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January 5, 2016 

 

Mr. Patrick Hayes 
General Manager  
Mammoth Community Water District 
1315 Meridian Blvd 
Mammoth Lakes CA 93546 
 

Subject:  Water and Wastewater Rate Study Report  

 

Dear Mr. Hayes: 

 

Raftelis Financial Consultants, Inc. (RFC) is pleased to present this water and wastewater rate study 

(Study) to Mammoth Community Water District (District ). The Study involved a comprehensive 

review of the DistrictȭÓ &ÉÎÁÎÃÉÁÌ 0ÌÁÎs, analysis of District water usage, rate structure alternatives, 

and development of water shortage surcharges.  We are confident that the results to water rates, 

based on cost of service principles, result in fair and equitable rates for the DistrictȭÓ customers and 

meet the requirements of Proposition 218.  

 

The report includes an executive summary followed by a discussion on Study assumptions, District 

reserve policies, and allocations of administrative expenses and property tax revenue. Next, we 

discuss the water enterprise financial plan, cost of service analysis, and finally a detailed rate 

derivation for the water enterprise.  Water shortage surcharges are presented in Section 8.  

 

The same progression begins again in Section 9 for the wastewater enterprise.     

 

It was a pleasure working with you and we wish to express our thanks for your and District staff 

members support during the Study.  If you have any questions, please call me at (213) 262-9300. 

 

Sincerely, 

RAFTELIS FINANCIAL CONSULTANTS, INC. 

 

                    
 

Sanjay Gaur Kevin Kostiuk   

Vice President Consultant  
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1. EXECUTIVE SUMMARY 

 BACKGROUND OF THE STUDY 
In 2015, Mammoth Community Water District (the District ) contracted with Raftelis Financial 

Consultants (RFC) to conduct a Water and Wastewater Rate Study (Study) to include a five-year 

Financial Plan for both enterprises. This report presents the Financial Plans, cost of service analysis 

for the Water enterprise, and the resulting water and wastewater rates for implementation on April  

1, 2016. Additionally RFC calculated water supply shortage surcharges that may be implemented in 

times of drought and mandatory water reductions. The surcharges calculated in this report are 

proposed for implementation on February 1, 2016, provided the District is still in a water shortage.  

 

This Executive Summary compiles the water, wastewater, and water shortage rates, and contains a 

description of the ÒÁÔÅ ÓÔÕÄÙ ÐÒÏÃÅÓÓȟ ÍÅÔÈÏÄÏÌÏÇÙȟ ÒÅÓÕÌÔÓ ÁÎÄ ÒÅÃÏÍÍÅÎÄÁÔÉÏÎÓ ÆÏÒ ÔÈÅ $ÉÓÔÒÉÃÔȭÓ 

rates.  The $ÉÓÔÒÉÃÔȭÓ last rate adjustment was effective on April 1, 2015. Rates presented in this report 

will supplant the rates previously adopted for April 1, 2016. The District wishes to establish fair and 

equitable rates that: 

» Meet the DistrictȭÓ ÆÉÓÃÁÌ ÎÅÅÄÓ ÉÎ ÔÅÒÍÓ ÏÆ ÏÐÅÒational expenses,  reserve targets, and capital 

investment to maintain the water and wastewater systems; 

» Maintain affordable charges for customers with low water use;  

» Provide revenue stability and financial sufficiency in times of water supply shortage or 

mandatory conservation; 

» Are easy for customers to understand and easy for District  staff to implement and update in 

the future; and  

» Proportionately allocate the costs of providing service in accordance with California 

Constitution article XIII D, section 6 (commonly referred to as Proposition 218).  

 

 OBJECTIVES OF THE STUDY 
The major objectives of the study include the following: 

1. Develop financial plans for the water and wastewater enterprises to ensure financial 

sufficiency, meet operation and maintenance (O&M) costs, ensure sufficient funding of 

District financial reserves, and if necessary, for capital repair and replacement (R&R) needs1. 

In addition, the analysis contained in this Report makes assumptions regarding customer 

water usage during the current drought conditions and ensures that the District  is financially 

prepared for a period of reduced sales;  

2. Conduct a cost-of-service analysis for the water enterprise; 

3. Develop water shortage surcharges for times of drought, supply interruption, and/or 

mandatory conservation that are fair and equitable; 

4. Develop fair and equitable water and wastewater rates that adequately recover costs, provide 

revenue stability for recovering fixed costs, and maintain affordable water service, while in 

compliance with requirements of Proposition 218. 

                                                             
1 The District historically uses property tax assessment revenue to fund capital repair and replacement; 
however, in the event that capital replacement costs exceed property tax assessments operating (rate) revenue 
may be required to cover capital expenses.   
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This report was prepared using the principles established by the American Water Works Association. 

The American Water Works Association (AWWA) Ȱ0ÒÉÎÃÉÐÌÅÓ ÏÆ 7ÁÔÅÒ 2ÁÔÅÓȟ &ÅÅÓȟ ÁÎÄ #ÈÁÒÇÅÓȡ 

-ÁÎÕÁÌ ÏÆ 7ÁÔÅÒ 3ÕÐÐÌÙ 0ÒÁÃÔÉÃÅÓ -ρ ɉÔÈÅ Ȱ-ρ -ÁÎÕÁÌȱɊ ÅÓÔÁÂÌÉÓÈÅÓ ÃÏÍÍÏÎÌÙ ÁÃÃepted 

professional standards for cost of service studies. The M1 Manual general principles of rate structure 

design and the objectives of the Study are described below.    

 

According to the M1 Manual, the first step in the ratemaking analysis is to determine the adequate 

and appropriate level of funding for a given utilÉÔÙȢ 4ÈÉÓ ÉÓ ÒÅÆÅÒÒÅÄ ÔÏ ÁÓ ÄÅÔÅÒÍÉÎÉÎÇ ÔÈÅ ȰÒÅÖÅÎÕÅ 

ÒÅÑÕÉÒÅÍÅÎÔÓȱ. This analysis considers the short-term and long-term service objectives of the utility 

over a given planning horizon, including capital facilities, system operations and maintenance, and 

financial reserve policies ÔÏ ÄÅÔÅÒÍÉÎÅ ÔÈÅ ÁÄÅÑÕÁÃÙ ÏÆ Á ÕÔÉÌÉÔÙȭÓ ÅØÉÓÔÉÎÇ ÒÁÔÅÓ ÔÏ ÒÅÃÏÖÅÒ ÉÔÓ ÃÏÓÔÓȢ ! 

number of factors may affect these projections, including the number of customers served, water-use 

trends, nonrecurring sales, weather, conservation, use restrictions, inflation, interest rates, 

wholesale contracts, capital finance needs, changes in tax laws, and other changes in operating and 

economic conditions.  

 

After determining a utÉÌÉÔÙȭÓ ÒÅÖÅÎÕÅ ÒÅÑÕÉÒÅÍÅÎÔÓȟ the next step is determining the cost of service. 

5ÔÉÌÉÚÉÎÇ Á ÐÕÂÌÉÃ ÁÇÅÎÃÙȭÓ ÁÐÐÒÏÖÅÄ ÂÕÄÇÅÔȟ ÆÉÎÁÎÃÉÁÌ ÒÅÐÏÒÔÓȟ ÏÐÅÒÁÔÉÎÇ ÄÁÔÁȟ ÁÎÄ ÃÁÐÉÔÁÌ 

improvement plans, a rate study generally categorizes (functionalizes) the system costs (e.g., 

treatment, storage, pumping, etc.), including operating and maintenance and asset costs among 

major operating functions to determine the cost of service.  

 

After the assets and the costs of operating those assets are properly categorized by function, these 

ȰÆÕÎÃÔÉÏÎÁÌÉÚÅÄ ÃÏÓÔÓȱ are allocated first to cost components, and then to the various customer classes 

(e.g., single-family residential, multi-family residential, and commercial) by determining the 

characteristics of those classes and the contribution of each to incurred costs such as base costs, 

peaking costs, different delivery costs, service characteristics and demand patterns.   

 

Rate design is the final part of the M1 ManuÁÌȭÓ ÒÁÔÅ-making procedure and uses the revenue 

requirement and cost of service analysis to determine appropriate rates for each customer class. 

2ÁÔÅÓ ÕÔÉÌÉÚÅ ȰÒÁÔÅ ÃÏÍÐÏÎÅÎÔÓȱ ÔÈÁÔ ÂÕÉÌÄ-up to commodity rates, and fixed charge rates, for the 

various customer classes and meter sizes servicing customers. In the case of inclining block rates, the 

rate components themselves allocate the cost of service within each class of customer, effectively 

treating each tier as a sub-class and determining the cost to serve each tier.  

 

 LEGAL REQUIREMENTS AND RATE SETTING METHODOLOGY 
 

1.3.1 California Constitution - Article XIII D, Section 6 (Proposition 218) 

Proposition 218, reflected in the California Constitution as Article XIII D, was enacted in 1996 to 

ensure that rates and fees are reasonable and proportional to the cost of providing service.  The 

principal requirements for fairness of the fees, as they relate to public water service are as follows: 

 

1. A property-related charge (such as water and wastewater rates) imposed by a public 

agency on a parcel shall not exceed the costs required to provide the property related 

service. 
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2. Revenues derived by the charge shall not be used for any purpose other than that for which 

the charge was imposed.  

3. The amount of the charge imposed upon any parcel shall not exceed the proportional cost of 

service attributable to the parcel. 

4. No charge may be imposed for a service unless that service is actually used or immediately 

available to the owner of property. 

5. No fee or charge may be imposed for general governmental services including, but not 

limited to, police, fire, ambulance or library services, where the service is available to the 

public at large in substantially the same manner as it is to property owners.  

6. A written notice of the proposed charge shall be mailed to the record owner of each parcel 

at least 45 days prior to the public hearing, when the agency considers all written protests 

against the charge. 

   

As stated in !77!ȭÓ M1 Manualȟ Ȱ×ÁÔÅÒ ÒÁÔÅÓ ÁÎÄ ÃÈÁÒÇÅÓ ÓÈÏÕÌÄ ÂÅ ÒÅÃÏÖÅÒÅÄ ÆÒÏÍ ÃÌÁÓÓÅÓ ÏÆ 

customers in proportion to the cost of serving those cÕÓÔÏÍÅÒÓȢȱ  0ÒÏÐ ςρψ ÒÅÑÕÉÒÅÓ ÔÈÁÔ ×ÁÔÅÒ ÒÁÔÅÓ 

ÃÁÎÎÏÔ ÂÅ ȰÁÒÂÉÔÒÁÒÙ ÁÎÄ ÃÁÐÒÉÃÉÏÕÓȟȱ ÍÅÁÎÉÎÇ ÔÈÁÔ ÔÈÅ ÒÁÔÅ-setting methodology must be sound and 

that there must be a nexus between the costs and the rates charged. RFC follows industry standard 

rate setting methodologies set forth by the AWWA M1 Manual to ensure this study meets Proposition 

218 requirements and creates rates that do not exceed the proportionate cost of providing water 

services. 

 

1.3.2 California Constitution - Article X, Section 2 

Article X, Section 2 of the California Constitution (established in 1976) states the following: 

Ȱ)Ô ÉÓ ÈÅÒÅÂÙ ÄÅÃÌÁÒÅÄ ÔÈÁÔ ÂÅÃÁÕÓÅ ÏÆ ÔÈÅ ÃÏÎÄÉÔÉÏÎÓ ÐÒÅÖÁÉÌÉÎÇ ÉÎ ÔÈÉÓ 3ÔÁÔÅ ÔÈÅ ÇÅÎÅÒÁÌ 

welfare requires that the water resources of the State be put to beneficial use to the fullest 

extent of which they are capable, and that the waste or unreasonable use or unreasonable 

method of use of water be prevented, and that the conservation of such waters is to be 

exercised with a view to the reasonable and beneficial use thereof in the interest of the people 

ÁÎÄ ÆÏÒ ÔÈÅ ÐÕÂÌÉÃ ×ÅÌÆÁÒÅȢȱ 

 

Article X, section ς ÏÆ ÔÈÅ 3ÔÁÔÅ #ÏÎÓÔÉÔÕÔÉÏÎ ÉÎÓÔÉÔÕÔÅÓ ÔÈÅ ÎÅÅÄ ÔÏ ÐÒÅÓÅÒÖÅ ÔÈÅ 3ÔÁÔÅȭÓ ×ÁÔÅÒ ÓÕÐÐÌÉÅÓ 

and to discourage the wasteful or unreasonable use of water by encouraging conservation. As such, 

public agencies are constitutionally mandated to maximize the beneficial use of water, prevent waste, 

and encourage conservation.   

 

In addition, Section 106 of the Water Code declares that the highest priority use of water is for 

domestic purposes, with irrigation secondary. To meet the objectives of Article X, section 2, Water 

Code Section 375 et seq., a water purveyor may utilize its water rate design to incentivize the efficient 

use of water.   The District  established tiered rates to incentivize customers to conserve water. The 

tiered rates (as well as rates for uniform rate classes) need to be based on the proportionate costs 

incurred to provide water to customer classes to achieve compliance with Proposition 218.  

 

Tiered Rates  ɀ ȰIncÌÉÎÉÎÇȱ ÂÌÏÃË ÒÁÔÅ ÓÔÒÕÃÔÕÒÅÓ (which aÒÅ ÓÙÎÏÎÙÍÏÕÓ ×ÉÔÈ ȰÉÎÃÒÅÁÓÉÎÇȱ ÂÌÏÃË ÒÁÔÅ 

structures and Ȱtieredȱ rates) when properly designed and differentiated by customer class, allow a 

water utility  to send consistent conservation price signals to customers.  Due to heightened interest 
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in water conservation, tiered rates have gained widespread use, especially in relatively water-scarce 

regions, such as the Eastern Sierra region of California.  Tiered rates meet the requirements of 

Proposition 218 as long as the tiered rates reasonably reflect the proportionate cost of providing 

service to users in each tier. 

 

1.3.3 Cost-Based Rate-Setting Methodology 

 

As stated in the AWWA M1 Manualȟ ȰÔÈÅ ÃÏÓÔÓ ÏÆ ×ÁÔÅÒ ÒÁÔÅÓ ÁÎÄ ÃÈÁÒÇÅÓ ÓÈÏÕÌÄ ÂÅ ÒÅÃÏÖÅÒÅÄ ÆÒÏÍ 

classes of customers iÎ ÐÒÏÐÏÒÔÉÏÎ ÔÏ ÔÈÅ ÃÏÓÔ ÏÆ ÓÅÒÖÉÎÇ ÔÈÏÓÅ ÃÕÓÔÏÍÅÒÓȢȱ 4Ï ÄÅÖÅÌÏÐ ÕÔÉÌÉÔÙ ÒÁÔÅÓ 

that comply with Proposition 218 and industry standards while meeting other emerging goals and 

objectives of the utility, there are four major steps discussed below and previously addressed in 

Section 1.2. 

 

1) Calculate Revenue Requirement 

The rate-making process starts by determining the test year revenue requirement - which for this 

study is FY 2016.  The revenue requirement should ÓÕÆÆÉÃÉÅÎÔÌÙ ÆÕÎÄ ÔÈÅ ÕÔÉÌÉÔÙȭÓ O&M, debt service, 

capital expenses, and reserve funding.  

 

2) Cost Of Service Analysis (COS)  

The annual cost of providing water service is distributed among customer classes commensurate 

with their service requirements. A COS analysis involves the following: 

1. Functionalizing costs.  Examples of functions are supply, treatment, transmission, 

distribution, storage, meter servicing and customer billing and collection.  

2. Allocating functionalized costs to cost components.  Cost components include base, 

maximum day, maximum hour2, meter service, customer servicing and conservation costs.   

3. Distributing the cost components.  Distribute cost components, using unit costs, to customer 

classes in proportion to their demands on the water system.   This is described in the M1 

Manual published by AWWA.   

 

A COS analysis considers both the average quantity of water consumed (base costs) and the peak rate 

at which it is consumed (peaking or capacity costs as identified by maximum day and maximum hour 

demands).3  Peaking costs are costs that are incurred during peak times of consumption. There are 

additional costs associated with designing, constructing, and operating and maintaining facilities to 

meet peak demands.  These peak demand costs need to be allocated to those imposing such costs on 

the utility .  In other words, not all customer classes share the same responsibility for peaking related 

costs.   

 

                                                             
2 Collectively maximum day and maximum hour costs are known as peaking costs or capacity costs. 
3 System capacity ÉÓ ÔÈÅ ÓÙÓÔÅÍȭÓ ÁÂÉÌÉÔÙ ÔÏ ÓÕÐÐÌÙ ×ÁÔÅÒ ÔÏ ÁÌÌ ÄÅÌÉÖÅÒÙ ÐÏÉÎÔÓ ÁÔ ÔÈÅ ÔÉÍÅ ×ÈÅÎ ÄÅÍÁÎÄÅÄȢ 
Coincident peaking factors are calculated for each customer class at the time of greatest system demand.  The 
time of greatest demand is known as peak demand.  Both the operating costs and capital asset related costs 
incurred to accommodate the peak flows are generally allocated to each customer class ÂÁÓÅÄ ÕÐÏÎ ÔÈÅ ÃÌÁÓÓȭÓ 
relative demands during the peak month, day, and hour event. 
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3) Rate Design and Calculations  

Rates do more than simply recover costs. Within the legal framework and industry standards, 

properly designed rates should support and optimize a blend of various utility objectives, such as 

conservation, affordability for essential needs and revenue stability  among other objectives. Rates 

may also act as a public information tool in communicating these objectives to customers.  

 

4) Rate Adoption  

Rate adoption is the last step of the rate-making process to comply with Proposition 218. RFC 

documented the rate study results in this Study Report to help educate the public about the proposed 

changes, the rationale and justifications behind the changes, and their anticipated financial impacts 

in lay terms.  

 

 RESULTS AND RECOMMENDATIONS 
Table 1-1 shows the Financial Plans selected by the District Board of Directors.  Although Table 1-1 

shows anticipated revenue adjustments for FYs 2017 through 2021, the District will review and 

confirm the needed revenue adjustments on an annual basis4. 

 

Table 1-1: Enterprise Financial Plans  

Enterprise 
          Revenue Adjustments 

 
FY175     FY18     FY19     FY20     FY21 

5-Year CIP6 

Water 2%          2%        2%         2%        2% $6.9 M 

Sewer 1%          1%        1%         1%        1% $4.8 M 

 

1.4.1 Factors Affecting Revenue Adjustments ς Water Enterprise 

The following items ÁÆÆÅÃÔ ÔÈÅ ×ÁÔÅÒ ÅÎÔÅÒÐÒÉÓÅȭÓ ÒÅÖÅÎÕÅ ÒÅÑÕÉÒÅÍÅÎÔ ɉÉȢÅȢ ÃÏÓÔÓɊ ÁÎÄ ÔÈÕÓ ÉÔÓ ×ÁÔÅÒ 

rates.  The DistrictȭÓ ÅØÐÅÎÓÅÓ ÉÎÃÌÕÄÅ /ÐÅÒÁÔÉÏÎ ÁÎÄ -ÁÉÎÔÅÎÁÎÃÅ ɉ/Ǫ-Ɋ ÅØÐÅÎÓÅÓ ÁÎÄ ÃÁÐÉÔÁÌ 

expenses (including debt service).  

» O&M Expenses:  Overall, the DistrictȭÓ /Ǫ- ÅØpenses are expected to increase by 5 
percent for FY 2017 over FY 2016. Of O&M expenses, treatment of groundwater increased 
the most in percentage terms at 10 percent; Maintenance Management (previously 
unallocated to water operations) increased the most in absolute terms from $0 in FY 2015 
to $269,765 in FY 2016. Operating expenses increased significantly in FY 2016 over FY 
2015 due to reallocating costs between District funds to better align with the costs 
attributable to specific funds (e.g., water operating, water capital replacement, water 
expansion, admin replacement/expansion). This allocation process is explained in detail 
in Section 4.1. 

