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 Wastewater Rates

REQUESTED ACTION/RECOMMENDATION:
Receive staff presentation, review, and direct staff to proceed with the required
Proposition 218 public noticing process for recommended wastewater 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 wastewater 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.
Sewer services within Del Mar are provided by the City’s Public Works Department,
serving 1,688 active sewer accounts, consisting of 1,392 single family residential, 188
multi-family residential, and 102 commercial/institutional/other accounts, nine City
accounts, and the Fairgrounds. The City contracts with both the San Elijo Wastewater
Joint Powers Authority (JPA) and the City of San Diego Metropolitan Wastewater System
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(Metro) for wastewater treatment services. In maintaining the City’s wastewater system,
the most important goals are public health and safety, and reliability, while at the same
time being cost effective.
The vast majority (98%) of Del Mar’s wastewater flow now goes to San Elijo. The City of
Del Mar needs to continue to contract with the City of San Diego “Metro” System for both
covering the few homes and businesses that flow south towards San Diego and for times
when Del Mar’s flow might exceed San Elijo’s ability to treat Del Mar’s demand. Del Mar’s
average daily wastewater flow is about 521,000 gallons per day (gpd). The largest
customer is the Fairgrounds, with an average daily flow of 85,965 gpd.
The last scheduled rate adjustment for wastewater services occurred on January 1, 2019,
based on the five-year rate schedule for wastewater adopted in 2014.
Based on the cost of doing business, the increased need to replace aging wastewater
infrastructure, and increased costs to transport and treat wastewater, in order to collect
sufficient revenue for covering the cost for service, a rate adjustment needs to occur on
July 1, 2019, with an additional adjustment on January 1, 2020 and annually on January
1st for the four subsequent years.
The five-year rate schedule adopted for wastewater rates in 2014 was prepared by
Carollo Engineers (“consultant”) 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 and the proposed five-year rate schedule.
In 2014, the anticipated necessary annual revenue increases for wastewater services
were as follows:

Annual Total Revenue
Adjustment

2015

2016

2017

2018

2019

3%

3%

2.5%

2.5%

2.5%

Looking ahead, the necessary annual revenue adjustment to cover the cost for providing
service is as follows:
Monthly Cost Increase
for Typical Customer
(Based on 17 units
bimonthly water use)

Necessary Total
Revenue Adjustment

2

2019

2020

2021

2022

2023

2024

$11.09

$10.37

$11.51

$12.11

$12.75

$13.18

5%

5%

5%

5%

5%

5%

March 18, 2019

Item 12

City Council Staff Report
Overview of Proposed Wastewater Rates
March 18, 2019
Page 3 of 9

The proposed wastewater rates and cost of service study were reviewed by the Finance
Committee on February 26, 2019. The Committee voted to recommend that the City
Council proceed with the necessary process for implementation of the recommended
rates.
DISCUSSION/ANALYSIS:
In fall 2014, the City adopted a five-year rate schedule for wastewater rates. The City is
in the final year of the Council-adopted five-year wastewater 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 transport and treat
wastewater, as well as City operating and capital costs and projected revenues.
Factors that Impact Rates for Wastewater
The cost for providing wastewater service is affected by external and internal factors. Not
including capital projects, the City spends approximately $3.4 million annually on
wastewater service for the external and internal components. In addition, over the fiveyear rate study, the City is forecasted to spend nearly $2 million on water system capital
projects.
External costs are those expenses that the City must pay to other agencies for wastewater
treatment and transportation, whereas internal factors are those costs related to the City
of Del Mar organization, such as staffing, equipment, and other expenses to maintain the
wastewater infrastructure. In the FY 2019-20 rate projection, external factors are
expected to drive approximately 27% of the cost of the wastewater system operation.
Over the proposed rate period external costs are expected to comprise anywhere from
27% - 33% of the actual cost of running the utility.
San Diego’s system has been operating the Point Loma Wastewater Treatment Plant as
an Advanced Primary Treatment Plant with a waiver from the Federal Environmental
Protection Agency (EPA) allowing the plant to operate below the federally required
Secondary Treatment standard. In response to more stringent regulatory requirements,
public and environmental pressure, and the need for alternative water sources, San Diego
is now in the process of pursuing their Pure Water project (advanced water purification)
which will be a significant investment for the region and will impact wastewater costs.
In anticipation of this and in an effort to increase operational flexibility and reduce
treatment and transportation costs, the City constructed a force main connecting the
City’s system to San Elijo Joint Powers Authority (SEJPA) treatment plant, via Solana
Beach.
The force main allows the City to pump up to 600,000 gallons per day to SEJPA, where
it can be treated and discharged at a cost saving in comparison to City of San Diego
Metro System. The City now sends over 98% of its flows to SEJPA. Treatment and
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transportation costs to San Diego were reduced from $146,000 in FY 2016-17 to
approximately $97,000 in FY 2017-18, while the treatment and transportation cost for
flows sent to SEJPA in FY 2016-17 was $533,000, those flows increased to $760,000 in
FY 2017-18, and are expected to be approximately $795,000 this fiscal year. They are
anticipated to rise to $911,000 in FY 2019-20.
Although the City has minimal ability to influence the external costs, the City uses its
position on the governing board of the San Diego Metro Wastewater JPA and its
relationship with the City of San Diego Public Utilities Department staff to advocate for
cost-efficiency for that portion of our costs that go to San Diego. The City’s decision to
move the vast majority of its wastewater to San Elijo has been a significant costs savings
over what we would have paid if that entire wastewater flow were going to San Diego.
Additionally, the City has taken several steps to reduce internal costs for maintenance
and operations.
In general, factors that drive the costs for wastewater rates are as follows:
San Elijo JPA
 Treatment and transportation costs associated with treatment at San
Elijo Water Reclamation Facility

External
Factors

City of San Diego Metro Wastewater System
 Cost to transport Del Mar’s wastewater through the City of San Diego’s
infrastructure (pipes and pump stations) to the North City Water
Reclamation facility and the Point Loma Water Treatment Plant for ocean
discharge
 Cost for wastewater treatment
 Cost for industrial wastewater discharge monitoring
 Del Mar’s share of cost to operate the Metro Wastewater System
 Operational costs (inspection of pipes, jet rodding, preventing inflow and
infiltration, energy costs to operate the pump stations)
 Maintenance and rehabilitation of local infrastructure and equipment
(capital projects)

Internal
Factors

 Debt service for the sewer force main connection to Solana Beach’s
sewer system, which then connects Del Mar to the San Elijo Wastewater
Reclamation Facility.
 Administrative costs (Planning, customer service, billing, education, and
utility management)
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A vital 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 other dynamics impacting the wastewater rates are:


Projected Water Use for Future Years
This is a very important factor because a portion of user rates for water,
wastewater, and clean 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 for all three services.
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.
The previous rate case anticipated that water use would be about 1,085 acre-feet.
In actuality, water use restrictions were in effect for a portion of the last five-year
rate period and the average annual water use Citywide between FY 2014-FY 2018
was about 977 acre-feet, which impacts how actual revenues collected compared
to projections. By the City not implementing drought rates during this period,
the Wastewater 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 Wastewater 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 rates assumes water purchases for FY 2020 through
FY 2024 will be 1,000 acre-feet, which is comparable to water use in recent years
that were not impacted with drought restrictions. Potable water use in FY 2013-14
was 1,085 acre-feet; for FY 2016-17 it was 939. Water use in Del Mar continues
to decline. The volume of anticipated water consumption is about 8% less than the
previous rate case. Lower water consumption means less revenue is collected
by the utility, which impacts rates because the wastewater utility’s fixed
costs to maintain the system continue to increase.
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Capital Projects to Rehabilitate Sewer 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. Being
proactive provides for a system that is less likely to fail, costs less to maintain, and
that is more reliable for public health and the environment. 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 $2 million over the five-year rate study. The proposed
rate provides for an average expenditure for capital improvement program (CIP)
projects of $391,000 per year over the five-year period. The programmed projects
utilizing the $391,000 will fund most Priority One and Priority Two sewer system
maintenance projects over the next five years as identified in the Sewer System
Master Plan. Examples of Priority One projects include urgent repairs to the
wastewater system, such as failing pipelines. Priority Two projects involve highrisk repairs that have been identified via pipeline video and within the masterplan.



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.

Steps for Determining Recommended Rates
Although rate-setting is complex, it can be broken into three steps:
Step 1:

6

Determine what the cost will be to provide service. Because Del Mar is
setting rates for a five-year period and exact costs are unknown for outlying
years, costs for year 1 are determined and an escalator factor is applied for
years 2-5, either using consumer price index (CPI) or consistent with the
30-year financial projection model for the City’s General Fund. This step
also includes reviewing the reserve accounts for each fund. The main
categories of reserve accounts and corresponding recommended levels are
identified below:
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Recommended
(Approximate)

Amount

Reserve Type

Description

Net Position1

Also referred to as “fund balance” or Minimum
10%
contingency
“retained earnings”
based on expenditures for year

Bond Security/
Loan Reserve1

One-year worth of payment for Equal to one-year of outstanding
outstanding bond debt service
debt service

Pension Reserve2

Reserve account for anticipated
pension obligations

$110,500 for 2018; escalates
annually consistent with Citywide Pension Reserve Model

Rate Stabilization1

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

Maintain a balance of $200,000

Set-aside funds for unanticipated
significant repairs

$350,000 annually

Capital Replacement1

Minimum of 45-days;
Maximum of 90-days.

Operating Reserve1

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 90-days, difference
above transfers to net position
or capital reserve.

Equipment
Replacement3

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

Phasing in to minimize impact
on rates; year 1 set at $50,000,
escalating by $50,000 annually
for four years.

Self-Insurance
Reserve2

Reserve for self-insured retention
for insurance claims

Maintain a balance of $50,000

1 Reserve

categories and thresholds established by the previous rate study.

2 New reserve categories for Wastewater Fund.
3 Reserve categories for the Wastewater Fund
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Step 2:

Once the costs are determined, they are categorized as either a fixed cost
(e.g., basically meaning that the cost to the City is the same regardless of
how much water is used) or a variable cost (meaning that the cost fluctuates
according to how much water is used (e.g., the cost for buying the water
itself or for treating wastewater, which are based on volume).

Step 3:

Costs are apportioned among customer user classes in fairly and equitably
following industry standard and in compliance with state law based on
customer type (e.g., residential, commercial, institutional) and size of meter.

