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Cost Considerations

Costs Recovered through Water Commodity Charges
(in millions)
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$19.5 78%

$1.4 6%

$1.6 
6%

$0.6 2%

$0.6 2%

$1.4 
6%

Supply O&M - base

O&M - peak Conservation

Capital - base Capital - peak

• Supply is the biggest costs 
– 78% of all costs recovered

• Supply has 3 distinct 
sources with varying costs
– Olivenhain Municipal 

Water District
– San Diego County Water 

Authority
– Seawater Desalination

• Supply/demand will be the 
focus of the study



Demand Projection Graph
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Demand Projection Table
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Demand by Source of Supply
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Demand by Source of Supply

OMWD treats SDCWA raw water and provides to the District 
charging 20% less for treatment than SDCWA treatment charge.
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Demand by Source of Supply
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Demand by Source of Supply

• SDCWA purchase commitment with Poseidon for 48KAF.
• VWD purchase commitment for 3.5 of the 48KAF
• First 3,500 at full cost recovery
• County-wide deliveries in excess of 48KAF priced at variable cost 

recovery only
• VWD gets pro-rata share of excess – 3.5/48 X County-wide excess
• 56KAF – 87% of plant capacity = anticipated County-wide deliveries
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Determining Customer Classification

Meter Size vs Customer Type
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Customer classification is a grouping of customers 
into homogeneous groups or classes. [M1 Manual]



Allocating Tiers to
Customer Classes

Supply makes up 78% of costs recovered.
Usage patterns are the starting point for determine Tier limits.
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Consumptive Use Model
• “Minimum” use inputted comes closest to accumulating Tranche 1 demand
• Reiterations with tiers limits adjusted proportionately until Tranche 1 

demand is accumulated
• Same procedure used to establish Tier 2 limit starting with average use
• Ag is added in at the projected amount



Proposed Tier Limits
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What’s next?
Cost Allocation to Tiers

• Tier 1
– OMWD water supply
– Base costs

• Tier 2
– SDCWA water supply
– Base costs
– Peaking costs

• Tier 3
– Desal water supply
– Base costs
– Peaking costs
– Conservation costs
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Cost of Service and Rate Structure 
Study Time Line

• Presented rate structure alternatives to Board

• Consensus to prepare internal rate study
February 1 - Water Rate 
Structure Considerations

• Presented progress on rate structure 
development to the Board

February 15 - Rate Structure 
Development

• Present progress on cost allocation
March 15 - Cost Allocation

• Present to Board

• Send to attorney firms with RFP for review

April 19 – Draft Cost of Service 
and Rate Structure Study 

Complete

• Review legal comments

• Populate with recommended budget amounts
May 29 – Workshop

June 7 – Board Adoption
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