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INTRODUCTION 
 
 
At the request of the City Manager and City Council, this study has been prepared to lay out 
financial outlooks for the City’s water, wastewater and refuse operations.  This study also 
recommends a five-year monthly service rate restructuring plan to properly fund each operation.   
 

SUMMARY OF PROPOSED CITY UTILITY RATES 
 
The monthly service rates for City water, wastewater and refuse service have not been raised 
since 2000.  Rate increases are now necessary in order to recover sufficient revenues to operate 
and maintain these systems.  The proposed rate structures for the water, wastewater and refuse 
service fees will provide revenues that (1) recover costs reasonably borne in providing the 
services; (2) are equitable to all customer classes; and (3) are proportionate to the cost of the 
service attributable to the parcels within each customer class.   
 
The following tables summarize the proposed five-year rate restructuring plan for monthly City 
water, wastewater and refuse service fees to start as soon as January 1, 2010. 
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WATER FLAT RATE SERVICE FEE SCHEDULE 
 

Year 2010 2011 2012 2013 2014
Current 
Rates 25.0% 15.0% 10.0% 10.0% 5.0%

Small House $15.35 $19.19 $22.07 $24.27 $26.70 $28.03
Medium House $23.45 $29.31 $33.71 $37.08 $40.79 $42.83
Large House $30.45 $38.06 $43.77 $48.15 $52.96 $55.61
APT/Mobile $15.35 $19.19 $22.07 $24.27 $26.70 $28.03
Pool Surcharge $3.05 $3.81 $4.38 $4.82 $5.31 $5.57

$15.35 $19.19 $22.07 $24.27 $26.70 $28.03

Fast Food $30.45 $38.06 $43.77 $48.15 $52.96 $55.61
Restaurants $55.00 $68.75 $79.06 $86.97 $95.67 $100.45
Car Wash (Per Stall) $17.30 $21.63 $24.87 $27.36 $30.09 $31.60
Beauty Shops/Hair Stylists $22.80 $28.50 $32.78 $36.05 $39.66 $41.64
Funeral Homes $30.50 $38.13 $43.84 $48.23 $53.05 $55.70
Bars $30.50 $38.13 $43.84 $48.23 $53.05 $55.70
Bar/Restaurant $86.10 $107.63 $123.77 $136.15 $149.76 $157.25
Motels (Per Room) $7.80 $9.75 $11.21 $12.33 $13.57 $14.25
Laundromat (Per Washer) $4.20 $5.25 $6.04 $6.64 $7.31 $7.67
Office Businesses*

1-8 Employees $15.00 $18.75 $21.56 $23.72 $26.09 $27.40
9-16 Employees $22.80 $28.50 $32.78 $36.05 $39.66 $41.64
17-24 Employees $29.50 $36.88 $42.41 $46.65 $51.31 $53.88
25-32 Employees $38.25 $47.81 $54.98 $60.48 $66.53 $69.86
33-40 Employees $46.15 $57.69 $66.34 $72.97 $80.27 $84.29

Beverly Enterprises $215.20 $269.00 $309.35 $340.29 $374.31 $393.03
Carrington $107.60 $134.50 $154.68 $170.14 $187.16 $196.51

Richland $1,601.20 $2,001.50 $2,301.73 $2,531.90 $2,785.09 $2,924.34
Kern High School $1,601.20 $2,001.50 $2,301.73 $2,531.90 $2,785.09 $2,924.34

1-8 Employees $15.00 $18.75 $21.56 $23.72 $26.09 $27.40
9-16 Employees $22.80 $28.50 $32.78 $36.05 $39.66 $41.64
17-24 Employees $29.50 $36.88 $42.41 $46.65 $51.31 $53.88
25-32 Employees $38.25 $47.81 $54.98 $60.48 $66.53 $69.86
33-40 Employees $46.15 $57.69 $66.34 $72.97 $80.27 $84.29

Monthly Fixed $12.20
Metered Rate $0.77

1-8 Employees $15.00 $18.75 $21.56 $23.72 $26.09 $27.40
9-16 Employees $22.80 $28.50 $32.78 $36.05 $39.66 $41.64
17-24 Employees $29.50 $36.88 $42.41 $46.65 $51.31 $53.88
25-32 Employees $38.25 $47.81 $54.98 $60.48 $66.53 $69.86
33-40 Employees $46.15 $57.69 $66.34 $72.97 $80.27 $84.29

$19.05 $23.81 $27.38 $30.12 $33.14 $34.79
(*) - Assumes no water in operations.
(**) - Assumes water used in operations.

Commercial & Professional

Hospitals

Recommended Rates & Annual Increases
Customer Class

Single Family

Apartments

Per New Metered Rate Plan
Public Buildings

Churches

Schools

Manufacturing & Industrial Class I*

Manufacturing & Industrial Class II**
Per New Metered Rate Plan
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WATER METER RATE SERVICE FEE SCHEDULE 
 
 

Year 2010 2011 2012 2013 2014
Current 
Rates N/A 15.0% 10.0% 10.0% 5.0%

3/4" or Smaller Meter - Small $18.55 $15.00 $17.25 $18.98 $20.87 $21.92
3/4" or Smaller Meter - Medium $18.55 $22.00 $25.30 $27.83 $30.61 $32.14
1" Meter $18.55 $30.00 $34.50 $37.95 $41.75 $43.83
1.5" Meter $18.55 $50.00 $57.50 $63.25 $69.58 $73.05
2" Meter $18.55 $110.00 $126.50 $139.15 $153.07 $160.72
3" Meter $18.55 $250.00 $287.50 $316.25 $347.88 $365.27
4" Meter $18.55 $575.00 $661.25 $727.38 $800.11 $840.12
6" or Larger Meter $18.55 $1,750.00 $2,012.50 $2,213.75 $2,435.13 $2,556.88

All Connections $0.79 $0.40 $0.46 $0.51 $0.56 $0.58

Connection Type Fixed Fee

Commodity Rate (Per 1,000 Gallons)

Recommended Rates & Annual Increases
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 SEWER FLAT RATE SERVICE FEE SCHEDULE 

 
 

Year 2010 2011 2012 2013 2013-2014
Current 
Rates 0.0% 0.0% 0.0% 0.0% 0.0%

Apt. & Moble Homes $21.60 $21.60 $21.60 $21.60 $21.60 $21.60
All Houses $22.40 $22.40 $22.40 $22.40 $22.40 $22.40

Fast Food $39.60 $39.60 $39.60 $39.60 $39.60 $39.60
Restaurants $1.54 $1.54 $1.54 $1.54 $1.54 $1.54
Car Wash (Per Stall) $35.90 $35.90 $35.90 $35.90 $35.90 $35.90
Beauty Shops/Hair Stylists $36.40 $36.40 $36.40 $36.40 $36.40 $36.40
Funeral Homes $42.00 $42.00 $42.00 $42.00 $42.00 $42.00
Bars (Per Seat) $1.04 $1.04 $1.04 $1.04 $1.04 $1.04
Motels (Per Room) $7.60 $7.60 $7.60 $7.60 $7.60 $7.60
Laundromat (Per Washer) $7.20 $7.20 $7.20 $7.20 $7.20 $7.20
Office Businesses*

1-8 Employees $11.80 $11.80 $11.80 $11.80 $11.80 $11.80
9-16 Employees $23.90 $23.90 $23.90 $23.90 $23.90 $23.90

17-24 Employees $34.70 $34.70 $34.70 $34.70 $34.70 $34.70
25-32 Employees $46.00 $46.00 $46.00 $46.00 $46.00 $46.00
33-40 Employees $57.70 $57.70 $57.70 $57.70 $57.70 $57.70

Rest Homes (Per Bed) $5.40 $5.40 $5.40 $5.40 $5.40 $5.40
Convalescent (Per Bed) $5.40 $5.40 $5.40 $5.40 $5.40 $5.40
Richland $1,079.55 $1,079.55 $1,079.55 $1,079.55 $1,079.55 $1,079.55
Kern High School $808.95 $808.95 $808.95 $808.95 $808.95 $808.95

$31.90 $31.90 $31.90 $31.90 $31.90 $31.90

1-8 Employees $11.80 $11.80 $11.80 $11.80 $11.80 $11.80
9-16 Employees $23.90 $23.90 $23.90 $23.90 $23.90 $23.90

17-24 Employees $34.70 $34.70 $34.70 $34.70 $34.70 $34.70
25-32 Employees $46.00 $46.00 $46.00 $46.00 $46.00 $46.00
33-40 Employees $57.70 $57.70 $57.70 $57.70 $57.70 $57.70

Flow ($/1,000 gal.) $0.95 $0.95 $0.95 $0.95 $0.95 $0.95

Flow ($/1,000 gal.) $0.35 $0.35 $0.35 $0.35 $0.35 $0.35
BOD Charge ($/lb) $0.19 $0.19 $0.19 $0.19 $0.19 $0.19
TSS Charge ($/lb) $0.17 $0.17 $0.17 $0.17 $0.17 $0.17

(*) - Assumes no industrial wastewater discharges
(**) - Assumes no industrial wastewater discharges

Recommended Rates & Annual Increases
Customer Class

Single Family

Commercial & Professional

BOD<300mg/L & TSS<200mg/L

BOD>300mg/L & TSS>200mg/L

Hospitals & Schools

Churches & Public Buildings
Industrial - General* 

Industrial - Manfacturing**
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RESIDENTIAL REFUSE COLLECTION FLAT RATE SERVICE FEE SCHEDU LE 
 

Year 2010 2011 2012 2103 2104
Current 
Rates 12.0% 12.0% 10.0% 5.0% 2.0%

Apartments & Mobile Homes $8.90 $9.97 $11.16 $12.28 $12.89 $13.15
House with Alley Collection $9.90 $11.09 $12.42 $13.66 $14.34 $14.63

House without Alley Collection $16.75 $18.76 $21.01 $23.11 $24.27 $24.75

(*) Collects Two 
Days Per Week

Recommended Rates & Annual Increases

Residential*
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COMMERCIAL & INDUSTRIAL REFUSE COLLECTION 
FLAT RATE SERVICE FEE SCHEDULE 

 

Bin (CY) 2 3 4 5 6 Bin (CY) 2 3 4 5 6
0.375 $8.00 $12.00 $16.00 $20.00 $23.90 0.375 $11.04 $16.56 $22.08 $27.60 $32.98
0.500 $10.60 $16.00 $21.30 $26.60 $31.90 0.500 $14.63 $22.08 $29.39 $36.70 $44.02
0.750 $16.00 $23.90 $31.90 $39.90 $47.90 0.750 $22.08 $32.98 $44.02 $55.06 $66.09
1.000 $21.30 $31.90 $42.60 $53.20 $63.90 1.000 $29.39 $44.02 $58.78 $73.41 $88.17
1.125 $23.90 $35.90 $47.90 $59.90 $71.80 1.125 $32.98 $49.54 $66.09 $82.65 $99.07
1.500 $31.90 $47.90 $63.90 $79.80 $95.80 1.500 $44.02 $66.09 $88.17 $110.11 $132.19
3.000 $63.90 $95.80 $127.70 $159.60 $191.60 3.000 $88.17 $132.19 $176.21 $220.22 $264.38
4.500 $95.80 $143.70 $191.60 $239.40 $287.30 4.500 $132.19 $198.28 $264.38 $330.33 $396.43
6.000 $127.70 $191.60 $255.40 $319.30 $383.10 6.000 $176.21 $264.38 $352.41 $440.58 $528.62
7.500 $159.60 $239.40 $319.30 $399.10 $478.90 7.500 $220.22 $330.33 $440.58 $550.69 $660.81
9.000 $191.60 $287.30 $383.10 $478.90 $574.70 9.000 $264.38 $396.43 $528.62 $660.81 $792.99

10.500 $223.50 $335.20 $447.00 $558.70 $670.50 10.500 $308.39 $462.52 $616.79 $770.92 $925.18
12.000 $255.40 $383.10 $510.80 $638.50 $766.20 12.000 $352.41 $528.62 $704.82 $881.03 $1,057.23
13.500 $287.30 $431.00 $574.70 $718.30 $862.00 13.500 $396.43 $594.71 $792.99 $991.14 $1,189.42
15.000 $319.30 $478.90 $638.50 $798.20 $957.80 15.000 $440.58 $660.81 $881.03 $1,101.39 $1,321.61
16.500 $351.20 $526.80 $702.40 $878.00 $1,053.60 16.500 $484.60 $726.90 $969.20 $1,211.50 $1,453.80
18.000 $383.10 $574.70 $766.20 $957.80 $1,149.40 18.000 $528.62 $792.99 $1,057.23 $1,321.61 $1,585.99
19.500 $415.00 $622.60 $830.10 $1,037.60 $1,245.10 19.500 $572.63 $859.09 $1,145.41 $1,431.72 $1,718.04

