
TO: 

FROM: 

DATE: 

BOARD OF DIRECTORS 

DON SPAGNOLO ~fD/ 
GENERAL MANAGER (!0'-7() 

SEPTEMBER 29, 2010 

AGENDA ITEM 

4 
OCTOBER 1, 2010 

REVIEW 45 DAY NOTICE FOR PROPOSED WATER RATE 
INCREASE AND RESCHEDULE PUBLIC HEARING 

Consider review of the 45 day Notice for the proposed water rate increase and reschedule the 
public hearing [RECEIVE ORAL STAFF REPORT, REVIEW PROPOSED 45 DAY NOTICE 
AND RESCHEDULE PUBLIC HEARING] 

BACKGROUND 

Staff will present an oral report regarding this item at the Board meeting. 

RECOMMENDATION 

Staff recommends Your Honorable Board review the proposed 45 day Notice and reschedule 
the public hearing. 

ATTACHMENTS 

• Proposed Notice Of Public Hearing - Water Rate Increase. 

tlboard matterslboard meetingslboard letterl20101101001 reschedule public hearing for water rate increase.doc 
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NIPOMO COMMUNITY SERVICES DISTRICT 
NOTICE OF PUBLIC HEARING 

WATER RATE INCREASE 

To: Owners of Record and Customers of Record 

Date of mailing Notice 

This is a notice to explain proposed increases in water rates for the Nipomo Community Services District 
("NCSD" or the "District") and the majority protest procedures. The proposed rate increases will be 
recommended for adoption by the NCSD's Board of Directors at the Public Hearing described in this 
Notice. 

NOTICE OF PUBLIC HEARING" 

A Public Hearing for the Proposed Water Rate Increase wilkbe:beld on: 

Date: , 2010 Time: 9:00 a.m. 

Place: Nipomo Community Services District Board Room, 148 South Wilson Street, Nipomo, CA 

At the public hearing the Nipomo Community Services District Board of Directors will consider 
all public comment in support and in opposition of the Water Rate Increase and whether or not a 
Majority Protest exists (see below). If approved. the Water Rate· Increase would become effective 
January 1, 2011 . 

After the close of the Public Hearing, the Board of Directors may direct the District Secretary. or 
designee, to begin tabulation of the protests, and to continue the agenda item to the Board of 
Directors meeting of , 2010, to announce the protest outcome and to consider the 
adoption of resolutions consistent with the District Secretary's determination. 

REVISEDJRATE StRU.Gl:URE 
. y. ":- .~ -' . ,?3= -

The existing rate struct~'rej;f6~ resia;~ntial customJl.~:'is ~ba'S"ed ona bi,.,monthly fixed charge component and 
a bi-monthly two tiered { block rate) commodity co rTiJl.:OIn'e!'I"t. The existing rate structure for irrigation, 
commercial and other wifte(customersis based on ;'a~i-monthly fixed charge component and bi-monthly 
single block rate componenl "",= ;". _ .... . 

The propqsed)~atei $~n)~t.yre inch;i(j~s: 

• ·:;.A .~=~onthIY-~ixec/bh~rg; :cQ~ponent (Table 1) 
W.~~~;;:_ . ~' . '::<'~. _:,-:" " 

• Re~iqential four block:.-(ti~f,ed) cOI1'1J!l1odity rate component (Table 2) , 

• Two blq~k .Jtiered) comrl1()dl1y rate COITlPonent for commercial and irrigation (Table 3); and 

• A uniform wal~r rate for ag~i'el\llture and all other users (Table 4), 

The revised rate structQ~;f:j S inclu~ectjn the Tuckfield & Associate "Report on Water Rate Study" 
referenced in the next section. ~-:'>;'-f 

BASIS OF PROPOSED RATES 

The NCSD contracted with Tuckfield & Associates to conduct a water rate study to determine the revenue 
required to meet the NCSD's financial obligations in providing water service within the NCSD's Water 
System, The conclusions and recommendations of Tuckfield & Associates are summarized in a final 
report entitled, "Report on Water Rate Study," dated September 2010 (the "Study"), 

The objectives of the Study included the following : 

• Analyze the water fund 's historical revenue and revenue requirements, and project future revenue 
and revenue requirements recognizing the existing water service rates and future water system 
operations. 

