
110 W. Taylor Street 
San Jose, CA  95110‐2131 

May 27, 2025 

California Public Utilities Commission 
505 Van Ness Avenue 
San Francisco, CA  94102 

Advice Letter No. 616 

San Jose Water Company (U-168-W) (SJWC) hereby transmits for filing the following changes in 
tariff schedules applicable to its service area and which are attached hereto: 

Cal. P.U.C  
Sheet No. 

Title of Sheet Cancelling Cal. P.U.C. 
Sheet No. 

2350-W Schedule No. 1 – General Metered Service  2324-W 
2351-W Schedule No. 1B – General Metered Service 

with Automatic Fire Sprinkler System 
2326-W 

2352-W Schedule No. 1C – General Metered Service 
with Mountain District 

2329-W 

2353-W Schedule No. 4—Private Fire Service  2333-W 
2354-W Schedule No. RW –Raw Water Metered 

Service  
2334-W 

2355-W Schedule No. RCW –Recycled Water Metered 
Service  

2336-W 

2356-W Table of Contents 2348-W 

With this advice letter, SJWC requests authorization to increase revenue by $22,536,248 or 4.0% 
to offset the increases to purchased potable water charges, the ground water extraction fee, and 
purchased recycled water charges that will be implemented by SJWC’s water wholesalers effective 
July 1, 2025. 

These tariffs are submitted pursuant to General Orders (GO) No. 96-B Water Industry Rules 
7.3.1(7) and 8.4.  This advice letter is designated as a Tier I Advice Letter.   

Background 

On May 16, 2024, SJWC filed Advice Letter (AL 609) to include in rates the increase in purchased 
water, pump tax, and recycled water costs from its wholesaler. 

At its May 27, 2025 meeting, Valley Water’s Board of Directors formally adopted water rate 
increases for the 2025-2026 fiscal year, raising the groundwater rate (pump tax) to $2,450 per Acre 
Foot (AF) and the purchased water rate to $2,565/AF effective July 1, 2025.  The groundwater rate 
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will increase by $221/AF from the July 1, 2024 rate of $2,229/AF (AL 609) and the purchased 
water rate will increase by $221/AF from the 2024 rate of $2,344/AF (AL 609).  

Valley Water’s groundwater charge for agricultural increased from $39.80/AF to $43/AF 
which affects the agricultural discount provided by Valley Water and passed through in SJWC’s 
tariffs. The discount will increase from $5.0257/ccf to $5.5257/ccf ($2,450/AF - $43/AF = 
$2,407/AF = $5.5257/ccf).  

The updates to purchased water rate, groundwater rate, and agrigultural discount are reflected in 
SJWC’s tariff Schedule No.1- General Metered Service,  Schedule No.1C - General Metered 
Service Mountain District, and Schedule No. RW - Raw Water Meter Service.  

Changes to the rate for untreated water also affect the rate for purchased recycled water.  South 
Bay Water Recycling, SJWC’s wholesale recycled water provider, indexes recycled water 
wholesale rates to the rates charged by Valley Water for untreated water, with appropriate 
discounts for irrigation, industrial, or agricultural use.  The recycled water discount remains at 
$105 for irrigation, industrial, and agricultural uses.  Effective July 1, 2025, wholesale recycled 
water rates will be increased by $221 per AF from adopted July 1, 2024 rate of $2,124 to $2,345 
per AF.   

This updated to recycled water rate is reflected as Special Conditions in SJWC’s tariff for Schedule 
No. RCW for Reycled Meter Water Rate.  

Please see Attachment A for actual rate effective July 1, 2025.The following is a summary of 
total increase in costs: 

Increase in Purchased Water $11,771,446
Increase in Ground Water Charge $10,049,125
Increase in Purchased Recycled Water $624,036
Increase in Taxes and Uncollectibles $91,641 
Total Increase in Costs $22,536,248 

Copies of detailed workpapers supporing the proposed rate increase and rate calculation have been 
provided to the Commission Staff in accordance with Standard Practice U-27-W. 

Public notice of the offset rate adjustment will be completed by placing a notice (Attachment B) 
in the San Jose Mercury News as soon as possible.  Proof of publication will be submitted to the 
Commission when the notification has been completed. In compliance with Paragraph 4.3 of 
General Order 96-B, a copy of this advice letter has been emailed to all interested and affected 
parties as detailed in SJWC’s Service List. 
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Effective Date 

SJWC requests that the updated tariff sheets become effective July 1, 2025. 

Protests and Responses 

Anyone may respond to or protest this advice letter. A response does not oppose the filing but 
presents information that may prove useful to the Commission in evaluating the advice letter.  A 
protest objects to the advice letter in whole or in part and must set forth the specific grounds on 
which it is based.  These grounds may include the following: 

(1) The utility did not properly serve or give notice of the advice letter;
(2) The relief requested in the advice letter would violate statute or

Commission order, or is not authorized by statute or Commission order
on which the utility relies;

(3) The analysis, calculations, or data in the advice letter contain material
error or omissions;

(4) The relief requested in the advice letter is pending before the
Commission in a formal proceeding;

(5) The relief requested in the advice letter requires consideration in a
formal hearing, or is otherwise inappropriate for the advice letter
process; or

(6) The relief requested in the advice letter is unjust, unreasonable, or
discriminatory (provided that such a protest may not be made where it
would require relitigating a prior order of the Commission).

A response or protest must be made in writing or by electronic mail and must be received by the 
Water Division within 20 days of the date this advice letter is filed. The address for mailing or 
delivering a protest is:  

Tariff Unit, Water Division, 3rd floor  
California Public Utilities Commission,  
505 Van Ness Avenue 
San Francisco, CA 94102 
water_division@cpuc.ca.gov 

On the same date the response or protest is submitted to the Water Division, the respondent or 
protestant shall send a copy of the protest by mail to us, addressed to:   

Regulatory Affairs 
San Jose Water Company 
110 West Taylor Street 
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San Jose, CA 95110 
Fax 408.279.7934 
regulatoryaffairs@sjwater.com. 

The advice letter process does not provide for any responses, protests or comments, except for the 
utility’s reply, after the 20-day comment period.  Public notice is not required.   

SJWC currently has Advice Letter 615 pending before the Commission.  This filing will not cause 
the withdrawal of service, nor conflict with other schedules or rules. 

Very truly yours, 

NANCI TRAN 
Director of Regulatory Affairs  
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APPLICABILITY

Applicable to general metered water service.

TERRITORY

RATES
Quantity Rate Per 100 cu.ft. (Ccf):

Residential Customers with 5/8 x 3/4-inch, 3/4-inch, 1-inch, 1 1/2-inch or 2-inch meter

For Total Monthly Usage from 0 to 6 ccfs $4.6022 (I)

For Total Monthly Usage from 6+ to 12 ccfs $6.8690 (I)

For Total Monthly Usage over 12+ ccfs $13.1198 (I)

All Other Customers

For all water delivered per ccf $6.8690 (I)

Service Charges

All Customers Per Meter Per Month

5/8 x3/4-inch meter $72.88 (I)

3/4-inch meter $72.88

1-inch meter $121.49
1 1/2-inch meter $242.97

2-inch meter $388.76

3-inch meter $728.93

4-inch meter $1,214.88

6-inch meter $2,429.76

8-inch meter $3,887.61

10-inch meter $5,588.44 (I)

(To be inserted by utility) (To be inserted by Cal. P.U.C.)

Advice Letter No.: 616 Date Filed:

Effective Date:

Decision No.: Resolution No.:
TITLE

Vice President, Regulatory Affairs

John Tang

Issued By

NAME

The Service charge is a readiness-to-serve charge which is applicable to all metered service and to which is added the 
charge for water used computed at the Quantity Rate.

(Continued)

2350-W

2324-W

Portions of Cupertino, San Jose, and Santa Clara, and in Campbell, Los Gatos, Monte Sereno, and Saratoga  and in 
contiguous territory in the County of Santa Clara.

