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Exhibit A 
 

Meter Charge Alternatives 
 

Meter 
Size 

Purchase 
Price 

Recommended 
Price 
Based 

(Cost x 1.55) 

Capacity 
Factor 

Capacity 
Based 

Installed 
Cost 

(Contract 
Prices) 

Lodi Fee 
Schedule 

Santa Clara 
Fee 

Schedule 

No 
Charge 

¾ $194 $300 1 $300 $940 $400 $370 $0 
1 $226 $350 1.67 $500 $1,420 $480 $365 $0 

1 ½ $506 $780 3.33 $1,000 $3,810 $745 $1,565 $0 
2 $624 $970 5.33 $1,600 $5,720 $930 $1,730 $0 
3 $1,279 $1,980 10 $3,000 $5,950 N/A $2,065 $0 
4 $2,304 $3,570 16.67 $5,000 N/A N/A $4,130 $0 
6 $4,362 $6,760 33.33 $10,000 N/A N/A $6,750 $0 
8 $7,432 $11,520 53.33 $16,000 N/A N/A $10,670 $0 
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Year Programmed Implemented 

2009 3.10 (1) 0
2010 0.73 (1) 0
2011 5.98 (2) 2
2012 2.53 (3) 2.2
2013 2.50 (3) 2.5
2014 3.30 (3) 2.5

(1) Consumer Price Index change
(2) Consumer Price Index change (December 2008 through December 2010)
(3) Engineering News Record Index change

Exhibit B

Programmed and Implemented Rate Adjustments
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SECTION I .  SUM M ARY 

INTRODUCTION 

The City of Lodi continues to install water meters on unmetered service connections of 
single family, multi-family, and non-residential customers.  The City expects to complete 
the meter retrofit program in 2018.  At the beginning of each year, the City transitions 
batches of customers to usage-based water rates using data collected from water meters, 
and the City is also beginning to transition customers to usage-based wastewater rates as 
well. 

In 2008, the City retained The Reed Group, Inc. to assist in developing financial plans 
and utility rates for the City’s water and wastewater utilities.  Various analyses have been 
performed since that time to help guide the City in dealing with a variety of water and 
wastewater rate and financial issues, including the transition to usage-based billing.  The 
purpose of this report is to recommend water and wastewater rates that will meet each 
utility’s financial needs and continue the transition towards usage-based billing for all 
customers. 

This report addresses the following issues concerning the City’s water and wastewater 
utilities and user rates: 

 Estimated annual water and wastewater rate revenue requirements for the next five 
years 

 Current flat and usage-based water and wastewater rate structures, and the need to 
continue to develop new usage-based rate structures 

 Water and wastewater customer account, water usage, and wastewater flow 
characteristics and influence on rate setting 

 Cost of service and rate design issues related to development of new usage-based 
water and wastewater rate structures 

 Recommendations for new water and wastewater rate schedules, as well as 
adjustments in the level of the rates during the next five years 

 Affect of the proposed new water and wastewater rates on various residential and 
non-residential customers 

 Summary of plans to continue the transition to usage-based water and wastewater 
rates for each customer classification 

 Plans and requirements for adopting new water and wastewater rates. 

REVENUE NEEDS OF THE WATER AND WASTEWATER UTILITIES 

Several years ago, The Reed Group, Inc. assisted the City by developing multi-year 
financial plan models for the water and wastewater utilities.  These models enabled the 
City to evaluate the financial implications of the meter retrofit program, the construction 
and financing of the new surface water treatment plant, and other capital improvements of 
both utilities, as well as ongoing operation and maintenance costs, debt service obligations, 
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and other factors affecting the financial condition and needs of the utilities.  Since that 
time, City staff has annually updated the financial plan models.  The financial plan models 
have enabled the City to make near-term financial and rate decisions with a long-term 
planning horizon in mind, and this has led to the moderation and stabilization of annual 
rate increases for both utilities. 

In recent years, annual water rate increases have been less than 3 percent, and 
wastewater rate increases have declined from double-digit levels down to 2.5 percent.  
Current financial plan models estimate annual water and wastewater rate increases can be 
limited to 3 percent per year through FY 19-20. 

Proposed water and wastewater rate schedules presented in this report reflect an 
overall 2.5 percent increase in the level of water rate revenue in the upcoming year 
(effective in January 2014) and no more than 3 percent in the level of the wastewater rate 
revenue (effective in July 2014).  Beyond that, it is recommended that the City re-adopt 
provisions to annually adjust water and wastewater rate increases by changes in the 
Engineering News Record’s 20-Cities Construction Cost Index (ENR) for up to five years, 
subject to a 3 percent cap.  These annual rate adjustments would also be subject to annual 
review by staff to confirm need and concurrence by the City Council. 

PROPOSED WATER RATES 

Proposed flat (unmetered) water rates are presented in Exhibit I-1, and proposed 
usage-based (metered) water rates are presented in Exhibit I-2.  Both of these rate 
schedules reflect a 2.5 percent overall rate increase in January 2014 (based on previously 
approved indexing using the ENR), and 3.0 percent increases each January from 2015 
through 2019 (reflecting the maximum allowed under the proposed indexing criteria).  As 
the City will be phasing out the flat water rates as the meter retrofit program winds down, 
no changes to the structure of the flat rates are proposed. 

Proposed usage-based water rates include a gradual, three-year transition in the 
structure.  At present, the volumetric water rate for multi-family and non-residential 
accounts is equal to the first tier rate for single family customers.  Under the proposed rates 
the uniform multi-family and non-residential rate will equal the weighted average across 
the single family tier structure, thereby bringing better balance across the various customer 
classes.  In addition, monthly service charges should be adjusted to better reflect the 
capacity relationship across meter sizes, and thereby improve equity between large and 
small customers.  Both of these changes are intended to better align the water rates with 
cost of service principles, as required by Proposition 218. 

Exhibit I-2 includes the three years of phased rate structure changes in the rate 
schedules for 2014, 2015, and 2016.  The 2014 schedule reflects the 2.5 percent overall 
annual rate revenue increase relative to current rates (with some rate components 
increasing and others decreasing each year), and the 2015 and 2016 schedules reflect the 
maximum indexing of 3.0 percent in each of those years.  These transitional rate structures 
would be subject to downward adjustments in both 2015 and 2016 if the City Council 
determines that smaller increases are needed in those years. 

Details of water rate recommendations are presented in Section II of this report. 
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PROPOSED WASTEWATER RATES 

Proposed flat (unmetered) wastewater rates are presented in Exhibit I-3, and proposed 
usage-based (metered) wastewater rates are presented in Exhibit I-4.  Both of these rate 
schedules reflect 3.0 percent increases each July from 2014 through 2018 (reflecting the 
maximum allowed under the proposed indexing criteria).  Similar to flat water rates, no 
changes to the structure of flat wastewater rates are proposed, as they will be phased out in 
upcoming years. 

In 2010, the City developed usage-based wastewater rates for single family customers.  
In July 2012, the City transitioned about 2,940 single family customers to the usage-based 
wastewater rates, expects to transition an additional 3,700 in July 2014, and will continue 
each year with more.  However, usage-based wastewater rates for other customer classes 
are not currently available.  The usage-based wastewater rates proposed herein include 
fixed monthly service charges and volumetric rates for all customer classes.  While the rate 
schedule includes usage-based rates for non-residential uses, the City plans to focus on 
transitioning single family and multi-family residential customer to usage-based rates, and 
then transition non-residential customers.  Rate structure transition issues are discussed in 
greater in Section III of this report.  Additional refinements to the rate structure will be 
required as the City gains data and experience with the usage-based rates, as well as 
categorizes non-residential customers into appropriate strength classifications. 

