
Public Hearing on Water and Sewer Rates

September 20, 2017



Agenda

• Discuss Proposed Rates

• Impacts to Reserves and Financial Performance

• Rate Protest Comments

• Cost of Service and Rate Structure Study

• Recommendation for 2018 and 2019 Rates
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Proposed Rates

September 20, 2017 Rate Hearing
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Proposed Rates

Impact to Average Customer

17,578 5/8” SFR, compared to 23,954 total customers – 73%
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Proposed Rates – Ready-to-Serve Charge
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Current

Proposed
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Proposed Rates

Total Rate Impact at Varying Use Levels
5/8” meter, water and sewer
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Proposed Rates

Total Rate Impact at Varying Use Levels
5/8” meter, water and sewer
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Ag = Agricultural; Mf = Multi-Family
Water Rate Impact – RTS plus Commodity
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Ag = Agricultural; Mf = Multi-Family
Water Rate Impact – RTS plus Commodity
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84.54

79.78
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What drives water rate increases?

Total Budget Increases

$4.8 Million
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What have we done to reduce costs

• Budget process
– Multi-level assessment of budget requests

– Cuts at many levels, even before GM/Board review

– Eliminate 4 positions

• Investments in technology
– Remote monitoring

– E-logger (design and code IT systems in-house, eliminates duplication, mobile)

• Investments in energy efficiency
– Solar projects

– Efficient pumps and motors

• Investments in advanced treatment technology
– Filter media - reducing chemical costs

– On-site chlorine generation

• Cost sharing/collaboration with OMWD
– Reduced water treatment costs

– Automated metering infrastructure

• Control benefit costs
– Scrutinize benefit provider contracts - rebid

– Increase employee cost sharing



Impacts to Reserves and Financial Performance

September 20, 2017 Rate Hearing
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Rate Protest Comments

September 20, 2017 Rate Hearing



• “Have you ever considered a Senior Discount?”

• “I used to get some reduction in my cost [with] low usage …”

• “Rate increases should not be greater than ongoing inflation.”

• “Look at your customers and not your bottom line.”

• “You give those of us who conserve … no incentive.”

• “Board members [paid] $1.5 million in salaries, … pension 
benefits, … cell phone costs …”

• “Invest in new and upgraded facilities and equipment , … 
[reduce] the cost of operations and [improve] operating 
performance ...”

• No “transparency or detail” on revenue “rate increases will 
provide … and will be used for; pensions, salary increases …”

• “Rate increase would not affect customers equally … most 
affected would be residential …”
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Rate Protests (22 as of September 14)

Specific Concerns



• Vallecitos is a public water utility (i.e., government), 
subject to the provisions of the California Constitution 
for property-related fees (Article XIII C and D).

• “A charge imposed for a specific government service or 
product [may] not exceed the reasonable costs … of 
the service or product …” Proposition 26, 2010.

• It is unlawful to burden ratepayers with subsidies who 
are not seniors or are not frugal users with those 
discounts.

• Subsidies are not cost necessary to provide the service.

• Vallecitos is a sole purpose special district and does not 
have a General Fund to provide subsidies.
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Rate Protest
“Have you ever considered a Senior Discount?”

“I used to get some reduction in my cost [with] low usage …”



• Costs to provide water – recovered from rates –

often increase greater than the rate of inflation

• Cost of imported water increased by 26% last 

year with the delivery of desalinated water

• Cost of imported water historically increased 

greater than the rate of inflation

• Escalating costs of supply diversification, 

increased storage, replacing aging 

infrastructure
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Rate Protest
“Rate increases should not be greater than ongoing inflation.”



• Vallecitos’ mission is to serve as water and 

wastewater specialists, providing exceptional and 

sustainable services

• We do not have a profit motive – during the 

drought we encouraged conservation

• Secured diverse and drought proof supplies

• Our focus is providing our customers with reliable, 

safe water, not just this year, but forever

• Using reserves to minimize rate increases from the 

26% increase to the cost of purchased water
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Rate Protest
“Look at your customers and not your bottom line.”



• The lowest cost water is recovered from the 

lowest tiers

• High users are burdened with high imported 

water costs and costs associated with peak use, 

not those who conserve

• Limited to California Constitution – prohibited 

from monetary incentives recovered from 

other users
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Rate Protest
“You give those of us who conserve … no incentive.”



• Board pay, benefits, meeting costs, and 

expense reimbursements totaled $201k in 

2016.

