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"REGULAR.

NUMBER:  208.38

TYITLE: - AN ORDINANCE OF THE CITY OF MEPHAS AMENDING 'E‘ITLE V{ﬂ, CHAPTER
2, SECTIONS 6. 01 AND 7.05 OF THE MILPITAS MUNICIPAL CODE, RELATD\TG
TO SEWER SERVICE CMGES AND SEWER CONN}ECT ION FEES
RESPECTIVELY

BISTORY: Tkus ordinance was introduced a’c a meetmg of tha C1ty Councﬂ of the C1ty of Mllpnas
on May 6, 2003, by. motion of Councﬂmember Polanski, and was adopted at a rmeeting of
said Council on Iune 3, 2003 upon motion of Counmlmember Gomez by the foliowmg

o vole: .
A YES o ( 4)-1»- . :MaYO r Bstevas and Comcﬂmembers Dixén, GDmGZ, &nd
o _ Polanskl }
UNOES:  (0)  Nome

ABSENT: (1) - Councilmeraber Liverigood .

ABSTAIN: * (0) ~ Noos

ATTEST: - ' APPROVED:

SN <

J osf g. ‘éstev_es, Mayor

gl Blalock, City Clerk

- APPROVED AS TO FORM:

Sfeven T. Mattas élty A’ctorney 3

" ORDAINING CLAUSE:
THE CITY COUNCIL OF THE CITY OF MILPITAS DOES ORDAIN AS FOLLOWS:
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'_ Section 1. Amendment to Section VIII-2-6.01. SECTION VHI«B 6.01 OF THE MILPIT AS .
MUNICIPAL CODE IS HEREBY AMENDED TO READ AS FOLLOWS:

| VIE-2-6. 01 Sewer Service Charges: The following amounts shall be assessed upon each premme
mamtammg a sewer cormection Wzth the City's sewape system. S

I, RESIDENTIAL - Bimonthly for each dwelling unit

[ Cagory FY 2003/04

Single Family Per Dwelhng Unit - | $46.10
A Multi-Farndly Per Dwelling Unit - $33.82
Mobile Home Parks Per Dweﬂing Unit $21.27

2. COI\MERCIAL INDUSTRIAL AND MISCELLANEOUS }?REMISES

. a) FlatRate: For non-residential accounts, there shali be a fiat rate assessed every billing cycle during
which riormal billing takes place, regardless of the amount of sewage discharged, in the amount of
$7.78 per bimonthly period to defray billing and sewer system administration costs, '

b) Quantity and Strength Charges: For each commercial, iﬁdﬂstciai or miscellaneous premises, a
chazge for each one hundred cubic feet of water used per billing oycle shall be charged as follows:

Category FY 2003/04

1 Motels, Hotels & Senior Citizen Housmg Developments 1 8176
General office, banks, government offices general merchandise, retail, and - $1.55
shopping centers; building, hardware, and gardening material facilities; atuserment-
centers, and theaters ,
City of Milpitas ‘ : ‘ . $1.54
Service stations; repair shops, and car washes ‘ | §1.75
Eating and drink establishments $3.46
Personal services — laundry, ba.rbarfbeauty shops, cleaners .= 1 $1.54

{ Jefferson Smurfit Corporation ‘ - $0.60
T, Marzetti Co, o $5.12

| Prudential Overall Supply . $1.97
Kicor Inc., i 3122
Loral-Fairchild- Lockheed B2l .
US Filter : : . ' $1.62
Sipex Corporation : , ' . 18%l24
Lucky Pure Water . ‘ E 1 %082
Calistoga Mountain Spring Water = o - |%0.81

. Milpitas Materjal $0.01
Union Pacific Raiiroad $3.39
Headway Technology Comporation $1.58
Electrical and electronics design, fabrication, assembiy and storage facilities $1.54
Metal fabrication, machinery, and too] fibrication facilities ‘ ' $2.26
Linear Technology Corporation ‘ $1.45
Seagate Technology - . $1.24
Schools, colleges and churches ' $1.79
Convalescent hospitals, day care centers, and healt‘h service fac111t1es : $1.70
Elmwood Rehabilitation center | §1.84
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3. Purpose of Chaxge The puxpose of these charges is to defray the cost of operation and ‘
maintenance of the City’s facilities, the cost of sewage treatment; and the debt:service forthe -
réveniie bonds to finance the City’s propottionate share of capitdl nnprovements at ’che San :
Jose/ Sémta Clara Water Poilutlon Contro} Plant. - : o

[

‘4. Bffective Date: The sewer service charges in Seciion 6.01 as established by Ordénancc 2’08 38 .

shall become effective for utility bills issued on or after August 1, 2003, for meters read on or after |

July 22, 2003 All bills malled thereafter shall be charged these c'harges _

Section2.  Amendment to Section VIII-2.7.05. Section VI}I~2—7.QS OF THE MILPITAS
MUNICIPAL CODE IS HEREBY AMENDED TO READ AS FOLLOWS:

VII-2-7.05  Counection Fees for Comiéctors apd Imstaliers

Prior to copnection to any sewer im& of City or issnance of building permit (whichever ocours ﬁrst}, or
prior 1 a change in use that reésulis in an increased average daily waste weter flow due fo the change in
use, conmnectors or dcve‘mpers shall pay io the City a fee for connection o the City's sewerage system as
shown below:

C A $1,908 per single family dwelling unit.
- B. $1,406 per dwen'ing unit at multi-family dwelling dévelﬂpments

C. $8 52 per gallon per day of estt.mated average daily wastewa‘ter discharge for non-residential
sites.

Notwithstanding the foregoing, connectors or developers with projects meeting the following oriferia
shall be subject to the provisions of this section in effect prior to the effective date of the amendments to
this dection enacted by Ordinance No. 208.38:

{(2) Projects requiring discretionary plaﬁmng appmval with applications that are deemed complete
prior to July 15, 2003; and

(b) Projects that do notrequire discretionary planning approval ’fhat receive building pemnts pru)r 0
Tuly 15, 2003.

Section 3. Validity of previons Code Sections. If this entire Ordinance, or portions hereof, or ifs
application is deered invalid by a court of competent jurisdiction, any amendments made to the Milpitas
Municipal Code by the Ordinance will be rendered void and cause the amended sections to remain in full
force and effect for all purposes.
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" Section 4, Effective Date; Publication. Except as provided below, this Ordinance shall take effect '

30 days following its passage, and priot to the expiration of 15 days from the passage thereof shall be

~ published at least once in the Milpitas Post, 2 newspaper of general circulation, published and circulated
in the City of Milpitas, County of Santa Clara, thenceforth and thereafter the same shall be in full foree

and effect. Notmthstandmg the foregomg, section 2 of ‘51118 Ordinance shall becomes effectwe Iuly 15,

2003 o . : . _
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CERTIFICATION OF CITY CLERK -
. QRDINANCENOZ ...

I, Gml Blaieck, Czty’ Clerk of the C:,ty of Mllpltas, do ereby certlfy that the attached-

¢ Ordinance is 2 true and cbrrect copy of Ordinance No. 230, 2 of the Cuy of Milpitas, that

said Ordinance was doly enacted and adopted by the Czty Couneil of the City of M tilpitas

at a meetmg of said City Council held on the 19 . day of August 2003, and that said
Ordinance has been published and/or posted'in fhé manner zequzred by law.

WITNESS my hand and the- Offimal Seal of the Czty of Mllpﬁ:as Cahfonna this

By ‘3{_}‘.-”3; -

2157 day of Augnst, 2003,

Ry
GailBlalock ~ *°
City Clerk
Ordinance No. 239.2

)
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REGULAR
NUMBER - 239.2

TITLE: AN ORDINANCE OF THE CITY OF MILPITAS AMENDING CHAPTER 16,
TITLE X1, SECTION 15 OF THE MILPITAS MUNICIPAL CODE, RELATING
TO STORM DRAIN CONNECTION FEE. | ‘

HISTORY: This Ordmance was mfroduced (ﬁrst readmg} by the City Council at its meetmg of
: " August 5, 2003, upon motion by Vice Mayor Dixon and was adopted (second reading)
by the City Coungeil at its meeting. of August 19, 2003, upon inotion by Councilmember
Gomez. Said Ordinance was duly passed and ordered pubixshed in accordanoe with law

. by the followmg vote:
CAVES: (5) Mayor Estevas and Councﬂmembers Dmxon Game:z, '
T Livengood, and Poiansla o |
NOES: (@)  None
N3/ (1) e T

" ABSTAIN:  (0)- None -

ATTEST: o ° APPRQVED:

/_;L,W T2 D S (/ (\ %
Gaxl Blalock, City Clerk - ‘ _ 3'7? Esteves, Mayo{
APPROVED AS TO FORM:

‘ORDAINING CLAUSE:
"THE CITY COUNCIL OF THE CITY OF MILPITAS DOES ORDAIN AS FOLLOWS:
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Section 1. A{idiﬁon of Section XI-16-15. Tiﬁe X1, Chapter 16, Section 15'is hereby addcd 1o r&ad,@gﬁgl}pwg

X615 '

' Przor to cannect;on o

Cunnecﬁmn Fees

scharga io any Clty storm dra,m faclhty (dlrecﬂy or mdueoﬂy) aonnuctnrs sbaIE

pay City a fee for. connectxon/dmcharge to, the Cxty 5 storm d:ram system as foiiows

; ;$1,916) per parceI f'or' singl

_ $L,100 per parcel for smgle farnily medmm dﬁmziy WIT.I’J. paroel suce: equal or smaller than
- 8,710 squaze, feet (1/5 acra)‘ T ) _ ‘

; ,lgw densny, vnﬁ parcel sxze “between 8,711 and
43,560 square feet (be‘f:weeﬁi/ﬁ acte and 1 acré).

$3,594 per paxoel for single famﬂy vm:h parcai size between 43,561 and 174, 249 square

-, feet (between 1 acre and 4 acres). .

. §4,792 per parcel or single family thh parcel size between 174, 241 and 392,040 square

feet (between 4 and 9 aczes)

$6,468 per parcel for smgle famzly with parcel size greater than 392 040 sguare feet (9

H.

IR

The purpose of the fee unposed by ihzs section is to fund facilities (whe’zher present!y in existence or not)

TECERY

$16,771 per acre for roulti-family developimsits.

$21 562 per acre for. all others (such as connnarmal industrial, instifutional, or mxed use
sztes) - '

$7, 187 per acre for schools (wzth athletic fields), otherwise consider as mstttut:onai

%4, 792 par acre for parks

necessary o provide storm drain services, and revenues derived from the fe:e 1mposcd by this secmn
shiall be useéd solely for that purpose.

Section 2. Exemption for Certain Pending Projects, Notht]:s’candmg the foregomg, connectors with projcsts
meetmg the following criteria shall not be subject to the provisions of section 1 of thzs ord:nance B :

(@

Projects requiring discretionary planning approval with apphcatmns that are deemed

complete prior to October 15, 2003; and

()

Projects that do not require diseretionary planning appmval that receive building permits

- prior fo October 15, 2003.

Section 3. Effectwe Date; Publication, Except as provided below, this Ordinance sha]i ta,ke effect 30 days
_ follomng its passage, and prior to the expiration of 15 days from the passage thersof shell be published at least
once in the Milpitas Post, a newspaper of general cironlation, published and circulated in the City of Milpitas,
County of Banta Clara, thengeforth and thereafter the same shall be in foll force and effect. Notw&thstandmg the

“foregoing, section 1 of this Ordinance shall become effective October 15, 2003,
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REGULAR

NUMBER: -

TIILE:

HISTORY:

ATTEST

@f\m “\\C{&M ;maa\__.

12041

AN DRDE\TANCE OF THE CITY OF MILPITAS A.MENDING SECTIONS 6 13,
6.14,6.15, 6. IGAND 7.01, CHAPTER 1, TITLE VIIL.OF THE MILPITAS
MUNICIPAL CODE,; RELATH\?G TO WATER SERVICE CHARGES AND
CONNECTION FEES

This ordinance was introduced at 2 meetmg of the C1ty Councﬂ of the Cfey of Milpitas
on May 6, 2003, by motion of Councilmember Polanski, and was adopted af a meeting
of said Couneil on Fune 3, 2003, upon motion of Commcﬂmembar Gomez by the
followmg vote: :

AYES: {4  Mayor Esteves and Counoﬂmembers szon Gornez, and.
: : }?olanskl . _
NOES:  (0) Noue

ABSENT: (1)  Councilmember Livengood

ABSTAIN: (0) None

APPROVED:

.%\Gaﬂ Blalock City Clark d, JoselS. Bstepes, Maydr'

' APPROVED AS TO FORM:

’//WWQQM?@W

Steven T, Matias, C:ﬁr Attorney

ORDAINING CLAUSE:

THE CITY COUNCIL OF THE CITY OF MILPITAS DOES ORDAIN AS FOLLOWS: |

60906_0
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Section 1.

Amendment to Section VIIE-1-6.13. Title VI, Chapter L, Section.6.13 of the Milpitas

Musicipal Code is hereby amended {o read as follows:

VII-1-6.13

Secﬁoﬁ 2.

Categories .~ '~ 7 Tiers L

Residential customers =~ | 1-20 hcf f_$1 15

(per dwelling bnit) - A

C _ 214;}10:?_ _$2 42

Commercial, Industrial;- B $.’2.64 =

& Ingtitutional - - S .
. .| Recyéled] Industﬂai A T ) - 7

Provess Use "~ ~ fo o pte

Recycled Sanitary Use |~ [ $L327 7

(Inside Dual Plumbing) - |-~ - -~ - =

Potable:]mgahon DR B b X

Recycled (Formerly ' | %0.58

Served by Wells)- - D R

Recyclcd (Agrzcu},turai : 1 86.22

For City Accoun‘fs o © 13055

Recycledy -~ - - DR IR,

Recyeled (All other) | 8241

Santa Clara County (BEd - 18107

Levin Park) . 1.

City'of Milpitag accounts |~ | $1.06

(potable)

Quantity Charges:

The quantity charges pér huﬁdmd cﬁb{c“ﬂf’é%t for meiered water service shiall be as follows:

T 2003/2094 Rate

No adjustme:nts shall be granted to any water account holder dué to vatiation in the days of
sérvice for any bimrionthly billing penod Acceptable days of serwoe range from 50t 69 (iays
per bimorithly billing penod ' . ~ i

- Amendment to Section VIXE-1-6.14. Title VII, Chapter i, Seotwn 6.14 of the Mﬂpﬂas

Municipal Code is hereby amended to read as follows:

VIN-1-6.14

Bimonthly Water Meter Charges:
Water Meter Charges:
The bimonthly charges for water meters shall be made on the basis of the size of the water

meter (excluding Recyc}cd Imgaﬁon Formeﬂy Served by Wells and Agncultural Service -
customers), and shall be as follows:’

§0906_0
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"7 '&)  For Residential Ctistomexs:

Water Meter Size, inches

Charges, §

5/8 $14.60

1 3/4 $15.52
I $22.05
1-1/2 1827.80
2 1$36.28 .
3 $97.14
4 $123.09
6 $187.84
8 $246.11
10 $356 25

b)  For Non-Residential Customers (excluding Recycled irrxgatmn Fermerly Served hy-‘

Wells and Agricaltural . Serwce custoners):

Water Meter Size, inches Charges,- $
5/8 $15.41
3/4 $16.38
I $23.31
1-1/2 | $26.38
2 $38.31
3 | $102.58
4 $129.96
6 $198.38
8 $259.92
10 $376.24
c) Far Recycled Irrigation Formerly Served by Wells and Avncultural Service
Customers:
- $60.060 bzmonthly
Section 3. Amendment to Section VIII-1-0. 15 Title VI, Chapter 1, Sectzon 6.15 of the Mﬂpztas

Mumcxpal Code is hereby amended o read as follows:
VI~ 1~6 15 Fire Servmta Charges:

The bimonthly charges for fire services provided by deteétor check valves ghall be made on the
- basis of the size of the detector check valve, and shall be as follows:

a)  For Residential Customers:

Detector Check Valve Size, inches | Charpes, $
‘ $23.35
$35.07
$38.96
$50.68
‘ $62.34

0 : ‘ $74.04

ped R 2 R AN BN AV R V]
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b}  For 41l Other Custon;ers_:

Petector Check Valve Size, inches | Charges, §
2 $24.69
3 $37.04
4 $41.15
& $53.53
8 $65.83
10 $78.16
Section 4, Amendipent to Section VIII-1.6.16, Title VI, Chapter 1, Section 6.16 of the M11p1tas

- Mumclpal Cods is hereby amended 10 read as follows
VI,II—LG.I_& . Effective Date of Waterv Rates:

The ﬁa’_sar quantity charges in Section 6.13, the water meter charges in Section 6.14, and the fire service chaxgeé
in, Section 6.15 as established by Ordinance No. 120.41 shall become effective for utility bills issued on or after
August 1, 2003 for meters read on or after July 22, 2003, All bills mailed thereafter shall be based upon these
charges.

'Section5.  Amendment fo Section VITI-1-7.01. Title VII, Chapter 1, Section 7.01 of the Milpitas
Municipal Code is hereby amended to read as follows: .

- VIE- 1~ 7 01 Connection Fees; Compuiation of Fees

Pnor to connection to any water line of City, or issuance of buﬂdmg perinit (whwhever ocours first), or prior to 2
change in use that resuits in an increased average daily water use due to the change in use, connectors or
. developers shail-pay to the City a fee for connection to the City’s water system as shown below:

701-1.1  $1,910 per single family residerice.
. 7.01-1.2 $1,164 per dwelling unit for multi-family developments.
7.01-1.3 $5.97 per éalion per day of estimated average daily water use for non-residential sites

Notwithstanding the foregoing, connectors or developers with projects meeting the following criteria shall be
subject to the provisions of this section in effect prior to the effective date of the amendments to this section
enacted by Ordinance No. 120.41;

(a) Projects requmng discretionary planning approval with apphca,hons that are deemed complete prior to 'J'uly
15,2003; and

(b} Projects that do not require dzscrctwna:xy planning approval that receive building perrmts prior to July 15,
2003.

“Section 6. Validity of previous Code Sections. If this entire Ordinance, or portions hereof, or its
application is deemed invalid by a court of competent jurisdiction, arny amendments made to the Mﬂpitas
Munioipal Code by the Ordinance will be rendered void and cause the amehded sectxons to remain in full force
and effect for all purposes. :

Section 7. Effective Date; Publication. Except gs provided below, ‘this Ordinance shall take effect 30 days
foliovm:g its passage, and prior to the expiration of 15 days from the passage thereof shall be pubhshed at least
once in the Milpitas Post, a newspaper of general circulation, published and circulated in the City of Milpitas,
County of Santa Clara, thenceforth and thereafter the same shall be in full force and effsct. Notwithstanding the
foregoing, section 5 of this Ordinance shall become effective July 15, 2003,

60906_O
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Financial Utility
Master Plan

April 2003

BARTLE WELLS ASSOCIATES
INDEPENDENT PUBLIC FINANCE ADVISORS
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1889 Alcatraz Avenue

BARTLE WELLS ASSOCIATES Berkeley, CA 94703
INDEPENDENT PUBLIC FINANCE ADVISORS 510 653 8399 fax: 51{) 653 3769

www.bartlewells.com

April 23, 2003

City of Milpitas
455 East Calaveras Boulevard
Milpitas, CA 95035

Attn:  Darryl Wong, Principal Civil Engineer -
Re:  Financial Utility Master Plan

Bartle Wells Associates is pleased to submit the attached Financial Utility Master Plan
for the City's water, recycled water, wastewater, and storm drain utilities. Key elements
of the financial master plan include developing long-range financing plans, utility rates,
and connection fe€§ 1o support the ongoing operating and capital requirements of the
City's utilities. .

The recommendations presented in this report were developed with a great deal of input
from City. staff and a Citizen Task Force representing residential, senior citizen,
commercial/industrial, and institutional customers. Special thanks to all members of the
City's project team including Darryl Wong, Marilyn Nickel, Aparna Chatterjee, )
Mike McNeely, Emma Karlen, Joanne Johnson, and other staff who contributed to the
project.

We enjoyed working with the City on this assignment and remain available to provide
assistance as needed in the future. '

Very truly yours,
BARTLE WELLS ASSOCIATES

% Ao UFwlon— ok P
Douglas R. Dove, ».2, crpra Alex T. Handlers, crera Sophia D. Skoda, »E, crera
President ' Senior Consultant Senior Consultant

Cliarter Member/National Association of Independent Public Finance Advisors



Engmeermg Dmswn

Toz v i 'Mzke McNeely, Clty Engmeer
From: ' - Da:rryl Wong, Utﬂlty Engmeer
Subject: - - Draft Utﬂlty Financial Master Pian -

Date: April 8, 2003

Introduction. The City Council approved a consultant agreement - on February 19, 2002 for the
development of a comprehensive Utility Financial Master Plan (Master Plan) for the water,
wastewater, and stormwater programs. This document prevldes background and selected.
hlghhghts of the Master Plan effort, . Further details on specific findings and recommendathS
may be found in the Executlve Sumary sectmn ef the Master Plan (copy attached as part of the
Maste;:’Plan) L e et e

Background. The objective of the Master Plan effort is "to develop a comprehensive 20-year
 financial master plan and rate structure for water, wastewater, and stormwater utilities that will
result in adequate resources for prowdmg quahty services, whﬂe mamtaunng balanced utility

budgets" In: order to accomphsh the ob; ective, the. folleng gu1d1ng prmelples were followed

® Refiect costs of servme T -

Be fair and equltable to, unhty ratepayers o '
Incorporate technically sound, reasonable, and defens1ble methodology
Establish utility charges that will meet the City's revenue requirements
Remain compet1t1ve with ne;ghbonng communities on rates

® & @ @

A Milpitas 01t1zens task force has convened monihly since July 2002 to asgist in the plan
development. The task force was requested to "provide perspective review towards developing
and ad()pting a utility financing structure that will result in continued robust, high quality utility
services while maintaining a balanced budget”. The membership, compnsed of representatives
from each of the city rate categorles consisted of:

® Douglas Chun, Chair. ‘Residential Representative, Water Quality Manager, Alameda
County Water District.

e Keith Walker, Vice Chair. Institutional Representative, Facilities Manager, Milpitas
Unified School District.



John Hemstreet. Commercml/kldustnal Representauve Asszstant Plant Manager T _
- Marzetti. : i

Henry Ku Senior Citizen Represen’catwe Hydrologzst USGS retlred

- _;'Members were bnefed on Water sewer and storm draln systems to provxde them W‘lth sufﬁcwnt
background to participate in the plan development. Information on the physical infrastructure -

~ systems; facility operations, wholesale suppliers, anticipated system demands, the city utility

financial system, capital improvement program, and rate structure were presented and reviewed.

Equity issues, rate development premises, funding needs, and cost comparisons to other

municipalities were discussed. Staff received comments as the document was being developed,

and has integrated the input into the document.

On February 10, 2003, the Utility Rate Subcommittee was briefed on the Mastef Plan.
Background on the plan and findings was provided, and comments received to include into the
document.

Affécﬁﬁg‘?tﬁecas’t ofsemceare '_“émdﬁg =ofhers- the faliéWiﬁg‘ factors:

® Faclhty rep!acem ni costs. , The City has 3 substant1a1 investment in utilities. It is estimated
that the total 1 plac Tient valie forthe water system is $165 million, for the sewer system is
$164 million, and the storm draiti system is $240 million. As the city celébrates its 50th -
birthday, system components are reaching the end of their useful Tives and repldcements or
retrofits are needed to maintain the system in proper operating condition. Current upgrades
include retroﬁts to our hillsi_de reservoir, an_d raplacement of_ _booster pumps.

® Capltal Improvement Prugram. Cap1t:a1 1mprovement program is estabhshed to meet clty
service demands (as 1dent1ﬁed in the City Water and Sewer Master Plans) by |
regulatory/liealth and safety mandates, and by operational nieeds. About $20 million is
needed for water and sewer capital improvements over the next ten years Major projects
include a new well to provide emergency drinking water supply, resérvoir upgrades to
accommodate a disinfectant change implemented San Francisco }’ubhc Utility Comzhission,
seismic protection improvements, and sewer systein capacity improvenients, '

e Wholesale rate increases. The San Francisco Public Utility Commission has estimated that
wholesale rates will triple in ten years, the Santa Clara Valley Water District has estimated a
doubling of rates in ten years. The Regional Water Pollution Control Plant has identified
additional improvements and facilities needed to meet regulatory and other mandates of $121
million over the next five years, thh additional 1mprovements possﬂoie the City share of
these costs is about 7.5%.

e Fund reserves. Current water and wastewater fund reserves are below prudent levels needed
to provide financial buffer for unanticipated operating or capital costs, cover periodic’
fluctuations in collections, and fund financial emergencies. Water and Wastewater expenses
are exceeding revenues. For instance, even with the recommended rate increases, water
balances will fall below $1 million in about two years, well below the prudent level of $4.0
million.



o  Storm Drain'system. The city does not have a dedicated storm drain revenue strear for
maintaining the storm drain system. About $3 million pet year is needed to operate and
“maintain, support flood plam management efforts, and to support new, more stnngent State
and Federal requirements for stormwater discharge. ~ *

Findings. The Master Plan provides a guideline for planned rate and fee adjustments to meet
cost of service needs. The following are some of the key recommendations of the Master Plan.
1) Maintain Prudent Fund Resérves - The foﬂowingminimum reserves are recommended:

e  Water Fund; | . 30% of annual O&M ‘

- © Sewer Fund: ' 25% ofannual O&M
e Recycled Water Fund 25% of annual O&M.

2) Financing - Pay~és—you—gd financing is recommerided to the extent possible and prudent.
Projections indicate that the City should be able to fund capital improvements on cash basis
using reserves, service charge revenues and connection fees recommended in the Master
Plan.

3) Infrastructure Fund - The City has completed a separate evaluation of projects needed to
replace facilities, which are reaching the end of their useful life. The majority of the
pipelines have an estimated service life of about 35 to 100 years, depending on the material,
and some of the lines will gradually need replacement in a few years. Replacement costs will
begin to accelerate over the next decade. A designated infrastructure replacement fund is
recommended.

4) Connection Fees - The City has not updated its water and sewer connection fees for at least
18 years and the fees are among the lowest in the region. Updates of these connection fees to
recover costs of infrastructure needed to serve new deévelopment, and the implementation of a
storm drain connection fee is recommended. The combined water, sewer and storm drain
connection fees for new single family residents would be below the average for the region.

5) Water and Wastewater Rates - A planned approach for rate adjustments to adequately
fund-long term wholesale, capital improvement, and infrastructure replacements was
developed and reviewed in detail. Steady annual rate increases for the City costs {capital
improvements, infrastructure replacement and fund balances) plus a wholesale cost pass-
through s recommended. The result would be a typical single-family cost increase of a little
over a dollar per month for water and for sewer, plus a pass through of wholesale costs.

6) Storm Drain Rates - A dedicated charge to recover costs for new storm drain system
investments, replace facilities as they reach the end of useful life, and provide operation and
maintenance funding is recommended. Development of a proposed service charge
mechanism over the coming year is recommended.



The Master Plan provides the City with its first comprehensive guideline for financing wholesale
cost increases, operatmn and maintenance needs; capital improvements, and infrastructure
replacement while. mamtalmng a. prudent fund balance _The document represents amajor effort
to provide the City with a funding plan to mamtam quahty ut111ty services on a long-term basis.

cc:  Tom Wilson, City Manager
Blair King, Assistant City Manager -
Emma Karlen, Finance Director
Utility Engineering: 40- 7096 ‘
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ES EXECUTIVE SUMMARY

ES.1 Introduction

In February 2002, the City retained Bartle Wells Associates to develop a comprehensive
Financial Utility Master Plan for the City's water, recycled water, wastewater, and storm
drain utilities. Key elements of the master plan include developing Iong-range ﬁnancmg
plans and utility rates to support the ongoing operating and capital requirements of the
City's utilities. The recommendations were developed with substantial input from City
staff, the City's engineering consultants, and a citizen task force representing residential,
commercial/industrial, and institutional customers.

Study Objective — To develop a comprehensive 20-year financial master plan and rate
structure for water, wastewater, and storm drain utilities that will result in adequate
resources for provzdmg quality services while maintaining balanced utility budgets.

ES.2 Financial Plan Guidelines

The report develops a number of 'g'émerai financial plan guidelines as summarized below.

ES.2.1 Rate Adjustments

Over the long-term, substantial utility rate mcreases are needed to meet the operatmg and
Capltal requlrements of the City's water and sewer enterprises. Rather than adopt large
rate increases in the short-term, the City's objective is to steadily phase -in adjustments |
over the next 10 years — to the extent possible and financially prudent — in order to
minimize the annual impact on customers. This report recommends that the C1ty separate
utility rate increases as follows:

o Steady annual rate adjustments for City costs - to recover costs that are unider the
' City's control such as expenditures for utility operations and maintenance, capital
projects, and infrastructure replacements.

e Rate pass-through for external costs - to recover utility costs that are out of the

City's control including wholesale water purchases from the SFPUC and SCVWD
and costs for the San J ose/Santa Clara Water Poliutmn Control Plant »

ES.2.2 Establish Minimum Fund Reserve Targets :
‘Maintaining a prudent level of fund reserves is an 1mp0rtant component of sustalmng

long-term financial health. Fund reserves prov1de a financial buffer for financmg

unanticipated operating or capital costs, covenng periodic fluctuations in revenue

collection, and dealing with financial emergencxes ‘Adequate fund reserves can also be

used to help stabilize future utility rate increases, The followmg minimuim reserve targets

are recommended: : '

- Water Fund 30% of annual O&M _ ,
e Sewer Fund 25% of annual O&M and treatment plant costs
¢ Recycled Water Fund  25% of annual O&M

City of Milpitas - Financial Utility Master Plan : ES-1



ES.2.3 Capital Improvement Financing. . " ER
The City ‘has identified a number of capital 1mprovements needed over the next R

~ 10 years and beyond, mcludmg high-priority City pro;ects, engmeermg master plan
pro; ects, and a few addstzonal pI'O_] ects identified in a recent seismic isolation study. *

» _Water Fund CIP "The Water Fund wﬂl need fo finance about $9 million of capltal
,lxnprovements through 201 1/ 12. Approxmately $4.4 million of these projects are '
‘required over the next five years Add1t10na1 pro;ects for growﬁn w111 be dzrectly

funded. Wlth coxmect:on fees

s " Sewer Fund CIP —The Sewer. Fund W111 need to ﬁnance about $13 mﬂhon of cap1ta1
improvements through 2011/12. Approxmately $7 6 mﬂhon of these projects are .
required over the next five years. Actd1t10nal pro; ects for growth will be directly
funded with connection fees. o _

® Storm Dram CIP - $4 4 mﬁlton of 1mprovements are needed in the next ﬁve years

Bartle Welis Associates recommends that the City use pay- as-you—go ﬁnanc‘mg for
capital projects to the extent possible and prudent., Financial projections indicate that the
City should be able to fully fund its capital 1mprovement pro gramon a cash ba31s usmg
reserves, service charge revenues, and connection fee revenues.

£S8.2.4 Infrastructure Replacement Funding

A U‘uhty Depreczatxon Study developed by Schaaf & Wheeler (June’ 2002) providesa
sound basis for developmg long-term ﬁnanctal plans for fundmg future mfrastructme
replacements The study identifies all oomponents of the Clty ] utzhty systems and
develops replacement schedules based on the useful Jife and cost of each component
The analysis develops the following replacement costs:

. Water System — $25. 0 million of replacements proje ected over the next 20 years

o Sewér System — $26.4 million of replacements pro;ected over the. next 20 years.

The financial plan developed in this report ; 1s based on meetmg mfrastructure replacement
costs over the next 20 years with a pay-as-you-go approach Most of these costs are
funded over the last 10 years of the financial plan. Water and sewer cash flow
projections indicate that neither utility will have adequate finances to set aside
replacement funds for at least 5 to 7 years, until rates are phased in to sufficient levels.
The long-term objective is to establish rates that enable steady annual transfers to the
infrastructure funds to meet 1ong—term replacement funding requirements. The Clty plans
to verify actual replacement needs prior to conductmg any replacements.

ES.2. S Drought Contmgency Planning

A drought can pose a tremendous financial burden on the C1ty, both in terms of higher

costs for wholesale water and reduced revenues due to Jower water sales. The C1ty has
prudently adopted a plan for phasing in emergency measures as a drought develops. In
order to maintain financial health after a drought has ended, the City should also phase
out the emergency measures as water demand gradually returns to pre-drought levels.
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ES.2.6 Public Educatlon |

To help build public acceptance for rate and fee increases, the Crty should clearly and
concisely identify why future rate and fee ad;ustments are needed and proac‘avely inform
the public.

ES.2.7 Connectron Fee Update

The City's water and sewer connection fees have not been updated in over 18 and 24
years respectively, and are among the lowest in the region. These fees should be updated
to recover costs of utility infrastructure needed to serve new development. The City does
not currently charge a storm drain connection fee. and shouid estabhsh one. Connecuon
fees Should be updated penodically SRR : :

ES.2. 8 Annual Update of Flnanclal Projectmns

. The City should update financial projections annually to ensurg that future rates reﬂect
future revenue needs.

ES.3 . Water Rate Recommendatrons

ES.3. 1 Rate Adjustments

Long-range cash flow projections indicate the need for a series of rate adjustments
beginning 2003/04. The increases will enable the water enterprise to fund its operatmg
and capital pregrams while gradually building a prudent level of fund reserves “The " =

following table shows projected rate adjustments assuming steady rate increases for City
~ costs plus a variable wholesale rate pass-through,

PI’O]ECtEd Water Rate Ad;ustments

Adjustmer}t 2003!04 2004/05 2005/06 2006/07 2007/08 2008:'09 200810  2010/11 201_1[12‘

City ' 50% 50% 50% - 50%  50% 50% - 50% 50% - 50%
Wholesale 82% B.9% 32% 17% 28% 85% 69% 46% 45%

Total 132%  11.9% 8.2% 6.7% 7.8%  135% 11.8% 9.6% 9.5%

ES.3.2 Reasons for Rate Adjustments
Rate increases are needed for a number of reasons mcludmg

o  Water rates have fallen behind the cost of providing service.

e Water fund reserves are currently below prudent levels and are dwindling. In recent
. years, the Water Fund had to bdrrow-money to .re_main_ﬁnanci_ally‘ soivent.

e SFPUC wholesale water rates are projected to increase 41% over the next two years

and to triple over the’ next 10 years, partraﬂy to fund major capital improvements to
the Hetch-Hetchy regional water system.

e SCVWD wholesale water rates are projected to increase by about 18% over the next
two years and about 80% over the next 10 years.

