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Conducted three agency manager workshops
Focused on review of the cost of service 
Methodology

Understand how changes can affect the cost of 
service and rates

Next step is to look at underlying policy principles

Key policy questions need to be addressed
Current structure was based on policy concepts

Review policy concepts to see if any changes should 
ŀŦŦŜŎǘ aŜǘǊƻǇƻƭƛǘŀƴΩǎ Ŏƻǎǘ ƻŦ ǎŜǊǾƛŎŜ ŀǇǇǊƻŀŎƘ





1. Develop Revenue Requirement

2. Assign costs to service functions

3. Classify costs based on behavioral 
characteristics

4. Allocate costs to rate elements





O&M $341

SWP $479

Supply Programs $126

CRA Power $50

Demand Management $60

Debt Service $331

CIP $412

Total $1,797

*April Board Letter, FY 2009/10 ςTotals may not foot due to rounding
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ÅPAYGO portion of CIP is 

included in Revenue Requirement

ÅBond financed portion of CIP is 

included in Debt service



O&M $341

SWP $479

Supply Programs $126

CRA Power $50

Demand Management Credits$60

Debt Service $331

PAYGO $95

Change in Required Reserves$54

Revenue Offsets -$159

Net Revenue Requirement $1,376
*April Board Letter, FY 2009/10 ςTotals may not foot due to rounding

ÅProperty Tax

ÅAnnexations

ÅInterest

ÅHydro sales





1. Supply

2. Conveyance & Aqueduct

3. Storage

4. Treatment

5. Distribution

6. Demand Management

7. Hydroelectric

8. Administrative & General



bŜǘ .ƻƻƪ ±ŀƭǳŜ Ґ !ǎǎŜǘΩǎ ƻǊƛƎƛƴŀƭ Ŏƻǎǘ ƭŜǎǎ 
accumulated depreciation plus Work In Progress

Service function NBV ($M) NBV %

Supply 75 1

Conveyance & Aqueduct 1,405 18

Storage 2,314 30

Treatment 2,457 32

Distribution 1,149 15

Administrative & General 272 3

Hydroelectric 112 1

Total 7,784 100



ÅBy accounting appropriation data
ωExample: Conveyance & Distribution Unit

ÅAssigned
ωExample: Legal, Audit, Ethics, CFO, Board into 

Administrative & General

ÅGroup manager analysis
ωExample: WSO Operations Planning into Supply

ÅPro-rated
ωHuman Resources, Information Technology, Office of 

the General Manager: by total labor

ωSecurity: by Net Book Value of facilities



By line item
Conveyance & Aqueduct: 

Transportation Capital 

Transportation Min OMP&R 

East Branch Enlargement Capital 

Delta Conveyance 

On-aqueduct variable  power

Off-aqueduct power

Supply: 
Delta capital 

Delta Minimum



Source of Supply

Conveyance & Aqueduct

Storage

Treatment

Distribution

Demand Management

Admin & General

Hydroelectric

Total

$217
$517
$131
$222
$116
$70

$123
$(14)

$1,376

*April Board Letter, FY 2009/10 ςTotals may not foot due to rounding





Commodity or Base Costs
Costs related to average or day-to-day demand and 
operational conditions  (Includes capital and O&M)

Demand or Extra Capacity
/ƻǎǘǎ ǊŜƭŀǘŜŘ ǘƻ ƳŜŜǘƛƴƎ ŀōƻǾŜ ŀǾŜǊŀƎŜ ƻǊ άǇŜŀƪέ 
demand conditions (Largely capital)

Standby
Costs related to facilities used to meet emergency 
conditions and capacity in excess of typical peak 
delivery conditions (Capital and O&M)



Emergency storage
For use in emergency conditions: Standby

Drought storage
Creates supplies for use in drought conditions: 
Fixed Commodity

Regulatory storage
Creates capacity to move water through the 
distribution system: Classified same as Distribution 
costs



Function Commodity Demand* Standby

Supply 100% 0% 0%

Conveyance 63% 30% 7%

Storage

Emergency 0% 0% 100%

Drought 100% 0% 0%

Regulatory 53% 47% 0%

Treatment 45% 51% 4%

Distribution 53% 47% 0%

* Largely only capital costs



Demand $128

Fixed Commodity $905

Variable Commodity $263

Standby $79

Total $1,376

*April Board Letter, FY 2009/10 ςTotals may not foot due to rounding



Demand Fixed 
Commodity

Standby Variable 
Commodity

Total

Supply 241 241

Conveyance 35 287 8 225 555

Storage 6 67 71 144

Treatment 61 143 38 243

Distribution 28 87 115

Demand 
Mgmt

78 78

Total 128 905 79 263 1,376

*April Board Letter, FY 2009/10 ςTotals may not foot due to rounding
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Demand Fixed 
Commodity

Standby Variable 
Commodity

Supply 241

Conveyance 35 287 8 225

Storage 6 67 71

Treatment 61 143 38

Distribution 28 87

Demand 
Mgmt

78

Total 128 905 79 263

*April Board Letter, FY 2009/10 ςTotals may not foot due to rounding

Supply Rates

299

Only 

Drought 

Storage



Demand Fixed 
Commodity

Standby Variable 
Commodity

Supply 241

Conveyance 35 287 8 225

Storage 6 67 71

Treatment 61 143 38

Distribution 28 87

Demand 
Mgmt

78

Total 128 905 79 263

*April Board Letter, FY 2009/10 ςTotals may not foot due to rounding

System Access 
Rate

382

Only A 

Portion Of 

Regulatory 

Storage



Demand Fixed 
Commodity

Standby Variable 
Commodity

Supply 241

Conveyance 35 287 8 225

Storage 6 67 71

Treatment 61 143 38

Distribution 28 87

Demand 
Mgmt

78

Total 128 905 79 263

*April Board Letter, FY 2009/10 ςTotals may not foot due to rounding

Water 
Stewardship 

Rate

78



Demand Fixed 
Commodity

Standby Variable 
Commodity

Supply 241

Conveyance 35 287 8 225

Storage 6 67 71

Treatment 61 143 38

Distribution 28 87

Demand 
Mgmt

78

Total 128 905 79 263

*April Board Letter, FY 2009/10 ςTotals may not foot due to rounding

System Power 
Rate

225



Demand Fixed 
Commodity

Standby Variable 
Commodity

Supply 241

Conveyance 35 287 8 225

Storage 6 67 71

Treatment 61 143 38

Distribution 28 87

Demand 
Mgmt

78

Total 128 905 79 263

*April Board Letter, FY 2009/10 ςTotals may not foot due to rounding

Treatment
Surcharge

242


