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Timeline

April 2011 - Staff presented the results of the
Water Budget Based Billing Pilot Study to
NR&C.

June 2011 — RFP was issued, Red Oak
Consultant was hired in Feb 2012.

May 2012 - Red Oak presented its review of the
City’s pilot study to NR&C and IROC.

June 2013 — Staff presented the Phase | report
to IROC.


Presenter
Presentation Notes

Today we are presenting the findings and recommendations made by the Red Oak Consultant team for Phase I of the Water Budget Based Billing Study.  

Review slide bullets.

The goal of the Phase I report - provide information on all aspects of water budget based billing to assist the City in making an informed decision about whether or not to move forward with Phase II, which involves modeling potential water budget rate structures.   

Red Oak team members that worked on this study include:
John Gallagher – rates
Tom Ash – water budget implementation
Maureen Erbeznik – Water Conservation program expert
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~ Phase 1 Report

e Evaluate applicability of water budget based
billing to all customer classes.

e |dentify hurdles to implementation.

* |dentify water conservation programs that will
complement water budget based billing.
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Presentation Notes

Review bullet points on slide.

 In addition, to further consider the pros and cons of implementing water budget based billing in San Diego, staff developed high level cost estimates. We will review those today.



E9 Phase | Result Highlights

Red Oak made these findings:

1. Recommended methodologies to develop budgets:

» Single Family — # of people per household, irrigated
landscape area and weather conditions.

» lIrrigation —irrigated landscape area and weather
conditions.

» Commercial and Multi-Family — average historical
consumption at the site.
2. The billing system must be able to handle all
proposed methodologies and calculations.
Enhancements required.
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Presentation Notes
Bullet 1 
Red Oak has recommended specific methodologies for each use class that are in accordance with industry standards, comply with State guidelines and have been used in practice by other Southern California water utilities.  

Review of slides – go over each methodology. 

(Review concept of ET / weather conditions here and its role in the outdoor water budget.  Evapotranspiration is the loss of water both by evaporation and transpiration of the plant, and is an indication of the watering needs of the plant.)

(The consultant recommends that multi-family and commercial use classes employ historical consumption as the method to build budgets due to the unique nature of every site and business, and because there is difficulty in finding industry standards that objectively set efficiency standards (unlike SFR and irrigation))

Bullet 2
The City’s billing system must be able to incorporate unique variables for every account, such as people per household, size of irrigated area, ET values, and historical consumption.  

Department of IT set its preliminary cost estimate to programming upgrades to the Customer Care Solutions billing system at up to $750,000.  





Phase | Result Highlights, continued

3. Customers should be billed on a monthly basis to
provide timely feedback on consumption.
Requires modification of billing system and
dedication of significant staff resources.

4. The variance process is an important part of
accurate water budget development. Dedication
of significant staff resources required.

5. Water budgets can provide a useful drought

management tool to achieve targeted Q
&

usage reductions when necessary.
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Bullet 3
The consultant expressed concern with providing customers with delayed feedback on consumption information (only once every 60 days).  Currently, the City has about 270,000 bi monthly accounts and 13,000 monthly accounts. Moving to monthly billing represents a significant annual expense (will be reviewed in cost estimates).


Bullet 4
Variance programs allow customers to provide specific information about the variables that are used to develop their water budget.  It allows flexibility, but will also require additional staffing resources to support the effort (will be reviewed in cost estimates). 



Bullet 5
A utility can apply usage reductions equitably through a drought factor incorporated into each customer’s water budget.  


Phase | Result Highlights, continued

6. The City’s existing water conservation
programs should be enhanced to provide
additional support to customers wishing to
reduce consumption in order to meet their
budgets. Suggestions include:

» Offer additional incentive programs.

» Increase customer support to those participating
in turf removal and irrigation enhancement
programs.
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Other Considerations

Perceived equity / Perceived inequity.

Touts greater revenue stability for utility, but
requires accuracy in water budgets.

False to assume water budgets will result in
smaller water bills for customers.

Offers an alternative to sewer bill methodology.
Makes water less affordable.

A great majority of customers would already
meet a water budget.


Presenter
Presentation Notes
In addition to the recommendations made by the Consultant, staff notes other some other considerations. 

Perceived equity / inequity: 
Budgets may be viewed as equitable because they set water use based upon objective efficiency standards and the unique characteristics of an account, rather than percent reduction across the board.

They can also be viewed as inequitable.  Should the customer with the large yard and substantial irrigation requirements pay the same water rate to irrigate as the customer with the smaller yard and minimal irrigation requirements?

Revenue stability:
In concept, a water budget rate structure will meet a utility’s revenue requirements through the base charge plus the sum of water sales that are generated when customers stay within their budget.  Because customers are using water efficiently in order to stay within their budget, good (accurate) water budgets can give utilities a good indication of how much water will be sold.  Water used in excess of the budget is  not needed to meet expenses, so can be used to fund programs that assist customers in increasing efficiency.    
A utility must generate enough revenue …. 




g Cost Estimates (water budgets for all
N~ customer classes)

Estimated at $5.7 million in one-time
expenditures and $3.6 million in annual costs to
implement water budgets for all customer

classes.

e Largest expenses are:
» Billing System Enhancements: $754,000 (one-time).

» Migration to monthly billing (currently 95% of all
accounts are billed bi-monthly): $2.4 million (annual).

» Variance program: $3.6 million (one-time) / S1 million
(annual).



g4 Cost Estimates (Irrigation only)

Estimated at $S871,000 in one-time
expenditures and $88,000 in annual costs to
implement water budgets for irrigation
customer class.

e Largest expenses are:
» Billing system enhancements: $513,000 (one-time).

» Initial development of water budgets: $257,000
(one-time).
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Requested Action

e Complete a modified Phase Il study scope, to

model potential water budget rate structures
for the Irrigation customer class.

Benefits of the recommendation:
» Minimal cost and complexity to implement.

» Significant water use for small proportion of
accounts (11% of water use, 2% of all accounts).

» Allows for implementation of tiered rate structure
for irrigation, with those exceeding water budgets
paying a higher rate.

10


Presenter
Presentation Notes
Read Action bullets

Read Alternatives from staff report 
No action 

Go forward with Phase II scope to model all customer classes for potential water budget rate structure. 
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e At theJune 24, 2013 presentation IROC:

— Passed motion to support staff
recommendation.

— Passed additional motion recommending
against rate modeling or implementation of
water budgets for Single-Family Residential
customer class.



Next Steps (after today’s decision)

 Phase Il - rate modeling for Irrigation accounts
(estimating 4-6 months).

e Decision Point at conclusion of Phase Il — policy
decision on whether to implement water budget
for Irrigation accounts.

 Phase lll -implementation of water budgets for
Irrigation accounts (estimating 16 months).
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Presentation Notes
Based on staff’s recommended action, next steps in the project include:
Read bullets. 

Note on third bullet:  The irrigation rate modeling using water budgets is not a substitute for a COSS.  If approved, it will be included in next COSS, allowing for water budget implementation for Irrigation accounts by January 2016.



Questions?
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