
THE CITY OF SAN DIEGO

MEMORANDUM

DATE: April 20, 2011

TO: Honorable Councilmembers David Alvarez, Carl DeMaio, Sherri Lightner and Lorie
ZapJ

FROM: Mayor Jerry Sanders

SUBJECT: City's Water-Rate Structure

A few weeks ago, the Voice of San Diego wrote an article entitled "Most Efficient Water
Consumers Pay the Price, Too" (March 22). This memo is a response to that article and aims to
set the record straight about the city's water-rate structure. (We requested that the Voice run a
correction but the editors declined to do so.) Given that many of you read that piece - and given
that water rates remain a topic of ongoing interest to all of you - we thought you would find this
response helpful in your future deliberations on this topic.

1. Apples-to-Oranges Comparisons

The reporter compares San Diego to the water districts of Sweetwater and Irvine Ranch. He
notes that efficient water users in Sweetwater and Irvine Ranch residents have lower bills than
efficient water users in San Diego, as if that somehow proves their rate structure is better than
ours. There's a glaring omission: A key reason San Diego's rates have been rising so much is
because we import 85% of our water supply. We've raised rates four times since 2008 simply
to pass through our wholesalers' price increases. By comparison, Irvine Ranch imports only 20%
of its water supply and Sweetwater only 30%. (Fully half of Irvine Ranch's water supply comes
from one of the cheapest-possible sources - local groundwater.) Hence the rising cost of
wholesaler water doesn't have the same impact on those two districts.

The reporter also compares the monthly water bills of a low water user in Sweetwater and the
same user in San Diego: $9.10 for Sweetwater, $37.39 in San Diego. What he doesn't mention
is that roughly $20 of that San Diego user's water bill goes toward fixed expenses having
nothing to do with how much water you use. You might not use a single drop of water but
you still must - and should -- pay for the fixed expenses associated with making sure you have



water when you need it. That flat fee covers expenses such as meter readers, valve adjustors,
water-main maintenance, etc.

2. Fails to Include Basic Facts That Contradict Ris Premise

The reporter cites Los Angeles as another city that supposedly has a better rate structure than San
Diego. As proof, he cites just one fact: the per-unit cost of water is 60 percent higher in LA's
highest tier compared to its lowest tier. Here's a partial list of the relevant facts he doesn't
mention:

a) Los Angeles water rates are skyrocketing every bit as dramatically as San Diego's. Since
2007, Los Angeles has hiked its rates 44% for people in its lowest tier, i.e. its most
efficieJ?:~water users. The woman complaining at the beginning of the article about her
bill going up even as she increases conservation? She'd have the exact same complaint if
she lived in Los Angeles.

b) An unbiased analysis shows that San Diego actually punishes many water wasters more
harshly than Los Angeles - the exact opposite of what the reporter asserts in his article.
That's because Los Angeles' highest price tier is much more difficult to reach than it is in
San Diego.

In San Diego, your per-unit price for water starts going up when you exceed 14 RCF per
billing period, regardless of your lot size or family size. In Los Angeles, the bigger your
property, the more water you can use before hitting that higher-tier level. Consider the
extreme example of a family living on a lot exceeding 43,500 square feet. In San Diego,
that family will get penalized with higher per-unit RCF costs the moment it uses more
than 14 RCF per billing period. In Los Angeles, that same family in the 90001-90044 zip
codes could use up to 90 RCF per billing period during the summer while remaining in
the lowest RCF tier, even during a drought. (In a non-drought year, that same family
could use a whopping 105 HCF and still remain in the lowest tier.)

Even if that same family lived on the smallest category of lot size (under 7,500 square feet), it
could still use up to 30 RCF during the summer months - more than double San Diego's cut-off
point -- while remaining in Los Angeles's lowest-price tier. In a non-drought year, that bar is
even harder to reach, going from 30 to 36 RCF.

3. Fails to Raise Even Most Basic Concerns about Water-based Billing

The reporter paints budget-based billing as some sort of magic elixir. Nowhere in the article does
he mention:

a) The potential legal problems. He notes that Irvine Ranch charges 1,000 percent more in
its highest tier than in its lowest tiers. Our City Attorney's Office has publicly questioned



the methodology of Irvine Ranch's cost structure. You can't simply charge wasteful
water users anything you want. Prop. 218 requires a proportional link between what you
charge a customer and what it costs to deliver water to that customer. If Irvine Ranch is
unable to show this proportionality, its rates could be challenged successfully. In fact,
UCAN filed and won a lawsuit against San Diego several years ago by making
essentially that exact claim about our sewer rates. As a result of that lawsuit, San Diego
ratepayers were forced to pay UCAN $6 million in attorney's fees.

b) All the logistical issues involved in water-budget-based billing. It's one thing to set up
this system in Irvine Ranch, a planned community where the lots are largely identical. It's
another to do it in San Diego, with both old and new communities, coastal and inland
climates and many different lot sizes. What's more, the Irvine Ranch model provides an
inherent incentive to commit fraud. Let's say you're a family with two teen-agers and
those teen-agers head off to college. How many families would report this fact when the
result would be a reduction in their monthly water allowance? Should the city establish a
team of water cops who go house to house, asking people intensely personal questions
about their living arrangements?

These important questions; the technical ability, the legality and the logistics of implementing a
water budget based billing system, will all be reviewed via a study the Public Utilities
Department is conducting at the direction of the Mayor. The study, as you've been briefed, is
expected be concluded by the end of the calendar year.

4. Doesn't Bother to Challenge Any ofUCAN's Assertions

The reporter asserts in his article that San Diego "charges a large fixed fee on each bill." This is
wrong. San Diego's fixed fee is not "large" at all. In fact, it's actually lower than what the
industry standard recommends. (Cal Urban Water Conservation Council Best Management
Practice is that 70% of a water department's revenue should come from volumetric charge and
30% from the fixed fee. In San Diego, 22% is from the fixed fee and78% is from volumetric
fee.)

The reporter does mention UCAN's assertion that our water rates are illegal because supposedly
these rates "lack a rational relationship to the real cost of providing water." If UCAN's letter has
as much merit as the reporter seems to suggest, then how can the reporter defend the idea of
charging one group of residents 1,000 times more for their water than another group of
residents (the Irvine Ranch approach)?

5. Wrongly Claims San Diegans Have No Incentive To Save Water

The reporter spends the entire article repeating the falsehood that San Diegans have no incentive
to save water. He quotes super-saver Dayna Hydrick as saying, "Why would anyone want to do
this? Certainly there's no money in it." He writes that unlike San Diego, some cities "have



created incentives to effect conservation." He later writes that unlike San Diego, some cities
"have rates that reward residents' good behavior and penalize their bad."
The notion that San Diegans have no financial incentive to save water is, of course, simply
untrue. In San Diego, the more water you use, the higher your water bill. Not only does it go up,
it goes up exponentially. (The price of your second 14 HCF is higher than your first 14 HCF. The
price of your third 14 HCF is higher than your second.) Also, the size of your sewer bill is tied to
your winter-month water use. So by cutting back your water use, not only do you reduce your
water bill, you also reduce your sewer bill.

We hope this memo corrects any misimpressions created by the Voice piece.

Alex Roth
Deputy Press Secretary
Mayor Jerry Sanders