Schedule No. 1

GENERAL METERED SERVICE
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APPLICABILITY

TERRITORY

RATES
Quantity Rate Per 100 cu.ft. (Ccf):

Residential Customers with 5/8 x 3/4-inch, 3/4-inch, 1-inch, 1 1/2-inch or 2-inch meter

For Total Monthly Usage from 0 to 6 ccfs $4.6022 (I)

For Total Monthly Usage from 6+ to 12 ccfs $6.8690 (I)

For Total Monthly Usage over 12+ ccfs $13.1198 (I)

All Other Customers

For all water delivered per ccf $6.8690 (I)

Service Charges

All Customers Per Meter Per Month

5/8 x3/4-inch meter $72.88 (I)

3/4-inch meter $72.88

1-inch meter $121.49

1 1/2-inch meter $242.97

2-inch meter $388.76

3-inch meter $728.93

Upsize Charges:

For 1/4-inch meter upsize $3.01

For 1/2-inch meter upsize $6.02

For 3/4-inch meter upsize $9.04

For 1-inch meter upsize $12.07

For 1 1/2-inch meter upsize $18.09 (I)

(To be inserted by utility) (To be inserted by Cal. P.U.C.)

Advice Letter No.: 616 Date Filed:

Effective Date:

Decision No.: Resolution No.:

Issued By

(Continued)

TITLE

John Tang
NAME

Vice President, Regulatory Affairs

2351-W

2326-W

Portions of Cupertino, San Jose, and Santa Clara, and in Campbell, Los Gatos, Monte Sereno, and Saratoga  and in 
contiguous territory in the County of Santa Clara.

Applicable to all detached single family structures whose autmoatic fire sprinkler system is served through the meter 
providing residential water service.

Schedule No. 1B

GENERAL METERED SERVICE WITH

AUTOMATIC FIRE SPRINKLER SYSTEM
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APPLICABILITY

TERRITORY
Portions of Los Gatos and in contiguous territory in the County of Santa Clara.

RATES

Quantity Rate Per 100 cu.ft. (Ccf):

Overuse Rates beyond 500 gallons per day limit

Residential Customers with 5/8 x 3/4-inch, 3/4-inch, 1-inch, 1 1/2-inch or 2-inch meter

For Total Monthly Usage from 0 to 6 ccfs $4.6022 (I)

For Total Monthly Usage from 6+ to 12 ccfs $6.8690 (I)

For Total Monthly Usage over 12+ ccfs $13.1198 (I)

All Other Customers

For all water delivered per 100 cu. Ft $6.8690 (I)

Service Charges

All Customers Per Meter Per Month

5/8 x3/4-inch meter $72.88 (I)

3/4-inch meter $72.88

1-inch meter $121.49

1 1/2-inch meter $242.97

2-inch meter $388.76

3-inch meter $728.93

4-inch meter $1,214.88

6-inch meter $2,429.76

8-inch meter $3,887.61
10-inch meter $5,588.44 (I)

(To be inserted by utility) (To be inserted by Cal. P.U.C.)

Advice Letter No.: 616 Date Filed:

Effective Date:

Decision No.: Resolution No.:Vice President, Regulatory Affairs

NAME

Issued By

John Tang

TITLE

(Continued)

The Service charge is a readiness-to-serve charge which is applicable to all metered service and to which is added the 
charge for water used computed at the Quantity Rate.

Applicable to general metered water service.

2352-W

2329-W

MOUNTAIN DISTRICT

Schedule No. 1C

GENERAL METERED SERVICE
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APPLICABILITY

TERRITORY

RATES Service Connection
Per Month

For each 2-inch service $60.34 (I)
For each 3-inch service $75.42

For each 4-inch service $105.59
For each 6-inch service $165.91

For each 8-inch service $211.17

For each 10-inch service $271.51

For each 12-inch service $331.87 (I)

SPECIAL CONDITIONS

1.

2.

3.

(To be inserted by utility) (To be inserted by Cal. P.U.C.)

Advice Letter No.: 616 Date Filed:

Effective Date:

Decision No.: Resolution No.:

Applicable to all water service furnished to privately owned fire protection systems.

Portions of Cupertino, San Jose, and Santa Clara, and in Campbell, Los Gatos, Monte Sereno, and Saratoga  and in 
contiguous territory in the County of Santa Clara.

TITLE
Vice President, Regulatory Affairs

Service hereunder is for private fire protection systems to which no connections for other than fire protection 
purposes are allowed and which are regularly inspected by the underwriters having jurisdiction, are installed 
according to specifications of the utility, and are maintained to the satisfaction of the utility. The utility may 
install the standard detector type meter approved by the Board of Fire Underwriters for protection against 
theft, leakage or waste of water and the cost paid by the applicant. Such payment shall not be subject to 
refund. 

If a distribution main of adequate size to serve a private fire protection system, in addition to all other normal service, 
does not exist in the street or alley adjacent to the premises to be served, then a service main from the nearest existing 
main of adquate capacity shall then be installed by the utility and the cost paid by applicant. Such payment shall not be 
subject to refund.

(Continued)

NAME
John Tang

2353-W

2333-W

Schedule No. 4

PRIVATE FIRE SERVICE

Issued By

The fire protection service connection shall be installed by the utility and the cost paid by the applicant. Such payment 
shall not be subject to refund. The facilities paid for by the applicant shall be the sole property of the applicant.



SAN JOSE WATER COMPANY (U-168-W) Revised CPUC Sheet No. 

San Jose, California Canceling CPUC Sheet No. 

Page No. 1

APPLICABILITY

Applicable to general metered water service.

TERRITORY

RATES
Quantity Rate Per 100 cu.ft. (Ccf):

For all water delivered per ccf $6.60500 (I)

Service Charges

All Customers Per Meter Per Month

5/8 x3/4-inch meter $72.88 (I)

3/4-inch meter $72.88

1-inch meter $121.49

1 1/2-inch meter $242.97

2-inch meter $388.76

3-inch meter $728.93

4-inch meter $1,214.88

6-inch meter $2,429.76
8-inch meter $3,887.61

10-inch meter $5,588.44 (I)

(To be inserted by utility) (To be inserted by Cal. P.U.C.)

Advice Letter No.: 616 Date Filed:

Effective Date:

Decision No.: Resolution No.:

Issued By

TITLE

John Tang
NAME

Vice President, Regulatory Affairs

Schedule No. RW

Portions of Cupertino, San Jose, and Santa Clara, and in Campbell, Los Gatos, Monte Sereno, and Saratoga  and in 
contiguous territory in the County of Santa Clara.

RAW WATER METERED SERVICE

(Continued)

The Service charge is a readiness-to-serve charge which is applicable to all metered service and to which is added the 
charge for water used computed at the Quantity Rate.

2354-W

2334-W
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APPLICABILITY

Applicable to all recycled water metered service.

TERRITORY

RATE

Quantity Rate:

Service Charges:

SPECIAL CONDITIONS

1.

Service Charges

Meter Size Per Meter Per Month

2-inch meter $49.15 (I)

3-inch meter $65.55

4-inch meter $73.73

6-inch meter $123.14

8-inch meter $147.50

10-inch meter $229.44 (I)

(To be inserted by utility) (To be inserted by Cal. P.U.C.)

Advice Letter No.: 616 Date Filed:

Effective Date:

Decision No.: Resolution No.:

John Tang

Vice President, Regulatory Affairs
TITLE

NAME

Currently effective quantity rate as reflected in "Schedule No. 1, General Metered Service"  less the treated water 
surcharge currently added to potable deliveries from the Santa Clara Valley Water District and less any applicable 
discount from the South Bay Water Recycling Program.

Currently effective monthly service charge for the applicable meter size as reflected in "Schedule No. 1, General 
Metered Service" .

