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EXECUTIVE SUMMARY 
 

This report has been prepared for the Heritage Ranch Community Services District (HRCSD) by 
Tuckfield & Associates to document the findings and results of the 2009 Water and Wastewater Rate 
Study.  The objectives of the study include the following. 

 

�  Analyze the Water Fund and Sewer Fund of the HRCSD and evaluate the adequacy of the 
revenue under the existing rates to meet existing and future fund obligations.  

 

�  Develop reliable 5-year financial plans for the Water Fund and the Sewer Fund that includes 
adjustments to revenue to meet future changes in fund obligations. 

 

�  Create schedules of water and wastewater service rates that are fair and equitable, that provide 
predictable sources of revenue as described in the financial plans, and that meet Proposition 218 
requirements for rates and charges. 

 

Water System Summary of Findings 

 

�  HRCSD has developed a list of capital improvements that address the needs of the water system 
for the next five years.  The largest of these improvements include an additional redundant water 
supply source and the Fire Pump Station #5 improvement, both expected to cost $250,000 each in 
today’s dollar’s.  The cost of all the improvements over the next five years total $1,156,700 
including inflation. 

 

�  There is no impact to water rates from the planned water system improvements.  All projects are 
funded from sources outside of the Water Fund.  These sources include reserves in the Water 
Depreciation Fund, developer contributions, and assessments. 

 

�  Analysis of the Water Fund’s future revenue and revenue requirements indicate that the level of 
revenue currently received by the Water Fund will need to be increased.  The water revenue 
increase is necessary due to inflation in operation and maintenance (O&M) expenses, a temporary 
decrease in property tax revenue, a decrease in interest income, and declining water sales volume.  
Water sales revenue, derived from water service rates, will need to increase by 20 percent on 
January 1, 2010 and on July 1, 2010, then increase by 8 percent on each successive July 1 for FY 
2011-12 through FY 2013-14 to meet future revenue requirements. 

 

�  Table ES-1 presents the proposed water rates for implementation by the HRCSD.  The proposed 
rates include expanding the current rate structure to a three-block conservation rate structure that 
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captures the top 10 percent of consumption in the third block by each meter size.  The price in the 
third block is 125 percent of the price in the second block to encourage water conservation.  The 
rate adjustments for FY 2009-10 would go into effect on or before January 1, 2010 while 
subsequent rate increases would adjust on July 1 of a fiscal year. 
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�  Table ES-2 presents typical bi-monthly water bills at various levels of consumption for a 5/8 x ¾ 
inch meter and a 1 inch meter.  The table shows that the bi-monthly water bill for a single-family 
residential customer consuming 14 HCF bi-monthly (the average consumption for a 5/8 x ¾ inch 
meter) for FY 2009-10 will increase from $45.68 to $54.40, a $8.72 increase, or 19.1 percent. 
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�  Chart ES-1 has been prepared to compare the HRCSD’s average water bill with those of other 
communities.  Based on a water consumption of 14 HCF bi-monthly, the chart shows that 
HRCSD’s water bill for FY 2009-10, with the increase, is higher than 4, but lower than 7 of the 
communities shown. 
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Chart ES-1
San Luis Obispo County Water Agencies

Comparison of Single Family Residential Bi-monthly Water Bills  [1]

at 14 HCF Bi-monthly
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�  An analysis was conducted to determine the impact to the Water Fund if property tax revenue 
were no longer received.  The analysis indicated that a revenue increase of 60 percent would be 
required on January 1, 2010 followed by 6 percent annual increases each July 1 thereafter for the 
study period.  The initial increase of 60 percent is required to meet first year annual revenue 
requirements and avoid a negative operating fund balance. Water rates for this scenario are 
presented in Table W-9.  If the Water Fund were temporarily allowed to operate with an annual 
deficit for four years, equal revenue increases of 20 percent on the implementation dates proposed 
will meet the annual revenue requirements and the target operating fund balance in the fifth year. 

 

Wastewater System Summary of Findings 

 

�  HRCSD has developed a list of capital improvements that address the needs of the wastewater 
system for the next five years.  These include the Spray Field Project at a cost of $100,000, a 
Wastewater Collection System Model and Lift Station #3 improvement both estimated to cost 
$40,000 each, and Road Valve Improvements costing $13,600.  The cost of the improvements 
total $209,500 over the next five years in inflated dollars. 
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�  There is no impact to the wastewater rates from the proposed capital improvements.  All of the 
improvements are funded outside of the Sewer Fund.  These sources included Sewer Depreciation 
Fund reserves and developer contributions. 