Bin (CY) 2 3 4 5 6 Bin (CY) 2 3 4 5 6
0.375 $8.96 $13.44 $17.92 $22.40 $26.77 0.375 $11.59 $17.39 $23.18 $28.98 $34.63
0.500 $11.87 $17.92 $23.86 $29.79 $35.73 0.500 $15.36 $23.18 $30.86 $38.54 $46.22
0.750 $17.92 $26.77 $35.73 $44.69 $53.65 0.750 $23.18 $34.63 $46.22 $57.81 $69.40
1.000 $23.86 $35.73 $47.71 $59.58 $71.57 1.000 $30.86 $46.22 $61.72 $77.08 $92.58
1.125 $26.77 $40.21 $53.65 $67.09 $80.42 1.125 $34.63 $52.01 $69.40 $86.79 $104.03
1.500 $35.73 $53.65 $71.57 $89.38 $107.30 1.500 $46.22 $69.40 $92.58 $115.62 $138.80
3.000 $71.57 $107.30 $143.02 $178.75 $214.59 3.000 $92.58 $138.80 $185.02 $231.23 $277.60
4.500 $107.30 $160.94 $214.59 $268.13 $321.78 4.500 $138.80 $208.20 $277.60 $346.85 $416.25
6.000 $143.02 $214.59 $286.05 $357.62 $429.07 6.000 $185.02 $277.60 $370.03 $462.61 $555.05
7.500 $178.75 $268.13 $357.62 $446.99 $536.37 7.500 $231.23 $346.85 $462.61 $578.23 $693.85
9.000 $214.59 $321.78 $429.07 $536.37 $643.66 9.000 $277.60 $416.25 $555.05 $693.85 $832.64

10.500 $250.32 $375.42 $500.64 $625.74 $750.96 10.500 $323.81 $485.65 $647.63 $809.46 $971.44
12.000 $286.05 $429.07 $572.10 $715.12 $858.14 12.000 $370.03 $555.05 $740.06 $925.08 $1,110.10
13.500 $321.78 $482.72 $643.66 $804.50 $965.44 13.500 $416.25 $624.45 $832.64 $1,040.70 $1,248.89
15.000 $357.62 $536.37 $715.12 $893.98 $1,072.74 15.000 $462.61 $693.85 $925.08 $1,156.46 $1,387.69
16.500 $393.34 $590.02 $786.69 $983.36 $1,180.03 16.500 $508.83 $763.24 $1,017.66 $1,272.07 $1,526.49
18.000 $429.07 $643.66 $858.14 $1,072.74 $1,287.33 18.000 $555.05 $832.64 $1,110.10 $1,387.69 $1,665.29
19.500 $464.80 $697.31 $929.71 $1,162.11 $1,394.51 19.500 $601.27 $902.04 $1,202.68 $1,503.31 $1,803.94

Bin (CY) 2 3 4 5 6 Bin (CY) 2 3 4 5 6
0.375 $10.04 $15.05 $20.07 $25.09 $29.98 0.375 $11.82 $17.73 $23.64 $29.56 $35.32
0.500 $13.30 $20.07 $26.72 $33.37 $40.02 0.500 $15.66 $23.64 $31.48 $39.31 $47.14
0.750 $20.07 $29.98 $40.02 $50.05 $60.09 0.750 $23.64 $35.32 $47.14 $58.96 $70.79
1.000 $26.72 $40.02 $53.44 $66.73 $80.16 1.000 $31.48 $47.14 $62.95 $78.62 $94.43
1.125 $29.98 $45.03 $60.09 $75.14 $90.07 1.125 $35.32 $53.05 $70.79 $88.52 $106.11
1.500 $40.02 $60.09 $80.16 $100.10 $120.17 1.500 $47.14 $70.79 $94.43 $117.93 $141.57
3.000 $80.16 $120.17 $160.19 $200.20 $240.34 3.000 $94.43 $141.57 $188.72 $235.86 $283.15
4.500 $120.17 $180.26 $240.34 $300.30 $360.39 4.500 $141.57 $212.36 $283.15 $353.79 $424.57
6.000 $160.19 $240.34 $320.37 $400.53 $480.56 6.000 $188.72 $283.15 $377.43 $471.86 $566.15
7.500 $200.20 $300.30 $400.53 $500.63 $600.73 7.500 $235.86 $353.79 $471.86 $589.79 $707.72
9.000 $240.34 $360.39 $480.56 $600.73 $720.90 9.000 $283.15 $424.57 $566.15 $707.72 $849.30

10.500 $280.36 $420.47 $560.72 $700.83 $841.08 10.500 $330.29 $495.36 $660.58 $825.65 $990.87
12.000 $320.37 $480.56 $640.75 $800.93 $961.12 12.000 $377.43 $566.15 $754.86 $943.58 $1,132.30
13.500 $360.39 $540.65 $720.90 $901.04 $1,081.29 13.500 $424.57 $636.94 $849.30 $1,061.51 $1,273.87
15.000 $400.53 $600.73 $800.93 $1,001.26 $1,201.46 15.000 $471.86 $707.72 $943.58 $1,179.59 $1,415.45
16.500 $440.55 $660.82 $881.09 $1,101.36 $1,321.64 16.500 $519.01 $778.51 $1,038.01 $1,297.52 $1,557.02
18.000 $480.56 $720.90 $961.12 $1,201.46 $1,441.81 18.000 $566.15 $849.30 $1,132.30 $1,415.45 $1,698.59
19.500 $520.58 $780.99 $1,041.28 $1,301.57 $1,561.85 19.500 $613.29 $920.08 $1,226.73 $1,533.37 $1,840.02

No. of Pick-Ups Per Week
Current Rates

2010

No. of Pick-Ups Per Week
2011

No. of Pick-Ups Per Week

No. of Pick-Ups Per Week

2012

2013

2014

No. of Pick-Ups Per Week

No. of Pick-Ups Per Week
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BACKGROUND 
 
In 1997, the City approved a multi-year funding and monthly service rate adjustment plan for the 
City water, wastewater and refuse enterprise operations. The last increase to the monthly rates 
for these services within the multi-year plan took effect July 1, 2000.  
 
This document is an updated cost-of-service study for these enterprises with the primary 
objectives of:  
 

�  Evaluating rate alternatives. 
�  Adequately funding enterprise operations and planned capital improvements. 
�  Promoting water conservation and solid waste recycling while minimizing rates as much 

as possible. 
�  Outlining a timeline for complying with State mandates to have a fully-metered water 

system. 
 

Other concerns included conforming to regulatory guidelines for implementing rate increases, 
most notably Proposition 218, and various industry standards.  Although rate forecasts can be 
developed for longer periods this report only recommends a five-year rate restructuring plan 
which could take effect during Fiscal Year 2009-2010 or as soon as January 1, 2010.  

 
 

Water Distribution System 
 
Description 
 
The City’s water infrastructure and distribution system provides domestic and fire fighting water 
within to the City Shafter and to several outlying unincorporated areas.  This division also 
provides monitoring and implementation of new and changing water-related laws and 
regulations. 
 
The water distribution system presently consists of eight permitted water wells, approximately 
70 miles of distribution lines and four water storage tanks with booster pumps.  
 
The City's Water Enterprise system utilizes two distinct funds: the Operating Fund and the 
Capital Improvement Program (CIP) Fund. The Operating Fund receives revenue from monthly 
water user service billing, interest on Operating Fund reserves and special projects.  The Capital 
Improvement Program fund receives revenue mostly from water system buy-in fees paid for new 
services prior to connecting (commonly referred to as the “connection fee”).  The CIP Fund also 
receives revenue from interest on CIP reserves and special projects. 
 
The Operating Fund pays for routine operation and maintenance costs plus replacement of 
equipment and structures. The CIP fund pays, in part, the cost of expanding water capacity. All 
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water-related revenue is strictly used for water-related purposes and not used for any other City 
function. All water-related expenses are paid for either through the Operating Fund (“User 
Fees”) or the Capital Improvement Fund (“Connection Fees”). The water enterprise is not 
subsidized by any other City revenue source. The effective utilization of both Operating and CIP 
funds is critical to minimizing the financial impacts of replacing and expanding the City’s water 
facilities on the rate payers.  
 
This study contains and analyzes the financial outlook of the entire water enterprise (Operations 
and CIP Funds).  However, the primary focus of this study for the water enterprise is to develop 
a new monthly water service rate schedule that can deliver the User Fees needed to sustain the 
enterprise for the next five years.  A revision of the Connection Fee rate schedule is not included 
in this study because it is not anticipated that new capacity purchases or revenues will play a 
significant role in the water enterprise’s financial outlook.  
 
Highlights of Current Monthly Service Rate Structure 
 

�  Less than 100 of the 4,000 plus service connection total have metered rate billing rates 
even though roughly one-third of them have meters. 

�  Residential flat rate customers are categorized as small, medium or large houses based on 
the width of their lots plus they are assessed a supplemental monthly fee of $3.05 if they 
have a pool. 

�  Industrial and commercial flat rate customers are classified as a certain type of business 
to determine their rates which sometimes are dependent upon an assumed number of 
units such as employees, seating, stalls, etc. 

�  Metered customers are typically assessed a fixed fee which grants an allowance of water 
usage per month and a commodity rate per 1,000 gallons for the amount that exceeds the 
allowance. 

�  The City assesses supplemental fees to water customers in the “East Shafter” which are 
essentially located within the Shafter Airport and Industrial Park to help in recovering 
City debt for constructing a supply line that serves this area. 

 
 

Wastewater 
 
Description 
 
The City owns and operates a wastewater collection system consisting of approximately 33 miles 
of sewer pipeline, 11 pump stations and several hundred manholes mostly within the 
incorporated City plus some areas outside of the City.  Two developed areas within the City that 
still lack City sewer service are the areas of “North Shafter” which still have individual septic 
tanks and the Airport Industrial Area which is served by a wastewater treatment plant operated 
by the Minter Field Airport District.  
 
The City entered into a Joint Powers Agreement (JPA) with North of the River Sanitary District 
(NORSD) for the construction and operation of a regional wastewater treatment plant located off 
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of Seventh Standard Road. The plant became operational in December, 1999 which is when the 
City deactivated its wastewater treatment plant located at the southwest corner of Shafter Avenue 
and Burbank Avenue.   
 
While the NORSD operates the regional current plant, the City owns a one-third share of plant’s 
capacity which currently totals to 2.0 million gallons per day (MGD).  Average plant flow is 5.1 
MGD of which 1.2 MGD is City flow which is based on flow meter data collected at the City’s 
Shafter Avenue outfall connection to the NORSD regional outfall at Seventh Standard Road.  
Another City outfall connection to the regional outfall was added in 2003 at Santa Fe Way which 
is not currently metered but it is currently estimated to be 20,000 gallons per day. 
 
The City's Wastewater Enterprise system utilizes two distinct funds: the Operating Fund and the 
Capital Improvement Program (CIP) Fund. The Operating Fund receives revenue from monthly 
sewer service billing, interest on operating fund reserves and special projects. The Capital 
Improvement Program fund receives revenue mostly from sewer system buy-in fees paid for new 
services prior to connecting (commonly referred to as the “Connection Fee”).  The CIP Fund also 
receives revenue from interest on CIP reserves and special projects 
 
The Operating Fund pays for routine operation and maintenance costs plus replacement of 
equipment and structures. The CIP Fund pays, in part, the cost of expanding wastewater 
capacity. All wastewater-related revenue is strictly used for wastewater-related purposes and not 
used for any other City function. All wastewater-related expenses are paid for either through the 
Operating Fund (“User Fees”) or the Capital Improvement Fund (“Connection Fees”). The 
wastewater enterprise is not subsidized by any other City revenue source. The effective 
utilization of both Operating and CIP funds is critical to minimizing the financial impacts of 
replacing and expanding the City’s wastewater collection and treatment facilities on the rate 
payers. 
 
This study contains and analyzes the financial outlook of the entire wastewater enterprise 
(Operations and CIP Funds).  However, the primary focus of this study for the wastewater 
enterprise is to develop a new monthly water service rate schedule that can deliver the User Fees 
needed to sustain the enterprise for the next five years.  A revision of the Connection Fee rate 
schedule is not included in this study because it is not anticipated that new capacity purchases or 
revenues will play a significant role in the wastewater enterprise’s financial outlook. 
 
Highlights of Current Monthly Service Rate Structure 
 

�  There are approximately 3,300 City wastewater customers that are all billed flat monthly 
rates. 

�  Residential wastewater accounts are classified as either houses or apartments/mobile 
houses.  The size of a house does not impact the flat rate billing. 

�  Like water billing, industrial and commercial customers are classified as a certain type of 
business to determine their rates which sometimes are dependent upon assumed units 
such as employees, seating, stalls, etc. 

�  All wastewater service accounts share in Citywide debt service tied to the use NORSD 
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facilities and operational costs. 
 
 

Refuse 
 
Description 
 
The Refuse Division of the Public Works Department is responsible for collection and hauling of 
solid waste from residents and businesses within the City to a landfill operated by the County of 
Kern.  The refuse enterprise also supports recycling and waste diversion programs in an effort to 
comply with State disposal and diversion mandates.  The City's refuse collection system is an 
automated collection system consisting of six serviceable collection trucks vehicles that are 
owned and maintained by the City and generally three full-time truck operators.  Two private 
haulers, American Refuse and Varner Brothers, have franchise County hauling rights and are still 
serving some residents and businesses within newly-annexed areas of the City. 
 
