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Presentation of Relevant Documents 
in the Administrative Record 
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1. MWD Rate Setting and Cost of Service Methodology 

2. MWD Rates and Charges at Issue 

3. MWD Reasonably Allocates State Water Project Costs to MWD’s Transportation Rates 

4. This Practice of Allocating SWP Transportation Costs to Transportation Rates  
Pre-dates the Unbundling 

5. MWD Reasonably Allocates the Water Stewardship Rate to Its Transportation Rates 

6. Raftelis Review Confirms Reasonableness of MWD’s Cost of Service and Rate Setting 
Methodology  

7. San Diego-added Documents in the Administrative Record Do Not Support -- Indeed, 
Refute -- San Diego’s Position 

8. MWD Supported Its Determination Under the Wheeling Statute with Written Findings 

9. The Exchange Agreement Does Not Undermine MWD’s Rates 

10. San Diego’s Dry Year Peaking Claim Has No Support in the Administrative Record 

Overview Of Administrative Record Presentation 
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1.  MWD Rate Setting and Cost of Service Methodology 
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1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 

Prior to January 2003, MWD  
charged a bundled, inclusive single 
rate for conveyance and supply 

July 1998 MWD begins strategic 
process to review management of 
assets, revenues and costs 
 

Dec. 14, 1999 
Strategic Plan Policy 
Principles adopted 
following public 
hearings and interviews 
with Directors, Member 
Agencies, legislators, 
business and 
community leaders 

March 12, 2002  
MWD Board 

approves amounts  
of water rate 

components to be 
effective Jan. 1, 2003 

January 1, 2003 
unbundled rate structure 
becomes effective 

Oct. 16, 2001 
MWD Board 

voted to adopt 
unbundled rate 

structure 

The 2001 Unbundling and Rate-Setting In Subsequent Years 

DTX-042: 3/12/2002 MWD Bd. Vote Approving Rates, AR2010-006431 
& AR2012-006431; DTX-045: Final Report on Rates and Charges, 
AR2010-006463 & AR2012-006463 at 6470-6471; DTX-132: Resolution 
8805, AR2012-006464_01; DTX-036: 10/16/2001 MWD Bd. Minutes, 
AR2010-005730 & AR2012-005730 at 5737-5739 
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MWD Act § 134 

MWD Act § 134 

MWD’s Rate Setting Process 



6 MWD’s Rate Setting Process 

DTX-109: Response to SDCWA Report on Cost of Service Review, AR2012-016583 at 016587 



7 MWD’s Rate Setting Process 

DTX-122:  Appendix A to Water Revenue Refunding Bond, 2012 Series B, AR2012-016429 at 16488, 16538 



8 MWD’s Rate Setting Process 

DTX-029: 12/14/1999 Strategic Plan Policy Principles, AR2010-003847 & AR2012-003847 at 003848 



9 MWD’s Rate Setting Process 

12/15/2013 MWD RJN, Ex. 1 at §§ 51, 55, and 57 



10 MWD’s Rate Setting Process 

12/15/2013 MWD RJN, Ex. 2 at § 4304 

§ 4304. Apportionment of Revenues and Setting of Water Rates. 
 
(a) Not later than at its February meeting the General Manager shall present to 
the Finance and Insurance Committee of the Board: 
  

(1) Determinations of the revenue requirements and cost of service 
analysis supporting the rates and charges 
… 
(2) Recommendations of rates including, but not limited to, the System 
Access Rate, Water Stewardship Rate, System Power Rate, Treatment 
Surcharge, and the Supply Rates for the various classes of water service to 
become effective each January 1 of the biennial period.  
… 

  
(c) Not later than its February meeting the Finance and Insurance Committee 
shall set a time or times for, and shall thereafter hold, one or more meetings of 
the Finance and Insurance Committee, to be held prior to its regular April 
meeting, at which interested parties may present their views regarding the 
proposed water rates and availability of service charges to said committee. 



11 MWD’s Rate Setting Process 

12/15/2013 MWD RJN, Ex. 2 at §§ 2109 and 4304 

§ 4304. Apportionment of Revenues and Setting of Water Rates. 
 
(d) Not later than its regular April meeting the Finance and Insurance 
Committee shall make its determination regarding the revenue requirement to 
be paid from water rates  
… 
 
(e) Not later than its April meeting, the Board shall establish water rates for 
deliveries beginning each January 1 of the biennial period. 
  
(f) Proposals for changes in water rates to become effective at times other than 
on January 1 shall require adequate notice to the public and a hearing before 
such proposals are acted upon by the Board 
 
§ 2109. Board Agenda. 
  
(c) The Board agenda shall make provision for public appearances before 
matters on which action is taken. 
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Since the rates were unbundled 
in 2003, MWD has engaged in a 
multi-step Cost Of Service 
(“COS”) process during which it 
assigns certain costs to related 
operation functions 

MWD’s Cost of Service Studies 

DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11467; DTX-110: 2012 COS, AR2012-016594 at 16674  
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Procedurally, MWD undertook the following steps to set its Rates: 
MWD’s Cost of Service Studies 

Step 1:   
MWD Determines its 
Revenue Requirements 
for the Fiscal Year 

DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11472; DTX-110: 2012 COS, AR2012-016594 at 16679 



14 MWD’s Cost of Service Studies 

DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11472; DTX-110: 2012 COS, AR2012-016594 at 16679 



15 MWD’s Cost of Service Studies 

DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11474; DTX-110: 2012 COS, AR2012-016594 at 16680 
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Procedurally, MWD undertook the following steps to set its Rates: 
MWD’s Cost of Service Studies 

Step 2:   
MWD Assigns Costs 
to Functions 

DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11472; 2012 COS, DTX-110: AR2012-016594 at 16679  



17 MWD’s Cost of Service Studies 

DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11481; DTX-110: 2012 COS, AR2012-016594 at 16686 
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Procedurally, MWD undertook the following steps to set its Rates: 
MWD’s Cost of Service Studies 

Step 3:   
MWD Classifies its 
Costs by Category 

DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11472; DTX-110: 2012 COS, AR2012-016594 at 16679  



19 MWD’s Cost of Service Studies 

DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11488; DTX-110: 2012 COS, AR2012-016594 at 16693 



20 MWD’s Cost of Service Studies 

DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11488; DTX-110: 2012 COS, AR2012-016594 at 16693 



21 MWD’s Cost of Service Studies 

DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11483 , 11488; DTX-110: 2012 COS, AR2012-016594 at 16688, 16693 



22 MWD’s Cost of Service Studies 

DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11483,11488; DTX-110: 2012 COS, AR2012-016594 at 16688, 16693 



23 MWD’s Cost of Service Studies 

DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11483,1148; DTX-110: 2012 COS, AR2012-016594 at 16688, 16693 



24 MWD’s Cost of Service Studies 

DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11483,1148; DTX-110: 2012 COS, AR2012-016594 at 16688, 16693 
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Procedurally, MWD undertook the following steps to set its Rates: 
MWD’s Cost of Service Studies 

Step 4:   
MWD Allocates Costs 
to Rates and Charges 

DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11472; DTX-110: 2012 COS, AR2012-016594 at 16679 
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DTX-90: 2010 COS, AR2010-011443 & AR2012-011443 at 11490; DTX-110: 2012 COS, AR2012-016594 at 16695 

MWD’s Cost of Service Studies 
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DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11491; DTX-110: 2012 COS, AR2012-016594 at 16696 

