

Operating Reserve
The City’s Operating fund is in place to provide a buffer for short-term revenue and expenditure fluctuations
driven by water demands, billing constraints, monthly expenditures, etc. The revenue requirement analysis
targets a total minimum operating fund balance equivalent to 45 days of operating expenses, approximately
$385,000 based on budgeted expenses for FY 2018/19. Ideally, a greater percentage of a water utility’s
revenues being derived from variable rates (commodity revenues) would correspond to higher operating
reserve. The minimum reserve amount is adjusted annually as dictated by changes to the City’s operating
expenditures. Additionally, funds in the Operating Fund above 45 days of operating expenses are transferred
to the Capital Fund. The City should continue to monitor revenues and reserve levels on an annual basis. The
reserve target may also be adjusted further as policy dictates to minimize rates or to smooth future rate
increases.

Capital Reserve
The Capital Reserve is held by the City to fund capital improvements to the water system and to provide a
source of funds for capital projects in the event of an emergency. The Capital Fund is replenished through
transfers of excess funds in the Operating Fund above the 45 day target. As the Operating Fund is
replenished through revenue, the Capital Fund is also replenished through this revenue. Based on system
characteristics and revenue needs, the City’s targeted minimum Capital Fund balance is $350,000, an
amount approximately equal to the annual depreciation of the water system.

Equipment Replacement Reserve
The City maintains the Equipment Fund to fund purchases of equipment such as vehicles, large maintenance
items, machinery, and mobile equipment, and to provide a source of emergency funding in the event of a
breakdown or failure. The City aims to maintain a minimum Equipment Fund balance of $200,000.
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Rate Stabilization Fund
The Rate Stabilization Fund is established to mitigate rate shock in the event of unforeseen circumstances
that could impact revenues or expenditures, such as sudden changes to consumption patterns. The Rate
Stabilization Fund had to be held at a minimum balance of $200,000. This level of minimum balance will
allow the City to absorb revenue impacts of up to 5% of total revenues (in 1 year) without impacting
customers.

Pension Reserve
Since the City established a Pension Fund Reserve in FY 2014/15, each department or fund has contributed
to its Pension Reserve based on its share of staff costs. The current annual contribution for the water utility is
approximately $110,500 and will increase each year to $203,589 by FY 2023/24.

Recommended Revenue Requirements
Based on the study projections, the City must increase water revenues annually in order to meet projected
revenue needs due to annual increases in expenditures and to fund the CIP and reserves. Both the bimonthly fixed charges and the volumetric rates will be increased.

Revenue Increases
Increases in water supply costs, capital funding, and operating cost increases have driven a need for
substantial revenue increases. In an effort to mitigate the overall level of rate increases implemented, the
City has opted to continue to hold reserves below their targeted levels though the end of the Study period.
However, annual contributions will still be made to the Pension Reserve Fund, and the Operating Fund will
be replenished to the 45 day target over time. Based on the Study projections, the Operating fund will reach
its target in FY 2023/24 at which point the City can begin to replenish the other reserve funds.
Based on the study projections, the City will need to increase rate revenues in each year of the study period,
FY 2019/20 through FY 2023/24. It is expected that the first 5 percent increase will be implemented on July 1,
2019, with subsequent 5 percent increases to be implemented on January 1 of each calendar year through
2024. Implementing rates on a calendar year basis means that the amount of revenue generated by a rate
increase in any single fiscal year is associated only with the second half of that fiscal year, January through
June.
If revenues do not materialize as projected due to further conservation or other unforeseen circumstances,
the City may need to take additional action to maintain positive reserves given the low reserve fund
balances. This could include forgoing or delaying capital expenditures or revisiting the revenue requirement
analysis. Appendices D and E present the details of the revenue requirement analysis and the funding and
reserve projections that are summarized in Table 10. Appendix D includes additional detail of the revenue
requirements calculation.

Capital Funding
As noted above, the majority of capital expenditures will be funded with accumulated capital funds and
PAYGO. Due to minimal projected growth within the City, only a small portion of capital expenditures will be
funded by the City’s Connection Fee revenue. The proposed revenue increases allow the City to build the
necessary revenue generation capacity to fund capital projects in the long term.

Water Supply Costs
The extent of the proposed revenue adjustments is largely contingent upon the cost of the water that the
City purchase from the SDCWA. As shown in Table 2, water supply costs are expected to increase by
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approximately 16.2 percent in total from $1.84 million in FY 2019/20 to $2.13 million in FY 2023/24.
However, if the SDCWA sees fit to impose higher rates during the rate update period, the City may need to
implement higher rate increases, defer capital projects, or further draw down reserves in order to support
the cost of supplying water to their customers.

Operating Costs
Operating costs are expected to increase in each year driven by the inflationary increases described
previously. The City has worked to increase operational efficiency in an effort to control operating cost
increases. Over the 5-year study period, operating costs (including water supply costs) are expected to
increase from $3.24 million in FY 2019/20 to $3.82 million in FY 2023/24.
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Table 10 Financial Forecast

Pre Rate Increase
User Rate Revenues
Other Revenues
Total Revenues:
Expenditures
Water Supply Costs
Operating Costs
Rate Funded Capital
Capital Outlay from
O&M Budget
Pension Reserve
Contribution
Total Expenditures:
Cash Flows (pre rate
increase)
Rate Increase

Revenues from Rate
Increases
Resulting Cash Flows:
Reserves
Self-Insurance
Operating Reserve
Capital Replacement
Rate Stabilization Fund
Equipment
Replacement Fund
Pension Reserve Fund
Total Reserves:
Total Days of O&M

FY 2019/20

FY 2020/21

FY 2021/22

FY 2022/23

FY 2023/24

$3,518
$91
$3,609

$3,522
$92
$3,614

$3,526
$93
$3,619

$3,531
$95
$3,626

$3,535
$97
$3,632

$1,835
$1,404
$385
$10

$1,905
$1,469
$418
$10

$1,978
$1,538
$388
$10

$2,054
$1,610
$387
$11

$2,133
$1,685
$241
$11

$125

$141

$159

$180

$204

$3,759

$3,944

$4,074

$4,242

$4,274

($150)

($330)

($455)

($616)

($642)

5.0%
July 1, 2019
5.0%
January 1, 2020

5.0%

5.0%

5.0%

5.0%

January 1,
2021

January 1,
2022

January 1,
2023

January 1,
2024

$235

$433

$631

$840

$1,060

$85

$103

$177

$225

$419

$50
$170
$0
$150
$166

$50
$273
$0
$150
$166

$50
$433
$16
$150
$166

$50
$452
$122
$200
$200

$50
$471
$400
$200
$200

$483
$1,019
115 Days

$624
$1,263
137 Days

$783
$1,599
166 Days

$963
$1,987
198 Days

$1,167
$2,487
238 Days
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Revenue Requirements for Rate Design
The amount of revenue to be collected from user rates is defined by the total revenue requirements less any
offsetting revenues. Table 11 presents the revenue required from user rates that provides the basis for the
cost of service analysis and rate design. As of the completion of this analysis, the City anticipates
implementation of rate increases on July 1, 2019, and in January of each following year. Because rate
increases will be implemented in the middle of each fiscal year, the rate revenue requirements for each year
include an “Adjustment for Mid-year Increase.” This line item adjusts the required rate revenue to reflect a
full year increase to match the full year of projected usage that is used to calculate the rates for each year.
Table 11 includes two columns for FY 2019/20. The first is to calculate the revenue requirements for rate
design for the initial 5 percent increase on July 1, 2019 which is used to calculate the rates that will be in
effect form July 1, 2019 through December 31, 2019. The second calculates the revenue requirements for
rate design for the second half of the fiscal year (January 1, 2020 through June 30, 2020) which include the
additional 5 percent increase scheduled to take effect on January 1, 2020.
Table 11: Revenue Requirements for Rate Design

