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C I T Y O F

HAYVIlRRD
HEART O F THE B A Y

DATE July 21 2009

TO Mayor and City Council

FROM Director ofPublic Works

SUBJECT Proposed FY2010 and FY2011 Water and Sewer Rates

RECOMMENDATION

That Council adopts the attached resolution approving the proposed water usage and sewer service

charges and amending the Master Fee Schedule

DISCUSSION

At its June 2 2009 worksession the City Council reviewed the proposed water and sewer service

rates for FY 2009 and FY 2010 and expressed concurrence with staffs recommendations The

agenda report and attachments for the worksession are included with this report for reference Note
that some of the rate comparisons with other agencies havebeenupdated to reflect current

information The worksession report describes in detail the proposed water and sewer service

charges and changes to the water rate structure It is recommended that the adjustments be effective

on October 1 2009 and October 1 2010 so that customers do not experience increases in the

summermonths when watet usage is highest without adequate notice As indicated in the
worksession report staff also included language in the notice of public hearing and in the attached

resolution to allow the Council to increase water and sewet rates in FY 2012 through FY 2014
based on inflationary adjustments and wholesale water rate increases without a Proposition 218

noticing process

During the worksession the Council discussed the need for more information for the public about

the wholesale water rate increases from San Francisco Public Utilities Commission SFPUC As

staff stated at the worksession the wholesale rate was increased by 154effective July 1 2009
bringing the costper hundred cubic feet ccf ofwater to165 One hundred cubic feet equals
about 750 gallons Over the next five yeats wholesale rate increases are expected to average 17

every year The major factor in wholesale water rate increases is implementation of the Water

System Improvement Program WSIP

The WSIP consists of aseries ofprojects to rebuild and rehoflt the aging regional water system to

improve water supply reliability and seismic safety and to ensure that water quality standards will
continue to be met Many portions ofthe regional water system wereconstructed 50 to nearly 100

years ago are aging and do not meet current seismic standards Some of the systemsmajor



pipelines cross earthquake faults making them vulnerable to serious damage in an earthquake and

creating a potential temporary loss of water supply Among other projects the WSIP includes

upgrades to Bay Division pipelines that bring water from the higher elevation to the Hayward
turnout and to the Calaveras Dam These improvements are vital Numerous studies have shown

that without the improvements the region could be without water for 60 days or more in the event

ofalargescale earthquake The economic impact to the region ofsuch disruption in water delivery
has been estimated in the tens of billions of dollars The WSIP will bring the regional system up to

cunent seismic standards and improve water supply reliability for residents and businesses

The current estimated total cost of the WSIP is43 billion the majority of which is for

improvements to the regional water system Twothirds ofthe cost of fixing the regional system
will be borne by wholesale customers of SFPUC water including Hayward The remaining one

third will be paid by SFPUC retail customers within San Francisco Costs to the wholesale
customers will be incorporated into the wholesale rates as individual projects are undertaken The
WSIP is scheduled to be completed by 2016 generating the need for significant rate increases in the
next few years

PUBLIC CONTACT

Changes in water and sewer service rates are subject to the noticing provisions of Proposition 218

Following the June 2 worksession staff mailed the attached Notice of PublioHearing to nearly
30000property owners within the Citys water and sewer service area The notice describes the

proposed increases and lists current and proposed rates The notice also discusses the property
ownersright to protest the rates increases Proposition 218 specifies that the Council may not take
action on the rate if amajority ofproperty owners submit written protests As of the writing ofthis

report 32 protests have been received Most cited the state of the economy as the reason for their

protest The rest ofthe protests did not include a specific reason In addition to the mailed notices
the notice ofpublic hearing was published in the Daily Review onJuly 4 and 11

FISCAL IMPACT

The fiscal impacts of the recommended rate adjustments are discussed in the worksession report
To summarize the proposed increases will result in a reduction in the working capital balances of
both the Water and Sewer Fund especially in the Water Fund This is because the Water Fund
monies are being used to help prevent the need for even higher rate increases Given that one ofthe

purposes of the accumulated working capital funds is to provide for rate stability this use is
warranted and appropriate With careful and prudent oversight of futwe costs and assuming that
needed future rate increases will be implemented staff believes that both funds can sustain the
reduction and stay viable with the proposed adjustments and recover the lost ground in the futwe

NEXT STEPS

If approved the new rates would be effective on October 1 2009 and October 1 2010 Prior to

these dates staff will include notices in utility bills in preceding months to inform customers about
the approved rates increases
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Y

Alex Ameri Deputy Director of Public Works

Recommended by

Robeit A Bauman Director of Public Works

Approved by

Jones City Manager

A Worksession Agenda Report dated June 6 2009 with attachments
Draft Resolution
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HAYWRRD
HEART O F THE B A V

DATE June 2 2009

TO Mayor and City Council

FROM Director ofPublic Works

SUBJECT Discussion ofProposed FY2010 and FY 2011 Water and SewerRates

RECOMMENDATION

That Council reads and comments on this report

SUMMARY

Staff has prepared cost of service analyses for providing water and sewer service to Hayward residents

and businesses in order to calculate appropriate water rates and sewer service charges for FY 2010 and

2011 This report provides an overview ofcost ofservice issues revenue requirements and

recommended FY 2010 and FY 2011 water and sewer service rates Staff is bringing the proposed
rates to Council for discussion at this time in order to obtain direction and implement appropriate
public noticing procedures prior to apublic hearing currently scheduled for July 21 2009