 

�  Analysis of the Sewer Fund’s future revenue and revenue requirements indicate that the level of 
revenue currently received from wastewater service charges will need to be increased.  The 
wastewater revenue increase is necessary due to inflation in operation and maintenance expenses, 
a temporary decrease in property tax revenue, and a decrease in interest income. Wastewater 
service revenue, derived from wastewater service charges, will need to increase by 10 percent on 
January 1, 2010, then increase by 10 percent on each successive July 1 for FY 2010-11 through 
FY 2013-14 to meet future revenue requirements. 

 

�  Tables ES-3 presents the proposed wastewater charges for implementation by the HRCSD.  The 
charges were designed using water consumption as representative of wastewater flow and 
establishing charges on an “Equivalent Dwelling Unit” (EDU) basis.  The rate adjustment for FY 
2009-10 would go into effect on or before January 1, 2010 while subsequent rate increases would 
adjust on July 1 of a fiscal year in a similar manner. 
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�  Typical bi-monthly wastewater bills can be determined from inspection of Table ES-3.  Since the 
charge is a fixed charge, the bi-monthly wastewater bill for a typical single-family residential 
customer for FY 2009-10 will increase from $37.24 to $41.06, a $3.82 increase, or 10.2 percent. 

 

�  Chart ES-2 has been prepared to compare the HRCSD’s average wastewater bill with those of 
other communities.  Based on a water consumption of 14 HCF per bi-month, the chart shows that 
HRCSD’s wastewater bill for FY 2009-10, with the increase, is higher than 3, but lower than 10 
of the communities listed. 

 

Chart ES-2
San Luis Obispo County Wastewater Agencies

Comparison of Single Family Residential Bi-monthly Wastewater Bills  [1]

at 14 HCF Bi-monthly  
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�  An analysis was conducted to determine the impact to the Sewer Fund if property tax revenue 
were no longer received.  The analysis indicated that a revenue increase of 45 percent would be 
required on January 1, 2010 followed by 5 percent annual increases each July 1 thereafter for the 
study period.  The initial increase of 45 percent is required to meet first year annual revenue 
requirements and avoid a negative operating fund balance.  Wastewater charges for this scenario 
are presented in Table S-8.  If the Sewer Fund were temporarily allowed to operate with an 
annual deficit for four years, equal revenue increases of 16 percent on the implementation dates 
proposed will meet the annual revenue requirements and the target operating fund balance in the 
fifth year. 
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1.0 INTRODUCTION 
 

This report has been prepared for the Heritage Ranch Community Services District (HRCSD) by 
Tuckfield & Associates and presents the findings and results of the 2009 Water and Wastewater Rate 
Study.  The report includes development of pro forma statements of revenues and expenses of the 
HRCSD’s water and wastewater enterprise funds and proposes adjustments to water and wastewater rates 
charged by the HRCSD to users of the systems. 

 

1.1 BACKGROUND 

 

The HRCSD is an unincorporated area located in San Luis Obispo County, located approximately 15 
miles northwest of the City of Paso Robles.   The HRCSD provides water and wastewater service to a 
population of over 3,500 covering an area of approximately 5,360 acres.  HRCSD’s customer base 
consists primarily of residential customers with a small number of commercial and recreation users 
that together total about 1,730 water connections. 

  

HRCSD’s water system consists of water supply, water treatment, storage, distribution, and general 
utility facilities.  Water is supplied from the Gallery Wells, drawing an entitlement of 1,100 ac-ft of 
water from the Nacimiento River Bed downstream of the Nacimiento Dam.  The HRCSD is planning 
on the addition of a new well within the next five years to add future capacity and redundancy to its 
water supply. 

 

The water distribution system operates on seven pressure zones.  There are eight pressure reducing 
valve stations and six booster stations with a single storage tank serving the entire system.  Water is 
distributed through approximately 28 miles of pipe ranging in size from 4 inch to 12 inch in diameter, 
constructed of various materials. 

 

The wastewater system consists of collection lines, five lift stations, treatment facilities, and an 
effluent lift station designed to collect and treat the HRCSD’s wastewater.  The collection system 
includes various sewer pipe ranging is size from 6 inch to 10 inch diameter PVC pipe.  Wastewater 
treatment is provided by an HRCSD owned and operated ponding system consisting of aerated 
lagoons and a clorination facility.  The treatment system has a permitted capacity of 400,000 gpd.  
Effluent is pumped to an off-site disposal area via the effluent lift station. 