Details of wastewater rate recommendations are presented in Section III of this report. 

ANNUAL ADJUSTMENTS TO WATER AND WASTEWATER RATES 

Government Code Section 53756 authorizes the City to adopt a mechanism for 
adjusting water and wastewater rates to offset the affects of inflation for up to five years.  
Consistent with past practices, it is recommended that, in approving the proposed rates, 
the City also approve annual adjustments to water rates beginning in January 2015 and to 
wastewater rates beginning in July 2014 by the annual change in the Engineering News 
Record’s 20-Cities Construction Cost Index (ENR), subject to a 3 percent annual cap.  These 
annual rate adjustments would also be subject to annual review by staff to confirm need 
and concurrence by the City Council.  In accordance with Section 53756, customers should 
be informed of the changes in the rate schedules at least 30 days prior to their 
implementation.  This can be achieved through a bill insert, or other means. 

Water and wastewater rate schedules presented in Exhibits I-1 through I-4 reflect the 
maximum 3.0 percent potential adjustment to the rates each year (January 2015 through 
January 2019 for water rates and July 2014 through July 2018 for wastewater).  These 
schedules, therefore, reflect the “ceiling” for the rates at any time during this five-year 
period.  Actual annual rate adjustments would be based on the actual change in the ENR 
index (subject to a 3.0 percent cap), financial need, and concurrence by the City Council. 

As the City continues to transition customers from flat water and wastewater rates to 
usage-based rates there is some uncertainty as to the affect it may have on revenues.  
Therefore, it is important for the City to continue to monitor water usage characteristics 
and rate revenues for both utilities on an annual basis. 
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AFFECT OF PROPOSED RATES ON CUSTOMER BILLS 

Flat water rates are proposed to increase by 2.5 percent in January 2014 and flat 
wastewater rates are proposed be adjusted by no more than 3 percent in July 2014 to meet 
anticipated revenue needs of the utilities.  No structural changes are proposed for flat rates.  
Customers subject to flat rates will therefore see a 2.5 percent change in their monthly 
water bills, and no more than a 3 percent change in their monthly wastewater bills. 

Rate structure changes are proposed for usage-based water rates, which will result in 
smaller or larger changes in bill amounts for affected customers.  In general, single family 
residential customers will benefit from the change, and non-residential customers will, in 
most but not all cases, see bill increases in excess of 2.5 percent.  The proposed rate 
structure changes, as described in Section II of this report, are intended to improve the 
equity between the customer classes in the charges for water service. 

Multi-family customers, including mobile homes parks, will soon begin to be 
transitioned to usage-based rates.  While usage-based billing may result in the City shifting 
billing from tenants to property owners, the total charges for water service within most 
apartment complexes and mobile home parks, as well as duplexes, triplexes, and 
fourplexes, are likely to be significantly lower if billed to property owners with usage-
based rates compared with cumulative flat rate billing to the tenants. 

With the exception of the transitioning single family residential customers from flat 
wastewater rates to usage-based wastewater rates, other wastewater customers will 
continue to be billed on flat rates until at least July 2015.  Usage-based wastewater rates are 
based on winter water usage for each account, and non-residential customers will be 
assigned to low, medium, or high strength categories, depending on the type of business.  
When the transition does occur, multi-family residential customers will likely benefit from 
usage-based rates.  Additional analysis is required to assess the potential implications of 
usage-based rates for non-residential customers, and further refinements to wastewater 
rates will be required in the years ahead as more data and analyses become available. 

Exhibit I-5 summarizes the affect of proposed water rates (effective January 2014) and 
proposed wastewater rates (effective July 2014) on monthly bills for a sampling of 
residential customers.  Both flat rates and usage-based rate examples are presented, as well 
as changes in combined water and wastewater bills. 

Exhibit I-6 summarizes the affect of proposed water rates (effective January 2014) and 
proposed wastewater rates (effective July 2014) on average monthly bills for a sampling of 
non-residential customers.  In all cases, non-residential customers shown are subject to 
usage-based water rates and flat wastewater rates during this period. 

Bill water amounts under proposed rates in Exhibits I-5 and I-6 reflect both the 2.5 
percent overall rate increase, as well as the first step in the rate restructuring for usage 
based water rates.  Additional details on the water and wastewater rates and related 
analyses are presented in Sections II and III, respectively, of this report. 
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SECTION II .  W ATER RATES  

This section of the report describes water rate recommendations for the City’s water 
utility.  The City’s multi-year financial plan was used to determine annual water rate 
revenue requirements, and to develop the strategy for meeting current and future financial 
obligations.  The annual rate revenue requirement is the amount of revenue needed from 
water rates to cover estimated operating, maintenance, debt service, and capital program 
costs with consideration of other revenues and financial reserves. 

Water rate recommendations are also intended to assist the City in the transition to a 
fully metered water system and universal usage-based water rates.  Rate structure changes 
are intended to improve equity across customer classes by better reflecting the cost of 
providing service. 

CURRENT WATER RATES 

The City’s current water rates are summarized in Exhibit II-1.  Water rates were last 
adjusted in January 2013 with a 2.5 percent across-the-board increase based on changes in 
the Engineering New Record’s 20-Cities Construction Cost Index (ENR).  This index is used 
by the City to annually adjust the level of water and wastewater rates. 
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Residential flat rates are based on the number of bedrooms in each dwelling, and are 
based on water usage estimates made prior to the availability of water usage data.  All flat 
rates will be phased out as the installation of water meters is completed.  Water usage rates 
include a fixed monthly service charge, based on size of the water meter, and volumetric 
charges based on a customer’s actual water usage.  Single family customers are subject to a 
three-tier rate structure, which includes a lower initial rate intended for non-discretionary 
uses of water and higher rates for discretionary uses intended to provide an incentive to 
conserve water.  Multi-family and non-residential customers are subject to a uniform water 
usage rate. 

At present, tenants of multi-family apartments and mobile home parks are billed for 
water and wastewater services.  As water meters are installed for apartment complexes 
and mobile home parks the billing for these services may be transferred from tenants to 
property owners. 

CUSTOMER BASE AND WATER USAGE DATA 

The water utility’s customer base is predominately comprised of single family and 
multi-family residential customers, along with commercial, industrial, and municipal 
customers.  Some non-residential customers, including food-processing facilities, use very 
large quantities of water.  Because the City is not entirely metered total water usage must 
be estimated.  Exhibit II-2 summarizes customer account and water usage estimates 
derived from the City’s utility billing system for 2012.    With residential accounts 
expressed as the number of dwelling units, the water utility customer base is nearly 23,600 
accounts and estimated annual water usage is about 16,233 acre-feet (AF).  Single family 
accounts represent 70 percent of the customers and 58 percent of the water usage.  Multi-
family accounts represent 24 percent of the customers and 14 percent of the water usage.  
Non-residential accounts comprise about 6 percent of the customer base, and also 
represent about 27 percent of annual water usage.  The City’s largest water users include 
several industrial customers (primarily food-processing), as well as the City of Lodi, and 
the Lodi Unified School District. 

