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EXECUTIVE SUMMARY 

The East Valley Water District (District) retained HDR Engineering, Inc. (HDR) to prepare this 
rate study in order to evaluate the additional funding needed for some key capital 
improvement projects, estimate the related rate adjustments, and evaluate both the projected 
rates and the rate structure designs to comply with Proposition 218 requirements that rates be 
fair and equitable. 

As a result of this study, rate increases for both water and sewer utilities are recommended.  
HDR has worked collaboratively with the District staff and Board regarding the magnitude and 
timing of the rates shown in Figure ES-1 and Figure ES-2: 

Single-Family Water Rates Current 
2009 Rates 

Proposed Rates 
FY'10-11 FY'11-12 2 FY'12-13 2 

Fixed Monthly Charges1 
Single-Family $10.45 $11.54 $12.58 $13.71 

Volume Charges 
Per hcf $1.35 $1.49  $1.62 $1.77 

Alternative (3-Tier) Single-Family Residential Volume Charges 

Tier 1 = 0 to 15 hcf/mo. $1.35 $1.38 $1.50 $1.64 
Tier 2 =  >15 to 34 hcf/mo.  NA  $1.55 $1.68 $1.84 
Tier 3 = >34 hcf/mo.  NA  $1.93 $2.11 $2.30 

1. Assumes a 5/8-3/4" meter. Larger meters are higher. 
   2. Adjusted from previous year by an across-the-board percent adjustment. 

  Figure ES-1 – Proposed Water Rates 

Sewer Customer 
Classes 

Current Rates FY'10-11 FY'11-12 2 FY'12-13 2 
Fixed 

Monthly, 
per 

account 

Volume-
Based 
($/hcf) 

Fixed 
Monthly, 

per 
account 

Volume-
Based 
($/hcf) 

Fixed 
Monthly, 

per 
account 

Volume-
Based 
($/hcf) 

Fixed 
Monthly, 

per 
account 

Volume-
Based 
($/hcf) 

Flat-Rate Customers1 
Single Family Residential $26.09  -- $28.93  -- $30.09  -- $31.36  -- 
Volume-Based Customers1 
Multiple Family Residential $2.10  $1.42  $5.28  $1.41  $5.58  $1.45  $5.90  $1.50  
Commercial (Retail) $2.10  $2.34  $5.28  $2.36  $5.58  $2.40  $5.90  $2.45  
1. Rates for "West of Boulder Ave." -- "East of Boulder Ave." rate are $2.00/mo. higher for single-family and $0.09/hcf for commercial. 
2. Proposed rates consist of current "City" rates plus previous year's "District" rates adjusted by an across-the-board percent adjustment. 

Figure ES-2 – Proposed Sewer Rates 

The remainder of this report summarizes the rate study methodology, the assumptions used in 
evaluating future revenue requirements and rates, and the recommendations regarding the 
actions the District should take to maintain the financial health of these utilities. 
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SECTION 1 - INTRODUCTION 

Overview of the Rate Analyses 

As a part of these water and sewer rate studies, HDR evaluated current customer classes and 
rate structures with the intent of improving the efficiency and equity of the rates, but also 
focused on options that are administratively feasible and meet the District’s overall objectives.  
HDR’s approach included forecasting revenues and expenditures, developing net revenue 
requirements, performing cost-of-service rate analyses, and recommending new rates.  This 
report presents an overview of the results of these rate studies.  

Key Objectives 

Although the District’s over-riding objective is to provide customers with a safe and reliable 
water supply at a fair and cost-effective price, the District has a number of more specific 
objectives to consider in developing its water and sewer rates, including: 

 Providing revenues that are sufficient and stable 

 Developing rates that are equitable and fair to water and sewer customers 

 Adequately funding repair and replacement (R&R) and capital improvement projects 

 Maintaining adequate financial health, including sufficient reserves, meeting debt service 
coverage ratios, and observing appropriate financial management policies 

HDR believes this study and our recommendations meet these key objectives 

Rate Design Criteria and Considerations 

Several criteria should be considered in setting rates and developing sound rate structures.  The 
fundamentals of this process have been documented in a number of rate setting manuals; 
although, the foundation for evaluating rate structures is generally credited to James C. 
Bonbright in the Principles of Public Utility Rates.1

 Rates should be easy to understand from the customer’s perspective 

  This manual outlines pricing policies, theories, 
and economic concepts along with various rate designs.  A simplified list of the attributes of a 
sound rate structure, which apply to both water and sewer rates, is provided below: 

 Rates should be easy to administer from the utility’s perspective 

 Rates should promote the efficient allocation of the resource 

 Rate should be equitable and non-discriminating (i.e., cost based) 

                                                 
1 James C. Bonbright; Albert L. Danielsen and David R. Kamerschen, Principles of Public Utility Rates, (Arlington, VA: Public 
Utilities Report, Inc., Second Edition, 1988), p. 383-384. 
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 There should be continuity in the rate making philosophy over time 

 Other utility policies should be considered (e.g., encouraging conservation, economic 
development, etc.) 

 Rates should consider the customer’s ability to pay 

 Rates should provide revenue stability from month to month and year to year 

Many rate economists and regulatory agencies, including HDR, feel the cost-based attribute 
should be of primary importance in guiding utilities on rate structure and policy issues.  For a 
number of reasons (i.e., drought, population growth, and infrastructure deficiencies), California 
water utilities are also encouraged to emphasize water conservation and reducing their average 
long-term per-capita usage. 

It is important for water utilities to send proper price signals to its customers about the actual 
cost of their water usage, and likewise sewer costs.  This objective may be approached through 
both the magnitude of the rates and design of the rate structure.  In other words, both the 
amount of revenue collected (i.e., $10.0 million per year) and the way in which the revenue is 
collected from the customers are important. 

Proposition 218 

Proposition 218, which was adopted in 1996 and dubbed the “citizen’s right to vote on new 
taxes,” provides the opportunity for the public to vote on changes to any “property-related 
fees.”  Following passage of this law, various court decisions have defined water and sewer 
service charges to be property-related fees.2

Proposition 218 essentially requires a utility to provide public notification of proposed rate 
changes, inform property owners/customers of the protest mechanism and the time frame for 
response, and provide a public hearing on the proposed rates.  The public hearing must be held 
“not less than 45 days after the mailing of the notice.”  The District should consult their legal 
counsel regarding the details of their notification, protest ballots, and public hearing process. 

  Even if proposed service charges are revenue-
neutral (i.e., not intended to increase the overall amount of revenue collected), a change in the 
rate structure (e.g., from a uniform rate to a multi-tiered rate for single family residential 
customers) is subject to compliance with Proposition 218 mandates. 

Rate Structure Terminology 

Some basic terminology related to rate structures and rate designs is helpful in understanding 
this rate study.  Although other water utilities across California and the U.S. use a wide variety 
of structures today, in reality, they are all based upon a few basic rate design concepts.  A brief 
discussion of these basic rate design concepts is provided below.  

                                                 
2 For example, Bighorn-Desert View Water Agency v. Verjil (2006), Richmond v. Shasta Community Services 
District (2004), and Apartment Association of Los Angeles County, Inc. v. City of Los Angeles (2001). 
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The starting point in considering rate structures is the relationship between fixed costs and 
variable costs.  Fixed costs typically do not vary with the amount of water produced or the 
amount of effluent handled by a sewer system.  Debt service is an example of a fixed cost.  In 
contrast, variable costs tend to change with the quantity of water produced (or effluent 
handled), such as the cost of chemicals and electricity.  Most rate structures contain a fixed or 
minimum charge, and a volumetric charge. 

Fixed Charges 

Fixed charges can be called base charges, minimum 
charges, customer charges, meter charges, etc.  Although 
fixed charges are typically a significant percentage of the 
utility’s overall cost structure, utilities rarely collect 100% 
of their fixed costs through fixed charges.  However, 
customers generally prefer to be charged on a volumetric basis. 