The City's Refuse Enterprise system utilizes two distinct funds: the Operating Fund and the 
Capital Improvement Program (CIP) Fund. The Operating Fund receives revenue from monthly 
service billing, interest on Operating Fund reserves and special projects. The CIP fund receives 
revenue mostly from refuse system buy-in fees paid for new services prior to receiving refuse 
containers (commonly referred to as the “Connection Fee”).  The CIP Fund also receives revenue 
from interest on Capital Improvement Program reserves and special projects,   
 
The Operating Fund pays for routine operation and maintenance costs plus replacement of 
equipment. The Capital Improvement Program fund pays the cost of expanding the capacity of 
the system. All refuse-related revenue is strictly used for refuse-related purposes and not used for 
any other City function. All refuse-related expenses are paid for either through the Operating 
Fund (“User Fees”) or the Capital Improvement Fund (“Connection Fees”). The refuse enterprise 
is not subsidized by any other City revenue source.  The effective utilization of both Operating 
and CIP funds is critical to minimizing the financial impacts of replacing and expanding the 
City’s refuse collection and solid waste diversion programs on the rate payers. 
 
This study contains and analyzes the financial outlook of the entire refuse enterprise (Operations 
and CIP Funds).  However, the primary focus of this study for the refuse enterprise is to develop 
a new monthly water service rate schedule that can deliver the User Fees needed to sustain the 
enterprise for the next five years.  A revision of the Connection Fee rate schedule is not included 
in this study because it is not anticipated that new capacity purchases or revenues will play a 
significant role in the refuse enterprise’s financial outlook. 
 
Highlights of Current Monthly Service Rate Structure 
 

�  There are approximately 3,400 City refuse customers that are all billed flat monthly rates. 
�  Residential refuse accounts are classified as alley, no alley or apartment/mobile home.  

The size of a house does not impact the flat rate billing. 
�  Customers benefit from a minimum of twice per week refuse pick-up service but green 



 

14 

waste or blue cart program is not currently offered. 
�  Residents using the City’s refuse collection are not charged disposal fees because they 

are already assessed annual “land use fees” through their property taxes that cover 
disposal for typical co-mingled solid waste. 

�  Commercial and industrial customers are assessed “bin fees” which are set by the County 
of Kern, the landfill operators, and collected by the City through monthly service bills on 
the County’s behalf. 

�  Commercial and industrial customers have a rate structure based on volumetric capacities 
estimated by Public Works staff and the number of bin collections per week. 
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THE NEED FOR NEW RATES 
 

Water Utility 
 
Priorities and Issues 
 

�  Flat rate customers with existing meters will need to convert to a metered rate structure 
by January 1, 2010 per the passage of State of California Assembly Bill 2572 (AB 2572). 

�  As the City’s implements a conversion to metered rates for its customers with meters, 
performing manual meter reads with current staffing will be challenging which suggests 
that the City should start an Automatic Meter Reading system (AMR). 

�  There are approximately 2,500 connections with no meters in place that must be metered 
per AB 2572 by 2025 with no funding mechanism in place for installations.   

�  Fixed monthly service fees for metered water customer classes should be based on water 
meter or service sizes to better reflect capital costs and available capacity. 

�  Setting the fixed fee component of a new meter rate must allow for the City to recover its 
fixed operational costs. 

 
Future Goals and Objectives 
 

�  Continue to monitor and test the City’s wells and distribution system for water quality.  
�  Continue to monitor regional usage of groundwater supplies and potential impacts on the 

City's water supply.  
�  Continue enforcing the City's Cross-Connection Control Program which reduces the risk 

of contamination of the City water system from individual hook-ups.  
�  Implement the City's long-range water system improvement plans.  
�  Continue to design and construct improvements to the water system.  
�  Expand and upgrade current SCADA system.  
�  Refurbish water storage and water pumping facilities as needed.  
�  Maintain required water distribution and treatment certification for City staff and 

contracted individuals that work on the water system. 
�  Develop water treatment systems to address imminent and potential new water 

contaminant health standards.  
�  Install new wells & enhance existing wells to meet the increasing demand for water 

brought on by new developments.  
�  Implement a water service meter retrofit plan to eventually eliminate flat rate billings and 

have a fully-metered system.  
�  Implement and regularly update a hydraulic modeling program for the water distribution 

system to effectively identify and improve serviceability issues.  
�  Develop implementation plan for carbon treatment of organic contaminants at well sites.  
�  Provide technical support towards community's efforts to mitigate contamination at 
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former "Brown & Bryant Fertilizer Plant". 
 
Strategy 
 

�  Adjust water service flat rates and develop a new metered rate schedule to deliver the 
User Fees revenue needed to sustain the current operation plus accomplish the goals and 
objectives listed above.   
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Wastewater Utility 
 
Priorities and Issues 
 
The City’s wastewater utility appears to be sufficiently funded to meet its operational costs plus 
maintain reserve funds for system replacement and expansion projects without service rate 
increases.  However, waste discharge requirements recently adopted by the State of California 
Water Resources Control Board (Order No. 2006-003-DWQ) now require wastewater collection 
systems, regardless if they do or do not operate a treatment plant, to implement policies to reduce 
the risk of Sanitary Sewer Overflows (SSOs) plus adopt and maintain a Sewer System 
Management Plan (SSMP). Adapting the City’s wastewater utility’s operation to meet these 
requirements may require increases to the operational and capital costs that should be closely 
monitored.   
 
Future Goals and Objectives 
 

�  Continue to monitor and dispose of treated wastewater in the most sanitary manner 
available.  

�  Acquire grant funding to extend the City sewer collection system to the Shafter Airport 
and North Shafter areas within the City. 

�  Develop a strategy for the utilization of the City's old wastewater plant and property.  
�  Develop a strategy for the most efficient utilization of the NORSD/City regional 

wastewater treatment plant.  
�  Develop and maintain a Sewer System Master Plan (SSMP) for the City per recently 

adopted State waste discharge requirements. 
 
Strategy 
 

�  Ensure that monthly service rates to deliver the User Fee revenue needed to sustain the 
current operation plus accomplish the goals and objectives listed above. 
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Refuse Collection 
 
Priorities and Issues 
 

�  The City currently is in compliance with State mandates for waste diversion but these 
requirements are expected to be more stringent and more focused on mandatory diversion 
programs. 

�  The City expects more revenue and resources will be needed to comply with the State’s 
adoption and enforcement of stricter emission requirements for refuse fleet vehicles with 
diesel engines. 

�  The costs of adding and replacing refuse curbside and alley refuse containers need to be 
addressed within the utility’s updated financial plan.  

�  The addition of new public drop-off centers and curbside recycling programs needs to be 
analyzed to further ensure that the City remains in compliance with waste diversion 
requirements. 

 
Future Goals and Objectives 
 

�  Continue providing efficient and economical refuse collection services to the City.  
�  Provide for the replacement of 90-gallon and 300-gallon refuse containers throughout the 

year.  
�  Monitor and plan for State mandates relating to solid waste diversion.  
�  Continue to monitor and improve the city's grass, green waste and tree limb recycling 

programs.  
 
Strategy 
 

�  Adjust service rates to deliver the User Fee revenue needed to sustain the current 
operation plus accomplish the goals and objectives listed above. 
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Rate Calculation Detail 
 
More details, along with figures showing projected monthly bills for the City’s customer classes 
are provided in the “Results of the Rate Analysis” section of this report. Detailed calculations 
and tables used in developing the cost-of-service analysis are provided in the Appendix.  
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COST-OF-SERVICE RATE METHODOLOGY 

 

Basis Rate Financial Planning 
 
The total revenue that should be recovered each year from City service rate payers is ultimately 
determined though a financial planning process. This process considers City's reserve fund levels 
and longer term financial objectives, such as future funding needs for capital improvement 
projects and meeting debt service coverage requirements, in addition to ongoing operations and 
maintenance costs. Therefore, once the rates have been calculated in the cost-of-service analysis, 
they are adjusted based on the overall revenue needed as determined in the financial plan.  

Water Utility Assumptions and Factors 
 
The financial planning process for the water utility involves adjusting the “net revenue” needs 
every year within the five-year planning period to meet the expected costs and obligations.  An 
annual growth rate of two percent (2%) for the customer base plus a three percent (3%) annual 
operation and maintenance cost increase are factored into the financial plan and rate expectations 
as well.  Through financial plan spreadsheet iterations, an annual net revenue rate increase by 
percentage was developed to bring the utility to acceptable levels of funding.  For flat rate billing 
plans, the same user fee revenue adjustment by percentage is applied to the rates annually for 
every customer class (residential, commercial and industrial).  
 
As soon as January 1, 2010, approximately 1,300 service connections or one-third of the 
connection total that have meters with flat billing plans will be required to switch to a meter rate 
plan per the passage of State Assembly Bill 2572.  Considering less than 100 connections 
currently have metered rates, the meter rate structure that the City adopts and implements will 
soon play a much more important role with the utility’s revenue stream and financial stability.  
The new rate structure should allow for the City to recover its fixed costs but also allow some 
variability to give the customers financial incentive to conserve.  As this study will later present, 
approximately 77% of the utility’s costs are estimated to be fixed which is the same percentage 
of a meter rate bill that the City’s wishes to recover as fixed revenue. 
 
Currently, it is estimated that 80% of the City’s water use is from residential connections with 
flat rate billing plans.  Therefore, it was assumed that the most effective starting point for 
developing a new metered rate would be to focus on this sector of the customer pool and develop 
a combination of a fixed service and a commodity rate through spreadsheet iterations that meets 
the previously stated fixed revenue goal by percentage using assumed average monthly 
consumptions.  Because the City desires to dissolve a residential flat rate designation based on 
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lot size and bill solely on connection size when it converts customers to a meter plan, this 
iteration exercise requires assuming or assigning a connection size for customers.  The City also 
desires to rely on "equivalent meter" factors typically used in allocating costs and calculating 
fixed monthly charges with a meter rate.  Figure 1 below illustrates the equivalent meter factors 
by meter sizes which have been used in other rate studies and applied by other water utilities. As 
this figure shows, if capital costs are allocated based on the demand that larger meters make on 
the City's water system, larger meters should be allocated significantly larger amount of these 
capital costs on a per meter basis. 
 
 

FIGURE 1 – TYPICAL EQUIVALENT METER FACTORS 
 

 Equivalent Meter Factors

1 1.67 3.33 5.33

11.67

20

41.67

0

5

10

15

20

25

30

35

40

45

3/4" 1" 1.5" 2" 3" 4" 6"
Meter Size (inches)

 
 

 
It is assumed that the development of a residential meter rate using spreadsheet iterations will not 
consider connection sizes larger than one inch.  In order to complete the meter rate plan to cover 
the balance of the customer pool (mostly commercial and industrial connections), the equivalent 
meter factors will be applied as a starting point for the fixed service fee component.  The 
projected meter rate bills for the larger connections using factored fixed fees and the same 
commodity rate developed for smaller residential connections will be compared to current flat 
rate and meter rate bills to ensure revenue needs can be met.  
 
Any issues involved with transitioning customers on either the current flat rate or meter rate plan 
to the recommended meter rate plan will be addressed in this study. 
 

Sewer Utility Assumptions and Factors 
 
The financial planning process for the sewer utility involves adjusting the “net revenue” needs 
every fiscal year within the five-year planning period to meet the expected costs and obligations.  
An annual growth rate of two percent (2%) for the customer base plus a three percent (3%) 
annual operation and maintenance cost increase are factored into the financial plan and rate 
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expectations as well.  Through financial plan spreadsheet iterations, an annual net revenue rate 
increase by percentage was developed to bring the utility to acceptable levels of funding.  For the 
sewer utility’s flat rate billing plans, the same revenue adjustment by percentage is applied to the 
rates annually for every customer class (residential, commercial and industrial). 

