COUNTY OF SAN MATEO

Inter-Departmental Correspondence
Department of Public Works

DATE: April 26, 2012
BOARD MEETING DATE: May 8, 2012
SPECIAL NOTICE/HEARING: None
VOTE REQUIRED: Maijority

TO: Honorable Board of Supervisors
FROM: James C. Porter, Director of Public Workg'é( |
SUBJECT: Executive Summary — Water Rates and Charges for County Service

Area No. 11, Pescadero Area

RECOMMENDATION:
Acting as the governing board of County Service Area No. 11, adopt a Resolution:

1.  Setting June 26, 2012 at 9:00 a.m. at your regularly scheduled Board meeting, as
the time and place for a public hearing on the water rates and meter service
charges for County Service Area No. 11; and

2. Directing the Director of Public Works to send a notice of the proposed water rates
and meter service charges to each property owner within County Service Area No.
11.

BACKGROUND:

County Service Area No. 11 (CSA 11) was formed in 1988 to provide potable water
service to the portion of Pescadero included within the urban rural boundaries. Water for
CSA 11 customers is provided from an underground aquifer over 230 feet below ground
and is delivered to 99 water service connections through approximately 2.2 miles of
water mains. CSA 11 water usage and service charges are collected every two months
based on rates approved by your Board. Revenue collected through water sales and
meter service charges must be sufficient to support CSA 11 operations.

On September 9, 2003, your Board adopted Resolution No. 066229 adopting the current
water service rates and meter service charges for CSA 11. Revenue generated from
these rates is not sufficient to adequately operate, maintain, and administer CSA 11.

DISCUSSION:

The water rates and meter service charges have been adjusted once (2003) since the
initial rates that were established. The current charges are comprised of a water rate
charged per unit of water consumed (1 unit = 100 cubic feet of water or 748 gallons) and
a meter service charge. Customers are billed every two months or six times per year.




The existing flat rate charged per unit of water consumed does not encourage water
conservation. The Department is recommending that a tiered rate structure, one in
which the rate charged per unit of water used increases as a customer’s usage

increases, be adopted for CSA 11.

The following are the current and proposed water service rates for CSA11:

Water Service Description Current Rates | Proposed Rates

5/8” Monthly Meter Service Charge $22.00 $28.00
1-1/2" Monthly Meter Service Charge $33.00 $42.00
Tier 1 Water Rate (0-11 HCF) $1.38 $2.69
Tier 2 Water Rate (12-25 HCF) - $4.04
Tier 3 Water Rate (26-40 HCF) - $5.45
Tier 4 Water Rate (> 40 HCF) - $7.36

The proposed water rates and meter service charges were communicated to the
property owners and customers through several meetings and two separate mailings by
the Department. Based on feedback from the property owners, the Department has
adjusted the first tier of rates from 0-8 units, as originally proposed, to 0-11 units.

The Department is recommending that the proposed rates be approved and be
evaluated one year after their implementation to determine their adequacy. We
anticipate that the tiered rate structure will encourage water conservation and revenue
estimates have been based on a reduction in water use.

We are proposing that the rate increase become effective on July 1, 2012. Staff will
continue to work with PMAC and the “Ratepayers Group” to evaluate the financial
condition of CSA 11 and develop long-term rates that will be acceptable to the
ratepayers while adequately meeting the financial obligations of CSA 11.

The water rates, meter service charges, and other associated CSA 11 charges are
described in Exhibit A of the Resolution.

County Counsel has reviewed and approved a Resolution as to form.

Your Board'’s setting of the water service rates contributes to the Shared Vision 2025
outcome of a Healthy Community by allowing for uninterrupted service to CSA 11
customers and providing revenue to CSA 11.

FISCAL IMPACT:

There is no direct impact to the General Fund. However, water service charges are
levied on properties that are either leased or owned by the County and provided water
by CSA 11, such as the County Fire Station Number 59 located on Pescadero Creek
Road.