Total Expenditures
Contributions To (Use
of) Reserves
Less Offsetting
Revenues
Expected Rate
Revenues
Plus: Adjustment for
Mid-Year Increase
Revenue
Requirements for Rate
Design

FY
2019/20
July 1,
2019
$3,759

FY
2019/20
January 1,
2020
$3,759

FY
2020/21
January 1,
2021
$3,944

FY
2021/22
January 1,
2022
$4,074

FY
2022/23
January 1,
2023
$4,242

FY
2023/24
January 1,
2024
$4,274

$26

$85

$103

$177

$225

$419

($91)

($91)

($92)

($93)

($95)

($97)

$3,694

$3,753

$3,955

$4,158

$4,371

$4,595

$117

$113

$119

$125

$131

$3,870

$4,068

$4,277

$4,496

$4,727

$3,694
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3. Water Cost of Service Analysis
The purpose of a cost-of-service analysis is to provide a rational basis for distributing the full costs of the
City’s water service to each customer class in proportion to the demands they place on the system. The
Study developed a detailed cost allocation that serves as the basis for the proposed rate adjustments. This
analysis yields an appropriate method for allocating costs, which could be sustained unless substantial
changes in cost drivers or customer consumption patterns occur.
The cost-of-service allocation completed in this study is established on the base-extra capacity method as
defined by the American Water Works Association (AWWA). Under the base-extra capacity method,
revenue requirements are allocated based on the demand placed on the water system.
The functional allocation assigns annual revenue requirements by major function. The Utility’s primary
functions are related to base flow, peak flow, and service costs. These functional cost pools include the rate
paid for water supplied by outside agencies, the system's existing operations and maintenance (O&M)
expenditures, and rate-funded capital costs. The cost-of-service analysis has been completed using a 5-year
average functional allocation based on costs for FY 2019/20 through 2023/24.

Functional Cost Components
The first step in the functional allocation is developing and defining the functional components to which
costs will be allocated. The functional components are categories based on how costs are incurred, or the
benefits realized by incurring those costs, that can be tied to each customer’s use of the system.
The functional allocation was completed using the three functional components described below. The costs
allocated to the fixed functional components are recovered through the fixed monthly service charge.
Variable components are recovered through the volumetric rates.
The City’s budget was analyzed line- by-line, and expenditures were distributed between the available
functions:





Base: Operating and capital costs incurred by the water system to provide a basic level of service to
each customer.
Peak: Operating costs incurred to meet peak demands for water in excess of basic demand (base).
This category includes a portion of the purchased water costs, as well as infrastructure costs related
to providing the required system over-sizing to meet excess (peak) demands.
Service: Meter and capacity related costs, such as meter maintenance, maintenance of system
capacity, and other fixed costs that are recovered based on the meter’s hydraulic capacity
(measured in gallons per minute). Additionally, as the system’s facilities are designed to meet peak
demand, a portion of the capacity related CIP costs are allocated to Service.

Allocation to Functional Components
Once the functional components have been defined, costs are allocated to each component on a line-item
by line-item basis. The functionalized costs include the system's existing O&M expenditures, water supply
costs, rate-funded capital (FAR funding) costs, and offsetting revenues. The cost-of-service analysis has
been completed using a 5-year average functional allocation based on costs for FY 2019/20 through FY
2023/24.
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Figure 3 presents the results of the functional allocation. The Service component represents approximately
40.5% of the City’s costs that will generate the fixed charge. The remaining 59.5% of costs are allocated to
the Base and Peak components and will be the basis for the variable rates.

WATER FUNCTIONAL ALLOCATION
Service
40.5%

Base
55.5%

Peak
4.1%

Figure 3: Water Functional Cost Allocation (Five-Year Average)

Table 12 shows the overall allocation summary of 5-year average revenue requirements. A detailed table of
the functional allocation is included for reference in Appendix F.
The allocation presented in Table 12 is for the overall allocation of the City's costs. Because the City has one
large customer–the Fairgrounds, allocations are performed separately for the Fairgrounds and the nonFairgrounds customers. Based on a previously accepted methodology, costs are first allocated to the
Fairgrounds based on one of these factors: hydraulic capacity, total water usage, distribution sizing, rolling
or average consumption. Any costs allocated to the Fairgrounds are recovered through the Fairgrounds
monthly service charge or through a commodity usage charge. The allocation basis and the resulting
allocation to the Fairgrounds can be found in Table 13. Appendix F presents the detailed functional
allocation.
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Table 12: Functional Allocation Summary
Allocation Factor
Non-Fairgrounds
Operating Expenses
Fairgrounds Operating
Expenses
Pension Contribution

Total Amount
(5-Year Average)

Base

Peak

Service

$2,989,000

61.9%

3.2%

34.8%

544,000

49.0%

4.4%

46.6%

162,000

0.0%

0.0%

100.0%

Rate Funded Capital

364,000

36.8%

12.2%

51.0%

Adjustment for Mid-Year
Rate Increase

$95,000

55.5%

4.1%

40.5%

$38,000

55.5%

4.1%

40.5%

(39,000)

55.5%

4.1%

40.5%

(11,000)

55.5%

4.1%

40.5%

(8,000)

55.5%

4.1%

40.5%

(35,000)

55.5%

4.1%

40.5%

$4,099,000
100%

$2,273,000
55.5%

$167,000
4.1%

$1,658,000
40.5%

Offsetting Revenues
Over/Under Collection of
Revenues
Non-Rate Charges for
Service
Fines and Forfeitures
Income from Property &
Investments
Other Revenues
Total Allocation
Percentage Allocation

Allocation
As O&M (See
Appendix)
As O&M (See
Appendix)
Service
Weighted
Average
Weighted
Average

Weighted
Average
Weighted
Average
Weighted
Average
Weighted
Average
Weighted
Average

Each line item in the functional allocation is assigned an allocation to the Fairgrounds based on the type of
cost and how it is incurred. Table 13 shows the allocation factors that are used to assign costs to the
Fairgrounds. The detailed allocation is included for reference in Appendix F.
The breakdown of the costs as they are allocated to the Fairgrounds and non-Fairgrounds customers is
$610,300 (14.9%) and $3,488,700 (85.1%), respectively.
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Table 13: Fairgrounds Allocation Factors
Total
Units

Fairgrounds
Units

Allocation Factor

Fairgrounds
Allocation

Hydraulic Capacity (MEU's)
320
3,264
9.80%
This factor is based on the number of fairgrounds MEUs served and the total number of MEUs served. It is used to
allocate non-distribution O&M costs and capacity related water supply costs to the Fairgrounds.
Total Use (HCF)
45,415
415,064
10.94%
This factor is based on total consumption for each year of the study, it is used to allocate variable water supply
costs to the Fairgrounds.
Distribution Sizing
1.96
4.96
39.52%
This factor is based on the sizing of the infrastructure required to serve the Fairgrounds and the City as a whole. It is
used to allocate the costs associated with distribution to the Fairgrounds
Rolling Average Consumption
43,888
386,226
11.36%
This factor is based on the three-year rolling average consumption for FY 2013/14 through FY 2016/17. It is used to
allocate certain water supply costs to the Fairgrounds.
Fairgrounds Staff Allocation
26.44%
This factor is based on the amount of staff in administrative and operations positions. Administrative staff costs
are allocated based on hydraulic capacity; operations staff are allocated based on Distribution Sizing.
Overall
Fairgrounds
Total
Fairgrounds
Allocation
Revenue Requirements Allocation