For the purpose of this tariff a well user is defined as a customer of the Santa Claray Valley Water District who 
procures his/her non-potable supply from an on-site well as of the first effective date of this tariff. This service charge 
for well users will be in accordance with the following schedule:

The monthly service charge will be changed in an amount equal to changes in the monthly service charge for similarly 
sized meters under "Schedule No. 1, General Metered Service". In addition to the service charge, such customers will 
be charged for the quantity of recycled water used at that site in the same amount billed to San Jose Water Company 
by the South Bay Water Recycling Program. 

Issued By

(Continued)

2355-W

2336-W

Schedule No. RCW

RECYCLE WATER METERED SERVICE

Portions of Cupertino, San Jose, and Santa Clara, and in Campbell, Los Gatos, Monte Sereno, and Saratoga  and in 
contiguous territory in the County of Santa Clara.



I. PIPED SUPPLY

A. Standby Charge Based on Meter Size

Meter Size Monthly Charge

For 3/4-inch meter $72.88

For 1-inch meter $121.49

For 1 1/2-inch meter $242.97

For 2-inch meter $388.76

For 3-inch meter $728.93

For 4-inch meter $1,214.88

For 6-inch meter $2,429.76

For 8-inch meter $3,887.61

For 10-inch meter $5,588.44

B. Quantity Rate
Irrigation $6.6050 per 100 cu. ft.

Industrial $6.6050 per 100 cu. ft.
Agricultural $6.6050 per 100 cu. ft.

Notes: 
1) 

SAN JOSE WATER COMPANY (U-168-W)

RECYCLED WATER METERED SERVICE

Effective July 1, 2025

Potable customer of SJWC converting to recycled water

Discounts given by South Bay Water Recycling passed through to customers 
0.68% PUC fee and 5% utility user's tax will be applied to the bill.



II. WELL SUPPLY

A. Stanby Charge Based on Meter Size

Meter Size Monthly Charge

For 2-inch meter $49.15

For 3-inch meter $65.55

For 4-inch meter $73.73

For 6-inch meter $123.14

For 8-inch meter $147.50

For 10-inch meter $229.44

B. Quantity Rate
Irrigation $5.3834 per 100 cu. ft.

Industrial $5.3834 per 100 cu. ft.
Agricultural $5.3834 per 100 cu. ft.

Notes: 
1) 

SAN JOSE WATER COMPANY (U-168-W)

RECYCLED WATER METERED SERVICE

Effective July 1, 2025

A well user is defined as a customer of the Santa Clara Valley Water District who 
procures his/her non-potable supply from an on-site well. The service charge for 
well user will be in accordance with the following schedule:

Discounts given by South Bay Water Recycling passed through to customers 
0.68% PUC fee and 5% utility user's tax will be applied to the bill.
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San Jose, CA Canceling CPUC Sheet No. 

Table of Contents

Subject Matter of Sheet CPUC Sheet No.

Title 1495-W

Table of Contents

Preliminary Statement

Service Area Map Locator

Service Area Map Locator, Index

Map of Areas with Special Pressure & Fire Flow Conditions

Index to Map of Areas with Special Pressure & Fire Flow

2356-W, 2320-W, 2349-W (C)

919-W, 1303-W, 2339-W, 2340-W, 
 2035-W, 2037-W, 2040-W, 2041-W, 2215-W 
2087-W, 2244-W, 2341-W, 2342-W, 2217-W 
2343-W, 2252-W, 2263-W, 2279-W, 2277-W

1266-W

2275-W

2116-W

1079-W, 2117-W, 1082-W, 1087-W, 1404-W

Rate Schedule:

Schedule No. 1 General Metered Service 2350-W, 2325-W (I)

Schedule No. 1B General Metered Service With Automatic Fire Sprinkler System 2351-W, 2327-W, 2328-W (I)

Schedule No. 1C General Metered Service - Mountain District 2352-W, 2330-W, 2331-W, 2332-W (I)

Schedule No. 4 Private Fire Service 2353-W, 2187-W (I)

Schedule No. 9C Construction and Other Temporary Merered Service 1118-W, 1094-W
Schedule No. 10R Service to Employee 152-W

Schedule No. 14.1 Water Shortage Contingency Plan With 2131-W, 2132-W, 2133-W
Stage Mandatory Reductions and 2134-W, 2149-W, 2136-W, 2137-W
Drought Surcharges 2138-W, 2139-W, 2273-W

Schedule No. RW Raw Water Metered Service 2354-W, 2335-W (I)

Schedule No. RCW Recycled Water Metered Service 2355-W, 2337-W (I)

Schedule No. UF Surcharge to Fund Public Utilities Commission Utility Reimbursement Account (PUCURA) 2322-W

Schedule No. CAP Customer Assistance Program 2345-W, 2346-W

Schedule No. AMI Advanced Metering Infrastructure Opt-Out Fee 2281-W

List of Contractss and Deviations 2246-W, 2261-W

(To be inserted by utility) (To be inserted by Cal. P.U.C.)

Advice Letter No.: Date Filed:

Effective Date:

Decision No.: Resolution No.:
TITLE

D.12-08-044 Vice President, Regulatory Affairs

NAME
616 John Tang

Issued By

(Continued)

2356-W

2348-W

The following listed tariff sheets contain all effective rates, rules and regulations affecting the rates and service of the Utility, together with 
information relating thereto:



Alice Zavala zavalaalice@yahoo.com

Big Redwood Park Water waldoburford@gmail.com

Brush & Old Well Mutual Water Company johan.overby@gmail.com
Cal Water cwsrates@calwater.com
Cal Water jpolanco@calwater.com
City of Campbell publicworks@cityofcampbell.com
City of Cupertino KirstenS@cupertino.org
City of Cupertino City Attorney cityattorney@cupertino.org
City of Cupertino Director of Public Works chadm@cupertino.org
City of Milpitas sguzzetta@milpitas.gov
City of Milpitas nthomas@milpitas.gov
City of Monte Sereno steve@cityofmontesereno.org
City of Monte Sereno bmekechuk@cityofmontesereno.org
City of San Jose jeffrey.provenzano@sanjoseca.gov
City of Santa Clara water@santaclaraca.gov
City of Saratoga jcherbone@saratoga.ca.us
County of Santa Clara county.counsel@cco.sccgov.org
DB Davis / RTX.com russel.c.bargstadt@rtx.com
DB Davis / RTX.com eomurcia@rtx.com
Dept. of Water Resources, Safe Drinking Water Office sdwo@water.ca.gov
Gillette Mutual Water Company gapowerz@gmail.com
Gillette Mutual Water Company goldiey@pacbell.net
Gillette Mutual Water Company keyoung@pacbell.net
Great Oaks Water jroeder@greatoakswater.com
Great Oaks Water jliem@greatoakswater.com
James Hunter j88hunter882@gmail.com
LAFCO Santa Clara lafco@ceo.sccgov.org
Mountain Springs Mutual Water Co.  lorenroy@icloud.com
Mt. Summit Mutual Water Company wshoefler@comcast.net
Oakmount Mutual Water Company gortiz12@comcast.net
Patrick Kearns MD pjk3@comcast.net
Public Advocates Office mukunda.dawadi@cpuc.ca.gov
Public Advocates Office publicadvocateswater@cpuc.ca.gov
Raineri Mutual Water Company info@rainerimutual.org
Ridge Mutual Water Company pmantey@yahoo.com
Rishi Kumar rishi@RishiKumar.com 
San Jose Mercury News progers@bayareanewsgroup.com
San Jose Municipal Utility customerservice@sanjoseca.gov
Saratoga Heights Mutual Water Company sjw@shmwc.org
SouthWest Water Company kcarlson@swwc.com
Stagecoach Mutual Water Company stagecoachroadMWC@gmail.com
Summit West rjonesPE@aol.com
Summit West board@summitwest.org
Town of Los Gatos Dir. of Public Works ppw@losgatosca.gov
Valley Water abaker@valleywater.org
Valley Water corellana@valleywater.org
Valley Water dtaylor@valleywater.org
WRATES rita_benton@ymail.com

SAN JOSE WATER COMPANY (U-168-W)

ADVICE LETTER 616 SERVICE LIST
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Staff Report 

In accordance with the District Act, District staff has prepared an annual report on the Protection and Augmentation of 
Water Supplies (PAWS), which was filed with the Clerk of the Board on February 28, 2025. 