City of Milpitas - F inancial Utility Master Plan ES-3
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o The water fund is projected to pay for $9 million of priority capital zmprovement ‘
prOJects through 201 Y 12 mciudmg $4 4 million over the next ﬁve years a T

o -:The Schaaf & Wheeler Utﬂuy Deprecmuon Study. 1dent1ﬁed $25 mﬂhon of
infrastructure replacement needs over the next 20 years.

e Operating and maintenance costs are projected to increase gradually in future years.
In particular, personnel costs — which include costs for utility personnel-and City -
personnel providing services to the water utility— are projected to increase by almost

+30% over the next four years; largely due to 1ncreased PERS reqmrements and
o contract sala.ry schedules : - :

Chart A shows a 10 year proj ectmn of water expenses The foiiowmg table shows the
major components of increages in annual costs over the next 10 years. The breakdown
prawdes a good mdzcatlon of the underlymg factors driving the rate increases. E

Components of Annual Cost Increases, 2002/03 - 2011/12

SFPUC WHOIBSAIE WAIET oo oo 50.2%

SCVWD Wholesale Water ... L. 18.0%
Capital. Pro;ects S U U SR A ST ¥ ()
InfrastructureReplacement e e ettt 13.8%
Total .. . N / | | R Y

ES.3.3 Rate Impacts

- Rate increases will be applied to the City's ex1st1ng rate structure. No rate structure
adjustments are recommended at this time. Chart B shows a 10-year projection of
bi-monthly water bills for an average single family residence using 26 hef of water.
Chart C breaks down the bill between costs recovered for wholesale water purchases and
revenues required for City needs. In future years, actual increases may vary based on
customer. class and use. :

ES.3.4 Fund Balauce Projections

Based on the cash flow projections, water fund reserves will continue to decrease through
2004/05 until rates are gradually increased to sufficient levels. The steady annual rate

~ increases will enable the water fund to gradually build fund resetves to prudent minimum
levels over the following years as shown on the following table and on Chart D.

Water Fund Balances (End-of-Year) & Minimum Reserve Targets (§ Millions)

2002/03 2003/04 _2004/05 2005/06 006/07 _2007/08_2008/09 2008110 2010/11 . 2011/12
Fund Balance $1.4 $0.9 $0.5 $1.1 $2.4 $2.4 §2.7 240 $6.3 $9.8
Minimum Target §3.2 33.5 539 $4.1 $4.3 345 $5.1 $5.6 $6.0 $6.5
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ES4 ‘Recycled Water Recommendatmns

The C1ty began providing recycled water services in October 1997 as part of the South’
Bay Water Recycling Program. The City keeps a separate accounting of recycled water
revenues and expenses and has a goal of making the recycled water fund a self—
supportmg enterpnse SRR

Recycled water rates are tied to potable water rates with recycled water-quantity charges
set at 80% of potable water charges for irrigation water, and at 50% of potable rates for
most other uses. Recycled water rates should be adjusted by the same percentages as
potable rates. Cash flow projections indicate that the recycied water fund should generate
approximately $200,000 to $400,000 per year in net revenues. These revenues ¢an be
used to.fund customer conversions to recycled water, unantlclpated operatmg expenses,

or capitaliprojects.

'ES.5 Sewer Rate Recommendations

ES.5.1 Rate Adjustments

Long-range cash flow pro;ectlons indicate the need for a series. of rate adjustments
beginning 2003/04. The increases will enable the sewer enterprise to fund its operatmg
and capital programs while gradually building back a prudent level '6f fund reserves. ‘The
following table shows projected rate adjustments assuming steady rate increases”for City
costs plus incheases for treatment plant operating and capital costs, whlch are phased—m
over-the next six years :

Pyoiected Sewer Rate Adjustments

Adjustment 2003/04 2004/05 2005/06. -2006/07 © 2007/08: 2008/09, 2009/10 . 2010/11 2011/12

City 55%  55% 55%  55%  55% - B55%  55% . 55% ""5%
Treatment Plant 35% 35% 35% 35%  385%  35% 15% - 15%. . .15%
Total 9.0%  80%  9.0%  90% - 90%. -9.0% . 7.0% . 7.0% . .7.0%

ES.5.2 Reasons for Rate Adjustments
Rate increases are needed for a number of reasons meludmg

e Sewer rates have fallen behind the costs of service and do not fund annual expenses

o The sewer fund will be operating at a deficit over the next few years and is relying on
a $5.2 million spend down of fund reserves — from the Treatmerit Plant Fund and ~
Infrastructure Fund — over the next 4 years in order to make ends meet. . Prudent use
of these fund reserves will enable the City to phase in pecessary rate mcreases over
the next few years.

o Milpitas' share of treatment plant operating costs are budgeted at about $4.0 million
in 2002/03. This represents an almost 30% increase over $3.1 million spent in
2001/02 and a 54% increase over $2.6 million spent in 2000/01.

City of Milpitas - Financial Utility Master Plan ES-5
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e According to WPCP projections, the City's sewer-fund will be billed about $900,000
per year on average over the next 5 years, substantially higher than the $400, 000
budgeted in the current year.

o The sewer fund needs to fund $12.7 million of priority capital improvement projects'.
through 2011/12, including $7.6 million over the next five years. Thls representsa
substantial increase from CIP funding levels over the past five years, which have
averaged about $500 000 annually.

o The Schaaf & Wheeler Utility Depreciation Study 1dentlﬁed $26 4 million of oo
_infrastructure replacement needs over the next 20 years, most of which are funded in
the last 10 years of the financial plan

Chart E shows a 10-year projectiOn of sewer expenses. The following table shows the
major components of increases in annual costs over the next 10 years. The breakdown -
provides a good indication of the underlying factors driving the rate increases.

Components of Annual Cost Increases, 2002/03 ~ 2011/12

Treatment Plant Q&M

............................................................................. 26.1%
Treatment Plant Capntal .............................................................................. 11.6%
City O&M e e e e e et e e e e e 21.9%
Capital Projects e, e e e ) 12.4%
Infrastructure REpIacement .o 28.0%

Total 100.0%

ES.5.3 Rate Impacts

Rate increases will be applied to the City's existing rate structure. No ad; ustments to the

. current rate structure are ‘recommended at this time. Chart F shows a 10-year projection
.of bi-monthly sewer bills for single family and multi-family residences. Chart G breaks
“down the bill between costs recovered for treatment plant expenses and revenues reqmred
“for City needs. Actual rate increases may vary based on customer class and use.

"ES.5.4 Fund Balance Projections

Based on the cash flow projections, the steady annual rate increases will enable the sewer
- fund to gradually meet prudent minimum levels over the following years as shown on the
following table and on Chart H. The sewer fund is relying on about $5 million in
transfers from the treatment plant fund and the infrastructure replacement fund over the
next four years in order to maintain reserves.

Sewer Fund Balances (End-of-Year) & Minimum Reserve Targets ({$ Millions)

2002/03  2003/04  2004/05 2005/06  2006/07 2007/08 2008/09 2008/10 201011 2011112
Fund Balance $2.0 1.8 $2.2 $2.2 $1.8 $22 827 $2.9 %35 4.7
Minimum Target $1.8 2.2 $2.0 $2.3 32.5 $2.6 $2.6 $2.7 52.8 $2.9
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ES.6 Storm Drain Recommendations

Bartle Wells Assoelates recommends that the City, workmg w1’£h the Clty Attomey s
office and the Council utlhty rate subcomimittee, continue to explore a storm drain
charge. This action could prov1de for needed storm dram and pumping costs, relieve
general fiind approprzaﬁons and prov1de ﬁmdmg for costs of the newly mandated storm
water quality program activities. In order to have a charge in place for FY 2004/05, the
City would need approval on the fee structure and implementation procedures from the
Council utility rate subcommittee by the fall of 2003. Bartle Wells also recommends that
the City adopt a storm drain connection fee to recover costs of storm draln mfrastructure
needed to serve new development as soon as pos:ﬂbie

ES.7 Connection Fee Recommendations .
Connectlon fees are one-time charges to new customers to recover the cap1tal costs for
infrastructure needed to serve growth The C1ty s water and sewer conneetlon fees have
not been updated in many years and are among the lowest in the region. The City does
not charge a connecnon fee to recover costs for storm drain mfrastructure Current ‘
connection fees do not recover costs for facilities benefitmg new development

The City should adopt new water and sewer corinection fees and establish a storm drain
connection fee. The City's current treatment plant connection fee is adequate. The
recommended fees recover costs for capital projects needed to serve new development as
well as the costs of capacity in existing infrastructure that will benefit and serve growth.
Without adequate connection fees, facilities needed to serve new development wiil be
partially funded by current ratepayers. The following table compares current and
recommended connection fees for a typical single family residence.

Utllity Connection Fees for a Typical Single Family Residence (1/5 Acre)

.Current Recommended

Water Connection Fee $884 - 51,910
Sewer Connection Fee 389 1,808
Treatment Plant Fee 880 880
Storm Drain Connection Fee 0 1817

~ Total 2,163 6,615

ES.8 Regional Rate & Connection Fee Survey

ES.8.1 Regional Rates

Overall, the City's combined utility service rates are currently slightly below regional
averages. For a typical single family residence, water rates are lower than average and
sewer rates are higher than average. For a typical small commercial customer, water

rates are higher than average and sewer rates are lower than average. Milpitas does not
charge a storm drain service fee.

City of Milpitas - Financial Utility Master Plan ES-7



Chart I compares bi-monthly water, sewer, and storm drain service charges for an _
average single family residence using a moderate 25 hundred cubic feet (hef) of water.
One hef equals about 748 gallons The combmed b1~monthly charges range from. about
$65 to $110. Milpitas' current charges total about $86, about $6 below the regional
average of $92. The chart also shows the City's proj jected rates for 2003/04 for - .
companson only Other reglonal agencies wﬁl also be adoptmg utlhty rate mcreases in
2003/04 o

ES 8 2 Regmnal Connectmn Fi ees _
The City s water and sewer connection fees are among the lowest of the reglonai agencies
surveyed. Milpitas does not charge a storm drain connection fee,

Chart J compares combined water, sewer, and storm dram COI‘lI‘lGCthI’I fees for a typmal
single faxmly res1dence on a lot sized one- -fifth of an acre, or about 8,700 square feet. The
combined fees range | ﬁTOII'l about $2,000 to dbout $12,000 and average approx:mately
$7,900. Milpitas' cuirent fees total about $2,046 and are less than half of the next lowest
agency. The chaﬂ also shows the City's recommended connection fees whlch total
$6,615. While substantially hzgher than the C1ty s current connéction fees, the
recommended fees would remain among the lowest in the region.

City of Milpitas - Financial Utility Master Plan ES-8
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CHARTA
Water Enterprise Expense Projection
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CHART B

Average SFR Bi-Monthly Water Charges (26 hcf)
With 5% City Increases + Variable Wholesale Passthrough
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CHARTC
Breakdown of Average SFR Bi-Monthly Water Bill (26 hcf)
With 5% City Increases + Variable Wholesale Passthrough
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CHART D
Projected End of Year Water Fund Balances
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CHART E
Sewer Enterprise Expense Projection
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CHARTF
Projected Residential Bi-Monthly Sewer Charges
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CHART G

Breakdown of SFR Bi-Monthly Sewer Bill
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CHART H
Projected End of Year Sewer Fund Balances
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Chart | Typical Single Family Residential
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Chart J
Typical Single Family Residential

Combined Connection Fees
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Includes connection fees for water system, sewer collection system, treatment plant, and sform drain system where applicable.
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1  BACKGROUND AND OBJECTIVES

1.1 Introduction o -
The City of Milpitas provides water, wastewater, and storm dram services o res1dent1a}
commercial, industrial, and institutional customers located within the City's boundaries.
The City was incorporated as a general law city on January 26, 1954 and operates under a
council/manager form of government. The City encompasses 13.6 square miles in Santa

Clara County, near the southern end of the San Franc1sco Bay, and has a populauon of
about 63 ,800.

In Febmary 2002 the Clty retamed Bartle Wells Assoczates to develop a comprehenswe
Financial Utility Master Plan for the Czty s water, recycled water, wastewater, and storm
drain utilities. Key elements of the master plan include developing long-range financing
plans and utility rates to support the ongoing operating and capital requirements of the
City's utilities. The plan includes 20-year financial pro;ectzons for each utility, but
focuses recommendations on the first 10-year period.

The project was completed in two phases:

Phase'l Evaluation of current utility customers rates, and ﬁnances and development _
of assumptions about future. opera‘ung and capital funding requirements..

Phase 2 Deve}opmen‘{ of 10ng-term cash flow pro;ecnons long-range financing plans,
minimum fund reserve targets, rate recommendatzons, and connectzon fees

This report presents Bartle Wells Associates findings and reeommendauons The
recommendations were developed with.substantial iniput from City staff, the City's
engineering consultants, and a citizen task force representmg resuientlal
commercial/industrial, and institutionial custorrers.

1.2 Ob] ectives

Study Objective — To develop a comprehenswe 20 year fmanexal master plan and rate
structure for water, wastewater, and storm drain utilities that will result in adequate
resources for providing quality services while maintaining balanced ut1hty budgets.

Financial Master Plans — The objective of the financial plans will be to provide long-
term roadmaps for financing utility operating and capital programs while achieving
prudent financial targets. The financial utility master plans will:

» Identify long-term operating and cap1ta1 fundmg requ1rements mcludmg adequate
levels of replacement funding '

e FEvaluate the full range of financing a_itematives available
o Establish prudent minimum fund reserve targets for each utility enterprise

o Develop long-range cash flow projections detailing annual revenues, expenditures,
fund balances, and service charge revenue requirements

- City of Milpitas - Financial Utility Master Plan 1-1
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Utlhty Rate Studies ~ The objective of the utility rate studies will beto develop : -
politically acceptable rates that meet annual utility revenue requirements and’ support the
long-term financial health of the City's utﬂmes Guiding principais include:

¢ Reflect cost of service

° "Be falr and equltabie to utility ratepayers

€ - Incorporate teehmcally sound, reasonable, end defens1b1e methodology |

® 'Evaluate rate stmcture alternatives and their rmpacts

® Recommend utrhty service eharges that will meet the City's revene requxrements

e Phase inrate adjustments over time to mmlrmze the annual 1mpact on Crty ratepayers

° Develop new connection fees to recover an eqmtable sha;re of oapltal costs from new
development

7

» Remain competitive With neigthrirrg communities

1.3 Background

Overall, the City's utilities are currently in fair ﬁnaneral health. However, cutrent water
and sewer ‘utility rates are not recovering the costs:of prov1dmg services. In addition, the
City's utilities are facing substantial operating and ‘capital cost increases in upcommg
years. Together, the inadequacy of current rates pIuS the i mcreasmg financial .
requirements omrthe City'’s utilities w111 reqmre 1ate mcreases in order to maintain the
financial solvency of the water and sewer enterprises. Key financial challenges facing
the City's water and sewer utilities include:. :

o Rates have failen behmd the costs of provrdrng utihty services.

e Current connection fees do not recover the cost of rnfrastruoture needed {0 serve
growth.

o Water fund balances are below minimum prudent levels and are projected to decrease

over the next few years to m1mmal levels until rates are gradually rajsed to adequate
~levels. : B : S

J Sewer fund balances are currently at prudent levels. However current rates and
revenues are insufficient to meet the utility's annual revente requirements. This will

result in a decrease in fund reserves over the next few years until rates are gradually
raised to adequate levels.

¢ The cost of wholesale water from the SFPUC is proj ected to increase by about 41%
over the next two years and is projected to tnpie in the next 10 years, The cost of
SCVWD wholesale water is projected 0 increase by approx1mately 18% over the
next two years and by about 80% over the next 10 years.”

e The regional wastewater treatment plant anticipates moderate operating cost increases
and large capital cost increases in upcoming years.

o Engineering and infrastructure replacement studies have identified substantial capital
improvement needs over the next 20 years.

City of Milpitas - Financial Utility Master Plan C 12
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1.4 Citizen Task Force

A citizen task force helped guide the recommendations of the Financial Utility Master
Plan. The task force consisted of four members of the public representing residential,
senior citizen, commercial/industrial, and institutional customers. The City held nine
monthly meetings with the task force over the course of the project. The task force
provided perspective review and input toward development of the final recommendations
presented in this report.

City of Milpitas - Financial Utility Master Plan 1-3
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2 FINANCIAL PLAN GUID ELINES

2.1 Rate Adjustments

Over the long-term, substantial utility raté increases are needed to meet the operating and
cap1tai reqmrements of the City's water and sewer enterpnses Rather than adopt large
rate increases in the short-term, the City's objective is to steadily phase-in adJustmems
over the next 10 years — to the extent poss:Lble and ﬁnancm}ly prudent — in order to
mlnlm}.ze the annual impact on customers. ' '

It is very important for the City to begm phasing in the necessary rate adjustments as
soon as possible. Typically, agenmes that postpone small rate adjustments are eventually
forced fo implement large rate mcreases This approach is nezther ﬁnanmaliy prudent nor
popular with ratepayers

The financing plans developed in this report break down the unhty rate mcreases mto two
components:

1) Rate increases for City costs — These rate adjustments are sized to recover costs that
are under the City's control such as expendltures for utility operations and maintenance,
capital projects, and mfrastmcture replacements :The financing plan recommends
adoption of steady annual rate increases for City costs. Small annual rate adjustments
will help the City meet its long-term revenue requlrements Whﬂe m1n1m121ng the potennal
for large rate spikes.

2) Rate pass-through for external costs -— These rate increases are needed to recover
utility costs that are out of the City's control. For the water enterpnse these costs include
wholesale water purchases from the SFPUC and SCVWD. For the sewer enterprise,

these costs include the City's contractual share of annual Operatmg ‘and capital costs for
the San Jose/Santa Clara Water Pollution Control Plant. These costs can be recovered via
a diréct annual rate pass-through, which' can flictuate from year to year. Alternatively,
the City can try fo stabilize this component of rate increases in future years.

Due to the unpredictability of these external cost increases and the utilities' current
financial condition, the City should not attempt to begin stabilizing this component of the
rate increases unti! sufficient fund reserves areachieved. To stabilize future rates, the
City would initially need to adopt a rate' in crease that is higher than the pass-through
alone in order to generate additional revenues and reserves that could be usged to 6ffset
future rate increases.

2.2 Minimum Fund Reserve Targets

Maintaining a prudent level of fund reserves isan important component of sustaining
long-term financial health. Fund reserves provide a financial buffer for financing
unanticipated operating or capital costs, covering periodic fluctuations in revenue
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collection, and dealing with financial emergencies., Adéquate fund reserves provide
financial flexibility for addressing funiding needs and can be used 1o help stabilize future
utility rate increases.

Bartle Wells Associates generally recommends that public agencies mamtaln at least 25%
to 50% of annual operating expenses in fund reserves. The City's utilities can adopt
minimum reserve targets at.the lower end of this range based on the size of the City's
utilities, the City's access to capxtel ma.rkets, and the kong—term financial projections
developed in this report. At the minimum level of 25%, the City would have about 90
days of operating expenses in emergency reserves.

Water Fund Reserve Target A minimum reserve target equal to 30% of annual
operatmg and maintenance expendltures is recommended. This reserve target serves the
dual purposes of providing funds for emergency operations and for mitigating the
financial impacts of a drought. '

‘ Recycled Water Fund Reserve Target A minimum reserve target equal to 25% of
annual operating and maintenance expendltures is recommended.

Sewer Fund Reserve Target - A mmlmum Ieserve target equal to 25% of annual |
operatmg and treatment plant expendltures is recommended. This includes 25% of City
operating.- and maintenance costs plus 25% of annual operating and capltal cost
reqmrements of the San Jose/Santa Clara Water Pollution Control Plant Unhke local
capital improvement costs, the City's share of capital costs in the treatment plant cannot
be postponed or eliminated based on short-term financial considerations.

No m1mmum reserve targets are recommended for the Clty s other utxhty funds such as
capital 1mprovement funds or infrastructure replacement funds. These funds are
designated for specific purposes and will accrue and disperse funds over time based on |
capital 1mprovement and infrastructure replacement needs. These funds should generally

not be used to finance utility operations, but can provide a financial buffer for financial
emergencies.

2.3 Capital Improvement Program (CIP)

Each year, the City develops a S-year capital improvement program for each of its utility
enterprises. The CIP identifies upcoming capital project needs and designates their
funding sources. The CIPs include priority projects identified by the City, recent
engineering master plan updates, and a recent seismic isolation study. Long-term CIP
projections include a placeholder estimate undesignated future capital projects.

The City funds capital projects by transferring the total amount needed for each project to
separate utility CIP funds in the year the project is budgeted. The CIP funds are then
drawn down, often over a few years, as projects are designed and constructed. .
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The City's water, sewer, and storm drain capital imyprovement programs are attached in
Appendix A.

Water CIP ~ Table 2-1 summarizes the Water Fund CIP expenditures The C1ty
anticipates funding $4.4 million of improvements from the Water Fund over the next five
years, and about $9.1 million through 2011/12, Add1t10nal pro_;ects for growth will be
directly funded with connection fees.

Sewer CIP Table 2-2 summanzes the Sewer Fund CIP pI’OjCCthI‘iS The Clty
anticipates funding $7.6 million of capital improvements from the Sewer Fund over the -
next five years, and about $12.7 million through 2011/12. Additional projects for growth
will be directly funded with connection fees

Storm water CIP - Table 2-3 summarizes storm water CIP pro;ectlons The C1ty
anticipates. fundlng about $4.4 mﬂhon of capltal 1rnprovements over the next five years.
In addition, the storm water master plan identifies future capital zmprovement projects by

priority. Pnonty 1and?2 project costs have been mcorporated mto Table 2-3 for years
2007/08 through 2011/12.

2.3.1 Engineering Master Plans

The City water, sewer, and storm drain engineering master plans have all been recently -
updated. These plans evaluate the City's utility system infrasttucture and develop capital
improvement recommendations designed to meet current and future system deficiencies.

High-priority projects identified in the master plans have been built mto the Czty s capital
improvement program. | :

The City's water and sewer engineering master plans were "rece‘ntly ﬁpdatéd by Raines,
Melton, and Carella, Inc. The Water Master Plan was completed December 2002 and the

Sewer Master Plan was completed March 2003. The objectives of the water and sewer
master plans include:

e Identify existing and future deficiencies within the water and sewer systems,

e Define capital improvement projects to mitlgate the deficiencies 1dent1ﬂed

e Develop a near-term capital improvement program, and

s Identify potential long-term capital projects.

The City's storm drain master plan was completed in J uly 2001 by Schaaf & Wheeler.
The plan evaluates the ability of the City's storm drain facilities to meet a number of key
performance criteria under various hydraulic scenarios. The storm drain master plan

develops a prioritized capital improvement program and also 1dent1ﬁes general
maintenance and replacement schedules for major facilities. -
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2.3.2 " Seismic Isolation Study

The City of Milpitas is located near several active earthquake faults. A maj or'éarthﬁéke
on one of these faults could severely limit the City's ab111ty to prov1de cruc1a}. ut111¥:y
serwcos to its customers .

A "Seismzo Isola‘uon Study” deveioped by Dav1d Evans and Assocnates, Inc. Was’

~ submitted to the City in November 2001. The study assesses the potential impacts'of
seismic actlvzty on the City's water utﬂlty infrastructure and recommends a number of
capital 1mprovements to mltigate maj of vulnerablhtles The Clty has moluded high
pnomy pIOJ ects 111 1*;3 cap1ta1 1mprovement pro grams o

2.3.3 Undes1gnated Future Capital Pro;ects

The ﬁnancmg pian 1ncludes placeholder ‘estimates for future water and sewet capztal
projects outside the C:ty s current S-year CIP* ‘Each year ‘the’ Clty can update the
est;mates as new ‘information becomes avaﬂabie ‘The Cxty has identified a number of
specific areas that will likely tesult in futire water and sewer cap1ta1 oxpenditures, o
including:

Future Water Capital Improvements

1) ‘Regulatory

e Secunty/Vulnerablhty Upgrades (fencmg, .alarms)
2) ).Water Qualzty B '

Volatile organic ¢ontrol 1mprovements at reservoirs; distribution system (pipmg
reconfiguration, dead end elimination, new interconnecting lines)
® Reservozr inlet pipe renovatlons to 1mprove o:rculatxon

- 3) Cathodic Protec‘uon correctlve programs : -
¢~ Potential additional steel line replacements (other than South Mﬂpltas)
4) Master Plans -

e  Water Master Plan (possible 2012 update, $300,000); potential new resulting
projects.

o Financial Master Plan Update (pos31ble 2012 update $100,000)

5) Projects resulting from ongoing evaluations
. e Stormwater fee - information program
° Addmonal seismzc 1mprovements fault lme crossmg 1mprovements
6) Water Supply '
e Additional backup water supply wells

Future Sewer Capital Improvements
1) Regulatory/mandated

2  Spill control upgrades (resulting from new "Capacity, Management Operation and
Maintenance" evaluation requirement)
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2} Water Pollution Control Plant discharge permit mandates
o Cathodic protec‘aon _
o Potential pump station protectlon

3) MasterPlans : _
o Sewer Master Plan (poss1bie 2012 update $300 ,000) W/resuitmg prolects
» Financial Master Plan (possible 2012, $50 OOO)

4}y Projects resulting from ongoing evaluations
e Stormwater fee - information program cost

2.4 Capital Improvement Financing

Bartle Wells Associates recommends that the City use pay-as-you-go ﬁnancmg for.
capital projects 1o the extent possible and prudent. Based on the financial projections
developed in this report, the City should be able to fully fund its capital improvement
program on a cash ba51s using reserves, service charge revenues, and connection fee
TeVenues. : ‘ '

The financing plan recommends that capital projects required for accommodating growth
be funded with connection fees; This requires that the City's connection fees be updated
to recover adequate costs from new development :

Debt isa useful tool for spreadmg ot capltal 1mprovement costs over tlme such as over
the life of a project. However, debt is often a more expensive alternative than cash due to
the costs of issuing debt and paying interest. Generaily, debt should only be used in the
foliowmg c1rcumstances e .

® _‘If the City i is unable to fund necessary capital 1mprovements with cash

e  If the City has substanhal capital 1mprovement needs over a short term and wzshes to
“spread financing costs over a longer time frame;

» To enable the City to maintain a prudent’ minimum level of fund reserves;

e 1f the City can earn higher rates of interest on its fund reserves than it would have to
pay for new debt;

¢ To refinance outstanding debt for savings or to meet other financial objectives.

Capital Financing Alternatives ~ The following is a list of capital financing alternatives
available to the City.

e Pay-as-you-go (cash funding)
© Interfund loans = '

e Revenue bonds

e (General obligation bonds

o Certificates of Participation and installment purchase agreements
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e Bank loans and private placement loans or leases-

e Pooled financings, such as the California Statewide Commumtles Development
Authority Water and Wastewater Revenue Bond Pool '

e State Revolvmg Fund Loans lssued by the State Water Resources Control Board
o California Enfrastructure and Economzc DeveIOpment Bank subszdlzed loans
o State and federal grants, if available

e Assessment district or Mello-Roos bonds' -+~

2.5 JInfrastructure Replacement Funding

A Utility Depreciation Study developed by Schaaf & Wheeler was submitted to-the City::
in Jurie 2002. The study develops an inventory of all components of the City's water and
sewer systems calculates repiacement costs for each component, and develops a scheduile
of replacement needs based on the useful life of each component.” The studies provide a
sound basis for developing long-term financial plans for funding infrastructure
replacements

lepltas shouild continue its practxce of makmg mfrastructure repairs and replacements as
needed to keep the water and sewer systemis in good operational condition: Utilities that
fail to make prudent investments in infrastructure replacement - such as the SFPUC are
eventually faced: w1th enormous habﬂlues - ERER :

Water System Rep!acement Costs - As shown on Table 2-4, the replacement costs for
the C1ty s water system infrastructure totals about $165 million in current (2002) dollars,
assuming the City's asbestos cement pipelines can eventually be abandoned in place.
Removal and dlsposal of these pipelines would cost an additional $80.6 million in current
dollars if required. Table 2-5 projects the future cost of replacements by-5-year periods’
based on an assumed construction cost inflation rate-of 4%. “According to the table, about
$25 million of replacements will be needed over the next 20 years. .

Sewer System Replacement Costs - As shown on Table 2-6, the replacement costs for-
the City's sewer system infrastructure totals about $163.5 million in current (2002)
dollars. Table 2-7 projects the future cost of replacements by S-year periods based on an
assumed construction cost inflation rate of 4%. According to the table, about $26.4
million of replacements will be needed over the next 20 years.

The financial plan developed in this report is based on meeting infrastructure replacement
costs over the next 20 years. Most of these costs are funded over the last 10 years-of the
financial plan. These costs should be funded on a pay-as-you-go basis to the extent.
possible. The financial plans developed in this report indicate the City can likely fund all
replacements over the next 20 years on a cash basis.
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The City's utilities should set aside funds-each year in.a separate infrastructure fund to
pay for the replacement of major facilities that reach the end of their useful lives. The
sewer. enterpnse has already established such a fund. The water enterpnse should
establish a sepa.rate ‘infrastructure funci When fea31ble These funds will operate as
separate Smkmg funds, they will accriie money each year via transfers from the water and
sewer operating fund earn mterest on unspent reserves and be used to fund mfrastructure
replacements. '

Water and sewer enterprise cash flow projections indicate that neither utility will have -
adequate finances to set aside infrastructure replacement funds for at least another 5 to 7
years, “The C1ty s u’dhtles can begm makmg annual transfers to the mfrastructure fund as
soon as rates are phased in'to sufﬁment levels. The long-term objectzve is to estabhsh
 rates that enable steady anrival transfers to the 1nfrastructure f\mds sufﬁc1ent to meet -
Iong-term repiacement fundmg reqmrements o

Famh’ues often have workmg Iwes that are Ionger or shorter than prcuected To account
for this, the City plans to venfy actua}, replacement needs prmr to conduetmg any
replacements.

2. 6 Drought Contlngency Plannmg

A drought can pose a tremendous ﬁnanmal burden on ‘Ehe City Droughts typlcaliy result
in higher wholesale water costs coupled with reduced revenues due to lower water sales.
Bartle Wells Associates evaluated a number of potential drought scenarios to determine
their potential financial impacts. Our analysis indicated that a 20% drought, similar to

~ the previous drought of the early 1990s, coupled with an achievable level of local
conservation could result in a ﬁnancial burden in the $5to0 $10 miliion range.

Durmg the drought of the early 1990s, the City 1mp1emented a number of emergency -
Measures including water rationing and adoptlon of drought rate surcharges. When the
drought ended, the City's rates were 1mmedxateiy reduced to pre-»drought levels.

However, watet use did not 1rm’ned1ately return to pre-drought levels'due to the lingering
effects of conservation practices implemented during the drought. This resulted in
substantial water enterprise revenue shortfalls and operating deficits, Water fund
reserves were completely spent down and eventually the water fund needed a bailout loan
from the sewer fund to remain financially solvent. The water fund is still paying off the
loan.

Droughts can take years to develop and are often preceded by nuMerous warnings. The
City has already adopted a plan for dealing with a future drought as it develops. The plan

includes implementation of emergency drought measures as specific drought trigger
points are achieved.

After a drought has ended, the City should not immediately remove all drought
emergency measures, Instead, the City should phase out the drought measures, including
temporary rate surcharges, as water demand gradually returns to pre-drought levels. This
will help the water enterprise maintain financial health in the years following a drought.
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2.6. 1 SFPUC & SCVWD Dreught Measures

In the late 19903, the Czty mgned on to a:i "Intenm Water Shortage Alioca‘uon Plan w1ﬂ1
the Bay Area Water Users Assomatzon (BAWUA) The plan establishes a method for -
aiiocatlng water to the SFPUC's Wh()lesale customers durmg penods of reduced supply,
such as during droughts Based on the allocation method, 2 20% reductmn n SFPU_C
water suppiy would currently result in approx;mately a'20% reduction in the Czty s .
supply assurance. Water used over this reduced drought allotment could be subject to
extremely expensive drought rates.

During the last drought in the early 19903, the SFPUC reduced supply assurances by ‘
about 20%. ‘However, many agencies were not able to 1mmed1ately reduce consumptxon
and were. faced with drought rates that were: 2 time the base rate for Water use 10% -
higher than the reduced supply assurance, 8 times the base rate for water iise 10% 20%,
and 10 times the base rate for water use in excéss of 20% of the reduced supply
assurance. The SFPUC may. or may not :rnplement a similar drought rate structure .
during the next drought However, the prior drought rates provide a good mdmatlon of
the level of financial burden the City may face in a future drought.

The SCVWD anticipates that its wholesale customers will also face supply reductions
that correspond with the level of a future drought.- For example, if SCVWD treated water
supplies decrease by 20% due to drought then the City may only be able fo pu:rchase '
80% of its pre-drought’ supply Durmg a drought, the SCVWD will also l1kely Impose B
rate penalties for water used in excess of the drought allowance

2.7 Public Education _

Public education can be an important tool in building acceptance for a rate increase.
Customers are more inclined to support a rate adjustment and less inclined to oppose it
~ when they understand the reasons why an increase is needed. To help bmld public

acceptance for rate and fee i increases, the Czty should clearly and concisely identify why
future rate and fee. adjustments are needed and proactwely mform the pubhc i

The City can pr0V1de 1nformat10n to utihty customers via a wide range of methods _
including: _ ,

¢ Present information to the public at Council meetings and rate hearings.

e Hold rate workshops for the general public and/or for targeted customer groups.

e Build public input into the rate-setting process through use of a citizen advisory
committee or task force.

e Prepare educational materials such as handouts and/or answers to typical questions
for customers who request information.

e Send educational material to customers in utility bills or via separate mailings.
e Provide timely information to local media covering the issue, if applicable.

o Place articles or educational material in local print media, such as newspapers,
business and community publications.
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2.8 Connection Fee Update

The City's water and sewer connection fees have not been updated in many years and are
among the lowest in the region. These fees should be updated to enable the City to
recover costs of utility infrastructure needed to serve growth from new deveiopment
Adequate connection fees ensure that existing ratepayers will not have to subsidize the
costs of facilities for future customers. :

The City does not currently charge a storm drain c_qm_iection feé, ' "T'his report
recommends adoption of new storm drain connection fee to recover costs for capacity in
storm water facilities needed to handle runoff from new development.

Connection fees should be updated periodically.

2.9 A‘hn‘lial Update of Financial Projections

The City should update the financial projections annually to ensure that future rates
accurately reflect future revenue needs. The long-term cash flow projections developed
in this report are based on the best information currently available. However, the
predictive power of these forecasts will decrease over time. The financial projections are

useful for long-range planmng, but should be updated regularly to ensure the
appropriateness of future rate increases.

2.10 Potential Billing Modifications

Monthly Billing Cycle - Unhty customers are currently bllied ona b1~m0nthly basis.
The City is considering moving to a monthly biilmg cycle This would have no effect on
the amount customers ultimately pay for utility services. However, it could affect
customer perception by reducing the amount charged on each utility bill.  Additionally,
the City would receive revenues on a more-timely basis.

Monthly billing would not require monthly metering. The City could continue its
practice of bi-monthly metering, but would need to develop a method for estimating
utility service charges for months between meter readings. The bill following a meter
reading would recover the difference between estimated and actual charges.

The main disadvantages are that monthly billing would double the City's current billing,
postage, and bill processing expenses and would likely require additional staff time. The
City estimates the direct costs of additional postage, bill production, and processing at
roughly $65,000. The change of billing cycle does not need to correspond with a rate
adjustment; the City can change its billing cycle at any time.

Separate Out City Charges from Wholesale Water and Treatment Plant Charges
Utility bills currently break out costs by fixed and quantity charges according to the
City's rate schedules. Another option is to show separate charges for City costs and
wholesale water or treatment plant costs. This could help inform customers of how their
money is spent. However, this could be technically difficult to implement and would
require the City to eliminate the current billing breakdown. :
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2.11 General Financial & Rate Guidelines

Financial Guide‘iines :

Mamtam adequate operatmg and capxtal reserves o

Establzsh reserve ﬁmd targets and adopt ra‘ses needed to gradually meet targets '

Evaluate financial impact of potential emergencies such as droughts and develop
safeguards to mltigate ﬁnanmal 1mpacts

Expand « current plans for reactmg qmckly to droughts o

Develop long-term financial utility master plan and update penodmally
Update financial/cash flow projections amually )

Set aside funds each year to offset future costs of 1nfrastructure replacement

Make repairs and replacements as necessary to keep system. in good workmg
condition

Keep connec’uon fees updated

Use pay-as- you go financing to the extent prudent and pess1bie

Rate Guidelihés‘

?