                                                             
4 The Board maintains the right to implement rates that are lower than adopted. If it is determined that a rate 
higher than that adopted is required, the Board will have to adopt new rates and the District will need to re-
issue a Proposition 218 notice.   
5 The District had previously adopted a 2 percent increase in water enterprise revenues for fiscal year ending 
2017. The proposed revenue adjustment in this report is consistent with the previous rate study of 2012. 
However, the rates proposed are based upon a new cost of service analysis and are therefore different than the 
rates previously adopted.  
6 CIP stands for Capital Improvement Plan  
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» Reserve Funding:   The District has reserve policies (further discussed in Section 3.1) to 
meet cash flow needs, ensure adequate funding of repairs and replacements in the event 
of asset failure, and protect ratepayers from rate spikes in times of shortage. Section 3 
shows established reserve targets and Section 5.4 shows the reserve balances for the 
selected Financial Plan.   

» Reduced Water Sales:  The continued drought, as well as State and local public outreach 
efforts to conserve water, are reducing water use and therefore revenues of the District.  
The District experienced a 12 percent decrease in water use from FY 2014 to FY 2015 and 
projects a nearly 30 percent decrease for FY 2016 versus the base year of FY 2013.  This 
results in increased water rates as the DistrictȭÓ ɉÍÏÓÔÌÙ ÆÉØÅÄɊ ÃÏÓÔÓ ÁÒÅ ÓÐÒÅÁÄ ÏÖÅÒ 
fewer units of water sold. 

 

1.4.2 Factors Affecting Revenue Adjustments ς Sewer Enterprise 

» O&M Expenses:  Overall, the DistrictȭÓ /Ǫ- ÅØÐÅÎÓÅÓ ÁÒÅ ÅØÐÅÃÔÅÄ ÔÏ ÉÎÃÒÅÁÓÅ by 4 
percent for FY 2017 over FY 2016. Of O&M expenses, Information increased the most in 
percentage terms at 5 percent; Maintenance Management (previously unallocated to 
wastewater operations) increased the most in absolute terms from $0 in FY 2015 to 
$240,699 in FY 2016. Operating expenses increased significantly in FY 2016 over FY 2015 
due to reallocating costs between District funds to better align with the costs attributable 
to specific funds (e.g., wastewater operating, wastewater capital replacement, 
wastewater expansion, admin replacement/expansion). This allocation process is 
explained in detail in Section 4.1. 

» Reserve Funding:   The District has reserve policies (further discussed in Section 3.2) to 
meet cash flow needs and ensure adequate funding of repairs and replacements in the 
event of asset failure, and protect ratepayers from rate spikes in times of shortage. Section 
3 shows established reserve targets and Section 9.4 shows the reserve balances for the 
selected Financial Plan.   

 

1.4.3 Proposed Water Rates 

Table 1-2 shows the previously adopted and proposed charges for the monthly Water Base Service 

Charge by meter size for the Study period. The District  charges the Base Service Charge to Multi-

Family Residential (MFR) customers per dwelling unit, irrespective of meter size. 

 

Table 1-2: Current and Proposed Monthly Water Base Service Charges 

Meter Size 
Adopted April  

2016  
Proposed 
April 2016  

Proposed 
April  2017 

Proposed 
April  2018  

Proposed 
April  2019  

Proposed 
April  2020  

υȾψȱ | σȾτȱ $14.19 $13.89 $14.17 $14.46 $14.75 $15.05 
ρȱ $21.57 $21.04 $21.47 $21.90 $22.34 $22.79 
1-ρȾςȱ $40.02 $38.93 $39.71 $40.51 $41.33 $42.16 
ςȱ $62.18 $60.39 $61.60 $62.84 $64.10 $65.39 
σȱ $132.29 $128.35 $130.92 $133.54 $136.22 $138.95 
τȱ $235.65 $228.52 $233.10 $237.77 $242.53 $247.39 
φȱ $538.56 $503.96 $514.04 $524.33 $534.82 $545.52 
ψȱ $921.03 $861.68 $878.92 $896.50 $914.43 $932.72 
MFR $10.64 $13.89 $14.17 $14.46 $14.75 $15.05 

 

Table 1-3 shows the current and proposed commodity rates by customer class. RFC recommends that 

the Single Family Residential (SFR) class be restructured to 3 tiers from the current 4 tiers. 
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Justification of the three tiers and their definitions is detailed in Section 0 Additionally RFC 

recommends that the Multi -Family Residential (MFR)7 class be restructured to a uniform rate given 

both the usage characteristics and policy objectives of the Board. 

 

No structural changes are recommended for commercial, irrigation, or recycled water users.  

 

Table 1-3: Current and Proposed Water Commodity Rates ($/ kgal ) 

Customer 
Class 

Adopted  
April  2016  

Proposed  
April 2016  

Proposed  
April 2017  

Proposed  
April 2018  

Proposed  
April 2019  

Proposed  
April 2020  

SFR       
  Tier 1 $1.52  $0.91  $0.93  $0.95  $0.97  $0.99 
  Tier 2 $2.54  $2.12  $2.17  $2.22  $2.27  $2.32 
  Tier 3 $4.47  $4.66  $4.76  $4.86  $4.96  $5.06 
  Tier 4 $8.30 N/A  N/A  N/A  N/A  N/A  
MFR       
  Tier 1 $1.52  $2.16  $2.21  $2.26  $2.31  $2.36 
  Tier 2 $2.54  N/A  N/A  N/A  N/A  N/A  
  Tier 3 $4.47  N/A  N/A  N/A  N/A  N/A  
  Tier 4 $8.30 N/A  N/A  N/A  N/A  N/A  
Commercial  $3.08 $2.88  $2.94  $3.00  $3.06  $3.13 
Irrigation        
  Tier 1 $3.50 $2.53  $2.59  $2.65  $2.71  $2.77 
  Tier 2 $4.47 $5.70  $5.82  $5.94  $6.06  $6.19 
  Tier 3 $8.30 $8.44  $8.61  $8.79  $8.97  $9.15 
Recycled $1.79 $1.67  $1.71  $1.75  $1.79  $1.83 

 

Together, the two components of the DistrictȭÓ proposed water service fees are structured to recover 

the proportionate costs of providing water service to each customer class and to deter waste, 

encourage water use efficiency, manage the DistrictȭÓ ×ÁÔÅÒ ÒÅÓÏÕÒÃÅÓ, and provide revenue stability.  

 

1.4.4 Proposed Sewer Rates 

Table 1-4 shows the previously adopted and proposed charges for monthly wastewater service 

charges. As the wastewater rates calculated in this report are not based upon a new cost of service 

analysis (we rely upon the most recent wastewater cost of service analysis prepared in 2012), 

proposed rates are adjusted by the percentage increase found in Table 1-1 above current wastewater 

rates.   

 

 

 

 

 

 

 

                                                             
7 MFR serves MFR as well as some mixed commercial/residential customers that exhibit water use and other 
characteristics consistent with residential customers.  
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Table 1-4: Current and Proposed Wastewater Service Charges   

Customer Class 
Adopted 

April  
2016  

Proposed 
April 
2016  

Proposed 
April 
2017  

Proposed 
April 
2018  

Proposed 
April 
2019  

Proposed 
April 
2020  

Single Family  $20.10 $20.31 $20.52 $20.73 $20.94 $21.15 
Multi -Family  $17.30 $17.48 $17.66 $17.84 $18.02 $18.21 
RV Space $2.92 $2.95 $2.98 $3.01 $3.05 $3.09 
Motel Units  $9.13 $9.23 $9.33 $9.43 $9.53 $9.63 
Ski Dorm/Bed  $2.92 $2.95 $2.98 $3.01 $3.05 $3.09 
Commercial Unit  $12.95 $13.08 $13.22 $13.36 $13.50 $13.64 
Laundry - Commercial  $774.76 $782.51 $790.34 $798.25 $806.24 $814.31 
Laundromat - Public  $475.19 $479.95 $484.75 $489.60 $494.50 $499.45 
Service Station  $23.74 $23.98 $24.22 $24.47 $24.72 $24.97 
Car Wash $59.42 $60.02 $60.63 $61.24 $61.86 $62.48 
Restaurant Seat $2.59 $2.43 $2.46 $2.49 $2.52 $2.55 
Bar Seat $1.30 $1.26 $1.28 $1.30 $1.32 $1.34 
Theatre Seat $0.62 $0.61 $0.62 $0.63 $0.64 $0.65 
Public Building  $39.67 $40.07 $40.48 $40.89 $41.30 $41.72 
Elem School $0.89 $0.90 $0.91 $0.92 $0.93 $0.94 
High School $1.05 $1.07 $1.09 $1.11 $1.13 $1.15 
Storage/Warehouse  $17.88 $18.06 $18.25 $18.44 $18.63 $18.82 
Swimming Pool  $11.84 $11.96 $12.08 $12.21 $12.34 $12.47 
Spa/Hot Tub  $6.03 $6.10 $6.17 $6.24 $6.31 $6.38 
Hospital Bed  $27.30 $27.58 $27.86 $28.14 $28.43 $28.72 
Juniper  $13.01 $13.15 $13.29 $13.43 $13.57 $13.71 
Mill Cabins  $20.29 $20.30 $20.51 $20.72 $20.93 $21.14 

 

Current and Proposed Wastewater Service Charges ( Outside District)  

Customer Class 
Adopted 

April  
2016  

Proposed 
April 
2016  

Proposed 
April 
2017  

Proposed 
April 
2018  

Proposed 
April 
2019  

Proposed 
April 
2020  

Out of District Cabin  $20.10 $20.31 $20.52 $20.73 $20.94 $21.15 
Out of District 
Manager Unit  

$20.10 $20.31 $20.52 $20.73 $20.94 $21.15 

Out of District Motel  $20.10 $20.31 $20.52 $20.73 $20.94 $21.15 
Out of District 
Commercial or Public  

$12.95 $13.08 $13.22 $13.36 $13.50 $13.64 

Out of District 
Restaurant/Seat  

$1.90 $1.92 $1.94 $1.96 $1.98 $2.00 

Out of District 
Campground Unit  

$2.25 $2.28 $2.31 $2.34 $2.37 $2.40 

Out of District Picnic 
Area or Trailhead  

$1.12 $1.14 $1.16 $1.18 $1.20 $1.22 
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Current and Proposed Wastewater O&M Charges (Outside District)  

Customer Class 
Adopted 

April  
2016  

Proposed 
April 
2016  

Proposed 
April 
2017  

Proposed 
April 
2018  

Proposed 
April 
2019  

Proposed 
April 
2020  

Out of District Cabin  $24.24 $24.04 $24.29 $24.54 $24.79 $25.04 
Out of District 
Manager Unit  

$24.24 $24.04 $24.29 $24.54 $24.79 $25.04 

Out of District Motel  $24.24 $24.04 $24.29 $24.54 $24.79 $25.04 
Out of District 
Commercial or Public  

$15.60 $15.48 $15.64 $15.80 $15.96 $16.12 

Out of District 
Restaurant/Seat  

$2.29 $2.28 $2.31 $2.34 $2.37 $2.40 

Out of District 
Campground Unit  

$2.71 $2.69 $2.72 $2.75 $2.78 $2.81 

Out of District Picnic 
Area or Trailhead  

$1.36 $1.35 $1.37 $1.39 $1.41 $1.43 

 

Current and Proposed Wastewater Replacement  Charges (Outside  District)  

Customer Class 
Adopted 

April  
2016  

Proposed 
April 
2016  

Proposed 
April 
2017  

Proposed 
April 
2018  

Proposed 
April 
2019  

Proposed 
April 
2020  

Mill City and Out of 
District  

$91.57 $91.58 $92.50 $93.43 $94.37 $95.32 

 

1.4.1 Proposed Water Shortage Surcharges 

Table 1-5 shows proposed water shortage surcharges, by meter size and drought level. These 

surcharges are proposed to recover revenue losses to the water enterprise at each level of drought. 

Section 8 ÄÅÔÁÉÌÓ 2&#ȭÓ ÓÕÒÃÈÁÒÇÅ ÁÓÓÕÍÐÔÉÏÎÓȟ ÍÅÔÈÏÄÏÌÏÇÙȟ ÁÎÄ ÃÁÌÃÕÌÁÔÉÏÎȢ  

 

Table 1-5: Proposed Water Shortage Surcharges    

Meter Size 
AWWA 

Capacity Ratio 
Level 1 Level 2 Level 3 Level 4 

5/8"  | 3/4"  1.00 $1.31 $2.62 $3.93 $6.55 
1"  1.67 $2.19 $4.37 $6.55 $10.91 
1 1/2"  3.33 $4.37 $8.73 $13.09 $21.82 
2"  5.33 $6.99 $13.97 $20.95 $34.91 
3"  11.67 $15.27 $30.54 $45.81 $76.35 
4"  21.00 $27.49 $54.98 $82.46 $137.43 
6"  46.67 $61.08 $122.16 $183.24 $305.40 
MFR 1.00 $1.31 $2.62 $3.93 $6.55 

 

 

2. GENERAL ASSUMPTIONS  
 

 INFLATION 
The Study Period is from Fiscal Year (FY) 2016 to 2021 with proposed revenue adjustments and rates 

presented for the five years FY 2017-2021. Various types of assumptions and inputs were 

incorporated into the Study based on discussions with and/or direction from District  staff. These 

include the projected number of accounts and annual growth rates in consumption for different 



 

 
  

20    |   Mammoth Community Water District 
 

customer classes, and inflation factors and other assumptions. These cost escalation factors show 

projected Operations and Maintenance increases across the Study Period for each utility. RFC worked 

with District  staff to escalate individual budget line items according to appropriate escalation factors, 

which resulted in the below aggregate escalation factors. More detailed inflationary factors are found 

in Table 5-1 and Table 9-1 for the water enterprise and wastewater enterprise respectively.  

 

Table 2-1: Operations and Maintenance Expense Inflation Assumptions  

 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 
Water Enterprise  5.0% 5.0% 4.9% 3.6% 3.6% 

Wastewater Enterprise  3.8% 3.8% 3.9% 3.9% 4.0% 

 

 

 PROJECTED DEMAND AND GROWTH 
To estimate future water and wastewater usage, two primary factors are used ɀ account growth and 

water demanded relative to calendar year (CY) 2013, our baseline consumption year within the 

model. Given that the District  is not expecting a high level of growth, it is estimated that the total 

number of accounts will grow by 0.25 percent for the first three years and 1 percent each year after 

that. In consideration of current drought conditions and the DistrictȭÓ assigned mandatory water 

usage cutback of 20 percent from the State Water Resources Control Board (SWRCB), total water 

demand is projected to decrease by 19 percent for FY 2016 versus FY 2015. For FY 2017 through FY 

2021 usage is expected to rebound slowly to CY 2013 levels as the District comes out of drought 

conditions. This decrease will be shown below, and is captured by the water sales reduction. The 

District is currently at a Level 3 drought declaration which calls for a 30 percent reduction in water 

consumption. 

 

In addition, in order to predict non-operating revenues, the study assumed that revenues classified 

as Other Revenues will increase at 2 percent; Property Tax Assessments will increase at 1 percent 

per year until FY 2020 and 1.5 percent in FY 2021. The interest rate recovered by the enterpriseÓȭ 

reserves are assumed at 1.5 percent for FY 2017-2018 and 2 percent in FY 2019-2021. These revenue 

growth assumptions are show below in Table 2-2. 

 

Table 2-2: Water, Account, and Revenue Growth Assumptions  

 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 
Account Growth  0.25% 0.25% 0.25% 1.00% 1.00% 

Drought Level  Level 2  Level 1 
Non-

Drought 
Non-

Drought 
Non-

Drought 
Water Sales Reduction 
(relative to CY 2013)  

20% 10% 0% 0% 0% 

Other Revenues 2% 2% 2% 2% 2% 

Property Tax Revenue  1% 1% 1% 1% 1.5% 
Interest  1.5% 1.5% 2% 2% 2% 

 

 

3. RESERVE POLICY 
 

Reserve policies provide a basis for the District  to cope with fiscal emergencies such as revenue 

shortfalls, asset failure, and natural disasters, among others.  It  also provides guidelines for sound 
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financial management with an overall long-range perspective to maintain financial solvency and 

mitigate financial risks associated with revenue instability, volatile capital costs, and emergencies.    

 

 RECOMMENDED POLICIES (WATER ENTERPRISE) 
Table 3-1 details the reserve type, recommended policy, and target level in FY 2017 for the Water 

Enterprise (Funds 20 and 22). RFC recommends that the Water Operating Fund have an Operating 

reserve equal to 50 percent of annual operating expenses. This reserve provides for cash flow in case 

of revenue shortfall and to provide working capital requirements. Considerations for billing 

frequency, seasonal fluctuations in expenditures, and seasonal fluctuations in demand, among others, 

determine the recommended reserve target.  

 

RFC also recommends the District establish a Rate Stabilization Reserve for the Water Operating 

Fund. A Rate Stabilization reserve is for unforeseen emergencies, interruptions, or challenges (e.g., 

the ongoing drought). An amount equal to a percentage of annual volumetric rate revenue is set aside 

to be utilized during revenue shortfalls, to smooth out rate impacts, or to forego implementation of 

water shortage surcharges temporarily. Each utility  is unique and rate stabilization reserves are 

influenced by several variables including water supply reliability, source cost exposure, and revenues 

from fixed versus variable sources, among others. RFC recommends a reserve level of 15 percent of 

annual commodity sales. 

 

Reserves for the Capital Replacement Fund are comprised of two components: a Capital Repair and 

Replacement (R&R) reserve and an Emergency reserve. The appropriate Capital R&R reserve level 

considers long term capital improvement projects (CIP) expenditures, projects to be debt financed 

versus rate or property tax funded, and system age, among other factors. Generally an amount equal 

to one to five years of average CIP, or a multiple of annual system replacement cost depreciation, is 

appropriate. RFC recommends the District maintain a Capital R&R reserve equal to three years of 

average CIP.  

 

Lastly, RFC recommends an Emergency reserve of $1 million. The Emergency reserve is intended to 

provide funds in the event of critical asset failure.  An appropriate emergency reserve considers the 

replacement cost of an essential facility, the time necessary to bring a facility back online, and 

historical information on the frequency of line breaks or other unanticipated repairs, among other 

factors. After discussion with District staff and the District Board, an amount of $1 million was 

determined.  
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Table 3-1: Recommended Water Enterprise Reserve Policies  

Reserve Recommended Policy 
FY 2017 Target 

Level 

Fund 20 ï Water Operating Fund   

Operating Reserve 50% of Operating Budget $1.63M 

Rate Stabilization Reserve 15% of water commodity sales $0.26M 

Fund 22 Water Capital Replacement Fund   

Capital R&R 3 years of Average Annual CIP $4.54M 

Emergency Critical Asset  $1.00M 

Total Water Enterprise  $7.43M 

 

 

 RECOMMENDED POLICIES (WASTEWATER ENTERPRISE) 
Table 3-2 details the reserve type, recommended policy, and target level in FY 2017 for the 

Wastewater Enterprise (Funds 30 and 23). RFC recommends that the Wastewater Operating Fund 

have an Operating reserve equal to 50 percent of annual operating expenses. This reserve provides 

for cash flow in case of revenue shortfall and to provide working capital requirements. 

Considerations for billing frequency and seasonal fluctuations in expenditures, among others, 

determine the recommended reserve target.  

 

Reserves for the Capital Replacement Fund are comprised of two components: a Capital Repair and 

Replacement (R&R) reserve and an Emergency reserve. The appropriate Capital R&R reserve level 

considers long term capital improvement projects (CIP) expenditures, projects to be debt financed 

versus rate or property tax funded, and system age, among other factors. Generally an amount equal 

to one to five years of average CIP, or a multiple of annual system replacement cost depreciation, is 

appropriate. RFC recommends the District maintain a Capital R&R reserve equal to three years of 

average CIP.  

 

Lastly, RFC recommends an Emergency reserve of $1 million. The Emergency reserve is intended to 

provide funds in the event of critical asset failure.  An appropriate emergency reserve considers the 

replacement cost of an essential facility, the time necessary to bring a facility back online, and 

historical information on the frequency of line breaks or other unanticipated repairs, among other 

factors. After discussion with District staff and the District Board, an amount of $1 million was 

determined.  
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Table 3-2: Recommended Wastewater Enterprise Reserve Policies  

Reserve Recommended Policy 
FY 2017 Target 

Level 

Fund 30 ï Wastewater Operating Fund   

Operating Reserve 50% of Operating Budget $1.08M 

Fund 23 Wastewater Capital Replacement 
Fund 

  

Capital R&R 3 years of Average Annual CIP $3.05M 

Emergency Critical Asset  $1.00M 

Total Wastewater Enterprise  $5.13M 

 

 

4. ADMINISTRATIVE COSTS AND PROPERTY 
TAX ALLOCATION 

 

 ALLOCATION OF ADMINISTRATIVE COSTS TO RESPECTIVE FUNDS 
The District has an Administrative Fund (Fund 10) which incurs costs that are unallocated between 

the water and wastewater enterprises. As part of this study, and to adequately account for all 

expenses incurred by the enterprise funds, RFC worked with staff to properly allocate indirect costs 

to the respective funds. A total of $2,855,822 in FY 2016 was assigned to the Water Operating Fund, 

Wastewater Operating Fund, Water Capital Replacement Fund, and Wastewater Capital Replacement 

Fund.  

