Sewer Revenues and Expenses

The District provides sewer service to approximately 15,200 customers through 4,640 accounts
(or approximately 6,710 Assigned Service Units) located in the northern section of the District.
The District operates and maintains the sewage collection system serving Rancho San Diego,
Singing Hills and portions of Mount Helix within the Upper Sweetwater River Basin, also
known as the Jamacha Basin. Residential customers comprise 98.5% of the customer base.
Modest growth of 0.6% is anticipated in Fiscal Year 2010.

Wastewater collection within the Jamacha Basin is provided by two agencies: the Otay Water
District and the Spring Valley Sanitation District. Customers in the basin, not served by either
agency, dispose of their sewage through septic tanks. After the sewer has been collected, it is
sent to the District’s Ralph W. Chapman Water Recycling Facility (RWCWREF) treatment plant
where the District produces recycled water, see page 67 outlining the sewer process. The
byproduct of the treatment process is called sludge and it is discharged through the City of San
Diego Metropolitan Wastewater (Metro) and the Spring Valley Sanitation District systems.

The Otay Water District is a member of Metro Wastewater System and a significant amount of
the sewer operation costs is for estimated sewer service charges from Metro totaling $981,100
for Fiscal Year 2010. Additionally, the District will pay $230,100 for its share of the operation
and maintenance cost of the Rancho San Diego Outfall and the Spring Valley Outfall to dispose
of sewage to Metro for Fiscal Year 2010.

The charge for sewer service is mandated by the State Revenue Program Guidelines which
requires the use of a "Service Unit Assignment Formula™ that converts higher strength uses into a
service unit value comparable to the use impact of a single-family residential user or equivalent
dwelling unit (EDU). The rate of discharge and strength of sewage for non-residential customers
tends to be higher than a single-family residential user. Due to their higher discharge and
strength, non-residential customers are assigned more units: 12.5% of the total service units,
while only comprising 1.5% of the customer base. The formula for the sewer rates is shown on
page 87.

In addition to the monthly sewer fee, sewer customers are annually assessed $54 per assigned
service unit on their property tax statements. This revenue of $362,600 is necessary for the
payment of principal and interest on the $5 million State loan to modify the RWCWRF. The
outstanding balance on the loan is $ 701,516 with an interest rate of 3.5%. The debt service
payment for Fiscal Year 2010 is $359,400.
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AdministrativeExpenses 6ewer

FY 2008 FY 2009 FY 2010 Budget
Actual Budget Estimated Budget Variance %
Equipment $ 468 $ 500 $ 685 $ 1,500 1,000 200.0%
Fees 20,016 8,500 10,053 11,500 3,000 35.3%
Services 48,968 25,600 38,783 269,000 243,400 950.8%
Miscellaneous - 6,200 6,808 7,600 1,400 22.6%
Total 69,452 40,800 56,328 289,600 248,800 609.8%
Overhead Allocation 130,248 114,500 118,311 166,500 52,000 45.4%
Total Administrative Expenses $ 199,700 $ 155,300 $ 174,639 $ 456,100 $ 300,800 193.7%

ADMINISTRATIVE EXPENSES - SEWER
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Materials and Maintenance Expenses - Sewer

FY 2008 FY 2009 FY 2010 Budget
Actual Budget Estimated Budget Variance %
Materials and Maintenance
Fuel and Oil $ 996 $ - $ - 8 - - 0.0%
Fleet Parts and Equipment 406 3,000 - 3,000 - 0.0%
Infrastructure Equipment and Supplies 104,579 83,000 68,953 67,000 (16,000) (19.3%)
Chemicals 3,089 4,000 5,810 4,500 500 12.5%
Safety Equipment 1,208 1,000 1,694 1,000 - 0.0%
Laboratory Equipment and Supplies 3,626 5,000 5,330 6,000 1,000 20.0%
Other Materials and Supplies 33 100 970 300 200 200.0%
Contracted Services 7,628 129,000 92,436 49,000 (80,000) (62.0%)
Materials and Maintenance 121,564 225,100 175,353 130,800 (94,300) (41.9%)
Sewer Charges
Metro O&M Costs 1,034,276 1,041,900 913,033 981,000 (60,900)  (5.8%)
Spring Valley Sewer Charge 202,246 247,000 246,647 230,100 (16,900)  (6.8%)
Total Sewer Charges 1,236,522 1,288,900 1,159,680 1,211,100 (77,800)  (6.0%)

Total Materials and Maintenance $ 1,358,086 $ 1,514,000 $ 1,335,033 $ 1,341,900 $ (172,100) (11.4%)

MATERIALS AND MAINTENANCE EXPENSES - SEWER
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Formula for Sewer Rates

Each year the District is required to revise its formula for determining sewer rates in accordance
with the State Revenue Program Guidelines.

For residential sewer customers, effective January 1, 2008, a “Winter Average” fee structure was
implemented for calculating the monthly sewer charge. A usage fee is charged based on the
customer’s prior year’s “Winter Average” water consumption, reduced by a 15% usage discount.
The current and proposed usage fees are $1.47 and $1.56, respectively. A base fee is also
applied. Current and proposed base fees are $10.20 and $10.80 for % inch water meter, and
$14.90 and $15.75 for 1 inch or greater. Proposed fees are effective January 1, 2010, pending
the Proposition 218 hearing and Board approval.

For commercial customers, the sewer charge takes into consideration the cost associated with
daily flow, chemical oxygen demand (COD) and the removal of suspended solids (SS). The
COD and SS determine the strength factor for the groups of high, medium and low, and the State
Water Resources Control Board (SWRCB) determines these factors. The factors beginning
January 1, 2004 are shown below:

1.000 Schools

1.000 Churches

1.000 Low Strength Commercial
1.238 Medium Strength Commercial
2.203 High Strength Commercial

The following formula is based on an estimated daily flow of 250 gallons per day plus 280
milligrams per liter of Biological Oxygen Demand (BOD) and 234 milligrams per liter of SS for
a residential equivalent dwelling unit or an assigned service unit (ASU). The new method of
calculating the sewer rate is to multiply the flow by the strength factor to determine the Assigned
Service Unit (ASU) as follows:

Daily Flow X  Strength Factor Assigned Service Unit

(gpd x .85)/250gpd  x as shown above ASU

The ASU is then multiplied by the district-wide sewer rate to determine the monthly sewer
charge. The current and proposed sewer rates per ASU are $34.79 and $36.88, respectively. The
proposed rate is effective January 1, 2010, pending Proposition 218 hearing and Board approval.

The minimum charge for commercial shall be no lower than one ASU at low strength. For
public schools, flow is based on average daily attendance for the prior school year, including
summer school, as reported by schools to meet state requirements. For elementary schools, 50
students equal one ASU; for junior high schools, 40 students equal one ASU; for high schools,
24 students equal one ASU. For colleges, flow is based on the number of Certificated and
Classified Staff, and students enrolled in each school session.



Sewer Service Area
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