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1. EXECUTIVE SUMMARY 
1.1 SYSTEM OVERVIEW 
Las Virgenes Municipal Water District (District) delivers drinking water to roughly 70,000 residents 
across 123 square miles, including the cities of Agoura Hills, Calabasas, Hidden Hills, Westlake Village, 
and surrounding unincorporated areas of Los Angeles County. All of the District’s potable water is 
imported from the Sierra Nevada and transported via the California Aqueduct. Most of the District’s 
water is purchased from the Metropolitan Water District of Southern California (MWD), entering the 
system near Calabasas and is distributed through 400+ miles of pipes, supported by 25 tanks and 24 
pump stations across four elevation zones. The District is governed by a five-member elected board, 
which appoints officers every two years and designates a representative to the MWD board. 
 
Roughly 20% of the District’s water is recycled for irrigation of landscapes, golf courses, schools, and 
public areas. This water is generated through advanced treatment of wastewater and distributed via 
66 miles of dedicated pipelines, three storage tanks, two reservoirs, and four pump stations. The 
recycled water system helps reduce dependence on imported supplies. 
 
The District provides sanitation services through a Joint Powers Authority (JPA) with the Triunfo 
Water and Sanitation District, extending into parts of eastern Ventura County. The system includes 56 
miles of trunk sanitation lines and two lift stations, which direct wastewater to the Tapia Water 
Reclamation Facility. The facility treats and repurposes the water, supporting both sanitation and 
recycled water efforts. Biosolids generated in the treatment process are processed at the Rancho Las 
Virgenes Composting Facility where they are converted into a nutrient-rich soil amendment. 
 

1.2 RATE STUDY OVERVIEW 
Public retail water agencies in California typically conduct a cost-of-service study every five years to 
ensure that customers are appropriately charged for water service and to reestablish the cost-of-
service nexus that is required by Proposition 218. The District has engaged Water Resources 
Economics, LLC (WRE) to conduct a comprehensive potable water, recycled water, and sanitation cost 
of service and rate study, with the following objectives: 

 Evaluate a five-year financial plan scenario to meet financial targets for Fiscal Year (FY) 2026 
to FY 2030 

 Conduct a cost-of-service analysis for each utility based on the most recent data and customer 
use characteristics 

 Develop a five-year potable water, recycled water, and sanitation rate schedule for FY 2026 
through FY 2030 

 

1.3 LEGAL REQUIREMENTS 
Legal considerations relating to retail water rates in California focus heavily on Proposition 218, which 
was enacted in 1996 and is now reflected in Article XIII C and Article XIII D of the California 
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Constitution. Proposition 218 states that “property related fees and charges” (which include retail 
water rates) may not exceed the proportional cost of providing the service to the customer and may 
not be used for any purpose other than providing said service. The practical implication is that public 
retail water agencies in California must demonstrate a sufficient nexus between the costs incurred by 
the agency to provide water service and the rates charged to customers. The primary means by which 
retail water agencies address this requirement is by conducting a “cost-of-service analysis.” 
 
Proposition 218 also affects the rate adoption process by requiring agencies to hold a public hearing 
to adopt rates. The agency must mail public hearing notices to all customers no fewer than 45 days 
prior to the public hearing. The public hearing notices must clearly show all proposed rate changes, 
provide information on the public hearing date/time/location, and provide instructions on how 
customers may protest the proposed rate changes. If a majority of customers submit a protest, the 
proposed rate changes cannot be adopted.  
 
Pursuant to Senate Bill 323, any legal action challenging the validity of water or sewer rates, fees, or 
charges must be commenced within 120 days of their adoption. Assembly Bill 2257 requires that any 
party seeking to contest property-related water or sewer fees under Proposition 218 must first 
exhaust all available administrative remedies with the local agency before initiating litigation. 
 

1.4 RATE-SETTING METHODOLOGY 
This study was conducted using industry-standard methodology outlined by the American Water 
Works Association (AWWA) in its Manual of Water Supply Practices M1: Principles of Water Rates, 
Fees and Charges, Seventh Edition (M1 Manual) and by the Water Environment Federation (WEF) in 
its Manual of Practice No. 27, Financing and Charges for Wastewater Systems. The rate study process 
includes the following steps:  

1. Financial Plan: Annual revenues and expenses are projected over the rate-setting period to 
determine the magnitude of rate increases needed to maintain financial sufficiency. Financial 
policies, such as reserve targets, are also evaluated and updated if necessary.  

2. Cost-of-Service Analysis: Costs are allocated to customers in proportion to use of and burden 
on the water, recycled water, and sanitation system. The overall goal is to establish a robust 
nexus between the costs incurred by an agency and the rates charged to customers, as 
required by Proposition 218.  

3. Rate Design: The existing rate structure is evaluated, and potential changes are identified. A 
multi-year proposed rate schedule is then calculated directly from the results of the financial 
plan and cost-of-service analysis. 

4. Rate Study Documentation: A rate study report is developed to document the proposed rate 
development process. This provides transparency and enhances compliance with Proposition 
218 requirements. This document serves as the report for this rate study.  
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1.5 ADDITIONAL INFORMATION AND DISCLAIMERS 
This report summarizes the data, analyses, processes, and results of the District’s potable water, 
recycled water, and sanitation cost of service and rate study. Some important information to keep in 
mind when reading the report includes the following: 

 All study projections are based on the best available data as of December 2024. 
 All table values are rounded to the nearest digit shown unless stated otherwise. However, all 

calculations are based on precise values. Attempting to manually recreate the calculations 
described in this report from the values displayed in tables may therefore produce slightly 
different results. 

 All current and proposed rates and charges in this report are shown on a monthly basis. 
 

1.6 CURRENT RATES 
The District’s current potable water rate structure includes a fixed readiness to serve charge based on 
meter size, a tiered commodity charge based on water use tier and customer class per hundred cubic 
feet (hcf) of water usage, and an elevation charge based on elevation zone per hcf. 1 HCF is equal to 
748 gallons. Table 1-1 shows the current water rates as of 1/1/2025. 
 

Table 1-1: Current Potable Water Rates 

Line Potable Rates As of 1/1/25 
1 Readiness to Serve Charge  

2 3/4" $43.61  
3 3/4" x 1" $43.61  
4 1" $70.69  
5 1-1/2" $138.37  
6 2" $219.61  
7 3" $476.83  
8 4" $855.88  
9 6" $2,169.05  

10 8" $3,793.59  
11 10" $5,688.89  
12 Temporary 1.5x  
13   

14 Commodity Charge ($/hcf)  

15 Residential Tier 1 - Indoor Efficient $4.76  
16 Residential Tier 2 - Outdoor Efficient $5.69  
17 Residential Tier 3 - Inefficient $6.51  
18 Residential Tier 4 - Excessive $7.92  
19 Temporary Services $11.31  
20 Commercial Tier 1 - Efficient $5.40  
21 Commercial Tier 2 - Inefficient $6.05  
22 Commercial Tier 3 - Excessive $8.75  
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23 Irrigation Tier 1 - Efficient $5.69  
24 Irrigation Tier 2 - Inefficient $6.51  
25 Irrigation Tier 3 - Excessive $7.92  
26   

27 Elevation Charge ($/hcf)  

28 Zone 1 $0.00  
29 Zone 2 $0.59  
30 Zone 3 $1.36  
31 Zone 4 $2.20  

 
LVMWD defines its water service elevation zones based on the hydraulic gradient (H.G.), which is the 
maximum water elevation represented by the pressure in the water system or the maximum surface 
elevation of the water in the reservoir serving the system. The elevation zones for potable water 
delivery are as follows: 

 Zone 1: Includes domestic water customers receiving water that does not require pumping 
above a hydraulic gradient of 1235 feet prior to delivery to the customer. 

 Zone 2: Includes domestic water customers receiving water that requires pumping to 
elevations between 1235 feet and 1700 feet prior to delivery to the customer. 

 Zone 3: Includes domestic water customers receiving water that requires pumping to 
elevations between 1700 feet and 2200 feet prior to delivery to the customer. 

 Zone 4: Includes domestic water customers receiving water that requires pumping to 
elevations greater than 2200 feet prior to delivery to the customer. 
 

Similarly, the District’s current recycled water rate structure includes a fixed monthly readiness to 
serve charge based on meter size, a commodity charge based on customer class and tier per hcf of 
recycled water usage, and an elevation charge based on elevation zone per hcf of recycled water 
usage. Table 1-2 shows the current recycled water rates as of 1/1/2025. 
 

Table 1-2: Current Recycled Water Rates 

Line Recycled Rates As of 1/1/25 
1 Readiness to Serve Charge  

2 3/4" $39.19  
3 3/4" x 1" $39.19  
4 1" $63.03  
5 1-1/2" $122.58  
6 2" $194.09  
7 3" $420.46  
8 4" $754.05  
9 6" $1,909.76  

10 8" $3,339.47  
11 10" $5,007.49  
12 Temporary 1.5x  
13   
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14 Commodity Charge ($/hcf)  

15 Tier 1 - Efficient $1.70  
16 Tier 2 - Inefficient $3.57  
17 Tier 3 - Excessive $6.78  
18 Temporary Services $10.17  
19   

20 Elevation Charge ($/hcf)  

21 Las Virgenes Valley $0.00  
22 East/West $0.43  

 
The District’s current sanitation rate structure includes a monthly service charge per household size 
for residential customers, a monthly account service charge and fixed monthly equivalent residential 
unit (ERU) and excess ERU charge based on customer classification for commercial customers. Table 
1-3 shows the current sanitation rates as of 1/1/2025. 
 

Table 1-3: Current Sanitation Rates 

Line Sanitation Rates As of 1/1/25 
1 Residential Monthly Service Charge  

2 Household Size  

3 1 $27.35  
4 2 $45.76  
5 3 $64.16  
6 4 $82.57  
7 5 $100.95  
8 6+ $119.37  
9   

10 Commercial Monthly Account Service Charge  

11 Class 1 $8.94  
12 Class 2 $8.94  
13 Class 3 $8.94  
14 Class 4 $8.94  
15   

16 Commercial Monthly ERU Charge  

17 Class 1 $53.54  
18 Class 2 $73.80  
19 Class 3 $97.73  
20 Class 4 $122.96  
21   

22 Excess ERU Charge  

23 Class 1 $8.15  
24 Class 2 $11.20  
25 Class 3 $14.82  
26 Class 4 $18.65  
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Excess ERU charges apply to any non-residential customer whose monthly water usage exceeds the 
included 6.62 hcf per assigned ERU. For each hcf of water used above this threshold, an excess ERU 
charge is assessed at the rate established for the customer’s class. 
 

1.7 FINANCIAL PLAN 
WRE worked closely with District staff and the District’s Board of Directors to determine the financial 
plan scenario that best suits the District’s needs. The results and recommendations of the rate study 
are driven by the District’s financial performance, input from District staff, and feedback and 
direction from the Board.  
 
FACTORS AFFECTING FINANCIAL PERFORMANCE 

The utilities’ financial performance is driven by the ability of the current rates to meet the District’s 
funding needs. To maintain financial sufficiency, potable water, recycled water, and sanitation rates 
must fully fund operations and maintenance (O&M) costs, capital improvement plan (CIP) 
expenditures, and any relevant financial policies, which typically include target reserve balances and 
debt coverage.  
 
The key factors affecting financial performance include: 

 Debt Coverage Ratio: A majority of the estimated $466 million Pure Water Project (PWP) 
funding is through debt, which has coverage requirements. The JPA plans to issue State 
Revolving Fund (SRF) debt to finance a portion of the project costs. The SRF coverage 
requirement is 120% of the 5-year maximum annual debt service (5-year MADS). This 
stringent requirement has a major impact on all utilities, but especially the sanitation fund 
because it bears most of the debt service cost. As a policy principle, LVMWD proposes rates 
that allow the District to meet a minimum debt service coverage ratio of 1.50. 

 Substantial Capital Improvement Projects: Including PWP the District has significant capital 
improvement projects (CIP) funded through rates or reserves budgeted for the next five years 
in each of the utilities, totaling approximately $96 million during the study period. The 
proposed rates must be sufficient to fund these necessary pay-as-you-go projects.  

 Reserve policy targets: The District’s current reserve policy includes targets for operating, 
capital replacement, and debt service. The reserve policy in place allows the District to 
maintain cash on hand to meet short-term cash flow requirements and to execute CIP 
projects.  

 
PROPOSED REVENUE ADJUSTMENTS 

Overall annual increases in rate revenues resulting from rate increases are referred to as “revenue 
adjustments.” WRE worked with the Board and District staff to determine the most appropriate 
financial plan scenario, which is shown in Table 1-4. The proposed financial plan for each utility 
includes five years of revenue adjustments, which are required to maintain financial sufficiency and 
resiliency, meet required coverage ratios, and pay-as-you-go fund approximately $96 million worth of 
potable, recycled, and sanitation CIP rate funded projects over the study period. 
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Table 1-4: Proposed Financial Plan 

Line Utility FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Potable Water 9% 3% 3% 3% 3% 
2 Recycled Water 12% 12% 12% 15% 15% 
3 Sanitation  15% 8% 8% 8% 5% 

 
Under this proposed financial plan, the District will meet its reserve targets and meet coverage 
requirements for all five years. 
 

1.8 COST-OF-SERVICE ANALYSIS 
A cost-of-service analysis is a technical process used to determine the cost of providing service to the 
District’s customers based on each customer’s use of and burden on the system. The cost-of-service 
analysis is the basis of the nexus between the costs incurred by the utility to provide service and the 
rates charged to customers, which is a requirement of Proposition 218.  
 
COST-OF-SERVICE METHODOLOGY 

The cost-of-service methodology is based on industry standards set forth by AWWA in its M1 Manual 
and WEF; this rate study utilizes the base-extra capacity method. The overall goal of the cost-of-
service analysis is to develop “unit costs,” which provide the basis from which proposed rates are 
directly calculated. Note that although the study period spans three years, the cost-of-service analysis 
is limited to a single representative year referred to as the “test year.” The test year in this study is FY 
2025. The key steps in conducting a water cost-of-service analysis are outlined below: 

 Revenue requirement determination: The total rate revenue requirement for the test year is 
determined based on the results of the proposed financial plan and divided into primary sub-
components (operating, capital, etc.). 

 Cost functionalization: Operating and capital costs are evaluated and assigned to “functional 
categories” in the water system (e.g., customer service, water supply, distribution, etc.). This 
provides a proportional breakdown of system costs by functional category. 

 Revenue requirement allocation to cost causation components: Functionalized costs are 
allocated to “cost causation components” (e.g., water supply, base delivery, max day delivery, 
etc.), which is used to attribute customers’ use of the system to the costs incurred by the 
District. 

 Unit cost development: The rate revenue requirement allocation for each individual cost 
causation component is divided by the appropriate units of service to establish unit costs for 
the test year. Unit costs provide the basis from which proposed rates are calculated. 
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1.9 PROPOSED RATES 
WRE worked closely with the Board and District staff to determine the most appropriate rate 
structure that meets the District’s needs. 
 
PROPOSED RATE STRUCTURE CHANGES 

The main objective was to conduct a comprehensive cost-of-service analysis while maintaining as 
much of the current rate structures as possible to minimize customer impacts.  
 
The District’s current water rate structure includes a monthly service charge based on meter size, a 
tiered quantity charge based on customer class, and an elevation charge based on zone per hcf. After 
examining the existing rate methodology, given the District’s water supply profile, WRE recommends 
the District implement a three-tier quantity charge for all customer classes to be more consistent 
with cost-of-service principles. Additionally, WRE recommends the District implement a new fixed 
monthly private fire line charge based on meter size for commercial private fire connections to reflect 
the costs to provide those services. 
 
WRE proposes no changes to the recycled water and sanitation rate structures. 
 
PROPOSED FIVE-YEAR RATE SCHEDULES 

The proposed five-year water rate schedules in this section are based on the proposed rate structures 
and methodology changes, the updated cost-of-service analysis, and the proposed revenue 
adjustments. The rate schedules show the proposed potable water, recycled water, and sanitation 
rates to be implemented in January 2026 through January 2030. MWD fixed charges are included in 
the readiness to serve charges for FY 2026 and later. Please note that the proposed potable water 
and recycled water rates do not include any potential pass-through costs from MWD starting 1/1/27. 
 
Table 1-5 shows the current and proposed potable water rates for the next five years. 
 

Table 1-5: Proposed Potable Water Rates Schedule 

Line Proposed Potable Rates As of 
1/1/25 

Effective 
1/1/26 

Effective 
1/1/27 

Effective 
1/1/28 

Effective 
1/1/29 

Effective 
1/1/30 

1 Readiness to Serve Charge       

2 3/4" $43.61  $58.79  $60.23  $61.72  $63.25  $64.83  
3 3/4" x 1" $43.61  $58.79  $60.23  $61.72  $63.25  $64.83  
4 1" $70.69  $91.88  $94.10  $96.39  $98.74  $101.17  
5 1-1/2" $138.37  $174.60  $178.76  $183.04  $187.45  $191.99  
6 2" $219.61  $273.86  $280.35  $287.03  $293.91  $301.00  
7 3" $476.83  $588.19  $602.05  $616.32  $631.02  $646.16  
8 4" $855.88  $1,051.40  $1,076.12  $1,101.58  $1,127.80  $1,154.81  
9 6" $2,169.05  $2,656.14  $2,718.48  $2,782.70  $2,848.84  $2,916.97  

10 8" $3,793.59  $4,641.38  $4,750.27  $4,862.43  $4,977.96  $5,096.95  
11 10" $5,688.89  $6,957.48  $7,120.68  $7,288.78  $7,461.92  $7,640.25  
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12 Temporary 1.5x 1.0x 1.0x 1.0x 1.0x 1.0x 
13        

14 Private Fire Line Charge  
(New Charge) 

      

15 3/4" N/A $9.30  $9.58  $9.87  $10.17  $10.48  
16 3/4" x 1" N/A $9.30  $9.58  $9.87  $10.17  $10.48  
17 1" N/A $9.46  $9.75  $10.05  $10.36  $10.68  
18 1-1/2" N/A $10.03  $10.34  $10.66  $10.98  $11.31  
f19 2" N/A $11.02  $11.36  $11.71  $12.07  $12.44  
20 2-1/2" N/A $12.51  $12.89  $13.28  $13.68  $14.10  
21 3" N/A $14.57  $15.01  $15.47  $15.94  $16.42  
22 4" N/A $20.69  $21.32  $21.96  $22.62  $23.30  
23 6" N/A $42.66  $43.94  $45.26  $46.62  $48.02  
24 8" N/A $80.56  $82.98  $85.47  $88.04  $90.69  
25 10" N/A $137.56  $141.69  $145.95  $150.33  $154.84  
26        

27 Commodity Charge ($/hcf)       

28 Residential Tier 1 - Efficient $5.281  $4.56  $4.70  $4.85  $5.00  $5.15  
29 Residential Tier 2 - Inefficient $6.51  $7.68  $7.92  $8.16  $8.41  $8.67  
30 Residential Tier 3 - Excessive $7.92  $9.05  $9.33  $9.61  $9.90  $10.20  
31        

32 Temporary Services $11.31  $9.05  $9.33  $9.61  $9.90  $10.20  
33        

34 Commercial Tier 1 - Efficient $5.40  $4.56  $4.70  $4.85  $5.00  $5.15  
35 Commercial Tier 2 - Inefficient $6.05  $7.68  $7.92  $8.16  $8.41  $8.67  
36 Commercial Tier 3 - Excessive $8.75  $9.05  $9.33  $9.61  $9.90  $10.20  
37        

38 Irrigation Tier 1 - Efficient $5.69  $4.56  $4.70  $4.85  $5.00  $5.15  
39 Irrigation Tier 2 - Inefficient $6.51  $7.68  $7.92  $8.16  $8.41  $8.67  
40 Irrigation Tier 3 - Excessive $7.92  $9.05  $9.33  $9.61  $9.90  $10.20  
41        

42 Elevation Charge ($/hcf)       

43 Zone 1 $0.00  $0.00  $0.00  $0.00  $0.00  $0.00  
44 Zone 2 $0.59  $0.42  $0.44  $0.46  $0.48  $0.50  
45 Zone 3 $1.36  $3.39  $3.50  $3.61  $3.72  $3.84  
46 Zone 4 $2.20  $3.46  $3.57  $3.68  $3.80  $3.92  
47        

48 Pure Water Supply Charge 
($/hcf) 

      

49 Tier 1 - Efficient     $0.00  $0.00  
50 Tier 2 - Inefficient     $0.64  $0.73  
51 Tier 3 - Excessive     $1.14  $1.28  

 
1 Weighted average of Residential Tier 1 – Indoor Efficient and Residential Tier 2 – Outdoor Efficient charge  
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Starting upon the completion of the PWP in 2029, customers with water usage in Tier 2 and Tier 3 will 
be applied a Pure Water Supply charge to cover costs of supplying local water supply. 
 
Table 1-6 shows the current and proposed recycled water rates for the next five years. 
 

Table 1-6: Proposed Recycled Water Rates Schedule 

Line Proposed Recycled Rates As of 
1/1/25 

Effective 
1/1/26 

Effective 
1/1/27 

Effective 
1/1/28 

Effective 
1/1/29 

Effective 
1/1/30 

1 Readiness to Serve 
Charge 

      

2 3/4" $39.19  $46.73  $52.34  $58.63  $67.43  $77.55  
3 3/4" x 1" $39.19  $46.73  $52.34  $58.63  $67.43  $77.55  
4 1" $63.03  $71.61  $80.21  $89.84  $103.32  $118.82  
5 1-1/2" $122.58  $133.80  $149.86  $167.85  $193.03  $221.99  
6 2" $194.09  $208.44  $233.46  $261.48  $300.71  $345.82  
7 3" $420.46  $444.78  $498.16  $557.94  $641.64  $737.89  
8 4" $754.05  $793.09  $888.27  $994.87  $1,144.11  $1,315.73  
9 6" $1,909.76  $1,999.70  $2,239.67  $2,508.44  $2,884.71  $3,317.42  

10 8" $3,339.47  $3,492.42  $3,911.52  $4,380.91  $5,038.05  $5,793.76  
11 10" $5,007.49  $5,233.92  $5,862.00  $6,565.44  $7,550.26  $8,682.80  
12 Temporary 1.5x  1.0x  1.0x  1.0x  1.0x  1.0x  
13        

14 Commodity Charge 
($/hcf) 

      

15 Tier 1 - Efficient $1.70  $2.09  $2.35  $2.64  $3.04  $3.50  
16 Tier 2 - Inefficient $3.57  $3.26  $3.66  $4.10  $4.72  $5.43  
17 Tier 3 - Excessive $6.78  $5.18  $5.81  $6.51  $7.49  $8.62  
18 Temporary Services $10.17  $5.18  $5.81  $6.51  $7.49  $8.62  
19        

20 Elevation Charge ($/hcf)       

21 Las Virgenes Valley $0.00  $0.00  $0.00  $0.00  $0.00  $0.00  
22 East/West $0.43  $0.62  $0.70  $0.79  $0.91  $1.05  

 
Table 1-7: Proposed Sanitation Rates Schedule shows the current and proposed sanitation rates for 
the next five years. 
 

Table 1-7: Proposed Sanitation Rates Schedule 

Line Proposed Sanitation Rates As of 
1/1/25 

Effective 
1/1/26 

Effective 
1/1/27 

Effective 
1/1/28 

Effective 
1/1/29 

Effective 
1/1/30 

1 Residential Monthly Service Charge       

2 Household Size       

3 1 $27.35  $30.59  $33.04  $35.69  $38.55  $40.48  
4 2 $45.76  $51.52  $55.65  $60.11  $64.92  $68.17  
5 3 $64.16  $72.46  $78.26  $84.53  $91.30  $95.87  
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6 4 $82.57  $93.39  $100.87  $108.94  $117.66  $123.55  
7 5 $100.95  $114.32  $123.47  $133.35  $144.02  $151.23  
8 6+ $119.37  $135.25  $146.07  $157.76  $170.39  $178.91  
9        

10 Commercial Account Charge       

11 Class 1 $8.94  $9.66  $10.44  $11.28  $12.19  $12.80  
12 Class 2 $8.94  $9.66  $10.44  $11.28  $12.19  $12.80  
13 Class 3 $8.94  $9.66  $10.44  $11.28  $12.19  $12.80  
14 Class 4 $8.94  $9.66  $10.44  $11.28  $12.19  $12.80  
15        

16 Commercial ERU Charge       

17 Class 1 $53.54  $61.58  $66.51  $71.84  $77.59  $81.47  
18 Class 2 $73.80  $82.21  $88.79  $95.90  $103.58  $108.76  
19 Class 3 $97.73  $106.37  $114.88  $124.08  $134.01  $140.72  
20 Class 4 $122.96  $130.53  $140.98  $152.26  $164.45  $172.68  
21        

22 Excess ERU Charge       

23 Class 1 $8.15  $9.31  $10.06  $10.87  $11.74  $12.33  
24 Class 2 $11.20  $12.42  $13.42  $14.50  $15.66  $16.45  
25 Class 3 $14.82  $16.07  $17.36  $18.75  $20.25  $21.27  
26 Class 4 $18.65  $19.72  $21.30  $23.01  $24.86  $26.11  
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2. POTABLE WATER FINANCIAL PLAN 
2.1 FINANCIAL PLAN METHODOLOGY 
The purpose of a financial plan is to project revenues, expenses, cash flows, reserve balances, and 
debt coverage over a multi-year period to assess financial sufficiency and performance and to 
determine the amount of required rate revenue. For this study, the planning period is from FY 2026 
through FY 2030; data for FY 2025 are shown when needed to represent actual or budgeted data 
inputs. The key steps in developing a financial plan for a potable water enterprise are below: 

 Revenue projections: Annual revenues from rates and other miscellaneous sources are 
projected over the planning period. Rate revenues are projected based on current rates to 
establish baseline revenues from which the need for additional rate increases can be 
evaluated. 

 Expense projections: Annual expenses are projected over the study period, including O&M 
expenses, debt service, and CIP costs. CIP funding options (grants, debt, etc.) are evaluated. 

 Financial policy evaluation: Key financial policies include debt coverage requirements and 
reserve targets. Debt coverage requirements are typically explicitly stated in official 
agreements on outstanding debt issuances. Reserve targets are typically set by an agency’s 
elected officials and may need to be periodically evaluated and updated. 

 Status quo financial plan projections: Cash flow, reserve balances, and debt coverage are 
projected over the study period in the absence of additional rate increases (this scenario is 
called the “status quo”). Projected reserve balances and debt coverage are then compared to 
the agency’s financial policy requirements and targets. The status quo financial plan provides 
a baseline to evaluate the need for rate increases. 

 Proposed financial plan projections: The magnitude and timing of annual proposed revenue 
increases over the study period are evaluated and determined based on the agency’s financial 
policies, financial performance, and policy objectives. Proposed rate increases (referred to as 
“revenue adjustments”) should generate sufficient revenue to recover the agency’s expenses, 
maintain adequate reserves, and meet all debt coverage requirements. The proposed financial 
plan determines the total annual rate revenue requirement over the study period.  

 

2.2 REVENUES 
CURRENT POTABLE WATER RATES 

The District’s current potable water rate structure includes a fixed monthly readiness to serve charge 
based on meter size, a tiered commodity charge based on water use tier and customer class per 
hundred cubic feet (hcf) of water usage, and an elevation charge based on elevation zone per hcf. 
 
Table 2-1 shows the current potable water rates effective 1/1/24 and 1/1/25 as well as the effective 
fiscal year FY 2025 and FY 2026 rates.  
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Table 2-1: Current Potable Water Rates 

Line Current Potable Rates As of 1/1/24 As of 1/1/25 Effective FY 
2025 Rates 

Effective FY 
2026 Rates 

1 Readiness to Serve Charge     

2 3/4" $41.53  $43.61  $42.57  $43.61  
3 3/4" x 1" $41.53  $43.61  $42.57  $43.61  
4 1" $67.32  $70.69  $69.01  $70.69  
5 1-1/2" $131.78  $138.37  $135.08  $138.37  
6 2" $209.15  $219.61  $214.38  $219.61  
7 3" $454.12  $476.83  $465.48  $476.83  
8 4" $815.12  $855.88  $835.50  $855.88  
9 6" $2,065.76  $2,169.05  $2,117.41  $2,169.05  

10 8" $3,612.94  $3,793.59  $3,703.27  $3,793.59  
11 10" $5,417.99  $5,688.89  $5,553.44  $5,688.89  
12 Temporary2 1.5x  1.5x  1.5x  1.0x  
13      

14 Commodity Charge ($/hcf)     

15 Residential Tier 1 - Indoor Efficient $4.06  $4.76  $4.41  $4.76  
16 Residential Tier 2 - Outdoor Efficient $4.95  $5.69  $5.32  $5.69  
17 Residential Tier 3 - Inefficient $5.75  $6.51  $6.13  $6.51  
18 Residential Tier 4 - Excessive $7.07  $7.92  $7.50  $7.92  
19 Temporary Services $10.71  $11.31  $11.01  $11.31  
20 Commercial Tier 1 - Efficient $4.67  $5.40  $5.04  $5.40  
21 Commercial Tier 2 - Inefficient $5.29  $6.05  $5.67  $6.05  
22 Commercial Tier 3 - Excessive $7.86  $8.75  $8.31  $8.75  
23 Irrigation Tier 1 - Efficient $4.95  $5.69  $5.32  $5.69  
24 Irrigation Tier 2 - Inefficient $5.73  $6.51  $6.12  $6.51  
25 Irrigation Tier 3 - Excessive $7.07  $7.92  $7.50  $7.92  
26      

27 Elevation Charge ($/hcf)3     

28 Zone 1 $0.00  $0.00  $0.00  $0.00  
29 Zone 2 $0.56  $0.59  $0.58  $0.59  
30 Zone 3 $1.29  $1.36  $1.33  $1.36  
31 Zone 4 $2.09  $2.20  $2.15  $2.20  

 
CUSTOMER ACCOUNTS AND USAGE 

This section details the customer accounts and water usage for all years of the study, which are 
referred to as the units of service. Units of service represent the quantity of billing units that are 
subject to the District’s water rates and charges. 
 

 
2 The readiness to serve charge for a temporary meter is 1.5 times the readiness to serve charges for a permanent meter 
3 The elevation charge for a temporary meter is 1.5 times the elevation charges for a permanent meter 
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Table 2-2 shows the projected number of meters for the study period. District staff provided actual 
data for FY 2024; this study assumes no growth in metered connections throughout the period. The 
number of metered connections by meter size is the unit of service for the District’s monthly 
readiness to serve charge. 
 

Table 2-2: Projected Customer Accounts by Meter Size 

Line Meter Size and Customer FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 All Other Customers       

2 3/4" 415  415  415  415  415  415  
3 3/4" x 1" 16,276  16,276  16,276  16,276  16,276  16,276  
4 1" 2,200  2,200  2,200  2,200  2,200  2,200  
5 1-1/2" 579  579  579  579  579  579  
6 2" 386  386  386  386  386  386  
7 3" 36  36  36  36  36  36  
8 4" 20  20  20  20  20  20  
9 6" 12  12  12  12  12  12  

10 8" 3  3  3  3  3  3  
11 10" 1  1  1  1  1  1  
12 Subtotal 19,928  19,928  19,928  19,928  19,928  19,928  
13        

14 Temporary       

15 3/4" 0  0  0  0  0  0  
16 3/4" x 1" 0  0  0  0  0  0  
17 1" 2  2  2  2  2  2  
18 1-1/2" 0  0  0  0  0  0  
19 2" 1  1  1  1  1  1  
20 3" 40  40  40  40  40  40  
21 4" 1  1  1  1  1  1  
22 6" 2  2  2  2  2  2  
23 8" 0  0  0  0  0  0  
24 10" 0  0  0  0  0  0  
25 Subtotal 46  46  46  46  46  46  
26        

27 Total  19,974  19,974  19,974  19,974  19,974  19,974  
 
Table 2-3 shows the water demand growth assumptions for the study period. WRE worked with 
District staff to determine the most appropriate estimates for annual water usage. Based on the 
District’s adopted FY 2025 budget, the District is projecting a 5.4% potable water usage increase in FY 
2025 compared to FY 2024. Consumption for FY 2026 through FY 2030 is assumed to be the same as 
FY 2025.  
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Table 2-3: Water Demand Growth Assumptions 

Line Potable Water Demand Growth FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 All Customers 5.4% 0.0% 0.0% 0.0% 0.0% 0.0% 

 
Table 2-4 shows the projected water usage for each year based on the water demand growth 
assumptions (Table 2-3). District staff provided actual water usage for FY 2024. 
 

Table 2-4: Projected Customer Water Usage (hcf) 

Line Projected Potable Water Usage (hcf) FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Residential       

2 Residential Tier 1 - Indoor Efficient 1,937,656  1,937,656  1,937,656  1,937,656  1,937,656  1,937,656  
3 Residential Tier 2 - Outdoor Efficient 2,478,281  2,478,281  2,478,281  2,478,281  2,478,281  2,478,281  
4 Residential Tier 3 - Inefficient 428,036  428,036  428,036  428,036  428,036  428,036  
5 Residential Tier 4 - Excessive 246,957  246,957  246,957  246,957  246,957  246,957  
6 Subtotal 5,090,930  5,090,930  5,090,930  5,090,930  5,090,930  5,090,930  
7        

8 Temporary Services 47,397  47,397  47,397  47,397  47,397  47,397  
9        

10 Commercial       

11 Commercial Tier 1 - Efficient 561,903  561,903  561,903  561,903  561,903  561,903  
12 Commercial Tier 2 - Inefficient 51,456  51,456  51,456  51,456  51,456  51,456  
13 Commercial Tier 3 - Excessive 34,977  34,977  34,977  34,977  34,977  34,977  
14 Subtotal 648,336  648,336  648,336  648,336  648,336  648,336  
15        

16 Irrigation       

17 Irrigation Tier 1 - Efficient 162,889  162,889  162,889  162,889  162,889  162,889  
18 Irrigation Tier 2 - Inefficient 14,956  14,956  14,956  14,956  14,956  14,956  
19 Irrigation Tier 3 - Excessive 16,765  16,765  16,765  16,765  16,765  16,765  
20 Subtotal 194,611  194,611  194,611  194,611  194,611  194,611  
21        

22 Elevation Zone       

23 Zone 1 3,411,761  3,411,761  3,411,761  3,411,761  3,411,761  3,411,761  
24 Zone 2 2,124,333  2,124,333  2,124,333  2,124,333  2,124,333  2,124,333  
25 Zone 3 328,062  328,062  328,062  328,062  328,062  328,062  
26 Zone 4 69,722  69,722  69,722  69,722  69,722  69,722  
27 Subtotal 5,933,877  5,933,877  5,933,877  5,933,877  5,933,877  5,933,877  
28        

29 Elevation Zone - Temporary       

30 Zone 1 9,626  9,626  9,626  9,626  9,626  9,626  
31 Zone 2 36,746  36,746  36,746  36,746  36,746  36,746  
32 Zone 3 372  372  372  372  372  372  
33 Zone 4 653  653  653  653  653  653  
34 Subtotal 47,397  47,397  47,397  47,397  47,397  47,397  
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REVENUES FROM CURRENT RATES 

Table 2-5 shows the calculated water rate revenues for the study period based on the current 
effective water rates and the projected units of service. The readiness to serve revenue for 
permanent accounts (Line 2) is calculated by multiplying the effective monthly readiness to serve 
charge (rates effective 1/1/24 and 1/1/25 as well as the effective fiscal year FY 2025 and FY 2026 
rates.  
 
Table 2-1) by the projected meter connections (Table 2-2, Lines 1-12) for a period of 12 months. The 
readiness to serve revenue for temporary accounts (Line 3) is calculated by multiplying the effective 
monthly readiness to serve charge (rates effective 1/1/24 and 1/1/25 as well as the effective fiscal 
year FY 2025 and FY 2026 rates.  
 
Table 2-1) by the projected temporary meter connections (Table 2-2, Lines 14-25), a temporary rate 
multiplier (rates effective 1/1/24 and 1/1/25 as well as the effective fiscal year FY 2025 and FY 2026 
rates.  
 
Table 2-1, Line 12) and an adjustment factor to match actual revenue collected since temporary 
meters are not active for the whole year. The total readiness to serve revenue (Line 1) represents the 
sum of permanent (Line 2) and temporary (Line 3) account readiness to serve revenues. The 
commodity revenue for each customer class (Lines 6-9) is calculated by multiplying the effective 
commodity charges for each customer class and tier (rates effective 1/1/24 and 1/1/25 as well as the 
effective fiscal year FY 2025 and FY 2026 rates.  
 
Table 2-1) by the projected water usage for each customer class and tier in each year (Table 2-4). The 
total commodity revenue (Line 5) represents the sum of residential (Line 6), commercial (Line 7), 
irrigation (Line 8), and temporary (Line 9) customer commodity revenues. The elevation zone revenue 
(Line 11) is calculated by multiplying the effective elevation zone charge (rates effective 1/1/24 and 
1/1/25 as well as the effective fiscal year FY 2025 and FY 2026 rates.  
 
Table 2-1) by the projected water usage for permanent accounts (Table 2-4, Lines 22-27) in each year. 
The elevation zone revenues (Line 11) also include elevation charge revenue for temporary accounts, 
calculated by multiplying the effective elevation zone charge (rates effective 1/1/24 and 1/1/25 as 
well as the effective fiscal year FY 2025 and FY 2026 rates.  
 
Table 2-1) by the projected water usage for temporary accounts (Table 2-4, Lines 29-34) in each year 
and temporary rate multiplier (rates effective 1/1/24 and 1/1/25 as well as the effective fiscal year FY 
2025 and FY 2026 rates.  
 
Table 2-1, Line 12).  
 

Table 2-5: Calculated Rate Revenues at Current Rates 

Line Calculated Rate Revenues FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
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1 Readiness to Serve 
Revenue $13,474,642  $13,803,697  $13,803,697  $13,803,697  $13,803,697  $13,803,697  

2 Permanent Accounts $13,186,142  $13,508,159  $13,508,159  $13,508,159  $13,508,159  $13,508,159  
3 Temporary Accounts $288,500  $295,538  $295,538  $295,538  $295,538  $295,538  
4        

5 Commodity Revenue $31,221,348  $33,411,761  $33,411,761  $33,411,761  $33,411,761  $33,411,761  
6 Residential $26,204,322  $28,067,076  $28,067,076  $28,067,076  $28,067,076  $28,067,076  
7 Commercial $3,411,424  $3,651,637  $3,651,637  $3,651,637  $3,651,637  $3,651,637  
8 Irrigation $1,083,758  $1,156,985  $1,156,985  $1,156,985  $1,156,985  $1,156,985  
9 Temporary $521,845  $536,064  $536,064  $536,064  $536,064  $536,064  

10        

11 Elevation Zone Revenue $1,840,262  $1,888,344  $1,888,344  $1,888,344  $1,888,344  $1,888,344  
12        

13 Total Rate Revenue $46,536,252  $49,103,803  $49,103,803  $49,103,803  $49,103,803  $49,103,803  
 
 
REVENUE SUMMARY 

Table 2-6 shows the summary of projected revenue needs for the study period. District staff provided 
the budgeted revenues for FY 2025 and FY 2026; all other years are projected based on the relevant 
assumptions or calculations. Water sales (Line 2) are from Table 2-5 (Line 13). Miscellaneous revenue 
(Lines 3, 4, 5, 7, 8, 11, 12, 14, 15, 16, 17, and 18) are calculated based on a 2% escalation rate. PW 
Supplement to RW is based on recycled water supply expenses from Table 5-8 (Line 2). Interest 
Income (Line 13) is calculated based on ending fund balances and a 2% interest rate for FY 2027 
through FY 2030. All other revenues are one-time, non-recurring expenses (Lines 19 and 21) or non-
inflated (Line 20).  
 

Table 2-6: Revenue Summary 

Line Revenue Summary FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Operating Revenue $48,309,252  $50,941,803  $51,028,063  $51,119,513  $51,216,499  $51,319,393  
2 Water Sales                    $46,536,252  $49,103,803  $49,103,803  $49,103,803  $49,103,803  $49,103,803  
3 Temp Meter Install Fees        $5,000  $5,000  $5,100  $5,202  $5,306  $5,412  
4 2% Late Fees                   $225,000  $225,000  $229,500  $234,090  $238,772  $243,547  
5 Wtr Usage-Accidents            $30,000  $30,000  $30,600  $31,212  $31,836  $32,473  
6 PW Supplement to RW            $975,000  $990,000  $1,059,300  $1,133,451  $1,212,793  $1,297,688  
7 MWD Conserv Credit             $88,000  $88,000  $89,760  $91,555  $93,386  $95,254  
8 Other Income from Ops          $450,000  $500,000  $510,000  $520,200  $530,604  $541,216  
9        

10 Non-Operating Revenue $7,423,057  $3,950,059  $4,199,852  $4,254,777  $4,341,780  $4,462,997  

11 Property Taxes And 
Assessments $918,000  $918,000  $936,360  $955,087  $974,189  $993,673  

12 Property Taxes-Suppl Roll      $5,000  $5,000  $5,100  $5,202  $5,306  $5,412  
13 Int On Investments & Savings   $656,998  $656,998  $806,554  $805,748  $835,907  $899,142  
14 Misc Income-Other Than Ops     $75,000  $75,000  $76,500  $78,030  $79,591  $81,182  
15 Rental Income                  $100,000  $105,000  $107,100  $109,242  $111,427  $113,655  
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16 Standby Charge Revenue         $512,000  $512,000  $522,240  $532,685  $543,338  $554,205  
17 Rental Charge Rev-Fac Repl     $553,364  $553,364  $564,431  $575,720  $587,234  $598,979  
18 Rental Charge Rev-Vehicle      $424,873  $563,510  $574,780  $586,276  $598,001  $609,961  
19 Grant Income                   $3,803,697  $0  $0  $0  $0  $0  
20 Contrib Rev-Conn Fees          $404,525  $606,787  $606,787  $606,787  $606,787  $606,787  
21 Contrib in Aid of Meter Inst   ($30,400) ($45,600) $0  $0  $0  $0  
22        

23 TOTAL REVENUES $55,732,309  $54,891,862  $55,227,915  $55,374,290  $55,558,280  $55,782,390  
 

2.3 OPERATING EXPENSES 
WRE worked with District staff to determine the most appropriate escalation factors for various 
operating expense categories in the District’s budget. Table 2-7 shows the expense escalation factors 
used to inflate O&M expenses in FY 2026 through FY 2030. 
 
 

Table 2-7: Expense Escalation Factors 

Line Expense Escalation Factors FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 General 4.0% 4.0% 4.0% 4.0% 4.0% 
2 Salaries 5.0% 5.0% 5.0% 5.0% 5.0% 
3 Benefits 8.0% 8.0% 8.0% 8.0% 8.0% 
4 Chemicals 5.0% 5.0% 5.0% 5.0% 5.0% 
5 Energy/Utilities 10.0% 10.0% 10.0% 10.0% 10.0% 
6 Capital 4.0% 4.0% 4.0% 4.0% 4.0% 
7 Water Supply 7.0% 7.0% 7.0% 7.0% 7.0% 
8 Non-Inflated/Passthrough 0.0% 0.0% 0.0% 0.0% 0.0% 

 
Water purchase costs are a major expense incurred by the District, representing approximately 52% 
of the total annual O&M expenses through the study period. Table 2-8 shows the purchased water 
expenses projection for FY 2025 through FY 2030. Metropolitan Water District (MWD) rates are on a 
calendar year basis. The rates shown in Line 4 through Line 16 are recalculated on a fiscal year basis, 
considering the water usage split for July through December (Line 1) and January through June (Line 
2). The effective full service treated volumetric cost for Tier 1 (Line 12) represents the sum of the 
effective supply rates (Lines 4-7) and effective treatment surcharge (Line 9). 
 