 

Costs within Fund 10 were allocated based upon one of the following three bases: budgeted fund 

expenditures, employee count, or workstation count. The counts within Table 4-1 were estimated by 

District staff. Table 4-2 shows the assignments in percentage terms. Percentages are rounded to the 

nearest whole number.  

  

Table 4-1: Administrative Cost ɀ Assignment Basis   

Allocation Basis  Water  
(Fund 20)  

Wastewater  
(Fund 30)  

Water 
Replacement 

(Fund 22)  

Wastewater  
Replacement 

(Fund 23)  
Budgeted Expenditures  $2,397,842 $1,544,843 $4,262,908 $1,620,768 
Employee Count 15.1 9.6 12.2 2.2 
Workstation Count  21 16 5 3 

 

Table 4-2: Administrative Cost ɀ Percentage Assignment   

Allocation Basis  Water  
(Fund 20)  

Wastewater  
(Fund 30)  

Water 
Replacement 

(Fund 22)  

Wastewater  
Replacement 

(Fund 23)  
Budgeted Expenditures  24% 16% 43% 17% 
Employee Count 39% 25% 31% 5% 
Workstation Count  47% 35% 11% 7% 
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Costs were incurred in four Departments: 110 (Administration), 120 (Finance), 130 (Information), 

and 160 (Human Resources and Safety). Table 4-3 shows the expenses incurred in each of the four 

departments and the respective allocation method from Table 4-1.  

 

Table 4-3: Administrative  Cost Assignment, by Department   

Allocation Basis  Budgeted 
Expenditures  

Employee 
Count 

Workstation 
Count 

Department 110  (Administration)  $1,322,966   
Department 120  (Finance)  $805,556   
Department 130  (Information)    $412,912 
Department  160 (HR)  $314,388  
Total Allocated Costs  $2,128,522  $314,388  $412,912  

 

Using the total costs by allocation method in Table 4-3 and the percentage assignments in Table 4-1, 

we calculate the costs assigned to the respective funds (Table 4-4). These costs are then added to 

budgeted expenditures for each fund to forecast total expenses in each fund.   

 

Table 4-4: FY 2016 Administrative Cost Allocation  

Allocation Basis  Water  
(Fund 20) 8 

Wastewater  
(Fund 30)  

Water 
Replacement 

(Fund  22)  

Wastewater  
Replacement 

(Fund 23)  
Total Costs 

Budgeted Expend. $595,661 $322,708 $867,276 $342,877  $2,128,522 
Employee Count $122,611  $78,597  $97,460  $15,719  $314,388 
Workstation Count  $194,069  $144,519  $45,420  $28,904  $412,912 
Total Allocation  $912,341  $545,824  $1,010,157  $387,500  $2,855,822  

 

 

 ALLOCATION OF PROPERTY TAX REVENUE TO RESPECTIVE FUNDS 
The District receives property tax assessment revenues from parcels within its service area. 

Historically property tax revenues have been designated for capital R&R projects for District funds 

22 and 23. The District will  continue to dedicate property tax assessments for these purposes. 

However, RFC recommends that the allocation of assessments be amended to reflect system 

valuation (asset values) which provides a proxy for future repair and replacement. The historical 

allocation method has led to imbalances in funding levels relative to their needs which precipitated 

a one-time change in FY 2016 to help correct the inequality. Moving forward the District should use 

system valuation which will increase the amount to the Water Replacement Fund (Fund 22) by nearly 

10 percent, while reducing the Wastewater Replacement Fund (Fund 23) and New Enterprise Fund 

(Fund 96) by 5.8 percent and 4.9 percent respectively.   

 

Table 4-5 shows the calculation of property tax allocation for FY 2017. The proposed allocation sums 

the asset value (Replacement Cost Less Depreciation) for the four funds receiving property tax 

revenue and then allocates the pro rata share of the total value.  Table 4-6 shows estimated property 

tax allocations during the Study period. Note, property tax assessments are inflated by 1 percent per 

year through FY 2020 and 1.5 percent in FY 2021.      

 

 

                                                             
8 $111,600 for water conservation costs are allocated 100% to Fund 20.  
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Table 4-5: Recommended Property Tax Allocation Basis  

Fund 
Asset Value 

(RCLD) 
Proposed 
Allocation  

FY 2017 
Property Tax  

    

Admin Replacement $4,148,188  6.1% $386,560  
Water Replacement $40,858,900  59.6% $3,807,542  
Wastewater 
Replacement 

$23,451,378  34.2% $2,185,377  

New Enterprise $96,406 0.1% $8,984  
Total  $68,554,872  100%  $6,388,463  

 

Table 4-6: Recommended Property Tax Allocation  FY 2017-2021  

Fund FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 
Total Assessments $6,388,463  $6,452,347  $6,516,871  $6,582,039  $6,680,770  

Admin Replacement $386,560  $390,425  $394,329  $398,273  $404,247  
Water Replacement $3,807,542  $3,845,617  $3,884,074  $3,922,914  $3,981,758  
Wastewater Replacement $2,185,377  $2,207,231  $2,229,303  $2,251,596  $2,285,370  
New Enterprise $8,984  $9,074  $9,164  $9,256  $9,395  
Total  $6,388,463  $6,452,347  $6,516,871  $6,582,039  $6,680,770  

 

 

5. WATER ENTERPRISE  
 

This section describes the water enterprise, the DistrictȭÓ ÃÕÓÔÏÍÅÒ account and water use data, and 

corresponding financial plan.  

 

 INFLATIONARY FACTORS AND ASSUMPTIONS 
To ensure that future costs are reasonably forecasted, we make informed assumptions about 

inflationary factors, account growth, and water use.  Table 5-1 shows the inflationary assumptions 

incorporated in the five-year Financial Plan.  Inflationary factors are estimated by District staff.  

 

Table 5-1: Inflationary Assumptions  

Factor  FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 
General Inflation  3% 3% 3% 3% 3% 
Salaries  3% 3% 3% 3% 3% 
Benefits  8% 8% 8% 8% 8% 
Energy 5% 5% 5% 5% 5% 
Non-Inflated  0% 0% 0% 0% 0% 
Capital  4% 4% 4% 5% 5% 
Other Operating Revenues  2% 2% 2% 2% 2% 
Interest  1.5% 1.5% 2% 2% 2% 

 

Table 5-2: Inflationary Assumptions  

 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 
Account Growth  0.25% 0.25% 0.25% 1.00% 1.00% 

Water Use  
(per account)  

98.00% 99.00% 99.00% 99.00% 99.00% 

Water Usage Growth  98.25% 99.25% 99.25% 99.99% 99.99% 
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 WATER REVENUE REQUIREMENTS 
! ÒÅÖÉÅ× ÏÆ Á ÕÔÉÌÉÔÙȭÓ ÒÅÖÅÎÕÅ ÒÅÑÕÉÒÅÍÅÎÔÓ ÉÓ Á ËÅÙ ÆÉÒÓÔ ÓÔÅÐ ÉÎ ÔÈÅ ÒÁÔÅ ÓÔÕÄÙ ÐÒÏÃÅÓÓȢ 4ÈÅ ÒÅÖÉÅ× 

involves an analysis of annual operating revenues under the status quo, operation and maintenance 

(O&M) expenses, transfers between funds, and reserve requirements. This section of the report 

provides a discussion of the projected revenues, O&M expenses, other reserve funding and revenue 

adjustments estimated as required to ensure the fiscal sustainability and solvency of the Water 

Utility.  

 

5.2.1 Revenues from Current Rates 

The current rates, last updated on April  1, 2015, were originally developed in the 2012 Rate Study. 

The DistrictȭÓ ×ÁÔÅÒ ÓÅÒÖÉÃÅ ÃÈÁÒÇÅÓ ÈÁÖÅ Ô×Ï ÃÏÍÐÏÎÅÎÔÓ ɀ a fixed component (monthly base service 

charge) and a volumetric component (water use sales). The monthly base charge increases with 

meter size as larger meter sizes generally consume more water on average, and tend to have higher 

rates of peaking; therefore, the costs to provide service to these customers is higher. A typical single 

ÆÁÍÉÌÙ ÈÏÍÅ ×ÉÔÈ Á υȾψȱ ÏÒ σȾτȱ ÍÅÔÅÒ ÈÁÓ Á ÍÏÎÔÈÌÙ ÂÁÓÅ charge of $14.01. The District has a 

different monthly base charge for MFR customers. Accounts with service designated as multi-family 

residential are charged per dwelling unit, irrespective of the size of meter serving the property. 

Current base service charges are shown in Table 5-3. 

 

Table 5-3: Base Service Charge Rates  

Meter Size FY 2016 
υȾψȱ ȿ σȾτȱ $14.01 
ρȱ $21.32 
1-ρȾςȱ $39.58 
ςȱ $61.50 
σȱ $130.87 
τȱ $233.13 
φȱ $471.48 
ψȱ $761.41 
MFR $10.51 

 

The volumetric component of Á ÃÕÓÔÏÍÅÒȭÓ water charge is the number of units consumed (measured 

in ÏÎÅ ÔÈÏÕÓÁÎÄ ÇÁÌÌÏÎ ÉÎÃÒÅÍÅÎÔÓȟ ÏÒ ȰËÇÁÌȱ) multiplied by rates that vary by customer class and tier. 

The current tier widths are shown in Table 5-4 below. 
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Table 5-4: Current Commodity Tier Widths  

Class/Tier  Tier Definition (kgal)  
Single Family Residential   
Tier 1 0-8 
Tier 2 8-12 
Tier 3 12-20 
Tier 4 >20 
MFR  
Tier 1 0-4 
Tier 2 4-6 
Tier 3 6-11 
Tier 4 >11 
Irrigation (MAWA) 9  
Tier 1 Within Budget 
Tier 2 100%-200% of Budget 
Tier 3 >200% of Budget 

 

Existing commodity rates are below in Table 5-5. The rates in Table 5-5 multiplied by the amount of 

use in each respective tier from Table 5-4 ÄÅÔÅÒÍÉÎÅÓ ÔÈÅ ×ÁÔÅÒ ÕÓÅ ÃÏÍÐÏÎÅÎÔ ÏÆ Á ÃÕÓÔÏÍÅÒȭÓ ÂÉÌÌȢ   

 

Table 5-5: Current Commodity Charges  

Class/Tier  FY 2016 
Single Family Residential  ($/kgal)  
Tier 1 $1.49 
Tier 2 $2.48 
Tier 3 $4.38 
Tier 4 $8.13 
MFR  
Tier 1 $1.52 
Tier 2 $2.54 
Tier 3 $4.47 
Tier 4 $8.30 
Irrigation (MAWA)   
Tier 1 $3.43 
Tier 2 $4.38 
Tier 3 $8.13 
Commercial  $3.01  
Recycled $1.75 

 

Table 5-6 shows actual and projected water accounts by meter size. Recall, MFR counts represent the 

total number of dwelling units. Projected accounts use the account growth factor from Table 2-2. 

 

 

 

 

 

 

                                                             
9 MAWA stands for Maximum Allowable Water Allocation 
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Table 5-6: Accounts by Meter Size  

Meter Size FY 2016 FY 2017 FY 2018 FY 2019 FY 2020  FY 2021 
5/8"  | 3/4"   1,847  1,851  1,856  1,860  1,879  1,898  
1"  411 412 413 414 418 422 
1-1/2"  62 62 62 63 63 64 
2"  61 61 61 62 62 63 
3"  11 11 11 11 11 11 
4"  5 5 5 5 5 5 
6"  4 4 4 4 4 4 
8"  0 0 0 0 0 0 
MFR10 6,858 6,875 6,892 6,910 6,979 7,049 
Total 
Billable  

9,259 9,282 9,305 9,329 9,422 9,516 

 

Table 5-7 shows the water base charge revenue generated by each meter size, and MFR accounts, 

with existing (current) water rates. Revenue is calculated by multiplying the counts in each year 

(Table 5-6) by the respective rates from Table 5-3. Note, revenues for FY 2016 and beyond use FY 

2016 rates from Table 5-3. 

 

Table 5-7: Water Base Charge Revenues  

Meter Size FY 2016 FY 2017 FY 2018  FY 2019 FY 2020 FY 2021 
5/8"  | 3/4"  $307,626  $311,227  $312,005  $312,785  $315,913  $319,072  
1"  $104,269 $105,420 $105,683 $105,947 $107,007 $108,077 
1-1/2"  $29,275 $29,595 $29,669 $29,743 $30,041 $30,341 
2"  $44,762 $45,243 $45,356 $45,470 $45,925 $46,384 
3"  $17,182 $17,361 $17,405 $17,448 $17,623 $17,799 
4"  $13,913 $14,058 $14,093 $14,128 $14,269 $14,412 
6"  $20,266 $22,744 $22,801 $22,858 $23,087 $23,318 
8"  $0 $0 $0 $0 $0 $0 
MFR $856,920 $867,106 $869,274 $871,447 $880,162 $888,963 
Total 
Revenue  

$1,394,213  $1,412,755  $1,416,287  $1,419,828  $1,434,026  $1,448,366  

 

Water sales revenue is expected to continue to decline in FY 2016 as a result of the ongoing drought. 

Due to current drought conditions, California Governor Brown issued executive order B-29-15 on 

April 1 2015, which mandates a 25 percent reduction in urban water use statewide. The State Water 

Resources Control Board (SWRCB) determined that Mammoth Community Water District must 

reduce water consumption by 20 percent relative to CY 2013 levels.  

 

Water usage is anticipated to rebound slightly in FY 2017 and again in FY 2018 to recover to CY 2013 

levels of consumption. These usage projections through FY 2021 are shown in Table 5-8. Drought 

level assumptions for each fiscal year are included for reference.  

 

 

 

 

                                                             
10 Per EDU Fixed Charge 
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Table 5-8: Projected Water Usage by Class and Tier  

Class/Tier  FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 
Drought 

Level 
Level 3 Level 2 Level 1 

Non 
Drought  

Non 
Drought  

Non 
Drought  

SFR 112,388  128,443  144,499  160,554  160,554  160,554  
Tier 1 58,502 66,859 75,217 83,574 83,574 83,574 
Tier 2 11,576 13,230 14,883 16,537 16,537 16,537 
Tier 3 14,944 17,079 19,214 21,349 21,349 21,349 
Tier 4 27,366 31,275 35,185 39,094 39,094 39,094 
MFR 206,693  236,220  265,748  295,275  295,275  295,275  
Tier 1 154,812 176,928 199,044 221,160 221,160 221,160 
Tier 2 22,271 25,453 28,634 31,816 31,816 31,816 
Tier 3 20,502 23,431 26,360 29,289 29,289 29,289 
Tier 4 9,107 10,408 11,709 13,010 13,010 13,010 
Irrigation  62,776  71,744  80,712  89,680  89,680  89,680  
Tier 1 37,821 43,224 48,626 54,029 54,029 54,029 
Tier 2 15,781 18,036 20,290 22,545 22,545 22,545 
Tier 3 9,174 10,485 11,795 13,106 13,106 13,106 
Commercial  83,154  95,033  106,912  118,791  118,791  118,791  
Recycled 93,692  92,047  91,355  90,667  90,658  90,649  
Total 
(Potable)  

465,011  531,441  597,871  664,301  664,301  664,301  

 

Table 5-9 shows the water sales revenue generated by each class (bolded rows) and each tier, or sub-

class, with existing (current) water rates. Revenue is calculated by multiplying the usage in each year 

(Table 5-8) by the respective rates from Table 5-5. Note, revenues for FY 2016 and beyond use FY 

2016 rates from Table 5-5 to project sales revenue with current rates. 

 

Table 5-9: Projected Water Sales Revenues  

Class/Tier  FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 
SFR $397,860  $461,505  $519,193  $576,881  $576,881  $576,881  
Tier 1 $85,851 $99,620 $112,073 $124,525 $124,525 $124,525 
Tier 2 $28,361 $32,810 $36,911 $41,012 $41,012 $41,012 
Tier 3 $64,447 $74,806 $84,157 $93,508 $93,508 $93,508 
Tier 4 $219,201 $254,269 $286,052 $317,836 $317,836 $317,836 
MFR $443,115  $513,993  $578,242  $642,491  $642,491  $642,491  
Tier 1 $227,187 $263,623 $296,576 $329,529 $329,529 $329,529 
Tier 2 $54,564 $63,122 $71,013 $78,903 $78,903 $78,903 
Tier 3 $88,416 $102,628 $115,456 $128,285 $128,285 $128,285 
Tier 4 $72,949 $84,619 $95,196 $105,774 $105,774 $105,774 
Irrigation  $269,282  $312,496  $351,558  $390,620  $390,620  $390,620  
Tier 1 $127,739 $148,257 $166,789 $185,321 $185,321 $185,321 
Tier 2 $68,058 $78,997 $88,872 $98,747 $98,747 $98,747 
Tier 3 $73,486 $85,242 $95,897 $106,552 $106,552 $106,552 
Commercial  $246,551  $286,050  $321,806  $357,562  $357,562  $357,562  
Recycled $161,852  $161,083  $159,871  $158,668  $158,652  $158,636  
Total 
Revenue 

$1,518,662  $1,735,126  $1,930,669  $2,126,222  $2,126,206  $2,126,190  

 

The above rates, meter counts, and sales figures result in the following projected rate revenues. The 

estimated rate revenues in FY 2016 are $2,912,875. This amount becomes our revenue requirement 
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for the cost of service analysis in Section 6. The enterpriseȭÓ ÐÒÏÊÅcted rate revenues for the Study 

period are shown in Table 5-10 below. 

 

Table 5-10: Projected Water Operating Revenues  

 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 
Base Charge Revenue $1,394,213 $1,412,755 $1,416,287 $1,419,828 $1,434,026 $1,448,366 
Water Use Revenue $1,518,662 $1,735,126 $1,930,669 $2,126,222 $2,126,206 $2,126,190 
Total Revenues $2,912,875  $3,147,881  $3,346,956  $3,546,049  $3,560,232  $3,574,556  

 

The utility also derives some non-operating revenues as well. These are summarized in the table 

below and are estimated to be comprised solely of interest income on District reserves. 