Refuse Collection Assumptions and Factors 
 
The financial planning process for the refuse collection service involves adjusting the “net 
revenue” needs every fiscal year within the five-year planning period to meet the expected costs 
and obligations.  An annual growth rate of two percent (2%) for the customer base plus a three 
percent (3%) annual operation and maintenance cost increase are factored into the financial plan 
and rate expectations as well.  Through financial plan spreadsheet iterations, an annual net 
revenue rate increase by percentage was developed to bring the utility to acceptable levels of 
funding.  For the refuse collection’s flat rate billing plans, the same revenue adjustment by 
percentage is applied to the rates annually for every customer class (residential, commercial and 
industrial). 
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RESULTS OF THE RATE ANALYSIS   
 

Water Utility 
 
The water utility’s financial plan is chronicled by two components which are the “Operating 
Fund” and a “Capital Improvement Fund (CIP)”.  The following Table 1 below proposes future 
rate revenue and cost projections for a five-year period in comparison to actual expenditure data 
for both funds: 
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TABLE 1 – WATER UTILITY RATE REVENUE & COST FORECATS 
 
 

 

Estimated
Line Item 2007 2008 2009 2010 2011 2012 2013 2014

Starting Balance $2,099,803 $1,918,288 $1,698,406 $1,188,535 $1,233,963 $1,131,526 $1,357,511 $1,751,261
Rate Revenue $1,441,304 $1,471,522 $1,468,333 $1,864,783 $2,181,796 $2,443,611 $2,736,844 $2,928,424

Future Rate Revenue Increases 25.0% 15.0% 10.0% 10.0% 5.0%
Non-Rate Revenue $770,468 $904,310 $570,211 $385,656 $37,019 $33,946 $40,725 $52,538

Captial Outlay $8,046 $37,700 $3,294 $17,500 $17,500 $17,500 $17,500 $17,500
Captial Projects $476,122 $355,681 $152,667 $340,000 $335,000 $325,000 $365,000 $405,000

Other Ops. Costs $1,909,119 $2,202,332 $2,392,454 $1,847,510 $1,968,752 $1,909,072 $2,001,320 $2,092,134
Ending Balance $1,918,288 $1,698,406 $1,188,535 $1,233,963 $1,131,526 $1,357,511 $1,751,261 $2,217,588

Estimated
Line Item 2007 2008 2009 2010 2011 2012 2013 2014

Starting Balance $1,054,508 $1,230,867 $946,177 $90,040 -$486,809 -$481,413 -$975,856 -$985,131
Revenue $203,606 $171,448 $278,529 $523,151 $5,396 $505,558 -$9,276 $490,446

Costs $27,247 $456,138 $1,134,666 $1,100,000 $0 $1,000,000 $0 $500,000
Ending Balance $1,230,867 $946,177 $90,040 -$486,809 -$481,413 -$975,856 -$985,131 -$994,685

TOTAL WATER 
BALANCE $3,149,155 $2,644,583 $1,278,574 $747,154 $650,113 $381,655 $766,130 $1,222,903

Operations

Capital Improvement

Projected

Projected

Actual

Actual
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Through spreadsheet iterations, the revenue was adjusted within each year of this rate study 
period to deliver a “Total Water Balance” (CIP + Operations Balance) that could maintain 
minimum funding levels for this enterprise.  In should be noted that both the CIP and Operations 
Fund balances have seen very rapid declines in recent years due to the City planning and 
implementing well additions and upgrades plus treatment facilities that became high priorities 
with new water quality standards, drought conditions and infrastructure becoming outdated.     
 
The costs and revenue detail for Table 1 are provided in the Appendix section of this report. 
 
Highlights of what the increased revenue is needed to fund beyond planned annual operating 
cost increases of three-percent (3%) include the following: 
 

�  One new full-time water system technician valued at approximately $100,000 per year.  
With the likelihood of the City implementing an Automatic Meter Read System and more 
sophisticated treatment and operational equipment in the years ahead, the need to have an 
additional experienced and State-certified technician on-staff is seen as extremely 
important.  

�  Annual service meter upgrades and retrofitting to an Automatic Meter Reading (AMR) 
assembly valued at $150,000 per year. 

�  TCP treatment system every two years valued at $500,000 each (Total of 3 by 2014).  
Filtering media reloading and servicing valued at $40,000 per year. 

�  One Arsenic treatment plant in the event that one of the City’s wells with higher levels of 
Arsenic actually exceed the current State and Federal maximum contaminant level of 10 
parts per billion (ppb).  Filtering media reloading and servicing valued at $40,000 per 
year is assumed after the treatment plant’s addition to the financial plan. 

�  Well maintenance (motor and pump servicing, well swabbing, etc.) valued at $75,000 
annually. 

 
Important projects not factored into the water utility’s financial plan include new wells and other 
major infrastructure improvement projects.  In order to minimize the rate revenue increases 
needed to fund projects such as these, it has been assumed the City can use alternative funding 
such as developer fees and general fund reserves should one of these projects become a priority. 
 

Water CIP Cost Details 
 
Connection Fees  
 
The predominant source of CIP revenue has traditionally been “connection fees” which are 
basically water system buy-in costs for new services that are generally collected as building 
permits are issued for development.  Connection fee revenue is not a critical component of this 
particular study for two reasons.  First, even though connection fees play a role in the overall 
financial outlook for the water utility, they are meant as a means of purchasing system capacity.  
The rates being proposed in this study are meant to generate revenue to maintain existing 
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capacity and not purchase new capacity which is why the predominant capital projects factored 
into the rate plan are improvements and replacements for existing infrastructure.  Secondly, the 
connection fee revenue has declined dramatically in recent years due to a downturn in the 
housing market and overall economy.  For example, the building permits issued tally for 2006 
and 2008, per the City’s Building Division have decreased from 176 to 60 permits, respectively.   
 
Because of factors listed above, the CIP financial outlook for the five-year rate study window is 
showing a minimal revenue contribution from connection fees.  Specifically, $20,000 is 
projected annually that equates to 54 new residential permits that can have water needs met with 
existing water capacity.    
 
TCP Treatment 
 
It is anticipated that the most significant capital improvement investment for the water system 
within the next five years is financing the construction of treatment facilities at existing wells for 
a contaminant known as 1,2,3-trichloropropane (“TCP”).  This contaminant is currently not 
regulated by the State or Federal governments but the State has developed an Action Level (AL) 
of 5 parts TCP per trillion parts water with a recommendation for a source to be removed if the 
TCP levels are more than 100 times the AL.  None of the City’s sources have reached that 
particular detection level but the City has been notified by the State that a Maximum 
Contaminant Level (MCL) is imminent and that it could be as low as the AL.  Considering that 
all of the City’s wells generally have TCP detections that exceed the AL, this study has included 
a phase implementation of TCP treatment plants in the financial plan.  
 
The City’s first TCP treatment facility, featuring granulated activated carbon (GAC) vessels, was 
substantially completed during Fiscal Year 2008-2009 at City Well #14 for a cost of 
approximately $500,000.  The current water rate study financial plan includes a General Fund 
Reserve transfer of $500,000 to the CIP fund and a corresponding CIP expenditure of the same 
amount every two years for revenue to implement the phased treatment program.   Debt service 
payment from the CIP to the General Fund Reserve is also outlined in the financial plan.  This 
phased implementation should fund the completion of three treated wells by the end of the five-
year financial plan.  The ending date of such a financial arrangement will likely have to be 
addressed with future rate studies to address the balance of the wells not covered by the current 
financial plan.  Should a MCL for TCP be adopted by the State within this rate study period after 
the new rates are approved and implemented, a larger General Fund Reserve transfer may be 
warranted to build more treatment facilities that will help the City comply with the new standard.   

Water Operational Cost Details 
 
The following Table 2 provides a breakdown of the estimated operational costs for the water 
system that were factored into the overall financial plan:  
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TABLE 2 – OPERATIONAL COST DATA AND PROJECTIONS 
 
 

ANNUAL INFLATION 3% 3% 3% 3% 3%
ESTIMATED

Line Item
Special Note 
(See Below) FY 06-07 FY 07-08 FY 08-09 FY 09-10 FY 10-11 FY 11-12 FY 12-13 FY 13-14

Personnel* 1 $455,904 $483,376 $559,161 $473,800 $488,014 $502,654 $517,734 $533,266
General Office 2 $7,675 $7,000 $7,000 $7,210 $7,426 $7,649 $7,879 $8,115
Department Supplies 2 $47,831 $57,000 $57,000 $58,710 $60,471 $62,285 $64,154 $66,079
Communications 2 $3,566 $4,565 $4,565 $4,702 $4,843 $4,988 $5,138 $5,292
Maintenance & Repair 2 $3,385 $5,000 $5,000 $5,150 $5,305 $5,464 $5,628 $5,796
Vehicle Operating Expense 2 $10,322 $15,000 $20,444 $21,057 $21,689 $22,340 $23,010 $23,700
Vehicle Syop Charge 2 $6,292 $6,294 $7,510 $7,735 $7,967 $8,206 $8,453 $8,706
Subscription & Dues 2 $750 $1,000 $1,000 $1,030 $1,061 $1,093 $1,126 $1,159
Travel, Train & Development 2 $849 $2,000 $2,000 $2,060 $2,122 $2,185 $2,251 $2,319
Buidling Maintenance 2 $0 $500 $5,353 $5,514 $5,679 $5,849 $6,025 $6,206
Building Occupancy 2 $2,000 $3,000 $3,000 $3,090 $3,183 $3,278 $3,377 $3,478
Automation Maintenance 2 $0 $3,893 $4,196 $4,322 $4,452 $4,585 $4,723 $4,864
Contractual 2 $308,896 $255,000 $220,000 $226,600 $233,398 $240,400 $247,612 $255,040
Equipment Repair 2 $20,968 $40,000 $40,000 $41,200 $42,436 $43,709 $45,020 $46,371
Utilities 2 $485,237 $500,000 $500,000 $515,000 $530,450 $546,364 $562,754 $579,637
Liability Coverage 2 $26,991 $35,478 $21,574 $22,221 $22,888 $23,574 $24,282 $25,010
Property Coverage 2 $0 $0 $4,756 $4,899 $5,046 $5,197 $5,353 $5,514
Finance/Utility Bill 2 $73,912 $86,039 $91,113 $93,846 $96,662 $99,562 $102,548 $105,625
General Overhead 2 $149,802 $176,417 $186,441 $192,034 $197,795 $203,729 $209,841 $216,136
Dept. Overhead 2 $12,483 $14,701 $15,537 $16,003 $16,483 $16,978 $17,487 $18,012
Debt. Service 2 $118,755 $110,000 $110,000 $113,300 $116,699 $120,200 $123,806 $127,520
Capital Outlay 3 $8,046 $37,700 $3,294 $17,500 $17,500 $17,500 $17,500 $17,500
Capital Projects 3 $476,122 $355,681 $152,667 $340,000 $335,000 $325,000 $365,000 $405,000
Carbon Treatment Facilities 3 $0 $0 $0 $0 $40,000 $40,000 $40,000 $40,000
Arsenic Treatment Facilities 3 $0 $0 $0 $0 $0 $0 $40,000 $40,000

TOTALS $2,219,786 $2,199,644 $2,021,611 $2,176,984 $2,266,568 $2,312,790 $2,450,699 $2,550,345

1 One-Time Addition of New Water Service Technician Plus Subsequent Annual Inflation Factors
2 Subject to Annual Inflation Factor
3 Per Financial Plan detailed in Appendix Section of Rate Study.

ACTUAL EXPENDITURES PROJECTED(*)
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Highlights of the projected costs in Table 2 include a three-percent inflation factor for most of 
the future fiscal years through the rate study period plus hiring a new water technician during 
Fiscal Year 09-10.       
 
Water Meter Retrofitting and Upgrades 
 
Capital projects within the Operating Fund have generally consisted of maintenance work and 
upgrades to existing facilities (well, tanks, valves, etc.) One significant addition to this cost 
category over the course of the rate study period and likely beyond is funding a program to 
ultimately fully-meter the distribution system to comply with a new State mandate set forth wih 
the passage of State Assembly Bill (AB) 2572 which requires the following: 
 

1. To install water meters by January 1, 2025 on all municipal and industrial water service 
connections. 

2. On or before January 1, 2010 to charge each customer that has a service connection for 
which a meter has been installed, based on volume of deliveries, as measured by the 
water meter. 

 
There are approximately 1,300 connections with meters that are on flat rate plans and 2,500 
connections with no meters.  In order to comply with AB 2572, the City will need install an 
average of 160 meters annually before 2025 at the service connections with no meters.  The 
assumed cost per connection for a meter retrofit is $600.  In order to minimize staff time and 
errors associated with manual meter reads for existing meters, Public Works is also proposing a 
routine annual rate of meter upgrades to an Automatic Meter Reading (AMR) meter assembly. 
The proposed rate of meter upgrades is 160 per year at a price of $300 per meter which would be 
funded through the Operations Fund within the rate study period and likely beyond.  Rather than 
having water customers assume a supplemental bill for meter installations and upgrades at their 
connections upon installation, the Public Works Department has been directed by City 
management include this type of work in the Operations Fund financial plan with citywide 
participation and buy-ins through monthly water service bills. 
 
The meter upgrade and retrofit program financed through the Operations Fund should only cover 
one-time retrofits for connections with no meters, one-time AMR upgrades and routine 
replacements that become necessary once a meter is past its useful service life.  Any other meter 
repair or replacement (i.e., theft, vandalism or improper use of the meter by the customer) should 
be solely the financial responsibility of the customer and not included with monthly service rates. 
  