MWD’s Cost of Service Studies 



28 MWD’s Rate Setting Process 

MWD opens these proposed rates for discussion at : 

http://www.mwdh2o.com/mwdh2o/pages/board/VideoStream/index.htm 

• Public Board and Committee meetings and 
workshops 

• Meetings open to all Member Agency 
Managers and other Member Agency staff 

• Noticed public hearing on proposed rates  
and charges 

• Public webcast live  
and on-demand  
video streaming  
meetings 

MWD staff provides the data supporting each proposal and 
develops additional rate options throughout these discussions 



29 MWD’s Rate Setting Process 

DTX-090: 4/13/2010 Bd. Action Ltr., AR2010-011443 & AR2012-011443; DTX-110: 4/10/2012 Bd. Action Ltr., AR2012-016594 

• Process ensures Board members 
and Member Agencies they represent 
are fully informed in advance of the 
vote and they have sufficient time to 
consider proposed rates 

Each Board member is presented with a final letter setting forth the details 
of the proposed rate options and a staff recommendation 
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2.  MWD Rates and Charges at Issue 



31 MWD’s Rates and Charges Are Uniform for All Member Agencies 

For Supply  
of Water 

For 
Transportation 
of Water 

For Treatment 
of Water 

Water Rate Payments 
Volumetric Charges ($/AF) 

Water Stewardship Rate 

System Access Rate 

System Power Rate 

Tier 1 and Tier 2 
Supply Rate 

Treatment Surcharge 

DTX-045: Final Report on Rates and Charges, AR2010-006463 & AR2012-006463 at 006475; DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 
11474-75, 11492, 11495, 11499-500; DTX-110: 2012 COS, AR2012-016594 at 16681, 16689, 16700, 16693, 16695, 16697, 16699 

$/AF = Dollars per acre-foot of water 
One Acre-foot = 325,851 gallons 
One Acre-foot of water is amount used by two average households per year 

Fixed Charges 

Capacity Charge 

Readiness-to-Serve (RTS) 



32 

Supply Rates Recover: 
• Costs incurred to supply water from the 

SWP and CRA facilities and programs 
that relate to maintaining and 
developing supplies to meet the 
Member Agencies’ demands 

• Capital financing, operating, 
maintenance and overhead costs for 
storage in MWD’s reservoirs 

Everyone pays the same Tier 1 or Tier 2  
Supply Rate per acre-foot 

Water Rate Payments 
Volumetric Charges ($/AF) 

Water Stewardship Rate 

System Access Rate 

System Power Rate 

Tier 1 and Tier 2 
Supply Rate 

Treatment Surcharge 

MWD’s Rates and Charges Are Uniform for All Member Agencies 

DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11474-75, 011499-500; DTX-110: 2012 COS, AR2012-016594 at 16681, 16700 
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System Access Rate Recovers: 
• Most of the capital, and all of the 

operations, maintenance and 
overhead costs for the transportation 
facilities in the SWP and CRA and 
MWD distribution system, except 
power   

• Regulatory storage costs   
• This storage provides operational 

flexibility in meeting peak demands, 
essentially increasing the physical 
distribution capacity 

Everyone pays the same System Access Rate  
per acre-foot 

Water Rate Payments 
Volumetric Charges ($/AF) 

Water Stewardship Rate 

System Access Rate 

System Power Rate 

Tier 1 and Tier 2 
Supply Rate 

Treatment Surcharge 

MWD’s Rates and Charges Are Uniform for All Member Agencies 

DTX-045: Final Report on Rates and Charges, AR2010-006463 & AR2012-006463 at 6518; DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 
11473, 11475, 11484-85, 11488, 11490-92; DTX-110: 2012 COS, AR2012-016594 at 16680, 16682, 16695-97 
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System Power Rate Recovers: 
• Energy costs for pumping water to 

Southern California 

Everyone pays the same System Power Rate  
per acre-foot 

Water Rate Payments 
Volumetric Charges ($/AF) 

Water Stewardship Rate 

System Access Rate 

System Power Rate 

Tier 1 and Tier 2 
Supply Rate 

Treatment Surcharge 

MWD’s Rates and Charges Are Uniform for All Member Agencies 

DTX-045: Final Report on Rates and Charges, AR2010-006463 & AR2012-006463 at 6475, 6520; DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 
at 11492; DTX-110: 2012 COS, AR2012-016594 at 16697 
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Water Stewardship Rate Recovers: 
• Costs for  

– Local Resources Development 
– Conservation Credits Program  
– Desalination 

Everyone pays the same Water Stewardship Rate 
per acre-foot 

Water Rate Payments 
Volumetric Charges ($/AF) 

Water Stewardship Rate 

System Access Rate 

System Power Rate 

Tier 1 and Tier 2 
Supply Rate 

Treatment Surcharge 

MWD’s Rates and Charges Are Uniform for All Member Agencies 

DTX-045: Final Report on Rates and Charges, AR2010-006463 & AR2012-006463 at 6519; DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 
11492; DTX-110: 2012 COS, AR2012-016594 at 16697 
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• Every member agency pays supply 
and transportation rates that recover 
costs for MWD water and the use of 
MWD’s facilities and its rights to use 
SWP facilities 

Water Rate Payments 
Volumetric Charges ($/AF) 

Water Stewardship Rate 

System Access Rate 

System Power Rate 

Tier 1 and Tier 2 
Supply Rate 

Treatment Surcharge 

MWD’s Rates and Charges Are Uniform for All Member Agencies 

DTX-045: Final Report on Rates and Charges, AR2010-006463 & AR2012-006463 at 6475; DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 
11474-75, 11492, 11495, 11499-500; DTX-110: 2012 COS, AR2012-016594 at 16681, 16689, 16700, 16693, 16695, 16697, 16699 
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March 12, 2002:  MWD’s Board defined the rate for wheeling service to include the 
System Access Rate, Water Stewardship Rate, cost for power, and administration fee 

MWD Admin. Code § 4405, 4119 

MWD’s Rates and Charges Are Uniform for All Member Agencies 

1998 1999 2000 2001 2002 2003 
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3.  MWD Properly Passes Through SWP Transportation Charges 
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DTX-055: 2005 DWR Contract Art. 22(a), AR2010-000001 & AR2012-000001 at 65 

Under its contract with the DWR for the State Water Project,  
MWD pays separate supply and transportation charges: 

SWP - TRANSPORTATION SWP - SUPPLY 



40 SWP Supply Charges Are Allocated to MWD’s Supply Rates 

The SWP Charges for 
Supply (Delta Water Charge) 

Incurred by MWD  

SWP – SUPPLY 
Charges Incurred by MWD MWD SUPPLY 

Then go into MWD’s  
Supply Charges to  

MWD’S Member Agencies 

DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11470; DTX-110: 2012 COS, AR2012-016594 at 16677 



41 SWP Transportation Charges Are Allocated to MWD’s Transportation Rates 

The SWP Charges for 
Transportation  

Incurred by MWD  

MWD System  
Power Rate 

SWP – TRANSPORTATION 
Charges Incurred by MWD 

MWD System  
Access Rate 

Then go into MWD’s  
Transportation Charges to  
MWD’S Member Agencies 

DTX-045: Final Report on Rates and Charges, AR2010-006463 & AR2012-006463 at 6518; DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 
11473, 11475, 11490; DTX-110: 2012 COS, AR2012-016594 at 16680, 16682, 16695 
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System Power Rate System Access Rate 
Pays for Power for Pumping Water 

to Convey It For Delivery 
Pays for Transportation Facilities 

To Make Water Available For Delivery 

Julian Hinds Pumping Plant 

Edmonston  
Pumping Plant 
“Big Lift” 
 