$610,300

$4,099,000

14.9%

Table 14 below shows the five-year average functional cost allocation for each component of the nonFairgrounds customers.
Table 14: Non-Fairgrounds Allocation Results (Five-Year Average)
Base

Peak
57.1%

4.0%

39.0%

$1,990,600

$138,600

$1,358,500

Percentage Allocation to Constituent
Total Allocation To Constituent

Service

Table 15 shows the five-year average allocated costs for each component for the Fairgrounds portion of the
rates.
Table 15: Fairgrounds Allocation Results (Five-Year Average)
Base
Percentage Allocation to Constituent
Total Allocation To Constituent

Peak

Service

46.2%

4.7%

49.1%

$282,100

$28,800

$299,400

The calculated allocations to each functional component, as well as the split of costs for each component
between the Fairgrounds and Non-Fairgrounds customers based on the five-year average allocations is then
applied to rate revenue requirements for each year of the study. Table 16 shows the allocated rate revenue
requirements for each year. Based on the results of the allocation, the fixed rate components will receive a
slightly greater share of costs than in the previous study. In order to provide a smooth transition to increased
fixed cost recovery, that shift will be phased-in over the first two years of the study.
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Table 16: Allocated Rate Revenue Requirements
Total Rate Revenue
Requirements

FY 2019/20: July 1
Increase
FY 2019/20: January 1
Increase
FY 2020/21
FY 2021/22
FY 2022/23
FY 2023/24
Non-Fairgrounds
FY 2019/20: July 1
Increase
FY 2019/20: January 1
Increase
FY 2020/21
FY 2021/22
FY 2022/23
FY 2023/24
Fairgrounds
FY 2019/20: July 1
Increase
FY 2019/20: January 1
Increase
FY 2020/21
FY 2021/22
FY 2022/23
FY 2023/24

Base

Peak

Service

Total

$2,104,000

$150,900

$1,439,000

$3,693,900

2,184,800

158,100

1,526,900

3,869,800

2,276,500
2,371,800
2,493,400
2,621,200

166,200
174,700
183,700
193,100

1,625,500
1,730,200
1,818,900
1,912,200

4,068,200
4,276,700
4,496,000
4,726,500

Base

Peak

Service

Total

$1,842,800

$125,000

$1,179,100

$3,146,900

1,913,600

130,900

1,251,100

3,295,600

1,993,900
2,077,400
2,183,900
2,295,900

137,600
144,700
152,100
159,900

1,331,900
1,417,700
1,490,400
1,566,800

3,463,400
3,639,800
3,826,400
4,022,600

Base

Peak

Service

Total

$261,100

$26,000

$259,900

$547,000

271,200

27,200

275,800

574,200

282,500
294,400
309,500
325,300

28,600
30,100
31,600
33,200

293,600
312,500
328,500
345,400

604,700
637,000
669,600
703,900

NOTE:
Totals may be off due to rounding.

Customer Class Allocation
The allocated costs for each component shown in Table 16 are then allocated to each customer class based
on each class’s customer and usage characteristics. This methodology is intended to allocate costs to each
customer class based on its respective use of the overall system. Consumption data was analyzed by
customer class to reveal how each class utilized the system differently throughout the year. This information
was then utilized to allocate the functional costs between individual customer classes.
Table 17 shows the annual units by customer class projected for FY 2019/20 for the initial increase on July 1,
2019. The number of accounts and MEUs in each customer class is expected to increase slightly in each year
due to a minimal amount of infill development. Customer usage is expected to stay flat as continued
conservation and efficiency efforts offset the impact of account growth.
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Table 17: FY 2019/20 Customer Class Characteristics
Customer Class

Accounts

MEUs

Annual
Usage

Winter
Usage(1)

Summer
Usage(1)

Incremental
Summer
Usage(2)

Peaking
Factor(3)

Single Family
1,443
1,859 212,773
84,673
128,100
43,426
1.51
Residential
Multi-Family
189
459
58,023
26,508
31,515
5,007
1.19
Residential
Commercial,
122
352
52,129
22,614
29,515
6,900
1.31
Institutional, City
Irrigation
131
279
46,707
15,631
31,077
15,446
1.99
Total
1,885 2,949 369,632
149,427
220,206
70,779
1.47
Notes:
(1) For the water rate study, October through March is considered to be winter, April through September is
considered to be Summer.
(2) Incremental summer usage is calculated as total usage minus annualized winter usage or: [total usage - ((winter
usage)/(6 winter months) x 12)].
(3) Average monthly summer consumption divided by average monthly winter consumption.

As shown by the peaking factors in Table 17, the customer classes exhibit varying annual consumption
patterns, and therefore place a different operational burden on the system. Commercial/institutional
accounts are closely coordinated. The proposed rate structure will group the customer classes accordingly.
The proposed rates have been developed assuming that irrigation customers will be separated into their
own rate class with a unique volumetric rate. The analysis showed that irrigation customers exhibit different
demand patterns with usage peaking heavily in the summer months. Other customers use water more
consistently over the course of the year since much of consumption is related to indoor usage, which does
not vary seasonally.
Table 18 on the next page shows functional cost allocation for each non-Fairground customer class based on
the forecasted revenue requirement for FY 2019/20. Base costs, variable costs associated with providing a
basic level of service, are allocated based on annual water usage. Peak costs are allocated based on each
class’s incremental summer usage, to reflect the increased burden placed on the system during months of
high water consumption. Service costs, considered to be fixed, are allocated to each class based on the
number of MEUs. This process is completed for each fiscal year based on each year’s allocated revenue
requirements and projected customer characteristics. Appendix G presents the detailed allocation of costs
to customer classes for each year of the study.
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Table 18: FY 2019/20 Customer Class Allocation

Rate Revenue Required
Allocation Basis
Percentage Allocations
Single Family Residential
Multi-Family Residential
Commercial, Institutional, City
Irrigation
Customer Class Allocations
Single Family Residential
Multi-Family Residential
Commercial, Institutional, City
Irrigation
Total Allocated
NOTE:
Totals may be off due to rounding.

Base

Peak

Service

Total

$1,842,800

$125,000
Incremental
Summer
Usage

$1,179,100

$3,146,900

57.6%
15.7%
14.1%
12.6%
100.0%

61.4%
7.1%
9.7%
21.8%
100.0%

63.0%
15.5%
12.0%
9.5%
100.0%

$1,060,780
289,270
259,890
232,860
$1,842,800

$76,690
8,840
12,190
27,280
$125,000

$742,740
183,830
140,980
111,540
$1,179,090

Annual Water
Usage

Number of
MEUs

$1,880,200
481,900
413,100
371,700
$3,146,900
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4. Water Rate Design Analysis
The rate design analysis links the customer class costs identified in Table 18 with the water rates necessary
to achieve cost recovery. The focus of this process is to achieve full cost recovery and substantiate that each
customer is paying their fair and proportionate share of system costs.

