Cost-of-Service Methodology
Review

LRFP work group
June 24, 2009
Office of the CFO



Background

* Current COS and rate elements adopted in 20(
* Unbundled rates and charges since 2003

* April 14 Board action directed review of COS
methodology



April 2009 Board Action:
Cost of Service and Rates Review

* Consider need to add/delete COS categories
* Consider increasing fixed charges

* RTS and Capacity Charges

* Potential Treated Water Capacity Charge

* Evaluate opportunities to increase property
taxes to cover larger portion of State Water
Project costs

* 2011 rate proposal must recover full COS




Time Is Of The Essence

* Work through process with member agency
managers and Long Range Finance Plan
Workgroup

* Monthly reports to Business & Finance
Committee

* Initially use evaluation criteria developed in
2008 as part of rate structure review process

* Policy changes would need to be adopted by
October/November 20090 be incorporated In
2011 rate proposal




Proposed Timeline

* June 2009: review of current COS methodolog

* July 2009: Member agency input on current
methodology

* Compile potential changes to COS methodology

* August/September 2009: Review with expert
panel and develop recommendations

* November 2009: Board considers any
alternative COS policies



Proposed Timeline
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* December 2009: FY201a revenue
requirements

* January 2010: Board considers 2011 revenue
requirements

* January 2010: General Manager recommends
rates and charges for 2011 and budget for
2010/11

* March 2010: Board considers 2011 rates



Current Rate Structure and
Cost of Service Approach

* Adopted by Board in October 2001 and implemented
for rates effective 2003

* Member agency proposal consistent with the Rate
Structure Action Plan adopted by the Board Iin
December 2000

* Addressed specific Board concerns:
* Use of property taxes
* Financial impacts
* Relative burden of financial risk
* Financial commitment
* Water resource management