• Develop a reliable 5-year financial plan for the water fund that identifies adjustments to revenue 
to meet future water fund obligations. 

• Create a schedule of water service rates that is fair and equitable, that provides predictable 
sources of revenue as described in the financial plan, and that meets Proposition 218 
requirements for water service rates. 
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The Study concluded: 

• The water fund's revenue and revenue requirements indicated that the fund will be deficient in 
meeting its future obligations. The deficiency is due to existing operation deficiencies, inflation in 
operation and maintenance (O&M) expenses, and the additional expense obligations related to 
operation, maintenance and purchase of supplemental water from the Waterline Intertie Project 
for Fiscal Year 2012-2013. The actual construction cost of the Waterline Intertie Project is 
proposed to be financed by an assessment district. 

• Revenue from water service rates will need to increase by an average of thirteen (13%) percent 
on an annual basis commencing on January 1, 2011 through December 31 , 2015. 

COMMODITY - DEMAND COST OF SERVICE METHODOLOGY 

The Study recommends the use of commodity-demand cost of service methodology in establishing water 
rates. 

In the commodity-demand method, revenue requirements are ' assigned as commodity costs, demand 
(capacity) costs, and customer costs. Commodity costs ar,e char~ct~rized by those costs that vary with 
the quantity of water produced , such as pumping power, ~ch.emicals.purchased water, and other costs. 
Demand costs are generally those costs associated wjt~ . providing faciHties to meet peak rates of use. 
Such costs may include all transmission and distribution::system pumpirig agg all treatment transmission, 
and distribution mains and storage facilities thg,t ~aresized to meet peak.~""aemands . Customer costs 
include those incurred to serve the customer, rega rdless of the amount of wa'ter consumed. These costs 
include meter and service maintenance, meter read i'ng, billing, collecting, and accoulj)ting costs. The cost 
of service analysis resulted in an allocation of 25 to 30 perc.ent lQr costs to be "re~overed from fixed 
charges with the remaining 70-75 percent <;>1 costs recovered from:commodity rates.1blls result is similar 
to the existing rate structure. 

The Fixed Charge Component 

The proposed bi-monthly fb(ed charge component for all customer classifications is based on 
meter size and is depicted irLfl1;e following -taQ.le: . . . 

l;:ABkE 1::.: 

Proposed BI.mo nthly Water I'lxed Charges 1'1 

MeterSlzel EXisting ~~II~ Ji!n ~i!~ 1 Qf !l<l!;;h FI~!CS!I Y~a( 
LlII9!!li21l 'Ctl<!(9!l ~ 2010.'1 2011-12 2012-13 ~ 2014·15 

1 Inch and 'less. '$24.52 $24.52 $27.71 $31 .31 $35.38 $39.98 
litigation Charge S6.32 S6.32 56.32 $6.32 $6.32 $6.32 

1 1/2 inch . :.-~ $69.61 569.61 $78.66 $88.89 $100.45 $113.51 
Litigation Charge '~i~.,$14 . 36 $14.36 $14.36 $14.36 $14.36 $14.36 

2 Inc/) $110.25 $110.25 $124.58 $140.78 $159.08 $179.76 
tiUgatlon Charge $~9.92 $19.92 $19.92 $19.92 $19.92 $19.92 

3 Inch $205.15 $205 ,15 $231 .82 $261 .96 $296.01 $334.49 
LItigation €harge $2"92 $27.92 $27.92 $27.92 $27.92 $27.92 

4 inch -- $340.68 $340.68 $384.97 $435.02 $491 ,57 $555.47 --
Litigation Charge $36.00 $36.00 $36.00 $36.00 $3600 $36.00 

6 inch $679.22 $679.22 $767.52 $867.30 $980.05 $1,107.46 
Litigation Charge $59.58 $59.58 $59.58 $59.58 $59.58 $59 .58 

Blnch $1,085.63 $1,085.63 $1,226.76 $1,386.24 $1,566.45 $1,770.09 
Uliaatlon Charse $68.08 S68.08 S68.08 S68.08 $68.08 S68.08 