• No pensions for Board members

• No phone allowance for Board members
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Rate Protest
“Board members [paid] $1.5 million in salaries, … 

pension benefits, … cell phone costs …”



• Budget process
– Multi-level assessment of budget requests

– Cuts at many levels, even before GM/Board review

– Eliminate 4 positions

• Investments in technology
– Remote monitoring

– E-logger (design and code IT systems in-house, eliminates duplication, mobile)

• Investments in energy efficiency
– Solar projects

– Efficient pumps and motors

• Investments in advanced treatment technology
– Filter media - reducing chemical costs

– On-site chlorine generation

• Cost sharing/collaboration with OMWD
– Reduced water treatment costs

– Automated metering infrastructure

• Control benefit costs
– Scrutinize benefit provider contracts - rebid

– Increase employee-cost sharing 28

Rate Protest
“Invest in new and upgraded facilities and equipment , … [reduce] 

the cost of operations and [improve] operating performance ...”



• Budget (on-line)

– Public process

– Discloses revenues with proposed increase

– Details what revenues will be used for

– $348k loss in FY2018, $1.6m income in FY2019

• before depreciation

– Benefits budget increased $93k, 1.6%

– Slight decrease in salaries

• Cost of Service and Rate Structure Study (on-line)

– Public process (12 public meetings)

– Provides detail of how rates are calculated
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Rate Protest
No “transparency or detail” on revenue “rate increases will 

provide … and will be used for; pensions, salary increases …”



• Rate increases do not affect customers equally

• Use in higher tiers pay for high cost 

desalinated water

• Rates make no distinction between customer 

types as tiers are established by meter size

• The increase for residential is the same as the 

increase for commercial 
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Rate Protest
“Rate increase would not affect customers equally … most 

affected would be residential …”



Cost of Service and Rate Structure Study

September 20, 2017 Rate Hearing



Cost of Service and Rate Structure Study

Process

• Planning – Identify objectives

• Project demand

• Establish customer classes and tier breaks

• Determine allocation ratios to tiers

• Allocate costs to user charges

• Calculate Rates
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Cost of Service and Rate Structure Study

Objectives

• Provide rates and a structure to the Board for approval,

• Provide one or two alternative structures if practical,

• Keep the Board apprised of progress through Board workshops 
throughout the process,

• Alternatives presented are legal and defensible,

• Provide a thorough and understandable administrative record

• Alternatives presented satisfy the District’s mission statement, 
Strategic Plan objectives, and Financial Master Plan objectives,

• Nothing arbitrary (tier levels, cost acceleration from tier to tier, 
etc.), and

• Establish a revenue requirement that:
– Exhausts all efforts to cut costs,
– Maintains or improves our current level of service and 

workforce engagement.
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Cost of Service and Rate Structure Study

Calculate Ready-to-Serve Rates
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Cost of Service and Rate Structure Study

Calculate Commodity Rates



36

On our website
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79.78

Questions?

Comments?

84.54



Cost of Service and Rate Structure Study

Demand Projection
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Cost of Service and Rate Structure Study

Establishing Customer Class
VWD average use varies less within meter sizes than customer type
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Cost of Service and Rate Structure Study  

Establishing Tiers

Tier’s are tied to VWD customers’ usage 

patterns, not a national statistic or 

theoretical number

• Tier 1 Limit  = Average Minimum Use

• Tier 2 Limit = Average Maximum Use
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Cost of Service and Rate Structure Study

Determine Allocation Ratios to Tiers

Peaking
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Cost of Service and Rate Structure Study

Allocate Supply Cost Across Tiers
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Cost of Service and Rate 

Structure Study
Allocate Costs to Users Charges

1st, offset costs to be 

recovered by revenue from 

other sources

• Property tax

• Investment earnings

• Late/lock charges

• Pumping surcharges

• Backflow fees

• Engineering fees

• Cell tower revenues

• Miscellaneous revenue



2nd, allocate costs not 

directly related to flow to 

the Ready-to-Serve charge

• Meter reading and 

billing to “Bill” – same 

effort regardless of 

meter size

• Other costs to “Meters” 

will be distributed 

based on meter 

equivalents
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Cost of Service and 

Rate Structure Study 
Allocate Costs to Users Charges
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3rd, flow-related costs, 

capital replacement, and 

conservation are allocated 

to commodity

Cost of 

Service 

and Rate 

Structure 

Study
Allocate Costs 

to Users 

Charges
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Cost of Service and Rate Structure Study

Calculate Ready-to-Serve Rates
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Cost of Service and Rate Structure Study

Calculate Commodity Rates
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On our website



Approve rates for 2018 and 2019
as presented in the Notice of Public Hearing and

Cost of Service and Rate Structure Study
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Recommendation for 2018 and 2019 Rates
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79.78

Questions?

Comments?

84.54
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Smoothing 

volatile 

capital 

requirement