The total MWD fixed costs (Line 18) are calculated by adding the effective fiscal year LVMWD RTS 
charge (Line 14 and Line 19) and LVMWD capacity charge (Line 16 and 20). The total MWD variable 
costs (Line 22) are calculated by multiplying the total MWD purchases in AF (Line 23) by the full 
service treated volumetric cost for Tier 1 (Line 12). There is an annual limit (Line 24) for the amount 
of water that can be purchased from MWD in AF; however, the District is projecting to stay under this 
limit through the study period.  
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Table 2-8: Purchased Water Expenses Calculation 

Line Imported Water Cost 
Calculation FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 

1 July Through December Usage 
Split 60% 60% 60% 60% 60% 60% 

2 January through June Usage Split 40% 40% 40% 40% 40% 40% 
3        

4 Supply Rate       

5 Tier 1 Supply Rate $315  $299  $313  $313  $313  $313  
6 System Access Rate $419  $475  $492  $492  $492  $492  
7 System Power Rate $173  $167  $179  $179  $179  $179  
8        

9 Treatment Surcharge $405  $507  $544  $544  $544  $544  
10        

11 Full Service Treated Volumetric 
Cost 

      

12 Tier 1 $1,312  $1,448  $1,528  $1,528  $1,528  $1,528  
13        

14 LVMWD RTS $2,562,520  $2,870,022  $2,870,022  $2,870,022  $2,870,022  $2,870,022  
15        

16 LVMWD Capacity Charge $557,700  $622,050  $622,050  $622,050  $622,050  $622,050  
17        

18 MWD Fixed Costs $3,120,220  $3,492,072  $3,492,072  $3,492,072  $3,492,072  $3,492,072  
19 LVMWD RTS $2,562,520  $2,870,022  $2,870,022  $2,870,022  $2,870,022  $2,870,022  
20 LVMWD Capacity Charge $557,700  $622,050  $622,050  $622,050  $622,050  $622,050  
21        

22 Variable Costs $18,589,989  $20,446,441  $21,573,099  $21,573,099  $19,307,686  $19,307,686  
23 Total MWD Purchase 14,174  14,119  14,119  14,119  12,636  12,636  
24 Tier 1 Annual Limit 24,359  24,359  24,359  24,359  24,359  24,359  
25        

26        

27 Total MWD Costs $21,710,209  $23,938,513  $25,065,171  $25,065,171  $22,799,758  $22,799,758  
 
The PWP (Pure Water Project) is expected to become operational in FY 2029 and will provide a new 
source of potable water supply for the District. Table 2-9 shows the total PWP O&M costs (Line 3), 
calculated by subtracting associated credits from MWD (Line 2) from projected O&M costs (Line 1) 
provided by District staff. The projected water production from the PWP in AF was provided by 
District staff in Line 5. 
 

Table 2-9: Pure Water Project (PWP) Operating Costs 

Line Pure Water O&M FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Operating Expenses $0  $0  $0  $0  $3,001,621  $3,092,706  
2 MWD LRP Credit $0  $0  $0  $0  ($251,254) ($251,254) 
3 Total Pure Water Costs $0  $0  $0  $0  $2,750,368  $2,841,453  
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4        
5 Projected Water Production (AF) 0  0  0  0  1,483  1,483  
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Table 2-10: Operating Expenses 
Line Operating Expenses FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 

1 Purchased Water MWD            $21,180,858  $24,038,476  $25,065,171  $25,065,171  $22,799,758  $22,799,758  
2 Draw From Reservoir            $450,000  $475,000  $0  $0  $0  $0  
3 Purch Water-Ventura County     $263,377  $265,816  $284,423  $304,333  $325,636  $348,431  
4 Purch Water-Simi Dist#8        $52,326  $52,811  $56,508  $60,463  $64,696  $69,224  
5 Labor                          $2,306,088  $2,355,761  $2,473,549  $2,597,227  $2,727,088  $2,863,442  
6 Energy                         $1,002,217  $1,052,228  $1,157,451  $1,273,196  $1,400,515  $1,540,567  
7 Telephone                      $49,943  $49,943  $51,941  $54,018  $56,179  $58,426  
8 Gas                            $20,900  $20,900  $22,990  $25,289  $27,818  $30,600  
9 Water                          $7,090  $7,444  $8,188  $9,007  $9,908  $10,899  

10 Supplies/Material              $497,000  $497,000  $516,880  $537,555  $559,057  $581,420  
11 Septums                        $50,000  $50,000  $52,000  $54,080  $56,243  $58,493  
12 Outside Services               $2,654,082  $1,905,695  $1,981,923  $2,061,200  $2,143,648  $2,229,394  
13 Permits and Fees               $183,000  $183,000  $190,320  $197,933  $205,850  $214,084  
14 Building Maintenance           $75,000  $75,000  $78,000  $81,120  $84,365  $87,739  
15 SCADA Services                 $45,000  $45,000  $46,800  $48,672  $50,619  $52,644  
16 Laboratory Services            $71,947  $74,143  $77,109  $80,193  $83,401  $86,737  
17 Other Laboratory Serv          $9,300  $10,000  $10,400  $10,816  $11,249  $11,699  
18 Genl Supplies/Small Tools      $30,000  $30,000  $31,200  $32,448  $33,746  $35,096  
19 Rental Charges-Fac Repl        $204,554  $204,554  $212,736  $221,246  $230,095  $239,299  
20 School Education Programs      $124,000  $124,000  $128,960  $134,118  $139,483  $145,062  
21 Public Education Programs      $934  $962  $1,000  $1,040  $1,082  $1,125  
22 Community Group Outreach       $2,000  $2,000  $2,080  $2,163  $2,250  $2,340  
23 Rain Barrel Program            $10,000  $10,000  $10,400  $10,816  $11,249  $11,699  
24 Landscape                      $444,000  $444,000  $461,760  $480,230  $499,440  $519,417  
25 Res. ET Irrigation Controller  $250,000  $250,000  $260,000  $270,400  $281,216  $292,465  
26 Residential Cust Training      $10,000  $10,000  $10,400  $10,816  $11,249  $11,699  
27 Back Flow Protection           $322,173  $365,424  $380,041  $395,243  $411,052  $427,494  
28 Standby Chg-Outside Svc        $12,500  $12,500  $13,000  $13,520  $14,061  $14,623  
29 Property Insurance             $231,838  $255,022  $265,223  $275,832  $286,865  $298,340  
30 Earthquake Insurance           $125,759  $138,335  $143,868  $149,623  $155,608  $161,832  
31 Allocated Laboratory Exp       $353,629  $366,961  $381,639  $396,905  $412,781  $429,292  
32 Allocated Building Maint Exp   $90,181  $90,999  $94,639  $98,425  $102,361  $106,456  
33 Allocated Legal Cost           $75,000  $75,000  $78,000  $81,120  $84,365  $87,739  
34 Allocated Support Services     $2,729,428  $2,577,369  $2,680,464  $2,787,682  $2,899,190  $3,015,157  
35 Allocated Operating Services   $7,428,351  $8,354,589  $8,688,773  $9,036,323  $9,397,776  $9,773,687  
36        

37 Total Operating Expense $41,362,475  $44,469,932  $45,917,836  $46,858,223  $45,579,898  $46,616,379  
 
 shows the projected O&M expenses for the study period. District staff provided the budgeted O&M 
expenses for FY 2025 and FY 2026. The budgeted values are escalated each year based on the 
escalation factors in Table 2-7. As shown, most of the District’s O&M expenses are fixed, meaning 
that the costs do not fluctuate based on the amount of water sold. The only true variable expenses 
include the costs of water purchased from MWD (Line 1), draw from reservoir (Line 2), other 
supplemental water purchases (Lines 3 and 4), and energy costs (Line 6). Purchased water expenses 
(Lines 1, 3, and 4) represent a significant portion of O&M expenses, representing on average 53% 
throughout the study period.  
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Table 2-10: Operating Expenses 

Line Operating Expenses FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Purchased Water MWD            $21,180,858  $24,038,476  $25,065,171  $25,065,171  $22,799,758  $22,799,758  
2 Draw From Reservoir            $450,000  $475,000  $0  $0  $0  $0  
3 Purch Water-Ventura County     $263,377  $265,816  $284,423  $304,333  $325,636  $348,431  
4 Purch Water-Simi Dist#8        $52,326  $52,811  $56,508  $60,463  $64,696  $69,224  
5 Labor                          $2,306,088  $2,355,761  $2,473,549  $2,597,227  $2,727,088  $2,863,442  
6 Energy                         $1,002,217  $1,052,228  $1,157,451  $1,273,196  $1,400,515  $1,540,567  
7 Telephone                      $49,943  $49,943  $51,941  $54,018  $56,179  $58,426  
8 Gas                            $20,900  $20,900  $22,990  $25,289  $27,818  $30,600  
9 Water                          $7,090  $7,444  $8,188  $9,007  $9,908  $10,899  

10 Supplies/Material              $497,000  $497,000  $516,880  $537,555  $559,057  $581,420  
11 Septums                        $50,000  $50,000  $52,000  $54,080  $56,243  $58,493  
12 Outside Services               $2,654,082  $1,905,695  $1,981,923  $2,061,200  $2,143,648  $2,229,394  
13 Permits and Fees               $183,000  $183,000  $190,320  $197,933  $205,850  $214,084  
14 Building Maintenance           $75,000  $75,000  $78,000  $81,120  $84,365  $87,739  
15 SCADA Services                 $45,000  $45,000  $46,800  $48,672  $50,619  $52,644  
16 Laboratory Services            $71,947  $74,143  $77,109  $80,193  $83,401  $86,737  
17 Other Laboratory Serv          $9,300  $10,000  $10,400  $10,816  $11,249  $11,699  
18 Genl Supplies/Small Tools      $30,000  $30,000  $31,200  $32,448  $33,746  $35,096  
19 Rental Charges-Fac Repl        $204,554  $204,554  $212,736  $221,246  $230,095  $239,299  
20 School Education Programs      $124,000  $124,000  $128,960  $134,118  $139,483  $145,062  
21 Public Education Programs      $934  $962  $1,000  $1,040  $1,082  $1,125  
22 Community Group Outreach       $2,000  $2,000  $2,080  $2,163  $2,250  $2,340  
23 Rain Barrel Program            $10,000  $10,000  $10,400  $10,816  $11,249  $11,699  
24 Landscape                      $444,000  $444,000  $461,760  $480,230  $499,440  $519,417  
25 Res. ET Irrigation Controller  $250,000  $250,000  $260,000  $270,400  $281,216  $292,465  
26 Residential Cust Training      $10,000  $10,000  $10,400  $10,816  $11,249  $11,699  
27 Back Flow Protection           $322,173  $365,424  $380,041  $395,243  $411,052  $427,494  
28 Standby Chg-Outside Svc        $12,500  $12,500  $13,000  $13,520  $14,061  $14,623  
29 Property Insurance             $231,838  $255,022  $265,223  $275,832  $286,865  $298,340  
30 Earthquake Insurance           $125,759  $138,335  $143,868  $149,623  $155,608  $161,832  
31 Allocated Laboratory Exp       $353,629  $366,961  $381,639  $396,905  $412,781  $429,292  
32 Allocated Building Maint Exp   $90,181  $90,999  $94,639  $98,425  $102,361  $106,456  
33 Allocated Legal Cost           $75,000  $75,000  $78,000  $81,120  $84,365  $87,739  
34 Allocated Support Services     $2,729,428  $2,577,369  $2,680,464  $2,787,682  $2,899,190  $3,015,157  
35 Allocated Operating Services   $7,428,351  $8,354,589  $8,688,773  $9,036,323  $9,397,776  $9,773,687  
36        

37 Total Operating Expense $41,362,475  $44,469,932  $45,917,836  $46,858,223  $45,579,898  $46,616,379  
 

2.4 DEBT SERVICE 
Table 2-11 shows the District’s existing annual debt service for the study period as well as the portion 
of PWP debt service the potable water enterprise is responsible for, provided by District staff. 
 

Table 2-11: Existing Debt Service 

Line Debt Service FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Potable Water AMI Debt Service $1,123,465  $1,124,575  $1,124,295  $1,128,576  $1,127,419  $1,125,871  
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2 Pure Water Debt Service $0  $46,939  $242,519  $610,561  $863,460  $988,693  
3 Total Debt Service $1,123,465  $1,171,514  $1,366,814  $1,739,137  $1,990,879  $2,114,564  

 

2.5 CAPITAL IMPROVEMENT PLAN 
CAPITAL IMPROVEMENT PROJECTS 

The District provided a 10-year CIP plan, the relevant six years costs are shown in Table 2-12. The 
total 6-year CIP cost is $88 million.  
 

Table 2-12: Capital Improvement Projects 

Line Capital Improvement Projects 
Project 

No. FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 

1 PW Construction        
2 Twin Lakes Pump Station Pipeline Project 1 10430 $833,772  $0  $0  $0  $0  $0  
3 Interconnection With CMWD 10556 $402,109  $0  $0  $0  $0  $0  
4 District 29 Interconnection Malibu Canyon Rd 10827 $0  $200,000  $0  $0  $0  $0  
5 Alternative Water Supply Development 10853 $0  $100,000  $0  $0  $0  $0  
6 EV Infrastructure Planning 202502 $0  $20,000  $2,525,000  $2,500,000  $0  $0  
7 PW Construction Total  $1,235,881  $320,000  $2,525,000  $2,500,000  $0  $0  
8         
9 PW Replacement        

10 Twin Lakes Pump Station Pipeline Project 1 10430 $1,419,666  $0  $0  $0  $0  $0  
11 SCADA System Communication Upgrades (LV Only) 10521 $768,089  $1,588,000  $1,588,000  $314,000  $76,400  $116,000  
12 Interconnection With CMWD 10556 $1,608,435  $0  $0  $0  $0  $0  
13 Tank Renovation: Equestrian Tank 10651 $0  $0  $0  $100,000  $660,000  $264,000  
14 Cornell Pump Station Upgrades 10655 $6,585,430  $330,000  $0  $0  $0  $0  
15 Potable Water System PLC Upgrade Phase 1 10662 $0  $364,000  $232,000  $71,000  $66,000  $0  
16 Stationary Emergency Generator - PW Pump Station 10672 $0  $0  $0  $0  $0  $0  
17 Pressure Reducing Station #32 (Old Chimney) Rehabilitation 10675 $369,252  $279,000  $0  $0  $0  $0  
18 Building No. 8 Office Space Rehabilitation 10694 $150,000  $660,000  $1,110,000  $0  $0  $0  
19 Electronic Document Management System 10701 $0  $300,000  $200,000  $100,000  $100,000  $100,000  
20 Pressure Regulating Station Rehabilitation #55 (Hindu Temple) 10705 $130,782  $66,000  $0  $0  $0  $0  
21 Three Inch (3") & Larger Meter Replacement 10718 $400,000  $0  $0  $0  $0  $0  
22 Meter Vault Upgrades 10719 $356,400  $300,000  $300,000  $300,000  $300,000  $300,000  
23 Multi Site Security Assessment and Improvement - LV Only 10723 $300,000  $666,000  $330,000  $348,000  $0  $0  
24 Wildlife Corridor Utility Relocation 10725 $543,796  $0  $0  $0  $0  $0  
25 Stunt Road Pump Station Improvements 10727 $0  $735,000  $0  $0  $0  $0  

26 
Potable Water System Pipe Rehabilitation and Replacement 
Program 

10728 $401,845  $0  $0  $0  $0  $0  

27 CIS Mobile Capability 10733 $0  $225,000  $0  $0  $0  $0  

28 
Pressure Regulating Station Valve Replacements (Multiple 
Stations) 10734 $155,760  $161,040  $166,320  $171,600  $178,200  $184,800  

29 Emergency Pipeline Construction Repair and Replacement 10736 $0  $396,000  $396,000  $396,000  $396,000  $396,000  
30 Water Tank Rehab. - Jed Smith/McCoy 10757 $2,412,108  $3,330,000  $0  $0  $0  $0  
31 Dump Truck Replacement 10761 $226,068  $0  $0  $0  $0  $0  
32 Building No. 1 Improvements 10771 $643,204  $0  $0  $0  $0  $0  
33 Cla-Val Repair Truck 10773 $76,558  $0  $0  $0  $0  $0  
34 Customer Service Security Improvements 10775 $200,040  $0  $0  $0  $0  $0  
35 Skidsteer 10776 $225,000  $0  $0  $0  $0  $0  
36 Upgrade Wireless Communications Backhaul System 10777 $1,240,000  $1,500,000  $550,000  $300,000  $300,000  $150,000  
37 Distribution Pump Overhauls 10778 $0  $100,000  $100,000  $100,000  $100,000  $100,000  
38 Westlake Reservoir Water Quality Equipment 10779 $0  $0  $1,750,000  $1,750,000  $0  $0  
39 LV2 Drives 10781 $517,345  $0  $0  $0  $0  $0  
40 IT Capital Purchases 10783 $150,000  $80,000  $83,000  $86,000  $89,000  $92,000  
41 PW System Small Valve Replacement 10784 $175,000  $198,000  $198,000  $198,000  $198,000  $198,000  
42 Potable Water System Rehabilitation 10785 $300,000  $0  $1,500,000  $1,500,000  $4,500,000  $4,500,000  
43 Pressure Vessel Maintenance Program 10786 $100,000  $100,000  $100,000  $100,000  $100,000  $100,000  
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44 Fire Hardening - LWMWD Facilities 10787 $204,600  $219,120  $227,040  $234,960  $242,880  $250,800  
45 Potable System Coatings Program 10788 $104,280  $108,240  $112,200  $116,160  $120,120  $124,080  
46 Cathodic Protection Program 10789 $99,000  $99,000  $0  $0  $0  $0  
47 Woolsey Fire Landscape Restoration 10790 $132,000  $0  $0  $0  $0  $0  
48 Vehicle Replacement Program 10792 $300,000  $600,000  $600,000  $600,000  $600,000  $600,000  
49 Analyzers on District Tanks 10814 $66,000  $0  $0  $0  $0  $0  
50 Mixing Systems for Distribution Tanks 10815 $132,000  $0  $0  $0  $0  $0  
51 Chlorination Trailer / Skid Package 10816 $303,600  $0  $0  $0  $0  $0  
52 Westlake Top of Dam Road Repair 10817 $47,736  $0  $0  $0  $0  $0  
53 PW Main Relocation Lindero/Agoura 10819 $1,373,709  $660,000  $660,000  $0  $0  $0  
54 Potable Water Tank Rehabilitation 10821 $200,000  $0  $0  $1,887,864  $1,564,198  $1,752,913  
55 Westlake Treatment Plant Paving/Repair 10822 $165,000  $0  $0  $0  $0  $0  
56 Building 7 Balcony Floor Replacement 10823 $0  $25,000  $198,000  $0  $0  $0  
57 HQ Fire Alarm Replacement 10824 $10,000  $150,000  $0  $0  $0  $0  
58 CIS Upgrade 10825 $0  $700,000  $50,000  $50,000  $0  $0  
59 Asset Inventory and Management Platform 10826 $0  $300,000  $600,000  $100,000  $0  $0  
60 District 29 Interconnection Malibu Canyon Rd 10827 $100,000  $0  $0  $0  $0  $0  
61 Alternative Water Supply Development 10853 $100,000  $0  $0  $0  $0  $0  
62 Conduit Pump Station Settling Repairs 10828 $300,000  $0  $0  $0  $0  $0  
63 Cold Canyon Surge Tank 10829 $204,000  $0  $0  $0  $0  $0  
64 Westlake Raw Water Reservoir Cover 10830 $396,000  $0  $0  $0  $0  $0  
65 Westlake Torchwood Tank Analyzer Repairs 10831 $150,000  $0  $0  $0  $0  $0  
66 Westlake Torchwood Tank Slope Repairs 10832 $0  $200,000  $0  $0  $0  $0  
67 PW Treatment Reliability 10833 $100,000  $100,000  $100,000  $100,000  $100,000  $100,000  
68 Distribution Reliability 10834 $100,000  $100,000  $100,000  $100,000  $100,000  $100,000  
69 JBR PS Surge Tank Removal and VFD Upgrade 10835 $150,000  $0  $0  $0  $0  $0  
70 Westlake Pump Station Painting Project 201943 $79,200  $0  $0  $0  $0  $0  
71 HQ Lunch room renovation 202501 $0  $0  $0  $135,000  $0  $0  
72  Repair Skylights and Replace Shop Insullation 202503 $0  $0  $0  $0  $80,000  $0  
73 Laboratory Information Management System (LIMS) 202504 $0  $0  $100,000  $500,000  $100,000  $0  
74 HQ Campus Site repairs 202505 $0  $50,000  $132,000  $132,000  $132,000  $132,000  
75 Geographic Information Systems Improvements 202506 $0  $0  $100,000  $200,000  $0  $0  
76 Automatic Actuators for Torchwood Tank Inlet 202513 $0  $200,000  $0  $0  $0  $0  
77 Forklift (Westlake) 202515 $0  $70,000  $0  $0  $0  $0  
78 Raw Water Reservoir Cover 202517 $0  $0  $0  $1,000,000  $0  $0  
79 PW Replacement Total  $24,271,903  $14,959,400  $11,582,560  $10,990,584  $10,102,798  $9,560,593  
80         
81 Total Infrastructure Improvement Program  $25,507,784  $15,279,400  $14,107,560  $13,490,584  $10,102,798  $9,560,593  

 
CAPITAL FINANCING PLAN 

Table 2-13 shows the capital financing plan. The capital execution rate, which adjusts the total CIP for 
a realistic annual expenditure based on historical capital spend, for each year (Line 2) is multiplied by 
the total infrastructure improvement program costs (Table 2-12, Line 81) to arrive at the executed 
infrastructure improvement program costs (Line 3). The executed infrastructure program costs (Line 
3) are smoothed out over the study period (Line 7) to avoid large variations in capital costs from year 
to year. Capital construction project costs (Line 8) will be funded through connection fees and 
restricted construction fund reserves. Capital replacement project costs will be funded through a 
combination of grants and rates or reserves. Unfunded CIP (Line 15) represents the difference 
between total infrastructure improvement program costs (Table 2-12, Line 81) and total smoothed 
out infrastructure improvement costs (Line 7). The rate funded CIP for the potable water portion of 
PWP capital costs is also shown below based on staff input (Line 19).  
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Table 2-13: Capital Financing Plan 

Line Capital Financing Plan FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Capital Execution Rate 40% 100% 100% 100% 100% 100% 
2        

3 
Total Infrastructure Improvement 
Program - Executed 

$10,203,114  $15,279,400  $14,107,560  $13,490,584  $10,102,798  $9,560,593  

4 PW Construction Total $494,352  $320,000  $2,525,000  $2,500,000  $0  $0  
5 PW Replacement Total $9,708,761  $14,959,400  $11,582,560  $10,990,584  $10,102,798  $9,560,593  
6        

7 Capital Execution Rate - Smoothed Out $10,203,114  $11,245,355  $13,450,355  $13,425,355  $10,925,355  $10,925,355  
8 PW Construction Total $494,352  $320,000  $2,525,000  $2,500,000  $0  $0  
9 PW Replacement Total $9,708,761  $10,925,355  $10,925,355  $10,925,355  $10,925,355  $10,925,355  

10        

11 Capital Financing Plan - PW Replacement       

12 Debt Funded CIP $0  $0  $0  $0  $0  $0  
13 Grant Funded CIP $3,803,697  $0  $0  $0  $0  $0  
14 Rate Funded CIP $5,905,064  $10,925,355  $10,925,355  $10,925,355  $10,925,355  $10,925,355  
15 Unfunded CIP $15,304,670  $4,034,045  $657,205  $65,229  ($822,557) ($1,364,762) 

16 
Total - Capital Financing Plan - PW 
Replacement 

$25,013,432  $14,959,400  $11,582,560  $10,990,584  $10,102,798  $9,560,593  

17        

18 Capital Financing Plan - Pure Water Project Portion     

19 Rate Funded CIP $7,000,000  $8,000,000  $0  $0  $0  $0  
 

2.6 FINANCIAL POLICIES 
RESERVE POLICY 

The District’s current reserve policy maintains cash on hand to meet short-term cash imbalances and 
executed CIP projects. 
 
The District currently has an adopted reserve policy that consists of the following components: 

 Operating Fund Target: 25% of annual O&M expenses 
 Capital Replacement Target: 3 years of annual depreciation  

 
The reserve target for the study period ranges from approximately $24.0 to $26.3 million in the 
District’s reserve funds. 
 
DEBT COVERAGE REQUIREMENT 

The District is currently working on closing a State Revolving Fund loan for its Pure Water Las 
Virgenes-Triunfo project. That loan’s debt coverage requirement is 120% of the 5-year maximum 
annual debt service (MADS) for PWP debt service and 120% of annual debt service for other existing 
debt. To meet coverage requirements for PWP debt service, net revenues (revenues less operating 
expenses) must be 120% or more of maximum annual debt service within the next 5-year period, 
including both existing and PWP debt service. To meet coverage requirements for other existing debt 
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service, net revenues (revenues less operating expenses) must be 120% or more of annual debt 
service, including both existing and PWP debt service. However, the Board’s adopted policy principle 
targets  a debt coverage requirement of 150%. A higher coverage ratio would typically result in higher 
credit rating and lower interest rates. The District’s ability to meet debt coverage requirements for 
PWP and other existing debt service will be determined based on the combined financial 
performance of all three utilities in the sanitation financial plan section (Table 8-13 and Table 8-18).  
 

2.7 STATUS QUO FINANCIAL PLAN 
STATUS QUO CASH FLOW PROJECTIONS 

Table 2-14 shows the cash flow projections for the no revenue adjustment financial plan. Revenues4 
(Lines 1-8) are from Table 2-6. Miscellaneous revenues include all operating revenue except for 
Water Sales (Rate Revenues at Existing Rates). All other revenues include all non-operating revenues 
except for Int On Investments & Savings (Interest Income) and Contrib Rev- Conn Fees (Connection 
Fees). Potable operating expenses (Lines 11-12) are from 

 
4 Interest income (Line 7) is different in the status quo financial plan scenario because it is based on projected fund 
balances. The status quo scenario results in lower fund balances; therefore, the District has less interest income. Table 2-6 
shows the interest income for the proposed financial plan scenario. 
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Table 2-10: Operating Expenses 
Line Operating Expenses FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 

1 Purchased Water MWD            $21,180,858  $24,038,476  $25,065,171  $25,065,171  $22,799,758  $22,799,758  
2 Draw From Reservoir            $450,000  $475,000  $0  $0  $0  $0  
3 Purch Water-Ventura County     $263,377  $265,816  $284,423  $304,333  $325,636  $348,431  
4 Purch Water-Simi Dist#8        $52,326  $52,811  $56,508  $60,463  $64,696  $69,224  
5 Labor                          $2,306,088  $2,355,761  $2,473,549  $2,597,227  $2,727,088  $2,863,442  
6 Energy                         $1,002,217  $1,052,228  $1,157,451  $1,273,196  $1,400,515  $1,540,567  
7 Telephone                      $49,943  $49,943  $51,941  $54,018  $56,179  $58,426  
8 Gas                            $20,900  $20,900  $22,990  $25,289  $27,818  $30,600  
9 Water                          $7,090  $7,444  $8,188  $9,007  $9,908  $10,899  

10 Supplies/Material              $497,000  $497,000  $516,880  $537,555  $559,057  $581,420  
11 Septums                        $50,000  $50,000  $52,000  $54,080  $56,243  $58,493  
12 Outside Services               $2,654,082  $1,905,695  $1,981,923  $2,061,200  $2,143,648  $2,229,394  
13 Permits and Fees               $183,000  $183,000  $190,320  $197,933  $205,850  $214,084  
14 Building Maintenance           $75,000  $75,000  $78,000  $81,120  $84,365  $87,739  
15 SCADA Services                 $45,000  $45,000  $46,800  $48,672  $50,619  $52,644  
16 Laboratory Services            $71,947  $74,143  $77,109  $80,193  $83,401  $86,737  
17 Other Laboratory Serv          $9,300  $10,000  $10,400  $10,816  $11,249  $11,699  
18 Genl Supplies/Small Tools      $30,000  $30,000  $31,200  $32,448  $33,746  $35,096  
19 Rental Charges-Fac Repl        $204,554  $204,554  $212,736  $221,246  $230,095  $239,299  
20 School Education Programs      $124,000  $124,000  $128,960  $134,118  $139,483  $145,062  
21 Public Education Programs      $934  $962  $1,000  $1,040  $1,082  $1,125  
22 Community Group Outreach       $2,000  $2,000  $2,080  $2,163  $2,250  $2,340  
23 Rain Barrel Program            $10,000  $10,000  $10,400  $10,816  $11,249  $11,699  
24 Landscape                      $444,000  $444,000  $461,760  $480,230  $499,440  $519,417  
25 Res. ET Irrigation Controller  $250,000  $250,000  $260,000  $270,400  $281,216  $292,465  
26 Residential Cust Training      $10,000  $10,000  $10,400  $10,816  $11,249  $11,699  
27 Back Flow Protection           $322,173  $365,424  $380,041  $395,243  $411,052  $427,494  
28 Standby Chg-Outside Svc        $12,500  $12,500  $13,000  $13,520  $14,061  $14,623  
29 Property Insurance             $231,838  $255,022  $265,223  $275,832  $286,865  $298,340  
30 Earthquake Insurance           $125,759  $138,335  $143,868  $149,623  $155,608  $161,832  
31 Allocated Laboratory Exp       $353,629  $366,961  $381,639  $396,905  $412,781  $429,292  
32 Allocated Building Maint Exp   $90,181  $90,999  $94,639  $98,425  $102,361  $106,456  
33 Allocated Legal Cost           $75,000  $75,000  $78,000  $81,120  $84,365  $87,739  
34 Allocated Support Services     $2,729,428  $2,577,369  $2,680,464  $2,787,682  $2,899,190  $3,015,157  
35 Allocated Operating Services   $7,428,351  $8,354,589  $8,688,773  $9,036,323  $9,397,776  $9,773,687  
36        

37 Total Operating Expense $41,362,475  $44,469,932  $45,917,836  $46,858,223  $45,579,898  $46,616,379  
 
 separated into purchased water expenses (Line 12; from Table 2-10, Lines 1, 3, and 4) and all other 
remaining expenses. PWP operating expenses are from Table 2-9 (Line 3). Net operating revenue 
(Line 16) is equal to the difference between total revenues (Line 8) and total expenses (Line 14). Debt 
service (Lines 18-22) is from Table 2-11. Grant funded CIP (Line 25), Rate funded CIP (Line 26), and 
PWP rate funded CIP (Line 27) are from Table 2-13. Rate funded CIP (Line 26) includes both 
construction capital costs (Table 2-13, Line 8), assumed to be 100% funded through connection fees 
and reserves, and replacement rate funded capital costs (Table 2-13, Line 14). Net cash flow (Line 30) 
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is equal to the net operating revenue (Line 16) less debt service (Line 22) and total grant/rate funded 
CIP (Line 28). Debt proceeds and debt funded CIP are not included in the cash flow projections. 
 
The net operating revenue in this scenario is positive for all years, meaning that the District’s current 
revenues are sufficient to fund its operating expenses in the near future. However, the net cash flow 
in the status quo scenario is negative for FY 2026 through FY 2030, meaning that the District’s current 
revenues are not sufficient to fund its debt service and annual CIP. 
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Table 2-14: Projected Cash Flows (Status Quo Financial Plan) 

Line Cash Flow Projections FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Revenues       

2 Rate Revenues at Existing Rates $46,536,252  $49,103,803  $49,103,803  $49,103,803  $49,103,803  $49,103,803  
3 Revenue Adjustments $0  $0  $0  $0  $0  $0  
4 Connection Fees $404,525  $606,787  $606,787  $606,787  $606,787  $606,787  
5 Miscellaneous Revenues $1,773,000  $1,838,000  $1,924,260  $2,015,710  $2,112,697  $2,215,591  
6 All Other Revenues $6,361,534  $2,686,274  $2,786,511  $2,842,242  $2,899,087  $2,957,068  
7 Interest Income $656,998  $656,998  $710,139  $586,663  $458,613  $326,399  
8 Subtotal - Revenues $55,732,309  $54,891,862  $55,131,500  $55,155,205  $55,180,987  $55,209,648  
9        

10 Operating Expenses       

11 Operating Expenses $19,865,914  $20,112,829  $20,511,734  $21,428,257  $22,389,809  $23,398,966  
12 Purchased Water Expenses $21,496,561  $24,357,103  $25,406,101  $25,429,967  $23,190,090  $23,217,413  
13 PWP Operating Expenses $0  $0  $0  $0  $2,750,368  $2,841,453  
14 Subtotal - Operating Expenses $41,362,475  $44,469,932  $45,917,836  $46,858,223  $48,330,266  $49,457,832  
15        

16 Net Revenue $14,369,834  $10,421,930  $9,213,664  $8,296,981  $6,850,721  $5,751,816  
17        

18 Debt Service       

19 Existing Debt Service $1,123,465  $1,124,575  $1,124,295  $1,128,576  $1,127,419  $1,125,871  
20 Pure Water Debt Service $0  $46,939  $242,519  $610,561  $863,460  $988,693  
21 Proposed Debt Service $0  $0  $0  $0  $0  $0  
22 Subtotal - Debt Service $1,123,465  $1,171,514  $1,366,814  $1,739,137  $1,990,879  $2,114,564  
23        

24 Capital Projects       

25 Grant Funded CIP $3,803,697  $0  $0  $0  $0  $0  
26 Rate Funded CIP $6,399,417  $11,245,355  $13,450,355  $13,425,355  $10,925,355  $10,925,355  
27 PWP - Rate Funded $7,000,000  $8,000,000  $0  $0  $0  $0  
28 Subtotal - Capital Projects $17,203,114  $19,245,355  $13,450,355  $13,425,355  $10,925,355  $10,925,355  
29        

30 Net Cash Flow ($3,956,744) ($9,994,940) ($5,603,505) ($6,867,510) ($6,065,513) ($7,288,103) 
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STATUS QUO FUND BALANCE PROJECTIONS 

Table 2-15 shows the operating, capital replacement, and construction fund balance projections for the status quo financial plan. Based on 
the sources (revenues) and uses (operating expenses, debt service, and transfer (from)/ to replacement) of operating funds, the District’s 
total operating fund balances will be approximately -$14.0 million at the end of the study in FY 2030. Based on the sources (revenues, 
transfer from/ (to) operating, and debt proceeds) and uses (debt, grant, and rate funded CIP) of replacement funds, the District’s total 
replacement fund balances will be approximately $20.1 million at the end of the study in FY 2030. Based on the sources (connection fee 
revenues) and uses (connection fee funded CIP) of construction funds, the District’s total construction balance will be approximately $6.2 at 
the end of the study in FY 2030.  
 
The District’s construction fund balances are restricted for connection fees and connection fee funded capital projects from Table 2-13 (Line 
4). The District’s unrestricted fund balance (Line 52) which will be used to meet reserve requirements is calculated by adding the operating 
fund balance ending balance (Line 17) and replacement fund ending balance (Line 36). The District’s total unrestricted fund balance will be 
approximately $6.7 million at the end of the study in FY 2030, representing a $34.1 million reduction from FY 2025 fund balances.  
 

Table 2-15: Projected Fund Balances (Status Quo Financial Plan) 

Line Fund Balance Projections FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Potable Water Operating       

2 Beginning Balance $16,130,217  $28,004,479  $13,680,523  $7,901,895  $1,829,959  ($5,959,828) 
3        

4 Sources of Funds       

5 Rate Revenues $46,536,252  $49,103,803  $49,103,803  $49,103,803  $49,103,803  $49,103,803  
6 Revenue Adjustments $0  $0  $0  $0  $0  $0  
7 Non-Rate Revenues $7,622,534  $4,012,274  $4,188,531  $4,325,267  $4,468,445  $4,618,454  
8 Interest Income $201,415  $201,415  $213,687  $96,355  ($40,890) ($197,698) 
9 Subtotal - Sources of Funds $54,360,201  $53,317,491  $53,506,021  $53,525,425  $53,531,358  $53,524,558  

10        

11 Uses of Funds       

12 Operating Expenses $41,362,475  $44,469,932  $45,917,836  $46,858,223  $48,330,266  $49,457,832  
13 Debt Service $1,123,465  $1,171,514  $1,366,814  $1,739,137  $1,990,879  $2,114,564  
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14 Transfer (from)/to Replacement5 $0  $22,000,000  $12,000,000  $11,000,000  $11,000,000  $10,000,000  
15 Subtotal - Uses of Funds $42,485,940  $67,641,446  $59,284,650  $59,597,360  $61,321,145  $61,572,396  
16        

17 Ending Balance $28,004,479  $13,680,523  $7,901,895  $1,829,959  ($5,959,828) ($14,007,666) 
18        

19 Potable Water Replacement       

20 Beginning Balance $28,570,932  $12,730,930  $16,674,335  $18,620,676  $19,606,493  $20,622,787  
21        

22 Sources of Funds       

23 Standby Charge Revenue $512,000  $512,000  $522,240  $532,685  $543,338  $554,205  
24 Transfer from/(to) Operation $0  $22,000,000  $12,000,000  $11,000,000  $11,000,000  $10,000,000  
25 Debt Proceeds $0  $0  $0  $0  $0  $0  
26 Interest Income $356,759  $356,759  $349,456  $378,487  $398,310  $408,744  
27 Subtotal - Sources of Funds $868,759  $22,868,759  $12,871,696  $11,911,172  $11,941,648  $10,962,950  
28        

29 Uses of Funds       

30 Debt Funded CIP $0  $0  $0  $0  $0  $0  
31 Grant Funded CIP $3,803,697  $0  $0  $0  $0  $0  
32 Rate Funded CIP $5,905,064  $10,925,355  $10,925,355  $10,925,355  $10,925,355  $10,925,355  
33 PWP - Rate Funded $7,000,000  $8,000,000  $0  $0  $0  $0  
34 Subtotal - Uses of Funds $16,708,761  $18,925,355  $10,925,355  $10,925,355  $10,925,355  $10,925,355  
35        

36 Ending Balance $12,730,930  $16,674,335  $18,620,676  $19,606,493  $20,622,787  $20,660,382  
37        

38 Potable Water Construction       

39 Beginning Balance $7,914,287  $7,923,283  $8,308,894  $6,537,677  $4,756,286  $5,464,266  
40        

41 Sources of Funds       

42 Connection Fees $404,525  $606,787  $606,787  $606,787  $606,787  $606,787  
43 Interest Income $98,824  $98,824  $146,996  $111,821  $101,194  $115,353  

 
5 Exact transfers (from)/ to Replacement may vary  
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44 Subtotal - Sources of Funds $503,349  $705,611  $753,783  $718,608  $707,981  $722,140  
45        

46 Uses of Funds       

47 Rate Funded CIP $494,352  $320,000  $2,525,000  $2,500,000  $0  $0  
48 Subtotal - Uses of Funds $494,352  $320,000  $2,525,000  $2,500,000  $0  $0  
49        

50 Ending Balance $7,923,283  $8,308,894  $6,537,677  $4,756,286  $5,464,266  $6,186,406  
51        

52 Total Unrestricted Ending 
Balance $40,735,409  $30,354,858  $26,522,571  $21,436,452  $14,662,959  $6,652,716  

 
STATUS QUO FINANCIAL PERFORMANCE 

The District’s financial performance is evaluated based on the reserve targets and debt coverage requirements, as shown in Table 2-16. 
Under the status quo financial plan, the District will not meet its reserve targets starting in FY 2028.  
 

Table 2-16: Forecasted Financial Performance (Status Quo Financial Plan) 

Line Financial Performance FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Existing Reserve Targets       

2 Potable Water Operating $10,340,619  $11,117,483  $11,479,459  $11,714,556  $12,082,566  $12,364,458  
3 Potable Water Replacement $12,636,509  $12,889,240  $13,147,024  $13,409,965  $13,678,164  $13,951,727  
4 Total Target $22,977,128  $24,006,723  $24,626,483  $25,124,521  $25,760,731  $26,316,185  
5 Total Reserve Balance $40,735,409  $30,354,858  $26,522,571  $21,436,452  $14,662,959  $6,652,716  
6 Meets Target? Yes Yes Yes No No No 
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Figure 2-1 shows the comparison of revenues and the revenue requirement for the status quo 
scenario. The stacked bars represent the revenue requirements, or costs: teal for O&M expenses, 
green for debt service, and blue for rate funded CIP. The District will not be adding to its reserves 
(grey bars) in this scenario, except for FY 2025. The current revenue, shown as a solid line, is lower 
than the revenue requirements, meaning that revenues are insufficient to fund necessary costs. 
 

Figure 2-1: Revenue Requirements vs. Revenues (Status Quo Financial Plan) 

 
 
Figure 2-2 shows the fund balance projections in the status quo financial plan. The District’s ending 
balance (green bars) will not meet the reserve targets (dashed line) starting at the end of FY 2028.  

 
Figure 2-2: Projected Fund Balances (Status Quo Financial Plan) 
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2.8 PROPOSED FINANCIAL PLAN 
PROPOSED FINANCIAL PLAN 

The proposed financial plan includes five years of revenue adjustments, shown in Table 2-17.  
 

