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CURRENT CHALLENGES

• Increasing Operating and Maintenance (O&M) needs

• Capital improvements and reinvestment in aging 

infrastructure

• Building reserves to prepare for emergencies

• Regulatory requirements becoming more stringent



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



An annual 0 

percent rate 

increase, plus 

no new bond 

issuance

NO ACTION IS TAKEN



OPTION 1

An annual 

8.2 percent 

rate Increase



OPTION 2 (RDN Recommended)

An initial 13.9 

percent increase 

plus 5.5 percent 

for subsequent 

years



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 

percent increase 

plus 6.8 percent 

for subsequent 

years



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 person per day 

from 66 gallons per person per day to 55 

gallons

• Establish of “Irrigable Area” for each parcel 

using Eagle Arial data

• Change allocation calculation method for 

Multi-Family residential customers



RECOMMENDED STRUCTURAL CHANGE



RECOMMENDED STRUCTURAL CHANGE



PROPOSED RATES – OPTION 1



PROPOSED RATES – OPTION 2 



PROPOSED RATES – OPTION 3 



BILL IMPACTS



BILL IMPACTS



QUESTIONS