,II Dooa no! Includo Blacklako buy·ln·charge (NCSD Codo § 3.40) 

The above referenced litigation charge reflects the adjusted rate to offset the District's financial 
obligations related to the lawsuit titled Santa Maria Valley Water Conservation District v. The City of Santa 
Maria, the Nipomo Community Services District, et al. This lawsuit is commonly referred to as the Santa 
Maria Groundwater Adjudication. When the District's financial obligations regarding this lawsuit have 
been satisfied the litigation charge will be eliminated. 
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Residential Commodity Rate Component 

The proposed bi-monthly four block commodity rate component for both single family and multifamily is 
depicted in the following table: 

TABLE 2 

Proposed Residential Water Commodity Rates [1][2] 
CcF e uals 748 allons 

Customer Rate Existing Effective Janua[Y 1 of each Fiscal Year 
Classification Block Rates 2010-11 2011-12 

Single Family 
Existing Structure 

o to 40 Ccf $1 .64 
Over 40 Ccf $2.60 

Prollosed 4 Block Structure 
o to 24 Ccf $1.60 $'2.03 

25 to 40 Ccf 52-07 52.34 
41 to 100 Ccf $3.15 S3.56 
Over 100 Ccf 55.40 $6.10 

Multifamily 
Existing Structure 

All 
Consumption $2.06 

Prollosed 4 Block Structure (per dwelling unit) 
o 10 8 Ccf $1 .80 S2.03 

9 1012 Cof S2.07 $2,34 
13 to 25 Ccl $3.15 53.56 
Over 25 Ccl $5.40$6.10' 

['I Does not include lixed charges. '.--~" • 
[2] Does not include Blacklake buy-iri.charge,(NCSD Code § 3.40) 

Commercial and Irrigation Commodity Rat~ C6mp~l1ent 

2012-13 

52~29 ' 
$2.64 
54.02 
S6:89, 

52.29 
$2 .p~ 
54,02 
S6.B9 

2013-14 

$2.59 
$2..98 
54.54 
57.79 

$2.59 
52.98 
$4.54 
57.79 

2014-15 

$2.93 
$3.37 
$5.13 
S8.80 

$2.93 
$3.37 
,$5.13 
$8.80 

The proposed bi-monthly two ~Jock commodity .rate com1>ooent for commercial and irrigation is depicted 
in the following table: 

TABLE 3 

Proposed Non-residential C;:ommodlty Raw Component [1] [2] 
All numbers reflect CcF 
CcF 0 uals 748 allons 

Customer ExisJlng Elrecl1ve Jani,!8[Y 1 21 eil!:;h Fls~1 Y~l!r 
Oias§iUcation '~'\iMeter Size "-'Rate Block ." Rates- 2010-11 2011-12 2012-13 2.Q1lli 2014-15 

Prollosed Two Block Rate Structure for COmmercial and IrrigaUon Commodity Rate Component 
. Commercial . . 

5/8" Meter o to 35 Cef $2.06 $2.07 $2.34 $2.64 $2.98 $3.37 
Over 35 Cd $2.06 $3.15 $3.56 54 .02 $4.54 $5.13 

3/4" Meter o to 50 Cet $2.06 $2.07 $2.34 $2.64 $2.98 S3.37 
Over 50 Cct $2.06 $3.15 $3.56 $4.02 $4.54 $5.13 

j"Meter o to 55 Cet $2.06 $2.07 $2.34 $2.64 $2.98 $3.37 
Over 55 Cet $2.06 $3.15 $3.56 $4.02 $4.54 $5.13 

11/2" Meter o to 290 Cef S2.06 $2.07 $2.34 $2.64 52.98 53.37 
Oller 290 Cof 52.06 S3 . 1~ $3.56 $4.02 54.54 55.13 

2" Meter o to 165 Cel S2.06 $2.07 $2.34 $2.64 $2.98 $3.37 
Over 165 Cef S2.00 S3. t5 S3.56 $4.02 $4.54 $5.13 