Water Rates Therecommended water rate increase for singlefamily residential customers based on

average water consumption would be 14in each ofthe twoyears The recommended adjustments
would take effect on October 1 ofthis year and next year Those who use less than the average water

consumption will see a smaller percentage increase Comparable increases are proposed for multi

family andnonresidential customers In addition to rate adjustments staff is proposing changes to the

water rate structure to distribute costs more equitably among customer classes and to further encourage
water conservation

Sewer Rates The recommended residential sewer service charge adjustment is5 in each ofthe two

years effective October 1 of this year and next year Nonresidential sewer rate adjustments range
from 38to57in each year depending on the wastewater characteristics

DISCUSSION

Water Usage Rates

Water usage charges are the portion of customer water bills that vary with water consumption The

charges are affected by San Francisco Public Utilities Commission SFPUC wholesale water rates
water consumption trends normal operating maintenance and replacement costs and other fees and

charges The City implemented an increasing tier rate structure in the 1990s to encourage water



conservation by charging a higher rate for higher water use In a tier rate structure customers pay a

lower rate for all water use within the first tier and higher rates For all water use within subsequent
tiers Currently Hayward water rate structure contains three tiers 110ccf 1130 ccf and over 30

ccf Note ccf refers to one hundred cubic feet a commonly used unit for measuring water which is

equal to 748 gallons The same rate structure is applied to all customer classesiesinglefamily
residential multifamily residential commercial and industrial While not all water agencies have

adopted tier water rate schedules tier rates are becoming an increasingly common water conservation

measure as they provide a financial incentive for keeping water use as low as possible

Haywardswater rates last increased in October 2007 In keeping with the Citys recent practice of

increasing rates every other year no rate adjustment was implemented in FY 2009 despite a 10

wholesale rate increase from SFPUC No increases to the fixed service fees which are currently
among the lowest within the surrounding area are proposed in FY 2010 or FY 2011 Refer to

Attachment A for a list of service fees charged by other agencies The service fee is the portion ofthe

water bill that pays for services such as meter reading billing customer accounting and meter

maintenance and that vary with water consumption While a case can be made for increasing the fee
it is preferable from awater conservation view to keep the fixed charge as low as possible and achieve

revenue goals through consumptionbasedcharges Also keeping the fixed service fees low allows the

customers to have control over a larger portion oftheir water bill

The SFPUC has recently adopted a wholesale rate of165 per ccffor FY 2010 effective July 1
which is a154increase over the current rate of143 per ccf Wholesale rate increases over the next

few years are expected to be significanteg18 in FY 2011 17in 2012 21 in 2013 and 14 in

2014 Over the next five years the rate increases will average 17 reaching 314 in 2014 The

increases emanate from the supplier and are related to implementation ofthe 43billion SFPUC

Regional Water System Improvement Program to improve the reliability and structural integrity of the

regional water system

In anticipation of the significant rate adjustments that will be necessary to keep pace with the rising
costs ofpurchasing water the City has been building reserves in the Water Operating Fund that can be

used in part to stabilize rates over the next few years The fund balance as ofJune 30 2008 was 197
million While there is aneed to manage the fund balance carefully to provide for adequate cash flow

and emergency funding needs aportion of the reserves can be used to alleviate the impact of steep
wholesale increases on the end user

Water consumption is also akey factor in setting appropriate ccf water usage rates While

consumption is difficult to anticipate accurately due to weather conservation business activity and

other relevant factors staff is anticipating that water purchases in this current year will be about 4

lower than last year This reduction is expected to result in lowerthananticipated water sales revenue

in the current fiscal year perhaps as much as nearly 1 million Further with SFPUCs request for

voluntary 0reductions in water use in the coming year media attention to the regional and state

wide water situation and the potential impact of rate increases on consumption staff is assuming that

purchases could decrease by a further 5 next year While such reductions mean less cost to the City
for purchasing water from SFPUC some other costs such as staffing are not as variable Thus the

per ccf water rates must be set to recover the costs from asmaller amount ofwater sold

As mentioned above the City has historically implemented a single rate structure which was applied
to all customer types including single andmultifamily residential commercial industrial and

institutional 1n addition to evaluating the perccfwater rates staff also reviewed the Citys rate
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structure HDR Engineering was hired to assist the City in this effort by analyzing projected costs and

water consumption and providing recommendations for alternative rate structures that would distribute

costs more equitably As a result ofthis analysis twomodifications to the existing rate structure are

proposed

Apply two rate structures one for singlefamily residential accounts and another for multi

family with five or more dwelling units andnonresidential accounts to achieve more

equitable distribution of costs

Adjust the consumption thresholds within each of the existing three tiers in the singlefamily
residential rate structure and add a fourth tier to further encourage conservation by very

high residential water users

The proposed rate structure for multifamily andnonresidential customers reflects the differences

in how these customers use water compared to singlefamily residential customers and encourages

water conservation where practicable Currently most of the multifamily andnonresidential

customers do not sufficiently benefit from the two lower tier allotments because their water use is
by necessity much higher than 30 ccf per billing period A rate stmcture that sets the first tier

allocation at ahigher more realistic threshold could provide incentive for water conservation to

small and medium size businesses and multifamily customers Additionally a separate rate