Table 2-17: Proposed Financial Plan 

Line Fiscal Year Revenue 
Adjustments 

Effective 
Month 

1 FY 2026 9% January 
2 FY 2027 3% January 
3 FY 2028 3% January 
4 FY 2029 3% January 
5 FY 2030 3% January 

 
PROPOSED CASH FLOW PROJECTIONS 

Table 2-18 shows the cash flow projections for the no revenue adjustment financial plan. Revenues6 
(Lines 1-8) are from Table 2-6. Miscellaneous revenues include all operating revenue except for 
Water Sales (Rate Revenues at Existing Rates). All other revenues include all non-operating revenues 
except for Int On Investments & Savings (Interest Income) and Contrib Rev- Conn Fees (Connection 
Fees). Potable operating expenses (Lines 11-12) are from 

 
6 Interest income (Line 7) is different in the status quo financial plan scenario because it is based on projected fund 
balances. The status quo scenario results in lower fund balances; therefore, the District has less interest income. Table 2-6 
shows the interest income for the proposed financial plan scenario. 
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Table 2-10: Operating Expenses 
Line Operating Expenses FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 

1 Purchased Water MWD            $21,180,858  $24,038,476  $25,065,171  $25,065,171  $22,799,758  $22,799,758  
2 Draw From Reservoir            $450,000  $475,000  $0  $0  $0  $0  
3 Purch Water-Ventura County     $263,377  $265,816  $284,423  $304,333  $325,636  $348,431  
4 Purch Water-Simi Dist#8        $52,326  $52,811  $56,508  $60,463  $64,696  $69,224  
5 Labor                          $2,306,088  $2,355,761  $2,473,549  $2,597,227  $2,727,088  $2,863,442  
6 Energy                         $1,002,217  $1,052,228  $1,157,451  $1,273,196  $1,400,515  $1,540,567  
7 Telephone                      $49,943  $49,943  $51,941  $54,018  $56,179  $58,426  
8 Gas                            $20,900  $20,900  $22,990  $25,289  $27,818  $30,600  
9 Water                          $7,090  $7,444  $8,188  $9,007  $9,908  $10,899  

10 Supplies/Material              $497,000  $497,000  $516,880  $537,555  $559,057  $581,420  
11 Septums                        $50,000  $50,000  $52,000  $54,080  $56,243  $58,493  
12 Outside Services               $2,654,082  $1,905,695  $1,981,923  $2,061,200  $2,143,648  $2,229,394  
13 Permits and Fees               $183,000  $183,000  $190,320  $197,933  $205,850  $214,084  
14 Building Maintenance           $75,000  $75,000  $78,000  $81,120  $84,365  $87,739  
15 SCADA Services                 $45,000  $45,000  $46,800  $48,672  $50,619  $52,644  
16 Laboratory Services            $71,947  $74,143  $77,109  $80,193  $83,401  $86,737  
17 Other Laboratory Serv          $9,300  $10,000  $10,400  $10,816  $11,249  $11,699  
18 Genl Supplies/Small Tools      $30,000  $30,000  $31,200  $32,448  $33,746  $35,096  
19 Rental Charges-Fac Repl        $204,554  $204,554  $212,736  $221,246  $230,095  $239,299  
20 School Education Programs      $124,000  $124,000  $128,960  $134,118  $139,483  $145,062  
21 Public Education Programs      $934  $962  $1,000  $1,040  $1,082  $1,125  
22 Community Group Outreach       $2,000  $2,000  $2,080  $2,163  $2,250  $2,340  
23 Rain Barrel Program            $10,000  $10,000  $10,400  $10,816  $11,249  $11,699  
24 Landscape                      $444,000  $444,000  $461,760  $480,230  $499,440  $519,417  
25 Res. ET Irrigation Controller  $250,000  $250,000  $260,000  $270,400  $281,216  $292,465  
26 Residential Cust Training      $10,000  $10,000  $10,400  $10,816  $11,249  $11,699  
27 Back Flow Protection           $322,173  $365,424  $380,041  $395,243  $411,052  $427,494  
28 Standby Chg-Outside Svc        $12,500  $12,500  $13,000  $13,520  $14,061  $14,623  
29 Property Insurance             $231,838  $255,022  $265,223  $275,832  $286,865  $298,340  
30 Earthquake Insurance           $125,759  $138,335  $143,868  $149,623  $155,608  $161,832  
31 Allocated Laboratory Exp       $353,629  $366,961  $381,639  $396,905  $412,781  $429,292  
32 Allocated Building Maint Exp   $90,181  $90,999  $94,639  $98,425  $102,361  $106,456  
33 Allocated Legal Cost           $75,000  $75,000  $78,000  $81,120  $84,365  $87,739  
34 Allocated Support Services     $2,729,428  $2,577,369  $2,680,464  $2,787,682  $2,899,190  $3,015,157  
35 Allocated Operating Services   $7,428,351  $8,354,589  $8,688,773  $9,036,323  $9,397,776  $9,773,687  
36        

37 Total Operating Expense $41,362,475  $44,469,932  $45,917,836  $46,858,223  $45,579,898  $46,616,379  
 
 separated into purchased water expenses (Line 12; from Table 2-10, Lines 1, 3, and 4) and all other 
remaining expenses. PWP operating expenses are from Table 2-9 (Line 3). Net operating revenue 
(Line 16) is equal to the difference between total revenues (Line 8) and total expenses (Line 14). Debt 
service (Lines 18-22) is from Table 2-11. Grant funded CIP (Line 25), Rate funded CIP (Line 26), and 
PWP rate funded CIP (Line 27) are from Table 2-13. Rate funded CIP (Line 26) includes both 
construction capital costs (Table 2-13, Line 8), assumed to be 100% funded through connection fees 
and reserves, and replacement rate funded capital costs (Table 2-13, Line 14). Net cash flow (Line 30) 
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is equal to the net operating revenue (Line 16) less debt service (Line 22) and total grant/rate funded 
CIP (Line 28). Debt proceeds and debt funded CIP are not included in the cash flow projections. 
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Table 2-18: Projected Cash Flows (Proposed Financial Plan) 

Line Cash Flow Projections FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Revenues       

2 Rate Revenues at Existing Rates $46,536,252  $49,103,803  $49,103,803  $49,103,803  $49,103,803  $49,103,803  
3 Revenue Adjustments $0  $2,209,671  $5,222,189  $6,851,969  $8,530,642  $10,259,676  
4 Connection Fees $404,525  $606,787  $606,787  $606,787  $606,787  $606,787  
5 Miscellaneous Revenues $1,773,000  $1,838,000  $1,924,260  $2,015,710  $2,112,697  $2,215,591  
6 All Other Revenues $6,361,534  $2,686,274  $2,786,511  $2,842,242  $2,899,087  $2,957,068  
7 Interest Income $656,998  $656,998  $806,554  $805,748  $835,907  $899,142  
8 Subtotal - Revenues $55,732,309  $57,101,533  $60,450,104  $62,226,259  $64,088,922  $66,042,066  
9        

10 Operating Expenses       

11 Operating Expenses $19,865,914  $20,112,829  $20,511,734  $21,428,257  $22,389,809  $23,398,966  
12 Purchased Water Expenses $21,496,561  $24,357,103  $25,406,101  $25,429,967  $23,190,090  $23,217,413  
13 PWPed Operating Expenses $0  $0  $0  $0  $2,750,368  $2,841,453  
14 Subtotal - Operating Expenses $41,362,475  $44,469,932  $45,917,836  $46,858,223  $48,330,266  $49,457,832  
15        

16 Net Revenue $14,369,834  $12,631,601  $14,532,269  $15,368,036  $15,758,656  $16,584,233  
17        

18 Debt Service       

19 Existing Debt Service $1,123,465  $1,124,575  $1,124,295  $1,128,576  $1,127,419  $1,125,871  
20 Pure Water Debt Service $0  $46,939  $242,519  $610,561  $863,460  $988,693  
21 Proposed Debt Service $0  $0  $0  $0  $0  $0  
22 Subtotal - Debt Service $1,123,465  $1,171,514  $1,366,814  $1,739,137  $1,990,879  $2,114,564  
23        

24 Capital Projects       

25 Grant Funded CIP $3,803,697  $0  $0  $0  $0  $0  
26 Rate Funded CIP $6,399,417  $11,245,355  $13,450,355  $13,425,355  $10,925,355  $10,925,355  
27 PWP - Rate Funded $7,000,000  $8,000,000  $0  $0  $0  $0  
28 Subtotal - Capital Projects $17,203,114  $19,245,355  $13,450,355  $13,425,355  $10,925,355  $10,925,355  
29        

30 Net Cash Flow ($3,956,744) ($7,785,268) ($284,900) $203,544  $2,842,423  $3,544,315  
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PROPOSED FUND BALANCE PROJECTIONS 

Table 2-19 shows the operating, capital replacement, and construction fund balance projections for the status quo financial plan. Based on 
the sources (revenues) and uses (operating expenses, debt service, and transfer (from)/ to replacement) of operating funds, the District’s 
total operating fund balances will be approximately $20.3 million at the end of the study in FY 2030. Based on the sources (revenues, 
transfer from/ (to) operating, and debt proceeds) and uses (debt, grant, and rate funded CIP) of replacement funds, the District’s total 
replacement fund balances will be approximately $20.6 million at the end of the study in FY 2030. Based on the sources (connection fee 
revenues) and uses (connection fee funded CIP) of construction funds, the District’s total construction balance will be approximately $6.2 at 
the end of the study in FY 2030.  
 
The District’s construction fund balances are restricted for connection fees and connection fee funded capital projects from Table 2-13 (Line 
4). The District’s unrestricted fund balance (Line 52) which will be used to meet reserve requirements is calculated by adding the operating 
fund balance ending balance (Line 17) and replacement fund ending balance (Line 36). The District’s total unrestricted fund balance will be 
approximately $41.0 million at the end of the study in FY 2030. 
 

Table 2-19: Projected Fund Balances (Proposed Financial Plan) 

Line Fund Balance Projections FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Potable Water Operating       

2 Beginning Balance $16,130,217  $28,004,479  $15,890,194  $15,430,171  $16,429,290  $17,547,438  
3        

4 Sources of Funds       

5 Rate Revenues $46,536,252  $49,103,803  $49,103,803  $49,103,803  $49,103,803  $49,103,803  
6 Revenue Adjustments $0  $2,209,671  $5,222,189  $6,851,969  $8,530,642  $10,259,676  
7 Non-Rate Revenues $7,622,534  $4,012,274  $4,188,531  $4,325,267  $4,468,445  $4,618,454  
8 Interest Income $201,415  $201,415  $310,103  $315,440  $336,403  $375,044  
9 Subtotal - Sources of Funds $54,360,201  $55,527,162  $58,824,626  $60,596,479  $62,439,293  $64,356,976  

10        

11 Uses of Funds       

12 Operating Expenses $41,362,475  $44,469,932  $45,917,836  $46,858,223  $48,330,266  $49,457,832  
13 Debt Service $1,123,465  $1,171,514  $1,366,814  $1,739,137  $1,990,879  $2,114,564  



Las Virgenes Municipal Water District  
2025 Potable Water, Recycled Water, and Sanitation Cost of Service and Rate Study 
 

Water Resources Economics 
47 

14 Transfer (from)/to Replacement7 $0  $22,000,000  $12,000,000  $11,000,000  $11,000,000  $10,000,000  
15 Subtotal - Uses of Funds $42,485,940  $67,641,446  $59,284,650  $59,597,360  $61,321,145  $61,572,396  
16        

17 Ending Balance $28,004,479  $15,890,194  $15,430,171  $16,429,290  $17,547,438  $20,332,018  
18        

19 Potable Water Replacement       

20 Beginning Balance $28,570,932  $12,730,930  $16,674,335  $18,620,676  $19,606,493  $20,622,787  
21        

22 Sources of Funds       

23 Standby Charge Revenue $512,000  $512,000  $522,240  $532,685  $543,338  $554,205  
24 Transfer from/(to) Operation $0  $22,000,000  $12,000,000  $11,000,000  $11,000,000  $10,000,000  
25 Debt Proceeds $0  $0  $0  $0  $0  $0  
26 Interest Income $356,759  $356,759  $349,456  $378,487  $398,310  $408,744  
27 Subtotal - Sources of Funds $868,759  $22,868,759  $12,871,696  $11,911,172  $11,941,648  $10,962,950  
28        

29 Uses of Funds       

30 Debt Funded CIP $0  $0  $0  $0  $0  $0  
31 Grant Funded CIP $3,803,697  $0  $0  $0  $0  $0  
32 Rate Funded CIP $5,905,064  $10,925,355  $10,925,355  $10,925,355  $10,925,355  $10,925,355  
33 PWP - Rate Funded $7,000,000  $8,000,000  $0  $0  $0  $0  
34 Subtotal - Uses of Funds $16,708,761  $18,925,355  $10,925,355  $10,925,355  $10,925,355  $10,925,355  
35        

36 Ending Balance $12,730,930  $16,674,335  $18,620,676  $19,606,493  $20,622,787  $20,660,382  
37        

38 Potable Water Construction       

39 Beginning Balance $7,914,287  $7,923,283  $8,308,894  $6,537,677  $4,756,286  $5,464,266  
40        

41 Sources of Funds       

42 Connection Fees $404,525  $606,787  $606,787  $606,787  $606,787  $606,787  
43 Interest Income $98,824  $98,824  $146,996  $111,821  $101,194  $115,353  

 
7 Exact transfers (from)/ to Replacement may vary  
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44 Subtotal - Sources of Funds $503,349  $705,611  $753,783  $718,608  $707,981  $722,140  
45        

46 Uses of Funds       

47 Rate Funded CIP $494,352  $320,000  $2,525,000  $2,500,000  $0  $0  
48 Subtotal - Uses of Funds $494,352  $320,000  $2,525,000  $2,500,000  $0  $0  
49        

50 Ending Balance $7,923,283  $8,308,894  $6,537,677  $4,756,286  $5,464,266  $6,186,406  
51        

52 Total Unrestricted Ending 
Balance $40,735,409  $32,564,529  $34,050,847  $36,035,783  $38,170,224  $40,992,399  

 
PROPOSED FINANCIAL PERFORMANCE 

Table 2-20 shows the forecasted financial performance for the proposed financial plan. Under this plan, the District will meet its reserve 
targets in all years with the proposed revenue adjustments.  
 

Table 2-20: Forecasted Financial Performance (Proposed Financial Plan) 

Line Financial Performance FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Existing Reserve Targets       

2 Potable Water Operating $10,340,619  $11,117,483  $11,479,459  $11,714,556  $12,082,566  $12,364,458  
3 Potable Water Replacement $12,636,509  $12,889,240  $13,147,024  $13,409,965  $13,678,164  $13,951,727  
4 Total Target $22,977,128  $24,006,723  $24,626,483  $25,124,521  $25,760,731  $26,316,185  
5 Total Reserve Balance $40,735,409  $32,564,529  $34,050,847  $36,035,783  $38,170,224  $40,992,399  
6 Meets Target? Yes Yes Yes Yes Yes Yes 
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Figure 2-3 shows the comparison of revenues and the revenue requirement for the proposed 
scenario. The stacked bars represent the revenue requirements, or costs. The District will add to its 
reserves (grey bars) in this scenario. The current revenue, shown as a solid line, is lower than the 
revenue requirements. The proposed revenue, shown as a dotted line, is greater than the revenue 
requirements (except for FY 2026), meaning that the District’s revenues are able to sufficiently fund 
its expenses. 
 

Figure 2-3: Revenue Requirements vs. Revenues (Proposed Financial Plan) 

 
 
Figure 2-4 shows the fund balance projections in the proposed financial plan. The District’s ending 
balance (green bars) will meet the reserve targets (dashed line) in all years of the financial plan.  
 

Figure 2-4: Projected Fund Balances (Proposed Financial Plan) 
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3. COST-OF-SERVICE ANALYSIS 
3.1 COST-OF-SERVICE METHODOLOGY 
A cost-of-service analysis was conducted to allocate FY 2025 rate revenue requirement to customers 
in proportion to use of and burden on the District’s water system. The overall goal of the cost-of-
service analysis is to develop “unit costs,” which provide the basis from which proposed rates are 
directly calculated from. Note that although the study period spans five years, the cost-of-service 
analysis is limited to a single representative year referred to as the “test year.” The test year in this 
study is FY 2025.  
 
The cost-of-service analysis is “revenue neutral,” meaning that the resulting cost-of-service based 
rates collect the same amount of revenue as the District expects to collect in FY 2025. The revenue 
neutral unit costs determine revenue neutral rates, which are then adjusted based on the proposed 
financial plan increases to arrive at the proposed water rates for five years. All values presented in 
this section pertain to FY 2025 and are revenue neutral unless stated otherwise.  
 
The key steps in conducting a water cost-of-service analysis are outlined below: 

 Revenue requirement determination: The total rate revenue requirement for the test year is 
determined based on the results of the proposed financial plan and divided into primary sub-
components (operating, capital, etc.). 

 Cost functionalization: Operating and capital costs are evaluated and assigned to “functional 
categories” in the water system (e.g., customer service, water supply, distribution, etc.). This 
provides a proportional breakdown of system costs by functional category. 

 Revenue requirement allocation to cost causation components: Functionalized costs are 
allocated to “cost causation components” (e.g., water supply, base delivery, max day delivery, 
etc.), which is used to attribute customers’ use of the system to the costs incurred by the 
District. 

 Unit cost development: The rate revenue requirement allocation for each individual cost 
causation component is divided by the appropriate units of service to establish unit costs for 
the test year. Unit costs provide the basis from which proposed rates are calculated. 

 

3.2 REVENUE REQUIREMENT 
REVENUE REQUIREMENT DETERMINATION 

The total rate revenue requirement for the test year, FY 2025, is based on the financial plan 
projections (Table 2-18) and is allocated between the Operating, Capital, and Revenue Offset 
components as shown in Table 3-1. The Operating revenue requirement consists of operating 
expenses (Line 2) less the potable water supplement to recycled water (Line 10; from Table 2-6, Line 
6). The Capital revenue requirement includes debt service (Line 3) and rate funded CIP (Line 4) less 
connection fee revenue (Line 8) and cash to/(from reserves) (Line 15, from Table 2-18, Line 30). The 
Revenue Offset includes miscellaneous revenues (Line 9), all other revenues (Line 10), and interest 



Las Virgenes Municipal Water District  
2025 Potable Water, Recycled Water, and Sanitation Cost of Service and Rate Study 
 

Water Resources Economics 
51 

income (Line 11). The total revenue requirement (Line 19) is equal to the amount of rate revenue 
collected in FY 2025 (Table 2-18, Line 2). 
 

Table 3-1: Fiscal Year (FY) 2025 Revenue Requirement 

Line FY 2025 Revenue Requirement Operating Capital Rev. Offset Total 
1 Revenue Requirements     

2 Operating Expenses $41,362,475  $0  $0  $41,362,475  
3 Debt Service $0  $1,123,465  $0  $1,123,465  
4 Rate Funded CIP $0  $17,203,114  $0  $17,203,114  
5 Subtotal - Revenue Requirements $41,362,475  $18,326,579  $0  $59,689,054  
6      

7 Revenue Offsets     

8 Connection Fees $0  ($404,525) $0  ($404,525) 
9 Miscellaneous Revenues $0  $0  ($1,773,000) ($1,773,000) 

10 All Other Revenues ($975,000) $0  ($5,386,534) ($6,361,534) 
11 Interest Income $0  $0  ($656,998) ($656,998) 
12 Subtotal - Revenue Offsets ($975,000) ($404,525) ($7,816,532) ($9,196,057) 
13      

14 Adjustments     

15 Cash to/(from) Reserves $0  ($3,956,744) $0  ($3,956,744) 
16 Revenue Adjustment Annualization $0  $0  $0  $0  
17 Subtotal - Adjustments $0  ($3,956,744) $0  ($3,956,744) 
18      

19 Total - Revenue Requirement $40,387,475  $13,965,309  ($7,816,532) $46,536,252  
 

3.3 COST FUNCTIONALIZATION 
FUNCTIONAL CATEGORY DEFINITIONS 

After determining the revenue requirement, the next step in the cost-of-service analysis is to allocate 
the District’s costs into various functional categories. These categories represent the main functions 
of the District’s water system and include: 

 Meter Maintenance: costs of meter maintenance and replacement 
 Customer Service: costs related to customer service and billing 
 Elevation: costs related to pumping water to high elevations 
 Water Supply: costs of buying potable water from MWD 
 Pumping: costs relating to transporting water throughout the water system 
 Storage: costs related to water storage facilities (such as reservoirs and tanks) 
 Transmission & Distribution: costs related to the transmission and distribution of water 

through the District’s water system  
 Fire Protection: costs related to fire protection  
 Conservation: costs related to the District’s conservation programs  
 General: costs that are not directly attributable to any other functional category 
 Revenue Offset: non-rate revenue that can be used to offset a portion of the rate 
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OPERATING COST FUNCTIONALIZATION 

WRE evaluated and allocated the operating expenses for FY 2025 (
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Table 2-10: Operating Expenses 
Line Operating Expenses FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 

1 Purchased Water MWD            $21,180,858  $24,038,476  $25,065,171  $25,065,171  $22,799,758  $22,799,758  
2 Draw From Reservoir            $450,000  $475,000  $0  $0  $0  $0  
3 Purch Water-Ventura County     $263,377  $265,816  $284,423  $304,333  $325,636  $348,431  
4 Purch Water-Simi Dist#8        $52,326  $52,811  $56,508  $60,463  $64,696  $69,224  
5 Labor                          $2,306,088  $2,355,761  $2,473,549  $2,597,227  $2,727,088  $2,863,442  
6 Energy                         $1,002,217  $1,052,228  $1,157,451  $1,273,196  $1,400,515  $1,540,567  
7 Telephone                      $49,943  $49,943  $51,941  $54,018  $56,179  $58,426  
8 Gas                            $20,900  $20,900  $22,990  $25,289  $27,818  $30,600  
9 Water                          $7,090  $7,444  $8,188  $9,007  $9,908  $10,899  

10 Supplies/Material              $497,000  $497,000  $516,880  $537,555  $559,057  $581,420  
11 Septums                        $50,000  $50,000  $52,000  $54,080  $56,243  $58,493  
12 Outside Services               $2,654,082  $1,905,695  $1,981,923  $2,061,200  $2,143,648  $2,229,394  
13 Permits and Fees               $183,000  $183,000  $190,320  $197,933  $205,850  $214,084  
14 Building Maintenance           $75,000  $75,000  $78,000  $81,120  $84,365  $87,739  
15 SCADA Services                 $45,000  $45,000  $46,800  $48,672  $50,619  $52,644  
16 Laboratory Services            $71,947  $74,143  $77,109  $80,193  $83,401  $86,737  
17 Other Laboratory Serv          $9,300  $10,000  $10,400  $10,816  $11,249  $11,699  
18 Genl Supplies/Small Tools      $30,000  $30,000  $31,200  $32,448  $33,746  $35,096  
19 Rental Charges-Fac Repl        $204,554  $204,554  $212,736  $221,246  $230,095  $239,299  
20 School Education Programs      $124,000  $124,000  $128,960  $134,118  $139,483  $145,062  
21 Public Education Programs      $934  $962  $1,000  $1,040  $1,082  $1,125  
22 Community Group Outreach       $2,000  $2,000  $2,080  $2,163  $2,250  $2,340  
23 Rain Barrel Program            $10,000  $10,000  $10,400  $10,816  $11,249  $11,699  
24 Landscape                      $444,000  $444,000  $461,760  $480,230  $499,440  $519,417  
25 Res. ET Irrigation Controller  $250,000  $250,000  $260,000  $270,400  $281,216  $292,465  
26 Residential Cust Training      $10,000  $10,000  $10,400  $10,816  $11,249  $11,699  
27 Back Flow Protection           $322,173  $365,424  $380,041  $395,243  $411,052  $427,494  
28 Standby Chg-Outside Svc        $12,500  $12,500  $13,000  $13,520  $14,061  $14,623  
29 Property Insurance             $231,838  $255,022  $265,223  $275,832  $286,865  $298,340  
30 Earthquake Insurance           $125,759  $138,335  $143,868  $149,623  $155,608  $161,832  
31 Allocated Laboratory Exp       $353,629  $366,961  $381,639  $396,905  $412,781  $429,292  
32 Allocated Building Maint Exp   $90,181  $90,999  $94,639  $98,425  $102,361  $106,456  
33 Allocated Legal Cost           $75,000  $75,000  $78,000  $81,120  $84,365  $87,739  
34 Allocated Support Services     $2,729,428  $2,577,369  $2,680,464  $2,787,682  $2,899,190  $3,015,157  
35 Allocated Operating Services   $7,428,351  $8,354,589  $8,688,773  $9,036,323  $9,397,776  $9,773,687  
36        

37 Total Operating Expense $41,362,475  $44,469,932  $45,917,836  $46,858,223  $45,579,898  $46,616,379  
 
) to the most closely associated functional categories within the water system, as shown in Table 3-2. 
The detailed allocation of the operating expense budget to the functional categories is included in the 
Appendix (Table 11-1).  
 

Table 3-2: Operating Costs by System Functions 

Line Cost Function Operating Expenses Percent of Total  
1 Meter Maintenance $98,347  0.2% 
2 Customer Service $1,495,238  3.6% 
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3 Elevation $3,693,045  8.9% 
4 Water Supply $24,239,022  58.6% 
5 Pumping $0  0.0% 
6 Storage $0  0.0% 
7 Transmission & Distribution $4,784,520  11.6% 
8 Fire Protection $0  0.0% 
9 Conservation $1,077,882  2.6% 

10 General $5,974,420  14.4% 
11 Revenue Offset $0  0.0% 
12 Total  $41,362,475  100.0% 

 
CAPITAL ASSET FUNCTIONALIZATION 

WRE evaluated and allocated the District’s current capital assets to the most closely associated 
functional categories within the water system, as shown in Table 3-3. The detailed allocation of the 
current capital assets to the functional categories is included in the Appendix (Table 11-2).  
 
It is standard practice in most water cost-of-service studies to functionalize current capital assets 
rather than planned CIP costs, since the latter can fluctuate more significantly from year to year. The 
current capital asset base provides a more stable representation of long-term capital needs and their 
associated costs. The asset valuation methodology used in this study is Replacement Cost less 
Depreciation.  
 

Table 3-3: Capital Assets by System Functions 

Line Cost Function Capital Assets (Replacement 
Cost less Depreciation) 

1 Meter Maintenance $12,273,339  
2 Customer Service $0  
3 Elevation $0  
4 Water Supply $7,192,932  
5 Pumping $14,563,073  
6 Storage $55,650,116  

7 Transmission & 
Distribution $112,596,030  

8 Fire Protection $691,477  
9 Conservation $0  

10 General $33,668,527  
11 Revenue Offset $0  
12 Total  $236,635,492  

 

3.4 COST CAUSATION COMPONENTS 
COST COMPONENT DEFINITIONS 

While the functional categories represent the costs of system functions, cost causation components 
represent the reasons for why and how those costs are incurred within the system (thus, cost 
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causation). Cost causation components will be referred to as cost components in this report. The next 
step of the cost-of-service analysis is to allocate the Operating, Capital, and Revenue Offsets in the 
functional categories between the cost components, most of which directly correspond to a single 
functional category.  
 
The cost components in this study include the following: 

 Meter: directly corresponds to the Meter Maintenance functional category 
 Customer: directly corresponds to the Customer Service functional category 
 Elevation: directly corresponds to the Elevation functional category 
 Water Supply: directly corresponds to the Water Supply functional category 
 Average Day Demand (Base): costs associated with delivering water to customers during 

average water demand conditions (average daily use) 
 Maximum Day and Hour Demand (Extra Capacity): costs associated with delivering water to 

customers during maximum day demand conditions (water usage during highest day of year) 
and during maximum hour demand conditions (water usage during highest hour of highest 
day) 

 Fire Protection: directly corresponds to the Fire Protection functional category  
 Conservation: directly corresponds to the Conservation functional category 
 General: directly corresponds to the General functional category 
 Revenue Offset: directly corresponds to the Revenue Offset functional category 

 
SYSTEM-WIDE MAXIMUM CAPACITY FACTORS 

System-wide maximum capacity factors for the District’s water system, shown in Table 3-4, are used 
to allocate costs associated with the Pumping, Storage, and Transmission & Distribution functional 
categories to the Base, Max Day, and Max Hour cost components. Maximum capacity factors 
represent the ratio of maximum to average water demand over the course of one year for the entire 
system. This provides a basis to identify costs incurred to provide water service during average 
demand conditions and to provide additional capacity during maximum demand conditions. 
 
District staff provided the average day, maximum day, and maximum hour demand capacity factors, 
which are normalized based on average day demand (meaning that the average day demand is 
always equal to 1.00).  
 
The percentage allocations to the Base, Max Day, and Max Hour cost components based on the 
average day, maximum day, and maximum demand capacity factors are calculated as follows: 

 Average day demand is allocated entirely to Base 
 Max day demand is allocated proportionately to Base8 and Max Day9 

 
8 1.00/1.90 = 53.0% 
9 (1.90-1.00)/1.90 = 47.0% 
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 Max hour demand is allocated proportionately to Base10, Max Day11, and Max Hour12 
 Average of max day/ hour is the average of max day demand and max hour demand  

 
Table 3-4: System-Wide Maximum Capacity Allocation 

Line System-Wide Capacity Factor Capacity 
Factor Base Max Day Max Hour Total 

1 Average Day Demand 1.00  100% 0% 0% 100% 
2 Max Day Demand 1.90  53% 47% 0% 100% 
3 Max Hour Demand 3.20  31% 28% 41% 100% 
4 Average of Max Day/ Hour  42% 38% 20% 100% 

 

 
10 1.00/3.20 = 31.0% 
11 (1.90-1.00)/3.20 = 28.0% 
12 (3.20-1.90)/3.20 = 41.0% 
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COST COMPONENT ALLOCATION FACTORS 

Table 3-5 shows the factors used to allocate the functionalized costs to the cost components. For the cost components that directly 
correlate to a functional category (Meter, Customer, Elevation, Water Supply, Fire Protection, Conservation, Revenue Offset, and General), 
the functionalized costs are allocated entirely to the matching cost component. Pumping and Storage are sized based on maximum day 
demand and are allocated to Base and Extra Capacity cost components (Table 3-4, Line 2). Transmission & Distribution is sized based on the 
average of max day/ hour demand and is allocated to the Base and Extra Capacity cost components where Extra Capacity is equal to the 
sum of max day and max hour cost components (Table 3-4, Line 4).  
 

Table 3-5: System Function Allocation to Cost Components 

Line Cost Function Meter Customer Elevation Water 
Supply Base Extra 

Capacity 
Fire 

Protection 
Conser-
vation 

Rev. 
Offset General Total 

1 Meter Maintenance 100%          100% 
2 Customer Service  100%         100% 
3 Elevation   100%        100% 
4 Water Supply    100%       100% 
5 Pumping     53% 47%     100% 
6 Storage     53% 47%     100% 

7 Transmission & 
Distribution 

    42% 58%     100% 

8 Fire Protection       100%    100% 
9 Conservation        100%   100% 

10 General          100% 100% 
11 Revenue Offset         100%  100% 

 
OPERATING COST COMPONENT ALLOCATION 

 
Table 3-6 shows the operating cost allocation by cost component. The functionalized operating expenses from Table 3-2 are allocated 
based on the cost component allocation factors in Table 3-5. The operating allocation (Line 13) is derived from the total operating expenses 
by cost component (Line 12) and represents the proportion of the Operating revenue requirement that will be allocated to each cost 
component. 
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Table 3-6: Operating Allocation by Cost Component 

Line Operating Expenses Meter Customer Elevation 
Water 
Supply 

Base 
Extra 

Capacity 
Fire 

Protection 
Conser-
vation 

Rev. 
Offset 

General Total 

1 Meter Maintenance $98,347  $0  $0  $0  $0  $0  $0  $0  $0  $0  $98,347  
2 Customer Service $0  $1,495,238  $0  $0  $0  $0  $0  $0  $0  $0  $1,495,238  
3 Elevation $0  $0  $3,693,045  $0  $0  $0  $0  $0  $0  $0  $3,693,045  
4 Water Supply $0  $0  $0  $24,239,022  $0  $0  $0  $0  $0  $0  $24,239,022  
5 Pumping $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  
6 Storage $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  
7 Transmission & Distribution $0  $0  $0  $0  $2,006,665  $2,777,855  $0  $0  $0  $0  $4,784,520  
8 Fire Protection $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  
9 Conservation $0  $0  $0  $0  $0  $0  $0  $1,077,882  $0  $0  $1,077,882  

10 General $0  $0  $0  $0  $0  $0  $0  $0  $0  $5,974,420  $5,974,420  
11 Revenue Offset $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  
12 Total - Operating $98,347  $1,495,238  $3,693,045  $24,239,022  $2,006,665  $2,777,855  $0  $1,077,882  $0  $5,974,420  $41,362,475  
13 Operating Cost Allocation 0.2% 3.6% 8.9% 58.6% 4.9% 6.7% 0.0% 2.6% 0.0% 14.4% 100.0% 

 
CAPITAL COST COMPONENT ALLOCATION 
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Table 3-7 shows the capital cost allocation by cost component. The functionalized capital assets from Table 3-3 are allocated based on the 
cost component allocation factors in Table 3-5. The capital allocation (Line 13) is derived from the total capital asset value by cost 
component (Line 12) and represents the proportion of the Capital revenue requirement that will be allocated to each cost component. 
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Table 3-7: Capital Allocation by Cost Component 

Line Capital Assets Meter 
Cust-
omer 

Elevation 
Water 
Supply 

Base 
Extra 

Capacity 
Fire 

Protection 
Conser-
vation 

Rev. 
Offset 

General Total 

1 Meter Maintenance $12,273,339  $0  $0  $0  $0  $0  $0  $0  $0  $0  $12,273,339  
2 Customer Service $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  
3 Elevation $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  
4 Water Supply $0  $0  $0  $7,192,932  $0  $0  $0  $0  $0  $0  $7,192,932  
5 Pumping $0  $0  $0  $0  $7,664,775  $6,898,298  $0  $0  $0  $0  $14,563,073  
6 Storage $0  $0  $0  $0  $29,289,535  $26,360,581  $0  $0  $0  $0  $55,650,116  

7 
Transmission & 
Distribution 

$0  $0  $0  $0  $47,223,664  $65,372,366  $0  $0  $0  $0  $112,596,030  

8 Fire Protection $0  $0  $0  $0  $0  $0  $691,477  $0  $0  $0  $691,477  
9 Conservation $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  

10 General $0  $0  $0  $0  $0  $0  $0  $0  $0  $33,668,527  $33,668,527  
11 Revenue Offset $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  
12 Total - Capital $12,273,339  $0  $0  $7,192,932  $84,177,974  $98,631,245  $691,477  $0  $0  $33,668,527  $236,635,492  
13 Capital Cost Allocation 5.2% 0.0% 0.0% 3.0% 35.6% 41.7% 0.3% 0.0% 0.0% 14.2% 100.0% 
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3.5 SYSTEM CAPACITY ALLOCATIONS 
The costs for certain system functions are based on the capacity requirements related to that 
function. For example, meter-related costs are allocated based on meter capacity, which is defined by 
the safe maximum operating capacity of each meter size. This section describes and defines capacity 
requirements and allocations relating to water meters, private fire lines, customer water usage, and 
fire protection.  
 
EQUIVALENT METER UNITS 

Costs related to meter capacity increase based on meter size. Therefore, equivalent meter units are 
calculated to provide a basis from which to allocate costs in proportion to meter size. Equivalent 
meter calculations are shown in Table 3-8.  
 
Equivalent meters are calculated based on meter capacity ratios, which represent the safe operating 
capacity of a water meter relative to the base meter size. For this study, the base meter size is a 3/4” 
meter (or 3/4” x 1”) meter, which is the most common meter size in the District’s recycled water 
system. Capacity in gallons per minute (gpm) is derived from the AWWA M1 Manual. The meter ratio 
for a 2” meter is 5.33 which means that the capacity of a 2” meter is more than five times that of a 
3/4” (or 3/4” x 1”) meter. 
 
The number of meters is from Table 2-2, including temporary and all other customer meters. 
Equivalent meters are calculated by multiplying the meter counts by the meter ratio in each size. 
 

Table 3-8: Equivalent Meter Units 

Line Meter Size Safe Operating 
Capacity (gpm) Meter Ratio Number of 

Meters 
Equivalent 

Meters 
1 3/4" 30  1.00  415  415  
2 3/4" x 1" 30  1.00  16,276  16,276  
3 1" 50  1.67  2,202  3,670  
4 1-1/2" 100  3.33  579  1,930  
5 2" 160  5.33  387  2,064  
6 3" 350  11.67  76  887  
7 4" 630  21.00  21  441  
8 6" 1,600  53.33  14  747  
9 8" 2,800  93.33  3  280  

10 10" 4,200  140.00  1  140  
11 Total   19,974  26,849  

 
EQUIVALENT FIRE LINES 

Costs related to fire protection capacity increase exponentially based on fire line diameter and are 
attributable to both public fire hydrants and private fire connections. Therefore, equivalent fire lines 
are calculated to provide a basis from which to allocate costs in proportion to fire line size, and 
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between public and private fire connections. Equivalent fire line calculations are shown in Table 3-9; 
private fire line counts and public fire line counts were provided by District staff. 
 
The capacity of a fire line is based on the diameter of the connection and is equal to the connection 
diameter in inches raised to power of 2.63 based on the Hazen-Williams equation in the AWWA M1 
Manual. The fire line ratio is the fire capacity of each diameter size divided by the base fire line, which 
is a 3/4"(or 3/4” x 1”) diameter. Equivalent fire lines are calculated by multiplying the fire line ratio of 
each diameter size by the number of connections by size. 
 
The concept of equivalent fire lines provides a methodology to compare the capacity requirements of 
both private fire protection and public hydrants. The fire protection capacity attributed to private fire 
connections is equal to 14%; the remaining 86% is attributed to public fire hydrants (Line 13). 
 

Table 3-9: Equivalent Fire Lines 

Line Fire Line Size Inches 
Fire 
Line 

Ratio 

Private 
Fire 

Accounts 

Public 
Fire 

Accounts 

Total 
Accounts 

Equivalent 
Private 

Fire Lines 

Equivalent 
Public Fire 

Lines 

Total 
Equivalent 

Lines 
1 3/4" 0.75  1.00  18  0  18  18  0  18  
2 3/4" x 1" 0.75  1.00  7  0  7  7  0  7  
3 1" 1.00  2.13  3  0  3  6  0  6  
4 1-1/2" 1.50  6.19  1  0  1  6  0  6  
5 2" 2.00  13.19  114  0  114  1,504  0  1,504  
6 2-1/2" 2.50  23.72  16  0  16  380  0  380  
7 3" 3.00  38.32  0  0  0  0  0  0  
8 4" 4.00  81.66  80  42  122  6,533  3,430  9,962  
9 6" 6.00  237.21  155  3,185  3,340  36,767  755,503  792,270  

10 8" 8.00  505.49  117  0  117  59,143  0  59,143  
11 10" 10.00  909.05  23  0  23  20,908  0  20,908  
12 Total   534  3,227  3,761  125,272  758,933  884,204  
13 Percent of Total      14% 86% 100% 

 
CUSTOMER DEMAND AND FIRE CAPACITY 

Cost-of-service allocations are typically based on system-wide capacity (which is the combination of 
customer demand and fire protection). However, Max Day cost components are further allocated 
between customer demand and fire protection based on their proportion share of each within the 
water system. 
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Table 3-10 shows the maximum month capacity factor by tier. The maximum monthly usage is 
divided by the average monthly usage to determine the capacity factor for each tier. Max Month 
capacity factor data is typically used as a proxy for Max Day capacity factors in lieu of daily water use 
data for all customers. Lines 1-5 summarize the data by water use tier.  
 
  



Las Virgenes Municipal Water District  
2025 Potable Water, Recycled Water, and Sanitation Cost of Service and Rate Study 
 

Water Resources Economics 
64 

Table 3-10: Max Month Capacity Factor by Tier 

Line Customer Class Max Month 
Usage (hcf) 

Average 
Month Usage 

Max Month 
Capacity Factor 

1 Tier 1 - Efficient 711,423  406,446  1.75  
2 Tier 2 - Inefficient 71,703  39,093  1.83  
3 Tier 3 - Excessive 46,940  23,613  1.99  
4     

5 Temporary Services 22,465  3,747  5.99  
 
Table 3-11 shows the customer demand capacity calculations for Extra Capacity. The Extra Capacity 
factors for each tier are from   
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Table 3-10 (Lines 1-5). The annual use from Table 2-4 (Lines 1-20) is based on a previous water us 
efficiency standard of 55 gpcd (gallons per capita per day). The updated annual use for each tier is 
based on the updated water use efficiency standard of 47 gpcd according to state mandates. The 
daily use is equal to the updated annual use divided by 365 days. Extra Capacity demand is calculated 
by multiplying the daily use in hcf by the Extra Capacity factor for each customer class and tier less 
the daily use in hcf. The total Extra Capacity demand (Line 18) represents the capacity required to 
meet customer demand that will be used to allocate Extra Capacity costs between public fire hydrant 
capacity, private fire line capacity, and customer demand capacity.  
 

Table 3-11: Customer Demand Capacity 

Line Customer Class Annual Use (hcf) Updated Annual 
Use (hcf) Daily Use Extra Capacity 

Factor 
Extra Capacity 

Demand 
1 Residential 5,090,930  4,809,089  13,176    

2 Residential Tier 1 - Efficient13 4,415,937  4,134,097  11,326  1.75  8,499  
3 Residential Tier 2 - Inefficient 428,036  428,036  1,173  1.83  978  
4 Residential Tier 3 - Excessive 246,957  246,957  677  1.99  668  
5       

6 Temporary Services 47,397  47,397  130  5.99  649  
7       

8 Commercial 648,336  648,336  1,776    

9 Commercial Tier 1 - Efficient 561,903  561,903  1,539  1.75  1,155  
10 Commercial Tier 2 - Inefficient 51,456  51,456  141  1.83  118  
11 Commercial Tier 3 - Excessive 34,977  34,977  96  1.99  95  
12       

13 Irrigation 194,611  194,611  533    

14 Irrigation Tier 1 - Efficient 162,889  162,889  446  1.75  335  
15 Irrigation Tier 2 - Inefficient 14,956  14,956  41  1.83  34  
16 Irrigation Tier 3 - Excessive 16,765  16,765  46  1.99  45  
17       

18 Total 5,981,274  5,699,434  31,100   12,576  
 
Table 3-12 shows the calculation of fire capacity requirements in the District’s system and the 
capacity allocation between fire and customer demand. The extra capacity required to fire is based 
on a maximum fire that lasts five hours using 5,000 gpm of water based on the District’s Water 
Master Plan. The fire extra capacity is allocated between public hydrants (Line 6) and private fire (Line 
7) based on the proportion of equivalent fire lines attributed to each service (Table 3-9, Line 13). The 
customer demand (Line 5; from Table 3-11, Line 18), public hydrant extra capacity (Line 6), and 
private fire extra capacity (Line 7) are added together to form the total capacity requirements of the 
system within the Extra Capacity cost component. The capacity allocation factors (Lines 10-13) are 
calculated based on the proportion of the total capacity requirements (Line 8) related to each service. 
These allocations are used in a later section of the report to reallocate Extra Capacity costs.  

 
13 Includes Residential Tier 1 – Indoor Efficient and Residential Tier 2 – Outdoor Efficient  
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Table 3-12: Capacity Allocation by Fire and Customer Demand 

Line Fire Capacity Extra 
Capacity 

1 Hours for Fire 5  
2 Capacity for Fire (gpm) 5,000  
3 Fire Extra Capacity (hcf) 2,00514  
4   

5 Customer Demand 12,576  
6 Public Hydrants 1,721  
7 Private Fire 284  
8 Total - Capacity Requirements 14,581  
9   

10 Customer Demand 86% 
11 Public Hydrants 12% 
12 Private Fire 2% 
13 Total - Capacity Allocation 100% 

 
14 5 hours x 5,000 gpm x 60 minutes/hour x 748 gallons/hcf 
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3.6 ALLOCATION TO COST COMPONENTS 
INITIAL COST-OF-SERVICE ALLOCATION AND GENERAL REALLOCATION 

Table 3-13 shows the initial cost-of-service allocation prior to any adjustments and the adjusted cost-of-service allocations after the General 
cost reallocation. The Operating costs (Line 1) are equal to the total Operating revenue requirements (Table 3-1, Line 19) allocated to each 
cost component based on the Operating allocation ( 
Table 3-6, Line 13). The Capital costs (Line 2) are equal to the total Capital revenue requirements (Table 3-1, Line 19) allocated to each cost 
component based on the Capital allocation (  



Las Virgenes Municipal Water District  
2025 Potable Water, Recycled Water, and Sanitation Cost of Service and Rate Study 
 

Water Resources Economics 
68 

Table 3-7, Line 13). Note that the total cost-of-service (Line 3) is equal to the total rate revenue requirement for FY 2025 (Table 3-1, Line 
19). 
 