A financial model is used to enter all the necessary data, including recent customer water
use data. In consumption 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.
Overview of Rate Changes
Based on estimated revenues and expenditures for Fiscal Year 2020-2024 and
replenishing reserves, a revenue adjustment is necessary for the Wastewater Fund
according to the schedule below. The first adjustment would take effect July 1, 2019, with
additional adjustments occurring on January 1 of each subsequent year through 2024:

Necessary Total
Revenue Adjustment

2019

2020

2021

2022

2023

2024

5%

5%

5%

5%

5%

5%

Proposed Wastewater Rate
The current bi-monthly sewer rate for the typical Single Family Residential customer with
a 5/8” meter is $208.75. The new proposed rate would raise the average monthly bill by
$5.14 or 5% in 2019. The table below shows proposed increases for the next five-years.
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In addition, Chapter 22.04.110 of the Del Mar Municipal Code (DMMC) identifies a rate
structure formula that may be used during times of drought. No changes are proposed
to that section of DMMC as part of this rate update.
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 wastewater service, it
is necessary for a rate adjustment to take effect July 1, 2019, with an additional
adjustment on January 1, 2020 and on January 1 of the subsequent four years. The
proposed five-year rate adjustments allow the Wastewater Fund to balance its annual
operating budget while building-up available cash for future capital costs and stabilizing
rates for customers.
Table 10 on page 17 of Attachment A (the Carollo Wastewater 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), with a negative cash flow of about (-$698,000) at the end of the fifth
year. Table 10 on page 17 of the Carollo report also shows the proposed rate adjustments
and the effect of incrementally balancing the budget and creating positive cash flow.
ENVIRONMENTAL IMPACT:
This is not a project as defined by CEQA
ATTACHMENTS:
Attachment A – Carollo Wastewater Cost of Service Study Draft Report
Attachment B - Wastewater Fund Capital Improvement Program – FY 2020-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

COD

Chemical Oxygen Demand

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, Clean Water and Wastewater Cost
 ȋ  Ȍ   ȋ  Ȍͮͬͭ͵ ȀͮͬͮͬͮͯȀͮͰǤ   
development of a five-year 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 each 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 wastewater rates and the resulting customer impacts.
 ͱǦ    
 ͮͬͭͰǤ

Background
   ͮ     ǡ ͮͮ
District Agricultural Association, which operates the Del Mar Fairgrounds (Fairgrounds). The City’s
  ͰǡͯͬͬǤ    ǡ ǡ
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 Wastewater System
The City’s wastewater services are provided by the City’s Public Works Department. The Wastewater Utility
 ͭǡͲʹ ʹ    ǡ ͭǡͯ͵ ͬ ǡͭʹ ͳ Ǧ
 ǡͭͬͮ    ȀȀǡ͵   ǡ Ǥ 
contracts with the City of San Diego (Metro ) and San Elijo Joint Powers Authority (SEJPA) for wastewater
  Ǥ  ͮͳ    ͮ
Ǥ    ͱͮͭǡͬͬͬȋȌǤ
   ǡ  ͭͲǤͱ  Ǥ
Historically, the City has relied on Metro to provide treatment for the entirety of wastewater flows. In an
effort to increase operational flexibility and reduce treatment and transportation costs, the City constructed
a force main connecting the City’s system to the San Elijo Joint Powers Authority (SEJPA) via Solana Beach.
     Ͳͬͬǡͬͬͬ   ǡ 
discharged at a cost savings in comparison to the Metro System in San Diego. There is still a small portion of
Del Mar’s wastewater that goes to the METRO System.

Current Wastewater Rates and Fees
    ǯȋ  ͮͬͭͰȌǡ    
ͭǡͮͬͭ͵ Ǥ ǯ      
commodity rates, customers are billed bi-monthly. Fixed service charges are based on meter size. Variable
commodity charges are based on water consumption with a rate for each customer class.
For single family customers, the charges are calculated based on each customer’s water usage with a charge
cap based on each customer’s lowest winter (October through March) billing period. If a customer’s

[DRAFT] |    ͮͬͭ͵ | Ͳ
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  Ͱ   ǡ Ͱ   ʹ   Ǧ Ǥ 
  ǡ       ǯ ͵ ͬǦ
   Ǥͭ    ǯ   Ǥ
ͭǣ    
Fixed Charges
Meter Size

Bi-monthly
Charge

Variable Rates (per HCF)
Single Family

$6.71

General Commercial/
Multi- Family

͈ͲǤͳͭ

ͱȀʹ ̺

͈͵ ͰǤͲʹ 

ͯȀͰ̺

͈ͭͰͮǤͬͮ

Hotels/Motels
w/o Restaurants

͈ͲǤͱͲ

̺ͭ

͈ͮͯͲǤͲʹ 

Hotels/Motels
w Restaurants

͈͵ ǤͰͯ

ͭǤͱ̺

͈ͰͳͯǤͯͮ

Institutional

͈ͲǤͳͭ

̺ͮ

͈ͳͱͳǤͮͲ

Restaurants

͈ͭͭǤͭͲ

̺ͯ

͈ͭǡͱͭͰǤͱͮ

Shopping Center

͈ͳǤͳͮ

Fairgrounds (based on
ͭͬͬά  Ȍ

$7.69

Fairgrounds
(monthly)

$42,582.12

Rate applied to winter quarter
average wastewater discharge.

Rates applied to bi-monthly water
 ͵ ͬ  
factor.

Metered wastewater discharge, no
RTS factor applied.

[DRAFT] |    ͮͬͭ͵ | ͳ
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Overview of Rate Setting Process
Rate analyses are typically performed periodically in order to establish the adequacy of the existing recovery
levels to provide system revenues sufficient to fund utility operations, maintenance, and reserves for future
replacement and enhancement capital needs. In California, wastewater rates must adhere to the cost-of    ͮͭʹ  Ǥ ͮͭʹ Ǧ
related fees and charges, including water, clean water and wastewater rates, do not exceed the reasonable
and proportional cost of providing the service. The cost-of-service and rate design analysis developed for the
study consists of four interconnected steps.

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.

Wastewater Discharge Analysis

Forecasts billed wastewater discharges based on water sales using 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 debt service and applicable coverage ratios, and establishes a baseline revenue need.
As these expenses increase over time due to cost escalation and a growing service area and population, 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.

Step 2: Wastewater Discharge Analysis
Forecasting wastewater discharges (flows) is a critical component in the rate setting process as much of the
 ǯ   Ǥ ͱ
examine historical water demand patterns and wastewater billed flows and potential developing trends.
Seasonal water usage data was used to estimate billed sewer flows for single family customers. This analysis
assumes that account growth is negligible through the projection period as the City is almost entirely builtout.
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Step 3: Functional Cost Analysis
After determining a utility’s revenue requirements, the next step 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 flow, meters, 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
    ͮͬͮͮȀͮͯǡ 
 Ȅ     ͮͭʹ    
projected levels.
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2. Wastewater 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.

 ǯ  ͮͬͭʹ Ȁͭ͵      ȋ Ƭ  Ȍ
ǡ   ͮͬͭͳȀͭʹ   Ǥǡ
the analysis is based on relevant financial information provided by the City including: reserve ending fund
balances, the budgeted capital improvement plan expenditures, other future expenses and revenues,
reserve 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.
 ǡ   ȋͭȌ
 ȋͮȌ Ǥ       
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.
Bond-Coverage Sufficiency Test: measures the ability of a utility to meet legal and policy-driven
revenue obligations. Given the utility’s existing debt obligations, it is required to collect sufficient
 Ǧ Ƭ   ͭǤͭͱ  ǯ
debt-service requirements due in a year. However, projections have been completed assuming a
  ͭǤͱͬ   Ǥ
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Sewer Usage and Growth
This analysis assumes that there will be minimal account growth through the projection period as the City is
almost entirely built-out. Additionally, it is assumed that any population growth will not lead to sewer flow
      Ǥͮ   
each rate class. A detailed projection of sewer flows is included in Appendix B.
The City assesses connection fees to new development and capacity upgrades for existing connections for
those users to buy into the system. Due to the minimal amount of growth, connection fee revenue is not
expected as a significant source of revenue 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.
ͮǣ    

Single Family Residential
General/Multi-Family
Institutional
Hotels/Motels w/o Restaurants
Hotels/Motels w/ Restaurants
Restaurants
Shopping Center
Fairgrounds
Total Billed HCF

HCF
(Hundred Cubic
Feet)
ͭͭͲǡ͵ ͱͲ
ͲͰǡͱʹ ͮ
ͳͯͮ
Ͱǡͱͬͯ
ͭͬǡͰʹ ͮ
ͮǡͳͳͭ
ͭͭǡʹ Ͳʹ 
ͰͮǡͭͯͰ
ͮͱͰǡͬͮͳ

MG
(Million Gallons)
ʹ ͳǤͰʹ 
Ͱʹ Ǥͯͭ
ͬǤͱͱ
ͯǤͯͳ
ͳǤʹ Ͱ
ͮǤͬͳ
ʹ Ǥʹ ʹ 
ͯͭǤͱͮ
ͭ͵ ͬǤͬͭ

Average MGD
(Million Gallons
per Day)
ͬǤͮͰ
ͬǤͭͯ
ͬǤͬͬ
ͬǤͬͭ
ͬǤͬͮ
ͬǤͬͭ
ͬǤͬͮ
ͬǤͬ͵ 
ͬǤͱͮ

Population and Account Growth
      ǡ  Ͱǡͯͮͮ ͭǡ
ͮͬͭʹ Ǥ      
expected to be offset by conservation.

