
















THE CITY OF  SAN DIEGO 

November 15, 2010
    2:00 p.m.

Notice  of
              Public Hearing

City Administration Building
202 “C” Street, 12th  Floor
Council Chambers

Interested
 parties  are

 invited  to  attend.
Read  inside  to
learn  more.

The  San  Diego

City  Council  will  hold

a  public  hearing

to  consider a  proposed

water rate  increase  as  a

result  of  an  increase  by  the

County  Water Authority

for the  wholesale

cost  of  water.


Some  customers will  receive multiple  notices  In  order  to  ensure  that  all  San  Diegans  are  informed  about
possible  water  rate  increases,  these  Notices  are  being  sent  to  all  City  of  San  Diego  water  customers.  If  you  are  responsible  for

more  than  one  bill,  you  will  receive  more  than  one  Notice.

This  material  is  available  in  alternative  formats  upon  request  to  accommodate  persons  with  disabilities  or
non-English  speakers.  To  order  information  in  an  alternative  format,  or  to  arrange  for  a  sign  language  or  oral  interpreter

at  the  November 15, 2010  hearing,  please  call  the  Clerk’s  office  on  or  before  November  5,  2010
at  (619)  533-4000  (voice)  or  (619)  236-7012  (TTY).

You Can Protest the

Proposed Rate Adjustment
You  can  use  the  form  in  this  notice  to  register  your  protest  against  the

proposed  water  rate  adjustment.  You  can  also  choose  to  write  a  letter  to  the  City,

following  the  requirements  below,  or  appear  at  the  public  hearing  listed

on  the  front  cover  of  this  notice  to  submit  your  written  protest.

How Can  I Participate?
Interested  parties  can  comment  on  the  proposed  rates.  California  law  prohibits  the  City  from  implementing  the  new  rates

if  a  majority  of  the  affected  property  owners  or tenants  file  written  protests  opposing  the  rates  before  the  end  of  the  public

hearing.  Only  one  written  protest  per affected  property  will  be  counted  towards  the  majority  protest.  Written  protests  must  be

received  by  the  City  Clerk,  Mail  Station  No.  2P,  City  Administration  Building,  202  C  Street,  San  Diego,  CA  92101 ,

before  the  end  of  the  public  hearing  which  is  scheduled  for 2:00  p.m.,  November 15,  2010.  Each  protest  must  identify  the

affected  property  (by  street  address  or Assessor’s  Parcel  Number)  and  include  the  signature  of  the  property  owner

or utility  customer of  record.  Email  protests  will  not  be  accepted.  Although  oral  comments  at  the  public

hearing  will  not  qualify  as  formal  protests  unless  accompanied  by  a  written  protest,  the  Mayor

and  City  Council  welcome  input  from  the  community  during  the  public  hearing.

USE  THIS  FORM  TO  PROTEST  THE  PROPOSED  WATER  RATE  INCREASE

I ____________________________________________________________protest  this  proposed  increase  to  water rates.

Property Address  or
Assessor’s  Parcel  Number:  __________________________________________________________________________


Signature:___________________________________________________


If you  wish  to  use  this  form  as  your protest,  please  fill  out  and  mail  in  a  stamped  envelope  to:
City  Clerk,  City Administration  Building,  202  C  Street,  MS  2P,  San  Diego,  CA 92101.

PreSorteD

StANDArD

U.S. PoStAge  PAid

SAN  DIego,  CA

PerMIt No.  9

THE CITY OF SAN  DIEGO


202  C  Street,  MS  2P
San  Diego,  California  92101

Ang  kasulatan  na  ito
ay  matatagpuan  din  sa

www.sandiego.gov,  sa  wikang  Tagalog.

Este  Material  esta
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www.sandiego.gov
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            Information  Inside


(Print first and last name)
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 Notice of Public Hearing: November 15,  2010 at 2:00 p.m.

