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LAS VEGAS VALLEY WATER DISTRICT 
Rates and Rules Citizens Advisory Committee 

 

Recommendations Report 
 
 

Executive Summary 
 

The Las Vegas Valley Water District (LVVWD) provides water service to more than 1.2 million 
people in Southern Nevada. Its responsibilities include constructing and maintaining the facilities 
necessary to meet the water demands within its service area. 
 
Since 2008, when its tiered water rates were last increased, the LVVWD’s service area has 
undergone considerable changes and weathered an economic recession. In more recent years, 
development within the LVVWD’s service area has begun to return to normal levels. With 
previously-deferred projects related to infrastructure management arising in the near future, as 
well as the need for facilities necessary to accommodate new services, the LVVWD sought 
community input to update its Service Rules and evaluate water rates. 
 
The LVVWD has an established tradition of seeking community input on LVVWD-related initiatives 
with community impacts, and often uses advisory committees to seek recommendations to guide 
decision-making.  Previous committees have made recommendations related to achieving 
conservation targets through rate setting, maintaining the lifeline water rate and adjusting rate 
thresholds. 
 
On February 2, 2016, the LVVWD Board of Directors convened a new advisory committee to 
evaluate organizational initiatives and make recommendations regarding LVVWD Service Rules and 
water rates.  The committee met nine times between February 17, 2016 and October 20, 2016, 
completing a process that consisted of education on LVVWD Service Rules, asset management and 
backflow prevention; evaluation of rate structure scenarios; and formulation of recommendations. 
 
This report summarizes the activities and results of the committee process.  Section I is an overview 
of the committee process.  Section II reviews committee discussion topics. Section III provides the 
committee’s 11 recommendations. 
 
 

I. Advisory Committee Process 
 

To coordinate and manage committee meetings, the LVVWD retained an independent, neutral 
facilitator, Lewis Michaelson of Katz & Associates, San Diego, California.  Mr. Michaelson was 
responsible for encouraging dialogue and interaction among committee members, ensuring all 
perspectives were heard and considered, and suggesting appropriate process tools to assist the 
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committee members in problem-solving and other aspects of their deliberations.  Members worked 
together to identify positions that were generally acceptable to the committee as a whole. 
 
The committee consisted of nine (9) members selected by the LVVWD Board of Directors to represent 
diverse stakeholder groups within the District’s service area.  Below is a list of the committee members 
and the stakeholder groups they represented. 
 

Committee Membership Stakeholder Group 
Ken Evans Urban Chamber 
Jennifer Lewis Development 
Paul Moradkhan  Business 
Terry Murphy Ratepayers 
Phil Ralston Industrial/Commercial Business 
John Restrepo Economist 
Virginia Valentine Hospitality/Gaming 
Howard Watts III Environmental 
Nancy Wong Ratepayers 

 
To encourage public involvement, committee meetings were publicly posted in accordance with 
Nevada’s Open Meeting Law.  Presentations, audio recordings and written meeting summaries are 
available on www.lvvwd.com. 

 
 

II. Discussion Topics 
 
The committee process included an analysis of three major aspects of the LVVWD: its Service Rules, 
which outline how the LVVWD does business with its customers, its capital needs over the next 10 
years, and its rates and fees, which fund the LVVWD’s capital and operational activities. 
 
To lay the foundation, the committee received information on the LVVWD’s history, major 
responsibilities, governance, service area, water deliveries, system assets, and sources and uses of 
funds. The committee also evaluated how the Service Rules defined the roles between the customer 
and utility, and how the current environment can influence the Service Rules. 
 
Many LVVWD rates and fees, such as the Facility Connection Charge and tiered water rates, have not 
been increased since 2007/2008, largely in response to significant downward economic pressure that 
affected much of Southern Nevada between 2008 and 2012. Today, the LVVWD requires more than 
$600 million over the next 10 years to maintain its water system, comply with state-mandated water 
quality regulations, and construct facilities to meet new system demands. 
 