Existing Revenues
The City’s primary source of wastewater revenues is user rates in the form of the bi-monthly fixed charges
         Ǥ  ͵ ͭ
   Ǥ ǡ   ͰͲ
 ǡ   ͱͰ Ǥ
    ͮͬͭ͵ Ȁͮͬǡ  ͈ͭǤͰͱ 
͈ͭǤͳͯ     Ǥ

Offsetting Revenues
In addition to user rate revenues, the City collects revenues from several other sources including interest
earnings, non-rate charges for services, connection fees and other miscellaneous revenues. These offsetting
    Ǥͯ
offsetting revenues.
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ͯǣ  
 ͮͬͭ͵ Ȁͮͬ

 ͮͬͮͬȀͮͭ

 ͮͬͮͭȀͮͮ

 ͮͬͮͮȀͮͯ

 ͮͬͮͯȀͮͰ

Offsetting Revenues
Connection Fees
Fines and Forfeitures

ȋͭȌ

Income from Property & Investments
Miscellaneous Revenues
Total Offsetting Revenues

ȋͮȌ

͈Ͱ͵ ǡͬͬͬ

͈ͱͭǡͬͬͬ

͈ͱͮǡͬͬͬ

͈ͱͰǡͬͬͬ

͈ͱͲǡͬͬͬ

ͭͯǡͬͬͬ

ͭͯǡͬͬͬ

ͭͯǡͬͬͬ

ͭͯǡͬͬͬ

ͭͯǡͬͬͬ

Ͳǡͬͬͬ

Ͳǡͬͬͬ

Ͳǡͬͬͬ

Ͳǡͬͬͬ

Ͳǡͬͬͬ

ͮͬͬ

ͮͬͬ

ͮͬͬ

ͮͬͬ

ͮͬͬ

͈Ͳʹ ǡͮͬͬ

͈ͳͬǡͮͬͬ

͈ͳͭǡͮͬͬ

͈ͳͯǡͮͬͬ

͈ͳͱǡͮͬͬ

NOTE:
ȋͭȌ Fines and Forfeitures: Penalties, fines, and forfeitures from customers.
ȋͮȌ Income from Property & Investments: Interest earnings on the utility’s various funds.

Operating Expenditures
Operating needs (O&M) are expenditures that the wastewater utility incurs in the day-to-day operations of
its systems (e.g., employee salaries and benefits, fuel, chemicals, power and treatment and transportation
services.) Other costs in the operating budget include indirect costs from the City’s indirect cost allocation
plan.
 ǯ  ͮͬͭʹ Ȁͭ͵    
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 for any items that
may need to be adjusted due to foreseeable future operational changes. For most costs, forecasting was
    Ͱ Ǥ
Ͱǣ    
Cost Escalator
General Cost
Inflation
Salary Inflation
Pension Inflation
Medical Inflation
Admin Charge
Inflation
Utilities Inflation
Construction
Inflation
Customer Demand
Growth
Water Sales Change

Description
This escalator applies to most expenses in the operating expense forecast, and it is set
Ǧ ͯ Ǥ
The labor escalator was established based on guidance from staff.   ͯά 
   ȋ   Ȍͯά    
adjustment.
   ǯ  ͱǡ
  ͭͯ  Ǥ
This escalator is applied to employee benefit expenses, it is set at ͳǤͱ for the
ͮǤ ͳά ͮͬͮͭǤ
Administrative charges allocated to the wastewater utilizes based on the City’s
      ͯǤͲʹ  Ǥ
Typically higher than general inflation, this escalator is applies to costs such as
  ͯά Ǥ
Capital cost inflation is commonly linked to the Engineering News Record (ENR)
   ȋ  Ȍǡ   ǯǦ ͯ
percent.
Customer demand growth is assumed no growth throughout the projection period as
the City is almost entirely built out plus New Development is required to pay
capacity/connection charges to “buy in” to the System which accounts for their impact
Water sales, and therefore sewer flows, are expected to remain flat through the
projection period.
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    ͈ͯǤͬͱ   ͮͬͮͯȀͮͰǡ
ͭʹ ǤͲ  ͱǡ    ͮͬͭ͵ Ȁͮͬ ͈ͮǤͱͳ
million. The projected expenditure increases are driven by treatment and transportation cost increases, as
   ǯ Ǥͱ   ǯ 
expenditures throughout the study period. Detailed projections of offsetting revenues and operating
expenditures are included in Appendix C.
ͱǣ   Ƭ  

General and Admin
Metro Treatment and San Diego
Transport
SEJPA Treatment and Solana
Beach Transport
Total O&M Expenditures

 ͮͬͭ͵ Ȁͮͬ

 ͮͬͮͬȀͮͭ

 ͮͬͮͭȀͮͮ

 ͮͬͮͮȀͮͯ

 ͮͬͮͯȀͮͰ

͈ͭǡͱ͵ ͮǡͬͬͬ

͈ͭǡͲͲͱǡͱͬͬ

͈ͭǡͳͰͮǡͱͬͬ

͈ͭǡʹ ͮͮǡͳͬͬ

͈ͭǡ͵ ͬͳǡͭͬͬ

Ͳʹ ǡͳͬͬ

ͳͬǡͳͬͬ

Ͳͳǡͱͬͬ

ͳ͵ ǡͱͬͬ

ͳʹ ǡͳͬͬ

͵ ͭͬǡ͵ ͬͬ

͵ Ͱͮǡͱͬͬ

͵ ʹ ͳǡͮͬͬ

ͭǡͬͮͱǡͱͬͬ

ͭǡͬͲͰǡͬͬͬ

͈ͮǡͱͳͭǡͲͬͬ

͈ͮǡͲͳʹ ǡͳͬͬ

͈ͮǡͳ͵ ͳǡͮͬͬ

͈ͮǡ͵ ͮͳǡͳͬͬ

͈ͯǡͬͰ͵ ǡʹ ͬͬ

Debt Service
 ǯ      Ͳ
 Ǥͮͭ     ȋ Ȍǡ    
Infrastructure Rehab and San Elijo WW Force Main Loan is California Infrastructure Economic Development
 ȋ  ȌǤ   ͈ͱʹ ͭǡͭͬͬǤͳ  
service for each year of the study.
Ͳǣ   
Remaining
Interestͭ

Remaining
Principalͮ

Total
Remaining

Approximate
Annual
Payment

Maturity

ͮͭ    
͈͵ ͬͯǡͲͬͬ
͈ͯǡ͵ ͭͮǡͳͬͬ
͈Ͱǡʹ ͭͲǡͯͬͬ
͈ͯͰͰǡͬͬͬ
 ͮͬͯͮȀͯͯ
Station Loan
Citywide WW Infrastructure
Rehab and San Elijo WW
͈Ͳ͵ Ͱǡͭͬͬ
͈ͯǡͬ͵ Ͳǡʹ ͬͬ
͈ͯǡͳ͵ ͬǡ͵ ͬͬ
͈ͮͮͳǡͰͬͬ
 ͮͬͯͱȀͯͲ
Force Main Loan
Notes:
ȋͭȌ     ͭǡͮͬͭ͵     
agreements.
ȋͮȌ      ͭǡͮͬͭ͵ Ǥ
ͳǣ      

Principal
Interest
Bond Service
Total

FY
ͮͬͭ͵ Ȁͮͬ
͈ͯʹ ͯǡͭͬͬ
ͭʹ ʹ ǡͯͬͬ
͵ ǡͳͬͬ
ͱʹ ͭǡͭͬͬ

FY
ͮͬͮͬȀͮͭ
͈ͯ͵ ͯǡͭͬͬ
ͭͳͳǡʹ ͬͬ
͵ ǡͳͬͬ
ͱʹ ͬǡͲͬͬ

FY
ͮͬͮͭȀͮͮ
͈ͰͬͯǡͰͬͬ
ͭͲͳǡͬͬͬ
͵ ǡͳͬͬ
ͱʹ ͬǡͭͬͬ

FY
ͮͬͮͮȀͮͯ
͈Ͱͭͯǡ͵ ͬͬ
ͭͱͲǡͬͬͬ
͵ ǡͳͬͬ
ͱͳ͵ ǡͲͬͬ

FY
ͮͬͮͯȀͮͰ
͈ͰͮͰǡͳͬͬ
ͭͰͰǡͳͬͬ
͵ ǡͳͬͬ
ͱͳ͵ ǡͭͬͬ
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Capital Projects
The City’s existing wastewater CIP includes a variety of capital projects that involve repairing (or replacing)
the City’s existing wastewater assets. The City completed a Wastewater System assessment and prioritized
   ͮͬͭ͵    
  ͈ͯͳͱǡͬͬͬǤ   
 ǯ Ǥʹ  ͱǦ   
Ǥ   ͮͬͮͯȀͮͰǡ  Ǧ  Ǥ
ʹ ǣ    
Urgent Repairs
Annual High Priority Repairs
Herbicide Program
Total CIP Expenditures
Total CIP Expenditures (Escalated)

 ͮͬͭ͵ Ȁͮͬ
͈ͯʹ ͱǡͬͬͬ
͈ͯʹ ͱǡͬͬͬ

 ͮͬͮͬȀͮͭ
͈ͬ
ͯͳͱǡͬͬͬ
͈ͯͳͱǡͬͬͬ

 ͮͬͮͭȀͮͮ
͈ͬ
ͯͳͱǡͬͬͬ
ͳͬǡͬͬͬ
͈ͰͰͱǡͬͬͬ

 ͮͬͮͮȀͮͯ
͈ͬ
ͯͳͱǡͬͬͬ
͈ͯͳͱǡͬͬͬ

 ͮͬͮͯȀͮͰ
͈ͬ
ͯͱͬǡͬͬͬ
͈ͯͱͬǡͬͬͬ

͈Ͱͬͭǡͳͬͬ

͈Ͱ͵ ͯǡͰͬͬ

͈Ͱͯͬǡͯͬͬ

͈Ͱͭͱǡͳͬͬ

͈Ͱͯͬǡͮͬͬ

Capital Funding
The City plans to fund projects all projects in the study period using Pay As You Go (PAYGO) funding from
rates.

Reserve Requirements
During the previous rate study, the City developed a reserve policy framework with target balances for an
operating fund, capital fund, equipment fund, rate stabilization fund, pension reserve fund, and a selfinsurance fund. Though the reserve targets are not set by the municipal code or ordinance, they lay out a
best–practices strategy for the wastewater utility to follow in its financial planning.
͵    ͮͬͭʹ Ȁͭ͵   
 Ǥ   ͮͬͭʹ Ȁͭ͵ ǡ   
  ͯͬǡͮͬͭ͵ Ǥ  ǡǦ  
 ͈ͭǤͯ Ǥ  ͵ 
include the I-Bank refund.
͵ ǣ     
Reserve Fund
Self-Insurance
Operating Reserve
Capital Replacement
Rate Stabilization Fund
Equipment Replacement Fund
Pension Reserve Fund
Debt Service Reserve
Total Starting Reserves:

FY ͮͬͭ͵ Ȁͮͬ
Beginning
͈ͱͬǡͬͬͬ
ͯͭͳǡͬͬͬ
ͯͰͰǡʹ ͬͬ
ͮͬͬǡͬͬͬ
ͭͱͬǡͬͬͬ
ͱͬͯǡͰͬͬ
ͱͲͭǡʹ ͬͬ
͈ͮǡͭͮͳǡͬͬͬ

Each of the reserves is described below.
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Self-Insurance Fund
  Ǧ       ͈ͱͬǡͬͬͬǤ 
the availability of the I-Bank refund, the Self-Insurance Fund is currently fully funded.