COUNTY OF SAN MATEO
Inter-Departmental Correspondence
Department of Public Works

DATE: April 20, 2012
BOARD MEETING DATE: May 8, 2012
SPECIAL NOTICE/HEARING: None
VOTE REQUIRED: Majority

TO: Honorable Board of Supervisors

FROM: James C. Porter, Director of Public Works

SUBJECT: Water Rates and Charges for County Service Area No. 11, Pescadero
Area

RECOMMENDATION:

Acting as the governing board of County Service Area No. 11, adopt a Resolution:

1. Setting June 26, 2012 at 9:00 a.m. at your regularly scheduled Board meeting, as
the time and place for a public hearing on the water rates and meter service
charges for County Service Area No. 11; and

2. Directing the Director of Public Works to send a notice of the proposed water rates
and meter service charges to each property owner within County Service Area No.
11.

BACKGROUND:

County Service Area No. 11 (CSA 11) was formed in 1988 to provide potable water
service to the portion of Pescadero included within the urban rural boundaries. Water for
CSA 11 customers is provided from an underground aquifer over 230 feet below ground
and is delivered to 99 water service connections through approximately 2.2 miles of
water mains. CSA 11 water usage and service charges are collected every two months
based on rates approved by your Board. Revenue collected through water sales and
meter service charges must be sufficient to support CSA 11 operations.

On September 9, 2003, your Board adopted Resolution No. 066229 adopting the current
water service rates and meter service charges for CSA 11. Revenue generated from
these rates is not sufficient to adequately operate, maintain, and administer CSA 11.

The Coastal Development Permit (CDP) approved in 1990 for CSA 11 system stated
that the proposed water source had a limited life, water rates should be set to encourage
water conservation, water should be used for domestic purposes with limited landscape
usage, and alternate sources of water should be evaluated. In 2001, CSA 11 retained
consultants to evaluate the estimated remaining life of the aquifer. The conclusions



reached in 2002 were that the two (2) existing wells serving CSA 11 could fail due to lack
of water in eight (8) to fifteen (15) years or in 2010 to 2017. The analysis also concluded
that the installation of a deeper well in the vicinity of the existing wells would extend the
life of the CSA 11 water supply for at least 38 years.

In 2002, your Board directed the Director of Public Works to submit an application to the
United States Department of Agriculture (USDA) for a grant to fund a portion of the
construction cost of a new deeper well. The USDA offered a grant in the amount of
$135,000 to CSA 11. On September 9, 2003, your Board adopted Resolution No.
066230 authorizing the execution of an agreement between CSA 11 and the County that
provided a General Fund loan in the amount of $165,000 to help finance the construction
of the well.

On February 3, 2004, the Department conducted an informational meeting in Pescadero
with the CSA 11 property owners regarding construction of a deeper well. A result of the
meeting was that the Department would survey the CSA 11 property owners to
determine the level of support for construction of a deeper well. The survey indicated
that 92% of the property owners that returned surveys did not support construction of a
deeper well. On June 8, 2004, your Board adopted Resolution No. 066706 rescinding
the Agreement for a loan from the General Fund and Resolution No. 066707authorizing
the Director of Public Works to decline the USDA grant.

The process to be followed for adopting the water rates and meter service charges
includes:

1. Adopt a Resolution of the proposed water rates and meter service charges.

2. Hold a public hearing and receive testimony on the proposed water rates and meter
service charges.

Article XIlIC and XIIID of the State Constitution (Proposition 218) requires that notices be
sent to property owners alerting them of the public hearing to consider any new or
increased property related fees, and a mechanism for rejecting the fees via a “majority
protest” at the public hearing. We are recommending that your Board direct us to notify
each affected property owner in CSA 11 of the proposed water rates and meter service
charges by mail and to explain that protests to the rates and meter charges must be in
writing.

If there were a successful majority protest, the Board would be prevented from setting
the water rates and meter service charges.

DISCUSSION:

Water Rates and Meter Service Charges

The water rates and meter service charges have been adjusted once (2003) since the
initial rates were established. The current charges are comprised of a water rate
charged per unit of water consumed (1 unit = 100 cubic feet or 748 gallons of water) and
a meter service charge. Customers are billed every two months or six times per year.