By January 2014, more than one-half of the City’s single family residential customers 
will be on usage-based water rates, with two- to three-thousand single family customers 
transitioning to usage-based rates each year.  All single family customers are expected to 
be transitioned to usage-based water rates by 2019.  The installation of water meters for all 
customers is expected to be completed by 2018.  About 75 percent of non-residential 
customers are metered and have been on usage-based water rates.  The City plans to 
transition mobile home parks to usage-based rate in 2014, the remaining non-residential 
accounts by 2017, and multi-family accounts by 2020. 
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ANNUAL WATER REVENUE RATE REQUIREMENT 

The City has updated its multi-year financial model with actual revenues and expenses 
(pre-audit) for FY 12-13 and the approved budget for FY 13-14.  Based on that model, the 
City estimates an annual water rate increase of 2.5 percent in January 2014 followed by 
annual water rate increases of no more than 3 percent per year thereafter.  These rate 
increases are believed to be sufficient to meet the utility’s operating and maintenance costs, 
debt service obligations, and capital program needs through FY 19-20. 

The City adjusts its water rates in January of each year based on the annual change in 
the ENR, subject to a 3.0 percent cap and concurrence by the City Council.  Based on the 
current ENR and staff’s analysis of financial need, the rate analyses presented herein are 
based on a 2.5 percent increase effective in January 2014.  This is consistent with the City’s 
updated financial plan model. 

The City anticipates approximately 2,350 additional single family residential customers 
will be converted to usage-based rates in January 2014.  With that shift, and an overall 2.5 
percent rate increase, water rate revenues from flat and usage based customers is estimated 
to be $12,931,000, as summarized below 

 Flat rate revenue $5,781,000 
 Usage-based rate revenue     $7,150,000 
 Total 2014 water rate revenue $12,931,000  

No changes are proposed to the City’s flat water rate structure.  Therefore, a 2.5 percent 
rate increase will mean a 2.5 percent increase to all flat water rates.  With a transition of 
approximately 2,350 additional single family customers to water meters in January 2014 
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the water utility will be billing nearly 8,400 customer accounts through usage-based water 
rates.  The annual water rate revenue requirement for the City’s usage-based water rates 
will be $7,150,000 for 2014, with this increased portion of the customer base on usage-based 
rates.  This is the revenue requirement used for the calculation of usage-based water rates. 

COST OF SERVICE ANALYSIS AND RATE DESIGN 

The annual water rate revenue requirement of $12,931,000 for 2014 has been split 
between flat and usage-based rates based on the number of accounts and water use 
characteristics of the customer base within each group.  The cost of service analysis for 
each group is separately presented below. 

Flat Rate Cost of Service Analysis 

As the City will be phasing out the system of flat water rates in the next few years, no 
changes to the rate structure are proposed.  The City’s flat rates are based on the number of 
bedrooms in each single family and multi-family dwelling unit.  Non-residential flat rate 
accounts have each been assigned a unique single family equivalency factor, based on 
estimated usage characteristics, relative to single family homes. 

Exhibit II-3 summarizes the distribution of the 2014 revenue requirement for flat rate 
accounts of various customer types, and shows the calculation of the monthly flat water 
rates.  Monthly flat water rates are proposed to increase by 2.5 percent in January 2014. 

Usage-Based Rate Cost of Service Analysis 

A more detailed cost of service analysis was prepared for the City’s usage-based water 
rates.  The analysis was based on the number and type of customers that will be subject to 
these rates in 2014. 

Once the 2014 usage-based revenue requirement of $7,150,000 was determined, the 
next step in the rate setting process is to evaluate the cost of providing service.  Water rate 
calculations contained herein are intended to generate the level of revenue commensurate 
with the revenue requirement for usage-based customers.  The manner in which each 
customer is responsible for the water utility’s costs is the subject of the cost of service 
analysis. 

The water utility incurs certain types of costs associated with making water service 
available to customers.  Other costs are incurred as a direct result of customer water usage.  
The cost of service analysis is intended to allocate the costs of providing water service to 
customers in proportion to customers’ water demands and service requirements.  There are 
many approaches to cost of service analysis; some are more complex than others.  The 
approach used herein is commensurate with the data available, the distinctions currently 
made between various types of customers, and the requirement to fairly and to reasonably 
reflect the differences in service provisions to different customers. 
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The cost allocation methodology used herein begins by assigning all costs to one of 
three categories.  The cost allocation process considers the level of detail available in the 
City’s financial structure, as well as professional judgment and experience.  The three 
categories include: 

• Customer costs, such as meter reading, billing, and customer service, are fixed 
costs that tend to vary as a function of the number of customer being served.  
Customer costs are allocated to customers based on the number of accounts.  
That is, every customer will pay an equal share of customer-related costs. 

• Capacity costs are also fixed costs, however, these tend to vary in relation to the 
capacity of the water system.  Customers that place (or can place) a greater or 
lesser burden on the capacity of the water system should bear greater or lesser 
shares of these costs.  The sizing of the water system is based on the potential 
demand that each customer could place on the water system.  Capacity costs are 
allocated to customers based on the size (hydraulic capacity) of the water meter.  
The hydraulic capacity reflects the potential demand that a customer could 
place on the water system at any given time.  A customer with a large meter 
will be assigned a larger share of fixed capacity-related costs than one with a 
small meter.  Capacity costs include costs associated with the water system’s 
capacity including contributions to the capital program, debt service, 
maintenance costs, etc. 
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• Commodity costs are variable costs that vary with the amount of actual water 
use.  Water purchases, energy costs, and chemical costs are primary examples.  
However, because certain fixed costs are reasonably assigned to customers on 
the basis of usage (e.g., water treatment staff-related costs), some fixed costs are 
frequently included in the commodity component.  Recovering a portion of 
fixed costs on the basis of actual water usage has the added benefit for 
increasing the water conservation incentive reflected in the water rates. 

The water conservation best management practice for water rates (BMP 1.4), as 
promulgated by the California Urban Water Conservation Council (CUWCC) specifies that 
at least 70 percent of water rate revenue be generated through water usage charges.  While 
the City is not subject to the CUWCC’s requirements, such an approach also provides 
customers with added ability to affect the amount of their water bill by managing water 
usage.  The allocation of costs, as well as the resulting rate calculations, reflects a balanced 
approach to considering different rate-setting objectives.  Based on a review of water 
system financial information, the cost allocation resulted in a distribution of the costs to 
customer, capacity, and commodity components of 5 percent, 40 percent, and 55 percent, 
respectively.  

Exhibit II-4 shows how the usage-based revenue requirement is allocated to cost 
components, as well as the resulting determination of water rates.  Usage-based water rates 
include a fixed monthly service charge, to recover customer and capacity costs, and water 
usage rates, to recover commodity costs. 

The monthly service charges are calculated by allocating customer costs equally across 
all customer accounts and by allocating capacity related costs in proportion to meter 
capacity.  As a result, monthly service charges increase with increasing meter sizes.  While 
the current monthly service charges also vary with meter size the variation across meter 
sizes does not fully reflect the capacity relationship across meter sizes.  With the correct 
capacity factors applied monthly service charges for the smaller meter sizes decrease while 
the charges for larger meters increase.  The increase is greatest for the largest meter sizes 
but is, nevertheless, consistent with cost of service principles and the capacity relationship. 