A 2007 survey conducted by the California-Nevada Section of the American Water Works 
Association (AWWA)3 indicated that 96% of the water utilities surveyed had some form of fixed 
charge, with the median fixed charge being $13.86/month.4

Fixed charges for water utilities typically increase by meter size.  For example, a customer with 
a 2" meter may have a fixed meter charge that is eight times greater than the 5/8” or 3/4” meter 
charges based on the meter’s safe operating capacity.

  At a minimum, most fixed charges 
reflect the cost of meter reading, billing/accounting, and collection costs.  

5

The District’s fixed monthly charges for water are a combination of administrative costs (e.g., 
meter reading and billing) plus capacity-related costs that increase with meter size.  Fixed 
charges for single-family sewer customers include essentially all their costs rolled into a 
monthly “flat rate,” whereas non-residential sewer customers are charged a much smaller fixed 
charge for a minimal level of administrative costs. 

  Because a large portion of water utilities’ 
costs are typically related to meeting capacity requirements, reflecting individual demands for 
capacity are important in establishing rates for customers.  

Variable (Consumption) Charges 

In contrast, variable costs tend to change with the quantity of water produced (or effluent 
handled), such as the cost of chemicals and electricity.  For a water utility, variable charges are 
generally based on metered consumption and charged on a dollar-per-unit cost (one-thousand 
gallons in the City’s case).  They generally take the form of four basic rate structures:  a 

                                                 
3 California-Nevada AWWA and Raftelis Financial Consultants, Inc., California-Nevada Water Rate Survey, (2007). 
4 Ibid. P. 6. 
5 American Water Works Association, Principles of Water Rates, Fees and Charges – M1 Manual, p. 202. 

“Although other water 
utilities across California and 
the U.S. use a wide variety of 
structures today, in reality, 

they are all based upon a few 
basic rate design concepts.” 
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uniform charge;  a declining block charge;  inverted (increasing) block charge; and  
seasonal charges, as seen in Figure 1. 

Figure 1 – Overview of Variable Charge Water Rate Structures 

 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

Figure 1 also illustrates the significant variation in the basic philosophy of each of these variable 
charge rate structures.  Under a uniform rate structure, the cost per unit does not change with 
consumption, and provides a simple and straightforward approach from the perspective of 
customer understanding and rate administration/billing.  

In contrast, the declining block rate structure is more complex, since both the number of blocks 
(e.g., three stepped blocks) and size of the blocks (e.g., 0 to 10,000 gallons) can vary.  However, 
the number of blocks6

                                                 
6 “Blocks” or “Consumption Blocks” is used in a declining block or inverted block rate structure and refers to the amount of 
consumption allowed before the price changes to a succeeding price block. The initial block refers to the first price block (e.g., 0 
to 5,000 gallons). The tail block refers to the last price block (e.g., all usage over 5,000 gallons). 

 should be reasonable (i.e., two to five blocks) for both of simplicity and 
ease of administration.  A declining block rate structure implies there are certain economies of 
scale with additional consumption, and do not necessarily entail a “volume discount.” 

UNIFORM RATE STRUCTURE 
The cost per unit of consumption under a uniform 
rate structure does not increase or decrease with 

additional units of consumption. 

Usage 

Per 
Unit 
Cost 

DECLINING BLOCK RATE STRUCTURE 
The cost per unit of consumption under a declining 
block rate structure decreases with additional units 

of consumption. 

Usage 

Per 
Unit 
Cost 

INVERTED BLOCK RATE STRUCTURE 
The cost per unit of consumption under an inverted 
block rate structure increases with additional units 

of consumption. 

Usage 

Per 
Unit 
Cost 

SEASONAL RATE STRUCTURE 
The cost per unit of consumption under a 

seasonal rate structure changes with time periods. 
The peak is the most expensive time period. 

Usage 

Per 
Unit 
Cost 

Non–Peak 

Peak Season 
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An inverted (increasing or tiered) block rate structure attempts to send a price signal to 
consumers that their consumption costs more as more water is consumed.  Finally, a seasonal 
rate structure is a form of a time-differentiated rate structure in which water consumed in the 
summer is priced higher than winter water consumption.  This structure typically reflects the 
higher costs associated with peak period usage when water supplies may be constrained. 

Figure 2 provides a comparison of the volumetric rate structures, as surveyed by the California-
Nevada AWWA 2007 Water Rate Survey. 

Figure 2 - Summary of Volumetric Water Rate Structure Survey 

 
 
 

This figure indicates that inclining (inverted/tiered) rate structures are the most predominate, 
followed by the uniform rate structure.  However, across the U.S., volumetric rate structures are 
roughly split equally among inclining, declining, and uniform rate structures.  The 
predominance of inclining block rate structures in California reflects water resource constraints 
and California’s focus on conservation and efficient use.  

The rate structures noted above may be combined to form different rate structures.  As an 
example, a seasonal inverted block rate structure combines the seasonal rate structure concept 
with the inverted block rate structure.  A more recent innovation in water rate design is the 
concept of a water budget rate structure, which is a form of an inverted block structure where 
the block sizes are tailored for each individual customer.  The water budget allocation may be 
based upon one or several of the following: 

 Lot size or size of landscaped area 

 Number of occupants 

 Type and size of business 

 The type of land use (i.e., residential, 
landscape, and commercial) 

 Evapotranspiration rate for the billing 
period. 

Inclining, 55%

Declining, 2%

Uniform, 34%

Other/Not 
Reported, 9%
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It should be noted that water budgets have had limited implementation within the water utility 
industry to date, primarily because of the administrative complexity and billing system 
software issues.7

Current Industry Thinking and Trends 

  Because of this, District staff and HDR have not considered water budgets. 

The California Urban Water Conservation Council 
(CUWCC) was created to increase efficient water use across 
California.  CUWCC’s goal is to integrate urban water 
conservation Best Management Practices (BMPs) into the 
planning and management of California’s water 
agencies/utilities. 

CUWCC notes that there currently is no industry 
benchmark to determine whether or not a water utility’s rate structure is conservation-oriented.  
However, CUWCC’s best management practices on pricing (BMP 11) define a conservation-
based rate structure as one that, “…provides economic incentives (a price signal) to customers 
to use water efficiently.”  It also notes the following volumetric rate designs are potentially 
consistent with this definition: 

 Uniform rate in which the volumetric rate is constant regardless of the quantity 
consumed. 

 Seasonal rates in which the volumetric rate reflects seasonal variation in water delivery 
costs. 

 Tiered rates in which the volumetric rate increases as the quantity used increases. 

 Allocation-based [water budget] rates in which consumption tiers and respective 
volumetric rates are based on water use norms and water delivery costs established by 
the utility. 

In essence, the CUWCC recommends using, “A quantifiable performance target of 70% that 
defines a minimum percentage of water sales revenue from volumetric rates.”8

                                                 
7 For example, while the Irvine Ranch Water District has had water budget rates since 1991, only a handful of other 
municipalities in California have adopted this rate structure since then. 

 

8 Revising BMP 11 (Conservation Pricing), Memo to All Signatories to the MOU, from CUWCC Executive Director, April 9, 2007. 

“The CUWCC was created to 
increase efficient water use 
across California. CUWCC’s 

goal is to integrate urban 
water conservation BMPs 

into the planning and 
management of California’s 

water agencies/utilities.” 
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SECTION 2 - WATER RATE STUDY 

As background to this analysis, we note that any comprehensive utility rate study typically 
analyzes the three components shown in Figure 3:  the overall revenue requirements of the 
utility;  the cost to serve each customer class; and, finally,  the appropriateness of the rate 
structure design.  