 

1.2 SCOPE OF WORK 

 

This study includes the results of analyzing the Water Fund and Sewer Fund of the HRCSD.  
Historical trends were analyzed from HRCSD supplied data showing the number of customers, water 
consumption volumes, revenue, and revenue requirements.  Annual growth projections are reflected 
in the revenue projections by customer classification.  
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Revenue requirements include operation and maintenance expense, routine capital outlays, replacement, 
existing and proposed debt requirements, transfers, and additions to operating reserves.  Changing 
conditions such as additional facilities, recognition of growth, and non-recurring maintenance 
expenditures are recognized.  Inflation for ongoing expenditures is included to reflect cost escalation.  

 

It should be noted that the financial plan and rate s developed herein are based on the 

funding of the capital improvement plan as stated a s well as estimates of operation and 

maintenance expenses.  Any significant deviation fr om the construction cost estimates 

and funding requirements, major operating changes, or other financial policy changes 

that were not foreseen, may result in the need for lower or higher revenue than 

anticipated.  It is suggested that the HRCSD conduc t an update to the rate study at 

least every three years for prudent rate planning. 
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2.0 WATER UTILITY FINANCIAL PLANNING 
 

Financial planning of the Water Fund includes identifying and projecting revenues and revenue 
requirements of the fund for a five-year planning period.  Estimated revenue from various sources, 
including projected water sales revenue, are compared with the projected revenue requirements of the 
fund.  This comparison allows the analysis of the impacts to the fund from financing decisions of the 
capital improvements, from future estimates of operation and maintenance expense, and from any new 
obligation of the fund. 

 

Preparing a pro forma financial plan allows the development of future water service rates to meet the 
projected revenue requirements in such a manner that they can be phased-in to avoid rate spikes in any 
one particular year.  The remainder of this section discusses the planned capital improvement 
expenditures, financing of those expenditures, and the existing and future revenue and revenue 
requirements that were identified for the Water Fund.  

 

2.1 CAPITAL IMPROVEMENT PROGRAM 

 

HRCSD has prepared a five-year capital improvement program (CIP) expenditure plan that identifies 
needed improvements to the water system. Table W-1 presents the list of these projects and their 
planned expenditures in future years.  The expenditures are shown in uninflated dollars, then total 
expenditures are inflated to the year of expenditure based on the Engineering News Record (ENR) 
historical index averaged over the last five years. 
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Major improvements to the water system include an additional water supply well and the Fire Pump 
Station #5 project, both estimated to cost $250,000 each, with projects beginning in FY 2010-11 and FY 
2012-13, respectively.  The total cost of the CIP is estimated at approximately $1,156,700 in inflated 
dollars. 

 

2.2 CAPITAL IMPROVEMENT PROGRAM FINANCING PLAN 

 

Financing for the water system CIP includes several sources. The HRCSD has received contributions 
from developers to pay for the Pump Station #1 upgrade, Pump Stations #3 and #4 construction, and the 
Spray Field project shown in Table W-1.  A proposed assessment will fund the Fire Pump Station #5 
project in FY 2012-13.  The remainder of the CIP will be funded from reserves in the Water 
Depreciation Fund.  Because all of the improvements are funded by sources outside of the Water Fund, 
there is no impact to water rates from the proposed improvements.  Table W-2 presents the projected 
CIP financing plan showing the sources and uses of funds. 
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2.3 REVENUES 

 
The Water Fund currently receives revenue from several sources including water sales revenue, property 
tax revenue, connection fee revenue, standby charge revenue, transfers from the Water Maintenance 
Fund, interest income, and other revenue. 
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Revenue from water sales was projected through application of the July 1, 2007 water rates to projections 
of customer growth and water sales volume.  Future customer growth was estimated assuming 12 new 
single-family residential units annually (estimated as 5/8 x ¾ inch meters), and the addition of two new 
commercial customers in FY 2010-11 related to the new commercial center currently under construction.   

 

Future water sales volume was projected assuming a one-percent annual reduction in the average water 
consumption per account from FY 2008-09 consumption. Table W-3 presents the projections of 
customer growth, metered water sales volume, and projected revenues using the existing rate schedule. 
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2.4 REVENUE REQUIREMENTS 

 

Revenue requirements were identified for the Water Fund that include operation and maintenance 
(O&M) expense, minor capital expenditures, debt service, and transfers to the Water Depreciation Fund.  
Future annual costs of each of these items are estimated in different ways as discussed below. 

 

Historical and projected operation and maintenance expenses are presented in Table W-4.  O&M 
expense includes the cost of personnel, utilities, chemicals, and miscellaneous materials and supplies 
needed to operate the water system on an annual basis.  Projections are based upon an analysis of 
historical expenses and take into account anticipated future system growth and cost increases in labor, 
contractual services, electric power, chemicals, materials, and supplies. 

