Water Rate & Fee Study
Cost of Service Report

Agenda Item F.1
Board of Directors
April 16, 2024




Schedule

May 2023 (F&A)  Water Rate and Fee Study kickoff
Jan 25, 2024 (F&A) Financial Plan

Feb 27, 2024 (F&A) Cost of Service, Rate Design

Mar 12, 2024 (BOD) Preliminary Findings

|:> April 16, 2024 (BOD) Review Report, Consider Scheduling a Public Hearing
April 2024 Issue Prop 218 Public Hearing Notice

Jun 11, 2024 (BOD) Public Hearing: Adopt Rates and Charges

July 1, 2024 Effective Date
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Study’s Findings

1. Most rate increases proposed by the previous study were not
Implemented. Property tax revenues were reallocated to the Water
Funds to make up the shortfall instead.

2. The previous study proposed passing through energy related cost
increases. Going forward, however, energy cost increases will be
incorporated into the District’s rate increase instead.

/Previous (2019) Study

Recommendation Was
Not Implemented

[able 1-1: Financial Plan Recommendations

Revenue Adjustments I 7.0% 7.0% 7.0%
M . .

Pass-through of SDCWA costs || Yes

- .-

: Yes

i‘I’ES
I «

7.0%
I Yes

-

i
LS

71.0%

Yes




Study’s Findings

3. Water sales missed its previous 5-year sales volume target. Forward-
looking projections continue to decline as well.

See Report section 3.1,
3.2, and 3.3 regarding
account growth and
water sales projections 5000
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Study’s Findings

See Report section 3.4 4. Inflationary pressures affecting general, overhead, labor, and other
regarding inflationary factors expense categories were projected to be 3% but reached 6.5%.

5. Capital spending, and project execution, increased from $3.5M+ per year
See Report section 3.4.4 to $6.2M+ per year.
regarding capital spending
projections San Diego’s Annual Inflation Rate
(CPI-U) San Diego-Carlsbad, CA, All items - CUURS49ESAQ




See Report section 3.4.6
regarding the financial
outlook at current rates

See Report section 5.3.6

regarding the cost of
service requirements,
(table 5-13)

Study’s Findings

6. The District’s revenues currently fall $4M short of covering its operating
and capital costs each year.

7. If only SDCWA passthrough rate increases are implemented going forward,
the District’s cash balance will fall below the minimum reserve limits
within 18 months.

8. Reduced sales volume has inadvertently made more of the District’s costs
more fixed in nature. The study therefore reflects this shift by recouping
approximately 30% of the revenue requirement through the fixed system
charge.
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See Report section 3.4.4
regarding capital spending
projections

Study’s Findings

9. Fully funding the Water Systems Infrastructure Facilities Plan would
require rate increases of 9% each year over the next five years. Instead,
the study incorporates rate increases of 9%, 7%, 7%, 7%, and 7% over fiscal
years 2025 through 2029, respectively, and staff will reschedule the
capital spending appropriately.
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Study’s Findings

See Report section 3.5
regarding the proposed
financial plan

10.The rate increases represent the maximum allowed increase, not the
likely increase that will be implemented. The Board will revisit each
increase on an annual basis.

Operating Financial Plan- Water
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See Report section 6.2.1
regarding the fixed charges

See Report section 6.2.2
regarding the volumetric
rates

These rates represent the maximum allowed rates, not the likely rates that will

Study’s Findings: Five-Year Rate Proposal

Total Proposed General Fixed 2025 2026 2027 2028 2029
Proposed Proposed Proposed Proposed Proposed
Current Fixed Total General Total General Total General Total General Total General
Meter Size Charge Fixed Fixed Fixed Fixed Fixed
3/4" or smaller S538.47 546.54 549.80 553.29 557.02 561.01
1" $59.35 §73.85 5§79.02 S84.55 $90.47 $96.80
11/2" 5110.91 5140.93 5150.79 5161.35 5172.64 5184.72
2" $176.11 $225.19 $240.95 5257.82 $275.87 $295.18
3" 5366.16 5417.00 5446.19 S477.42 5510.84 S546.60
4" S648.23 5694.41 §5743.01 5795.02 S850.67 5910.22
Volumetric Rates
FY 2025 FY 2026 FY 2027 FY 2028 FY 2029
Current Proposed Proposed Proposed Proposed Proposed
Variable =~ Commodity Commodity Commodity Commodity Commodity
Customer Classes Rates Rates Rates Rates Rates Rates
General Treated 57.25 57.27 57.78 58.32 58.90 59.52
General Treated - AG 57.69 57.27 57.78 58.32 58.90 59.52
PSAWR Treated $6.37 55.84 $6.25 $6.69 57.16 57.66
General Untreated 56.88 56.26 56.70 57.17 57.67 58.21
PSAWR Untreated 55.56 54.83 55.17 55.53 55.92 56.33
Construction Treated 59.80 57.27 57.78 58.32 58.90 59.52
Pumping 50.98 51.47 51.57 51.68 S1.80 51.93

be implemented. The Board will revisit each year’s rates on an annual basis.
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Rate Proposal: Customer Impact

Service Charge 5 38.47
RMWD S 359.83
SDCWA 6.71

General Treated Water 79.75
RMWD 22.55
SDCWA o7.42
Pumping 10.78 16.17
Monthly Total Invoice 5 129.00 5 142.68
customer impact s 13.68

e Customer impact is an estimate and is based on using 11 units of water per month.

e Treated water customers used an average of 10.5 units per month in FY2023. Median
usage was 8.4 units per month.
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Study’s Goals and Results:

v Transparency and clarity (“clear connection™)

v Assess impact of capital spending projections

v Assess impact of peaking factors

v Provide clear logic as to what drives the fixed vs volumetric rates
v Provide clear logic as to what drives treated vs untreated rates
v Assess a rate design to show RMWD vs SDCWA breakdown

v Provide for Committee, Board, and public feedback
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Recommendation

1. Review and accept the 2024 Water Study,

2. Set a future public hearing for the Board to consider adopting
new water rates and fees, and

3. Direct staff to provide proper public notice of such public
hearing.
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