The Report is the 54th annual report on the Santa Clara Valley Water District’s (Valley Water) activities in the protection 
and augmentation of the water supplies. This Report is prepared in accordance with the requirements of the District 
Act, section 26.5. The Report provides information on water requirements and water supply availability, and financial 
analysis of Valley Water’s water utility system. The financial analysis includes future capital improvement and 
maintenance requirements, operating requirements, financing methods and staff’s recommended groundwater 
production and other water charges by zone for fiscal year (FY) 2025-26. 

The PAWS Report can be found at www.valleywater.org. 

The Rate Setting Process 

According to Section 26.3 of the District Act, proceeds from groundwater production charges can be used for the 
following purposes: 

1. Pay for construction, operation and maintenance of imported water facilities
2. Pay for imported water purchases
3. Pay for constructing, maintaining and operating facilities which will conserve or distribute water

including facilities for groundwater recharge, surface distribution, and purification and treatment
4. Pay for debt incurred for purposes 1, 2 and 3.

This year, as in past years, staff has carefully evaluated the activities that can be paid for by groundwater production 
charges. The work of Valley Water is divided into projects. Every project has a detailed description including objectives, 
milestones, and an estimate of resources needed to deliver the project. To ensure compliance with the District Act, 
each project manager must justify whether or not groundwater production charges can be used to pay for the activities 
associated with their project. The financial analysis presented in the annual report is based on the financial forecasts 
for these vetted projects. 

Resolution 99-21 guides staff in the development of the overall pricing structure based on principles established in 
1971. The general approach is to charge the recipients of the various benefits for the benefits received. More 
specifically, pricing is structured to manage surface water, groundwater supplies and recycled water conjunctively to 
prevent the over use or under use of the groundwater basin. Consequently, staff is very careful to recommend pricing 
for groundwater production charges, treated water charges, surface water charges and recycled water charges that 
work in concert to achieve the effective use of available resources. 

This year’s rate setting process is being conducted consistent with Board Resolutions 99-21 and 12-10. The rate setting 
process for both groundwater and surface water is consistent with Proposition 26 requirements that the groundwater 
production and surface water charges are no more than necessary to cover reasonable costs and bear a fair or 
reasonable relationship to the rate payor’s burdens on or benefits received from the groundwater and surface water 
programs. The surface water charge setting process mirrors the process described in Proposition 218 for property- 
related fees for water services. As in the past, the Board will continue to hold public hearings and seek input from its 
advisory committees and the public before rendering a final decision on groundwater production and other water 
charges for FY 2025-26. 

Attachment 1 
Page 1 of 14

http://www.valleywater.org/
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Staff Recommendations 
 

Exhibit 1 shows the recommended groundwater production charges and other charges for FY 2025-26. 

Exhibit 1 Summary of Charges (Dollars Per Acre Foot, $/AF) 
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Staff proposes a 9.9% increase in the North County Zone W-2 Municipal and Industrial groundwater production charge 
from $2,229.00 per acre foot (AF) to $2,450.00/AF. Staff recommends maintaining the treated water surcharge on 
treated water delivered under the contracts with retail agencies at $115.00/AF, and maintaining the non-contract 
treated water surcharge at $200.00/AF. The proposal equates to a monthly bill increase for the average household of 
$7.60 or about 25 cents a day. 

 
In the South County Zone W-5, staff proposes a 7.9% increase in the M&I groundwater production charge from 
$579.00/AF to $624.50/AF. The proposal equates to a monthly bill increase for the average household of $1.58 or 
about 5 cents per day. 

 
In the South County Zone W-7, staff proposes a 11.2% increase in the M&I groundwater production charge from 
$750.50/AF to $834.50/AF. The proposal equates to a monthly bill increase for the average household of $2.89 or 
about 10 cents per day. 

In the South County Zone W-8, staff proposes an 8% increase in the M&I groundwater production charge from 
$430.00/AF to $464.00/AF. The proposal equates to a monthly bill increase for the average household of $1.18 or 
about 4 cents per day. 

 
Customers in both areas of North and South County may also experience additional charge increases enacted by their 
retail water providers. 

 
Staff proposes an 8% increase in the agricultural groundwater production charge, which would mean an increase from 
$39.80/AF to $43.00/AF. The proposed groundwater production charge equates to 9.25% of the lowest M&I rate (Zone 
W-8) and would translate to an increase of $0.53 per month per acre, assuming 2 (two) acre-feet of water usage per 
acre per year. 

Staff recommends a 9.9% increase to the surface water master charge from $61.00/AF to $67.00/AF to align revenues 
with the costs related to managing, operating and billing for surface water diversions. This increase results in a 9.9% 
increase in the overall North County municipal and industrial surface water charge, to $2,517.00/AF. For South County, 
the overall increases in the basic user charge and surface water master charge result in a total surface water charge for 
M&I water as follows: $691.50/AF, or an 8% increase for Zone W-5; $901.50/AF, or an 11.1% increase for Zone W-7; 
and $531.00/AF, or an 8.1% increase for Zone W-8. The total agricultural surface water charge in any zone represents 
up to a 9.1% increase at $110.00/AF. 

For recycled water, staff recommends increasing the M&I charge by 7.9% to $604.50/AF. For agricultural recycled 
water, the proposed increase is 4.6% to $73.35/AF. The increase maximizes cost recovery while concurrently providing 
an economic incentive to use recycled water. This pricing is consistent with the provisions of the “Wholesale-Retailer 
Agreement for Supply of Recycled Water Between Santa Clara Valley Water District and City of Gilroy.” The proposed 
rate changes maximize cost recovery while concurrently providing an economic incentive to use recycled water. 

 
The proposed groundwater production charges for FY 2025-26 are necessary to pay ongoing operations and 
maintenance of the existing water utility system, investments in water supply infrastructure rehabilitation and 
upgrades, and new water supply reliability investments. Valley Water remains in an era of investment driven by 
infrastructure rehabilitation needs and climate change. 

Staff recommends setting the State Water Project Tax at $28 million for FY 2025-26. This translates to a property tax bill 
for the average single-family residence of roughly $42.00 per year. Valley Water incurs an annual indebtedness to the 
State of California pursuant to its Water Supply Contract dated November 20, 1961. Such indebtedness is proportional 
to Valley Water’s allocation of water from the State Water Project and pays for construction, maintenance and 
operation of state water project infrastructure and facilities. Staff anticipates that Valley Water’s contractual 
indebtedness to the State under the State Water Supply Contract for FY 2025-26 will be at least $32.5 million. Staff’s 
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recommendation regarding the State Water Project tax is consistent with Valley Water’s past practice and with the 
approach of other water districts and agencies that maintain State Water Project supply contracts. 

 
Projections 

 
Exhibit 2 shows actual and projected District-managed water use. Water usage in FY 2023-24 was estimated at 
approximately 203,400 AF, which is roughly 4,000 AF lower than budgeted. For the current year, FY 2024-25, water use 
was budgeted at 222,400 AF, which reflected ongoing rebound from the recent drought. Rebound has not been as 
robust as anticipated, and for FY 2025-26, staff is projecting water usage of 219,000 AF which reflects a slight reduction 
when compared to the budgeted amount for FY 2024-25. 