Operating Reserve
The City’s Operating Reserve is in place to provide a buffer for short-term revenue and expenditure
fluctuations driven by wastewater flows, billing constraints, monthly expenditures, etc. The revenue
     Ͱͱ
expenses. Ideally, a greater percentage of a wastewater 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
  Ͱͱ  Ǥ 
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. With the availability of the IBank refund, the Operating Reserve is currently fully funded.

Capital Reserve
The Capital Reserve is held by the City to fund capital improvements to the wastewater system and to
provide a source of funds for capital projects in the event of an emergency. The Capital Reserve is
   ͰͱǤ 
Operating Fund is replenished through revenue, the Capital Reserve is also replenished through this
revenue. Based on system characteristics and revenue needs, the City’s targeted minimum Capital Reserve
 ͈ͯͱͬǡͬͬͬǡ      Ǥ
 Ǧ ǡ   ͈ͯͰͰǡͱͬͬǤ 
expected to dip lower over the next two years in order to fund capital projects years. The reserve is expected
  ͮͬͮͮȀͮͯǡ  ͮͬͮͰȀͮͱǤ

Equipment Replacement Reserve
The City maintains the Equipment Replacement Reserve 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 Replacement
  ͈ͮͬͬǡͬͬͬǤ Ǧ ǡ    
Reserve is currently fully funded.

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
    ͈ͮͬͬǡͬͬͬ    
ͱ ȋͭȌ     Ǥ Ǧ 
refund, the Rate Stabilization Fund is currently fully funded.

Pension Reserve Fund
       ͮͬͭͰȀͭͱǡ   
the Pension Reserve Fund based on the results of the recent CalPERS valuation report. The current annual
   ͈ͭͯͮǡͮͬͬ   ͈ͮͭͱǡͲͬͬ
 ͮͬͮͯȀͮͰǤ
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Debt Service Reserve Fund
The City maintains the Debt Service Reserve Fund for its outstanding debt obligations. Currently, the fund
 ͈ͱͲͭǡʹ ͬͬǡ     ͮͬͯͮȀͯͯ  ͮͬͯͱȀͯͲǤ
funds held in the Debt Service Reserve will become available to the City once each obligation is paid off.

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

Revenue Increases
  ǡ   ͱ  
ǡ  ͮͬͭ͵ Ȁͮͬ  ͮͬͮͯȀͮͰǤ     
ͭǡͮͬͭ͵ ǡ     ͭ ͮͬͮͰǤ
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 water conservation impacting wastewater billings
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
    ͭͬǤ

Capital Funding
As noted above, all of the anticipated capital expenditures will be PAYGO funded. 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.

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
 Ǥ ͱǦǡ ȋ     Ȍ
   ͈ͮǤͱͳ   ͮͬͭ͵ Ȁ͈ͮͬͯǤͬͱ   ͮͬͮͯȀͮͰǤ
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ͭͬ    ȋ Ȍ
 ͮͬͭ͵ Ȁͮͬ
Pre Rate Increase
User Rate Revenues
Other Revenues
Total Revenues:
Expenditures
Ongoing Operating Expenses
Debt Service
Rate Funded Capital (PAYG)
Capital Outlay from O&M
Budget
Reconciliation Payment
Pension Reserve Contribution
Total Expenditures:
Cash flows (pre rate increase)
Debt Coverage (pre rate
increase)
Rate Increase

Revenues from Rate Increases

 ͮͬͮͬȀͮͭ

 ͮͬͮͭȀͮͮ

 ͮͬͮͮȀͮͯ

 ͮͬͮͯȀͮͰ

͈ͯǡͯͬͯ
͈Ͳʹ 
͈ͯǡͯͳͭ

͈ͯǡͯͬͳ
͈Ͳ͵ 
͈ͯǡͯͳͲ

͈ͯǡͯͭͭ
͈ͳͭ
͈ͯǡͯʹ ͮ

͈ͯǡͯͭͱ
͈ͳͯ
͈ͯǡͯʹ ͳ

͈ͯǡͯͭʹ 
͈ͳͱ
͈ͯǡͯ͵ ͯ

͈ͮǡͱͳͮ
͈ͱʹ ͭ
͈ͯ͵ ʹ 

͈ͮǡͲͳ͵ 
͈ͱʹ ͭ
͈ͱͳ

͈ͮǡͳ͵ ͳ
͈ͱʹ ͬ
͈ͮͳͳ

͈ͮǡ͵ ͮʹ 
͈ͱʹ ͬ
͈ͮʹ ʹ 

͈ͯǡͬͱͬ
͈ͱͳ͵ 
͈ͮͯͱ

͈ͭͬ
͈͵ ͯ
͈ͭͯͮ
͈ͯǡͳʹ Ͳ

͈ͭͬ
͈͵ ͯ
͈ͭͰ͵ 
͈ͯǡͱͲʹ 

͈ͭͬ
͈ͬ
͈ͭͲ͵ 
͈ͯǡʹ ͯͯ

͈ͭͭ
͈ͬ
͈ͭ͵ ͭ
͈ͯǡ͵ ͵ Ͳ

͈ͭͭ
͈ͬ
͈ͮͭͲ
͈Ͱǡͬ͵ ͭ

ȋ͈ͰͭͱȌ

ȋ͈ͭ͵ ͮȌ

ȋ͈ͰͱͮȌ

ȋ͈Ͳͬ͵ Ȍ

ȋ͈Ͳ͵ ʹ Ȍ

ͭǤͯʹ 

ͭǤͮͬ

ͭǤͬͭ

ͬǤͳ͵ 

ͬǤͱ͵ 

ͱǤͬͬά

ͱǤͬͬά

ͱǤͬͬά

ͭǡͮͬͮͮ

ͭǡͮͬͮͯ

ͭǡͮͬͮͰ

ͱǤͬά 
ͭǡͮͬͭ͵
ͱǤͬͬά
ͱǤͬά 
ͭǡͮͬͮͬ ͭǡͮͬͮͭ
͈ͮͰʹ 

͈Ͱͮͮ

͈Ͳͬ͵ 

͈ʹ ͬͲ

͈ͭǡͬͭͯ

Resulting Cash Flows:
Debt Coverage (with Increases)

ȋ͈ͭͲͳȌ
ͭǤʹ ͬ

͈ͮͯͬ
ͭǤ͵ ͯ

͈ͭͱͳ
ͮǤͬͲ

͈ͭ͵ ͳ
ͮǤͭʹ 

͈ͯͭͱ
ͮǤͯͰ

Projected Reserves
Self-Insurance
Operating
Capital Replacement
Rate Stabilization Fund
Equipment Replacement
Pension Reserve Fund
Debt Service Reserve
Total Fund Balance

͈ͱͬ
͈ͯͭͳ
͈ͯͰͱ
͈ͮͬͬ
͈ͭͱͬ
͈ͱͬͯ
͈ͱͲͮ
͈ͮǡͭͮͳ

͈ͱͬ
͈ͯͯͬ
͈ͮͭͳ
͈ͮͬͬ
͈ͭͱͬ
͈Ͳͱͯ
͈ͱͲͮ
͈ͮǡͭͲͭ

͈ͱͬ
͈ͯͰͱ
͈ͭͰͯ
͈ͮͬͬ
͈ͭͱͬ
͈ʹ ͮͮ
͈ͱͲͮ
͈ͮǡͮͳͭ

͈ͱͬ
͈ͯͲͭ
͈ͭʹ ͬ
͈ͮͬͬ
͈ͭͱͬ
͈ͭǡͬͭͮ
͈ͱͲͮ
͈ͮǡͱͭͲ

͈ͱͬ
͈ͯͳͲ
͈ͯͬͬ
͈ͮͬͬ
͈ͭͱͬ
͈ͭǡͮͮʹ 
͈ͱͲͮ
͈ͮǡʹ ͲͲ

Days of O&M

ͯͬͮ 

ͮ͵ ͱ 

ͮ͵ Ͳ 

ͯͭͰ 

ͯͰͯ 
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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
Ǥͭͭ 
cost of service analysis and rate design. As of the completion of this analysis, the City anticipates
    ͭǡͮͬͭ͵ ǡ   ǡ
ͮͬͮͬǤ         ǡ
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 bills and discharges
that are used to calculate the rates for each year.
ͭͭ      ͮͬͭ͵ ȀͮͬǤ   
ͱ   ͭǡͮͬͭ͵      
   ͭǡͮͬͭ͵    ͯͭǡͮͬͭ͵ Ǥ    
  ȋ ͭǡͮͬͮͬ ͯͬǡͮͬͮͬȌ   
ͱ     ͭǡͮͬͮͬǤ
ͭͭǣ     ȋ Ȍ

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

FY
ͮͬͭ͵ Ȁͮͬ
ͭǡ
ͮͬͭ͵
͈ͯǡͳʹ Ͳ

FY
ͮͬͭ͵ Ȁͮͬ
ͭǡ
ͮͬͮͬ
͈ͯǡͳʹ Ͳ

FY
ͮͬͮͬȀͮͭ
ͭǡ
ͮͬͮͭ
͈ͯǡͱͲʹ 

FY
ͮͬͮͭȀͮͮ
ͭǡ
ͮͬͮͮ
͈ͯǡʹ ͯͯ

FY
ͮͬͮͮȀͮͯ
ͭǡ
ͮͬͮͯ
͈ͯǡ͵ ͵ Ͳ

FY
ͮͬͮͯȀͮͰ
ͭǡ
ͮͬͮͰ
͈Ͱǡͬ͵ ͭ

ȋ͈ͮͰ͵ Ǥͱ͵ Ȍ

ȋ͈ͭͲͳȌ

͈ͮͯͬ

͈ͭͱͳ

͈ͭ͵ ͳ

͈ͯͭͱ

ȋ͈Ͳʹ Ȍ

ȋ͈Ͳʹ Ȍ

ȋ͈Ͳ͵ Ȍ

ȋ͈ͳͭȌ

ȋ͈ͳͯȌ

ȋ͈ͳͱȌ

͈ͯǡͰͲʹ 

͈ͯǡͱͱͭ

͈ͯǡͳͮʹ 

͈ͯǡ͵ ͭ͵ 

͈Ͱǡͭͮͬ

͈Ͱǡͯͯͭ

͈ͬ

͈ʹ ͯ

͈͵ ͭ

͈͵ Ͳ

͈ͭͬͬ

͈ͭͬͲ

͈ͯǡͰͲʹ 

͈ͯǡͲͯͯ

͈ͯǡʹ ͭ͵ 

͈Ͱǡͬͭͱ

͈Ͱǡͮͮͭ

͈ͰǡͰͯͳ
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3. Wastewater Cost-of-Service Analysis
After the revenue requirements were determined, a cost-of-service analysis was completed to update the
wastewater rates based on those projected revenue requirements.
The purpose of a cost-of-service analysis is to provide a rational basis for distributing the full costs of the
City’s wastewater 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 discharge patterns occur.
The two main components of the cost-of-service analysis are the Functional Allocation and the Customer
Allocation.

