
 
 

 
 

 

 

 M E M O R A N D U M  

 F i n a n c e  D e p a r t m e n t  

DATE:          June 9, 2009 

 

TO:               City Council 

 

FROM:         Dave Warren,  
Director of Finance 

 
SUBJECT:   LATEST PRELIMINARY RESULTS OF THE WATER AND 

WASTEWATER CAPITAL IMPROVEMENT CHARGE STUDY 
PERFORMED BY BARTLE WELLS ASSOCIATES  

                                                
 
RECOMMENDATION 

Acknowledge and file the latest preliminary results of the water and wastewater capital improvement 
charge study performed by Bartle Wells Associates (BWA). 
 
BACKGROUND 
 
Like other California cities and utility districts, the City collects Capital Improvement Charges 
(CICs) for new residential and commercial connections to the City’s water and wastewater systems.   
Generally speaking, the dollar amount of a CIC should represent the applicants pro rata share for 
buying into the existing water and/or wastewater systems and the cost for future capital expansion 
and replacement needs.   Because it had been several years since the City had conducted a 
comprehensive study of its water and wastewater CICs, it was suspected that the existing CICs no 
longer captured the actual cost associated with each new connection.  In response to this need, the 
City Council approved an agreement with BWA to conduct a comprehensive study of the City’s 
water and wastewater CICs and analyze its existing user rates at its regularly scheduled meeting held 
August 12, 2008.    BWA, in concert with City staff, have updated the initial draft study results of the 
City’s CICs and will present their findings to the City Council tonight. 
 
In 1999, the City and El Dorado Irrigation District (EID) entered into an agreement that established 
the terms and conditions under which EID would provide water service to the City, and types, 
methods, and timing of payments from the City to EID.  A key component to the agreement is that 
the City will incorporate EID’s Facility Capacity Charge (FCC) into the City’s overall charge and 
pass the FCC charge on to EID when a new customer connects to the City’s water distribution 
system.  Over the past year, the City has been negotiating with EID in response to EID’s proposed 
change in the amount of its water FCC.  EID and the City have tentatively agreed to raise the water 
FCC from $6,360 to $10,198 per EDU (please see the attached letter from EID).  Final approval of 
this agreement must be authorized by the City Council.     
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BWA’s latest draft study results of the City’s water CICs include a component for the proposed 
$10,198 EID pass through FCC.   
 
ANALYSIS 
 
BWA presented its initial study results of the City’s water and wastewater CIC based on the “buy in” 
methodology at the regularly scheduled City Council Meeting held May 26, 2009.  The initial water 
CIC results did not include an expansion component like the wastewater CIC.  Councilmember 
Hagen requested BWA to calculate the water CIC with an expansion component including the 
number of equivalent dwelling units (EDU) at build-out (average cost-meter equivalents 
methodology).  BWA has calculated the full build-out to be 4,226 or 779 more EDUs than the City 
presently has.  Because the 779 additional EDUs will require the City’s water system to provide 
additional water capacity, BWA added $1.9 million for costs of future system improvements needed 
to reach the necessary build-out capacity.  BWA also recalculated the estimated value of the City’s 
water distribution system based on replacement cost less estimated depreciation.  BWA then 
recalculated the City’s net water system investment to build-out to be $23,932,548.  So, the City’s 
portion of the water CIC for a single-family residence (5/8” meter) would be $5,663 ($26,932,548 ÷ 
4,226) using the average cost-meter equivalents methodology. 
 
Councilmember Machado shared his research into the City of Grass valley’s CIC study, which was 
also performed by BWA and used the peak day demand methodology, and asked that BWA also 
recalculate Placerville’s water CIC using the peak day demand methodology.  Based on the 
Kennedy/Jenks Water System master Plan which was published in 2005, BWA calculated the City’s 
peak day demand to be 4,039,000 gallons.  The unit cost of capacity is $5.93 ($23,932,548 ÷ 
4,039,000) calculated by dividing the City’s net water system investment to build-out by the capacity 
at build-out.  A single-family residence uses on average 808 gallons per day (GDP).  So, the City’s 
portion of the water CIC would be $4,790 ($5.93 x 808) for a single-family residence using the peak 
day demand method.  Below is a summary of water CICs, including the $10,198 pass through, using 
the three methodologies: 
 

Original "Buy 
in"

"Cost-Meter 
Equivalents"

"Peak Day 
Demand"

Total Water CIC for a Single Family 
Residence

$16,823 $15,861 $14,988

 
 
Similarly, BWA recalculated the City wastewater CICs using average daily flows at build-out which 
calculated to be approximately 1.6 million GPD.  BWA has recalculated the City’s net investment in 
existing wastewater infrastructure to be $26,108,734.  The unit cost for “buy in” is $16.32 
($26,108,734 ÷ 1,600,000) per GDP.  There is $3,913,400 in sewer collection system expansion costs 
needed to meet future build-out capacity.  The marginal capacity provided by these improvements is 
200,000 GDP, and the unit cost for added capacity is $19.57 ($3,913,400 ÷ 200,000).  The aggregate 
unit cost for “buy in” and build-out capacity is $35.88 per GDP ($16.32 + $19.57).  The flow for a 
single-family residence is 175 GDP.  So, the wastewater CIC for a single-family residence would be 
$6,280 ($35.88 x 175) using this methodology. 
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Below is a summary of the two methodologies used to calculate the City’s wastewater CICs: 
 

Based on 
EDUs Based on Flow

Total Wastewater CIC for a Single 
Family Residence

$9,625 $6,280

 
Tonight, staff and BWA will also address the following items in its presentation as requested by the 
City Council: 
 
 Indexing future CICs 
 Phase-in of new CIC over time 
 City’s policy regarding developer credit for capital contributions 
 
FISCAL IMPACT 
 
The City’s CIC program is an important mechanism to generate needed capital for the replacement 
and expansion of the City’s current and future water and wastewater infrastructure due to future 
development.  The City needs to revise its CICs to reflect the true cost of providing new 
connections to its water and wastewater systems.  Tonight, staff respectfully requests input from the 
City Council regarding the latest draft CICs prepared by BWA. 
 
   
 
        
Dave Warren 
Director of Finance 
 
 
Reviewed and Approved: 
 
 
 
      
John Driscoll 
City Manager/City Attorney 
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