Revenue Increases Required  
 
With no feasible method in which to reduce or re-allocate the operating or capital costs and 
limited CIP Fund revenue expectations, the Operations Fund is relying on user fee rate revenue 
(“net revenue” after factoring in other revenue sources) to support the water utility’s financial 
needs which assumes increases starting sometime during Fiscal Year 2009-2010.  The City’s 
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proposal to prepare the water utility for what is forecasted to be major investments in new 
infrastructure, upgrades to existing infrastructure and increased operations costs consists of a 
five-year water rate re-structuring plan to increase user fee rate revenues by 25% for year one, 
15% for year two, 10% for year three, 7.5% for year four and 5% for the fifth and final year of 
the plan. 
 

Increases to Flat Rate Water Bills 
 
Flat rate billing plans would see monthly service rates adjusted by the same “net revenue” 
adjustment by percentage annually for every customer class (residential, commercial and 
industrial).    
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TABLE 3 – WATER FLAT RATE INCREASES 
 

Year 2010 2011 2012 2013 2014
Current 
Rates 25.0% 15.0% 10.0% 10.0% 5.0%

Small House $15.35 $19.19 $22.07 $24.27 $26.70 $28.03
Medium House $23.45 $29.31 $33.71 $37.08 $40.79 $42.83
Large House $30.45 $38.06 $43.77 $48.15 $52.96 $55.61
APT/Mobile $15.35 $19.19 $22.07 $24.27 $26.70 $28.03
Pool Surcharge $3.05 $3.81 $4.38 $4.82 $5.31 $5.57

$15.35 $19.19 $22.07 $24.27 $26.70 $28.03

Fast Food $30.45 $38.06 $43.77 $48.15 $52.96 $55.61
Restaurants $55.00 $68.75 $79.06 $86.97 $95.67 $100.45
Car Wash (Per Stall) $17.30 $21.63 $24.87 $27.36 $30.09 $31.60
Beauty Shops/Hair Stylists $22.80 $28.50 $32.78 $36.05 $39.66 $41.64
Funeral Homes $30.50 $38.13 $43.84 $48.23 $53.05 $55.70
Bars $30.50 $38.13 $43.84 $48.23 $53.05 $55.70
Bar/Restaurant $86.10 $107.63 $123.77 $136.15 $149.76 $157.25
Motels (Per Room) $7.80 $9.75 $11.21 $12.33 $13.57 $14.25
Laundromat (Per Washer) $4.20 $5.25 $6.04 $6.64 $7.31 $7.67
Office Businesses*

1-8 Employees $15.00 $18.75 $21.56 $23.72 $26.09 $27.40
9-16 Employees $22.80 $28.50 $32.78 $36.05 $39.66 $41.64
17-24 Employees $29.50 $36.88 $42.41 $46.65 $51.31 $53.88
25-32 Employees $38.25 $47.81 $54.98 $60.48 $66.53 $69.86
33-40 Employees $46.15 $57.69 $66.34 $72.97 $80.27 $84.29

Beverly Enterprises $215.20 $269.00 $309.35 $340.29 $374.31 $393.03
Carrington $107.60 $134.50 $154.68 $170.14 $187.16 $196.51

Richland $1,601.20 $2,001.50 $2,301.73 $2,531.90 $2,785.09 $2,924.34
Kern High School $1,601.20 $2,001.50 $2,301.73 $2,531.90 $2,785.09 $2,924.34

1-8 Employees $15.00 $18.75 $21.56 $23.72 $26.09 $27.40
9-16 Employees $22.80 $28.50 $32.78 $36.05 $39.66 $41.64
17-24 Employees $29.50 $36.88 $42.41 $46.65 $51.31 $53.88
25-32 Employees $38.25 $47.81 $54.98 $60.48 $66.53 $69.86
33-40 Employees $46.15 $57.69 $66.34 $72.97 $80.27 $84.29

Monthly Fixed $12.20
Metered Rate $0.77

1-8 Employees $15.00 $18.75 $21.56 $23.72 $26.09 $27.40
9-16 Employees $22.80 $28.50 $32.78 $36.05 $39.66 $41.64
17-24 Employees $29.50 $36.88 $42.41 $46.65 $51.31 $53.88
25-32 Employees $38.25 $47.81 $54.98 $60.48 $66.53 $69.86
33-40 Employees $46.15 $57.69 $66.34 $72.97 $80.27 $84.29

$19.05 $23.81 $27.38 $30.12 $33.14 $34.79
(*) - Assumes no water in operations.
(**) - Assumes water used in operations.

Commercial & Professional

Hospitals

Recommended Rates & Annual Increases
Customer Class

Single Family

Apartments

Per New Metered Rate Plan
Public Buildings

Churches

Schools

Manufacturing & Industrial Class I*

Manufacturing & Industrial Class II**
Per New Metered Rate Plan
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Supplemental Pool Fee for Residential Flat Rate Cus tomers 
 
The City currently adds $3.05 to a residential flat rate customer per month for a pool regardless 
of the lot size.  Table 3 applies the same percent increases that adjusted the base residential rates 
which leaves a pool fee range of $3.81 through $5.57 for this five-year rate period.  
 
The following represents an independent evaluation of the water use attributed to a typical pool 
and what impact it should have on a monthly bill until a customer is eventually switched over to 
meter rate plan and billed based on actual water used: 
 

·  Assumed Pool Dimensions:  30ft. X 20 ft. = 600 sq.ft. 
·  Assumed Pool Volume:  25,000 gallons 
·  Assumed Evaporation Loss Rate: ¼-inch per day (0.02 ft.) 
·  Assumed Evaporation Loss Volume:  600 sq. ft. X 0.02 ft = 12 c.f. = 90 gal per day (gpd) 
·  Assumed Yearly Evaporation Loss = 365 days X 90 gpd = 32,850 gallons 
·  Assumed Water Use = One Drain/Fill Per Year + Yearly Evaporation Loss 

o 25,000 gallons (Fill) + 32,850 gallons (Evaporation) = 57,850gallons 
·  Assumed Cost to Deliver Water = Annual O&M Cost / Annual Water Pumped 

o $1,800,000 (FY 08-09) / 1,713,000,000 gal (2008) = $1.05 / 1,000 gallon 
·  Estimated Annual Value of Water Use by Pool = ($1.05/1,000 gal)l X 57,850 gal 

o =$60.74 per year �  Say $5 per month 
 
Using the same cost analysis while assuming annual increases to costs and growth in the 
amounts of three-percent (3%) and two-percent (2%), respectively, the pool’s estimated water 
consumption value is estimated to reach $5.43 per month by Fiscal Year 2013-2014. Because 
this alternatively-calculated rate is not substantially lower than the $5.57 per month for the same 
fiscal year listed in Table 3, it can be concluded that the table’s pool rate are sufficient for 
implementation.  
 

Development of a New Meter Rate 
 
The last meter rate plan was adopted in 1995 and the last rate adjustment within that plan became 
effective in July of 2000. The plan was adopted primarily for a sector of the City referred to as 
“East Shafter” which is essentially the Shafter Airport and Industrial Park.  However, there are 
several connections in the “Core City” and other outlying areas that are essentially on the same 
rate plan.  The plan itself consists of a “Minimum Fee” of $18.55 which is a fixed cost that is 
coupled with the commodity rate of $0.77 per 1,000 gallons.  The fixed cost covers an allowance 
of 23,600 gallons of monthly usage and the commodity rate is assessed for any water use 
exceeding the allowance.  Per the City’s Finance Department, manufacturing and industrial 
customers on the meter rate plan are sometimes billed the commodity rate for their usage with no 
fixed cost. 
 
Some key issues and challenges with the current meter rate plan are as follows: 
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1. Exceptions to the meter rate plan and the frequency of dealing with connections on a 
“case-by-case” basis makes financial tracking and management much more difficult for 
City staff. 

2. The allowance of water covered by the fixed fee is almost the equivalent to twice the 
average single family equivalent (SFE) usage which doesn’t give a SFE-type user much 
incentive to conserve. 

3. Based on comparisons with meter plans for other systems, the City’s commodity rate is 
considerably less than the typical regional rate of approximately $1.00 per 1,000 
gallons. 

 
The following are the goals and objectives set forth by City management for a meter rate plan: 
 

1. Have plan that delivers revenues to cover fixed and variable costs. 
2. Have plan based on connection (meter or service) sizes that encompasses all customer 

classes (residential, commercial and industrial). 
3. A fixed fee should be a component of every bill and the fee for the connection size 

should at least attempt to rely on "equivalent meter" factors typically used in allocating 
costs and calculating fixed monthly charges. 

4. Allowances should either be reduced or completely taken out of the rate plan so the 
customer’s usage can play a more visible role with a service bill. 

 
As stated previously, the City will be required to convert what is estimated to be at least 1,300 
flat rates to metered rate customers which is approximately one-third of its customer base by 
January 1, 2010 to comply with regulations set forth by State AB 2572.  This compliance 
deadline will occur at the same time or before the new rates can take effect so developing a new 
metered rate to meet revenue expectations is critical.   
 
The first step used to develop the meter rate plan is to isolate the residential customer base and 
conduct iterations with hypothetical fixed and commodity rates to evaluate revenue expectations.  
Nearly $1,500,000 in water utility rate revenue was generated for the entire system during Fiscal 
Year 2008-2009.  The following Table 4 outlines how much of that revenue will be coming from 
the residential sector using current flat billing rates and residential classification totals: 
 

TABLE 4 – CURRENT RESIDENTIAL WATER REVENUE PROJECTIONS 
 
 

Total Rate Revenue Per Unit Totals
Small House 379 $15.35 $69,811.80 600 227,400
Medium House 2640 $23.45 $742,896.00 700 1,848,000
Large House 525 $30.35 $191,205.00 1100 577,500
APT/Mobile* 900 $15.35 $165,780.00 400 360,000

Projected Rate Revenue $1,169,692.80 Daily Usage 3,012,900
Annual Usage 1,099,708,500

Current Service Rates Estimated Usage (gpd)
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The targeted revenue for a fully-metered residential sector would be approximately 
$1,169,692.80 or nearly 78% of the entire utility’s revenue needs.  This revenue share 
expectation seems justified when assessing how much of the City water delivered is estimated to 
be tied to residential usage.  Although the City generally does not read residential water meters 
for billing purposes at this time, Table 4 has applied reasonable average daily usage assumptions 
to its customer class totals to estimate the usage for the entire sector.  Compared with the 
metered well production of 1,600,000,000 gallons pumped for 2008, the residential “Annual 
Usage” listed in Table 4 is approximately 70% of the pumped total. 
 
The iterations used to calculate a fixed fee and commodity rate component for a new meter rate 
need to consider what share of the utility’s operations have fixed costs.  Table 5 below includes 
the list of itemized operational cost line items provided by the City’s Finance Department for 
Fiscal Year 2008-2009 not involving capital project expenditures.  Factors by percentage for 
both fixed and variable components were estimated and assigned to each line item which leaves 
a cumulative total for both fixed and variable costs.   
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TABLE 5 – WATER COSTS (FIXED VS. VARIABLE) 

 

Line Item Amount Fixed % Variable% Fixed Cost Variable Cost
Personnel $559,161 100% 0% $559,161 $0
General Office $7,000 90% 10% $6,300 $700
Department Supplies $57,000 80% 20% $45,600 $11,400
Communications $4,565 100% 0% $4,565 $0
Maintenance & Repair $5,000 100% 0% $5,000 $0
Vehicle Operating Expense $20,444 100% 0% $20,444 $0
Vehicle Syop Charge $7,510 100% 0% $7,510 $0
Subscription & Dues $1,000 100% 0% $1,000 $0
Travel, Train & Development $2,000 100% 0% $2,000 $0
Buidling Maintenance $5,353 100% 0% $5,353 $0
Building Occupancy $3,000 100% 0% $3,000 $0
Automation Maintenance $4,196 100% 0% $4,196 $0
Contractual $220,000 80% 20% $176,000 $44,000
Equipment Repair $40,000 80% 20% $32,000 $8,000
Utilities $500,000 30% 70% $150,000 $350,000
Liability Coverage $21,574 100% 0% $21,574 $0
Property Coverage $4,756 100% 0% $4,756 $0
Finance/Utility Bill $91,113 100% 0% $91,113 $0
General Overhead $186,441 90% 10% $167,797 $18,644
Debt Overhead $15,537 90% 10% $13,983 $1,554
Debt. Service $110,000 100% 0% $110,000 $0

TOTALS $1,865,650 $1,431,352 $434,298

77% 23%

FY 08-09 Water Budget Line Item*

 
 
The overall outlook of Table 5 suggests that 77% of the utility’s costs are fixed.   
 
In developing a meter rate for flat rate water residential customers to convert to, it is being 
assumed that both “small” and “medium” house classes in the flat rate schedule have or will have 
meter sizes of ¾-inch or smaller with “large” houses having a one-inch meter.  For simplicity, it 
would be preferential to eliminate the house size classifications completely and rely on only 
meter or service sizes for future classifications.  However, the financial impact to the “small” 
house customer merging with a “medium” house under a ¾” or smaller customer classification is 
seen as too severe at this point in time.  The high percentage a fixed fee will have in the new 
meter rate leaves little opportunity for a “small” house to demonstrate that its consumption is 
actually smaller than a “medium” house even with metered usage.  A “small” house customer is 
already accustomed to paying approximately eight dollars less per month than a “medium” house 
on the current flat rate plan.  It is estimated that a current “small house” switching over to a 
consolidated ¾-inch rate plan (small and medium houses combined) would see a rate increase of 
approximately 33 percent with their water service bill.  
 
