Cupertino Sanitary District

Memo
To:

Item 9A

Board of Directors

From: Benjamin T. Porter, District Manager-Engineer
Date: January 6, 2021
RE:

Rate Study Workshop No. 5 – Draft Rate Study Methodology

This memorandum provides a summary of the methodology that will be used to prepare a rate study for
Cupertino Sanitation District (CuSD). The goal of the rate study will be to develop fair and equitable
rates to CuSD customers. At the December 16, 2020 Board meeting, the Board decided to proceed with
development of rates for different customers that were more proportional to each customer’s flow and
load contribution to the system and based upon an improved allocation of the cost of service required
to serve each customer. The resultant rates will be used to prepare a rate study by District staff.
CuSD has conducted four workshops to evaluate options for more fair and equitable rates. The four
workshops are:
•

Workshop #1 – Adoption of Rates for Accessory Dwelling Units (ADUs)

•

Workshop #2 – Re-classify and establish rates for Multi-Family Units

•

Workshop #3 –Establishment of User Rates Based on Flow and Load

•

Workshop #4 – Establishment of special zone assessment: Pump Station Zones

Shown on Tables 1, 2, and 3 are a tabulation of the impact of rate changes from Workshop numbers #1,
#2, #3, and #4.
•

Table 1 provides the summary of rates.

•

Table 2 provides the load and flow data which were used to re-allocate the rates.

•

Table 3 provides the percentage increase or decrease in rates for each customer type.
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The revised rate changes are calculated by assuming that the total revenue remains unchanged for all
scenarios in a given class of customers (residential, commercial, industrial and institutional). The
changes in rates as a result of each workshop are described below.
Workshop #1 – Adoption of Rates for Accessory Dwelling Units (ADUs): Re-allocate fees
proportionally based on cost of service for different residential types based on re-classifying ADUs.
CuSD will move forward with a rate study that includes a rate for ADUs that is 76% of the single-family
rate.
•

Impact: Assuming revenue for residential remains unchanged, reduction in rate for ADUs
would result in an increase for the Single Family Rate (SFR). See column “(d)” in Table 1. The
increase in SFR is reflected in the rates calculation done based on Workshop 3.

Workshop #2 – Re-classify and establish rates for Multi-Family Units: Re-allocate fees
proportionally based on cost of service for different residential types based on re-classifying multifamily units. Based on the Board Meeting conducted on December 16, 2020, it was agreed to: Classify
five-plex and higher number of units as a Multi-Family, and adopt Multi-Family Rates as 76% of the
SFR rate.
•

Impact: Assuming revenue for residential remains unchanged, reduction in rate for MultiFamily would result in an increase the rate for SFR. See column “(e)” in Table 1. The increase
in SFR is reflected in the rates calculation done based on Workshop 3.

Workshop #3 –Establishment of User Rates Based on Flow and Load: Re-allocate fees
proportionally based on cost of service for different user types based on flow and load. These current
rate structures were established using the standard California State Water Resources Control Board
(SWRCB) Revenue Program Guidelines factors [flow, biochemical oxygen demand (BOD), suspended
solids (SS), and ammonia (NH3)], and the City of San Jose’s adopted revenue program.
•

Impact: New recalculated rates based of Workshop #3, would be more equitable for all user
types because they are based on flow and load data. Shown on Table 2 are the calculations for
how rates were adjusted based upon flow and load. Complying with the decision made in
Workshop #1 and #2, rates for Multi-Family and ADUs are 76% of SFR (see column “(f)” in
Table 1). Increases in rates across all user types that have a greater impact on the treatment and
collection system would be offset by decreases in users that do not have as great of an impact.
All user fees would more closely align with SWRCB Revenue Program guidelines.

Workshop #4 – Establishment of special zone assessment: Pump Station Zones: Re-allocate fees
proportionally based on cost of service for different user types based on whether service is provided by
pumping flows or by gravity. At the Board meeting conducted on December 16, 2020, it was agreed to
proceed with a rate study analysis based on charging pump station service area customers a higher rate
to account for higher cost of service.
•

Impact: New recalculated rates based on Workshop #4, would result in increase in rates for
residential, commercial, institutional, and industrial units located in pump station zones. The
rate would decrease for users located in non-pump station zones. See column “(g)”, “(h)” and
“(i)” in Table 1. Column “g” provides the additional cost of service for users in pump station
zones. The overall increase in rates for pump station zone users is shown in column “(h)” and
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the overall decrease in rates for users located in non-pump station zones is shown in column
“(i)”.
The current adopted rates are shown in column “(c)”. The final revised rates based on all workshops
are provided in column “(j)” and “(k)”. These rates will be used for the rate study. Table 3 shows the
comparison of current adopted rates with final revised rates calculated based on workshops #1, #2, #3,
and #4. It shows the rates in $/year/unit and percentage change for each user type.
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Table 1: Summary of Rates Based on Workshops #1, #2, #3, #4
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Table 2: Summary of Rates Based on Workshops #1, #2, #3, #4, including Flow and Load Data
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Table 3: Comparison of percentage change between current adopted rate and revised rates
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