Selecting Rate Structures
In determining the appropriate rate level
and structure, Carollo analyzed various
rate design alternatives and the
corresponding customer and utility
implications. Beyond the identified study
objectives, Carollo identified additional
criteria for consideration and discussed
them at length with City staff. To the
right is a partial list of the rate design
elements.

Clear and understandable
Easily administered
Follows cost of service principles
Provides revenue stability

Affordable
Given the numerous and, at times,
competing elements, selection of an
appropriate rate structure is complex.
Complies with legal and regulatory requirements
There is no single structure that meets all
objectives equally, nor are all objectives or
elements valued the same by the utility or customers. Each criterion or element has merit and plays an
important role in the rates implementation and overall effectiveness. These elements and competing
objectives were discussed and evaluated at length throughout the financial and rate study process.
Proposed Water Rates
There are two main components to the City’s water utility rates: service charges (fixed) and commodity
charges (variable).




Fixed Service Charges: The proposed fixed service charges will be assessed based on the size of
each customer’s water meter and are consistent among each of the customer classes. They have
been updated based on the updated cost-of-service analysis.
Variable Commodity Charges: The proposed variable commodity charges are updated to reflect
the updated cost of service and consumption analysis. Single family users are charged based on
inclining block tiered rates; multifamily, commercial, institutional, irrigation, and governmental
users are charged based on uniform volumetric rates.

The proposed rates follow this same basic structure but include modifications to reflect the updated usage
patterns, operational and capital costs, and cost of service allocations. Based on discussion with City staff
and careful review of the cost of service analysis, Carollo recommends that the City consider the following
water rate design recommendations.
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Proposed Rate Structure Recommendations
1. Implement the proposed Cost of Service allocations: The cost-of-service analysis includes updated
allocations based on the recent changes to customer demand patterns and the City’s cost structure.
2. Update the rate structure with the following changes:
a. Update Single Family Residential to use a two-tiered structure rather than the current
three-tiered structure.
b. Create a unique rate class for irrigation customers to reflect their higher peak consumption
as compared to other non-residential customers.
3. Retain a uniform commodity rate structure for commercial, institutional, and governmental users as
well as the Fairgrounds.
4. Retain meter size based fixed charges that are equal for each customer class.
5. Implement the initial rate adjustment on July 1, 2019, and subsequent adjustments on January 1st of
each year beginning in FY 2019/20. Rate increases during low consumption months better enables
ratepayers to adapt to potential increases. While increases that coincide with the start of the fiscal
year are ideal for budget purposes, they would also coincide with summer and the City’s peak water
demand.
Further discussion of the rate design analysis performed for each of the City’s water rates is presented in the
following sections. Detailed rate calculations for each year of the analysis are included for reference in
Appendix H.

Fixed Service Charges
A bi-monthly fixed service charge is a cost recovery mechanism that is generally included in the rate
structure to facilitate recovery of fixed expenditures, including administrative costs, certain maintenance
expenditures, and a portion of capital costs. For the City, this is the service charge portion of the rate. The
service charge is billed to each customer regardless of the amount of water that is taken by each customer.
Because the City’s service charges are developed and assessed based on MEUs, which are consistent among
all City customer classes, the service charges for each meter size are consistent for all City customers.
Fixed service charges are determined by dividing the allocated Service revenue requirements for NonFairgrounds users by the total number of MEUs for Non-Fairgrounds users. Next, that annual amount per
MEU is divided by 6 to calculate the bi-monthly charge per MEU. Lastly, charges for each meter size are
determined by multiplying the bi-monthly charge per MEU by the number of MEUs assigned to each meter
size. Table 19 shows the calculation and the proposed fixed service charges for each year.
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Table 19: Proposed Fixed Service Charges (Bi-monthly)

FY
2019/20
July 1,
2019

FY
2019/20
January 1,
2020

FY
2020/21
January 1,
2021

FY
2021/22
January 1,
2022

FY
2022/23
January 1,
2023

$1,179,100

$1,251,100

$1,331,900

$1,417,700

$1,490,400

Total MEUs
2,949
2,949
2,953
Annual Cost per MEU
$399.90
$424.32
$451.03
Bi-monthly Cost per
$66.66
$70.74
$75.18
MEU
Meter
Capacity
Proposed Bi-monthly Charges
Size
Ratio
$66.66
$70.74
$75.18
5/8
1.0
99.98
106.10
112.76
3/4
1.5
166.64
176.82
187.94
1"
2.5
333.26
353.62
375.88
1.5"
5.0
533.22
565.78
601.40
2"
8.0
1,066.42
1,131.54
1,202.78
3"
16.0
1,666.26
1,768.02
1,879.34
4"
25.0
Note: Total bi-monthly charge has been rounded up to nearest $0.01.

2,958
$479.36

2,962
$503.17

FY
2023/24
January 1,
2024
$1,566,80
0
2,967
$528.16

$79.90

$83.88

$88.04

Allocated Service Costs

$79.90
119.86
199.74
399.48
639.16
1,278.32
1,997.36

$83.88
125.80
209.66
419.32
670.92
1,341.82
2,096.58

$88.04
132.06
220.08
440.16
704.24
1,408.46
2,200.72

Commodity Rates
The commodity rates are developed for each customer class group and are designed to recover the costs
proportionate to water demands. Cost-of-service-based rates were developed for each customer class based
on the principle of maintaining vertical and horizontal customer-class equity. Customer classes, such as
single family residential or commercial, only pay for their assigned share of cost of service, and within each
customer class, each account will pay a fair share of the costs assigned to that customer class. Customer
related commodity costs are calculated based on each class’s average annual water usage and its annualized
summer consumption. The water commodity rate for each customer class group is calculated based on the
customer class’s allocated share of Base and Peak revenue requirements and the forecasted annual water
demands.

Single Family Residential Rates
Based on a detailed analysis of customer usage patterns and the City’s cost structure, the proposed single
family rate is a two-tiered inclining block structure. The fixed-tier rates assign tier breaks to all Single Family
Residential customers uniformly. The unit price of water increases with each tier. All usage above the tier
break is charged at the higher rate to reflect the proportionately higher costs of serving those who use more
water. Tier allotments and rates are designed to recover the increased costs associated with water usage at
high levels such as infrastructure related operating and maintenance costs, certain water supply costs, and a
portion of capital costs.
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The Tier 1 allotment is set at 10 HCF per month to correspond with average monthly consumption during the
defined winter period of October through April. The bi-monthly allotment or tier break is therefore set at 20
HCF. Average usage during the winter months is assumed to represent the minimum amount of water
necessary for indoor usage as well as a minimal amount of outdoor use since irrigation demands are
decreased in the winter months. The rate for usage within Tier 1 is set to recover the Base unit cost of water.
Any usage above 20 HCF in each billing period will be billed at the Tier 2 rate which includes the Base unit
cost as well as the costs associated with the Peak functional component. To develop rates for usage within
each tier, it is necessary to calculate base and peak unit costs. The Base unit cost is the same for each tier
and is calculated by dividing the total base costs allocated to the single family customer class by the total
consumption for the single family customer class.
Peak unit costs are calculated by using peak factors for each tier along with consumption per tier to allocate
the overall single family peak costs to each tier. A specific peak unit cost is calculated for each tier by
dividing each tier’s allocated peak costs by the amount of consumption in each tier. The City’s historical
billing data was analyzed for each of the proposed tiers in order to develop peak factors and rates that
reflect the increased engineering, operational, and financial strain of peak usage.
Table 20 presents the calculation of base and peak unit costs, as well as volumetric commodity rates for each
tier, for FY 2019/20. The volumetric rates for single family residential consumption in each tier are shown in
Table 21.
Table 20: FY 2019/20 July 1, 2019 - Single Family Volumetric Rate Calculation
Line

Tier 1

A.