 

Table 5-11: Projected Water Other Operating and Non-Operating Revenues  

 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 
Permits $0 $0 $0 $0 $0 $0 
Other Revenue $0 $0 $0 $0 $0 $0 
Interest Income $58,416  $28,015 $29,478 $31,178 $32,535 $44,719 
Total Revenues $58,416  $28,015  $29,478  $31,178  $32,535  $44,719  

 

 

5.2.2 Operations and Maintenance Expenses 

Total Projected O&M expenses are shown in Table 5-12. These expenses are summarized by 

department. Table 5-12 shows expenses for the water operating fund (Fund 20), as well as, expenses 

for the capital repair and replacement fund (Fund 22). Both fund expenses are inclusive of 

administrative expenses allocated in Section 4.1. 
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Table 5-12: Projected Water O&M Expenses, Fund 20  

Department  
Budgeted 
FY 2016 

Projected 
FY 2017 

Projected 
FY 2018 

Projected 
FY 2019 

Projected 
FY 2020 

Projected 
FY 2021 

Administration  $402,328  $418,462  $435,336  $452,988  $471,551  $490,985  
Finance $193,333  $200,073  $207,089  $214,397  $222,014  $229,953  
Information  $194,069  $203,297  $213,071  $223,429  $234,411  $246,061  
Lab $45,002  $47,217  $49,568  $52,064  $54,715  $57,534  
Operation 
Administration  

$190,870  $199,555  $208,734  $218,439  $228,767  $239,701  

Human 
Resources and 
Safety 

$122,611  $126,591  $130,713  $134,984  $139,422  $144,023  

Maintenance 
Management  

$269,765  $277,858  $286,194  $294,779  $303,623  $312,732  

Engineering 
Water  

$149,527  $154,834  $160,366  $166,134  $172,161  $178,450  

Water 
Treatment -
Ground Water  

$549,195  $605,550  $664,835  $727,179  $750,304  $774,220  

Water 
Treatment -
Surface 

$121,005  $130,059  $139,560  $149,527  $154,392  $159,431  

Line 
Maintenance -
Water  

$475,353  $490,846  $506,891  $523,511  $540,949  $559,031  

Mechanical 
Maintenance - 
Water  

$393,372 $406,420 $419,949 $433,978 $448,801 $464,195 

Total O&M  
(Fund 20)  

$3,106,431  $3,260,764  $3,422,306  $3,591,408  $3,721,108  $3,856,315  

 

Table 5-12 (Continued): Projected Water O&M Expenses , Fund 22 

Department  
Budgeted 
FY 2016 

Projected 
FY 2017 

Projected 
FY 2018 

Projected 
FY 2019 

Projected 
FY 2020 

Projected 
FY 2021 

Allocated from 
Fund 10 

$1,010,157 $1,040,462 $1,071,676 $1,103,826 $1,136,941 $1,171,049 

Outside 
Services 

$637,850 $656,986 $676,695 $696,996 $717,906 $739,443 

Total O&M 
(Fund 22)  

$1,648,007  $1,697,447  $1,748,371  $1,800,822  $1,854,846  $1,910,492  

 

 

5.2.3 Projected Capital improvement Projects 

The District  has programmed approximately $6.9 million in capital expenditures during the Study 

period (FY 2017-2021) for the water enterprise, as shown in Table 5-13. The CIP costs for future 

years is determined by using the budgeted costs and inflating the value by the capital cost inflation 

factor shown in Table 5-1. A significant portion of the DistrictȭÓ ÐÒÏÊÅÃÔÅÄ ÃÁÐÉÔÁÌ ÅØÐÅÎÄÉÔÕÒÅÓ ÁÒÅ ÆÏÒ 

water line replacements, reservoir improvements, and Lake Mary Water Treatment Plant (WTP) 

filter improvements. The District anticipates funding all capital improvements with property tax 

revenue.  
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Table 5-13: Capital Improvement Plan  

 
 

 

5.2.4 Current Debt Service 

The District  has three outstanding long-term debt obligations: 1. FHA Drought Relief Note A; 2. FHA 

Drought Relief Note B; and 3. a note from Wells Fargo. The Wells Fargo note will be retired in the 

current fiscal year, and the FHA notes will be retired in FY 2017 and FY 2018. The debt service 

payments for these three obligations are summarized in Table 5-14.  

 

Table 5-14: Existing Debt Summary  

 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 
Existing Debt Service        
Principal $690,324 $138,600 $32,000 $0 $0 $0 
Interest $32,202 $8,530 $1,600 $0 $0 $0 
Total Existing Debt Service  $722,526  $147,130  $33,600  $0 $0 $0 

 

 

 STATUS QUO FINANCIAL PLAN (NO REVENUE ADJUSTMENTS),  
LEVEL 3 DROUGHT 

The assumptions shown in Table 5-1 are incorporated into the five-year Financial Plan.  To develop 

the Financial Plan, RFC forecasts annual expenses and revenues, models reserve balances and 

transfers between funds, and incorporates capital expenditures and calculated debt service coverage 

ratios to estimate the amount of additional rate revenue required per year.  

5-Year CIP Schedule FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021

Budgeted Projected Projected Projected Projected Projected

(Fund 22) Water Repair and Replacement

LMWTP Corrosion Control $24,000 $0 $0 $0 $0 $0

GWTP#1 Treatment Improvements $25,000 $0 $0 $0 $0 $0

GWTP#2 Treatment Improvements $25,000 $0 $0 $0 $0 $0

LMWTP Filter Improvements $85,000 $382,500 $382,500 $0 $0 $0

LM Inflow And Outflow Stations Impr $30,000 $0 $0 $0 $0 $0

Pressure Zone Metering $50,000 $50,000 $50,000 $50,000 $0 $0

Urban Water Mgmt Plan $50,000 $0 $0 $0 $0 $0

CIMIS Station $0 $36,000 $0 $0 $0 $0

Well Improvements/Rehabilitation Program $129,623 $134,160 $138,856 $143,716 $0 $0

Water Line Replacement $825,000 $840,000 $855,000 $440,000 $450,000 $400,000

Tank 3 Rehabilitation/Improvements $0 $600,000 $0 $0 $0 $0

SCADA/PLC Telemetry Upgrade $6,000 $6,210 $6,427 $6,652 $0 $0

Mammoth Creek EIR $12,000 $12,000 $15,000 $0 $0 $0

MES Meter Relocation $60,000 $0 $0 $0 $0 $0

Backflow Survey For TOML $50,000 $0 $0 $0 $0 $0

Surge Tanks $20,000 $0 $0 $0 $0 $0

Water Rate Study $25,000 $0 $0 $0 $0 $0

Capital Asset Replacement $140,000 $110,000 $110,000 $110,000 $110,000 $110,000

Groundwater Mgmt Plan(HydroDav) $15,000 $0 $50,000 $0 $0 $0

GWTP#1, #2 backup backwash pumps $100,000 $0 $0 $0 $0 $0

Equipment Bldg Replacement/Upgrades $7,500 $0 $0 $0 $0 $0

Computer Replace/Upgrade $20,000 $20,000 $20,000 $20,000 $20,000 $20,000

Vehicle Replacement $45,000 $115,000 $87,000 $90,000 $185,000 $85,000

Recycled water project at SnowCreek $60,000 $0 $0 $0 $0 $0

Equipment Storage Building At MCWD Yard $325,000 $0 $0 $0 $0 $0

TOTAL CAPITAL PROJECTS (Fund 22) $2,129,123 $2,305,870 $1,714,783 $860,368 $765,000 $615,000
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Table 5-15 displays the Proforma of the DistrictȭÓ water enterprise under current rates over the Study 

period. The Proforma incorporates revenues and expenses from the Water Operating Fund (fund 20) 

and Water Replacement Fund (Fund 22) to show the overall position of the Enterprise. All projections 

shown in the table are based upon the DistrictȭÓ ÃÕÒÒÅÎÔ ÒÁÔÅ ÓÔÒÕÃÔÕÒÅ ÁÎÄ ÄÏ ÎÏÔ ÉÎÃÌÕÄÅ ÒÁÔÅ 

adjustments.  The pro-forma incorporates the water enterprise data shown in the preceding tables.  

 

5ÎÄÅÒ ÔÈÅ ȰÓÔÁÔÕÓ-ÑÕÏȱ ÓÃÅÎÁÒÉÏȟ ÒÅÖÅÎÕÅÓ ÇÅÎÅÒÁÔÅÄ ÆÒÏÍ ÒÁÔÅÓ ÁÎÄ ÏÔÈÅÒ ÍÉÓÃÅÌÌÁÎÅÏÕÓ ÒÅÖÅÎÕÅs 

are inadequate to achieve reserve targets over the Study period. While the enterpriseȭÓ ÏÐÅÒÁÔÉÎÇ 

revenue does cover operating expenses, it is not enough to fund reserves.  

 

Table 5-15: Status Quo Proforma  

 
 

Water Enterprise (Fund 20 & Fund 22) FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021

Drought Level Stage 3 Stage 2 Stage 1 Non Drought Non Drought Non Drought

REVENUES

Revenue from Existing Rates $2,912,875 $3,147,881 $3,346,956 $3,546,049 $3,560,232 $3,574,556

Total Revenue Adjustments $0 $0 $0 $0 $0 $0

Drought Surcharges $0 $0 $0 $0 $0 $0

Other Operating Revenues $0 $0 $0 $0 $0 $0

Non-Operating Revenues (Interest Income) $70,396 $63,103 $60,936 $70,734 $87,209 $138,185

Taxes and Assessments $3,795,126 $3,807,542 $3,845,617 $3,884,074 $3,922,914 $3,981,758

Allocation of Property Tax to Operating $316,261 $0 $0 $0 $0 $0

Out of District Replacement $8,262 $8,427 $8,596 $8,768 $8,943 $8,943

Transfer from Rate Stabilization $0 $0 $0 $0 $0 $0

TOTAL OPERATING REVENUE$7,102,920 $7,026,954 $7,262,105 $7,509,624 $7,579,298 $7,703,442

OPERATING EXPENSES$3,106,431 $3,260,764 $3,422,306 $3,591,408 $3,721,108 $3,856,315

Maintenance Management $0 $0 $0 $0 $0 $0

Transfers to Rate Stabilization $0 $0 $0 $0 $0 $0

Expenses (Allocated from Fund 10) $1,010,157 $1,040,462 $1,071,676 $1,103,826 $1,136,941 $1,171,049

Outside Services $637,850 $656,986 $676,695 $696,996 $717,906 $739,443

TOTAL EXPENSES $4,754,438 $4,958,211 $5,170,676 $5,392,230 $5,575,955 $5,766,807

REVENUES LESS OPERATING 

EXPENSES $2,348,482 $2,068,743 $2,091,429 $2,117,394 $2,003,343 $1,936,635

REPLACEMENT CAPITAL PROJECTS$2,129,123 $2,398,105 $1,872,543 $986,498 $921,006 $777,438

PAYGO $2,129,123 $2,398,105 $1,872,543 $986,498 $921,006 $777,438

Debt Funded $0 $0 $0 $0 $0 $0

DEBT ISSUES $0 $0 $0 $0 $0 $0

Issuance Costs $0 $0 $0 $0 $0 $0

Debt Proceeds $0 $0 $0 $0 $0 $0

DEBT SERVICE $722,526 $147,130 $33,600 $0 $0 $0

Current Debt Service $722,526 $147,130 $33,600 $0 $0 $0

Proposed Debt Service $0 $0 $0 $0 $0 $0

TRANSFERS TO OTHER FUNDS $0 $0 $0 $0 $0 $0

Transfers to Operating from Rate Stabilization $0 $0 $0 $0 $0 $0

NET CASH CHANGE ($503,168) ($476,492) $185,285 $1,130,896 $1,082,337 $1,159,197

BEGINNING BALANCE $4,979,861 $4,476,693 $4,000,201 $4,185,486 $5,316,382 $6,398,719

ENDING BALANCE $4,476,693 $4,000,201 $4,185,486 $5,316,382 $6,398,719 $7,557,916

TARGET BALANCE $7,323,372 $7,433,008 $7,543,110 $7,656,994 $7,721,842 $7,789,443
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 PROPOSED WATER FINANCIAL PLAN  
RFC proposes that the District adopt 2 percent rate increases in FY 2017 through FY 2021. Note that 

the proposed FY 2017 (effective April 1, 2016) will supplant the adopted 1 percent increase in water 

base rates and 2 percent increase in use (commodity) rates from the 2012 study.  All increases are 

proposed for the beginning of each fiscal year (April 1). 

 

Revenue adjustments represent the average increase in rates for the Enterprise as a whole. Actual 

percent increases (or decreases) in rates are dependent upon the cost of service analysis and are 

unique to each customer class and meter size.   

 

2&#ȭÓ proposed revenue adjustments help ensure adequate revenue to fund operating expenses, 

achieve reserve policy targets, and comply with existing debt covenants.   

 

Table 5-16 shows the Financial Plan selected by District Board. Although Table 5-16 shows 

anticipated revenue adjustments for FYs 2017 through 2021, the District  will review and confirm the 

required revenue adjustments on an annual basis.  The rates presented in Section 7 are based on the 

proposed Financial Plan below.   

 

Table 5-16: Proposed Revenue Adjustments  

Revenue Adjustments  
CIP11 FY 

2017 -2021  
FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 ($ millions)  

2% 2% 2% 2% 2% $6.9 

 

 

Table 5-17 shows the proforma for the Water Enterprise (Funds 20 and 22) with additional revenues 

from the revenue adjustments in the proposed financial plan. These revenue adjustments allow the 

enterprise to fund all operating expenses and achieve reserve targets during the Study Period. 

                                                             
11 Excludes expansion funded CIP 
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Table 5-17: Proposed Financial Plan Pro forma  

 
 

 

Figure 5-1 through Figure 5-4 display the FY 2017 through FY 2021 proposed Financial Plan in 

graphical format.  

 

Figure 5-1 shows the proposed revenue adjustments as blue bars, as well as the calculated and 

minimum debt coverage requirements shown as green and red lines, respectively.  

 

 

Water Enterprise (Fund 20 & Fund 22) FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021

Drought Level Stage 3 Stage 2 Stage 1 Non Drought Non Drought Non Drought

REVENUES

Revenue from Existing Rates $2,912,875 $3,147,881 $3,346,956 $3,546,049 $3,560,232 $3,574,556

Total Revenue Adjustments $0 $62,958 $135,217 $217,047 $293,478 $372,043

Drought Surcharges $121,851 $324,936 $162,468 $0 $0 $0

Other Operating Revenues $0 $0 $0 $0 $0 $0

Non-Operating Revenues (Interest Income) $71,310 $67,854 $70,899 $84,707 $105,221 $169,216

Taxes and Assessments $3,795,126 $3,807,542 $3,845,617 $3,884,074 $3,922,914 $3,981,758

Allocation of Property Tax to Operating $316,261 $0 $0 $0 $0 $0

Out of District Replacement $8,262 $8,427 $8,596 $8,768 $8,943 $8,943

Transfer from Rate Stabilization $0 $0 $0 $0 $0 $0

TOTAL OPERATING REVENUE$7,225,685 $7,419,597 $7,569,753 $7,740,644 $7,890,788 $8,106,516

OPERATING EXPENSES$3,106,431 $3,260,764 $3,422,306 $3,591,408 $3,721,108 $3,856,315

Maintenance Management $0 $0 $0 $0 $0 $0

Transfers to Rate Stabilization $0 $0 $0 $0 $0 $0

Expenses (Allocated from Fund 10) $1,010,157 $1,040,462 $1,071,676 $1,103,826 $1,136,941 $1,171,049

Outside Services $637,850 $656,986 $676,695 $696,996 $717,906 $739,443

TOTAL EXPENSES $4,754,438 $4,958,211 $5,170,676 $5,392,230 $5,575,955 $5,766,807

REVENUES LESS OPERATING 

EXPENSES $2,471,247 $2,461,387 $2,399,077 $2,348,414 $2,314,833 $2,339,709

REPLACEMENT CAPITAL PROJECTS$2,129,123 $2,398,105 $1,872,543 $986,498 $921,006 $777,438

PAYGO $2,129,123 $2,398,105 $1,872,543 $986,498 $921,006 $777,438

Debt Funded $0 $0 $0 $0 $0 $0

DEBT ISSUES $0 $0 $0 $0 $0 $0

Issuance Costs $0 $0 $0 $0 $0 $0

Debt Proceeds $0 $0 $0 $0 $0 $0

DEBT SERVICE $722,526 $147,130 $33,600 $0 $0 $0

Current Debt Service $722,526 $147,130 $33,600 $0 $0 $0

Proposed Debt Service $0 $0 $0 $0 $0 $0

TRANSFERS TO OTHER FUNDS $0 $0 $0 $0 $0 $0

Transfers to Operating from Rate Stabilization $0 $0 $0 $0 $0 $0

NET CASH CHANGE ($380,403) ($83,848) $492,934 $1,361,916 $1,393,827 $1,562,271

BEGINNING BALANCE $4,979,861 $4,599,458 $4,515,609 $5,008,543 $6,370,460 $7,764,286

ENDING BALANCE $4,599,458 $4,515,609 $5,008,543 $6,370,460 $7,764,286 $9,326,558

TARGET BALANCE $7,323,372 $7,438,213 $7,548,902 $7,663,373 $7,728,221 $7,795,822
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Figure 5-1: Proposed Revenue Adjustments  

 
 

Figure 5-2 graphically illustrates the Operating Financial Plan. It compares existing and proposed 

revenues with projected expenses.  The expenses represent O&M expenses (dark blue stacked bars) 

and reserve funding (shown by red stacked bars). Total revenues at existing and proposed rates are 

shown by the horizontal black and blue lines, respectively. Current revenue from existing rates, in 

black, does not meet future total expenses (inclusive of reserve funding) and shows the need for 

revenue adjustments. 

 

Figure 5-2: Proposed Operating Financial Plan  

 
 

Figure 5-3 sho×Ó ÔÈÅ 7ÁÔÅÒ %ÎÔÅÒÐÒÉÓÅȭÓ ÅÎÄÉÎÇ ÂÁÌÁÎÃÅ ÂÙ ÆÉÓÃÁÌ ÙÅÁÒȢ 4ÈÅ ÒÅÄ ÂÁÒÓ ÉÎÄÉÃÁÔÅ ÔÈÅ 

ending balance, while the green line indicates the target balance. The red dots indicate when the 

enterpriseȭÓ ÅÎÄÉÎÇ ÂÁÌÁÎÃÅ ÉÓ ÂÅÌÏ× ÔÈÅ ÔÁÒÇÅÔ ÂÁÌÁÎÃÅ ÁÎÄ ÉÔÓ corresponding value. 
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Figure 5-3: Proposed Enterprise Ending Fund Balance  

 
 

Figure 5-4 ÓÈÏ×Ó ÔÈÅ 7ÁÔÅÒ %ÎÔÅÒÐÒÉÓÅȭÓ ÐÒojected annual CIP spending and the source of the funding. 

Blue bars indicate property tax funded capital and the blue line represents the annual debt service 

amount (paid by the Water Replacement Fund 22). The gold dots indicate the total value of CIP in a 

given year.  

Figure 5-4: Proposed Capital Replacement Funding  
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6. WATER COST OF SERVICE ANALYSIS 
 

The principles and methodology of a cost of service analysis were described in Section 1.3.  A cost of 

ÓÅÒÖÉÃÅ ÁÎÁÌÙÓÉÓ ÄÉÓÔÒÉÂÕÔÅÓ Á ÕÔÉÌÉÔÙȭÓ ÒÅÖÅÎÕÅ ÒÅÑÕÉÒÅÍÅÎÔÓ ɉÃÏÓÔÓɊ ÔÏ ÅÁÃÈ ÃÕÓÔÏÍÅÒ ÃÌÁÓÓȢ  !ÆÔÅÒ 

ÄÅÔÅÒÍÉÎÉÎÇ Á ÕÔÉÌÉÔÙȭÓ ÒÅÖÅÎÕÅ ÒÅÑÕÉÒÅÍÅÎÔȟ Ôhe next step in a cost of service analysis is to 

functionalize its O&M costs. The functions  include but are not limited to:  

1. Water supply 

2. Treatment 

3. Transmission 

4. Distribution  and storage 

5. Meter service 

6. Customer billing and collection 

7. General and administrative costs 

 

The functionalization of costs allows us to better allocate the functionalized costs to the cost 

causation components  (plainly, cost components).  The cost components include, but are not 

limited to :  

1. Base (average) costs 

2. Peaking costs (maximum day and maximum hour) 

3. Meter service 

4. Billing and customer service 

5. Fire protection 

6. Conservation 

7. General and administrative costs 

 

Peaking costs are further divided into maximum day and maximum hour demand.  The maximum 

day demand is the maximum amount of water used in a single day in a year.  The maximum hour 

demand is the maximum usage in an hour on the maximum usage day. Different facilities, such as 

distribution and storage facilities, and the O&M costs associated with those facilities, are designed to 

meet the peaking demands of customers.   Therefore, extra capacity12 costs include the O&M and 

capital costs associated with meeting peak customer demand. This method is consistent with the 

AWWA M1 Manual, and is widely used in the water industry to perform cost of service analyses.  

 

 FUNCTIONALIZATION OF O&M EXPENSES 
Table 6-1 ÓÈÏ×Ó ÔÈÅ ÆÕÎÃÔÉÏÎÁÌÉÚÁÔÉÏÎ ÏÆ ÔÈÅ $ÉÓÔÒÉÃÔȭÓ /Ǫ- ÅØÐÅÎÓÅÓ ÆÏÒ ÔÈÅ test year (FY 2016).  

