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July 6, 2018 
 
Dear Editor, 
 
Robert Marini’s letter regarding Milpitas water rate setting (7/6/18) included several major errors and 
misleading statements. On behalf of the city’s water utility, I write to correct them so that your readers 
can have a better understanding of our water system and our city’s management of it. 
 
First, the matter of “water loss.” Every water system records a difference between water purchased 
from its wholesale suppliers and the water sold to customers as measured by water meters. The largest 
source of this difference is aging water meters that over time under-record water usage by customers, 
and leaks in the system. Although no water system will ever be leak proof, we have an obligation, 
especially in drought-prone California, to reduce water loss as much as practical in the interest of 
conservation.  
 
Milpitas has two major capital projects underway this year to address both these sources of “loss.” We 
will continue our Automated Meter Replacement Program and replace inaccurate meter infrastructure 
with new electronic meters that will greatly improve the reliability of the meter data. We also will be 
increasing our efforts to detect and repair leaks that might be occurring underground throughout the 
city’s system from worn or damaged water mains, valves, or pumps.  
 
What is certainly false, however, is any insinuation that the reports of water loss have been somehow 
exaggerated for the purpose of increasing water rates.  
 
Second, on the issue of the water utility paying the Milpitas General Fund for support and services. This 
is a common and valid practice for municipal utilities to pay overhead charges for their fair share of the 
costs of administrative support, such as facilities, personnel, finance and accounting, management, 
legal, and other similar services. If the water utility were a stand-alone enterprise, it would have to 
provide these services all by itself, which would be more costly, and these support services would also 
be added into the water rates. 
 
Last October the citizen Milpitas Water Rate Task Force recommended that the city conduct a new cost 
allocation study to validate the elements and amounts of the regular payments from the water fund to 
the General Fund. The Task Force spent nine months learning about the complexity of water supplies, 
operations, and finances, and issued a public and unanimous report to the City Council.  
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The City Council endorsed the recommendation of a cost allocation study, which will be delivered to us 
in just a few weeks, well before the Council takes any action to set new water rates. We haven’t seen 
the results yet, however, so it is premature to say how much money will be transferred from the water 
fund or what the impact will be on water rates. Our goal is to always base our rates on current, accurate, 
and validated information, both as a matter of fairness to water users and to ensure our ongoing 
compliance with state law.  
 
Finally, on the matter of public records. The city provided Mr. Marini with our most recent annual audit 
of the water system, which is for the year 2016. The annual audit for 2017 will be completed in October 
this year, and at that time, we will be able to provide him with that document, when we have it. We 
have responded to Mr. Marini’s requests for documents in full compliance with the California Public 
Records Act and with our city’s strong commitment to open government. However, it would be 
irresponsible to provide incomplete or unaudited information that likely would have to be corrected or 
updated when the audit is complete. 
 
 
 
Tony Ndah, P.E. 
Milpitas Public Works Director 