3" Meter 01082 Cer S2.06 S2.07 S2.34 $2.64 $2.98 $3.37 
Over 62 Cer S2.06 53.15 $3.56 $4.02 54.54 $5.13 

4" Meter 01025 Cet S2.06 S2.07 $.2.34 $2.64 S2.98 53.37 
Over 25 eet 52.06 $3.15 $3.56 SA;02 54.54 $5.13 

Irrigation 
5/8" Meter o to 50 Cet $2.06 $2.07 $2.34 $2.64 $2.96 $3.37 

Over 50 Cct $2.06 $3.15 $3 .56 $4.02 $4.54 $5.13 

1" Meter 01075 Cct $2_06 $2.07 $2.34 $2.64 $2.98 $3,37 
Over 75 Ccf 52.06 53.15 $3.56 $4.02 $4.54 $5.13 

11/2" Meter o to 350 Gct $2.06 $2.07 $2.34 $2.64 $2.96 $3.37 
Over 350 Cet $2.06 $3.15 53.56 $4.02 $4.54 $5.13 
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Table 3 Continued 

2" Meter o to 350 Cct $2.06 $2.07 $2.34 $2.64 $2.98 $3.37 
Over 350 Cct $2.06 $3.15 $4.02 $4.54 $5.13 

3" Meter o to 3000 Cct $2.06 $2.07 $2.34 $2.64 $2.98 $3.37 
Over 3000 

Cet $2.06 $3.15 $3.56 $4.02 $4.54 $5.13 

4" Meter o to 3000 Ccl $2.06 $2.07 $2.34 $2.64 $2.98 $3.37 
Over 3000 

Cct $2.06 $3.15 $3.56 $4.02 $4.54 $5.13 

('( Does not include fixed charges. 
(2) Does not Include Blacklake buy-in-charge (NCSD Code § 3.40) 

Agriculture Commodity Rate Component 

The proposed single block commodity rate component for agricu.ltQrej;and all other user is depicted in the 
following table: 

TABLE 4 

Proposed Agriculture Commodity Rate Component [1] 
All numbers reflect CcF 
CcF e uals 748 allons 

EXisting Effective Januarv 1 of each Fiscal year Customer 
Classification Meter Size Rate Block .B2ltt 2010-1 1 2011-12 2012-13 2013-14 2014-15 

('I 

Agriculture 
All Other 

Does not include fixed charges. 

$2.06 
$2.06 

$2:40 $3.06 $3..48 
S2.40 S3.06 $3.46 

EXISTING RATE AN'D;PROPOSED RATE COMPARISON 

Tables 5 and 6 compan;.existilig .rates to the prbposed rite~' for calendap.iyear 2011. 

Example Residential Bi~monthIY.wateI'Bi1l5· 1'1I2 1 
·AII,·nlllmt'Ar< reflect CcF,' " . "-: 

~ 
ClaSsinq.aUon r;;Qn~yml!!iQ!,l 

Cet 

Single Family 0 
1" meter 5 

and small or 10 
20 
30 
40 
50 
60 
70 
80 
90 
100 
150 
200 

Proposed 
4 Block 

Existi ng Rats:s Rates 

$24.52 $24.52 
$32.72 $33.52 
$40.92 $42.52 
$57.32 $60.52 
$73.72 $80.15 
$90.12 $100.88 

$118.12 $132.38 
$146.12 $163.88 
$174.12 $195.38 
$202.12 $226.88 
$230.12 $258.38 
$258.12 $289.88 
$398.12 $559.88 
$538.12 $829,88 

111 Includes both fixed and consumption (variable) charges. 
(2) Does not Include Blacklake buy-in-charge (NCSD Code § 3.40) 

- 4-

Percent 
Difference DiffeC§Qce 

$0.00 0.0% 
$080 2.4% 
$1 ,60 3.9% 
$3.20 5.6% 
$6.43 8.7% 

$10.76 11 .9% 
$14.26 12.1% 
$17.76 122% 
$21.26 12.2% 
$24.76 12.2% 
$28 .26 12.3% 
$31 .76 12.3% 

$161 .76 40.6% 
$291.76 54.2% 

S3.91 
$3.91 
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TABLE 6 

Example Commercial, Irrigation and Agriculture Bi-monlhly Water Bills J1] [21 

All numbers reflect C.cF 
.CcF equals 748 gallons 

Customer Existing Commercial Irrigation All Other 
QI;!l,Sifis;;S!!IQn Gon§umll!IQn Rates ~ ~ ~ Dlfferen!<!i! 