The next step is to reallocate General costs (Line 5) based on the proportion of costs in each cost component (except Elevation, Water 
Supply, Revenue Offset, and General) in the initial allocation. The total revenue requirement (Line 6) stays the same after the General cost 
reallocation. 
 

Table 3-13: Cost-of-Service Allocation by Cost Component (Initial, General) 

Line Revenue 
Requirement Meter Customer Elevation Water 

Supply Base Extra 
Capacity 

Fire 
Protection 

Conser-
vation Rev. Offset General Total 

1 Operating Costs $96,029  $1,459,992  $3,605,992  $23,667,658  $1,959,364  $2,712,375  $0  $1,052,474  $0  $5,833,590  $40,387,475  
2 Capital Costs $724,325  $0  $0  $424,499  $4,967,858  $5,820,834  $40,808  $0  $0  $1,986,986  $13,965,309  
3 Revenue Offsets $0  $0  $0  $0  $0  $0  $0  $0  ($7,816,532) $0  ($7,816,532) 
4 Total - COS (Initial) $820,354  $1,459,992  $3,605,992  $24,092,157  $6,927,222  $8,533,208  $40,808  $1,052,474  ($7,816,532) $7,820,576  $46,536,252  

5 
General Cost 
Allocation $340,640  $606,241  $0  $0  $2,876,431  $3,543,294  $16,945  $437,025  $0  ($7,820,576) $0  

6 Total - COS (General) $1,160,994  $2,066,233  $3,605,992  $24,092,157  $9,803,653  $12,076,502  $57,753  $1,489,500  ($7,816,532) $0  $46,536,252  
 
FIRE PROTECTION AND MAXIMUM CAPACITY REALLOCATION 

Table 3-14 shows the cost-of-service in each cost component after reallocating fire protection and maximum capacity-related costs. The 
cost-of-service after General cost reallocation (Line 1) is from Table 3-13 (Line 6). Public Fire costs (Line 2) are reallocated to the Meter 
component, since public fire protection is a safety benefit shared by all District customers based on the proportion of extra capacity for 
public fire (Table 3-12, Line 11) and proportion of equivalent public fire Lines (Table 3-9, Line 13). Private Fire Extra Capacity costs (Line 3) 
are reallocated to the Fire Protection component based on the proportion of extra capacity for private fire (Table 3-12, Line 12). 
Finally, the maximum capacity reallocation (Line 5) adjusts the costs in Extra Capacity and Fire Protection to recover extra capacity costs in 
the Meter cost component. This allocation is to keep the current level fixed revenue recovery from current rates of approximately 29% will 
provide a similar level of financial and rate stability for the District.  
 

Table 3-14: Cost-of-Service Allocation by Cost Component (Fire Protection, Maximum Capacity) 

Line Revenue Requirement Meter Customer Elevation Water 
Supply 

Base Extra 
Capacity 

Fire 
Protection 

Conservation Rev. Offset Total 

1 Adjusted for General $1,160,994  $2,066,233  $3,605,992  $24,092,157  $9,803,653  $12,076,502  $57,753  $1,489,500  ($7,816,532) $46,536,252  
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2 Public Fire Allocation $1,475,151  $0  $0  $0  $0  ($1,425,580) ($49,571) $0  $0  ($0) 
3 Private Fire Allocation $0  $0  $0  $0  $0  ($235,311) $235,311  $0  $0  $0  
4 Adjusted for Fire $2,636,146  $2,066,233  $3,605,992  $24,092,157  $9,803,653  $10,415,611  $243,493  $1,489,500  ($7,816,532) $46,536,252  

5 
Maximum Capacity 
Reallocation $8,830,007  $0  $0  $0  $0  ($8,781,315) ($48,691) $0  $0  $0  

6 Adjusted for Max. Capacity $11,466,152  $2,066,233  $3,605,992  $24,092,157  $9,803,653  $1,634,296  $194,802  $1,489,500  ($7,816,532) $46,536,252  
 
 
 



Las Virgenes Municipal Water District  
2025 Potable Water, Recycled Water, and Sanitation Cost of Service and Rate Study 
 

Water Resources Economics 
70 

FINAL COST-OF-SERVICE ALLOCATION 

Table 3-15 shows the final cost-of-service allocation based on the adjustments for General, Fire, and 
Maximum Capacity from the prior report tables. The Meter and Customer components add up to 
approximately 29% of the total costs.  
 

Table 3-15: Cost-of-Service Allocation by Cost Component (Final) 

Line Cost Components Final Cost Allocation 
1 Meter $11,466,152  
2 Customer $2,066,233  
3 Elevation $3,605,992  
4 Water Supply $24,092,157  
5 Base $9,803,653  
6 Extra Capacity $1,634,296  
7 Fire Protection $194,802  
8 Conservation $1,489,500  
9 Rev. Offset ($7,816,532) 

10 Total  $46,536,252  
 

3.7 UNIT COST CALCULATION 
UNITS OF SERVICE DEFINITIONS 

The appropriate units of service are then established for each cost component based on cost 
causation, which is shown in Table 3-16. Cost components to be recovered by the fixed charges are 
assigned units of service based on the number of equivalent meters, meter counts, equivalent private 
fire lines, and private fire line counts (Table 3-8 and Table 3-9). Cost components to be recovered by 
the commodity charges are assigned units based on updated annual usage in hcf (Table 3-11, Line 18) 
and Tier 1 efficient annual usage in hcf (Table 3-11, sum of Lines 2, 9, and 14). 
 

Table 3-16: Units of Service Definitions 

Line Cost 
Components Units of Service Definition Units of 

Service Units 

1 Meter Equivalent meters x 12 months 322,192 equiv. meters/ year 
2 Customer Meter and private fire line counts x 12 months 246,096 bills/ year 
3 Elevation Updated annual usage in hcf 5,699,434 hcf/ year 
4 Water Supply Updated annual usage in hcf 5,699,434 hcf/ year 
5 Base Updated annual usage in hcf 5,699,434 hcf/ year 
6 Extra Capacity Updated annual usage in hcf 5,699,434 hcf/ year 
7 Fire Protection Equivalent private fire lines x 12 months 1,503,260 equiv. fl/ year 
8 Conservation Updated annual usage in hcf 5,699,434 hcf/ year 
9 Rev. Offset Tier 1 efficient annual usage in hcf 4,858,889 hcf/ year 
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UNIT COST BY COST COMPONENT 

Table 3-17 shows the calculation of unit costs by each cost component. The final cost-of-service 
allocation (Table 3-15) is divided by the units of service (Table 3-16) for each cost component to 
derive the unit cost.  
 

Table 3-17: Unit Cost by Cost Component 

Line Cost 
Components 

Final Cost 
Allocation 

Units of 
Service Unit Cost Units 

1 Meter $11,466,152  322,192 $35.59  equiv. meters/ year 
2 Customer $2,066,233  246,096 $8.40  bills/ year 
3 Elevation $3,605,992  5,699,434 $0.63  hcf/ year 
4 Water Supply $24,092,157  5,699,434 $4.23  hcf/ year 
5 Base $9,803,653  5,699,434 $1.72  hcf/ year 
6 Extra Capacity $1,634,296  5,699,434 $0.29  hcf/ year 
7 Fire Protection $194,802  1,503,260 $0.13  equiv. fl/ year 
8 Conservation $1,489,500  5,699,434 $0.26  hcf/ year 
9 Rev. Offset ($7,816,532) 4,858,889 ($1.61) hcf/ year 
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4. POTABLE WATER RATES 
4.1 RATE DESIGN METHODOLOGY 
A five-year proposed water rate schedule was developed based on the results of the proposed 
financial plan and cost-of-service analysis. The key steps in developing the proposed rate schedule are 
outlined below: 

 Rate structure evaluation: The existing rate structure is evaluated, and any proposed changes 
are identified. Proposed rate structure changes are typically intended to address specific 
policy objectives or to allocate costs based on the cost-of-service analysis. 

 Test year rate development: Rates are calculated for the proposed rate structure for the cost-
of-service test year (FY 2025). Rate calculations directly incorporate the unit costs developed 
in the cost-of-service analysis. The test year rates are revenue neutral, then are increased 
based on the proposed financial plan revenue adjustments.  

 Five-year rate schedule development: Proposed rates for the five-year period are calculated 
by increasing the cost-of-service rates by the proposed annual revenue adjustment 
percentages from the proposed financial plan. 

 

4.2 PROPOSED CHANGES TO RATE STRUCTURE 
The main objective of the rate study was to conduct a comprehensive cost-of-service analysis while 
maintaining as much of the current water rate structure as possible to minimize customer impacts. 
The District’s current water rate structure includes a monthly readiness to serve charge based on 
meter size, a commodity charge based on water use tier per hcf, and an elevation charge based on 
elevation zone per hcf.  
 
After examining the existing rate methodology, given the District’s water supply profile, WRE 
recommends the District implement a three-tier quantity charge for all customer classes to be more 
consistent with cost-of-service principles. Additionally, WRE recommends the District implement a 
new fixed monthly private fire line charge based on meter size for commercial private fire 
connections to reflect the costs to provide those services. 
 
WRE recommends recovering MWD fixed costs in the District’s monthly readiness to serve charges, 
increasing financial and rate stability for the District and allowing for more accurate pass-through of 
MWD costs. The District will also have a Pure Water Supply Charge per hcf to cover costs of supplying 
local water supply once the PWP is completed, starting in FY 2029.  
 

4.3 PROPOSED MONTHLY READINESS TO SERVE CHARGE 
MWD FIXED CHARGE 

Table 4-1 shows the calculation of MWD fixed charge unit cost. MWD fixed supply costs, including 
LVMWD RTS and Capacity charges, are billed to the District regardless of imported water purchases. 
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The MWD total fixed charge (Line 1) is equal to the total MWD fixed charge in FY 2025 (Table 2-8, 
Line 18). Based on input from District staff and Board, 100% of MWD fixed costs will be recovered on 
fixed readiness to serve charges. This increases financial and rate stability for the City, increasing fixed 
revenue recovery to approximately 36%, and ensures for more accurate pass-through of MWD costs.  
 
The amount of MWD fixed costs recovered by fixed readiness to serve charges (Line 3) is calculated 
by multiplying the total MWD fixed charge (Line 1) by the portion of MWD fixed charges reallocated 
to readiness to serve charges (Line 2). The unit cost (Line 5) is calculated by dividing the total amount 
of MWD fixed costs to be recovered by fixed charges (Line 3) by the units of service for meters (Line 
4, from Table 3-17, Line 1) 
 

Table 4-1: MWD Fixed Charge Unit Cost 

Line MWD Fixed Charge Amount 
1 MWD Total Fixed Cost $3,120,220  
2 Reallocated to Fixed Charges 100% 
3 Reallocated MWD Fixed Charge $3,120,220  
4 Equivalent meters 322,192  
5 Unit cost ($/equiv. meter) $9.68  

 
REVENUE NEUTRAL RATES 

The revenue neutral rate represents the cost-of-service analysis for FY 2025. Table 4-2 shows the 
revenue neutral monthly readiness to serve charge calculations. The Meter and Customer unit costs 
are from Table 3-17 (Lines 1-2). The MWD Fixed Charge unit cost is from Table 4-1 (Line 5). The Meter 
and MWD Fixed unit costs are multiplied by the meter capacity ratio; the Customer unit cost does not 
vary based on meter size and thus is the same for all meter sizes. 
 

Table 4-2: Revenue Neutral Monthly Readiness to Serve Charge 

Line Meter Size Meter Ratio MWD Fixed 
Charge Meter Charge Customer 

Charge 
Revenue 

Neutral Rate 
1 3/4" 1.00  $9.68  $35.59  $8.40  $53.67  
2 3/4" x 1" 1.00  $9.68  $35.59  $8.40  $53.67  
3 1" 1.67  $16.14  $59.31  $8.40  $83.85  
4 1-1/2" 3.33  $32.28  $118.63  $8.40  $159.30  
5 2" 5.33  $51.65  $189.80  $8.40  $249.85  
6 3" 11.67  $112.98  $415.19  $8.40  $536.57  
7 4" 21.00  $203.37  $747.35  $8.40  $959.11  
8 6" 53.33  $516.50  $1,898.02  $8.40  $2,422.92  
9 8" 93.33  $903.87  $3,321.54  $8.40  $4,233.81  

10 10" 140.00  $1,355.81  $4,982.31  $8.40  $6,346.52  
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PROPOSED RATES WITH ADJUSTMENT 

Table 4-3 shows the proposed monthly readiness to serve charge for FY 2026 based on the revenue 
neutral rate (Table 4-2) adjusted by the proposed revenue adjustment of 9% in the first year (Table 
2-17) and rounded up to the nearest cent. 
 

Table 4-3: Proposed Monthly Readiness to Serve Charge after Adjustment 

Line Meter Size Revenue 
Neutral Rate FY 2026 Rate Current Rate Difference ($) Difference 

(%) 
1 3/4" $53.67  $47.95  $43.61  $4.34  10.0% 
2 3/4" x 1" $53.67  $47.95  $43.61  $4.34  10.0% 
3 1" $83.85  $73.81  $70.69  $3.12  4.4% 
4 1-1/2" $159.30  $138.46  $138.37  $0.09  0.1% 
5 2" $249.85  $216.04  $219.61  ($3.57) -1.6% 
6 3" $536.57  $461.72  $476.83  ($15.11) -3.2% 
7 4" $959.11  $823.76  $855.88  ($32.12) -3.8% 
8 6" $2,422.92  $2,078.00  $2,169.05  ($91.05) -4.2% 
9 8" $4,233.81  $3,629.64  $3,793.59  ($163.95) -4.3% 

10 10" $6,346.52  $5,439.88  $5,688.89  ($249.01) -4.4% 
11 Temporary 1.5x  1.0x  1.5x  (0.5x)  -0.3% 

 

4.4 PROPOSED PRIVATE FIRE LINE CHARGE 
REVENUE NEUTRAL RATES 

The revenue neutral rate represents the cost-of-service analysis for FY 2025. Table 4-4 shows the 
revenue neutral monthly private fire line charge calculations. The Fire and Customer unit costs are 
from Table 3-17 (Lines 1 and Line 7). The Fire unit cost is multiplied by the fire line ratio; the 
Customer unit cost does not vary based on meter size and thus is the same for all meter sizes.  
 

Table 4-4: Revenue Neutral Monthly Private Fire Line Charge 

Line Fire Line 
Size 

Fire Line 
Ratio Fire Customer Revenue 

Neutral Rate 
1 3/4" 1.00  $0.13  $8.40  $8.53  
2 3/4" x 1" 1.00  $0.13  $8.40  $8.53  
3 1" 2.13  $0.28  $8.40  $8.67  
4 1-1/2" 6.19  $0.80  $8.40  $9.20  
5 2" 13.19  $1.71  $8.40  $10.11  
6 2-1/2" 23.72  $3.07  $8.40  $11.47  
7 3" 38.32  $4.97  $8.40  $13.36  
8 4" 81.66  $10.58  $8.40  $18.98  
9 6" 237.21  $30.74  $8.40  $39.13  

10 8" 505.49  $65.50  $8.40  $73.90  
11 10" 909.05  $117.80  $8.40  $126.20  
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PROPOSED RATES WITH ADJUSTMENT 

Table 4-5 shows the proposed monthly private fire line charge for FY 2026 based on the revenue 
neutral rate (Table 4-4) adjusted by the proposed revenue adjustment of 9% in the first year (Table 
2-17) and rounded up to the nearest cent. 
 

Table 4-5: Proposed Monthly Private Fire Line Charge After Adjustment 

Line Fire Line Size Revenue 
Neutral Rate FY 2026 Rate 

1 3/4" $8.53  $9.30  
2 3/4" x 1" $8.53  $9.30  
3 1" $8.67  $9.46  
4 1-1/2" $9.20  $10.03  
5 2" $10.11  $11.02  
6 2-1/2" $11.47  $12.51  
7 3" $13.36  $14.57  
8 4" $18.98  $20.69  
9 6" $39.13  $42.66  

10 8" $73.90  $80.56  
11 10" $126.20  $137.56  

 

4.5 PROPOSED COMMODITY CHARGE 
WATER SUPPLY COST 

Table 4-6 shows the calculation of the Water Supply unit costs and total MWD water supply cost 
based on the previous efficiency standard and the new efficiency standard as of FY 2025. The total 
MWD water supply cost based on the previous efficiency standard (Line 1) is equal to the total Water 
Supply cost-of-service allocation (Table 3-15, Line 4). The water supply cost to be recovered by fixed 
meter charges (Line 2) is from Table 4-1 (Line 3). The net MWD water supply cost for each standard is 
different because it is based on annual consumption (Line 4; from Table 3-11, Line 18). The net MWD 
water supply cost (Line 3) based on the previous efficiency standard is the total MWD water supply 
cost (Line 1) less the portion of water supply costs reallocated to fixed meter charges (Line 2). The 
unit cost is calculated based on dividing the net MWD water supply cost (Line 3) by the total 
consumption (Line 4). Based on discussion with District staff, WRE assumed that under the new 
efficiency standard of 47 gpcd, customers will stay within the efficiency standards and thus reduce 
the need to purchase from MWD. Thus, the total water supply cost is reduced to reflect this savings 
and maintain the water supply unit cost under both standards. 

 
Table 4-6: Water Supply Unit Cost 

Line Water Supply Unit Cost Previous Efficiency 
Standard (55 gpcd) 

New Efficiency 
Standard (47 gpcd) 

1 Total MWD Water Supply Cost $24,092,157  $23,103,948  
2 Less Reallocated to Fixed Meter Charges ($3,120,220) ($3,120,220) 
3 Net MWD Water Supply Cost $20,971,937  $19,983,728  
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4 Total Consumption (hcf) 5,981,274  $5,699,434  
5 Water Supply Unit Cost ($/hcf) $3.51  $3.51  

 
DELIVERY COST 

The Delivery unit charge of $2.01 per hcf represents the sum of the Base and Extra Capacity unit costs 
from Table 3-17 (Lines 5 and 6) and is charged to all customer class and tiers equally.  
 
BASE POWER COST 

 
Table 4-7 shows the updated annual consumption by elevation zone. The Base Power cost represents 
the cost of transporting water in elevation zone 1, which is allocated to all customers and tiers 
equally. Since all consumption flows through Zone 1, the Base Power cost is included in the 
commodity charge and there is no additional elevation charge for Zone 1 usage. The annual 
consumption in elevation zone 1 is from Table 2-4. The updated consumption is based on the 
updated water use efficiency standard of 47 gpcd, and the reduction is only applied to zone 1. 

 
Table 4-7: Updated Annual Consumption by Elevation Zone 

Line Elevation Zone Consumption 
(hcf) 

Updated 
Consumption 

1 Zone 1 3,421,387 3,139,546 
2 Zone 2 2,161,078 2,161,078 
3 Zone 3 328,434 328,434 
4 Zone 4 70,376 70,376 
5 Total 5,981,275 5,699,434 

 
Table 4-8 shows the calculation of the Base Power unit cost. The updated annual use for zone 1 is 
from  
Table 4-7 and a breakdown of the Base Power unit cost components by component and zone is 
available in the Appendix (Table 11-3). The Base Power unit cost is calculated by dividing the total 
base power cost for Zone 1 by the amount of water usage that flows through Zone 1, in this case 
equal to total updated consumption (Table 4-7, Line 5). 
 

Table 4-8: Base Power Unit Cost 

Line Elevation 
Zone 

Updated 
Annual 

Use (hcf) 

Pump 
Station 

Cost 

Tanks 
Cost 

Energy 
Cost 

System 
Operations 

Cost 

Total 
Cost 

Flow Through 
Each Zone 

(hcf) 

Unit Base 
Power Cost 

($/hcf) 
1 Zone 1 3,139,546  1,022,982  251,424  174,429  95,644  1,544,479  5,699,434  $0.27  

 
CONSERVATION COST 

Table 4-9 shows the calculation of the Conservation unit cost. The total conservation cost (Line 3) is 
from Table 3-15 (Line 8). Based on discussion with District staff, Tier 3 usage has targeted 
conservation programs and is responsible for those costs. The remaining conservation program costs 
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are allocated to Tier 2 usage. Temporary usage also pays for the conservation costs. Thus, the total 
consumption subject to conservation costs are determined to be 593,321 hcf. The conservation unit 
cost (Line 3) is calculated by diving the total conservation cost (Line 1) by the consumption subject to 
conservation (Line 2).  
 

Table 4-9: Conservation Unit Cost 

Line Conservation Cost Allocation Amount 
1 Total Conservation Cost $1,489,500  
2 Consumption Subject to Conservation (hcf) 593,321  
3 Conservation Unit Cost ($/hcf) $2.51  

 
REVENUE NEUTRAL RATES 

The revenue neutral rate represents the cost-of-service analysis for FY 2025 but does not include the 
proposed revenue adjustments for the first year of rates in FY 2026. Table 4-10 shows the revenue 
neutral water usage charge for all customers, based on the Water Supply unit cost from Table 4-6, 
the Delivery unit cost, which includes Base and Extra Capacity costs, from Table 3-17 (sum of Lines 5 
and 6), the Base Power unit cost from Table 4-8, the Conservation unit cost from Table 4-9, and the 
Revenue Offset unit cost from Table 3-17 (Line 9).  
 
The Water Supply, Delivery, and Base Power unit costs are charged equally to all customers and tiers. 
Conservation costs are charged to Tiers 2 and 3 based on each usage share of the total conservation 
costs. The Revenue offset unit cost is only applied to Tier 1 use to enhance the affordability of 
essential uses of water. All customers benefit from this revenue offset. 
 

Table 4-10: Revenue Neutral Commodity Charge 

Line Customer Class Annual 
Use (hcf) 

Water 
Supply Delivery Base 

Power 
Conser-
vation 

Revenue 
Offset 

Revenue 
Neutral 

Rate 
1 Residential        

2 Residential Tier 1 - Efficient 4,134,097  $3.51  $2.01  $0.27  $0.00  ($1.61) $4.18  
3 Residential Tier 2 - Inefficient 428,036  $3.51  $2.01  $0.27  $1.26  $0.00  $7.04  
4 Residential Tier 3 - Excessive 246,957  $3.51  $2.01  $0.27  $2.51  $0.00  $8.29  
5         

6 Temporary Services 47,397  $3.51  $2.01  $0.27  $2.51  $0.00  $8.29  
7         

8 Commercial        

9 Commercial Tier 1 - Efficient 561,903  $3.51  $2.01  $0.27  $0.00  ($1.61) $4.18  
10 Commercial Tier 2 - Inefficient 51,456  $3.51  $2.01  $0.27  $1.26  $0.00  $7.04  
11 Commercial Tier 3 - Excessive 34,977  $3.51  $2.01  $0.27  $2.51  $0.00  $8.29  
12         

13 Irrigation        

14 Irrigation Tier 1 - Efficient 162,889  $3.51  $2.01  $0.27  $0.00  ($1.61) $4.18  
15 Irrigation Tier 2 - Inefficient 14,956  $3.51  $2.01  $0.27  $1.26  $0.00  $7.04  
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16 Irrigation Tier 3 - Excessive 16,765  $3.51  $2.01  $0.27  $2.51  $0.00  $8.29  
 
PROPOSED RATES WITH ADJUSTMENT 

Table 4-11 shows the proposed commodity charge for FY 2026 based on the revenue neutral rate 
(Table 4-10) adjusted by the proposed revenue adjustment of 9% in the first year (Table 2-17) and 
rounded up to the nearest cent. 
 

Table 4-11: Proposed Commodity Charge after Adjustment 

Line Customer Class Revenue 
Neutral Rate FY 2026 Rate Current Rate Difference ($) Difference 

(%) 
1 Residential      

2 Residential Tier 1 - Efficient $4.18  $4.56  $5.28  ($0.72) -14% 
3 Residential Tier 2 - Inefficient $7.04  $7.68  $6.51  $1.17  18% 
4 Residential Tier 3 - Excessive $8.29  $9.05  $7.92  $1.13  14% 
5       

6 Temporary Services $8.29  $9.05  $11.31  ($2.26) -20% 
7       

8 Commercial      

9 Commercial Tier 1 - Efficient $4.18  $4.56  $5.40  ($0.84) -16% 
10 Commercial Tier 2 - Inefficient $7.04  $7.68  $6.05  $1.63  27% 
11 Commercial Tier 3 - Excessive $8.29  $9.05  $8.75  $0.30  3% 
12       

13 Irrigation      

14 Irrigation Tier 1 - Efficient $4.18  $4.56  $5.69  ($1.13) -20% 
15 Irrigation Tier 2 - Inefficient $7.04  $7.68  $6.51  $1.17  18% 
16 Irrigation Tier 3 - Excessive $8.29  $9.05  $7.92  $1.13  14% 

 

4.6 PROPOSED ELEVATION CHARGE 
REVENUE NEUTRAL RATES 

The revenue neutral rate represents the cost-of-service analysis for FY 2025. Table 4-12 shows the 
revenue neutral elevation charge calculations. A breakdown of the Elevation unit cost components by 
component and zone is available in the Appendix (Table 11-3). The Elevation unit cost is calculated by 
dividing the total cost by the total flow through each zone. All water flows through Zone 1, water 
from Zones 2, 3, and 4 flows through Zone 2, and water from Zones 3 and 4 only flows through that 
specific zone. Zones 3 and 4 are adjusted based on the Zone 2 unit cost to arrive at the revenue 
neutral rate for each zone.  
 

Table 4-12: Revenue Neutral Elevation Charge 

Line 
Elevation 

Zone 
Annual 

Use (hcf) 

Pump 
Station 

Cost 

Tanks 
Cost 

Energy 
Cost 

System 
Operations 

Cost 
Total Cost 

Flow Through 
Each Zone 

(hcf) 

Unit 
Elevation 

Cost ($/hcf) 

Adjust-
ment 

Revenue 
Neutral 

Rate 

1 Zone 1 3,139,546  $1,022,982  $251,424  $174,429  $95,644  $1,544,479  5,699,434  $0.27  $0.00  $0.00  
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2 Zone 2 2,161,078  $272,762  $79,082  $398,641  $218,586  $969,071  2,559,888  $0.38  $0.00  $0.38  

3 Zone 3 328,434  $225,685  $280,792  $251,716  $138,023  $896,216  328,434  $2.73  $0.38  $3.11  

4 Zone 4 70,376  $81,405  $0  $74,158  $40,663  $196,226  70,376  $2.79  $0.38  $3.17  

5 Total 5,699,434  $1,602,834  $611,298  $898,944  $492,916  $3,605,992  8,658,131     

 
PROPOSED RATES WITH ADJUSTMENT 

Table 4-13 shows the proposed commodity charge for FY 2026 based on the revenue neutral rate 
(Table 4-12) adjusted by the proposed revenue adjustment of 9% in the first year (Table 2-17) and 
rounded up to the nearest cent. 
 

Table 4-13: Proposed Elevation Charges After Adjustment 

Line Elevation 
Zone 

Revenue 
Neutral Rate 

FY 2026 
Rate 

Current 
Rate 

Difference 
($) 

Difference 
(%) 

1 Zone 1 $0.00  $0.00  $0.00  $0.00  0% 
2 Zone 2 $0.38  $0.42  $0.59  ($0.17) -29% 
3 Zone 3 $3.11  $3.39  $1.36  $2.03  149% 
4 Zone 4 $3.17  $3.46  $2.20  $1.26  57% 

 

4.7 PROPOSED PURE WATER SUPPLY CHARGE 
Table 4-14 shows the Pure Water Supply Charge calculation for FY 2029 and FY 2030. PWP operating 
expenses (Line 1) and projected supply in AF (Line 2) are from are from Table 2-9. The projected 
supply in AF is converted to hcf in Line 3. The PWP Supply unit cost is calculated by dividing PWP 
operating expenses in each year (Line 1) by projected supply in hcf (Line 3). The PWP Supply unit cost 
with LRP is calculated by dividing PWP operating expenses (Line 1). The PWP will provide water 
supply for Tier 3, with any remaining supply for Tier 2. Tier 3 usage (Line 7) is from Table 4-10 and 
available usage for Tier 2 (Line 8) is the difference between total PWP supply (Line 6) and Tier 3 usage 
(Line 7). Remaining Tier 2 usage to be covered by MWD supply (Line 9) represents the difference 
between Tier 2 annual water use (Table 4-10) and available Tier 2 usage (Line 8). The Tier 2 Blended 
Water Supply unit cost (Line 10) is calculated by multiplying the available Tier 2 usage (Line 8) by the 
PWP Water Supply unit cost (Line 4) and the remaining Tier 2 usage (Line 9) by the MWD Water 
Supply unit cost (Table 4-6) divided by the sum of Tier 2 usage (Lines 8 and 9).  
 
The LRP Revenue Offsets (Line 13) are from Table 2-9 and total MWD consumption includes Tier 1 
usage (Table 4-10) and remaining Tier 2 usage (Line 9). The LRP Revenue Offset unit cost (Line 15) is 
calculated by dividing the LRP Revenue Offset (Line 13) by the total MWD consumption (Line 14) in 
each year.  
 
Tier 1 usage is provided by MWD supply therefore Tier 1 has no Pure Water Supply charges. The Tier 
2 and 3 Pure Water Supply charges are calculated by subtracting the MWD Water Supply unit cost 
(Table 4-6) from the Tier 2 Blended Water Supply unit cost (Line 10), rounded up to the nearest cent. 
The Tier 2 Water Supply charge also accounts for the LRP Revenue Offset unit cost (Line 15) to reduce 
rate impacts to Tier 2 usage. 
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Table 4-14: Pure Water Supply Charge  

Line PWP Water Supply Cost FY 2029 FY 2030 
1 PWP Operating Expenses $3,001,621  $3,092,706  
2 Projected Supply (AF) 1,483  1,483  
3 Projected Supply (hcf) 645,821  645,821  
4 PWP Water Supply Unit Cost ($/hcf) $4.65  $4.79  
5    

6 Total PWP Supply (hcf) 645,821  645,821  
7 Tier 3 Usage (hcf) 346,097  346,097  
8 Available for Tier 2 Usage (hcf) for PWP Supply 299,724  299,724  
9 Remaining Tier 2 Usage (hcf) for MWD Supply 194,724  194,724  

10 Tier 2 Blended Water Supply Unit Cost ($/hcf) $4.20  $4.28  
11    

12 LRP Revenue Offset Allocation   

13 LRP Revenue Offset ($251,254) ($251,254) 
14 Total MWD Consumption (hcf) 5,053,613  5,053,613  
15 LRP Revenue Offset Unit Cost ($/hcf) ($0.05) ($0.05) 
16    
17 Pure Water Supply Charge ($/hcf)   
18 Tier 1 - Efficient $0.00  $0.00  
19 Tier 2 - Inefficient $0.64  $0.73  
20 Tier 3 - Excessive $1.14  $1.28  

 

4.8 PROPOSED WATER RATE SCHEDULE 
PROPOSED FIVE-YEAR REVENUE ADJUSTMENTS 

Table 4-15 shows the revenue adjustments for the five-year period and their effective date based on 
the proposed financial plan (Table 2-17). 
 

Table 4-15: Proposed Revenue Adjustments 

Line Fiscal Year Revenue 
Adjustments 

Effective 
Date 

1 FY 2026 9% 1/1/2026 
2 FY 2027 3% 1/1/2027 
3 FY 2028 3% 1/1/2028 
4 FY 2029 3% 1/1/2029 
5 FY 2030 3% 1/1/2030 

 
PROPOSED FIVE-YEAR WATER RATE SCHEDULE 

The proposed five-year water rate schedules are based on the proposed rate structure changes, the 
cost-of-service analysis, and the proposed revenue adjustments (Table 4-15) in the five-year period. 
The proposed rates for FY 2026 through FY 2030 were calculated by increasing the FY 2025 rates by 
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the revenue adjustments, rounded up to the nearest cent. Table 4-16 shows the current and 
proposed monthly readiness to serve charges, private fire line charges, commodity charges, elevation 
charges, and pure water supply charges. Readiness to serve charges include MWD fixed charges for 
FY 2026, however proposed rates do not include any potential pass-through costs from MWD starting 
1/1/27. 
 

Table 4-16: Proposed Potable Water Rates Schedule 

Line Proposed Potable Rates As of 
1/1/25 

Effective 
1/1/26 

Effective 
1/1/27 

Effective 
1/1/28 

Effective 
1/1/29 

Effective 
1/1/30 

1 Readiness to Serve Charge       

2 3/4" $43.61  $58.79  $60.23  $61.72  $63.25  $64.83  
3 3/4" x 1" $43.61  $58.79  $60.23  $61.72  $63.25  $64.83  
4 1" $70.69  $91.88  $94.10  $96.39  $98.74  $101.17  
5 1-1/2" $138.37  $174.60  $178.76  $183.04  $187.45  $191.99  
6 2" $219.61  $273.86  $280.35  $287.03  $293.91  $301.00  
7 3" $476.83  $588.19  $602.05  $616.32  $631.02  $646.16  
8 4" $855.88  $1,051.40  $1,076.12  $1,101.58  $1,127.80  $1,154.81  
9 6" $2,169.05  $2,656.14  $2,718.48  $2,782.70  $2,848.84  $2,916.97  

10 8" $3,793.59  $4,641.38  $4,750.27  $4,862.43  $4,977.96  $5,096.95  
11 10" $5,688.89  $6,957.48  $7,120.68  $7,288.78  $7,461.92  $7,640.25  
12 Temporary 1.5x 1.0x 1.0x 1.0x 1.0x 1.0x 
13        

14 Private Fire Line Charge (New 
Charge) 

      

15 3/4" N/A $9.30  $9.58  $9.87  $10.17  $10.48  
16 3/4" x 1" N/A $9.30  $9.58  $9.87  $10.17  $10.48  
17 1" N/A $9.46  $9.75  $10.05  $10.36  $10.68  
18 1-1/2" N/A $10.03  $10.34  $10.66  $10.98  $11.31  
19 2" N/A $11.02  $11.36  $11.71  $12.07  $12.44  
20 2-1/2" N/A $12.51  $12.89  $13.28  $13.68  $14.10  
21 3" N/A $14.57  $15.01  $15.47  $15.94  $16.42  
22 4" N/A $20.69  $21.32  $21.96  $22.62  $23.30  
23 6" N/A $42.66  $43.94  $45.26  $46.62  $48.02  
24 8" N/A $80.56  $82.98  $85.47  $88.04  $90.69  
25 10" N/A $137.56  $141.69  $145.95  $150.33  $154.84  
26        

27 Commodity Charge ($/hcf)       

28 Residential Tier 1 - Efficient $5.2815  $4.56  $4.70  $4.85  $5.00  $5.15  
29 Residential Tier 2 - Inefficient $6.51  $7.68  $7.92  $8.16  $8.41  $8.67  
30 Residential Tier 3 - Excessive $7.92  $9.05  $9.33  $9.61  $9.90  $10.20  
31        

32 Temporary Services $11.31  $9.05  $9.33  $9.61  $9.90  $10.20  

 
15 Weighted average of Residential Tier 1 – Indoor Efficient and Residential Tier 2 – Outdoor Efficient charge  
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33        

34 Commercial Tier 1 - Efficient $5.40  $4.56  $4.70  $4.85  $5.00  $5.15  
35 Commercial Tier 2 - Inefficient $6.05  $7.68  $7.92  $8.16  $8.41  $8.67  
36 Commercial Tier 3 - Excessive $8.75  $9.05  $9.33  $9.61  $9.90  $10.20  
37        

38 Irrigation Tier 1 - Efficient $5.69  $4.56  $4.70  $4.85  $5.00  $5.15  
39 Irrigation Tier 2 - Inefficient $6.51  $7.68  $7.92  $8.16  $8.41  $8.67  
40 Irrigation Tier 3 - Excessive $7.92  $9.05  $9.33  $9.61  $9.90  $10.20  
41        

42 Elevation Charge ($/hcf)       

43 Zone 1 $0.00  $0.00  $0.00  $0.00  $0.00  $0.00  
44 Zone 2 $0.59  $0.42  $0.44  $0.46  $0.48  $0.50  
45 Zone 3 $1.36  $3.39  $3.50  $3.61  $3.72  $3.84  
46 Zone 4 $2.20  $3.46  $3.57  $3.68  $3.80  $3.92  
47        

48 Pure Water Supply Charge 
($/hcf) 

      

49 Tier 1 - Efficient     $0.00  $0.00  
50 Tier 2 - Inefficient     $0.64  $0.73  
51 Tier 3 - Excessive     $1.14  $1.28  

 

4.9 CUSTOMER IMPACTS 
Table 4-17 shows the proposed monthly bill impacts for a residential customer with a 3/4” meter, 
which is the most common meter size, at various levels of monthly usage based on 3 people per 
household and a landscape area of 7,600 square feet. The efficient usage for this customer would be 
29 hcf per month. If they stay within the efficient allocation, the monthly impact will be -$12.01 or -
6% for bills in FY 2026.  
 

Table 4-17: Proposed Residential Customer Impacts (3/4 inch meters) 

Line Residential Monthly 
Usage (hcf) Current Bill Proposed Bill Difference ($) Difference 

(%) 
1 17 $134.76  $136.31  $1.55  1% 
2 25 $180.28  $172.79  ($7.49) -4% 
3 29 $203.04  $191.03  ($12.01) -6% 
4 36 $248.61  $244.79  ($3.82) -2% 
5 51 $356.13  $369.58  $13.45  4% 
6 65 $467.01  $496.28  $29.27  6% 

 
Table 4-18 shows the proposed monthly bill impacts for a commercial customer with a 3/4” meter, 
which is the most common meter size, and an assumed efficient usage of 100 hcf per month. For the 
commercial customer with this meter size that uses 70 hcf of water a month, the monthly impact will 
be -$43.62 or -10% for bills in FY 2026.  
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Table 4-18: Proposed Commercial Customer Impacts (3/4 inch meters) 

Line Commercial Monthly 
Usage (hcf) Current Bill Proposed Bill Difference ($) Difference 

(%) 
1 25 $178.61  $172.79  ($5.82) -3% 
2 50 $313.61  $286.79  ($26.82) -9% 
3 70 $421.61  $377.99  ($43.62) -10% 
4 100 $583.61  $514.79  ($68.82) -12% 
5 150 $886.11  $898.79  $12.68  1% 
6 200 $1,323.61  $1,351.29  $27.68  2% 
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5. RECYCLED WATER FINANCIAL PLAN 
5.1 FINANCIAL PLAN METHODOLOGY 
The purpose of a financial plan is to project revenues, expenses, cash flows, reserve balances, and 
debt coverage over a multi-year period to assess financial sufficiency and performance and to 
determine the amount of required rate revenue. For this study, the planning period is from FY 2026 
through FY 2030; data for FY 2025 is shown when needed to represent actual or budgeted data 
inputs. The key steps in developing a financial plan for a recycled water enterprise are below: 

 Revenue projections: Annual revenues from rates and other miscellaneous sources are 
projected over the planning period. Rate revenues are projected based on current rates to 
establish baseline revenues from which the need for additional rate increases can be 
evaluated. 

 Expense projections: Annual expenses are projected over the study period, including O&M 
expenses, debt service, and CIP costs. CIP funding options (grants, debt, etc.) are evaluated. 

 Financial policy evaluation: Key financial policies include debt coverage requirements and 
reserve targets. Debt coverage requirements are typically explicitly stated in official 
agreements on outstanding debt issuances. Reserve targets are typically set by an agency’s 
elected officials and may need to be periodically evaluated and updated. 

 Status quo financial plan projections: Cash flow, reserve balances, and debt coverage are 
projected over the study period in the absence of additional rate increases (this scenario is 
called the “status quo”). Projected reserve balances and debt coverage are then compared to 
the agency’s financial policy requirements and targets. The status quo financial plan provides 
a baseline to evaluate the need for rate increases. 

 Proposed financial plan projections: The magnitude and timing of annual proposed revenue 
increases over the study period are evaluated and determined based on the agency’s financial 
policies, financial performance, and policy objectives. Proposed rate increases (referred to as 
“revenue adjustments”) should generate sufficient revenue to recover the agency’s expenses, 
maintain adequate reserves, and meet all debt coverage requirements. The proposed financial 
plan determines the total annual rate revenue requirement over the study period.  

 

5.2 REVENUES 
CURRENT RECYCLED WATER RATES 

The District’s current recycled water rate structure includes a fixed monthly readiness to serve charge 
based on meter size, and a commodity charge per hundred cubic feet (hcf) of water usage based on 
water use tier, and an elevation charge per hcf based on elevation zone. Table 5-1 shows the current 
recycled water rates for FY 2024 and FY 2025 effective 1/1/24 and 1/1/25, as well as the effective 
fiscal year recycled water rates for FY 2025 and FY 2026.  
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Table 5-1: Current Recycled Water Rates 

Line Current Recycled Rates As of 1/1/24 As of 1/1/25 Effective FY 
2025 Rates 

Effective FY 
2026 Rates 

1 Readiness to Serve Charge     

2 3/4" $36.28  $39.19  $37.74  $39.19  
3 3/4" x 1" $36.28  $39.19  $37.74  $39.19  
4 1" $58.36  $63.03  $60.70  $63.03  
5 1-1/2" $113.50  $122.58  $118.04  $122.58  
6 2" $179.71  $194.09  $186.90  $194.09  
7 3" $389.31  $420.46  $404.89  $420.46  
8 4" $698.19  $754.05  $726.12  $754.05  
9 6" $1,768.29  $1,909.76  $1,839.03  $1,909.76  

10 8" $3,092.10  $3,339.47  $3,215.79  $3,339.47  
11 10" $4,636.56  $5,007.49  $4,822.03  $5,007.49  
12 Temporary 1.5x  1.5x  1.5x  1.0x  
13      

14 Commodity Charge ($/hcf)     

15 Tier 1 - Efficient $1.57  $1.70  $1.64  $1.70  
16 Tier 2 - Inefficient $3.30  $3.57  $3.44  $3.57  
17 Tier 3 - Excessive $6.27  $6.78  $6.53  $6.78  
18 Temporary Services $9.41  $10.17  $9.79  $10.17  
19      

20 Elevation Charge ($/hcf)     

21 Las Virgenes Valley $0.00  $0.00  $0.00  $0.00  
22 East/West $0.39  $0.43  $0.41  $0.43  

 
CUSTOMER ACCOUNTS AND USAGE 

This section details the customer accounts and recycled water usage for all years of the study, which 
are referred to as the units of service. Units of service represent the quantity of billing units that are 
subject to the District’s recycled water rates and charges. 
 
Table 5-2 shows the projected number of meters for the study period. District staff provided actual 
data for FY 2024; this study assumes no growth in metered connections throughout the period. The 
number of metered connections by meter size is the unit of service for the District’s readiness to 
serve charge. 
 