The current water rate is $1.38 per unit of water and $22.00 for the meter service charge
for a residential meter. The existing flat rate charged per unit of water consumed does
not encourage water conservation. The Department is recommending that a tiered rate
structure, one in which the rate charged per unit of water used increases as a customer’s
usage increases, be adopted for CSA 11. Attachment A includes the current and
proposed water rates and meter service charges for CSA 11, as well as, the rates
currently charged by nearby water agencies. This comparison indicates that a tiered
rate structure is used by the other water agencies and that the current water rates for
CSA 11 are significantly lower than the rates charged by other agencies.

The proposed rate increase is significant, but necessary to adequately support CSA 11.
The average residential customer that uses 12 units of water per month currently pays
$38.56, which is comprised of $16.56 (12 units @ $1.38) for water and $22.00 for the
monthly meter service charge. With the proposed rate increase the same customer
would pay $61.63, which is comprised of $33.63 (11 units @ $2.69 plus 1 unit @ $4.04)
for water and $28.00 for the monthly meter service charge. This large rate increase is
necessary because CSA 11 expenditures exceed revenues and the fund balance will be
entirely exhausted by the end of the calendar year absent the rate adjustment.

CSA 11 System and Compliance

The Department has monitored the water surface elevation in the supply well for the past
several years. The results indicate that it has been dropping by approximately 0.7 feet
per year. These measurements support the consultants’ conclusions that construction of
a deeper well will be warranted. In August 2011, CSA 11 experienced a water outage
due to the failure of the pump in the supply well. It is believed that the lowered water
surface elevation caused the two year old pump to fail because it was not fully
submerged in water while it was pumping. The reliability of the water supply source for
CSA 11 and the limited water storage capacity have become issues of major concern.

The California State Department of Public Health (DPH) assumed regulatory
responsibility for small water systems from the County’s Environmental Health Division
onJuly 1, 2011. As a result of the DPH’s involvement and the recent water outage, CSA
11 is required to perform specific water testing more frequently, implement an Operation
and Maintenance Plan (Plan), provide 24 hour supervision by a certified operator, and
make necessary improvements to the system to prevent future water outages. The
requirements of the Plan are specific and require that additional staff time and contract
services be utilized to ensure compliance with the Plan. The Plan requires that specific
activities be performed by a certified operator for water systems. It is not feasible for the
Department to retain certified operators on staff and instead we are currently relying on
contract services for specific activities outlined in the Plan. The Department operates
two small water supply systems, namely CSA 7 in the La Honda area with approximately
70 connections and CSA 11. Both systems have small customer bases, limited revenue
to support required operations and maintenance, and are located a significant distance
from County offices. The limited revenue and work required for both systems does not
support having staff that are certified operators.



Public Input Process

Staff has been communicating with customers, property owners, and the Pescadero
Municipal Advisory Council (PMAC) regarding the water outage, improvements that
should be made to the system, the need for a rate increase, and proposed rates. These
communications have taken place through letters, public meetings, electronic mail, and
telephone conversations. A “Ratepayers Group” was established by the community and
has been comprised of CSA 11 property owners, PMAC members, and participants
representing the interests of CSA 11 customers. Staff has met with the “Ratepayers
Group” and provided them with detailed information regarding CSA 11 operations,
requirements, budgetary information, and the need for a rate increase. The “Ratepayers
Group” also submitted a broad Public Records Request to the Department, as well as,
other County Departments regarding CSA 11. The Department dedicated significant
staff time responding to the Public Records Request between December 2011 and
February 2012 and provided information relative to CSA 11 finances, operations and
maintenance records.

Staff met with representatives from the community on August 30, 2011 at the request of
the PMAC Chair to specifically discuss the water outage and events that occurred. Staff
has attended the monthly PMAC meetings in September and December of 2011 and
January, February, March, and April of 2012 to specifically discuss CSA 11 or to be
available for discussion. Staff met with the “Ratepayers Group” in Pescadero at the CSA
11 well site on February 15, 2012 and in our office on February 17, 2012 to discuss the
proposed rates. Additionally, the Department sent letters to all property owners and
customers of CSA 11 informing them of two public meetings held by the Department at
the Pescadero Elementary School on October 19, 2011 and February 21, 2012.