 

Salary costs are projected to increase at an annual rate of 4 percent while benefit costs are projected to 
increase by 6 percent annually.  Unit power costs ($ per HCF) are inflated at the rate of 1 percent 
annually while also increasing/decreasing in proportion to production volume.  Unit chemical costs ($ 
per HCF) are projected to increase at 5 percent annually while also increasing/decreasing in 
proportion to production volume.  Allocation of General Fund costs are projected to increase by 6 
percent annually reflecting historical increases.  All other costs are projected to increase at 3 percent 
per year. 

 

Minor capital expenditures that recur on a more or less annual basis are considered routine, and are 
properly met from water sales revenue rather than from debt financing or other major capital 
improvement sources of funds.  Total minor capital expenditures are projected to increase by 3 
percent annually and are presented in Table W-4. 

 

The HRCSD has debt outstanding from a 1994 Safe Drinking Water Loan from the California 
Department of Water Resources.  This loan has an interest rate of 3.1775 percent with a remaining 
loan term of 20 years.  Debt service payments total $103,400 annually and are paid through the Water 
Fund. 

 

HRCSD’s FY 2009-10 budget includes annual transfers to the Water Depreciation Fund.  The balance 
in the Water Depreciation Fund is used to make repairs and replacements to water system facilities as 
required.  The transfer is a revenue requirement of the Water Fund and future transfers are projected 
to remain constant based on historical levels. 

 

2.5 WATER FUND ANALYSIS 

 

Table W-5 presents a pro forma flow of funds statement for the Water Fund.  Analysis of the Water 
Fund’s revenue and revenue requirements indicates that the fund will be deficient in meeting its future 
obligations.  The deficiency is due to inflation in operation and maintenance expenses, a temporary 
decrease in property tax revenue, a decrease in interest income, and declining water sales volume. 
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The statement indicates that revenue from water service rates will need to increase by 20 percent on 
January 1, 2010 and on July 1, 2010, then increase by 8 percent annually on each successive July 1 of 
FY 2011-12 through FY 2013-14.  The increases in revenue required are shown on lines 2 through 6 
of Table W-5, and are additional to the revenue generated from water sales revenue shown on line 1.  
Revenue was increased in this manner to phase-in the increases over several years. 

 

The increases in the water sales revenue were determined by recognizing specific financial planning 
criteria for the Water Fund.  The criteria included increasing the Water Fund balance as necessary 
such that a fund balance of 90 days (of 360 days) of O&M expense is generated by the last year of the 
study without experiencing a negative fund balance in any year.  The criteria also included 
maintaining a debt coverage ratio of at least 125 percent. 
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3.0 WATER UTILITY RATE DESIGN 
 

 

3.1 EXISTING WATER SERVICE RATES 

 

The existing water rate structure and pricing is presented in Table W-6.  The structure consists of a bi-
monthly fixed charge by meter size and a two-block volume charge.  The bi-monthly fixed charges 
have been determined such that charges for larger meter sizes are escalated from the 5/8 x ¾ inch 
meter charge by “equivalent meter and service ratios”.   These ratios are defined by the AWWA and 
recognize that the cost to purchase, install, and operate and maintain larger meters is greater than for 
smaller meter sizes, and should therefore bear a greater proportion of these costs.  Revenue from the 
existing fixed charges generate about 52 percent of the total water sales revenue. 
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The existing consumption charges provide for an allotment of water by meter size.  The amount of the 
allotment for each meter size appears to be based on the relative percentage of the average 
consumption of each meter size.  For example, the average consumption of the 3 inch meter size is 
415 HCF and for a 2 inch meter the average consumption is 270 HCF.  If a first block allotment of 20 
HCF were established for the 3 inch meter, then the equivalent allocation for the 2 inch meter is 270 
HCF divided by 415 HCF, multiplied by 20 HCF.  The result is a 2 inch meter allotment of 13 HCF, 
which is close to the 12 HCF currently established.  Allotments for other meter sizes appear to be 
established in a similar manner. 
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3.2 PROPOSED WATER RATE STRUCTURE AND RATES 

 

Water service rates are typically composed of a fixed charge and a volume charge (variable charge).  
The proposed rate structure for HRCSD includes a fixed charge and a three-block consumption 
charge by meter size. 

 

3.2.1 Fixed Charge Component 

 

The proposed fixed charge component reflects the existing fixed charge methodology.  It is proposed 
that the fixed charge component recover 50 percent of the costs of service.  Setting fixed charges in 
this manner maintains the proportion of fixed charge revenue to the total revenue received, and 
provides a high degree of revenue stability.  The revenue stability provided by the proposed fixed 
charges will assist in maintaining the revenue stream if water consumption were to decrease. 