MWD System Today 
SWP 

CRA 

SWP 

SWP Transportation Charges Are Allocated to MWD’s Transportation Rates 

DTX-045: Final Report on Rates and Charges, AR2010-006463 & AR2012-006463 at 6518, 6520; DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 
at 11492; DTX-110: 2012 COS, AR2012-016594 at 16697 
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MWD Reasonably Allocates State Water Project Transportation Costs 
to MWD’s Transportation Rates 

1. SWP Transportation Costs Are MWD Transportation Costs 

2. MWD Uses SWP Transportation Facilities to Transport  
non-SWP water and SWP water 

3. SWP-Owned and MWD-Owned Transportation Facilities  
Are Integrated 

4. Allocating SWP Transportation Costs to MWD’s 
Transportation Rates is Consistent With Industry Guidance 

5. Exchange Water is a Blend of SWP and CRA Water 

DTX-045: Final Report on Rates and Charges, AR2010-006463 & AR2012-006463 at 6518, 6520; DTX-055: 2005 DWR Contract, Art. 23, AR2010-000001 & AR2012-
000001 at 71, 74, 86, 153; DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11473, 11475, 11490; DTX-110: 2012 COS, AR2012-016594 at 11680-82, 16695; 
DTX-134: Raftelis Textbook, AR2012-016288_5282 at 5291-92; DTX-109: 4/5/12 MWD Response to SDCWA COS Report, AR2012-016583 at 16586   



44 

DTX-055: 2005 DWR Contract, Art. 22(a), AR2010-000001 & AR2012-000001 at 65 

Under its contract with the DWR for the State Water Project,  
MWD pays separate supply and transportation charges: 

SUPPLY 

MWD’s Contract with Department of Water Resources (DWR) 
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DTX-055: 2005 DWR Contract, Art. 22(a), AR2010-000001 & AR2012-000001 at 65 

SWP - SUPPLY 
MWD’s Contract with DWR 



46 

DTX-055: 2005 DWR Contract, Art. 23, AR2010-000001 & AR2012-000001 at 71 

Under its contract with the DWR for the State Water Project,  
MWD pays separate supply and transportation charges: 

TRANSPORTATION 

MWD’s Contract with DWR 
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The SWP Transportation Charge covers expenses such as  
operating and repairing the California Aqueduct, a transportation facility 

necessary for water  to be transported to MWD’s Member Agencies 
TRANSPORTATION 

DTX-055: 2005 DWR Contract, Art. 23, AR2010-000001 & AR2012-000001 at 71 

Lake Oroville 

Los Angeles 

San Diego 

Orange County 

San Francisco 

MWD’s Contract with DWR 



48 

DTX-055: 2005 DWR Contract, Art. 24, AR2010-000001 & AR2012-000001 at 74 

Under its contract with the DWR for the State Water Project,  
MWD pays separate supply and transportation charges: 

TRANSPORTATION 

MWD’s Contract with DWR 
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DTX-055: 2005 DWR Contract, Art. 25, AR2010-000001 & AR2012-000001 at 83 

TRANSPORTATION 

Under its contract with the DWR for the State Water Project,  
MWD pays separate supply and transportation charges: 

MWD’s Contract with DWR 
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DTX-055: 2005 DWR Contract, Art. 26, AR2010-000001 & AR2012-000001 at 86 

The transportation charge also contains a variable charge for operation, 
maintenance, power and replacement, dependent upon the amount of water 
delivered to MWD 

TRANSPORTATION 

MWD’s Contract with DWR 
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SWP’s Variable Transportation Charge is principally composed of the 
power cost to pump water through the aqueduct and over the Tehachapi 
mountains to transport water to MWD and its Member Agencies 

TRANSPORTATION 

DTX-055: 2005 DWR Contract, Art. 26, AR2010-000001 & AR2012-000001 at 86 

MWD’s Contract with DWR 



52 MWD’s Contract with DWR November 4, 1960 

DTX-006: 1960 DWR Contract, AR2010-000173 & AR2012-000173 at 180, 200 
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MWD’s Payments for SWP Transportation Costs Commenced  
with Building the SWP Transportation Facilities, and Preceded  
SWP Water Deliveries: 

Large scale construction of the California Aqueduct began in 1963, 
DWR Bulletin 132-64, p.98-99 

DTX-006: 1960 DWR Contract, AR2010-000173 & AR2012-000173 at 260 

MWD’s Contract with DWR November 4, 1960 
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MWD’s Payments for SWP Transportation Preceded  
Water Deliveries by Nearly 10 Years 

DTX-006: 1960 DWR Contract, AR2010-000173 & AR2012-000173 at 192 

MWD’s Contract with DWR November 4, 1960 



55 SWP Transportation Charges Are Allocated to MWD’s Transportation Rates 

Los Angeles 

San Diego 

Orange County 

San Francisco 

55 

DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11488; DTX-110: 2012 COS, AR2012-016594 at 16693 

California Aqueduct  
State Water Project 

(SWP) 



56 

DWR Contract Expenses Allocated to the System Access Rate and  
System Power Rate Are Reasonably Related to Transportation 

DTX-087: 4/5/10 MWD Resp. to Pub. Comments, AR2010-011305 & AR2012-011305 

SWP Transportation Charges Are Allocated to MWD’s Transportation Rates 
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DWR Contract Expenses Allocated to the System Access Rate and  
System Power Rate Are Reasonably Related to Transportation 

DTX-087: 4/5/10 MWD Resp. to Pub. Comments, AR2010-011305 & AR2012-011305 at 11307 

SWP Transportation Charges Are Allocated to MWD’s Transportation Rates 
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DTX-055: 2005 DWR Contract Art. 55, AR2010-000001 & AR2012-000001 at 153 

The DWR Contract also allows MWD to use SWP “transportation facilities to transport 
water procured … from [non-DWR] sources for delivery to [its] service areas” 

TRANSPORTATION 

SWP Transportation Charges Are Allocated to MWD’s Transportation Rates 



59 MWD Wheels Non-SWP Water Through SWP Facilities 
Lake Oroville 

Los Angeles 

San Diego 

Orange County 

San Francisco 

59 

California Aqueduct  
State Water Project 

(SWP) 

DTX-109: 4/5/12 MWD Response to SDCWA COS Report, AR2012-016583 at 16588-16589 
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4.  This Practice of Allocating SWP Transportation 
Costs to Transportation Rates Pre-dates the Unbundling 
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The 1997 Wheeling Rate 

January 1997: 
MWD’s  Board 
voted to adopt a 
wheeling rate 

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 

DTX-680: Resolution 8520, AR2010-002446 & AR2012-002446 

This Practice of Allocating SWP Transportation Costs to Transportation Rates 
Pre-dates Unbundling 
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January 1997: 
MWD’s  Board 
voted to adopt a 
wheeling rate 

The 1997 Wheeling Rate 

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 

DTX-680: Resolution 8520, AR2010-002446 & AR2012-002446 

This Practice of Allocating SWP Transportation Costs to Transportation Rates 
Pre-dates Unbundling 
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January 1997:  MWD’s Board of Directors voted to adopt a wheeling rate – same 
rate regardless of distance water is transported and source 

DTX-026: 1/14/97 MWD Bd. Minutes, AR2010-002490 & AR2012-002490 at 2497-99 

This Practice of Allocating SWP Transportation Costs to Transportation Rates 
Pre-dates Unbundling 

• Board developed rate in 
consultation and cooperation 
with MWD’s Member Agencies 
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While the 1997 Wheeling Rate was in place, it included MWD’s  
SWP transportation expenses 

DTX-680: Resolution 8520, AR2010-002446 & AR2012-002446 at 2449 

1997 Wheeling Rate included:  
• MWD’s transportation costs  

under the SWP Contract 

This Practice of Allocating SWP Transportation Costs to Transportation Rates 
Pre-dates Unbundling 