Consumption By Tier (HCF)

B.

Consumption By Tier (%)

C.

Allocated Base Costs

D.

Base Unit Cost ($/HCF)

E.

Allocated Peak Costs

F.
G.

Tier 2

Total

Notes

134,316

78,457

212,773

63.1%

36.9%

100.0%

$669,600

$391,200

$1,060,800

$4.99

$4.99

$0

$76,700

Peak Unit Cost ($/HCF)

$0.00

$0.98

E/A

Total Volumetric Rate ($/HCF)

$4.99

$5.97

D+F

C/A
$72,370

Table 21: Proposed Single Family Volumetric Rates
Bi-monthly Tier
Allotment

FY 2019/20

FY 2019/20

FY 2020/21

FY 2021/22

FY 2022/23

FY 2023/24

July 1,
2019

January 1,
2020

January 1,
2021

January 1,
2022

January 1,
2023

January 1,
2024

Tier 1: 1-20 HCF

$4.99

$5.18

$5.40

$5.63

$5.91

$6.22

Tier 2: 21-500 HCF

$5.97

$6.21

$6.48

$6.76

$7.10

$7.47

Note: Rates have been rounded up to nearest $0.01.
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Multifamily Residential Rates
The three-tiered variable rate structure based on water consumption was adopted for multifamily customers
in 2009. Since then, the customer consumption patterns have significantly changed due to conservation,
and recent case law has clarified how Proposition 218 applies to tiered water rates. Based on these changes,
it is proposed that the three-tier structure be replaced with a uniform rate.
Uniform rates are developed by dividing the allocated Base and Peak costs by the total expected usage to
calculate base and peak unit costs. Those unit costs are then summed to determine the overall rate per HCF.
Table 22 presents the calculation of base and peak unit costs, as well as volumetric commodity rates for FY
2019/20 multifamily usage based on the class's specific consumption and demand characteristics. The
volumetric rates for multifamily residential consumption in each tier are shown in Table 23.

Table 22: FY 2019/20 July 1, 2019 - Multifamily Volumetric Rate Calculation
Line

Notes

A

Consumption (HCF)

58,023

B

Allocated Base Costs

C

Base Unit Cost ($/HCF)

D

Allocated Peak Costs

E

Peak Unit Cost ($/HCF)

$0.15

D/A

F

Total Volumetric Rate ($/HCF)

$5.14

C+E

$289,300
$4.99

C/A

$8,800

Table 23: Proposed Multifamily Residential Rates

All Water Consumption

FY 2019/20

FY 2019/20

FY 2020/21

FY 2021/22

FY 2022/23

FY 2023/24

July 1,
2019

January 1,
2020

January 1,
2021

January 1,
2022

January 1,
2023

January 1,
2024

$5.14

$5.34

$5.57

$5.80

$6.10

$6.41

Note: Rates have been rounded up to nearest $0.01.

Non-residential Rates
Due to the high variance in account characteristics among individual customers, traditional tiered rate
structures are often not a good fit for non-residential customers. Under the current rate structure, the City
has the same uniform rate for commercial, institutional, and irrigation users. Under the proposed rates,
irrigation users are separated into a unique rate class.
An analysis of billing records from the last several fiscal years found that irrigation customers exhibit a
pronounced peak in their water usage during the summer months. Due to this peak, irrigation customers
place an increased burden on the sizing, operation, and maintenance of the water system than commercial
customers, who have more consistent water usage over the course of the year. Accordingly, irrigation users
will pay incrementally higher volumetric rates and fixed charges than those charged to commercial users.
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Table 24 presents the calculation of base and peak unit costs, as well as volumetric commodity rates, for FY
2019/20 for non-residential users. The volumetric rates for each year of the study are shown in Table 25.
Table 24: FY 2019/20 July 1, 2019 - Non-residential Volumetric Rate Calculation
Commercial and
Institutional

Line

Irrigation

Notes

52,129

46,707

$259,900

$232,900

$4.99

$4.99

$12,200

$27,300

Peak Unit Cost ($/HCF)

$0.23

$0.58

D/A

Total Volumetric Rate ($/HCF)

$5.22

$5.57

C+E

A

Consumption (HCF)

B

Allocated Base Costs

C

Base Unit Cost ($/HCF)

D

Allocated Peak Costs

E
F

B/A

Table 25: Proposed Non-residential Rates

Commercial/Institutional

FY 2019/20

FY 2019/20

FY 2020/21

FY 2021/22

FY 2022/23

FY 2023/24

July 1,
2019

January 1,
2020

January 1,
2021

January 1,
2022

January 1,
2023

January 1,
2024

$5.22

$5.43

$5.66

$5.90

$6.20

$6.52

Irrigation
$5.57
$5.79
Note: Rates have been rounded up to nearest $0.01.

$6.04

$6.30

$6.62

$6.96

Fairgrounds Rates
Rates for the Fairgrounds are calculated based on the Fairgrounds’ allocated share of revenue requirement,
the proposed commercial rates, and the expected usage by the Fairgrounds.
The Fairgrounds volumetric rate is set equal to the volumetric rate for commercial and institutional
customers. That rate is then multiplied by the expected Fairgrounds usage to determine the expected
volumetric revenues from the Fairgrounds. That amount is subtracted from the allocated Base costs, and the
remaining costs are reallocated to be collected through the Fairgrounds fixed charge along with the
allocated service costs. This practice increases the share of Fairgrounds revenues that are collected through
the fixed charge and has the added benefit of stabilizing the annual water costs of the Fairgrounds on a
month-to-month basis as well as stabilizing revenues for the City.
Table 26 presents the calculation of the Fairgrounds rates for FY 2019/20. The proposed Fairgrounds rates
for each year of the study period are shown in Table 27.
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Table 26: FY 2019/20 July 1, 2019 - Fairgrounds Rates Calculation
Line

Notes

A

Consumption (HCF)

B

Commercial Rate ($/HCF)

C

Fairgrounds Variable Revenues

D

Allocated Base Costs

E

Allocated Peak Costs

F

Allocated Variable Costs

G

Variable Costs to Collect Through Fixed Charge

H
I
J

Allocated Service Costs
Total Fixed Revenues to Collect
Monthly Fixed Charge

45,415
$5.22
$237,100

AxB

$261,100
$26,000
$287,100

D+E

$50,000
$259,900
$309,900
$25,828

F- C
G+H
I / 12

Table 27: Proposed Fairgrounds Rates

Volumetric Rate (All
Water Consumption)
Monthly Fixed Charge

FY 2019/20

FY 2019/20

FY 2020/21

FY 2021/22

FY 2022/23

FY 2023/24

July 1,
2019

January 1,
2020

January 1,
2021

January 1,
2022

January 1,
2023

January 1,
2024

$5.22

$5.43

$5.66

$5.90

$6.20

$6.52

$25,828

$27,295

$28,973

$30,749

$32,334

$33,984

Note: Rates and Charges have been rounded up to nearest $0.01.