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.
Functional components are selected such that each can be related to a billable constituent. Billable
constituents are measurable customer or wastewater characteristics that can be used to tie costs to
individual users. The functional allocation assigns costs to four billable constituents: Service, Flow, Chemical
Oxygen Demand (COD), and Total Suspended Solids (TSS). A cost is developed for each component, and
customers are charged based on their specific characteristics. The costs allocated to the service functional
component are recovered through the fixed monthly service charge, costs for the other components are
recovered through the commodity rates.
Each of the functional components are described below:






Service: Service expenditures are fixed expenditures that relate to operational support activities
including accounting, billing, customer service, administrative and technical support, and a portion
of capital costs. These expenditures are essentially common-to-all customers and are reasonably
uniform across the different customer classes. Service costs are recovered from each user based on
each user’s Meter Equivalent Units (MEUs). The number of MEUs is used as a means of comparing
the capacity needed to serve each user. All single family customers are charged a fixed charge based
ͭ         
irrigation usage rather than increased indoor use that is returned to the sewer. Multifamily and nonresidential users are charges based on their water meter size.
Flow: Flow related expenditures include those that are incurred based on the actual amount of flow
discharged into the system, as well as those associated with potential discharges into the sewer
system. These costs include operating and maintaining the sewer system, as well as a portion of
capital costs, since the system is sized based on flow requirements.
Chemical Oxygen Demand (COD): Chemical oxygen demand is a means of measuring the amount
of organic material contained in a wastewater discharge. COD costs are associated with providing
the treatment and disposal of organic material within wastewater discharges. In the City’s case,
these costs include a portion of the treatment costs that the City pays to the City of San Diego’s
Metro System and SEJPA. For this analysis, these costs are allocated based on the assumed COD
strength of a customer class’ effluent discharges.
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Total Suspended Solids (TSS): Total suspended solids is a measure of the amount of particulate
matter in a wastewater discharge. The costs allocated to TSS include a portion of the treatment
costs that the City pays to the City of San Diego’s MetroSystem and SEJPA, as well as a small
amount of costs associated with wastewater collection for cleaning of sewer lines and other
structures such as wet wells, junctions, and manholes. TSS costs are allocated based on assumed
TSS concentrations for each user customer class.

Allocation to Functional Components
Once the functional components have been defined, each line item of operating and capital cost is allocated
to one or multiple functional categories. The functionalized items include the system's existing O&M
expenditures, treatment and transportation costs, rate-funded capital costs, and offsetting revenues. Items
that cannot be reasonably allocated between these functions are allocated “As-All-Others,” and split
proportionally based on the weighted average allocation of all other items. The cost-of-service analysis has
  ͱǦ     ͮͬͭ͵ Ȁͮͬ  
ͮͬͮͯȀͮͰǤ
ͭ  Ǥ    
ͰͰǤͭά  ǯ   Ǥ ͱͱǤ͵ ά   
the flow and loadings components and will be the basis for the commodity rates.

Wastewater Functional Allocation
COD
7.6%

TSS
7.7%
SERVICE
44.1%

FLOW
40.6%

ͭǣ     
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ͭͮ      ͱǦ Ǥ 
detailed table of the functional allocation is included for reference in Appendix F.
ͭͮǣ         
Allocation Factor
Non-Fairgrounds
Operating Expenses
Fairgrounds Operating
Expenses
Pension Contribution
Rate Funded Capital
Reconciliation
Payment

Total Amount
ȋͱǦ 
Average)

Service

Flow

COD

TSS

͈ͮǡʹ ͬ͵ ǡͭͬͬ

ͰͲǤͬά

ͯͳǤͲά

ʹ Ǥͯά

ʹ Ǥͭά

ͱʹ ͲͰͬͬ

ͰͯǤͭά

ͯʹ Ǥͯά

͵ ǤͲά

͵ Ǥͭά

ͭͳͭͰͬͬ
ͮͱͭͬͬͬ

ͱͬǤͭά
ͮͭǤͮά

ͰͳǤͮά
ͳͰǤͰά

ͬǤͬά
ͬǤͬά

ͮǤʹ ά
ͰǤͰά

ͯͳͬͬͬ

ͰͰǤͭά

ͰͬǤͲά

ͳǤͲά

ͳǤͳά

͈ͳͯǡ͵ ͬͬ

ͰͰǤͭά

ͰͬǤͲά

ͳǤͲά

ͳǤͳά

ȋ͈ͮͰ͵ ǡͰͬͬǤͬͬȌ

ͰͰǤͭά

ͰͬǤͲά

ͳǤͲά

ͳǤͳά

ȋͱͮͬͬͬȌ

ͰͰǤͭά

ͰͬǤͲά

ͳǤͲά

ͳǤͳά

Fines and Forfeitures

ȋͭͯͬͬͬȌ

ͰͰǤͭά

ͰͬǤͲά

ͳǤͲά

ͳǤͳά

Income from Property
& Investments

ȋͲͬͬͬȌ

ͰͰǤͭά

ͰͬǤͲά

ͳǤͲά

ͳǤͳά

ȋͮͬͬȌ

ͰͰǤͭά

ͰͬǤͲά

ͳǤͲά

ͳǤͳά

Adjustment for MidYear Rate Increase
Offsetting Revenues
Over/Under Collection
of Revenues
Non-Rate Charges for
Service

Other Revenues

Allocation
As O&M (See
Appendix)
As O&M (See
Appendix)
Staff Costs
Plant-In-Service
Weighted
Average
Weighted
Average
Weighted
Average
Weighted
Average
Weighted
Average
Weighted
Average
Weighted
Average

Total Allocation
͈ͯǡͲͬʹ ǡͮͬͬ ͈ͭǡͱ͵ ͬǡͳͬͬ ͈ͭǡͰͲ Ͱǡͯͬͬ ͈ͮͳͯǡʹ ͬͬ ͈ͮͳ͵ ǡͯͬͬ
Percentage Allocation
ͭͬͬǤͬά
ͰͰǤͭά
ͰͬǤͲ ά
ͳǤͲά
ͳǤͳά
Note:
   ͭͬͬά Ǥ

 ͭͮ  ̹ Ǥ   
large customer–the Fairgrounds, allocations are performed separately for the Fairgrounds and the nonFairgrounds customers. Based on a previously accepted methodology, expenditures are allocated to the
Fairgrounds based on one of four factors: Fairgrounds relative flow, a combination of the relative flow and
strength of loadings, system sizing, or Fairgrounds MEUs. Any costs allocated to the Fairgrounds are
recovered through the Fairgrounds monthly service charge or through a specific commodity rate. The
    ͭͯǤ
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ͭͯǣ     
Allocation Factor
FG Flow

Fairgrounds Units

Fairgrounds
Allocation

Total Units

ͯͬǤͮ

ͭʹ ͮǤʹ Ͳ

ͭͲǤͱͮά

This factor is based overall ratio of fairgrounds flows to total system flows. It is used to allocate general and
administrative, collections O&M, and transportation costs to the fairgrounds.
FG Strength/Flow

ͭ͵ ǡʹ ͬͳ

ͭͬͮǡͬͬʹ

19.42%

This factor reflects the proportional share of system based on weighted share of flow, COD, and TSS contributions
to the system. It is used to allocate Treatment costs to the Fairgrounds.
System Sizing

ͭͲǤͳͬά

This factor is based on allocation ratios utilized in the previous rate study and accepted by the City and the
Fairgrounds. It is used to allocate debt service and capital costs to the Fairgrounds.
FG MEUs

ͮǤͱ   

ͮǡͭ͵ ͯ   

ͬǤͭͭά

This factor is based on the number of MEUs assigned to the fairgrounds. It is used to allocate a small amount of
O&M costs related to administrative activities.
Total Costs Allocable to
Fairgrounds (Five-Year Average)

$622,600

$3,608,200

17.25%

ͭͰ  Ǧ      Ǧ
Fairgrounds customers.
ͭͰǣ Ǧ    ȋ Ǧ  Ȍ
Allocation Factor
Percentage Allocation to Constituent
Total Allocation to Constituent

Service
ͰͰǤͱά
͈ͭǡͯͮ͵ ǡͯͬͬ

Flow
ͰͬǤͱά
͈ͭǡͮͬ͵ ǡͯͬͬ

COD
ͳǤͰά
͈ͮͮͬǡͲͬͬ

TSS
ͳǤͲά
͈ͮͮͲǡͰͬͬ

ͭͱ Ǧ      
rates.
ͭͱǣ    ȋ Ǧ  Ȍ
Allocation Factor
Percentage Allocation to Constituent
Total Allocation to Constituent

Service
ͰͮǤͬά
͈ͮͲͭǡͱͬͬ

Flow
ͰͭǤͬά
͈ͮͱͱǡͬͬͬ

COD
ʹ Ǥͱά
͈ͱͯǡͮͬͬ

TSS
ʹ Ǥͱά
͈ͱͮǡ͵ ͬͬ

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 are
   ͮͬͭ͵ Ȁͮͬ    ͭǡͮͬͭ͵ ǡ
  ǤͭͲ     
ͮͬͭ͵ ȀͮͬǤ  ǡ    
share of costs than in the previous study.
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ͭͲǣ      
Service
͈ͭǡͱͳͳǡͯͬͬ

Flow
͈ͭǡͯͬ͵ ǡͮͬͬ

COD
͈ͮ͵ Ͳǡͬͬͬ

TSS
͈ͮʹ ͱǡʹ ͬͬ

Total
͈ͯǡͰͲʹ ǡͯͬͬ

Non-Fairgrounds Customers
͈ͭǡͯͭʹ ǡͬͬͬ
Fairgrounds
͈ͮͱ͵ ǡͯͬͬ
NOTE:Totals may be off due to rounding.