Functionalizing O&M expenses allows RFC to follow the principles of rate setting theory in which the 

ÅÎÄ ÇÏÁÌ ÉÓ ÔÏ ÁÌÌÏÃÁÔÅ ÔÈÅ $ÉÓÔÒÉÃÔȭÓ /Ǫ- ÅØÐÅÎÓÅÓ ÔÏ ÃÏÓÔ ÃÁÕÓÁÔÉÏÎ ÃÏÍÐÏÎÅÎÔÓȢ  4ÈÉÓ ÉÓ ÆÕÒÔÈÅÒ 

explained in Section 6.2.  We note that the functionalized expenses shown in Table 5-2 match with 

the FY 2016 Fund 20 O&M expenses shown in Table 5-12.  

 

 

 

                                                             
12 The terms extra capacity, peaking and capacity costs are used interchangeably. 
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Table 6-1: Functionalization of O&M Expenses  

Function  O&M Expenses by Function ($)  O&M Expenses by Function (%)  

Base $674,529 22% 
Max Day $312,098 10% 
Max Hour $190,942 6% 
Recycled Water $68,781 2% 
Fire Protection $93,732 3% 
Meters $393,372 13% 
Customer $215,576 7% 
Conservation $126,136 4% 
General $1,031,264 33% 
Total  $3,106,431  100% 

 

 

 ALLOCATION OF FUNCTIONALIZED EXPENSES TO COST COMPONENTS 
After functionalizing expenses, the next step is to allocate the functionalized expenses to cost 

components.  To do so we must identify system wide peaking factors which are shown in column 2 

of Table 6-2.  The system-wide peaking factors are used to derive the cost component allocation bases 

(i.e., percentages) shown in columns 3 through 5 of Table 6-2.  Functionalized expenses are then 

allocated to the cost components using these allocation bases.  To understand the interpretation of 

the percentages shown in columns 3 through 5 we must first establish the base use as the average 

daily demand during the year.   

 

As an example, the functionalized expenses that are allocated to the cost components using the 

maximum day basis (line 2) attributes 60 percent (1.00/1.66) of the demand (and therefore costs) 

to base (average daily demand) use and the remaining 40 percent (0.66/1.66)  to maximum day 

(peaking) use.   Expenses allocated using the maximum hour basis assumes 36 percent (1.00/2.76) 

of costs are due to base, 24 percent (0.66/2.76) allocated to max day, and the remaining proportion 

(100%-36%-40%, or, 1.10/2.76)  of costs allocated to the maximum hour cost component.  These 

allocation bases are used to assign the functionalized costs to the cost components. 

 

Table 6-2: System-Wide Peaking Factors and Allocation  to Cost Components 

 System Wide 
Factors 

Base Max Day Max Hour  Total  

Base 1.00 100%   100%  
Max Day 1.66 60% 40%  100%  
Max Hour  2.76 36% 24% 40% 100%  
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Table 6-3: Allocation of Functionalized O&M  and Capital Expenses to Cost Causation Components 

Function  Base 
Max 
Day 

Max Hour  
Recycled 

Water  
Fire 

Protection  
Meters  Customer  

Conser- 
vation  

General Total  

Reservoir  46% 31%  8.1% 15%     100% 

Pumping  92%   8.1%      100% 

Transmission  55% 37%  8.1%      100% 

Treatment  60% 40%        100% 

Distribution  28% 18% 31% 8.1% 15%     100% 

Meters       100%    100% 

Hydrants      100%     100% 
Customer        100%   100% 

Customer+  
Meter  

     60% 40%   100% 

Customer+  
General  

      20%  80% 100% 

Recycled Water     100%      100% 

Conservation         100%  100% 

Conservation+  
General 

      48% 5% 48% 100% 

General         100% 100% 
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 REVENUE REQUIREMENT ï TO BE RECOVERED FROM RATES 
 

Table 6-4 shows the revenue requirement derivation with the total revenue required from rates 

shown in the last line ($2,912,875).  The total shown in column 2 is the total O&M and capital revenue 

requirements that are allocated to the cost components.  

 

RFC calculated the revenue requirement using Fiscal Year 2016 expenses.  O&M expenses include 

costs directly related to the supply, treatment, and distribution of water as well as routine 

maintenance of system facilities.  To arrive at the rate revenue requirement we subtract revenue 

offsets and adjustments for annual cash balances (which fund reserves), any fund transfers, and 

water shortage surcharge revenue. The result is the total revenue required from rates.  This is the 

amount that the water base charge and commodity rates are designed to collect. 

 

Table 6-4: Revenue Required from Rates  

Revenue Requirements  Operating  Total  
Sub-total Revenue Requirements  $3,106,431  $3,106,431  
   
Less Revenue Offsets   
Allocation of Property Tax to Operating $316,261 $316,261 
Non-Operating Revenues (Interest Income) $58,416 $58,416 
Total Revenue Offsets $374,677  $374,677  
   
Less  Adjustments    
Cash Balance ($302,972) ($302,972) 
Water Shortage Surcharges $121,851 $121,851 
Total Adjustments  ($181,121)  ($181,121)  
   
COS to be Recovered from Water Rates $2,912,875  $2,912,875  

 

 

 UNIT COST COMPONENT DERIVATION 
Our end goal is to proportionately distribute the cost components to each user class.  To do so we 

must calculate the cost component unit costs, which starts by assessing the total units demanded by 

each class for each cost component. Projected usage (base units of service) for the test year is shown 

in Table 6-5.    

 

Table 6-5: Projected Usage in FY 2016 

Class/Tier  FY 2016  
SFR 112,388 
MFR 206,693 
Irrigation  62,776 
Commercial 83,154 
Recycled 93,692 
Total (Potable)  465,011  

 

 

Second, the class peaking factors establish the maximum day and maximum hour requirements for 

each class and are the basis for the peaking unit rate differentials discussed in Table 7-13 of Section 
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7. Maximum month values are calculated within the FY 2015 usage analysis. Max day and max hour 

factors are determined by multiplying the max month factors in Table 6-6 by the max day factor in 

Table 6-2 to calculate the max day factor in Table 6-6. The max hour factor is calculated similarly.        

 

Table 6-6: Customer Class Peaking Factors 

Customer 
Peaking Factors  

Base Max Day Max Hour  Max Month  

SFR 1.00 3.12 5.18 1.88 

MFR 1.00 2.44 4.05 1.47 

Commercial 1.00 2.26 3.75 1.36 

Irrigation  1.00 6.47 10.75 3.90 

Recycled 1.00 3.50 5.81 2.11 

 

Table 6-7 Shows the calculation of cost component units for average (daily) demand, max day 

demand, and max hour demand, as well as the total equivalent meters (discussed in detail in Section 

7.3) and annual number of bills issued (also discussed in Section 7.3).  

 

Daily use is calculated as annual use divided by 365 days. For example, SFR customers are estimated 

to use 112,388 kgal annually, or 308 kgal daily. The max day demand is then calculated as the daily 

demand multiplied by the max day factor (308 X 3.12). However, we must subtract the anticipated 

daily usage (308) from the max day usage (961) to calculate the max day units of service. Max hour 

units of service are calculated similarly, and the calculation is completed for all customer classes.    

 

Table 6-7: Derivation of Cost Component Units  

Customer Class 
Annual 
Usage 
(kgal)  

Daily 
Usage 
(kgal)  

Max 
Day 

Factor  

Max 
Day 

Demand 
(kgal)  

Max 
Day  

(kgal)  

Max 
Hour 

Factor  

Max 
Hour 

Demand 
(kgal)  

Max 
Hour  
(kgal)  

Equiv .  
Meters  

No. of 
Bills  

(annual)  

SFR 112,388 308 3.12 961 653 5.18 1,595 634   
MFR 206,693 566 2.44 1,382 816 4.05 2,294 912   
Commercial  83,154 228 2.26 514 287 3.75 854 339   
Irrigation  62,776 172 6.47 1,113 941 10.75 1,848 735   
Recycled 93,692 257 3.50 899 642 5.81 1,492 593   
Meters          10,344 111,109 
Total  558,703 1,531  4,870 3,339  8,084 3,214 10,344 111,109 
Total (less 
Recycled) 

465,011  1,274  3,971 2,697  6,591 2,621   

 

Table 6-8 shows the cost component unit cost derivation.  The operating revenue requirement shown 

in the column furthest top right of Table 6-8 ($3,106,431) is allocated to the cost components using 

the resulting O&M allocation percentages Table 6-1.  Operating Reserve funding ($302,972) is 

allocated in the same manner. General costs ($1,091,392) are redistributed in proportion to the 

resulting allocation of the other cost components.  Public fire protection costs ($148,493) are 

reallocated to the meter service component.   Lastly, we allocate a portion (50 percent) of base costs 

to the meter capacity component ($534,306) to yield the adjusted cost of service. Revenue offsets are 

maintained as a cost component which is utilized as a rate component in Section 7.   
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The total adjusted cost of service is divided by the respective units of service in Table 6-7 to calculate 

the unit cost of the various cost components.  For example, the unit cost for the base component is 

determined by dividing the total base cost ($534,306) by total water use (465,011 kgal) to derive a 

base unit cost of $1.15. Max day and max hour costs are divided by the total max day and max hour 

use to determine a unit rate in kgal/day.  Annual customer costs are divided by the estimated number 

of annual monthly bills  and meter costs are divided by total meter equivalencies to determine a cost 

per equivalent meter.   The unit costs are used to distribute the cost components to the customer 

classes in Section 6.5. 
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Table 6-8: Unit Cost Calculation  

 
 

 

 DISTRIBUTION OF COST COMPONENTS TO CUSTOMER CLASSES 
The final step in a cost of service analysis is to distribute the cost components to the user classes using the unit costs derived in Table 6-8.  This 

is the ultimate goal of a cost of service analysis and yields the cost to serve each customer class. Table 6-9 shows the derivation of the cost to 

serve (i.e., cost of service for) each class.  The cost components shown in columns 2-4, 9, and 11 are collected through the commodity 

(volumetric) rates ($/kgal).  The cost components shown in columns 6-813 are collected thÒÏÕÇÈ ÔÈÅ $ÉÓÔÒÉÃÔȭÓ ÂÁÓÅ ÓÅÒÖÉÃÅ ÃÈÁÒÇÅ ÐÒÏÖÉÄÉÎÇ 

fixed revenue.  

 

To derive the cost to serve each class, the unit costs from Table 6-8 are multiplied by the units shown in Table 6-7 for each class.  For example, 

the base costs for the commercial class is calculated by multiplying the base unit cost ($1.15) by the annual commercial use (83,154 kgal) to 

arrive at a total of $95,545.  Similarly the commercial customer costs are derived by multiplying the customer unit cost ($3.07) by the number 

of commercial bills (111,109) to arrive at a total cost of $341,523.  Similar calculations for each of the remaining user classes and cost 

components yield the total cost to serve each user class shown in the furthest right column of Table 6-9.  Note that the total cost of service is 

equal to the revenue requirement in Table 6-4 as intended.  We have now calculated the cost to serve each user class and can proceed to derive 

rates to collect the cost to serve each class 

                                                             
13 Fire protection costs were previously allocated to the Meters cost component.  

Cost of Service Base Max Day Max Hour Recycled Water Fire Protection Meters Customer Conservation General Revenue Offsets Total

Operating Expenses $674,529 $312,098 $190,942 $68,781 $93,732 $393,372 $215,576 $126,136 $1,031,264 $3,106,431

Operating Reserve Funding $65,787 $30,439.06 $18,622.70 $6,708.27 $9,141.73 $38,365.76 $21,025.25 $12,302.14 $100,579.65 $302,972

Drought Surcharges ($26,459) ($12,242) ($7,490) ($2,698) ($3,677) ($15,430) ($8,456) ($4,948) ($40,452) ($121,851)

Revenue Offsets $0 $0 $0 $0 $0 $0 $0 $0 $0 ($374,677) ($374,677)

Total Cost of Service $713,857 $330,295 $202,075 $72,792 $99,197 $416,308 $228,145 $133,491 $1,091,392 ($374,677) $2,912,875

Allocation of General Cost $354,755 $164,142 $100,422 $36,174 $49,296 $206,886 $113,378 $66,339 ($1,091,392) $0

Allocated Cost of Service $1,068,612 $494,436 $302,497 $108,966 $148,493 $623,194 $341,523 $199,830 $0 ($374,677) $2,912,875

Adj. from COS Component ($534,306) $0 $0 $0 ($148,493) $682,800 $0 $0 $0 $0

Adjusted Cost of Service $534,306 $494,436 $302,497 $108,966 $0 $1,305,993 $341,523 $199,830 $0 ($374,677) $2,912,875

Unit of Measure  kgal  kgal/day  kgal/day 

 Equivalent 

Meters 

 Number of 

Bills  kgal  kgal 

Unit of Service 465,011              2,697                  2,621                  10,344                111,109              465,011                         465,011                        

Unit Cost $1.15 $183.36 $115.43 $10.52 $3.07 $0.43 ($0.81)

Average Commodity Rate $1.15
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Table 6-9: Derviation of the Cost to Serve Each Class  

Customer Class 
Base Max Day 

Max 
Hour  

Recycled 
Water  

Fire 
Protection  

Meters  Customer  Conservation  General 
Revenue 
Offsets 

Total  

SFR $129,136 $119,737 $73,209     $48,297  ($90,555) $279,823  
MFR $237,494 $149,540 $105,276     $88,822  ($166,540) $414,591  
Commercial  $95,545 $52,533 $39,184     $35,734  ($67,000) $155,996  
Irrigation  $72,131 $172,627 $84,829     $26,977  ($50,581) $305,983  
Recycled    $108,966       $108,966  
Meters       $1,305,993 $341,523    $1,647,516  
Total  $534,306  $494,436  $302,497  $108,966  $0 $1,305,993  $341,523  $199,830  $0 ($374,677)  $2,912,875  
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7. RATE DERIVATION AND DESIGN 

 EXISTING RATE STRUCTURE AND RATES 
The DistrictȭÓ ×ÁÔÅÒ ÓÅÒÖÉÃÅ ÃÈÁÒÇÅÓ ÈÁÖÅ Ô×Ï ÃÏÍÐÏÎÅÎÔÓ ɀ a fixed component (monthly base service 

charge) and a volumetric component (water usage sales). The monthly base charge increases with 

meter size as larger meter sizes generally consume more water on average, and tend to have higher 

rates of peaking; therefore, the costs to provide service to these customers is higher. A typical single 

ÆÁÍÉÌÙ ÈÏÍÅ ×ÉÔÈ Á υȾψȱ ÏÒ σȾτȱ ÍÅÔÅÒ will have a monthly base charge of $14.19 in April 1, 2016. 

The District has a different monthly base charge for MFR customers. Accounts with service 

designated as multi-family residential are charged per dwelling unit, irrespective of the size of meter 

serving the property. Current base service charges are shown in Table 7-1. 

 

The volumetric compÏÎÅÎÔ ÏÆ Á ÃÕÓÔÏÍÅÒȭÓ water charge is the number of units consumed (measured 

in ÏÎÅ ÔÈÏÕÓÁÎÄ ÇÁÌÌÏÎ ÉÎÃÒÅÍÅÎÔÓȟ ÏÒ ȰËÇÁÌȱ) multiplied by rates that vary by customer class and tier. 

The current unit rates for adoption in April 2016 are shown in the second portion of Table 7-1. 

 

Table 7-1: Existing Rate Structure and Monthly Rates  

Meter Size 
Adopted April  

2016  
υȾψȱ | σȾτȱ $14.19 
ρȱ $21.57 
1-ρȾςȱ $40.02 
ςȱ $62.18 
σȱ $132.29 
τȱ $235.65 
φȱ $538.56 
ψȱ $921.03 
MFR $10.64 

 

Customer 
Class 

Adopted  
April 2016  

SFR ($/kgal)  
  Tier 1 $1.52  
  Tier 2 $2.54  
  Tier 3 $4.47  
  Tier 4 $8.30 
MFR  
  Tier 1 $1.52  
  Tier 2 $2.54  
  Tier 3 $4.47  
  Tier 4 $8.30 
Commercial  $3.08 
Irrigation   
  Tier 1 $3.50 
  Tier 2 $4.47 
  Tier 3 $8.30 
Recycled $1.79 
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 PROPOSED REVISIONS TO RATE STRUCTURES 
During the Study RFC, working with District staff and with Board input, chose to revise the rate 

structures for Single Family Residential and Multi -Family Residential customers. The proposed 

changes and rationale are detailed in the following subsections, with all revisions shown graphically 

in Table 7-2. 

  

7.2.1 Single Family Tier Definition 

RFC recommends changes to the rate structure and tier definitions for the Single Family Residential 

class. With the requirements of Proposition 218 becoming examined more closely, and the 

justification for rates more stringent, it becomes more difficult to rationalize many unique tiers. 

While some agencies may have many sources of supply allowing a price differential in the marginal 

cost of water to justify five or more tiers, the District maintains only two sources of supply ɀ surface 

water and groundwater from within the Mammoth Lakes water basin. We therefore propose to 

reduce the SFR rate structure from four tiers to three; and, justification of those tiers are based upon 

meeting efficient demands for the class. The proposed tiers and rationale are as follows: 

 

Tier 1: Efficient indoor use (4 kgal)  

The State of California has targeted 55 gallons per person per day (gpcd) as an efficient indoor use 

goal. From 2010 US Census data the average SFR household density in the service area is 2.31 

persons. Taken together with the monthly days of service (30) produces a value of approximately 

4,000 gallons per month. In addition of being a measure of efficient indoor use, 4 kgal per month 

ÐÒÏÖÉÄÅÓ ÅÎÏÕÇÈ ×ÁÔÅÒ ÔÏ ÍÅÅÔ ÔÈÅ $ÉÓÔÒÉÃÔȭÓ ÈÉÓÔÏÒÉÃÁÌ ÁÖÅÒÁÇÅ ×ÉÎÔÅr water use for the SFR class.    

 

Tier 2: Efficient summer use (total 8 kgal)  

The District has determined that a typical single family lot within the service area demands 

approximately 500 gallons per irrigation cycle. The District recommends twice-weekly watering for 

eight total irrigation cycles per month. This produces 4 kgal ((500 X 8)/1,000)) for efficient outdoor 

water use for an average single family home.    

 

Tier 3: All use greater than Tier 2 (>8 kgal)  

All usage greater than the sum of Tier 1 and 2, represents inefficient use for an average single family 

home as determined by the District.  

 

7.2.2 Multi -Family Residential Rates 

RFC recommends replacing the existing four tier rate structure with a uniform rate. The rationale for 

the original tiered structure was to promote efficient use and provide a price signal for excessive use. 

MFR water use is tiered similarly to the Single Family Residential class, with allotments per dwelling 

unit. While the tiered rate structure was well intended, it has led to the District inadvertently 

subsidizing outdoor water use, particularly at certain times of year where multi-unit residential 

complexes have limited occupancy, but ongoing landscaping demands. This allows a property to meet 

its irrigation  requirements with Tier 1 water, creating inequity between MFR users and SFR and 

Irrigation users.  

 

After analysis of MFR class usage, RFC determined that 80 percent of all use falls within Tier 1. This 

suggests that a uniform commodity rate is most appropriate. Converting to a uniform rate will correct 
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the inequity between user classes, while achieving dual policy objectives of reducing use of Tier 1 

priced water for irrigation  and maintaining affordable water service for the class.  

 

7.2.3 Commercial Rates 

RFC recommends the District maintain a uniform rate for Commercial users. 

 

7.2.4 Irrigation Tier Definitions 

RFC recommends the District Maintain the existing Maximum Allowable Water Allocation (MAWA) 

water budget allocation for Irrigation users with no changes to the tier definitions. An analysis of 

Irrigation usage determined that 81 percent of all irrigation use was within budget, 14 percent was 

between 100 percent and 200 percent, and the residual usage greater than 200 percent of budget.   

 

7.2.5 Recycled Water Rates 

RFC recommends that the District maintain the Recycled water commodity rate at 58 percent of the 

commercial rate. RFC proposes that the District move to identify the specific costs of operating and 

maintaining the recycled water system. Ultimately the District may wish to establish an independent 

enterprise for the recycled water system to properly fund costs and price recycled water at the cost 

of providing service.   

 

Table 7-2 details all proposed changes to the commodity rate structures and tier definitions. 

