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Recommendation

Review and discuss as appropriate.
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Agenda

1. Overview of the Rate Study Process

• Role of staff

• Role of the Committee

2. Scope of the Study

• Specific goals of each task

• Broad goals of the study
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Overview of the Rate Study Process
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1. Establish 
Goals & 
Objectives of 
the Study

Stakeholder 
Input
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2. Establish 
Revenue 
Requirements 
• 10-year 

projection
• Data 

collection

3. Functionalize:  
• assign costs 

to general 
functions (i.e. 
supply, 
pumping, 
maintenance, 
admin, 
lake…etc)

Reserve levels

Property tax 
revenue

Assumptions
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Overview of the Rate Study Process
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4. Allocate to 
causation:  
• further 

assign costs 
to causal 
drivers (i.e. 
elevation 
factors, 
peaking 
factors) 

Assumptions

Prop 218

Stakeholder 
Input

5. Distribute to 
customers:  
• assign costs 

to classes of 
customers 
(i.e. treated, 
untreated, 
construction, 
contract..etc)

Assumptions

Stakeholder 
Input

Prop 218

6. Rate Design
• fixed vs 

variable
• water vs 

energy

Presentation

Clear 
Connection
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Overview of the Rate Study Process

6

In
te

ra
ct

io
n

Pr
oc

es
s

7. Report and 
Study’s Findings
• Admin 

record

Prop 218 
Hearing Process

Implementation 
and Continual 
Model 
Updating

Presentation

Clear 
Connection
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Current 
Rates
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Phase 1:
Capacity & Connection Fee 

Phase 2:   
Cost of Service
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Phase 1:  Water Capacity and Connection Fee Study
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Scope  

1 Perform a Water Capacity and Connection Fee Study

2 Based on the study, the firm will recommend RMWD’s Water Service Capacity Fees and Water Meter 
Installation Charges to be included in RMWD’s Rate and Fee schedule.

3 Provide a comparison of current Water Service Capacity Fees and Water Meter Installation Charges 
against other water service providers in the San Diego region and throughout southern California.

4 Based on the study, provide a long-term financial model in Excel format to ensure RMWD can fully 
fund its revenue needs over the rate setting period and adjust annually.

Preliminary Goals:
• Move away from EDU basis
• Reevaluate logic of using Replacement Cost Less Depreciation (RCLD) basis
• Options to make connecting to the District more affordable?



RMWD.ORG

Phase 2:  Comprehensive Water Cost of Service 
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Scope  

1 The Ramona Municipal Water District (RMWD) is seeking a qualified firm to perform RMWD’s 
Comprehensive Water Cost of Service Study. 

2 The Water Cost of Service Study will recommend FY2025-FY2029 fixed Water Service Charges and 
variable Water Rates (including treated water, agricultural water, untreated water, construction water, 
PSAWR treated water, PSAWR untreated water, and electrical rates) to be included in RMWD’s Rate 
and Fee schedule.  

Preliminary Goals:
• Transparency & clarity (“clear connection”)
• Treated vs Untreated vs Contract Water Rate delineation
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Preliminary Goals:
• Reevaluate the capital cost effects on the rates 

(Incorporate the Facility Planning Document, or the Replacement Value Less 
Depreciation calculation, or the District’s historical capital spending rate?)

Phase 2:  Comprehensive Water Cost of Service 
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Scope  

3 Based on the study, the consultant will provide a long-term financial plan and model in Excel format 
to ensure RMWD can fully fund its revenue needs over the rate setting period and adjust annually.

4 The recommended fixed Water Service Charges and variable Water Rates will comply with 
Proposition 218 and applicable laws.

5 The consultant will determine the best approach to incorporate RMWD’s capital costs into the Water 
Service Charges, taking into consideration RMWD’s Water System Infrastructure Facilities Plan and 
RMWD’s capital replacement costs.
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Capital Projections and Rate Consideration
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 $M

 $2M

 $4M

 $6M

 $8M

 $10M

 $12M

2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040

Projection today Hypothetical delay 1 Hypothetical delay 2

Setting rates too high 
may be an inefficient 
use of public funds

Setting rates too low 
may only delay the 

inevitable and cause 
long-term disruption
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Phase 2:  Comprehensive Water Cost of Service 
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Scope  

6 The consultant will provide guidance in recommending improvements to the rate and fee structure 
for the RMWD water service area that promote equity and business best practices while avoiding 
burdensome and impractical complexities.  

7 The consultant will provide a comparison of current water rates and fees and structure against other 
water service providers in the San Diego region and throughout southern California.

Preliminary Goals:
• Consider rate structure showing wholesale and RMWD rates?
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Phase 2:  Comprehensive Water Cost of Service 
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Scope  

8 The consultant will present the study findings and recommendations to the RMWD Board of Directors 
in two meetings (initial findings, and final report).

9 The consultant will provide detailed demonstrations and training on the long-term financial model.

10 The consultant will assist in the preparation and schedule of the Prop 218 notice.

Preliminary Goals:
• Transparency & clarity (“clear connection”)
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Additional Goals

• Provide transparency and logic to the rates

• Provide options and allow for Committee, Board, and public feedback

• Build consensus

• Study completion by the holidays 
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Recommendation

Review and discuss as appropriate.
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