The City’s water rate structure includes a uniform water usage rate for multi-family 
and non-residential customers.  The uniform water rate is calculated simply by dividing 
the commodity costs by the total water sales volume. 

In 2009, the City implemented a three-tier water rate structure for single family 
customers.  The tier structure provides a lower cost for initial water usage, estimated to 
reflect indoor water needs that tend to be non-discretionary, and higher costs for more 
discretionary uses of water.  It also serves as a water conservation incentive.  The City 
obtains its water supply from both groundwater and surface water purchased from the 
Woodbridge Irrigation District.  The first tier rate generally reflects the cost of groundwater 
production (as well as other commodity costs recovered through the usage rates), and the 
third tier rate generally reflects the cost of purchasing and treating surface water (as well as 
other commodity costs recovered through the usage rates). 
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At present, the uniform rate for multi-family and non-residential accounts is equal to 
the first tier rate for single family customers.  Equity is improved between the single 
family, multi-family, and non-residential usage rates with the proposed rates because the 
weighted average rate across the three single family tiers equals the uniform rate 
applicable to multi-family and non-residential accounts. 

PROPOSED WATER RATE SCHEDULES 

Current and proposed water rate schedules for both flat rates and usage-based rates are 
presented in Exhibits II-5 and II-6, respectively.  All rates reflect an overall 2.5 percent 
revenue increase relative to the current water rates.  However, due to the changes in the 
usage-based rate structure the change in customer water bills will vary, and will be a 
function of customer class, meter size, and monthly water usage, as previously presented 
in the section Usage-Based Rate Cost of Service Analysis (above).  Illustrative examples of 
customer bill impacts are included in Exhibits I-5 and I-6, earlier in the report. 
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Three-Year Transition for Usage-Based Rates 

The proposed modifications to the usage-based water rate structure include changes 
that may impact some non-residential customers (those with large meters and/or high 
water usage) more dramatically than other customers.  This is due to both the increased 
monthly service charges for larger meter sizes, as well as the necessary increase in the 
uniform water rate to bring it up from the single family first tier rate to the weighted 
average across all tiers.  (At present, nearly all multi-family accounts still pay for water 
service under flat rates; therefore they will not directly be affected by the changes in the 
usage-based rate structure.) 

To ease the potential affects of the proposed new water rate structure, it is 
recommended that the usage-based rate structure be phased in over a three-year period.  
The rate schedule presented in Exhibit II-6 illustrates the transition.  The rate schedules for 
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all three years are revenue neutral to each other (and reflect an overall 2.5 percent revenue 
increase over the current rates).  Therefore, in both 2015 and 2016 the rate schedules will 
need to be adjusted to incorporate the inflationary adjustments to the rates, based on 
changes in the ENR. 

The usage-based water rate schedule presented in Exhibit I-2 reflect the proposed rate 
structure phased implementation, as well as reflecting the maximum potential rate 
adjustment of 3.0 percent per year, based on ENR indexing criteria. 

METER INSTALLATION AND TRANSITION TO USAGE-BASED BILLING 

The City continues to install water meters on all unmetered water service connections.  
Below is a summary of the status of the metering program and plans to transition 
customers from flat water rates to usage-based water rates.  Each January an additional 
batch of customers is transitioned to usage-based rates. 

• Single Family – More than 50 percent of single family homes now have water 
meters with two- to three-thousand additional meters installed each year.  The 
transition to usage-based rates is expected to be completed by January 2019. 

• Mobile Home Parks – All mobile home parks have now been provided with 
master water meters on the connections serving each park.  The City plans to 
convert all mobile home parks to usage-based water rates in the near future. 

• Multi-Family – The City is currently installing water meters for apartment and 
condominium complexes, and plans to complete these installations by 2018.  All 
multi-family accounts (including duplexes, triplexes, and fourplexes) are 
expected to transition to usage-based water rates in January 2020.  Similar to 
mobile home parks, at that time, billing may also shift from tenant to property 
owner. 

• Non-Residential – At present, about 75 percent of non-residential accounts have 
water meters and are subject to usage-based water rates.  Remaining unmetered 
accounts will be metered in the next few years, and the City expects to 
implement usage-based rates on these accounts by January 2017.  Non-
residential accounts include commercial, industrial, institutional, and dedicated 
irrigation account types. 

The transition from flat rates to usage-based rates may affect the total amount of 
customers’ water bills.  Monthly bills may be higher in the summer during the irrigation 
season, and lower in winter months when water demand is lower.   For single family 
customers many will have a decrease in their annual water cost with the transition to 
usage-based rates, while others will have an overall increase.  Multi-family customers will 
generally benefit from the transition to usage-based water rates.  As noted previously non-
residential customers may have larger water bills with the proposed rates.  
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 SECTION III :  W ASTEW ATER RATES 

This section of the report describes wastewater rate recommendations for the City’s 
wastewater utility.  The City’s multi-year financial plan was used to determine annual 
wastewater rate revenue requirements, and to develop the strategy for meeting current 
and future financial obligations.  The annual rate revenue requirement is the amount of 
revenue needed from wastewater rates to cover estimated operating, maintenance, debt 
service, and capital program costs with consideration of other revenues and financial 
reserves. 

Wastewater rate recommendations are also intended to assist the City in the transition 
to a fully metered water system and usage-based wastewater rates.  Rate structure changes 
are intended to improve equity across customer classes by better reflecting the cost of 
providing service. 

CURRENT WASTEWATER RATES 

The City’s current wastewater rates are summarized in Exhibit III-1.  Wastewater rates 
were last adjusted in July 2013 with a 2.5 percent across-the-board increase based on 
changes in he Engineering New Record’s 20-Cities Construction Cost Index (ENR).  This 
index is used by the City to annually adjust the level of water and wastewater rates. 

Residential flat rates are based on the number of bedrooms in each dwelling, and were 
based on estimated sewer flows made prior to the availability of water usage data.  Non-
residential wastewater rates are based on the number of sanitary sewer units (SSUs) for 
each account, as determined by City staff.  One SSU is equivalent to a two-bedroom single 
family home.  All flat wastewater rates will be phased out as the installation of water 
meters is completed.  Wastewater usage-based rates are currently available for single 
family customers.  They include a fixed monthly service charge for each dwelling unit, and 
a usage charge based on a customer’s winter water usage.  Winter water usage is used for 
sewer flow estimation since irrigation usage is minimized during this time period.  The 
City uses the average monthly water usage from December through February for 
determining the average winter water use, and hence estimated monthly sewer flow. 

The City has a small number of large industrial customers (primarily food processing).  
Each of these customers pays for wastewater service based on actual wastewater flows and 
loading characteristics.  Industrial rates for users discharging into the City’s domestic 
sewer collection system are included in Exhibit III-1.  Separate (lower) rates apply to the 
few industrial users that discharge into the industrial line, which requires less treatment.  
Those rates are outside of the scope of this study. 

At present, tenants of multi-family apartments and mobile home parks are individually 
billed for water and wastewater services.  As water meters are installed for apartment 
complexes and mobile home parks the billing for these services may be transferred from 
tenants to property owners. 
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CUSTOMER BASE AND WASTEWATER FLOW ESTIMATES 

Like the water utility, the wastewater utility’s customer base is predominately 
comprised of single family and multi-family residential customers, along with commercial, 
industrial, and municipal customers.  Some non-residential customers, including food-
processing facilities, generate very large quantities of wastewater.  Because the City is not 
entirely metered water usage and sewer flows must be estimated.  It is fairly common to 
use winter water usage data to estimate wastewater flows.  During the winter irrigation 
water use (which does not enter the wastewater system) is minimized. 

