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2014 Demand Fee Study

 Legal framework for demand fees

 Fee methodology and rationale

 Key aspects of 2014 calculations

 Proposed fee schedules



RRRRRR 3

Legal Standard

Section 66013 of the Government Code 

states that capacity charges shall not 

exceed the estimated reasonable cost 

of providing the service for which they are 

imposed.
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Capacity Charge Methodologies

 System buy-in methodology

PV of Existing Facilities

Total Existing Units of Development

 Incremental cost methodology

PV of Facilities Needed to Serve Growth

Total Units of New Development

 Future system buy-in methodology

PV of Existing and Planned Facilities   

Total Units of Development to be Served
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System Buy-In Methodology

 Common and well-accepted methodology

 Incorporates cost of existing facilities, 

rather than relying on plans and estimates

 Does not rely on capacity analyses or 

assessment of future needs

 Buy-in fee is a reimbursement for past 

investments in system capacity, and can be 

used for any capital project
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Changes Since 2007 Study

 Financial crisis and subsequent recession

 Economic recovery still underway

 Demands well below pre-recession levels

 Future trends uncertain

 Major projects deferred or eliminated

 Emphasis shifting to rehabilitation and 

replacement of aging infrastructure

 Master plan updates incomplete
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Demand Fee Calculations
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Residential Water Use Factors
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Proposed Water Demand Fees



RRRRRR 10

Residential WW Use Factors
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Proposed Wastewater

Demand Fees
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Combined Demand Fees
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Additional Code Changes

 Table 15-1, Commercial, Industrial and 

Institutional flow factors

 Added ‘Time of Payment’ language 

consistent with City Code Chapter 21

 Makes wastewater demand fees consistent 

with all other development impact fees
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Lowering Demand Fees

 Capital Improvement Program anticipated 

to stay at or above Board or Public Utilities 

specified ‘baseline’ level

 No effect on rates

 Rates and demand fee developed 

independently

 Potential future increase or separate fee 

possible for water supply or offset
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Administrative Adjustment

 Will allow persons or entities to apply to 

the Director of Utilities for a fee adjustment 

for fees paid since August 7, 2014 until the 

new fees take effect
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Public Hearing
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Recommendation

 Ordinance adoption

 Wastewater Demand Fees

 Resolution

 Water Demand Fees