Table 5-2: Projected Customer Accounts by Meter Size 

Line Meter Size FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1        

2 Permanent Meters       

3 3/4" 1  1  1  1  1  1  
4 3/4" x 1" 11  11  11  11  11  11  
5 1" 63  63  63  63  63  63  
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6 1-1/2" 205  205  205  205  205  205  
7 2" 354  354  354  354  354  354  
8 3" 6  6  6  6  6  6  
9 4" 4  4  4  4  4  4  

10 6" 5  5  5  5  5  5  
11 8" 0  0  0  0  0  0  
12 10" 1  1  1  1  1  1  
13 Subtotal 650  650  650  650  650  650  
14        

15 Temporary 0  0  0  0  0  0  
16 3/4" 0  0  0  0  0  0  
17 3/4" x 1" 0  0  0  0  0  0  
18 1" 0  0  0  0  0  0  
19 1-1/2" 0  0  0  0  0  0  
20 2" 0  0  0  0  0  0  
21 3" 50  50  50  50  50  50  
22 4" 0  0  0  0  0  0  
23 6" 0  0  0  0  0  0  
24 8" 0  0  0  0  0  0  
25 10" 0  0  0  0  0  0  
26 Subtotal 50  50  50  50  50  50  

 
Table 5-3 shows the recycled water demand growth assumptions for the study period. WRE worked 
with District staff to determine the most appropriate estimates for annual water usage. Based on the 
District’s adopted FY 2025 budget, the District is projected a 4.5% recycled water usage increase in FY 
2025 compared to FY 2024. Consumption for FY 2026 through FY 2030 is assumed to be the same as 
FY 2025. 
 

Table 5-3: Recycled Water Demand Growth Assumptions 

Line Recycled Water 
Demand Growth FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 

1 All Customers 4.5% 0.0% 0.0% 0.0% 0.0% 0.0% 
 
Table 5-4 shows the projected recycled water usage for each year based on the water demand 
growth assumptions (Table 5-3). District staff provided actual water usage for FY 2024.  
 

Table 5-4: Projected Customer Recycled Water Usage (hcf) 

Line Water Usage (hcf) FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 All Customers       

2 Tier 1 - Efficient 1,001,100  1,001,100  1,001,100  1,001,100  1,001,100  1,001,100  
3 Tier 2 - Inefficient 105,931  105,931  105,931  105,931  105,931  105,931  
4 Tier 3 - Excessive 95,158  95,158  95,158  95,158  95,158  95,158  
5 Subtotal 1,202,189  1,202,189  1,202,189  1,202,189  1,202,189  1,202,189  
6        
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7 Temporary Services 188  188  188  188  188  188  
8        

9 Elevation Zone       

10 Las Virgenes Valley 72,675  72,675  72,675  72,675  72,675  72,675  
11 East/West 1,129,514  1,129,514  1,129,514  1,129,514  1,129,514  1,129,514  
12 Subtotal 1,202,189  1,202,189  1,202,189  1,202,189  1,202,189  1,202,189  
13        

14 Elevation Zone - Temporary       
15 Las Virgenes Valley 0  0  0  0  0  0  
16 East/West 188  188  188  188  188  188  
17 Subtotal 188  188  188  188  188  188  
 
REVENUES FROM CURRENT RATES 

Table 5-5 shows the calculated recycled water rate revenues for the study period based on the 
current effective recycled water rates and the projected units of service. The readiness to serve 
revenue (Line 1) is calculated by multiplying the effective monthly readiness to serve charge (Table 
5-1) by the projected meter connections (Table 5-2, Lines 2-13) for a period of 12 months. The 
commodity charge revenue (Line 2) is calculated by multiplying the effective commodity charge 
(Table 5-1) by the projected water usage (Table 5-4, Lines 1-5) in each year. The elevation zone 
revenue (Line 3) is calculated by multiplying the effective elevation zone charge (Table 5-1) by the 
projected water usage (Table 5-4, Lines 9-12). The temporary services revenue (Line 4) is calculated 
by multiplying the effective readiness to serve charge (Table 5-1) by the projected temporary meter 
connections (Table 5-2, Lines 15-26) and the temporary multiplier (Table 5-1, Line 12) for a period of 
12 months, multiplying the effective commodity charge (Table 5-1, Line 18) by the projected 
temporary water usage (Table 5-4, Line 7), and multiplying the effective elevation zone charge (Table 
5-1) by the projected temporary water usage (Table 5-4, Lines 14-17) and temporary multiplier (Table 
5-1, Line 12). The sum of temporary services readiness to serve, commodity, and elevation zone 
revenue is multiplied by an adjustment factor since temporary meters are not active for the whole 
year. 
 

Table 5-5: Calculated Rate Revenues at Current Rates 

Line Calculated Rate Revenues FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Readiness to Serve Revenue $1,610,791  $1,672,754  $1,672,754  $1,672,754  $1,672,754  $1,672,754  
2 Commodity Revenue $2,623,418  $2,727,127  $2,727,127  $2,727,127  $2,727,127  $2,727,127  
3 Elevation Zone Revenue $463,217  $485,813  $485,813  $485,813  $485,813  $485,813  
4 Temporary Services Revenue $30,529  $31,704  $31,704  $31,704  $31,704  $31,704  
5 Total Rate Revenue $4,727,955  $4,917,398  $4,917,398  $4,917,398  $4,917,398  $4,917,398  

 
REVENUE SUMMARY 

Table 5-6 shows the summary of projected revenues for the study period. District staff provided the 
budgeted revenues for FY 2025 and FY 2026; all other years are projected based on the relevant 
assumptions or calculations. Recycled water rate revenues (Line 3) are from Table 5-5 (Line 5), 
respectively. Miscellaneous revenues (Line 2, 4, and 5) are calculated based on a 2% escalation rate. 
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Interest Income (Line 8) is calculated based on ending fund balances and a 2% interest rate for FY 
2027 through FY 2030. All other revenues are non-inflated (Line 9).  
 

Table 5-6: Revenue Summary 

Line Revenues FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Operating Revenue $5,406,556  $5,675,621  $5,690,785  $5,706,253  $5,722,030  $5,738,123  
2 2% Late Fees                   $20,000  $20,000  $20,400  $20,808  $21,224  $21,649  
3 Total RW Revenue $4,727,955  $4,917,398  $4,917,398  $4,917,398  $4,917,398  $4,917,398  
4 Other Income from Ops          $10,000  $15,000  $15,300  $15,606  $15,918  $16,236  

5 Wholesale RW Rate 
Adjustment   $648,601  $723,223  $737,687  $752,441  $767,490  $782,840  

6        

7 Non-Operating Revenue $409,853  $432,327  $446,779  $434,724  $399,911  $358,252  
8 Int On Investments & Savings   $364,906  $364,906  $379,358  $367,303  $332,490  $290,831  
9 Contrib Rev-Conn Fees          $44,947  $67,421  $67,421  $67,421  $67,421  $67,421  

10        

11 TOTAL REVENUES $5,816,409  $6,107,948  $6,137,564  $6,140,977  $6,121,941  $6,096,375  
 

5.3 OPERATING EXPENSES 
WRE worked with District staff to determine the most appropriate escalation factors for various 
operating expense categories in the District’s budget. Table 2-7 shows the expense escalation factors 
used to inflate O&M expenses in FY 2026 through FY 2030. 
 

Table 5-7: Expense Escalation Factors 

Line Expense Escalation Factor FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 General 4.0% 4.0% 4.0% 4.0% 4.0% 
2 Salaries 5.0% 5.0% 5.0% 5.0% 5.0% 
3 Benefits 8.0% 8.0% 8.0% 8.0% 8.0% 
4 Chemicals 5.0% 5.0% 5.0% 5.0% 5.0% 
5 Energy/Utilities 10.0% 10.0% 10.0% 10.0% 10.0% 
6 Capital 4.0% 4.0% 4.0% 4.0% 4.0% 
7 Water Supply 7.0% 7.0% 7.0% 7.0% 7.0% 
8 Non-Inflated/Passthrough 0.0% 0.0% 0.0% 0.0% 0.0% 
 
Error! Reference source not found. shows the projected O&M expenses for the study period. District 
staff provided the budgeted O&M expenses for FY 2025 and FY 2026. The budgeted values are 
escalated each year based on the escalation factors in Table 5-7. Most of the District’s O&M expenses 
are fixed, meaning that the costs do not fluctuate based on the amount of water sold. The only true 
variable expense is the costs of water purchased from the JPA or supplemented with potable water 
(Lines 1-2). The cost of water purchases represents most of the recycled O&M expenses, on average 
81% throughout the study period.  
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Table 5-8: Operating Expenses 

Line Operating Expenses FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Purch Water-JV RW System      $2,523,025  $2,609,184  $2,791,827  $2,987,255  $3,196,363  $3,420,108  
2 Purch Wtr-LV Potable Supp      $975,000  $990,000  $1,059,300  $1,133,451  $1,212,793  $1,297,688  
3 Labor                          $389  $401  $421  $442  $464  $487  
4 Energy                         $7,221  $7,581  $8,339  $9,173  $10,090  $11,099  
5 Permits and Fees               $15,000  $15,000  $15,600  $16,224  $16,873  $17,548  
6 Rental Charges-Fac Repl        $863  $863  $898  $933  $971  $1,010  
7 Back Flow Protection           $1,250  $1,250  $1,300  $1,352  $1,406  $1,462  
8 Allocated Support Services     $224,685  $209,463  $217,842  $226,555  $235,617  $245,042  
9 Allocated Operating Services   $680,296  $681,488  $708,748  $737,097  $766,581  $797,245  

10        

11 Total Operating Expense $4,427,729  $4,515,230  $4,804,274  $5,112,483  $5,441,158  $5,791,689  
 

5.4 DEBT SERVICE 
Table 5-9 shows the District’s existing annual debt service for the study period provided by District 
staff. The District currently has no existing recycled water debt service; however the recycled water 
enterprise is responsible for a portion of PWP debt service, based on District allocation data.  
 

Table 5-9: Existing Debt Service 

Line Debt Service FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Existing Debt Service $0 $0 $0 $0 $0 $0 
2 Pure Water Debt Service $0  $244,534  $1,263,420  $3,180,757  $4,498,254  $5,150,662  
3 Total Debt Service $0  $244,534  $1,263,420  $3,180,757  $4,498,254  $5,150,662  

 

5.5 CAPITAL IMPROVEMENT PLAN 
CAPITAL IMPROVEMENT PROJECTS 

The District provided a 10-year CIP plan, the relevant six years costs are shown in Table 5-10. The 
total CIP for the next six years is $6.8 million. 
 

Table 5-10: Capital Improvement Projects 

Line Capital Improvement Projects 
Project 

No. 
FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 

1 RW Replacement        

2 Calabasas Park Recycled Water Main Extension 10666 $1,733,902  $0  $0  $0  $0  $0  
3 Recycled Water Tank Rehabilitation 10811 $0  $372,768  $0  $0  $0  $0  
4 Recycled Water Tank Rehabilitation - Parkway Tank 10849 $423,886  $0  $0  $0  $0  $0  
5 Reclaimed Valve Box Raising and Repairs 10851 $35,300  $35,300  $0  $0  $0  $0  

6 
Upgrade Wireless Communications Backhaul System 
(RW) 10852 $49,420  $49,420  $141,200  $70,600  $70,600  $0  

7 Indian Hills 201976 $0  $669,288  $404,369  $0  $0  $0  
8 RW Pipeline Replacement 202518 $0  $0  $498,436  $747,654  $747,654  $747,654  
9 RW Replacement Total  $2,242,508  $1,126,776  $1,044,005  $818,254  $818,254  $747,654  

10         
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11 Total Infrastructure Improvement Program  $2,242,508  $1,126,776  $1,044,005  $818,254  $818,254  $747,654  

 
CAPITAL FINANCING PLAN 

Table 5-11 shows the capital financing plan. The capital execution rate for each year (Line 1) is 
multiplied by the total infrastructure improvement program costs (Table 5-10, Line 11) to arrive at 
the executed infrastructure improvement program costs (Line 3). The executed infrastructure 
program costs (Line 3) are then smoothed out over the study period (Line 6) to avoid large variations 
in capital costs year to year. All capital projects costs will be funded by recycled water rates or 
reserves (Line 11). Unfunded CIP (Line 12) represents the difference between total infrastructure 
improvement program costs (Table 5-10, Line 11) and smoothed out costs (Line 6). The rate funded 
CIP for the recycled water portion of PWP costs is also shown below based on staff input (Line 16). 
  

Table 5-11: Capital Financing Plan 

Line Capital Financing Plan FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Capital Execution Rate 40% 100% 100% 100% 100% 100% 
2        

3 Total Infrastructure Improvement Program - Executed $897,003  $1,126,776  $1,044,005  $818,254  $818,254  $747,654  
4        

5 Capital Execution Rate - Smoothed Out      

6 RW Replacement Total $897,003  $838,395  $838,395  $838,395  $838,395  $838,395  
7        

8 Capital Financing Plan - RW Replacement      

9 Debt Funded CIP $0  $0  $0  $0  $0  $0  
10 Grant Funded CIP $0  $0  $0  $0  $0  $0  
11 Rate Funded CIP $897,003  $838,395  $838,395  $838,395  $838,395  $838,395  
12 Unfunded CIP $0  ($288,381) ($205,609) $20,141  $20,141  $90,741  
13 Total - Capital Financing Plan - RW Replacement $897,003  $550,015  $632,786  $858,537  $858,537  $929,137  
14        

15 Capital Financing Plan - PWP Portion     

16 Rate Funded CIP $4,500,000  $5,500,000  $0  $0  $0  $0  
 

5.6 FINANCIAL POLICIES 
RESERVE POLICY 

The District’s current reserve policy maintains cash on hand to meet short-term cash imbalances and 
execute CIP projects. 
 
The District currently has an adopted reserve policy that consists of the following components: 

 Operating Fund Target: 25% of annual O&M budget 
 Capital Replacement Fund Target: 3 years of annual depreciation  

The reserve target for the study period ranges from approximately $7.8 to $8.7 million in the 
District’s reserve funds. 
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DEBT COVERAGE REQUIREMENT 

The District is currently working on closing a State Revolving Fund loan for its Pure Water Las 
Virgenes-Triunfo project. That loan’s debt coverage requirement is 120% of the 5-year maximum 
annual debt service (MADS) for PWP debt service. To meet coverage requirements for PWP debt 
service, net revenues (revenues less operating expenses) must be 120% or more of maximum annual 
debt service within the next 5-year period, including both existing and PWP debt service. To meet 
coverage requirements for other existing debt service, net revenues (revenues less operating 
expenses) must be 120% or more of annual debt service, including both existing and PWP debt 
service. However, the Board’s adopted policy principle targets a desired debt coverage requirement 
of 150%. A higher coverage ratio would typically result in higher credit rating and lower interest rates. 
The District’s ability to meet debt coverage requirements for PWP and other existing debt service will 
be determined based on the combined financial performance of all three utilities in the sanitation 
financial plan section (Table 8-13 and Table 8-18).  
 

5.7 STATUS QUO FINANCIAL PLAN 
STATUS QUO CASH FLOW PROJECTIONS 

Table 5-12 shows the cash flow projections for the status quo financial plan. Revenues16 (Lines 1-8) 
are from Table 5-6. Miscellaneous revenues include 2% Late Fees, Other Income from Ops, and the 
Wholesale RW Rate Adjustment. Operating expenses (Lines 10-13) are from Table 5-8. Net operating 
revenue (Line 15) is equal to the difference between total revenues (Line 8) and total expenses (Line 
13). Existing debt service (Lines 18-19) is from Table 5-9. Rate funded CIP (Line 25) is the total rate 
funded replacement infrastructure improvement program costs from Table 5-11 (Line 6). Rate funded 
PWP CIP (Line 26) is the portion of PWP CIP funded by rates or reserves from Table 5-11 (Line 16). 
Net cash flow (Line 29) is equal to the net operating revenue (Line 15) less debt service (Line 21) and 
the rate funded CIP (Line 27). Debt proceeds and debt funded CIP are not included in the cash flow 
projections. 
 
The net operating revenue in this scenario is positive for all years, meaning that the District’s current 
revenues are sufficient to fund its operating expenses in the near future. However, the net cash flow 
in the status quo scenario is negative for FY 2025 through FY 2030, meaning that the District’s current 
revenues are not sufficient to fund its debt service and annual CIP. 
 
 

 
16 Interest income (Line 7) is different in the status quo financial plan scenario because it is based on projected fund 
balances. The status quo scenario results in lower fund balances; therefore, the District has less interest income. Table 5-6 
shows the interest income for the proposed financial plan scenario. 
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Table 5-12: Projected Cash Flows (Status Quo Financial Plan) 

Line Cash Flow Projections FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Revenues       

2 Rate Revenues at Existing Rates $4,727,955  $4,917,398  $4,917,398  $4,917,398  $4,917,398  $4,917,398  
3 Revenue Adjustments $0  $0  $0  $0  $0  $0  
4 Connection Fees $44,947  $67,421  $67,421  $67,421  $67,421  $67,421  
5 Miscellaneous Revenues $678,601  $758,223  $773,387  $788,855  $804,632  $820,725  
6 All Other Revenues $0  $0  $0  $0  $0  $0  
7 Interest Income $364,906  $364,906  $364,252  $326,478  $249,545  $144,900  
8 Subtotal - Revenues $5,816,409  $6,107,948  $6,122,458  $6,100,152  $6,038,996  $5,950,444  
9        

10 Operating Expenses       

11 Operating Expenses $929,704  $916,046  $953,147  $991,777  $1,032,003  $1,073,893  
12 Purchased Water Expenses $3,498,025  $3,599,184  $3,851,127  $4,120,706  $4,409,155  $4,717,796  
13 Subtotal - Operating Expenses $4,427,729  $4,515,230  $4,804,274  $5,112,483  $5,441,158  $5,791,689  
14        

15 Net Revenue $1,388,680  $1,592,718  $1,318,184  $987,669  $597,838  $158,754  
16        

17 Debt Service       
18 Existing Debt Service $0  $0  $0  $0  $0  $0  
19 Pure Water Debt Service $0  $244,534  $1,263,420  $3,180,757  $4,498,254  $5,150,662  
20 Proposed Debt Service $0  $0  $0  $0  $0  $0  
21 Subtotal - Debt Service $0  $244,534  $1,263,420  $3,180,757  $4,498,254  $5,150,662  
22        

23 Capital Projects       

24 Grant Funded CIP $0  $0  $0  $0  $0  $0  
25 Rate Funded CIP $897,003  $838,395  $838,395  $838,395  $838,395  $838,395  
26 PWP - Rate Funded $4,500,000  $5,500,000  $0  $0  $0  $0  
27 Subtotal - Capital Projects $5,397,003  $6,338,395  $838,395  $838,395  $838,395  $838,395  
28        

29 Net Cash Flow ($4,008,323) ($4,990,212) ($783,631) ($3,031,483) ($4,738,812) ($5,830,303) 
 



Las Virgenes Municipal Water District  
2025 Potable Water, Recycled Water, and Sanitation Cost of Service and Rate Study 
 

Water Resources Economics 
93 

STATUS QUO FUND BALANCE PROJECTIONS 

Table 5-13 shows the operating, capital replacement, and construction fund balance projections for the status quo financial plan. Based on 
the sources (revenues) and uses (operating expenses, debt service, and transfer to or from the capital replacement fund) of operating 
funds, the District’s total operating balances will be approximately -$5.4 million at the end of the study in FY 2030. Based on the sources 
(transfer to or from the operating fund, revenues, and debt proceeds) and uses (debt funded CIP, grant funded CIP, rate funded CIP, and 
PWP rate funded CIP) of replacement funds, the District’s total capital replacement balances will be approximately $8.5 million at the end 
of the study in FY 2030. Based on the sources (connection fee revenues) and uses (connection fee funded CIP) of construction funds, the 
District’s total construction balance will be approximately $1.3 million at the end of the study in FY 2030.  
 
The District’s construction fund balances are restricted for connection fees and connection fee funded capital projects, of which the District 
is projecting no connection fee funded capital projects for the study period. The District’s unrestricted fund balance (Line 52) which will be 
used to meet reserve requirements is calculated by adding the operating fund balance ending balance (Line 17) and replacement fund 
ending balance (Line 36). The District’s total unrestricted fund balance will be approximately $3.1 million at the end of the study in FY 2030, 
representing a $19.8 million reduction from FY 2025 fund balances.  
 

Table 5-13: Projected Fund Balances (Status Quo Financial Plan) 

Line Projected Fund Balances FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Recycled Water Operating       

2 Beginning Balance $3,833,983  $4,863,162  $5,829,371  $5,565,281  $3,063,730  ($1,134,551) 
3  

      
4 Sources of Funds       
5 Rate Revenues $4,727,955  $4,917,398  $4,917,398  $4,917,398  $4,917,398  $4,917,398  
6 Revenue Adjustments $0  $0  $0  $0  $0  $0  
7 Non-Rate Revenues $678,601  $758,223  $773,387  $788,855  $804,632  $820,725  
8 Interest Income $50,352  $50,352  $112,818  $85,436  $19,101  ($64,733) 
9 Subtotal - Sources of Funds $5,456,909  $5,725,973  $5,803,604  $5,791,689  $5,741,131  $5,673,390  

10  
      

11 Uses of Funds       
12 Operating Expenses $4,427,729  $4,515,230  $4,804,274  $5,112,483  $5,441,158  $5,791,689  
13 Debt Service $0  $244,534  $1,263,420  $3,180,757  $4,498,254  $5,150,662  
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14 Transfer (from)/to Replacement17 $0  $0  $0  $0  $0  ($1,000,000) 
15 Subtotal - Uses of Funds $4,427,729  $4,759,764  $6,067,694  $8,293,240  $9,939,413  $9,942,351  
16  

      
17 Ending Balance $4,863,162  $5,829,371  $5,565,281  $3,063,730  ($1,134,551) ($5,403,513) 
18  

      
19 Recycled Water Replacement       
20 Beginning Balance $23,128,314  $18,035,059  $12,000,412  $11,393,641  $10,774,734  $10,143,449  
21  

      
22 Sources of Funds       
23 Standby Charge Revenue $0  $0  $0  $0  $0  $0  
24 Transfer from/(to) Operation $0  $0  $0  $0  $0  ($1,000,000) 
25 Debt Proceeds $0  $0  $0  $0  $0  $0  
26 Interest Income $303,748  $303,748  $231,624  $219,489  $207,111  $184,485  
27 Subtotal - Sources of Funds $303,748  $303,748  $231,624  $219,489  $207,111  ($815,515) 
28  

      
29 Uses of Funds       
30 Debt Funded CIP $0  $0  $0  $0  $0  $0  
31 Grant Funded CIP $0  $0  $0  $0  $0  $0  
32 Rate Funded CIP $897,003  $838,395  $838,395  $838,395  $838,395  $838,395  
33 PWP - Rate Funded $4,500,000  $5,500,000  $0  $0  $0  $0  
34 Subtotal - Uses of Funds $5,397,003  $6,338,395  $838,395  $838,395  $838,395  $838,395  
35  

      
36 Ending Balance $18,035,059  $12,000,412  $11,393,641  $10,774,734  $10,143,449  $8,489,539  
37  

      
38 Recycled Water Construction       
39 Beginning Balance $822,760  $878,512  $956,739  $1,043,969  $1,132,943  $1,223,697  
40  

      
41 Sources of Funds       
42 Connection Fees $44,947  $67,421  $67,421  $67,421  $67,421  $67,421  
43 Interest Income $10,805  $10,805  $19,809  $21,554  $23,333  $25,148  

 
17 Exact transfers (from)/ to Replacement may vary 
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44 Subtotal - Sources of Funds $55,752  $78,226  $87,230  $88,975  $90,754  $92,569  
45  

      
46 Uses of Funds       
47 Rate Funded CIP $0  $0  $0  $0  $0  $0  
48 Subtotal - Uses of Funds $0  $0  $0  $0  $0  $0  
49  

      
50 Ending Balance $878,512  $956,739  $1,043,969  $1,132,943  $1,223,697  $1,316,266  
51        
52 Total Unrestricted Ending Balance $22,898,221  $17,829,783  $16,958,922  $13,838,464  $9,008,898  $3,086,026  
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STATUS QUO FINANCIAL PERFORMANCE 

The District’s financial performance is evaluated based on the reserve targets and debt coverage requirements, as shown in Table 5-14. 
Under the status quo financial plan, the District will not meet its reserve targets starting in FY 2030. 
 

Table 5-14: Forecasted Financial Performance (Status Quo Financial Plan) 

Line Financial Performance FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Existing Reserve Targets       

2 Recycled Water Operating $1,106,932  $1,128,808  $1,201,068  $1,278,121  $1,360,290  $1,447,922  
3 Recycled Water Replacement $6,553,734  $6,684,809  $6,818,505  $6,954,875  $7,093,972  $7,235,852  
4 Total Target $7,660,666  $7,813,616  $8,019,573  $8,232,996  $8,454,262  $8,683,774  
5 Total Reserve Balance $22,898,221  $17,829,783  $16,958,922  $13,838,464  $9,008,898  $3,086,026  
6 Meets Target? Yes Yes Yes Yes Yes No 
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Figure 5-1 shows the comparison of revenues and the revenue requirement for the status quo 
scenario. The stacked bars represent the revenue requirements, or costs: teal for O&M expenses, 
green for debt service, and blue for rate funded CIP. The District will not be adding to its reserves 
(grey bars) in this scenario. The current revenue, shown as a solid line, is lower than the revenue 
requirements in all years of the study period, meaning that revenues are insufficient to fund 
necessary costs. 
 

Figure 5-1: Revenue Requirements vs. Revenues (Status Quo Financial Plan) 

 
 
Figure 5-2 shows the fund balance projections in the status quo financial plan. The District’s ending 
balance (green bars) will not meet the reserve targets (dashed line) starting in FY 2030.  
 

Figure 5-2: Projected Fund Balances (Status Quo Financial Plan) 
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5.8 PROPOSED FINANCIAL PLAN 
PROPOSED FINANCIAL PLAN 

The proposed financial plan includes five years of revenue adjustments, shown in Table 5-15.  
 

Table 5-15: Proposed Financial Plan 

Line Fiscal Year Revenue 
Adjustments 

Effective 
Month 

1 FY 2026 12% January 
2 FY 2027 12% January 
3 FY 2028 12% January 
4 FY 2029 15% January 
5 FY 2030 15% January 

 
PROPOSED CASH FLOW PROJECTIONS 

Table 5-16 shows the cash flow projections for the status quo financial plan. Revenues18 (Lines 1-8) 
are from Table 5-6. Miscellaneous revenues include 2% Late Fees, Other Income from Ops, and the 
Wholesale RW Rate Adjustment. Operating expenses (Lines 10-13) are from Table 5-8. Net operating 
revenue (Line 15) is equal to the difference between total revenues (Line 8) and total expenses (Line 
13). Existing debt service (Lines 18-19) is from Table 5-9. Rate funded CIP (Line 25) is the total rate 
funded replacement infrastructure improvement program costs from Table 5-11 (Line 6). Rate funded 
PWP CIP (Line 26) is the portion of PWP CIP funded by rates or reserves from Table 5-11 (Line 16). 
Net cash flow (Line 29) is equal to the net operating revenue (Line 15) less debt service (Line 21) and 
the rate funded CIP (Line 27). Debt proceeds and debt funded CIP are not included in the cash flow 
projections. 
 
 
 
 

 
18 Interest income (Line 7) is different in the status quo financial plan scenario because it is based on projected fund 
balances. The status quo scenario results in lower fund balances; therefore, the District has less interest income. Table 5-6 
shows the interest income for the proposed financial plan scenario. 
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Table 5-16: Projected Cash Flows (Proposed Financial Plan) 

Line Cash Flow Projections FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Revenues       

2 Rate Revenues at Existing Rates $4,727,955  $4,917,398  $4,917,398  $4,917,398  $4,917,398  $4,917,398  
3 Revenue Adjustments $0  $295,044  $920,537  $1,621,089  $2,509,336  $3,623,346  
4 Connection Fees $44,947  $67,421  $67,421  $67,421  $67,421  $67,421  
5 Miscellaneous Revenues $678,601  $758,223  $773,387  $788,855  $804,632  $820,725  
6 All Other Revenues $0  $0  $0  $0  $0  $0  
7 Interest Income $364,906  $364,906  $379,358  $367,303  $332,490  $290,831  
8 Subtotal - Revenues $5,816,409  $6,402,992  $7,058,101  $7,762,066  $8,631,277  $9,719,721  
9        

10 Operating Expenses       

11 Operating Expenses $929,704  $916,046  $953,147  $991,777  $1,032,003  $1,073,893  
12 Purchased Water Expenses $3,498,025  $3,599,184  $3,851,127  $4,120,706  $4,409,155  $4,717,796  
13 Subtotal - Operating Expenses $4,427,729  $4,515,230  $4,804,274  $5,112,483  $5,441,158  $5,791,689  
14        

15 Net Revenue $1,388,680  $1,887,762  $2,253,827  $2,649,583  $3,190,119  $3,928,032  
16        

17 Debt Service       
18 Existing Debt Service $0  $0  $0  $0  $0  $0  
19 Pure Water Debt Service $0  $244,534  $1,263,420  $3,180,757  $4,498,254  $5,150,662  
20 Proposed Debt Service $0  $0  $0  $0  $0  $0  
21 Subtotal - Debt Service $0  $244,534  $1,263,420  $3,180,757  $4,498,254  $5,150,662  
22        

23 Capital Projects       

24 Grant Funded CIP $0  $0  $0  $0  $0  $0  
25 Rate Funded CIP $897,003  $838,395  $838,395  $838,395  $838,395  $838,395  
26 PWP - Rate Funded $4,500,000  $5,500,000  $0  $0  $0  $0  
27 Subtotal - Capital Projects $5,397,003  $6,338,395  $838,395  $838,395  $838,395  $838,395  
28        

29 Net Cash Flow ($4,008,323) ($4,695,168) $152,012  ($1,369,569) ($2,146,531) ($2,061,025) 
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PROPOSED FUND BALANCE PROJECTIONS 

Table 5-17 shows the operating, capital replacement, and construction fund balance projections for the status quo financial plan. Based on 
the sources (revenues) and uses (operating expenses, debt service, and transfer to or from the capital replacement fund) of operating 
funds, the District’s total operating balances will be approximately $3.9 million at the end of the study in FY 2030. Based on the sources 
(transfer to or from the operating fund, revenues, and debt proceeds) and uses (debt funded CIP, grant funded CIP, infrastructure program 
rate funded CIP, and PWP rate funded CIP) of replacement funds, the District’s total capital replacement balances will be approximately 
$8.5 million at the end of the study in FY 2030. Based on the sources (connection fee revenues) and uses (connection fee funded CIP) of 
construction funds, the District’s total construction balance will be approximately $1.3 million at the end of the study in FY 2030.  
 
The District’s construction fund balances are restricted for connection fees and connection fee funded capital projects, of which the District 
is projecting no connection fee funded capital projects for the study period. The District’s unrestricted fund balance (Line 52) which will be 
used to meet reserve requirements is calculated by adding the operating fund balance ending balance (Line 17) and replacement fund 
ending balance (Line 36). The District’s total unrestricted fund balance will be approximately $12.3 million at the end of the study in FY 
2030. 
 

Table 5-17: Projected Fund Balances (Proposed Financial Plan) 

Line Projected Fund Balances FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Recycled Water Operating       

2 Beginning Balance $3,833,983  $4,863,162  $6,124,415  $6,795,968  $5,956,331  $4,350,331  
3        

4 Sources of Funds       

5 Rate Revenues $4,727,955  $4,917,398  $4,917,398  $4,917,398  $4,917,398  $4,917,398  
6 Revenue Adjustments $0  $295,044  $920,537  $1,621,089  $2,509,336  $3,623,346  
7 Non-Rate Revenues $678,601  $758,223  $773,387  $788,855  $804,632  $820,725  
8 Interest Income $50,352  $50,352  $127,925  $126,260  $102,046  $81,198  
9 Subtotal - Sources of Funds $5,456,909  $6,021,017  $6,739,247  $7,453,603  $8,333,413  $9,442,667  

10        

11 Uses of Funds       

12 Operating Expenses $4,427,729  $4,515,230  $4,804,274  $5,112,483  $5,441,158  $5,791,689  
13 Debt Service $0  $244,534  $1,263,420  $3,180,757  $4,498,254  $5,150,662  
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14 Transfer (from)/to 
Replacement19 $0  $0  $0  $0  $0  ($1,000,000) 

15 Subtotal - Uses of Funds $4,427,729  $4,759,764  $6,067,694  $8,293,240  $9,939,413  $9,942,351  
16        

17 Ending Balance $4,863,162  $6,124,415  $6,795,968  $5,956,331  $4,350,331  $3,850,647  
18        

19 Recycled Water Replacement       

20 Beginning Balance $23,128,314  $18,035,059  $12,000,412  $11,393,641  $10,774,734  $10,143,449  
21        

22 Sources of Funds       

23 Standby Charge Revenue $0  $0  $0  $0  $0  $0  
24 Transfer from/(to) Operation20 $0  $0  $0  $0  $0  ($1,000,000) 
25 Debt Proceeds $0  $0  $0  $0  $0  $0  
26 Interest Income $303,748  $303,748  $231,624  $219,489  $207,111  $184,485  
27 Subtotal - Sources of Funds $303,748  $303,748  $231,624  $219,489  $207,111  ($815,515) 
28        

29 Uses of Funds       

30 Debt Funded CIP $0  $0  $0  $0  $0  $0  
31 Grant Funded CIP $0  $0  $0  $0  $0  $0  
32 Rate Funded CIP $897,003  $838,395  $838,395  $838,395  $838,395  $838,395  
33 PWP - Rate Funded $4,500,000  $5,500,000  $0  $0  $0  $0  
34 Subtotal - Uses of Funds $5,397,003  $6,338,395  $838,395  $838,395  $838,395  $838,395  
35        

36 Ending Balance $18,035,059  $12,000,412  $11,393,641  $10,774,734  $10,143,449  $8,489,539  
37        

38 Recycled Water Construction       

39 Beginning Balance $822,760  $878,512  $956,739  $1,043,969  $1,132,943  $1,223,697  
40        

41 Sources of Funds       

 
19 Exact transfers to capital replacement fund may vary  
20 Exact transfers from operating fund may vary  
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42 Connection Fees $44,947  $67,421  $67,421  $67,421  $67,421  $67,421  
43 Interest Income $10,805  $10,805  $19,809  $21,554  $23,333  $25,148  
44 Subtotal - Sources of Funds $55,752  $78,226  $87,230  $88,975  $90,754  $92,569  
45        

46 Uses of Funds       

47 Rate Funded CIP $0  $0  $0  $0  $0  $0  
48 Subtotal - Uses of Funds $0  $0  $0  $0  $0  $0  
49        

50 Ending Balance $878,512  $956,739  $1,043,969  $1,132,943  $1,223,697  $1,316,266  
51        

52 Total Unrestricted Ending 
Balance $22,898,221  $18,124,827  $18,189,609  $16,731,065  $14,493,780  $12,340,186  

 
PROPOSED FINANCIAL PERFORMANCE 

Table 5-18 shows the forecasted financial performance for the proposed financial plan. Under this plan, the District will meet its reserve 
targets and its debt coverage requirements in all years with the proposed revenue adjustments.  
 

Table 5-18: Forecasted Financial Performance (Proposed Financial Plan) 

Line Financial Performance FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Existing Reserve Targets       

2 Recycled Water Operating $1,106,932  $1,128,808  $1,201,068  $1,278,121  $1,360,290  $1,447,922  
3 Recycled Water Replacement $6,553,734  $6,684,809  $6,818,505  $6,954,875  $7,093,972  $7,235,852  
4 Total Target $7,660,666  $7,813,616  $8,019,573  $8,232,996  $8,454,262  $8,683,774  
5 Total Reserve Balance $22,898,221  $18,124,827  $18,189,609  $16,731,065  $14,493,780  $12,340,186  
6 Meets Target? Yes Yes Yes Yes Yes Yes 
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Figure 5-3: Revenue Requirements vs. Revenues (Proposed Financial Plan)Figure 5-3 shows the 
comparison of revenues and the revenue requirement for the proposed scenario. The stacked bars 
represent the revenue requirements, or costs. The current revenue, shown as a solid line, is 
significantly lower than the revenue requirements. The proposed revenue, shown as a dotted line, 
although still lower than the revenue requirements, decreases the funding gap between proposed 
and current revenues meaning that the District will eventually be able to sufficiently fund its 
expenses in the future years at the current trajectory. 
 

Figure 5-3: Revenue Requirements vs. Revenues (Proposed Financial Plan) 

 
 
Figure 5-4 shows the fund balance projections in the proposed financial plan. The District’s ending 
balance (green bars) will meet the reserve targets (dashed line) in all years of the study period.  
 

Figure 5-4: Projected Fund Balances (Proposed Financial Plan) 

 
 



Las Virgenes Municipal Water District  
2025 Potable Water, Recycled Water, and Sanitation Cost of Service and Rate Study 
 

Water Resources Economics 
104 

6. COST-OF-SERVICE ANALYSIS 
6.1 COST-OF-SERVICE METHODOLOGY 
A cost-of-service analysis was conducted to allocate FY 2025 rate revenue requirement to customers 
in proportion to use of and burden on the District’s recycled water system. The overall goal of the 
cost-of-service analysis is to develop “unit costs,” which provide the basis from which proposed rates 
are directly calculated from. Note that although the study period spans five years, the cost-of-service 
analysis is limited to a single representative year referred to as the “test year.” The test year in this 
study is FY 2025.  
 
The cost-of-service analysis is “revenue neutral,” meaning that the resulting cost-of-service based 
rates collect the same amount of revenue as the District expects to collect in FY 2025. The revenue 
neutral unit costs determine revenue neutral rates, which are then adjusted based on the proposed 
financial plan increases to arrive at the proposed recycled water rates for five years. All values 
presented in this section pertain to FY 2025 and are revenue neutral unless stated otherwise.  
 
The key steps in conducting a recycled water cost-of-service analysis are outlined below: 

 Revenue requirement determination: The total rate revenue requirement for the test year is 
determined based on the results of the proposed financial plan and divided into primary sub-
components (operating, capital, etc.). 

 Cost functionalization: Operating and capital costs are evaluated and assigned to “functional 
categories” in the recycled water system (e.g., customer service, water supply, distribution, 
etc.). This provides a proportional breakdown of system costs by functional category. 

 Revenue requirement allocation to cost causation components: Functionalized costs are 
allocated to “cost causation components” (e.g., water supply, base delivery, max day delivery, 
etc.), which is used to attribute customers’ use of the system to the costs incurred by the 
District. 

 Unit cost development: The rate revenue requirement allocation for each individual cost 
causation component is divided by the appropriate units of service to establish unit costs for 
the test year. Unit costs provide the basis from which proposed rates are calculated. 

 

6.2 REVENUE REQUIREMENT 
REVENUE REQUIREMENT DETERMINATION 

The total rate revenue requirement for the test year, FY 2025, is based on the financial plan 
projections (Table 5-16) and is allocated between the Operating, Capital, and Revenue Offset 
components as shown in Table 6-1. The Operating revenue requirement consists of operating 
expenses (Line 2). The Capital revenue requirement includes rate funded CIP (Line 4) less connection 
fees (Line 8) and cash to/ (from) reserves (Line 15, from Table 5-16, Line 29). The Revenue Offset 
includes miscellaneous revenues (Line 9) and interest income (Line 11). The total revenue 
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requirement (Line 19) is equal to the amount of rate revenue collected in FY 2025 (Table 5-16, Line 
2). 
 

Table 6-1: FY 2025 Revenue Requirement 

Line FY 2025 Revenue Requirement Operating Capital Rev. Offset Total 
1 Revenue Requirements     

2 Operating Expenses $4,427,729  $0  $0  $4,427,729  
3 Debt Service $0  $0  $0  $0  
4 Rate Funded CIP $0  $5,397,003  $0  $5,397,003  
5 Subtotal - Revenue Requirements $4,427,729  $5,397,003  $0  $9,824,732  
6      

7 Revenue Offsets     

8 Connection Fees $0  ($44,947) $0  ($44,947) 
9 Miscellaneous Revenues $0  $0  ($678,601) ($678,601) 

10 All Other Revenues $0  $0  $0  $0  
11 Interest Income $0  $0  ($364,906) ($364,906) 
12 Subtotal - Revenue Offsets $0  ($44,947) ($1,043,507) ($1,088,454) 
13      

14 Adjustments     

15 Cash to/(from) Reserves $0  ($4,008,323) $0  ($4,008,323) 
16 Revenue Adjustment Annualization $0  $0  $0  $0  
17 Subtotal - Adjustments $0  ($4,008,323) $0  ($4,008,323) 
18      

19 Total - Revenue Requirement $4,427,729  $1,343,733  ($1,043,507) $4,727,955  
 

6.3 COST FUNCTIONALIZATION 
FUNCTIONAL CATEGORY DEFINITIONS 

After determining the revenue requirement, the next step in the cost-of-service analysis is to allocate 
the District’s costs into various functional categories. These categories represent the main functions 
of the District’s recycled water system and include: 

 Meter Maintenance: costs of meter maintenance and replacement 
 Customer Service: costs related to customer service and billing 
 Elevation: costs related to pumping water to high elevations 
 Water Supply: costs of buying recycled water from the JPA 
 Pumping: costs relating to transporting water throughout the water system 
 Storage: costs related to water storage facilities (such as reservoirs and tanks) 
 Transmission & Distribution: costs related to the transmission and distribution of water 

through the District’s recycled water system  
 Conservation: costs related to the District’s conservation program  
 General: costs that are not directly attributable to any other functional category 
 Revenue Offset: non-rate revenue that can be used to offset a portion of the rate 
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OPERATING COST FUNCTIONALIZATION 

WRE evaluated and allocated the operating expenses for FY 2025 (Error! Reference source not 
found.) to the most closely associated functional categories within the recycled water system, as 
shown in Table 6-2. The detailed allocation of the operating expense budget to the functional 
categories is included in the Appendix (Table 11-4).  
 

Table 6-2: Operating Costs by System Functions 

Line Cost Function Operating 
Expenses 

Percent of 
Total  

1 Meter Maintenance $11,483  0.3% 
2 Customer Service $174,587  3.9% 
3 Elevation $619,171  14.0% 
4 Water Supply $2,886,075  65.2% 
5 Pumping $0  0.0% 
6 Storage $0  0.0% 
7 Transmission & Distribution $0  0.0% 
8 Conservation $40,285  0.9% 
9 General $696,127  15.7% 

10 Revenue Offset $0  0.0% 
11 Total  $4,427,729  100.0% 

 
CAPITAL ASSET FUNCTIONALIZATION 

WRE evaluated and allocated the District’s current capital assets to the most closely associated 
functional categories within the recycled water system, as shown in Table 6-3. The detailed allocation 
of capital assets to the functional categories is included in the Appendix (Table 11-5).  
 