stmcture for multifamily andnonresidential customers acommon practice among some water

agencies would improve the overall equity in recovering the costs for services because the average

cost of aunitof water becomes more comparable among all types ofuses

The proposed singlefamily rate stmcture sets the lowest tier at 8 ccf rather than the existing 10 ccf
in recognition that singlefamily residential usage has decreased in recent years and to further

encourage water conservation The second tier would likewise be adjusted downward The third

tier which currently covers all water use over 30 ccf would be applied to usage between 26 and 60

ccf and a fourth tier would be added for use that exceeds 60 ccf very high singlefamily
consumption This fourth tier would apply only to water use in excess of750 gallons per day in a

billing period which is about three times the average singlefamily home use

Staff recommends that the Council approve water rate adjustments on July 21 for both FY 2010 and

FY 2011 This action would represent a departure from the Citys recent practiceofeveryotheryear
increases However as the SFPUC moves forward with its continuous doubledigitwholesale rate

increases maintainingbiannual rate increases will result in the need for very significant adjustments
Staff estimates that increases of20each in 2012 2014 and 2016 would be necessary if rates

continued to be adjusted every other year Hence staff recommends that an increase of 14 each be

approved for FY 2010 and FY 2011 and that annual rate adjustments be considered thereafter Staff

anticipates that annual adjustments of 10 for five years beginning in 2012 would be sufficient to

meet our obligations and to sustain the Water Fund

The recommended rates for both FY 2010 and FY 2011 are summarized in Table 1 below Table 2

provides examples of typical billing increases for various categories of customers Based on an

annualized averagebimonthly singlefamily use of 18 ccf220 gallons per day the increase for

singleFamily customers will be 14 each in FY 2010 and FY 2011 including the fixed service fee

Customers that have very low water use typically one ortwoperson households with minimal

outdoor use will see increases of about 11 in each year while singlefamily residential customers

with very high use will experience increases in the 18range in FY 2010 and 16 in FY 2011
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For multifamily andnonresidential customers typicalbimonthly increases range from 13 to 16

in FY 2010 including fixed service fees with similar percent increases the following year The multi

family andnonresidential increases are in part a function ofthe proposed new rate structure and in part
a result ofthe adjusted water rates

Table 1

CURRENT AND PROPOSED WATER RATES

Usage Rateccf

Current Rates 1 10 ccf 215
all customers 11 30 ccf 253

Over 30 ccf 312

Usage
Rateccf Rateccf

Proposed SingleFamily Oct 1 2009 Oct I 2010
Residential Rates 18 ccf 250 290

including duplex triplex and fourplex 9 25 ccf 290 340
accounts 26 60 ccf 365 425

Over 60 ccf 400 465

ProposedMultiFamily and Non Usage
Rateccf

Oct 12009
Rateccf

Oct 1 2010
Residential Rates

1 200 ccf 325 365
Over 200 ccf 365 420

Note As noted in the text one ccfof water equals 748 gallons Charges are based on metered water consumption in each

twomonth billing period

Table 2

AVERAGEBIMONTHLY BILLING INCREASES FOR TYPICAL CUSTOMERS

INCLUDING SERVICE FEES

Consumption Effective Effective

Cct Current Oct 1 2009 Inc Oct 1 2010 Inc

SingleFamily Residential

Low Use 8 2620 2900 11 3220 11

Average Use 18 5074 5800 14 6620 14

High Use 60 17470 20605 18 23875 16

MultiFamily andNonResidential examples based on representative use by specific customers

SitDown Restaurant g0

Supermarket 600

Food Processor 1400

237 269 13 300 12

1922 2181 13 2481 14

4418 5100 15 5841 15

Large Apartment Complex 4500 14649 16975 16 19420 14

Hayward Unified School District 26300 88210 102090 16 116525 14

Recognizing that the increased cost ofwater can impact family and business budgets the City has

implemented an aggressive water conservation program with information and incentives available to

all customers For example residential customers can receive rebates for the purchase ofhigh water
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efficiency toilets and washing machines as well as educational information to help them plan and

implement water efficient landscaping Business customers can also receive rebates to help them

install high efficiency toilets Information about these programs can be found on the Cityswebsite

The City will soonbe embarking on an effort to assist customers with large landscaped areas to

identify and implement strategies to reduce outdoor water use The City is also ready to workwith
and even provide funding to public agencies like the Hayward Unified School District to help
implement innovative conservation progams such as urinal and toilet replacements that will help
them achieve significant and verifiable water savings

As is the Citys normal practice it is recommended that rate increases be effective on October 1 of

each ofthe next two years so that Hayward customers are initially not impacted in the summer when

water usage is highest Even with the proposed increase Hayward water rates will remain in the range
that other nearby agencies charge as shown on Attachment A

Assuming that Council approves the recommended rates the water sales revenue is expected to be