 

Table 7-2: Existing and Revised Tier Definitions  

Customer Class 
Current Tiers  

(kgal)  
Proposed Tiers  

(kgal)  
SFR   
  Tier 1 0-8 0-4 
  Tier 2 8-12 4-8 
  Tier 3 12-20 >8 
  Tier 4 >20 N/A  
MFR   
  Tier 1 0-4 Uniform 
  Tier 2 4-6 N/A  
  Tier 3 6-11 N/A  
  Tier 4 >11 N/A  
Commercial  Uniform No Change 
Irrigation    
  Tier 1 Within Budget No Change 

  Tier 2 
100%-200% of 

Budget 
No Change 

  Tier 3 >200% of Budget No Change 
Recycled Uniform No Change 

 

After changing tier definitions, projected usage is recalculated using the new tier definitions, 

resulting in the following projected usage for FY 2016.  
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Table 7-3: Projected FY 2016 Usage with Revised Tier Definitions  

Customer Class 
FY 2016 Usage 

(kgal)  
SFR  
  Tier 1 44,441  
  Tier 2 19,865  
  Tier 3 48,081  
MFR 206,693 
Commercial  83,154 
Irrigation   
  Tier 1  37,821  
  Tier 2  15,781  
  Tier 3  9,174  
Recycled 93,692 
Total Potable  465,011  

 

 

 PROPOSED WATER SERVICE CHARGE 
Utilities invest in and continue to maintain facilities to provide capacity to meet all levels of desired 

consumption, including peak demand plus fire protection, and these costs must be recovered 

regardless of the amount of water used during a given period. Thus, peaking costs along with base 

costs and fixed water system costs to meet average demand are generally considered as fixed water 

system costs. To balance between affordability and revenue stability, it is a common practice that a 

portion of the base costs and/or  peaking costs are recovered in the monthly service charge, along 

with customer-related costs and meter-related costs. For the District, 100 percent of peaking costs 

are recovered on the variable rate, while 50 percent of the base costs are to be recovered on the fixed 

water service charge. 

 

There are two components that comprise the Water Service Charge: meter capacity costs and 

customer service costs. The Water Service Charge recognizes the fact that even when a customer does 

not use any water, the District  incurs fixed costs in connection with maintaining the ability or 

readiness to serve each connection. 

 

Meter Capacity Component  

The meter capacity component collects capacity (also known as peaking) related costs.  A portion of 

capacity related costs can be allocated to and collected through the base service charge by meter size.  

This assumes that larger meters have the potential to demand more capacity, or said differently, exert 

greater peaking characteristics compared to smaller meters.  The potential capacity demanded 

(peaking) is proportional to the potential flow through each meter size as established by the 

American Water Works Association (AWWA) hydraulic capacity ratios.  For example, the flow 

through a τȱ meter is 21 times that of a 3/4" meter and therefore the meter capacity component of 

the base service charge is 21 times that of the 3/4" meter.   

 

Allocating a portion of base costs by meter size (with the remainder allocated to the base cost 

component of the commodity rates) is a common way to provide greater revenue stability, especially 

in light of decreasing water sales revenues during a drought, from permanent conservation, or other 

water shortage.   
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In order to create parity across the various meter sizes, each meter size is assigned a factor relative 

ÔÏ Á υȾψȱ ÏÒ σȾτͼ meter, which has a value of 1.00. This establishes the ȰÂÁÓÅȱ ÍÅÔÅÒ ÓÉÚÅȢ ! ÇÉÖÅÎ 

ÍÅÔÅÒ ÓÉÚÅȭÓ ÒÁÔÉÏ ÏÆ ÍÅÔÅÒ ÁÎÄ ÃÁÐÁÃÉÔÙ ÓÅÒÖÉÃÉÎÇ ÃÏÓÔÓ ÒÅÌÁÔÉÖÅ ÔÏ the base (that of a υȾψȱ ÏÒ  σȾτͼ 

meter) determines the meter equivalency. Summation of all meter equivalencies for a given size yields 

Ȱ-ÅÔÅÒ Equivalency 5ÎÉÔÓȱ ɉMEU), also referred to as equivalent meters. For this study, RFC used 

standard AWWA capacity ratios and estimated meter counts for FY 2016.  

 

Recall MFR accounts are charged the base service charge per dwelling unit. The value in Table 7-4 

represents the total MFR dwelling unit count. To date the District has charged MFR base service 

ÃÈÁÒÇÅÓ ÁÔ χυ ÐÅÒÃÅÎÔ ÏÆ ÔÈÅ ÂÁÓÅ ÍÅÔÅÒ ɉυȾψȱ /  3/4") with the justification that MFR units have an 

average occupancy (household density) of 3 persons versus the SFR household density of 4. These 

differences in density are no longer accurate. As of the 2010 US Census, the average SFR density is 

2.31 persons and the average MFR density is 2.67, for a weighted average of 2.52.  With the densities 

being roughly equal, the District has decided to charge MFR base service charges as equivalent to 

ÂÁÓÅ υȾψȱ ÁÎÄ σȾτȱ ÍÅÔÅÒÓȢ 4ÈÅ ÃÁÐÁÃÉÔÙ ÒÁÔÉÏ ÆÏÒ ÃÁÌÃÕÌÁÔÉÎÇ MFR equivalencies is then 1.00.  

 

The total equivalent meters calculation is completed by multiplying the count of meters (or count of 

dwelling units) of a specific size by their respective capacity ratio. Using AWWA meter capacity ratios 

mentioned above, the total number of equivalent meters within the District is determined to be 

10,344.     

 

Table 7-4: Meter Equivalencies Calculation  

Meter Size Meter Count /  
Dwelling Unit Count  

Capacity Ratio  
ɉσȾτȱ "ÁÓÅɊ 

Equiv. Meters 
(Capacity)  

5/8"  | 3/4"  1,847 1.00 1,847 
1" 411 1.67 685 
1 1/2"  62 3.33 207 
2" 61 5.33 326 
3" 11 11.67 129 
4" 5 21.00 105 
6" 4 46.67 187 
8" - 80.00 - 
Total Meter Count  2,401  3,486 
    
MFR Dwelling Units 6858 1.00 6,858 
Total MFR Count 6858   6,858 
    
Total Equivalencies    10,344  

 

The meter capacity component of the water base service charge is calculated by dividing the total 

meter capacity costs (inclusive of meter costs, fire protection costs, and a portion of base costs) from 

Table 6-8 and Table 6-9 by the total number of equivalent meters in Table 7-4. The cost is rounded 

up to the nearest penny and is calculated as $10.53 per equivalent meter.  
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Table 7-5: Water Base Charge Meter Capacity Component Calculation  

 FY 2016 
Meter Capacity Costs $1,305,993 
Equivalent Meters 10,344 
Cost per Equivalent Meter (per month)  $10.53 

 

 

Customer Component 

The customer component recovers costs associated with meter reading, customer billing and 

collection, as well as answering customer service calls.  These costs are uniform for all meter sizes as 

it costs the same to bill a small meter as it does a larger meter.   

 

To calculate the customer component RFC divides the total customer service costs from Table 6-8 

and Table 6-9 by the total annual bills prepared by the District from Table 6-7 to determine the 

monthly customer service charge component of $3.08.  

 

Table 7-6: Water Base Charge Customer Component Calculation  

 FY 2016 
Customer Service Costs $341,523 
Annual Bills 111,109 
Customer Component  (per month)  $3.08 

 

Table 7-7 shows the proposed water base service charges versus those adopted for April 1, 2016. 

MFR service charges increase by $3.25 or 33 percent due to the change in accounting for MFR 

dwelling units as equal to SFR units. All other meters experience a decrease in dollar and percentage 

terms ranging from ΑπȢσπ ÏÎ ÔÈÅ ÂÁÓÅ ÍÅÔÅÒÓ ÔÏ ΑυωȢσυ ÆÏÒ ÁÎ ψȱ ÍÅÔÅÒȢ Comparisons in rates are 

relative to proposed April 1, 2016 rates.  

 

 Table 7-7: Cost of Service Monthly Water Service Charges 

Meter Size 
Meter 

Component  
Customer 

Component  

Proposed 
April 
2016  

Adopted 
April 
2016  

Difference 
($)  

Difference 
(%)  

υȾψȱ | σȾτȱ $10.53 $3.08 $13.89 $14.19 ($0.30) -0.1% 
ρȱ $17.54 $3.08 $21.04 $21.57 ($0.53) -0.5% 
1-ρȾςȱ $35.08 $3.08 $38.93 $40.02 ($1.09) -0.8% 
ςȱ $56.12 $3.08 $60.39 $62.18 ($1.79) -0.9% 
σȱ $122.75 $3.08 $128.35 $132.29 ($3.94) -1.0% 
τȱ $220.95 $3.08 $228.52 $235.65 ($7.13) -1.1% 
φȱ $490.99 $3.08 $503.96 $538.56 ($34.60) -4.6% 
ψȱ $841.70 $3.08 $861.68 $921.03 ($59.35) -4.6% 
MFR $10.53 $3.08 $13.89 $10.64 $3.25 33.2% 

 

Table 7-8 shows proposed five year water base service charges. The base service charge is increased 

ȰÁÃÒÏÓÓ ÔÈÅ ÂÏÁÒÄȱ in subsequent yearsɀ that is, relative to existing rates ɀ by the selected Financial 

Plan. Beginning April 1, 2017 base service charges will increase to collect an additional 2 percent per 

year in additionaÌ ÒÅÖÅÎÕÅȢ .ÏÔÅ ÔÈÁÔ -&2 ÕÎÉÔÓ ÁÒÅ ÃÈÁÒÇÅÄ ÁÔ ÔÈÅ ÓÁÍÅ ÒÁÔÅ ÁÓ ÔÈÅ υȾψȱ ÁÎÄ σȾτȱ 

meter going forward. All rates are rounded up to the nearest penny.  
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Table 7-8: Proposed Five-Year Monthly Water Service Charges  

Meter Size 
Adopted April  

2016  
Proposed 
April 2016  

Proposed 
April 2017  

Proposed 
April 2018  

Proposed 
April 2019  

Proposed 
April 2020  

υȾψȱ | σȾτȱ $14.19 $13.89 $14.17 $14.46 $14.75 $15.05 
ρȱ $21.57 $21.04 $21.47 $21.90 $22.34 $22.79 
1-ρȾςȱ $40.02 $38.93 $39.71 $40.51 $41.33 $42.16 
ςȱ $62.18 $60.39 $61.60 $62.84 $64.10 $65.39 
σȱ $132.29 $128.35 $130.92 $133.54 $136.22 $138.95 
τȱ $235.65 $228.52 $233.10 $237.77 $242.53 $247.39 
φȱ $538.56 $503.96 $514.04 $524.33 $534.82 $545.52 
ψȱ $921.03 $861.68 $878.92 $896.50 $914.43 $932.72 
MFR $10.64 $13.89 $14.17 $14.46 $14.75 $15.05 

 

 

 PROPOSED COMMODITY RATES 
 

7.4.1 Unit Cost Components Definitions 

The commodity rates for each class and tier are derived by summation of the unit rates ($ / kgal) for: 

1. Base 

2. Peaking 

3. Conservation 

4. Revenue Offsets 

 

Base costs are the costs associated with obtaining and treating water to make it ready for 

transmission and distribution as well as the operating and capital costs associated with delivering 

water to all customers at a constant average rate of use ɀ also known as serving customers under 

average daily demand conditions.  Therefore base costs are spread over all units of water irrespective 

of customer class or tiers.  

 

Peaking costs, or extra-capacity costs, represent costs incurred to meet customer peak demands in 

excess of base use (or average daily demand). Total extra capacity costs are comprised of maximum 

day and maximum hour demands.  The peaking costs are distributed to each tier and class using 

peaking factors derived from customer use data.  We previously showed the distribution of peaking 

needs (demand) and costs in Tables 5-5 and 5-7 respectively. 

 

Conservation costs  are costs which cover water conservation and efficiency programs and efforts.  

These programs are targeted to high volume water users.  Therefore conservation costs are allocated 

to Tier 2 and 3, where water consumption is considered discretionary or inefficient and for which 

conservation programs are designed to promote water use curtailment. Allocation of conservation 

costs to upper tiers helps provide a strong price signal for conservation, consistent with Article X 

Section 2 of the State of California Constitution, and proportionately allocates such costs to those 

customers whose greater demand create the need for conservation and efficiency programs and 

efforts. 

 

Revenue offsets  are the non-rate, general fund revenues available to the District to Ȱbuy downȱ the 

commodity rates in the lower tiers to promote affordability and efficient use. Revenue offsets consist 

of property tax allocated to the water operating fund, miscellaneous fees and charges, and interest 
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income from reserves. These funds allow flexibility in the rate design process to achieve policy 

objectives while maintaining cost of service principles.  

 

7.4.1.1 Base Unit Cost  

The base unit cost is the cost to supply and deliver water under average daily demand conditions.  By 

dividing estimated annual usage by total base costs (Table 6-8) we identify the cost to provide water 

delivery under the same conditions. Since we are interested in average daily demands, the base cost 

is the same for all classes and tiers. A summary of base costs by customer class is provided in Table 

7-9. 

 

Table 7-9: Base Unit Cost Calculation 

Customer 
Class 

Annual 
Usage 

Base 
Factor  

Allocation %  Rev. 
Requirement  

Unit Rate  

SFR 112,388 1.00 24.2% $129,136 $1.15 
MFR 206,693 1.00 44.4% $237,494 $1.15 
Commercial  83,154 1.00 17.9% $95,545 $1.15 
Irrigation  62,776 1.00 13.5% $72,131 $1.15 
Total  465,011  465,011  100.0%  $534,306  $1.15 

 

 

7.4.1.2 Peaking Unit Cost  

Table 7-10 (same as Table 6-6) provides customer class peaking factors. For the derivation of intra-

class peaking cost components we must derive peaking factors within  the tiers. Table 7-11 and Table 

7-12 shows the derivation of the unit peaking costs for SFR tiers and Irrigation tiers.  (MFR and 

Commercial classes are uniform). 

 

4ÈÅ ÐÅÁËÉÎÇ ÃÏÓÔÓ ÓÈÏ×Î ÁÒÅ ÄÅÒÉÖÅÄ ÂÙ ÁÎÁÌÙÚÉÎÇ ÔÈÅ $ÉÓÔÒÉÃÔȭÓ &9 ςπρυ ÕÓÁÇÅ ×ÈÉÌÅ ÕÔÉÌÉÚÉÎÇ ÔÈÅ 

revised tier definitions (Table 7-2). The factors are calculated by dividing the maximum period use 

by the average period use.  

 

Table 7-10: Peaking Factor Calculation  

Customer Class Max Period Use Average Period Use Peaking Factor  

Single Family Residential  21,329 11,342 1.88 

MFR 31,276 21,292 1.47 

Commercial  14,587 10,708 1.36 

Irrigation  12,267 4,571 3.90 
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Table 7-11: Tiered Peaking Factor Calculation (SFR)  

Customer Class Max Period Use Average Period Use Peaking Factor  

Tier 1  5,640 4,492 1.26 

Tier 2  3,722 2,004 1.86 

Tier 3  11,967 4,846 2.47 

 

 

Table 7-12: Tiered Peaking Factor Calculation (Irrigation)  

Customer Class Max Period Use Average Period Use Peaking Factor  

Tier 1  272 93 2.92 

Tier 2  232 53 4.39 

Tier 3  455 64 7.11 

 

The peaking component of the commodity rates are determined as follows, and as displayed in Table 

7-13. First, we determine the weighted annual usage for all classes by multiplying the individual class 

peaking factors calculated above by the estimated annual usage per customer class. The weighted 

annual usage is then summed. Second, the relative share of the peaking costs are determined (in 

ÐÅÒÃÅÎÔÁÇÅ ÔÅÒÍÓɊ ÁÓ ÔÈÅ ÒÁÔÉÏ ÏÆ Á ÃÌÁÓÓÅÓȭ ×ÅÉÇÈÔÅÄ ÕÓÅ ÔÏ ÔÏÔÁÌ ×ÅÉÇÈÔÅÄ ÕÓÅȢ  The unit rate ($/kgal) 

of peaking is obtained by dividing the class revenue requirement (from cost of service) by the annual 

usage. The calculation determines the unit rates for the class. For tiered rate structure classes this 

exercise is then replicated for each tier . The unit cost for each class, and tier, is found iÎ ÔÈÅ Ȱ5ÎÉÔ 

2ÁÔÅȱ ÃÏÌÕÍÎ ÆÕÒÔÈÅÓÔ ÒÉÇÈÔ ÉÎ Table 7-13.  
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Table 7-13: Peaking Unit Cost Calculation  

 
 

7.4.1.3 Conservation Unit Cost  

Conservation components are determined in the same manner as peaking components, but using 
other factors (conservation factors) to determine the weighted factors, allocation percentages and 
therefore unit rates. Conservation factors are applied to all customer classes and tiers except for Tier 
1 SFR, which is considered efficient indoor use. MFR and Commercial classes are designated a factor 
of 1.00 (100 percent of the unit cost); the upper tiers for SFR and Irrigation are designated a higher 
weight of conservation costs in recognition that this use is considered inefficient and/or wasteful and 
ÉÓ ÔÈÅ ÐÒÉÍÁÒÙ ÄÒÉÖÅÒ ÆÏÒ ÔÈÅ $ÉÓÔÒÉÃÔȭÓ ÃÏÎÓÅÒÖÁÔÉÏÎ ÃÏÓÔÓȢ   

 

Allocation of Peaking Rate Costs

Customer Class Annual UsagePeaking Factors Allocation % Rev. Requirement Unit Rate

SFR 112,388 1.88 24.2% $192,932 $1.72

Domestic 206,693 1.47 34.8% $277,039 $1.35

Commercial 83,154 1.36 13.0% $103,358 $1.25

Irrigation 62,776 3.90 28.1% $223,605 $3.57

Total 465,011 873,359              100.0% $796,934

SFR Tier Break (kgal) Annual UsagePeaking Factors Allocation % Rev. Requirement Unit Rate

SFR Tier 1 0-4 44,441 1.26 26% $50,908 $1.15

SFR Tier 2 4-8 19,865 1.86 17% $33,678 $1.70

SFR Tier 3 >8 48,081 2.47 56% $108,346 $2.26

Total 112,387 211,432              100% $192,932

Domestic Tier Break (kgal) Annual UsagePeaking Factors Allocation % Rev. Requirement Unit Rate

Domestic Uniform #N/A 206,693 1.47 100% $277,039 $1.35

Total 206,693 303,607              100% $277,039

Commercial Tier Break (kgal) Annual UsagePeaking Factors Allocation % Rev. Requirement Unit Rate

Commercial Uniform #N/A 83,154 1.36 100% $103,358 $1.25

Total 83,154 113,270              100% $103,358

Irrigation Tier Break (kgal) Annual UsagePeaking Factors Allocation % Rev. Requirement Unit Rate

Irrigation Tier 1 100% 37,821 2.92 45% $100,834 $2.67

Irrigation Tier 2 100-200% 15,781 4.39 28% $63,273 $4.01

Irrigation Tier 3 >200% 9,174 7.11 27% $59,498 $6.49

Total 62,776 245,048              100% $223,605
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Table 7-14: Conservation Unit Cost Calculation  

 
 

7.4.1.4 Revenue Offset Unit Cost  

Revenue offset components are determined similarly to the peaking and conservation components: 
revenue offsets are applied to Tier 1 and Tier 2 of SFR rates and Tier 1 of Irrigation rates (all use 
regarded as efficient), as well as to MFR use. Commercial accounts are not allocated revenue offsets. 
Table 7-15 shows the revenue offset unit rate calculation.  

