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AGENDA

• Process of Rate Study

• Financial Outlook

• What is a Cost of Service Analysis?

• Recommended Rate Adjustments

• Customer Bill Impacts

• Rate Comparison Study



RATE STUDY PROCESS
5-Yr Study Period: CY 2020 – CY 2024, Test Year: CY 2020



DEMAND PROJECTIONS



REVENUE ANALYSIS



O&M EXPENSE



CIP EXPENSE

Total = $30 million



DEBT SERVICE

• 2012 Private Placement

• 2013A Series Water Revenue Bonds

• 2018A Series Water Revenue Bond

• Capital Leases Payable – 2017

• 2021 Bond Issuance - $20 million



OTHER OBLIGATIONS

Reserves: District’s Goal based on Reserve 
Policy Resolution No, 18-10 is $16.2 million

= $950,000 Annual Contribution

Water Conservation Rebate Program/Change in 
Investment in PRWA = $535,500



REVENUE REQUIREMENTS

O&M Expense - $23.1 million

CIP Expense - $5.2 million

Debt Service - $4.5 million

Other Obligations - $1.5 million

Total Cost - $34.3 million

Offset by Non-Rate Revenues - $4.1 million 

Revenue Requirements  - $30.2 million



REVENUE REQUIREMENTS

Deficit- $7.1 million

Revenues from Rates - $23.1 million

Revenue Requirements  - $30.2 million



No rate 
adjustments, 
plus no new 
bond issuances

NO ACTION IS TAKEN



OPTION 1

An annual 8.1% 
rate adjustment



OPTION 2

An initial 13.9 % 
adjustment plus 
5.5 % for 2021-24



OPTION 3 (District Proposed)

• Move $1.2 million CIPs from CY 2020 to CY 2021
prevents District’s cash balance from falling too low

• Reduce the target reserve level from $16.2 
million to $14.6 million reduces rate increase %



OPTION 3 (District Proposed)

An initial 9.6 % 
adjustment plus 
6.8 % for 2021-24



COST OF SERVICE ANALYSIS

How should costs be allocated equitably 
among all customers?

“The amount of the fee or charge imposed upon 
any parcel shall not exceed the proportional cost of 
service attributable to the parcel”- Proposition 218



COST OF SERVICE ANALYSIS

Cost Causative Components
• Water Supply
• Peaking Costs
• Average Day
• Max Day
• Max Hour

• Customer/Billing
• Water Conservation
• Public Fire Hydrants

Max Hour

Max Day

Average 
Day



COST OF SERVICE ANALYSIS

Water Supply Base Max Day Max Hour Meters
Customer 

Service
Fire Protection 

Service
Water 

Conservation
O&M Cost $3,861,070 $8,381,502 $3,162,820 $2,302,764 $708,055 $3,980,228 $312,327 $395,807
CIP Costs/Other 
Obligations $5,248,721 $2,674,553 $1,271,394 $734,226 $280,144 $699,054 $2,131

Water Conservation $236,500
Total Expense $3,861,070 $13,630,223 $5,837,372 $3,574,158 $1,442,281 $4,260,372 $1,011,381 $634,438
Cost Distribution 11% 40% 17% 10% 4% 12% 3% 2%

Peaking Cost



RECOMMENDED STRUCTURAL CHANGE

• Reduce number of tiers from six to five

• Reduce water allocation per capita per day (GPCD) from 66 to 55

• Establish “Irrigable Area” for each parcel using Eagle Aerial data

• Use the water budget allocation method of Single Family 
Residential customers for Multi-Family residential customers

• Establish “Exempt Irrigation Accounts” to receive 100 % 
landscape factor (LF) for their water budget



RECOMMENDED STRUCTURAL CHANGE
Indoor Water Budget

=
𝑮𝑮𝑮𝑮𝑮𝑮𝑮𝑮

𝟕𝟕𝟕𝟕𝟕𝟕 𝒈𝒈𝒈𝒈𝒈𝒈𝒈𝒈𝒈𝒈𝒈𝒈𝒈𝒈/𝒉𝒉𝒉𝒉𝒉𝒉
× 𝑯𝑯𝑯𝑯𝑯𝑯𝑯𝑯𝑯𝑯𝑯𝑯𝑯𝑯𝑯𝑯𝑯𝑯 𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺 × # 𝒐𝒐𝒐𝒐 𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫 𝑼𝑼𝑼𝑼𝑼𝑼𝑼𝑼𝑼𝑼 × 𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫 𝒐𝒐𝒐𝒐 𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺𝑺

SFR Indoor Water Budget (Proposed)

=
𝟔𝟔𝟔𝟔 𝟓𝟓𝟓𝟓 𝑮𝑮𝑮𝑮𝑮𝑮𝑮𝑮

𝟕𝟕𝟕𝟕𝟕𝟕 𝒈𝒈𝒈𝒈𝒈𝒈𝒈𝒈𝒈𝒈𝒈𝒈𝒈𝒈/𝒉𝒉𝒉𝒉𝒉𝒉
× 𝟒𝟒 𝒑𝒑𝒑𝒑𝒑𝒑𝒑𝒑𝒑𝒑𝒑𝒑𝒑𝒑 × 𝟏𝟏 𝒖𝒖𝒖𝒖𝒖𝒖𝒖𝒖 × 𝟑𝟑𝟑𝟑 𝒅𝒅𝒅𝒅𝒅𝒅𝒅𝒅 = 𝟖𝟖.𝟖𝟖 𝒉𝒉𝒉𝒉𝒉𝒉

MFR Indoor Water Budget (Proposed)

=
𝟓𝟓𝟓𝟓 𝑮𝑮𝑮𝑮𝑮𝑮𝑮𝑮

𝟕𝟕𝟕𝟕𝟕𝟕 𝒈𝒈𝒈𝒈𝒈𝒈𝒈𝒈𝒈𝒈𝒈𝒈𝒈𝒈/𝒉𝒉𝒉𝒉𝒉𝒉
× 𝟐𝟐 𝒑𝒑𝒑𝒑𝒑𝒑𝒑𝒑𝒑𝒑𝒑𝒑𝒑𝒑 × 𝟐𝟐𝟐𝟐 𝒖𝒖𝒖𝒖𝒖𝒖𝒖𝒖𝒖𝒖 × 𝟑𝟑𝟑𝟑 𝒅𝒅𝒅𝒅𝒅𝒅𝒅𝒅 = 𝟖𝟖𝟖𝟖.𝟐𝟐 𝒉𝒉𝒉𝒉𝒉𝒉



RECOMMENDED STRUCTURAL CHANGE

• Residential Customers Irrigable Area, currently set at 50% of 
Parcel  = The actual measurement from EA data

• Exempt Irrigation Accounts Landscape Factor (LF) = 1

• Drought Factor (DF) = 1

Outdoor Water Budget (Current and Proposed)

=
𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳𝑳 𝑨𝑨𝑨𝑨𝑨𝑨𝑨𝑨 𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰𝑰 × 𝑬𝑬𝑬𝑬𝑬𝑬

𝟏𝟏𝟏𝟏 𝒊𝒊𝒊𝒊/𝒇𝒇𝒇𝒇
𝟏𝟏𝟏𝟏𝟏𝟏 𝒔𝒔𝒔𝒔/𝒉𝒉𝒉𝒉𝒉𝒉

× 𝑳𝑳𝑳𝑳 (𝟎𝟎.𝟕𝟕) × 𝑫𝑫𝑫𝑫



RECOMMENDED STRUCTURAL CHANGE



RECOMMENDED STRUCTURAL CHANGE



PROPOSED RATES – OPTION 1



PROPOSED RATES – OPTION 2 



PROPOSED RATES – OPTION 3 



SINGLE FAMILY RESIDENTIAL  CUSTOMERS BILL IMPACTS

Current Option 1 Option 2 Option 3
5 hcf $42.17 $42.62 $46.10 $42.76

10 hcf $46.57 $47.77 $51.25 $47.91
17 hcf $53.56 $58.63 $62.11 $58.85
35 hcf $100.98 $123.61 $128.14 $127.42
45 hcf $156.01 $170.01 $175.54 $174.52



SINGLE FAMILY RESIDENTIAL  CUSTOMERS BILL IMPACTS



COMMERCIAL CUSTOMERS BILL IMPACTS

Essential 
Allocation

Efficient 
Allocation

Usage
Current 

Rates
Model 1 Model 2 Model 3

1" 13 30 30 $67.33 $75.50 $78.98 $75.73

Approximately 56 percent of commercial customers have 1-
inch or less size meter.



RATE COMPARISON STUDY
Rate Comparison @ 17 hcf – Option 1



RATE COMPARISON STUDY
Rate Comparison @ 17 hcf – Option 3



RATE COMPARISON STUDY
Rate Comparison @ 45 hcf – Option 1



RATE COMPARISON STUDY
Rate Comparison @ 45 hcf – Option 3



QUESTIONS
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