 

3.2.2 Consumption Charge Component 

 

Costs that are not recovered in the fixed charges are typically recovered in the volume charge.  The 
volume charge may be a uniform charge per unit of consumption, or established as a series of block 
rates, where a block of water is defined as a defined amount of water consumption, such as zero to 
500 cubic feet (0 to 5 HCF). 

 

Rate blocks are designed based on an analysis of the bills rendered by customer classification for 
various levels of consumption.  The analysis includes tabulating the number of bills, consumption, 
and cumulative consumption of the bills rendered at each consumption level.  The result of this 
tabulation is the determination of the percentage of the total water volume that is consumed in each 
block. 

 

This analysis was performed for the HRCSD using information from billing system records.  Several 
findings can be concluded from this analysis as listed below. 

 

·  Residential accounts consist of more than 98 percent of the total accounts. 

·  Over 90 percent of the water consumed is related to residential customers (single-family, 
multifamily, RV, mobile home, and condo). 

·  The average monthly water consumption of the 5/8 x ¾ inch meter residential classification is 14 
HCF. 

·  The average monthly water consumption of the combined commercial classification is 149 HCF. 

·  The average monthly water consumption of all customers is 20 HCF. 
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Because HRCSD’s customer base is predominantly residential, it is reasonable to have one rate 
structure that applies to all customers.  It is also appropriate that several blocks be established for the 
volume charge to address water conservation.  However, attempting to establish a block rate structure 
that applies to all customers and all meter sizes would fall short of sending the appropriate pricing 
signal for achieving conservation goals.  This is due to the disparity of use that exists among 
HRCSD’s various meter sizes. 

 

Figure A-1 in Appendix A shows this wide range of the use, illustrated by the consumption patterns.  
For example, if a block rate structure were designed that applied to all customers with a block break 
point set at the average use of 20 HCF, from Figure A-1, those with a 3 inch meter would have nearly 
95 percent of their use over 20 HCF and would be unfairly penalized.  Customers with a 5/8 x ¾ inch 
meter would have consumed nearly 70 percent of their use by the first block break point, and would 
only occasionally be over this block. 

 

It is proposed that the existing rate structure be expanded to a three-block rate structure by meter size.  
The proposed block rate structure recognizes low water consumers in the initial block while providing 
a water conservation incentive in the third block.  The block break points are set such that the first 
block break point is the same as the existing rate structure with the second block break point set in 
such a manner that 10 percent of the consumption of each meter size is captured in the third block.  
The top 10 percent of the consumption is generally considered to include, or partially include, excess 
use or wasteful water consumption. 

 

Water pricing for each rate block has been established recognizing a reasonable escalation in pricing 
that reflects water conservation practice.  The first block price is set at no charge, keeping with 
current practice.  The second and third block pricing is set in such a manner that the third block price 
is 125 percent of the second block price. 

 

The proposed rate structure keeps the current allotments for each meter size.  This allows bi-monthly 
bills to be lower for low water consumers than would otherwise occur if the allotments were removed, 
assuming that fixed charges continue to produce 50 percent of the total revenue from water rates for 
revenue stability. 

 

Table W-7 presents the proposed future water rates for the next five years with a comparison to 
existing rate levels.  The proposed rates for FY 2009-10 are planned for implementation in January 
2010 while future rates are proposed for implementation in July of each successive year. 

 

3.3 TYPICAL BI-MONTHLY WATER BILLS UNDER PROPOSED R ATES 

 

Table W-8 shows bi-monthly residential water bills at various consumption levels for the existing and 
proposed rates for a 5/8 x ¾ inch meter and a 1 inch meter.  The table indicates that at a bi-monthly 
water consumption of 14 HCF, the average consumption for a 5/8 x ¾ inch meter, the bi-monthly 
water bill will increase from $45.68 to $54.40, a $8.72 increase, or 19.1 percent. 
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3.4 COMPARISON OF AVERAGE WATER BILL WITH OTHER LOC AL AGENCIES 

 

Chart 1 presents a comparison of the proposed single-family residential bi-monthly water bill at 14 
HCF with other local communities.  The chart indicates that under the proposed January 2010 water 
rates, HRCSD single-family residential customers with a 5/8 x ¾ inch meter will experience a bi-
monthly bill that is higher than 4, but lower than 7 of the communities listed. 