®

Adjust rates frequently to avoid large, one-time increases

If large rate increases are needed, phase-in i increases to the extent p0351b1e to
minimize annual 1mpact on customers

Clearly and conczscly uicnufy reasons for any rate ad}ustments tc ratepayers

Incorporate rate adjustments mto annual budget process

Documerit customer complaints to prov1de sound information for future deczsmn
making :

City of Milpitas - Financial Utility Master Plan
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Tabie 2-1
City of Milpitas - Financial Utility Master Plan
Water Fund CIP Summary

2003/04 2004/05 2006/06 - 2006/07 2007/08 2008/08 2009110 2010/11 201112

Water Fund CIP*

Capital improvement projects $917,000 $1,142,000 $711,00C  $620,000 $36,000 $96,000  $142,000 $0 $65,000
Undesignated future capital projects ] 4] g 0 1.00000C 1,040,000 1082000 1125000 1,170,000
Total 917,000 1,142,000 711,000 620,000 1,035,000 1,136,000 1,224,000 1,125,000 1,235,000

* Does not include water projects funded by other City funds,
Source: City of Milpitas.

BARTLE WELLS ASSOCIATES ]
F:\Jobs\Milpitas-314CWilpitas Phase 2 Tabies N\Water CIP,3/18/2003



-Z§

Table 2-2 ’
City of Milpitas - Financial Utllity Master Plan
Sewer Fund CIP Summary

2003/04 2004/05 2005/06 2006/07 2007/08 2008/09 2009/10 2011/12
Sewer Fund CIP*
Capital improvement projects $1.603,000 $1,595,000 $2,325,000 31,254,000  $805,000 $1,845000 $1,500,000 $775,000
Undesignated future capital projects g g 3] ] [ a g 225 000
Total 1,603,000 1,595,000 2,325000 1,254,000 805,000 1,645,000 1,500,000 1,000,000

* Does not include sewer projects funded by other City funds.
Source: City of Milpitas.

BARTLE WELLS ASE‘;OCfATES
Flobs\WMilpitas-314C\WMilpitas Phase 2 Tables N\Sewer CIP,3/18/2003
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Table 2-3 _
City of Milpitas - Financiai Utility Master Plan
Storm Drain CIP Summary

2003/04 2004/05 2005/08 2006/07 2007/08 20@8/(}9 2008110 2010/11 2011112

Storm Drain CIP o .
$686,816 $2,635,331 §1,076,270 $1,400,000 $1,500,000 $1,800,000 $2,000,000 $1,900,000

Capital improvemnent projects $0
Undesignated future capital projects 0 o 4] g g g 4] 0 0
Total o 686,816 2,635331 1,076,270 1,400,000 1,500,600 1,800,000 2,000,000 1,900,000

Source: City of Milpitas.

BARTLE WELLS ASSOCIATES
F\obsWilpitas-314CWilpitas Phase 2 Tables N\Storm CIP,3/25/2003



Table 2-4
City of Milpitas - Financial Utility Master Plan
Depreciation Study - Total Water System Replacement Costs

. Replacement

System Element ‘ - Cost (3 million)*
Pipeline replacement : $131.0

- Valves and couplings ‘ .88
Asbestos-cement pipe disposal f - 80.6
Storage tanks : 1 13.4
Pump stations ' - 10.8
Wells 14
Total \ _ _' 245.6
Total without asbestos-cement pipe disposal ' 165.0

* Current cost based on March 2002 San Francisco ENR Construc’tlon Cost Index (7, 684)
Source: Schaaf & Wheeler - Utility Depreciation Study; June 17, 2002. :

BARTLE WELLS ASSOCIATES
F:\Jobs\Miipitas-314C\Miipitas Phase 2 Tables N\Repi Cost,3/18/2003



Table 2-5
Cify of Milpitas - Financial Utility Master Plan o v
Projected Water System Replacement Costs by Penod ($ Mx%ilons)

: Pipeline Other Total Total
Years Replacements’ - Replacements” Costs Costs®
from2002 . . (2002%) - (20029) {2002 $) . {Flture $)-
g -5 $0.9 $1.1 - $2.0 Leen - $2.2
5 -10 3.8 1.7 ' 58 R ¥ &
10 - 15 6o - 0.0 0.0
15 - 20 0.9 6.7 786 15.1
20 - 25 . 0.1 0.1 0.2
25 - 30 0.2 0.2 086
30 - 35 0.1 0.4 0.5 1.8
38 - 40 ' 1577 0 Sl 18T 68.7
40 - 45 0.6 . 17 ERERR 2.3 12.2
45 - 8D 32.4 _ 324 209.8
50 - 55 8.2 0.6 8.8 69.3
55 - 860 31.6 31.8 302.8
60 - B5 5.6 58 65.3
65 - 70 28.9 ' 28.9 445.0
70 - 75 ‘ 0.9 0.9 158.5
75 - 80 0.9 0.9 18.9
80 - 85 5.8 5.8 148.2
85 - 80 0.0 0.0 0.0
90 - 85 ‘ 3.2 12.8 16.0 588.7
Total 139.9 25.0 164.9 1.972.0

1 Includes pipelines, valves, and couplings; does not include ACP disposal costs.

2 tncludes storage tanks, booster pump stations, and wells.
3 Assumes an annual cost inflation rate of 4.0%.
Source: Schaaf & Wheeler - Utility Depreciation Study; June 17, 2002.

BARTLE WELLS ASSOCIATES
F\Jobs\Milpitas-314C\WMilpitas Phase 2 Tables N\Rep! Cost by Period,3/18/2003



Table 2-6
City of Milpitas - Financial Utility Master Plan o
Depreclation Study - Total Sewer Systerh Replacement Costs

Replacement
System Element g Lo i I S S ($4miuion).*
Pipeline replacement - : ' oo $127.3
Manhole replacement ' 19.1
Lift stations 171
Total | , 163.5

* Current cost based on March 2002 San Francisco ENR Construction Cost Index (7,684).
Sbource: Schaaf & Wheeler - Utility Depreciation Study; June 17, 2002.

BARTLE WELLS ASSOCIATES
FJobsWilpitas-314C\WMilpitas Phase 2 Tables N\S Repl Cost,3/18/2003



Table 2-7
City of Milpitas - Financial Utility Master Plan

Projected Sewer System Replacement Costs by Period ($ Millions)

Pipeline Other Total Total

Years _Replacements’ Replacements’ Costs Costs®
from 2002 (2002 $) (2002 $) (2002 §) (Future $)
0 -5 $3.4 $3.4 $3.8
5 -10 7.4 7.4 10.1
10 - 158 , 0.0 1.2 1.2 2.0
15 - 20 5.3 5.3 10.5
20 - 25 0.5 8.5 8.0 21.8
25 - 30 22.3 223 85.6
30 - 35 1.0 1.0 3.6
35 - 40 326 32.6 142.6
40 - 45 2.8 2.6 13.8
45 - 50 30.8 30.8 199.4
50 - 85 ' 0.1 7.4 7.5 58.1
55 - 60 347 347 332.5
60 - 85 0.0 0.0 0.0
865 - 70 5.7 5.7 87.8
Totat 146.4 17.1 183.5 8952.8

1 Includes pipelines and manholes.
2 Includes sewer lift station elements.
3 Assumes an annual cost inflation rate of 4.0%.

Source: Schaaf & Wheeler - Utiiity Depreciation Study; June 17, 2002,

BARTLE WELLS ASSOCIATES

FAJobs\Wilpitas-314C\WMilpitas Phase 2 Tables N\S Repi Cost by Period,3/18/2003
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3 WATER ENTERPRISE

3.1 Water System, Customers, and Use

3.1.1 Overview

The water utility is a self-supporting enterprise; revenues derived from water rates and
other sources, including reserves, must be sufficient to cover all operating and capital
expenditures each year. The City's water enterprise serves about 15, 100 customers who
consume approximately 11 to 12 million gallons per day (mgd) of water on average. The
City purchases its pre-treated, pota’ole water supply from two wholesalers, the San
Francisco Public Utilities Commission (SFPUC) and the Sarita Clara Valley Water -
District (SCVWD). About 60% of the City's total water is purchased from the SFPUC
and about 35% from the SCVWD

The City also purchases hmited amounts of recycled water from the San Jose/Santa Clara
Water Pollution Control Plant via the South Bay Water Recycling Program (SBWRP) for
non-potable uses such as landscape irrigation. Recycled water accounts for about 5% of
the City's total water purchases. City policy requ1res new commercial and industrial
customers located near existing recycled water mains to use recycled water for landscape

irrigation. City policy also requires residential complexes to 1rr1gate common landscape
areas with recycled water when feasible. .

3.1.2 'Water- System

The City’ operates and mamtams a potable water system consisting of 198 miles of water
mains.(pipelines), 4 SFPUC turnouts (wholesale water supply connections), 1 SCVWD--
turnout, 5 water storage tanks; 5 pump stations, 13} pressure regulator valves, abotit'4,500
valves, about 1,660 fire hydrants, and T well, that is prOJected to have a 1;7 mgd capacity
and can be used as a supplement source of supply. The City is currently constructmg a
second well that will have a prOJected capacity of 1.7 mgd.

The City's water storage tanks have a combined capacity of about 16.3 million gallons,
equivalent to about 1-1/2 days of average daily demand. Unaccounted-for-water, the’
difference between the amount of water entering the system and the amount sold to end
users, is estimated in 6% to 7% range. This is very low by industry standards, which are
typically in the 10% to 15% range. Unaccounted-for-water is typically caused by system
loss due to leakage, inaccurate meters, hydrant use, and unmetered fire flows.

Water is distributed to customers via 5 dszerent pressure zones, using pumps and pressure

reducing valves. The zones correspond with various geographical areas and elevatzon
levels. :

Water supply from the SFPUC and SCVWD is distributed via two independent

- distribution systems and is not blended under normal operating conditions. However, the
two systems can be interconnected in case of emergency. Residential areas of the City
are primarily served by SFPUC water while the City's commercial and industrial areas
are predominantly served by SCVWD water.

City of Milpitas - Financial Utility Master Plan 3-1
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Recycled water is distributed via a separate systemn owned by the City of San Jose. The
‘portion of the system seérving Milpitas currently serves 126 recycled water customers.
The South Bay Water Recycling Progam anticipates doubling the size of the recycled
water distribution system in Milpitas® The City operates and maintains local sections of ©
the regional recycled water distribution system as governed by contract w1th the Clty of
San Jose. :

31.3 Water Supply

Water supphes from the SFPUC and SCVWD are govomed by contracts w1th each
agency. The City currently has a suppiy assurance for a mininum annual delivery of

9.23 mgd of potabie water from the SFPUC This allocatlon could ‘oe reduced in drought
years. _ _

The SFPUC wholesale water contract provides for:
e - Minimum Annual Supply Assurance . 9.23 mgd

o Average Anriual Ugsage - 140med
e - Customer Max Day Usage 28.0mgd. .
® Customer ?eak Hour Usage ' : 33 6 mgd .

In 2001/02 the C1ty purchased about 33 mllhon hcf (6 8 mgd) of SFPUC water. Thls
amount represents a slight decrease from the prior year. '

The SCVWD contract provides for annual supply commitments that-are based, in part, on
the City's water demand projections.. The City's-water supply contract with SCYWD is
adjusted evety. three years and aﬂows for increases in water purchases to accommodate
growth. The most recent coniract scheduie pr0v1des fol_' an annual allotment of 4,950
acre-feet of treated water, about 4 4 mgd in 2002/03 ‘

The SCVWD wholesale water contract for 2002/ 03 prov1des for:

e Approved Annual Amount 4.42 mgd (4,950 acre~feet)
o Peak Day Delivery (180% of Approved) . - 7.96 mgd .

o Peak 72'H0ur Dolivery (205% of ‘Approved) 9 06 mgd.

In 2001/02, the City purchased about 2.0 million hcf equal to about 4 mgd, of SCVWD
water. Based upon the most recent water demand projections submitted to SCVWD, the
City anticipates increasing its supply allowance to up to 5,500 acre-feet by 2005/06.

Recyoled water purchases from the SBWRP are governed by contract with the City of

San Jose. In 2001/02, the City purchased about 322,000 hef of treated recycled water -
from the San Jose/Santa Clara Water Pollution Control Plant, about 30% more than the
previous year.. Recycled water purchases are projected to about double over the next 10

_years. Additional recycled water supply is reachly available to meet future non-potable
demand.
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3.1.4 Customers

Table 3-1 shows a 3~year history of water customers by customer class.. The City -
_currently provides water service to about 15,060 customers.: The City added a little under
400 accounts between 1999/00 and 2001/02.-This equates to a 2.7% increase in the
customer base over the past two years. A majority of these new accounts were - -
condos/townhouses. Commercial customers accounted for the second largest increase.

As 'shown on Chart 3-A, the City's customer base is predominantly residential. -
Residential customeérs comprise about 90% of total customers with single' family .
residences aloné accounting for 12,108, or about 80%, of total accounts, Multi*famiiy‘
residential customers comprise 1,476, or about'10%,; of total customers. Commercial,.
industrial, institutional, and govemmental accounts comprise about 960, or approx1mately
6% of the City's customers The remaining 5 13 customers are 1rngatzon accounts whzch
account for a httle over 3% of the customer base i ‘

3 1.5 Consumptwn o

Table 3-2 shows a 3-year history of metered potable water consumptlon by customer
class. Metered potable water use in 2001/02 decreased from the previous years fo
approx:mately 5 million hiindred cubic feet (hef), ot ‘about 10.3 million gallons per day
(mgd) The main factors for the decrease mclude 1y industrial consumptlon decreased by
about 20% from 2000/01 to 2001/02, 2) multi=farhily account usage increased by about’
42% 2000/01 and decreased by about 34% in 2001/02. Single family residential water

use, which comprises about 37% of total water use, remained falrly constant over the
3-year period. oo -

Table 3-3 calculates average bi-monthly consumption per customer class. Single family.
residential potable water use averaged about 26 hef per b1—m0nth1y bﬂhng penod in each
' of the past three years. :

3.1 6 Consumptmn & Charges by Customer Class

Table 3-4 compares the percentage of accounts, consumptzon and charges by custorner
class for 2001/02. Residential customers, which comprise about 90% of the customer -
base, consumed about 48% of potable water and provided about 35% of service charge
revenues. Commercial accounts, which compnse about 4% of customers, used about
11% of water and paid about 14% of service charges. Industrial customers comprise a
little over 2% of customers yet consumed 20% of water and provided about 25% of

service charge revenues. Irrigation accounts used about 16% of water and prov1ded about
21% of revenues from rates. - ‘

Chart 3-B compares the percentage.of water consumed and percentage of quantity
charges by customer class. The dlfferences between percentage consurned and quantity
charges recovered is due to the dszerence in quantity charges between customer classes.
This does not necessarily imply that the rates are inequitable.
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3.1.7 Wholesale Water Purchases

Table 3-5 shows a history of the City's water purchases since 1975/76. Over the past: 25
years, Water purchasés have increased by about 250%. Originally; the City purchased. all
of its Wwater from the SFPUC, In 1993/94; the City began to use SCVWD as-a second -
source of supply.” For the past five years; recycled water from the San Jose/Santa Clara :
Water Pollution Control Plant has béen acquired for non-potable uses.

In 2001/02, SEPUC water comprised approximately 60%, SCVWD water accounted fo_r-.
35%, and tecycled water constituted about 5% of the.City's total water purchases The -
amount. 6f water purchased.in2001/02 decreased by almost 5% from the prev1ous year, -
Chart 3 C shows hmtoncal purchases by source since 1975/76,.

Table 3 6 shows the amount and cost of whoiesale water purchased over the past four
years. The table also calculates the average cost per hef of wholesale. Water Between _
1998/99 and 2001/02, the average wholesale water rate increased by about $0.20 per hcf
from $0.69 to $0.89 per hef. This represents a 30% increase in average wholesale water
prices over four years. :

Chart 3 D shcws monthly Whoiesale Water purchases over the past three y_ears Water
purchases ﬂuctuatc seasonally in response to customer demarrd Water demand is
typlcally h1ghest in the. summer months when customers use more water for 1andscapmg
kand Jrrigation, and Iowest in, Wm‘rer months, whrch genera,lly reeewe hrgher leveis of B
preerpitatmn :

3.2 Water Utility Rates & Finances

3 2 1 Water Rates

Table 3 7 shows a scheduie of 2002/03 wa’rcr rates Rates were Iast adjusted by a 7. 5%
across-the-board increase effective August 2, 2002 as a result of 2-year utility rate study
conducted by City staff. The City's underlyrng rate structure has not been adjusted in
many years; the City typically adopts across-the-board rate increases. “All customers are
metered. -Customers pay a fixed bi-monthly meter charge based on meter size, plusa.
quantity charge based on metered water use. :

The fixed meter charges enables the Clty to recover a portion of the fixed costs mcurred
by the water system, regardless of water use. Typxcally, a substantial percentage of
operating costs, such as employee salanes, can be classified as ﬁxed costs. Quantity
charges recover the variable costs incurred by the water enterprise such as wholesale
water purchases and electricity costs. Quantity charges frequently also recover some of
the fixed costs that are mdzrectly related to water consumption. -

The fixed meter charges range from $12 90 to $332. 25 per bi- monthly billing. These
charges are based on meter size to reflect the demand placed on the water system by each
meter. Larger meters place comparatively more demand on the system and pay higher

fixed charges. Fixed meter charges for non-residential customers are currently about 5%
higher than for residential customers.
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The City's water quantity charges vary based on customer class and range from $1.02 to
$2.66 per hundred cubic feet (hef). of water consumed in a bi-monthly bﬂlmg period.
One hef of water equals about 748 gallons In 2001/02, the average system-wide charge
for potable water was $1. 74 per ticf. Due to the different quantity rates, the average
charge per unit of water varies by customer class with residential customer classes paying
lower average rates per hef of water than commercml and industrial customers.

Residential customers are billed accordmg toa two~tler mchmng rate structure whﬂe
other customer classes pay a uniform rate for all water use. Residential consumptlon in .
the first and lowest of the two tiers is billed at a rate not lower than the average of the
SFPUC and SCVWD whoiesaie water rates, Tn 2001/02, the average rate for all -
residential consumption was $1. 27 per hef. About 66% of remdentzal consumptmn
occurred in tier 1 with 34% of remdentlal use in txer 2. ThlS 1s conszstent w1th
consumptmn pattems in prior years

Currently, the fixed meter charges generate about 15 percent, and the quantity charges
generate about 85 percent of total revenues from water rates. -In the future, the City
should consider i mcreasmg the percentage of revenues recovered by the ﬁxed meter _
charges to improve revenue stability, especmﬂy durmg droughts. '

3.2.2 Water Enterprlse Fund Reserves

The water enterprise maintains three separate funds. Bach of these funds is treated as a
separate accounting entity.

Water Fun{i This is the main operating fund of the Water enterpnse The fund is used
to pay for all operating and maintenance costs mcludmg wholesale water purchases The
fund i is also used to pay for ongomg caprcai pro;ects as budgeted each year. -

As of July 1, 2002, the water enterprlse mamtalned an umeserved operatmg ﬁmd balance
of about $1.7 mﬂhon This is low for agency of M11p1tas size and does not provide an
adequate safeguard for dealing with financial emergencies. The fund balance is projected
to continue to decrease over the next few years until rate adjustments are gradualiy
phased in to adequate levels.

Water Capital Improvement Fund - As of Jupe 30, 2002 the capital improvement fund
had a balance of about $6.7 million. Each year, the City sets aside the full cost of capital
improvements approved that year by transferring money to the CIP fund. These funds
are fully committed to specific capital improvement projects that were budgeted in past
years. The CIP fund typically carries a s1gmﬁcant balance that is reserved for the
remaining costs of projects approved in prior years but still under construction.

Water Line Extension Fund — As of June 30, 2002 this fund had a balance of about
$600,000. The main source of revenue for this find is water connection fees from new
development. The fund is designated for capital improvement projects.

Water Infrastructure Fund — The water enterprise currently does not have a fund to
account for infrastructure replacements. This fund should be established when feasible.
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323" Hlstory of Revenues & Expendltures

Table 3 8 shows a 5~year h15tory of revenue and expendltures The Clty alms to roughly
balance- 1ts budgets each year.. Fund TeseIves. generated 111 surplus yea.rs are typwaliy used
to make up any revenue shortfalls in deﬁcrﬁ years o

3.3 Cash Flow and Rate Pro;ectlens |

3.3.1 Assumptlons

Long»texm cash ﬂow pmjectlons were developed to evaluate the water enierpnse s
financial posmon over the next 20 years and. determme annual reveniie requ1rements and
rate ad;ustments needed to fund operatmg and capxtal programs.. The cash ﬂow '
projections are based on a number of assumptions, For financial planning purposes, the
assumptions are slightly conservative based on the best informatioh currently available.
Some of the basic assumptlons mc}ude

® Growth Prcuected at 0% in 2003/04 and at 1% annually thereafter

e Rate ad]ustments Servme charge revenue pro;ectzens assurme rate increases do not _
apply to the first 25% of annual revenues due to a 3-month lag from beginning of
fiscal year until a rate increase impacts the revenue stream

® Wholesale water purchases: Based on water 0se prolecnons and future wholesale '
rate estimates provided by SFPUC and SCVWD.-

e Operating and maintenance expenses: Personnel expenses increase af higher-than-
typ1ca1 rates to account for PERS retirement contribution increases over the next few
~ years. Future personnel costs rise at the annual rate. of 4% Mest other O&M '4
expenses mcrease at the annual rate of 3% '

e Capital project funding: Cash flows prowde for full ﬁmdmg of the Czty s CIP The
" projections also’include abotit $1.0 million per year asa reasenable placeholder for .
‘ *future CiP pro;ects begmmng 2007/08: : : :

® Infrastructure replacement fundtng The Schaaf & Wheeier depreeaatmn study
identifies $25 million of water system replacements over the next 20 years. The
projections fully fund these costs over the 20-year period. However, because the City
- does not have sufficient funds to meet Schaaf & Wheeler's replacement estimates

over the next five years, some of the costs have been postponed until the latter 15
years.

A more comprehen'sive list of assumptions is detailed on Table 3-9.

3.3.2 Projected Water Consumptmn & Wholesale Rates

The City purchases potable wholesale water frorn two sources: the San Franczsco Pubhe
Utilities Commission (SFPUC) and the Santa Clara Valley Water District (SCVWD). In
2001/02, the City purchased a total of 5.3 million hef of potable water. Of this total,
about 3.3 million hef, or 63% was purchased from SFPUC and about 2.0 million hef, or
37% was purchased from SCVWD.
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Table 3-10 projects potable water use and wholesale purchases over the next 20 years.
The projections assume that the quantity of water purchased will increase by 1% per year
begmmng 2004/05 to account for the additional demands of growth. The projections also
account for a decrease in potable water purchases due to some customers converting to
recycled water predominantly for landscape irrigation. Total conversions over the next
five years are estimated at about 160,000 hcf.

Wholesale rate projections are based on the latest pro;ections prov:ded by the SFPUC and
SCVWD Both agencies project substannal rate increases, . : :

e SFPUC wholesale rates are pro; jected to increase by over, 40% in the next two years '.
and to tnple over-the next 10 years. ‘

o SCVWD wholesale rates are projected to rise by about 18% over the next two years
and to increase about 80% over the next 10 years.

Chart 3-E shows wholesale water rate projections over the next 10 years.

3 3. 3 Cash Flow Prmectmns

Tables 3-11 — 3-13 show water enterprxse cash flow pro_;cctlons under. the two rate
adjustment options outlined in the previous section. The water enterprise financial
projections include cash flow projections for three funds as described below:

Table 3-11A - Water Fund cash flow: projections with stable City rate increases plus
variable future wholesale pass-throughs

Table 3-11B - Water Fund cash flow projections with stable Clty rate increases plus
stable future wholesale pass-throughs - :

Table 3-12 - Water Infrastructure Fund cash flow pro; jections

Table 3-13 - Water Line Extension Fund cash flow projections

Chart 3-F shows a 10~year pro;ecnon of water fund expend1tures by major cost
categories.

3.3.4 Rate Adjustment Options

The projected water rate adjustments recommended in this report are comprised of two
components: 1) a steady annual rate increase for City costs, and 2) a pass—‘through for
wholesale rate increases. The wholesale pass-through may vary from year to year based
on actual wholesale rate increases. The variable annual pass—through ensures that the
Clty will recover sufficient revenues for annual wholesale rate increases, but could resuit
in large fluctuations in rate increases from year to year. The financial projections shown
and discussed in this report assume the City will adopt steady rate increases for City cost
. plus the variable wholesale rate pass-through.

Alternatively, the City can try to stabilize future wholesale rate adjustments based on
SFPUC and SCVWD wholesale rate projections. This would require the adoption of rate
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adjustments-that are initially higher than actual wholesale increases, in order to build a-. -
financial buffer for stabilizing future rate increases. Based on the most recent: wholesaie '
rate proj ecuons it appears that the City can begin stabilizing wholesale rates in 2005/06
at the earliest. Tables and charts showing financial pro;ecnons with stabilized Wholesaie
rate pass-throughs are also included with this report. .

3.3.5 Rate Adjustments

The cash flow projections mdxcate the need for a. series of rate adjustments begmnmg :
2003/ 04. The increases will enable the water enterprise to fund its operating and capital
programs ‘while gradually building a prudent level'of fund reserves. The following table-
shows projected rate adjustments assummg stable rate increases for City costs plus a
variable wholesale rate pass- through :

Projected Water Rate Adjustments

. Adjustment  2003/04 2004/05  2005/068 2008/G7 2007/08 2008/09_ 2009!‘%0 2010}'1‘1 20’%1/12

cty  50%. 50% 50% 50% 50% 50%  50% 50%  50%
Wholesale 2% 6.9% - 32%° AT% - 28%  B5% - 6.9% < 46% - 4.5%

Total ~ 182%  11.9% 32% BT% T T8% 13.5%-- : 11.9% . 9.6% - 9.5%

Chart 3-G shows projected rate ad}ustments for Czty costs and for the whoiesale rate
pass‘through each year, o

3.3.6 Reasons for Rate Adjustments
Rate increases are needed for 4 number of reasons including:

e Water fund reserves are currently below prudent levels and are dwindling. In recent
years, the Water Fund had to borrow money from the Sewer Fund to remain
financially solvent. :

e Water rates have fallen behind the cost of providing service.

s SFPUC wholesale water rates are projected to increase 41% over the next two years
and to triple over the next 10 years, partially to fund major capital improvements to
the Hetch-Hetchy regional water system. The C1ty may have to fund the Hetch-
Hetchy 1mprovements by other methods, such as via annual debt servme payments

s SCVWD wholesale water rates are projected to increase by about 18% over the next
- two years and about 80% over the next 10 years.

e About $4.4 million of capitai 1mprovement projects are planned for the next 5 years
and a total of about $10.6 million are planned over the next 10 years. Projects
specifically required for growth may be funded from the water line extension fund
using connection fees.
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¢ The Schaaf & Wheeler Utility Depreciation Study identified $25 million of
infrastructure replacement needs over the next 20 years. The water enterprise does
‘not currently have a funding mechanism for these costs. The financial projections

" assume the water enterprise will begin funding replacement pr0jects on an ongoing
basis beginning 2007/08. : :

e Operating and maintenance costs are projected to increase gradually in future years, -
In particular, personnel costs — which include costs for utility personnel and City
personnel providing services to the water utility — are projected to increase by almost
30% over the next four years, largely due to increased PERS requxremen’ts :—md
contract salary schedules

Chart 3-H shows the major components of annual cost increases over the next 10 years,

water costs account for about 50% of the total increase in annual water expenses from"
2002/03 through 2011/12. The breakdown provides a good mchcatlon of the underiymg
factors driving the rate increases.

Components of Annual Cost Increases, 2002/03 ~ 2011112

SEPUC Wholesale Water ... et 50.2%

SCVWD Wholesale WA ..ot i e s e e e e e ea e 13.0%
L Ciy Q&M - o~ SUUERN et SR SETPURELIUUEI 21.7%
Capital Pro;ects O U g PO I 17
3nfrastructureRepiacemen’t O PRUPUTOO £ X & 17/

Total , , g | . 100.0%

3. 3 7 Fund Balance Projections

Based on the cash flow projections, water fund reserves will continue o decrease through
2004/05 until rates are gradually increased to sufficient levels. The steady annual rate
increases fshould enable the water fund to gradually build fund reserves to prudent
minimum levels over the following years. The following table summarizes end-of-year
fund balances and minimum fund reserve targets over the next 10 years. The table does
not include water infrastructure or water line replacement fund reserves which are
designated for other purposes. The table shows projections assuming a varlable
wholesale water rate pass-through.

Water Fund Balances (End-of-Year) & Minimum Reserve Targets ($ M.il_liong)'

2002/03 2003/04 2004/05 2005/06 2006/07  2007/08  2008/09 .2000/10 201011 .2011/12
Fund Batance $1.4 $a.g 30.5 §1.1 §2.4 §2.4 $2.7 $4.0 $6.3 9.8
Minimum Target $3.2 335 $3.9 $4.1 $43 §4.5 $5.1 $5.6 $6.0 36,5

Thus information is also presented graphically on Chart 3-1.
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Although the Water Infrastructure Fund and Water Line Extension Fund may build up
fund balances from time-to-time — as cash accrues for future projects — these funds are
projected to be spent on projects needed over the 20-year planning horizon. These funds
are designated for specific purposes and should not be used to fund operations, except in
cases of financial emergency. |

3.3.8° Water Rate Structure Adgustments

No adjustments are recommended to the Clty § current rate structure at this time. The
City's current water rate structure is based on a history of Council policy decisions, has
worked for many years, and has a long history of public acceptance. Add1t10na11y, most
of the potential structural mod1ﬂcat10ns would oceur oxn top of the projected rate -~
increases. wh1ch could result in laxge rate 1mpacts for many Cxty customers

Durmg the rate evaluatlon process, the pr03 ect team conSLdered a number of potentlal -
water rate structure modifications. Based on evaluations of these structural
modifications; including their impacts-on ratepayers, none of the potential modifications
were ultimately recommended. Rate structure adjustments create impacts that vary ‘oy
customer or class, and are often not accepted by customers whose rates are most
adversely affected by the adjustments.  Some of the major rate structure modxﬁcatmns
1hat were considered include the following:

Increase the percentage of revenues recovered from fixed meter charges —
- Currently, about 15% of water service charge revenues are recovered via fixed meter
" fcharges and about 85% of rate revenues are recovered from quantity charges based
- on water use. An increase in the percentage ¢ of revenues collected from fixed charges
would improve revenue stability and reduce exposure to revenue loss due to
conservation or drought. An increase in costs allocated to fixed charges would also
result in a corresponding decrease in costs allocated to quantity charges. Hence, - .
higher meter charges would be coupled with. siightly lower quantity charges. From a
ratepayer perspective, a d1sproport10nate increase in the fixed meter charges ‘would
result in higher bills for customers using small-amounts of water, and lower bills for
customers consuming large amounts of water,

e Ahgn meter charges with meter capacity — The City's water meter charges vary by
meter size with larger meters paying larger fixed bi-monthly charges. The City's
current meter ratios are acceptable, but are not aligned with meter capacity. For
example, a customer with a 2-inch meter currently pays a bi-monthly meter charge
that is 2.5 times the charge for a 5/8-inch meter, yet the capacity of a 2-inch meter is
about 8 times that of a 5/8-inch meter. Aligning meter charges with meter capac1ty
would result in subs‘tantzaﬂy higher fixed charges for larger metets.

o Reduce the amount of water in the first tier residential quantity charge — The
quantity charge for the first 20 hef of bi-monthly residential consumption is set at
about the average wholesale cost of water. This provides a large benefit not only to
lifeline customers using minimal amounts of water, but also to customers using
average amounts of water. Lifeline water use is generally estimated at about 4 - 5 hef
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‘per month, or 8 — 10 hef bi-monthly. Decreasing the amount of water allowed at the
lowest residential quantity rate would result in substantial increase in the average
residential bill.

s -Establish a uniform block quantity charge for all water consumption — Quantity
* charges currently vary by customer class. Residential customers currently purchase
water according to a 2-tier inclining rate structure with rates that are lower than those
of other customer classes. Charging a single rate for all water consumption would
result in large rate increases for residential customers, especially those using 10W
amounts of water, and rate decreases for other customers.

339 Rate Impacts

The recommended rate increases will be applied to the City's existing rate structure. This
may result in rate impacts that vary based on customer class and consumption. - - -

Table 3-14A show projected rates for sample residential and commercial customers with
a variable wholesale rate pass-through. Table 3-14B shows similar information with the
stabilized future wholesale rate increases. The tables assume that the rate increases will
by applied equally to all components of the water rate structure.

Chart 3-J shows a projection of bi-monthly service charges for an average single family
residence using 26 hef of water. Chart 3-K breaks down the bill between costs recovered
for wholesale water purchases and costs recovered for City operating and capital costs.
About 50% of each bill recovers costs for wholesale water purchases and -about 50% is
needed for City costs.

Tables 3-15A and B show projected bills for an average single family residence along
with a breakdown of bi-monthly increases attributable to the to the City portion of the
rate increase and to the wholesale rate pass-through. The City portion of the rate 2003/04
rate adjustment results in a bi-monthly increase of $2.27, or about $1.13 per month. The
wholesale pass-through resulfs in a bi-monthly increase of $3.71, or about $1.86 per
month.

According to the City's current rate structure, the quantity charge for the first 20 hef of
bi-monthly residential consumption is set at about the average wholesale cost of water.
Council policy requires the first-tier rate to be no less than the average cost of wholesale
water. This benefits all residential customers, particularly those using low to moderate
amounts of water. An average single family residence uses about 26 hef of water bi-
monthly and receives a large benefit from the low, first-tier quantity charge. Based on
this rate structure, the first tier quantity charge may increase at a different rate than other
components of the rate structure.
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Table 3-1

City of Milpitas - Financial Utility Master Plan

Water Accounis ‘
R . _Accounts . :
1995_:'{!.09 2000/01 2001/02
Water Service Accounts
Residential . T :
single Family 12,065 12,096 12,108
Multi-Family | '
Duplex Units 210 211 213
CondofTownhouse Units 656 728 926
_Multiple Family (3+ Units) 332 332 333
Mobile Home Parks ™ o 4 4 4
Subtotal MulfirFamily ' 1,201 1,275 - 1,476
Subtotal Residential 13,256 13,371 13,583
Commiefcial Accounts 503 518 542,
Industrial Accounts 345 348 346
Institutionial/Governmental Acsounts
Institutional/Governmental/Schools 43 - 44 43
City of Milpitas Domestic Accounts 2T 29 - 30
Santa Clara County/Ed Levin Park. 1 1 1
Subtotal Institutional/Governmental 71 74 74
Subtotal Water S‘__e‘xn.ri_(:e_Acg_::o_;_.lr_1_1:_s_'.,= . 14,174 14,311 14,546
irrigation Accounts _
City of Milpitas Irrigation Accounts’ 64 80 80
Non-Residentizal 333 344 344
Residential 88 88 88
Recycled Other 6 na na
Subtotal Irrigation Accounts 491 513 513
Total 14,666 14,824 15,058

Source: Clty of Mitpitas, Consumption Summaries for 1999/00, 2000/01, and 2001/02.
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Table 3-2

City of Milpitas - Financiai Utllity Master Plan

Water Consumption o Lo
S Consumption (hcf)

~1899/00 2000/01 2001/02
Water Service Accounts
Residential D .
Single Family - 1,904,433 1,874,497 1,870,404
" Multi-Family o
- Duplex Units o ‘ 36,503 35,299 33,709
* Condo/Townhouse Units 49,508 54,120 63,377
Multiple Family (3+ Units) 456,218 849,180 433,246
Mobile Home Parks ~- 32,737 33873 22,666
-+ Subtotal Multi-Family 574,966 772,491, 552,808
Subtotal Residential 2,479,399 2,'646,'988 2,423,402
Commercial Accounts £33,973 581 ,262 56'6-,5’16
Industrial Accounts ' 1,220,540 1248129 - 1,010,018
Institutional/Governmental Accounts B
institutional/Governmental/Schools 197,910 297,65‘1 187,230
Santa Clara County/ED Levin Park 5,446 8,870 7,988
City of Milpitas Doniestic Accounts 31,827 - 20,059 - “P4.343
Stbtotal Institutional/Governmental 236,183 _ 327,380 219,561
Subtotal Water Service Accounts 4,470,085 4,803,758 4,2_‘13,49?
irrigation Accounts
cit'j of Miipitas Irrigation Accounts 208,167 429,703 124,288
Nc&ﬁ—Residential ' 548,585 496,425 525,519
Rééidential ) 143,785 131,611 153,213
Recycled Other 19,675 7,816 2,310
Subtotal Irrigation Accounts 1,010,212 765,555 805,458
Total 5,480,307 © 5,569,314

5,018,827

Source: City of Milpitas, Consumption Summaries for 1999/00, 2000/01, and 2001/02.