͈ͭǡͬʹ ͭǡͮͬͬ
͈ͮͮʹ ǡͬͬͬ

͈ͮͯʹ ǡͰͬͬ
͈ͱͳǡͱͬͬ

͈ͮͯͭǡͳͬͬ
͈ͱͰǡͭͬͬ

͈ͮǡʹ Ͳ͵ ǡͯͬͬ
͈ͱ͵ ʹ ǡʹ ͬͬ

Total

Customer Class Allocation
After the revenue requirements have been allocated to each functional component, they are allocated to
each class based on the number of MEUs, assumed sewer flow, assumed COD loadings, and assumed TSS
Ǥͭͳȋ  Ȍ     
individual customer classes.
ͭͳǣ     
Cost Category
Service

Basis For Allocating Costs To Customers
Number of Meter Equivalents (Capacity) within the Water System

Flow

Million Gallons per year

COD

Pounds of COD per year

TSS

Pounds of TSS per year

With the exception of the Fairgrounds, the City does not individually meter wastewater discharges. Metering
wastewater is prohibitively expensive and usually inefficient. Instead, the City estimates wastewater
discharges based on water consumption and bills its customers accordingly. It is assumed that single family
residential customers discharge an amount equivalent to their average winter water consumption. All other
  ͵ ͬά       ǯ
sewer system. Due to its size, the Fairground’s flows are metered, and it is charged based on this
information.
City staff provided water and wastewater billing records for the purposes of this study. These billing records
  ͯ ǣ  ͮͬͭͯȀͭͰ  ͮͬͭͲȀͭͳǤ  ͮͬͭͲȀͭͳ  
wastewater flows by customer class and month. The validity of the data was confirmed by comparing
calculated revenues from the data to actual reported revenues from the City’s financial records.
The validated billing data served as the basis to project the number of meter equivalents, flow, COD, and
TSS for each customer class. This allowed for the allocation of costs from the various functional categories
(as described in the previous section) to each customer class. Appendix G presents flow and loading data for
each customer class. The customer classes are defined as follows:



Single Family Residential (SFR): includes single family residences and residential users with
irrigation meters.
General/Multi-Family Residential: includes duplexes, duplexes with irrigation meters, multi-family
residences, multi-family residences with irrigation meters, City accounts, and general commercial
customers that cannot be categorized into one of the following customer classes.
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Hotels/Motels without Restaurants
Hotels/Motels with Restaurants: customers are differentiated from those without restaurants due to
the higher COD and TSS concentrations typically discharged by restaurants.
Institutional
Restaurants
Restaurants without Grease Removal Equipment
Shopping Centers
The Fairgrounds

The proposed rates will maintain the City’s basic rate structure. For SFR users, the monthly commodity
charge will be based on winter water usage subject to the limitations of the sewer cap, which is set annually
  ͭǤ   ͭͬͬ   
ȋͮ Ȍ   ǡ  Ǥ   
ȋʹ Ȍǡ  Ǥ  ǡ     
      ͭͬͬ  ǤͭͬͬǦ
percent calculation yields a water usage amount that exceeds the individual customer’s cap, the customer
will be billed for the cap amount. The cap will not apply in calculating the commodity charge for residential
customers who have installed sub-meters or irrigation meters where household use without irrigation can be
calculated.
All other customers (with the exception of the Fairgrounds, whose sewer flows are metered) are charged for
    ͵ ͬ    
sewer.
Loadings concentration assumptions for each class are based on those used in the previous rate studies, and
      Ǥͭʹ 
assumptions by customer class.
ͭʹ ǣ  
Customer Class
Residential
Single Family
Multi-Family
Non-Residential
General Commercial
Institutional (includes City)
Hotel w/o Restaurant
Hotel w/ Restaurant
Restaurant
Shopping Center

COD (mg/L)

TSS(mg/L)

ͰͲͬ
ͰͲͬ

ͮͭͬ
ͮͭͬ

ͰͲͬ
ͰͲͬ
Ͳͬͬ
ͭǡͬͬͬ
ͭǡʹ ͱͬ
ͳͱͬ

ͮͭͬ
ͮͭͬ
ͭͮͬ
Ͳͬͬ
Ͳͬͬ
ͯͮͱ

Based on customer data and the concentration assumptions above, or units of service for each customer
  ͭ͵ Ǥ
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ͭ͵ ǣ  
Customer Class

MEUs
ͭǡͯ͵ ͵
Ͳͭʹ
ͭʹ
Ͳͯ
ͮͱ
ͱʹ
ͮͭ
ͮǡͮͬͭ

Single Family
General/Multi-Family
Institution
Hotel w/o Restaurant
Hotel w/ Restaurant
Restaurant
Shopping Center
Total

Annual Sewer
Flow (MG)
ʹ ͳǤͰʹ
Ͱʹ Ǥͯͭ
ͬǤͱͱ
ͯǤͯͳ
ͳǤʹ Ͱ
ͮǤͬͳ
ʹ Ǥʹ ʹ
ͭͱʹ Ǥͱͬ

Annual Sewer
Flow (HCF)
ͭͭͲǡ͵ ͱͲ
ͲͰǡͱʹ ͮ
ͳͯͮ
Ͱǡͱͬͯ
ͭͬǡͰʹ ͮ
ͮǡͳͳͭ
ͭͭǡʹ Ͳʹ
ͮͭͭǡʹ ͵ ͮ

COD (lbs)
ͯͮͯǡͰͭʹ
ͭͳʹ ǡͱʹ ͳ
ͮǡͬͮͰ
ͭͲǡͮͰͭ
Ͳͯǡͬͭͬ
ͯͬǡʹ ͭͰ
ͱͯǡͱͬʹ
ͲͲͳǡͲͬͮ

TSS (lbs)
ͭͰͳǡͲͰͳ
ʹ ͭǡͱͮ͵
͵ ͮͰ
ͯǡͮͰʹ
ͯͳǡʹ ͬͲ
͵ ǡ͵ ͵ Ͱ
ͮͯǡͭʹ ͳ
ͯͬͰǡͯͯͱ

Using these customer data statistics and the methodology explained in the wastewater functional allocation
 ǡ         ͮͬ Ǥ  
presents the detailed cost allocation to customer classes. The Fairgrounds is allocated its share of costs
based on the previously discussed methodology.
ͮͬǣ      

Customer Class

Service

Flow

COD (lbs)

TSS (lbs)

Subtotal
(Flow and
Loadings)

Total

͈ʹ ͯͳǡʹ ͬͬ

͈ͱ͵ Ͳǡʹ ͬͬ

͈ͭͭͱǡͱͬͬ

͈ͭͭͮǡͰͬͬ

ͯͲ͵ ǡʹ ͬͬ

ͯͮ͵ ǡͱͬͬ

Ͳͯǡʹ ͬͬ

Ͳͮǡͭͬͬ

ͰͱͱǡͰͬͬ

ʹ ͮͱǡͮͬͬ

Institutional

ͭͬǡͱͬͬ

ͯǡͳͬͬ

ͳͬͬ

ͳͬͬ

ͱǡͭͬͬ

ͭͱǡͲͬͬ

Hotel w/o Restaurant

ͯͳǡ͵ ͬͬ

ͮͯǡͬͬͬ

ͱǡʹ ͬͬ

ͮǡͱͬͬ

ͯͭǡͯͬͬ

Ͳ͵ ǡͮͬͬ

Hotel w/ Restaurant

ͭͱǡͬͬͬ

ͱͯǡͱͬͬ

ͮͮǡͱͬͬ

ͮʹ ǡʹ ͬͬ

ͭͬͰǡʹ ͬͬ

ͭͭ͵ ǡʹ ͬͬ

Restaurant

ͯͰǡͲͬͬ

ͭͰǡͭͬͬ

ͭͭǡͬͬͬ

ͳǡͲͬͬ

ͯͮǡͳͬͬ

Ͳͳǡͯͬͬ

Shopping Center

ͭͮǡͯͬͬ

ͲͬǡͲͬͬ

ͭ͵ ǡͭͬͬ

ͭͳǡͳͬͬ

͵ ͳǡͰͬͬ

ͭͬ͵ ǡͳͬͬ

͈ͭǡͯͭͳǡ͵ ͬͬ ͈ͭǡͬʹ ͭǡͮͬͬ

͈ͮͯʹ ǡͰͬͬ

Single Family
General/Multi-Family

Total

͈ʹ ͮͰǡͳͬͬ ͈ͭǡͲͲͮǡͱͬͬ

͈ͮͯͭǡʹ ͬͬ ͈ͭǡͱͱͭǡͰͬͬ ͈ͮǡʹ Ͳ͵ ǡͯͬͬ
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4. Wastewater Rate Development
The rate development process uses the results of the functional cost and customer class allocations as well
as customer data to design rates for each customer class. The focus of this process is to achieve full cost
recovery and substantiate that each customer class is paying their fair and proportionate share of system
costs. These rates are based on “cost-of-service” principles that incorporate the work performed in previous
ͮͭʹ  Ǥ
There are two main components to the City’s wastewater utility rates: bi-monthly fixed service charges and
volumetric commodity rates.