Figure 3 – Overview of Rate Study Components 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

This water rate analysis provides these three components, but we note that the design of the 
water rates incorporated additional factors, such as an overall rate philosophy that emphasizes 
revenue stability, equity among different types of customers, and a greater level of water 
conservation (i.e., efficient use).  

HDR has developed this water rate analysis using the District’s current rate structure, as well as 
an inclining block rate structure for single-family customers consisting of three consumption 
tiers.  Both the adjusted current rate structure and the three-tiered structure were determined 
based on industry standards and cost-of-service principles.  The following are some of the basic 
components included in this analysis: 

 Unit Costs:  The water revenue requirements were “functionalized” into three categories, 
including (1) customer service costs; (2) fixed capacity costs; and (3) variable (or volume-
based) costs.  Unit costs for each of these functions were determined based on allocations 
to functional areas, water consumption, and number of accounts by meter size and 
customer class.9

 Revenue Requirements by Customer Class:  The total revenue that should be collected 
from each customer class was determined using the unit costs and the total units that 

 

                                                 
9 The California Urban Water Conservation Council recommends recovering 70 percent of rate revenue through volume-based 
rates. However, water utilities generally develop their own policy and conservation objectives. 

Revenue Requirement 
Analysis 

Cost-of-Service 
Analysis 

Rate Design Analysis 

Compares the sources of funds (revenues) to the 
expenses of the utility to determine the overall 
sufficiency of current rates and determine the future 
rate adjustments needed. 

Allocates the revenue requirements to the various 
customer classes of service in a “fair and equitable" 
manner and ensures rates meet Proposition 218 
requirements. 

Considers how fixed charges and volume-based rates 
are designed to collect the target level of revenues. 
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each class uses.  For example, customer costs are allocated based on number of accounts, 
while volume-related costs are allocated based on the water consumption for each class 
by meter size. 

 Fixed vs. Variable Costs and Rates:  The revenue requirements for each customer class 
are collected through a combination of fixed monthly charges and variable rates.  Fixed 
costs, such as customer service, billing, and general administrative costs, are typically 
collected through a fixed monthly charge, while pumping costs and water supply are 
typically collected through volume charges.  However, more aggressive water 
conservation goals would necessitate a higher percentage of costs being allocated to 
variable (volume-based) charges. 

The fixed and volume-based charges were calculated based on the net revenue requirements, 
number of customer accounts, water consumption, and other District-provided information.  
Figure 4 summarizes the recommended water rates resulting from this cost-of-service rate 
analysis.10  

Type of Water Rate Current 
2009 Rates 

Proposed Rates 
FY'10-11 FY'11-12 2 FY'12-13 2 

Total Fixed Monthly 
Charges1   Rate   % Incr. Rate   % Incr. Rate   % Incr. 
5/8" Meter $10.45 $11.54 10% $12.58 9% $13.71 9% 
3/4" Meter $10.45 $11.54 10% $12.58 9% $13.71 9% 
1" Meter $14.63 $17.56 20% $19.14 9% $20.87 9% 
1 1/2" Meter $18.81 $32.49 73% $35.41 9% $38.60 9% 
2" Meter $30.30 $74.47 146% $81.17 9% $88.48 9% 
3" Meter $114.94 $137.40 20% $149.77 9% $163.25 9% 
4" Meter $146.29 $227.30 55% $247.76 9% $270.06 9% 
6" Meter $219.44 $452.06 106% $492.74 9% $537.09 9% 
8" Meter $303.04 $721.76 138% $786.72 9% $857.52 9% 

Volume Charge               
Per hcf $1.35 $1.49  10% $1.62 9% $1.77 9% 
Alternative Single-Family Residential Volume Charges 
Tier 1 = 0 to 15 hcf/mo. $1.35 $1.38 2.0% $1.50 9% $1.64 9% 
Tier 2 =  >15 to 34 hcf/mo.  NA  $1.55 NA $1.68 9% $1.84 9% 
Tier 3 = >34 hcf/mo.  NA  $1.93 NA $2.11 9% $2.30 9% 
1.  FY'10-11 Fixed Monthly Charges include customer charges of $2.71 plus a capacity charge based on meter size. 
2. Adjusted from previous year by an across-the-board percent adjustment. 

Figure 4 - Summary of Proposed Water Rates 

                                                 
10 The percent increases in FY’10-11 indicate the changes from current rates, and reflect the combination of administrative costs 
(e.g., meter reading and billing) and the hydraulic capacity of each meter size, whereas FY’11-12 and ’12-13 are “across-the-
board” increases of the previous year’s rates. 
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 Figure 5 - Summary of the Revenue Requirements for Water Rate Study 

In light of these requirements, and after consulting with District staff and holding a workshop 
with the District Board, HDR proposes the District adopt an overall increase in the water rate 
revenue of 3% for year 2010/11 and 9% in the following two years.12

                                                 
12 More specifically, this means a 3% increase in FY’10-11 water rate revenue. Although individual rates in FY’10-11 will be 
different than 3% due to cost of service adjustments between customer classes, rates in FY’11-12 and FY’12-13 will then 
increase “across-the-board” (i.e., uniformly) by 9%. 

 

Budget
FY 09/10 FY 10/11 FY 11/12 FY 12/13

Source of Supply 655,000$            666,500$           679,800$           694,800$           
Pumping 3,016,300$         3,067,800$        3,126,500$        3,192,700$        
Water Treatment 1,635,700$         1,987,300$        2,026,300$        2,068,100$        
Transmission and Distribution 1,453,100$         1,686,100$        1,937,100$        2,209,000$        
Customer Accounts 476,250$            481,700$           490,700$           503,400$           
General and Administrative 4,618,510$         4,539,800$        4,609,900$        4,696,400$        
Capital Improvements (Cash-funded) 1,416,500$         755,000$           1,230,000$        895,000$           
Add'l. O&M for New Plants (134 &150) -$                   -$                  -$                  250,000$           
Net Debt Service 2,648,031$         2,838,503$        3,038,828$        3,185,285$        
Total Expenses 15,919,391$       16,022,703$      17,139,128$      17,694,685$      

Annual % Increase in Expenses -- 1% 7% 3%
Less: Miscellaneous Revenues 427,962$            407,882$           408,810$           410,774$           

Net Rate Revenue Requirement 15,491,429$  15,614,821$  16,730,318$  17,283,911$  

Current Rate Revenues 15,287,600$      15,287,600$     15,287,600$     15,364,038$     

Proposed Rate Adjustment 0% 3.0% 9.0% 9.0%

Additional Rate Revenue from Increase1 -$                   229,314$           1,167,208$        2,302,402$        
Surplus/(Deficiency)  w/o Increases (203,829)$          (327,221)$         (1,442,718)$      (1,919,873)$      
Adjusted Surplus/(Deficiency) with Increases (203,829)$          (97,907)$           (275,509)$         382,529$           
Total Annual Rate Revenue (Adjusted) 15,287,600$  15,516,914$  16,454,808$  17,666,440$  

Rate Stabilization Reserve -$                   800,000$           800,000$           1,050,000$        
Minimum 15% of Rate Revenue 2,293,000$        2,328,000$       2,468,000$       2,650,000$       
Operating Reserve 2,021,171$         1,145,264$        888,754$           1,037,283$        
Target (25% of Operating Expenses 2 ) 2,964,000$        3,107,000$       3,218,000$       3,404,000$       
Replacement Reserve 1,608,000$         1,208,000$        1,008,000$        708,000$           

Ending Balance - All Reserves 3,629,171$    3,153,264$   2,696,754$   2,795,283$   

  Before Rate Adjustment 1.46 1.15 0.93 0.68
  After Proposed Rate Adjustment 1.46 1.23 1.31 1.40
1. Reflects an Oct. 1 implementation date. HDR estimates only 50% of the additional revenue will be collected in the year of the rate increase.
2. 25% of operating expenses, excluding debt service and cash-funded CIP.