Addressing Issues of Equity in the Service Rules 
Periodic evaluations of the LVVWD’s Service Rules are important to improve processes by considering 
industry best practices, responding to changing conditions, improving customer understanding and 
promoting efficiencies. The last time the LVVWD Service Rules received a major update was in 2005, 
when the LVVWD’s service area expanded rapidly. 
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The committee discussed the current practices and challenges associated with inactive services, the 
delinquency process, the recording of liens, and facility connection credits to ensure that incurred 
costs are fair and borne appropriately by those that utilize those services or generate the costs. 
 
Special Rate Classes 
The committee considered other circumstances within Southern Nevada that may warrant a special 
rate class, such as lifeline rates, community gardens and manmade lakes. After considering issues of 
equity and potential revenue, the committee unanimously opted to not make any recommendations 
for those classes. 
 
Aging Infrastructure 
The District’s water system requires continual reinvestment to maintain safe and reliable water 
delivery service. Because of ongoing proactive maintenance practices, the community’s water system 
is in generally stable condition.  However, various components are more than 50 years old and in need 
of replacement or repair as they near the end of their useful service lives. 
 
Over the next few decades, the water system will require significant maintenance and/or replacement 
efforts to address aging infrastructure, including leaking water pipes and service laterals.  The 
committee evaluated the risk of not addressing needed asset management projects and risking service 
interruptions or infrastructure failures. With the understanding that the community relies upon 
reliable water service, the committee supported the LVVWD’s efforts in prioritizing asset management 
projects and maintaining reliable water service. 
 
Meeting System Demands 
The LVVWD continually assesses the needs of its service area and constructs new facilities to manage 
system demands. In many cases, developers propose new developments earlier than the LVVWD had 
planned to improve the area. In these cases - when development has significant impacts on capacity 
or opens up a new area of the distribution system - the LVVWD works with developers to recover the 
costs of design and construction of new facilities, and enters into a Developer Agreement, where cost-
sharing activities are memorialized. Developers also participate in funding new facilities through 
established fees and charges related to the administration of plan approvals, inspections, installations 
and connections. The committee evaluated the consolidation of some developer fees. 
 
Within the committee’s 10-year planning horizon, it is expected that new facilities will be constructed 
to support new system demands, and the committee evaluated how developers participate in funding 
new facilities. The committee considered how Facility Connection Charges helped fund new facilities, 
but recognized the volatility of the revenue source. The committee also recognized that the charge 
has not been increased since 2007, despite other variable costs increasing, such as the cost of 
construction materials and labor.  
 
Water Quality Issues 
Maintaining a safe water supply is a priority and the principal responsibility for the LVVWD. To maintain 
compliance with a state mandate, the LVVWD requires approximately $10 million annually in new 
capital to retrofit existing meters with backflow prevention assemblies. When installed, backflow 
devices protect customers from water flow reversal back into the municipal system. Nevada state code 
requires all meters (other than single-family residential uses) be equipped with a backflow prevention 



LVVWD Rates and Rules Citizens Advisory Committee Recommendations Report                                       Page 6 of 15 
 

device. Approximately 40 percent of LVVWD meters are already equipped with a backflow device and 
the LVVWD requires additional funding to make progress on the remaining meters. 
 
Financing Capital Expenditures 
The committee discussed options for the LVVWD to fund future capital needs, including paying cash, 
issuing debt, or a combination of the two. During rate modeling evaluations, the committee found that 
paying cash for millions of dollars in construction projects would result in large and potentially volatile 
increases to water bills, while financing at least a portion of capital needs keeps rates lower as the debt 
is spread out over time.  Also considered by the committee was the notion that financing capital 
projects is generally a standard practice for public water utilities and helps broaden the rate base for 
customers who would benefit from infrastructure with a useful life ranging between 50 to 100 years. 
 
Maintaining Revenue Stability 
Another issue that the committee spent considerable time discussing was the concept of long-term 
revenue stability and addressing volatile revenue sources, such as Facility Connection Charges. The 
committee recognized the LVVWD’s recently-approved Reserve Policy, which establishes a target fund 
balance based upon four components that work together to maintain adequate reserves and help 
mitigate risks of unforeseen events. 
 