Fixed Service Charge
The service charge is a fixed bi-monthly charge based on water meter size regardless of the amount of
wastewater discharged to the system by each customer.
Fixed service charges are calculated by dividing the allocated service costs by the total number of MEUs to
Ǥ ͈ͭǡͯͭͳǡ͵ ͬͬ     Ǧ 
  ͮͬͭ͵ ȀͮͬǤ ͈ͱ͵ ʹ Ǥʹ ͯ  Ǧ  ͈͵ ͵ Ǥʹ ͮ
MEU. Charges for each meter size are then calculated by multiplying the charge per MEU by each meter
size’s capacity ratio. Table 21 shows the calculation of the proposed fixed service charges for FY 2019/20.
ͮͭǣ     
 ͮͬͭ͵ Ȁͮͬ
ͭǡͮͬͭ͵
͈ͭǡͯͭͳǡ͵ ͬͬ
ͮǡͮͬͭ
͈ͱ͵ ʹ Ǥʹ ͯ
͈͵ ͵ Ǥʹ ͮ
Proposed Charge
͈͵ ͵ Ǥʹ ͮ
ͭͰ͵ Ǥͳͮ
ͮͰ͵ Ǥͱͮ
Ͱ͵ ͵ ǤͬͰ
ͳ͵ ʹ ǤͰʹ 
ͭǡͱ͵ ͲǤ͵ Ͱ

Allocated Service Costs
Total MEUs
Annual Cost per MEU
Bi-monthly Cost per MEU
Meter Size
Capacity Ratio
ͱȀʹ ̺
ͭ
ͯȀͰ̺
ͭǤͱ
̺ͭ
ͮǤͱ
ͭǤͱ̺
ͱ
̺ͮ
ʹ
̺ͯ
ͭͲ
 ǣǦ  ͈ͬǤͬͭǤ
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The Bi-monthly service charge for the Fairgrounds is set to recover the service costs allocated to the
Ǥͮͮ        
ͮͬͭ͵ ȀͮͬǤ
ͮͮǣ     
 ͮͬͭ͵ Ȁͮͬ
͈ͮͱ͵ ǡͮͱ͵ 
͈Ͱͯǡͮͭͬ

Annual Allocated Service Costs
Bi-monthly Charge

    ͱ 
    ͮͬͭ͵ Ȁͮͬ Ǥ ͮͯ 
service charges for each year of the analysis.
ͮͯǣ  Ǧ    
Meter Size

 ͮͬͭ͵ Ȁͮͬ

 ͮͬͭ͵ Ȁͮͬ

 ͮͬͮͬȀͮͭ

 ͮͬͮͭȀͮͮ

 ͮͬͮͮȀͮͯ

 ͮͬͮͯȀͮͰ

ͭǡͮͬͭ͵

ͭǡ
ͮͬͮͬ

ͭǡ
ͮͬͮͭ

ͭǡ
ͮͬͮͮ

ͭǡ
ͮͬͮͯ

ͭǡ
ͮͬͮͰ

ͱȀʹ ̺

͈͵ ͵ Ǥʹ ͮ

͈ͭͬͰǤͱʹ 

͈ͭͬ͵ Ǥʹ ͬ

͈ͭͭͱǤͮʹ 

͈ͭͮͭǤͬͲ

͈ͭͮͳǤͭͬ

ͯȀͰ̺

ͭͰ͵ Ǥͳͮ

ͭͱͲǤʹ Ͳ

ͭͲͰǤͳͬ

ͭͳͮǤ͵ ͮ

ͭʹ ͭǤͱʹ 

ͭ͵ ͬǤͲͲ

̺ͭ

ͮͰ͵ Ǥͱͮ

ͮͲͭǤͰͮ

ͮͳͰǤͰʹ 

ͮʹ ʹ Ǥͮͬ

ͯͬͮǤͲͮ

ͯͭͳǤͳͰ

ͭͭȀ̺ͮ

Ͱ͵ ͵ ǤͬͰ

ͱͮͮǤʹ ͮ

ͱͰʹ Ǥ͵ Ͳ

ͱͳͲǤͰͬ

ͲͬͱǤͮͮ

ͲͯͱǤͰʹ 

̺ͮ

ͳ͵ ʹ ǤͰʹ 

ʹ ͯͲǤͱͬ

ʹ ͳʹ Ǥͯͮ

͵ ͮͮǤͮͰ

͵ Ͳʹ ǤͯͰ

ͭǡͬͭͲǤͳͲ

̺ͯ

ͭǡͱ͵ ͲǤ͵ Ͱ

ͭǡͲͳͮǤ͵ ʹ 

ͭǡͳͱͲǤͲͮ

ͭǡʹ ͰͰǤͰͲ

ͭǡ͵ ͯͲǤͲʹ 

ͮǡͬͯͯǤͱͮ

Fairgrounds
(Bi-Monthly)

͈Ͱͯǡͮͭͬ

͈ͰͱǡͮͲʹ 

͈Ͱͳǡͱͯͮ

͈Ͱ͵ ǡ͵ ͬʹ 

͈ͱͮǡͰͬͰ

͈ͱͱǡͬͮͰ

Volumetric Commodity Rates
The second component of the City’s Wastewater utility rate structure are the volumetric commodity rates
per HCF of estimated discharge. The three functional components that are recovered through the
commodity charge are flow, COD, and TSS. The commodity rates are calculated by dividing the allocated
flow, COD and TSS costs for each class by the expected annual flows in HCF. The commodity rates for each
class vary based on each class’s assumed loadings concentrations. Higher strength classes, those with higher
loadings concentrations, have higher rates since they discharge a higher amount of COD and/or TSS per HCF
of flow as compared to lower strength users.
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ͮͰ        ͮͬͭ͵ ȀͮͬǤ
ͮͰǣ      
Customer Class

Flow Costs

COD Costs

TSS Costs

Total (Flow
and Loads)

Single Family
General/Multi-Family
Institution
Hotel w/o Restaurant
Hotel w/ Restaurant
Restaurant
Shopping Center

͈ͱ͵ Ͳǡʹ ͬͬ
ͯͮ͵ ǡͱͬͬ
ͯǡͳͬͬ
ͮͯǡͬͬͬ
ͱͯǡͱͬͬ
ͭͰǡͭͬͬ
ͲͬǡͲͬͬ

͈ͭͭͱǡͱͬͬ
Ͳͯǡʹ ͬͬ
ͳͬͬ
ͱǡʹ ͬͬ
ͮͮǡͱͬͬ
ͭͭǡͬͬͬ
ͭ͵ ǡͭͬͬ

͈ͭͭͮǡͰͬͬ
Ͳͮǡͭͬͬ
ͳͬͬ
ͮǡͱͬͬ
ͮʹ ǡʹ ͬͬ
ͳǡͲͬͬ
ͭͳǡͳͬͬ

͈ʹ ͮͰǡͳͬͬ
ͰͱͱǡͰͬͬ
ͱǡͭͬͬ
ͯͭǡͯͬͬ
ͭͬͰǡʹ ͬͬ
ͯͮǡͳͬͬ
͵ ͳǡͰͬͬ

Fairgrounds

͈ͮͮʹ ǡͬͬͬ

͈ͱͳǡͱͬͬ

͈ͱͰǡͭͬͬ

͈ͯͯ͵ ǡͲͬͬ

Annual
Sewer Flow
(HCF)
ͭͭͲǡ͵ ͱͲ
ͲͰǡͱʹ ͮ
ͳͯͮ
Ͱǡͱͬͯ
ͭͬǡͰʹ ͮ
ͮǡͳͳͭ
ͭͭǡʹ Ͳʹ
ͰͮǡͭͯͰ

Proposed
 ͮͬͭ͵ Ȁͮͬ
Rate
͈ͳǤͬͲ
͈ͳǤͬͲ
͈ͳǤͬͲ
͈ͲǤ͵ Ͱ
͈ͭͬǤͬͬ
͈ͭͭǤʹ ͯ
͈ʹ Ǥͮͭ
͈ʹ ǤͬͲ

     ͱ 
    ͮͬͭ͵ ȀͮͬǤͮͱ 
commodity rates for each year of the analysis.
ͮͱǣ     
Meter Size

 ͮͬͭ͵ Ȁͮͬ

 ͮͬͭ͵ Ȁͮͬ
 ͮͬͮͬȀͮͭ
ͭǡ
ͭǡ
ͭǡͮͬͭ͵
ͮͬͮͬ
ͮͬͮͭ
ͭ
Single Family
͈ͳǤͬͲ
͈ͳǤͯ͵ 
͈ͳǤͳͲ
  ͵ ͬά      ȋ Ȍ
General/Multi͈ͳǤͬͲ
͈ͳǤͯ͵ 
͈ͳǤͳͲ
Family
Hotels/Motels w/o
͈ͲǤ͵ Ͱ
͈ͳǤͮʹ 
͈ͳǤͲͰ
Restaurants
Hotels/Motels w/
͈ͭͬǤͬͬ
͈ͭͬǤͰʹ 
͈ͭͭǤͬͬ
Restaurants
Institutional
͈ͳǤͬͲ
͈ͳǤͯ͵ 
͈ͳǤͳͲ
Restaurants
͈ͭͭǤʹ ͯ
͈ͭͮǤͯ͵ 
͈ͭͯǤͬͭ
Restaurants - Not
͈ͭͮǤͰͮ
͈ͭͯǤͬͭ
͈ͭͯǤͲͲ
FOG Compliant
Shopping Center
͈ʹ Ǥͮͭ
͈ʹ ǤͲͬ
͈͵ Ǥͬͯ
Fairgroundsͮ
͈ʹ ǤͬͲ
͈ʹ ǤͰͱ
Notes:
ȋͭȌ Based on winter usage as outlined previously.
ȋͮȌ  ͭͬͬ   Ǥ

