STAFF REPORT
To:
From:
Agenda Title:

Date: June 11, 2019

Board of Directors
John Bosler, General Manager/CEO
Public Hearing – Proposed Adjustments to Recycled Water
Rates and Charges

Purpose
The Board is asked to adopt an increase to the Recycled Water Meter Service Charge, and
Commodity Rate. Staff has conducted a cost of service study for Recycled Water services
covering a time frame of 5 fiscal years from July 1, 2019 through June 30, 2024. The study
reveals that Recycled Water rates need to be adjusted on an annual basis in order to generate
additional revenue to provide for increases in the cost of wholesale water supply, operational
expenses, debt service payments, capital improvements, and minimum reserves. A Public
Hearing must be held for the consideration of the proposed recycled water rate increases.
A Proposition 218 Notice was mailed to the subject property owners and customers of
record to explain the Public Hearing process.
Background/Analysis
In 2014, the District set recycled water rates for the five fiscal years 2015 through 2019.
These rates apply only to customers who receive non-potable recycled water for irrigation
or industrial purposes. The District purchases recycled water directly from the Inland Empire
Utilities Agency (IEUA). These operations are accounted for in a separate Recycled Water
Fund.
The rate structure for the District’s Recycled Water charges is comprised of two
components: (1) fixed meter charge that is determined on the basis of the size of the meter
serving the property and (2) a commodity charge that is determined on the basis of the
amount of recycled water delivered to a property. The meter charge is designed to recover
the District’s fixed costs of providing Recycled Water service (e.g. customer service and debt
service). The commodity charge is designed to recover the District’s costs of purchasing
wholesale recycled water from IEUA and other operating costs (e.g. capital replacement,
operations and maintenance, inspection and other related charges). The District’s rates are
calculated based on the cost of providing recycled water only to those customers receiving
that service.
As a result of the increasing cost of recycled water purchased from IEUA as well as the
District’s own increasing cost of providing services, it has been determined that a modest
increase in fees is required. Both the proposed meter charge and proposed commodity
charge will increase at a rate of three percent (3%) annually. The proposed rates and charges
are shown in the following table:
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Current Rates

Proposed Rates and Charges
(3% Annual Increase)

7/1/2018 7/1/2019 7/1/2020 7/1/2021 7/1/2022 7/1/2023
Commodity Rate
(per HCF)

$ 1.73

$ 1.78

$ 1.83

$ 1.88

$ 1.94

$ 2.00

$ 28.79

$ 29.66

$ 30.55

$ 31.47

$ 32.41

$ 33.38

1.5-inch

57.42

59.14

60.92

62.74

64.63

66.57

2-inch

91.90

94.66

97.50

100.43

103.44

106.54

3-inch

172.43

177.60

182.93

188.42

194.07

199.90

4-inch

287.45

296.07

304.95

314.10

323.53

333.23

6-inch

574.72

591.96

609.72

628.01

646.85

666.26

8-inch

919.59

947.18

975.59

1,004.86

1,035.01

1,066.06

10-inch

1,379.47

1,420.86

1,463.48

1,507.39

1,552.61

1,599.19

Monthly Meter Charge by Size
1-inch

Future Pass-Through Rate Adjustments
The District also proposes to adopt a new pass-through rate under the requirements of
AB3030 for increases in the cost of wholesale recycled water purchase from the IEUA. The
pass-through rate, called the IEUA surcharge, will be effective only if the IEUA raises wholesale
recycled water rates greater than 3% annually. The IEUA surcharge will recover only the
marginal difference in recycled water cost between the actual rate charged by IEUA and the
rate projected (3%) in the Cost of Service study.
Public Hearing Process
Requirements under Proposition 218 (Prop 218) compel public agencies to follow the notice
and majority protest provisions. In order to comply, CVWD mailed written notices to 135
property owners and/or customers-of-record 45 days in advance of the public hearing. In
addition, the Recycled Water Rates Study, justification and the proposed ordinance were
made available on the District’s website and at the Customer Service and Engineering
Counters. In addition, a Notice of Public Hearing and Ordinance Summary was published in
the Inland Valley Daily Bulletin on May 30, 2019 in accordance with the Water Code. Staff
worked with legal counsel to assist with the Prop 218 requirements, the content of the notice
to property owners and customers-of-record and the public hearing process.
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Alignment with Strategic Goals
A key element to the District’s vision is accountability in order to maintain financial
transparency while practicing good stewardship of financial resources.
Fiscal Impact
The total projected recycled water sales and meter charges for the five fiscal years covered
by this study is about $6.8 million which will meet the needed operating expenses, capital
improvements, debt service and reserve requirements of the Recycled Water fund.
Recommendation
Staff presented this recommendation and the Recycled Water Rate Study to the Finance
Committee on February 21, 2019. In addition, staff presented the draft Prop 218 Notice to
the Legislative / Outreach Committee on March 21, 2019 and to the Finance Committee on
April 4, 2019. On April 9, 2019, the Board of Directors set the date of this Public Hearing.
The Prop 218 Notice was mailed to the District’s customers who receive recycled water
service. As of the date of this report, CVWD has not received any protests which have been
determined to be valid. Staff recommends that the Board of Directors adopt the Recycled
Water Rates and Charges indicated in Ordinance 2019-6-2, as follows:
 Adjust the Meter Service Charge
 Adjust the Recycled Water Commodity Rate
 Adjust the Recycled Water Temporary Service Commodity Rate
 Authorize a new Pass-Through, IEUA Surcharge Rate
Attachments:

Ordinance 2019-6-2
Recycled Water Cost of Service & Rate Study Fiscal Years 2020-2024
PowerPoint Presentation

Submitted by: Carrie Corder, Assistant General Manager
Prepared by:
Chad Brantley, Director of Finance and Technology Services

Public Hearing - Proposed Sewer
Treatment Pass-Through and
Recycled Water Rates
Presen ted t o: Board of Di rect or s
Jun e 11, 2019
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Proposed Sewer Rate Increase:
IEUA Treatment Pass-Through
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Background of Sewer Fund
•Sewer Department operation and function
•Rates and charges

◦ CVWD Local Service Charge
◦ IEUA Treatment Charge

•Inland Empire Utilities Agency
◦ Separate District Board
◦ Sets their own rates
◦ Regional operating scope

•CVWD Board direction and support – control costs
•Maintenance personnel accomplishments and efficiency
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No Increase of Sewer Rate-CVWD
•CVWD rate - $5.73 monthly - commitment for years 2020 to 2024
•CVWD rates pay for
◦
◦
◦
◦
◦

Maintenance and repairs
Yearly cleaning and inspection
Customer service and billing
Sewer line replacements
Engineering and management
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Sewer Rate Comparison

CVWD Lowest in the Region

Based on monthly charge for residential service
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Sewer Rate Increase - IEUA
•IEUA Treatment Charge - $20.00 per month
◦ Rate set by IEUA in 2015 study

•California Law AB3030
◦
◦
◦
◦

Protects public agencies like CVWD
5 year limit
Majority protest rules apply to CVWD
Protest against CVWD does not apply to IEUA
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Summary of CVWD Sewer Service
•Protects public health and the environment
•Serves 34,454 residential customers
◦ 2,921 business or industrial customers

•Maintains about 420 miles of sewer line and 7,700 manholes
•Flows about 6.8 Billion gallons per year.
•No increase in CVWD rate
•IEUA pass-through rate match only 41¢ per month
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Proposed Recycled Water Increase

Currently not available for residential customers
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Background Recycled Water
•Serves about 135 irrigation and industrial accounts
•Current rates effective through 6/30/2019
•Internal rate study by District staff
•IEUA wholesale recycled water cost is increasing
•Meter charge to cover fixed costs
•Commodity rate to cover variable operating costs
•Cost of Service Report for FY 2020 thru FY 2024
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Customer Usage and Cost
•Number of Customers and Usage
•Wholesale recycled water price set by IEUA
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Meter and Water Charges
•Monthly flat charge based on meter size
◦ Should cover fixed costs

•Commodity charge for water used pays for:
◦ Buying water from IEUA
◦ Other operating costs
◦ Investments in building the recycled water system

•Proposed 3% Recycled Water increase
◦ Meter Charge
◦ Commodity Charge
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Summary of Recycled Water
•Cost of Service Study supports proposed rates
•3% proposed increase in Meter and Commodity Charges
•Wholesale cost of recycled water determined by the IEUA
◦ IEUA has raised the price 18% per year from 2006 to 2019

•IEUA Surcharge pass-through established and used only if needed
◦ Recovers the margin between projected costs and actual costs

•Recycled Water remains affordable for irrigation and industrial use
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Conclusion - Public Process
•Rate changes recommended for:
◦ Cover costs of providing services
◦ Pass through IEUA charges imposed on CVWD

•Public communication and outreach
◦ Prop 218 Notice mailed
◦ Newspaper summary published
◦ Open public hearing
◦ Participation opportunities explained
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