65 

The Rate was assessed on any Member Agency engaged in a wheeling transaction 
from Jan. 15, 1997 until MWD’s unbundled rates took effect in 2003 

1997 Wheeling Rate  
included:  
• MWD’s transportation costs 

under the SWP Contract 

DTX-680: Resolution 8520, AR2010-002446 & AR2012-002446 at 2449 

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 

SWP Costs Have Been Included For Over 16 Years 

Rate Elements San Diego  
now challenges include:  
• MWD’s transportation costs  

under the SWP Contract 

This Practice of Allocating SWP Transportation Costs to Transportation Rates 
Pre-dates Unbundling 
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5.  MWD Reasonably Allocates the Water Stewardship Rate  
to Its Transportation Rates 
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Local Resource 
Programs Conservation Desalination 

Water Stewardship Rate 

DTX-045: Final Report on Rates and Charges, AR2010-006463 & AR2012-006463 at 6519; DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 
11492; DTX-110: 2012 COS, AR2012-016594 at 16697 
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DTX-045: Final Report on Rates and Charges, AR2010-006463 & AR2012-006463 at 6519-20, 6775; DTX-087: 4/5/10 MWD Resp. to Pub. Comments, AR2010-011305 & 
AR2012-011305 at 11307-308; DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11511, 11515; DTX-019: 1996 IRP Vol. 1, AR2010-001406 & AR2012-001406 at 
1504, 1506 

Allocation of Water Stewardship Rate to  
Transportation Rather than Supply Is Reasonable 

1. WSR Reduces Transportation Costs 

2. WSR  Frees Up Capacity for Transportation  
and Facilitates Wheeling 

3. Placing WSR In Supply Would Permit Users 
That Only Use Transportation Services To Avoid 
These Costs 
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Allocation of Water Stewardship Rate to  
Transportation Rather than Supply Is Reasonable 

1. WSR Reduces Transportation Costs 

2. WSR  Frees Up Capacity for Transportation  
and Facilitates Wheeling 

3. Placing WSR In Supply Would Permit Users 
That Only Use Transportation Services To Avoid 
These Costs 

DTX-045: Final Report on Rates and Charges, AR2010-006463 & AR2012-006463 at 6519-20, 6775; DTX-087: 4/5/10 MWD Resp. to Pub. Comments, AR2010-011305 & 
AR2012-011305 at 11307-308; DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11511, 11515DTX-019: 1996 IRP Vol. 1, AR2010-001406 & AR2012-001406 at 
1504, 1506 
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MWD’s March 1996 Integrated Water Resources Plan Demonstrates  
that the Economic Benefits of Local Water Management Programs 
Reduce Infrastructure Requirements 

DTX-020: 1996 IRP Vol. 2, AR2010-001520 & AR2012-001520 
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MWD’s March 1996 Integrated Water Resources Plan Demonstrates  
that the Economic Benefits of Local Water Management Programs 
Reduce Infrastructure Requirements 

DTX-020: 1996 IRP Vol. 2, AR2010-001520 & AR2012-001520 at 1590 
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MWD’s March 1996 Integrated Water Resources Plan Demonstrates  
that the Economic Benefits of Local Water Management Programs 
Reduce Infrastructure Requirements 

DTX-020: 1996 IRP Vol. 2, AR2010-001520 & AR2012-001520 at 1592 



73 

MWD’s March 1996 Integrated Water Resources Plan Demonstrates  
that the Economic Benefits of Local Water Management Programs 
Reduce Infrastructure Requirements 

DTX-020: 1996 IRP Vol. 2, AR2010-001520 & AR2012-001520 at 1592 
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DTX-020: 1996 IRP Vol. 2, AR2010-001520 & AR2012-001520 at 1653, 1657 

MWD’s March 1996 Integrated Water Resources Plan Demonstrates  
that the Economic Benefits of Local Water Management Programs 
Reduce Infrastructure Requirements 
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DTX-019: 1996 IRP Vol. 1, AR2010-001406 & AR2012-001406 at 1504, 1506 

MWD’s March 1996 Integrated Water Resources Plan Demonstrates  
that the Economic Benefits of Local Water Management Programs 
Reduce Infrastructure Requirements 
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MWD’s March 1996 Integrated Water Resources Plan Demonstrates  
that the Economic Benefits of Local Water Management Programs 
Reduce Infrastructure Requirements 

DTX-020: 1996 IRP Vol. 2, AR2010-001520 & AR2012-001520 at 1653, 1657 
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DTX-027: 11/21/97 MWD Bd. Ltr., AR2010-002868 & AR2012-002868 at 2870, 2871 

November 21, 1997 Board Letter 
Local Resources Program Principles Developed by the Rate Refinement Participants 
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DTX-027: 11/21/97 MWD Bd. Ltr., AR2010-002868 & AR2012-002868 at 2870, 2871 

November 21, 1997 Board Letter 
Local Resources Program Principles Developed by the Rate Refinement Participants 
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DTX-027: 11/21/97 MWD Bd. Ltr., AR2010-002868 & AR2012-002868 at 2870, 2873 

November 21, 1997 Board Letter 
Local Resources Program Principles Developed by the Rate Refinement Participants 
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Water Stewardship Rate 

DTX-045: Final Report on Rates and Charges, AR2010-006463 & AR2012-006463 at 6519 

The Water Stewardship Rate Is Appropriately Allocated to Transportation 
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Water Stewardship Rate 

DTX-045: Final Report on Rates and Charges, AR2010-006463 & AR2012-006463 at 6519 

The Water Stewardship Rate Is Appropriately Allocated to Transportation 
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Water Stewardship Rate 

DTX-090: 4/10 Board Resolution, AR2010-011443 & AR2012-011443 at 11509 

The Water Stewardship Rate Is Appropriately Allocated to Transportation 
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Water Stewardship Rate 

DTX-090: 4/10 Board Resolution, AR2010-011443 & AR2012-011443 at 11511 

The Water Stewardship Rate Is Appropriately Allocated to Transportation 
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Allocation of Water Stewardship Rate to  
Transportation Rather than Supply Is Reasonable 

1. WSR Reduces Transportation Costs 

2. WSR  Frees Up Capacity for Transportation  
and Facilitates Wheeling 

3. Placing WSR In Supply Would Permit Users 
That Only Use Transportation Services To Avoid 
These Costs 

DTX-045: Final Report on Rates and Charges, AR2010-006463 & AR2012-006463 at 6519-20, 6775; DTX-087: 4/5/10 MWD Resp. to Pub. Comments, 
AR2010-011305 & AR2012-011305 at 11307-308; DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11511, 11515; DTX-019: 1996 IRP Vol. 1, 
AR2010-001406 & AR2012-001406 at 1504, 1506 
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Water Stewardship Rate 

DTX-045: Final Report on Rates and Charges, AR2010-006463 & AR2012-006463 at 6519 

The Water Stewardship Rate Is Appropriately Allocated to Transportation 
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Water Stewardship Rate 

DTX-045: 6/28/02 MWD Rates Report, AR2010-006463 & AR2012-006463 at 6519 

The Water Stewardship Rate Is Appropriately Allocated to Transportation 
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Allocation of Water Stewardship Rate to  
Transportation Rather than Supply Is Reasonable 