Exhibit III-2 summarizes customer account and wastewater flow estimates derived 
from the City’s utility billing system for 2012.    With residential accounts expressed as the 
number of dwelling units, the wastewater utility customer base is about 23,600 accounts 
and estimated annual wastewater flow is about 1,184 million gallons (MG).  Single family 
accounts represent 70 percent of the customers and 62 percent of the wastewater flow.  
Multi-family accounts represent 22 percent of the customers and 12 percent of the 
wastewater flow.  Non-residential accounts, including commercial, industrial, and 
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institutional, comprise about 8 percent of the customer base, and also represent about 23 
percent of annual wastewater.  There are eight large industrial customers (discharging to 
the domestic system), and they generate about 3 percent of the annual wastewater flow.  
The City’s largest wastewater users include several of the industrial customers (primarily 
food-processing), as well as the City of Lodi, and the Lodi Unified School District. 

 

In July 2012 the City moved an initial batch of single family residential customers 
(about 2,940) to usage-based wastewater rates, as a pilot test of those wastewater rates. 
Additional single family customers will be transitioned beginning in July 2014, with an 
additional batch each July until all have been transitioned.  By July 2020, all of the City’s 
single family residential customers will be on usage-based wastewater rates.  The 
transition of multi-family and non-residential wastewater customers to usage-based 
wastewater rates will lag the transition to usage-based water rates.  In the near term, the 
focus will be on mobile home parks and school accounts.  Non-residential customers will 
need to be categorized into strength classifications (as described later in this section) before 
the transition can be made. 

ANNUAL WASTEWATER REVENUE RATE REQUIREMENT 

The City updated its multi-year financial model with actual revenues and expenses 
(pre-audit) for FY 12-13 and the approved budget for FY 13-14.  Based on that model, the 
City estimates annual wastewater rate increases of up to 3 percent per year may be 
required.  These increases are believed to be sufficient to meet the utility’s operating and 
maintenance costs, debt service obligations, and capital program needs through FY 19-20. 
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The City adjusts its wastewater rates in July of each year, and the rate analyses 
presented herein are based on a 3 percent increase effective in July 2014.  This is consistent 
with the City’s financial plan model.  The actual rate increase will be based on the change 
in the ENR, but will be no more than 3 percent. 

The City anticipates an additional 3,700 single family residential customers will be 
converted to usage-based rates in July 2014.  With that shift, and an overall 3 percent rate 
increase, water rate revenues from flat and usage based customers is estimated to be 
$14,570,000, as summarized below 

 Flat rate revenue $9,751,000 
 Usage-based rate revenue     $4,461,000 
 Industrial line rate revenue       $358,000 
 Total 2014 water rate revenue $14,570,000  

No changes are proposed to the City’s flat wastewater rate structure.  Therefore, a 3 
percent rate increase will mean a 3 percent increase to all flat wastewater rates.  With a 
transition of approximately 3,700 additional single family customers to usage-based rates 
in July 2014 the wastewater utility will be billing nearly 6,650 customer accounts through 
usage-based rates.  The annual wastewater rate revenue requirement for the City’s usage-
based wastewater rates will be $4,461,000 for FY 14-15, with this growing portion of the 
single family residential customer base on usage-based rates.  This $4,461,000 includes 
$937,000 related to industrial users that discharge into the domestic collection system.  
Industrial users on the industrial line are subject to a separate treatment process, and 
different rates (outside of the scope of this study), and represent about $358,000 of the total 
FY 14-15 wastewater rate revenue requirement. 

COST OF SERVICE ANALYSIS AND RATE DESIGN 

The annual wastewater rate revenue requirement of $14,570,000 for FY 14-15 has been 
split between flat rates, usage-based rates, and industrial charges based on the number of 
accounts and wastewater use characteristics of the customer base within each group.  The 
cost of service analysis for each group is separately presented below. 

Flat Rate Cost of Service Analysis 

As the City will be phasing out the system of flat wastewater rates in the next several 
years, no changes to the rate structure are proposed.  The City’s flat rates are based on the 
number of bedrooms in each single family and multi-family dwelling unit.  Non-
residential flat rate accounts have each been assigned a unique sanitary sewer unit (SSU) 
factor, based on estimated usage characteristics, relative to a 2-bedroom single family 
home. 

Exhibit III-3 summarizes the distribution of the FY 14-15 revenue requirement for flat 
rate accounts of various customer types, and shows the calculation of the monthly flat 
wastewater rates with a 3 percent increase.  Monthly flat water rates are proposed to 
increase by no more than 3 percent in July 2014, with the actual adjustment dependent on 
the annual change in the ENR, with a 3 percent cap. 
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Usage-Based Rate Cost of Service Analysis 

A more detailed cost of service analysis is warranted for the City’s usage-based 
wastewater rates.  However, the City does not yet have sufficient information for the 
complete development of wastewater rates that consider wastewater flow as well as 
different strength categories for various types of non-residential customers.  The following 
steps will need to be taken in order for fully develop these wastewater rates: 

• All non-residential customers should be assigned to a low, medium, or high 
strength category based on type of business.  City staff and consultant plan to 
work on this jointly in 2014 using industry guidelines for assigning different 
types of businesses.  It is estimated that about 80 percent of non-residential 
users will fall into a low strength category, 15 percent into medium strength, 
and 5 percent into high strength. 

• The size of water meters should be identified (or estimated) for all multi-family 
and non-residential accounts.  At present, about 75 percent of non-residential 
accounts are metered.  The City will begin metering multi-family accounts and 
the remaining non-residential accounts in a few years.  Estimates of future 
meter sizes would be adequate to move forward with rate analyses. 
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• Estimate wastewater flow from each customer class based on winter water 
usage data.  Data is now becoming available for single family customers, and is 
available for most non-residential accounts (those with water meters), but not 
for multi-family customers or about one-quarter of non-residential customers.  
Once a significant portion of multi-family customers have been metered it may 
be possible to develop reasonable estimates for this customer class.  It may also 
be possible to extrapolate water usage data from existing metered non-
residential accounts to those that are unmetered, though some uncertainty 
would remain because of the non-homogenous nature of non-residential water 
use. 

• Assign standard biochemical oxygen demand (BOD) and suspended solids (SS) 
loading factors to residential and low, medium, and high strength non-
residential customer categories.  This would be accomplished using available 
industry guidelines, as well as through calculations that seek to balance 
calculated wastewater flow and loading data from wastewater customers with 
the actual inflow data at the City’s White Slough wastewater treatment plant. 

Under current usage-based wastewater rates, all single family customers are subject to 
the same fixed monthly service charge, even if meters vary in size.  This is due to the fact 
that variation in meter sizes for single family homes is due to either landscape irrigation 
requirements or fire flow capacity requirements within the home.  It is not related to 
wastewater capacity needs.  The independence from meter size does not extend to other 
customer classes, however, because demand characteristics (for both water and 
wastewater) are much more varied for each customer connection. 