Although staff has been working with the “Ratepayers Group” for the past several
months, recent input from the group revealed a suggested revenue scenario in which the
expenditure requirements were far from being adequately met. Their proposal included
a $0.12 per unit increase in water rates, which is significantly less than the increase must
be to support the system. Based on recent input from other community members, it
appears that many customers recognize that a significant rate increase is required and
have recommended that the Department move forward with the Department’s proposed
rate increase.

The San Mateo County Local Agency Formation Commission approved a Municipal
Service Review and Sphere of Influence Update for CSA 11 (Update) at their October
19, 2011 meeting. The Update discussed the water outage, evaluated the CSA 11 past
and current budget, included a water rate comparison, and discussed options for shared
services. The Update recommended that CSA 11 proceed with a rate increase
immediately.

The proposed water rates and meter service charges were communicated to the
property owners and customers through two separate mailings by the Department.
Based on feedback from the property owners, the Department has adjusted the first tier
of rates from 0-8 units, as originally proposed, to 0-11 units. The proposed water rates



and meter service charges must support the following, at a minimum:

1. Continued routine and emergency operation and maintenance of the CSA 11
system per the Plan approved by DPH.

2. Administration of CSA 11 to comply with reporting requirements, customer support,
and customer billing.

3. Inspections to determine the condition of the wells and storage tank.
4. Upgrade existing alarm, monitoring, and electrical systems.
5.  Minimum fund reserve to respond to emergency events.

6. Long term capital improvements, including addressing the limitations of the aquifer
and storage capacity of CSA 11 system.

The Department is recommending that the proposed rates be approved and be
evaluated one year after their implementation to determine their adequacy. We
anticipate that the tiered rate structure will encourage water conservation and revenue
estimates have been based on a reduction in water use. It will be beneficial to review
actual usage inclusive of winter and summer consumption patterns. Additionally, the
Department will have data regarding the required expenditures to comply with the Plan.
During this time period the Department intends to explore options for maintaining the
system that may be more cost effective while still complying with the Plan.

We are proposing that the rate increase become effective on July 1, 2012. Staff will
continue to work with PMAC and the “Ratepayers Group” to evaluate the financial
condition of CSA 11 and develop long-term rates that will be acceptable to the
ratepayers while adequately meeting the financial obligations of CSA 11. The County’s
Ordinance Code allows for the formation of a Customer Advisory Committee for water
districts. The committee is advisory to the Director of Public Works and the customers of
CSA 11 may be interested in establishing a committee. The Department will work with
the community to establish a committee if that is their desire.

The water rates, meter service charges, and other associated CSA 11 charges are
described in Exhibit A of the Resolution.

County Counsel has reviewed and approved a Resolution as to form.
Your Board'’s setting of the water service rates contributes to the Shared Vision 2025

outcome of a Healthy Community by allowing for uninterrupted service to CSA 11
customers and providing revenue to CSA 11.



FISCAL IMPACT:
The following are the current and proposed water service rates for CSA11:

Water Service Description Current Rates | Proposed Rates

5/8” Monthly Meter Service Charge $22.00 $28.00
1-1/2" Monthly Meter Service Charge $33.00 $42.00
Tier 1 Water Rate (0-11 HCF) $1.38 $2.69
Tier 2 Water Rate (12-25 HCF) - $4.04
Tier 3 Water Rate (26-40 HCF) - $5.45
Tier 4 Water Rate (> 40 HCF) - $7.36

A residential customer that uses 12 units of water per month currently pays $38.56 per
month and would pay $61.63 per month with the proposed rates.

We estimate that it will cost approximately $200 ($2 per rate payer in CSA 11) to
prepare, print and mail individual notices to each property owner in CSA 11. This cost
will be paid from the revenue of CSA 11.