PROPOSED  WATER  SERvICE  RATES  AND  CHARGES
The  San  Diego  City  Council  will  be  holding  a  public  hearing  to  consider proposed  adjustments  in  water rates.  The  meeting
will  be  held November 15,  2010  at 2:00  p.m.  At this hearing the  City Council  will  consider the  recommendation  to  increase
water  rates  to  recover  the  increased  cost  charged  by  the  San  Diego  County  Water Authority  for  wholesale  water.


PRoPoSed  New wAteR RAteS  BASed  oN CoUNtY wAteR AUthoRitY ACtioN

On  June  24,  2010  the  San  Diego  County  Water  Authority 
(CWA)  voted  to  increase  several  of  the  rates  it  charges  for
imported  water  beginning  on  January  1,  2011 .  These  rate
increases  apply  to  all  county  water  agencies,  including  the
City.  Because  local  water  supplies  are  very  limited,  the  City
must  buy  approximately  85-90%  of  the  water it supplies  to
its  customers  from  the CWA.  Because  the City  is  required
to  recover  the costs  for water purchases,  it must “pass
through”  these  increased charges  to  its own customers.

The CWA based  its  increases on the costs for  its own 
infrastructure, operations and maintenance. The CWA 
increases  also  reflect  the  cost  it  pays  to  purchase  water from 
the region’s largest water wholesaler, the Metropolitan 
Water District of Southern California. The CWA has
approved  increases  to both  its fixed  infrastructure access 
charge  and  its  commodity  charges, which  are  based  upon 
the  amount of water purchased.  These  rate  increases  do  not 
include  any  expenditure  for  City  infrastructure,  operations 
or  maintenance. 

 

Proposed Fee  increases


There are  two parts
 to water rates charged
 by the City
of San Diego to you as a customer. These are the Base
Fee and  the Commodity Fee. The Base Fee  is  levied  to
recover  the fixed charges associated with  the operation

and maintenance of the water system and includes
charges  paid  by  the City  to  access  the CWA water  supply
infrastructure.  The  Commodity  Fee  is  levied  to  recover  the
variable  costs  based  on  the  amount  of  water used  by  water
system  customers. The proposed  rate  increase will affect
both  the  Base  Fee  and  the  Commodity  Fee.

Proposed Base  Fee  Rate Adjustments  due  to
CwA “Pass through”

The following table  illustrates how the proposed water
rate  increase will affect the Base Fee for water system
customers.  This  fee  is  applied  to  each  meter equivalent  and
increases  as  the meter  size  increases.  The  figures  included
in  the  table  are  based  on  charges  per  month.

PROPOSED  CWA  PASS  THROUGH  INCREASE  -  MONTHlY  BASE  FEE  (BASED  ON  METER SIzE)

AN iMPoRtANt Note:  More  than  90  percent  of  the  Single  Family  Residential  customers  have  meter  sizes  less  than  1  inch.
That  means  that  the  vast  majority  of  Single  Family  Residential  customers  will  see  their  Base  Fee  rise  by  47  cents  per  month.  If  you
need  assistance  to  determine  your  meter  size,  please  call  the  City’s  Public  Utilities  Customer  Service  Division  at  (619)  515-3500.

PRoPoSed  CoMModitY Fee AdjUStMeNtS  dUe to  CwA “PASS thRoUgh”
In  addition  to  an  increase  in  the  Base  Fee  for  fixed  charges,  the CWA  “pass  through”  costs  proposed  by  the City will
also  raise  the Commodity Fee. The City  is proposing  to  raise Commodity Fees by 5.86%  for each hundred cubic
feet (HCF) of water consumed within the City’s tiered water rate system. A hundred cubic feet of water equals
approximately  748  gallons.

wAteR RAteS RedUCed iN SePteMBeR :  On  December 3,  2007,  the  San  Diego  City  Council  voted  to  initiate  an  Indirect
Potable  Reuse  Demonstration  Project  to  determine  the  feasibility  of  using  advanced  treated  recycled  water  to  augment  local
drinking  water  supplies.  On  January  1,  2009,  a  temporary  water  rate  increase  of  3.08%  was  applied  to  all  customer  classes
and  tiered  consumption  rates  equally  in  order  to  fund  this  project.