Demand Management Rates
In light of the current water demand uncertainty and need for financial resiliency, the study developed rates
for demand management surcharges. Demand management surcharges are charges that may be imposed
by the City during levels of extreme water demand reductions. The objective of these rates is to provide cost
recovery to the agency if customers’ potable water usage declines as a result of expanded or future water
shortage conditions.
As presented previously, the City is forecasted to have water sales of roughly 953 AF in each year of the
study. Based on an extreme water curtailment period, the study estimated three potential demand
reduction scenarios. Because the recent drought has led to projected water usage that is much lower than
historic norms, additional cutbacks in the drought scenarios have been capped to 30 percent.
Demand Management Stage 1 would equate to a slight reduction in demands (10 percent).
Demand Management Stage 2 would equate to a larger reduction in demands (20 percent).
Demand Management Stage 3 would equate to the maximum expected reduction in demands (30 percent).
The proposed demand management surcharges are designed to recover revenue shortfalls associated with
decreased demands. It is expected that a portion of the shortfall will be offset by decreased water purchase
costs. The shortfalls are recovered through surcharges on both the fixed service charge and the commodity
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rates. For example, in scenario 1 (10 percent reduction), 40 percent of the forecasted shortfall would be
funded through a fixed surcharge on a meter equivalent basis. The remaining costs would be collected by
increases to the volumetric rates.
The tables below present the proposed demand management surcharges for each reduction scenario. The
rates presented are for the specified usage reduction. Additionally, the rate calculations are based on
assumed water demand reductions by customer class and season. Because it is not possible to exactly
predict how customer demands might change across customer classes and tiers, it is important for the City
to monitor revenues and adjust if and as necessary. The usage reductions are reasonable, based on usage
pattern changes, but cannot be guaranteed. Detailed calculations of the demand management surcharges
are included for reference in Appendix I.
Table 28: Demand Management Surcharges for 10 Percent Reduction

FY
2019/20
July 1,
2019

FY
2019/20
January 1,
2020

Volumetric Surcharge
$0.23
$0.25
($/HCF)
Applied to all HCF of usage by all customer classes.
Bi-monthly Fixed Surcharge by Meter Size
5/8
$2.98
$3.14
3/4
$4.48
$4.70
1"
$7.46
$7.84
1.5"
$14.90
$15.68
2"
$23.84
$25.08
3"
$47.68
$50.14
4"
$74.48
$78.32
Fairgrounds (1 8" Meter
$953.24 $1,002.48
and 2 10" Meters)
Note: Rates have been rounded up to nearest $0.01.

FY
2020/21
January 1,
2021

FY
2021/22
January 1,
2022

FY
2022/23
January 1,
2023

FY
2023/24
January 1,
2024

$0.26

$0.27

$0.29

$0.30

$3.26
$4.90
$8.16
$16.30
$26.08
$52.16
$81.48

$3.40
$5.10
$8.50
$17.00
$27.20
$54.40
$84.98

$3.64
$5.46
$9.10
$18.20
$29.10
$58.20
$90.94

$3.84
$5.76
$9.58
$19.14
$30.64
$61.26
$95.70

$1,042.94

$1,087.64

$1,163.98

$1,224.84
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Table 29: Demand Management Surcharges for 20 Percent Reduction

FY
2019/20
July 1,
2019

FY
2019/20
January 1,
2020

Volumetric Surcharge
$0.42
$0.44
($/HCF)
Applied to all HCF of usage by all customer classes.

FY
2020/21
January 1,
2021

FY
2021/22
January 1,
2022

FY
2022/23
January 1,
2023

FY
2023/24
January 1,
2024

$0.46

$0.48

$0.52

$0.55

Bi-monthly Fixed Surcharge by Meter Size
5/8

$4.84

$5.04

$5.26

$5.48

$5.86

$6.20

3/4

$7.24

$7.56

$7.88

$8.22

$8.78

$9.30

1"

$12.08

$12.60

$13.12

$13.70

$14.62

$15.48

1.5"

$24.14

$25.18

$26.24

$27.38

$29.24

$30.94

2"

$38.62

$40.28

$41.98

$43.82

$46.80

$49.52

3"

$77.22

$80.54

$83.94

$87.62

$93.58

$99.02

4"
$120.64
$125.84
Fairgrounds (1 8" Meter and $1,544.08 $1,610.52
2 10" Meters)
Note: Rates have been rounded up to nearest $0.01.

$131.16
$1,678.80

$136.90
$1,752.30

$146.20
$1,871.32

$154.70
$1,980.06

FY
2020/21
January 1,
2021

FY
2021/22
January 1,
2022

FY
2022/23
January 1,
2023

FY
2023/24
January 1,
2024

$0.72

$0.76

$0.81

$0.86

$7.24
$10.86
$18.10
$36.18
$57.88
$115.74
$180.84

$7.56
$11.34
$18.90
$37.78
$60.44
$120.86
$188.84

$8.06
$12.10
$20.16
$40.30
$64.48
$128.94
$201.46

$8.56
$12.84
$21.38
$42.74
$68.40
$136.78
$213.70

$2,314.68

$2,416.94

$2,578.68

$2,735.28

Table 30: Demand Management Surcharges for 30 Percent Reduction

FY
2019/20
July 1,
2019

FY
2019/20
January 1,
2020

Volumetric Surcharge
$0.66
$0.69
($/HCF)
Applied to all HCF of usage by all customer classes.
Bi-monthly Fixed Surcharge by Meter Size
5/8
$6.64
$6.94
3/4
$9.96
$10.40
1"
$16.60
$17.34
1.5"
$33.20
$34.68
2"
$53.12
$55.48
3"
$106.22
$110.94
4"
$165.96
$173.34
Fairgrounds (1 8" Meter
$2,124.18 $2,218.54
and 2 10" Meters)
Note: Rates have been rounded up to nearest $0.01.
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5. Customer Impacts
Class Impacts
Shifting consumption patterns since the previous rate study, the updates to the functional cost allocation,
and the proposed rate structure updates will lead to a shift in the amount of rate revenue generated by each
customer class in the first year of the proposed rates. This, in turn, will lead to disparate overall rate
increases for each class. Figure 4 below compares the percentage of overall rate revenues expected from
each customer class based on the existing rate structure to that under the proposed rate structure. Table 31
shows the overall rate increase for each customer class.

Revenues By Class: Existing Rates

Revenues By Class: Proposed Rates

FG
15.2%

FG
14.9%

IRR
10.1%

IRR
10.0%

SFR
51.0%

CI
11.7%

SFR
50.9%

CI
11.2%
MFR
13.0%

MFR
12.0%

Figure 4: Comparison of Revenues by Rate Class

Table 31: Customer Class Average Increases

FY
2019/20
July 1,
2019
5%
14%

FY
2019/20
January 1,
2020
5%
5%

FY
2020/21
January 1,
2021
5%
5%

FY
2021/22
January 1,
2022
5%
5%

FY
2022/23
January 1,
2023
5%
5%

FY
2023/24
January 1,
2024
5%
5%

0.4%

5%

5%

5%

5%

5%

Fairgrounds

5%
2%

Overall

5%

5%
5%
5%

5%
5%
5%

5%
5%
5%

5%
5%
5%

5%
5%
5%

Rate Class

Single Family Residential
Multi-Family Residential
Commercial,
Institutional, City
Irrigation

As shown in Figure 4, the share of overall rate revenues from multi-family customers will increase from 12.0
percent to 13.0 percent under the proposed rates. This constitutes an 8.7% increase in the amount of costs
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to be recovered from multifamily users. This increase coupled with the 5 percent revenue requirement
increase discussed previously results in an average overall increase for the multi-family customer class of 14
percent on July 1, 2019. This increase is driven by the updated cost allocation, which allocated less costs to
the Peak component, and the changes to multi-family consumption patterns in relation to other customer
classes.
Conversely, the share of overall rate revenues for commercial, institutional, and City customers as well as
the Fairgrounds will decrease slightly under the proposed rates. This will lead to lower overall increases for
those customers in FY 2019/20. After the initial rate structure update in FY 2019/20, average increases for
each class will stabilize at approximately 5 percent per year.