 
Exhibit 2 District-managed Water Use Projection (1,000’s AF) 

 

 
 

Exhibit 3 shows key financial indicators with staff’s recommendation projected to FY 2030-31. The debt service 
coverage ratio, which is a ratio of revenue less operations expenses divided by annual debt service, is targeted at 2.0 or 
better which helps to ensure financial stability and continued high credit ratings keeping cost to borrow low. 
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 Adopted       

 Budget       

Base Case 2024–25 2025–26 2026–27 2027–28 2028–29 2029–30 2030–31 

No. County (W-2) M&I GWP charge ($/AF) $2,229 $2,450 $2,692.50 $2,959 $3,252 $3,574 $3,927.50 

Y-Y Growth % 12.9% 9.9% 9.9% 9.9% 9.9% 9.9% 9.9% 

So. County (W-5) M&I GWP charge ($/AF) $579 $624.50 $673.50 $727 $784.50 $846 $913 

Y-Y Growth % 6.6% 7.9% 7.9% 7.9% 7.9% 7.9% 7.9% 

So. County (W-7) M&I GWP charge ($/AF) $750.50 $834.50 $927.50 $1,031.50 $1,147 $1,275.50 $1,418.50 

Y-Y Growth % 14.2% 11.2% 11.2% 11.2% 11.2% 11.2% 11.2% 

So. County (W-8) M&I GWP charge ($/AF) $430 $464 $501 $541 $584.50 $631 $681.50 

Y-Y Growth % 8.0% 8.0% 8.0% 8.0% 8.0% 8.0% 8.0% 

Operating & Capital Reserve $62,727 $58,039 $62,287 $69,590 $75,217 $80,427 $84,782 

Supplemental Water Supply Reserve ($K) $5,277 $8,677 $12,077 $15,477 $18,877 $19,677 $19,877 

Drought Contingency Reserve ($K) $0 $1,000 $4,000 $8,000 $12,000 $16,000 $20,000 
Sr. Lien Debt Service Coverage Ratio (1.25 min) 2.02 2.04 2.14 2.13 2.21 2.33 2.36 
South County (Deficit)/Reserves ($K) $9,012 $5,713 $8,182 $9,201 $6,892 $8,195 $13,064 

 
 

A significant portion of the projected increases in the groundwater production charge are driven by the capital 
improvement program as shown in Exhibit 4. Around $9.8 billion in capital investments are planned for the next 10 
years. Approximately $1.7 billion is projected to be spent on the Anderson Dam Seismic Retrofit, which would improve 
public safety and restore operational capacity. Climate change has brought the need for new infrastructure 
investments. Planning work continues on efforts to build local storage through the Pacheco Reservoir Expansion Project 
and to expand the purified water program, which would provide new drought proof water supply. The Water Supply 
Master Plan 2050 that is nearly finished will shed more light on what infrastructure investments are recommended. The 
remaining portion of the capital program is primarily dedicated to asset management of Water Utility Enterprise 
facilities throughout the county. 

Over the next 10 years, operating outlays are projected to increase an average of 4.7% per year driven by: 1) the ramp 
up of payments associated with both the Delta Conveyance Project; and 2) the inclusion of the new B.F. Sisk Dam Raise 
Project at San Luis Reservoir. Operations cost increases are also driven by inflation including cost increases associated 
with employee salaries and benefits. Debt service is projected to rise from $98.5 million in FY 2025-26 to $329 million in 
FY 2034-35 as a result of periodic debt issuances to fund the capital program. 
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Exhibit 5 shows the groundwater production charge projection for the next 10 years and assumes a continuation of the 
level of service provided in FY 2024-25 and funding of the draft FY 2025-26 Capital Improvement Program (CIP). Note 
that there are initiatives and potential uncertainties that could result in the identification of additional capital or 
operations projects that are not reflected in the projection. 

 
Exhibit 5 10-Year Groundwater Charge Projection 

 

 

Exhibit 6 shows a comparison of the adjusted proposed groundwater production and treated water charges relative to 
the anticipated increases for the following similar agencies: Metropolitan Water District, Orange County Water District, 
San Diego County Water Authority, San Francisco PUC (Hetch Hetchy), and Zone 7. 
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Agency   % inc.   % inc.  

 FY 23 '23 to '24 FY 24 '24 to '25 FY 25 '25 to '26 FY 26 

SCVWD North W-2 (Groundwater prdctn per AF) 1 $1,724 14.5% $1,974 12.9% $2,229 9.9% $2,450 
SCVWD North W-2 (Treated Water per AF) 1 $1,839 13.6% $2,089 12.2% $2,344 9.4% $2,565 
SCVWD South W-5 (Groundwater prdctn per AF) 1 $513 5.9% $544 6.6% $579 6.6% $625 
SCVWD South W-7 (Groundwater prdctn per AF) 1 $583 12.9% $658 14.2% $751 14.2% $835 
SCVWD South W-8 (Groundwater prdctn per AF) 1 $369 8.0% $398 8.0% $430 7.9% $464 

        

Metropolitan WD (Untreated Water per AF)2 $1,011 5.9% $1,070 2.5% $1,097 7.6% $1,181 

Metropolitan WD (Treated Water per AF)2 $1,365 4.3% $1,423 11.0% $1,580 9.1% $1,725 

Orange County WD (Groundwater per AF) $558 11.8% $624 10.3% $688 3.3% $711 
San Diego County WA (Treated Water per AF)2 $1,937 10.8% $2,147 10.4% $2,369 11.7% $2,647 

San Francisco PUC (Treated Water per AF)3 $2,244 8.3% $2,430 8.0% $2,625 1.5% $2,663 

Zone 7 (Treated Water per AF)2 $1,798 3.1% $1,853 4.3% $1,932 1.2% $1,956 
1. Amounts may be rounded to the nearest dollar. 
2. MWD, SDCWA and Zone 7 rates based on calendar year (i.e., 2025 rate would be effective on 1/1/2025) 
3. SFPUC rate includes BAWSCA bond surcharge 

 

Exhibit 7 shows a comparison of the average monthly bill for several of Valley Water’s retail customers (e.g., San Jose 
Water Company, City of Santa Clara, City of Morgan Hill, and City of Gilroy) relative to Valley Water’s perennial list of 
retail agency comparators across the state. SCVWD retailer rates shown include the staff recommended increase for FY 
2025-26. North County and South County well owner rates are also shown, which exclude pumping costs (e.g., 
electricity) and well maintenance costs. 

 
Exhibit 7 Retail Agency Benchmarks 
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The cost-of-service analyses for FY 2025-26 are shown in Exhibit 8 for North County and Exhibit 9 for South County. The 
exhibits are laid out in a format that follows six industry standard rate making steps. 

1. Identify utility pricing objectives and constraints 
2. Identify revenue requirements 
3. Allocate costs to customer classes 
4. Reduce costs by revenue offsets or non-rate related funding sources 
5. Develop unit costs by customer class or net revenue requirements by customer class 
6. Develop unit rates by customer class 

 
Water Utility pricing objectives and constraints representing rate making step 1 are identified in Resolution 99-21, the 
District Act, Proposition 218, Proposition 26, and existing contracts. 

 
Step 2 includes identifying and segregating Water Utility Fund costs from Watershed and Administrative Funds and 
allocating Water Utility costs between zones W-2 (North County) and W-5, W-7, and W-8 (South County) according to 
benefits provided in each zone. Step 3 involves allocating costs by customer class either directly or based on water 
usage. Steps 4 and 5 result in unit costs by customer class after applying non-rate related offsets. 

Step 6 includes two adjustments. The first adjustment is the application of 1% ad valorem property taxes, to offset the 
costs of agricultural water in accordance with Board Resolution 99- 21, also known as the “Open Space Credit.” For FY 
2025-26, staff is not proposing a transfer of 1% ad valorem property taxes from the General Fund and the Watershed 
Stream Stewardship Fund into the Water Utility Fund due to true-up adjustments related to FY 2022-23, which have 
reduced the amount of Open Space Credit needed in FY 2025-26. 

 
The second adjustment involves reallocating a portion of the cost of treated water (or recycled water in the case of 
South County) to groundwater and surface water users. Treated and recycled water offsets the need to pump 
groundwater and therefore increases the volume of stored groundwater and improves reliability. The reallocation of a 
portion of the treated water cost for example represents the value of treated water to groundwater and surface water 
users and facilitates a pricing structure that prevents the over use of the groundwater basin. Preventing over use not 
only preserves groundwater for use in times of drought, but also prevents land subsidence or sinking of the land, which 
can cause serious infrastructure issues. 