Projected Revenue Requirements

Expenses

Ending Reserve Balances

Debt Service Coverage Ratio
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Comparison of Current and Proposed Water Rate Structures 

The process of designing water rates provides the opportunity to incorporate a number of rate-
design objectives and policies, including revenue stability, equity among customer classes, and 
water conservation.  However, this rate structure design process should also consider and 
reflect the District’s water consumption patterns.13

All metered accounts, regardless of customer class, are charged a fixed rate based on meter size, 
plus a variable rate based on water consumption, as previously shown in Figure 4.  The most 
recent consumption data for the District by customer class is summarized in Figure 6, while 
Figure 7 compares the total annual consumption by customer class.  Figure 8 provides a 
comparison of the number of accounts by customer class. 

  

 

 
Figure 6 – Water Consumption by Customer Class 

 

                                                 
13 District staff has noted that total monthly water consumption the last several months has been considerably lower than typical. 
This is likely due to higher than average winter/spring rainfall, but could also be reflective of the general overall economic 
slowdown in California and the region. 
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Figure 7 - Percent of Water Consumption by Customer Class 

 

 
Figure 8 – Number of Accounts by Customer Class 

These three figures illustrate importance of the District’s single-family residential (SFR) 
customers in terms of total number of customers and total revenue, and indicate that most water 
system facilities are used in serving single-family customers.  They also illustrate that single-
family customers have significant summer-time peaking requirements compared to the other 
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customer classes.  HDR has reflected these factors in this analysis, particularly in the alternative 
three-tiered rate structure for single-family customers. 
The following subsections present comparisons of the current and proposed rate structures for 
each customer class.  Projected rates after FY’10-11 assume an across-the-board rate increase 
based on the recommended percent increases each year, as previously shown in Figure 4.  More 
detailed tables on the development of the proposed water rates are documented in Appendix A. 

Single Family Residential (SFR) 

The District currently charges single-family customers a monthly fixed charge ranging from 
$10.45 to $30.30, depending on meter size.14

Current and proposed single-family water rates were summarized in Figure 4.  HDR has 
developed two rate structure alternatives for the District to consider.  These alternatives are: 

  Current volume charges are $1.35/hundred cubic 
feet (hcf) for all customers, including single-family. 

 Updating the District’s current uniform (single-tier) rate structure 

 Adopting a three-tier inclining block rate structure 

The pros and cons of these two alternatives are presented in Figure 9. 

Figure 9 - Pros and Cons of Rate Structure Alternatives 

Rate Structure 
Alternative Pros Cons 

Current 
Uniform Rate 
Structure 

• Provides more rate stability. 
• Is easier to administer and 

understand. 

• Puts a lower priority on water 
conservation. 

Three-Tier 
Inclining Block 
Rate Structure 

• Provides greater water 
conservation. 

• Can result in lower operating costs 
in the short and long-run. 

• Requires a change in billing procedures. 
• Will need to be explained to customers. 
• Since revenue is tied more closely with 

water consumption, can increase the risk 
of revenue instability in the short-run. 

Design Factors for Three-Tier  Rates 
HDR has developed the three-tiered rates for single-family customers with “break-points” that 
define three levels of residential consumption.  These levels are based on the following 
rationale: 

 Tier 1:  This first tier is intended to include average domestic (indoor) water use, and, 
therefore, excludes landscape and other outside uses.  Indoor usage is typically defined 

                                                 
14 $10.45 is for a 5/8 or 3/4-inch meter, while $14.63 is for a 1-inch meter. There are also a small number of larger single-family 
meters with higher charges. 
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APPENDIX A – WATER RATE STUDY SUMMARY TABLES 

  



 

  

EAST VALLEY WATER DISTRICT
WATER RATE STUDY
EXHIBIT 1A
SUMMARY OF SOURCES & USES OF FUNDS

FY 09/10 FY 10/11 FY 11/12 FY 12/13

Water Revenues (Service Charges) 15,287,600$    15,287,600$    15,287,600$    15,364,038$    
Miscellaneous Revenues 427,962 407,882 408,810 410,774
Total Revenues 15,715,562$    15,695,482$    15,696,410$    15,774,812$    

Operations and Maintenance 6,760,100$      7,407,700$      7,769,700$      8,414,600$      
Customer Accounts/Service 476,250 481,700 490,700 503,400
General and Administrative 4,618,510 4,539,800 4,609,900 4,696,400
Total Application of Funds 11,854,860$    12,429,200$    12,870,300$    13,614,400$    

Net Debt Service 2,648,031$      2,838,503$      3,038,828$      3,185,285$      

Capital Projects 1,416,500$      755,000$         1,230,000$      895,000$         
Total CIP from Rates 1,416,500$      755,000$         1,230,000$      895,000$         

Total Revenue Requirements 15,919,391$ 16,022,703$ 17,139,128$ 17,694,685$ 
Surplus/(Deficiency) (203,829)$        (327,221)$        (1,442,718)$     (1,919,873)$     

As % of Rates (District/Collection System) -1.3% -2.1% -9.4% -12.5%

Water Utility Funds
Projected Budgets and Rate Increases

Uses of Funds 

CIP from Rates

Sources of Funds



  

EAST VALLEY WATER DISTRICT
WATER RATE STUDY
EXHIBIT 1
SUMMARY OF THE REVENUE REQUIREMENTS

Budget
FY 09/10 FY 10/11 FY 11/12 FY 12/13 FY 13/14 FY 14/15 FY 15-16 FY 16-17 FY 17-18 FY 18-19 FY 19-20

Source of Supply 655,000$            666,500$           679,800$           694,800$           710,300$           726,000$           742,100$           758,700$           775,500$           792,700$           810,200$           
Pumping 3,016,300$         3,067,800$        3,126,500$        3,192,700$        3,260,600$        3,329,900$        3,400,700$        3,473,100$        3,547,100$        3,623,000$        3,700,600$        
Water Treatment 1,635,700$         1,987,300$        2,026,300$        2,068,100$        2,110,700$        2,154,300$        2,198,800$        2,244,200$        2,290,600$        2,338,000$        2,386,400$        
Transmission and Distribution 1,453,100$         1,686,100$        1,937,100$        2,209,000$        2,491,300$        2,784,300$        2,847,500$        2,912,300$        2,978,900$        3,047,200$        3,117,500$        
Customer Accounts 476,250$            481,700$           490,700$           503,400$           516,400$           529,800$           543,500$           557,600$           572,100$           587,000$           602,300$           
General and Administrative 4,618,510$         4,539,800$        4,609,900$        4,696,400$        4,784,600$        4,874,700$        4,967,000$        5,061,600$        5,158,100$        5,257,000$        5,358,300$        
Capital Improvements (Cash-funded) 1,416,500$         755,000$           1,230,000$        895,000$           299,000$           1,350,000$        775,000$           775,000$           775,000$           775,000$           775,000$           
Add'l. O&M for New Plants (134 &150) -$                   -$                  -$                  250,000$           255,000$           260,100$           265,300$           270,600$           276,000$           281,500$           287,100$           
Net Debt Service 2,648,031$         2,838,503$        3,038,828$        3,185,285$        3,614,468$        3,898,606$        3,196,030$        3,252,365$        3,256,534$        3,264,595$        3,558,307$        
Total Expenses 15,919,391$       16,022,703$      17,139,128$      17,694,685$      18,042,368$      19,907,706$      18,935,930$      19,305,465$      19,629,834$      19,965,995$      20,595,707$      

Annual % Increase in Expenses -- 1% 7% 3% 2% 10% -5% 2% 2% 2% 3%
Less: Miscellaneous Revenues 427,962$            407,882$           408,810$           410,774$           412,751$           415,779$           418,836$           421,925$           425,044$           428,195$           431,376$           