BARTLE WELLS ASSOCIATES
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Table 3-3 5

City of Milpitas - Financial Utility Master Plan

Average Bi-Monthly Water Consumption ‘
- R S .. Average Bi-Monthy Consumption

.01999/00 . ... ... 2000/00 . 2001/02

Water Service Accounts

Residential o L
Single Family e Tt o3 25.8 N W 4
Multi-Family o o S e
Duplex Units oo o 29.0 27.8 S .264
Condo/Townhouse Units o 12.8 240000 114
Multiple Family (3+ Units) Co 2204 8261 vt 272
- Pér Multi-Family Unit (st ) S 229 3260 207
Mobile Home Parks™ - o - 1,364.0 1,414 o0 -944.4
Per Mobife Home Unit (est.) - 96 89 . .. . 66
.. Subtotal Residential 31.2 33.0 20,7
Commercial Accounts - - : o 177.0 ' 868 1724
Industrial Accounts 580.9 .. ;8875 . 4863
lnsiﬁ_t.u_t:i'onathcvemm,_entgi; Accounts | S e
Institutional/Governmental/Schools - 7812 .o Asis” S 7201
Santa Clara County/ED Levin Park . 1,0743 ooaetT. o 1,3313
City of Milpitas Domestic Accounts 1977 116.6 135.2
Subtotal Water Service Accounts U sas 7 sse T 483

lrrigation Accounts

City of Milpitas irrigation Accounts - 7765 270.2 ‘ . 2589
Non-Residential L Lo 2744 240.3 _ 254.4
Residential 271.8 . 248.6 288.4
Subtotal Irrigation Accounts 342.7 249.0 261.9
Total 62.3 62.6 55.6

Sgurce; City of Milpitas, Consumption Summaries for 199%/00, 2000/0%, and 2001!02'. )

BARTLE WELLS ASSOCIATES
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Table 3-4
City of Miipitas - Financial Utility Master Plan
Water Account, Consumption, and Charge Summary for 2001/02

: " Quantity
Accounts % Consumption (hef) % Charges %
Water Service Accounts
Residential . . .
Single Family 12,108 80.4% 1,870,404  37.3% $2,442585  28.0%
Muli-Family S : .
Duplex Units 213 1.4% 33,708 0.7% 38,460 0.4%
CondofTownhouse Units 926 6.2% 63,377 43% 63,756 0.7%
Muttiple Family (3+ Units) 333 2.2% 433246  8.6% 503,606 5.8%
Mobile Home Parks 4 0.0% 22666  0.5% - 21192 - 02%
Subtotal Multi-Family 1,478 9.8% 552,898 11.0% 627,014 7.2%
‘Bubtotal Residential 13583  90.2% 2423402  483% 3,069,509  35.1%
Commercial Accounts : 542 3.8% 860516  11.2% 1,208217 13.8%
Industrial Accounts - 346 2.3% 1,010,018 20.1% 2,209,798 25.3%
Institutional/Governmental Accounts | ' _
Institutional/Governmertal/Schools 43 0.3% 187,230 3.7% 405933~  4.6%
Santa Clara County/ED Levin Park 1 0.0% 7,988 0.2% 7,029 0.1%
City of Milpitas Domestic Accounts 28 0.2% 24.343 0.5% 25348  03%
Subtotal InstitufionaliGovernmental 73 0.5% 219,561 4.4% 438,310 5.0%
Subtotal Water Service Accounts 14,545 96.6% 4213497  B4.0% 6,925,924  79.3%
Irrigation Accounts _ ( _
City of Milpitas trrigation Accounts 78 0.5% 124,288 2.5% 137,529 1.6%
Non-Residential S 342 2.3% o BZB519 10.5% 1,290,312 14.8%
Resfdentiai - 86 0.6% . 153,213 3.1% 373,303 4.3%
'Subéota! Irrigation Accounts - 508 3.3% 803,020 16.0% 1,808,037 20.6%
Total 15,051 160% §,016,517 100% 8,733,961 100%

Scurce; City of Milpitas, Consumption Summary 2001/02.

BARTLE WELLS ASSOCIATES
Fi\Jobs\Milpitas-314C\Mitpitas Phase 2 Tables MAcct Sum B,3/26/2003
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Table 3-8

City of Milpitas - Financial Utility Master Plan
Historical Wholesale Water Purchases (hcf)

SCVWD

Rebyéied '

Year SFPUC Total % Change
1975/76 2,470,484 2,470,484
1976/77 2,073,457 2,073,457 -16.1%
1977178 1,823,881 1,823,881 -12.0%
197879 2,417,843 2,417,843 32.6%
1979/80 2,469,338 2,469,338 2%
1080781 2,696,421 2,696,421 .9.2%
1981/82 2,804,937 2,804,937 4.0%
1982/83 - 3,036,261 3,036,261 8.2%
1983/84 3,508,013 3,608,013 15.5%
1984/85 3,867,094 3,867,004 - 10.2%
1985/86 4,140,503 4,140,503 7.1%
1986/87 4,370,146 4,370,146 5.5%
1087/88 4,317,178 4317478 .. . -12%
-1988/89 3,731,611 3731611 - -13.6%
“1989/90 4,065,458 '4,065,458° 8.9%
1890/91 3,808,701 3,808,701 -6.4%
1891/92 3,812,310 3,812,310 0.1%
-.1982/83 4,002,684 o 4,002,684 . - 5.0%.
1993/94 3,012,914 1,615,554 4,628,468 15.6%
1804/35 2,901,665 1,943,458 4,845,123 4.7%
1095/96 3,225,990 2,251,333 5,477,323 13.0%
- 1996/97 3,431,115 2,475,243 - 5,906,358 - 7.8%
4997/98 3,197,398 2,237,642 7,392 5442 432 -7.9%
- 1998/98 3,361,508 2,053,680 137,056 5,552,245 2.0%
1998/00 3,504,335 2,112,638 214,771 5,831,744 5.0%
2000/01 3,444,542 2,209,381 247,713 5,901,636 1.2%
2001/02 3,335,244 1,065,782 321,677 5,622,703 -4.7%

Source: City of Milpitas.

BARTLE WELLS ASSOCIATES
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Table 3-6

City of Milpitas - Financial Utility Master Plan

Historical Wholesale Water Costs

1998/99 1999/00 2000/01 2001/02
SFPUC B
Amount (hcf) 3,361,509 3,504,335 3,444 542 3,335,244
Cost: $2,200,470 $3,037,979 $3,071.,840 $3,036,522
Avg. cost ($/hcf) $0.65 $0.87 $0.89 $0.91
SCVWD B N
Amount (hcf) 2,053,680 2,112,638 2,209,381 1,065,782
Cost $1,658,587 $1,722,126 $1,827.375 $1,850,244
Avg. cost ($/hcf) $30.76 $0.82 $0.87 $0.94
Recycted
Amount (hef) 137,056 214,771 247,713 - 321877
Cost $48,632 $90,185 $96,465 119,077
Avg, cosi ($/hcf) $0.356 $0.42 $0.39 - $0.37
Total N
Amaunt (hef) 5,652,245 5,831 ,744 5,801,636 5,622!703
Cost $3,807,689 34,850,280 $5,005,780 $5,005,843
Avg. cost ($/nch) $0.69 T 3083 $0.86 $0.89

Source: City of Miipitas.

BARTLE WELLS ASSOCIATES N
F:\JobsWiipitas-314C\WMilpitas Phase 2 Tables N\Hist Wir Rates,3/17/2003



Table 3-7
City of Milpitas - Financial Utility Master Plan
Water Rate Schedute 2002/03

BIMONTHLY WATER RATES

Meter Charges L
Meter Size o B  Residential Non-Residential.
518" I S $12.90 $13:60
C 314" ' ' - 13.71 T T 1447
1" 19.48 20.59
112" 24.56 25.94
A - 32005 33.8%
3 ' 8579 90.59
4" 10871 : 114.78
g" 165.80 175.19
g" 217.37 229.53
10" o 314.63 © 332.25
Quantity Charges (per hcf)
Residential
1~ 20 hef bimonthly 1.02
© 21+ hef bimonthly ) - 2.14
Commercial/industriai/institutional o : 2.33
Potable Irrigation 268
Santa Clara County (Ed Levin Park) : 0.88

City of Milpitas accounts : o 0.97

BARTLE WELLS ASSOCIATES
Fi\Jobs\Mitpitas-314C\Miipitas Phase 2 Tables N\Wir Rate,3/17/2003



Table 3-8

City of Milpitas - Financial Utility Master Plan
Water Enterprise Revenue & Expense History

Abtuat

Actual Actual Adtual Estimated
1997/98 1988/99 1899/00 2000/01 2001/02

REVENUES - - , e |
Waler service charges 8,286,242 7,872,665 ; 9,081,372 9,859,529 ' 10,300,000
interest earnings 319,328 216,618 ' 162,680 518,358 . 220,000
Transfer from recycled water 0 81,000 107,420 196,911 268,975
Other transfers in 323,482 261,495 48-;47{} g -0 ]
Water service agreements 70,875 28,325 61,476 55,693 14,000
Other sales & revenues 12,760 8,223 ¢ - 59,828 -4,000 g
Total revenues = 9,012,697 8,469,326 - 9,531,246 10,634,491 10,802,975

EXPENSES = o | f

Personnel services 956,542 1,135,790 _'f ,085,975 1,221,260 1,296,347
Services & supplies 1,077,382 676,798 818,903 745,788 4,250,748
SFPUC wholesale water 2,537,827 2,213,722 3,037,879 3,071,840 3,400,000
SCVWD wholesale water 1,638,816 1,568,623 . 1,722,243 1,—927;,633., 2,200,000
Capital outiay 88,803 54,724 - 73420 - 74,828 100,300
Op. cost transfer to Gen Fund 2,239.814 2,270,932 . 2,308,488 - 2,506,933 2,752,389
Subtotal operating 8,539,194" . 7,910,589 9,047,008 19,547,182 10,999,794
Transfer to Water CIP Fund o 920,000 0. 570,000, . 223,600
Other transfers out - 91,000 50,000 - 50,600 317,033~ 0
Debt service - g P ¢ I 0. R ¢ -0
Subtotal non-operating - 91,000 970,000 .- 50,000 . .. - B87.033 223,600
Total expenses 8,630,194 8,880,589 9,097,008 10,434,215 11,223,394
Revenues less expenses 382,503 (411,263) 434,238 200,276 (420,419)

Source: City of Milpitas 2002/03 Budget & Financial Plan é.nd‘FinancEal System Reports by Fund.

oL

BARTLE WELLS ASSOCIATES
F:\JobsWMilpitas-314C\Milpitas Phase 2 Tables N\R&E Hist,3/17/2003



Table 3-9 |
City of Milpitas - Financial Utility Master Plan
Water Cash Flow Assumptions -

WHOLESALE WATER PURCHASES -

1 Growth in customer base and water usage estimated at 0% in 2003/04 and 1% annually
thereafter
2 SFPUC wholesale water purchases estimated at 3.5 million hef in 2003/04
3 SCVWD wholesale water purchases estlmated at2.2 mtmon hef in 2003/04
4 SCVWD wholesate purchases decrease by 2/3 of 90% of growth in recycled water use
5 SFPUC wholesale purchases decrease by 1/3 of 90% of growth in recycled water use
8 Wholesale water rates based on BAWUA (SFPUC)Y and SCWVD rate projections
REVENUES ‘
1  Service charge revenues based on 2002/03 estimate of $10.7 million and mcrease due to
a) growth and b) rate adjusiments
2 Service charge revenues assume rate i mcreases do not. apply to the first 30% of annual
revenues duetoa three—month lag from begsnnmg of fiscal year untfl a'rate sncrease
impacts revenues
3 Interest earnings pro;ected at 3.5% of estimated average annual fund balance
4 Interest earnings from CIP Fund accrue fo the water operating fund and are projected at
- 200,000 in 2003/04 and $100,000 thereafter (this assumes CIP fund maintains an average
of about $2.8 million and earns 3.5% interest)
5 Transfers from the Recycled Water Fund linked to Recycled Water cash flow projection
6 Connection fee revénues accrue to the Water Line Extension Fund and are projected based
on 125 new single family residential equivalent connections per year beginning 2004/05 and
new recommended connection fees’ * '
‘EXPENSES _ :
1 Expense projections based on 2002/03 budget and mid-year expense projection
" 2 Personnel services expenses and General Fund reimbursements escalate at the annual
rate of 6:5% in 2003/04, 8%.in 2004/05, 5% in 2005/06 and 2006/07, and 4% thereafter
3 Services & supplies increase at the annual rate of 3.0%.and by projected net growth
"4 SFPUC and SCVYWD wholésale water purchases based on wholesale rate projections and
projected water consumption
5 Capital ouilay costs escalate at the annual rate of 3.0%
6 Operating cost reimbursements to the General Fund are proiected {o increase at the annual
' rate of 6.5% in 2003/04, 9% in 2004/05, 6% in 2005/06 and 2006/07, and 4% thereafter.
7 CIP expenses based on City's most recent CIP projections; the projections include a
reasonable placeholder for projects outside the City's current CIP
8 Loan repayment to Sewer Fund projected at $75,000 for 4 years beginning 2003/04
8 _
Set aside for infrastructure Replacement Fund projected at $1.75 million annually beginning
2007/08; sufficient fo fund Schaaf & Wheeler projected replacements over next 20 years
10 Schaaf & Wheeler Utility Depreciation Study replacements are funded from the

infrastructure Fund and are projected at $25.5 million over the next 20 years

BARTLE WELLS ASSOCIATES
FJobs\Milpitas-314C\Milpitas Phase 2 Tables N\W Assumps,3/17/2003
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Table 3-10

City of Milpitas - Financial Utility Master Plan
Wholesale Water Purchase Projections

2003/04 2004/05 2(}95/(?6 2006/07 2007/08 2008/09 2009/1 0' 2010/11 2011112
SFPUC Water Purchases .
Amgunt (heh) 3,500,000 3,535,000 - 3,570,000, 3,608,000 3,642,000 3,678,000 3,715,000 3,752,000 3,790,000
% increase - 1% 1% 1% 1% 1% 1% 1% 1%
Less convéré;‘on to recycled (11,250) {12,450) (1_3,55{}) o :{15,300) (750} 4] 0 a 0
Total ’ 3,488,750 3,522,550 3,556,350 3,590,700 3,641,250 3,678,000 3,715,000 3,752,000 © 3,780,600
Price ($/hch) $1.07 $1.24 $1.30 ¢ $1.33 $1.41 $1.78 $2.07 $2.29 $2.53
% increase 22% 8% . 5% : C 2% 6%, 25% 18% 11% - 10%
Cost (rounded) $3,733,000 54,368,000 $4,623,000 $4,776,000 $5,134,600 $6,473,000 $7,690,000 $8,582,000 $9,589,000
SCVYWD Water Purchases
Arount (hef) 2,200,000 2,199,000 : 2:198,000 - 2,180,000 . .2,181,000 2,201,600 2,223,000 2,245,000 2,267,000
% increase. ) - 1% 1% 1% 1% 1% 1% 1% 1%
Less conversion {o recycled (22,560) {24,900) {27,360) - (30,500) {1,500) g 0 G 0
Total 2,177,500 2,174,100 ° 2:168,700 2,159,400 2,179,500 2,201,000 2,223,000 2,245,006 2,267,000
Price. ($IAF) 34560 $495 - $535 $560 5505 $6285 $655 $689 $723
Price ($/hcf) $1.06 $1.14 $1.23 $1.28 $1.37 $1.43 $1.51 $1.58 $1.66
% increase 10% . B% 8% - - 5% 8% 5% 5% 5% 5%
Cost (rounded) $2,299,000  $2,499,000  $2,697,000 $2,815,000 - $2,679,000  $3,157,000  $3,348,000  $3,550,000 -  $3,764,000
Total Wholesale Water Purchases : e - .
Amount (hef) - 5,666,250 5,696,650 -5,725,050 5,750,100 5,820,750 5,879,000 5,938,000 5,897,000 6,057,000
Net % ingrease - 0.5% 0.5% 9.4%. 1.2% 1.0% 1.0% : 1.0% 1.0%

- : ' & - '

Total Cost $6,032,000 $6,867,000 $7,320,000 - - $7,591,000:-.- 58,113,000 . "$9,630,000 . $11,038,000 . $12,142,000 $13,353,000
% increase - 14% 7% 4% 7% 19% 15% 10% 10%

BARTLE WELLS ASSOCIATES

F\Jobs\WMilpitas-314C\WMilpitas Phase 2 Tabie's NiWater Cost (A),3/17/2003



Tabie 3-10 continued
City of Mifpitas - Financial Utility Master Plan
Wholesale Water Purchase Projections

212113 201314 2014/15 2015/16 201617 2017118 2018/19 2018420 2020121 2021422
SFPUC Water Purchases - .
Amount (hcf 3,828,600 3,866,000 3,905,600 7 3,944,000 3,983,000 4,023,600 4,063,000 - 4,104,000 .. 4,145,000 - 4,185,000
% increase 1% ‘E“_/a 1% 1% 1% 1% 1% 1% 1% 1% .
Less conversicn to recycled 0 0. 0o o 0 o, 0 .0 0 0
Total ’ 3,828,000 3,866,000 3,905,000 3,944,000 3,983,000 - 4,023,000 4,063,000 4,104,000 4,145,000 4,186,000
Price ($/hcf) $2.66 $2.78 $2.93 $3.08 .. 8323 $3.39 $3.56 $3.74 $3.92 $4.12
% increase 5% 5% 5% - 5% 5% 5% 5% . - 5% - - . 5% 5%
Cost {rounded) $10,169,000 $10,784,000 $11,437,000 $12,129,000 $12,861,000 $13;640,000 314,464,000 $15,341,000 $16,269.000 $17,251,000
SCVWD Water Purchases
Amount {hcf) 2,290,600 2,313,000 2,336,000 2,359,000 2,383,000 - 2,407,000 2,431,000 2,455,000 . 2,480,000 2,505,000
% increase 1% 1% 1% 1% 1% 1% 1% 1% 1% 1%
Less conversion 1o recycled 0 & 0 ¢ 0 ) 0 ¢ -0 0
Totat 2,280,000 2,313,000 2,336,000 2,358,000 2,383,000 2,407,000 2,431,000 2,455,000 2,480,060 2,505,000
Price ($/AF) $759. $797 $837 $879 $923 $869 $1,018 $1,069 $1,122 $1,178
Price ($/hcf) $1.74 $1.83 $1.92 §2.02 $2.12 $2.22 $2.34 $2.45 $2.58 %2.70
% increase 5% 5% . 8% - 5% 5% 5% 5% L E% . . 8% - o B%
Cost (rounded} $3,992,000  $4,234,000  $4,490,000 $4,761,000 $5050,000 $5,355,000 §$5,679,000 $6,022,000 $6,388,000 $6,775,000

Total Wholesale Water Purchases

Amount (hcf) 6,118,000 6,179,000 _ 6241000 6,303,000 6366000 6430000 6494000 6559,000 6,625,000 6,691,000

Net % increase 1.0% 1.0% 1.0% 1.0% 1.0% T 1.6% “1.0% 1.0% 1.0% 1.0%

Total Cost - $14,161,000 $15,018,000. $15,927,000 -$16,890,000.. $17,911,000 $18,995000. $20,143,000 .$21,363;€}{}D $22,657,000 $24,026,00C

% increase 6% 6% 6% 6% 6% 5% 6% 6% 6% 6%
BARTLE WELLS ASSOCIATES
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Table 3-11A

City of Mifpitas - Financiat Ufilty Master Plan
Water Enterprise Cash Fiow Projection

With Variable Wholesale Rate Passthrough

Estimated . Projecied .
‘ 2002/03 3003/04 2604105 2005/06 2606707 2007/08 2008/09 2005/10- 2010/11. 2011712
Beginning operating fund balance $4,735,580 1,354,000 922 000 503.00()_ 1.09_5,00’0 © 2441000 2375000 2,721,000 3,968,000 ° 6,333,000
Projected growth .~ - 00% . 10% 10%  10% 1.0% “1.0% W% . -Me%t 1%
Net growth {(with recycled subst.) : 0.0% T 05% - 0.5% 0.4% 1.2%: 1.0% 10%. 1o 1.0%
Rate adjustment - City costs -5.0% o 5.0% C . 5A0% .5.0% o 5.0% 5.0% 5.0% 5.0% ‘ 5.0%
Rate adjustment - wholesale incs 8.2% . 6.9% 3.2% L7% 2.8% 8.5% " T 8.8% C4 8% 4.5%"
Total rate adjustment : 13.2% 119% . B2% L RT% - T8% 13.5% . 11.9% 9.6%- " 8.5%
REVENUES S _ o - _ ' _ o ’
Service charges ‘ 10,700,000 11,690,000 13,185,000 14465000 45580000 16915000  19,085000. 21,640,000. 24070000 26,605,000 .
interest earrings -~ Water Fund - ~ 40,000 - 25,000 . 28,000 62,000 84,000 89,006 117,000 180,000~ 283,000
Interest earnings - CIP Fund 241,000 200,000 150,000 100,000 100,000 100,000 100,000 100000 100,000 © 100,000
Transfer from recycled water 300,000 369,000 450,600 535,600 38,000 698,000 761,000 829,000 904,000 - 985,000
Other revenues 4,000 5000 5,000 5000 5,000. 5,000 © 5,000 5000 5,008 5,000
Total revenues 11,245,000 _12,30?4:(](30 13815000 15133000 16365000 17,602,000 20,050,000 22,691,000, 25,259,000 . 27,978,000, .
EXPENSES Cn T T T et - S
Personnel services 1,381,301 1,471,000 1,603,000 1683000  1.767.0000 1,838,000 1,912,000 1,988,000, 2,068,000 2,151,000
Services & supplies 1,218,355 1,255,600 1,299,000 1,344,000 1,380,000 1,449,000 1,567,600 1,567,000 1,630,000 1,695,000
SFPUC wholesale waler 3,150,000 3,733,000 4,368,000 4,623,000 4,776,000 5134000 6,473,000 7600000 8592000 9,589,000
SCVWD whotesale water 2,100,000  2,295000 2499000 2,697,000 2815000 29790000  3157,000  3:348000 3550000 3,764,000
Capital cullay 100,475 103,000 108,000 109,000 112,000 115;000. 118,000 122,000 126,000 130,000
Op. cost transfer to Gen Fund 2,706,720 2,883,000 3,142,000 3,209,000 3464000 3603000  3,747.000 3,897,000 4053800 4,215,000
Other : g 9 0 .0 ) .0 o o S e
Subtoatai operating 10,656,851 11,744,000 13,017,000 13755000 14,324,000 15118000 16,914,000 18,612,000 20,019,000 21,544,000
Transter to CIP Fund 970,000 997,000 1,142,000 711,000 £20,080 1,080,000 1,040,000 1,082,000  1,125000- 1,170,000
Loan repayment to Sewer Fund o} 75,000 75,000 75,000 75,000 [ v} 0 1} o
Set aside for infrastructure repl [ a 8 ] Q 1.750.000 1,750,000 1,750,000 1,750,000 1,750,000
Subtotat non-opearating 970,000 992,000 1,217,000 786,000 695000  2,750,000° 2,790,000 2,832,000, 2875000 - 2,920,000
Total expenses 11,626,851 12,736,000 14,234,000 14,541,000 15,019,000 17,868,000 19,794,90'0_; 21,444,6{10 " 22,804,000 24,464,000
Revenues less expenses (381,851} {432,000 {419,000) 592,000 1,346,000 (66,000} 346,000 - 1,247,000- 2,365,600 . 3,514,000
Ending operating fund balance 1,353,729 922,000 503,060 1,095000 2,441,000 2375000 2,721,000 3968000 6333000  9.847,000
Min fund rsrv target (30% Q&M) 3,200,000 3,520,000 3,940,000 4,130,000 4,30’0,'90'0 4,5{;0,’0{50 5070,000 5580000 5,010,000  6460,000
BARTLE WELLS ASSQCIATES
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7.2

Tabie 3-11A continued

City of Milpitas - Financial Utility Master Plan

Water Enterprise Cash Flow Projection

With Variable Wholesale Rate Passthrough
. - Projected

209213 2093/14 201415 291 5/%6 2016H7T 201718~ 2018M9 - 2019120 - 2020421 2021/22

Beginning operating fund balance 9,847,000 12,896,000 15630000 17 995 e{)o 19,530,006 21,373,600 22 243 000 22477000 21,979,000 20,656,000

Projected growth - -5 1.0% 1.0% 1.0% . 19% 10%  1.0% 1.0% 0% 10% 1.0%
Net growth (with recyeled subst.) 1.0% 1.0% 1.0% 0% L% - 1:0% S 0% . 10% o 10% 1.0%
Rate adjustment - City costs 00% - '0.0% 0% 00% . .0.0% 00% . 00% 0.0% . 0.0%. 0.0%
Rate adjustment- wholesale incs 2.0%. . 2.0% L 2.0% C2.0% 2.0% 2.0% 2.0% 20% - z0% 2.0%
Total rate adjustment. : 2.0% 2.0%. 2.0% “2.0% S 20% - oT20% O 20% ¢ 20% 2.0% 2.0%
REVENUES o i s B : : o o

Service charges . ‘ 27970000 28810000 29675000 30565000 31485000 32430000 33400000 34405000 35435000 36,500,000
Interest eamings - Water Fund 398,0807 < 4990000 588,000 664,000 .723,000 . 763000  ..783,000 778,000 746,000 84,000
interest earnings - CIP Fund 100,000° 100,000 100,000 100,000 100,000 100,000 100,000 100,000 100,000 ~ 100,000
Transfer from recytled water - 1,005:000- 10250000  1.046000 1,067,000 1,088,000 1,110,000  1,432000  1,155000 1,478,000 1,202,000
Other revenues . 5,000 “5.000° 5,000 5,000 5000 “'5,000 5000 JBQB0 75,000 5,000
Total revenues -~ - 29476,000, 30,436,000 01000 33401000  34408,000 35 420 ooa 36,443,000  37.464000 38,491,000
EXPENSES - T e s P, e el
Personnel services 2,237,000 2,326‘,0(}'{] A1Y, 2,546,000 2,617,000 2,722,000 .2;831;(}{]0. 2,944,000 '3;062,600 3,184,000
Services & supplies 1,763,000 1,834,000 4,907,000 1,983,000 2062000 2144000 2,230,000  2319,000 2412000 2,508,000
SFPUC wholesale water 10,169,000 10784000 11,437,000 12129000 12,861,000 13,640,000 14,464,000 15341000 16268000 17,251,000
SCVWD wholesale water 3992000 4234000 4480000 4761000 5,050,000 5355000 . 5579.000 6,022,006 6368000 6,775,000
Capital outlay . . . 134,000 138,000 142,000 146,000 150,000 155,000 160,000 165,000 170,000 175,000
Op. cost transfer to Gen Fund 4,384,000 4 559 (Eil1) 4741,000. 4,93 eoo 5,128,000 5,333,000 5,546,000 5,768,000 5,999,000 8, 239 aos
Other el -0 - 8 .8 -8 . B Y 8

Subtotal operating 22679000 23875000 25,136,000 26 466,000 27368000 29349000 30910000 32559000 34300000 36,132, ooo
Transferto CIP Fund for capital T000000] 2080000 2,163,006 2250000 - 2,340,000 2434000 . 2,531,000 2,632,000 2,737,000 2,846,000
L.oan repayment {o Sewer Fund 0 0 0 ‘0 H 5} 0 0 0 0
Setaside for infrastructure repl 1,750,000 1750000 - 1,750,000 1750000 1750000 1750000 1750000 1750000  1750,000  1.750,000
Subtotat non-operating. - - 3750000 3,830,000  3,913000. 4,000,000 4,090,000 4184000 4281000 4382000 4487000 4,596,000
Total expenses ' 26420000  27,705000 20,043000 30466000 31958000 33533000 35191000 36,941,000 3B787.000 40,728,000
Revenuesllésgjexpenses- 3,048,000 2 ,734;(%90. 2,365,000 1 .935‘,@073' 1,443,000 875,000 22%,000 {498,000y (1,323,000}  {2,237.000)
Ending operating fund balance . 12,896,000 15630000  17,995.000 19.936,9{0& 21373000 22248000  22477,000 21979000 20,856,000 18,419,000
Min fund rsrv target (30% O&M)-. 6,800,000 7,160,000 7,540,000 7,940,000  8360,000 8800000 9270000 8,770,000  10.290.000 10,840,000

BARTLE WELLS ASSOCIATES
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Table 3-118

City of Milpitas - Financial Utility Masler Plan

Water Enterprise Cash Flow Projection

With Stable Wholesale Rate Passthrough Beginning 2005/06

Estimated Projected
2002/03 2003/0_4 2604/05 2005/06  ~ 2008/07 2007/08 2008/09 2008/10 201061 201112

Beginning operating fund balance  $1,735,580 1,354,000 922,000 /503,000 1,176,000 2,886,000 3472000 4061000 4933000 6,660,000
Projected growth - . 00% . 10%  10% 1.0% 10% 0% 10% " 1.0% 1.0%
Net growth {with recycled subst.) 0.0% © O 0.5% 0.5% C.4% 1:2% ©1.0% 1.0% - 10% 1.0%
Rate a(ijustmeht - City costs . 5.0% - 5.0% CU 5% 5.0% 5.0% 1 5.0% 50% . 50% . 540%
Rale adjustment - whoiesale incs 8.2% 6.9% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0%
Total rate adjustment. 13.2% 11.9% 9.0% 9.0% 9.0% . - 9.0% 9.0% 9.0% 9.0%
REVENUES - _ ) e o :
Service charges 10,700,000 11,690,000 13,185,000 14,545,000 15,915,060 17,540,000 19,295,000 21,225,000 23,350,000 25,665,000
intergst eamings - Water Fund - 40,000 -25,000 - 28,000 71,600 111,600 132,000: 157,000 - 202,080 . 276,000
Interest earnings - CIP Fund 241,600 260,000 150,000 100,000 140,000 100,008 100,000 100,060 100,000 100,006
Transfer from recycied water 300,000 369,000 - 450,000 535,000 -638,000 608,000 761,000 829,000 904,060 . 885,000
Other revenues 4.000 5,600 5,000 5,600 5,600 - 5,600 5.008 5008 5900 5.000
Total revenues 11245000 12,304,000 13815000 15214000 16,729,000 18,454,000 20293000 22316000 24,561,000 27,051,000
EXPENSES o _ , o B S SIS
Personnel services 1,381,301 1,474,000 1,603,000 1,683,000 1,767,000 1,838,000 1,812,600 1,988.000 2,068,000 2,151,800
Services & supplies 1,218,355 1,255,060 5,288,000 1,344,000 1,396,000 1,449,000 1,507,000 1,587,000 1,630,000 1,695,600
SFPUC wholesale water 3,150,060 - 3,733,000 4,358,000 4,623,000 4,776,000 5,134,000 6,473,000 7,690,600 8,532,000 9,589,000
SCYWD wholesale water 2,100,600 2,299,000 2,499,000 2,687,000 2,815,000 2,979,060 3,157,000 3,348,000 3,560,000 3,764,000
Capitai outiay 100,475 103,060 106,000 108,000 112,060 145,000 118,000 122:000 126,600 130,600
Qp. cost transfer to Gen Fund 2,708,720 2,883,600 3,142,000 3,289,000 3,464,000 3,603,000 3,747,000. 3,897,060 4,053,000 4,215,000
Other 0 a -0 g S g SRR S S §t: o

Subtotal operating 10,658,851 1 1.?44,0@0 13.317,090 13,755,000 14,324,000 15,118,000 16,214,00 18,612,000 20,018,000 21,544,000
Transfer to CIP Fund for capital 970,000 " §17,000 14 42,{]:00 1% .{iUG 620,000 1,000,000 1,040,000 1,082,000 1,125,000 1;170,000°
Loan repaymert to Sewer Fund : 0 75,006 75,000 75,600 75,000 0 o} g g Q
Set aside for infrastructure repl i 0 0 .o a 1.75G,000 1,750,000 1,750,000 1,750,000 1,750,600

Subtolal non-operating 976,000 992,000 1,21?{{3_0[‘3 786,000 695,0_0(}_ 2,750,000 2,790,000_ 2,832,000 2,875,000 2,920,600~

Total expenses 11,626,851 12,736,000 14,234,000 14,541,000, 15,019,000 17,868,000 19,704,000  21,444,000: 22,894,0UG 24,464,000

Revenues less expenses (381,851) (432,000} (419,000} 673,000 1,710,000 586,000 589,000 872,0[_}{]‘ 1,667,060 2,587,000
Ending operating fund balance 1,353,729 922,600 503,600 1,478,000 2,886,000 3,472,000 4,061,000 4,933,000 6,660.[}0'0‘“ 9,187,000
Min fund rsrv target (30% O8M) 3,200,000 3,520,00(5 3,910,000 4,130,00¢ 4,300,000 4,540,006 5,070,000 6,560,000 6,(}163008 6,460,000

BARTLE WELLS ASSOCIATES .
FJobs\Wilpitas-344C\Milpitas Phase 2 Tables NW Cash Flow (Final B),3147/2003



Table 3-11B gontinued

City of Milpitas - Financial Utility Master Plan

\Water Enterprise Cash Flow Projeciion

With Stable Wholesale Rate Passthrough Beginning 2005/06
. . ] o . Projected

201213 201314 201415 201516 201617 2017118 2018/19 2018/20 2020121 2021/22

Beginning operating fund balance 9_,18_'1’.,00(‘1 11,180,600 12,810,600 13,894,000 14_,663,600 14,763,000 14,212,000 12,933,600 10,833,000 7.815,000

Projected grawth .. . . - 1.0%. . 1.0% 0% L0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0%
Net growth (with recycled subst.} 1.0% 10% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% " 1.0% 1.0%
Rate adjustment - City costs 6.0% 0% 0% 0.0% - 00% 0:0% 0.0% 0.0% 0.0% .0%
Rate adjusiment - whelesale incs 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0%
Totat rate adjustment . . 2.0% - 20% 2.0% S 2.0% 20% 2.0% ‘ 2.0% 20% 2.6% 2.6%
REVENUES . o o ; o _4 .