As the committee considered different rate scenarios, they evaluated what the appropriate length of 
time should be to fully fund the reserve, and reviewed rate models to reach the target in both 5 and 
10 years. They also evaluated scenarios that did not include revenue from Facility Connection Charges 
to meet long-term obligations, but ultimately concluded that Connection Charge revenue should be 
included in the model to fund new facilities. 
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III. Recommendations 
 
After careful evaluation of the issues and options, the Committee reached consensus on several 
recommendations.  As a result of its deliberations, the committee proposes the following 11 
recommendations for consideration by the LVVWD Board of Directors.  
 

SERVICE RULE EQUITY 
  

1.  Implement a $10 turn-on fee to activate service. 
Currently, the LVVWD does not charge customers for turning on service; however, the LVVWD 
responds to more than 800,000 requests to turn on and shut off services each year. The 
committee proposed a $10 turn-on fee to better reflect the cost to provide this service. 
 

2. Charge delinquent customers for third-party costs related to recording and releasing liens. 
The LVVWD does not recoup the costs it incurs from recording or releasing a lien. It costs $19 to 
record a lien, $19 to release the lien and incurs 4 percent tax roll costs. The committee agreed 
that quantifiable third-party costs (recording and releasing the lien, and tax roll), should be 
recovered from the delinquent customer. 

 
SERVICE RULE CLARIFICATIONS 

 
3. Approve proposed revisions to LVVWD Service Rules, which incorporate the Advisory Committee’s 

recommendations to clarify definitions and improve usability. 
The LVVWD Service Rules have not received a major review and update in more than 10 years. 
Clarifying and further defining terms will help improve understanding from LVVWD customers. 
Additionally, the consolidation of all LVVWD rates and charges into one appendix, rather than 
listed throughout the document, will be helpful for customers seeking specific fees and charges. 
 

4. Codify the current practice of offering redevelopment credits and update the Service Rules to 
explain how credits are offered. 
The LVVWD maintains a practice to offer credits to developers for existing meters when they 
submit plans for new development. These credits include the connection fees that support the 
construction of major infrastructure.  The committee considered the options of codifying the 
existing practice of giving the credit back, crediting only the amount paid or crediting the amount 
paid at present value.  Ultimately, the committee agreed to make no changes to the existing 
practice, but to formally memorialize it in the LVVWD’s Service Rules.  No new revenue will be 
generated as a result of this recommendation, only clarification within the Service Rules. 
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UPDATES TO REFLECT CURRENT CONDITIONS 
 

5. Maintain existing Oversizing Charge rates and remove the non-oversizing area. 
“Oversizing” or increasing the diameter of pipelines provides additional capacity for future demand 
and minimizes future construction in developed areas. The committee discussed oversizing fees, 
specifically how and where they are applied throughout the District service area and how they are 
governed by the Service Rules. Oversizing fees have not been updated since their implementation 
in 1992 and are currently limited to areas that were defined when the water system was growing 
in new areas. Because development is no longer limited to previously-undeveloped land on the 
valley’s perimeter as new infill projects take place, the committee was asked to consider whether 
the Service Rules should be revised to apply oversizing fees valley-wide to ensure that 
development currently excluded from redevelopment fees see the benefits of oversizing and 
bolstering activities. The committee also considered the possibility of changing the oversizing fees.  
Ultimately, the committee concluded that the non-oversizing area should be removed, but not to 
increase the existing oversizing fees.   

 
6. Maintain existing Backflow Service Charge rates and implement the Backflow Service Charge to 

customers requiring installation of a backflow device. 
The committee found that protecting water quality is an important initiative and supported an 
accelerated backflow installation program. To fund the shortfall, the committee considered three 
options: Increasing the backflow service charge for existing customers; charging the backflow 
service charge to those who need backflow protection but don’t currently have a device; and 
funding the shortfall through water rates. Ultimately, the committee recommended no increases 
to existing backflow fees, but implementing the charge to all customers needing a device. 