It is standard practice in most water cost-of-service studies to functionalize current capital assets 
rather than planned CIP costs, since the latter can fluctuate more significantly from year to year. The 
current capital asset base provides a more stable representation of long-term capital needs and their 
associated costs. The asset valuation methodology used in this study is Replacement Cost less 
Depreciation.  

Table 6-3: Capital Assets by System Functions 

Line Cost Function 
Capital Assets 

(Replacement Cost 
less Depreciation) 

Percent of 
Total  

1 Meter Maintenance $35,421  0.3% 
2 Customer Service $0  0.0% 
3 Elevation $0  0.0% 
4 Water Supply $0  0.0% 
5 Pumping $343,592  3.2% 
6 Storage $1,061,376  9.9% 
7 Transmission & Distribution $9,322,435  86.6% 
8 Conservation $0  0.0% 
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9 General $3,397  0.0% 
10 Revenue Offset $0  0.0% 
11 Total  $10,766,222  100.0% 

 

6.4 COST CAUSATION COMPONENTS 
COST COMPONENT DEFINITIONS 

While the functional categories represent the costs of system functions, cost causation components 
represent the reasons for why and how those costs are incurred within the system (thus, cost 
causation). Cost causation components will be referred to as cost components in this report. The next 
step of the cost-of-service analysis is to allocate the Operating, Capital, and Revenue Offsets in the 
functional categories between the cost components, most of which directly correspond to a single 
functional category.  
 
The cost components in this study include the following: 

 Meter: directly corresponds to the Meter Maintenance functional category 
 Customer: directly corresponds to the Customer Service functional category 
 Elevation: directly corresponds to the Elevation functional category 
 Water Supply: directly corresponds to the Water Supply functional category 
 Average Day Demand (Base): costs associated with delivering water to customers during 

average water demand conditions (average daily use) 
 Maximum Day and Hour Demand (Extra Capacity): costs associated with delivering water to 

customers during maximum day demand conditions (water usage during highest day of year) 
and during maximum hour demand conditions (water usage during highest hour of highest 
day) 

 Conservation: directly corresponds to the Conservation functional category 
 General: directly corresponds to the General functional category 
 Revenue Offset: directly corresponds to the Revenue Offset functional category 

 
SYSTEM-WIDE MAXIMUM CAPACITY FACTORS 

System-wide maximum capacity factors for the District’s recycled water system, shown in Table 6-4, 
are used to allocate costs associated with the Pumping, Storage, and Transmission & Distribution 
functional categories to the Base, Max Day, and Max Hour cost components. Maximum capacity 
factors represent the ratio of maximum to average water demand over the course of one year for the 
entire system. This provides a basis to identify costs incurred to provide water service during average 
demand conditions and to provide additional capacity during maximum demand conditions. 
 
District staff provided the average day, maximum day, and maximum hour demand capacity factors, 
which are normalized based on average day demand (meaning that the average day demand is 
always equal to 1.00).  
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The percentage allocations to the Base, Max Day, and Max Hour cost components based on the 
average day, maximum day, and maximum demand capacity factors are calculated as follows: 

 Average day demand is allocated entirely to Base 
 Max day demand is allocated proportionately to Base21 and Max Day22 
 Max hour demand is allocated proportionately to Base23, Max Day24, and Max Hour25 
 Average of max day/ hour is the average of max day demand and max hour demand  

 
Table 6-4: System-Wide Capacity Factors 

Line System-Wide Capacity 
Factor 

Capacity 
Factor Base Max Day Max Hour 

1 Average Day Demand 1.00 100.0% 0.0% 0.0% 
2 Max Day Demand 2.50 40.0% 60.0% 0.0% 
3 Max Hour Demand 5.00 20.0% 30.0% 50.0% 
4 Average of Max Day/ Hour  45.0% 25.0% 100.0% 

 
21 1.00/2.50 = 40.0% 
22 (2.50-1.00)/2.50 = 60.0% 
23 1.00/5.00 = 20.0% 
24 (2.50-1.00)/5.00 = 30.0% 
25 (5.00-2.50)/5.00 = 50.0% 
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COST COMPONENT ALLOCATION FACTORS 

Table 6-5 shows the factors used to allocate the functionalized costs to the cost components. For the cost components that directly 
correlate to a functional category (Meter, Customer, Elevation, Water Supply, Conservation, General, and Revenue Offset), the 
functionalized costs are allocated entirely to the matching cost component. Pumping and Storage (Lines 5 and 6) are sized based on 
maximum day demand and are allocated to Base and Extra Capacity cost components (Table 6-4, Line 2). T&D is sized based on the average 
of max day/ hour demand and is allocated to the Base and Extra Capacity cost components where Extra Capacity is equal to the sum of max 
day and max hour cost components (Table 6-4, Line 4).  
 

Table 6-5: System Function Allocation to Cost Components 

Line Cost Function Meter Customer Elevation Water 
Supply Base Extra 

Capacity 
Conser-
vation 

Rev. 
Offset General Total 

1 Meter Maintenance 100%         100% 
2 Customer Service  100%        100% 
3 Elevation   100%       100% 
4 Water Supply    100%      100% 
5 Pumping     40% 60%    100% 
6 Storage     40% 60%    100% 
7 Transmission & Distribution     30% 70%    100% 
8 Conservation       100%   100% 
9 General         100% 100% 

10 Revenue Offset        100%  100% 
 
OPERATING COST COMPONENT ALLOCATION 

Table 6-6 shows the operating cost allocation by cost component. The functionalized operating expenses from Table 6-2 are allocated 
based on the cost component allocation factors in Table 6-5. The operating allocation (Line 12) is derived from the total operating expenses 
by cost component (Line 11) and represents the proportion of the Operating revenue requirement that will be allocated to each cost 
component. 
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Table 6-6: Operating Allocation by Cost Component 

Line Operating Expenses Meter Customer Elevation Water 
Supply Base Extra 

Capacity 
Fire 

Protection 
Conser-
vation 

Rev. 
Offset General Total 

1 Meter Maintenance $11,483  $0  $0  $0  $0  $0  $0  $0  $0  $0  $11,483  
2 Customer Service $0  $174,587  $0  $0  $0  $0  $0  $0  $0  $0  $174,587  
3 Elevation $0  $0  $619,171  $0  $0  $0  $0  $0  $0  $0  $619,171  
4 Water Supply $0  $0  $0  $2,886,075  $0  $0  $0  $0  $0  $0  $2,886,075  
5 Pumping $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  
6 Storage $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  
7 Transmission & Distribution $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  
8 Conservation $0  $0  $0  $0  $0  $0  $0  $40,285  $0  $0  $40,285  
9 General $0  $0  $0  $0  $0  $0  $0  $0  $0  $696,127  $696,127  

10 Revenue Offset $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  
11 Total - Operating $11,483  $174,587  $619,171  $2,886,075  $0  $0  $0  $40,285  $0  $696,127  $4,427,729  
12 Operating Cost Allocation 0.3% 3.9% 14.0% 65.2% 0.0% 0.0% 0.0% 0.9% 0.0% 15.7% 100.0% 

 
CAPITAL COST COMPONENT ALLOCATION 

Table 6-7 shows the capital cost allocation by cost component. The functionalized capital assets from Table 6-3 are allocated based on the 
cost component allocation factors in Table 6-5. The capital allocation (Line 12) is derived from the total capital asset value by cost 
component (Line 11) and represents the proportion of the Capital revenue requirement that will be allocated to each cost component. 
 

Table 6-7: Capital Allocation by Cost Component 

Line Capital Assets Meter Customer Elevation Water 
Supply Base Extra 

Capacity 
Conser-
vation 

Rev. 
Offset General Total 

1 Meter Maintenance $35,421  $0  $0  $0  $0  $0  $0  $0  $0  $35,421  
2 Customer Service $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  
3 Elevation $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  
4 Water Supply $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  
5 Pumping $0  $0  $0  $0  $137,437  $206,155  $0  $0  $0  $343,592  
6 Storage $0  $0  $0  $0  $424,551  $636,826  $0  $0  $0  $1,061,376  
7 Transmission & Distribution $0  $0  $0  $0  $2,796,731  $6,525,705  $0  $0  $0  $9,322,435  
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8 Conservation $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  
9 General $0  $0  $0  $0  $0  $0  $0  $0  $3,397  $3,397  

10 Revenue Offset $0  $0  $0  $0  $0  $0  $0  $0  $0  $0  
11 Total - Capital $35,421  $0  $0  $0  $3,358,718  $7,368,686  $0  $0  $3,397  $10,766,222  
12 Capital Cost Allocation 0.3% 0.0% 0.0% 0.0% 31.2% 68.4% 0.0% 0.0% 0.0% 100.0% 
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6.5 SYSTEM CAPACITY ALLOCATIONS 
The costs for certain system functions are based on the capacity requirements related to that 
function. For example, meter-related costs are allocated based on meter capacity, which is defined by 
the safe maximum operating capacity of each meter size. This section describes and defines capacity 
requirements and allocations relating to water meters.  
 
EQUIVALENT METER UNITS 

Costs related to meter capacity increase based on meter size. Therefore, equivalent meter units are 
calculated to provide a basis from which to allocate costs in proportion to meter size. Equivalent 
meter calculations are shown in Table 6-8.  
 
Equivalent meters are calculated based on meter capacity ratios, which represent the safe operating 
capacity of a recycled water meter relative to the base meter size. For this study, the base meter size 
is a 3/4” meter (or 3/4” x 1”) meter, which is the most common meter size in the District’s recycled 
water system. Capacity in gallons per minute (gpm) is derived from the AWWA M1 Manual. The 
meter ratio for a 2” meter is 5.33 which means that the capacity of a 2” meter is more than five times 
that of a 3/4” (or 3/4” x 1”) meter. 
 
The number of meters is from Table 5-2, including temporary and all other customer meters. 
Equivalent meters are calculated by multiplying the meter counts by the meter ratio in each size. 
 

Table 6-8: Equivalent Meter Units 

Line Meter Size Safe Operating 
Capacity (gpm) Meter Ratio Number of 

Meters 
Equivalent 

Meters 
1 3/4" 30  1.00  1  1  
2 3/4" x 1" 30  1.00  11  11  
3 1" 50  1.67  63  105  
4 1-1/2" 100  3.33  205  683  
5 2" 160  5.33  354  1,888  
6 3" 350  11.67  56  653  
7 4" 630  21.00  4  84  
8 6" 1,600  53.33  5  267  
9 8" 2,800  93.33  0  0  

10 10" 4,200  140.00  1  140  
11 Total   700  3,832  
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6.6 ALLOCATION TO COST COMPONENTS 
INITIAL COST-OF-SERVICE ALLOCATION AND GENERAL REALLOCATION 

Table 6-9 shows the initial cost-of-service allocation prior to any adjustments and the adjusted cost-of-service allocations after the General 
cost reallocation. The Operating costs (Line 1) are equal to the total Operating revenue requirements (Table 6-1, Line 19) allocated to each 
cost component based on the Operating allocation (Table 6-6, Line 12). The Capital costs (Line 2) are equal to the total Capital revenue 
requirements (Table 6-1, Line 19) allocated to each cost component based on the Capital allocation (Table 6-7, Line 12). The Revenue 
Offsets (Line 3) are equal to the total Revenue Offset revenue requirements (Table 6-1, Line 19). Note that the total cost-of-service (Line 4) 
is equal to the total rate revenue requirement for FY 2025 (Table 6-1, Line 19). 
 
The next step is to reallocate General costs (Line 5) based on the proportion of costs in each cost component (except General, Elevation, 
Water Supply, and Revenue Offset) in the initial allocation. The total revenue requirement (Line 6) stays the same after the General cost 
reallocation. 
 

Table 6-9: Cost-of-Service Allocation by Cost Component (Initial, General) 

Line Revenue Requirement Meter Customer Elevation 
Water 
Supply Base 

Extra 
Capacity 

Conser-
vation Rev. Offset General Total 

1 Operating Costs $11,483  $174,587  $619,171  $2,886,075  $0  $0  $40,285  $0  $696,127  $4,427,729  
2 Capital Costs $4,421  $0  $0  $0  $419,202  $919,687  $0  $0  $424  $1,343,733  
3 Revenue Offsets $0  $0  $0  $0  $0  $0  $0  ($1,043,507) $0  ($1,043,507) 
4 Total - COS (Initial) $15,904  $174,587  $619,171  $2,886,075  $419,202  $919,687  $40,285  ($1,043,507) $696,551  $4,727,955  

5 
General Cost 
Allocation 

$7,058  $77,474  $0  $0  $186,024  $408,118  $17,877  $0  ($696,551) $0  

6 Total - COS (General) $22,962  $252,062  $619,171  $2,886,075  $605,226  $1,327,804  $58,162  ($1,043,507) $0  $4,727,955  
 
CUSTOMER AND EXTRA CAPACITY REALLOCATION 

Table 6-10 shows the cost-of-service in each cost component after reallocating customer costs and extra capacity-related costs. The cost-of-
service after General cost reallocation (Line 1) is from Table 6-9 (Line 6). The customer charge adjustment (Line 2) adjusts the costs in 
Customer to recover approximately 72% of costs in the Meter cost component to match the recycled customer unit cost with the potable 
customer unit cost. The extra capacity reallocation (Line 3) adjusts the costs in Extra Capacity to recover 100% of extra capacity costs in the 
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Meter cost component. This reallocation is to maintain the current fixed cost recovery, which is approximately 34% of total rate revenue, to 
provide a similar level of financial and rate stability for the District.  
 

Table 6-10: Cost-of-Service Allocation by Cost Component (Customer, Extra Capacity) 

Line Revenue Requirement Meter Customer Elevation 
Water 
Supply 

Base 
Extra 

Capacity 
Conser-
vation 

Rev. Offset General Total 

1 Adjusted for General $22,962  $252,062  $619,171  $2,886,075  $605,226  $1,327,804  $58,162  ($1,043,507) $0  $4,727,955  
2 Adjustment to Customer Charge $181,535  ($181,535) $0  $0  $0  $0  $0  $0  $0  $0  
3 Reallocation to Meter Charge $1,327,804  $0  $0  $0  $0  ($1,327,804) $0  $0  $0  $0  
4 Total - COS (Final) $1,532,302  $70,526  $619,171  $2,886,075  $605,226  $0  $58,162  ($1,043,507) $0  $4,727,955  
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FINAL COST-OF-SERVICE ALLOCATION 

Table 6-11 shows the final cost-of-service allocation based on the adjustments for General, Customer, 
and Extra Capacity from the prior report tables. The Meter and Customer components add up to 
approximately 34% of the total costs, which is the current revenue from fixed charges.  
 

Table 6-11: Cost-of-Service Allocation by Cost Component (Final) 

Line Cost Component Final Cost Allocation 
1 Meter $1,532,302  
2 Customer $70,526  
3 Elevation $619,171  
4 Water Supply $2,886,075  
5 Base $605,226  
6 Extra Capacity $0  
7 Conservation $58,162  
8 Rev. Offset ($1,043,507) 
9 Total  $4,727,955  

 

6.7 UNIT COST CALCULATION 
UNITS OF SERVICE DEFINITIONS 

The appropriate units of service are then established for each cost component based on cost 
causation, which is shown in Table 6-12. Cost components to be recovered by the fixed charges are 
assigned units of service based on the number of equivalent meters and meter counts (Table 6-8).  
 

Table 6-12: Units of Service Definitions 

Line Cost 
Components Units of Service Definition Units of 

Service Units 

1 Meter Equivalent meters x 12 months 45,988 equiv. meters/ year 
2 Customer Meter counts x 12 months 8,400 bills/ year 
3 Elevation East/ west zone annual usage in hcf 1,129,702 hcf/ year 
4 Water Supply Annual usage in hcf 1,202,377 hcf/ year 
5 Base Annual usage in hcf 1,202,377 hcf/ year 
6 Extra Capacity Annual usage in hcf 1,202,377 hcf/ year 
7 Conservation Tier 3 and temporary annual usage in hcf 95,346 hcf/ year 
8 Rev. Offset Tier 1 efficient annual usage in hcf 1,001,100 hcf/ year 

 
UNIT COST BY COST COMPONENT 

Table 6-13 shows the calculation of unit costs by each cost component. The final cost-of-service 
allocation (Table 6-11) is divided by the units of service (Table 6-12) for each cost component to 
derive the unit cost. These unit costs will determine the rates in Section 7. 
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Table 6-13: Unit Cost by Cost Component 

Line Cost 
Components 

Final Cost 
Allocation 

Units of 
Service Unit Cost Units 

1 Meter $1,532,302  45,988 $33.32  equiv. meters/ year 
2 Customer $70,526  8,400 $8.40  bills/ year 
3 Elevation $619,171  1,129,702 $0.55  hcf/ year 
4 Water Supply $2,886,075  1,202,377 $2.40  hcf/ year 
5 Base $605,226  1,202,377 $0.50  hcf/ year 
6 Extra Capacity $0  1,202,377 $0.00  hcf/ year 
7 Conservation $58,162  95,346 $0.61  hcf/ year 
8 Rev. Offset ($1,043,507) 1,001,100 ($1.04) hcf/ year 
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7. RECYCLED WATER RATES 
7.1 RATE DESIGN METHODOLOGY 
A five-year proposed recycled water rate schedule was developed based on the results of the 
proposed financial plan and cost-of-service analysis. The key steps in developing the proposed rate 
schedule are outlined below: 

 Rate structure evaluation: The existing rate structure is evaluated, and any proposed changes 
are identified. Proposed rate structure changes are typically intended to address specific 
policy objectives or to allocate costs based on the cost-of-service analysis. 

 Test year rate development: Rates are calculated for the proposed rate structure for the cost-
of-service test year (FY 2025). Rate calculations directly incorporate the unit costs developed 
in the cost-of-service analysis. The test year rates are revenue neutral, then are increased 
based on the proposed financial plan revenue adjustments.  

 Five-year rate schedule development: Proposed rates for the five-year period are calculated 
by increasing the cost-of-service rates by the proposed annual revenue adjustment 
percentages from the proposed financial plan. 

 

7.2 PROPOSED CHANGES TO RATE STRUCTURE 
The main objective of the rate study was to conduct a comprehensive cost-of-service analysis while 
maintaining as much of the current recycled water rate structure as possible to minimize customer 
impacts. The District’s current recycled water rate structure includes a monthly readiness to serve 
charge based on meter size, a commodity charge based on water usage tier per hcf, and an elevation 
charge based on elevation zone per hcf. WRE does not propose any changes to the existing rate 
structure. 
 

7.3 PROPOSED MONTHLY READINESS TO SERVE CHARGE 
REVENUE NEUTRAL RATES 

The revenue neutral rate represents the cost-of-service analysis for FY 2025. Table 7-1 shows the 
revenue neutral monthly readiness to serve charge calculation. The Meter and Customer unit costs 
are from Table 6-13 (Lines 1 and 2). The Meter unit cost is multiplied by the meter capacity ratio; the 
Customer unit cost does not vary based on meter size and thus is the same for all meter sizes.  
 

Table 7-1: Revenue Neutral Monthly Readiness to Serve Charge 

Line Meter Size Meter Ratio Meter Charge Customer 
Charge 

Revenue 
Neutral Rate 

1 3/4" 1.00  $33.32  $8.40  $41.72  
2 3/4" x 1" 1.00  $33.32  $8.40  $41.72  
3 1" 1.67  $55.53  $8.40  $63.93  
4 1-1/2" 3.33  $111.07  $8.40  $119.46  
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5 2" 5.33  $177.70  $8.40  $186.10  
6 3" 11.67  $388.73  $8.40  $397.12  
7 4" 21.00  $699.71  $8.40  $708.11  
8 6" 53.33  $1,777.05  $8.40  $1,785.44  
9 8" 93.33  $3,109.83  $8.40  $3,118.23  

10 10" 140.00  $4,664.74  $8.40  $4,673.14  
 
PROPOSED RATES WITH ADJUSTMENT 

Table 7-2 shows the proposed monthly readiness to serve charge for FY 2026 based on the revenue 
neutral rate (Table 7-1) adjusted by the proposed revenue adjustment of 12% in the first year (Table 
5-15) and rounded up to the nearest cent. 
 

Table 7-2: Proposed Monthly Readiness to Serve Charge after Adjustment 

Line Meter Size Revenue 
Neutral Rate FY 2026 Rate Current Rate Difference ($) Difference 

(%) 
1 3/4" $41.72  $46.73  $39.19  ($7.54) -16.1% 
2 3/4" x 1" $41.72  $46.73  $39.19  ($7.54) -16.1% 
3 1" $63.93  $71.61  $63.03  ($8.58) -12.0% 
4 1-1/2" $119.46  $133.80  $122.58  ($11.22) -8.4% 
5 2" $186.10  $208.44  $194.09  ($14.35) -6.9% 
6 3" $397.12  $444.78  $420.46  ($24.32) -5.5% 
7 4" $708.11  $793.09  $754.05  ($39.04) -4.9% 
8 6" $1,785.44  $1,999.70  $1,909.76  ($89.94) -4.5% 
9 8" $3,118.23  $3,492.42  $3,339.47  ($152.95) -4.4% 

10 10" $4,673.14  $5,233.92  $5,007.49  ($226.43) -4.3% 
 

7.4 PROPOSED COMMODITY CHARGE 
REVENUE NEUTRAL RATES 

The revenue neutral rate represents the cost-of-service analysis for FY 2025 but does not include the 
proposed revenue adjustments for the first year of rates in FY 2026. Table 7-3 shows the revenue 
neutral commodity charge for all customers. The Water Supply unit costs for Tier 1 and Tier 2, the 
Delivery unit costs (aka Base), and the Capacity unit costs are from Table 6-13 (Lines 4, 5, and 6). 
Recycled water usage in Tier 3 is supplemented with potable water supply so the unit costs for Tier 3 
and Temporary reflect the Water Supply unit cost for potable water rates (Table 4-6). The 
Conservation unit costs from Table 6-13 (Line 7) are allocated only to Tier 3 and Temporary usage, 
which represent the usage tiers that the District’s water conservation program targets. The Revenue 
Offset unit costs from Table 6-13 (Line 8) are entirely allocated to Tier 1 efficient usage to lower costs 
of recycled water for low users, enhancing customer affordability of efficient uses of recycled water.  
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Table 7-3: Revenue Neutral Commodity Charge  

Line Water Usage Tier Annual 
Use (hcf) 

Water 
Supply Delivery Capacity Conservation Revenue 

Offset 

Revenue 
Neutral 

Rate 
1 Tier 1 - Efficient 1,001,100  $2.40  $0.50  $0.00  $0.00  ($1.04) $1.86  
2 Tier 2 - Inefficient 105,931  $2.40  $0.50  $0.00  $0.00  $0.00  $2.90  
3 Tier 3 - Excessive 95,158  $3.51  $0.50  $0.00  $0.61  $0.00  $4.62  
4 Temporary 188  $3.51  $0.50  $0.00  $0.61  $0.00  $4.62  
5 Total 1,202,377        

 
PROPOSED RATES WITH ADJUSTMENT 

Table 7-4 shows the proposed commodity charge for FY 2026 based on the revenue neutral rate 
(Table 7-3) adjusted by the proposed revenue adjustment of 12% in the first year (Table 5-15) and 
rounded up to the nearest cent. 
 

Table 7-4: Proposed Commodity Charge after Adjustment 

Line Water Usage Tier Revenue 
Neutral Rate FY 2026 Rate Current Rate Difference ($) Difference 

(%) 
1 Tier 1 - Efficient $1.86  $2.09  $1.70  $0.39  22.9% 
2 Tier 2 - Inefficient $2.90  $3.26  $3.57  ($0.31) -8.7% 
3 Tier 3 - Excessive $4.62  $5.18  $6.78  ($1.60) -23.6% 
4 Temporary $4.62  $5.18  $10.17  ($4.99) -49.1% 

 

7.5 PROPOSED ELEVATION CHARGE 
REVENUE NEUTRAL RATES 

The revenue neutral rate represents the cost-of-service analysis for FY 2025. Table 7-5 shows the 
revenue neutral elevation charge. The Elevation unit costs from Table 6-13 (Line 3) are allocated only 
to the East/West elevation zone, which represents the higher elevation zone affected by the 
elevation charge.  

Table 7-5: Proposed Revenue Neutral Elevation Charge 

Line Elevation Zone Elevation Revenue 
Neutral Rate 

1 Las Virgenes Valley $0.00  $0.00  
2 East/West $0.55  $0.55  

 
PROPOSED RATES WITH ADJUSTMENT 

Table 7-6 shows the proposed elevation charge for FY 2026 based on the revenue neutral rate (Table 
7-5) adjusted by the proposed revenue adjustment of 12% in the first year (Table 5-15) and rounded 
up to the nearest cent. 
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Table 7-6: Proposed Elevation Charge after Adjustment 

Line Elevation Zone Revenue 
Neutral Rate FY 2026 Rate Current Rate Difference ($) Difference 

(%) 
1 East/West $0.55  $0.62  $0.43  $0.19  44.2% 

 

7.6 PROPOSED RECYCLED WATER RATE SCHEDULE 
PROPOSED FIVE-YEAR REVENUE ADJUSTMENTS 

 
Table 7-7 shows the revenue adjustments for the five-year period and their effective date based on 
the proposed financial plan (Table 5-16). 
 

Table 7-7: Proposed Revenue Adjustments 

Line Fiscal Year Revenue 
Adjustments 

Effective 
Date 

1 FY 2026 12% 1/1/2026 
2 FY 2027 12% 1/1/2027 
3 FY 2028 12% 1/1/2028 
4 FY 2029 15% 1/1/2029 
5 FY 2030 15% 1/1/2030 

 
PROPOSED FIVE-YEAR RECYCLED WATER RATE SCHEDULE 

The proposed five-year recycled water rate schedules are based on the cost-of-service analysis and 
the proposed revenue adjustments in the five-year period. The proposed rates for FY 2026 through FY 
2030 were calculated by increasing the FY 2025 rates by the revenue adjustments, rounded up to the 
nearest cent. Table 7-8 shows the current and proposed monthly readiness to serve charges, 
commodity charges, and elevation charges.  
 

Table 7-8: Proposed Recycled Water Rates Schedule 

Line Proposed Recycled Rates As of 
1/1/25 

Effective 
1/1/26 

Effective 
1/1/27 

Effective 
1/1/28 

Effective 
1/1/29 

Effective 
1/1/30 

1 Readiness to Serve 
Charge       

2 3/4" $39.19  $46.73  $52.34  $58.63  $67.43  $77.55  
3 3/4" x 1" $39.19  $46.73  $52.34  $58.63  $67.43  $77.55  
4 1" $63.03  $71.61  $80.21  $89.84  $103.32  $118.82  
5 1-1/2" $122.58  $133.80  $149.86  $167.85  $193.03  $221.99  
6 2" $194.09  $208.44  $233.46  $261.48  $300.71  $345.82  
7 3" $420.46  $444.78  $498.16  $557.94  $641.64  $737.89  
8 4" $754.05  $793.09  $888.27  $994.87  $1,144.11  $1,315.73  
9 6" $1,909.76  $1,999.70  $2,239.67  $2,508.44  $2,884.71  $3,317.42  

10 8" $3,339.47  $3,492.42  $3,911.52  $4,380.91  $5,038.05  $5,793.76  
11 10" $5,007.49  $5,233.92  $5,862.00  $6,565.44  $7,550.26  $8,682.80  
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12 Temporary 1.5x  1.0x  1.0x  1.0x  1.0x  1.0x  
         

14 Commodity Charge 
($/hcf) 

      

15 Tier 1 - Efficient $1.70  $2.09  $2.35  $2.64  $3.04  $3.50  
16 Tier 2 - Inefficient $3.57  $3.26  $3.66  $4.10  $4.72  $5.43  
17 Tier 3 - Excessive $6.78  $5.18  $5.81  $6.51  $7.49  $8.62  
18 Temporary Services $10.17  $5.18  $5.81  $6.51  $7.49  $8.62  
19        

20 Elevation Charge ($/hcf)       

21 Las Virgenes Valley $0.00  $0.00  $0.00  $0.00  $0.00  $0.00  
22 East/West $0.43  $0.62  $0.70  $0.79  $0.91  $1.05  

 

7.7 CUSTOMER IMPACTS 
Table 7-9 shows the proposed monthly bill impacts for a recycled customer with a 2” meter, which is 
the most common meter size, with an assumed efficient usage of 200 hcf per month in Las Virgenes 
Valley. For a recycled customer with this meter size that uses 250 hcf of water a month, the monthly 
impact will be $76.87 or 11% for bills in FY 2026.  
 

Table 7-9: Customer Bill Impacts 

Line Monthly 
Usage (hcf) Current Bill Proposed Bill Difference ($) Difference 

(%) 
1 100 $364.09  $417.44  $53.35  15% 
2 150 $449.09  $521.94  $72.85  16% 
3 250 $712.59  $789.44  $76.85  11% 
4 350 $1,230.09  $1,211.44  ($18.65) -2% 
5 500 $2,247.09  $1,988.44  ($258.65) -12% 
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8. SANITATION FINANCIAL PLAN 
8.1 FINANCIAL PLAN METHODOLOGY 
The purpose of a financial plan is to project revenues, expenses, cash flows, reserve balances, and 
debt coverage over a multi-year period to assess financial sufficiency and performance and to 
determine the amount of required rate revenue. For this study, the planning period is from FY 2026 
through FY 2030; data for FY 2025 is shown when needed to represent actual or budgeted data 
inputs. The key steps in developing a financial plan for a sanitation enterprise are below: 

 Revenue projections: Annual revenues from rates and other miscellaneous sources are 
projected over the planning period. Rate revenues are projected based on current rates to 
establish baseline revenues from which the need for additional rate increases can be 
evaluated. 

 Expense projections: Annual expenses are projected over the study period, including O&M 
expenses, debt service, and CIP costs. CIP funding options (grants, debt, etc.) are evaluated. 

 Financial policy evaluation: Key financial policies include debt coverage requirements and 
reserve targets. Debt coverage requirements are typically explicitly stated in official 
agreements on outstanding debt issuances. Reserve targets are typically set by an agency’s 
elected officials and may need to be periodically evaluated and updated. 

 Status quo financial plan projections: Cash flow, reserve balances, and debt coverage are 
projected over the study period in the absence of additional rate increases (this scenario is 
called the “status quo”). Projected reserve balances and debt coverage are then compared to 
the agency’s financial policy requirements and targets. The status quo financial plan provides 
a baseline to evaluate the need for rate increases. 

 Proposed financial plan projections: The magnitude and timing of annual proposed revenue 
increases over the study period are evaluated and determined based on the agency’s financial 
policies, financial performance, and policy objectives. Proposed rate increases (referred to as 
“revenue adjustments”) should generate sufficient revenue to recover the agency’s expenses, 
maintain adequate reserves, and meet all debt coverage requirements. The proposed financial 
plan determines the total annual rate revenue requirement over the study period.  

 

8.2 REVENUES 
CURRENT SANITATION RATES 

The District’s current sanitation rate structure includes a fixed monthly service charge for Residential 
and Commercial customers on a per unit basis. Commercial customers also have fixed monthly ERU 
(Equivalent Residential Unit) and excess ERU charges. Table 8-1 shows the sanitation rates effective 
1/1/24 and 1/1/25, as well as effective FY 2025 and FY 2026 rates.  
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Table 8-1: Current Sanitation Rates 

Line Current Sanitation Rates As of 1/1/24 As of 1/1/25 Effective FY 
2025 Rates 

Effective FY 
2026 Rates 

1 Residential Monthly Service Charge     

2 Household Size     

3 1 $26.36  $27.35  $26.86  $27.35  
4 2 $44.10  $45.76  $44.93  $45.76  
5 3 $61.84  $64.16  $63.00  $64.16  
6 4 $79.58  $82.57  $81.08  $82.57  
7 5 $97.30  $100.95  $99.13  $100.95  
8 6+ $115.05  $119.37  $117.21  $119.37  
9      

10 Commercial Monthly Account Service Charge     
11 Class 1 $8.61  $8.94  $8.78  $8.94  
12 Class 2 $8.61  $8.94  $8.78  $8.94  
13 Class 3 $8.61  $8.94  $8.78  $8.94  
14 Class 4 $8.61  $8.94  $8.78  $8.94  
15  $0.00  $0.00  $0.00  $0.00  
16 Commercial Monthly ERU Charge     
17 Class 1 $51.60  $53.54  $52.57  $53.54  
18 Class 2 $71.13  $73.80  $72.47  $73.80  
19 Class 3 $94.19  $97.73  $95.96  $97.73  
20 Class 4 $118.51  $122.96  $120.74  $122.96  
21      
22 Excess ERU Charge     
23 Class 1 $7.85  $8.15  $8.00  $8.15  
24 Class 2 $10.79  $11.20  $11.00  $11.20  
25 Class 3 $14.28  $14.82  $14.55  $14.82  
26 Class 4 $17.97  $18.65  $18.31  $18.65  

 
CUSTOMER ACCOUNTS 

This section details the customer accounts for all years of the study, which are referred to as the units 
of service. Units of service represent the quantity of billing units that are subject to the District’s 
sanitation rates and charges. 
 
Table 8-2 shows the projected number of units for each customer class for the study period. District 
staff provided actual data for FY 2024; this study assumes no growth in customer accounts or ERU 
throughout the study period.  
 

Table 8-2: Projected Customer Accounts by Customer Class 

Line Customer Class FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Residential Accounts       

2 Household Size       
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3 1 1,428  1,428  1,428  1,428  1,428  1,428  
4 2 3,261  3,261  3,261  3,261  3,261  3,261  
5 3 5,791  5,791  5,791  5,791  5,791  5,791  
6 4 3,200  3,200  3,200  3,200  3,200  3,200  
7 5 1,432  1,432  1,432  1,432  1,432  1,432  
8 6+ 860  860  860  860  860  860  
9 Subtotal 15,972  15,972  15,972  15,972  15,972  15,972  

10        

11 Multifamily 
Accounts 

      

12 Household Size       

13 1 659  659  659  659  659  659  
14 2 2,495  2,495  2,495  2,495  2,495  2,495  
15 3 3,689  3,689  3,689  3,689  3,689  3,689  
16 4 15  15  15  15  15  15  
17 5 40  40  40  40  40  40  
18 6+ 16  16  16  16  16  16  
19 Subtotal 6,914  6,914  6,914  6,914  6,914  6,914  
20        

21 Commercial 
Accounts 

      

22 Class 1 617  617  617  617  617  617  
23 Class 2 100  100  100  100  100  100  
24 Class 3 23  23  23  23  23  23  
25 Class 4 0  0  0  0  0  0  
26 Subtotal 740  740  740  740  740  740  
27        

28 Commercial ERU       

29 Class 1 3,272  3,272  3,272  3,272  3,272  3,272  
30 Class 2 1,130  1,130  1,130  1,130  1,130  1,130  
31 Class 3 165  165  165  165  165  165  
32 Class 4 0  0  0  0  0  0  
33 Subtotal 4,567  4,567  4,567  4,567  4,567  4,567  
34        

35 Excess ERU       

36 Class 1 10,968  10,968  10,968  10,968  10,968  10,968  
37 Class 2 7,560  7,560  7,560  7,560  7,560  7,560  
38 Class 3 1,184  1,184  1,184  1,184  1,184  1,184  
39 Class 4 0  0  0  0  0  0  
40 Subtotal 19,712  19,712  19,712  19,712  19,712  19,712  

 
REVENUES FROM CURRENT RATES 

Table 8-3 shows the calculated sanitation rate revenues for the study period based on the current 
effective sanitation rates and the projected units of service. The residential revenue (Line 1) is 
calculated by multiplying the effective residential monthly service charge (Table 8-1) by the projected 
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residential accounts (Table 8-2, Lines 1-19) for a period of 12 months. The commercial account 
service revenue (Line 4) is calculated by multiplying the effective monthly account service charge 
(Table 8-1) by the projected commercial accounts (Table 8-2, Lines 21-26) for a period of 12 months. 
The commercial ERU revenue (Line 5) is calculated by multiplying the effective monthly ERU charge 
(Table 8-1) by the projected ERUs (Table 8-2, Lines 28-33) for a period of 12 months. The commercial 
excess ERU revenue (Line 6) is calculated by multiplying the effective monthly excess ERU charge 
(Table 8-1) by the projected excess ERUs (Table 8-2, Lines 35-40) for a period of 12 months. Total rate 
revenue (Line 8) includes residential (Line 1) and commercial (Line 3) revenues. 
 

Table 8-3: Calculated Rate Revenues at Current Rates 

Line Calculated Rate 
Revenues FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 

1 Residential Revenue $17,053,771  $17,368,079  $17,368,079  $17,368,079  $17,368,079  $17,368,079  
2        

3 Commercial Revenue $5,571,520  $5,674,850  $5,674,850  $5,674,850  $5,674,850  $5,674,850  
4 Account Service Charge $77,922  $79,387  $79,387  $79,387  $79,387  $79,387  
5 ERU Charge $3,236,541  $3,296,230  $3,296,230  $3,296,230  $3,296,230  $3,296,230  
6 Excess ERU Charge $2,257,058  $2,299,233  $2,299,233  $2,299,233  $2,299,233  $2,299,233  
7        

8 Total Rate Revenue $22,625,291  $23,042,929  $23,042,929  $23,042,929  $23,042,929  $23,042,929  
 
REVENUE SUMMARY 

Table 8-4 shows the summary of projected revenues for the study period. District staff provided the 
budgeted revenues for FY 2025 and FY 2026; all other years are projected based on the relevant 
assumptions or calculations. Sanitation Service Fees (Line 4) are from Table 8-3 (Line 8).  
Miscellaneous revenues (Lines 2 and 3) are calculated based on a 2% escalation rate. Interest Income 
(Line 9) is calculated based on ending fund balances and a 2% interest rate for FY 2027 through FY 
2030. All other revenues (Lines 7, 8 and 10) are non-inflated at the same amount from FY 2026. 
 

Table 8-4: Revenue Summary 

Line Revenues FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Operating Revenue $22,978,658  $23,406,360  $23,413,628  $23,421,042  $23,428,605  $23,436,318  
2 2% Late Fees                   $85,000  $85,000  $86,700  $88,434  $90,203  $92,007  
3 Consol Sanitation District-Service  $268,367  $278,431  $284,000  $289,680  $295,473  $301,383  
4 Sanitation Service Fees        $22,625,291  $23,042,929  $23,042,929  $23,042,929  $23,042,929  $23,042,929  
5        

6 Non-Operating Revenue $590,357  $551,240  $677,909  $706,800  $713,540  $715,879  
7 Property Taxes And Assessments $75,000  $75,000  $75,000  $75,000  $75,000  $75,000  
8 Property Taxes-Suppl Roll      $2,000  $2,000  $2,000  $2,000  $2,000  $2,000  
9 Int On Investments & Savings   $396,006  $396,006  $522,675  $551,566  $558,306  $560,645  

10 Contrib Rev-Conn Fees          $117,351  $78,234  $78,234  $78,234  $78,234  $78,234  
11        

12 TOTAL REVENUES $23,569,015  $23,957,600  $24,091,537  $24,127,843  $24,142,145  $24,152,197  
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8.3 OPERATING EXPENSES 
WRE worked with District staff to determine the most appropriate escalation factors for various 
operating expense categories in the District’s budget. Table 8-5 shows the expense escalation factors 
used to inflate O&M expenses in FY 2026 through FY 2030. 
 

Table 8-5: Expense Escalation Factors 

Line Expense Escalation Factors FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 General 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 
2 Salaries 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 
3 Benefits 8.0% 8.0% 8.0% 8.0% 8.0% 8.0% 
4 Chemicals 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 
5 Energy/Utilities 10.0% 10.0% 10.0% 10.0% 10.0% 10.0% 
6 Capital 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 
7 Water Supply 7.0% 7.0% 7.0% 7.0% 7.0% 7.0% 
8 Non-Inflated/Passthrough 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

 
Table 8-6 shows the projected O&M expenses for the study period. District staff provided the 
budgeted O&M expenses for FY 2025 and FY 2026. The budgeted values are escalated each year 
based on the escalation factors in Table 8-5.  
 

Table 8-6: Operating Expenses 

Line Operating Expenses FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Labor                          $17,243  $17,386  $18,255  $19,168  $20,126  $21,133  
2 Energy                         $97,642  $102,504  $112,754  $124,030  $136,433  $150,076  
3 Telephone                      $10,603  $10,603  $11,027  $11,468  $11,927  $12,404  
4 Water                          $1,428  $1,499  $1,649  $1,814  $1,995  $2,195  
5 Supplies/Material              $35,000  $35,000  $36,400  $37,856  $39,370  $40,945  
6 Outside Services               $3,612  $3,612  $3,756  $3,907  $4,063  $4,226  
7 Purch Svc-Share Of JV Net      $15,621,402  $15,734,992  $16,364,392  $17,018,967  $17,699,726  $18,407,715  
8 Purch Svc-City Of LA           $783,700  $695,800  $723,632  $752,577  $782,680  $813,988  
9 Rental Charges-Fac Repl        $23,772  $23,772  $24,723  $25,712  $26,740  $27,810  

10 Other Professional Serv        $0  $250,000  $260,000  $270,400  $281,216  $292,465  
11 Allocated Support Services     $549,291  $479,247  $498,417  $518,354  $539,088  $560,651  
12 Allocated Operating Services   $2,517,517  $2,514,439  $2,615,017  $2,719,617  $2,828,402  $2,941,538  
13        

14 Total Operating Expense $19,661,210  $19,868,854  $20,670,022  $21,503,870  $22,371,767  $23,275,145  
 

8.4 DEBT SERVICE 
Table 8-7 shows the District’s projected annual debt service for the study period for the PWP costs, 
provided by District staff. The District has no other existing sanitation debt service.  
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Table 8-7: PWP Projected Debt Service 

Line Debt Service FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Pure Water Debt Service $0  $390,977  $2,020,037  $5,085,598  $7,192,098  $8,235,209  
2 Total Debt Service $0  $390,977  $2,020,037  $5,085,598  $7,192,098  $8,235,209  

 

8.5 CAPITAL IMPROVEMENT PLAN 
CAPITAL IMPROVEMENT PROJECTS 

The District provided a 10-year CIP plan, the relevant six years costs are shown in Table 8-8. The CIP 
does not include capital expenses for the PWP, which will be funded primarily through debt. The total 
6-year CIP cost is $42 million. 
 