The following Table 6 below is the iteration that produced the most realistic outcome for a flat 
rate transition to a meter rate when considering financial impact to the customer and revenue 
needs for the City assuming that this transition occurs during 2010 (or first year of proposed rate 
plan): 
 
 



 

35 

 
TABLE 6 – RESIDENTIAL SECTOR REVENUES - METERED RATE VS. FLAT RAT E 

 
 

Total Rate Revenue Meter Size Service Fee
Commodity Rate 
(per 1,000 gal.)

Avg. Daily Water 
(gpd) Projected Bill Revenue

Small House 387 $19.19 $89,010.05 0.75 $15.00 $0.40 540 $21.48 $99,645
Medium House 2693 $29.31 $947,192.40 0.75 $22.00 $0.40 630 $29.56 $955,190
Large House 530 $38.06 $242,191.69 1 $30.00 $0.40 990 $41.88 $266,482

Projected Rate Revenue $1,278,394.13 $1,321,317.32

Proposed 2010 Flat Rates Proposed 2010 Meter Rate
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The following assumptions were considered through the iterations used to develop Table 6: 
 

1. The average daily demands for the typical residential classifications (small, medium and 
large house) identified in Table 4 would be reduced by ten percent (10%) in anticipation 
of the customers being motivated to conserve once they become metered customers. 

2. A starting point for the fixed component of the meter rate was calculating 75% of the flat 
rate amount to coincide with the fixed cost percentage previously identified for the water 
utility operations. 

 
The advantages to the implementing of the final iteration and meter rate plan in Table 6 for the 
residential sector are as follows: 
 

1. Will base “Service Fee” (fixed cost) on meter or service size. 
2. Charges a consistent commodity rate $0.40 per 1,000 gallons which simplifies the rate 

schedule. 
3. Medium house customer, the predominant flat rate classification, should being paying the 

same amount per month assuming a post-meter average daily flow of 630 gallons per 
day. 

4. Small house customers shouldn’t have a substantial impact to their once they become 
metered provided they in fact do use less water than larger houses. 

 
The issues and shortfalls with implementing a meter rate in Table 6 for the residential sector are 
as follows: 
 

1. Does not apply a tiered rate that is reduced for conservation-based to moderate usage and 
increased for excessive usage.  

2. AWWA equivalent meter factors identified in Figure 1 were not adhered to because of 
the need to meet fixed revenue expectations.  The actual factor with an increase service 
(fixed) fee from ¾-inch to one-inch is approximately 1.4 rather than the AWWA 
suggestion of 1.67. 

 
The tiered commodity rate structure is recognized as the most effective method in which to 
encourage conservation and responsible water use.  Although the City may have the ability to 
implement such a system beyond the five-year rate plan being studied and proposed in this 
document, the financial tracking and billing system software and staffing levels are most likely 
not in a position to implement tiered rates at this time.  The City’s top priority with this study is 
to immediately address its revenue needs through a financial plan that funds projects and 
operations needed to keep the water utility self-funded plus address the near-term measures of 
complying with regulatory mandates.  
  

Developing Meter Rate for Large Users 
 
Although it is believed that 70% to 80% of the water utility’s revenue needs can be met with the 
proposed meter rate plan developed in Table 6, the development of a complete rate schedule that 
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includes connections larger than one inch should be developed using projected revenue needs for 
actual metered customers.  Spreadsheet iterations using actual consumption data for metered 
customers, current meter sizes and projected revenue needs were performed to calibrate a meter 
rate schedule.   
 
The following assumptions and strategies were applied to the iterations: 
 

�  Fixed service fees should still represent the same factor by percentage of the overall 
projected average bill which was also assumed for the smaller, residential rate 
development (75%). 

�  Multiplying AWWA equivalent meter factors listed in Figure 1 to fixed residential rate 
service fees is a starting point for determining what the fixed service fee would be for 
larger connection rates. 

�  The assumed 2010 revenue (or first year) needs for the meter connections are the 2008 
actual revenues plus a 25-percent increase which is consistent with the percentage user 
fee revenue increase listed in the financial plan for the water utility. 

�  A secondary estimation of what of a large customer’s metered billing for 2010 should be 
based on past usage relative to a single family home’s use (assuming 700 gpd per single 
family equivalent) was calculated by multiplying the number of SFEs by the projected 
monthly bill for a typical home valued at $29.31. 

 
 
Table 7 below is the final outcome of the iterations that includes recommended service fees for 
larger connections starting in 2010.  Table 7 also outlines what type of impact the new service 
fee and commodity rate package meter factors will have if implemented. 
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TABLE 7 – LARGE CONNECTION & CUSTOMER METER RATE WORKSHEET 

 
 
 

Meter Size Factor Service Fee
0.75 1.00 $22.00

1 1.36 $30.00
1.5 2.00 $50.00
2 5.00 $110.00
3 11.67 $250.00
4 26.00 $575.00
6 50.00 $1,100.00

>6" 80.00 $1,750.00

Commodity Rate $0.40 per 1,000 gallons
SFE 700 gpd

Aveage SFE Bill $29.31 per month

Case # Customer Sector Meter Current Meter Future Service Fee 2010 Adjustment Projected Bill SFE Goal

1 Sequoia School - Landscape Commercial 4 4 $575.00 9,277,007 $10,082.26 773,084 $840.19 $1,050.24 $884.23 $1,079.00
2 Teen Chalenge Commercial 2 4 $575.00 7,882,100 $6,195.34 656,842 $516.28 $645.35 $837.74 $916.76
3 Sparklean of Shafter Commercial 2 2 $110.00 1,467,400 $1,320.66 122,283 $110.06 $137.57 $158.91 $170.67
4 Kern SDA Elementary School Commercial 2 1.5 $50.00 861,400 $719.82 71,783 $59.99 $74.98 $78.71 $100.19
5 Richland Chevrolet Commercial 2 1.5 $50.00 634,400 $498.64 52,867 $41.55 $51.94 $71.15 $73.79
6 State of California Commercial 1 1 $30.00 392,346 $472.95 32,696 $39.41 $49.27 $43.08 $45.63
7 Shafter Airport Investments Commercial 2 1 $30.00 198,060 $244.77 16,505 $20.40 $25.50 $36.60 $23.04
8 Westec Commercial 4 1 $30.00 101,110 $222.60 8,426 $18.55 $23.19 $33.37 $11.76
9 Target Landscaping Indusrial 6 6 $1,100.00 16,021,900 $16,527.89 1,335,158 $1,377.32 $1,721.66 $1,634.06 $1,863.50

10 Target - T0593 Indusrial 4 4 $575.00 15,638,300 $5,457.11 1,303,192 $454.76 $568.45 $1,096.28 $1,818.88
11 Bethlehem Construction, Inc. Industrial 2 4 $575.00 8,199,000 $6,444.40 683,250 $537.03 $671.29 $848.30 $953.62
12 Elk Corporation Industrial 4 4 $575.00 7,406,463 $8,528.69 617,205 $710.72 $888.41 $821.88 $861.44
13 ITTC L&L District - #1 Industrial 2 3 $250.00 7,317,100 $3,876.58 609,758 $323.05 $403.81 $493.90 $851.05
14 Wilbur-Ellis Industrial 2 2 $110.00 3,199,000 $2,514.43 266,583 $209.54 $261.92 $216.63 $372.07
15 Minter Field Complex Industrial 2 2 $110.00 2,950,700 $2,442.84 245,892 $203.57 $254.46 $208.36 $343.19
16 GMC Roofing Industrial 4 2 $110.00 2,451,800 $1,927.14 204,317 $160.60 $200.74 $191.73 $285.17
17 Scotts Company Industrial 2 1.5 $50.00 2,425,700 $1,236.72 202,142 $103.06 $128.83 $130.86 $282.13
18 Grimmway Enterprises Industrial 2 2 $110.00 2,409,000 $1,894.74 200,750 $157.90 $197.37 $190.30 $280.19
19 Bidart Bros. Industrial 2 2 $110.00 2,064,000 $1,622.31 172,000 $135.19 $168.99 $178.80 $240.06
20 Inland Crop Dusters Industrial 4 2 $110.00 1,844,546 $2,411.02 153,712 $200.92 $251.15 $171.48 $214.54
22 Shar-Craft, Inc. Industrial 2 1.5 $50.00 919,600 $722.81 76,633 $60.23 $75.29 $80.65 $106.96
23 Performance Food Group Industrial 2 2 $110.00 843,090 $662.68 70,258 $55.22 $69.03 $138.10 $98.06
24 Bayer Cropscience Industrial 2 1.5 $50.00 645,800 $833.80 53,817 $69.48 $86.85 $71.53 $75.11
25 I.C. Solutions Industrial 2 1 $30.00 521,600 $409.97 43,467 $34.16 $42.71 $47.39 $60.67
26 Wallcrete, Inc. Industrial 2 1 $30.00 489,700 $450.62 40,808 $37.55 $46.94 $46.32 $56.96
27 Westar Industrial 2 1 $30.00 399,085 $477.20 33,257 $39.77 $49.71 $43.30 $46.42
28 Helena Corporation Industrial 2 1 $30.00 395,700 $348.12 32,975 $29.01 $36.26 $43.19 $46.02
30 Con-Fab California Corporation Industrial 4 1.5 $50.00 106,170 $204.05 8,848 $18.55 $23.19 $53.54 $12.35
31 Semi Tropic Co-Op Industrial 1 1 $30.00 76,630 $224.09 6,386 $18.67 $23.34 $32.55 $8.91
32 P & F Distributors Industrial 1 0.75 $22.00 31,284 $204.05 2,607 $18.55 $23.19 $23.04 $3.64
33 Liquid Environmental Solutions Industrial 1 0.75 $22.00 4,930 $204.05 411 $18.55 $23.19 $22.16 $0.57
34 WC Handel & Son Industrial 2 3 $250.00 1,320 $2,409.99 110 $200.83 $251.04 $250.04 $0.15

TOTALS $71,268.00 $81,792.34 $102,309.99 $110,138.50 $135,630.27

Percentage Fixed (Projected Bills / Service Fees) 64.71%

2008 Totals 2008 Monthly Averages
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The following assessments and recommendations left from the development of Table 7 should 
be noted and taken into account if they are implemented by the City: 
 

�  The summation of the fixed service fee percentage is estimated to be 65%.  Although this 
is less than the previously-discussed target of 75%, it should be expected that larger 
connections for industrial and commercial customers will have more variability with their 
water use than a residential customer. 

�  Existing meter customers in the City now generally have the same fixed service fee 
regardless of the meter size.  The table has provided a column for future meter sizes that 
would ease the financial transition for both the customer and City to the new 
implementation of fixed service based on meter sizing.  Many customers appear to have 
meters that are either too small or large for their operations and documented water use 
which the City will likely need to address at or before the time that the new rates are 
implemented. 

�  The projected bill column assumes that the City will adhere to the future meter size for 
each customer listed. 

�  The overall outcome of Table 7 suggests that the “Projected Bill” total will generate the 
necessary revenue since it is higher than the simulated “2010 Adjustment” total but there 
still may be additional revenue to capture based on the “SFE Goal” total not being 
reached.   

 

East Shafter Debt Service Supplemental Costs 
 
In the early 1990’s, the City constructed a supply line along Lerdo Highway from the Core City 
to the Shafter Airport and Industrial Park facility and assumed ownership of a water distribution 
system that had previously been owned and operated by the Minter Field Airport District.  This 
improvement area has commonly been referred to as “East Shafter” on the City’s water grid.  In 
1995, the City Council adopted Resolution No. 1226 which outlines monthly water service costs 
for flat and meter customers plus a monthly supplemental fee for established and future 
customers to be added to service bills that would enable the City to recapture its capital costs for 
the supply line project.   
 