There is no direct impact to the General Fund. However, water service charges are
levied on properties that are either leased or owned by the County and provided water
by CSA 11, such as the County Fire Station Number 59 located on Pescadero Creek
Road.

Attachment A:  Monthly Meter Service Charges and Water Rates Comparison




Attachment A

Monthly Meter Service Charges and Water Rates Comparison

CSA-11 Other Water Agency Rates
No. of Customers 99 6,583 12,412 1,656
Current | Proposed | Coastside | North Coast Montara
Rate Rates County |County Water Water &
Water Sanitary
5/8" x 3/4" Monthly Meter
Service Char)g/]e $22 $28 $15.36 $24.94 $20.84
1-1/2" Monthly Meter
Service Charge $33 $42 $74.32 $44.95 $37.51
Tier 1 Water Rate $2.53 $6.54
(0-11 Unit) $1.38 $2.69 $5.02 (0-5 Unit) | (0-6 Unit)
Tier 2 Water Rate $5.62 $8.72
(12-25 Unit) - $4.04 $5.53 (6-16 Unit) | (7-13 Unit)
Tier 3 Water Rate $8.04 $10.90
(26-40 Unit) - $5.45 $7.19 | (17-28 Unit) | (14-27 Unit)
Tier 4 Water Rate $14.75 $15.26
(> 40 Unit) - $7.36 $8.88 (>28 Unit) | (> 27 Unit)

1 Unit = 100 cubic feet or 748 gallons of water




Notice of Public Hearing

The County of San Mateo Board of Supervisors has scheduled a public hearing on

proposed water rate and meter service charge increases for County Service Area No.
11.

The public hearing will be held on Tuesday, June 26, 2012 at 9:00 A.M. in the
Chamber of the Board of Supervisors, located in the Hall of Justice and
Records, 400 County Center, Redwood City, California. The meeting will be open
to the public and anyone interested may appear and be heard on this matter or
submit a written statement.

If you own property in County Service Area No. 11, you may obtain information about
these rates from the County of San Mateo Department of Public Works, 555 County
Center, 5™ Floor, Redwood City, telephone (650) 363-4100, between the hours of
8:00 a.m. and 5:00 p.m., Monday through Friday or by visiting the Department of
Public Works’ website at: www.co.sanmateo.ca.us/water.




RESOLUTION NO.

BOARD OF SUPERVISORS, COUNTY OF SAN MATEO, STATE OF CALIFORNIA
ACTING AS THE GOVERNING BOARD OF COUNTY SERVICE AREA NO. 11
* * * * *x *
RESOLUTION:

1. SETTING JUNE 26, 2012 AT 9:00 A.M. AT THE REGULARLY SCHEDULED
BOARD MEETING, AS TIME AND PLACE FOR A PUBLIC HEARING ON THE
WATER RATES AND METER SERVICE CHARGES FOR COUNTY SERVICE AREA
NO. 11; AND
2. DIRECTING THE DIRECTOR OF PUBLIC WORKS TO SEND A NOTICE OF THE
PROPOSED WATER RATES AND METER SERVICE CHARGES TO EACH
PROPERTY OWNER WITHIN COUNTY SERVICE AREA NO. 11.

RESOLVED, by the Board of Supervisors of the County of San Mateo, State of

California, as the governing board of County Service Area No. 11, that

WHEREAS, in 1992 the Board of Supervisors adopted Resolution No. 56747
establishing regulations and rate schedules for furnishing of water service within County

Service Area No. 11; and

WHEREAS, in 2003 the Board of Supervisors adopted Resolution No. 066229
increasing the rate schedules for the furnishing of water service within County Service

Area No. 11; and

WHEREAS, it is necessary and desirable to amend the regulations to operate
and maintain the water system and increase said rate schedules as shown on Exhibit A
in order to meet the anticipated financial obligations for County Service Area No. 11;

and



WHEREAS, the Constitution of the State of California requires that written notice
of any proposed new or increased fees or property related charges be provided by mail
to the record owner of each parcel upon which the charge is proposed for imposition;

and

WHEREAS, in light of the proposed increase of the rates in the County Service
Area No. 11, written notice of the proposed increase must be provided to the record

owner of each parcel within County Service Area No. 11; and

WHEREAS, in accordance with Proposition 218, the time and place of a hearing
thereon to be published once a week for two successive weeks prior to the date set for

hearing in a newspaper of general circulation in County Service Area No. 11.