1. WSR Reduces Transportation Costs 

2. WSR  Frees Up Capacity for Transportation  
and Facilitates Wheeling 

3. Placing WSR In Supply Would Permit Users 
That Only Use Transportation Services To Avoid 
These Costs 

DTX-045: Final Report on Rates and Charges, AR2010-006463 & AR2012-006463 at 6519-20, 6775; DTX-087: 4/5/10 MWD Resp. to Pub. Comments, 
AR2010-011305 & AR2012-011305 at 11307-308; DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11511, 11515 DTX-019: 1996 IRP Vol. 1, 
AR2010-001406 & AR2012-001406 at 1504, 1506 
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SB60 Mandate: 

MWD ACT § 130.5 

Water Stewardship Rate 

The Water Stewardship Rate Is Appropriately Allocated to Transportation 
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Water Stewardship Rate 

DTX-045: Final Report on Rates and Charges, AR2010-006463 & AR2012-006463 at 6519 

The Water Stewardship Rate Is Appropriately Allocated to Transportation 
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Water Stewardship Rate 

DTX-045: Final Report on Rates and Charges, AR2010-006463 & AR2012-006463 at 6519 

The Water Stewardship Rate Is Appropriately Allocated to Transportation 
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DTX-109: 4/5/2012 MWD Response to SDCWA COS Report AR2012-016583 at 16590 

Water Stewardship Rate 

The Water Stewardship Rate Is Appropriately Allocated to Transportation 
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DTX-109: AR2012-016583 at 16590 

Water Stewardship Rate 

The Water Stewardship Rate Is Appropriately Allocated to Transportation 
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6.  Raftelis Review Confirms Reasonableness of  
MWD’s Cost of Service and Rate Setting Methodology  



94 Raftelis Report 

DTX-088: 2010 Raftelis Report, AR2010-011309 & AR2012-011309 at 11310 
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DTX-088: 2010 Raftelis Report, AR2010-011309 & AR2012-011309 at 11314, 11321 

Raftelis Report 



96 Raftelis Report 

DTX-088: 2010 Raftelis Report, AR2010-011309 & AR2012-011309 at 11321 



97 Raftelis Report 

DTX-088: 2010 Raftelis Report, AR2010-011309 & AR2012-011309 at 11322 



98 Raftelis Report 

DTX-088: 2010 Raftelis Report, AR2010-011309 & AR2012-011309 at 11322 



99 Raftelis Report 

DTX-088: 2010 Raftelis Report, AR2010-011309 & AR2012-011309 at 11323 
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7.  San Diego’s Documents Do Not Undermine  
the Reasonableness of MWD’s Rates 



101 

SDCWA: Raftelis Guide to Water and Wastewater Finance and Pricing 
San Diego’s Documents Do Not Undermine the Reasonableness of MWD’s Rates 

DTX-134: Raftelis Textbook,  AR2012-016288_5282 at 5291 
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SDCWA: Raftelis Guide to Water and Wastewater Finance and Pricing 

• “Raftelis had already conceded—in his textbook on water rates—that costs 
‘associated with the source of water supply,’ including ‘water right 
purchases,’ should be attributed to supply rather than transportation.”   
SDCWA Pretrial Brief at 16 citing SDCWA2010-2012_00000907 at 00001090-91 

DTX-134: Raftelis Textbook,  AR2012-016288_5282 at 5291 

San Diego’s Documents Do Not Undermine the Reasonableness of MWD’s Rates 
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MWD: The Raftelis Guide to Water and Wastewater Finance and Pricing  
Supports MWD’s Cost Allocations 

DTX-134: Raftelis Textbook,  AR2012-016288_5282 at 5291-92 

San Diego’s Documents Do Not Undermine the Reasonableness of MWD’s Rates 
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SDCWA:  October 1995 RMI Cost of Service and Alternative Rates Study 

• SWP “costs should be allocated 
to ‘Water Supply and Purchases 
of Water,’ not to transportation 
and the wheeling rate.”   
SDCWA Pretrial Brief at 13 citing 
AR2010-001101 at 001104 and 001112 

DTX-013: Oct. 1995 RMI Study, AR2010-001101 & AR2012-001101 at 1104, 1112 

San Diego’s Documents Do Not Undermine the Reasonableness of MWD’s Rates 
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MWD: The October 1995 RMI Assessment  
Supports MWD’s Cost Allocations 

• RMI does not include 
transportation-related SWP costs 
in MWD’s “supply function.” 

DTX-013: Oct. 1995 RMI Study, AR2010-001101 & AR2012-001101 at 1112 

San Diego’s Documents Do Not Undermine the Reasonableness of MWD’s Rates 
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SDCWA: 1996 RMI Cost of Service Study 

• Classifying SWP costs as 
“purchase of water” means all 
SWP costs should be allocated 
to “supply.”   

DTX-133: 1996 RMI COS Study, AR2012-016288_1796 

San Diego’s Documents Do Not Undermine the Reasonableness of MWD’s Rates 
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MWD: The 1996 RMI Cost of Service Study  
Supports MWD’s Cost Allocations 

DTX-133: 1996 RMI COS Study, AR2012-016288_1796 at 1874 

San Diego’s Documents Do Not Undermine the Reasonableness of MWD’s Rates 



108 

MWD: The 1996 RMI Cost of Service Study  
Supports MWD’s Cost Allocations 

DTX-133: 1996 RMI COS Study, AR2012-016288_1796 at 1876 

San Diego’s Documents Do Not Undermine the Reasonableness of MWD’s Rates 
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MWD: The 1996 RMI Cost of Service Study  
Supports MWD’s Cost Allocations 

DTX-133: 1996 RMI COS Study, AR2012-016288_1796 at 1904 

San Diego’s Documents Do Not Undermine the Reasonableness of MWD’s Rates 
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SDCWA: National Association of Regulatory Utility Commissioners’ 
(“NARUC”) Uniform System of Accounts 

PTX-005; 1996 NARUC Chart of Accounts, AR2012-016288_1754 at 1755, 1757 

• “The NARUC system, which Raftelis cites 
as authoritative . . .  provides that ‘the 
cost at the point of delivery of water 
purchased for resale’ must be accounted 
for as a supply cost.”   
SDCWA Pretrial Brief at 16 citing at SDCWA2010-
2012_00000744 at 00000902 

San Diego’s Documents Do Not Undermine the Reasonableness of MWD’s Rates 
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SDCWA: National Association of Regulatory Utility Commissioners’ 
(“NARUC”) Uniform System of Accounts 

PTX-005; 1996 NARUC Chart of Accounts, AR2012-016288_1754 at 1755, 1757 

San Diego’s Documents Do Not Undermine the Reasonableness of MWD’s Rates 
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SDCWA: National Association of Regulatory Utility Commissioners’ 
(“NARUC”) Uniform System of Accounts 

• “[I]f the NARUC chart of accounts is effectively integrated 
into the utility’s accounting system, identification of cost by 
functional category is provided by the accounting 
system.”  
SDCWA2010-2012_00000907 (Raftelis Textbook) at 00001091  

• “[T]he detailed accounting of operation and maintenance 
expenses, in accordance with the NARUC guidelines, 
provides for adequate breakdown of expenses for cost 
of service allocation and appropriated distribution of 
functionally allocated expenses to customer classes in 
proportion to their respective demands on the water 
system.” AR2010-003865 (AWWA M1 Manual) at 004176 

DTX-134: Raftelis Textbook, AR2012-016288_5282 at 5292; AWWA M1 Manual, AR2010-003865 & AR2012-003865 at 4176 

San Diego’s Documents Do Not Undermine the Reasonableness of MWD’s Rates 
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DTX-030: AWWA Manual M1, AR2010-003865 & AR2012-003865 at 3879 

AWWA Manual M1 
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MWD: The NARUC System of Accounts 
Does Not Mandate Allocating SWP Costs to Supply 

Rate Setting Is Different Than Accounting 

DTX-030: AWWA Manual M1, AR2010-003865 & AR2012-003865 at 3904, 3997-98 and 3963 
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DTX-030: AWWA Manual M1, AR2010-003865 & AR2012-003865 at 003997-98 

Rate Setting Is Different Than Accounting 
MWD: The NARUC System of Accounts 

Does Not Mandate Allocating SWP Costs to Supply 
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DTX-030: AWWA Manual M1, AR2010-003865 & AR2012-003865 at 3963 

Rate Setting Is Different Than Accounting 
MWD: The NARUC System of Accounts 

Does Not Mandate Allocating SWP Costs to Supply 
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SDCWA:  1969 Brown and Caldwell Water Pricing Policy Study 

• “The 1969 Study . . . accounted 
for SWP costs . . . as water 
supply costs.”  