Net Rate Revenue Requirement 15,491,429$  15,614,821$  16,730,318$  17,283,911$  17,629,617$  19,491,927$  18,517,094$  18,883,540$  19,204,790$  19,537,800$  20,164,331$  

Current Rate Revenues 15,287,600$      15,287,600$     15,287,600$     15,364,038$     15,440,858$     15,595,267$     15,751,219$     15,908,732$     16,067,819$     16,228,497$     16,390,782$     

Proposed Rate Adjustment 0% 3.0% 9.0% 9.0% 2.0% 2.0% 2.0% 2.0% 0.0% 0.0% 0.0%

Additional Rate Revenue from Increase1 -$                   229,314$           1,167,208$        2,302,402$        3,832,697$        4,260,350$        4,704,036$        5,164,273$        5,215,916$        5,268,075$        5,320,756$        
Surplus/(Deficiency)  w/o Increases (203,829)$          (327,221)$         (1,442,718)$      (1,919,873)$      (2,188,759)$      (3,896,661)$      (2,765,874)$      (2,974,809)$      (3,136,971)$      (3,309,303)$      (3,773,548)$      
Adjusted Surplus/(Deficiency) with Increases (203,829)$          (97,907)$           (275,509)$         382,529$           1,643,938$        363,689$           1,938,162$        2,189,464$        2,078,945$        1,958,772$        1,547,207$        
Total Annual Rate Revenue (Adjusted) 15,287,600$  15,516,914$  16,454,808$  17,666,440$  19,273,555$  19,855,616$  20,455,256$  21,073,005$  21,283,735$  21,496,572$  21,711,538$  

Rate Stabilization Reserve -$                   800,000$           800,000$           1,050,000$        1,300,000$        1,550,000$        2,050,000$        2,550,000$        3,193,000$        3,224,000$        3,257,000$        
Minimum 15% of Rate Revenue 2,293,000$        2,328,000$       2,468,000$       2,650,000$       2,891,000$       2,978,000$       3,068,000$       3,161,000$       3,193,000$       3,224,000$       3,257,000$       
Operating Reserve 2,021,171$         1,145,264$        888,754$           1,037,283$        2,448,221$        2,585,910$        3,740,000$        3,820,000$        3,900,000$        3,980,000$        4,070,000$        
Target (25% of Operating Expenses 2 ) 2,964,000$        3,107,000$       3,218,000$       3,404,000$       3,532,000$       3,665,000$       3,741,000$       3,820,000$       3,900,000$       3,982,000$       4,066,000$       
Replacement Reserve 1,608,000$         1,208,000$        1,008,000$        708,000$           308,000$           (192,000)$         (383,928)$         757,537$           1,656,482$        3,056,253$        4,042,461$        

Ending Balance - All Reserves 3,629,171$    3,153,264$   2,696,754$   2,795,283$   4,056,221$   3,943,910$   5,406,072$   7,127,537$   8,749,482$   10,260,253$  11,369,461$  

  Before Rate Adjustment 1.46 1.15 0.93 0.68 0.48 0.35 0.38 0.32 0.27 0.22 0.16
  After Proposed Rate Adjustment 1.46 1.23 1.31 1.40 1.54 1.44 1.85 1.91 1.88 1.84 1.65
1. Reflects an October 1 implementation date. HDR estimates only 50% of the additional revenue will be collected in the year of the rate increase.
2. 25% of operating expenses, excluding debt service and cash-funded CIP.

Projected Revenue Requirements

Expenses

Ending Reserve Balances

Debt Service Coverage Ratio



  

EAST VALLEY WATER DISTRICT
WATER RATE STUDY
EXHIBIT 2
RESERVE FUND BALANCES

Budget
FY 09/10 FY 10/11 FY 11/12 FY 12/13 FY 13/14 FY 14/15 FY 15-16 FY 16-17 FY 17-18 FY 18-19 FY 19-20

Rate Stabilization Fund
Beginning Reserve Balance  -$              -$             800,000$      800,000$      1,050,000$   1,300,000$   1,550,000$   2,050,000$   2,550,000$   3,193,000$   3,224,000$   

Plus:  Transfer from Operating Reserve 800,000$      -$                 250,000$      250,000$      250,000$      500,000$      500,000$      643,000$      31,000$        33,000$        
Less:  Funds Used for Rate Stabilization -$              -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 
Ending Rate Stabilization Reserve Balance -$              800,000$      800,000$      1,050,000$   1,300,000$   1,550,000$   2,050,000$   2,550,000$   3,193,000$   3,224,000$   3,257,000$   
Minimum 15% of Rate Revenue 2,293,000$    2,328,000$   2,468,000$   2,650,000$   2,891,000$   2,978,000$   3,068,000$   3,161,000$   3,193,000$   3,224,000$   3,257,000$   

Operating Reserves
Beginning Reserve Balance  2,225,000$    2,021,171$   1,145,264$   888,754$      1,037,283$   2,448,221$   2,585,910$   3,740,000$   3,820,000$   3,900,000$   3,980,000$   

Surplus/(Deficiency) from Operations (203,829)$      (97,907)$       (275,509)$     382,529$      1,643,938$   363,689$      1,938,162$   2,189,464$   2,078,945$   1,958,772$   1,547,207$   
Plus:  Interest Earnings (for all reserves) -$              22,000$        19,000$        16,000$        17,000$        24,000$        24,000$        32,000$        43,000$        52,000$        62,000$        
Less:  Transfers to Stabilization Fund (800,000)$     -$             (250,000)$     (250,000)$     (250,000)$     (500,000)$     (500,000)$     (643,000)$     (31,000)$       (33,000)$       
Less: Transfers to R&R Reserve -$                 -$                 -$                 -$                 -$                 -$                 (308,072)$     (1,641,464)$  (1,398,945)$  (1,899,772)$  (1,486,207)$  

Ending Operating Reserve Balance 2,021,171$    1,145,264$   888,754$      1,037,283$   2,448,221$   2,585,910$   3,740,000$   3,820,000$   3,900,000$   3,980,000$   4,070,000$   
Target (3 months (25%) of Operating Expenses1) 2,964,000$    3,107,000$   3,218,000$   3,404,000$   3,532,000$   3,665,000$   3,741,000$   3,820,000$   3,900,000$   3,982,000$   4,066,000$   

Replacement Reserves
Beginning Reserve Balance2 1,736,000$    1,608,000$   1,208,000$   1,008,000$   708,000$      308,000$      (192,000)$     (383,928)$     757,537$      1,656,482$   3,056,253$   

Transfers from Operating Reserves -$                 -$                 -$                 -$                 -$                 -$                 308,072$      1,641,464$   1,398,945$   1,899,772$   1,486,207$   
Less: Uses of Funds for Replacement Projects (128,000)$      (400,000)$     (200,000)$     (300,000)$     (400,000)$     (500,000)$     (500,000)$     (500,000)$     (500,000)$     (500,000)$     (500,000)$     

Ending Replacement Reserve Balance 1,608,000$    1,208,000$   1,008,000$   708,000$      308,000$      (192,000)$     (383,928)$     757,537$      1,656,482$   3,056,253$   4,042,461$   

Ending Balance - All Reserves 3,629,171$    3,153,264$   2,696,754$   2,795,283$   4,056,221$   3,943,910$   5,406,072$   7,127,537$   8,749,482$   10,260,253$  11,369,461$  
1. 25% of operating expenses, excluding debt service and cash-funded CIP.