Since the East Shafter fee schedule was established, the supplemental fee has been collected 
through service billing for the established customers but the enforcement has lacked consistency 
particularly for newer customers.  Due to the complexities of how to address those customers 
that have and have not been assessed supplemental fees, it is being recommended that any 
immediate action by the City Council with regards to water rates not address the “Fixed Monthly 
Fee” section in Resolution No. 1226 until a thorough assessment of the East Shafter’s 
unrecovered water supply pipeline costs can be developed and used to recommend future fees for 
all benefitting customers. 
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TABLE 8 – FINAL METER RATE SCHEDULE RECOMMENDATION 
 
 

Year 2010 2011 2012 2013 2014
Current 
Rates N/A 15.0% 10.0% 10.0% 5.0%

3/4" or Smaller Meter - Small $18.55 $15.00 $17.25 $18.98 $20.87 $21.92
3/4" or Smaller Meter - Medium $18.55 $22.00 $25.30 $27.83 $30.61 $32.14
1" Meter $18.55 $30.00 $34.50 $37.95 $41.75 $43.83
1.5" Meter $18.55 $50.00 $57.50 $63.25 $69.58 $73.05
2" Meter $18.55 $110.00 $126.50 $139.15 $153.07 $160.72
3" Meter $18.55 $250.00 $287.50 $316.25 $347.88 $365.27
4" Meter $18.55 $575.00 $661.25 $727.38 $800.11 $840.12
6" or Larger Meter $18.55 $1,750.00 $2,012.50 $2,213.75 $2,435.13 $2,556.88

All Connections $0.79 $0.40 $0.46 $0.51 $0.56 $0.58

Connection Type Fixed Fee

Commodity Rate (Per 1,000 Gallons)

Recommended Rates & Annual Increases
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Sewer Utility 
 
The sewer utility’s financial plan is chronicled by two components which are the “Operating 
Fund” and a “Capital Improvement Fund (CIP)”.  The following Table 9 proposes future rate 
revenue and cost projections for the next five fiscal years in comparison to actual expenditure 
data for both funds: 
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TABLE 9 – SEWER UTILITY RATE REVENUE & COST FORECATS 
 
 
 

Estimated
Line Item 2007 2008 2009 2010 2011 2012 2013 2014
Starting Balance $944,318 $1,060,293 $1,181,689 $1,135,776 $1,090,930 $1,032,822 $954,981 -$897,500
Rate Revenue $1,177,284 $1,227,694 $1,251,529 $1,276,559 $1,302,090 $1,328,132 $1,354,695 $1,381,789

Future Rate Revenue Increases  0.0% 0.0% 0.0% 0.0%
Non-Rate Revenue $447,487 $662,293 $526,543 $27,240 $50,244 $50,000 $50,000 $50,000

Captial Outlay $8,046 $0 $3,294 $12,500 $12,500 $12,500 $12,500 $12,500
Captial Projects $0 $16,443 $34,800 $41,200 $42,436 $43,709 $1,804,768 $572,379

Other Ops. Costs $1,715,557 $1,616,397 $1,286,588 $1,317,949 $1,355,262 $1,399,764 $1,439,907 $1,481,123
Ending Balance $845,486 $1,317,440 $1,635,078 $1,067,926 $1,033,066 $954,981 -$897,500 -$1,531,714

Estimated
Line Item 2007 2008 2009 2010 2011 2012 2013 2014
Starting Balance $1,873,162 $2,250,070 $2,347,083 $2,454,792 $2,624,237 $2,774,237 $2,924,237 $3,074,237

Revenue $376,908 $1,037,312 $1,028,562 $2,659,445 $150,000 $150,000 $150,000 $150,000
Costs $0 $940,299 $920,853 $2,490,000 $0 $0 $0 $0

Ending Balance $2,250,070 $1,880,598 $2,454,792 $2,624,237 $2,774,237 $2,924,237 $3,074,237 $3,224,237

TOTAL SEWER 
BALANCE $3,095,556 $3,198,038 $4,089,870 $3,692,163 $3,807,304 $3,879,218 $2,176,737 $1,692,524

Operations

Capital Improvement

Actual

Actual

Projected

Projected
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The costs and revenue detail for Table 9 are provided in the Appendix section of this report. 
 
Table 9 suggests that both the CIP and Operations funds have been maintaining and will 
continue to maintain healthy reserve balances throughout this rate study period without the need 
for a single rate adjustment.  The growth in rate revenue going starting with Fiscal Year 2009-
2010 was assumed to be 2% while the annual increase with operational costs was assumed to be 
3%. 
 
The City adopted a new sewer capacity fee schedule, which are buy-in costs collected for new 
development and connections, in 2007 and does not anticipate any further fee adjustments within 
this rate study period. 
 
Possible expenditures not addressed in the sewer utility’s financial plan include the following: 
 

�  Potential City matching funds for capital improvement projects that are candidates for 
State and Federal grants which include connecting the Shafter Airport and Industrial Park 
plus rural and outlying communities to the City’s collection system. 

�  Sewer master planning maps, hydraulic modeling and other studies. 
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TABLE 10 – PROPOSED SEWER FLAT RATE SCHEDULE 
 

Year 2010 2011 2012 2013 2013-2014
Current 
Rates 0.0% 0.0% 0.0% 0.0% 0.0%

Apt. & Moble Homes $21.60 $21.60 $21.60 $21.60 $21.60 $21.60
All Houses $22.40 $22.40 $22.40 $22.40 $22.40 $22.40

Fast Food $39.60 $39.60 $39.60 $39.60 $39.60 $39.60
Restaurants $1.54 $1.54 $1.54 $1.54 $1.54 $1.54
Car Wash (Per Stall) $35.90 $35.90 $35.90 $35.90 $35.90 $35.90
Beauty Shops/Hair Stylists $36.40 $36.40 $36.40 $36.40 $36.40 $36.40
Funeral Homes $42.00 $42.00 $42.00 $42.00 $42.00 $42.00
Bars (Per Seat) $1.04 $1.04 $1.04 $1.04 $1.04 $1.04
Motels (Per Room) $7.60 $7.60 $7.60 $7.60 $7.60 $7.60
Laundromat (Per Washer) $7.20 $7.20 $7.20 $7.20 $7.20 $7.20
Office Businesses*

1-8 Employees $11.80 $11.80 $11.80 $11.80 $11.80 $11.80
9-16 Employees $23.90 $23.90 $23.90 $23.90 $23.90 $23.90

17-24 Employees $34.70 $34.70 $34.70 $34.70 $34.70 $34.70
25-32 Employees $46.00 $46.00 $46.00 $46.00 $46.00 $46.00
33-40 Employees $57.70 $57.70 $57.70 $57.70 $57.70 $57.70

Rest Homes (Per Bed) $5.40 $5.40 $5.40 $5.40 $5.40 $5.40
Convalescent (Per Bed) $5.40 $5.40 $5.40 $5.40 $5.40 $5.40
Richland $1,079.55 $1,079.55 $1,079.55 $1,079.55 $1,079.55 $1,079.55
Kern High School $808.95 $808.95 $808.95 $808.95 $808.95 $808.95

$31.90 $31.90 $31.90 $31.90 $31.90 $31.90

1-8 Employees $11.80 $11.80 $11.80 $11.80 $11.80 $11.80
9-16 Employees $23.90 $23.90 $23.90 $23.90 $23.90 $23.90

17-24 Employees $34.70 $34.70 $34.70 $34.70 $34.70 $34.70
25-32 Employees $46.00 $46.00 $46.00 $46.00 $46.00 $46.00
33-40 Employees $57.70 $57.70 $57.70 $57.70 $57.70 $57.70

Flow ($/1,000 gal.) $0.95 $0.95 $0.95 $0.95 $0.95 $0.95

Flow ($/1,000 gal.) $0.35 $0.35 $0.35 $0.35 $0.35 $0.35
BOD Charge ($/lb) $0.19 $0.19 $0.19 $0.19 $0.19 $0.19
TSS Charge ($/lb) $0.17 $0.17 $0.17 $0.17 $0.17 $0.17

(*) - Assumes no industrial wastewater discharges
(**) - Assumes no industrial wastewater discharges

Recommended Rates & Annual Increases
Customer Class

Single Family

Commercial & Professional

BOD<300mg/L & TSS<200mg/L

BOD>300mg/L & TSS>200mg/L

Hospitals & Schools

Churches & Public Buildings
Industrial - General* 

Industrial - Manfacturing**

 
 

 

 
 



 

45 

Refuse Collection 
 
The refuse collection division’s financial plan is chronicled by two components which are the 
“Operating Fund” and a “Capital Improvement Fund (CIP)”.  The following Table 11 proposes 
future rate revenue and cost projections for the next five fiscal years in comparison to actual 
expenditure data for both funds: 
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TABLE 11 – REFUSE COLLECTION RATE REVENUE & COST FORECATS 

 
 
 
 

Estimated
Line Item 2007 2008 2009 2010 2011 2012 2013 2014
Starting Balance $950,185 $735,012 $414,632 $91,495 $9,757 $14,960 $108,746 $251,174
Rate Revenue $666,816 $705,815 $725,154 $826,676 $942,410 $1,055,499 $1,129,384 $1,174,560

Future Rate Revenue Increases 12.0% 12.0% 10.0% 5.0% 2.0%
Non-Rate Revenue $109,336 $31,247 $10,485 $13,200 $8,200 $8,200 $8,200 $8,200

Captial Outlay $0 $0 $3,294 $0 $0 $0 $0 $0
Captial Projects $237,867 $26,122 $36,937 $15,000 $15,000 $15,000 $15,000 $15,000

Other Ops. Costs $753,458 $1,037,410 $1,018,544 $906,614 $930,407 $954,914 $980,156 $1,006,156
Ending Balance $735,012 $408,542 $91,495 $9,757 $14,960 $108,746 $251,174 $412,778

Estimated
Line Item 2007 2008 2009 2010 2011 2012 2013 2014
Starting Balance $295,035 $332,599 $327,972 $102,733 $87,733 $72,733 $72,733 $72,733

Revenue $74,501 $28,900 $27,744 $20,000 $20,000 $35,000 $35,000 $35,000
Costs $36,937 $29,532 $252,983 $35,000 $35,000 $35,000 $35,000 $35,000

Ending Balance $332,599 $331,966 $102,733 $87,733 $72,733 $72,733 $72,733 $72,733

TOTAL REFUSE 
BALANCE $1,067,611 $740,508 $194,229 $97,491 $87,694 $181,479 $323,908 $485,512

Projected

Actual

Actual

Operations
Projected

Capital Improvement
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The cost and revenue detail for Table 11 are provided in the Appendix section of this report. 
 
As Table 11 suggests, the Operations and CIP Fund have seen very rapid declines with their 
balances in recent years which is being attributed to two primary factors.  The first involves the 
City’s use of the fund to cover the City’s contracted street sweeping costs valued at over 
$100,000 annually which became effective in Fiscal Year 2006-2007.  The second factor is the 
City purchasing two new refuse trucks within the past two years when it had previously been 
accustomed to a new truck purchase every five years. 
 
Funding New Truck Purchases 
 
The motivation for the more aggressive truck purchasing schedule was to improve efficiency 
with more modern equipment and to comply with stricter engine emission requirements more 
effectively.  By purchasing two trucks within the past two years, City drivers have completed 
their routes faster and the new trucks do not appear to be subject to engine retrofits required by 
the emission standards included in Title 13 of the State of California Code of Regulations.   
 
The City generally has three full-time truck operators.  Although a third truck purchase would 
further enhance the operational efficiency and emission standards compliance, an actual purchase 
in not reflected in the financial plan for this rate study period.  The plan which is outlined in 
Table 11 reflects the City’s primary objective to improve the overall cash balance of refuse 
division by minimizing expenditures and reasonably adjusting the rate revenue annually within 
the five-year period being assessed.  To date, there are at least three additional fleet trucks that 
can be utilized by the third driver and to serve as sufficient back-up vehicles to support the 
operation.  By the end of 2014, there should be sufficient funding to purchase a third refuse truck 
if deemed necessary.   
 
City Street Sweeping 
 
The City currently uses a contracted vendor for all street sweeping.  The residents and businesses 
generally benefit from a minimum of once per week service.  The value of this service exceeds 
$100,000 annually.  These costs were allocated to the refuse division starting in Fiscal Year 
2006-2007 which the enterprise was not meant to sustain for an extended period.  To minimize 
the rate revenue required for the refuse division and thus the service rates need to support the 
operation, the financial plan in Table 11 assumes that the City’s General Fund will be 
responsible for funding street sweeping for the duration of five-year rate study period.  
 
Container Inventory 
 
Revenue for the Refuse CIP Fund generally consists of container and start-up fees that are 
assessed to new customers through the building permit process.  Although this revenue has 
generally covered the City’s purchase of new containers from a supplier, there has been a 
considerable volume of repair and replacement work for existing containers in recent years that 
contributed to the CIP fund’s declining balance.  The City should ensure that the Operations 
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Fund is positioned to cover container replacements and repairs for existing accounts that can 
reasonably be expected within the expected useful life of a container of approximately ten years.    
 
County Fees 
 
Residents using the City’s refuse collection are not charged disposal fees because they are 
already assessed annual “land use fees” through their property taxes that cover disposal for 
typical household solid waste.  Commercial and industrial customers are, however, assessed “bin 
fees” which are set by the County of Kern Waste Management Department, the landfill 
operators, which the City collects from these customers on the County’s behalf.  It is believed 
that the current County bin fee is $2.11 per cubic yard.  In addition to using the rate schedule 
listed in Table 13 to bill commercial and industrial accounts for refuse collection, the City will 
continue to assess the applicable bin fee on the County’s behalf. 
 
