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Memorandum  
To: Pat Sausedo 

From: Development & Financial Advisory (“DFA”) 

CC: Dennis Martin 

Date: 12/7/2018 

Re: Alameda County Water District – Supplemental Material (11/20/2018)    

DFA reviewed the supplemental material provided by the Alameda County Water District (“District”) 
supporting the draft facilities connection charges.  The supplemental material provided additional insight into 
the proposed facilities connection charge methodology and calculations.  Based on DFA’s review of the 
supplemental material, DFA has the following concerns: 
 
Equity Buy-in Methodology: 
1. District states the existing water system infrastructure has excess capacity for future development 

yet the supplemental material has failed to prove or quantify any excess capacity. 
2. The asset list does not provide sufficient detail of the existing water system infrastructure to 

determine the appropriateness of the equity buy-in methodology.   
a. For example, the asset list of the existing water system includes line items for mains ($129.2 

mm) and services ($60.2 mm) but has failed to provide specific data on pipe size and 
capacity. 

i. Does Asset Number 195 “Mains” include pipelines that are 10-inches or smaller?  
Pipelines smaller than 10-inches should not be included in the facility connection 
charge. If new development connects to an existing main, a separate fee for 
connection to an existing main should be determined. 

ii. Does Asset Number 196 “Services” refer to the service connection from the main to 
the meter?  The cost of service connections should not be included in the facility 
connection charge.  The cost of the service connection from the main to the meter 
should be charged separately.         

3. The asset list (No. 197) includes the cost for meters and meter installations ($22.7 mm) which are 
currently covered by an existing fee charged by the District. 

4. The asset list, which represents replacement cost less depreciation, appears to contain items 
covered by the monthly utility charges. These items should be removed from the asset list or a credit 
against the facility connection charge for payment of the utility rates should be provided. 
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a. These include: (i) Fire hydrants, (ii) furniture & equipment, (iii) office furniture & equipment, 
(iv) motor vehicles, (v) tools & outside equipment, (vi) shop furniture & equipment and (vii) 
lab furniture & equipment.     

5. The use of the equity buy-In methodology may be appropriate for a mutual water company in which 
users own shares in the water enterprise but is not consistent with the provisions of AB 1600 and 
Proposition 218, which require governmental agencies to determine fees and charges based on a 
proportional allocation of costs. 

a. An example of the inappropriateness of the equity buy-in method is the inclusion of the 
estimated current value of land the District owns.  The actual cost of the land is reported to 
be $9,610,766.  The appreciated cost of land is estimated to be $16,716,838.  The facilities 
connection charge paid by a developer will not be used to purchase the District owned land 
and the appreciated value of land should not be included as a cost to determine the Capacity 
Fee. 

6. The asset list appears to include every facility in the existing water system. As such, the District has 
determined there is capacity within every item listed in the asset list.  If this is the case, the 
denominator for calculating the buy-in needs to include all benefitting equivalent meter units 
(“EMU”) (existing and new) to determine the appropriate benefit share.     

a. If the equity buy-in includes all facilities in the asset list does the District plan to provide 
developers credit for construction of water facilities identified as part of the buy-in?   

Incremental Cost Methodology: 
1. The supplemental material provides a breakdown of the $150 mm in capital improvements allocated 

to new development.  Unfortunately, the supplemental material failed to provide evidence 
supporting the allocation analysis between new and existing development. 

a. What data factors were used to determine the percentage allocation between current and 
future users for each project listed in the incremental costs capital improvement program? 

2. What is the average water use expressed in gallons per day for existing customers with a 5/8-inch 
meter?  What is the projected average water demand expressed in gallons per day for new 
developments with a 5/8-inch meter? 

3. Has the projected average water demand for new development been adjusted to recognize the 
mandated reduction in water use from the installation of water efficient plumbing fixtures and 
appliances, and water efficient landscape?     

4. The supplemental material identifies the cost of the Water Reclamation, Phase 1 equal to 
$60,934,800 in FY 2042 with 50% of the cost allocated to new development.   

5. What is the capacity of the proposed Water Reclamation, phase 1 project and how was the 
determination made that 50% of the capacity will serve new development? 

6. The 50% allocation to new development seems high given the following: 
a. The growth of new connections is projected to be 19,403 EMUs based on 5/8-inch meter 

being one EMU with build out occurring in 2040. 
b. All new development is projected to occur before the Water Reclamation, Phase 1 is 

planned to be constructed.  Projected new developments are all expected to be active 
customers before the proposed Water Reclamation, Phase 1 Plant will be operational. 

c. The equity buy-in portion of the facility connection charge assumes new development must 
pay an amount that will make the financial contribution to system capacity of new 
development equal to the financial contribution to system capacity of existing development. 

d. If the financial contribution of new development is equal to the financial contribution of 
existing development the cost of the capacity of Water Reclamation, Phase 1 should be 
allocated proportionally to existing and new development.   
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Recommendations:   
DFA recommends the District evaluate the reasonableness of the equity buy-in approach portion of the facility 
connection charge.  Based on the level of detail provided, it appears a potential overlap exists between the 
equity buy-in, incremental cost and utility rates.  As such, a comprehensive vetting of the capital improvements 
and cost allocations is warranted before any fee adoption.       
 
Additionally, the District is required to use the proceeds of the facility connection charge it collects to pay 
actual costs incurred and to annually report the actual expenditures for capital improvements to the water 
system.  Rather than the equity buy-in method, an allocation of the estimated cost to replace existing facilities 
using replacement cost less depreciation for existing facilities can be used to allocate to current users and 
projected new users, the cost of making improvements to existing facilities.    
 
DFA anticipates receiving additional information related to the proposed fee calculations and looks forward to 
discussing these comments in greater detail. 