The proposed usage-based wastewater rates for FY 14-15 extend the current usage-
based rates applicable for single family customers to include fixed monthly service charges 
based on meter size that should be applied to multi-family and non-residential accounts.  
The wastewater usage rate for multi-family customers would be the same as that for single 
family customers.  Placeholder estimates are also provided for non-residential low, 
medium, and high strength categories.  Proposed industrial rates reflect a 3.0 percent 
overall increase in each rate component. 

The development of fixed monthly wastewater service charges for multi-family and 
non-residential accounts follows the same basic cost allocation methodology as for water 
rates.  In this case, a review of wastewater costs resulted in a recommended allocation of 
the wastewater rate revenue requirement to customer, capacity, and commodity 
components.  The allocation of costs, as well as the resulting rate calculations, reflects a 
balanced approach to considering different rate-setting objectives.  Based on a review of 
wastewater system financial information, the cost allocation resulted in a distribution of 
the costs to customer, capacity, and commodity components of 5 percent, 45 percent, and 
50 percent, respectively.  Like the water rates, the monthly service charge will recover 
customer and capacity costs, and usage rates will recover commodity costs. 

Exhibit III-4 summarizes the calculation of fixed monthly wastewater service charges 
based on size of the water meter.  The monthly service charges are calculated by allocating 
customer costs equally across all customer accounts and by allocating capacity related costs 
in proportion to meter capacity.   
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The City’s wastewater rate structure currently includes a uniform wastewater usage 
rate for single family customers.  For FY 14-15, that rate will be increased by up to 3.0 
percent.  The same rate would also apply to multi-family customers, as the strength 
characteristics (BOD and SS) for single family and multi-family customers are the same. 

Wastewater flows for single family customers are estimated based on the average 
monthly water use from December through February of each year.  This average winter 
water use is a reasonable estimate of wastewater flow throughout the year, because it 
generally reflect water usage in the absence of irrigation demands.  Each July, the City 
determines a wastewater usage charge based on the winter water use and the applicable 
wastewater usage rate.  The monthly service charge is then added to the usage charge to 
arrive at the total wastewater bill.  This bill amount then remains fixed until the following 
July, when the process is repeated with the then most recent winter water use data and 
current wastewater rates. 

Winter water use can be used to determine wastewater usage charges for multi-family 
and non-residential customers as well.  One potential problem, however, could occur with 
businesses that have a seasonal component where winter water usage did not necessarily 
provide a reasonable estimate for wastewater flow throughout the year.  It is 
recommended that the Director of Public Works be extended authority to adjust the 
wastewater flow volume (usage) for individual customers where this is a concern. 
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Wastewater utilities generally identify different strength-based usage charges for non-
residential customers due to the variation in waste discharges.  A fairly simple approach to 
strength-based rates, and one recommended for the City, is to establish low, medium, and 
high strength categories.  All non-residential customers (with the exception of industrial 
customers) would be assigned to one of these categories, based on the type of business.  A 
higher usage rate would be established for the higher strength categories, commensurate 
with the costs of removing BOD and SS for wastewater. 

Until non-residential customers can be assigned to a strength category, and additional 
meter size and water use data obtained, it is recommended that the City use “placeholder” 
estimates for strength-based wastewater rates for non-residential customers.  These would 
give City staff, as well as customers, a sense for what future rates may be like under this 
rate approach. 

PROPOSED WASTEWATER RATE SCHEDULES 

Current and proposed wastewater rate schedules for both flat rates and usage-based 
rates are presented in Exhibits III-5 and III-6, respectively.  All rates reflect an overall 3.0 
percent revenue increase relative to the current wastewater rates. 
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Wastewater Rates for Schools 

During this study, a separate analysis was performed to examine the water use 
characteristics and estimate wastewater flows for schools in the Lodi Unified School 
District (LUSD).  At present, schools are charged for wastewater service based on student 
population.  High schools are assessed based on 15 students per SSU, and elementary and 
middle schools are assessed based on 20 students per SSU.  An examination of winter 
water use data (excluding December due to the winter break), as well as consideration of 
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the overall level of activity at schools throughout the year (including reduced activity in 
summer months) resulted in a determination that all schools of the LUSD should be 
charged for wastewater service based on 18 students per SSU.  While this change will affect 
the wastewater bills of all schools, it will have only a minor affect on the aggregate for all 
schools. 

METER INSTALLATION AND TRANSITION TO USAGE-BASED BILLING 

The City continues to install water meters on all unmetered water service connections.  
Below is a summary of the status of the metering program and plans to transition 
customers from flat wastewater rates to usage-based wastewater rates.  Each July an 
additional batch of customers is transitioned to usage-based wastewater rates. 

• Single Family – More than 50 percent of single family homes now have water 
meters with two- to three-thousand additional meters installed each year.  The 
transition to usage-based wastewater rates is lagging the transition to usage-
based water rates by about 18 months.  In July 2014, a second batch of single 
family customers will transition to usage-based water rates (about 3,700 
accounts).  The transition to usage-based wastewater rates for single family 
customers is expected to be completed by about July 2020. 

• Mobile Home Parks – All mobile home parks have now been provided with 
master water meters on the connections serving each park.  The City plans to 
convert all mobile home parks to usage-based wastewater rates in the near 
future. 

• Multi-Family – The City will begin installing water meters for apartment and 
condominium complexes, and plans to complete these installations by 2018.  All 
multi-family accounts (including duplexes, triplexes, and fourplexes) are 
expected to transition to usage-based wastewater rates in July 2020.  Similar to 
mobile home parks, at that time billing may shift from tenant to property 
owner. 

• Non-Residential – At present, about 75 percent of non-residential accounts have 
water meters and are subject to usage-based water rates.  With the exception of 
industrial users, all non-residential customers currently pay flat wastewater 
rates.  Further analysis will be needed to fully develop a strength and usage-
based wastewater rate structure for non-residential accounts.  It may be several 
years before these customers are fully transitioned to usage-based rates. 

The transition from flat rates to usage-based rates may affect the total amount of 
customers’ wastewater bills.  For single family customers many will have a decrease in 
their monthly wastewater bill with that transition, while others may have an increase.  
Multi-family customers will generally benefit from the transition to usage-based 
wastewater rates.  It is too early to tell how individual non-residential customers may be 
affected by the transition. 
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City of Lodi
Current and Proposed Flat Water Rates

Future Rate Ceiling

 Current      
(Jan. 2013) 

 Proposed    
(Jan. 2014) 

 Proposed 
(Jan. 2015) 

 Proposed 
(Jan. 2016) 

 Proposed 
(Jan. 2017) 

 Proposed 
(Jan. 2018) 

 Proposed 
(Jan. 2019) 

Rate Increase --> 2.5% 3.0% 3.0% 3.0% 3.0% 3.0%

FLAT RATES
Single Family Residential

1 Bedroom 29.90$         30.65$         31.57$         32.52$         33.50$         34.51$         35.55$         
2 Bedroom 35.91$         36.81$         37.91$         39.05$         40.22$         41.43$         42.67$         
3 Bedroom 43.04$         44.12$         45.44$         46.80$         48.20$         49.65$         51.14$         
4 Bedroom 51.72$         53.01$         54.60$         56.24$         57.93$         59.67$         61.46$         
5 Bedroom 62.03$         63.58$         65.49$         67.45$         69.47$         71.55$         73.70$         
6 Bedroom 74.44$         76.30$         78.59$         80.95$         83.38$         85.88$         88.46$         