NOW, THEREFORE, IT IS HEREBY DETERMINED AND ORDERED that:
Tuesday, June 26, 2012, at 9:00 A.M., in the Chambers of the Board of Supervisors of
the County of San Mateo, in the Hall of Justice and Records, Redwood City, California,
is hereby fixed as the time and place of the hearing on the water rates and meter

service charges for County Service Area No. 11.

IT IS HEREBY FURTHER DETERMINED AND ORDERED that the Department
of Public Works shall cause a copy of the "NOTICE OF PUBLIC HEARING", attached
hereto, to be published once a week for two successive weeks prior to the date set for

hearing in a newspaper of general circulation in County Service Area No. 11.

IT IS HEREBY FURTHER DETERMINED AND ORDERED that the Director of



Public Works shall prepare a written notice of the proposed rates for County Service
Area No. 11 as shown on Exhibit A, which rates will be the basis for the imposition of
the water service charges in said County Service Area No. 11, and that the notice be

sent by mail to the record owner of each parcel within County Service Area No. 11.



EXHIBIT A

EFFECTIVE JULY 1, 2012

SCHEDULE OF “RATES FOR WATER SERVICE” FOR

COUNTY SERVICE AREA NO. 11 (CSA 11)

SERVICE CONNECTION CHARGE CHARGE
METER DESIGNATION AND SIZE

A. 5/8”" x 3/4” $660.00
B. 1-1/2” $1,650.00
C. FIRE DETECTOR CHECK $1,650.00
BUY-IN CHARGE CHARGE
A. 5/8” x 3/4” CONNECTION $10,280.00
B. 1-1/2” CONNECTION $12,850.00

Buy-In Charges reflect July
1, 2011 ENR Construction
Cost Index. Buy-In Charges
to adjusted annually on July
1 according to the ENR
Construction Cost Index

METER DEPOSIT DEPOSIT
A. 5/8” x 3/4” $35.00
B. 1-1/2” $250.00
C. FIRE DETECTION CHECK $35.00

SERVICE CHARGE
METER DESIGNATION AND SIZE

MONTHLY CHARGE

A. 5/8" x 3/4” $28.00
B. 1-1/2” $42.00
C. FIRE DETECTION CHECK $28.00
D. ACCOUNT NOT IN SERVICE $0.00
WATER CHARGE CHARGE
UNITS (Per HCF — 100 cubic foot of water delivered)

A. TIER 1 WATER RATE (0-11 Units) $2.69
B. TIER 2 WATER RATE (12-25 Units) $4.04
C. TIER 3 WATER RATE (26-40 Units) $5.45
D. TIER 4 WATER RATE (>40 Units) $7.36

BULK RATE WATER PERMITS
TANK CAPACITY

PER TANK CHARGE

A. 1,500 GALLONS OR LESS

$1,500.00

B. OVER 1,500 GALLONS

$3,000.00
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MISCELLANEOUS FEES CHARGE

REASON

A. DELINQUENCY $30.00

B. METER TEST (AT CUSTOMER’S $200.00
REQUEST)

C. REINSTALL METER (REMOVED FOR NON- | Upto 1" Meter — 250.00
PAYMENT) Over 1” Meter — $300.00

D. METER REPLACEMENT (AT CUSTOMER'’S Up to 1" Meter — 250.00
REQUEST) Over 1" Meter — $300.00

E. RECONNECTION OF SERVICE

One half (1/2) the
service connection
charge for a new water
service

G. FIRE HYDRANT FLOW TEST PERMIT (FOR
PRESSURE DERTERMINATION)

$200.00

H. RELOCATE WATER METER (FROM
OBSTRUCTIONS)

100% of the service
connection charge for a
new water service
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