Table 8-8: Capital Improvement Projects 

Line Capital Improvement Projects 
Project 

No. 
FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 

1 Sanitation Replacement        

2 SCADA System Communication Upgrades 10520 $469,180  $221,684  $221,684  $221,684  $221,684  $221,684  

3 Summer Season TMDL Compliance 10619 $380,702  $0  $0  $0  $0  $0  

4 Rancho Las Virgenes Storm Water Diversion 10668 $121,361  $0  $0  $0  $0  $0  

5 Pavement Restoration Rancho 10693 $0  $0  $0  $380,534  $0  $0  

6 Tapia Tertiary Filter Rehabilitation 10703 $314,876  $0  $0  $0  $0  $0  

7 
Multi Site Security Assessment and 
Improvement - JPA 10724 $353,000  $242,299  $100,647  $0  $0  $0  

8 Tapia Flow Equalization 10737 $2,668,179  $0  $0  $783,660  $783,660  $783,660  

9 Concrete Corrosion/Crack Repair - Tapia 10741 $221,684  $0  $0  $0  $0  $0  

10 Lift Station Improvements 10742 $871,890  $330,000  $330,000  $0  $0  $0  

11 Fire Hardening - JPA Facilities 10743 $186,384  $139,788  $139,788  $69,894  $46,596  $46,596  

12 Discharge Point Rehabilitation 10745 $481,822  $465,960  $229,252  $0  $0  $0  

13 New RAS Wet Well and Pumps 10747 $84,720  $940,392  $0  $0  $0  $84,720  

14 
Centrate Tank Inspection and Rehabilitation 
Assessment 

10748 $105,848  $46,596  $46,596  $0  $0  $0  

15 Tapia Influent Pump Replacement 10749 $0  $70,600  $1,175,490  $0  $0  $0  

16 Lift Station No. 1 Pump Replacement 10750 $393,327  $0  $0  $0  $0  $0  

17 Lift Station No. 2 Pump Replacement 10751 $396,000  $300,000  $0  $1,665,000  $660,000  $0  

18 
Tapia Sludge Wet Well Re-circulation Piping 
Replacement 10752 $128,492  $0  $0  $0  $0  $0  

19 Tapia Air Line Repair 10753 $232,980  $0  $0  $0  $0  $0  

20 Trunk Sanitation System Improvements 10756 $465,960  $465,960  $465,960  $783,660  $783,660  $783,660  

21 Tapia Secondary Clarifier Rehabilitation 10794 $721,013  $279,576  $0  $0  $0  $0  

22 Tapia Effluent Pump Station Rehabilitation 10795 $1,049,136  $0  $0  $0  $0  $0  

23 Tapia Control Building Improvements 10796 $371,631  $139,788  $93,192  $139,788  $0  $0  

24 JPA Condition Assessment and Rehab Planning 10797 $70,047  $0  $0  $0  $0  $0  

25 Centrifuge Controls Upgrade 10798 $372,274  $0  $0  $0  $0  $0  

26 Rancho Reliability Improvements 10799 $199,092  $204,740  $211,800  $217,448  $93,192  $93,192  
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27 Tapia Water Reclamation Facility Improvements 10800 $93,192  $93,192  $93,192  $93,192  $93,192  $93,192  

28 Tapia Aluminum Sulfate Tank Replacement 10801 $531,868  $0  $0  $0  $0  $0  

29 Malibou Lake Siphon Project 10803 $624,009  $0  $0  $0  $0  $0  

30 Rancho Las Virgenes - New Flare 10804 $441,753  $0  $494,200  $494,200  $70,600  $0  

31 Grit Chamber Mixing System Replacement 10805 $139,788  $0  $0  $0  $0  $0  

32 Rancho Las Virgenes SCADA Improvements 10807 $64,058  $0  $0  $0  $0  $0  

33 Tapia Flood Wall Improvements 10813 $139,788  $0  $0  $0  $93,192  $93,192  

34 Rancho Distribution Screw Conveyor #1 10818 $213,159  $0  $0  $0  $0  $0  

35 Pavement Restoration Tapia 10836 $304,992  $0  $0  $0  $0  $0  

36 Tapia Primary Clarifiers Rehabilitation 10838 $52,950  $1,175,490  $0  $0  $0  $0  

37 Tapia Sulzer Blower Check Valve Replacement 10839 $69,894  $0  $0  $0  $0  $0  

38 
Tapia Tertiary Filter Influent Valve/Backwash 
Control Replacement 10840 $17,650  $205,022  $0  $0  $0  $0  

39 Tapia Bisulfite Line Replacement 10841 $14,120  $167,746  $0  $0  $0  $0  

40 Tapia Group Seating Area 10842 $10,590  $139,788  $0  $0  $0  $0  

41 Tapia Generator Replacement 10843 $0  $105,900  $105,900  $105,900  $3,918,300  $0  

42 Rancho Dust Collector Retrofit 10844 $46,596  $0  $0  $0  $0  $0  

43 Rancho Boiler Replacement 10845 $425,718  $317,700  $0  $0  $0  $0  

44 Rancho Control Building Improvements 10846 $36,147  $0  $0  $0  $0  $0  

45 
Rancho Dewatering-Reactor Building Patio 
Cover 

10847 $10,590  $46,596  $0  $0  $0  $0  

46 Rancho Metering Bin Replacement 10848 $17,650  $88,250  $1,724,052  $0  $0  $0  

47 Tapia Process Pipe/Tank Painting 202507 $0  $35,300  $35,300  $35,300  $35,300  $35,300  

48 Tapia Primary Wet Well Mixing Pipe 
Replacement 

202509 $0  $0  $21,180  $298,214  $0  $0  

49 Tapia Headworks Piping 202510 $0  $0  $0  $21,180  $232,980  $0  

50 Mureau Road Sanitation Line 202511 $0  $0  $0  $0  $0  $1,765,000  

51 Rancho Roof Repairs 202512 $0  $0  $0  $105,900  $0  $0  

52 Forklift (Rancho) 202516 $0  $49,420  $0  $0  $0  $0  

53 Sanitation Replacement Total  $13,914,110  $6,271,787  $5,488,234  $5,415,554  $7,032,356  $4,000,196  

54         

55 Total Infrastructure Improvement Program  $13,914,110  $6,271,787  $5,488,234  $5,415,554  $7,032,356  $4,000,196  

 
CAPITAL FINANCING PLAN 

Table 8-9 shows the capital financing plan. The capital execution rate for each year (Line 1) is 
multiplied by the total infrastructure improvement program costs (Table 8-8, Line 55) to arrive at the 
executed infrastructure improvement program costs (Line 2). The executed infrastructure program 
costs (Line 2) are then smoothed out over the study period (Line 6) to avoid large variations in capital 
costs year to year. All capital projects costs will be funded by sanitation rates or reserves (Line 11). 
Unfunded CIP (Line 12) represents the difference between total infrastructure improvement program 
costs (Table 8-8, Line 55) and smoothed out costs (Line 6). The rate funded CIP for the sanitation 
portion of PWP costs is also shown below based on staff input (Line 16). 
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Table 8-9: Capital Financing Plan 

Line Capital Financing Plan FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Capital Execution Rate 30% 100% 100% 100% 100% 100% 
2 Executed CIP $4,174,233  $6,271,787  $5,488,234  $5,415,554  $7,032,356  $4,000,196  
3        

4 
Total Infrastructure Improvement 
Program - Executed $4,174,233  $6,271,787  $5,488,234  $5,415,554  $7,032,356  $4,000,196  

5        

6 
Capital Execution Rate - Smoothed 
Out 

$4,174,233  $3,629,691  $3,629,691  $3,629,691  $3,629,691  $3,629,691  

7        

8 
Capital Financing Plan - Sanitation 
Replacement 

      

9 Debt Funded CIP $0  $0  $0  $0  $0  $0  
10 Grant Funded CIP $0  $0  $0  $0  $0  $0  
11 Rate Funded CIP $4,174,233  $3,629,691  $3,629,691  $3,629,691  $3,629,691  $3,629,691  
12 Unfunded CIP $9,739,877  $2,642,096  $1,858,542  $1,785,863  $3,402,665  $370,505  

13 
Total - Capital Financing Plan - 
Sanitation Replacement 

$13,914,110  $6,271,787  $5,488,234  $5,415,554  $7,032,356  $4,000,196  

14        
15 Capital Financing Plan - PWP Portion       
16 Rate Funded CIP $4,500,000  $5,500,000  $0  $0  $0  $0  

 

8.6 FINANCIAL POLICIES 
RESERVE POLICY 

The District’s current reserve policy maintains cash on hand to meet short-term cash imbalances and 
execute CIP projects. 
 
The District currently has an adopted reserve policy that consists of the following components: 

 Operating Fund Target: 25% of annual O&M expenses 
 Capital Replacement Target: 3 years of depreciation   

The reserve target for the study period ranges from approximately $18.1 to $20.0 million in the 
District’s reserve funds. 
 
DEBT COVERAGE REQUIREMENT 

The District is currently working on closing a State Revolving Fund loan for its Pure Water Las 
Virgenes-Triunfo project. That loan’s debt coverage requirement is 120% of the 5-year maximum 
annual debt service (MADS) for PWP debt service. To meet coverage requirements for PWP debt 
service, net revenues (revenues less operating expenses) must be 120% or more of maximum annual 
debt service within the next 5-year period, including both existing and PWP debt service. However, 
the Board’s adopted policy principle desires a debt coverage requirement of 150%. A higher coverage 
ratio would typically result in higher credit rating and lower interest rates. The District’s ability to 



Las Virgenes Municipal Water District  
2025 Potable Water, Recycled Water, and Sanitation Cost of Service and Rate Study 
 

Water Resources Economics 
130 

meet debt coverage requirements for PWP and other existing debt service will be determined based 
on the combined financial performance of all three utilities shown in Table 8-13 and Table 8-18.  
 

8.7 STATUS QUO FINANCIAL PLAN 
STATUS QUO CASH FLOW PROJECTIONS 

Table 8-10 shows the cash flow projections for the status quo financial plan. Revenues26 (Lines 1-8) 
are from Table 8-4. Operating expenses (Lines 10-14) are from Table 8-6. Net operating revenue (Line 
16) is equal to the difference between total revenues (Line 8) and total expenses (Line 14). Debt 
service (Lines 18-22) is from Table 8-7. Rate funded CIP (Line 26) and PWP rate funded CIP (Line 27) 
are from Table 8-9. Net cash flow (Line 30) is equal to the net operating revenue (Line 16) less debt 
service (Line 22) and rate funded CIP (Line 28). Debt proceeds and debt funded CIP are not included 
in the cash flow projections. 
 
The net operating revenue in this scenario is positive for all years, meaning that the District’s current 
revenues are sufficient to fund its operating expenses in the near future. However, the net cash flow 
in the status quo scenario is negative for FY 2025 through FY 2030, meaning that the District’s current 
revenues are not sufficient to fund its debt service and annual CIP. 
 
 

 
26 Interest income (Line 7) is different in the status quo financial plan scenario because it is based on projected fund 
balances. The status quo scenario results in lower fund balances; therefore, the District has less interest income. Table 8-4 
shows the interest income for the proposed financial plan scenario. 
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Table 8-10: Projected Cash Flows (Status Quo Financial Plan) 

Line Cash Flow Projections FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Revenues       

2 Rate Revenues at Existing Rates $22,625,291  $23,042,929  $23,042,929  $23,042,929  $23,042,929  $23,042,929  
3 Revenue Adjustments $0  $0  $0  $0  $0  $0  
4 Connection Fees $117,351  $78,234  $78,234  $78,234  $78,234  $78,234  
5 Miscellaneous Revenues $353,367  $363,431  $370,700  $378,114  $385,676  $393,389  
6 All Other Revenues $77,000  $77,000  $77,000  $77,000  $77,000  $77,000  
7 Interest Income $396,006  $396,006  $442,946  $357,867  $202,499  ($5,033) 
8 Subtotal - Revenues $23,569,015  $23,957,600  $24,011,809  $23,934,144  $23,786,337  $23,586,519  
9        

10 Operating Expenses       

11 Operating Expenses $3,256,108  $3,438,062  $3,581,999  $3,732,325  $3,889,361  $4,053,442  
12 Treatment Expenses $16,405,102  $16,430,792  $17,088,024  $17,771,545  $18,482,406  $19,221,703  
13 PWP Operating Expenses $0  $0  $0  $0  $0  $0  
14 Subtotal - Operating Expenses $19,661,210  $19,868,854  $20,670,022  $21,503,870  $22,371,767  $23,275,145  
15        

16 Net Revenue $3,907,805  $4,088,746  $3,341,786  $2,430,274  $1,414,571  $311,374  
17        

18 Debt Service       

19 Existing Debt Service $0  $0  $0  $0  $0  $0  
20 Pure Water Debt Service $0  $390,977  $2,020,037  $5,085,598  $7,192,098  $8,235,209  
21 Proposed Debt Service $0  $0  $0  $0  $0  $0  
22 Subtotal - Debt Service $0  $390,977  $2,020,037  $5,085,598  $7,192,098  $8,235,209  
23        

24 Capital Projects       

25 Grant Funded CIP $0  $0  $0  $0  $0  $0  
26 Rate Funded CIP $4,174,233  $3,629,691  $3,629,691  $3,629,691  $3,629,691  $3,629,691  
27 PWP - Rate Funded $4,500,000  $5,500,000  $0  $0  $0  $0  
28 Subtotal - Capital Projects $8,674,233  $9,129,691  $3,629,691  $3,629,691  $3,629,691  $3,629,691  
29        

30 Net Cash Flow ($4,766,428) ($5,431,923) ($2,307,942) ($6,285,016) ($9,407,219) ($11,553,526) 
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STATUS QUO FUND BALANCE PROJECTIONS 

Table 8-11 shows the operating, capital replacement, and construction fund balance projections for the status quo financial plan. Based on 
the sources (revenues) and uses (operating expenses, debt service, and transfer to or from the capital replacement fund) of operating 
funds, the District’s total operating balances will be approximately -$41.1 million at the end of the study in FY 2030. Based on the sources 
(transfer to or from the operating fund, revenues, and debt proceeds) and uses (debt funded CIP, grant funded CIP, infrastructure program 
rate funded CIP, and PWP rate funded CIP) of replacement funds, the District’s total capital replacement balances will be approximately 
$27.9 million at the end of the study in FY 2030. Based on the sources (connection fee revenues) and uses (connection fee funded CIP) of 
construction funds, the District’s total construction balance will be approximately $7.2 million at the end of the study in FY 2030.  
 
The District’s construction fund balances are restricted for connection fees and connection fee funded capital projects, of which the District 
is projecting no connection fee funded capital projects for the study period. The District’s unrestricted fund balance (Line 52) which will be 
used to meet reserve requirements is calculated by adding the operating fund balance ending balance (Line 17) and replacement fund 
ending balance (Line 36). The District’s total unrestricted fund balance will be approximately -$13.2 million at the end of the study in FY 
2030. 
 

Table 8-11: Projected Fund Balances (Status Quo Financial Plan) 

Line Fund Balance Projections FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Sanitation Operating       

2 Beginning Balance $5,750,659  $9,212,640  $3,503,702  ($3,697,649) ($14,973,942) ($27,452,264) 
3        

4 Sources of Funds       

5 Rate Revenues $22,625,291  $23,042,929  $23,042,929  $23,042,929  $23,042,929  $23,042,929  
6 Revenue Adjustments $0  $0  $0  $0  $0  $0  
7 Non-Rate Revenues $430,367  $440,431  $447,700  $455,114  $462,676  $470,389  
8 Interest Income $67,533  $67,533  ($1,920) ($184,867) ($420,061) ($679,016) 
9 Subtotal - Sources of Funds $23,123,191  $23,550,893  $23,488,708  $23,313,175  $23,085,543  $22,834,303  

10        

11 Uses of Funds       

12 Operating Expenses $19,661,210  $19,868,854  $20,670,022  $21,503,870  $22,371,767  $23,275,145  
13 Debt Service $0  $390,977  $2,020,037  $5,085,598  $7,192,098  $8,235,209  
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14 Transfer (from)/to Replacement27 $0  $9,000,000  $8,000,000  $8,000,000  $6,000,000  $5,000,000  
15 Subtotal - Uses of Funds $19,661,210  $29,259,831  $30,690,059  $34,589,468  $35,563,865  $36,510,353  
16        

17 Ending Balance $9,212,640  $3,503,702  ($3,697,649) ($14,973,942) ($27,452,264) ($41,128,315) 
18        

19 Sanitation Replacement       

20 Beginning Balance $21,976,613  $13,560,464  $13,688,856  $18,376,645  $23,158,189  $26,015,364  
21        

22 Sources of Funds       

23 Standby Charge Revenue $0  $0  $0  $0  $0  $0  
24 Transfer from/(to) Operation $0  $9,000,000  $8,000,000  $8,000,000  $6,000,000  $5,000,000  
25 Debt Proceeds $0  $0  $0  $0  $0  $0  
26 Interest Income $258,084  $258,084  $317,480  $411,236  $486,867  $534,010  
27 Subtotal - Sources of Funds $258,084  $9,258,084  $8,317,480  $8,411,236  $6,486,867  $5,534,010  
28        

29 Uses of Funds       

30 Debt Funded CIP $0  $0  $0  $0  $0  $0  
31 Grant Funded CIP $0  $0  $0  $0  $0  $0  
32 Rate Funded CIP $4,174,233  $3,629,691  $3,629,691  $3,629,691  $3,629,691  $3,629,691  
33 PWP - Rate Funded $4,500,000  $5,500,000  $0  $0  $0  $0  
34 Subtotal - Uses of Funds $8,674,233  $9,129,691  $3,629,691  $3,629,691  $3,629,691  $3,629,691  
35        

36 Ending Balance $13,560,464  $13,688,856  $18,376,645  $23,158,189  $26,015,364  $27,919,683  
37        

38 Sanitation Construction       

39 Beginning Balance $5,993,836  $6,181,576  $6,330,199  $6,535,820  $6,745,552  $6,959,480  
40        

41 Sources of Funds       

42 Connection Fees $117,351  $78,234  $78,234  $78,234  $78,234  $78,234  
43 Interest Income $70,389  $70,389  $127,386  $131,499  $135,693  $139,972  

 
27 Exact transfers (from)/to Replacement may vary 
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44 Subtotal - Sources of Funds $187,740  $148,623  $205,620  $209,733  $213,927  $218,206  
45        

46 Uses of Funds       

47 Rate Funded CIP $0  $0  $0  $0  $0  $0  
48 Subtotal - Uses of Funds $0  $0  $0  $0  $0  $0  
49        

50 Ending Balance $6,181,576  $6,330,199  $6,535,820  $6,745,552  $6,959,480  $7,177,686  
51        

52 Total Unrestricted Ending 
Balance $22,773,104  $17,192,558  $14,678,995  $8,184,247  ($1,436,900) ($13,208,631) 

 
STATUS QUO FINANCIAL PERFORMANCE 

The District’s financial performance is evaluated based on the reserve target, as shown in Table 8-12. Under the status quo financial plan, 
the District will not meet its reserve targets starting in FY 2026. 
 

Table 8-12: Forecasted Financial Performance (Status Quo Financial Plan) 

Line Financial Performance FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Existing Reserve Targets       

2 Sanitation Operating $4,915,303  $4,967,214  $5,167,506  $5,375,967  $5,592,942  $5,818,786  
3 Sanitation Replacement $12,841,235  $13,098,060  $13,360,021  $13,627,221  $13,899,766  $14,177,761  
4 Total Target $17,756,538  $18,065,273  $18,527,527  $19,003,189  $19,492,708  $19,996,547  
5 Total Reserve Balance $22,773,104  $17,192,558  $14,678,995  $8,184,247  ($1,436,900) ($13,208,631) 
6 Meets Target? Yes No No No No No 

           
Table 8-13 shows the District’s combined debt coverage of PWP debt service and other existing debt service. Total revenues (Line 1) and 
expenses (Line 2) are equal to the sum of potable water revenues and expenses (Table 2-14), recycled water revenues and expenses (Table 
5-12), and sanitation revenues and expenses (Table 8-10). Net revenue (Line 4) is calculated by subtracting total operating expenses (Line 2) 
from total revenue (Line 1). Debt service (Line 6) is equal to the sum of annual debt service for each utility, including existing debt from 
potable water, and PWP debt allocated across each utility. The 5-year Maximum Annual Debt Service (MADS) (Line 11) is equal to the sum 
of annual debt service for each year and the next four following years (Line 6). Calculated debt coverage for existing debt (Line 15) is 
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calculated by dividing net revenue (Line 4) by the annual debt service (Line 6). Calculated debt coverage for PWP debt based on 5-year 
MADS (Line 16) is calculated by dividing net revenue (Line 4) by 5-year MADS (Line 11).  
 
Under the status quo financial plan, the District will not meet its debt coverage requirements for existing debt starting in FY 2028. The 
District will not meet its debt coverage requirements for PWP debt for any year of the study period.  
 

 Table 8-13: Forecasted Combined Debt Coverage (Status Quo Financial Plan) 

Line Combined Debt Coverage FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Total Revenue $85,117,734  $84,957,409  $85,265,766  $85,189,501  $85,006,320  $84,746,610  
2 Total Operating Expenses ($65,451,414) ($68,854,016) ($71,392,131) ($73,474,576) ($76,143,191) ($78,524,666) 
3  

      
4 Net Revenue $19,666,320  $16,103,393  $13,873,635  $11,714,925  $8,863,129  $6,221,945  
5        
6 Debt Service $1,123,465  $1,807,026  $4,650,271  $10,005,492  $13,681,231  $15,500,434  
7 Existing Debt $1,123,465  $1,124,575  $1,124,295  $1,128,576  $1,127,419  $1,125,871  
8 Pure Water Project Debt $0  $682,451  $3,525,976  $8,876,916  $12,553,813  $14,374,563  
9 Proposed Debt $0  $0  $0  $0  $0  $0  

10  
      

11 5-year Maximum Annual Debt Service $0  $15,500,434  $15,500,434  $16,419,266  $16,419,266  $16,419,266  
12  

      
13 Required Debt Coverage 120% 120% 120% 120% 120% 120% 
14 Desired Debt Coverage 150% 150% 150% 150% 150% 150% 
15 Calculated Debt Coverage 1751% 891% 298% 117% 65% 40% 
16 Calculated Debt Coverage - 5-year MADS #N/A 104% 90% 71% 54% 38% 
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Figure 8-1 shows the comparison of revenues and the revenue requirement for the status quo 
scenario. The stacked bars represent the revenue requirements, or costs: teal for O&M expenses, 
green for debt service, and blue for rate funded CIP. The District will not be adding to its reserves 
(grey bars) in this scenario. The current revenue, shown as a solid line, is lower than the revenue 
requirements, meaning that revenues are insufficient to fund necessary costs. 
 

Figure 8-1: Revenue Requirements vs. Revenues (Status Quo Financial Plan) 

 
 
Figure 8-2 shows the debt coverage projections in the status quo financial plan. The required debt 
coverage (solid black line) is equal to 120%. The desired coverage (dashed dark blue line) is equal to 
150%. The calculated debt coverage (solid blue line) is equal to the calculated debt coverage for 
existing debt and the calculated debt coverage – 5 year MADS (solid green line) is equal to the 
calculated debt coverage for PWP debt. The District will not meet its debt coverage requirements for 
existing debt starting in FY 2028 and the District will not meet its debt coverage requirements for 
PWP debt starting in FY 2025 in this scenario. 
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Figure 8-2: Projected Debt Coverage (Status Quo Financial Plan) 

 
 
 
Figure 8-3 shows the fund balance projections in the status quo financial plan. The District’s ending 
balance (green bars) will not meet the reserve targets (dashed line) starting in FY 2026.  
 

Figure 8-3: Projected Fund Balances (Status Quo Financial Plan) 

 
 

8.8 PROPOSED FINANCIAL PLAN 
PROPOSED FINANCIAL PLAN 

The proposed financial plan includes five years of revenue adjustments, shown in Table 8-14.  
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Table 8-14: Proposed Financial Plan 

Line Fiscal Year Revenue 
Adjustments 

Effective 
Month 

1 FY 2026 15% January 
2 FY 2027 8% January 
3 FY 2028 8% January 
4 FY 2029 8% January 
5 FY 2030 5% January 

 
PROPOSED CASH FLOW PROJECTIONS 

Table 8-15 shows the cash flow projections for the proposed financial plan. Revenues (Lines 1-8) are 
from Table 8-4, with the exception of revenue adjustments (Line 3), which are based on the 
adjustments shown in Table 8-14. Operating expenses (Lines 10-14) are from Table 8-6. Net 
operating revenue (Line 16) is equal to the difference between total revenues (Line 8) and total 
expenses (Line 14). Debt service (Lines 18-22) is from Table 8-7. Rate funded CIP (Line 26) and PWP 
rate funded CIP (Line 27) are from Table 8-9. Net cash flow (Line 30) is equal to the net operating 
revenue (Line 16) less debt service (Line 22) and rate funded CIP (Line 28). Debt proceeds and debt 
funded CIP are not included in the cash flow projections, since they are accounted for in the rate 
funded CIP projection numbers. 
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Table 8-15: Projected Cash Flows (Proposed Financial Plan) 

Line Cash Flow Projections FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Revenues       

2 Rate Revenues at Existing Rates $22,625,291  $23,042,929  $23,042,929  $23,042,929  $23,042,929  $23,042,929  
3 Revenue Adjustments $0  $1,728,220  $4,516,414  $6,721,161  $9,102,289  $11,173,182  
4 Connection Fees $117,351  $78,234  $78,234  $78,234  $78,234  $78,234  
5 Miscellaneous Revenues $353,367  $363,431  $370,700  $378,114  $385,676  $393,389  
6 All Other Revenues $77,000  $77,000  $77,000  $77,000  $77,000  $77,000  
7 Interest Income $396,006  $396,006  $522,675  $551,566  $558,306  $560,645  
8 Subtotal - Revenues $23,569,015  $25,685,819  $28,607,951  $30,849,004  $33,244,433  $35,325,380  
9        

10 Operating Expenses       

11 Operating Expenses $3,256,108  $3,438,062  $3,581,999  $3,732,325  $3,889,361  $4,053,442  
12 Treatment Expenses $16,405,102  $16,430,792  $17,088,024  $17,771,545  $18,482,406  $19,221,703  
13 PWPed Operating Expenses $0  $0  $0  $0  $0  $0  
14 Subtotal - Operating Expenses $19,661,210  $19,868,854  $20,670,022  $21,503,870  $22,371,767  $23,275,145  
15        

16 Net Revenue $3,907,805  $5,816,965  $7,937,929  $9,345,134  $10,872,667  $12,050,235  
17        

18 Debt Service       

19 Existing Debt Service $0  $0  $0  $0  $0  $0  
20 Pure Water Debt Service $0  $390,977  $2,020,037  $5,085,598  $7,192,098  $8,235,209  
21 Proposed Debt Service $0  $0  $0  $0  $0  $0  
22 Subtotal - Debt Service $0  $390,977  $2,020,037  $5,085,598  $7,192,098  $8,235,209  
23        

24 Capital Projects       

25 Grant Funded CIP $0  $0  $0  $0  $0  $0  
26 Rate Funded CIP $4,174,233  $3,629,691  $3,629,691  $3,629,691  $3,629,691  $3,629,691  
27 PWP - Rate Funded $4,500,000  $5,500,000  $0  $0  $0  $0  
28 Subtotal - Capital Projects $8,674,233  $9,129,691  $3,629,691  $3,629,691  $3,629,691  $3,629,691  
29        

30 Net Cash Flow ($4,766,428) ($3,703,703) $2,288,200  $629,845  $50,877  $185,335  
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PROPOSED FUND BALANCE PROJECTIONS 

Table 8-16 shows the operating, capital replacement, and construction fund balance projections for the status quo financial plan. Based on 
the sources (revenues) and uses (operating expenses, debt service, and transfer to or from the capital replacement fund) of operating 
funds, the District’s total operating balances will be approximately -$6.6 million at the end of the study in FY 2030. Based on the sources 
(transfer to or from the operating fund, revenues, and debt proceeds) and uses (debt funded CIP, grant funded CIP, infrastructure program 
rate funded CIP, and PWP rate funded CIP) of replacement funds, the District’s total capital replacement balances will be approximately 
$27.9 million at the end of the study in FY 2030. Based on the sources (connection fee revenues) and uses (connection fee funded CIP) of 
construction funds, the District’s total construction balance will be approximately $7.2 million at the end of the study in FY 2030.  
 
The District’s construction fund balances are restricted for connection fees and connection fee funded capital projects, of which the District 
is projecting no connection fee funded capital projects for the study period. The District’s unrestricted fund balance (Line 52) which will be 
used to meet reserve requirements is calculated by adding the operating fund balance ending balance (Line 17) and replacement fund 
ending balance (Line 36). The District’s total unrestricted fund balance will be approximately $21.2 million at the end of the study in FY 
2030. 
 

Table 8-16: Projected Fund Balances (Proposed Financial Plan) 

Line Fund Balance Projections FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Sanitation Operating       

2 Beginning Balance $5,750,659  $9,212,640  $5,231,921  $2,626,713  ($1,734,720) ($4,754,946) 
3        

4 Sources of Funds       

5 Rate Revenues $22,625,291  $23,042,929  $23,042,929  $23,042,929  $23,042,929  $23,042,929  
6 Revenue Adjustments $0  $1,728,220  $4,516,414  $6,721,161  $9,102,289  $11,173,182  
7 Non-Rate Revenues $430,367  $440,431  $447,700  $455,114  $462,676  $470,389  
8 Interest Income $67,533  $67,533  $77,808  $8,832  ($64,254) ($113,337) 
9 Subtotal - Sources of Funds $23,123,191  $25,279,113  $28,084,851  $30,228,035  $32,543,639  $34,573,163  

10        

11 Uses of Funds       

12 Operating Expenses $19,661,210  $19,868,854  $20,670,022  $21,503,870  $22,371,767  $23,275,145  
13 Debt Service $0  $390,977  $2,020,037  $5,085,598  $7,192,098  $8,235,209  
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14 Transfer (from)/to Replacement $0  $9,000,000  $8,000,000  $8,000,000  $6,000,000  $5,000,000  
15 Subtotal - Uses of Funds $19,661,210  $29,259,831  $30,690,059  $34,589,468  $35,563,865  $36,510,353  
16        

17 Ending Balance $9,212,640  $5,231,921  $2,626,713  ($1,734,720) ($4,754,946) ($6,692,135) 
18        

19 Sanitation Replacement       

20 Beginning Balance $21,976,613  $13,560,464  $13,688,856  $18,376,645  $23,158,189  $26,015,364  
21        

22 Sources of Funds       

23 Standby Charge Revenue $0  $0  $0  $0  $0  $0  
24 Transfer from/(to) Operation $0  $9,000,000  $8,000,000  $8,000,000  $6,000,000  $5,000,000  
25 Debt Proceeds $0  $0  $0  $0  $0  $0  
26 Interest Income $258,084  $258,084  $317,480  $411,236  $486,867  $534,010  
27 Subtotal - Sources of Funds $258,084  $9,258,084  $8,317,480  $8,411,236  $6,486,867  $5,534,010  
28        

29 Uses of Funds       

30 Debt Funded CIP $0  $0  $0  $0  $0  $0  
31 Grant Funded CIP $0  $0  $0  $0  $0  $0  
32 Rate Funded CIP $4,174,233  $3,629,691  $3,629,691  $3,629,691  $3,629,691  $3,629,691  
33 PWP - Rate Funded $4,500,000  $5,500,000  $0  $0  $0  $0  
34 Subtotal - Uses of Funds $8,674,233  $9,129,691  $3,629,691  $3,629,691  $3,629,691  $3,629,691  
35        

36 Ending Balance $13,560,464  $13,688,856  $18,376,645  $23,158,189  $26,015,364  $27,919,683  
37        

38 Sanitation Construction       

39 Beginning Balance $5,993,836  $6,181,576  $6,330,199  $6,535,820  $6,745,552  $6,959,480  
40        

41 Sources of Funds       

42 Connection Fees $117,351  $78,234  $78,234  $78,234  $78,234  $78,234  
43 Interest Income $70,389  $70,389  $127,386  $131,499  $135,693  $139,972  
44 Subtotal - Sources of Funds $187,740  $148,623  $205,620  $209,733  $213,927  $218,206  
45        
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46 Uses of Funds       

47 Rate Funded CIP $0  $0  $0  $0  $0  $0  
48 Subtotal - Uses of Funds $0  $0  $0  $0  $0  $0  
49        

50 Ending Balance $6,181,576  $6,330,199  $6,535,820  $6,745,552  $6,959,480  $7,177,686  
51        

52 Total Unrestricted Ending 
Balance $22,773,104  $18,920,777  $21,003,357  $21,423,469  $21,260,419  $21,227,548  

 
PROPOSED FINANCIAL PERFORMANCE 

Table 8-17 shows the forecasted financial performance for the proposed financial plan. Under this plan, the District will meet its reserve 
targets in all years with the proposed revenue adjustments.  
 

Table 8-17: Forecasted Financial Performance (Proposed Financial Plan) 

Line Financial Performance FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Existing Reserve Targets       

2 Sanitation Operating $4,915,303  $4,967,214  $5,167,506  $5,375,967  $5,592,942  $5,818,786  
3 Sanitation Replacement $12,841,235  $13,098,060  $13,360,021  $13,627,221  $13,899,766  $14,177,761  
4 Total Target $17,756,538  $18,065,273  $18,527,527  $19,003,189  $19,492,708  $19,996,547  
5 Total Reserve Balance $22,773,104  $18,920,777  $21,003,357  $21,423,469  $21,260,419  $21,227,548  
6 Meets Target? Yes Yes Yes Yes Yes Yes 

 
Table 8-18 shows the District’s combined debt coverage of PWP debt service and all other debt service from each utility. Total revenues 
(Line 1) and expenses (Line 2) are equal to the sum of potable water revenues/ expenses (Table 2-14), recycled water revenues/ expenses 
(Table 5-12), and sanitation revenues/ expenses (Table 8-10). Net revenue (Line 4) is calculated by subtracting total operating expenses 
(Line 2) from total revenue (Line 1). Debt service (Line 6) is equal to the sum of annual debt service for each utility, including existing debt 
from potable water, and PWP debt allocated across each utility. The 5-year Maximum Annual Debt Service (MADS) (Line 11) is equal to the 
sum of annual debt service for each year and the next four following years (Line 6). Calculated debt coverage for existing potable water 
debt (Line 15) is calculated by dividing net revenue (Line 4) by the annual debt service (Line 6). Calculated debt coverage for PWP debt 
based on 5-year MADS (Line 16) is calculated by dividing net revenue (Line 4) by 5-year MADS (Line 11).  
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Under the proposed financial plan, the District will meet its debt coverage requirements for existing debt starting and PWP debt for each 
year of the study period.  
 

Table 8-18: Forecasted Debt Coverage (Proposed Financial Plan) 

Line Combined Debt Coverage FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030 
1 Total Revenue $85,117,734  $89,190,344  $96,116,157  $100,837,329  $105,964,633  $111,087,166  
2 Total Operating Expenses ($65,451,414) ($68,854,016) ($71,392,131) ($73,474,576) ($76,143,191) ($78,524,666) 
3        

4 Net Revenue $19,666,320  $20,336,328  $24,724,025  $27,362,753  $29,821,442  $32,562,501  
5        
6 Debt Service $1,123,465  $1,807,026  $4,650,271  $10,005,492  $13,681,231  $15,500,434  
7 Existing Debt $1,123,465  $1,124,575  $1,124,295  $1,128,576  $1,127,419  $1,125,871  
8 Pure Water Project Debt $0  $682,451  $3,525,976  $8,876,916  $12,553,813  $14,374,563  
9 Proposed Debt $0  $0  $0  $0  $0  $0  

10        

11 5-year Maximum Annual Debt Service $0  $15,500,434  $15,500,434  $16,419,266  $16,419,266  $16,419,266  
12        

13 Required Debt Coverage 120% 120% 120% 120% 120% 120% 
14 Desired Debt Coverage 150% 150% 150% 150% 150% 150% 
15 Calculated Debt Coverage 1751% 1125% 532% 273% 218% 210% 

16 Calculated Debt Coverage - 5-year 
MADS #N/A 131% 160% 167% 182% 198% 
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Figure 8-4 shows a comparison of revenues and the revenue requirement for the proposed scenario. 
The stacked bars represent the revenue requirements, or costs. The District will add to its reserves 
(grey bars) in this scenario. The current revenue, shown as a solid line, is significantly lower than the 
revenue requirements. The proposed revenue, shown as a dotted line, enables the District to 
sufficiently fund its expenses. 
 

Figure 8-4: Revenue Requirements vs. Revenues (Proposed Financial Plan) 

 
 
Figure 8-5 shows the debt coverage projections in the proposed financial plan. The required debt 
coverage (solid black line) is equal to 120%. The desired coverage (dashed dark blue line) is equal to 
150%. The calculated debt coverage (solid blue line) is equal to the calculated debt coverage for 
existing debt and the calculated debt coverage – 5 year MADS (solid green line) is equal to the 
calculated debt coverage for PWP debt. The District will meet its debt coverage requirements in this 
scenario. 
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Figure 8-5: Projected Debt Coverage (Proposed Financial Plan) 

 
 
Figure 8-6 shows the fund balance projections in the proposed financial plan. The District’s ending 
balance (green bars) will meet the reserve target (dashed line) in all years of the financial plan.  
 

Figure 8-6: Projected Fund Balances (Proposed Financial Plan) 
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9. COST-OF-SERVICE ANALYSIS 
9.1 COST-OF-SERVICE OVERVIEW 
A cost-of-service (COS) analysis is a technical process used to determine the cost of providing 
sanitation service to the City’s customers based on each customer’s use of and burden on the 
sanitation system. The COS analysis is the basis of the nexus between the costs incurred by the utility 
to provide sanitation service and the sanitation rates charged to customers, which is a requirement of 
Proposition 218.  
 
The COS methodology is based on industry standards set forth by WEF. The overall goal of the cost-
of-service analysis is to develop “unit costs,” which provide the basis from which proposed rates are 
directly calculated from. Note that although the study period spans multiple years, the cost-of-service 
analysis is limited to a single representative year referred to as the “test year.” The test year in this 
study is FY 2025.  
 
The key steps in conducting a cost-of-service analysis are outlined below: 

 Revenue requirement determination: The revenue requirement for the test year is 
determined based on the results of the proposed financial plan and divided into primary sub-
components (operating, capital, etc.). 

 Cost functionalization: Operating and capital costs are evaluated and assigned to “functional 
categories” in the sanitation system (e.g., flow, treatment, billing, etc.). This provides a 
proportional breakdown of system costs by functional category. 

 Revenue requirement allocation to cost causation components: Functionalized costs are 
allocated to “cost causation components” (e.g., flow, CBOD, SS, billing, etc.), which is used to 
attribute customers’ use of the system to the City’s incursion of costs. 

 Unit cost development: The allocation of revenue requirements for each individual cost 
causation component is divided by the appropriate units of service to establish unit costs for 
the test year. Unit costs provide the basis from which proposed rates are calculated. 

 

9.2 REVENUE REQUIREMENT 
The total rate revenue requirement for the test year, FY 2025, is based on the financial plan 
projections (Table 8-15) and is allocated between the Operating, Capital, and Revenue Offset 
components, as shown in Table 9-1. The Operating revenue requirement consists of operating 
expenses (Line 2). The Capital revenue requirement includes rate funded CIP (Line 4) less connection 
fees (Line 8) and adjustments to cash from reserves (Line 15; from Table 8-15, Line 30). The Revenue 
Offset includes miscellaneous revenues (Line 9), all other revenues (Line 10), and interest income 
(Line 11). The total revenue requirement (Line 19) is equal to the amount of rate revenue collected in 
FY 2025 (Table 8-15, Line 2).  
  



Las Virgenes Municipal Water District  
2025 Potable Water, Recycled Water, and Sanitation Cost of Service and Rate Study 
 

Water Resources Economics 
147 

Table 9-1: FY 2025 Revenue Requirement 

Line FY 2025 Revenue Requirement Operating Capital Rev. Offset Total 
1 Revenue Requirements     

2 Operating Expenses $19,661,210  $0  $0  $19,661,210  
3 Debt Service $0  $0  $0  $0  
4 Rate Funded CIP $0  $8,674,233  $0  $8,674,233  
5 Subtotal - Revenue Requirements $19,661,210  $8,674,233  $0  $28,335,443  
6      

7 Revenue Offsets     

8 Connection Fees $0  ($117,351) $0  ($117,351) 
9 Miscellaneous Revenues $0  $0  ($353,367) ($353,367) 

10 All Other Revenues $0  $0  ($77,000) ($77,000) 
11 Interest Income $0  $0  ($396,006) ($396,006) 
12 Subtotal - Revenue Offsets $0  ($117,351) ($826,373) ($943,724) 
13      

14 Adjustments     

15 Cash to/(from) Reserves $0  ($4,766,428) $0  ($4,766,428) 
16 Revenue Adjustment Annualization $0  $0  $0  $0  
17 Subtotal - Adjustments $0  ($4,766,428) $0  ($4,766,428) 
18      

19 Total - Revenue Requirement $19,661,210  $3,790,454  ($826,373) $22,625,291  
 

9.3 MASS BALANCE 
The next step in the cost-of-service analysis is to complete a mass balance, which is detailed in this 
section. Wastewater flow data is not typically metered, which means that a mass balance must be 
completed in order to estimate the wastewater flow and strength for each customer class. 
Wastewater flow and strength estimates are based on known data (such as total flows into the 
treatment plant, inflow and infiltration, commercial users water use data and return factors) and 
relevant assumptions (residential wastewater use per person). Mass balances are typically used to 
verify the assumed flow and strength units for each customer class.  
 
Error! Reference source not found. shows the wastewater flow and strength estimates by customer 
class that forms the basis for the current sanitation rates, as provided by District staff. 
 

Table 9-2: Wastewater Flow and Strength Estimates by Customer Class 

Line Customer Class BOD TSS Flow 
1  mg/L mg/L hcf 
2 Household Size    

3 1 228  334  2.20  
4 2 228  334  4.40  
5 3 228  334  6.60  
6 4 228  334  8.80  
7 5 228  334  11.00  
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8 6+ 228  334  13.20  
9     

10 Commercial ERU    

11 Class 1 235  282  6.62  
12 Class 2 635  415  6.62  
13 Class 3 1,000  700  6.62  
14 Class 4 1,365  985  6.62  
15     

16 Excess ERU    

17 Class 1 235  282  1.00  
18 Class 2 635  415  1.00  
19 Class 3 1,000  700  1.00  
20 Class 4 1,365  985  1.00  

 
Table 9-3 shows the units of service for all customer classes based on the wastewater flow and 
strength estimates in Table 9-2. Flow in hcf/ year is calculated by multiplying the flow in hcf from 
Table 9-2 by the number of accounts for a period of 12 months for each class. BOD in lbs/year is 
calculated by multiplying the flow in hcf/year converted to MG (million gallons) per year by the BOD 
in mg/L from Table 9-2 converted to lbs (pounds) per MG for each class. TSS in lbs/ year is calculated 
by multiplying the flow in hcf/year converted to MG (million gallons) per year by the TSS in mg/L from 
Table 9-2 converted to lbs (pounds) per MG for each class.  
 