 

3.5 ALTERNATIVE WATER FUND FINANCIAL PLAN AND RATES  

 

An analysis was conducted to determine the impact to the Water Fund if property tax revenue were no 
longer received.  The analysis showed that the revenue increases required would be a 60 percent 
increase on January 1, 2010 with 6 percent annual increases thereafter each July 1 for the study 
period.  The 60 percent increase is required the first year to avoid a negative Water Fund operating 
balance.  If the Water Fund were temporarily allowed to operate with an annual deficit for four years, 
equal revenue increases of 20 percent on the implementation dates proposed will meet the annual 
revenue requirements and the target operating fund balance in the fifth year.  
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Chart 1
San Luis Obispo County Water Agencies

Comparison of Single Family Residential Bi-monthly Water Bills  [1]

at 14 HCF Bi-monthly
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[1]  For rates in effect September 2009.

Increase $8.72 

Current Bill $45.68 

Bi-monthly Bill $33.74 $45.68 $53.71 $53.80 $54.48 $57.90 $70.38 $72.22 $82.46 $100.64 $110.60 

Templeton 
CSD

Grover Beach Los Osos CSD Nipomo CSD
Heritage 

Ranch CSD
Paso Robles Oceano CSD

San Luis 
Obispo

Cambria CSD Pismo Beach Arroyo Grande
Avila Beach 

CSD

 

 

Table W-9 presents the water rates that would be required if property tax revenue was no longer 
received and Water Fund revenue was increased by 60 percent the first year and then by 6 percent in 
subsequent years. 
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4.0 WASTEWATER UTILITY FINANCIAL PLANNING 
 

Financial planning for the Sewer Fund follows a similar exercise as performed for the Water Fund.  
Revenue and revenue requirements are projected to analyze impacts to the Sewer Fund from financing 
decisions of capital improvements, from future estimates of operation and maintenance expense, and 
from any new obligation of the fund.  A pro forma statement of revenues and expenses is prepared that 
allows rates to be phased-in to avoid rate spikes in any one particular year.  The remainder of this 
section discusses the planned capital improvement expenditures, financing of those expenditures, and 
the existing and future revenue and revenue requirements identified in the study for the Sewer Fund. 

 

4.1 CAPITAL IMPROVEMENT PROGRAM 

 

The HRCSD has prepared a wastewater capital improvement program (CIP) that addresses future 
capital improvement needs of the wastewater system.  Table S-1 presents the list of the projects and 
their expenditures in future years.  The expenditures are shown in uninflated dollars, then total 
expenditures are inflated to the year of the planned expenditure based on the Engineering News Record 
(ENR) historical index averaged over the last five years. 
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The largest wastewater CIP project includes the Spray Field Project of $100,000 in FY 2011-12.  Other 
projects include the wastewater collection system model and Lift Station #3 project, both estimated to 
total $40,000 each in today’s dollars.  The total cost of the CIP is estimated at approximately $209,500 
in inflated dollars. 
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4.2 CAPITAL IMPROVEMENT PROGRAM FINANCING PLAN 

 

Financing for the wastewater system CIP includes transfers from the Sewer Depreciation Fund 
(reserves) and developer contributions.  Transfers from the Sewer Depreciation Fund are planned to pay 
for all projects except for the Spray Field Project.  This project will be funded by developer 
contributions.  A projection of the sources and uses of funds to finance the sewer CIP is presented in 
Table S-2. 
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4.3 REVENUES 

 

The Sewer Fund receives revenue from several sources that include wastewater service revenue, property 
tax revenue, connection fee revenue, standby charge revenue, interest income, and other revenue. 

 

Revenue from wastewater service was projected through application of the July 1, 2007 wastewater 
charges to projections of customer growth.  Future customer growth was estimated assuming 12 new 
single-family residential units annually and the addition of two new commercial customers in FY 2010-
11.  These customers consist of a new grocery store and a gas station.  Table S-3 shows projections of 
customer growth and wastewater service revenue. 
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4.4 REVENUE REQUIREMENTS 

 

Revenue requirements were identified for the Sewer Fund that include operation and maintenance 
(O&M) expense, minor capital expenditures, and transfers to the Sewer Depreciation Fund.  Future 
annual costs of each of these items are projected as discussed below. 

 

Historical and projected operation and maintenance expenses are presented in Table S-4.  O&M 
expense includes the cost of personnel, utilities, chemicals, and miscellaneous materials and supplies 
needed to operate the water system on an annual basis.  Projections are based upon an analysis of 
historical expenses and take into account anticipated future system growth and cost increases in labor, 
contractual services, electric power, chemicals, materials, and supplies. 

 

Salary costs are projected to increase at an annual rate of 4 percent while benefit costs are projected to 
increase by 6 percent annually.  Unit power costs and unit chemical costs (both in $ per HCF) are 
inflated at the annual rates of 1 percent and 5 percent, respectively, while also increasing/decreasing 
in proportion to water sales volume.  Allocation of General Fund costs are projected to increase by 6 
percent annually reflecting historical increases.  All other costs are projected to increase at 3 percent 
per year. 
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Minor capital expenditures that recur on a more or less annual basis are considered routine, and are 
properly met from wastewater service revenue rather than from debt financing or other major capital 
improvement sources of funds.  Total minor capital expenditures are projected to increase by 3 
percent annually and are presented in Table S-4. 