 
7. Phase-in a 30 percent increase to the Facility Connection Charge over four years, and increase it 

annually based on the Engineering News Record Construction Cost Index (ENR) thereafter. 
Facility Connection Charges are assessed to each new service to offset the costs of the facilities 
and assets needed to support new connections. Facility Connection Charges have not been 
adjusted since 2007.  The committee agreed that Facility Connection Charges should increase by 
30 percent, which will be phased in over four years (at 7.5 percent per year) beginning in 20171.  
Thereafter, Facility Connection Charges will increase annually by the ENR Construction Cost Index.   

 
ADDRESS ISSUES OF REVENUE STABILITY 
 
8. If Facility Connection Charges exceed $5 million annually, dedicate the excess amount toward 

achieving the reserve target. 
To mitigate the volatility of Facility Connection Charge revenue, the committee recommended 
establishing a threshold of $5 million in annual collections when budgeting revenues. Revenues 
earned in excess of $5 million should be used first to fund reserves in an effort to expedite meeting 
the fund reserve target. 

 
  

                                                           
1 Between January 2007 and March 2016, the ENR Construction Cost index increased by 30 percent. 
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9. Increase the tiered water rates and service charge by three percent for two years. 
 The committee spent considerable time evaluating rate models, and evaluated 15 rate model 

scenarios that considered different variables such as when the rate was implemented, how quickly 
the reserve target was achieved, how capital was financed, and how the Facility Connection Charge 
was increased. Ultimately, the committee found the rate model best suited for the community, 
while still meeting LVVWD’s future revenue needs, was one based on the following objectives: 

 
- Fund one-half of the LVVWD’s 10-year capital needs by issuing debt 
- Fully fund the reserve target in 10 years 
- Phase the Facility Connection Charge increases over four years  
- Implement the rate increase earlier to avoid unnecessary rate shock in later years. 

 
10. After the first two years, increase the water rates and Service Charge annually in accordance with 

the Consumer Price Index (CPI), with the increase not exceeding 4.5 percent or falling below 1.5 
percent. The specific index recommended was the Consumer Price Index, All Items, All Urban 
Customers (CPI-U), Pacific Cities, West Size Class A. 

 The committee recognized the volatility of tying water rate increases to economic indexes and 
considered methods to reduce the volatility while ensuring rate increases reflected actual costs. 
After reviewing historic trends, the committee recommended bracketing the CPI-indexed rate 
adjustment to ensure that rates and charges do not increase by more than 4.5 percent or less than 
1.5 percent in any given year. 

 
11. Use advisory committees as needed to evaluate future rate changes and funding strategies. 

The committee discussed recommending a revenue review mechanism to ensure that the 
approved rates were performing as modeled. The committee discussed what factors should trigger 
future rate reviews, such as: achieving the Reserve Target earlier than scheduled; a significant 
increase or decrease in CPI; or a set time frame.  Ultimately, the committee concluded that future 
conditions would determine the need for an advisory committee and did not define specific 
triggers. The committee supports using public processes to consider rate adjustments in the 
future. 
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APPENDIX A 
 

2016 Rates and Rules Citizen Advisory Committee Meeting Synopsis 
 

The following provides a brief synopsis of discussion topics for each committee meeting.  A summary 
was developed for each meeting and is available on www.lvvwd.com or by contacting the LVVWD. 

 
Meeting 1 – February 17, 2016: Introduction of committee members, facilitator and key LVVWD staff.  
Review Committee purpose, process and principles of participation. Overview of LVVWD activities 
and operations. 
 
Meeting 2 – March 30, 2016:  Overview of the LVVWD water system and Service Rules.   
 
Meeting 3 – April 27, 2016: Discussion of Service Rules issues, LVVWD capital planning efforts, and 
new facility funding. 
 
Meeting 4 – May 25, 2016:  Discussion of LVVWD’s 10-year capital projections, including new 
facilities, asset management and Backflow Prevention Program. 
 
Meeting 5 – June 08, 2016:  Overview of LVVWD uses of funds and rate structure. Discussion of rate-
setting considerations and rate model assumptions. 
 
