RAMONA MUNICIPAL WATER DISTRICT

AGENDA MEMO &

Agenda Item No. F.4.

Regular Board Meeting of March 14, 2023
Jim Hickle, President
And Members of the Board of Directors
Ramona, CA 92065

RE: APPROVAL OF RESCINDING THE UNTREATED WATER PUMPING RATE

Members of the Board:

Purpose
For the Board to discuss and to potentially approve rescinding the untreated water pumping rate

premium effective 4/1/2023.

Background
According to the Project Background section of the Notice of Sale of Improvement Bonds dated

July 29, 1980 the existing treated water system “would require reinforcement even to supply the
water needs of the existing developed areas as the (avocado) trees mature” because the
contract with Poway Municipal Water District to provide treated water to Ramona Municipal
Water District was expiring in 1984. All of the water needs in the Highland Valley area were
satisfied with this treated water. Because of increased demand within Poway they would be
unable “to provide (Ramona) with treated water after 1984.”

“In order to establish a cost-effective way of serving the Highland Valley area,” AD79-1 was
established and “assessments ... levied for a dual water system for the delivery of treated and
untreated water.” The Engineering Design Report, Highland Valley Assessment District Dual
System Facilities, prepared by Lowry & Associates, Irvine, California, 1979 estimated the project
cost to be $6,050,000 — more than $20,000,000 in 2023 — $5,500,000 of which was assessed to
property owners in AD79-1.

“The dual water system (was to) provide the following benefits ...:

A. Provide existing water users a water distribution system capable of delivering imported
water during future water shortages.

B. Create water availability to undeveloped properties. The Water District has indicated its
willingness to lift the moratorium on new agricultural water use in the Highland Valley
area upon the award of the award of the construction contract for the dual water system.

F.4. Page 1



C. Heavy agricultural water users will be able to use untreated water which, at current
prices, is approximately $35 an acre-foot per year less than treated water....

D. Users of pumped water will be provided with a supplemental water distribution system
which can be utilized if groundwater sources are unavailable.

E. The Water District will be able to more effectively utilize its local and imported water
supplies.”

The Ramona Municipal Water District published a Water Pumping Cost Analysis, Report and
Rate Recommendations in October 2019 which was produced by District staff and reviewed by
Raftelis, who completed the District's water rate and fee study in summer 2019. The Ramona
Municipal Water District held a Proposition 218 public hearing on April 14, 2020 to separate the
treated and untreated pumping rates. The recommended pumping rates are shown in Table 1.
The District’s pumping rates currently remain at pumping rates that were recommended to take
effect on July 1, 2020 as the District has not increased the pumping rates since their adoption. A
Proposition 218 public hearing is not required to lower fees.

Table 1 Proposed Pumping / Energy Rates ($/hundred cubic feet, HCF)

2021 2022 2023 2024
Recommended 7/1/2020 7/1/2021 7/1/2022 7/1/2023
Effective Date
Treated Water $0.98 $1.05 $1.12 $1.20
Untreated Water $1.32 $1.41 $1.51 $1.61
Discussion

Regarding the benefits cited in the 1979 report:
¢ Note that the first benefit was not new or improved.

¢ The moratorium mentioned in the second benefit was not limited to new agricultural
water use in the Highland Valley area, but also applied to the San Diego Country Estates
residential development.

e At $35/acre-foot (the savings using untreated water) the project would not pay back for
almost 60 years — clearly not a benefit to property owners forced to pay the AD79-1
assessments.

e The supplemental water distribution system for pumped water users (wells) was not new
or improved.

Although AD79-1 properties were assessed for 91% of the cost of this project, “more effective
use of District local and imported water supplies” was not a specific benefit only to Highland
Valley area properties, but rather a general benefit for all District customers as well as a specific
benefit to San Diego Country Estates residential properties which could not be developed
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without an available supply of treated water. The District chose to put available treated water
supplies to “more effective use” by taking them away from Highland Valley and making them
available to the Estates development — and coercing Highland Valley customers into paying
most of the cost by threatening to reduce their level of service and by promising unfounded
savings.

The Engineering Report for this project is clear that the storage and pipelines in the treated
water distribution portion of this dual system were scaled to provide only residential flow, and
not required fire flows or maximum daily demand — even under the conditions of 1979. To avoid
reducing the level of water service to AD79-1 properties, the District treated this dual system as
a single, integrated enterprise — often referred to as a “unified system” in the past. However, as
of July 13, 2020 — after 40 years of utilizing a uniform “pumping rate” and depositing all the
revenue in single water enterprise funds and devoting virtually all of those funds to maintaining
and improving the treated system — the District adopted separate pumping rates for the treated
and untreated service connections.

Fiscal Impact
Untreated water use between April 1, 2021 and June 30, 2022 was 487 acre-feet or 168,374

hundred cubic feet. If the untreated pumping rate of $1.32 per hundred cubic feet (HCF) is
lowered to the treated pumping rate of $0.98/HCF and an equivalent amount of untreated water
is used, the fiscal impact is a reduction in water revenue of $57,247. Approximately $16,863 of
this revenue loss would occur in the Fiscal Year 2022-2023 budget and the remaining $40,385
would occur in the Fiscal Year 2023-2024 budget. To put this projected revenue reduction rate
into perspective, the favorable net operating variance rate of accumulation for the water
enterprise is more than 5 times higher.

Recommendation
That the Board approve rescinding the untreated water pumping rate premium effective
4/1/2023 and set the untreated water pumping rate at the treated water pumping rate.

Prepared & Submitted by: Director Gary Hurst, Division 5, Ramona Municipal Water Board of
Directors.
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