 

Allocation of Conservation Rate Costs

Customer Class Annual Usage

Conservation 

Factors Allocation % Rev. Requirement Unit Rate

SFR 112,388 1.44 34% $67,254 $0.60

Domestic 206,693 1.00 43% $85,796 $0.42

Commercial 83,154 1.00 17% $34,517 $0.42

Irrigation 62,776 0.47 6% $12,263 $0.20

Total 465,011 481,411              100.0% $199,830

SFR Tier Break (kgal) Annual Usage

Conservation 

Factors Allocation % Rev. Requirement Unit Rate

SFR Tier 1 0-4 44,441 0% 0% $0 $0.00

SFR Tier 2 4-8 19,865 150% 18% $12,369 $0.63

SFR Tier 3 >8 48,081 275% 82% $54,885 $1.15

Total 112,387 162,020              100% $67,254

Domestic Tier Break (kgal) Annual Usage

Conservation 

Factors Allocation % Rev. Requirement Unit Rate

Domestic Uniform #N/A 206,693 100% 100% $85,796 $0.42

Total 206,693 206,693              $85,796

Commercial Tier Break (kgal) Annual Usage

Conservation 

Factors Allocation % Rev. Requirement Unit Rate

Commercial Uniform #N/A 83,154 100% 100% $34,517 $0.42

Total 83,154 83,154                $34,517

Irrigation Tier Break (kgal) Annual Usage

Conservation 

Factors Allocation % Rev. Requirement Unit Rate

Irrigation Tier 1 100% 37,821 0% 0% $0 $0.00

Irrigation Tier 2 100-200% 15,781 100% 53% $6,551 $0.42

Irrigation Tier 3 >200% 9,174 150% 47% $5,712 $0.63

Total 62,776 29,543                $12,263
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Table 7-15: Revenue Offset Unit Cost Calculation  

 
 

7.4.1.1 Final Commodity Rates Derivation 

To determine commodity rates, these components are added together. The resulting summation 

constitutes the final water commodity rates. The cost of service based rates are shown in bold in 

Table 7-16 below.  

 

 

 

 

 

 

 

 

 

 

Allocation of Revenue Offsets

Customer Class Annual Usage

Rev. Offset 

Factors Allocation % Rev. Requirement Unit Rate

SFR 112,388 0.57 24% ($90,555) ($0.81)

Domestic 206,693 1.00 44% ($166,540) ($0.81)

Commercial 83,154 0.00 18% ($67,000) ($0.81)

Irrigation 62,776 0.60 13% ($50,581) ($0.81)

Total 465,011 308,820              100.0% ($374,677)

SFR Annual Usage

Rev. Offset 

Factors Allocation % Rev. Requirement Unit Rate

SFR Tier 1 0-4 44,441 100% 69% ($62,581) ($1.41)

SFR Tier 2 4-8 19,865 100% 31% ($27,974) ($1.41)

SFR Tier 3 >8 48,081 0% 0% $0 $0.00

Total 112,387 64,306                100% ($90,555)

Domestic Annual Usage

Rev. Offset 

Factors Allocation % Rev. Requirement Unit Rate

Domestic Uniform #N/A 206,693 100% 100% ($166,540) ($0.81)

Total 206,693 206,693              ($166,540)

Commercial Annual Usage

Rev. Offset 

Factors Allocation % Rev. Requirement Unit Rate

Commercial Uniform #N/A 83,154 0% 0% $0 $0.00

Total 83,154 -                       ($67,000)

Irrigation Annual Usage

Rev. Offset 

Factors Allocation % Rev. Requirement Unit Rate

Irrigation Tier 1 100% 37,821 100% 100% ($50,581) ($1.34)

Irrigation Tier 2 100-200% 15,781 0% 0% $0.00 $0.00

Irrigation Tier 3 >200% 9,174 0% 0% $0.00 $0.00

Total 62,776 37,821                ($50,581)
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Table 7-16: Commodity Rate Calculation   

Customer Class/ 
Tier  

Tier  
Definition  

Base Peaking Conserv-
ation  

Revenue 
Offsets 

COS Rates 

 Table 7-2 Table 7-9 Table 7-13 Table 7-14 Table 7-15  
SFR       
  Tier 1 0-4 kgal $1.15 $1.15 $0.00 ($1.41) $0.89 
  Tier 2 5-8 kgal $1.15 $1.70 $0.63 ($1.41) $2.07 
  Tier 3 >8 kgal $1.15 $2.26 $1.15 $0.00 $4.56 
  Tier 4 N/A  N/A  N/A  N/A  N/A  N/A  
MFR       
  Tier 1 Uniform $1.15 $1.35 $0.42 ($0.81) $2.11 
  Tier 2 N/A  N/A  N/A  N/A  N/A  N/A  
  Tier 3 N/A  N/A  N/A  N/A  N/A  N/A  
  Tier 4 N/A  N/A  N/A  N/A  N/A  N/A  
Commercial  Uniform $1.15 $1.25 $0.42 $0.00 $2.82 
Irrigation        
  Tier 1 Within Budget $1.15 $2.67 $0.00 ($1.34) $2.48 
  Tier 2 100-200% 

Budget 
$1.15 $4.01 $0.42 $0.00 $5.58 

  Tier 3 > 200% Budget $1.15 $6.49 $0.63 $0.00 $8.27 
Recycled      $1.6714 

 

Table 7-17 shows proposed five year water commodity rates. Commodity rates are iÎÃÒÅÁÓÅÄ ȰÁÃÒÏÓÓ 
ÔÈÅ ÂÏÁÒÄȱ in subsequent years ɀ that is, relative to existing rates ɀ by the selected Financial Plan. 
Beginning April 1, 2016 commodity rates will increase to collect an additional 2 percent per year in 
additional revenue. All rates are rounded up to the nearest penny.  

 

Table 7-17: Proposed Five-Year Commodity Rates 

Customer 
Class 

Adopted  
April 2016  

Proposed  
April 2016  

Proposed  
April 2017  

Proposed  
April 2018  

Proposed  
April 2019  

Proposed  
April 2020  

$ Change 
from 

Adopted  

% 
Change 
from 

Adopted  

SFR         
  Tier 1 $1.52  $0.91  $0.93  $0.95  $0.97  $0.99  ($0.61) -38.8% 
  Tier 2 $2.54  $2.12  $2.17  $2.22  $2.27  $2.32  ($0.42) -14.6% 
  Tier 3 $4.47  $4.66  $4.76  $4.86  $4.96  $5.06  $0.19  6.5% 
  Tier 4 $8.30 N/A  N/A  N/A  N/A  N/A  N/A  N/A  
MFR         
  Tier 1 $1.52  $2.16  $2.21  $2.26  $2.31  $2.36  $0.64  45.4% 
  Tier 2 $2.54  N/A  N/A  N/A  N/A  N/A  N/A  N/A  
  Tier 3 $4.47  N/A  N/A  N/A  N/A  N/A  N/A  N/A  
  Tier 4 $8.30 N/A  N/A  N/A  N/A  N/A  N/A  N/A  
Commercial  $3.08 $2.88  $2.94  $3.00  $3.06  $3.13  ($0.20) -4.5% 
Irrigation          
  Tier 1 $3.50 $2.53  $2.59  $2.65  $2.71  $2.77  ($0.97) -26.0% 
  Tier 2 $4.47 $5.70  $5.82  $5.94  $6.06  $6.19  $1.23  30.2% 
  Tier 3 $8.30 $8.44  $8.61  $8.79  $8.97  $9.15  $0.14  3.7% 
Recycled $1.79 $1.67  $1.71  $1.75  $1.79  $1.83  ($0.12) -4.3% 

 

 

                                                             
14 Recycled water is priced at 58 percent of the commercial rate 
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 WATER CUSTOMER IMPACTS 
The rate model calculates water customer impacts for all classes and meter sizes. Customer impacts 

from the proposed new rates can be seen below in Figure 7-1Ȣ 4ÈÅ $ÉÓÔÒÉÃÔȭÓ ÁÖÅÒÁÇÅ 3&2 ÃÕÓÔÏÍÅÒ 

uses between 2 and 6 kgal of water during a given time of the year. At 6 kgal a SFR customer with a 

υȾψȱ ÏÒ σȾτͼ will experience a $1.54 decrease in their bill. This is due to both a marginal decrease in 

the water base service charge, as well as a lower commodity rate in Tier 1 and 2. 

 

Figure 7-1: Bill Impacts - 3ÉÎÇÌÅ &ÁÍÉÌÙ 2ÅÓÉÄÅÎÔÉÁÌ ×ÉÔÈ σȾτȱ -ÅÔÅÒ 

 
 

 

 

 

8. WATER SHORTAGE SURCHARGES 

 BACKGROUND 
The District Board has declared a Level 3 water supply shortage, owing the heightened stage to the 

continuation and intensification of a drought now in its fourth year. Level 3 calls for a mandatory 

30% reduction in District -wide water use. In addition to the DistrictȭÓ ÄÅÃÌÁÒÁÔions, on April 1, 2015, 

Governor Brown issued Executive Order B-29-15 directing the State Water Resources Control Board 

(SWRCB) to work with water service providers to reduce urban potable use by 25% statewide.  The 

$ÉÓÔÒÉÃÔȭÓ urban water sales reduction mandate is 20% based upon the SWRCB tiered reductions. 

 

This section documents key assumptions involved in the development of the water shortage 

surcharges, an overview of the use reduction, corresponding revenue impacts, water shortage 

surcharge calculations, and a summary of proposed surcharges. 
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 DROUGHT IMPACTS 
Mandatory conservation and water supply shortages can have significant impacts on an aÇÅÎÃÙȭÓ 

financial stability, staffing, and planning. Depending upon water supply sources, fixed and variable 

costs, and other revenue sources, water sales reductions can have a minimal or major effect on a 

water service provider. Due to the DistrictȭÓ ÒÅÌÉÁÎÃÅ ÏÎ inexpensive water supply, the vast majority 

of total Operating and Maintenance (O&M) costs are fixed and therefore unavoidable. This means 

that the District  is sensitive to reductions in water sales with significant effects on rate revenue.  

 

RFC recommends that the District  use water shortage surcharges proactively as part of a cohesive 

and fiscally sound drought response. Water shortage surcharges are a way to promote water 

conservation while maintaining revenue stability and achieving debt coverage requirements in the 

short term. The remainder of this section details assumptions, methodology, and the calculation of 

water shortage surcharges for the District .  

 

 ASSUMPTIONS 
Table 8-1 below details customer class and sub-class drought level reductions. Stage reductions were 

provided by the District. Inter and intra-class reductions aim to achieve system wide reductions of 

up to 50 percent at Level 4. Currently the District is at a Level 3 declaration.  Reductions are assumed 

to be uniform across classes and tiers.  

 

Table 8-1: Drought Levels 

Water Shortage Level  Level 1 Level 2 Level 3 Level 4 

Class   |   System Reduction 10% 20% 30% 50% 

SFR  10% 20% 30% 50% 

MFR  10% 20% 30% 50% 

Commercial 10% 20% 30% 50% 

Irrigation  10% 20% 30% 50% 

Recycled 0% 0% 0% 0% 

 

 

 FINANCIAL IMPACTS 
The projected water sales revenues for the water enterprise are derived from current and proposed 

rates, and estimated usage at each stage. Water base service charge revenue (from all accounts based 

on meter size and MFR dwelling units) are added to water sales revenues to estimate total rate 

revenue, as shown in Table 8-2. Note that base charge revenue (a fixed charge) does not vary with 

water sales or drought conditions. 
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Table 8-2: Projected Rate Revenue, by Stage  

Level  Reduction  
Rate 

Revenue15 

Non Drought 0% $3,494,365 

Level 1 10% $3,300,535 

Level 2 20% $3,106,705 

Level 3 30% $2,912,875 

Level 4 50% $2,525,215 

 

The District has two sources of water supply: surface water from Lake Mary and groundwater. The 

DistrictȭÓ ÐÒÏÊÅÃÔÅÄ ×ÁÔÅÒ ÕÓÁÇÅ at each drought level was used as the basis for determining the 

appropriate amount of water supply necessary and the associated expected water supply costs. 

Water supply costs vary little during drought: surface water is a less expensive source that decreases 

during drought leading to more costly groundwater production. However, the amount of total  water 

demanded decreases overall. RFC calculates modest reductions in O&M expenses as drought 

intensifies. Total O&M expenses, by drought level, are shown in Table 8-3.    

 

Table 8-3: Projected O&M Expenses, by Stage 

Level  Reduction  O&M Costs 

Non Drought 0% $3,200,517 

Level 1 10% $3,169,155 

Level 2 20% $3,137,793 

Level 3 30% $3,106,431 

Level 4 50% $3,043,706 

 

During drought conditions, net revenue declines as rate revenues decrease more than expenses. 

Table 8-4 shows that the District  will see negative net revenue at Level 2 and above. The goal of the 

proposed surcharges in Section 8.5 is to maintain the same net revenue as would be expected in non-

drought conditions. Therefore, proposed surcharges aim to recover enough revenue to achieve 

$293,848 in net revenue in FY 2016.  

 

                                                             
15 Includes both fixed water service charge revenue and commodity rate revenue 
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Table 8-4: Projected Net Revenue, by Stage 

Level  Reduction  Rate Revenue O&M Costs Net Revenue 

Non Drought 0% $3,494,365 $3,200,517  $293,848  

Level 1 10% $3,300,535 $3,169,155  $131,380  

Level 2 20% $3,106,705 $3,137,793  ($31,088)  

Level 3 30% $2,912,875 $3,106,431  ($193,556)  

Level 4 50% $2,525,215 $3,043,706  ($518,491)  

 

 

 SURCHARGE METHODOLOGY 
After discussions with District staff, it was determined that the recovery of foregone revenue should 

be collected from all water users based on the fixed base service charge. That is, the District 

determined that a surcharge based on meter capacity was most reflective of District customer 

characteristics and policies and therefore most equitable to all water users.   

 

To determine the surcharge at each meter size the following steps are necessary: 1. Determine the 

foregone revenue to the District at each level of drought; 2. Calculate the per equivalent meter charge 

at each level of drought; 3. Apply AWWA capacity ratios to determine the individual meter size water 

shortage surcharge, at each drought level.  

 

Table 8-5 shows the foregone revenue (lost revenue) at each level of drought, relative to the non 

drought scenario.  

 

Table 8-5: Projected Change in Net Revenue, by Stage 

Level  Net Revenue 
(No Water 
Shortage)  

Net Revenue (at 
Level)  

Lost Revenue 
(at Level)  

Non Drought $293,848  $293,848  $0  

Level 1 $293,848  $131,380  ($162,468)  

Level 2 $293,848  ($31,088) ($324,936)  

Level 3 $293,848  ($193,556) ($487,403)  

Level 4 $293,848  ($518,491) ($812,339)  

 

Table 8-6 shows the calculation of equivalent meter water shortage surcharges. The calculation uses 

the lost revenue calculated in Table 8-5 and divides by the total water system meter equivalencies as 

calculated in Table 7-4.  

 

Table 8-6: Water Supply Surcharge, Base Calculation  

 Level 1 Level 2 Level 3 Level 4 
Revenue Loss (at Level) $162,468 $324,936 $487,403 $812,339 
Total Meter Equivalencies  10,344 10,344 10,344 10,344 
Water Shortage Surcharge (per Equiv.)  $1.31 $2.62 $3.93 $6.55 
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Proposed surcharges are presented in Table 8-7. Each progressive level of drought presents a 

departure in net revenue from non-drought conditions and therefore a higher surcharge.   

 

Water shortage surcharges are calculated by multiplying the per equivalent meter surcharge in Table 

8-6 by AWWA capacity ratios to determine the surcharge by meter size and by stage. These water 

shortage surcharges intend to recover the revenue lost due to progressive drought levels. 

 

Table 8-7: Proposed Water Supply Surcharge, by Drought Level  

Meter Size 
AWWA 

Capacity Ratio 
Level 1 Level 2 Level 3 Level 4 

5/8"  | 3/4"  1.00 $1.31 $2.62 $3.93 $6.55 
1"  1.67 $2.19 $4.37 $6.55 $10.91 
1 1/2"  3.33 $4.37 $8.73 $13.09 $21.82 
2"  5.33 $6.99 $13.97 $20.95 $34.91 
3"  11.67 $15.27 $30.54 $45.81 $76.35 
4"  21.00 $27.49 $54.98 $82.46 $137.43 
6"  46.67 $61.08 $122.16 $183.24 $305.40 
MFR 1.00 $1.31 $2.62 $3.93 $6.55 

 

 

 

 

9. WASTEWATER SYSTEM  

This section describes the wastewaÔÅÒ ÅÎÔÅÒÐÒÉÓÅȟ ÔÈÅ $ÉÓÔÒÉÃÔȭÓ ÃÕÓÔÏÍÅÒ ÁÃÃÏÕÎÔs and data, and 

corresponding financial plan. 

 

 INFLATIONARY FACTORS AND ASSUMPTIONS 
To ensure that future costs are reasonably forecasted, we make informed assumptions about 

inflationary factors and account growth.  Table 9-1 shows the inflationary assumptions incorporated 

in the five-year Financial Plan.  Inflationary factors are estimated by District staff.  

 

Table 9-1: Inflationary Assumptions  

Factor  FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 
General Inflation  3% 3% 3% 3% 3% 3% 
Salaries  3% 3% 3% 3% 3% 3% 
Benefits  8% 8% 8% 8% 8% 8% 
Energy 5% 5% 5% 5% 5% 5% 
Non-Inflated  0% 0% 0% 0% 0% 0% 
Capital  4% 4% 4% 4% 5% 5% 
Other Operating Revenues  2% 2% 2% 2% 2% 2% 
Interest  1.5% 1.5% 1.5% 2% 2% 2% 

 

Table 9-2: Account Growth Assumptions  

 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 
Account Growth  0.25% 0.25% 0.25% 0.25% 1.00% 1.00% 
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 WASTEWATER REVENUE REQUIREMENTS 
! ÒÅÖÉÅ× ÏÆ Á ÕÔÉÌÉÔÙȭÓ ÒÅÖÅÎÕÅ ÒÅÑÕÉÒÅÍÅÎÔÓ ÉÓ Á ËÅÙ ÆÉÒÓÔ ÓÔÅÐ ÉÎ ÔÈÅ ÒÁÔÅ ÓÔÕÄÙ ÐÒÏÃÅÓÓȢ 4ÈÅ ÒÅÖÉÅ× 

involves an analysis of annual operating revenues under the status quo, operation and maintenance 

(O&M) expenses, transfers between funds, and reserve requirements. This section of the report 

provides a discussion of the projected revenues, O&M expenses, other reserve funding and revenue 

adjustments estimated as required to ensure the fiscal sustainability and solvency of the wastewater 

enterprise. 

 

9.2.1 Revenues from Current Rates 

The current rates, last updated on April 1, 2015, were originally developed in the 2012 Rate Study. 

4ÈÅ $ÉÓÔÒÉÃÔȭÓ ×Ástewater service charges are differentiated by customer type.  

 

Table 9-3: Existing Wastewater  Service Charge Rates  

Customer Class FY 2016 
Single Family  $20.10 
Multi -Family  $17.30 
RV Space $2.92 
Motel Units  $9.13 
Ski Dorm/Bed  $2.92 
Commercial Unit  $12.95 
Laundry - Commercial  $774.76 
Laundromat - Public  $475.19 
Service Station  $23.74 
Car Wash $59.42 
Restaurant Seat $2.40 
Bar Seat $1.24 
Theatre Seat $0.60 
Public Building  $39.67 
Elem School $0.89 
High School $1.05 
Storage/Warehouse  $17.88 
Swimming Pool  $11.84 
Spa/Hot Tub  $6.03 
Hospital Bed  $27.30 
Juniper  $13.01 
Mill Cabins  $20.09 

  

Existing Wastewater Service Charges (Outside District ) 

Customer Class FY 2016 
Out of District Cabin  $20.10 
Out of District 
Manager Unit  

$20.10 

Out of District Motel  $20.10 
Out of District 
Commercial or Public  

$12.95 

Out of District 
Restaurant/Seat  

$1.90 

Out of District 
Campground Unit  

$2.25 

Out of District Picnic 
Area or Trailhead  

$1.12 
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Existing Wastewater O&M  Charges (Outside District ) 

Customer Class FY 2016 
Out of District Cabin  $23.80 
Out of District 
Manager Unit  

$23.80 

Out of District Motel  $23.80 
Out of District 
Commercial or Public  

$15.32 

Out of District 
Restaurant/Seat  

$2.25 

Out of District 
Campground Unit  

$2.66 

Out of District Picnic 
Area or Trailhead  

$1.33 

 

Existing Wastewater Replacement  Charges (Outside District)  

Customer Class FY 2016 
Mill City and Out of 
District  

$90.67 

 

Table 9-4 shows actual and projected wastewater accounts by customer type. Projected accounts use 

the account growth factor from Table 9-2. Note, MFR customers are billed per dwelling unit, while 

SFR customers are billed per account where there is a one-to-one ratio between dwelling unit and 

account.  