Facility Tour – June 10, 2016: Tour of the District’s SCADA operations, large meter vault and backflow 
prevention, reservoir, well site, and service line replacements. 
 
Meeting 6 – June 22, 2016: Review rate assumptions and sample customers. Review and discuss 
revenue requirements and rate scenarios 1 through 4. 
 
Meeting 7 – July 20, 2016: Review and discuss funding scenarios, propose new scenarios, and receive 
and discuss a community outreach presentation. 
 
Meeting 8 – September 21, 2016: Discuss outreach presentations, review rate models, propose 
revisions to the District’s Service Rules, and make final recommendations. 
 
Meeting 9 – October 20, 2016: Consider final recommendations report. 

 

  

http://www.lvvwd.com/
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APPENDIX B 
 

Approved Rate Model 
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APPENDIX C 
 

Projected Average Monthly Bills for Sample Customers 
 

Customer 
Current 
2017 Bill 

2017 2018 2019 2020 

5/8” Single Family Residential - Typical      $42.87       $43.62          $45.63           $46.35         $47.08  

5/8” Single Family Residential - High         119.24          122.02          126.15           128.64         131.12  

1” Single Family Residential - Typical         142.41          145.10          150.33           152.83         155.33  

1” Single Family Residential – High         520.43          533.39          549.10           560.46         571.83  

High Rise (Residential) 12,468.16 12,683.22 13,089.38 13,286.05 13,483.12 

Office Park 1,867.32 1,890.79 1,920.36 1,941.12 1,961.90 

Restaurant 2,015.24 2,045.26 2,085.81 2,112.90 2,140.02 

Retail Complex (Enclosed) 25,025.53 25,563.49 26,296.41 26,782.21 27,268.35 

School 14,172.98 14,478.10 14,862.18 15,135.92 15,409.79 

Municipal Park 9,130.97 9,312.31 9,569.54 9,733.62 9,897.88 

Hospital 29,322.66 29,978.42 30,799.45 31,387.50 31,975.82 

Locals Hotel 27,563.54 28,094.69 28,929.54 29,410.94 29,892.93 

Shopping Center 7,258.55 7,397.44 7,596.81 7,722.79 7,848.90 

Apartment Complex 11,746.51 12,041.75 12,380.54 12,638.70 12,896.95 

Warehouse 515.04 515.61 518.51 519.03 519.57 

Downtown Hotel 10,986.93 11,185.99 11,502.74 11,683.73 11,865.03 
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APPENDIX D 
 

Tiered Water Rates 
Per 1,000 Gallons 

 TODAY 2017 2018 2019* 2020* 2021* 

Tier 1  $      1.16   $      1.19   $      1.23   $      1.26   $      1.29   $      1.32  

Tier 2           2.08            2.14            2.20            2.26            2.32            2.38  

Tier 3           3.09            3.18            3.28            3.36            3.44            3.53  

Tier 4           4.58            4.72            4.86            4.98            5.10            5.23  

 
 

Service Charge 

 TODAY 2017 2018 2019* 2020* 2021* 
5/8“ 

30-Day  
 $     0.3355  

    $10.07 
 $     0.3456 

    $10.37 
 $      0.3560  

     $10.68 
 $     0.3649 

    $10.95 
 $      0.3740 

     $11.22 
 $      0.3834 

     $11.50 

3/4"      0.3863       0.3979       0.4098       0.4200       0.4305       0.4413  

1"      0.4880       0.5026       0.5177       0.5306       0.5439       0.5575  

1.5"      0.7419       0.7642       0.7871       0.8068       0.8270       0.8477  