Service charges 26,965,000 27,775,000 28610,000 29465000 30,350,000 31,260,000 32,200,000  33,185000 34,160,000 35,185,000
interest eafnings - Water Fund 357,000 420,000 “469,000 501,000 515,000 507,000 475,000 416,000 326,000 203,060
Interist eamings - CIP Fund 100,000 160,000 100,000 100,600 100,000 100,000 100,000 100,060 100,060 100,000
Transfer from recycled water 1005000 1025000 1,046,000 1,067,000 1,088,000 1,110,000 1,432,000  1,155000 1,178,000 1,202,000
Other reveniies - 5,000 5,000 5,000 5,000 5,000 5,080 5,000 5,000 5,000 5,000
Total revenues - - 28,432,000  29,325000 30,230,000 31138000 32,058,000 32,962,000 33,912,000 34,841,000 35769000 36,695,000
EXPENSES .- e o .

Personnel services 22370000 2326000 2418000 2548000  2617,000 2722600  2831,600 2944000 3062000 3,184,000
Services & supplies 1,763,000  1,834000 1,907,000 1,983,000 2,062,000 2144000  2230,000 2318000 2412000 2,508,000
SFPUC wholesale water 10,168,000 10,784,000  11.437.000 12,120,000 12,861,000 13,640,000 14,464,000  15341,000 16,269,000 17,251,000
SCVWD wholesale water 3992000 4,234,000 4,490,000 4761000 5050000 5355000 5679000 6022000 6388000 6,775,000
Capital outiay _ 134,000 138,000 142,000 146,000 150,000 155,000 160,000 165,000 170,000 175,000
Op. cast transfer to Gen Fund 4384000 4,589,000 4,741,000  4931,000 5128000 5333000 5546000 5,768,000  5959,000 6,239,000
Other. .. 0 o0 g 0 g 0 0 g 0 9
Subtotal operating ' 22679000 23875000 25,136,000 26466000 27.868,000 29,349,000 30,910,000 32,559,000 34,300,000 36,132,000
Transfer to GIP Fund for capital 2,000,000 2,080,000 2,163,000 2,950,000 2,340,000 2,434,000 2,531,000 2,632,000 2,737,000 2,846,000
Loan repayment to Sewer Fund 4] 1] o] 0 Q 0 0 0 4] ]
Set aside for infrastructure repl 1,750,000 1,750,000 1,750,000 1750000 1,750,000 1750000 1,750,000 1,750,000 1750000 1,750,000
Subtotal non-operating 3,750,000 3,630,000 3913000 4000000 ~ 4090000 4184000 4281000 4,382,000 4,487,000 4,596,000
Total expenses 26,429,000 27,705,000  25,049000 30466000 31,958,000 33533060  35181,000 36,941,000  38,787.000 40,728,000
Revenues less expenses 2,003000 1,620,000 1,181,000 672,000 100,000 (551,000)  {1,279,000)  (2,100,000) (3.018,000)  (4,033,000)
Ending operating fund balance.. 11,190,000 12,810,000 13,991,000 14,663,000 14763000 14212000 12933000 10,833,000  7.615000 3,782,000
Min fund rsrv target{30% O&M)- 6,800,000 . 7,160,000 7,540,000 . 7,940,000 8360000 8800000 9270000  $770.000 10,290,000 10,840,000

BARTLE WELLS ASSOCIATES

FlobsiMilpilas-314CiMilpilas Phase 2 Tables YW Cash Flow (Final B}, 3/17/2003
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Table 3-12
City of Milpitas - Financial Utility Master Plan
Water Infrastructure Fund Cash Flow Projection

Budget Projected

2002/03 2003/04 2004/05 2005/08 2006/07 2007/08 2008/08 20091140 2010/11 2011112
Beginning fund balance 0 0 0 0 0 G 150,000 305,000 466,000 632,000
REVENUES
Interest earnings 0 Q 0 0 4] 0 5,000 11,000 18,000 22,000
Transfer from Operating Fund 0 0 3] [+ 0 1,750,000 1,750,600 1,750,000 1,750,000 1,750,000
Total revenues g 0 4 0 0 1,750,000 1,755,000 1,761,000 1,766,000 1,772,000
EXPENSES
Schaaf & Wheeler est. replacements G g 0 0 ¢ 1,606,000 1,600,600 1,600,000 1,600,000 1,600,000
Revenues less expenses 0 G 0 0 G 180,000 155,000 161,000 166,000 172,600
Ending fund balance 0 0 0 8 Q 150,000 305,000 466,000 832,000 804,000

BARTLE WELLS ASSOCIATES

FJobs\Milpitas-314CWiipitas Phase 2 "I‘abie's NW Infr Fund {A),3/17/2003



Table 3-12 continued

City of Mitpitas - Financial Utility Master Pian
Water infrastructure Fund Cash Flow Projection

Projected
2012113 201314 2014115 2015/16 201617 201718 2018/19 2019/20 2020121 2021722

Beginning fund balance 804,000 2,082,000 3,405,000 4,774,000 6,181,000 7,638,000 6,676,000 5660,000 4,608,000 3,519,600
REVENUES

Interest earnings 28,000 73,060 119,000 167,000 217,000 268,000 234,000 198,000 161,000 123,000
Transfer from Operating Fund 1,750,000 1,780,000 1,750,000 1,750,000 1,750,600 1,750,000 1,750,000 1750000 1750000 1,750,000
Total revenues 1,778,060 1,823,000 1,869,000 1,817,000 1,867,000 2,018,000 1,984,000 1,948,000 1911,000 1,873,000
EXPENSES

Schaaf & Whesler est. replacements 506,000 - 500,000 500,600 500,000 500,000 3,000,000 3,600,000 3,000,000 3,006,000 3,000,000
Revenues less expenses 1,278,000 1,323,000 1,369,000 1,417,000 1,467,000 (882,000} {1,016,000) (1,052,000} (1,089,000% (1,127,000}
Ending fund balance 2,082,000 3,405,000 4,774,000 6,191,000 7,658,000 6,676;000 5,660,000 4,608,000 3,519,000 2,392,000

BARTLE WELLS ASSOCIATES

FilJobsiMilpias-314C\Wilpitas Phase 2 Tables MW Infr Fund (A),3117/2003
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Table 3-13

City of Milpitas - Financial Utility Master Plan

Waler Line Extension Fund Fund Cash Flow Projection

Budget Projecied

2002/03 2003/04 2004/05 2005/08 200607 2007/08 2008/09 2009/10 2010111 2011712
Beginning fund balance $632,000 425,000 44G,000 544,000 $27,000 888,000 1,158,600 1,438,000 1,727,000 2,026,000
New single family resid equivalents 0 125 125 125 125 125 125 128 125
Projected SFR connection fee 1,910 1,910 1,810 1,910 1,910 1,910 1,810 1,910 1,910
REVENUES
Connection fees 2,000 0 239,000 238,000 239,000 239,000 239,000 239,000 239,000 239,000
Interest earnings 10,500 15,000 15,600 14,000 22,000 31,000 41,000 50,000 60,000 71,000
Other revenues/approp. transfers 470,000 0 0 & ] a9 4] 1] il ]
Total revenues ‘ 482,600 15,000 254 000 258,000 261,000 270,000 280,000 289,000 299,000 310,600
EXPENSES ] .
Transfer to CiP Fund 690,000 [ 150,000 175,000 0 0 0 0 4] 0
Transfer to CIF for growth projecis o G .o g Q 0 a a 0 0
Other expensesftransfers o} Q 1} 1} o} "0 [t} [ g 4]
Total expenses 690,000 0 150,000 175,000 o 0 0 0 0 ¢
Revenues less expenses {207.400) 15,000 104,000 83,000 261,600 270,000 280,000 285,000 299,000 310,000
Ending fund balance 424.6(}5 440,000 544,000 627,000 888,000 1,188,000 1,438,000 1,727,000 2,026,000 2,336,000

BARTLE WELLS ASSOCIATES

FJobs\Milpias-314CMilpitas Phase 2 Tableé NW Line Ext Fund (A),3/17/2003
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Table 3-13 continued

City of Milpitas - Financial Utility Master Plan

Water Line Extension Fund Fund Cash Fiow Projection

Projected

201213 201314 2014715 2015/16 2016/17 2017118 201819 201929 20204214 2021122
Beginning fund balance 2,336,000 2,657,000 2,989,000 3,333,000 3,689,000 4,057,000 4,438,000 4,832,600 5,240,000 5,662,000
New single family resid equivalents 125 125 125 125 125 125 125 125 125 125
Projected SFR connection fee 1,410 1,910 1.910 1,810 1,910 1,910 1,810 1,910 1,810 1,910
REVENUES .
Connection fees 232 000 239,000 239,000 239,000 239,000 239,000 239,600 239,600 239,600 239,000
Interest earnings 82,000 93,000 165,000 117,060 129,009 142,000 155,000 169,000 183,000 198,000
Other revenues/approp. fransfers ¢ G -0 ] 4] 0 1] a Q o]
Total revenues 321,000 332,000 344,000 356,000 368,000 381,000 344,000 408,000 422,000 437,000
EXPENSES - ©
Transfer to CIP Fund 1] 0 0 0 0 0 ¢ G 0 0
‘Transfer to CiP:for growth prajects 0 4] 0 0 G 1] 383,000 3,664,000 1] 0
Other expenses/transfers Q 0 1] [} g 9 - 8 .8 g [t}
Total expenses G 0 -0 0 0 0 383,000 3,664,000 0 ;
Revenues less expenses 321,000 332,000 344,000 356,000 368,000 381,600 394,000 408,000 422,600 437,000
Ending fund balance 2,657,000 2,989,000 3,333,000 3,689,000 4,057,000 4,438,000 4,832,000 5,240,000 5,662,000 5,099,000
BARTLE WELLS ASSQCIATES

F:\os\Wipitas-314CMilpitas Phase 2 Tables MW Ling Ext Fund (A}, 3/17/2003
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Table 3-14A

City of Milpitas - Financial Utility Master Plan
Residential Order-of-Magnitude Rate Projection
With Variable Wholesale Rate Passthrough

2002/03 2003/04 2004/05 2005106 2008/07 2007/08 2008/09 2009110 2010411 201112
Rate Adjustment* 13.2% 11.9% 8.2% 6.7% 7.8% 13.5% 11.9% 9.6% 9.5%
Bi-monthly
Customer Class Use (hef)
Residential {5/8" Meter)
Low 15 . $28.20 331.85 $35.69 $38.68 541.21 544,48 $50.52 366,57 362.05 $67.89
Average 26 46,14 52,12 58.40 63.26 67.44 7275 82.59 92.44 101.38 110.91
Med-High 40 76.10 86.00 96.34 104.28 111.28 119.93 136.07 162.22 166.90 182.59
High 60 118.90 134,40 150.54 162.88 173.86 187.33 212.47 23762 260.50 284 99
Commilndfinst {1 Meter)
Customer A 50 137.09 155.31 173.58 187.72 2060114 215.96 245.34 27412 301.18 329,97
Customer B 100 253.59 287.3% 321.08 347.22 37011 359.46 453.84 508.22 557.18 610.47
Cuslomer C 200 48655 55131 616.08 666.22 710.41 766.46 870.84 975.22 1,069.18 117147

* Based on across-the-board rate increases; projected bi-monthly meter charge and guantity charges rounded {o nearest $0.01.
Actual rate adjustments may vary based on customer class and consumptien.

BARTLE WELLS ASSQCIATES .
Filobs\MipRas-314C\WMilpitas Phase 2 Tables NWVr Rale Prof (4),3/17/2003
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Table 3-14A

City of Milpitas - Financial Utility Master Plan

Residential Rate Projection

With Variabie Wholesale Rate Passthrough

201213 2013114 2014115 2015/16 201617 2017118 201819 2019/20 2020!22 2021/22
Total Rate Adjustment 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0%
Bi-monthly
Customer Class Use {hch
Residential {5/8" Meter)
Low 15 $69.26 $70.64 $72.03 $73.44 $74.86 $76.29 377.89 $79.50 $81.13 $82.77
Average 26 113.13 115.36 117.66 419,98 122,31 124,85 127.27 128.90 132.85 135.21
Med-High 40 186.21 189.84 193.68 197 54 201.41 205.2% 209.59 213.90 218.23 222.57
High 60 290.61 . 296.24 302.28 308.24 314.41 32049 32719 333.90 340,63 347.37
Comm/ind/inst {1" Meter} -
Customer A 50 336.46 342,97 350.00 357.05 364.12 321 378.82 386.46 394.12 401.80
Customer B 100 522.46 634,47 6§47.50 6B0.55 673.62 686.71 100.82 714.96 72812 743.30
Customer C 200 1,194 .46 1,217.47 1,242.50 1,287.55 1,202.82 1,317.7% 1,344.82 1,371.96 1,390.12. 1,428.30 .
BARTLE WELLS ASSOCIATES .
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Table 3-14B
City of Mitpitas - Financial Utiiity Master Pian
Residential Order-of-Magnitude Rate Projection

With Stable Wholesale Rate Passthrough Beginning 2005/06

2002/03 2003/04 2004105 2005106 2008/07 2007/08 2008/09 2009410 2010111 201112
Rate Adjustment” 13.2% 11.9% 9.0% 9.0% 9.0% 3.0% 9.0% 9.0% 2.0%
Bi-monthly
Customer Class Use (hefy
Residential {5/8" Meter)
Low 15 $28.20 $31.85 $35.69 $38.96 $42.81 $46.386 $50.51 554,99 $59.95 $65.42
Average 28 46.14 52,12 58.40 83.71 69.53 15.82 82.64 89.96 98.10 107.63
Med-High 40 76.10 86.00 96.34 105.01 t14.81 124,06 136.26 148.34 161.80 176,47
High 60 118.90 134.40 © 1580.54 164.01 179.01 195.16 212.86 231.74 252.80 275.67
Commilndiinst {1" Meter)
Customer A 50 137.08 155.31 173.58 1898.43 206.49 225.28 24532 2B7.63 291.74 318.18
Customer B 100 . 253,59 287.31 32108 350.43 381.89 416.78 453.82 495.13 539.74 588.68
Customer. C 200 486.59  818.08 .672.43 .732.88 79978 870.82 950.13 1,035.74 1,4129.68

561,31

*Based on across-the-board rate increases; projected bi-monthly meter charge and quantity charges rounded to nearest $0.01.
Actual rate adjustmenis may vary based on customer class and consumption.

BARTLE WELLS ASSOCIATES -
FJobs\Mitpitas-314C\Mipitas Phase 2 Tables NYWir Rate Proj (8),3/17/2003
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Table 3-14B continued

City of Milpitas - Financial Utility Master Plan

Residential Rafe Projection

With Stable Wholesale Rate Passthrough

o 201213 2013114 2014/15 2015/16 2016817 2017118 201819 2019/20 20204219 2021122
Total Rate Adjustment 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0%
Bi-monthiy
Customer Class Use {hef)
Residential (5/8" Meter)
Low 15 $66.77 $68.13 $69.50 $70.88 ) 372.28 $73.69 $75.11 $76.55 $78.16 $79.76
Average 26 409,23 111,44 113.66 115.95 118.26 120.58 122,91 . 125.26 127.88 130.51
Med-High 40 180.07 183.68 187.30 161.13 194,98 198.84 202.71 206.60 21080 215.21
High 60 281.27 286.88 292.50 298.53 304.58 310.64 316,71 322.80 329.50 - 336.21
Commiindilnst (1* Meter). - o = : - Lo _ .
Customer A 50 32463 331.10 337.59 34410 35113 358.18 365.25 372.35 379.97 387.61
Customer B 100 80063 B12.60 62459 .  636.60 64963 . 66268 67575 688.85 702.97 71711
Customer C 200, 1,162.63 1,175.60 119850 . 1,22180, 124663 . 127168 1,29675  1,321.85 1,348.97 1,376.11

BARTLE WELLS ASS0CIATES

FJobs\Milpitas-3140WMilpitas Phase 2 ‘I‘"ab!es' NWIr Rate Prof {8),3/17/2003
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Table 3-15A

City of Milpitas - Financial Utility Master Plan

Components of Average Single Family Residenttai Bil Increases
With Variable Wholesale Rate Passthrough

2011112

2002/03 2003/04 2004/05 2005/06 2006/07 2007/08 2608/09 2009/1¢ 201011

Rate Adjustment* 5 €
City increase 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% ' 5.0% 5.0% 5.0%
Wholesale increase 8.2% 6.9% 3.2% 1.7% 2.8% 8.5% 8.9% 4.6% 4.5%
Total increase 13.2% 11.8% 8.2% 6.7% 7.8% 13.8% 11.9% 9.6% 9.5%

e Bi-monthly
CustomerClass ~ Usefhch -
Re.sfdé'h:ti‘él"'(sﬂf “Meter) BTN I = 7 |
Average Bill 26 $46.14 $52.12 $58.40 $63.26 $67.44 $72.75 $82.59 $92.44 $101.38 $110.91

Csty :ncrease (esttmated) 2.27 2.64 2986 312 3.40 3.64 4.14 4.68 5.02
Wholesale increase (esfimated) 3.71 3.64 1.80 1.08 1.91 6.20 571 4:28 4.51
Total bs-monthiy increase ) 5.98 6.28 4.86 418 5,31 8.84 9.85 8.94 9.53

i

* Based on across-ihe-bcard rate increases; projected bi-monthly meter charge and quantity charges rounded fo nearest $0.01.
Actual rate adjustments may vary based on customer class and consumption.

BARTLE WELLS ASSOCIATES .
F:unbs\WMilpitas-314C\Milpitas Phase 2 Tables MW Rt Compenents A,3/17/2003



Table 3-158

City of Milpitas - Financial Utility Master Plan

Components of Average Singte Family Residentiat Bil Increases
With Stable Wholesale Rate Passthrough Beginning 2005/06

2002/03 2003/04 2004/05 2005406 2008/07 2007/08 2008/09 2009/10 2010/11 2011/12

Rate Adjustment® )
City increase 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0%
Wholesale increase 8.2% . 6.8% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0%
Total increase 13.2% 11.9% 9.0% 8.0% 9.0% 8.0% 9.0% 89.0% 9.0%

: Bi-monthly. .

Customer Class Usefhef)

Residential (5/8" Weter) = = L : . _

Average Bill 26 $46.14 $52.12 $58.40 $63.71 $69.53  $75.82 $82.64 $89.96 $98.10  $107.03
City increase {estimated) 2.27 2.64 2.95 3.28 3.49 3.79 407 452 4.96
Wholésale increase (estimated) 371 3.64 2.36 259 280 = 303 3.25 3,62 3.97

Total bi-monthly increase - 5.98 6.28 5.31 5.82 6.29 6.82 7.32 8.14 8.93

* Basedon :égfri'ss:{hé—hbard rate increases,; projected b%mor&th[y meter charge and quantity charges rounded to nearest $0.01.
A_ctuai rate adjustments may vary based on customer class and consumption.

BARTLE WELLS ASSQCIATES i i
FJobsiMilpitas-314C\Milpitas Phase 2 Tables NWY Rt Components B,3/17/2003
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Chart 3-A

Water Accounts by Customer Class 2001/02
| (thal Accounts = 15,058)

Multi-family Residential
©1,476(9.8%) -

S .. .-3', Commefciai
7 542 (3.6%)

“ Single Family
. Residential |
12,108 (80.4%) |
AT e ..__.',‘:;-_:Inciustfiai o
346 (2.3%) -

Institutional-
Governmental

741(0.5%)

Irrigation
513 (3.4%)

BARTLE WELLS ASSOCIATES
FJobs\Milpitas-314CMilpitas Phase 2 Tables N\-W Acct Chart, 3/26/2003
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Chart 3-B

Single Family
Residential

37.3%

Consumption by Customer

Water Consumption & Revenues

‘Quantity Charge Revenues by

‘Customer Class 2001/02
- (Total = $8,733,961)

Multi-family
Residential

Commercial

20.1%

25.3%
Industrial
S Industrial
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Chart 3-C
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Chart 3-D

Wholesale' Water Purchases by Month (hcf)
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Chart 3-E

~ Wholesale Water Rate Projections
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CHART 3-F | .
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CHART 3-G
Projected Annual Water Rate Increases
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CHART 3-H
Components of Annual Cost Increases 2002/03 - 2011/12
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CHART 3-1
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CHART 3-J

Average ‘SFRBi-Monthly Water Charges (26 hcf)

With 5% City Increases + Variable Wholesale Passthrough
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CHART 3-K
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4 RECYCLED WATER FUND

4.1 Recycled Water System, Customers, and Finances

4.1.1 Recycled Water Fund

The City began providing recycled water services in October 1997 as part of the South -
Bay Water Recycling Program. The program was implemented to 1) reduce the amount
of treated effluent discharged by.San Jose/Santa Clara Water Pollution Control Plant into
the South San Francisco Bay and 2) provide reliable, drought-proof non-potable water
supplies to meet regional water needs.

The City keeps a separate accounting of recycled water revenues and expenses and has a
goal of making the recycled water fund a self-supporting enterprise while maintaining
balanced budgets and positive fund balances_. :

4.1.2 Recycled WatérCustomérs. ,‘_

The City provides recycled water service to about 126 irrigation customers. Recycled
water is used for landscape 1mgat10n at commerc1a1 and industrial sites, and at selected
residential complexes. An expansmn to serve parks and schools is currently under
construction. City policy requires new commercial and industrial customers located near
existing recycled water ma_in_s'to use recycled water for landscape irrigation.

4.1.3 Recycled Water Use

Table 4-1 shows a history of recycled water purchases by month for the past 4 years.
Recycled water purchases from the SBWRP are governed by contract with the City of
“San Jose. Recycled water use has increased substantially over the past few years. In
2001/02, the City purchased about 322,000 hef of recycled water, about 30% over the
prior year. Because there are abundant excess supplies of recycled water available from
the treatment plant, the City will face no constraints in meeting future non-potable needs.

4.1.4 Recycled Water Finanéés

As of June 30, 2002, the recycled water fund had an unreserved fund balance of about
$614,000. Table 4-2 shows a five-year history of recycled water enterprise revenues and
expenses. In 2001/02, recycled water sales are budgeted to account for $750,000, or 95%
of all revenues. Wholesale purchases are budgeted at $150,000, about 25% of total
expenses. Other operating costs total about $118,000, or 20% of total costs.

Lost Revenue Transfer — Each year the recycled water fund reimburses the water fund
for "lost revenues" resulting from estimated potable water purchases that were replaced
by recycled water purchases when potable water customers were switched to recycled

service. This transfer is budgeted at $300,000 in 2002/03, about half of total recycled
water expenses.

City of Milpitas - Financial Utility Master Plan - 4-1
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. Sewer Fund Loan Repayment - In "1999/06 therec'ycl'e'd water fund received a:‘.$90,00(')'j
loan from the sewer fund to make up for a negative fund balance. The loan is being
repaid in three annual installments 0f $33,950 with final payment 2002/03.

SBWRP Reimbursement — A portion of recycled water operating expenses are funded
via semi-annual transfers from the City of San Jose. Each year, the City submits an
annual workplan to the City of San J 0se/SBWRP. The werkplan estimates recycled
water operating and maintenance expenses for the upcoming, year.. ‘San Jose pays for -
these expenses.by. transfenng half of the prolected expenses to the Czty in September and
half in January. If actual expenses come in lower than pro;ected the City keepsthe
overpayment from San Jose and applies it to future year expenditures. ‘

415 Re'cyc!ed Waterr Rates

Table 4-3 shows recycled water rates for 2002/03. The recycled water rate structure is
similar to the City's potable rate structure. Customers pay a fixed bi-monthly meter
charge based on meter size, plus a quantity charge based on metered water use.

The ﬁxed meter charge is equal to the meter charge for potable water customers.
Agncultural accounts and customers formerly served by wells pay a ﬂat bl—monthly
meter charge of $6{) regardless of meter size. .

Recycled water qu‘énti'ty charges are set at 80% of potable water charges for irrigation
water, and at 50% of potable rates for most other uses. Recycled agricultural service is
billed at $0.08 per hef. Recycled water rates are lower than potable rates for a number of
reasons including: 1) wholesale recycled water rates are less than half wholesale potable
rates, 2) recycled water infrastructure is owned and financed by the South Bay Water
Recycling Project, 3) the City receives a reimbursement for some of ifs recycled water
maintenance expenses, and 4) the City wishes to encourage recycled water use.

4.1.6 Wholesale Recycled Wafer Rates

Wholesale recycled water rates from the WPCP vary based on the end-users previous
potable water source. The wholesale cost of recycled water to agricultural customers is
$0.08 per hef, and the rate for customers who previously used wells is $0.44 per hef. The
wholesale rates have remained constant since initiation of the recycled water program in
1997. However, the wholesale recycled rate is expected to increase to $0.55 per hef in
2003/04. The City is billed quarterly for its recycled water purchases.

4.1.7 Recycled Water Capltaf Improvement Fundmg

The City antlmpates that recycled water cap;tai projects will be funded by the City of San
Jose/SBWRP, which owns the recycled water distribution system. These costs are

indirectly recovered via the City's sewer rates which are used to finance the City's share
of SBWRP operating and capital costs,

City of Milpitas - Financial Utility Master Plan 4-2



4.2 Financial Projections

4.2.1 Assumptions

Long-term cash flow projections were developed to evaluate the recycled water
enterprise's financial position over the next 20 years. The cash flow projections are based
on a number of assumptions. For financial planning purposes, the assumptions are
slightly conservative based on the best information currently available. Some of the basic
assumptions include:

e Growth: Recycled water use is projected to increase ‘at the annual rate of 10% for
the next four years. No additional future growth is projected.

¢ Recycled water rates: The financial projections assume that recycled water rates
will increase at the same rate as potable water rates.

e South Bay Water Recycling Program (SBWRP) reimbursements: The SBWRP is
projected to reimburse the City for 90% of annual operating costs for personnel and
services and supplies.

e Lost revenue transfers to Water Fund: The recycled water fund reimburses the
water fund for potable water revenues lost due to customer conversions to recycled.
These transfers were budgeted at $300,000in 2002/03 and are projected to increase
based on growth in recycled water use and increases in potable and recycled rates.

e Transfers to the General Fund for operating costs: The recycled water enterprise
is budgeted to transfer about $11,000 to the General Fund for City operating expenses
in 2002/03. These transfers are projected to increase to $50,000 in 2003/04.

A more comprehensive list of assumptions is listed on Table 4-4.

4.2.2 Projected Recycled Water Use & Cost

Table 4-5 shows recycled water use and wholesale cost projections. Recycled water
usage is projected to increase at the annual rate of 10% for the next four years to a total of
555,000 hef per year, in line with Urban Water Management Plan projections. The City
estimates that 90% of this increase will be generated from current water customers

converting from potable to recycled water use. No additional future growth in recycled
water use 1s projected at this time.

Wholesale recycled water rates are expected to increase from $0.44 to $0.55 in 2003/04.
This represents a 25% wholesale rate increase. Future wholesale recycled rates increases
are tied to SCVWD wholesale untreated water rate projections through 2007/08 and then
increase at the annual rate of 5% thereafter.

4.2.3 Cash Flow Projections

Table 4-6 shows recycled water cash flow projections. The projections assume that
recycled water rates will increase at the same rate as potable water rates with a variable

wholesale rate pass-through. The projections indicate that the recycled water fund should
generate approximately $200,000 to $400,000 per year.

- City of Milpitas - Financial Utility Master Plan : 4-3
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4.2.4 Rate Adjustments

Recycled water rates are tied fo potable water rates. The fixed b1 -monthly meter charges
for recycled water customers are set at the same rates for potable customers.  Recycled
~ water quantity charges are set-at.80% of potable water charges for irrigation water, and at
50% of potablerates for most other uses. To maintain the.same relation between ...
recycled and potable charges, recycled water rates should be ad_]usted by the same .
percentages as potable rates. : RS " .

4.2.5 Fund Balance Pro;ect;ons

Based on the cash flow projections, recycied water reserves will inctease by -
approx1mately $200,000 to $400,000 per year. This will result in.a gradual buﬂdup of
fund reserves in future years. These reserves can be used to fund customer conversions
to recycled water, unanticipated operating expenses, or capital projects.

City of Milpitas - Financial Utility Master Plan 4-4
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Table 4-1

City of Milpitas - Financial Utility Master Plan

Historical Recycled Water PurChases_by Month (hcf)

Month 1998/99

1990/00

2000/01

- 2001/02

Jut 14,378 46,736 40,464 66,061
 Aug 10,088 10,277 17,643 12,369
Sep 41,295 49,263 53,087 92,850
Oct 1,549 9,413 12,549 13,574
Nov 32,481 35,435 38,364 54,042
Dec 1,860 2,830 6,621 2,985
Jan 10,482 15,052 20,276 18,209
Feb 752 2,938 4,950 1,621
Mar 3,800 6,605 15,020 10,425
Apr 683 4,885 2,551 7,073
May 12,562 21,886 26,976 - 30,450
Jun 7,046 9,451 - 9,212 11,928
Total : 137,056 214,771 247,713 321,877
Increase . 56.7% 15.3% 29.9%

Source: City of Milpitas.

" BARTLE WELLS ASSOCIATES
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Table 4-2
City of Milpitas - Financial Utility Master Plan
Recycled Water Revenue & Expense History

Actual Actual Actual Actual Estimated

1997798 1998/99 1999/00 2000/01 2001402
REVENUES :
Recycled water service charges 3,823 200,837 338,937 . 441,524 660,000
Interest earnings 3,225 36 o 18B09 . . 3TAT0 S S27.000
Water service agreements 1,529 393 10,670 - ©. 8,000 - . o 0
Reimhbursements 129,400 80,700 16,392 {14,427) - 80,285
Total revenues 137,777 281,966 384,608 470,267 767,285
EXPENSES
Personnel services 61,163 37,606 16,130 28,234 87,537
Services & supplies 3,944 27,866 8186 - - 559 .~ 18,058
Recycled water purchases 1,498 42,668 - 70,839 . 91,635 . 124,200
Capital outlay 24,987 0 24 0 10,000 -
Transfer to General Fund 0 13,852 9,183 9,470 9,826 ..
Transfer to Water Fund 0 81,000 107,420 196,911 268,975
Transfer to Sewer Fund 0 0 0 33,950 33,950 -
Appn Transfer {o Water M&O g 1] 48,470 -0 ‘ R
Total expenses 91,592 203,092 260,252 . - 365796 . . 532,546 -
Revenues less expenses 46,185 ?8,874 124,356 A 104,471 - : 234,739

Source: City of Milpitas 2002/03 Budget & Financial Plan and Financial System Reports by Fund.

BARTLE WELLS ASSOCIATES )
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Table 4-3 ‘ _
City of Milpitas - Financial Utility Master Plan

Recycled Water Rates
2002/03
Rate Adjustment - ' : : 7.5%
Bimonthly Meter Charges
Me;er Size ‘
3/4" S - 14.47
1" - 20.59
1-1/2" 25.94
2" . " 33.83
L3 T T 190,59
g : ' S 17819
e . S 33228
lrrigation (Ag Sve & Formerly Served by We!ls) o T T §$60.00
Quantlty Charges {per- hcf} - ‘ .
Recycled Industrial Process S - o $1.17
Recycled Sanitary Use Inside Dual Plumbing 1A
Recycled (Formerly Served by Wells) s h G e - -0.44
Recyeled (Agricultural Service) ~ + ~. - - . SO 0,08
* Recycled (All Other) T 213
City of M:ipxtas Recycled Accounts O «

BARTLE WELLS ASSOCIATES
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Table 4-4
City of Milpitas - Financial Utility Master Plan
Recycled Water Revenue & Expense Assumptions

RECYCLED WATER PURCHASES
1 “ 'Growth in customer base and recycled water usage projected at 10% annually for the next
4 years, then at 0% thereafter ‘
2 Wholesale recycled water rate projected at $0.38 per hcf in 2002/03 :and-$0.55 per hcf in
2003/04. Future rates increases are tied to SCVWD wholesale untreated water rate -
. projections through 2007/08 and then increase at the annual rate of 5% thereafter. - -
3 Average charge per unit of recycled water estimated at $1.87 in 2002/03 and increases
" based on annual rate adjustments :

REVENUES

1 -Recycled water rate adjustmenits are tied to potab!e water rate adjustments.