PTX-006; June 1969 Brown & Caldwell Study, AR2012-016288_1723 at 1744 

San Diego’s Documents Do Not Undermine the Reasonableness of MWD’s Rates 
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SDCWA:  1969 Brown and Caldwell Water Pricing Policy Study 

SDCWA2010-2012_00206541 of Brown and Caldwell Report 

• “The 1969 Study . . . accounted for SWP costs . . . as water supply costs.”  

PTX-006; June 1969 Brown & Caldwell Study, AR2012-016288_1723 at 1744 

San Diego’s Documents Do Not Undermine the Reasonableness of MWD’s Rates 
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SDCWA:  1969 Brown and Caldwell Water Pricing Policy Study 

SDCWA Pretrial Brief, p. 7 (citing SDCWA2010-2012_00206354 at 00206541, 00206543); PTX-006; June 1969 Brown & Caldwell Study at AR2012-
016288_1723 at 1746 

• “The 1969 Study . . . accounted for SWP costs . . . as water supply costs.” 

San Diego’s Documents Do Not Undermine the Reasonableness of MWD’s Rates 
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MWD: The 1969 Brown and Caldwell Study  
Does Not Mandate Allocating SWP Costs to Supply 

• The study was commissioned almost 50 years ago 
when MWD had not yet unbundled its rates and did not 
yet charge separately for transportation and supply 
expenses.  

• Study noted “[t]here are essentially two steps in a cost 
of service study.  The first is separation of total costs into 
cost segments. . . . The second step is assignment of 
these cost segments to appropriate cost components for 
rate formulation.” AR2012-016288_1723 at 1739 

• Brown and Caldwell separated supply from other costs in 
step one.  AR2012-016288_1739 
Step two lumped “the cost[s] of producing and delivering 
water” together because MWD had a single “commodity 
component of a water rate” and not separate supply and 
transportation rates. AR2012-016288_1723 at 1750 

PTX-006; June 1969 Brown & Caldwell Study, AR2012-016288_1723 at 1739, 1750 

San Diego’s Documents Do Not Undermine the Reasonableness of MWD’s Rates 
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SDCWA: December 1995 RMI Assessment of Principles  
For Pricing Water Wheeling Services 

• “RMI concurred [with industry standards]  
that SWP costs are ‘supply costs’ that cannot 
reasonably be included in a wheeling rate.”   
SDCWA Pretrial Brief at 13 citing AR2010-001222 at 001245-46 

• RMI “concluded that the wheeling rate MWD 
ultimately adopted ‘could be perceived as 
excessive’ because it ‘includes costs not 
incurred to provide wheeling service,’ such 
as ‘fixed SWP costs.’”   
SDCWA Pretrial Brief at 13 citing AR2010-001222 at 001249 

DTX-136: Dec. 1995 RMI Study, AR2010-001222 & AR2012-001222 at 1245-46, 1249 

San Diego’s Documents Do Not Undermine the Reasonableness of MWD’s Rates 
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MWD: The December 1995 RMI Assessment  
Does Not Mandate Allocating SWP Costs to Supply 

• MWD did not adopt any of the four options that 
RMI suggested, and did not, as SDCWA suggests, 
adopt Option I 

DTX-136: Dec. 1995 RMI Study, AR2010-001222 & AR2012-001222 at 1244 

San Diego’s Documents Do Not Undermine the Reasonableness of MWD’s Rates 
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MWD: The December 1995 RMI Assessment  
Does Not Mandate Allocating SWP Costs to Supply 

• Option I: MWD’s rate for wheeling service is not 
MWD’s firm sales rate plus the Readiness-to-Serve 
Charge minus SWP’s charges for incremental power 
and other variable costs 

DTX-136: Dec. 1995 RMI Study, AR2010-001222 & AR2012-001222 at 1244; MWD Administrative Code § 4405 

San Diego’s Documents Do Not Undermine the Reasonableness of MWD’s Rates 

§ 4405. Wheeling Service.  
 … 
(b) The rates for wheeling service shall include the System Access Rate, 
Water Stewardship Rate and, for treated water, the Treatment 
Surcharge, as set forth in Section 4401. In addition, wheeling parties 
must pay for their own cost for power 
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MWD: The December 1995 RMI Assessment  
Does Not Mandate Allocating SWP Costs to Supply 

• RMI does not state that all SWP costs are 
supply costs; it states that a wheeling rate may 
be designed “by subtracting all SWP and CRA 
supply costs.”  RMI does not address 
transportation-related SWP costs.   
AR2010-001222 at 001245-46 

• RMI does not state that SWP costs cannot 
reasonably be included in a wheeling rate; the 
“total avoided supply cost approach” was one of 
four options RMI evaluated for MWD’s 
wheeling rate— some options included fixed 
SWP costs.  AR2010-001222 at 01244-45 

DTX-136: Dec. 1995 RMI Study, AR2010-001222 & AR2012-001222 at 1244-46 

San Diego’s Documents Do Not Undermine the Reasonableness of MWD’s Rates 
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MWD: The December 1995 RMI Assessment  
Does Not Mandate Allocating SWP Costs to Supply (cont’d) 

• RMI evaluated the pros and cons of four 
different proposed wheeling rates. RMI 
concluded that two of the four options could be 
perceived as excessive.  AR2010-001222 at 001249, 001251 

• RMI recommended MWD adopt the wheeling rate 
option that included fixed SWP costs because it 
was the “only rate method examined that would 
satisfy the requirement . . . that Member 
Agencies be ‘held harmless’ from any cost 
shifting due to wheeling.”  AR2010-001222 at 01254 

DTX-136: Dec. 1995 RMI Study, AR2010-001222 & AR2012-001222 at 1249, 1251, 1254 

San Diego’s Documents Do Not Undermine the Reasonableness of MWD’s Rates 
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8.  MWD Supported Its Determination Under the Wheeling Statute  
with Written Findings 
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• No “public agency may deny a bona fide transferor of water the use of 
a water conveyance facility which has unused capacity, for the period 
of time for which that capacity is available, if fair compensation is paid 
for that use”  Cal. Water Code § 1810 

• “Fair compensation” is defined as “the reasonable charges incurred by 
the owner of the conveyance system, including capital, operation, 
maintenance, and replacement costs, increased costs from any 
necessitated purchase of supplemental power”   Cal. Water Code § 1811(c) 

• The public agency “shall support its determinations by written 
findings”   Cal. Water Code § 1813 

The Wheeling Statute 



128 MWD’s Written Findings Under The Wheeling Statute 

DTX-680:  MWD Resolution 8520 Fixing and Adopting Wheeling Rates, AR2010-002446 & AR2012-002446 at 2448 