Projected Reserve Funds



  

EAST VALLEY WATER DISTRICT
WATER RATE STUDY
EXHIBIT 7
FUNCTIONAL COST ALLOCATIONS FOR FY 2010/2011

Expenses 
FY 10/11

Operating Expenses
Source of Supply 666,500$           -$              166,625$       499,875$       0% 25% 75%
Pumping 3,067,800$        -$              1,533,900$    1,533,900$    0% 50% 50%
Water Treatment 1,987,300$        -$              1,490,475$    496,825$       0% 75% 25%
Transmission and Distribution 1,686,100$        -$              1,686,100$    -$              0% 100% 0%
Customer Accounts 481,700$           481,700$       -$              -$              100% 0% 0%
General and Administrative 4,539,800$        453,980$       3,631,840$    453,980$       10% 80% 10%
Capital Projects (Cash-funded) 755,000$           -$              755,000$       -$              0% 100% 0%
Net Debt Service 2,838,503$        -$              2,128,877$    709,626$       0% 75% 25%

Total Revenue Requirement 16,022,703$      935,680$       11,392,817$  3,694,206$    6% 71% 23%
Less:  Miscellaneous Revenues (407,882)$          (23,819)$       (290,021)$      (94,041)$       6% 71% 23%
Net Revenue Requirement 15,614,821$      

Current Rate Revenue 15,287,600$      
Plus:  Revenue from Rate Increase1 458,628$           26,783$        326,104$       105,742$       6% 71% 23%

---------------- ---------------- ---------------- ---------------- ---------------- ---------------- ----------------
Total Rate Revenues after Proposed Rate Adjustment 15,746,228$      938,643$       11,428,900$  3,705,906$    6% 73% 24%

3.0%
Rate Revenue to be Collected

Rate Revenue Collected from Fixed Costs 3,779,095$        629,849$       3,149,246$    4.0% 20.0%
Rate Revenue Collected from Variable Costs 11,967,133$      11,967,133$  76.0%

---------------- ---------------- ---------------- ---------------- ---------------- ---------------- ----------------
Total Rate Revenue to be Collected 15,746,228$      629,849$       3,149,246$    11,967,133$  4.0% 20.0% 76.0%
Total Fixed Charge Revenue 3,779,095$       24% 21% Current Rates

Total Volume Charge Revenue 11,967,133$      76% 79% Current Rates

1. Reflects 12 months of rate increase, whereas Exhibit 1 reflects the smaller amount of revenue collected due to the October 1 implementation date.

Variable 
Costs

Customer 
Costs

Fixed 
Capacity

Variable 
Costs

Customer 
Costs

Fixed 
Capacity

Allocated Costs Percent Allocations



 

EAST VALLEY WATER DISTRICT
WATER RATE STUDY
EXHIBIT 8
PROPOSED MONTHLY FIXED METER SERVICE CHARGES FOR FY 2010/2011

5/8" 3/4" 1" 1 1/2" 2" 3" 4" 6" 8" Total

Accounts/Equivalent Meters
Single Family Residential 5,129 10,174 3,680 10 4 0 0 0 0 18,997
Commercial 61 428 282 178 252 47 19 14 9 1,290
Irrigation 1 37 85 52 112 14 2 0 0 303

---------------- ---------------- ---------------- ---------------- ---------------- ---------------- ---------------- ---------------- ---------------- ----------------
Total Accounts 5,191 10,639 4,047 240 368 61 21 14 9 20,590

Hydraulic Capacity Factor 1.0 1.0 1.7 3.3 8.0 15.0 25.0 50.0 80.0 --
Total Equivalent Meters 5,191 10,639 6,758 799 2,944 915 525 700 720 29,192

Monthly Fixed Service Charges
    Customer Costs ($/Acct/mo.) 2 2.55$           2.55$           2.55$           2.55$           2.55$           2.55$           2.55$           2.55$           2.55$           
    Capacity Costs ($/Acct/mo.) 3 8.99$           8.99$           15.01$          29.94$          71.92$          134.85$        224.75$        449.51$        719.21$        

---------------- ---------------- ---------------- ---------------- ---------------- ---------------- ---------------- ---------------- ----------------
    Monthly Fixed Meter Charge 11.54$          11.54$          17.56$          32.49$          74.47$          137.40$        227.30$        452.06$        721.76$        

Annual Revenue from Monthly Meter Charges
    Customer Costs 158,793$      325,448$      123,798$      7,342$          11,257$        1,866$          642$            428$            275$            629,849$      
    Capacity Costs 560,013$      1,147,752$   729,117$      86,219$        317,603$      98,712$        56,638$        75,517$        77,675$        3,149,246$   

---------------- ---------------- ---------------- ---------------- ---------------- ---------------- ---------------- ---------------- ---------------- ----------------
718,806$      1,473,200$   852,915$      93,561$        328,861$      100,578$      57,280$        75,945$        77,950$        3,779,095$   

Fixed Costs Allocated to Monthly Meter Charges
    Customer Costs 629,849$      
    Capacity Costs 3,149,246$   

----------------
    Total Monthly Fixed Costs $3,779,095
NOTES:
1 Source: "Water Meters - Selection, Installation, Testing, and Maintenance," AWWA, Manual M6, Fourth Edition, Table 5-3, Class I Turb ine Meters.
2 Customer costs are allocated to each customer by dividing the total customer costs by the total number of customers.
3 Capacity costs are allocated by meter size and the hydraulic capacity of the meter.

Meter Size
Cost Allocation Factor
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APPENDIX B – SEWER RATE STUDY SUMMARY TABLES 

  



EAST VALLEY WATER DISTRICT
SEWER RATE STUDY
EXHIBIT 1A
SUMMARY OF SOURCES & USES OF FUNDS

FY 09/10 FY 10/11 FY 11/12 FY 12/13

Collection Revenues (Service Charges) 3,535,000$        3,535,000$        3,535,000$        3,552,675$        
Miscellaneous Revenues 159,000 223,270 223,543 224,474
Total Revenues 3,694,000$        3,758,270$        3,758,543$        3,777,149$        

Wastewater Collection System 513,600$           677,100$           686,700$           699,400$           
Customer Accounts/Service 476,250 481,700 490,700 503,400
General and Administrative 1,948,090 1,974,500 2,006,800 2,045,400
Total Application of Funds 2,937,940$        3,133,300$        3,184,200$        3,248,200$        

Net Debt Service 259,718$      312,321$      338,741$      343,172$      

R&R Costs 242,500$           300,000$           300,000$           550,000$           
Capital Projects 125,000 290,000 700,000 450,000
Total CIP from Rates 367,500$           590,000$           1,000,000$        1,000,000$        

Total Revenue Requirements1 3,406,158$   3,812,351$   4,299,398$   4,366,898$   
Surplus/(Deficiency) 287,842$           (54,081)$            (540,856)$          (589,749)$          

As % of Rates (District/Collection System) 8.1% -1.5% -15.3% -16.6%
Source: Exhibit 1 - Summary of Sewer Revenue Requirements.
1. "Total Application of Funds" plus "Total CIP from Rates" plus "Net Debt Service" less "Miscellaneous Revenues".

