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Methodology
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• Commodity-demand (proposed) 

– Separates costs into commodity, demand, customer and fire 
protection

– Uses annual consumption to allocate commodity costs and     
peak demand to allocate capacity costs to each customer class 

• Base-extra capacity (used in last rate study)

– Assigns costs for “base” or annual water use

– “Extra capacity” relates to the additional costs incurred to meet 
maximum-day and maximum-hour demands

Cost-of-Service Methodology
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• NBS proposed using the commodity-demand method 
because:

– Commodity-demand reflects actual SWA customer monthly peak 
demands for each customer class

– Base-extra capacity is usually based on assumed typical industry values 
rather than specific SWA customer data 

Cost-of-Service Methodology (cont.)
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Fixed vs. Variable Charges
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• In a true cost-of-service methodology, fixed charges collect 
100% of fixed costs. 

• Similarly, volumetric rates should be used to cover 100% of 
variable costs and allocated based on consumption. 

• Emphasis on conservation often results in recovering some 
fixed costs through volumetric rates. 

• This increases revenue instability (e.g., when consumption 
drops and volumetric rates fail to recover all the fixed costs). 

Fixed vs. Variable Charges
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• Sweetwater Authority’s current rate structure is approximately 
13% fixed/87% variable

– This is a significant deviation from SWA’s true fixed vs. variable costs

• NBS will provide alternatives closer to actual fixed vs. variable 
cost allocations

• For each alternative, NBS will show how proportion of fixed vs. 
variable cost impacts typical customer bills

Fixed vs. Variable Charges (cont.)



Introduction

Single-Family 
Residential Tier Design
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• Objectives of SFR Tiered Rate Design:

– Follows cost of service (equitable & non-discriminating & 
complies with Prop 218)

– Ease of administration and understanding

– Provides revenue stability 

– Demonstrates the cost-basis of rates (particularly tiered 
rates per the San Juan Capistrano Decision)

Single-Family Residential Tier Design
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Non-Water Revenue
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• Alternative to allocate revenue generated from sources 
other than water rates (i.e., unrestricted revenues) to fund 
a low-income water bill assistance program

– One potential revenue source: cell tower revenue

– Other potential sources? 

Non-Water Revenue 
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Additional Items
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Additional Items

• Conservation program cost allocation

• Dedicated irrigation customer rate

• Tiered rates for multi-family residential customers

• Meter overlay and tier breakpoint charges for single-
family residential customers

• Single-family residential with required fire service 
meters



Introduction

Questions & Answers



16Sweetwater Authority

Greg Clumpner
Senior Review
gclumpner@nbsgov.com

Jeremy Tamargo
Project Manager/Civil 

Engineer
jtamargo@nbsgov.com

Questions and Comments  800.676.7516
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