This  temporary  rate  increase  has  been  eliminated  effective  September  1,  2010.  The  total  project  cost  is  $11 ,811 ,000  and

Customer 
Classification 

Single  Family  Dwelling

Current 
Fees 

Anticipated 
Increase 

Rate  as  of
January  1,  2011

tier 1  (First  7  HCF  used) $3.410 $0.200 $3.610

tier 2  (Second  7  HCF  used) $3.698 $0.217 $3.915

tier 3  (Usage  above  14  HCF) $4.152 $0.243 $4.395

Multi-Family  Dwelling $3.698 $0.217 $3.915

Commercial $3.547 $0.208 $3.755

Industrial $3.547 $0.208 $3.755

Irrigation $3.790 $0.223 $4.013

temporary  Construction $3.790 $0.223 $4.013

PROPOSED  CWA  PASS  THROUGH  INCREASE  -  MONTHlY  COMMODITY  FEE  (BASED  ON  WATER USAGE)

example:
When  combined  with  new  Base  Fees,  the  increased  Commodity  Fee  will  effectively  raise  total  water  rates  for  a  typical  Single
Family  Residential  customer  using  14  HCF  by  approximately  4.94%  ($3.39  per  month).  The  exact  amount  of increase  will
vary  among  customers  because  of the  varying  levels  of water  consumption.

Note:  To help promote  conservation,  the City uses a  tiered billing  structure  that  increases  the  costs  for water used by
residential  customers.  The  first  tier  rate  applies  to  water  usage  up  to  7  HCF  per  month.  The  second,  higher  tier  rate  applies  to
all  water  used  over  7  HCF  and  up  to  14  HCF  per  month.  The  third,  highest  tier  rate  applies  to  all  water  used  in  excess  of  14
HCF  per  month.

Please  note  that  the  City  bills  its  Single  Family  Residential  customers  bi-monthly.  This  means  each  water  bill  these  customers

receive  includes  charges  for  two  months  of service.

More  information  about  water  rates  is  available  at  www.sandiego.gov/water  or  by  calling  (619)  515-3500.

EFFECT  OF  PROPOSED  CWA  WATER RATE  INCREASES  ON  A  TYPICAl

SINGlE  FAMIlY  DWEllING  MONTHlY  BIll  (14  HCF  USAGE)

Single-Family  Dwelling

Base  Fee

3/4  inch  meter

Commodity  Fee*

tier 1  (1-7  HCF)

tier 2  (8-14  HCF)

Total

$23.87

$25.89

$68.62

$25.27

$27.41

$72.01

$18.86 $19.33

Current
Fees

Projected  as  of
January  1,  2011

*Assumes  7  HCF  used  per  rate  tier.


Increase  ($) $3.39

Increase  (%) 4.94%

BASE  FEES 
Meter Size 

Current 
Fees 

Anticipated 
Increase 

Rate  as  of
January  1,  2011

5/8  Inch $18.86 $0.47 $19.33

3/4  Inch $18.86 $0.47 $19.33

1  Inch $27.66 $0.80 $28.46

1  1/2  Inch $47.79 $1.55 $49.34

2  Inch $72.95 $2.49 $75.44

3  Inch $132.04 $4.70 $136.74

4  Inch $216.30 $7.85 $224.15

6  Inch $425.08 $15.65 $440.73

8  Inch $676.59 $25.05 $701.64

10  Inch $970.89 $36.05 $1,006.94

12  Inch $1,808.47 $67.35 $1,875.82

16  Inch $3,150.36 $117.50 $3,267.86

the  temporary  rate  increase  raised  $10,550,477  in  revenue.  The  remaining  $1,260,523  in  project  costs  will  be  reimbursed
by California Proposition 50 and U.S. Bureau of Reclamation grants. Current  fees  shown above  include  the effect of
this  reduction.