249million and 281 million in FY 2010 and 2011 respectively However even with the rate

adjustments proposed for the next two years and projected for future years Water Fund balances are

expected to decrease Table 3 provides asummary of anticipated rate adjustments revenues and fund

balance decreases over the next several years

Table 3

SUMMARY OF PROJECTED WATERRATEADJUSTMENTS REVENUES AND YEARENDFUND BALANCES

FY FY FY FY FY FY FY

2010 2011 2012 2013 2014 2015 2016

Rate Adjustment 14 14 10 10 10 10 10

Water Sales Revenue million 249 281 312 348 383 425 467

Ending Fund Balance million 187 173 156 124 83 47 32

While a budget with a structural deficit is not sustainable over the long term staff is cognizant of the

fact that the current economic climate is causing hardship for customers and does not want to add to

the burden with the higher increases that would be needed to balance the budget Through careful

planning and prudent expenditure of funds the City has been able to develop a healthy working capital
balance in the Water Fund which can now be used in part to stabilize rates and lessen the need for

excessively high rate increases

Sewer Service Rates

Sewer service charges cover the costs ofproviding wastewater collection treatment and disposal
services including maintenance and replacement of equipment Sewer service rates were last adjusted
in October 2007 and the current singlefamily residential rate is 2331 per month Appropriate sewer

rates are calculated in accordance with State Sewer Revenue Program guidelines that have been used

for manyyears to distribute costs equitably among customer classes The FY 2010 Sewer Revenue

Program indicates that sewer service charge increases of about 10 for residential customers would be

appropriate however staff is proposing that annual residential increases of5per year in 2010 and

2011 be adopted Similar increases are proposed fornonresidential customers
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Sewer service rate adjustments result from increased costs ofproviding service including normal

operations maintenance and replacement costs and other fees and charges Revenue requirements
also take into consideration repayment ofthe 54 million State Revolving Fund loan obtained to fund

construction of Phase IWater Pollution Control Facility WPCF Improvements will begin in FY

2010 A portion ofthe debt service must be borne by existing rate payers as they will benefit from the

improvements and is included in the Sewer operating budget In order to offset some ofthe impact of

this debt service staff has recommended in the Capital Improvement Program CIP that annual

transfers to the WPCF Replacement Fund from the Sewer operating budget be reduced from 2 million

per year to 1 million in FY 2010 and 2011 The WPCF Replacement Fund pays for replacement of

facilities at the Water Pollution Control Facility This reduction is appropriate and possible because a

similar increase was implemented a few years ago in order to maintain apositive fund balance These

transfers can be temporarily reduced without negative impact to the Citys WPCF replacement
program Without this reduction the required increase would be 8peryear

There are other factors beyond the budgeted costs ofproviding service that contribute to sewer rates

notably the volume and composition of wastewater from residential andnonresidential properties
Actual carbonaceous biochemical oxygen demand CBOD and suspended solids SS concentrations

these are measures ofwastewater strength have risen in recent years at the WPCF These increases

are due to changes in residential wastewater characteristics in part related to the fact that the average
number of occupants per dwelling unit has increased over the past several years Also as the volume

of residential wastewater discharge decreases because ofhigh efficiency fixtures and less wasteful

practices CBOD and SS become more concentrated in the wastewater and thus more difficult and

costly to remove Residential wastewater monitoring in 2004 indicated significant increases in

residential CBOD and SS These changes have been implemented into the rates incrementally over the

past two rate adjustments and the FY 2010 proposed rates complete this process by utilizing actual

residential waste strength concentrations There is a direct effect on residential rates because a larger
portion of treatment cost is apportioned to residential users

At the same time rates are affected by ongoing changes in industrial wastewater characteristics

Several major industrial users have ceased or reduced operations in Hayward and others are making
improvements to their processes in order to reduce sewer service costs In some cases it has become

more cost effective for businesses with extremely high wastewater levels to treat their wastewater in

house so that the discharge to the public sewer is less polluted or to implement conservation practices
to reduce their volumes Industrial users pay for sewer service based on actual measured wastewater

volume and waste strength As the wastewater strength from some businesses decrease their sewer

billings likewise decrease to reflect the lower discharge This reduction places pressure on other rate

payers to meet revenue requirements since many of the costs such as employee services do not vary

Besides the standard residential sewer service charge Hayward also offers reduced monthly sewer

rates known as the Economy and Lifeline rates These reduce sewer rates are based on water use as

this is the most accurate measure ofwastewater discharge Thus the Lifeline rate forwater use of0 to

5 ccf and the Economy rate forwater use of6 to 10 ccf are automatically applied to the sewer

service charges for customers with metered water use within the lower ranges Customers who qualify
for these rates are typicallyoneortwoperson households with low outdoor use

As mentioned previously in order not to implement a 10 increase all in one year staff recommends

that the Council approve 5 residential adjustments each year in FY 2010 and 2011 Under the annual

increase approach commercial and industrial increases would range from about 38 to57in each

year depending on the characteristics ofthe wastewater Because nonresidential sewer charges are
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based on different characteristics their rate adjustments differ from residential and are unique to each

type of business For example because the suspended solids component cost increased by the highest
percentage See Table 6 below customers that discharge wastewater with high concentrations of

suspended solids may see a percent increase that is slightly higher than abusiness with very low

suspended solids In future years annual increases of5 in 2012 and 2013 would be needed to

maintain areasonable fund balance after which slightly lower percent increases may be possible