2 Recycled service charge revenues assume an average charge of $1.87 per hef in 2002/03

and increase due to a) increase in recycled water use, and b} increase in recycled water
“rates

3 Service charge revenues assume rate increases do not apply to first 30% of annuai
revenues due {o a three-month lag from beg;nnmg of ﬁscal year until a rate increase
impacts revenues
Interest earnings projected at 3.5% of average annual fund batance
Reimbursements from South Bay Water Recycling Program calculated at 90% of annual
Personnel Services and Services & Supply expenses

[S. 00

EXPENSES
1 Expense projections based on 2002103 budget ' ‘ SRR
2 Personne! Services expenses increase at the annual rate of 6.5% in 2003/04 9% in
2004/05, 5% in 2005/06 and 2006/07, and 4% thereafier
3 Services & supplies projected to escalate at the annual rate of 3. 0% . ‘
4 Recycled water purchases based on Recycled Water Cost Projection table
5 Capital outlay projected to increase from $10,000 in 2002/03 by $5,000 per year through
2005/06 and escalate at the annual rate of 3% thereafter
6 Transfers to the General Fund are projected at $50,000 in 2003/04 and then increase at
the same rate as Personnel Services expenses.
Transfers to Water Fund projected to increase based on growth and rate adjustments
The $33,950 transfer to Sewer Fund in 2002/03 represents the final loan payment

o~

BARTLE WELLS ASSOCIATES
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Table 4-5
City of Miipitas - Financial Utitity Master Pian
Recycied Water Cost Projections

2067/08

2003/04 2004/05 2005/06 2006/67 2008/09 2009110 201011 201112
Recycled Water Purchases
Amount purchased (hcf) 414,500 458,000 531,500 552,500 555,000 555,000 555,000 555,000 555,000
Annual ingrease (hcf) 37,500 41,500 45,500 51,000 2,500 0 0 o 0
Annuatl increase % 10% 10% 10% 10% 0% 0% 0% 0% 0%
Wholesale Costs
st wholesale rate ($/hcf) $0.55 $0.65 %0.68 $0.73 $0.76 $0.80 $0.84 $0.88 $0.92
Annual increase % 41% 18% 4% 8% 4% 5% T 5% 5% 5%
Total cost {rouﬁded) $228,600 $296,000 $341,000 $403,000 $422,000 $444,000 $466,000 $488,000 $511,000

BARTLE WELLS ASSOCIATES

F:\Jobs\Mipitas-314CWMilpitas Phase 2 Yab!es- NiRecye Use & Cost {A),3/17/2003



Table 4-5 continued
City of Milpitas - Financial Utility Master Pian
Recycled Water Cost Projections

2012113 2013/14 2014/15 201516 201617 201718 2018/19 2019/20 2020/21 2021722

Recycled Water Purchases

Amcunt purchased (hef) 555,000 555,000 555,000 555,000 555,000 555,000 555,000 555,000 §55,000 555,000
Annual increase {hcf} ¢] 0 0 0 0 0 0 a 4 4]

Annual increase % 0% 0% 0% 0% 0% - 0% 0% 0% 0% 0%

Wholesale Costs

Est. wholesale rate (§/hcf) $0.97 $1.02 $1.07 $1.12 $1.18 $1.24 $1.30 $1.37 $1.44 $1.51

Annual increase % 5% 5% 5% 5% 5% 5% 5% 5% 5% 5%

Totat cost {rounded) $538,000 $566,000 $594,000 $622,000 $655,000 $688,000 $722,060 $760,000 $799,000 $838,000
BARTLE WELLS ASSOCIATES
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Table 4-6

City of Milpitas - Financial Utility Master Plan

Recycled Water Gash Flow Projection

l.inked to Variable Wholesale Water Rate Passthrough

Estimated- o : RO : Projected

2002/03 2003/04 2004/05 2005/06 2006/07 2007/08 2008/09 2008/10 201011 2011112
Beginning fund balance $614,000 750,000 944006 1,139,000 1,361,000 1,608,000 1,863,000 2,143,000 2,444,000 2,758,000
Projected growth 1 Q% 1 0% 10% 10% 0% 0% 0% 0% O%
Rate adjustment (inked to wir rates) 13.2% 11.9% 8.2% 6.7% 7.8% 13.5% 7‘1 1.9% 9.68% 9.5%
REVENUES - - )
Recycled water service charges 705,000 840,000 994,000 1,150,000 1,321,000 1,309,000 1,531,000 1,659,000 1,770,000 1,888,000
interest earings 18,017 26,000 33,000 40,000 48,000 56,000 65,000 75,000 86,000 97,000
Reimbursements from SBWRP 14,000 93,000 102,00 107,000 113,000 118,000 123.000 129,000 134,000 440,000
Other ' .0 o] T g _' 0 Rt 4] 4] 0 g
Total ' 737,917 959,000 1,?29,00& 1,297,000 1.482,0"0’0 1,573,000 1,718,000 1,863,000 1,990,000 2,125,000
EXPENSES
Personnel services 88,790 95,000 104,000 109,000 114,000 118,000 124,000 129,000 134,000 139,000
Services & supplies 7280 - 8,000 9,000 10,000 11,000 12,600 13,000 14,000 15,000 16,000
Recycled water purchases 150,000 228,000 296,000 341,000 403,000 422 600 444 000 466,000 488,000 511,000
Capital outlay o 10,000 15,000 20,000 25,000 . 26,000 27,000 28,000 29,000 30,000 31,000
Transfer to General Fund 11,433 50,000 55,000 58,000 61,000 63,000 66,000 69,000 © 72,000 75,000
Transfer to Water Fund 300,000 369,000 450,000 532,000 622,000 673,000 764,000 855,000 937,000 1,028,000
Transfer to Sewer Fund : 33,950 0 0 . ¢ 0 0 0 o 0 Y
Transfer to CiP 0 0 0 0 0 0 0 0 0 0
Other 0 0 0 0 0 o 0 ] 0 0
Total expenses 601,453 765,(}{]_(} 934,000 1,075,000 1,237,000 1,316,000 1,439,000 1,562,000 1,678,000 1,798,000
Revenues less expenses 136,464 184,000 185,000 222,000 245,000 257,000 280,000 301,000 314,000 327,000
Ending fund balance 750,464 . . 944,000 1,135,000 1,364,000 . 1,606,000 1,863,000 2,143,000 2,444,000 2,758,000 3,085000

Min fund reserve target {25% O&M) 150,000 180,000 230,000 270,000 310,900 ' 33{),00(} 360,000 390,000 420,000 450,000

BARTLE WELLS ASSOCIATES .
F\JobsWilpitas-314C\Milpitas Phase 2 Tables N\Recye Cash Flow {Final A},3/17/2003
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Table 4-6 continued

City of Milpitas - Financial Utility Master Plan

Recyclad Water Cash Flow Projection

Linked to Variable Wholesale Water Rate Passthrough
- Projected- g S . )
2012113 201314 2014/15 2015116 2016/17 2017718 201818 2019/20 2020121 2021/22

Beginning fund balance 3,085000 3396000 3,691,000 3969000 4,231,000 4470000 4683000 4,870,000 5025000 5,147,000
Projected growth 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%
Rate adjustment (inked to wtr rates) 2.0% 2.0% 20%  20% 2.0% 2.0% 2.0% 20% - 2.0% 2.0%
REVENUES _ :
Recycled water service charges 1,914,000 1,941,000 1968000 1996000 2024000 2,052,000 2,081,000 2,110,000 2,140,000 2,170,000
Irterest earnings 108,000 119,006 128,000 139,000 148,000 156,000 164,000 170,000, 476,000  180,000°
Reimbursements from SBWRP 146000 152,000 158000 165000 472000 179,000 186,000 194,000 - 202000 210,000
Other ' 9 -0 0 0 g .0 S e g
Total _ 2168000 2,212,000 2,265000 2,300,000 2,344,000 2,387,000 2,431,000 2474000 2,518,000 2,560,000
EXPENSES ' ' C o
Personnel services 146,000 151,000 157,000 163,000 170,000 177,000  1B4000 191,000 199000 207,000
Services & suppiies 47,000 18,000 | 19,600 20,000 21,000 22,000 23,000 24,000 25,000. 26,000
Recycled water purchases : 538,000 566,000 594,000 622,000 655,000 688,000 722,000 760,000 792,000 838,000
Capital outiay 32,000 33.000 34,000 35,000 36,000 37,000 38000 39,0000 40000 41000
Transfer to General Fund 78,000 81,000 84,000 87,000 90,000 94,000 98,000 102,000  106,000° 110,000
Transfer to Water Fund _ 1,047,000 1,068000 1,089,000 1,111,000 1,133,000 1,186,000 1,176,000 1,203,000 1,227,000 1,252,000
Transfer to Sewer Fund 0 0 0 0 0 0 o ' 0 : o "0
 Transfer to CIP _ 0 0 0 0 0 0 0 0 o 0
Other , 0 0 90 0 0 0 0 0 0 0
Total expenses 1,857,000 1,917,000 1,977,000 2038000 2,106,000 2,174000 2244000 2,319,000 2,396,000 2,474,000
Revenues less expenses 311,000 295,000 278__,{)(}0 262,000 239,000 213,000 1 87,000 155,000 122.00C 86,000 '
Ending fund balance 3396000 3,691,000 3,969,000 4,231,000 4,470,000 4,683,000 4,870,000 5025000 5147,000 6,233,000

Min fund reserve target (25% O&M) 460,000 480,000 490,000 510,000 530000 540000 560,000 580,000 600000 620,000

BARTLE WELLS ASSOCIATES
F\Jobs\Mitpitas-314C\Milpitas Phase 2 Tabies N\Recyc Cash Flow (Finaf A), 3/17/2003
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5 SEWER ENTERPRISE

5.1 Sewer System, Customers, and Use

5.1.1 Overview

The sewer utility is a self-supporting enterprise; revenues derived from sewer rates and
other sources, including reserves, must be sufficient to cover all operating and capital
expenditures each year. The City's sewer enterprise serves about 14,250 accounts which

-discharge about 9.7 million gallons per day (mgd) of wastewater on average. The City
operates a local wastewater collection system and sends all flows to the San Jose/Santa
Clara Water Pollution Control Plant (WPCP) for treatment and disposal.

5.1.2 Wastewater Collection System

The City operates and maintains a wastewater collection system consisting of 167 miles
of sewer mains (pipelines), 2 sewer pump stations, about 1,375 flushing inlets, and about
2,510 sewer manholes. Wastewater discharge is transported, mostly by gravity feed, toa

pump station in the northwest area of the Clty where it then pumped to the regmnal
treatment plant ‘

5.1.3 San Jose/Santa Clara Water Pollution Control Plant

The San Jose/Santa Clara Water Pollution Control Plant is a regional wastewater .
treatment plant serving 8 tributary sewage collection agencies, including municipalities
and sanitary sewer districts. The treatment plant is jointly owned by the cities of San
Jose and Santa Clara and is administered and operated by the City of San Jose's
Environmental Services Department. The plant is oiie of the largest advanced wastewater
treatment facilities in California and serves over 1,500,000 people in a 300 square mile
service area located around the southern part of the San Francisco Bay. The WPCP has
the capacity to treat 167 million gallons of wastewater per day to a tertiary level and can
handle peak wet weather flows of up to 271 mgd.

Most of the treated effluent is discharged as fresh water into the South San Francisco
Bay. This effluent has a lower salinity content than the brackish water of the South Bay
and can adversely affect the ecological balance of the South Bay's fragile habitat and the
survival of certain endangered species. Because of this ecological risk, the Regional
Water Quality Control Board set a target limit on the amount of effluent that the WPCP
can discharge into the Bay. That target limit is currently set at 120 mgd of average dry
- weather effluent. The average dry weather flow in 2000/01 was about 116 mgd.

The South Bay Water Recycling Project and the South Bay Action Plan were
implemented in recent years to help the WPCP meet its effluent targets over the long-
term. The SBWRP was established as a means of diverting effluent for non-potable uses
such as landscaping, agricultural irrigation, and some industrial uses. About 10% of the

treatment plant's effluent is currently recycled through the SBWRP. The City of Milpitas
is the recipient of some of this recycled water.

City of Milpitas - Financial Utility Master Plan 5-1
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The South Bay Action Plan includes a number of projects to help reduce WPCP effluent.
" The projects include: 1) expansion of the recycled water system, 2) industrial water

recycling and reuse, 3) mﬂowhnﬁltratlon reducuon and 4) envuonmental enhancement
pilot projects. S :

The WPCP's operating and capital budgets are developed by staff from San Jose's
Environmental Services Department The budgets are reviewed by a Treatment Plant
Advzsory Committee conszstmg of members of most of the tnbutary agenc1es pnor to
adopuon : : :

5.1.4 Wastewater T reatment Capamty

The City has contractual mghts for 12.5 mgd of average dry weather flow (ADWF)
capacity in the regional treatment plant. This flow is generally defined as the average
flow generated during the maximum 5-day period meastred during dry weather (suimi}ér
months) at the treatment plant.. This 5-day period is known as "peak week." In 2001/02,
the C1ty discharged 8.9 mgd dumng peak week, well below the City s capaczty hrmt

'Ihe Czty antmpates that wastewater fiows wﬂl mcrease over the next. 20 yeaxs due to
growth. Substantial growth is projected due to the Midtown Milpitas Spec1ﬁc Plan, .
which is projected to increase the City's population by 6,400 people over the next 20
years. Wastewater flow projections indicate that the City may need additional treatment
capacity within the next 10 to 20 years due'to growth. Even with slow growth, the C1ty

may exceed 1ts 12.5 mgd capae1ty due to annual variation in sewer ﬂows as shown on -
Chart S-A . o : :

The Czty wﬁl eventualiy need to obtam addmonal capamty in the regmnal treatment
plant ‘The capacny can be obtamed by anumber of methods 1nelud1ng

e _.aPurehase add1t10na1 capacxty inthe treatment plant usmg cash or debit. Ideally, these
. costs can be funded by new deveiopment via connectmn fees

e Purchase rights to use excess capacity held by other tnbutary agencms

e  Adopt mutual agreements with other tributary agencies use of excess capacity when
needed

e Pursue othe'r regional solutions

Industrial pretreatment is required for customers whose wastewater contains metals and
other wastewater constituents at levels that exceed the treatment plant’s capac;ty to
remove those constituents from the wastewater stream.

5.1.5 Customers '_

Table 5-1 shows the number of sewer customers by class. In 2002, the City provided
sewer service to about 14,240 accounts. Residential customers comprise 93% of total
accounts with single family residences alone accounting for about 85% of all customers.
All residential dwelling units, including multi-family and mobile home customers, are

City of Milpitas - Financial Utility Master Plan 5-2
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billed a fixed amount per dwelling unit. Non-residential customers are billed based upon
water meter readings. Chart 5-B shows a graphic breakdown of customers by class.

5.1.6 Wastewater Strength by Customer Class

Table 5-2 lists wastewater strength estimates for each of the City's customer classes. In
order to meet legal permit requirements, the regional treatment plant must remove the '
three types of wastewater constituents shown — BOD, $S, and NH3 — from the dlscharge
stream. The three strength measurements correspond with those used by the WPCP to
allocate costs to the tnbutary agenmes The wastewater strength measures include:

BOD ~ Bmlog:cal/Bmchemzcal Oxygen Demand This is a commonly 1 used measure of
the amount of organic oxygen—demandmg material in a customer's wastewater effluent.
The wastewater tredtment process uses microorganisms to convert this organic matter to
carbon dioxide and water.

88 - Suspeuded Sohds. Thisisa measurement of the density of undissolved particles
suspended in each customer's wastewater discharge. The treatment plant must remove
these particles to meet its permit requirements.

NH3 — Ammonia: Ammonia must be removed from the effluent stream because it

adversely affects-water'quality, mciudmg pH and nutrient balances Ammoma aiso
causes undesn'able odors . . :

‘Wastewater strength estimates for each large mdustnal customer are based on actual
-sampling data. The City's BOD, §8, and NH3 strength estimates for residential,
commercial; and institutional customers are based on standards established by the. State
Water Resources Control Board. All of the tributary agencies to.the regional treatment
plant use the same wastewater strength estimates for residential and commercial

customers. This enables the WPCP to allocate costs equ1tab1y among the tnbutary
agencies,

5.1.7 Sewer Flow

Chart 5-C shows a history of metered wastewater discharges to the WPCP since 1975/76.
Although wastewater flow remains fairly stable throughout the year, there is typically a

slight increase in flows sent to the treatment plant during wet weather months due to
infiltration and inflow.

5.2  Sewer Rates and-FinanCes

5.2.1 Sewer Rates

Table 5-3 shows the current sewer rate schedule. R_ates ha_vé not increased since 1999/00
and have fallen behind the cost of service, Sewer rates vary by customer class based on
wastewater strength estimates for each class. The City's rate structure conforms with
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State Water Resources Control Boatd revenue program guidelines which require each
customer or class to pay sewer rates in proportion to the cost of service received. An .
adjustment to the sewer loadings of one customer class typically affects the rates for all
classes as costs are reallocated.

Rates were most recently adjusted in 2002/03 in'accordance with the SWRCB revenue
program. guidelines, The rates were set such that after the 2002/03 cost allocation, . .
residential rates remained unchanged. This resuited in'a sl1ght rate decrease for most -
commermal and 1ndustr1a1 customers Tie e SIS

Milpitas re-allocates costs to its customers each year based on estlmated wastewater
flows and strengths According to the SWRCB, costs must be reallocated not less than
every two years, bt Milpitas ré-allocates costs on ‘an annual basis in line with the annual
: alloca‘uons of the San Jose/Santa Clara Water Pollution Control Piant

Residential customers pay flat b1-monthly charges for wastewater service. The City has 3
residential customier classes, Single family residences pay a bi-monthly rate of $42.29.
Sewer rates for miilti-family dwelling units.and mobile homes are $30.19 and $18.69.
respectively. Residential rates have not beety adjusted over the past two years..

Non-residential customers pa¥ a fixed bi-monthly charge of $7.14 plus a quantity charge
based on meteréd water use, ‘The qlantity charges vary by customer class. The City has
6 commercial rate classes, 3 institutional classes, and 17 industrial customers. Customers
with higher strength wastewater, such as restaurants, pay higher rates to account for the
increased costsof treating theif sewer discharge. Residential, commercial, and,
institutional rates are based on sewage strength estimates for each class: Large: mdustnal

customers pay individual ratés based on éach customer s esumated dlscharge strength
accordmg to annual samphng dat'cL ' FES :

522 Sewer 'Entérpfisé F‘ti'ﬁd' Reserves

The sewer enterprise maintains four separate funds. Each of these funds is treated as a
separate accounting entity.

- Sewer Fund — This is the main operating fund of the sewer enterprise. The fund is used
to pay for all operating and maintenance costs for wastewater collection and treatment.

The fund is also used to pay for ongoing capital and replacement projects as budgeted
each year.

As of July 1, 2002, the sewer enterprise maintained an unreserved operating fund balance
of about $2.3 million. The balance on July 1, 2003 is projected to decrease to about
$1.97 million, roughly equal to the minimum fund reserve target recommended in this
report. With the rate recommendations developed in this report, the fund balance is
projected to further decrease through July 1, 2004 to about $1.7 million, before rate
adjustments are gradually phased in to adequate levels.
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Sewer CIP Fund - As of June 30, 2002 the capital improvement fund had a balance of
about $5.6 million. Each year, the City sets aside the full cost of capital improvements -
approved that year by transferring money to the CIP fimd. These funds are fully
committed to specific capital improvement projects that were budgeted in past years. The
CIP fund typically carries a significant balance that is reserved for the remaining costs of
projects approved in prior years but still under construction.

Treatment Plant Construction Fund - As of June 30, 2002 the treatment plant
construction fund had a balance of about $4.8 million. These fund reserves are
designated for capital improvement projects. The treatment plant construction fund is
generally used to fund capital improvements at the regional treatment plant or within the
City's collection system. The main source of revenues for this fund is treatment plant
connection fees and sewer connection fees collected from new development. According
to the financial projections, this fund will be used to finance about $3.2 million of
projects over the next three years. This fund may also be used to finance the acquisition
of additional capacity in the wastewater treatment plant.

Sewer Infrastructure Fund — The sewer infrastructure fund was established in 2000/01
to build reserves to offset the future costs of facilities reaching the end of their useful
lives. Fund balances totaled about $5.2 million on July 1, 2002. According to the
financial plan, the infrastructure fund will finance $1.0 mﬂhon of capital pro;ects in each
of the next three years in order to keep the sewer fund from falling far below minimum-
prudent reserve levels. The main source of revenue for this fund is transfers from the
sewer fund. As noted earlier, the sewer fund will not be able to make any transfers to thlS
fund until 2007/08, when rates have been phased in to adequate levels.

5.2.3 History of Revenues & Expenditures

Table 5-4 shows a 5-year history of revenue and expenditures. The Clt}" aims to roughly
balance its budgets each year. Fund reserves generated in surplus years are typically used
to make up any revenue shortfalls in deficit years.

- 5.2.4 Treatment Plant Operating Costs

Each year the WPCP develops an operating budget for the upcoming year, Annual
WPCP operating costs are allocated to each of the tributary agencies according to a
revenue program that accounts for the estimated wastewater flow and strength from each

agency. Operating costs are not dependent upon the amount of each agency's contractual
capacity rights.

Table 5-5 shows the treatment plants 2002/03 operating budgef and allocations to the

tributary agencies. The budget estimates that the Cny will owe $3.98 million for its
6.358% share of total freatment costs.

Together, WPCP operating and capital costs account for roughly half of the City's annual

sewer budget. The City is contractually responsible for paying its assigned share of
treatment plant costs.
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5. 2 5 Treatment Plant Capital Costs

“Table 5-6 shows 5-year: projections of Milpitas! share of antrclpated W?CP caprtal costs

and funding requirements as of February 2003.. Each year the WPCP dcv_elops a S-year
projection of anticipated capital improvement costs: The maj oriry of WPCP-capital costs
are allocated to each of WPCP's tributaries based on each agency's share of capacity

rights in the treatment plant, regardless of actual drscharge Mrlpﬁas currently has nghts
to about 7 5% of WPCP capacrty _

5. 3 Fmancral & Rate PrOJectrons

5 3 1 Assumptions

Leng~term cash flow proj jections were developed to evaiuate the sewer enterpnse s

financial position over the next 20 years and determine annual revenue requlrements and
rate adjustments needed fund operating and capital programs. The cash flow projections
are based on a number of assumptlons For financial plannmg purposes, the assumptlons

are slrghtiy conservative based on. the best mformatron currently avallable Some of the
basic assumptrons mclude '

®

'»Growth Projected at 0% in 2003/04 and at. 1% armually thereafter .

. Rate adjustments Servrce charge revenue prOJectlons assume rate mcreases do not

apply to the first 25% of arinual revenues due to a 3-month 1ag from begmmng of
fiscal year until a rate increase impacts the revenue strearh.

Operating and maintenance expenses: Personnel expenses increase at higher-than-
typical rates to account for PERS retirement contribution incréases over the next few

years. Future personnel costs rise at the annual rate of 4% Most other O&M .
expernises.increase at the annual rate of 3% B :

Treatment plant operating costs: Operating eXperisé projections are based on the
2002/03 treatment plant operating charge of about $4.0 million, which includes about
$100,000 of replacement costs. The treatment plant operating cost budget is typically
conservative; actual costs are often lower than budgeted. The financial projections
are based on the conservative budget data. Future treatment plant operating costs
increase at about 4% per year based on a) cost inflation estimated at 3% per year and
b) growth estimated at 1% per year beginning 2004/05.

Treatment plant capital costs: The San Jose/Santa Clara Water Pollution Control
Plant develops a 5-year capital improvement program each year. According to the
projections, treatment plant capital costs will average about $900,000 arnually over
the next 5 years. Cash flow projections include about $1.0 million per year escalating

by 3% annually as a placeholder for future treatment plant capital costs beginning
2008/09.

Capital project funding: Cash flows provide for full funding of the City's S-year
CIP and projects identified in the Sewer Master Plan. The projections also include
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about $1.0 million per year as a placeholder for future CIP funding beginning
2007/08.

¢ Infrastructure replacement funding: The Schaaf & Wheeler depreciation study
identifies $26.4 million of sewer system replacements over the next 20 years. The -
~ projections assume no funding for replacements over the next 5 years, but fully fund
the $26.4 million of project over a 20-year period.

A more comprehensive list of assumptions is detailed on Table 5-7.

5.3.2 Cash Flow Projections

Table 5-8 shows anticipated sewer fund cash flows for the next 20 years. The -prdj ections
indicate that the sewer fund will operate at a large deficit over the next few years without .
substantial contributions from the Treatment Plant Fund and the Infrastructure Fund.

The projections assume that the City will use the Treatment Plant Fund to pay for
treatment plant capital costs over.the next three years. The projections also include
annual transfers of $1.0 million from the Infrastructure Fund for the next three years to
help offset higher-than—typlcal capital proj ect costs. ‘Without these transfers, the | sewer
fund will need large rate increases to.fund its annual revenue requ1rements over the next
few years. The transfers will enable the City to prudently use its reserves in order to
facilitate a graduai increase in sewer rates :

The projections also include direct transfers from the Treatment Plant Fund to the Sewer
'CIP Fund to finance capital projects designated for growth.

Table 5-9 shows cash flow proj ections fbr the Tr_eatﬁient Plan‘t Cbnstructiqr’i'_F’uﬁd.
Table 5-1 0 shows Sewer Infrastrucmre Fund' cash ﬂow proj.e'ctions.

Chart 5-D shows a 10-year projection of sewer fund expend1tures by rnaJor expense
category

53.3 Rate Adjustments :

The cash flow projections indicate the need for a senes of rate ad;ustments beginning
2003/04. The increases will enable the sewer enterpr1se to fund its operating and capital
programs while gradually building a pmdent level of fund reserves. The followmg table
shows projected rate adjustments assuming stable rate increases for Clty costs pius a
pass-through for treatment plant costs. The pass-through for treatment plant costs is .
phased in over the next six years because rates have fallen behind and are not currently
recovering adequate revenues for treatment plant costs. Beginning2009/10, the pass-
through for treatment plant costs is projected at 1.5% annually.
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Projected Sewer Rate Adjustments

Adjustment ' 2003!04 2004!05 2005/06 2006/07 20{)7/08‘ 2008!09 2009/10 201011 -2011/12

Cy. . .. 55% 55% 58% 55% 55% 55% 55%  55%  55%
Treatment Plant 3.5% 3.5% 3.5%  35% - 3,5% 35% 15% 0 18% 0 15%
Total 0.0%  90%  90% 80%  90% 90% 70% - 70%  7.0%

Chart 5-E shows projected rate adJ ustments for C1ty costs and for the treatment plant
pass-through over the next 10 years.

S 3. 4 Reasons. for Rate Adjustments

Rate increases are needed for a number of 1 reasons, meludmg

-3

Sewer rates have fallen behind the costs of service and do not fund annual expenses.

The zsewef fuhd will be opereting at a deficit and is relying on a $5.2 million spend

_down of fund reserves - from the Treatment Plant Fund and Infrastructure Fund -
~over the next 4 years in order to make ends meet: Prudent use of these fund reserves

will enable the City to phase in necessary rate mcreases over the next few years

Treatment plant operating costs are budgeted at abou‘c $4.0 mﬂhon in 2002/03 This
represents an almost 30% increase over $3.1 million spent in 2001/02 and a 54%
increase over $2.6 million spent in 2000/01.

Treatment piant capital costs are necessary to improve operations and meet regulatory

‘ requirements. According to WPCP February 2003 projections, the City's sewer fund

will be billed about $900,000 per year on average over the iext 5 years, substantially
higher than the $400,000 budgeted in the current year.

The sewer fund's share of capital 1mprovements - necessary to mamtam eapaczty in
the City's wastewater collection system — is projected to average about $1.5 million
annually over the next 5 years, This represents a substantial increase from CIP

funding levels over the past 5 years, which have averaged about $500,000 annually.

The Schaaf & Wheeler Utility Depreciation Study has identified $26.4 million in
infrastructure replacement needs over the next 20 years. Historically, the sewer
enterprise has transferred some money to the infrastructure fund. However, the
transfers will need to increase substantially to meet identified expenses. The
projections indicate that the sewer fund cannot afford to begin transfernng rnoney to
the infrastructure fund until 2009/ 10 '

Operating and maintehance costs are pr03 jected to increase gradually in future years.
In particular, personnel costs — which include costs for utility personnei and City
personnel providing services to the water utility — are projected to increase by almost

30% over the next four years, largely due to increased PERS requirements and
contract salary increases,
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Chart 5-F shows the major components of annual cost increases over the ne_xf 10 years,
which are also summarized on the following table. The breakdown provides a good
indication of the underlying factors driving the rate increases.

Components of Annual Cost Increases, 20602/03 - 2011/12 |

Treatment Plant O&M e e e e 26.1%
Treatment Plant Capital e s s 11.6%
CHY O&M e et n e et e e 21.9%
Capital Projects S UPIUPRURPRPY P- Y o
Infrastructure Replacement ..., e et e e e rrre e ae et teraesaas v s are e ran tes venvan ene 28.0%

Total - | ~100.0%

53.5" Fund Balance Pm]ectmns

Based on the cash ﬂow pI‘Oj ectzons, sewer operatmg fund reserves will decrease over the
next two years untll rates are gr&duaﬂy increased to sufficient Ievels The ongomg rate
increases should enable the sewer fund to gradualiy build fiind reserves back to pmdent
minimum levels over, the followmg years. The' followmg table surmnanzes end-of-year
fund balances and minimum fund reserve targets over the fiéxt 10 years. The table does
not include reserves in the Sewer Infrastructure Fund or Treatment Plant Construction
Fund these reserves whmh are: deszgnated for other. purposes

Sewer Fund Ba!ances-(End~of;Year) &_Min,i_fm'uha‘.'Rgserve:_\Tarée_té (% ._Mil“libnﬁs)_.ﬁw‘._" o

2002/03__2003/04 _2004/06  2005/08 _2006/07 2007/08  2008/08 J008/10 20101 201112
Fund'Balance . . - §20. . §19  $22 ., .$22. . $18 - §22 27 . 529 §35 . §47
Minimum Target. .~ $1.9 . §22. $20 . 523 525 826  $26 | $27  §28  $29

'Th1s mformatmn is also presented graphzcally on Chart 5 G

The SeWer Infrastructuxe Fund and Treatment Plant Construcnon Fund may buﬂd up fund
balances from time-to-time., However, these funds are designated for specific capital
projects needed over the 20-year planning horizon and 'should not be used to ﬁmd
operatzons except m cases of ﬁnancxal emergency ' '

5.3. 6 Sewer Rate Structure Ad]ustments ,‘,‘_; )

No adjustinenits are'recommended to the City's current rate stmcture at ﬂ'ns tlme The
City's current sewer rate structure is based on a history of Council policy decisions; has
worked for many years, and hasa long history of public acceptance.- Additionally, most
of the potential structural modifications would occur on top of the projected rate

- increases which could result in large rate impacts for many City customers. .
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sewer tate structuire mod1ﬁcat1ons Based on evaiuanons of these’ si*ructural
modifications, including their impacts on ratepayers; none of the potential mod1ﬁcat10ns
were ultimately recommended. Rate structure adjustments create impacts that vary by
customer or class. Some of the ratf: structure modzﬁcanons that were conmdered include
the following: S R -

&

. Simplify, commerclal customer classifications — The City currently classifies

* commercial customers according to six classifications based on specific types of . :
* businesses. Another approach is to establish general sewer rate categories for

cornmercial customers. For example, the City could adopt four general rate classes

‘ -fmcludmg low, standard, med-high, and high strength customerclasses.” This: wouid
require reclassification of current customers.

Add a new commercxal customer classification for mixed use customers — The
City does not have a rate for medium-high strength or.mixed use dischargers, such as

- a commercial complex with one restaurant and 10 retail outlets. Under the current
‘ rate structure; all wastewater ﬂows from the complex are billed at ‘the h1gh~strength

rate for restaurants Addmg anew commermal classification could help allocate costs

a little more eqmtably If the Clty opts to purste th1s optmn in'the future, clear S
_ .:cntena wxll nee: " to be, estabhshed for when the new rate class apphes

Revise resndentlal wastewater strength estimates — The Czty 's current remdentzal
strength estimates are set to correspond with those used by the WPCP to allocate -

- costs to the tributary agencies, These strength estimates are at the top of the range o_f

SWRCB standard user strength classifications. Usmg lower residential strength
estimates 10 allocate costs would résult in lower residential rates and higher non-. -

»res1dent1a1 rates

Re~all(}cate 1nﬁltrat10n and mfiow costs — Mﬂpﬂ:as estimates I/l expenses at 5% of
total sewer System expenses and allocates these costs equally to all customiers,
regardless of size or flow, VI costs account for a greater portion of small customers'
bills than large customers' bills. SWRCB guidelines also allow the City to recover /I
based on wastewater flow, The City can also allocate no costs to I/I and 1nd1rectly

- recover any /I costs based on alioca’aon of other costs.

Increase fixed poﬂmn of service charge for non-residential customers -
Commercial and industrial customers currently pay a flat bi-monthly sewer rate of
$7.14 plus a quantity charge based on metered water use. An increase in the
percentage of revenues collected from fixed charges would improve revenue stabxhty
and reduce exposure to revenue loss due to conservation or drought.” An increase in

- costs allocated to fixed charges would also result in a corresponding decrease in costs

allocated to quantity charges. Hence; higher meter charges would be coupled with
slightly-lower quantity charges: From a ratepayer perspective, a disproportionate
increase in the fixed meter charges would result in higher bills for commercial

customers using small amounts of water, and lower bills for customers consuming
large amounts of water.
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8.3.7 Sewer Rate Impacts

Table 5-11 shows order-of-magnitude projections of bi-monthly sewer bills for sample
residential and commercial customers. The table provides a good indication of the rate
impacts of the recommendations developed in this report. The projections assume
across-the-board rate increases. Actual rates for each customer class will likely vary a
little from the projec'tions" ‘This is because sewer ratés will be adjusted each year to
account for both a) rate increases, and b) new cost allocations to each customer class
based on wastewater flow and strength.

Chart 5-H shows a projection of single family and multi-family residential bz—monthly
bills. Chart 5-1 breaks down projected single family residential sewer bills between costs
recovered for treatment plant expenses and costs recovered for City operating and capital
expenses. o o

Tables 5-12 shows projected bills for an average single fam11y resxdencc along w1th a
breakdown of bimonthly increases atiributable to the to the City portion of the rate . ,
increase and to the wholesale rate pass-through. The City portion of the rate 2003/04 rate
adjustment results in a bi-monthly increase of $2.33, or about'$1.16 per month. The -
pass-through for WPCP costs results in abi- monthly mcrease of $1. 48 of about $0 79
per month.
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Table 5-1 = o

City of Milpitas - Fmancxa! Ut:llty Master Pian e
SewerAccounts (2002) R S
Dwelling

‘Accounts 0 - Units
RESIDENTIAL o F \ SRS e
Single Family ‘ --; 12,098 - 12,008
Multiple Family - 1,179 4,253
Mobile Home. o SR - 2 . 570
SubtotahReSidentlaI Accounts o T o 13281 16,921
NON-RESIDENTIAL
Commercial
Hotels, motels, senior. housmg 24
General offices, retail, shoppmg e e 386 -
City of Milpitas accounts™ . B S 32.
- Service stations, fepaif shops, carwashes S S 34
Eating and drinking establishments 154
Personal services (laundry, barber/beauty shops cleaner _ 28
Subtotal - Commercial Accounts 659
Ingustrial ,
Jefferson Smurfit Corporation 1
T. Marzetti Co. 2
Prudential Overall Supply 2
Xicor Inc, 1
_ Loral-Fairchild 4
-US Filter 2
Sipex Corporation 3
Lucky Pure Water 1
Calistoga Mountain Spring Water 1
Milpitas Material 1
tnion Pacific Railroad 1
Headway Tech. 2
Electrical/Electronics 173
Machinery Manufacture 22
Linear Technology 5
Seagate Technology 5
Read-Rite 3
Subtotal - Industrial Accounts 229
Institutional
Schools/colleges 53
Convalescent homes/day care : 16
Elmwood Rehabilitation 3
Subtetal - industrial Accounts 72
Totaj 14,241

BARTLE WELLS ASSOCIATES
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Tabie 5-2 : :
City of Milpitas - Financial Utility Master Plan
Wastewater Strength Loadings by Customer Class

BOD 58 NH3
(ma/h {mg/l) {mg/l)
~ RESIDENTIAL .