 

HRCSD’s FY 2009-10 budget includes annual transfers to the Sewer Depreciation Fund.  The balance 
in the Sewer Depreciation Fund is used to make repairs and replacements to wastewater system 
facilities as required.  The transfer is a revenue requirement of the Sewer Fund and future transfers 
are projected to remain constant based on historical levels. 

 

4.5 SEWER FUND ANALYSIS 

 

Table S-5 presents a pro forma flow of funds statement for the Sewer Fund.  Analysis of the Sewer 
Fund’s revenue and revenue requirements indicates that the fund will be deficient in meeting its future 
obligations.  The deficiency is due to inflation in operation and maintenance expenses, a temporary 
decrease in property tax revenue, and a decrease in interest income. 

 

The statement indicates that revenue from wastewater service rates will need to increase by 10 
percent on January 1, 2010, and then increase by 10 percent annually on each successive July 1 of FY 
2010-11 through FY 2013-14.  The increases in revenue are shown on lines 2 through 6 of Table S-5, 
and are additional to revenue generated from wastewater service revenue shown on line 1.  Revenue 
was increased in this manner to phase-in the increases over several years. 

 

Increases in the wastewater service revenue were determined recognizing specific financial planning 
criteria for the Sewer Fund.  The criteria included increasing the Sewer Fund balance as necessary 
such that a fund balance of 90 days (of 360 days) of O&M expense is generated by the last year of the 
study without experiencing a negative fund balance in any year. 
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5.0 WASTEWATER UTILITY RATE DESIGN 
 

 

5.1 EXISTING WASTEWATER SERVICE RATES 

 

The existing wastewater rate structure and pricing is presented in Table S-6.  The structure consists of 
a bi-monthly fixed charge for all customer classifications.   

 

 

�������	?
���
��������������

��.�����
�
���

�$
��
���"
	�������������.���������
����������

#
$���������� �%
&

,�
���-�	
��#� ,�
���
�� �!"#���

���������
� ��*&�(
�<��4
	� �)&)(
,#""��	�
� �*&�(
,
"4������##" '��&+$
:�"4��
	����7 �'(&$�
.#���
7�,#��# �'5''*&��

�'�� ���������	�
����� �	
"���--�	��2�����7����*&

���������
��
����<��4
	��
���	�
����� 7������=����� �������#���4
	�&

 

 

 

5.2 PROPOSED WASTEWATER RATE STRUCTURE AND RATES 

 

There are several wastewater rate structures that can be employed to recover wastewater system costs.  
These can include flat rates, service charges and volume charges, rates that are based on winter water 
use, and others.  The rate structure that is used depends on several factors that may include the 
information that is available, the nature of the customer base, the size of the population and 
employment served, the design of the treatment facility, and the dollar amount of the charge relative 
to other local communities. 
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Several findings were noted during the review of the existing wastewater rate structure.   

 

·  From section 3.2, over 90 percent of the water sales volume is from residential customers. 

·  The July 2005 wastewater master plan indicates a wide range of infiltration/inflow. 

·  HRCSD does not separately meter irrigation uses, or outdoor water uses. 

·  The majority of future growth in the system is residential. 

·  The wastewater treatment plant is a pond system designed mostly to accommodate wastewater 
flow. 

 

These findings indicate that a rate structure based on wastewater flow is appropriate for HRCSD 
wastewater customers.  However, the July 2005 wastewater master plan indicates that there is 
seasonal variation in the wastewater flow in addition to significant infiltration/inflow.  Wastewater 
flow estimates could be developed by recognizing irrigation use and the assignment of 
infiltration/inflow responsibility to customer classifications, however, the irrigation use is not 
separately metered and infiltration/inflow cannot be directly determined for each customer 
classification.  Both of these variables could be subject to wide interpretation. 

 

A method to approximate wastewater flow is through utilizing existing information on metered water 
consumption.  Using this information as representative of wastewater flow is reasonable given that all 
customers are responsible for outdoor water uses and for infiltration/inflow.  It is a measured, known 
quantity and is subject to less interpretation in this case. 

 

It is proposed that the wastewater charge for all customers be established as fixed bi-monthly charges, 
developed on an “Equivalent Dwelling Unit” (EDU) basis that uses metered water consumption as 
representative of wastewater flow.  One EDU is defined as the average water consumption of a 
wastewater residential dwelling unit.  The number of EDUs for other customer classifications are then 
defined as the classification’s metered water consumption divided by one EDU. 