Tables 4 5 and 6 provide a summary ofproposed rate increases

Table 4

CURRENT AND PROPOSED MONTHLY RESIDENTIAL SEWER SERVICE CHARGES

Current Proposed Proposed
Oct 1 2009 Oct 1 2010

Standard Residential singlefamilyunit 2331 2448 2570

Duplex Triplex Fourplex per unit 2331 2448 2570

MultiFamily per unit 2074 2178 2287

Mobile Home per unit 1631 1713 1798

Economy 6 to 10 units of metered water usage 1365 1433 1505

Lifeline 0 to 5 units ofmetered water usage 682 716 752

Table 5

NON RESDDENTIAL SEWER SERVICE CHARGES FOR COMMERCIAL USERS er CCfOC Water

With Separate Irrigation Meter Without Separate hrrigation Meter

Current
Proposed Proposed Current

Proposed Proposed
Oct 1 2009 Oct 1 2010 Oct 1 2009 Oct 1 2010

CommerciaUGovernment 373 392 411 336 352 370

Restaurant w Grease
606 633 660 546 570 596

Interceptor

Restaurant woGrease
8799 836 874 719 753 786

Interceptor

Commercial Laundry 449 469 488 404 421 439

Bakery 799 836 874 719 753 786

Beverage Bottling 457 476 496 411 428 446

These are the most commonly used commercial classifications Other infrequently used classifications will be

included in the fmal approval documents

Table 6

NON RESIDENTIALSEWER SERVICE CHARGES FORCRITICAL INDUSTRIAL USERS

Current Proposed Proposed
Oct 1 2009 Oct 1 2010

Flow Cost per 100 cubic feet ofwastewater 186 194 203

Carbonaceous Biochemical Oxygen Demand Cost per pound 056 058 060

Suspended Solids Cost per pound 071 075 080
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Attachment B compares the Citysproposed sewer rates with other nearby agencies The comparison
indicates that Hayward continues to offer sewer collection and treatment services within the range of

rates of other Bay Area agencies

The proposed increases are expected to generate 169 million in FY 2010 and 178 million in FY

2011 resulting in ending fund balances of87 million and 88 million respectively a decrease of

about 200000 from the anticipated ending balance in June 2009 This decrease in fund balance is a

result of spreading the rate adjustments over twoyears and using some ofthe existing fund balance as a

rate stabilization fund Table 7 provides a summary of projected sewer rate adjustments revenues

and yearend fund balances over the next few years

Table 7

SUMMARY OF PROJECTED SEWER RATE ADJUSTMENTS REVENUES AND YEARENDFOND BALANCES

FY FY FY FY FY FY FY

2010 2011 2012 2013 2014 2015 2016

Percent Rate Adjustment 5 5 5 5 3 3 3

Sewer Service Revenue million 169 178 186 195 202 209 215

Ending Fund Balancemillion 87 88 81 75 70 65 61

Table 8 illustrates the combined impact ofthe proposed water and sewer rate increases on single
familyresidential customers with average water consumption

Table 8

PROPOSED AVERAGE SINGLEFAMILYRESIDENTIAL WATER AND SEWER BILLINGS

Current Proposed Proposed

Average Bill Average Bill Average Bill

Oct 1 2009 Difference Oct 1 2010 Difference

Water Usage 18 ccfs 4174 4900 726 5720 820

Service Fee 900 900 000 900 000

Sewer Service Charge 4662 4896 234 5140 244

Total Bimonthly Bill 9736 10696 960 11760 1064

Total Monthly Cost 4868 5348 480 5880 532

Process to Increase Water and Sewer Rates

Under the provisions ofProposition 218 agencies are required to mail notices to all affected property
owners regarding proposed water and sewer rate increases Property owners are given an opportunity
to protest the proposed increase Each mailing to our33000 customers costs approximately16000
Recent legislation allows agencies toadopt increases for water and sewer service that pass through
inflationary adjustments eg consumerprice index adjustments and wholesale water charges
without the need for additional notification as long as appropriate language is included in the initial
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public hearing notice These increases maybe authorized for up to five years Staff has incorporated
language into the notice that will be mailed shortly that would enable City Council to adjust rates for

inflation and wholesale water rate increases if Council so desires These adjustments would not be

automatic and Council would still have the prerogative to issue Proposition 218 notices regarding any
future rate increases

PUBLIC CONTACT

Changes in water and sewer service rates are subject to the noticing provisions ofProposition 218 A

notice ofpublic hearing See Exhibit C will be sent to affected property owners 45 days in advance of

the hearing describing the proposed adjustments and the property owners right to protest Proposition
218 specifies that Council may not take action on the rates if amajority of property owners over 50
submit written protests In order to meet the 45daynoticing requirements for a July 21 hearing the

notices must be mailed no later than June 5

FISCAL IMPACT

The fiscal impacts ofthe recommended rate adjustments have been discussed earlier in this report To

summarize the proposed increases will result in a reduction in the working capital balances of both the

Water and Sewer Fund However based on estimated future costs and assumptions about future rate

increases staff believes that the Funds can sustain the reduction and stay viable with the proposed
adjustments and recover the lost ground in the future Table 9 summarizes anticipated working capital
balances in the Water and Sewer Funds through FY 2016

Table 9

ANTICIPATED YEARENDWORKING CAPITAL BALANCES IN MILLION
FY2009 FY 2010 FY 2011 FY 2013 FY 2014 FY 2015 FY 2016

Water Fund 187 173 156 124 83 47 32

Sewer Fund 87 88 81 75 70 65 61

NEXT STEPS

As noted above staff will implement the noticing requirements of Proposition 218 Council is

scheduled to consider rate adjustments during a Public Hearing on July 21 Ifapproved the new FY