Table 9-3: Units of Service 

Line Customer Class Flow BOD TSS Accounts ERU 
1  hcf/year lbs/year lbs/year   

2 Household Size      

3 1 55,097  78,41728  114,87429  2,087   

4 2 303,917  432,552  633,651  5,756   

5 3 750,816  1,068,605  1,565,412  9,480   

6 4 339,504  483,202  707,848  3,215   

7 5 194,304  276,545  405,114  1,472   

8 6+ 138,758  197,489  289,304  876   

9       

10 Commercial ERU      

11 Class 1 259,888  381,244  457,493  617  3,272  
12 Class 2 89,787  355,907  232,600  100  1,130  
13 Class 3 13,101  81,781  57,247  23  165  
14 Class 4 79  677  488  1  1  
15       

16 Excess ERU      

 
28 55,097 hcf/year x 748 mg/1,000,000 hcf x 228 mg/L x 8.3454 lbs/mg 
29 55,097 hcf/year x 748 mg/1,000,000 hcf x 2334 mg/L x 8.3454 lbs/mg 
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17 Class 1 131,612  193,068  231,682   10,968  
18 Class 2 90,722  359,614  235,023   7,560  
19 Class 3 14,204  88,669  62,068   1,184  
20 Class 4 0  0  0   0  

 
Table 9-4 shows the mass balance calculations. The total treatment plant influent flow (Line 3) is the 
total amount of wastewater flow and strength that enters the treatment plant in FY 2025. The data, 
provided by District staff, represents dry weather flow, meaning there would be minimal infiltration 
and inflow. The total non-residential flow and strength data are from Table 9-3 (Lines 11 through 20) 
converted into million gallons (MG). The residential flow and strength estimates (Line 12) are 
calculated by subtracting the total non-residential flow and strength (Line 10) from the total 
treatment plant flow and strength (Line 3). This calculation is compared with the assumed residential 
flow and strength from Table 9-3 (Lines 3 through 8) to see if the assumptions are consistent with 
influent data. In this case, the difference is minimal, meaning that the flow and strength assumptions 
are reasonable.  
 

Table 9-4: Mass Balance 

Line FY 2025 Flow BOD TSS 
1  MG lbs/year lbs/year 
2     

3 Total Treatment Plant Influent Flow 1,759  4,376,332  3,926,369  
4     

5 Non-Residential    

6 Class 1 293  574,312  689,174  
7 Class 2 135  715,521  467,624  
8 Class 3 20  170,450  119,315  
9 Class 4 0  677  488  

10 Total Non-Residential 448  1,460,959  1,276,601  
11     

12 Residential – calculated 1,311  2,915,373  2,649,767  
13 Residential – assumed 1,333  2,536,809  3,716,203  

 

9.4 UNITS OF SERVICE 
Table 9-5 summarizes the calculations of Table 9-3 by customer class and commercial tier.  
 

Table 9-5: Units of Service Summary by Customer Class 

Line Customer Class Flow BOD TSS Accounts ERU 
1 Residential Total 1,782,396  2,536,809  3,716,203  22,886  0  
2 Commercial Total 599,394  1,460,959  1,276,601  741  24,279  
3 Class 1 391,499  574,312  689,174  617  14,239  
4 Class 2 180,509  715,521  467,624  100  8,690  
5 Class 3 27,305  170,450  119,315  23  1,349  



Las Virgenes Municipal Water District  
2025 Potable Water, Recycled Water, and Sanitation Cost of Service and Rate Study 
 

Water Resources Economics 
150 

6 Class 4 79  677  488  1  1  
7 TOTAL 2,381,790  3,997,769  4,992,804  23,627  24,279  

 

9.5 FUNCTIONAL CATEGORIES 
After determining the revenue requirement and units of service, the next step in the cost-of-service 
analysis is to allocate the District’s costs into various functional categories. These categories 
represent the main functions of the District’s sanitation system and include: 

 Collection: costs related to the sanitation collection system 
 Treatment: costs related to treating wastewater 
 Customer Service: costs related to billing  
 General: costs that are not directly attributable to any other functional category 
 Revenue Offset: non-rate revenue that can be used to offset a portion of the rate 

 
OPERATING COST FUNCTIONALIZATION  

WRE evaluated and allocated the operating expenses for FY 2025 (Table 8-6) to the most closely 
associated functional categories within the water system, as shown in Table 9-6. The detailed 
allocation of the operating expense budget to the functional categories is included in the Appendix 
(Table 11-6).  
 

Table 9-6: Operating Costs by System Functions 

Line Cost Function Operating Expenses Percent of Total  
1 Collection $2,027,300  10.3% 
2 Treatment $14,146,082  71.9% 
3 Customer Service $764,566  3.9% 
4 General $2,723,262  13.9% 
5 Revenue Offset $0  0.0% 
6 Total  $19,661,210  100.0% 

 
CAPITAL ASSET FUNCTIONALIZATION  

WRE evaluated and allocated the District’s current capital assets to the most closely associated 
functional categories within the water system, as shown in Table 9-7. The detailed allocation of the 
capital assets to the functional categories is included in the Appendix (Table 11-7).  
 
It is standard practice in most water cost-of-service studies to functionalize current capital assets 
rather than planned CIP costs, since the latter can fluctuate more significantly from year to year. The 
current capital asset base provides a more stable representation of long-term capital needs and their 
associated costs. The asset valuation methodology used in this study is Replacement Cost less 
Depreciation (RCLD).  
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Table 9-7: Capital Assets by System Functions 

Line Cost Function Capital Assets (Replacement 
Cost Less Depreciation) Percent of Total  

1 Collection $28,778,423  26.9% 
2 Treatment $73,624,611  68.7% 
3 Customer Service $0  0.0% 
4 General $4,746,762  4.4% 
5 Revenue Offset $0  0.0% 
6 Total  $107,149,796  100.0% 

 
Table 9-8 shows the percentage cost allocation for each functional category into the various cost 
components. The District’s sanitation system has five main functions: collection, treatment, customer 
service, general, and revenue offsets. WRE worked with District staff to determine the cost allocation 
for each of the system functions. Collection costs (Line 1) are allocated entirely to Flow, Treatment 
costs (Line 2) are allocated partially to Flow and the remaining between BOD and TSS. Customer 
Service costs (Line 3) are allocated entirely to Customer, General costs (Line 4) are entirely allocated 
to General, and Revenue Offsets (Line 5) are allocated entirely to Revenue Offsets.  
 

Table 9-8: Functional Cost Allocation 

Line Cost Function Flow BOD TSS Customer General Revenue 
Offsets Total 

1 Collection 100% 0% 0% 0% 0% 0% 100% 
2 Treatment 60% 20% 20% 0% 0% 0% 100% 
3 Customer Service 0% 0% 0% 100% 0% 0% 100% 
4 General 0% 0% 0% 0% 100% 0% 100% 
5 Revenue Offset 0% 0% 0% 0% 0% 100% 100% 
 

9.6 OPERATING COST ALLOCATION 
Table 9-9 shows the operating cost allocation by cost component. The functionalized operating 
expenses from Table 9-6 are allocated based on the cost component allocation factors in Table 9-8. 
The operating allocation (Line 7) is derived from the total operating expenses by cost component 
(Line 6) and represents the proportion of the Operating revenue requirement that will be allocated to 
each cost component. 
 

Table 9-9: Operating Cost Allocation 

Line Operating Expenses Flow BOD TSS Customer General Revenue 
Offsets 

Total 

1 Collection $2,027,300  $0  $0  $0  $0  $0  $2,027,300  
2 Treatment $8,487,649  $2,829,216  $2,829,216  $0  $0  $0  $14,146,082  
3 Customer Service $0  $0  $0  $764,566  $0  $0  $764,566  
4 General $0  $0  $0  $0  $2,723,262  $0  $2,723,262  
5 Revenue Offset $0  $0  $0  $0  $0  $0  $0  
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6 Total - Operating $10,514,949  $2,829,216  $2,829,216  $764,566  $2,723,262  $0  $19,661,210  

7 
Operating Cost 
Allocation 

53.5% 14.4% 14.4% 3.9% 13.9% 0.0%  

 

9.7 CAPITAL COST ALLOCATION 
Table 9-10 shows the capital cost allocation by cost component. The functionalized capital assets 
from Table 9-7 are allocated based on the cost component allocation factors in Table 9-8. The capital 
allocation (Line 7) is derived from the total capital asset value by cost component (Line 6) and 
represents the proportion of the Capital revenue requirement that will be allocated to each cost 
component. 
 

Table 9-10: Capital Cost Allocation 

Line Capital Assets Flow BOD TSS Customer General 
Revenue 
Offsets 

Total 

1 Collection $28,778,423  $0  $0  $0  $0  $0  $28,778,423  
2 Treatment $44,174,767  $14,724,922  $14,724,922  $0  $0  $0  $73,624,611  
3 Customer Service $0  $0  $0  $0  $0  $0  $0  
4 General $0  $0  $0  $0  $4,746,762  $0  $4,746,762  
5 Revenue Offset $0  $0  $0  $0  $0  $0  $0  
6 Total - Capital $72,953,189  $14,724,922  $14,724,922  $0  $4,746,762  $0  $107,149,796  
7 Capital Cost Allocation 68.1% 13.7% 13.7% 0.0% 4.4% 0.0% 0.0% 

 

9.8 REVENUE REQUIREMENT ALLOCATION 
Table 9-11 shows the initial cost-of-service allocation prior to any adjustments and the adjusted cost-
of-service allocations after the General cost reallocation. The Operating costs (Line 1) are equal to the 
total Operating revenue requirements (Table 9-1, Line 19) allocated to each cost component based 
on the Operating allocation (Table 9-9, Line 7). The Capital costs (Line 2) are equal to the total Capital 
revenue requirements (Table 9-1, Line 19) allocated to each cost component based on the Capital 
allocation (Table 9-10, Line 7). Note that the total cost-of-service (Line 3) is equal to the total rate 
revenue requirement for FY 2025 (Table 9-1, Line 19). 
 
The next step is to reallocate General costs (Line 5) based on the proportion of costs in each cost 
component (except General, Customer, and Revenue Offsets) in the initial allocation. The total 
revenue requirement (Line 6) stays the same after the General cost reallocation. 
 

Table 9-11: Revenue Requirement Allocation  

Line Revenue 
Requirement Flow BOD TSS Customer General Revenue 

Offsets Total 

1 Operating Costs $10,514,949  $2,829,216  $2,829,216  $764,566  $2,723,262  $0  $19,661,210  
2 Capital Costs $2,580,739  $520,898  $520,898  $0  $167,918  $0  $3,790,454  
3 Revenue Offsets $0  $0  $0  $0  $0  ($826,373) ($826,373) 
4 Total - COS (Initial) $13,095,688  $3,350,115  $3,350,115  $764,566  $2,891,180  ($826,373) $22,625,291  
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5 General Cost 
Allocation $296,967  $75,970  $75,970  $0  ($448,906) $0  $0  

6 Total - COS (General) $13,392,655  $3,426,084  $3,426,084  $764,566  $2,442,274  ($826,373) $22,625,291  
 

9.9 UNIT COST DERIVATION 
Table 9-12 shows the unit cost calculations for each cost component based on the revenue 
requirement allocation results (Table 9-11). The Final COS (Line 1) is divided by the units of service for 
each cost component (Line 3) to arrive at the unit cost per component (Line 6). Units of service are 
from Table 9-5. Flow costs are divided by total hcf of estimated wastewater flow for all classes. BOD 
costs are divided by total lbs of BOD per year for all classes, and TSS costs are divided by total lbs of 
TSS per year for all classes. All customer costs, including Customer, General, and Revenue Offset 
costs, are divided by the number of annual bills per year for all classes based on the total number of 
accounts. 

Table 9-12: Unit Cost Calculations 

Line Unit Cost Flow BOD TSS Customer General Revenue 
Offsets 

1 Final COS $13,392,655  $3,426,084  $3,426,084  $764,566  $2,442,274  ($826,373) 
2        

3 Units of Service 2,381,790  3,997,769  4,992,804  283,524  283,524  283,524  
4 Units hcf lbs/year lbs/year bills bills bills 
5        

6 Unit Cost $5.62  $0.86  $0.69  $2.70  $8.61  ($2.91) 
7 Units hcf lbs lbs bills bills bills 

 

9.10 COST-OF-SERVICE BY CUSTOMER CLASS 
Table 9-13 shows the total COS by customer class and cost component. The unit costs for each cost 
component (Table 9-12) are multiplied by the units of service (Table 9-5) to determine the total cost 
for each class. Note that the total COS (Line 7) is equal to the total rate revenue requirement (Table 
9-1, Line 19).  
 

Table 9-13: Cost-of-Service by Customer Class 

Line Customer 
Class Flow BOD TSS Customer General Revenue 

Offsets Total 

1 Residential $10,022,302  $2,174,043  $2,550,075  $740,588  $2,365,679  ($800,456) $17,052,230  
2 Commercial        

3 Class 1 $2,201,377  $492,185  $472,914  $19,966  $63,778  ($21,580) $3,228,640  
4 Class 2 $1,014,993  $613,201  $320,886  $3,236  $10,337  ($3,498) $1,959,155  
5 Class 3 $153,536  $146,075  $81,874  $744  $2,377  ($804) $383,803  
6 Class 4 $447  $580  $335  $32  $103  ($35) $1,463  
7 Total $13,392,655  $3,426,084  $3,426,084  $764,566  $2,442,274  ($826,373) $22,625,291  
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10. SANITATION RATES 
10.1 SANITATION RATE OVERVIEW 
The proposed sanitation rate schedule was developed based on the results of the proposed financial 
plan and cost-of-service analysis. The key steps in developing the proposed rate schedule are outlined 
below: 

 Test year rate development: Rates are calculated for the proposed rate structure for the cost-
of-service test year (FY 2025). Rate calculations directly incorporate the unit costs developed 
in the cost-of-service analysis. The test year rates are revenue neutral, then are increased 
based on the proposed financial plan revenue adjustments. Although total rate revenues in 
the first year of adjustments (FY 2026) are designed to increase by the proposed revenue 
adjustment percentage (12% in FY 2026), the proposed percentage increase to each 
rate/charge varies due to the updated cost-of-service allocations. 

 Rate schedule development: Proposed rates for the full study period are calculated by 
increasing the cost-of-service rates by the proposed annual revenue adjustment percentages 
from the proposed financial plan. 

 

10.2 REVENUE ADJUSTMENTS 
Table 10-1 shows the annual revenue adjustments based on the proposed financial plan scenario. The 
revenue neutral COS charges are increased by the revenue adjustments to determine the proposed 
sanitation rates. 
 

Table 10-1: Proposed Revenue Adjustments 

Line Fiscal Year Revenue 
Adjustments 

Effective 
Date 

1 FY 2026 15% 1/1/2026 
2 FY 2027 8% 1/1/2027 
3 FY 2028 8% 1/1/2028 
4 FY 2029 8% 1/1/2029 
5 FY 2030 5% 1/1/2030 

 

10.3 SANITATION RATE CALCULATION 
Table 10-2 shows the total COS costs divided into treatment and customer costs categories. 
Treatment costs include Flow, BOD, and TSS cost components and Customer costs include Customer, 
General, and Revenue Offset cost components from Table 9-13. 
 

Table 10-2: Total COS Costs by Treatment and Customer Costs 

Line Customer Class Treatment Cost Customer Cost Total 
1 Residential $14,746,420  $2,305,810  $17,052,230  
2 Commercial    
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3 Class 1 $3,166,476  $62,164  $3,228,640  
4 Class 2 $1,949,080  $10,075  $1,959,155  
5 Class 3 $381,486  $2,317  $383,803  
6 Class 4 $1,362  $101  $1,463  
7 Total $20,244,823  $2,380,468  $22,625,291  

 
Table 10-3 shows the units of service for treatment and customer cost categories. The unit of service 
for treatment costs is the total hcf of estimated wastewater flow and the unit of service for customer 
costs is the number of annual bills per year for all classes from Table 9-5. 
 

Table 10-3: Units of Service for Treatment and Customer Costs 

Line Customer Class Treatment 
Flow (hcf) No. of Bills 

1 Residential 1,782,396  274,632  
2 Commercial   
3 Class 1 391,499  7,404  
4 Class 2 180,509  1,200  
5 Class 3 27,305  276  
6 Class 4 79  12  
7 Total 2,381,790  283,524  

 
Table 10-4 shows the unit costs for treatment and customer costs by class. The unit costs for each 
was calculated by dividing the COS costs by class (Table 10-2) by the units of service by class (Table 
10-3) to arrive at the treatment and customer unit costs. 
 

Table 10-4: Unit Costs for Treatment and Customer Costs 

Line Customer Class Treatment Cost Customer Cost 
1 Residential $8.27  $8.40  
2 Commercial   

3 Class 1 $8.09  $8.40  
4 Class 2 $10.80  $8.40  
5 Class 3 $13.97  $8.40  
6 Class 4 $17.14  $8.40  

 

10.4 PROPOSED RESIDENTIAL MONTHLY SERVICE CHARGE 
REVENUE NEUTRAL RATES 

Table 10-5 shows the revenue neutral residential monthly service charge rate calculation based on 
the unit costs for treatment and customer (Table 10-4). The customer cost does not change based on 
wastewater flow and is the same for all household sizes (Table 10-4, Line 1). However, the treatment 
cost varies based on assumed flow and is calculated by multiplying the residential treatment unit cost 
(Table 10-4, Line 1) by the assumed flow for each household size.  
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Table 10-5: Revenue Neutral Residential Monthly Service Charge 

Line Residential Monthly 
Service Charge 

Assumed 
Flow (hcf) 

Treatment 
Cost 

Customer 
Cost 

Revenue 
Neutral Rate 

1 Residential     

2 Household Size     

3 1 2.2 $18.20  $8.40  $26.60  
4 2 4.4 $36.40  $8.40  $44.80  
5 3 6.6 $54.60  $8.40  $63.00  
6 4 8.8 $72.81  $8.40  $81.20  
7 5 11.0 $91.01  $8.40  $99.40  
8 6+ 13.2 $109.21  $8.40  $117.60  

 
PROPOSED RATES WITH ADJUSTMENT 

Table 10-6 shows the proposed residential monthly service charges for FY 2026 based on the results 
of the financial plan and the COS analysis. The revenue neutral rate is from Table 10-5 and the 
revenue neutral rate is increased by the FY 2026 revenue adjustment in Table 10-1 to arrive at the 
proposed FY 2026 sanitation rate.  
 

Table 10-6: Proposed Residential Monthly Service Charge after Adjustment 

Line Residential Monthly 
Service Charge 

Revenue 
Neutral Rate FY 2026 Rate Current Rate Difference ($) Difference 

(%) 
1 Residential      

2 Household Size      

3 1 $26.60  $30.59  $27.35  $3.24  12% 
4 2 $44.80  $51.52  $45.76  $5.76  13% 
5 3 $63.00  $72.46  $64.16  $8.30  13% 
6 4 $81.20  $93.39  $82.57  $10.82  13% 
7 5 $99.40  $114.32  $100.95  $13.37  13% 
8 6+ $117.60  $135.25  $119.37  $15.88  13% 

 

10.5 PROPOSED COMMERCIAL MONTHLY ACCOUNT SERVICE CHARGE 
REVENUE NEUTRAL RATES 

Table 10-7 shows the revenue neutral commercial monthly account service charge rate calculation 
based on the unit costs for customer (Table 10-4, Lines 2-6). The customer cost does not change 
based on wastewater flow, and customer cost is shared equally amongst each commercial class.  
 

Table 10-7: Revenue Neutral Commercial Monthly Account Service Charge 

Line Commercial Monthly 
Account Service Charge 

Customer 
Cost 

Revenue 
Neutral Rate 

1 Commercial      

2 Class 1 $8.40  $8.40  
3 Class 2 $8.40  $8.40  
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4 Class 3 $8.40  $8.40  
5 Class 4 $8.40  $8.40  

 
PROPOSED RATES WITH ADJUSTMENT 

Table 10-8 shows the proposed commercial monthly account service charges for FY 2026 based on 
the results of the financial plan and the COS analysis. The revenue neutral rate is from Table 10-7 and 
the revenue neutral rate is increased by the FY 2026 revenue adjustment in Table 10-1 to arrive at 
the proposed FY 2026 sanitation rate.  
 

Table 10-8: Proposed Commercial Monthly Account Service Charge after Adjustment 

Line Commercial Monthly 
Account Service Charge 

Revenue 
Neutral Rate FY 2026 Rate Current Rate Difference ($) Difference 

(%) 
1 Class 1 $8.40  $9.66  $8.94  $0.72  8% 
2 Class 2 $8.40  $9.66  $8.94  $0.72  8% 
3 Class 3 $8.40  $9.66  $8.94  $0.72  8% 
4 Class 4 $8.40  $9.66  $8.94  $0.72  8% 
 

10.6 PROPOSED COMMERCIAL MONTHLY ERU CHARGE 
REVENUE NEUTRAL RATES 

Table 10-9 shows the revenue neutral commercial monthly ERU charge calculation based on the unit 
costs for Treatment (Table 10-4, Lines 2-6). The treatment cost varies based on assumed flow and is 
calculated by multiplying the commercial treatment unit cost (Table 10-4, Lines 2-6) for each class by 
the assumed flow for each class. 
 

Table 10-9: Revenue Neutral Commercial Monthly ERU Charge 

Line Commercial Monthly 
ERU Charge 

Assumed 
Flow (hcf) 

Treatment 
Cost 

Revenue 
Neutral Rate 

1 Class 1 6.62 $53.54  $53.54  
2 Class 2 6.62 $71.48  $71.48  
3 Class 3 6.62 $92.49  $92.49  
4 Class 4 6.62 $113.50  $113.50  

 
PROPOSED RATES WITH ADJUSTMENT 
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Table 10-10 shows the proposed commercial monthly account service charges for FY 2026 based on 
the results of the financial plan and the COS analysis. The revenue neutral rate is from Table 10-9 and 
the revenue neutral rate is increased by the FY 2026 revenue adjustment in Table 10-1 to arrive at 
the proposed FY 2026 sanitation rate.  
 
  



Las Virgenes Municipal Water District  
2025 Potable Water, Recycled Water, and Sanitation Cost of Service and Rate Study 
 

Water Resources Economics 
159 

Table 10-10: Proposed Commercial Monthly ERU Charge After Adjustment 

Line Commercial Monthly 
ERU Charge 

Revenue 
Neutral Rate FY 2026 Rate Current Rate Difference ($) Difference 

(%) 
1 Class 1 $53.54  $61.58  $53.54  $8.04  15% 
2 Class 2 $71.48  $82.21  $73.80  $8.41  11% 
3 Class 3 $92.49  $106.37  $97.73  $8.64  9% 
4 Class 4 $113.50  $130.53  $122.96  $7.57  6% 

 

10.7 PROPOSED COMMERCIAL EXCESS ERU CHARGE 
REVENUE NEUTRAL RATES 

Table 10-11 shows the revenue neutral commercial excess ERU charge calculation based on unit costs 
for Treatment (Table 10-4, Lines 2-6). Treatment costs for ERUs do not vary based on wastewater 
flow and are equal to the Treatment unit costs for each class (Table 10-4, Lines 2-6). 
 

Table 10-11: Revenue Neutral Commercial Excess ERU Charge 

Line Commercial Excess 
ERU Charge 

Treatment 
Cost 

Revenue 
Neutral Rate 

1 Class 1 $8.09  $8.09  
2 Class 2 $10.80  $10.80  
3 Class 3 $13.97  $13.97  
4 Class 4 $17.14  $17.14  

 
PROPOSED RATES WITH ADJUSTMENT 

Table 10-12 shows the proposed commercial monthly account service charges for FY 2026 based on 
the results of the financial plan and the COS analysis. The revenue neutral rate is from Table 10-11 
and the revenue neutral rate is increased by the FY 2026 revenue adjustment in Table 10-1 to arrive 
at the proposed FY 2026 sanitation rate.  
 

Table 10-12: Proposed Commercial Excess ERU Charge after Adjustment 

Line Commercial 
Excess ERU Charge 

Revenue 
Neutral Rate FY 2026 Rate Current Rate Difference ($) Difference 

(%) 
1 Class 1 $8.09  $9.31  $8.15  $1.16  14% 
2 Class 2 $10.80  $12.42  $11.20  $1.22  11% 
3 Class 3 $13.97  $16.07  $14.82  $1.25  8% 
4 Class 4 $17.14  $19.72  $18.65  $1.07  6% 

 

10.8 PROPOSED SANITATION RATE SCHEDULE 
PROPOSED FIVE-YEAR SANITATION RATE SCHEDULE 

The proposed five-year sanitation rate schedule is based on the updated COS analysis and the 
proposed revenue adjustments in the five-year period. Table 10-13 shows the proposed sanitation 
rates to be implemented in January 2026 through January 2030.  
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Table 10-13: Proposed Sanitation Rates Schedule 

Line Proposed Sanitation Rates As of 
1/1/25 

Effective 
1/1/26 

Effective 
1/1/27 

Effective 
1/1/28 

Effective 
1/1/29 

Effective 
1/1/30 

1 Residential       

2 Household Size       

3 1 $27.35  $30.59  $33.04  $35.69  $38.55  $40.48  
4 2 $45.76  $51.52  $55.65  $60.11  $64.92  $68.17  
5 3 $64.16  $72.46  $78.26  $84.53  $91.30  $95.87  
6 4 $82.57  $93.39  $100.87  $108.94  $117.66  $123.55  
7 5 $100.95  $114.32  $123.47  $133.35  $144.02  $151.23  
8 6+ $119.37  $135.25  $146.07  $157.76  $170.39  $178.91  
9        

10 Commercial Account 
Charge 

      

11 Class 1 $8.94  $9.66  $10.44  $11.28  $12.19  $12.80  
12 Class 2 $8.94  $9.66  $10.44  $11.28  $12.19  $12.80  
13 Class 3 $8.94  $9.66  $10.44  $11.28  $12.19  $12.80  
14 Class 4 $8.94  $9.66  $10.44  $11.28  $12.19  $12.80  
15        

16 Commercial ERU Charge       

17 Class 1 $53.54  $61.58  $66.51  $71.84  $77.59  $81.47  
18 Class 2 $73.80  $82.21  $88.79  $95.90  $103.58  $108.76  
19 Class 3 $97.73  $106.37  $114.88  $124.08  $134.01  $140.72  
20 Class 4 $122.96  $130.53  $140.98  $152.26  $164.45  $172.68  
21        

22 Excess ERU Charge       

23 Class 1 $8.15  $9.31  $10.06  $10.87  $11.74  $12.33  
24 Class 2 $11.20  $12.42  $13.42  $14.50  $15.66  $16.45  
25 Class 3 $14.82  $16.07  $17.36  $18.75  $20.25  $21.27  
26 Class 4 $18.65  $19.72  $21.30  $23.01  $24.86  $26.11  
 

10.9 CUSTOMER IMPACTS 
Table 10-14 shows the monthly residential customer impacts based on the first year of proposed 
sanitation rates. Residential customers with a three-person household size, which make up 
approximately 41% of residential customers, will see a monthly impact of $8.30 or 13%.  
 

Table 10-14: Proposed Residential Customer Impacts 

Line Monthly Residential 
Customer Impacts Current Bill Proposed Bill Difference ($) Difference 

(%) 
1 Household Size     

2 1 $27.35  $30.59  $3.24  12% 
3 2 $45.76  $51.52  $5.76  13% 
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4 3 $64.16  $72.46  $8.30  13% 
5 4 $82.57  $93.39  $10.82  13% 
6 5 $100.95  $114.32  $13.37  13% 
7 6+ $119.37  $135.25  $15.88  13% 

 
Table 10-15 shows the monthly commercial customer impacts based on the first year of proposed 
sanitation rates. Class 1 commercial customers with one ERU will see a monthly impact of $8.76 or 
14%.  
 

Table 10-15: Proposed Commercial Customer Impacts  

Line Monthly Commercial 
Customer Impacts 

No. of 
ERU Current Bill Proposed Bill Difference ($) Difference 

(%) 
1 Class 1 1 $62.48  $71.24  $8.76  14% 
2 Class 2 1 $82.74  $91.87  $9.13  11% 
3 Class 3 1 $106.67  $116.03  $9.36  9% 
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11. APPENDICES 
11.1 COST-OF-SERVICE ANALYSIS APPENDICES 

 
Table 11-1: Potable Water Operating Expenses by System Functions (Detail) 

Line Business 
Unit 

Description 2025 Board 
Budget 

Meter 
Maintenance 

Customer 
Service 

Elevation Water 
Supply 

Pumping Storage 
Transmission 

& 
Distribution 

Fire Protection Conservation General Revenue 
Offset 

Total 

1 101001 Purchased Water $21,946,561  0% 0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 100% 
2 101 Potable Water O/S $0  0% 0% 0% 0% 0% 0% 0% 0% 0% 100% 0% 100% 
3 101004 Filtration Plant Warehouse $0  0% 0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 100% 
4 101100 Pump Stations $1,567,629  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
5 101101 Pump Station-Conduit $114,524  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
6 101102 Pump Station-Warner $81,670  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
7 101103 Pump Station-Seminole $235,869  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
8 101104 Pump Station-Stunt Road $39,333  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
9 101105 Pump Station-Agoura $5,005  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 

10 101106 Pump Station-Twin Lakes $100,931  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
11 101107 Pump Station-LV-2 $24,184  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
12 101108 Pump Station-Jed Smith $46,528  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
13 101109 Pump Station-JBR $2,547  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
14 101110 Pump Station-Cornell $58,190  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
15 101111 Pump Station-Westlake $0  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
16 101112 Pump Station-Saddletree $4,238  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
17 101113 Pump Station-McCoy $73,363  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
18 101114 Pump Station-Kimberly $8,306  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
19 101115 Pump Station-Dardenne $7,872  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
20 101116 Pump Station-Three Springs $4,381  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
21 101117 Pump Station-Mountaingate $13,785  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
22 101118 Pump Station-Mulwood $31,416  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
23 101119 Pump Station-Oak Ridge $4,584  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
24 101120 Pump Station-Cold Canyon $36,613  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
25 101121 Pump Station-Ranch View $5,540  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 

26 101122 
Pump Station-Upper Twin 
Lakes 

$10,913  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 

27 101123 Pump Station-Lower Oaks $19,050  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
28 101124 Pump Station-Upper Oaks $5,307  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
29 101200 Tanks/Reservoirs $604,658  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
30 101201 Tank-Calabasas $1,729  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
31 101202 Tank-Seminole I $1,403  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
32 101204 Tank-Latigo $1,318  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
33 101205 Tank-Warner I $0  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
34 101206 Tank-Saddle Peak $0  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
35 101207 Tank-Twin Lakes I $470  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
36 101209 Tank-Equestrian T $980  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
37 101210 Tank-Saddletree $0  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
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38 101211 Tank-Upper Woolse $72  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
39 101212 Tank-Morrison $22  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
40 101213 Tank-Kimberly $0  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
41 101214 Tank-Mulwood $0  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
42 101215 Tank-Dardenne $0  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
43 101216 Tank-McCoy $0  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
44 101217 Tank-Oakridge $0  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
45 101218 Tank-Jed Smith I $0  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
46 101219 Tank-Ranch View $0  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
47 101220 Tank-Upper Twin Lakes $197  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
48 101221 Tank-Upper Oaks $60  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
49 101222 Tank-Lower Oaks $389  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
50 101299 Westlake Reservoir $0  0% 0% 0% 0% 0% 100% 0% 0% 0% 0% 0% 100% 
51 101300 System Operations/Telemetry $1,787,868  0% 0% 32% 0% 0% 0% 68% 0% 0% 0% 0% 100% 
52 101310 Inactive-SCADA/IS $0  0% 0% 0% 0% 0% 0% 100% 0% 0% 0% 0% 100% 
53 101500 Inactive-Filtration Plant $0  0% 0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 100% 
54 101600 Water Treatment $2,292,461  0% 0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 100% 
55 101700 P/W Distribution System $3,576,621  0% 0% 0% 0% 0% 0% 100% 0% 0% 0% 0% 100% 
56 101800 Water Conservation $732,862  0% 0% 0% 0% 0% 0% 0% 0% 100% 0% 0% 100% 
57 101900 Water Administration $7,900,526  1% 19% 0% 0% 0% 0% 0% 0% 4% 75% 0% 100% 

58 101901 Rental OPump Station - 
Building 1 

$0  0% 0% 0% 0% 100% 0% 0% 0% 0% 0% 0% 100% 

59 101902 
Rental OPump Station - 
Building 8 

$0  0% 0% 0% 0% 100% 0% 0% 0% 0% 0% 0% 100% 

60 201000 Potable Water Const O/S $0  0% 0% 0% 0% 0% 0% 0% 0% 0% 100% 0% 100% 
61 301000 Potable Water Repl O/S $0  0% 0% 0% 0% 0% 0% 0% 0% 0% 100% 0% 100% 
62 301440 Potable Water Repl O/S $0  0% 0% 0% 0% 0% 0% 0% 0% 0% 100% 0% 100% 
63 301001 Standby Chg-Outside Svc        $12,500  0% 0% 0% 0% 0% 0% 0% 0% 0% 100% 0% 100% 
64  Total $41,362,475  $98,347  $1,495,238  $3,693,045  $24,239,022  $0  $0  $4,784,520  $0  $1,077,882  $5,974,420  $0  100% 

 
Table 11-2: Potable Water Capital Assets by System Functions (Detailed) 

Line Category Value (RCLD) Meter 
Maintenance 

Customer 
Service 

Elevation Water 
Supply 

Pumping Storage 
Transmission 

& 
Distribution 

Fire 
Protection 

Conservation General Revenue 
Offset 

Total 

1 Source of Supply (Tanks) $55,650,116  0% 0% 0% 0% 0% 100% 0% 0% 0% 0% 0% 100% 
2 Pumping Plant $14,563,073  0% 0% 0% 0% 100% 0% 0% 0% 0% 0% 0% 100% 

3 Water Treatment Plant 
(WLR) 

$7,192,932  0% 0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 100% 

4 
Transmission & Distribution 
Plant 

$112,582,383  0% 0% 0% 0% 0% 0% 100% 0% 0% 0% 0% 100% 

5 
Meter Installation - Non 
Tract $981,663  100% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% 

6 Cost of Meters - Installed $11,193,145  100% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% 

7 Meter Installation - In Tract-
Other 

$9,265  100% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% 

8 Other Construction $26,867,801  0% 0% 0% 0% 0% 0% 0% 0% 0% 100% 0% 100% 

9 Meter Installation - In Tract-
Donated 

$89,266  100% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% 

10 Fire Hydrants Installed $691,477  0% 0% 0% 0% 0% 0% 0% 100% 0% 0% 0% 100% 
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11 Land & Land Rights $6,800,726  0% 0% 0% 0% 0% 0% 0% 0% 0% 100% 0% 100% 
12 Distribution Mains $13,647  0% 0% 0% 0% 0% 0% 100% 0% 0% 0% 0% 100% 
13 Total $236,635,492  $12,273,339  $0  $0  $7,192,932  $14,563,073  $55,650,116  $112,596,030  $691,477  $0  $33,668,527  $0  100% 

 
 Table 11-3: Potable Water Elevation Cost Allocation (Detailed) 

Line Zone 2025 Board Budget 
1 Pump Stations $1,602,834  
2 1 $1,022,982  
3 2 $272,762  
4 3 $225,685  
5 4 $81,405  
6 Tanks $611,298  
7 1 $251,424  
8 2 $79,082  
9 3 $280,792  

10 4 $0  
11 Energy Cost $898,944  
12 1 $174,429  
13 2 $398,641  
14 3 $251,716  
15 4 $74,158  
16 System Operations Cost $492,916  
17 1 $95,644  
18 2 $218,586  
19 3 $138,023  
20 4 $40,663  
21 Total Cost $3,605,992  
22 1 $1,544,479  
23 2 $969,071  
24 3 $896,216  
25 4 $196,226  

 
 



Las Virgenes Municipal Water District  
2025 Potable Water, Recycled Water, and Sanitation Cost of Service and Rate Study 
 

Water Resources Economics 
165 

Table 11-4: Recycled Water Operating Costs by System Functions (Detailed) 

Line 
Business 
Unit Description 

2025 Board 
Budget 

Meter 
Maintenance 

Customer 
Service Elevation 

Water 
Supply Pumping Storage 

Transmission 
& 

Distribution 

Fire 
Protection Conservation General 

Revenue 
Offset Total 

1 102000 Reclaimed Water O/S $0  0% 0% 0% 0% 0% 0% 0% 0% 0% 100% 0% 100% 
2 102100 Recycled Water $922,483  1% 19% 0% 0% 0% 0% 0% 0% 4% 75% 0% 100% 
3  Energy $7,221  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
4 203000 Water Conservation O/S $0  0% 0% 0% 0% 0% 0% 0% 0% 100% 0% 0% 100% 
5 302000 Reclaimed Water Repl O/S $0  0% 0% 0% 0% 0% 0% 0% 0% 0% 100% 0% 100% 
6 102001 Purch Water-JV RW System       $1,911,075  0% 0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 100% 
7  Purch Water-JV RW System Pumping $611,950  0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
8  Purch Wtr-LV Potable Supp      $975,000  0% 0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 100% 
9 302440  $0  1% 19% 0% 0% 0% 0% 0% 0% 4% 75% 0% 100% 

10  Total $4,427,729  $11,483  $174,587  $619,171  $2,886,075  $0  $0  $0  $0  $40,285  $696,127  $0  100% 

 
 Table 11-5: Recycled Water Capital Assets by System Functions (Detailed) 

Line Category Value 
(RCLD) 

Meter 
Maintenance 

Customer 
Service 

Elevation Water 
Supply 

Pumping Storage 
Transmission 

& 
Distribution 

Fire 
Protection 

Conservation General Revenue 
Offset 

Total 

1 Source of Supply (Tanks) $1,061,376  0% 0% 0% 0% 0% 100% 0% 0% 0% 0% 0% 100% 
2 Pumping Plant $343,592  0% 0% 0% 0% 100% 0% 0% 0% 0% 0% 0% 100% 
3 Water Treatment Plant (WLR) $0  0% 0% 0% 100% 0% 0% 0% 0% 0% 0% 0% 100% 
4 Transmission & Distribution Plant $9,322,435  0% 0% 0% 0% 0% 0% 100% 0% 0% 0% 0% 100% 
5 Meter Installation - Non Tract $34,366  100% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
6 Cost of Meters - Installed $0  100% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
7 Meter Installation - In Tract-Other $1,056  100% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% 
8 Other Construction $0  0% 0% 0% 0% 0% 0% 0% 0% 0% 100% 0% 100% 
9 Meter Installation - In Tract-Donated $0  100% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 100% 

10 Fire Hydrants Installed $0  0% 0% 0% 0% 0% 0% 0% 100% 0% 0% 0% 100% 
11 Land & Land Rights $3,397  0% 0% 0% 0% 0% 0% 0% 0% 0% 100% 0% 100% 
12 Distribution Mains $0  0% 0% 0% 0% 0% 0% 100% 0% 0% 0% 0% 100% 
13 Total $10,766,222  $35,421  $0  $0  $0  $343,592  $1,061,376  $9,322,435  $0  $0  $3,397  $0  100% 

 
Table 11-6: Sanitation Operating Costs by System Functions (Detailed)  

Line 
Business 
Unit 

Description Enterprise 
2025 Board 

Budget 
Collection Treatment 

Customer 
Service 

General 
Revenue 

Offset 
Total 

1 130000 Sanitation Operations O/S Sanitation $0  0% 0% 0% 0% 0% 0% 
2 130100 Sanitation Operations Sanitation $4,039,808  6% 0% 19% 75% 0% 100% 
3 230000 Sanitation Construction O/S Sanitation $0  0% 0% 0% 100% 0% 100% 
4 330440 Sanitation Replacement O/S Sanitation $0  0% 0% 0% 100% 0% 100% 
5   LV-TWSD Joint Powers Authority $0  0% 0% 0% 0% 0% 0% 
6  Trunk Sewer Cost  LV-TWSD Joint Powers Authority $444,650  100% 0% 0% 0% 0% 100% 
7  Treatment Reclamation LV-TWSD Joint Powers Authority $7,748,359  0% 100% 0% 0% 0% 100% 
8  Treatment Composting LV-TWSD Joint Powers Authority $6,053,479  0% 100% 0% 0% 0% 100% 
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9  Treatment Injection LV-TWSD Joint Powers Authority $325,193  0% 100% 0% 0% 0% 100% 
10  Pump Stations LV-TWSD Joint Powers Authority $1,243,056  100% 0% 0% 0% 0% 100% 
11  Tanks/Reservoir Wells LV-TWSD Joint Powers Authority $112,884  100% 0% 0% 0% 0% 100% 
12  System Operation LV-TWSD Joint Powers Authority $19,050  0% 100% 0% 0% 0% 100% 
13  Water System LV-TWSD Joint Powers Authority $307,274  0% 0% 0% 100% 0% 100% 
14  Admin Expenses LV-TWSD Joint Powers Authority $1,273,068  0% 0% 0% 100% 0% 100% 
15  PWP Demo LV-TWSD Joint Powers Authority $560,941  0% 0% 0% 100% 0% 100% 
16  Revenues LV-TWSD Joint Powers Authority ($2,466,553) 0% 0% 0% 100% 0% 100% 
17  Total  $19,661,210  $2,027,300  $14,146,082  $764,566  $2,723,262  $0  100% 

 
Table 11-7: Sanitation Capital Assets by System Functions (Detailed) 

Line Category Value (RCLD) Collection Treatment 
Customer 

Service 
General 

Revenue 
Offset 

Total 

1 Trunk Sewer $9,771,097  100% 0% 0% 0% 0% 100% 
2 Lifting Plant $602,197  100% 0% 0% 0% 0% 100% 
3 Shop & Garage Equipment $0  0% 0% 0% 100% 0% 100% 
4 Land $111,235  0% 0% 0% 100% 0% 100% 
5 LAND AND LAND RIGHTS $3,554,146  0% 0% 0% 100% 0% 100% 
6 TRUNK SEWER $16,333,305  100% 0% 0% 0% 0% 100% 
7 RANCHO/COMPOST PLANT $11,911,663  0% 100% 0% 0% 0% 100% 
8 TAPIA/TREATMENT PLANT $9,359,071  0% 100% 0% 0% 0% 100% 
9 NPDES $232,568  0% 0% 0% 100% 0% 100% 

10 RECYCLED WATER SYSTEM $0  100% 0% 0% 0% 0% 100% 
11 MISC COMPUTER EQUIP $0  0% 0% 0% 100% 0% 100% 
12 CONSTRUCTION IN PROGRESS  $13,886,535  0% 100% 0% 0% 0% 100% 
13 JOINT VENTURE AREA WIDE FACILITIES/GRANTS $4,460,914  0% 100% 0% 0% 0% 100% 
14 COMPOST/RANCHO PLANT $14,567,332  0% 100% 0% 0% 0% 100% 
15 TREATMENT PLANT $16,221,218  0% 100% 0% 0% 0% 100% 
16 ADVANCED WATER TREATMENT $3,217,878  0% 100% 0% 0% 0% 100% 
17 OTHER CONSTRUCTION $440,930  0% 0% 0% 100% 0% 100% 
18 COMPUTER EQUIPMENT COSTS  $0  0% 0% 0% 100% 0% 100% 
19 COMPUTER EQUIPMENT COSTS - SCADA $2,071,824  100% 0% 0% 0% 0% 100% 
20 RADIO EQUIPMENT COSTS $0  0% 0% 0% 100% 0% 100% 
21 VEHICLES AND SPECIAL EQUIPMENT $405,319  0% 0% 0% 100% 0% 100% 
22 TAPIA LAB EQUIPMENT $0  0% 100% 0% 0% 0% 100% 
23 EQUIPMENT - VARIOUS PROJECTS $2,562  0% 0% 0% 100% 0% 100% 
24 Total $107,149,796  $28,778,423  $73,624,611  $0  $4,746,762  $0  100% 
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