129 MWD’s Written Findings Under The Wheeling Statute 

DTX-680,  MWD Resolution 8520 Fixing and Adopting Wheeling Rates, AR2010-002446 & AR2012-002446 at 2449 and 2450 
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9.  The Exchange Agreement Does Not Undermine MWD’s Rates 
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1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 

Prior to January 2003, MWD  
charged a bundled, inclusive single 
rate for conveyance and supply 

July 1998 MWD begins strategic 
process to review management of 
assets, revenues and costs 
 

March 12, 2002  
MWD MA’s approve 

unbundled 
components of water 

rates to be effective 
Jan. 1, 2003 

January 1, 2003 
unbundled rate structure 
becomes effective 

Oct. 16, 2001 
MWD Board 

voted to adopt 
unbundled rate 

structure 

October 10, 2003 
SDCWA 
Executes 
Amended 
Exchange 
Agreement 

Dec. 14, 1999 
Strategic Plan Policy 
Principles adopted 
following public 
hearings and interviews 
with Directors, Member 
Agencies, legislators, 
business and 
community leaders 

Not Administrative Record 

DTX-042: 3/12/2002 MWD Bd. Vote Approving Rates, AR2010-
006431 & AR2012-006431; DTX-045: Final Report on Rates and 
Charges, AR2010-006463 & AR2012-006463 at 6470-6471; DTX-132: 
Resolution 8805, AR2012-006464_01; DTX-036: 10/16/2001 MWD 
Bd. Minutes, AR2010-005730 & AR2012-005730 at 5737-5739 

The Exchange Agreement Is Irrelevant to the Rate Challenge 



132 Exchange Water is a Blend of SWP and CRA Water 

DTX-109: 4/5/12 MWD Response to SDCWA COS Report, AR2012-016583 at 016586 



133 Exchange Water is a Blend of SWP and CRA Water 

DTX-109: 4/5/12 MWD Response to SDCWA COS Report, AR2012-016583 at 016586 
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10.  San Diego’s Dry Year Peaking Claim Has No Support  
in the Administrative Record 

San Diego Alleges That MWD’s Rates and  
Charges Fail to Properly Allocate Costs  

Associated With Annual Variations in Water Use 

SDCWA 2012 Complaint, ¶ 65 



135 San Diego’s “Dry Year Peaking” Claim 

SDCWA 2012 Complaint, ¶ 65 
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San Diego’s “Dry Year Peaking” Claim 

•  MWD’s peak-related rates and charges are designed to recover:  

1. The cost of MWD standing by to deliver any unusually  
high amount of water  

2. The cost of having the capacity available to satisfy  
the highest water demands throughout each year   

• MWD’s volumetric supply and transportation rates ensure that 
when a member agency buys more, it pays more for variations in 
annual demand 

DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11473, 11483, 11492, 11494-95; DTX-110: 2012 COS, AR2012-016594 at 16697-80, 16688, 
16698-99 
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MWD Accounts for Peaking 
• San Diego is referring to  

annual variations in  
Member Agency water 
deliveries 

•MWD accounts for annual 
variations in Member Agency 
deliveries through: 

–Readiness-to-Serve Charge 
–Volumetric Rates 
–Tiered Supply Rates 

 

•MWD also recovers capital 
costs of peaking due to 
variations in water deliveries 
within a year for its distribution 
system through its Capacity 
Charge 

• Capacity Charge is allocated 
based on each Member 
Agency’s peak summer day 
over prior three years 

San Diego’s “Dry Year Peaking” Claim 

DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11492-96; DTX-110: 2012 COS AR2012-016594 at 16697-99;  
DTX-030: AWWA Manual M1, AR2010-003865 & AR2012-003865 at 3935, 3941 



138 

• San Diego contends that 
some Member Agencies  
“roll on” and “roll off” the 
MWD system and do not pay 
for their proportionate share 
of costs 

• San Diego misrepresents the 
differences between member 
agency annual variations 

• San Diego’s own expert 
showed that MWD’s Member 
Agencies all vary the amount 
of water they use, and they 
are not significantly different 
from each other in how they 
do it 

San Diego’s “Dry Year Peaking” Claim 

DTX-108: March 2012 FCS COS Review, AR2012-016154 at 16176-77 



139 San Diego’s “Dry Year Peaking” Claim 

DTX-108: March 2012 FCS COS Review, AR2012-016154 at 16156 
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DTX-108: March 2012 FCS COS Review, AR2012-016154 at 16177 

San Diego’s “Dry Year Peaking” Claim 

• SDCWA’s expert calculated the 
ratios of highest annual water 
use to average annual water 
use for all Member Agencies 
over the last decade   



141 San Diego’s “Dry Year Peaking” Claim 

• MWD’s largest customers 
(>100,000 AF per year, 
accounting for more than 70% 
of total water deliveries) all had 
a ratio between 1.07 and 1.32 

• SDCWA’s was 1.11  
• higher than West Basin’s 1.07 
• same as Calleguas 1.11  
• lower than Los Angeles 1.31 

DTX-108: March 2012 FCS COS Review, AR2012-016154 at 16177 



142 San Diego’s “Dry Year Peaking” Claim 

• All Member Agencies had ratios 
between 1.07 and 1.72,  
except for MWD’s smallest 
customer – San Fernando at 3.0, 
who averages 300 AF/yr  
(approx. 0.000176% of total 
MWD projected water sales) 

DTX-108: March 2012 FCS COS Review, AR2012-016154 at 16177 



143 San Diego’s “Dry Year Peaking” Claim 

DTX-030: AWWA Manual M1, AR2010-003865 & AR2012-003865 at 4117 



144 San Diego’s “Dry Year Peaking” Claim 

DTX-030: AWWA M1 Manual, AR2010-003865 & AR2012-003865 at 4118 
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DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11467; DTX-110: 2012 COS, AR2012-016594 at 16674 

• Regardless, even if it were true 
that Member Agencies rolled off 
and on in very different ways, 
MWD’s rates and charges still 
reasonably account for annual 
variations in Member Agency 
water usage   

• Contrary to SDCWA’s allegations, 
in every rate-setting cycle MWD 
has done a Cost of Service study 
(sometimes multiple studies) that 
properly allocates costs to rates 
and charges   

San Diego’s “Dry Year Peaking” Claim 
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Costs Associated with Annual Water Use Are Recovered 
Through MWD’s Volumetric Rates and Charges 

Supply Rates Recover: 
• Costs for SWP and CRA facilities and programs 

that relate to maintaining and developing supplies 
to meet the Member Agencies’ demands 

• Capital financing, operating, maintenance and 
overhead costs for drought storage in MWD’s 
reservoirs   

– Drought storage provides reliable supplies by 
carrying over surplus supplies from periods of 
above normal precipitation and snow pack to 
drought periods when supplies decrease 

Tier 1 v. Tier 2: 
• If a Member Agency’s water purchases in a 

calendar year exceed a base amount, then it  
must pay a higher Tier 2 Supply Rate 

 

San Diego’s “Dry Year Peaking” Claim 

Water Rate Payments 
Volumetric Charges ($/AF) 

Water Stewardship Rate 

System Access Rate 

System Power Rate 

Tier 1 and Tier 2 
Supply Rate 

Treatment Surcharge 

Readiness-to-Serve (RTS) 

Capacity Charge 

DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11474-75; 11499-500; DTX-110: 2012 COS, AR2012-016594 at 16681, 16700 
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System Access Rate Recovers: 
• Most (in 2013-14 rate cycle, 52%)  

of the capital, and all of the operations, 
maintenance and overhead costs for  
the transportation facilities in the State 
Water Project and Colorado River 
Aqueduct, except power   
• A portion of regulatory storage costs   