Another aspect of the second adjustment is related to setting the basic user charge for surface water equal to the 
groundwater production charge. Surface water use is effectively in-lieu groundwater use permitted by Valley Water to 
help preserve the groundwater basin. As such, the costs related to preserving the groundwater basin provide value to 
surface water users because it makes available District surface water, which otherwise would only be used for 
groundwater recharge. Similarly, the costs related to providing surface water benefit groundwater users because 
surface water usage helps preserve the groundwater basin. The second adjustment reallocates costs between surface 
water and groundwater customers in order to set the basic user charge for surface water equal to the groundwater 
production charge in recognition of this conjunctive use relationship, and in accordance with board policy. A 2015 study 
was conducted by Raftelis Financial Consultants, Inc (RFC) that confirms the reasonableness of such an adjustment. The 
report titled “Report Documenting the Reasonableness of the Conjunctive Use Benefit of Surface Water and Recycled 
Water to Groundwater Customers” documents the support and justification for the water district’s cost of service 
methodology and can be found on Valley Water’s website. 
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FY 26 Projection ($ in Thousands) 
Zone W-2 

GW TW SW Total W-2 
M&I AG M&I M&I Ag  

1 Operating Outlays   

2 Operations/Operating Projects 67,184 600 142,323 1,073 0 211,180 
3 SWP Imported Water Costs 8,380 75 23,721 363 0 32,540 
4 Debt Service 24,413 220 73,644 287 0 98,564 
5 Total Operating Outlays Step 2- 99,978 895 239,688 1,723 0 342,284 

6 Capital & Transfers Identify   
7 Operating Transfers Out revenue 8,124 73 9,675 79 0 17,951 
8 Capital Outlays excl. carryforward reqmnts 69,293 624 237,146 660 0 307,724 
9 Total Capital & Transfers 77,417 697 246,822 739 0 325,675 

10 Total Annual Program Costs 177,395 1,593 486,510 2,462 0 667,959 

 
11 

 
Revenue Requirement Offsets Step 3 - Allocate costs to customer classes 

 

 
12 Capital Cost Recovery (4,465) (40) (5,318) (43) (0) (9,866) 
13 Debt Proceeds (48,855) (440) (167,200) (465) (0) (216,961) 
14 Inter-governmental Services (618) (6) (736) (6) (0) (1,366) 
15 SWP Property Tax (6,779) (61) (19,187) (293) (0) (26,320) 
16 South County Deficit/Reserve (3,519) (32) (4,191) (34) (0) (7,775) 
17 Interest Earnings Step 4- (3,214) (29) (3,828) (31) (0) (7,103) 
18 Inter-zone Interest Reduce costs 43 0 52 0 0 96 
19 Capital Contributions by revenue (310) (3) (369) (3) (0) (684) 
20 Transfers In offsets (3,392) (31) (4,040) (33) (0) (7,496) 
21 Other (751) (7) (760) (11) (0) (1,529) 
22 Reserve Requirements (10,301) (2) (23,448) (98) (0) (33,849) 
23 Adjusted Revenue Requirement (FY 26) 95,234 943 257,484 1,443 0 355,106 
24 Adjusted Revenue Requirement (FY 23 adj) 34,421 (9) 8,542 1,851 (77) 44,727 

25 Total Adjusted Revenue Requirement 129,655 934 266,026 3,294 (77) 399,832 
26 Volume (KAF) 72.2 0.7 85.9 0.7 0.0 159.4 

  

27 Revenue Requirement ($ per AF) $ 1,797 $ 1,437 $ 3,096 $ 4,706 $ (767,121) $ - 

 
28 

 
Adjustments for Agricultural Preservation 

Step 5 - Develop unit costs by customer class  

29 Allocate WU 1% Ad Valorem Prop Tax - (906) - - 77 (829) 
30 Transfer GF 1% Ad valorem Prop Tax - - - - - - 
31 Transfer WS 1% Ad Valorem Prop Tax - - - - - - 
32 Revenue Requirement ($ per AF) $ 1,797 $ 43 $ 3,096 $ 4,706 $ 110 $ - 

 
33 

Step 6 - Rate Design 
Adjustments to Facilitate Conjunctive Use 

  

34 Reallocate TW/SW/RW costs 47,127 - (45,595) (1,532) - 0 
35 Water Charge ($ per AF) $ 2,450.00 $ 43.00 $ 2,565.00 $ 2,517.00 $ 110.00 $ - 
36 Total Revenue ($K) $ 176,782 $ 28 $ 220,431 $ 1,762 $ 0 $ 399,003 
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FY 26 Projection ($ in Thousands) 
Zone W-5 

GW SW RW Total W-5 
M&I AG M&I AG M&I AG  

1 Operating Outlays     

2 Operations/Operating Projects 8,809 10,174 209 312 260 223 19,988 
3 SWP Imported Water Costs - - - - - - - 
4 Debt Service - - - - - - - 
5 Total Operating Outlays 

Step 2- 
Capital & Transfers Identify revenue 

8,809 10,174 209 312 260 223 19,988 

6        
7 Operating Transfers Out reqmnts - - - - - - - 
8 Capital Outlays excl. carryforward - - - - - - - 
9 Total Capital & Transfers - - - - - - - 
10 Total Annual Program Costs 8,809 10,174 209 312 260 223 19,988 

 
11 

 
Revenue Requirement Offsets 

 
Step 3 - Allocate costs to customer classes 

  

 
12 Capital Cost Recovery 2,329 2,721 35 52 838 718 6,694 
13 Debt Proceeds - - - - - - - 
14 Inter-governmental Services (34) (40) (1) (1) - - (75) 
15 SWP Property Tax (561) (656) (8) (13) (21) (18) (1,277) 
16 South County Deficit/Reserve 2,080 921 (14) 18 1,467 25 4,498 
17 Interest Earnings Step 4- - - - - - - - 
18 Inter-zone Interest Reduce costs by (30) (35) (0) (1) (1) (1) (69) 
19 Capital Contributions revenue offsets - - - - - - - 
20 Transfers In (44) (52) (1) (1) (2) (1) (101) 
21 Other (63) (74) (1) (1) (1) (1) (141) 
22 Reserve Requirements - - - - - - - 
23 Adjusted Revenue Requirement (FY 26) 12,485 12,961 220 366 2,540 945 29,517 
24 Adjusted Revenue Requirement (FY 23 adj) (1,531) (3,417) 25 (400) (1,438) (1,724) (8,485) 

25 Total Adjusted Revenue Requirement 10,954 9,543 246 (34) 1,102 (780) 21,032 
26 Volume (KAF) 18.7 21.9 0.3 0.4 0.7 0.6 42.6 

  

27 Revenue Requirement ($ per AF) $ 585 $ 437 $ 877 $ (80) $ 1,575 $ (1,299)  

 
28 

 
Adjustments for Agricultural Preservation 

 
Step 5 - Develop unit costs by customer class 

  

29 Allocate WU 1% Ad Valorem Prop Tax - (8,603) - 80 - 824 (7,700) 
30 Transfer GF 1% Ad valorem Prop Tax - - - - - - - 
31 Transfer WS 1% Ad Valorem Prop Tax - - - - - - - 
32 Revenue Requirement ($ per AF) $ 585 $ 43 $ 877 $ 110 $ 1,575 $ 73  

 
33 

Step 6 - Rate Design 
Adjustments to Facilitate Conjunctive Use 

    

34 Reallocate TW/SW/RW costs 731 - (52) - (679) - - 
35 Water Charge ($ per AF) $ 624.50 $ 43.00 $ 691.50 $ 110.00 $ 604.50 $ 73.35  