Ccf 

'Commerclal (} $24.52 S24 .52 $0.00 
1" Meter 20 $.65.72 $65.97 $0.25 

4b $106.92 $107.41 $0.49 
60 $148.12 $154.25 $6.13 
8.0 $189.32 5217.25 $27.93 
100 $2;30.52 $2BO.25 $49.7.3 
150 $333.52 $437.75 $104.23 
200 $436.52 S595.25 $158.73 
250 $539.52 S-152.75 $213.23 
300 $642.52 'S91 0.25 $267.73 
350 $745.52 $1,067.75 $322.23 
400 $648.52 $,1,225.25 $37S.n 
500 $1,054,52 $1.540,25 $485,73 

Irrigation 0 $69.6.1 $69.61 SO.OO 
·1 1/2" Meter 50 S172.61 $173.23 SO.62 

100 5275:61 5276.85 S1.24 
150 S378.61 5360.47 S1.86 
200 S481 .61 $484.08 S2.47 
250 S58{61 5587.70 S3.09 
300 S667~51 $691.32 $3.71 
350 $790.61 $71K94 $4 :33 
400 $893.51 $1 ,06(9;\ 5171 .33 
450 $996.61 $1 ,334.94 S338.33 
600 S1 ,099.61 $1 ,604,94 S505.33 

Agriculture & All Other 
1" Meter 0 .. ~24. 52 S24,52 SO.OO 

-100 t~30.52 S264,52 S34.00 
200 '$436.52 S504.52 $66.00 
300 sff42.52 S744.52 S102..00 
400 -$646:52 S984 .52 $136:00 
600 $'1:054 .52 $1,224.52 S170.00 

.. l lneludes both (I~ed and commodity (vanable) charges. 
(21 Does not Include Blacklake 'buY;ln·charge (NCSD Code § 3.40) 

SINGLE FAMILY BILL COMPARISON WITH OTHER LOCAL AGENCIES 

A bi-monthly bill comparison has been prepared showing the District's average single family bi-monthly 
bill under the proposed rates with other local water purveyors in San Luis Obispo County. The 
comparison has been made using water rates in effect as of July 1, 2010, with proposed rate adjustment. 
Th.ecomparison shown in Chart 1 was prepared by applying the District's average single family water 
consumption of 40 Ccf, including the litigation charge, to e.ach of the water purveyor's single family water 
rate schedules. 
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Chart 1 
San Luis Obispo County Water Agencies 

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

at 40 Cef Bi-monthly 

[1] ForrEles neffeclJu~ 2010. 

;'';:';lBtACKLA~ti~BUY_IN~CHARGE'' 
<i{Only applIes to NCSD Bj:acklake Water Customers) 

In 2009 the Blacklake andliow[1 WateLDivisions wEke"merged into a single water system known as the 
NCSD Water SYStem, As part .of t!l,e5r:nerger, former'~BI(;Icklake water customers agreed to pay a fixed 
Buy-in-ClJafg~> The,: Blly~in-Char:ge :~is a separate .s,urcnarge on individual water bills within Blacklake 
only, to 9ffsef the finanCial impacts·@'fthe merger on tlla former Town Water Division and to pay the costs 
for the'(~la:ted intertie projects. The:~lacklake Buy~in-Charge is not adjusted by the proposed rate 
increase.~eJ3Iacklake Buy~r;;"~!large wiWcontinue to be included only in Blacklake customer water bills 
until paid inflllt ;~.·· ,:\ . 

USE OF WATER RATE 
¥-~ i ~ 

Each District utility serylce (wateri.!a;=sewer) is operated as separate enterprises. The proposed water 
system rates would be us~d to: : 

• Provide sufficient flfndsf-or on-going operation and maintenance for the District Water System. 

• Rehabilitate, replace and upgrade facilities needed to provide services for the District Water 
System. 