Projected Budgets and Rate Increases

CIP from Rates

Sources of Funds

Uses of Funds (Operations)



EAST VALLEY WATER DISTRICT
SEWER RATE STUDY
EXHIBIT 1
SUMMARY OF REVENUE REQUIREMENTS

Budget
FY 09/10 FY 10/11 FY 11/12 FY 12/13 FY 13/14 FY 14/15 FY 15-16 FY 16-17 FY 17-18 FY 18-19 FY 19-20

Expenses
Sewer Treatment 5,757,900$       5,873,100$       5,873,100$       5,873,100$       5,873,100$       5,873,100$       5,873,100$       5,873,100$       5,873,100$       5,873,100$       5,873,100$       
Wastewater Collection 513,600 677,100 686,700 699,400 712,500 725,900 739,500 753,500 767,900 782,700 797,900
Customer Accounts 476,250 481,700 490,700 503,400 516,400 529,800 543,500 557,600 572,100 587,000 602,300
General and Administrative 1,948,090 1,974,500 2,006,800 2,045,400 2,084,700 2,124,900 2,166,200 2,208,500 2,251,800 2,296,100 2,341,300
Net Debt Service 259,718 312,321 338,741 343,172 342,522 341,772 340,923 340,072 339,222 338,373 342,292
Replacement Reserve Contribution 242,500 300,000 300,000 550,000 550,000 550,000 550,000 550,000 550,000 550,000 550,000
Capital Replacement (Cash-funded) 125,000 290,000 700,000 450,000 450,000 450,000 450,000 450,000 450,000 450,000 450,000

Total Expenses 9,323,058$       9,908,721$       10,396,041$     10,464,472$     10,529,222$     10,595,472$     10,663,223$     10,732,772$     10,804,122$     10,877,273$     10,956,892$     

Less: Miscellaneous Revenues 159,000$          223,270$          223,543$          224,474$          225,412$          227,017$          228,638$          230,275$          231,929$          233,599$          235,286$          

Net Revenue Requirement
Sewer Treatment Only Revenue Reqts. 5,757,900$       5,873,100$       5,873,100$       5,873,100$       5,873,100$       5,873,100$       5,873,100$       5,873,100$       5,873,100$       5,873,100$       5,873,100$       
All Other (Collection) Revenue Reqts. 3,406,158 3,812,351 4,299,398 4,366,898 4,430,710 4,495,355 4,561,485 4,629,397 4,699,093 4,770,574 4,848,506

Combined Net Revenue Requirements 9,164,058$       9,685,451$       10,172,498$     10,239,998$     10,303,810$     10,368,455$     10,434,585$     10,502,497$     10,572,193$     10,643,674$     10,721,606$     
Current Rate Revenues (Collection/District) 3,535,000$       3,535,000$       3,535,000$       3,552,675$       3,570,438$       3,606,143$       3,642,204$       3,678,626$       3,715,412$       3,752,567$       3,790,092$       
Current Rate Revenues (Treatment/City) 5,757,900$       5,873,100$       5,873,100$       5,873,100$       5,873,100$       5,873,100$       5,873,100$       5,873,100$       5,873,100$       5,873,100$       5,873,100$       
Total Current Rate Revenues 9,292,900$       9,408,100$       9,408,100$       9,425,775$       9,443,538$       9,479,243$       9,515,304$       9,551,726$       9,588,512$       9,625,667$ 9,663,192$ 

Surplus/(Deficiency) of Rate Revenue 128,842$          (277,351)$         (764,398)$         (814,223)$         (860,272)$         (889,213)$         (919,281)$         (950,771)$         (983,681)$         (1,018,007)$      (1,058,414)$      
Deficiency as % of Rate Revenue N.A. 7.8% 21.6% 22.9% 24.1% 24.7% 25.2% 25.8% 26.5% 27.1% 27.9%

Proposed Rate Adjustment 0% 9% 9% 9% 4% 2% 2% 2% 2% 2% 2%

Additional Rate Revenue from Increase -$                  159,000$          491,000$          770,000$          1,238,000$       1,348,000$       1,461,000$       1,579,000$       1,701,000$       1,828,000$       1,959,000$       
Surplus/(Deficiency), Adjusted 128,842$          (118,351)$         (273,398)$         (44,223)$           377,728$          458,787$          541,719$          628,229$          717,319$          809,993$          900,586$          
Adjusted Total Rate Revenue (District/Collection 3,406,158$       3,971,351$       4,790,398$       5,136,898$       5,668,710$       5,843,355$       6,022,485$       6,208,397$       6,400,093$       6,598,574$       6,807,506$       

Ending Operating Reserve Balance 130,746$          17,195$            (252,003)$         (293,726)$         86,302$            549,689$          862,300$          879,900$          897,950$          916,450$          935,375$          
Target (25% of Operating Expenses 1 ) 734,485$          783,325$          796,050$          812,050$          828,400$          845,150$          862,300$          879,900$          897,950$          916,450$          935,375$          

Ending R&R Reserve Balance 676,500$          676,500$          676,500$          676,500$          676,500$          676,500$          913,008$          1,534,338$       2,248,107$       3,058,500$       3,963,961$       
Ending Balance - All Reserves 807,246$      693,695$      424,497$      382,774$      762,802$      1,226,189$   1,775,308$   2,414,238$   3,146,057$   3,974,950$   4,899,336$   

Debt Service Coverage Ratio
  Before Rate Adjustment 2.91 2.00 1.70 1.54 1.41 1.32 1.24 1.14 1.05 0.95 0.83
  After Proposed Rate Adjustment 2.91 2.51 3.15 3.79 5.02 5.27 5.52 5.79 6.06 6.35 6.55

Projected Budets and Rate Increases



EAST VALLEY WATER DISTRICT
SEWER RATE STUDY
EXHIBIT 2
RESERVE FUND BALANCES

Budget
FY 09/10 FY 10/11 FY 11/12 FY 12/13 FY 13/14 FY 14/15 FY 15-16 FY 16-17 FY 17-18 FY 18-19 FY 19-20

Operating Reserves
Beginning Reserve Balance1 279,904$      130,746$      17,195$        (252,003)$     (293,726)$     86,302$        549,689$      862,300$      879,900$      897,950$      916,450$      

Surplus/(Deficiency) from Operations 128,842$      (118,351)$     (273,398)$     (44,223)$       377,728$      458,787$      541,719$      628,229$      717,319$      809,993$      900,586$      
Plus:  Interest Earnings2 -- 4,800$          4,200$          2,500$          2,300$          4,600$          7,400$          10,700$        14,500$        18,900$        23,800$        
Less: Transfers to Capital Improv. Reserve (278,000)$     -$              -$              -$              -$              -$              (236,508)$     (621,329)$     (713,769)$     (810,393)$     (905,461)$     

Ending Operating Reserve Balance 130,746$      17,195$        (252,003)$     (293,726)$     86,302$        549,689$      862,300$      879,900$      897,950$      916,450$      935,375$      
Target (3 months (25%) of Operating Expenses) 734,485$     783,325$     796,050$     812,050$     828,400$     845,150$     862,300$     879,900$     897,950$     916,450$     935,375$     

Repair & Replacement Reserves
Beginning Reserve Balance3 434,000$      676,500$      676,500$      676,500$      676,500$      676,500$      676,500$      913,008$      1,534,338$   2,248,107$   3,058,500$   

Transfers from Operating Reserves 278,000$      -$              -$              -$              -$              -$              236,508$      621,329$      713,769$      810,393$      905,461$      
Less: Additional Uses of Funds for R&R (35,500)$       -$              -$              -$              -$              -$              -$              -$              -$              -$              -$              

Ending R&R Reserve Balance 676,500$      676,500$      676,500$      676,500$      676,500$      676,500$      913,008$      1,534,338$   2,248,107$   3,058,500$   3,963,961$   

Ending Balance - All Reserves 807,246$      693,695$      424,497$      382,774$      762,802$      1,226,189$   1,775,308$   2,414,238$   3,146,057$   3,974,950$   4,899,336$   
1. Beginning reserve in FY 09/10 is from District records.
2. Interest earnings for both the Operating and R&R reserves are included here.
3. Operating expenses, excluding contracted treatment services and debt service.