Sample Bill Impacts
The following sections present sample bill impacts for each customer class. Additional sample bill impacts
and details are included for reference in Appendix J.

Single Family
The City defines a “Typical Single Family Customer” as having a 5/8” meter and 17 HCF of usage bi-monthly.
Figure 5 below shows the projected bi-monthly bills for each year of the study for a typical single family
customer.

$250

TYPICAL SINGLE FAMILY USER BI-MONTHLY BILL
(5/8" Meter and 17 HCF)

$200
$150

$175.61

$184.35

$193.78

$143.46

$151.49

$158.80

$166.98

Existing

1-Jul-19

1-Jan-20

1-Jan-21

1-Jan-22

1-Jan-23

1-Jan-24

Increase

Increase

Increase

Increase

Increase

Increase

$8.03

$7.31

$8.18

$8.63

$8.74

$9.43

5.6%

4.8%

5.2%

5.2%

5.0%

5.1%

$100
$50
$-

Service Charge

Commodity Charge

Figure 5: Typical Single Family User Bills
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Table 32 shows projected bill impacts for selected single family customers with low (minimum month
average), average (annual average), and high (maximum month average) consumption. During periods of
low usage, increases in FY 2019/20 will be slightly above the overall class increase for single family
residential of 5 percent due to increased cost recovery through the fixed service charge and the restructuring
of the tiers. Increases for particular high users will fall below the overall class average due to the
discontinuation of Tier 3.
Table 32: Single Family Bill Impacts

5/8" Meter: 14 HCF
5/8" Meter: 23 HCF
5/8" Meter: 30 HCF
1" Meter: 18 HCF
1" Meter: 36 HCF
1" Meter: 49 HCF

Existing Bimonthly
$129.30
$171.78
$207.54

July 1, 2019
Bi-monthly
$136.52
$181.43
$218.32

$243.00
$338.84
$417.88

$256.46
$354.12
$431.73

July 1, 2019 Increase

January 1 Increase
(2020 - 2024)

$7.22
$9.65
$10.78

5.6%
5.6%
5.2%

5.1%
5.0%
4.9%

$13.46
$15.28
$13.85

5.5%
4.5%
3.3%

5.3%
5.1%
5.0%

Multi-Family
Table 33 shows projected bill impacts for selected multi-family customers with low (minimum month
average), average (annual average), and high (maximum month average) consumption and the average
number of dwelling units (DUs) for accounts with each presented meter size. FY 2019/20 increases will vary
for each customer based on their specific account characteristics and usage patterns.
Table 33: Multi-Family Bill Impacts

5/8" Meter: 16 HCF, 2
Dwelling Units
5/8" Meter: 20 HCF, 2
Dwelling Units
5/8" Meter: 26 HCF, 2
Dwelling Units

2" Meter: 161 HCF, 29
Dwelling Units
2" Meter: 183 HCF, 29
Dwelling Units
2" Meter: 214 HCF, 29
Dwelling Units

Existing Bimonthly

July 1, 2019
Bi-monthly

July 1, 2019
Increase

Increase
per DU

January 1 Increase
(2020 - 2024)

$128.50

$148.90

$20.40

15.9%

$10.20

5.1%

$148.30

$148.90

$0.60

0.4%

$0.30

5.1%

$178.00

$148.90

-$29.10

-16.3%

-$14.55

5.1%

$1,162.62

$1,360.76

$198.14

17.0%

$6.83

5.0%

$1,252.38

$1,473.84

$221.46

17.7%

$7.64

5.0%

$1,378.86

$1,633.18

$254.32

18.4%

$8.77

4.9%
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Commercial and Institutional
Table 34 shows projected bill impacts for selected commercial, institutional, and City customers with low
(minimum month average), average (annual average), and high (maximum month average) consumption.
FY 2019/20 increases will vary for each customer based on their specific account characteristics and usage
patterns. On average, these customers will see FY 2019/20 increases less than the overall 6 percent revenue
requirement increases due to the updated allocations and the separation of irrigation customers into a
unique class.
Table 34: Commercial, Institutional, and City Bill Impacts

5/8" Meter: 9 HCF
5/8" Meter: 12 HCF
5/8" Meter: 15 HCF

Existing Bimonthly
$111.19
$127.18
$143.17

July 1, 2019 Bimonthly
$113.64
$129.30
$144.96

2" Meter: 85 HCF
2" Meter: 117 HCF
2" Meter: 152 HCF

$958.79
$1,129.35
$1,315.90

$976.92
$1,143.96
$1,326.66

July 1, 2019 Increase

January 1 Increase
(2020 - 2024)

$2.45
$2.12
$1.79

2.2%
1.7%
1.3%

5.2%
5.2%
5.1%

$18.13
$14.61
$10.76

1.9%
1.3%
0.8%

5.2%
5.1%
5.0%

Irrigation
Table 35 shows projected bill impacts for selected irrigation customers with low (minimum month average),
average (annual average), and high (maximum month average) consumption. FY 2019/20 increases will vary
for each customer based on their specific account characteristics and usage patterns. On average, these
customers will see FY 2019/20 increases greater than those of other non-residential users’ increases due to
the separation of irrigation customers into a unique class with rates that reflect their higher peak load on the
system.
Table 35: Irrigation Bill Impacts

5/8" Meter: 6 HCF
5/8" Meter: 15 HCF
5/8" Meter: 20 HCF
1" Meter: 18 HCF
1" Meter: 50 HCF
1" Meter: 82 HCF

Existing Bimonthly
$95.20
$143.17
$169.82

July 1, 2019 Bimonthly
$100.08
$150.21
$178.06

$253.98
$424.54
$595.10

$266.90
$445.14
$623.38

$4.88
$7.04
$8.24

5.1%
4.9%
4.9%

January 1 Increase
(2020 - 2024)
5.3%
5.1%
5.0%

$12.92
$20.60
$28.28

5.1%
4.9%
4.8%

5.3%
5.0%
4.9%

July 1, 2019 Increase
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Rate Comparison
Figure 6 shows a comparison of the City’s existing and proposed July 1, 2019 typical single family bill to that
of the other local agencies. While such comparisons give some indication of where an agency stands in
comparison to its peers, care should be taken in drawing conclusions as each agency has a unique set of
circumstances.