Multi-Family (1)
1 Bedroom 25.67$         26.31$         27.10$         27.91$         28.75$         29.61$         30.50$         
2 Bedroom 30.79$         31.56$         32.51$         33.49$         34.49$         35.52$         36.59$         
3 Bedroom 36.94$         37.86$         39.00$         40.17$         41.38$         42.62$         43.90$         
4 Bedroom 44.32$         45.43$         46.79$         48.19$         49.64$         51.13$         52.66$         

Mobile Homes
Any Size 25.67$         26.31$         27.10$         27.91$         28.75$         29.61$         30.50$         

Non-Residential
Existing unmetered Varies +2.5% +3.0% +3.0% +3.0% +3.0% +3.0%

Notes:
(1)  Multi-family includes duplexes, triplexes, fourplexes, apartments, and condominiums.

pfarris
Text Box
Exhibit F
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City of Lodi
Current and Proposed Usage-Based Water Rates

Future Rate Ceiling

 Current      
(Jan. 2013) 

 Proposed 
(Jan. 2014) 

 Proposed    
(Jan. 2014) 

 Proposed 
(Jan. 2015) 

 Proposed 
(Jan. 2016) 

 Proposed 
(Jan. 2017) 

 Proposed 
(Jan. 2018) 

 Proposed 
(Jan. 2019) 

Rate Increase --> 2.5% (2) (3) 3.0% (4) 3.0% (4) 3.0% 3.0% 3.0%

USAGE-BASED RATES
Monthly Service Charge

Single Family
Up to 3/4" meter 23.78$         24.37$         23.26$         22.80$         21.65$         22.30$         22.97$         23.66$         
1" meter 38.60$         39.57$         37.38$         36.26$         34.01$         35.03$         36.08$         37.16$         
1 1/2" meter 75.42$         77.31$         72.45$         69.63$         64.62$         66.56$         68.56$         70.62$         
2" meter 119.79$       122.78$       114.71$       109.84$       101.52$       104.57$       107.71$       110.94$       

Multi-Family and Non-Residential (1)
Up to 3/4" meter 23.78$         24.37$         23.26$         22.80$         21.65$         22.30$         22.97$         23.66$         
1" meter 38.60$         39.57$         37.38$         36.26$         34.01$         35.03$         36.08$         37.16$         
1 1/2" meter 60.24$         61.75$         62.08$         64.28$         64.62$         66.56$         68.56$         70.62$         
2" meter 75.27$         77.15$         84.29$         94.17$         101.52$       104.57$       107.71$       110.94$       
3" meter 105.38$       108.01$       132.74$       162.18$       187.65$       193.28$       199.08$       205.05$       
4" meter 135.51$       138.90$       193.14$       254.80$       310.67$       319.99$       329.59$       339.48$       
6" meter 195.68$       200.57$       333.69$       480.82$       617.94$       636.48$       655.57$       675.24$       
8" meter 255.91$       262.31$       494.23$       747.94$       986.82$       1,016.42$    1,046.91$    1,078.32$    
10" meter 316.01$       323.91$       674.61$       1,056.08$    1,417.30$    1,459.82$    1,503.61$    1,548.72$    

Usage Rates ($/CCF)
Single Family

Tier 1 (0-10 CCF) 0.92$           0.94$           0.94$           0.97$           0.96$           0.99$           1.02$           1.05$           
Tier 2 (11-50 CCF) 1.38$           1.41$           1.35$           1.33$           1.27$           1.31$           1.35$           1.39$           
Tier 3 (>50 CCF) 1.82$           1.87$           1.76$           1.70$           1.59$           1.64$           1.69$           1.74$           

Multi-Family and Non-Residential (1)
All water usage 0.92$           0.94$           1.00$           1.09$           1.14$           1.17$           1.21$           1.25$           

Notes:
(1)  Multi-family includes duplexes, triplexes, fourplexes, apartments, condominiums, and mobile home parks.
(2)  This schedule includes the proposed indexing of 2.5 percent, with no rate structure changes.
(3)  This rate schedule is revenue neutral relative to the proposed newly indexed January 2014 water rates, but includes the beginning of the 

proposed 3-year phased changes to the rate structure.
(4)  These rate schedules reflect the second and third year of the 3-year rate structure phasing, as well as the maximum potential rate

 adjustment due to ENR indexing.
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City of Lodi
Current and Proposed Flat Wastewater Rates

Future Rate Ceiling
 Current      

(Jul. 2013) 
 Proposed 
(Jul. 2014) 

 Proposed 
(Jul. 2015) 

 Proposed 
(Jul. 2016) 

 Proposed 
(Jul. 2017) 

 Proposed 
(Jul. 2018) 

Rate Increase --> 3.0% 3.0% 3.0% 3.0% 3.0%

FLAT RATES
Single Family Residential

1 Bedroom 25.83$         26.60$         27.40$         28.22$         29.07$         29.94$         
2 Bedroom 34.44$         35.47$         36.53$         37.63$         38.76$         39.92$         
3 Bedroom 43.05$         44.34$         45.67$         47.04$         48.45$         49.90$         
4 Bedroom 51.66$         53.21$         54.81$         56.45$         58.14$         59.88$         
5 Bedroom 60.27$         62.08$         63.94$         65.86$         67.84$         69.88$         
6 Bedroom 68.88$         70.95$         73.08$         75.27$         77.53$         79.86$         
7 Bedroom 77.49$         79.81$         82.20$         84.67$         87.21$         89.83$         

Duplexes, Triplexes, Fourplexes, Apartments, and Condominiums
1 Bedroom 25.83$         26.60$         27.40$         28.22$         29.07$         29.94$         
2 Bedroom 34.44$         35.47$         36.53$         37.63$         38.76$         39.92$         
3 Bedroom 43.05$         44.34$         45.67$         47.04$         48.45$         49.90$         
4 Bedroom 51.66$         53.21$         54.81$         56.45$         58.14$         59.88$         

Mobile Homes
Any Size 25.83$         26.60$         27.40$         28.22$         29.07$         29.94$         

Non-Residential (1)
Per SSU 34.44$         35.47$         36.53$         37.63$         38.76$         39.92$         

Notes:
(1)  Proposed flat wastewater rates for schools are to be determined on the basis of 18 student per SSU.