36 Total Revenue ($K) $11,685 $940 $194 $46 $423 $44 $13,332 
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FY 26 Projection ($ in Thousands) 
Zone W-7 

GW SW Total W-7 
M&I AG M&I AG  

1 Operating Outlays   

2 Operations/Operating Projects 7,581 1,826 163 240 9,810 
3 SWP Imported Water Costs - - - - - 
4 Debt Service - - - - - 
5 

 
6 

Total Operating Outlays 
Step 2- 

Capital & Transfers Identify revenue 

7,581 
- 
- 

1,826 
- 
- 

163 
- 
- 

240 
- 
- 

9,810 

 

7 Operating Transfers Out reqmnts - - - - - 
8 Capital Outlays excl. carryforward - - - - - 
9 Total Capital & Transfers - - - - - 

10 Total Annual Program Costs 7,581 1,826 163 240 9,810 

 
11 

 
Revenue Requirement Offsets Step 3 - Allocate costs to customer classes 

 
 

12 Capital Cost Recovery 2,457 625 15 23 3,121 
13 Debt Proceeds - - - - - 
14 Inter-governmental Services (60) (15) (0) (1) (76) 
15 SWP Property Tax (291) (74) (2) (3) (370) 
16 South County Deficit/Reserve 3,132 136 14 5 3,287 
17 Interest Earnings Step 4- - - - - - 
18 Inter-zone Interest Reduce costs by (20) (5) (0) (0) (26) 
19 Capital Contributions revenue offsets - - - - - 
20 Perchlorate Response (4) (1) (0) (0) (5) 
21 Other (23) (6) (0) (0) (29) 
22 Reserve Requirements - - - - - 
23 Adjusted Revenue Requirement (FY 26) 12,773 2,486 190 265 15,714 
24 Adjusted Revenue Requirement (FY 23 adj) (2,295) (678) (11) (273) (3,256) 

25 Total Adjusted Revenue Requirement 10,478 1,809 179 (8) 12,457 
26 Volume (KAF) 12.7 3.2 0.1 0.1 16.1 

  

27 Revenue Requirement ($ per AF) $ 826 $ 560 $ 2,238 $ (67)  

 
28 

 
Step 5 - Develop unit costs by customer 

 

29 Allocate WU 1% Ad Valorem Prop Tax - (1,670) - 21 (1,649) 
30 Transfer GF 1% Ad valorem Prop Tax - - - - - 
31 Transfer WS 1% Ad Valorem Prop Tax - - - - - 
32 Revenue Requirement ($ per AF) $ 826 $ 43 $ 2,238 $ 110  

 
33 

Step 6 - Rate Design 
Adjustments to Facilitate Conjunctive Use 

  

34 Reallocate TW/SW/RW costs 107 - (107) - - 
35 Water Charge ($ per AF) $ 834.50 $ 43.00 $ 901.50 $ 110.00  

36 Total Revenue ($K) $10,585 $139 $72 $13 $10,809 
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FY 26 Projection ($ in Thousands) 

Zone W-8 
GW SW Total W-8 

M&I AG M&I AG  
1 Operating Outlays   
2 Operations/Operating Projects 215 244 20 29 508 
3 SWP Imported Water Costs - - - - - 
4 Debt Service - - - - - 
5 

 
6 

Total Operating Outlays 
Step 2- 

Capital & Transfers Identify revenue 

215 
- 
- 

244 
- 
- 

20 
- 
- 

29 
- 
- 

508 

 

7 Operating Transfers Out reqmnts - - - - - 
8 Capital Outlays excl. carryforward - - - - - 
9 Total Capital & Transfers - - - - - 

10 Total Annual Program Costs 215 244 20 29 508 

 
11 

 
Revenue Requirement Offsets Step 3 - Allocate costs to customer classes 

 
 

12 Capital Cost Recovery 22 24 2 3 52 
13 Debt Proceeds - - - - - 
14 Inter-governmental Services (0) (0) (0) (0) (0) 
15 SWP Property Tax (14) (16) (2) (2) (34) 
16 South County Deficit/Reserve (31) 18 (0) 3 (11) 
17 Interest Earnings Step 4- - - - - - 
18 Inter-zone Interest Reduce costs by (1) (1) (0) (0) (1) 
19 Capital Contributions revenue offsets - - - - - 
20 Perchlorate Response (2) (2) (0) (0) (5) 
21 Other (1) (1) (0) (0) (2) 
22 Reserve Requirements - - - - - 
23 Adjusted Revenue Requirement (FY 26) 189 266 20 33 507 
24 Adjusted Revenue Requirement (FY 23 adj) (17) (9) 2 (42) (65) 

25 Total Adjusted Revenue Requirement 172 258 22 (9) 442 
26 Volume (KAF) 0.4 0.4 0.0 0.1 0.9 

  

27 Revenue Requirement ($ per AF) $ 462 $ 612 $ 545 $ (150)  

 
28 

 
Step 5 - Develop unit costs by customer class 

 

29 Allocate WU 1% Ad Valorem Prop Tax - (239) - 16 (224) 
30 Transfer GF 1% Ad valorem Prop Tax - - - - - 
31 Transfer WS 1% Ad Valorem Prop Tax - - - - - 
32 Revenue Requirement ($ per AF) $ 462 $ 43 $ 545 $ 110  

 
33 

Step 6 - Rate Design 
Adjustments to Facilitate Conjunctive Use 

  

34 Reallocate TW/SW/RW costs 1 - (1) - - 
35 Water Charge ($ per AF) $ 464.00 $ 43.00 $ 531.00 $ 110.00  

36 Total Revenue ($K) $172 $18 $21 $7 $218 
 

Total 
South County 

 

 
 

30,307 
 

- 
 

- 
30,307 

 
 

 

- 
 

- 
- 

30,307 
 
 

 

9,866 
 

- 
 

(152) 
 

(1,680) 
 

7,775 
 

- 
 

(96) 
 

- 
 

(110) 
 

(172) 
 

- 
45,738 

(11,806) 

33,932 
59.6 

 

 

 
 

 

(9,573) 
 

- 
 

- 
 

 
 

 

- 
 

$24,359 
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Open Space Credit 
 

The District Act limits agricultural groundwater production charges to a maximum of 25% of the M&I groundwater 
production charges. Current board policy adds an “open space” credit to agricultural revenues. The purpose of the 
credit is to preserve the open space benefits provided by agricultural lands by keeping agricultural groundwater 
production charges low. While the Supreme Court found Proposition 218 inapplicable to groundwater production 
charges, the Court determined that Proposition 26 does apply, which means that in order for the groundwater 
production charge to qualify as a nontax fee, costs to end users must be proportional such that one class of users is not 
subsidizing another. 

The agricultural community currently benefits from low groundwater charges that are 1.8% of M&I charges in North 
County Zone W-2, 6.9% of M&I charges in South County Zone W-5, and 5.2% of M&I charges in South County Zone W-7. 
The current FY 2024-25 agricultural groundwater production charge is $39.80/AF, or 9.25% of the South County Zone 
W-8 M&I charge of $430/AF. The FY 2025-26 proposed agricultural groundwater production charge is 9.25% of M&I for 
Zone W-8, or an increase from $39.80/AF in FY 2024-25 to $43.00/AF in FY 2025-26, translating to an increase of up to 
$0.53 per month per acre, assuming 2 (two) acre-feet of water usage per acre per year. 

The credit to agricultural water users has become known as an “Open Space Credit.” It is paid for by fungible, non-rate 
related revenue. To offset lost revenue that results from the difference between the adopted agricultural groundwater 
production charge and the agricultural charge that would have resulted at the full cost of service, Valley Water 
redirects a portion of the 1% ad valorem property taxes generated in the Water Utility, General and Watershed Stream 
Stewardship Funds. 