2"      1.0472       1.0786       1.1110       1.1388       1.1673       1.1965  

3"      1.8609       1.9167       1.9742       2.0236       2.0742       2.1261  

4"      2.7761       2.8594       2.9452       3.0188       3.0943       3.1717  

6"      5.3186       5.4782       5.6425       5.7836       5.9282       6.0764  

8"      8.3696       8.6207       8.8793       9.1013       9.3288       9.5620  

10"    11.9289     12.2868     12.6554     12.9718     13.2961     13.6285  

12"    17.5224     18.0481     18.5895     19.0542     19.5306     20.0189  

*The Advisory Committee recommended that the tiered water rates and service charge would increase by 3 percent 
in 2017 and again in 2018. In 2019 and thereafter, water rates and service charges would be adjusted for inflation 
according to the CPI (collared between 1.5 percent and 4.5 percent). For modeling purposes, CPI was estimated at 
2.5 percent.    
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APPENDIX E 
 

Model Assumptions and Rate Model Scenarios 
 
LVVWD staff initially prepared eight rate scenarios for the committee’s consideration.  Scenarios that 
achieved the Reserve Target in five years were requested by a committee member to eliminate some 
economic uncertainty.  However, it was later determined that the bond markets and financial 
advisors are comfortable with the 10-year target, so the committee removed scenarios that achieved 
the Reserve Target in five years from consideration.  Other scenarios were developed by staff to 
illustrate the impacts of changes to the various rate structure elements, including service charge, tier 
pricing, tier thresholds or seasonal rates.  These scenarios are provided as background only and do 
not reflect the committee’s final consensus as outlined by the recommendations.   

 
 

MODEL ASSUMPTIONS 
Item Rate Model Assumption 

Capital Needs $616 million over 10 years, with annual inflation at 3.1% (25-
year average of ENR CC) 

Operating and Maintenance Increasing 2.5 percent annually (25-year average of Western 
CPI) 

Fund Balance Reserve Target Meeting target in 10 years 

Tiered Consumption Account growth (CBER population projections) 

Service Charge Account growth (CBER population projections) 

Reclaimed Water Account growth (CBER population projections) 

Other Charges and Fees Account growth (CBER population projections) 

Application & Inspection Fees Account growth (CBER population projections) 

Interest Income Account growth (CBER population projections) 

Price Elasticity -0.51 coefficient 
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CONSIDERED RATE MODEL SCENARIOS 
 

Model Implementation 
Years 
1- 2 

Increase 

Year 3+ 
Increase 

Pay-Go/Debt 
% 

Reserve 
Target Met 

Facilities Connection Charge 

Baseline N/A None None None 
Does not 

meet 
target 

None 

1A January 2018 8.4% 3.5% 100% Pay-Go 10 years 30% increase in Year 1 

1B February 2017 5.5% 3.5% 100% Pay-Go 10 years 30% increase in Year 1 

2A January 2018 18.1% 3.5% 100% Pay-Go 5 years 30% increase in Year 1 

2B February 2017 12.5% 3.5% 100% Pay-Go 5 years 30% increase in Year 1 

3A January 2018 5.3% 2.5% 50/50 10 years 30% increase in Year 1 

3B February 2017 3.1% 2.5% 50/50 10 years 30% increase in Year 1 

3C January 2018 5.1% 2.5% 50/50 10 years 
10% for 3 years; 

Indexed thereafter 

3D February 2017 2.9% 
Collared 

CPI 
50/50 10 years 

10% for 3 years; 
indexed thereafter 

3E January 2018 6.7% 2.5% 50/50 10 years Excluded from rate model 

3F February 2017 4.6% 2.5% 50/50 10 years Excluded from rate model 

3G February 2017 3.0% 
Collared 

CPI 
50/50 10 years 

7.5% for 4 years; 
Indexed thereafter 

3H January 2018 5.2% 
Collared 

CPI 
50/50 10 years 

7.5% for 4 years; 
Indexed thereafter 

4A January 2018 8.6% 2.5% 50/50 5 years 30% increase in Year 1 

4B February 2017 5.4% 2.5% 50/50 5 years 30% increase in Year 1 

 
The committee ultimately recommended Scenario 3G: a 3 percent increase in the tiered water rates and service charge in 
2017 and 2018 and an annual CPI adjustment thereafter; and a 30 percent increase to the Facility Connection Charge 
phased in over four years (7.5 percent a year for four years) with an annual ENR index increase thereafter. 