͈ʹ Ǥʹ ͳ

 ͮͬͮͭȀͮͮ
ͭǡ
ͮͬͮͮ
͈ʹ ǤͭͰ

 ͮͬͮͮȀͮͯ
ͭǡ
ͮͬͮͯ
͈ʹ Ǥͱͱ

 ͮͬͮͯȀͮͰ
ͭǡ
ͮͬͮͰ
͈ʹ Ǥ͵ ʹ 

͈ʹ Ǥͭͱ

͈ʹ ǤͱͲ

͈ʹ Ǥ͵ ʹ 

͈ʹ Ǥͬͮ

͈ʹ ǤͰͮ

͈ʹ Ǥʹ Ͱ

͈ͭͭǤͱͱ

͈ͭͮǤͭͯ

͈ͭͮǤͳͯ

͈ʹ Ǥͭͱ
͈ͭͯǤͲͲ

͈ʹ ǤͱͲ
͈ͭͰǤͯͰ

͈ʹ Ǥ͵ ʹ 
͈ͭͱǤͬͲ

͈ͭͰǤͯͰ

͈ͭͱǤͬͲ

͈ͭͮǤͰͮ

͈͵ ǤͰʹ 

͈͵ Ǥ͵ ͱ

͈ͭͬǤͰͱ

͈͵ Ǥͯͭ

͈͵ Ǥͳʹ 

͈ͭͬǤͮͳ

The City assesses increased rates to Restaurant customers that do not have grease removal equipment and
are therefore not FOG compliant. The increased rates account for the greater impact that these users have
on the collection system due to fats, oils, and greases (FOG) and increased loadings that lead to increased
treatment costs.
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Wastewater Charges with Conservation Effort
As noted, the City operates a water utility in addition to its wastewater utility. Since the drought emergency
has ended, the City intends to update its drought rates with demand management surcharges in an effort to
better prepare for the next large scale demand reduction event. Likewise, it is important for the City to also
consider the impact of demand reductions on wastewater revenues as well because over half of wastewater
rate revenues are from the commodity charge. Reductions in water consumption will have a negative impact
on the wastewater utility’s revenues. Therefore, it is recommended that during drought conditions the City
bill its wastewater customers based on the water consumption in the commensurate month from the most
recent non-drought fiscal year. Sewer discharges during times of reduced demands will be estimated as
follows.
Residential: Sewer discharges will be estimated based on the assumed sewage usage during the last nondrought year in the corresponding bill period.
    ǣ    ͵ ͬ  Ǧ
drought year in the corresponding bill period. A user may petition to have their sewer discharge (water
usage) assumption lowered if their annual water demand drops below their non-drought water demands by
  ͮͬ Ǥ   
defined criteria, their sewage discharge assumptions will be lowered to the current water demands, adding
   ǤͮͲ   
    ͭͬͬ  ǡ ͮͬ ǡ 
 Ͱͬ Ǥ  ǡ ͳͮ   
consumption.
ͮͲǣ  Ǧ    
Non-Residential User
Pre Drought Demand (HCF)
Required Drought Reduction
Demand with Required Reduction (HCF)

ͭͬͬ
ͮͬά
ʹͬ

Actual Drop in Water Consumption

Ͱͬά

Actual Demands (HCF)
   ǣͮͬά    
Basis of Billing (HCF)

Ͳͬ
ͭͮ
ͳͮ

ǣ         ȋͭȌ
 Ǧ  ȋͮȌ  
sewage.
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5. Customer Impacts
Class Impacts
Shifting discharge patterns since the previous rate study and the updates to the functional cost allocation,
lead to a slight shift in the amount of rate revenue generated by each customer class in the first year of the
Ǥǡǡ    Ǥ ͮ 
compares the percentage of overall rate revenues expected from each customer class based on the existing
  Ǥ ͮͳ   
customer class.

Revenues By Class: Existing Rates
General/Multi-family
23.7%

Restaurants
1.9%
Fairgrounds
17.5%

Institutional
0.5%

Shopping
Center
3.1%

Other
10.9%
Single Family
Residential
47.8%

Hotels/Motels w/
Restaurants
3.4%

Hotels/Motels w/o
Restaurants
2.0%

Revenues By Class: Proposed Rates
General/Multi-family
23.8%

Restaurants
1.9%
Fairgrounds
17.3%

Institutional
0.5%

Other
11.0%
Single Family
Residential
47.9%

Hotels/Motels w/
Restaurants
3.5%

Shopping
Center
3.2%

Hotels/Motels w/o
Restaurants
2.0%

ͮǣ     
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ͮͳǣ     

Single Family Residential
General/Multi-Family
Hotels/Motels w/o
Restaurants
Hotels/Motels w/
Restaurants
Institutional
Restaurants
Shopping Center
Fairgrounds

FY
ͮͬͭ͵ Ȁͮͬ
ͭǡ
ͮͬͭ͵
ͱά
ͱά

FY
ͮͬͭ͵ Ȁͮͬ
ͭǡ
ͮͬͭ͵
ͱά
ͱά

FY
ͮͬͮͬȀͮͭ
ͭǡ
ͮͬͮͭ
ͱά
ͱά

FY
ͮͬͮͭȀͮͮ
ͭǡ
ͮͬͮͮ
ͱά
ͱά

FY
ͮͬͮͮȀͮͯ
ͭǡ
ͮͬͮͯ
ͱά
ͱά

FY
ͮͬͮͯȀͮͰ
ͭǡ
ͮͬͮͰ
ͱά
ͱά

Ͳά

ͱά

ͱά

ͱά

ͱά

ͱά

Ͳά

ͱά

ͱά

ͱά

ͱά

ͱά

ͱά
Ͳά
Ͳά
ͯά

ͱά
ͱά
ͱά
ͱά

ͱά
ͱά
ͱά
ͱά

ͱά
ͱά
ͱά
ͱά

ͱά
ͱά
ͱά
ͱά

ͱά
ͱά
ͱά
ͱά

Sample Bill Impacts
Single Family
 ǲ     ǳͱȀʹ ǳ ͭͳ  Ǧ Ǥ
ͯ   Ǧ    
customer.

TYPICAL SINGLE FAMILY USER BI-MONTHLY BILL
(5/8" Meter and 17 HCF)
$300
$250

$253.83

$266.58

$279.76

$208.75

$219.84

$230.21

$241.72

Existing

FY 2019/20

FY 2019/20

FY 2020/21

FY 2021/22

FY 2022/23

FY 2023/24

1/1/19

7/1/19

1/1/19

1/1/21

1/1/22

1/1/23

1/1/24

Increase

Increase

Increase

Increase

Increase

Increase

$11.09

$10.37

$11.51

$12.11

$12.75

$13.18

5.3%

4.7%

5.0%

5.0%

5.0%

4.9%

$200
$150
$100
$50
$-

Service Charge

Commodity Charge

ͯǣ     
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6. Definitions and References
Definitions
Calendar Year (CY)Ȃ ͭ   ͯͭǡ    
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.
ͮʹ ǣ   
Meter Size

Assumed
Maximum Flow
(GPM)

Capacity Ratio

ͱȀʹ ̺
ͯȀͰ̺
̺ͭ
ͭǦͭȀ̺ͮ
̺ͮ
̺ͯ
Ͱ̺
Ͳ̺
ʹ̺
̺ͭͬ

ͮͬ
ͯͬ
ͱͬ
ͭͬͬ
ͭͲͬ
ͯͮͬ
ͱͬͬ
ͭͮͬͬ
ͭͲͬͬ
ͮͰͬͬ

ͭǤͬ
ͭǤͱ
ͮǤͱ
ͱǤͬ
ʹ Ǥͬ
ͭͲǤͬ
ͮͱǤͬ
ͲͬǤͬ
ʹ ͬǤͬ
ͭͮͬǤͬ

Chemical Oxygen Demand (COD) – a measure of the amount of organic material or waste dissolved in
wastewater, typically expressed as a concentration in milligrams per liter (mg/l)
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
Equivalent Dwelling Unit (EDU) – A measure of the system capacity required to serve a typical single family
residence
Fiscal Year (FY)Ȃ ͭ ͯͬǡ    
Hundred Cubic Feet (HCF) – unit of measure for water volume, the City’s volumetric rates are assessed on a
  ǡ   ͳͰʹ 
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
Total Suspended Solids (TSS) – a measure of the amount of insoluble solids suspended in wastewater,
typically expressed as a concentration in milligrams per liter (mg/l)
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Typical CustomerȂ     ͱȀʹ ǳ  
 ͭͳ  Ǧ 
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7. Appendices
Appendix A – Customer Data
Information from “Customer Data” tab of wastewater rate model.
Appendix B – Customer Projection
Calculations from “Rate Categories and Forecast” tab of wastewater rate model.
Appendix C – Operating and Maintenance Expenditure Projection
Calculations from “Water O&M” tab of wastewater rate model.
Appendix D – Revenue Requirements
Calculations from “Revenue Requirement” tab of wastewater rate model.
Appendix E – Funding and Reserve Projections
Calculations from “Funding” tab of wastewater rate model.
Appendix F – Functional Cost Allocation
Calculations from “Functional Allocation” tab of wastewater rate model.
Appendix G – Customer Allocation and Rate Design
Calculations from “Cust Alloc & Rates” tab of wastewater rate model.
Appendix H – Customer Class Impacts
Calculations from “Class Impacts and “Bill Impacts” tabs of wastewater rate model.
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Appendix A – Customer Data
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Appendix B – Customer Projection
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Appendix C – Operating and Maintenance Expenditure Projection
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Appendix D – Revenue Requirements
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Appendix E – Funding and Reserve Projections
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Appendix F – Functional Cost Allocation
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Appendix G – Customer Allocation and Rate Design
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Appendix H – Customer Class Impacts
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Wastewater Fund - Capital Improvement Program (CIP) Projects - FY 2020-FY 2024
Total Estimated
Cost (EAC)

Project Name

Project Description

Urgent Repairs

Urgent repairs to wastewater system including
failing pipelines.

Annual High Priority 2 Repairs

High Risk Repairs identified in Pipeline Video
Program and Master Plan.

$3,900,000

Annual Medium Priority 3 Repairs

Medium Risk Repairs identified in Pipeline Video
Program and Master Plan.

$1,450,000

Groundwater Intrusion Mitigation

Complete investigations and repair groundwater
infiltration locations within wastewater system.

$200,000

Wastewater Overflow
Containment

Sewer spill containment upgrades installed at
critical storm drain inlets. Includes diversion of
urban runoff from storm drains to sewer

$440,000

21st Street Pump Station Wet
Well Improvements

Improvements at 21st Street Wastewater Pump
Station to address sand intrusion, minor upgrades
(S-LS-001)

$129,000

$1,285,000

$550,000

San Diego Forcemain Cleanout
Project

Clean the auxiliary forecemain to San Diego of
debris and add clean out access.

$220,000

Herbicide Treatment Program

Preventative Treatment of Tree Roots within
Pipelines

$260,000

53

FY19/20
$

FY20/21

FY21/22

FY22/23

FY23/24

$8,434,000

March 18, 2019

$385,000

Total
$

385,000
$

San Dieguito Drive Pump Station Rehabilitation of sewer pump station at San
Rehabilitation
Dieguito Drive (S-LS-002)

TOTAL WASTEWATER

ATTACHMENT B

375,000

$375,000

$

375,000

$

70,000

$445,000

$

375,000

$

375,000

$ 1,500,000

$

$375,000

$375,000

385,000

70,000

$1,955,000
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