• Establish reserves to reduce risk and prudently manage the District's delivery of water resources. 

MAJORITY PROTEST 

Pursuant to Section 6 of Article XIII D of the California Constitution, the following persons may submit a 
written protest against the Proposed Water Rate Increase to the District's Secretary before the close of 
the Public Hearing referenced above. 

• An owner(s) of property (parcel(s)) ("owner of record") receiving water service from the NCSD 
Water System. If the person(s) signing the protest, as an owner, is not shown on the last 
equalized assessment roll as the owner of the parcel(s) then the protest must contain or be 
accompanied by written evidence that such person signing the protest is the owner of the 
parcel(s) receiving water service; and 
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• "Customer of record" (Tenant(s)) whose name appears on the District records as the customer of 
record for the corresponding parcel receiving water service from the NCSD Water System 
(tenant-customer). 

A valid written protest must contain a statement that you protest the increase in water rates, the address 
and Assessor's Parcel Number (APN) of the parcel or parcels which receive water service and must be 
signed and dated, with original signature, by the owner of record, the customer of record, or a 
representative of an owner of record or a customer of record, for the parcel or parcels receiving water 
service. One written protest per parcel shall be counted in calculating a majority protest to the proposed 
water rate increase subject to the requirements of Section 6 of Article XIII D of the California Constitution. 
Written protests will not be accepted by email or by facsimile. Verbal protests will not be counted in 
determining the existence of a majority protest. 

To be counted, a written protest must be received by the close of the Public Hearing referenced on page 
1, including thosemailedtotheDistrict.Nopostmarkswillbeacce..pl~d; therefore, any written protest not 
actually received by the close of the Public Hearing, whether or,Aot"lnalled prior to the Public Hearing, will 
not be counted . 

A representative may sign a written protest on behalf of"'al1 'owncef'~g,f. record or a customer of record 
provided the representative attaches to the written protest; ' written '~~6cumentation/authorization, with 
original signature, to act in such capacity. ' :¥-;;,,:' ' 

Written protests regarding the water rate increase :m~fbe mailed to: 

Nipomo Community Services District 
Attn: District Secretary 
P.O. Box 326 
Nipomo, CA 93444-0326 

Written protests may also be personallyd'eli\fer~(j~:t() the B~a'FdSecretary at the Nipomo Community 
Service District Office located at 148 South\t4ilson' Str,eet,:NipomO, C~lifornia, during regular office hours 
(8 a.m. - 4:30 p.m. MondayJhrQugh Friday, e~cllJding h&ug~ys,).., , ~ 

~,~J ,:~ ~::: :"~:. .;,. . . - - _._ ;.. : 

If valid written protests are presented by a majority of pwners of record and/or customers of record of 
parcels receiving water service within the NCSD's Water System, t~e~b the NCSD will not adjust/increase 
the water rates. Only one' protest per parcel willttecounted in determining whether or not a majority 
protest exists. -." :' ,"~~:' _"7 

, eH~NGE IN~ROTEST 
Up to the,:~f6se oft~:~~ov~ r:fe'(enc..ed pu~li~ l1~arir)g ' of November 17, 2010 (see page 1), owners of 
record and customers of 'recor..d can change or cancel a prior written protest by written notification to the 
District. TO pe valid, the ch'ari~~ ,in protest must state that the prior protest is withdrawn, must be signed 
by the perscir1,or persons who 'signed the ;qr,iginal protest, must contain the address and APN number of 
the parcel or:-p;~r.cels that recelv~;~\vater service, must be dated and must be received by the District 
Secretary by thecl9,s,~ of the Public J-iearing referenced in this Notice. 

AVAI,LABILll;t''!OF STUDIES, REPORTS AND INFORMATION 

Additional information onJhe, pr'Ci?;P~9Sed water rates is available in the Tuckfield & Associates Report on 
Water Rate Study and tnec'f$taf( Report. These reports are available for review at the District's 
administrative offices located at" '148 South Wilson Street, Nipomo, California and on the District's website 
at www.ncsd.ca.gov. In addition, customers may contact the District General Manager at (805) 929-1133 
for further information about the proposed rates. 
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