 

Total wastewater costs are divided by the total number of wastewater EDUs to yield a charge per 
equivalent dwelling unit, which becomes the charge for residential customers.  Charges for other 
customers are determined by multiplying the EDU charge by their number of EDUs, then dividing by 
the number of customers within that classification.  This effectively charges each customer within the 
classification the same charge. 

 

Table S-7 presents the proposed wastewater charges for the next five years with a comparison to 
existing charges.  The proposed charges for FY 2009-10 are planned for implementation in January 
2010 while future charges are proposed for implementation in July of each successive year. 
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5.3 TYPICAL BI-MONTHLY WASTEWATER BILLS UNDER PROPO SED CHARGES 

 

Because the wastewater charges are fixed monthly charges, Table S-7 shows the typical, or average, 
single-family bi-monthly wastewater bill.  From Table S-7, the bi-monthly wastewater bill for a 
typical single-family residential customer for FY 2009-10 will increase from $37.24 to $41.06, a 
$3.82 increase, or 10.2 percent. 

 

5.4 COMPARISON OF AVERAGE WASTEWATER BILL WITH OTHE R LOCAL 
AGENCIES 

 

Chart 2 presents a comparison of the proposed single-family residential bi-monthly wastewater bill at 
14 HCF with other local communities.  The chart indicates that under the proposed January 2010 
wastewater charges, the single-family residential bi-monthly bill is higher than 3, but lower than 10 of 
the communities listed. 
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Chart 2
San Luis Obispo County Wastewater Agencies

Comparison of Single Family Residential Bi-monthly Wastewater Bills  [1]

at 14 HCF Bi-monthly  
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[1]  For rates in effect September 2009.
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5.5 ALTERNATIVE SEWER FUND FINANCIAL PLAN AND CHARG ES 

 

An analysis was conducted to determine the impact to the Sewer Fund if property tax revenue were 
no longer received into the fund.  Similar to the Water Fund analysis, the analysis showed that the 
revenue increases required would be a minimum of a 45 percent increase on January 1, 2010 with 5 
percent annual increases each July 1 thereafter for the study period.  The 45 percent increase is 
required the first year to avoid a negative Sewer Fund operating balance.  If the Sewer Fund were 
temporarily allowed to operate with an annual deficit for four years, equal revenue increases of 16 
percent on the implementation dates proposed will meet the annual revenue requirements and the 
target operating fund balance in the fifth year. 

 

Table S-8 presents the sewer charges that would be required if property tax revenue was no longer 
received and Sewer Fund revenue were increased by 45 percent the first year and then by 5 percent in 
subsequent years. 

 



Heritage Ranch CSD  Water and Wastewater Rate Study  
 
 

 

Tuckfield & Associates  33 

�������	A
���
��������������

��.�����
�
���

������������ ��!�����"
	�������������.���������
��� �������
�
������ ��!�������$��������

#
$���������� �%
&

�������� ���	
��
�
����������������

,�
���-�	
��#� ,�
����� ��� 2009-10 2010-11 2011-12 2012-13 2013-14
�� �!"#��� �� �!"#��� �� �!"#��� �� �!"#��� �� �!"#���

���������
� ��*&�( �$(&�� �$+&)� �$)&*� �+�&*� �+$&%%
�<��4
	� �)&)( (�&�+ ($&$( (*&*% $�&'% $�&*�
,#""��	�
� �*&�( $(&�� $+&)� $)&*� +�&*� +$&%%
,
"4������##" '��&+$ '��&+$ '��&+$ '��&+$ '��&+$ '��&+$
:�"4��
	����7 �'(&$� ($*&*) (%�&%* $�(&(� $�)&$$ $$+&$%
.#���
7�,#��# �'5''*&�� �'5+�+&�� �'5*�*&)� �'5*)'&)� �'5%%'&+� �'5)*+&(�

�'�� 3�#4#�����
����-#���
����)!'��
����--�	��2���
��'5��� '�&��6���#������
����
����--�	��2�����7�'�

#-�����-��	
��7�
�&�����������
��
����<��4
	��
���	�
 ����� 7������=������������#���4
	�&
���� ���������	�
����� �	
"���--�	��2�����7����*&



 

 

 
 
 
 
 
 
 
 
 
 
 
 

Appendix A 
 

Cumulative Billed Usage 
Of Meter Sizes 

 
 



 

 

Figure A-1

Cumulative Billed Usage of Meter Sizes
Heritage Ranch CSD    FY 2008-09
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