– This provides operational flexibility in 
meeting peak demands, essentially 
increasing the physical distribution 
capacity 

San Diego’s “Dry Year Peaking” Claim 

Water Rate Payments 
Volumetric Charges ($/AF) 

Water Stewardship Rate 

System Access Rate 

System Power Rate 

Tier 1 and Tier 2 
Supply Rate 

Treatment Surcharge 

Costs Associated with Annual Water Use Are Recovered 
Through MWD’s Volumetric Rates and Charges 

DTX-045: Final Report on Rates and Charges,  AR2010-006463 & AR2012-006463 at 006518; DTX-090, 2010 Cost of Service, AR2010-011443 & AR2012-
011443 at 011492, 11484-11485, 11488, 11490; DTX-110, 2012 Cost of Service, AR2012-016594 at 016697, 016689, 016693, 016695 

Readiness-to-Serve (RTS) 

Capacity Charge 
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Water Rate Payments 
Volumetric Charges ($/AF) 

Water Stewardship Rate 

System Access Rate 

System Power Rate 

Tier 1 and Tier 2 
Supply Rate 

Treatment Surcharge 

System Power Rate Recovers: 
• Energy costs for pumping water  

to Southern California 

San Diego’s “Dry Year Peaking” Claim 

Costs Associated with Annual Water Use Are Recovered 
Through MWD’s Volumetric Rates and Charges 

DTX-045: Final Report on Rates and Charges,  AR2010-006463 & AR2012-006463 at 006520; DTX-090, 2010 Cost of Service, AR2010-011443 & AR2012-
011443 at 011492; DTX-110, 2012 Cost of Service, AR2012-016594 at 016697 

Readiness-to-Serve (RTS) 

Capacity Charge 
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Water Stewardship Rate Recovers: 
• Costs for  

– Local Resources Development 
– Conservation Credits Program  
– Desalination 

San Diego’s “Dry Year Peaking” Claim 

Water Rate Payments 
Volumetric Charges ($/AF) 

Water Stewardship Rate 

System Access Rate 

System Power Rate 

Tier 1 and Tier 2 
Supply Rate 

Treatment Surcharge 

DTX-045: Final Report on Rates and Charges,  AR2010-006463 & AR2012-006463 at 006519; DTX-090, 2010 Cost of Service,  
AR2010-011443 & AR2012-011443 at 011492; DTX-110, 2012 Cost of Service, AR2012-016594 at 016697 

Costs Associated with Annual Water Use Are Recovered 
Through MWD’s Volumetric Rates and Charges 

Readiness-to-Serve (RTS) 

Capacity Charge 
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Water Rate Payments 
Volumetric Charges ($/AF) 

Water Stewardship Rate 

System Access Rate 

System Power Rate 

Tier 1 and Tier 2 
Supply Rate 

Treatment Surcharge 

Treatment Surcharge Recovers: 
• Capital, operating, maintenance and 

overhead costs for MWD’s five 
treatment plants 

San Diego’s “Dry Year Peaking” Claim 

DTX-090: 2010 Cost of Service, AR2010-011443 & AR2012-011443 at 011492; DTX-110, 2012 Cost of Service, AR2012-016594 at 016697 

Costs Associated with Annual Water Use Are Recovered 
Through MWD’s Volumetric Rates and Charges 

Readiness-to-Serve (RTS) 

Capacity Charge 
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• Annual variations in water usage 
are also recovered through the 
Readiness-to-Serve Charge, 
which is allocated based on a 10-
year rolling average   

San Diego’s “Dry Year Peaking” Claim 

DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11491; 2012 COS, DTX-110: AR2012-016594 at 16696 
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Annual Variations in Water Usage  
Are Also Reflected in the  
Readiness-to-Serve Charge: 
RTS Recovers: 
• Emergency and regulatory storage in 

MWD’s reservoirs 
• Capital costs for State Water Project 

and Colorado River Aqueduct facilities 
to meet peak monthly or seasonal 
deliveries 

If a Member Agency’s water use goes up 
or down annually, that affects its RTS 
allocation for the next decade 

San Diego’s “Dry Year Peaking” Claim 

Water Rate Payments 
Volumetric Charges ($/AF) 

Water Stewardship Rate 

System Access Rate 

System Power Rate 

Tier 1 and Tier 2 
Supply Rate 

Treatment Surcharge 

DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11473, 11483, 11494-95; DTX-110: 2012 COS, AR2012-016594 at 16697-80, 16688, 16698-99 

Readiness-to-Serve (RTS) 

Capacity Charge 
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• Variations in water usage also 
affect the Capacity Charge, which 
is allocated based on the 
Member Agency’s maximum 
summer day demand over the 
course of a three-year period   

San Diego’s “Dry Year Peaking” Claim 

DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11491; DTX-110: 2012 COS, AR2012-016594 at 16696 
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Variations in Water Usage  
Are Also Reflected in the  
Capacity Charge: 

Capacity Charge Recovers: 
• Cost of providing MWD’s distribution 

facilities for peak usage 
• Cost of providing seasonal peak storage 

capacity within MWD’s system  
– Gives MWD the operational 

flexibility to meet peak demands 
The Capacity Charge recovers the costs 
of variations within a year 

San Diego’s “Dry Year Peaking” Claim 

Water Rate Payments 
Volumetric Charges ($/AF) 

Water Stewardship Rate 

System Access Rate 

System Power Rate 

Tier 1 and Tier 2 
Supply Rate 

Treatment Surcharge 

DTX-090: 2010 COS, AR2010-011443 & AR2012-011443 at 11,484-85, 11488, 11490, 11492; DTX-110: 2012 COS, AR2012-016594 at 16688-89, 16693, 
16695, 16697 

Readiness-to-Serve (RTS) 

Capacity Charge 
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• San Diego complains  
Los Angeles is rolling on and 
rolling off the MWD system 

• It is not possible to “roll on” and 
“roll off” MWD’s system without 
paying for its costs 

San Diego’s “Dry Year Peaking” Claim 

SDCWA 2012 Complaint, ¶ 65 
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San Diego Was an Active Participant 
in Designing, Evaluating, and Approving Rates 

Along With The Other Member Agencies 
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March, 2008:   
San Diego voted to 
approve rates under 
same structure 

January, 2002:   
San Diego voted to approve 
Resolution 8796 describing 
the rate development 
process and initiated 
adoption of the new rates 

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 

April, 2009:   
San Diego 
voted to 
approve rates 
under same 
structure 

Rates effective Jan. 1, 2003 

Rates effective  
Jan. 1, 2009 

Rates effective 
Jan. 1, 2010 

March, 2002:   
San Diego voted to 
approve rates under 
same structure 

March, 2005:   
San Diego voted to 
approve rates under 
same structure 

March, 2006:   
San Diego voted to 
approve rates under 
same structure 

April, 2007:   
San Diego voted to 
approve rates under 
same structure NO 

Rate 
Vote 
2011 

NO 
Rate 
Vote 
2013 

April, 2012:   
San Diego 
voted to 
approve  
a different 
option for 
rates under 
the same 
structure; 
Rates were 
passed by a 
76% vote of 
MWD’s Board 

MWD Bd. Meeting Minutes and Rate Votes, DTX-040: AR2010-006223 & AR2012-006223; DTX-042: AR2010-006431 & AR2012-006431; DTX-059: AR2010-008252 & 
AR2012-008252; DTX-062: AR2010-008676 & AR2012-008676; DTX-066: AR2010-009261 & AR2012-009261; DTX-071: AR2010-009618 & AR2012-009618; DTX-082: 
AR2010-010376 & AR2012-010376; DTX-111: AR2012-016995 
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