2010 rates would go into effect on October 1 2009 and the FY 2011 rates would be effective on

October 1 2010
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Prepared by
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Exhibit A Comparison ofProposed Water Rates with Nearby Agencies
Exhibit B Comparison ofProposed Sewer Service Charges with Nearby Agencies
Exhibit C Notice ofProposed Water and Sewer Rate Changes
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AttachmentA1

Water Rate Comparisons with Nearby Agencies
Based on SingleFamilyBiMonthly Consumption of 18 ccf through 58meter

Service Total

Volume Rates Charge BiMonthly Billing

Contra Costa Water District 263ccf 3240 7974

Concord Walnut Creek

City of Redwood City 110ccf196ccf 3210 7170
1125ccf250ccf
2650ccf408ccf
50 ccf576ccf

Dublin San Ramon Services District 120ccf284ccf 1600 6832

20ccf299ccf

EBMUD 0172 gpd 228ccf 2082 6540cs

Castro Valley San Lorenzo 173393 gpd 283ccf
393 gpd 347ccf

City of Foster City 160ccf 3120 6000

Alameda County Water District 268ccf 1068 5892 c3

City ofHayward proposed 78ccf250ccf 800 5800
925ccf 290ccf
2660ccf 365ccf
60 ccf400ccf

City of Hayward current 110ccf 215 900 5074
1130ccf 253
30 ccf 312

1 Proposed FY 2010 Rates Not yet approved
2 Includes seismic improvement charge and supplemental supply surcharge
3 For water purchased exclusively from SFPUC
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Attachment A2

Water Rate Comparisons with Nearby Agencies
Based onNonResidentialBiMonthly Consumption of 200 ccf through 15meter

Service Total

Volume Rates Charge BiMonthly Billing

City of Redwood City 115ccf 250ccf 16000 953
15 ccf408ccf

Dublin San Ramon Services District 299319ccf 8000 678 718
Seasonal Rates

Contra Costa Water District 26345ccf 16300 690
Concord Walnut Creek

City ofHayward proposed 1200 ccf325ccf 4060 690
200 ccf365ccf

EBMUD 299ccf 6198 660 12
Castro Valley San Lorenzo

City ofHayward current 110ccf 215 4060 643
1130ccf 253
30 ccf 312

Alameda County Water District 268ccf 2705 563 3

City of Foster City 160ccf 15600 476

1 Proposed FY 2010 Rates Not yet approved
2 Includes seismic improvement charge and supplemental supply surcharge
3 For water purchased exclusively from SFPUC
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Attachment A3

Watergate Comparisons with Nearby Agencies
Based onNonResidentialBiMonthly Consumption of 4500 ccf through 6meter

Service Total

Volume Rates Charge BiMonthly Billing

City of Redwood City 115ccf 250ccf 160400 19941
15 ccf408ccf

City ofHayward proposed 1200 ccf325ccf 63000 16975
200 ccf365ccf

Dublin San Ramon Services District 299319ccf 160000 1505515955
Seasonal Rates

City ofHayward current 110ccf 215 63000 14646
1130ccf 253
30 ccf 312

EBMUD 299ccf 51006 13950 Z

Castro Valley San Lorenzo

Contra Costa Water District 26345ccf 162600 13481
Concord Walnut Creek

Alameda County Water District 1 268ccf 51400 125741x

City of Foster City 160ccf 45800 7568

1 Proposed FY 2010 Rates Not yet approved
2 Includes seismic improvement charge and supplemental supply surcharge

3 For water purchased exclusively from SFPUC
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Attachment B

Sewer Rate Comparisons with Nearby Agencies
Standard Residential Rates

Agency Monthly Sewer Service Charge

City of Livermore 4075

City of Pleasanton 3015

Central Contra Costa Sanitary District 2675

Concord Walnut Creek Martinez

City of Oakland 2660

City charge plus EBMUD

City of San Leandro 2629

City ofHayward proposed 2448

Dublin San Ramon Services District 2434

City ofHayward current 2331

Union Sanitary District 2160
Fremont Union City Newark

Castro Valley Sanitary District 1842

Oro Loma Sanitary District 1483
San Lorenzo

1 Proposed FY 2010 Rate Not yet adopted
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HAYWARD

NOTICE OF PROPOSED WATER AND SEWER RATE CHANGES
Juno 4 2009

TO Water and Sewer Ratepayers and Parcel Owners In the City of Hayward Service Area please forward this notice to the
ratepayer

The Clty of Hayward Is proposingincreases Inwater and sewer rates effective Octoheri 2009 and October 1 2010 A public
hearing will held by the Hayward City Council regarding the proposed rate adjustments on Tuesday July 21 2009 et800

pm at the Hayward City Hall 777 BStreet Rates and charges which willbe adopted at the conclusion of the public
hearing will not exceed the proposed rates presented in this notice

WATER RATES

Water rates were last adjustedinOctober 2007 Water usage charges pay ferthe costs of delivedngwater and are based on

quantity ofwater used In your home orbusiness as measured by your water meter Slgnifirsnt Increases In thewholesale
cost of purchasing water from the San Francisco Public Utilities Commission Haywardssole water supplier plus general
opereting cost Incredses have resulted In the need to adjust water usage rates as shown in Table 1 Water service fees
whith are based on meter sixepay for the fixed casts of providing water service and do not vary according to the quantity of
water delivered No changes to thewaterservide charges are proposed