The Reed Group, Inc. 10/23/13

City of Lodi
Current and Proposed Usage-Based Wastewater Rates

Future Rate Ceiling
 Current      

(Jul. 2013) 
 Proposed    
(Jul. 2014) 

 Proposed 
(Jul. 2015) 

 Proposed 
(Jul. 2016) 

 Proposed 
(Jul. 2017) 

 Proposed 
(Jul. 2018) 

Rate Increase --> 3.0% 3.0% 3.0% 3.0% 3.0%

USAGE-BASED RATES
Monthly Service Charge

Single Family (per DU) 23.52$         24.23$         24.96$         25.71$         26.48$         27.27$         
Multi-Family and Non-Residential (1)

Up to 3/4" meter 24.23$         24.96$         25.71$         26.48$         27.27$         
1" meter 38.83$         39.99$         41.19$         42.43$         43.70$         
1 1/2" meter 75.03$         77.28$         79.60$         81.99$         84.45$         
2" meter 118.63$       122.19$       125.86$       129.64$       133.53$       
3" meter 220.45$       227.06$       233.87$       240.89$       248.12$       
4" meter 365.88$       376.86$       388.17$       399.82$       411.81$       
6" meter 729.12$       750.99$       773.52$       796.73$       820.63$       
8" meter 1,165.18$    1,200.14$    1,236.14$    1,273.22$    1,311.42$    

Usage Rates ($/CCF)
Single Family (2) 2.68$           2.76$           2.84$           2.93$           3.02$           3.11$           
Multi-Family (2) 2.76$           2.84$           2.93$           3.02$           3.11$           
Non-Residential (2) (3)

Low Strength 2.76$           2.84$           2.93$           3.02$           3.11$           
Medium Strength 3.45$           3.55$           3.66$           3.77$           3.88$           
High Strength 4.49$           4.62$           4.76$           4.90$           5.05$           

Industrial (4)
Flow (per MG annually) 3,487.41$    3,592.03$    3,699.79$    3,810.78$    3,925.10$    4,042.85$    
BOD (per 1,000 lbs annually) 575.51$       592.78$       610.56$       628.88$       647.75$       667.18$       
SS (per 1,000 lbs annually) 359.85$       370.65$       381.77$       393.22$       405.02$       417.17$       

Notes:
(1)  Multi-family includes duplexes, triplexes, fourplexes, apartments, condominiums, and mobile home parks.
(2)  Usage charge based on winter water use determined as the average from the prior December-February period.

Adjusted each July for each account.
(3)  Placeholder.  These rates not yet in use.
(4)  Applies to industrial users discharging into the domestic sewer system.



2/18/2014

Service 1X Week 2X Week 3X Week 4X Week 5X Week
2 Cubic Yard Compactor $290.35 $580.70 $871.05 $1,161.40 $1,451.75
3 Cubic Yard Compactor $358.76 $717.53 $1,076.29 $1,435.05 $1,793.81
4 Cubic Yard Compactor $427.73 $855.45 $1,283.18 $1,710.90 $2,138.63

EFFECTIVE April 1, 2014 TO March 31, 2015

CITY OF LODI
COMMERCIAL COMPACTOR RATES 

Commercial Compactor Rates

pfarris
Text Box
Exhibit G



















Proposition 218 Protest Hearing 
W t W t t S lid W tWater, Wastewater, Solid Waste
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May 7, 2014



Topics

1. Property owner meter charge schedule1. Property owner meter charge schedule

2. Vacant residential water and wastewater rate

3. Water rate structural changes

4 Fi fi i l l4. Five year financial plan

5. Water and wastewater  capital programs5 ate a d aste ate cap ta p og a s

6. Solid waste compactor rate and annual CPI 
adjustmentadjustment



1 Proposition 218 protest hearing -1. Proposition 218 protest hearing 
not a rate increase

2 Water and wastewater future rate2. Water and wastewater future rate 
increases capped at 3% ENR

3 S lid t f t t i3. Solid waste future rate increases 
capped at 100% CPI

4. All future rate increases subject 
to Council approval



Meter Charge – Non-Res & MF

Meter
Size

Recommended
Size

¾ $300

1 $3501 $350

1 ½ $780

2 $970

3 $1,980

4 $3,570

6 $6,760

8 $11,520



Vacant Residential Rate

Water and wastewater customersWater and wastewater customers 
without a metered service

Monthly base charge for meter size

Over time the monthly base charge 
will reduce to approximately 30% ofwill reduce to approximately 30% of 
total revenue (currently 45%)



Water Rate Structural Changes

• Revenue neutral and 3-year transitionRevenue neutral and 3 year transition

R id ti l thl i h d• Residential - monthly service charge and 
3-tier usage rates reduce

• Non-residential and multi-family - monthly y y
service charge and single-tier usage rate 
increase



Water Examples – Monthly Change
Current 

2014
Proposed 

2014
Proposed 

2015
Proposed 

2016

Re-structure water rate over three years

Rate/Revenue Change 2.5 % 3.0 % 3.0 %

Single Family

3 bedroom flat rate $43.04 No Change + $1.32 + $1.36

Average use (18 CCF) $45.05 - $1.59 - $0.32 - $1.73e age use ( 8 CC ) $ 5 05 $ 59 $0 3 $ 3

Non-Residential

Scientific Specialties    
(2 inch meter) $481.83 + $44.34 + $49.66 + $29.50



Sewer Examples – Monthly Change

Current
2013

Proposed 
2014

Proposed 
2015

Proposed 
2016

Rate/Revenue Change 3.0 % 3.0 % 3.0 %

Single Family

3 bedroom flat rate $43 05 + $1 29 + $1 33 + $1 373 bedroom flat rate $43.05 + $1.29 + $1.33 + $1.37

Average use (10 CCF) $50.32 + $1.51 + $1.53 + $1.65

Non-Residential

Scientific Specialties        
(2 inch meter) $430.50 + $12.92 + $13.25 + $13.75



Comparisons Sent to Non-Residential Customers
1 Blue Shield 11 Holiday Retirement1.  Blue Shield 11.  Holiday Retirement

2. City of Lodi 12.Walmart

3.  Cottage Bakery 13.Safeway

4.  General Mills 14. Miller Packingg

5.  Lodi Unified 15. Lodi Card Room

6.  Lodi Memorial 16.  Archer Daniels Midland

7.  Lustre Cal 17.Armorstruxx

8.  Pacific Coast Producers 18.Costco

9 S i tifi S i lti 19 C h id9. Scientific Specialties 19.  Cepheid

10. Target



Five Year Financial Plan

1 Assumptions checked and reconfirmed1. Assumptions checked and reconfirmed
2. Annual adjustments capped at 3%
3 Fi t t dj t t 2 5%3. First year rate adjustment 2.5% 

compared to 2.6% ENR increase
4. Cash reserves as a percent of revenues 

are lowest in FY 17/18  (15% in Water 
and 24% in Wastewater)

5. Financial plan strategies presentation p g p
July 16, 2014



Water Capital Program

W t M t d R l t $ 23 5 illi /4 5Water Meters and Replacements $ 23.5 million/4.5 years

Well Capital Maintenance $2 0 million/4 5 yearsWell Capital Maintenance $2.0 million/4.5 years

Financial System Replacement $0.53 million/2 yearsFinancial System Replacement   $0.53 million/2 years



Wastewater Capital Program

Wastewater System Rehabilitation $4 5 million/4 5 yearsWastewater  System Rehabilitation $4.5 million/4.5 years

White Slough Capital Maintenance     $8.6 million/4.5 years

White Slough Irrigation Improvements $ 4.2 million (2015-18)

Storm NPDES Permit Improvements $2.5 million/2.5 years

Financial System Replacement $0.53  million/2 years



Solid Waste Compactor Rates

Service 1X Week 2X Week 3X Week 4X Week 5X Week

2 Cubic Yard Compactor $290.35 $580.70 $871.05 $1,161.40$1,451.75

3 Cubic Yard Compactor $358.76 $717.53 $1,076.29$1,435.05$1,793.81

4 Cubic Yard Compactor $427.73 $855.45 $1,283.18$1,710.90$2,138.63

Option A – 80 % of CPI plus extraordinary increases in 
landfill fees, fuel and energy

Option B – 100 % of CPI with certification that 
operations costs increased by more than 100 % of CPI



QuestionsQuestions


















































