Single Family 250 250 35
Multiple Family 250 T 250 - 35
Mobile Home 250 250 35
NON-RESIDENTIAL
Commercial
Hotels, motels, senior housing 310 121 - - 7
General offices, reétail, shapping 130 86 . M
City of Milpitas accounts 130 80 11
Service stations, repair shops, car washes : .80 280 s]
Eating and drinking estabfishments ' 1,250 560 10
Personal services (laundry, barber/beauty shops, cleaners) 150 e o 5
Industrial , e
Jefférson Smurfit Corporation 857.14 ~9967 - 0 157
T. Marzetti Co. ‘ 4173830 0 28408 0.66
Prudentizl Overall Supply 54375 - . "BB.BO 2.60
Xieor Inc, Coen 22800 0 B8 2.14
Lorai-Fairchild B.86 2.29 3.36
US Filter 7.38 15.38 -0.46
Sipex Corporation 18.83, 5483 877
Lugky Pure Water - 130,00 80.00 . 11.00
Calistdga Mountain Spring Water 57.25 17887 . 044
Milpitas Material 130.0c 80.00 ~.11.00
Union Pacific Railroad 442 86 38314 381
Headway Tech. 270.00 4337 170
Electrical/Electranics 30.00 15.00 30,00
Machinery Manufacture 290.00 550.00° - 0.00
Lineér Technology 25.38 1757 - 16144
Seagate Technology 22.50 . 268,00 - . 208
Read-Rite © 88.33 0.33 o 000
institutional . ‘ o S
Schools/colleges ’ 130.00 100.00 30.00
Convalescent homes/day care 230.00 85.00 15.00
Elrnwood Rehabilitation : 220.00 146.17 . 21.13

BARTLE WELLS ASSOCIATES
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Table 5-3
City of Milpitas - Financia! Utility Master Plan
Sewer Rate Schedule

2002/03
RESIDENTIAL
Flat Bimonthly Charge S
Single Family - : . $42.29
Multiple Family _ 30.18
Mobile Home ST 18,68
NON-RESIDENTIAL , Lo
Flat Bimonthly Charge =~ ° AR A U3
Quantity Charge per hef of metered water use
Commercial _ L . :
Hotels, motels, senior housing ' o 1.35
General offices, retail, shopping A2t
City of Milpiias accounts SRR .o R A5
Service stations, repair shops, car washes ; 1.38
Eating and drinking establishments Lol 3.37
Personal services (laundry, barber/beauty shops, cl 1.11
industrial
Jefferson Smurfit Corporation 0.53
T MarzettiCo. ' _ ' 2.486
Prudential Overall Supply . 189
“Xicor ine. _ 072
Lorai-Fairchild | : ‘ 0.70
US Filter ‘ 0.76
Sipex Corporation ‘ _ 0.85
Lucky Pure Water - 0.54-
Calistoga Mountain Spring Water ' 0.60.
Milpitas Material 0.01
Union Pacific Railroad 2.26
Headway Tech. ‘ 1.14
Electrical/Electronics 1.18
Machinery Manufacture ) 2.13
Linear Technology 0.92
Seagate Technology 0.82
Read-Rite _ 0.76
Institutiona! :
Schools/colieges 1.58
Convalescent homes/day care 1.30
Elmwood Rehabilitation . 1.42

BARTI.E WELLS ASSOCIATES
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Table 5-4 ’

City of Milpitas - Financial Utility Master Plan

Sewer Enterprise Revenue & Expense History

- Actual

Actual

Actual Actual Actual
1997/98 1998/99 1899/00 2000/01 2001/02
REVENUES :
Sewer service charges 6,610,583 6,795,163 7,069,988 7,133,968 6,750,000
Property faxes 600,930 643,998... 701,270 744,085 753,900
Interest earnings 831,538 596,978 586,189 1,387,541 877,000
Other transfers in 321,723 9,154 4,905 . 350,983 33,950
Other revenues 171,521 20,512 137.993 16,976 12,321
Total revenues 8,536,295 8,065,805 8,600,345 9,633,553 8,427,171
EXPENSES .
Personnel services 769,043 640,585 679,162 - 871,557 . 770,145
Services & supplies 683,664 372,506 412,487 412,630 2,134,798
Treatment plant, Q&M 3,093,527 2,932,928 2,503,491 2,555,014 3,081,208
Treatment plant, capital 1,049,424 330,977 295,050 0 0
Capital outlay 1,608 - 36 22,763 2,148 200
Operating transfer to Gen Fund 1,381,339 1,336,085 1432785 1,570,397 1,766,620
Subtotal operating 6,978,605 5,613,127 5,345,748 5,212,646 7,752,971
Transfer to Sewer CIP Fund 0 1,815,000 0 453,500 0
Appn transfer to Sewer M&Q 0 O o 1,096,287 0
Other trangfers out 221,000 1,388,755 50,000 - 1,331,048 550,000
Debt service (contractual obligation) 99,903 825451 631,182 289,490 651.705
Subtotal non-operating 320,903 3,829,206° 681,192 3,470,325 1,201,705
Total expenses 7,299,508 9,442,333 6,026,940- - 8,682,971 8,954,676
Total revenues less expenses 1,236,787 (1,376,528) - 2,573,405 © 950,582

Sources: City of Miipitas.

(5627,505)

vﬁ;‘

BARTLE WELLS ASSOCIATES
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Tabile 5-5
City of Milpitas - Financial Utility Master Plan _
Treatment Plant Operating Cost Allocation - 2002/03 Budget’

2001/02 Estimated Percent of - . 2002/03
: . Total Effluent Total Sewage . . Proposed

Agency - . - i  Treated (MGD) S0 Tréated? - Budget®
City of San Jose 25,120 63.1 $42 087,744
City Santa Clara 6,700 14.2 8.909,965
Subtotal . o , 31,820 713 50,997,709
West Vatiey Samtatton Distnc’i 3,829 8T 18,054,167
Cupertifio Sanltat;on District ‘ 1,883 4.7 © 2,961,012
City of Milpitas : 2,752 6.4 3,981,834
Sanitation Districts #2 - 3 556 1.5 911,851
Burbank Sanitation District 121 0.3 194,770
Sunol Sanitation District 59 041 . 80,808
Subtotal .~ ' S 9,200 : 226 114,194,443
Total ; 41,020 100.0 65,192,152

1 Source: San Jose/Santa Clara Water Pollution Control Plant 2002/03 Proposed O&M Budget.
2 Based on each agencies' percentage of total flow, BOD, 88, and NH3
3 Includes $1 7 mlllnon in contmgency funds :

BARTLE WELLS ASSOCIATES
FiJobsWMilpias-314C\WMilpitas Phase 2 Tables MWPCP O&M 3/18/2003



Table 5-6
City of Milpitas - Financial Utility Master Plan

Milpitas' Share of Treatment Plant Capital Improvement Program

5-Year
2003/04 2004/05 2005/08 2006/07 2007/08 Total
Beginning Milpitas WPCP Capi'ial Reserves $1,342,482  $7,004,034 $1,614,026 $21,038 $37,531
Project Funding Sources: . :
Milpitas' Cash Contribution 1,215,818 101,558 874,817 1,019,639 1,128,902 4,340,735
Other Revenua Sources o 940,938 251,926 88,888 41,010 41 568 1,364,330
Bond Proceeds - 5,558,800 0 _ 0 0 0 5,558,800
Total 7,713,556 : 3'53,485-‘- 963,705 1,060,649 1,170,470 11,261,865
Milpitas 'Shére_-iof Project Costs . ; . .
Water Pollution. Control Plant 459,463 4,878,206 - 1,961,430 479,093 376,956 8,155,148
‘South-Bay Action:Flan. 724,108 329,340 29,117 29,117 29117 1,137,796
South Bay Water Recycllng Program 17,580 T P G 9] 0 17,500
Equipment Replacement 414860, . 96,860 - 127,160 96,960 96,960 832,900
New Debt Service 438,987 438,987 438:987 438,987 438 987 2.184.935
Total o 2,052,004 65743493 . 2,556,693 1,044,156 942,020 12,338,369
7,004,034 1614026 - 21,038 37,631 265,981

Ending -Mi!p.‘iféis WPCPCapztal Reserves

Source’ San Jbséfs_'an'ta_ Clara Water Pollution Control Plant (-Tc_i.;als may not add-due "t‘o-.'rozjrnding)'.

BARTLE WELLS ASSOCIATES
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Table 5-7 _
City of Milpitas - Financial Utility Master Plan
Sewer Cash Flow Assumiptions

GROWTH PROJECTIONS
1 Growth in customer base and wastewater flow estimated at 0% in 2003/04 and at 1%
annually thereafter - ‘
2 Growth projections affect a) customer base ‘and service: charge revenues and b) reatment -
plant operahng expenses

REVENUES .

1 Service charge revenues based on 2002/03 estimate of $6.7 million and increase due to a)
growth and b) rate adjustments. '

2 Service charge revenues assume rate | mcreases do not apply to the first 25% of annual

revenues due to a %hree month Eag from beg:nnsng of fiscal year untsE a rate increase lmpacts

revenues

Property tax revenues escalate at the annual fate of 2%

Interest earnings from operating fund projected at 3.5% of beginning fund balance

Interest earnings from CiP Fund projected at $100,000 per year

Other revenues pro;ected at $10,000 per year plus $75 000 annually for the next four years

for repayment of a Joan made fo the water fund. -

Contributions from the Treatment Plant C_onstructton Fund are projacted at about $2.8 millon

over the next three years corresponding with projected treatment plant capital cost

requirements. Future contributions are sized to correspond with projected expenses for

additional treatment capacity, which will be funded via reatment plant connection fees.

8 Contributions from the Infrastructure Fund to. the ‘Sewer Flind to help fund capital projec‘cs are -
projected at $1.0 million annually for three years 2003/04 through 2005:'06

9 Treatment Plant Fee revenues accrue tg the Treatment Plant Construction Fund and afe :
projected at $110,000 per year based on 125 new singte family residential equivalents-at the
current fee

10 Connection Fee revenugs accrue fo the Treatment Plant Construction Fund and are projected
at $219,000 per year based on 125 new stngie famxly residential equwa!ents at the new
recommended fee- . ‘

D bW

B |

EXPENSES :
1 Expense projections based on 2002/03 budget and mid-year expense projection
2 Personnel services expenses and General Fund reimbursements escalate at the annual rate
of 6.5% in 2003/04, 8% in 2004/05, 5% in 2005/06 and 2006/07, and 4% thereafter
3 Services & supplies include nen-deparmental costs other than freatment plant expenses and
increase at the annual rate of 3.0%
4 Cazpital outlay expenditures projected at $10,000 through 2006/07 pius $5,000 for each
subsequent S-year period .
5 Treatment plant O&M costs i |ncrease due to a) cost inflation estimated at 3.0% per year, and
b} growth
6 Treatment plant capital costs based on SJ/SC WPCP 5-Year CIP Projection through 2007/08
and are projected at $1.0 million per year escalating by 4% annually thereafter
7 CIP expenses based on City's CIP projections; fufure CIP costs projected at $1,0 million per
year escalating by 4% annually beginning 2010/11 .
§ Projected costs for additional treatment capacity to be funded by connection fees via -
transfers from the Treatment Plant Fund
9 Final debt service payment due ffom Sewer Fund is made in 2002IO3
10 Set aside for the Infrastructure Replacement Fund is projected at $1.0 mlllion in 2008/10 and
$2.0 million thereafter; sufficient to fund Schaaf & Wheeler projected replacements over the
next 20 years
11 Schaaf & Wheeler Utility Depreciation Study replacements are funded from the Infrastructure
Fund and are projected at $26.4 million over the next 20 years

BARTLE WELLS ASSOCIATES
FiJobs\WMilpitas-314C\Milpitas Phase 2 Tables N\S Assumps,3/26/2003
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Table 5-8
City of Milpitas - Financial Utility Master Plan
Bewer Operating Fund Cash Flow Projection

Eslimateq Projected
2002/03 2003104 2004/05 2005/08 2008/07 2007168 2008/08 2008/10 201011 2011112

Beginning fund balance $2,300,080 1,967,000 1,825,000 2,19¢,000 2,187,008 1,778,000 2,228 00¢ 2,697,000 2,811,000 3,451,000
Projected growth 0% 1% 1% 1% % 1% 1% 1% 1%
Rate adjustment - City cosis " 55% 5.5% 55% ... B5% . .5.5% 5.5% 5.5% 5.5% 5.5%
Rate adjustment - WPCP costs 3.5% 3.5% 3.5% 3.5% 3.5% 3.5% 1.5% 1.5% 1.5%
Total ’ 8.0% 9.0% 9.0% 9.0% 9.0% . 89.0% T.0% 7.0% 7.0%
REVENUES ) .
Sewer service chidrges - 6,700,000 7,156,000 7,865,000 8,655,000 9,520,000 10,470,000 11,520,000 12,495,000 13,495,000 14,575,000
Property-taxes & rélated revs 782,600 800,000 816,000 832,000 849,600 BSE,_DOO _ 883,000 a01,000 919,000 937,000
Inferest earnings Operating Fund 200,00¢ 69,000 67000 77,000 77,008 52,800 78,000 94,000 102,000 121,060
Interest earrings CiP° Fund Sl 00,000 100,000 100,000 180,060 . 100,000 160,060 100,000 160,000 400,800
Other revenues o 85,000 85,600 85.000 85.000 10,600 10,000 10.000 30,000 10,008

Subtotal r_e'venué'sr 7,692,000 B, 204 000 8,933,000 9,749,000 10,631,000 11,508,000 12,594,000 13,600,000 14,626,000 15,743,000
Trimnt Plant Const Fund contribuian 0 1,218,000 102,000 875,000 o 0 “82,000 86,000 88,000 93,000
Infrastructure Fund contribution -0 1,600 _C)UD 1.0606,00C 1,600,600 a It} o a o ] qQ

Subtetal contributions 1] 2,216,000 1,402,000 1,875,000 : .0 . 0 . 82,000 86,000 89,000 93,000
Total revenues 7,692,000 10,420,000 10,035,000 11,624,000 10,631,000 11,508,060 12,673,000 13,686,000 14,715,000 15,836,000
EXPENSES.. o n , :
Parsonnel services 819,173 872,000 950,000 998,000 1,048,000 1,080,000 1,134,000 1,179,000 1,226,000 1,275,600
Services & supplies 822,865 848 000 873,000 899,000 926,000 954.8{.‘5{_] 983,000 1012,000 1,042,000 1,073,000
Operating ransferto Gen Fund 1,688,677 1,809,006 1,872,000 2,071,000 2,175,000 2,262,000 2,352,000 2,446 000 2,544,000 2,645,000
Capital outlay © . 475 10,000 -10,000 10,600 10,000 15,000 . 15,000 15,000 45,000 15,000
Treatmen? piant Q&M 3.984,300 4,104,000 4,268,000 4,438,000 4,617 000 4,802,600 4,994 000 5,184,000 5,402,000 5,516,000
Treaiment plani capital 400,848 1,216,009 102,006 876,000 1,020,000 1,128,000 1,000,000 1,640,800 1,082,000 1,125,000
Other o o S8 0 -9 2 e 0 o L]

Subtotal operating 7,726,338 8,854,000 8,175,000 9,282,000 9,?39659_(3_0 18,252,000 10,478,000 40,886,000 14,314,000 11,752,000
Transfer to Sewer CiF Fund ¢ 1,603,000 1 .595,00.0 2,325,000 1,.254,-(350 805,000 1,845,000 4,508,000 775,000 775,000
Additional treatment capacity 0 o -0 [ R \] 82,000 86,000 88,000 93,000
Debt service 258,880 0 4] il 0 0 a [¢] . 0 0
Transfer to Infrastructure Fund [¢] ¢ 0 a Q a ¢ 1.000.000 2,600,000 2,000,000

_ Subtotal non»upez_‘aﬁng 298.880 1,683,000 1,585,000 2,325,000 1.254,000 805,000 1,721,000 2,586,000 2,864,000 2,868,600
Total éxpenses - 8,025,218 10,462,000 8,770,600 11,617,000 1'%,050,000 11,657,080 12,205,000 13,472,000 14,175,000 14,620,000
Revenles less expenses - {333,218} {42,G00) 265,000 7,000 (419,060 451,000 458,060 214,000 540,000 1,216,000
Ending furd baknee - 4,966,782 1,825,000 2,180,000 2,187,000 1,778,000 2,229,000 2,697,000 2,911,000 3,451,000 4,667,000
Min fund reserve target (25% O&M) 1,930,000 2210000 2,040,600 2,320,600 2450,000 2,560,000 2,620,000 2,720,000 2,830,000 2,940,000

BARTLE WELLS ASSOCIAYES
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Table 5-8 conlinued

City of Milpitas - Financial Ulility Master Plan
Sewer Operating Fund Cash Flew Projection

Projectad

2012 2095714 55745 2045116 56167 2017118 5316118 5578120, 50501 PV
Beginning fund balance 4,667,000 6,004,000 7,273,000 8,468,000 9,574,000 10,572,000 11447000 15,882,000 12,892,000 13,301,000
Projected growth 1% % 1% 1% 1% 1% 1% 1% 1% 1%
Rate adjusiment - Cily costs 0.0% 0.0% 0.0% 0.0% 2.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Rate adjustment - WPCP costs 1.5% 1.5% 1.5% 1,5% 1.5% 1.5% 1.5% " 48% 1.5% 1.5%
Total 1.5% 1.5% 1.5% 1.5% 15% 1.5% 1.5% 1.5% 5% 5%
REVENUES .
Sewer service charges 15,130,000 15505000 15895000  16,295000 16700000 17,120,000  17,545000  17,885000 18435000 16,895,000
Prapedy taxes & related revs 956,000 575,000 995,000 1,015,000 - 1,035,000 1,056,000 1,077,000 1,099,600 1,121,660 1,143,000
interest eamings Operating Fund 163,000 210,000 255,000 296,000 335,060 370,600 401,000 556.000 451,000 466,000
Interest eamings CIP Fund 100,000 100,000 100,000 100,000 100,000 100,000 160,000 100,000 100,000 100,060
Sther revenues 10.000 16,000 10,000 10.000 10.000. 10,000 10,000 10,000 10.000 10,000
Sublotal revenues 16,359.000  16,808.000  17.256.000 17716000  18130:000 18655000 191330000 19,750,000 20,117,000 20,614,000
Trimnt Plant Gonst Fund contribution 26,000 264,000 264,000 275,000 286,000 297,000 7,400,000 a T BRI
Infrastructure Fund contgbution 1} a ] .8 b} 8 | 0 g a
Sublotal contributions 96,000 254,000 264,000 275,000 286,000 297,000 7,460,000 e 0 0
Total revenues 16455000 17054000  17.519,000  7.981,000 18466000 18953000 26533000 18750000 20,417,000 20,614,000
EXPENSES _ _ _ ‘
Personasi services 1,326,000 1,378,000 1,434,000 1,491,000 1,551,000 1,613,000 1,678,060 1,745,000 1,815,000 1,858,000
Senvices & supplies 1,105,000, 1,138,000 1,172,000 1,207,000 1243000 - 1,280,000 1,318,000 1,368,000 1,399,000 1441,000
Operating transfer to Gen Fund 2,752,000 2,862,000 2,976,000 3,085.000 3.219,000 3,348,000 2,482,000 3,521,000 3,766,000 3,917,000
Capital oullay 20,000 20,000 26,600 20,000 20,900 25,000 25,000 25,000 25,000 25,000
Treatment plant G&M 5,843,060 6,077,000 6,320,000 6,573,000 6,536,000 7,108,000 7,393,000 7,669,000 7,997,000 8,317,000
Treaiment plant capital 1,470,000 1,217,000 1,266,000 1,317,000 1,370,000 1,425,000 1,482,000 1,541,000 1,603,000 1,667,000
Other g k! g ) o] ] .. B o8 RO 1} R
Sublotal operating 12216000 12693000 13188000 13703000 14,239,000 14,800,000 15378000 15979000 16805000  17.255000
Teansfer to Sewer CIP Fund 508,000 838,000 872,600 907,000 943,008 961,000 4,020,000, 1,061,000 1,403,000 1,147,000
Additionai treatment capacily 96,000 254,000 254,000, 275,000 285,000, 297000 3,700,000 3,700,000 g o
Debt sesvice 0 1] G Q9 0 2 [+ M) D i
Teanster o Infrastructure Fund 2,000,000 2,000,000 2,000,000 2,000,000 2,000,000 2,000,000 2,000,000 2,800,000 2,000,000 2,000,000
Subtetal non-Gperating 2,962,00¢ 3,092,000 3,136,000 - 3,182,000 3,229,000 3,278,000 6,720,000 6,764,008 3,103,000 3,147,000
Total expenses 15118000 45785000 16324000 15885000 17468000 18078000 . 22098000 22740000 18708000 20,402,000
Revenves less expenses 1,337,000 1,269,000 1,195,000 1,406,000 998,000 875,000 4,435,000 (2,990,000} 409,000 212,000
Ending fund balance 6,004,000 7,273,000 8,468,000 9.574000 10,572,000 11,447,000 15882000 12892000 13,301,000 13,513,000
Min fund reserve target (25% O&M) 3,170,000 3,300,060 3,560,000 3,700,000 3:840,000 3,990,000 4,150,000 4,310,000

3,050,000

3,430,000

BARTLE WELLS ASSOCIATES
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Table 5-9
City of Milpitas - Financial Utility Master Plan .
Treatment Plant Construction Fund Cash Fiow Projection

Estimated ) Projected
2002/03 2003/04 2004/05 2005/06 2006/07 2007/08 2008/09 2009/10 2010111 201112

Beginning fund balance $4,800,00¢ $4,958,000 %3,763,00C. $3,819,000 $2,793,000 $3,076,000 $3,513,000 $3,527.000 $3,537,000 $3,545,000
New single family resid equivalents ¢! 125 125 125 125 125 125 125 125 -
Projected SFR treatment plant fee 880 880 88¢ 880 880 880 880 880 880
Projected SFR connection fee 1,750 1,750 1,750 1,750 1,750 1,750 1,750 4,750 1,750
REVENUES

Treatment plant connection fees 80,000 . a 110,000 . 116,000 110,000 110,000 - 110,000 110,000 110,000 110,000
Connection fees 2,000 0 219,000 219,000 219,000 219,000 219,000 219,000 219,000 219,000
Interest eamnings - 94,000 473,000 132,000 134:000 98,000 108,060 123,000 123,000 124,060 124,000
Total revenues 156,000 173,000 461,000 463,000 427,000 437,000 452,000 452,000 453,000 453,000
EXPENSES _

Transfer for WPCP capital projects G 1,216,000 102,660 875,000 -0 o] -0 0 0 4]
Transfer to.CIP for growth projects 0 t] 153,000 458,000 -0 0 356,000 358,000 386,000 310,000
Transfer fof add'l treatment capdcity 0 0 0 ) 0 0 82,000 86,000 - 89,000 93,000
Transfer to sewer CIP 0 150,800 150,000 186,000 150,800 0 0 ] 1] a
Total expenses ] 1,368.(}_00 495,(?00 1,483,000 150,060 0 438,000 442 000 445 000 403,000
Revenues less expenses 156,000 (1,193000) 56,000 (1,020,000) 277,000 437,000 14,000 10,000 8,000 50,000
Ending fund balarice 4,956,000 3763000 3,819,000 2,799,000 3,076,000 3,513,000 3,527,000 3,537,000 3,545,000 3595000

BARTLE WELLS ASSOCIATES
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Table 5-9 continued
City of Milpitas - Financial Utility Master Plan
Treatment Plant Construction Fund Cash Flow Projection

Projected

201213 201314 201415 201516 2016/17 2017118 2018118 2018/20 2020121 2021122
Beginning fund balance $3,595,000 $3,954,000 $4,167,000 $4,378,000 $4,585,000 $4,788,000 $4,988,000 $1,792,000 ($1,516,000) (51,187,000)
New single family resid equivalents 125 125 125 125 125 125 125 . 125 125 125
Projected SFR treatment plant fee 880 830 880 880 880 880 880 880 880 880
Projected SFR connection fee 1,750 1,750 1,750 1,750 1,750 1,750 1,750 1,750 1,780 1,750
REVENUES : .
Treatment plant connection fees 116,000 110,6C0 110,000-. 110,600 110,008 116,000 116,000 - 110,000 110,000 110,000
Conpection fees 219,000 219,000 219,000 219,000 218,000 219,000 219,600 219,000 218,660 - 218,000 -
Interest earnings 126,600 138,000 146,000+ 153,000 160,000 168,000, - 175,000 £3.000. .0 -0
Total revenues 455,000 467,000 475,000 482,000 468,000 497,000 504,800 392,000 329,000 329,000
EXPENSES _ , I o '

" Transfer for WPCP capital projects 0 0 5} 0 0 G -0 0 Q.. ¢
Transfer for growth-related projects 0 8 0: N ¢ ] 0 1) D 0 0
Transfer for add'l freatment capacity 96,000 254,060 284,000 275,500 286,000 287,000- 3,700,000 3,700,000 o 4]
Transfer to sewer CIP ] 4] [} ] 0 4] 4] 0 g 4]
Total expenses 96,000 254,000 264,000 27_5,000 : 286,000 297,000 3,700,600 3,700,000 0 o]

Revenues less expenses 359000 213,000 211,000 207000 203,000, 200000 (3,196,000) (3,308,000) 329,000 329,000

Ending fund balance 3,954,000 4,167,000 4,378,000 4585000 4,788,000, 4,988,000 1,782,000, (1,516000) (1,167,000)  (858,000)

BARTLE WELLS ASSOCIATES
FruchsMilpitas-314CMilpitas Phase 2 Tables NAS TP Fund (Final A), 31872003
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Tabie 5-10
City of Milpitas - Financial Utility Master Plan
Sewer Infrastructure Fund Cash Flow Projection

Estimated Projected

2002/03 2003/04 2004/05 2005/06 2008107 2007108 2008/09 2009/10 20101114 2011142
Beginning fund balance 5,200,000 5,382,000 4,570,000 3,730,000 2,861,000 2,981,00{} 1,565,000 120,000 124,000 378,000
REVENUES
Interest earnings 182,000 188,000 160,000 131,000 166,000 104,000 55,000 4,000 4,000 - 13,000
Transfer from Operating Fund 0 ¢ Q [} 1] Q 0 1,500,000 1,750,000 1,750,000
Total revenues ) 182,00C 188,000 160,000 131,000 100,000 104,000 55,000 1,504,000 - 1,754,000 1,763,000
EXPENSES
Replacement projects 0 0 0 0 g 1,500,000 1,504,000 1,500,000 1,500,000 1,500,000
Transfer to Sewer Fund Q 1.000.000 1.800.000 1,000,650 [} _ ] 0 a a 0
Total expenses 0 1,000,000 1,000,600 1,600,000 0 1,500,600 1,500,000 1,500,000 1,500,800 1,500,000
Revenues iess expenses 182,000 (812,000} {840,000) (868,000 100,000 (1,386,000) (1,445,000) 4,000 254,000 263,600
E.nding'funé balance : 5,382,000 4,570,000 3,730,000 2,861,000 2,961,000 1,565,000 120,000 . 124,000 378,000 641,000

BARTLE WELLS ASSOCIATES
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Table 5-10 continued
City of Milpitas - Financiat Utility Master Plan
Sewer Infrastructure Fund Cash Fiow Projection

Projected

2012113 2013/14 2014/15 2015/16 2016/47 2017118 201819 2019/20 . 2020/21 2021422
Beginning fund balance 641,000 1,163,000 1,704,000 2,264,000 2,843,000 3,443,000 3,364,000 3,282,000  3,187.000 3,109,000
REVENUES ) :
Inferest earnings 22,000 41,000 66,000 78,060 140,000 121,000 118,000 115,000 112,0C0 108,000
Transfer from Qperating Fund 2000000 2,000,000 2,000,000 2000000 2000000 2000000 2000000 2000000 2000000 2000000
Total revenues 2,022,006 2,041,000 2,060,000 2,079,000 2,100,000 2,121,060 2,118,000 2115000 2,112,000 2,108,000
EXPENSES .
Replacement projects 1,500,000 1,500,600 1,500,000 1,508,000 1,600,600 2,200,000 2,200,000 2,200,000 2,260,000 2,200,000
Transfer to Operating Fund for repis a [s] i 0 Q i . [ g . [+ [+
Total expenses 1,500,000 1,500,066 1,5G0,000 1,800,660 1,500,006 2,260,000 2,200,000 2206,000 2,200,000 2,208,000
Revenues less expenses 522,000 541,000 560,000 579,000 600,000 {79,600} {82,000} {85.(}00} {88,000} {81,000}
Ending fund balance 1,163,000 1,764,000 2,264,000 2,843,000 3,443,000 3,364,000- 3,282,000 3,197,000  3,108,000. 3,018,000.

BARTLE WELLS ASSOCIATES
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Table 5-11
City of Milpitas - Financial Utility Master Plan
Sewer Order-of-Magnitude Rate Projection

Currant Projected )
2002103 2003/04 2004/05 2005/06 2006/07 2007/08 2008/09 200910 2010111 201112

Rate Adiusiment® ’ 8.0% 9.0% 9.0% 9.0% 9.0% 2.0% 7.0% 1.0% 7.0%

Restdential (Fiat Bi-Monthly Charge)

Single Family $42.29 $46.10 $50.25 $54..'77 $59.70 $65.07 $70.93 $75.90 $81.21 $86.89
Multiple Family 3019 32.81 35.87 38.10 42.62 46.46 50.64 54.18 57.97 62.03
Mobile Home 18.69 20.37 2220 24.20 2638 28.75 31.34 33.53 35.88 38.38

Commercial (Volume Based Charge)

General office/retail Water Use (hef

Customer A .. 50 67.64 73.78 80.48 87.74 95.57 103.98 113.47 121.31 129.74 138.67
Customner B 100 128.14 139.78 152.48 166.24 181.07 196.98 214.97 229.81 245.71 262.67
Customer C 200 249,14 271.78 296.48 32324 352.07 382.08 417.97 446,81 477.71 510.67

* Assumes across-the-board rate increases; actual rates may vary based on wastewater discharge strength and flow.

BARTLE WELLS ASSOCIATES
FrlobsWilpitas-314C\Milpitas Phase 2 Tables M\S Rate Proj,3/18/2003
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Tahie 511 continued

City of Milpitas - Financiai Utility Master Pian
Sewer Order-of-Magnitude Rate Projeciion

Projected
2012013 2013714 2014/15 2015716 20%68/17 2017118 2018/19 2019120 2020124 2021/22
Rate Adjustment* 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5%
Residential {Flat Bi-Monthly Charge}
Single Family $88.19 $88.51 $90.85 $92.21 ‘$93.59 $94.99 $96.41 $97.86 $99.33 $100.82
Multiple Family 62.96 83.90 64.86 65.83 66.82 67.82 68.84 69.87 70.92 71.98
Mabile Home 3887 39.55 40.14 4074 41.35 41.57 42.60 43.24 43,89 44 .55
Commercial {Volume Based Charge}
Generat ofiice/retall Water Use (hef)
Customer A 50 140.89 143,11 145,34 147.57 149.80 152.04 154.28 156.52 158.77 161.02
Customer B 100 266.80 27941 27534 27957 28380 288.04 292.28 296.52 300.77 305.02
Customer C 260 518.88 52711 535.34 543.57 551.80 560.04 568.28 576.52 584.77 583,02

* Assumes across-the-board rate increases; actual rates may vary based cn wastewater éiscﬁérge sirené{h and flow.

BARTLE WELLS ASS0CIATES
FAJobsWilpitas-314C\Miipitas Phase 2 Tebles NS Rate Proj,3/18/2003
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Table 5-12
City of Milpitas - Financial Utility Master Plan
Components of Average Smg%e Famny Remdenhal Sewer B;II Encreases

2006/07

2007/08

- 2008/09

2002103 2003/04 200405 2005706 200910 . 2010/11 2011112
Rate Adjustmént* '
City increase 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5%
WPCP increase 35% . 3.5% 3.5% 3.5% 3.5% 3.5% 1,5% 1.5% 1.5%
Totaj increase 9.0% 9.0% 9.0% 9.0% 8.0% 9.0% 7.0% 7.0% 7.0%
Sing!er':FamHy_ Residence ‘
Average Bill G %4229 $46.10 $50.25 $54.77 $59.70 $65.07 $70.93 $75.90 $81.21 $86.89
Gityincrease (estmated) . 2.33 2.54 2.76 3.01 3.28.° 358 3.01 447 4.46
WPEP increase (estimated) 148 161 178 192 2,09 2.8 1.07 1.14 122
Total bi-monthly increase 381 415 452 4.93 5.37 5.86 497 5.31 5.68

* Based on across-the-board rate increases for all customer ciasses

Actual rate adjustments may vary based on customer class, wastewater flow anci strength

BARTLE WELLS ASSOCIATES
Fi\Jobs\Milpitas-314CiMilpitas Phase 2 Tables N\S Rt Compdnents, 3/18/2003



Annual Wastewater Flow Variance
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Chart 5-C

Historical Wastewater Flows
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. CHART 5-D

Sewer Enterprise Expense Projection
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| CHART 5-E

Projected Annual Sewer Rate Increases
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. CHART 5-F
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CHART 5-G _ S
Projected End of Year Sewer Fund Balances
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| CHART 5-H

Projected Residential Bi-Monthly Sewer Charges
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6 STORM DRAIN FINANCING

The City of Milpitas owns and maintains a network of conduits, lagoons, and pump
stations, which drain storm water to local creeks and the bay. The C1ty s-storm drain or
storm water activities consist of:

° System operations including repair, replacement and O&M.

e Pollution prevention for street discharge, corporation yards and parks as well as
industrial facilities and new development.

e Administration in the form of management of an wrban runoff program including
contributions to the regional National Pollution Discharge Elimination System
- (NPDES) permit, and flood control planning.

o Administration in the form of Flood Plain Management and identification of storm
drain network deficiencies.

The City funds these costs primarily with general fund monies.

From an asset standpoint, at the beginning of FY 2002/03, the City had 98 miles of storm

lines, 4.5 miles of drainage channel, 3,493 catch basins, 1,898 storm man holes, and 13
storm pump stations. As no separate enterprise exists at this time, C1ty storm assets are’
currently accounted for with the City’s other general fund assets.

6.1 National Pollution Discharge Elimination __S,y_stgm:_.lf’grg‘nhiﬁ_' -

Milpitas is a member of the Santa Clara Valley Urban Runoff Pollution Prevention- .
Program (SCVURPPP). This program is a multi-jurisdictional cooperative effort among
the County, the Santa Clara Valley Water District, and thirteen north county cities, all
working to improve the water quality of south San Francisco Bay and the streams of
Santa Clara County, by reducing non-point source pollution in storm water runoff and
other surface flows. SCVURPPP was established in response to two water quality
regulatzons affecting the San Francisco Bay the federal Clean Water Act, and the San
Francisco Bay Basin Water Quahty Control Plan. The SCVURPPP has been issued a
region-wide National Pollution Discharge Elimination System Permit (NPDES) by the
Regional Water Quality Control Board for discharges from the Junsdmtlon S stormwater
systems to the waters of the United States.

Santa Clara Valley Water District and the City of San Jose together pay close to 60% of
the SCVURPPP program costs, which are estimated to be around $3.2 million in the
coming year. Other SCVURPPP members are allocated costs based on population.
Milpitas” share is estimated at close to 3% of total costs. SCVURPPP. was reissued its
third NPDES permit on February 21, 2001, Program costs have increased and the
permit’s “C-3 Provisions”, which were issued in October 2001, have been revised to

include far-reaching requirements for controlling pollutants from both new and - -
redevelopment activities.

City of Milpitas - Financial Utility Master Plan -6



6.2 Capital Improvement Program 7

Schaff & Wheeler competed a storm dram master plan, for the City wh1ch estabilshes a
prioritized capital improvement program in July of 2001. The cap1tal plan estabhshes
four priority Ieveis as defined below:

o Priority 1~ Protects life and/or property that would be in 1mm1nent danger dunng a
ten-year (or less) magnitude event or where very severe damage could oceur durmg a
more extreme event. ‘ ‘

e Przonty 2 — Protects property from 100 year flooding.

® Pr1onty 3~ Improvements remedy residual ﬂoodmg that does not pose a nsk to life or
property 10 year frequency event.

® Pnomy 4 Improvements remedy residual ﬂoodmg that does’ not pose a rask to hfe or
property — 100 year frequency event.

The suggested CIP spending by priority is as follows:
Pmonty 1 prOJects $5.1 million: (nearly one half for pump station lmprovements)
e Priorlty 2 projects $9.4 rmlhon, ' |
e Priority 3 projects $6.7 million, and
e Priority 4 projects $2.6 million

The storm drain CIP priority projects total $23.8 million. The master plan suggests an |
annual capital investment rate of $4 mlihon mcludmg near and long—‘term eqmpment
replacements .

6.3 Projected Budget

The City’s Schaff & Wheeler master plan suggests an annuai O&M budget of $1 mllhon
An annual budget of around $2 million a year for capital expenditures would allow the”
City to fund all priority capital needs in less than 15 years, Using these estimates, the
City’s storm drain operating and capital budget including the City’s NPDES
comumitment, would total about $3 million annually.

6.4  History of Storm Facﬂltxes Fundmg

Historically storm and sanitary sewer facilities were combined both physzcaﬁy and -
operationally. In many large and older cities, they are still combined.. These combined
systems were usually funded from property tax revenues. In the more recent past, with
the passage of the federal Clean Water Act, separate sanitary sewer enterprises were
organized by cities to obtain state and federal grants under the Clean Water Act. The
Clean Water Act grant program was intended for wastewater treatment, and service

City of Milpitas - Financial Utility Master Plan 6-2
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charges were required to qualify for grants. A public enterprise is essentially a self-
supporting service. Thus, following the adoption of the Clean Water Act, sewer and
storm drain systems were generally separated and subject to separate funding sources.