In addition to rete adjustments the City Is proposing changes to the water rate structure to encourage customers to
cadserve water and to more equitably distribute the costsof ptoviding services Cumentlyalhreetierstructure is applied to
all customers Beginning in October 20Q9 two specific changes are proposed

Separate rate structureswould he applied to singlefamilyresfdentlalaccounts and tomultifamily with
five or mare dwelling units and nonresidential accounts to reflect differences Inwater use and
Afourth tierwould be added to the singlefamlty residential rate structure to further encourage
conservation for very high residential water use The fourth tier would apply onty to water use in excess

of 750 gallons per day In a billing period which is about three times the average singlefamltyhome use

CUaaENTANp PROPOSEd WATER RATES

Usage RateUnit
Current Rates 110units 215
all customers 113D units 253

Over30 units 312

Usage
RateUnit RateUnit

Proposed SingleFamlly Oct 1 2009 Oct 1 2010
Residential Rates 18unlts 250 290

Including duplex triplex and fourplex 925units 290 340
accounts 2660units 365 425

Over 60 units 400 465

Proposed MultiFamily and NOn Usage RateUnit RateUnit

Residential Rates Oct 1 2009 Oct 1 2010
1200 units 325 365

Over200 units 365 420

Note One unit of water equals 748 gallons Charges are based on metered water consumption in
eachtwomonth billing perled

Current average annual water useforsinglefamily residential customers Is 18 units pertwomonth billing period are6out
225 gallons per day Based on this level of usage singlefamltycustomers will see an average Increase In tM1elrblmonthly
billing of020 from5800to6620Including both the water usage charge and service fee

SEWER SERVICE CHARGES

Sewer servicecharges were last adjusted In October 2007 This fee pays for the collectlan treatment and disposal of
wastewater from residences and businesses and is based on thetype and volume ofwastewater disposed Increases In the
costs of providing these services and capital costs related to Improving the wastewater treatment facility have resulted inthe
need for rate adjustments The treatment facility Improvements are needed to meet State and Federal requirements for

discharging to theSanFrancisco Bay and to Improvement therellabllily of treatment processes
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Resldentlal Rotes

The standard resldentlal rate Is proposed to Increase by5from the currently monthly charge of2331 to 2448on

October 1 2009 and by5to2570on October 1 2010 Lower monthly rates called Ewnomy and Llfellne rates are

automatically applied to billings where metered water consumption Is lower than the Standard usage as shown below The
followlhg table Ilsts the current and proposed resldentlal sewerservice charges

CURRFNTAND P00P09ED MONTHLY RESIDENTIAL SEWER SERVICE CHARGES

Current Proposed Proposed
Oct 1 2009 Oct 1 2010

Standard ResldentlRlsinglefamilyunit 2331 2448 2570
Duplux Triplex FOUrplez per unit 2331 2448 2570
MuItIFamily per unit 2074 2178 2267
Mobile Home per unit 1634 1713 1798
Economy 6to 10 units of metered water usage 1365 1433 1505
Llfellne 0 to5unlts of metered waterusage 682 716 752

Non Resldentlal Rates

Nonresldentlal customers areclassified as elthercatled orcritical users Mostnonresidentialcustomers are In the first
category and classlRed by the type of businesses that mostclosely resembles the nature of wastewater generated The

coded sewer rates also take Into account whether customers have separete Irrigation meters Critical users arehilted

according to actual measumd wastewater strength and volume The following table listsponresldentlal sewerservice

charges forthe mostcommon businesses and for critical users Acomplete list of charges canbe found atwwwheyward
cagovoryou can wll5105834700 to request a copy by mail

NON RESIOENTIAISEWERSERVICE CHARGES FOR CODED USERS per unit of water
With Separate Irrlgatlon Meter WlhoutSeparate Irrlgatlon Metes

Current
Proposed Proposed Current

Proposed Proposr
Oct i2009 Oct 1 2010 Oct 1 2009 Oct 12C

CommercialGovernment 373 392 431 336 352 370
RestaurantwGrease Interceptor 606 633 660 546 570 596
RestaurantwoGrease Interceptor 799 836 874 719 753 786
Commerdal Laundry 449 469 488 404 421 439

Bakery 799 836 874 719 753 786

NON RESIDENTIAL SEWER SERVICE CHARGES FORCRITICAL USERS

Proposed Proposed
Current

Oct 1 2009 Ott 1 2010

FlowCost per 100 cubic feet of wastewater 186 194 203

Carbonaceous Olochemlcal Oxygen DemandCostper pound 056 058 060

on formulaand not straight5increaseperyear

Ifyou need assistance In calculating the Impact of the proposed rate adjustments please contact the Department of Public

WorksUtIIItles Adminlslration at 510 5634723 orbyamallatutllitlasadmfnlstratlonQhaywardpgov

The water usage and sewerservice charges areproposed to Include an annual rate adjustment In FY 2012 2013 and 2014

based upon the change In Consumer Price Index CPI and In thecase of theweter mte the change In thecost of wholesale

water Itis proposed the rates will he adjusted by the Hayward City Council based op the percentage change of the most

recentCPI and the cost of wholesale water The rates will he adopted In June of each yearand will be effective on October 1

Customers will be notified of the new rates at feast 30 days In advance of theeffealve date