Rate Revenue Increases Required  
 
With no feasible method in which to reduce or re-allocate the operating or capital costs, the 
Operations Fund is relying on rate revenue to support the Refuse Division’s financial needs 
which assumes rate increases on annual basis for the duration of the five-year rate restructuring 
period starting in 2010.  Consistent with the rate revenue adjustments shown in the financial plan 
outlined in Table 11, it is recommended that the service rates be increased as follows: 12.0% for 
2010, 12.0% for 2011, 10.0% for 2012, 5.0% for 2013 and 5.0% for 2014. 
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TABLE 12 – RESIDENTIAL REFUSE COLLECTION RATE SCHEDULE 
 
 

Year 2010 2011 2012 2103 2104
Current 
Rates 12.0% 12.0% 10.0% 5.0% 2.0%

Apartments & Mobile Homes $8.90 $9.97 $11.16 $12.28 $12.89 $13.15
House with Alley Collection $9.90 $11.09 $12.42 $13.66 $14.34 $14.63

House without Alley Collection $16.75 $18.76 $21.01 $23.11 $24.27 $24.75

(*) Collects Two 
Days Per Week

Residential*

Recommended Rates & Annual Increases
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TABLE 13 – COMMERCIAL & INDUSTRIAL REFUSE COLLECTION RATE 
SCHEDULE 

 

Bin (CY) 2 3 4 5 6 Bin (CY) 2 3 4 5 6
0.375 $8.00 $12.00 $16.00 $20.00 $23.90 0.375 $11.04 $16.56 $22.08 $27.60 $32.98
0.500 $10.60 $16.00 $21.30 $26.60 $31.90 0.500 $14.63 $22.08 $29.39 $36.70 $44.02
0.750 $16.00 $23.90 $31.90 $39.90 $47.90 0.750 $22.08 $32.98 $44.02 $55.06 $66.09
1.000 $21.30 $31.90 $42.60 $53.20 $63.90 1.000 $29.39 $44.02 $58.78 $73.41 $88.17
1.125 $23.90 $35.90 $47.90 $59.90 $71.80 1.125 $32.98 $49.54 $66.09 $82.65 $99.07
1.500 $31.90 $47.90 $63.90 $79.80 $95.80 1.500 $44.02 $66.09 $88.17 $110.11 $132.19
3.000 $63.90 $95.80 $127.70 $159.60 $191.60 3.000 $88.17 $132.19 $176.21 $220.22 $264.38
4.500 $95.80 $143.70 $191.60 $239.40 $287.30 4.500 $132.19 $198.28 $264.38 $330.33 $396.43
6.000 $127.70 $191.60 $255.40 $319.30 $383.10 6.000 $176.21 $264.38 $352.41 $440.58 $528.62
7.500 $159.60 $239.40 $319.30 $399.10 $478.90 7.500 $220.22 $330.33 $440.58 $550.69 $660.81
9.000 $191.60 $287.30 $383.10 $478.90 $574.70 9.000 $264.38 $396.43 $528.62 $660.81 $792.99

10.500 $223.50 $335.20 $447.00 $558.70 $670.50 10.500 $308.39 $462.52 $616.79 $770.92 $925.18
12.000 $255.40 $383.10 $510.80 $638.50 $766.20 12.000 $352.41 $528.62 $704.82 $881.03 $1,057.23
13.500 $287.30 $431.00 $574.70 $718.30 $862.00 13.500 $396.43 $594.71 $792.99 $991.14 $1,189.42
15.000 $319.30 $478.90 $638.50 $798.20 $957.80 15.000 $440.58 $660.81 $881.03 $1,101.39 $1,321.61
16.500 $351.20 $526.80 $702.40 $878.00 $1,053.60 16.500 $484.60 $726.90 $969.20 $1,211.50 $1,453.80
18.000 $383.10 $574.70 $766.20 $957.80 $1,149.40 18.000 $528.62 $792.99 $1,057.23 $1,321.61 $1,585.99
19.500 $415.00 $622.60 $830.10 $1,037.60 $1,245.10 19.500 $572.63 $859.09 $1,145.41 $1,431.72 $1,718.04

Bin (CY) 2 3 4 5 6 Bin (CY) 2 3 4 5 6
0.375 $8.96 $13.44 $17.92 $22.40 $26.77 0.375 $11.59 $17.39 $23.18 $28.98 $34.63
0.500 $11.87 $17.92 $23.86 $29.79 $35.73 0.500 $15.36 $23.18 $30.86 $38.54 $46.22
0.750 $17.92 $26.77 $35.73 $44.69 $53.65 0.750 $23.18 $34.63 $46.22 $57.81 $69.40
1.000 $23.86 $35.73 $47.71 $59.58 $71.57 1.000 $30.86 $46.22 $61.72 $77.08 $92.58
1.125 $26.77 $40.21 $53.65 $67.09 $80.42 1.125 $34.63 $52.01 $69.40 $86.79 $104.03
1.500 $35.73 $53.65 $71.57 $89.38 $107.30 1.500 $46.22 $69.40 $92.58 $115.62 $138.80
3.000 $71.57 $107.30 $143.02 $178.75 $214.59 3.000 $92.58 $138.80 $185.02 $231.23 $277.60
4.500 $107.30 $160.94 $214.59 $268.13 $321.78 4.500 $138.80 $208.20 $277.60 $346.85 $416.25
6.000 $143.02 $214.59 $286.05 $357.62 $429.07 6.000 $185.02 $277.60 $370.03 $462.61 $555.05
7.500 $178.75 $268.13 $357.62 $446.99 $536.37 7.500 $231.23 $346.85 $462.61 $578.23 $693.85
9.000 $214.59 $321.78 $429.07 $536.37 $643.66 9.000 $277.60 $416.25 $555.05 $693.85 $832.64

10.500 $250.32 $375.42 $500.64 $625.74 $750.96 10.500 $323.81 $485.65 $647.63 $809.46 $971.44
12.000 $286.05 $429.07 $572.10 $715.12 $858.14 12.000 $370.03 $555.05 $740.06 $925.08 $1,110.10
13.500 $321.78 $482.72 $643.66 $804.50 $965.44 13.500 $416.25 $624.45 $832.64 $1,040.70 $1,248.89
15.000 $357.62 $536.37 $715.12 $893.98 $1,072.74 15.000 $462.61 $693.85 $925.08 $1,156.46 $1,387.69
16.500 $393.34 $590.02 $786.69 $983.36 $1,180.03 16.500 $508.83 $763.24 $1,017.66 $1,272.07 $1,526.49
18.000 $429.07 $643.66 $858.14 $1,072.74 $1,287.33 18.000 $555.05 $832.64 $1,110.10 $1,387.69 $1,665.29
19.500 $464.80 $697.31 $929.71 $1,162.11 $1,394.51 19.500 $601.27 $902.04 $1,202.68 $1,503.31 $1,803.94

Bin (CY) 2 3 4 5 6 Bin (CY) 2 3 4 5 6
0.375 $10.04 $15.05 $20.07 $25.09 $29.98 0.375 $11.82 $17.73 $23.64 $29.56 $35.32
0.500 $13.30 $20.07 $26.72 $33.37 $40.02 0.500 $15.66 $23.64 $31.48 $39.31 $47.14
0.750 $20.07 $29.98 $40.02 $50.05 $60.09 0.750 $23.64 $35.32 $47.14 $58.96 $70.79
1.000 $26.72 $40.02 $53.44 $66.73 $80.16 1.000 $31.48 $47.14 $62.95 $78.62 $94.43
1.125 $29.98 $45.03 $60.09 $75.14 $90.07 1.125 $35.32 $53.05 $70.79 $88.52 $106.11
1.500 $40.02 $60.09 $80.16 $100.10 $120.17 1.500 $47.14 $70.79 $94.43 $117.93 $141.57
3.000 $80.16 $120.17 $160.19 $200.20 $240.34 3.000 $94.43 $141.57 $188.72 $235.86 $283.15
4.500 $120.17 $180.26 $240.34 $300.30 $360.39 4.500 $141.57 $212.36 $283.15 $353.79 $424.57
6.000 $160.19 $240.34 $320.37 $400.53 $480.56 6.000 $188.72 $283.15 $377.43 $471.86 $566.15
7.500 $200.20 $300.30 $400.53 $500.63 $600.73 7.500 $235.86 $353.79 $471.86 $589.79 $707.72
9.000 $240.34 $360.39 $480.56 $600.73 $720.90 9.000 $283.15 $424.57 $566.15 $707.72 $849.30

10.500 $280.36 $420.47 $560.72 $700.83 $841.08 10.500 $330.29 $495.36 $660.58 $825.65 $990.87
12.000 $320.37 $480.56 $640.75 $800.93 $961.12 12.000 $377.43 $566.15 $754.86 $943.58 $1,132.30
13.500 $360.39 $540.65 $720.90 $901.04 $1,081.29 13.500 $424.57 $636.94 $849.30 $1,061.51 $1,273.87
15.000 $400.53 $600.73 $800.93 $1,001.26 $1,201.46 15.000 $471.86 $707.72 $943.58 $1,179.59 $1,415.45
16.500 $440.55 $660.82 $881.09 $1,101.36 $1,321.64 16.500 $519.01 $778.51 $1,038.01 $1,297.52 $1,557.02
18.000 $480.56 $720.90 $961.12 $1,201.46 $1,441.81 18.000 $566.15 $849.30 $1,132.30 $1,415.45 $1,698.59
19.500 $520.58 $780.99 $1,041.28 $1,301.57 $1,561.85 19.500 $613.29 $920.08 $1,226.73 $1,533.37 $1,840.02

No. of Pick-Ups Per Week
Current Rates

2010

No. of Pick-Ups Per Week
2011

No. of Pick-Ups Per Week

No. of Pick-Ups Per Week

2012

2013

2014

No. of Pick-Ups Per Week

No. of Pick-Ups Per Week
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CONCLUSIONS & RECOMMENDATIONS 

  
Conclusions 
 
This report summarizes the cost-of-service analysis and recommendations for a five-year 
monthly service rate adjustment plan for the City’s water, wastewater and refuse collection 
operations.  The recommended cost-of-service rates are those considered at this time to be the 
most equitable to the City while minimizing the financial impact of increases to the customers.  
If applicable rate adjustment procedures and requirements set forth by the State’s passage of 
Proposition 218 are adhered to by the City, the first rate adjustment can be effective by 
approximately January 1, 2010.   
 
If approved by the City Council, customers with flat rate billing plans for water and refuse 
services would see their service bills adjusted annually by the same percentage that was used to 
adjust the required rate revenue within the financial plans of both utilities.  The services rates for 
the wastewater utility do not appear to need adjusting at this time because its financial plan can 
maintain acceptable levels of funding for operations and capital improvements.   
 
Water customers with metered connections, even if they’re currently on flat rate billing plans, 
have to be billed on a metered basis by January 1, 2010 per the passage of State Assembly Bill 
2572.  This cost-of-service analysis recommends a meter rate structure that best complements the 
revenue expectations of the water utility with some commodity rate billing incentive for 
conservation.  However, converting some of the existing meter customer base to the proposed 
meter rate plan may require further analysis, meter change outs and other accommodations to 
minimize potential financial impacts.  
 
Recommendations 
 
The primary recommendations of this report are as follows: 
 

�  Adopt Five-Year Service Rate Restructuring Plan for Water and Refuse Divisions - 
Adopt the five-year rate re-structuring plan to take effect as soon as January 1, 2010 and 
last through December 31, 2014 per the rate schedules provided in this study. 

�  Work Towards Converting Flat Rate Water Customers to Meter Rates – The City 
must make staffing, resourcing and funding adjustments to its water operation to meeting 
the near term impacts of California Assembly Bill (AB) 2572 which requires that existing 
service meters be read for billing purposes by 2010. 

�  Upgrade Existing Water Meters from Manual Reads to Automatic Meter Reads 
(AMR) – The City purchased an AMR system to read meters equipped with a radio data 
transmitter and should use whatever finances are available to install as many AMR 
meters as possible to minimize the staff time used to read meters plus minimize the 
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impact of reading errors. 
�  Start Meter Retrofit Program for Unmetered Connections – The City is faced with 

having to install approximately 2,500 meters at unmetered connections which is another 
requirement of AB 2572.  This equates to approximately $1,500,000 in capital costs.  To 
minimize the cost impact through the customer’s bill and ensure that the work is not 
postponed too close to the January 1, 2025 completion deadline, a phased installation of 
approximately 160 per year should be considered and implemented as soon as possible. 

�  Evaluate Solid Waste Diversion and Recycling Options – Customers generating less 
solid waste essentially means fewer refuse truck trips to the County landfills.  Therefore, 
the City should consider explore cost-effective diversion programs such as public 
recycling drop-off stations and voluntary curbside service from City forces or private 
waste companies. 

�  Re-Evaluate Rate Structure Annually – Even if the multi-year rate restructuring plan 
outlined in this study is implemented, the City’s water, wastewater and refuse enterprises 
are all facing increased regulation, escalating operational costs and other factors that 
should warrant a minimum of annual monitoring of each enterprise’s long-term financial 
outlook by City staff. 
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APPENDIX 
 
 

Financial Planning Cost & Revenue Details 
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