For more  information about the  Indirect Potable Reuse Demonstration Project, please visit www.sandiego.gov/water 
and  click  on  the  Water  Reuse  icon.
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August 26, 2010

OFFICE OF THE CITY AUDITOR

1010 SECOND AVENUE, SUITE 1400 ●  SAN  DIEGO,  CA  92101

PHONE 619 533-3165, FAX 619 533-3036

August 26, 2010
 
Alex Ruiz
Interim Director of Public Utilities
City of San Diego
 
Subject: Agreed-Upon Procedures Review of the Public Utilities Department’s

Increase in City of San Diego Water Rates
________________________________________________________________________


 

We performed the agreed-upon procedures review requested by the Public Utilities

Department related to the proposed increase in water rates for City of San Diego rate

payers, pursuant to San Diego County Water Authority rate increases effective January

1, 2011, except for the Readiness-to-Serve Charge which is effective July1, 2010.    In
summary, we agreed to perform a review of the mathematical accuracy of the Public

Utilities Department’s calculations of projected increases in water purchase costs and

the revenues required to offset the purchases for calendar year 2011.
 
We conducted our work in accordance with Generally Accepted Government Auditing

Standards.  These standards provide guidance on performing and reporting on the

results of agreed-upon procedures.  By specifying the procedures we agreed to perform,

the Public Utilities Department is responsible for ensuring that the procedures are

sufficient to meet their purposes, and we make no representation in that respect.  Our
review is intended solely for the information and use of the management of the City

and is not intended to be and should not be used by anyone other than these specified
parties.
 
We were not requested to, and did not conduct an audit verifying the reasonableness of

the assumptions related to estimates and projections which would have required

additional procedures.  Such additional procedures may have identified other matters, if

they existed, that would have been reported to you.  We initiated our agreed-upon

procedures on August 5, 2010, and completed our work on August 25, 2010. 



Alex Ruiz 
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August 26, 2010

The agreed-upon procedures and the results of our work in the report attached were

provided in draft to the Public Utilities Department for review and comments and they
concurred with its contents.  The audit staff responsible for this audit report is Judy
Zellers, Kyle Elser, and Chris Constantin.  Please contact me if you have any questions.

Sincerely,

Eduardo Luna
City Auditor

cc:  Honorable Mayor Jerry Sanders
Honorable City Council Members
Honorable Audit Committee Members
Jay M. Goldstone, Chief Operating Officer

 Jeanne Cole, Interim Program Manager , Public Utilities Department
 Chris Ojeda, Supervising Economist, Public Utilities Department

Mary Lewis, Chief Financial Officer
 Jan Goldsmith, City Attorney
 Ken Whitfield, City Comptroller
 Andrea Tevlin, Independent Budget Analyst
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Public Utilities Department Agreed-Upon Procedures Review Report
CY2011 Pass-Through Charges

 
Background
 
The City of San Diego purchases water from the San Diego County Water Authority (SDCWA). 
As a result of increases in the Metropolitan Water District’s (MWD) water supply rates, the

SDCWA Board of Directors authorized an increase in the cost of water purchased from the

Water Authority, effective January 1, 2011, except for the Readiness-to-Serve Charge which is
effective July 1, 2010.  The City of San Diego Public Utilities Department has proposed a
January 1, 2011 increase to the rates paid by City of San Diego customers to offset these

increasing costs.  The Public Utilities Department asked the Office of the City Auditor to
perform an agreed-upon procedures review to verify the accuracy of those calculations.

Public Utilities Department calculations included the following:

• Increase in base rates per meter, based on water meter sizes

• Increase in costs to purchase water from SDCWA, based on SDCWA rate changes and

estimated water purchases

• Increased revenue from San Diego ratepayers necessary to offset the purchase costs based

on estimated water sales

• Allocation of the increased revenues to customers, based on water usage

While a Proposition 218 public notice is required prior to increasing rates, a draft of this notice

was not provided and was therefore not part of this review.  Additionally, we did not trace the
City’s water purchase costs to the invoices issued by SDCWA, and we make no statement as to

the accuracy of the purchase costs provided by the Public Utilities Department. 
 