The proposed rate changes willnot take effect If protests are received from amajority of affected property owners and

tenants responsible for paying utllftles hills If you wish to protest the proposed service rate Increases the Clty must received

yourwritten protest by mall orhand delivery hefare the close of the public hearing on July 212009 Mall or delWerwrltten

protests to City of Hayward 777 8 Street Hayward CA 94541 Attention City Clerk Foryour protest to be counted R must

Indicate your name and either the addressesorwaterseweraccount numbersof the property or properties that you

own in Hayward

Assistance will be provided to those requiring accommodations for dlsahilitles in compliance with the Americans with

Disabilltles Act of 1990 Interested persons must request the accommodations at least 48 hours in advance pf the meeting

by contacting theCity Clerk at 510584400 orTDD 510 2473340
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DRAFT

HAYWARD CITY COUNCIL

RESOLUTION NO09

Introduced by Council Member

RESOLUTION AMENDING THE MASTER FEE

SCHEDULE AND APPROVING WATER AND SEWER
RATES

WHEREAS Section 15273 of the CaliforniaEnvironmental Quality Act
Guidelines states that CEQA does not apply to the establishment modification structuring
restructuring or approval ofratestolls fares and other charges by public agencies which the
public agencyfinds are for the purpose of

1 Meeting operating expenses including employee wage rates and fringe benefits
2 Purchasing or leasing supplies equipment or materials
3 Meeting financial reserve needs and requirements or

4 Obtaining funds for capital projects necessary to maintain service within existing
service areas

WHEREAS the City Counci finds and determines that this action is exempt from

CEQA based on the foregoing provisions

NOW THEREFORE BE IT RESOLVED that the City Council of the City of

Hayward hereby amends the Master Fee Schedule and approves the following water and sewer

rates of the City of Hayward a copy ofwhichis on file in the Office ofthe City Clerk The

approved water and sewer rates shall be effective on October 1 2009 and October 1 2010 as

shown

Water Usaee Charees

The water usage charge based on the number of cubic feet supplied during each billing period
shal4be as follows

SingleFamily Residential Rates including duplex triplex and fourplex accounts

Usaee

0 8 hundred cubic feet ccf
9 25 ccf

26 60 ccf
Over 60 ccf

Oct12009 Oct12010
250 per ccf 290 per ccf

290 per ccf 340 per ccf

365 per ccf 425 per ccf

400 pcr ccf 465 per ccf



MultiFamily andNonResidential Rates

Usaee Oct12009
1200 hundred cubic feetccf 325 per ccf
Over 200 ccf 365 per ccf

Sewer Service Char es

Residential Service Monthly Charge
Oct12009

Standard Residential Unit 2448
Duplex Triplex Fourplex per unit 2448
MultiFamily per unit 2178
Mobile Home Unit 1713

Ecoriomy 1433
Lifeline 716

Oct 12010

365 per ccf

420 per ccf

Monthly Charge
Oct 1 2010

2570
2570
2287
1798
1505
752

NonResidential Service Coded Users

Customer Classification
Sewer Service Charge

Per 100 cubic feet
with irri ation meter

Sewer Service Charge
Per 100 cubic feet

without irri ation meter

Oct 1 2009 Oct 1 2010 Oct 1 2009 Oct 1 2010

CommercialGovernment 392 411 352 370
Restauran4wgreaseinterceptor 633 660 570 596

Restaurant wo grease interceptor 836 874 753 786
Commercial Laundries 469 488 421 439
Industrial Laundries 755 790 680 711
Bakeries 836 874 753 786

Beverage Bottling 476 496 428 446
Food Manufacturing 1910 1991 1719 1792
Meat Products 945 983 850 884

Slaughterhouse 1083 1136 976 1023

Dairy Product Processors 769 801 692 721
Canning and Packing 531 554 478 499

Grain Mills 713 747 642 672
Fats and Oils 500 523 451 471

Pulp and Paper Mfg 620 649 558 584

Inorganic Chemicals 876 922 788 830
Paint Manufacturing 1405 1470 1265 1323
Leather Tanning 1869 1953 1682 1757
Fabricated Metal 227 237 204 213
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Non Residentia4 Service Critical Users

ConstituentUnif
Sewer Service Charge

Oct 1 2009
Sewer ServiceCharge

Oct 1 2010

FlowCost per 100 cubic feet ccf 194 203
Biochemical Oxygen Demand Cost per
ound 058 060

Suspended Solids Cost per pound 075 080

Unless otherwise approved by City Council the water usage and sewer service charges shall
include an annual rate adjustment in FY2012 2013 and 2014 based upon the change in

Consumer Price Index CPI and in the case of the water rate the change in the cost of
wholesale water The rates will be adjusted by the Hayward City Council based on the

percentage change ofthe most recent CPI and the cost of wholesale water The rates will be

adopted in June ofeach year and will be effective on October 1

IN COUNCIL HAYWARD CALIFORNIA

ADOPTED BY THE FOLLOWING VOTE

AYES COUNCIL MEMBERS
MAYOR

NOES COUNCIL MEMBERS

MAYOR

ABSTAIN COUNCIL MEMBERS

ABSENT COUNCIL MEMBERS

ATTEST

APPROVED AS TO FORM

City Attorney ofthe City ofHayward

City Clerk ofthe City

2009

Hayward
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