$250

SINGLE FAMILY BILL COMPARISON
(5/8" Meter and 17 HCF)

Bi-Monthly Bill

$200

$150

$100

$50

$-

Fixed Charge

Commodity Charge

Additional Commodity Charge

Regional Average (excludes Del Mar)

Figure 6: Local Single Family Bill Comparison
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6. Definitions and References
Definitions
Acre-Ft – unit of measure for large volumes of water, equal to one foot of water depth over a one acre area,
volumetric wholesale charges from SDCWA are assessed on a per acre-ft basis, one acre-ft equals 435.6 HCF
or 325,829 gallons
AFY – Acre-Ft per year, used as the unit of measure for wholesale water purchases
Calendar Year (CY) – January 1 through December 31, the proposed rates will be implemented on a calendar
year basis
Capacity Ratio – the amount of flow from a water meter of a given size as compared to that of a base size,
capacity ratio are used to calculate MEUs
The table below shows the assumed flow and capacity ratio associated with each meter size.
Table 36: Capacity Ratios

Meter Size

Assumed
Maximum Flow
(GPM)

Capacity Ratio

5/8"

20

1.0

3/4"

30

1.5

1"

50

2.5

1-1/2"

100

5.0

2"

160

8.0

3"

320

16.0

4"

500

25.0

6"

1200

60.0

8"

1600

80.0

10"

2400

120.0

Dwelling Unit (DU) – an individual residence within a multi-family complex, or a single family residence, tier
allotments for multi-family customers are based on the number of dwelling units associated with each
account
Fiscal Year (FY) – July 1 through June 30, the City tracks its finances on a fiscal year basis
Hundred Cubic Feet (HCF) – unit of measure for water volume, the City’s volumetric rates are assessed on a
per HCF basis, one HCF equals approximately 748 gallons
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Meter Equivalent Unit (MEU) – a measure of the capacity required to serve a meter of a given size related to
the maximum amount of flow for that meter (capacity ratio), the City’s bi-monthly fixed charges are
assessed on a per MEU basis
Peaking Factor – a metric of discerning the incremental demand placed on the water system in on time
period as compares to a base time period, peaking factors are estimated based on historical billing data
Multiple peaking factors can be calculated based on billing data for use in different calculations. For
example, the peaking factors shown in Table 17 are calculated for each customer class by dividing average
summer usage by average winter usage, and reflect the seasonal shift in demand for each customer class. In
this instance the peaking factors are used as a means to compare the seasonal variability of the customer
classes to one and other.
Typical Customer – a typical single family customer is defined as an account served by a 5/8” water meter
with 17 HCF of usage bi-monthly
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7. Appendices
Appendix A – Water Usage and Supply Cost Projection
Calculations from “Water Purchases – Pass Thru” tab of water rate model.
Appendix B – Customer Data
Information from “Customer Data” tab of water rate model.
Appendix C – Operating and Maintenance Expenditure Projection
Calculations from “Water O&M” tab of water rate model.
Appendix D – Revenue Requirements
Calculations from “Revenue Requirement” tab of water rate model.
Appendix E – Funding and Reserve Projections
Calculations from “Funding” tab of water rate model.
Appendix F – Functional Cost Allocation
Calculations from “Functional Allocation” tab of water rate model.
Appendix G – Customer Cost Allocation
Calculations from “Customer Allocation” tab of water rate model.
Appendix H – Rate Design Calculations
Calculations from “Rate Design” tab of water rate model.
Appendix I – Demand Management Surcharge Calculations
Calculations from “Dmd Mgmt…” tabs of water rate model.
Appendix J – Customer Class and Bill Impacts
Calculations from “Class Impacts and “Bill Impacts” tabs of water rate model.

[DRAFT] | MARCH 2019| 47

59

March 18, 2019

Item 11

Draft Water Cost of Service Report | DEL MAR

Appendix A: Water Usage and Supply Projection
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Appendix B: Customer Data
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Appendix C: Operating and Maintenance Expenditures
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Appendix D: Revenue Requirements
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Appendix E: Funding and Reserve Projections

[DRAFT] | MARCH 2019|

64

March 18, 2019

Item 11

Draft Water Cost of Service Report | DEL MAR

Appendix F: Functional Cost Allocation
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Appendix G: Customer Cost Allocation
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Appendix H: Rate Design Calculations
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Appendix I: Demand Management Surcharge
Calculations
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Appendix J: Customer Class and Bill Impacts
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Water Fund - Capital Improvement Program (CIP) Projects - FY 2020-FY 2024

Attachment B

F
Y
1
8 FY19/20
/
1
9

Project Name

Project Description

San Dieguito River Bridge
Emergency Pipe Repair

To repair and/or replace the two 12" water mains attached to the bridge
substructure and appurtenances.

Bi-Annual Utility Improvements

Water infrastructure upgrades and rehabilitation per Water Master Plan (W-DL001).

Upsize 4th Street PRV Station

Upsize 4th Street PRV Station, help fire flow

$
$

Stratford Zone Conversion

Remove the not-needed Stratford Zone and improve the service and fire
pressure in the area and improve water quality in the 11th Street Reservoir. (WSR-005)

Citywide Fire Flow Upgrades

Modifications of Pressure Relief Valves and piping at Forest, 4th, 21st to
accommodate fire flow scenarios (W-DV-003, W-DL-004, W-DV-005)

$

90,000 $

Forest PRV Station Modifications

Forest PRV Station Modifications, help fire flow

$

45,100

$ 352,000

FY20/21

$ 176,000 $

FY21/22

120,000

FY22/23

$ 332,000

1,056,000

49,500

$

49,500

9,900

$

9,900

$

300,000

$

45,100

$ 210,000 $

210,000

$

12,000

20,000 $

100,000

210,000

Retrofitting and rehabilitation of all reservoir facilities per useful life analysis (WSR-005), 11th street first
Upgrade piping, bypass vault at City's connection with San Diego at Crest
Crest Reservoir Piping Upgrade
Reservoir
Installation of bypass piping and modification of PRS at Oribia and Pine Needles
High Zone Pressure Relief Stations
(W-DV-007), protect high zone from PRV failure.
Zuni Reservoir Decommissioning, Decommissioning and Demo of Zuni Reservoir and conversion of Zuni Zone to
Demo, and Zone Conversion
Low Zone, minor new system piping
Install a valve with flow control and altitude control to prevent pressure drop from
11th Street Reservoir Improvements
filling too quickly.

Recycled Water Infrastructure
Expansion
Christie Lane BO
Seismic Equipment Assessment
Low Zone Service Expansion

Retrofit all city water meters with new automated meter reading technology
Extension of the recycled water piping along the City's arterials. Phase 1
expanded recycled water system infrastructure to the north-end of Camino Del
Mar near 29th Street. Future phases for evaluation would be expansion of the
system further south to serve the Camino Del Mar medians, City Hall, and the
Reroute water service connection to allow dead end abandonment and
restablish loop.
Risk assessment/removal of seismic equipment at Torrey Pines and Crest
Reservoirs
Installation of new 12" pipeline in Camino del Mar (W-DL-006), Fairgrounds to
11th Street, looping, water quality

Install 6-inch Pipeline across 21st
Street

Install 6-inch Pipeline across 21st Street

High Zone Backfeed Project

Decommission Abandoned PS and Provide Backfeeds to High Zone from
Intermediate Zone

Water Valve Replacements

Water Valve Replacements as identified by PW's Valve Exercising Program.

TOTAL WATER FUND CIP
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$

Total

76,000 $

Reservoir Rehabilitation Program

Automated Meter Infrastructure

FY23/24

March 18, 2019

$

12,000

$

20,000

$372,000

$

20,000 $

$390,500

20,000

$350,000

$

20,000

$352,000

$

$306,000

$1,770,500
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