In summary, we found that the Public Utilities Department calculations were mathematically


accurate.  

The following table provides the results of our agreed-upon procedures review.
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Agreed-Upon Procedure Result Review Procedures

1) Trace the January 1, 2011 water 

purchase costs to the SDCWA ordinance. 

The rates established by the SDCWA
agreed to the rates used in the Public
Utilities Department’s calculations.  The
rates are effective January 1, 2011 except
for the Readiness-to-Serve Charge which
is increased on a fiscal year basis at July 1.
 
The Readiness-to-Serve Charges are
incurred by the City on a fiscal year (FY)
basis; however, the offsetting revenues are
collected on a calendar year (CY) basis. 
Approximately $700,000 of costs incurred
in FY 2010 will be collected from
ratepayers in FY 2011.  We notified Public
Utilities of the timing difference in cost
recovery pertaining to the Readiness-to-
Serve Charge and discussed this with the
City’s independent auditor who concluded
this is immaterial to the fund. 

Traced rates effective as of January 1,
2011 from the SDCWA ordinance to the
rates used by the Water Division in their
calculations. Payments to the SDCWA for

in-lieu taxes are based on budgeted
estimates and are the responsibility of the
Public Utilities Department; we did not
confirm the calculation of these estimates .

2) Verify the prior year purchase costs

used to calculate the change in costs

between calendar year 2010 and calendar

year 2011 rates.

The prior year SDCWA rates agreed to the
rates used in the Public Utilities
Department’s calculations.

We verified the SDCWA rates, effective
January 1, 2010 based on the prior year
SDCWA ordinance.  Payments to the
SDCWA for in-lieu taxes were traced to
the prior year estimate.

3) Verify the mathematical accuracy of the

Public Utilities Department’s calculations

of projected increases in water purchase

costs and the revenues required to offset

the purchases for calendar year 2011.

Projected increases in water purchase costs

and the revenues required to offset the
purchases for calendar year 2011 were
mathematically accurate.

The projected total increases in water
purchase costs and the revenues required to

offset the purchases for calendar year 2011
are based on estimates of acre feet of water

purchased and sold, which may vary
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Agreed-Upon Procedure Result Review Procedures
SDCWA has maintained FY 2010 target 
allocations through June 2011.  
 

depending on usage.  We used the
following procedures to verify
mathematical accuracy:
 

• Traced FY2010 water sales figures
to Customer Information System
Report U0-400-30.

• Verified the projected water sales
for CY 2011 do not exceed CWA
Target Allocation for FY2010. 

• Verified mathematical accuracy of
revenue estimates for FY2011 and
FY2012.

• Verified additional revenue
required based on projected water
sales.

4) Verify the allocation of rate increases to

rate payers.
 

The allocation of rate increases to rate
payers is mathematically accurate.
 
 

 

• Recalculated July 1, 2010 rates
based on 6.5% annual increase
approved by Council Res. 302380
for FY2008-2011.

• Recalculated projected January 1,
2011 rates prior to the SDCWA
increases and verified rate reversals
in calendar year 2010.  Two rate
reversals will occur in CY 2010. 
On September 1, 2010, the
temporary charge to fund the
Indirect Potable Reuse Project
(IPR) will be reversed.  Also, a
partial reversal of the City’s



Page  4

Agreed-Upon Procedure Result Review Procedures
January 1, 2010 pass-through rate
increase will be reversed.  There
was a four month timing difference
in the prior year between the date
the SDCWA increased costs to the
City and the date the City passed
these increased costs to the rate
payers.  The CY 2010 rate was
calculated to recover sixteen
months of costs over a twelve
month period.  The portion of the
rate pertaining to the timing
difference will be reversed prior to
the January 1, 2011 pass-through
increase.

• Verified the percentage increase in
commodity charges based on
additional revenue required to
offset costs.
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