Projected Budets and Rate Increases



EAST VALLEY WATER DISTRICT
SEWER RATE STUDY
EXHIBIT 6
FUNCTIONALIZATION AND CLASSIFCATION OF REVENUE REQUIREMENTS 

Expenses 
FY 10/11 Cust. Costs Flow Cust. Costs Flow

Expenses - Collection Only Revenue Requirements
Wastewater Collection 677,100       -                        677,100          0% 100%
Customer Accounts 481,700       481,700            -                      100% 0%
General and Administrative 1,974,500    296,175            1,678,325       15% 85%
Net Debt Service 312,321       -                        312,321          0% 100%
Capital Replacement (Cash-funde 290,000       -                        290,000          0% 100%

------------ ------------ ------------ ------------ ------------
Collection Only Revenue Reqts. 3,735,621 777,875 2,957,746 21% 79%

Less: Misc. Revenues $223,270 $46,492 $176,778 21% 79%
Collection Only Revenue Reqt. 3,512,351 $731,383 $2,780,968 21% 79%

Additional Revenue From Rate Inc 159,000 $33,109 $125,891 21% 79%
% Rate Increase 9.0%

Total Rate Revenue after Rate $3,671,351 $764,492 $2,906,859 21% 79%

Percent AllocationsAllocated Costs



EAST VALLEY WATER DISTRICT
SEWER RATE STUDY
EXHIBIT 7
WASTEWATER CHARACTERISTICS AND ANNUAL LOADS

(No.) (%) (MG/yr) (MGD) (%)

Single Family Residential 18,270 94.1% 4,779,410 3,665 10.04 72.8%
Multiple Family Residential3 503 2.6% 1,109,633 851 2.33 16.9%
Commercial

School, Church 97 0.5% 194,357 149.0 0.41 3.0%
Hospital 17 0.1% 40,368 31.0 0.08 0.6%
Government 14 0.1% 10,861 8.3 0.02 0.2%
Auto Repair 42 0.2% 8,874 6.8 0.02 0.1%
Car Wash 6 0.0% 5,430 4.2 0.01 0.1%
Laundromat 8 0.0% 16,461 12.6 0.03 0.3%
Dry Cleaners 4 0.0% 1,072 0.8 0.00 0.0%
Offices, Motels 26 0.1% 16,728 12.8 0.04 0.3%
Retail 352 1.8% 341,338 261.8 0.72 5.2%
Hotel with Restaurant 2 0.0% 2,881 2.2 0.01 0.0%
Restaurant 70 0.4% 40,850 31.3 0.09 0.6%

------------ ------------ ------------ ------------
Total 19,411 6,568,263 5,037 13.80 100.0%
Average Annual Flow 4 13.80
1 Annual water consumption values reflect and assumed conservation of 12% per the consumption analysis in the water rate model.
2 Annual water consumption values have been adjusted so that the annual total equals the average annual plant flow.
3 Water use based on average of 9.9 hcf/month/dwelling unit.
4 Based on values provided by the District.

Customer Class
Total No. of Accounts Est. Annual 

Water Use1 

(hcf/yr)

Estimated Effluent Flow 2



EAST VALLEY WATER DISTRICT
SEWER RATE STUDY
EXHIBIT 8
SUMMARY OF ALLOCATED COSTS BY CUSTOMER CLASS

Customer Flow Total
Single Family Residential $719,560 $2,115,182 $2,834,742
Multiple Family Residential 19,811 491,081 510,891
Commercial

School, Church 3,833 86,015 89,848
Hospital 676 17,865 18,542
Government 545 4,807 5,351
Auto Repair 1,661 3,927 5,588
Car Wash 236 2,403 2,639
Laundromat 295 7,285 7,581
Dry Cleaners 158 474 632
Offices, Motels 1,031 7,403 8,434
Retail $13,847 $151,063 164,910
Hotel with Restaurant 85 1,275 1,360
Restaurant 2,754 18,079 20,833

Subtotal - Commercial $25,121 $300,597 325,718
Total Residential & Commercial $764,492 $2,906,859 $3,671,351

Allocated Costs - Collection OnlyCustomer Classes



Comprehensive Water and Sewer Rate Study  
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APPENDIX C – SUMMARY OF DISTRICT CAPITAL IMPROVEMENT 
PROGRAM 

 



Cash Debt / Cash Debt / Cash Debt / Oper Debt /
Project Funded Other Total Funded Other Total Funded Other Total Revenue Other Total

Plant 40 210,000         210,000         -                      -                      -                      
Plant 9 50,000           50,000           50,000           50,000           -                      250,000         250,000         
Plant 40 Boosters 300,000         300,000         300,000         300,000         -                      -                      
Pump Efficiency Rebuilds 207,500         207,500         -                      -                      -                      
Plant 12 -                      -                      500,000         500,000         500,000         500,000         
Plant 134 - Canal Zn Boosters -                      -                      -                      20,000           500,000         520,000         
Plant 143 - Blending Tank 1,000,000     1,000,000     -                      -                      
Plant 134 Upgrade/Expansion 109,000         1,694,500     1,803,500     40,000           10,507,500   10,547,500   50,000           5,125,500     5,175,500     -                      
Plant 150 Perchlorat Trmt 15,000           1,200,000     1,215,000     15,000           1,185,000     1,200,000     50,000           7,840,000     7,890,000     50,000           10,700,000   10,750,000   
GIS Implementation 205,000         205,000         200,000         200,000         100,000         100,000         -                      
Headquarters Building 275,000         275,000         -                      -                      -                      
6th St Pipeline-Pl 11 & 12 to 150 -                      -                      10,000           500,000         510,000         -                      
Main Replace - Live Oak 40,000           140,000         180,000         70,000           70,000           -                      -                      
Main Replace - Vine / Union 80,000           290,000         370,000         -                      -                      -                      
Main Replace - Harlan Ln -                      100,000         100,000         70,000           70,000           -                      
Main Replace - Bruce St 50,000           50,000           450,000         450,000         -                      -                      
6th St - Pl 151 to Pl 40 50,000           50,000           100,000         -                      350,000         3,465,000     3,815,000     275,000         1,785,000     2,060,000     
6th St - Pl 40 to Pl 143 -                      -                      -                      1,300,000     1,300,000     
Facilities Relocation 100,000         100,000         100,000         100,000         
Automatic Meters 75,000           75,000           200,000         200,000         300,000         300,000         300,000         300,000         
Plant 59 Recoating -                      -                      300,000         300,000         -                      
Plant 143 Reservoir -                      50,000           1,000,000     1,050,000     -                      -                      
Eastwood Farms Assess Dist 60,000           60,000           2,211,399     2,211,399     -                      

      Total Water Projects 1,416,500     3,784,500     5,201,000     755,000         16,723,899   17,478,899   1,230,000     17,430,500   18,660,500   895,000         14,785,000   15,680,000   

Sewer System Mgt Plan 70,000           70,000           50,000           50,000           250,000         250,000         -                      
Sewer Main Lining -                      200,000         200,000         450,000         450,000         450,000         450,000         
Swr Main Replace - Conejo 55,000           900,000         955,000         40,000           1,000,000     1,040,000     -                      

      Total Sewer Projects 125,000         900,000         1,025,000     290,000         1,000,000     1,290,000     700,000         -                      700,000         450,000         -                      450,000         

          GRAND TOTAL 1,541,500     4,684,500     6,226,000     1,045,000     17,723,899   18,768,899   1,930,000     17,430,500   19,360,500   1,345,000     14,785,000   16,130,000   

Fiscal Year  09/10 Fiscal Year  10/11 Fiscal Year  11/12 Fiscal Year  12/13



EAST VALLEY WATER DISTRICT
2010 COP Project List

Project Descriptions Project Costs

Plant 134 Upgrade / Expansion 5,700,000                   
Plant 143 Blending and Air Reduction Tank 1,000,000                   
Plant 150 Design 1,200,000                   
Plant 150 Construction - Local Share 1,800,000                   
Sixth Street Pipeline - Plant 151 to Plant 40 5,200,000                   
Sixth Street Pipeline - Plant 150 to Plant 12 500,000                      
Vine / Union / Live Oak Main Replacements 500,000                      
Bruce Street Main Replacement 500,000                      
Conejo Street Main Replacement 1,000,000                   
Plant 40 Boosters 600,000                      

18,000,000                 
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