 
To comply with the current agricultural groundwater production charge setting policy, staff recommends the open 
space credit received by South County be $9.6 million in FY 2025-26 (funded by 1% ad valorem property taxes). This 
incorporates an adjustment that reconciles FY 2022-23 actuals against what was projected for that year. The $9.6 
million is comprised of a $7.4 million transfer from North County Water Utility 1% ad valorem property taxes, a $2.2 
million contribution from South County Water Utility 1% ad valorem property taxes. As shown in Exhibit 10, the Open 
Space Credit is projected to grow to $31.0 million by FY 2034-35. 

 
Exhibit 10 Open Space Credit Trend 
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Hearings and Meetings Schedule 
 

Exhibit 11 presents the schedule for the annual groundwater production charge setting process. 
 

Exhibit 11 Hearings and Meetings Schedule – 2025 
 

Date Hearing/Meeting 
January 7 Agricultural Water Advisory Committee Meeting 
January 14 Board Meeting: Preliminary Groundwater Charge Analysis 
January 15 Water Retailers Meeting: Preliminary Groundwater Charge Analysis 
January 22 Water Commission Meeting: Prelim Groundwater Charge Analysis 
February 13 Board Meeting: Set time and place of Public Hearing 
February 28 Mail notice of public hearing and file PAWS report 
March 11 Board Meeting: Budget development update 
March 19 Water Retailers Meeting: FY 26 Groundwater Charge Recommendation 
April 7 Agricultural Water Advisory Committee Meeting 
April 8 Open Public Hearing 
April 9 Water Commission Meeting 
April 23-24 Board Meeting: Budget work study session 
April 25 Continue Public Hearing (Informational Open House with South County focus) * 
May 16 Conclude Public Hearing * 
May 27 Adopt Biennial Budget & Groundwater Production and Other Water Charges 

 * Rescheduled and pending Board approval at time of publication. 
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Para más información en cómo este cambio impactará su factura, llame al (408) 279‐7900.  
 

NOTICE OF ADVICE LETTER FILING 
SAN JOSE WATER COMPANY’S FILING TO INCREASE WATER RATES 

ADVICE LETTER 616 
   

Effective  July  1,  2025,  Valley  Water,  the  wholesale  water  supply  agency  to  San  Jose  Water 
Company (SJWC), will increase rates for purchased water and groundwater extraction fees charged 
to SJWC.  If the CPUC approves this advice letter, effective July 1, 2025, rates will be recalculated to 
reflect actual water consumption in 2025.  This will increase your bill.  
 
Why is SJWC requesting this increase? 
SJWC pays fees to pump groundwater and to purchase treated water from Valley Water.  On May 
27, 2025, Valley Water voted to increase wholesale water charges by $221 per acre‐foot of water 
effective July 1, 2025, through June 30, 2026.  SJWC purchases over 90% of its water supply from 
Valley Water  and delivers  it  to homes  and businesses.   The  cost of  this water  supply  is passed 
through  to  customers  at  cost.    SJWC  is  filing  Advice  Letter  616  to  recover  the  pass‐through 
increase. 
 
How could this affect my water bill?  
If  SJWC’s  rate  request  is  approved  by  the  CPUC,  the  monthly  bill  for  the  typical  residential 
customer with  a  3/4‐inch meter  using  10  Ccf  (1  Ccf  =  748  gallons)  per month would  increase 
starting July 1, 2025, by approximately $4.90 (or 3.76%) from $130.28 at present rates to $135.18.  
This amount will be reflected on customers’ bills through the quantity charges as shown below.  A 
comparison of  the  current and  the proposed quantity  rate  changes and monthly  service  charge 
changes are as follows:  
 
Quantity Rate Changes        
Tariff Schedules No. 1.   General Metered Service, Schedule No. 1B General Metered Service with 
Fire Sprinkler System and Schedule No. 1C General Metered Service, Mountain District 
 

  Current Quantity 
Rate Per Ccf 

Proposed Quantity 
Rate Per Ccf 

Residential Customers     

    Tier 1:  For Monthly Usage from 0‐6 Ccf  $4.4270  $4.6022 

    Tier 2:  For Monthly Usage from 6‐12 Ccf  $6.6074  $6.8690 

    Tier 3:  For Monthly Usage over 12 Ccf  $12.6201  $13.1198 

All Other Customers     

    Quantity Rate  $6.6074  $6.8690 

 
 
 
 
 
 
 
 
 



 
 
 
Tariff Schedule RW ‐ Raw Water Metered Service  

Current Quantity Rate 
per Ccf 

Proposed Quantity Rate 
per Ccf 

$6.3434  $6.6050 

Tariff Schedule RCW ‐ Recycled Water Metered Service 

Current Quantity Rate 
per Ccf 

Proposed Quantity Rate 
per Ccf 

$6.1023  $6.3639 

 
Monthly Service Charge Changes  
Current and Proposed Monthly service charge Increase by Meter size 

Meter Size  Current Rates 

 July 1,  
2025 
 Rates 

 
 

$ Increase  % Increase 

5/8 x 3/4‐inch  $70.11  $72.88  $2.77  3.95% 

3/4‐inch   $70.11  $72.88  $2.77  3.95% 

1‐inch  $116.85  $121.49  $4.64  3.97% 

1 1/2‐inch  $233.70  $242.97  $9.27  3.97% 

2‐inch  $373.92  $388.76  $14.84  3.97% 

3‐inch  $701.11  $728.93  $27.82  3.97% 

4‐inch  $1,168.51  $1,214.88  $46.37  3.97% 

6‐inch  $2,337.02  $2,429.76  $92.74  3.97% 

8‐inch  $3,739.23  $3,887.61  $148.38  3.97% 

10‐inch  $5,375.14  $5,588.43  $213.29  3.97% 

 
 
How does the rest of this process work?  
This advice letter will be reviewed by staff in the Water Division of the CPUC. They will determine if 
the request is reasonable or if modifications are necessary. 
 
Protests and Responses to Advice Letter 616 
Please include “Advice Letter 616” in any response or protest you submit. Protests must be made 
by June 9, 2025. 
 
The reasons for the protest can be one of the following:  
 

1) The utility did not properly serve or give notice of the advice letter; 
2) The  relief  requested  in  the  advice  letter would  violate  statute  or  CPUC  order,  or  is  not 

authorized by statute or CPUC order on which the utility relies; 
3) The analysis, calculations, or data in the advice letter contain material error or omissions; 
4) The relief requested in the advice letter is pending before the CPUC in a formal proceeding;  
5) The  relief  requested  in  the advice  letter  requires  consideration  in a  formal hearing, or  is 

otherwise inappropriate for the advice letter process; or 
6) The relief requested in the advice letter is unjust, unreasonable, or discriminatory (provided 

that such a protest may not be made where it would require re‐litigating a prior order of the 
CPUC). 

 
If you would like to submit a protest or response about this advice letter, please write to:  
 



 
 
 
California Public Utilities Commission 
Water Division, 3rd Floor 
505 Van Ness Avenue, San Francisco, CA 94102 
Email: Water.Division@cpuc.ca.gov 

 
On the same date the response or protest  is submitted to the Water Division, the respondent or 
protestant shall send a copy by mail (or e‐mail) to SJWC at the following address:    
 

San Jose Water Company 
  Attn:  Regulatory Affairs 
  110 W. Taylor Street 
  San Jose, CA 95110 
  regulatoryaffairs@sjwater.com 
               
Where can I get more information?  
Customers with  internet  access may  view  and download  SJWC’s  advice  letter on  its website by 
visiting  www.sjwater.com/filings‐cpuc.  If  you  have  technical  issues  accessing  the  documents 
through  the website,  please  e‐mail  regulatoryaffairs@sjwater.com  for  assistance  and  reference 
Advice Letter 616 in your e‐mail.  
  
To  request a hard copy of SJWC’s advice  letter, or  to obtain more  information about  the advice 
letter from SJWC, please write to:  
  

San Jose Water Company 
Attention: Regulatory Affairs 
Advice Letter 609 
110 W. Taylor Street 
San Jose, CA  95110 
regulatoryaffairs@sjwater.com 
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