 

Table 9-4: Estimated Wastewater  Units , by Customer Type 

Customer Type  Billed per  
FY  

2016  
FY  

2017  
FY  

2018  
FY  

2019  
FY  

2020  
FY  

2021  
SFR Account 2,158 2,163 2,169 2,174 2,180 2,201 
MFR Dwelling Unit 7,415 7,434 7,452 7,471 7,489 7,564 
RV Space Space 0 0 0 0 0 0 
Motel Units Unit 1,000 1,003 1,005 1,008 1,010 1,020 
Ski Dorm/Bed Beds 94 94 94 95 95 96 
Commercial Unit Unit 486 487 488 490 491 496 
Laundry - Commercial Account 1 1 1 1 1 1 
Laundromat - Public Account 3 3 3 3 3 3 
Service Station Unit 5 5 5 5 5 5 
Car Wash Account 4 4 4 4 4 4 
Restaurant Seat Seat 6,090 6,105 6,120 6,136 6,151 6,213 
Bar Seat Seat 1,281 1,284 1,287 1,291 1,294 1,307 
Theatre Seat Seat 545 546 548 549 550 556 
Public Building Account 41 41 41 41 41 42 
Elem School ADA16 890 892 894 897 899 908 
High School ADA 418 419 420 421 422 426 
Storage/Warehouse Unit 4 4 4 4 4 4 
Swimming Pool Account 13 13 13 13 13 13 
Spa/Hot Tub Account 29 29 29 29 29 30 
Hospital Bed Beds 15 15 15 15 15 15 
Juniper Account 42 42 42 42 42 43 
Mill Cabins Count (annual) 419 420 421 422 423 427 

                                                             
16 ADA stands for Average Daily Attendance  
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Estimated Wastewater  Units, by Customer Type  (Outside District)  

Customer Type  Billed per  
FY  

2016  
FY  

2017  
FY  

2018  
FY  

2019  
FY  

2020  
FY  

2021  
Out of District Cabin Count 85 85 86 86 87 88 
Out of District 
Manager Unit 

Count 
2 2 2 2 2 2 

Out of District Motel Count 26 26 26 26 27 27 
Out of District 
Commercial or Public 

Count 
2 2 2 2 2 2 

Out of District 
Restaurant/Seat 

Count 
87 87 88 88 89 90 

Out of District 
Campground Unit 

Count 
0 0 0 0 0 0 

Out of District Picnic 
Area or Trailhead 

Count 
0 0 0 0 0 0 

 

Estimated Wastewater  Units, Replacement  Charges (Outside District)  

Customer Type  Billed per  
FY  

2016  
FY  

2017  
FY  

2018  
FY  

2019  
FY  

2020  
FY  

2021  
Mill District  and Out of 
District  

Count 8 8 8 8 8 8 

 

The above rates, meter counts, and sales figures result in the following projected rate revenues. The 

estimated rate revenues in FY 2016 are $2,654,624. The enterpriseȭÓ ÐÒÏÊÅÃÔÅÄ rate revenues for the 

Study period are shown in  Table 9-5 below. 

 

 Table 9-5: Projected Wastewater Operating Revenues  

 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 
Service Charge Revenue $2,635,449  $2,642,037  $2,648,642  $2,655,264  $2,681,817  $2,708,635  
Outside District $14,812  $14,849  $14,886  $14,923  $15,073  $15,223  
Outside Replacement Charges $4,363  $4,374  $4,385  $4,396  $4,440  $4,484  
Total Rate Revenues $2,654,624  $2,661,260  $2,667,913  $2,674,583  $2,701,329  $2,728,342  

 

The wastewater enterprise also derives some non-operating revenues. The majority is from a capital 

rebate agreement with Southern California Edison (SCE) which terminates after FY 2017. These 

revenues are summarized in Table 9-6. 

 

Table 9-6: Projected Wastewater Other Operating and Non -Operating Revenues  

 FY 2016  FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 
Permits ɀ Plan Check $0  $0  $0  $0  $0  $0  
Other Revenue $751,000  $555,000  $0  $0  $0  $0  
Total Revenues $751,000  $555,000  $0  $0  $0  $0  

 

9.2.2 Operations and Maintenance Expenses 

Total projected O&M expenses are shown in Table 9-7. These expenses are summarized by 

department. Table 9-7 shows expenses for the wastewater operating fund (Fund 30), as well as 

expenses for the capital repair and replacement fund (Fund 23). Both fund expenses are inclusive of 

administrative expenses allocated in Section 4.1.  
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Table 9-7: Projected Wastewater O&M Expenses , Fund 30 and 23 

Department  
Budgeted 
FY 2016 

Projected 
FY 2017 

Projected 
FY 2018 

Projected 
FY 2019  

Projected 
FY 2020 

Projected 
FY 2021 

Administration  $193,819 $201,050 $208,601 $216,491 $224,912 $233,725 
Finance $128,889 $133,382 $138,059 $142,932 $148,009 $153,302 
Information  $144,519 $151,391 $158,670 $166,383 $174,562 $183,237 
Lab $141,303 $146,890 $152,750 $158,900 $165,414 $172,260 
Operation 
Administration  

$73,323 $76,584 $80,029 $83,668 $87,516 $91,586 

Human 
Resources and 
Safety 

$78,597 $81,148 $83,790 $86,528 $89,373 $92,323 

Maintenance 
Management  

$240,699 $247,920 $255,358 $263,018 $270,909 $279,036 

Engineering 
Wastewater  

$134,077 $138,167 $142,384 $146,734 $151,229 $155,865 

Wastewater 
Treatment  

$673,567 $701,906 $731,735 $763,152 $796,517 $831,706 

Line 
Maintenance 
Wastewater  

$153,583 $159,065 $164,771 $170,712 $177,094 $183,752 

Mechanical 
Maintenance 
Wastewater  

$114,839 $118,412 $122,100 $125,908 $129,872 $133,966 

Total O&M  
(Fund 30)  

$2,077,215  $2,155,914  $2,238,248  $2,324,426  $2,415,406  $2,510,758  

 

Table 9-7 (Continued): Projected Wastewater O&M Expenses , Fund 23 

Department  
Budgeted 
FY 2016 

Projected 
FY 2017 

Projected 
FY 2018 

Projected 
FY 2019 

Projected 
FY 2020 

Projected 
FY 2021 

Allocated from 
Fund 10 

$387,500 $399,125 $411,099 $423,432 $436,135 $449,219 

Outside 
Services 

$13,700 $14,111 $14,534 $14,970 $15,419 $15,882 

Total O&M 
(Fund 23)  

$401,200  $413,236  $425,633  $438,402  $451,554  $465,101  

 

9.2.1 Capital Improvement Projects 

The District has programmed approximately $4.8 million in capital expenditures during the Study 

period (FY 2017-2021) for the wastewater enterprise as shown in Table 9-8. The CIP costs for future 

years are determined by using the budgeted costs and inflating the value by the capital cost inflation 

factor shown in Table 9-1. Significant projects include sewer line replacements, other capital asset 

replacements, and a turbine for the effluent line. The District anticipates funding all capital 

improvements with property tax revenue.  
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Table 9-8: Detailed Capital Improvement Plan  

 
 

 

9.2.1 Current Debt Service 

The District  currently has one outstanding debt obligation. A note from Wells Fargo will be repaid at 

the end of the current fiscal year. The enterprise will then have no debt. 

 

Table 9-9: Existing and Proposed Debt Service  

 FY 2016 FY 2017  FY 2018 FY 2019 FY 2020 FY 2021 
Existing Debt Service        
Principal $446,655 $0 $0 $0 $0 $0 
Interest $13,673 $0 $0 $0 $0 $0 
Total Existing Debt Service  $460,328  $0 $0 $0 $0 $0 

 

 

 STATUS QUO FINANCIAL PLAN (NO REVENUE ADJUSTMENTS) 
The assumptions shown in Table 9-1 are incorporated into the five-year Financial Plan.  To develop 

the Financial Plan, RFC forecasts annual expenses and revenues, models reserve balances and 

transfers between funds, and incorporates capital expenditures and calculated debt service coverage 

ratios to estimate the amount of additional rate revenue required per year.  

 

Table 9-10 displays the Proforma of the DistrictȭÓ wastewater enterprise under current rates over 

the Study Period. The Proforma incorporates revenues and expenses from the Wastewater Operating 

Fund (fund 30) and Wastewater Replacement Fund (Fund 23) to show the overall position of the 

Enterprise. All projections shown in the table are based upon the DistrictȭÓ ÃÕÒÒÅÎÔ ÒÁÔÅ ÓÔÒÕÃÔÕÒÅ ÁÎÄ 

do not include any rate adjustments.  The pro-forma incorporates the wastewater enterprise data 

shown in the preceding tables.  

5-Year CIP Schedule FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021

Budgeted Projected Projected Projected Projected Projected

(Fund 23) Wastewater Repair & Replacement 

Equipment Storage Building At MCWD Yard $325,000 $0 $0 $0 $0 $0

Solid Handling Facility $0 $25,000 $0 $0 $0 $0

Septic Truck Dump Station $0 $20,000 $0 $0 $0 $0

Sewer Line Replacement $450,000 $450,000 $450,000 $450,000 $450,000 $450,000

Laurel Pond 4 Monitor Wells $0 $100,000 $0 $0 $0 $0

WWTP Aeration Control $30,000 $0 $0 $0 $0 $0

WWTP Channel Grinder $60,000 $0 $0 $0 $0 $0

WWTP Primary Clarifiers $15,000 $0 $0 $0 $0 $0

RAS Control $15,000 $0 $0 $0 $0 $0

Summer Humes Lift Station Radio Com $11,000 $0 $0 $0 $0 $0

Reline Recycled Water Storage Basin $200,000 $0 $0 $0 $0 $0

SCADA/PLC Telemetry Upgrade $25,000 $12,855 $13,305 $13,770 $0 $0

WW Rate Study $25,000 $0 $0 $0 $0 $0

Capital Asset Replacement $100,000 $100,000 $100,000 $100,000 $100,000 $100,000

Equipment Bldg Replacement/Upgrades $12,500 $0 $0 $0 $0 $0

Vehicle Replacement $0 $65,000 $0 $27,000 $0 $0

Wastewater Trmt Operations Consultant $50,000 $150,000 $0 $0 $0 $0

Turbine For Effluent Line $0 $0 $0 $500,000 $500,000 $0

Total Capital Projects (Fund 23) $1,318,500 $922,855 $563,305 $1,090,770 $1,050,000 $550,000

Total Capital Projects (Fund 23) R&R INFLATED $1,318,500 $959,769 $615,129 $1,250,677 $1,264,127 $695,270
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Table 9-10: Status Quo Proforma  

 
 

 PROPOSED WASTEWATER FINANCIAL PLAN  
RFC proposes that the District adopt 1 percent rate increases in FY 2017 through FY 2021. Note that 

the proposed FY 2017 (effective April 1, 2016) will supplant the adopted increase from the 2012 

study.  All increases are proposed for the beginning of each fiscal year (April 1). 

 

Revenue adjustments represent the average increase in rates for the Enterprise as a whole. As 

proposed wastewater rates are based on the most recent cost of service analysis, increases in rates 

×ÉÌÌ ÂÅ ȰÁÃÒÏÓÓ-the-ÂÏÁÒÄȱ ÁÎÄ ÔÈÅ ÓÁÍÅ ɉρϷɊ ÆÏÒ ÁÌÌ ÃÕÓÔÏÍÅÒ ÃÌÁÓÓÅÓ versus current rates.  Our 

proposed revenue adjustments help ensure adequate revenue to fund operating expenses, achieve 

reserve policy targets, and comply with existing debt covenants.   

 

Table 9-11 shows the Financial Plan selected by District Board. Although Table 9-11 shows 

anticipated revenue adjustments for FYs 2017 through 2021, the District  will review and confirm the 

required revenue adjustments on an annual basis.  The rates presented in Section 10 are based on 

the proposed Financial Plan below.   

Wastewater Enterprise (Fund 30 & Fund 23) FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021

REVENUES

Revenue from Existing Rates $2,654,624 $2,661,260 $2,667,913 $2,674,583 $2,701,329 $2,728,342

Total Revenue Adjustments $0 $0 $0 $0 $0 $0

Other Operating Revenues $751,000 $555,000 $0 $0 $0 $0

Non-Operating Revenues (Interest Income) $22,979 $35,726 $62,278 $81,861 $95,931 $151,470

Taxes and Assessments $316,261 $2,185,377 $2,207,231 $2,229,303 $2,251,596 $2,285,370

Allocation of Property Tax to Operating $316,261 $0 $0 $0 $0 $0

Outside Revenue $0 $0 $0 $0 $0 $0

TOTAL OPERATING REVENUE$4,061,124 $5,437,363 $4,937,422 $4,985,747 $5,048,856 $5,165,183

OPERATING EXPENSES$2,077,215 $2,155,914 $2,238,248 $2,324,426 $2,415,406 $2,510,758

Maintenance Management $0 $0 $0 $0 $0 $0

Expenses (Allocated from Fund 10) $387,500 $399,125 $411,099 $423,432 $436,135 $449,219

Outside Services $13,700 $14,111 $14,534 $14,970 $15,419 $15,882

TOTAL O&M EXPENSES $2,478,415 $2,569,150 $2,663,881 $2,762,828 $2,866,960 $2,975,859

REVENUES LESS OPERATING 

EXPENSES $1,582,709 $2,868,213 $2,273,541 $2,222,919 $2,181,896 $2,189,324

REPLACEMENT CAPITAL PROJECTS$1,318,500 $959,769 $615,129 $1,250,677 $1,264,127 $695,270

PAYGO $1,318,500 $959,769 $615,129 $1,250,677 $1,264,127 $695,270

Debt Funded $0 $0 $0 $0 $0 $0

DEBT SERVICE $460,328 $0 $0 $0 $0 $0

Current Debt Service $460,328 $0 $0 $0 $0 $0

Proposed Debt Service $0 $0 $0 $0 $0 $0

TRANSFERS TO OTHER FUNDS $0 $0 $0 $0 $0 $0

NET CASH CHANGE ($196,119) $1,908,444 $1,658,413 $972,242 $917,770 $1,494,055

BEGINNING BALANCE $1,641,474 $1,445,355 $3,353,799 $5,012,211 $5,984,453 $6,902,223

ENDING BALANCE $1,445,355 $3,353,799 $5,012,211 $5,984,453 $6,902,223 $8,396,278

TARGET BALANCE $5,090,343 $5,129,692 $5,170,859 $5,213,948 $5,259,438 $5,307,114
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Table 9-11: Proposed Revenue Adjustments  

Revenue Adjustments  
CIP17 FY 

2017 -2021  
FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 ($ millions)  

1% 1% 1% 1% 1% $4.8 M 

  

Table 9-12 shows the Proforma for the Wastewater Enterprise (Funds 30 and 23) with additional 

revenues from the revenue adjustments in the proposed financial plan. These revenue adjustments 

allow the enterprise to fund all operating expenses and achieve reserve targets during the Study 

period. 

 

Table 9-12: Proposed Financial Plan  Proforma  

 
 

Figure 9-1 through Figure 9-4 display the FY 2017 through FY 2021 Financial Plan in graphical 

format. Figure 9-1 shows the proposed revenue adjustments as blue bars, as well as the calculated 

and minimum debt coverage requirements shown as a green marker and gold line, respectively. Debt 

is retired in FY 2016  

 

                                                             
17 Excludes expansion funded CIP 

Wastewater Enterprise (Fund 30 & Fund 23) FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021

REVENUES

Revenue from Existing Rates $2,654,624 $2,661,260 $2,667,913 $2,674,583 $2,701,329 $2,728,342

Total Revenue Adjustments $0 $26,613 $53,625 $81,043 $109,685 $139,173

Other Operating Revenues $751,000 $555,000 $0 $0 $0 $0

Non-Operating Revenues (Interest Income) $22,979 $35,925 $63,082 $83,687 $99,215 $158,404

Taxes and Assessments $316,261 $2,185,377 $2,207,231 $2,229,303 $2,251,596 $2,285,370

Allocation of Property Tax to Operating $316,261 $0 $0 $0 $0 $0

Outside Revenue $0 $0 $0 $0 $0 $0

TOTAL OPERATING REVENUE$4,061,124 $5,464,175 $4,991,852 $5,068,616 $5,161,825 $5,311,289

OPERATING EXPENSES$2,077,215 $2,155,914 $2,238,248 $2,324,426 $2,415,406 $2,510,758

Maintenance Management $0 $0 $0 $0 $0 $0

Expenses (Allocated from Fund 10) $387,500 $399,125 $411,099 $423,432 $436,135 $449,219

Outside Services $13,700 $14,111 $14,534 $14,970 $15,419 $15,882

TOTAL O&M EXPENSES $2,478,415 $2,569,150 $2,663,881 $2,762,828 $2,866,960 $2,975,859

REVENUES LESS OPERATING 

EXPENSES $1,582,709 $2,895,025 $2,327,971 $2,305,788 $2,294,865 $2,335,430

REPLACEMENT CAPITAL PROJECTS$1,318,500 $959,769 $615,129 $1,250,677 $1,264,127 $695,270

PAYGO $1,318,500 $959,769 $615,129 $1,250,677 $1,264,127 $695,270

Debt Funded $0 $0 $0 $0 $0 $0

DEBT SERVICE $460,328 $0 $0 $0 $0 $0

Current Debt Service $460,328 $0 $0 $0 $0 $0

Proposed Debt Service $0 $0 $0 $0 $0 $0

TRANSFERS TO OTHER FUNDS $0 $0 $0 $0 $0 $0

NET CASH CHANGE ($196,119) $1,935,256 $1,712,842 $1,055,111 $1,030,739 $1,640,161

BEGINNING BALANCE $1,641,474 $1,445,355 $3,380,611 $5,093,453 $6,148,564 $7,179,303

ENDING BALANCE $1,445,355 $3,380,611 $5,093,453 $6,148,564 $7,179,303 $8,819,464

TARGET BALANCE $5,090,343 $5,129,692 $5,170,859 $5,213,948 $5,259,438 $5,307,114
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Figure 9-1: Proposed Revenue Adjustments  

 
 

Figure 9-2 graphically illustrates the Operating Financial Plan. It compares existing and proposed 

revenues with projected expenses.  The expenses represent O&M expenses (dark blue stacked bars) 

and reserve funding (red stacked bars). Total revenues at existing and proposed rates are shown by 

the horizontal black and blue lines, respectively. Current revenue from existing rates, in black, does 

not meet future total expenses (inclusive of reserve funding) and shows the need for revenue 

adjustments. The decrease in revenues in FY 2016-2018 is from phasing out of payments from SCE 

which contribute to non-rate revenues.  

 

Figure 9-2: Proposed Operating Financial  Plan 
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Figure 9-3 ÓÈÏ×Ó ÔÈÅ 7ÁÓÔÅ×ÁÔÅÒ %ÎÔÅÒÐÒÉÓÅȭÓ ÅÎÄÉÎÇ ÂÁÌÁÎÃÅ ÂÙ ÆÉÓÃÁÌ ÙÅÁÒȢ 4ÈÅ ÒÅÄ ÂÁÒÓ ÉÎÄÉÃÁÔÅ 

the ending balance, while the green line indicates the target balance. The red dots indicate when the 

enÔÅÒÐÒÉÓÅȭÓ ÅÎÄÉÎÇ ÂÁÌÁÎÃÅ ÉÓ ÂÅÌÏ× ÔÈÅ ÔÁÒÇÅÔ ÂÁÌÁÎÃÅ ÁÎÄ ÉÔÓ ÃÏÒÒÅÓÐÏÎÄÉÎÇ ÖÁÌÕÅȢ 

 

Figure 9-3: Proposed Enterprise Ending Fund Balance  

 
 

Figure 9-4 ÓÈÏ×Ó ÔÈÅ 7ÁÓÔÅ×ÁÔÅÒ %ÎÔÅÒÐÒÉÓÅȭÓ ÐÒÏÊÅÃÔÅÄ ÁÎÎÕÁÌ #)0 ÓÐÅÎÄÉÎÇ ÁÎÄ ÔÈÅ ÓÏÕÒÃÅ ÏÆ ÔÈÅ 

funding. Blue bars indicate property tax funded capital and the blue line represents the annual debt 

service amount (paid by the Wastewater Replacement Fund 23). The gold dots indicate the total 

value of CIP in a given year.  

 

Figure 9-4: Proposed Capital Replacement Funding  

 
 

 