California’s Proposition 13 in 1978 effectively eliminated property taxes as a revenue
source for city sanitary sewer services. Property tax revenues were limited and many
cities eliminated property-tax support for services that had an alternative revenue source,
such as sewer rates for sewer service. However, storm sewer operations generally
continued to be supported by general fund revenues. A minority of cities however did
create separate storm sewer enterprises funded by user charges. Because of the rapidly
increasing costs of complying with NPDES permits, many jurisdictions have recently
explored the concept of creating a stormwater enterprise to shift the costs of the program
out of the general fund.

6.5 Storm Drain Funding Optio'ns |

The sections beiow describe optxons for storm capltal and Operattons and maintenance
funding. Following the discussions is a matrix which summarizes the options, whether
they can be: used to fund capital, used to fund operations and maintenance, and weather
they require a voter approval.

Flood Control Assessment Dlstrlcts

Benefit assessment districts and assessment dlstrzcts can be used fo fund storm water .
1mpr0vements and operatton and maintenance of those 1mprovements Under Proposmon
218, assessments can only be levied for special benefit, which must be demonstrated in
an engineer’s report. In addition, Proposition 218 imposes additional procedural
requirements on the levying of assessments. For instance, an assessment can only be
adopted or increased if a majority of those returning ballots, welghted based on the
amount of assessments that would be paid, approve the agsessment. Assessment ‘bonds
for capital costs would be sold based on the revenues from an assessment

Because of the dtfﬁcuity of separating general benefit from speclal benefit (géperal
enhancement of property value does not constitute special beneﬁt under Proposition 218
assessments are not in commorn use as a new funding source, This may be a good
solution for funding storm drain improvements local to an easily defined area. However,
it may be difficult to get an assessment approved by the property owners. Additionally,
adding such districts to the City might increase the administrative burden to City staff.

Storm Water Enterprise Fee or Special Tax

Proposition 218, which was enacted by California’s electorate in 1996, contains both
procedural and substantive provisions that apply to “property related fees.” The
procedural provisions require a majority protest proceeding after notice and hearing. The
notice must contain the amount of the fee that the City proposes to be imposed on each
parcel. If 50% or more of the proposed fee payers protest before the hearing, the fee may
not be imposed. If the fee survives the majority protest proeeedmg, it must meet the
second procedural requirement, voter approval. This requires a favorable vote of either

City of Milpitas - Financial Utility Master Plan ‘ 6-3



50% of property owners or two-thirds vote of the electorate. (Property-related fees for
sewer, water, and refuse collection services are exempt from the voter approval
requirement.)

It is unclear whether Proposition 218 would apply toa properly crafted stormwater - . -
enterprise fee. The California Supreme Court determined that only fees imposed directly.
on property ot on property owners as property owners are subject to Proposition 218.. .
(See Apartinent Assoc. of Los Angeles County, Inc. v. City of Los Angeles-(2001) 24 .
Cal.4th 830.) Since a stormwater enterprise fee is based on each user’s contribution of
stormwater to the stormdrain system in excess of property in its natural state, it would
seem that such fees are not im‘p_osed on property owners as property owners and therefore
are not “property-related fees.” However, in Howard Jarvis. Taxpayers Association v.
City of Salinas (2002) 98 Cal.App.4th 1351, a court of appeals determined that Salinas’s
stormdrain user fee was subject to Proposition 218, because in the court’s view the fee
was based on the physical characteristics of property and therefore was a property-related
. fee. Many local-government attorneys argue that Salinas is inconsistent with the
Supreme Court’s decision in Apartment Association and believe that a properly crafted
stormwater enterprise fee may be imposed without complying with Proposition 218.

Given the significant uncertainty regarding the applicability of Proposition 218, the City
might choose either to comply with Proposition 218’s property related fees provisions or
not, based on the advice of legal counsel. As noted above, if the City decided to enact a
fee only after complying with Proposition 218, it would require’ sausfymg two significant
hurdles: first, a majority protest hearing (if 50% of the property owners protest the fee

cannot be enacted), and, second voter approval (either a majonty of property owners or
two~thards of the electorate),

Sales Tax

Funding via a sales tax similar to Napa County’s Measure “A” passed in 1998 is another
voted option. Napa County passed a one-half of one percent fransactions and use tax -
titled the "Flood Protection Sales Tax." The Coum:y established a Flood Protection and
Watershed Improvement Expenditure Plan descrlbmg the projects authorized 1o be
funded with the proceeds of the Flood Protection Sales Tax. Authorization of a sales tax
surcharge requires a two-thirds voter approval. A quarter cent (one quarter of 1 percent)
sales tax could yield the City about $3.35 million per year assuming Milpitas’ total sales
of about $1.3 billion annually. This type of a tax would require co-operation with other
cities and the county as the entire county would have to approve the vote. This type of a

tax would require co-operation with other cities and the county as the entire county would
have to approve the vote.

General Obligation (GO) Bond

A 20 or 30 year GO bond could be voted to pay for some or all of the capital
improvements recommended in the Storm Drain Master Plan. This would require a 2/3
vote of the public. A $25 million, 30 year term, GO bond voted over Milpitas® assessed
valuation of about $7.9 billion would yield a necessary tax rate of 8/10 of 1 cent per $100
of a property’s assessed valuation. For a $400,000 home, this would equate to an

City of Milpitas - Financial Utility Master Plan 6-4



increase in property taxes of about $33/year. A GO bond could only be used to fund
capital costs, but not operating costs. The term of bonds cannot be longer than the lives
of the projects they are financing.

Mello-Roos Community Facilities District

The Mello-Roos Community Facilities Act of 1982 provides for the financing of a broad

range of public facilities and certain specific services. The Mello-Roos Act provides for

voter approval of a specidl tax and issuance of bonds secured by that tax. The measure to
authorize a special tax and/or bonds must be approved by a two-thirds vote of the

' qualified (which meets requirements of Prop 218) electors in the community facilities

district (CFD). Qualified electors are registered voters or, if there are fewer than 12

registered voters in the CFD, landowners based on one vote per acre. Most Mello-Roos

districts are created for developers to fund improvements to serve a specific development.

This is a plausible optmn for City wide capital and operations and maintenance costs so
long as it could receive a two~th1rds vote.

Levy of a Storm Water Connection/Impact Fee on New Development

This allows the City to recover the portion of the proposed CIP allocable to new
development. The fee could also be designed recovet the capital portion of Milpitas’.
NPDES “C-3 Provision” requirements. This would not allow the City to recover capital
costs allocable to existing residents or for future on-going maintenance costs associated
with new development. However, it may be possible for the City to require new -
development to agree to waive restrictions on the imposition of fees or assessments to
fund operations and maintenance of stormwater faciliti_e;s.

Formiation of & Storm Water Utility Enterprise - L ,

“This'would essentially create a storm water enterpnse and i 1mpose a storm water uuhty
fee without complying with requlrements of Prop. 218. : This would allow the City - -
Council to simply impose the fee as it imposes ordinary sewer and water service charges.
As noted in the discussion above, it is unciear whether Proposmon 218 apphes to
properly crafted storm water fees. :

Creation of a Storm Water Funding Charge which Builds in Beneficiaries

This option would be a voted charge or assessment (see options discussed above) which
creates consensus for a positive vote by building a block of beneficiaries over whom
costs can be levied and or support can be gained including: environmental concerns,
habitat restoration, recreation facilities, streets, and bike paths; This effort would require
" a complex, cootdinated effort to build consensus between different advocacy groups on
the elements of such a plan. This is not so much a solution in itself but rather an option
for helping to 1mplement the three voted options discussed above.

Continued Use of General Fund Monies

This 15 essentially the status quo as the general fund currently prov1des fundmg for many
storm water activities. This is a drain on the general fund and a growing one as NPDES
costs increase and as the large capital needs of the City’s storm gystem come into focus.

City of Milpitas - Financial Utility Master Plan S 6-5
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A summary of the funding alternatives discussed is shown below.

Summary of Storm Dyrain Financing Alternatives

o L Allowable Uses TR
Howongiishot  TOS_ Cai postrrens
Asessmentdisies - ys Ly Fiftypercentapproval
Ente_rpﬂsg;s;;\;ic.:crfé:éé‘i_‘ a . s ‘.yes"‘: ' Fl:&ypercent property owner approval
Spemaltax e A ' o S/es : yes Two-thxrds votcr appmval _
County\mde saiestax : . | o ycs - yes :T\yo_-thi‘rds co’unfy j;'oter app%bva; S
_Géhm"al ohligation bonds o no  yés  Two:thirds voter apérevai o
Melio-Roos Commaunity Facilities District yes . y;es T&o:tﬁirds.vbter aépfo§a§
Connection/impact fo ‘:';"T o o Cho o yes © Council vote

Storm water utlhty entcx’prsse o . Cyes yes - _Ctgu'ncil ‘voga

General Fund- support : .—.‘ - | . Ayé:s | e yeg | ._IC_euﬁ.éil ve't_e"“

6.6 Form for a Storm Drain Charge

The follow'mg is a brief outline of one approach by which storm drain costs could be ..
recovered via a voted or non-voted charge. The first step splits storm drain program costs

into flow and’ quahty related costs: The second step deﬁnes a method by thch 10
recover the costs R : . :

Cost Category: Flow Related Costs | - Quality Costs |
Cost Recovery Meth{)d - Lot Slze] X [Runoff Cueﬁiment] [Quahty Coefﬁmen{}

Flow related costs would mclude capfsal 1rnprovements Wthh are 51zed by Volume of
flow. For ease of billing, residential runoff could be split into two or three categories by
size rather than billing each responsible residence-or “parcel” individually. No .
significant in-equity would be introduced by billing using three classes of residential size
properties rather than billing each properties individual size. Runoff coefficients would
be assigned on the basis of land use as land use types and runoff quantities are strongly

correlated. An equivalent residential runoff unit (ERRU) would be deﬁned and used to
calculate the charge S

Quality related costs including NPDES, street sweeping and other related costs could be
recovered via a quality coefficient assigned by land use code. An equivalent residential
quality unit (ERQU) would be defined. The relative quality of runoff from various non-
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residential properties would be defined as some multiple of that of an equivalent
residential quality unit. Lead, copper, and other runoff pollutant information from the
Bay Area Association of Storm Management Agencies and other Santa Clara valley
monitoring reports could be used to define the quality coefficient. Quality costs are
considered independent of lot size and or flow and are assumed to be most closely related
to the land use of the lot. This recognizes that in most communities quality costs include
items like site inspections whose costs are more related to the frequency with which a
certain land category must be inspected because of the types of pollutants present (as
measured by the Quality coefficient) rather than the size of the parcel. If the City found
that it’s quality costs were more tied to volume of ﬂow thls pomon of the charge could
be changed to include a quantity component.

A sample charge of less than SSO/household per year could be defined as follows:

($15/ERRU) x (Runoff Coefficient) x (Area of lot) + $35/ERRU x (Quality Coefficient)
0.125 acres (one flow ERRU) © . 025 deres (one ERQU)

As the sample form for the charge is based on usage the City shouid b].li the 1nd1v1dua1
using or benefiting from the storm drain services prov1ded by the City on their behalf. In
the case of multi-tenant commercial users, as with water or sewer charges, the property

manager or other individual receiving the storm drain bill could re-allocate the bill to
tenants per their lease agreements.

6.7 Conclusions

Four viable storm drain funding options emerge from the discussion above. Any voted
option would require substantial lead time in order to mount a successful public
education campaign in order to secure support.

e Adopt a voter-approved storm drain charge in any of the forms discussed above.

e Establish a separate storm drain enterprise supported by a non-voted storm drain
service charge structured to be exempt from Prop. 218.

e Adopt a storm drain connection/impact fee for new development.

e  General fund support for stormwater services

6.8 Recommendations

6.8.1 Storm Drain Service Charge

Bartle Wells Associates recommends that the City continue to explore either a voted or
non-voted storm drain charge. This would avoid the necessity of general fund support to
the stormdrain system. The steps required to adopt such a fee are;
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2).

Work wzth the City Attorney’s office and utility billing department to createa . . ...
defensible charge structure whwh can be mtegrated 1nto the Clty S bllhng systern w1th
mlmrnal dzfﬁcuity, ’ L T oy

Work with the Czty Aﬁomey s ofﬁce to create a document summanzmg the ﬁnal form

.- and calculai:ion of the charge,

3)

5)
6)

Receive approva.l fromt the C1ty s unhty rate subcomm1ttee to present the cha.rge to

the full C1ty Councﬂ

4. -Follow C1ty procedures for charge ad()ptmn 1nclud1ng makmg avaﬂable 1he charge

study and conducting a public hearing, _
if 1mp§ement1ng a voted charge conduct an elec‘aon

If 1mpiement1ng a non-voted charge, have City Council vote ‘on charge adoption. -

6.8.2 'Storm Drain Connection Fee

Bartle Wells Associates recommends that the City adopt a storm dram connectlonhmpact
fee as s00n as poss1ble The steps reqmred to adopt such'a fee mclude

1)
2)

3)

4)

Set a timeline and guldehnes for fee 1mplementat10n

Receive approval from the City’s utility rate subcozmnzt&ee to present the fee to the
full City Council, .

Follow City procedures for fee adoption including making available the fee study and
conducting a public hearing

Have City Council vote on fee adoption.

City of Milpitas - Financial Utility Master Plan 6-8
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7 CONNECTION FEES

7.1 Purpose

Connection fees are one-time charges to new customers to recover the capital costs for
infrastructure needed to serve growth. These fees go by a variety of names including
capacity fees, hook-up fees, facility charges and connection charges. These charges do
not include fees for the direct costs of installing service connections.

The City's utilities currently charge the following connection fees:
e Water Connection Fee — for capacity in the City's water system
e Sewer Connection Fee — for capacity in the City's wastewater collection system

o Treatment Plant Fee - for wastewater treatment capamty in the San Jose/Santa Clara
Water Pollutzon Control Plant

The City does not charge a connection fee to recover costs for storm drain infrastructure.

Connection fees should recover costs for future projects that must be constructed to serve
new development, as well as the costs of capacity in existing infrastructure that will

“ benefit and serve new customers. Connection fees are also appropriate for the
incteinental capacity needed when redevelopment projects or current customers require
additional capacity in excess of existing capacity rights.

7.2 . Government Code

Cahforma Government Code Section 66013 governs water and sewér connection fees
The code states that connection feés must be reasonable arid non-atbitrary, and based-on
facility capital costs, user loads, and system capamty The fees cannot exceed the
estimated reasonable cost of providing the service for which they are imposed unless
approved by a two—thlrds vote of the electorate. A vanety of methods may be used to
determine an appropriate connection fee.

Section 66013 of the Government Code also specifies a number of provisions for the
deposit, investment, accounting, and expenditure of connection fees. ‘The City should -

review its policies and practices to ensure compliance with the legal requirements of the
code.

7.3  Water Connection Fees

7.3.1 Current Wat'er Connection Fees

Table 7-1 shows current water conﬁection fees. The fees were adopted by ordinance on
September 18, 1984 and have not been updated in over 18 years. Current fées are based
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on lot size and front footage of existing water mains. They do not recover costs in
proportion to the capacity in infrastructure needed to serve new development For .
example, a single family residence and a restaurant on similar lots would be charged tho
same connection fee, even if the restaurant uses 20 times as much water and requires 20
times as much capacity in water system, infrastrucmre '

The current connecnon fee for a typical single famﬂy reszdenoe on a 1/5-acre square lot
equals about $884. This is very low by regional and statewide standards A reglonal
survey of connection fees is shown later in this report.

7.3.2 New Water Connectxon Fee Calculatmn

Bartle Wells Assomates recommends that the C1ty update its connection fees to ensure it
is recovering adequate costs for infrastructire needed to serve new development.

Table 7-2 calculates a new water connection fee based on a standard buy-in methodology.
The fee is calculated by dividing the value of existing mfrastructure plus ¢ add1t10nal
capital project costs anticipated over the next fen years, by average day system capac:1ty

As shown on theTable 7 -2, the total buy-in value is estimated at approximately $179
million and includes the foliowmg

o The current value of existing infrastructure, estzmated at a‘ooui $166 mﬂhon based on
detailed information provided by Schaaf & Wheeler included in Appendix B. Current
system value equals the replacement cost for each component of the water system iess
depreciation based on the age and useful life of each component.

e About $13 million in capital projects anticipated over the next 10 years

The connection fee is calculated by dividing the buy-in value of $179 million by the
average daily capacity of the water system, estimated at 30 mgd. This results in a new
connection fee of $5.97 per gpd. The actual connection fee charged 10 a new customer
can be calculated by multiplying this unit cost by the customer § Proj ected water use.

Barﬂe Wells Associates recommends that the City estabhsh mininium flat fees for single
family residential, multi-family residential, and small cormnerc1a1 development based on
typical consumption.

7.3.3 Recommended Wafer Connection Fees

Table 7-3 compares current and recommended water connection fees for a number of
sample residential and non-residential customers. The table calculates new connection

fees for single family residences at $1,910 and for multi-family residential units at
$1,164.

The recommended fees are higher than the City's current fees, especially for customers
using large amounts of water and requiring large amounts of capacity in the water
system. As noted, this is because current fees do not recover adequate revenues for
infrastructure capacity required by new development. The City currently recovers less
than $100 in connection fees per typical new multi-family dwelling unit.

City of Milpitas - Financial Utility Master Plan _ 7-2
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7.4 Sewer Connection Fees

7.4.1 Current Sewer Connection Fees & Treatment Plant Fees

New sewer customers pay a connection fee for capacity in the City's sewer collection
system plus a treatment plant fee for capacity in the regional wastewater treatment plant.
Table 7-4 shows current sewer connection fees and treatment plant fees. These fees have
not been updated in many years. |

Current connection fees are based on lot size and front footage to existing sewer mains.

- The acreage portion of the fee and a maximum front footage fee per residential lot were
adopted on October 12, 1978. The front footage portion of the fee was adopted on
October 30, 1967. The current fees do not recover costs in proportion to the capacity in
infrastructure needed to serve growth. The current connection fee for a typical single
family residence on a 1/5-acre square lot equals about $399. This is very low by regional
and statewide standards. A regional survey of connection fees is shown later in this
report.

The City's current treatment plant fees were adopted in the early 1980s. New residential
customiérs are charged flat fees based on customer class. The treatment plant fee fora
single family residence is $880 and the fee for a multi-family dwelling unit is $690
Treatment plant fees for non-residential customers are calculated based on each
customer's projected wastewater flow and strength.

7. 4.2 New Sewer Cennectlon Fee Calculatmn

Bartle Wells Assoczates recommends that the City update its connection fees to ensure it
is recovering adequate costs for infrastructure needed to serve new development.

Table 7-5 calculates a new sewer connection fee based on a standard buy-in
methodology. The fee is calculated by dividing the value of existing infrastructure, plus
addmonal cap1ta1 pr03 ect costs antlcxpated over the next ten years, by system Capa01ty

As shown on the table the total buy-in vaiue is est1mated at approx1mate1y $106 million
and includes the following:

e The current value of ex1sting infrastructire, estimated at about $94 million based on
detailed information provided by Schaaf & Wheeler included in Appendix B. Current
system value equals the replacement cost for each component of the water system less
depreciation based on the age and useful life of each component. =

e  About $12.7 million in capital projects anticipated over the next 10 years -

The connection fe€ is calculated by dividing the buy-in value of $106 million by the -
capacity of the sewer system, estimated at 12.5 mgd based on the City's capacity in the
wastewater treatment plant. This results in a new connection fee of $8.52 per gpd. The
actual connection fee charged to a new customer can be calculated by multiplying this
unit cost by the customer's projected sewer flow.
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Bartle Wells Associates recommends that the City establish standard fixed connection
fees for single family residences, multi-family dwelling units, and mobile home units.
The City should also establish a minimum flat fee for small commercial development.

7.4.3 Recommended Sewer Connectwn Fees

Table 7- 6 compares current and recommended sewer connection fees for a number of
sample residential and non-residential customers. The table calculates new connection

fees for single famﬂy residences at $1 908 and for multi- famlly resﬁenﬁal units at
$1,406. '

The recommended fees are higher than the City s current fees, espemaliy for customers
discharging large amounts of flow and requiring substantial ¢apacity in the sewer
collection system. As noted thxs is because current fees do not recover adequate”
revenues for infrastructure’ capacxty requxred by new development. The City currently -
recovers less than $100 in connéction fees per typical new multi-family dwelling unit.

7.4.4 Sewer Treatment Plant Fee Recommendation

No adjustments to the City's treatment plant fees are recommended at this time. The -

City's current treatment piant fees adequately TECOVEr COsts for treatment capamty in the
regional treatment plant.

The City currently has enough treatment plant capacity to meet its projected needs for a
number of years. However, the City may eventually need to acquire additional treatment
capacity, Treatment plant fees should be reviewed periodically to ensure that future fees
are sufficient to recover costs for the acquisition of additional treatment capamty

7.4.5 Combined Sewer. Connecti_bn Feés

The combined connection fee and treatment plant fee for a typical single family residence
would increase from about $1,162 to $2,788 with the recommended fees. The combined
fees for a multi-family dwelling unit in a high-density residential development would
increase from approximately $715 to $2,096. Again, this is due to the inadequately low
current connection fees for multi-family developments.

75 Storm Drain Connection Fees

The City has made substantial investments in storm drajn facilities and anticipates the
need for a number of additional projects to meet the new NPDES stormwater
requirements. However, the City does not charge a connection fee to recover costs for

storm drain infrastructure. Bartle Wells Recommends that the City adopt a storm draln
connection fee as soon as feasible. .
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7.5.1 ‘New Storm Drain Connection Fee Calculation

Tables 7-7 through 7-10 develop a new storm drain connection fee based on a standard
buy-in methodology. The fee is calculated by dividing the value of existing
infrastructure, plus additional anticipated capital project and equipment costs, by total
potential citywide impervious surface area.

Table 7-7 lists current storm drain facilities and current replacement costs ‘oy component
Total system rep}acement costs are esttmated at about $91 mﬂhon '

Table 7-8 summar1‘zes the cost of storm dram capacity 1mprovements including City- -
identified improvements and projects recommended in the City's Storm Drain Master
Plan dated July 2001, developed by Schaaf & Wheeler. The recommended capacity
improvements also include near-term equipment needs. The total cost of these
improvements is estimated at $25 million.

~Table 7-9 calculates total potential citywide stormwater runoff acreage based on the
number of acres of land that may eventually be developed under various land use
categories. The total represents the potential amount of impervious surface area in the
City at buildout. The table estimates total potential runoff acreage at 4,863 acres, or
about 56% of total city area.
Table 7-10 calculates a new storm drain connection fee. The connection fee is calculated
by dividing the buy-in value of $116 million by total potential citywide runoff acreage.
This results in a new storm drain connection fee of $23,880 per acre of impervious
surface, or about $55 per 100 square feet. The actual connection fee charged to a new
customer can be calculated by multiplying the unit cost by the customer's actual or
estimated impervious surface area.

Bartle W{;lls Associates recommends that the City establish minimum flat fees for single
family residential, multi-family residential, and small commercial development based on
typical flow and strength.

7.5.2 Sample Storm Drain Connection Fees

Table 7-11 shows examples of storm drain connection fees for various types of new
development. The table calculates a single family residential fee of $1,060 for a 5,000
square foot lot and a fee of about $1,847 for a 1/5-acre lot. Fees for other customers vary
based on estimated amount of impervious surface area for each type of development.

City of Milpitas - Financial Utility Master Plan Y A
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' Tab!e 71 _
City of Milpitas - Financial U’ultty Master Plan ‘_
Current Water Connectxon Fee '

Water Connection Fee* A A A T e
Sum of the foitowmg

A $700 per acre of Iot ($350 maxamum per iot $700 m;n:mum per res;dentlal subdwts:on)

B $8 per front foot of existing water mam wnthm or ad;acent to the site ($1 680 maximum per
dwelling unit). -Frontage foot for corner. lots shall be the larger of the tongest frontage

C Hillside charges when & supplemental water facilities lmprovement benefit d:s’trtct exzsts
Each d:s’mct 50 estabhshed prowdes far a dwenmg unit fee,. .

* Adopted September 18, 1984.

BARTLE WELLS ASSOCIATES
F\dobsWiipitas-314CWilpitas Water Connection Fee Tables B\W Conn Fee,3/25/2003
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Table 7-2
City of Miipitas - ananmai Utility Master Plan
Water Connection Fee Calculation

- BUY-IN VALUE
Estimated infrastructure value o
Water pipe components’ $144,115,000
Water tanks' \ : : : 112,545,000
Water pump stations’ 6,022,000
Water wells® 3,500,000
Subtotal ' - 166,182,000
Capital improvement projects 2002/03 - 2011/12 $12,9866,000
~ Tolal system value + planned capitel projects $179,148,000
CAPACITY
- Water system average day capacity (mgd)° 30
CONNECTION FEE PER UNIT | __ |
Cost per average daily consumption (mgd) - $6,971,600

Cost per average daily consumption (gpd) R 5.97

1 Based con depreciated Schaal & Wheeler component cost estimates,

2 Based on estimated cost of Curtis well at $2.5 miiion and Pinewocod well at $1 mﬂhon
3 Engineering estimate.

BARTLE WELLS ASSQCIATES
F\Jobs\Mitpitas-314C\Wilpitas Water Connection Fee Tables BW New Conn Fee,3/17/2003
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Table 7-3
City of Milpifas - Financial Utility Master Plan
Water Connection Fees for Sample Customers

Customer Profile

Dweling - Front Est Use’ Connection Fee Comparison
Lot Size' Units  Footage® (avg gpd) Current Recommended
Fee descﬁption Fee per acre plus Fee based on
fee per front foot capacity & flow

RESIDENTIAL ' ,
Single family 5,000 ft* 1 71 320 $648 $1,910
Single famify 1/5 acre 1 93 320 $884 $1,910
Multi-family development 20,000 ¢ 10 141 1,850 $1,449 311,642

Estimated fee per unit 145 _ 1,164
Multi-family development (high-density) 1 acre 50 209 9,750 2,372 58,208

Estimated fee per unit 47 1,164
NON-RESIDENTIAL _
Small commercial customer 5,000 ft? nfa 71 320 - $648 1,910
Industrial customer ' 3 acres n/a 361 15,000 4,988 - : 89},"550
Warehouse 3 acres n/a 361 : 1;0{30 4988 - 5,970
Small shopping center 1 acre nfa 209 - 5000 - 2,372 . 29,850

1 Assumes lot is perfectly square,
2 Assumes water main fronts one side of lot,

3 Residential use based on average flows: single family/duplex unit = 32{1 gpd condo/townhouse = 195 gpd

BARTLE WELLS ASSOCIATES
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Table 7-4
City of Milpitas - Financial Utility Master Plan
-Current Sewer Connection Fee & Treatment Plant Fee

Sewer Connection Fee'?®

Sum of the following: _ .
A $6800 per acre of lot ($200 maximum per lot, $800 minimum per resu:lentlai subdmsmn)

B ‘ $3 per front foot of existing sewer within or adjacent to the site ($300 maximum per -
residential lof). Front footage for corner lots shall be the larger of 1) the longest frontage
dimension, or 2) the summation of all frontages less 100"

Treatment Plant Fee
Based on wastewater flow and strength.

Residential {per dwelling unit

Single family or duplex ‘ $880
Multiple family B ‘ w580

Mabile-home park L 440

Commercial/industrial/institutional’
Consecutive peak 5-day dry weather discharge < 5,000 gpd
High strength industrial/commercial ($/hefiday) . . : s 34,200
Resta urants eaz‘rng and dnnkmg estabhshmenfs rei‘au‘ food stores :

Low strength sndustnal!commerc:at ($/hcflday) s ' o $2,600
All 6theérs :

Consecutive peak 5-day dry weather discharge > 5,000 gpd
Fees per unit during consecutive peak 5-day dry weather discharge

Flow (per each million gallons or'fraction thereof) $2,293,957
BOD (per each 1,000 lbs or fraction thereof) 245,251
S8 {per each 1,000 lbs or fraction thereof) 134,008
NH3 (per each 1,000 Ibs or fraction thereof) 1,263,254

1 Front footage fee adopted September 30, 1967,

. 2 Sewer acreage connection fee adopted September 12, 1978,
3 Maximum front footage fee per residential iot adopted September 12, 1978.
4 Peak 5-day discharge shall be established by the City Engineer.

BARTLE WELLS ASSOCIATES
F\MobsWilpitas-314C\WMilpitas Sewer Connection Fee Tables B\S Conn Fee 3/25/2003



Table 7-5
City of Milpitas - Financial Utility Master Plan
Sewer Connection Fee Calculation

BUY-IN VALUE

Estimated infrastricture value :
Sewer-pipe components’ - ST SRR - $84,790,000
Sewerpumpstaﬂqns? e 9,003,000
Subtotal, : Lo ‘ _ . . 93,793,000
Capital tmprovementpmJectsZOOZ!OIB 2011!12‘-’ ' 12,700,000
Total system value + planned capital projects - $106,493,000
CAPACITY

Sewer system/treatment capacity (mgd)® ' L 125

CONNECTION FEE PER UNIT

Cost per mgd - $8,510,440
Cost per god B.52

1 Based on depreciated value of Schaaf & Wheeler pipeline cost est:mates
2 Based on Schaaf & Wheeler pump station cost estimates; assumes 50% deprecnatson
3 City's treatment capacity in the San Jose/Santa Clara Water Pollution _antroi Plant.

BARTLE WELLS ASSOCIATES
F\dobs\Milpitas-314C\WMilpitas Sewer Connection Fee Tables B\S New Conn Fee 3/17/2003
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Table 7-6
City of Milpitas - Fmanclai Utility Master Plan ,
Comparison of Sewer Connectzon Fees for Sample Customers S

Customer Profile

Dwelling Front Est Flow® Connection Fee r‘Cozﬁparison

Lot Size' Units  Footage® {gpd)

Current ~  Recommended

Fee description

Fee per acre plus

fee per front foot capacity
RESIDENTIAL o L o : _
Single family . 5,000 #* oo Tt 224 $282
Single family " 1/5.acre R 93 224 - $399
Multi-family development . 2(),':}'=(J()_'ft"2 10 141 1,850 $698
Estimated fee per unit 70
Multi-family development (high-density}. 1-acre 50 209 8,250 $1,227
Estimated fee per unit ' 25
NON-RESIDENTIAL _
Small commercial customer | 5000f% .na 71 224 $282
Industrial customer - 3acres n/a 361 15,000 2,883
Warehouse & , 3 acres n/a 361 1,000 2,883
Smaill shopping center 1 acre n/a 202 - 5,000 1,227

1 Assumes lot is perfectly square.
2 Assumes sewer main fronts one side of lot.
3 Residential flows based on City of Milpitas’ projected flows: single famlly 224 .gpd; multi-family unit = 165 gpd.

Fee based on

& flow
$1,808
31,808

$14,058
1,406

$70,290
1,406

- 51,908
$127,800
$8,520

$42,600

BARTLE WELLS ASSOCIATES
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Table 7-7

City of Milpitas - Fmancual Utility Master Plan’ .
Storm Drain Fadilities and Replacement Value

 Depreciated Value

Original Total Replacement

Year Installation Cost Costs (2002 Dollars) (2002 Dolars)
Pre 80/81 351,185,786 $208,575,082 $69,525,327.20
80/81 082,926 2,032,070 ‘ 459,156
81/82 1,785,146 3,690,553 2,214,332
82/83 441,682 © 804.251 408,636
83/84 304,851 456,530 282,179
84185 2,371,564 3,610,027 1,968,698
85/88 712,782 1,082,336 630,868
86/87 1,353,937 1,886,681 . 442788
B7/88 1,558,375 2,086,742 1,502,454
88/89 481,501 844 617 476,942
89/90 201,293 260,445 197,838
90/91 1,163,394 1,474,687 863,953
91/92 676,176 834,355 667,484
92/93 975,176 1,189,449 822,175
93/94 851,176 1,123,480 822,459
94/95 458,307 539,165 - 483,873
85/98 1,453,172 1,703,817 1,498,359
96/97 490,666 575,110 517,599
97/98 1,048,078 1,182,817 1,087,484
88/99 96,894 108,647 102,128
99/00 4,222,143 4,753,837 4,302,655
00/01 118,810 122,448 < 119,997
01/02 1,668,785 1.669.785 . 1.668,785
Subtotal 74,681,420 240,417,931 91,157,871

1 Cost useful life and age of storm system mvento;y installed in FY 80/81 and Iater are based
upon values provided in the FY 02 GASB 34 Engineering infrastructure Report :

2 Original installation costs of Storm Systems installed priof to FY 80/81 are calculated based
upon vatues provided in the utility sysiem inventory maintained by Land Development less value
of storm system infrastructure provided in the 01/02 GASB 34 Engineering Infrastructure report.
Storm systems installed prior to FY 806/81 are assumed to have an average age of 30 years and
an average useful life of 45 years.

3 Total replacement costs are escalated using the Engineering News-Record San Francisco

Construction Cost index.

Bartle Wells Associates

F:Jobs/Miipitas/314/Storm Drain Connection Fees/Repl Value;3/17/2003
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Table 7-8
City of Milpitas - Financial Utility Master Plan
Storm Drain Infrastructure Capacity Improvements

Estimated

Cost

Capital Improvements (1) 318,000,000
‘Near-Term Equipment (1} 2,000,000
City identified CIP 4,913,000
Total Cost 24,913,000

1 Schaaf & Wheeler Storm Drain Master Plan, July 2001,

Bartle Wells Asscciates
F:Jobs/Milpitas/314/Storm Drain Connection Fees/Master Plan imps;3/17/2003



Tahle 7-9
City of Milpitas - Financial Utility Master Plan
Land Use and Runoff Potential

- ; Runoff Runoff
Land Use Category Acreage (1) Factor {2) Acreage
Single Family Residential 4,200 0.4 - 1,680
Multi-family Residential 570 0.7 389
Commercial/industrial 3,040 0.9 2,736
Agricultural 240 0.2 48
Open Space 810 0.0 4]

8,660 nfa - . 4,863

Total

1 Provided by the City of Milpitas

2 Schaaf & Wheeler Storm Prain Master Plan, July 2001.

Bartle Wells Associates
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Table 7-10

City of Milpitas - Finangcial Utility Master Plan
Storm Drain Connectio:j Fee Calculation

Value of Existing Facilties

Value of Master Plan Improvements (1)
Total o

Total Runcif Acres

Conriéction Fee per Runoff Acre

Connection Fee per 100 Square Feet of Runoff Surface

1 Includes capital improvement projects and near-term equipment requireménis.

$91,157,871
24,913,000

- 116,070,871

4,860

$23,880"

855

Bartle Wells Associates
FiJobs/Milpitas-314C/Storm Drain Connection Fees/New Conn Fee;3/17/2003



Tabie 7-11

City of Milpitas - Financial Utility Master Plan

Storm Drain Connection Fees for Sample Customers s
Impervious

Lot Size Dwelling  Runoff Surface - Storm Drain
(sq. feet) Units Factor M{s.q. feet}‘ Connection Fee
RESIDENTIAL : SRR
Single family residence 5,000 1 0.4 2,000 $1,100
Single family residence (1/5 acre) 8,712 1 0.4 3,435 $1.817
Multi-famity develepment 20,000 10 0.7 . 14,000 ) $7.700
Estimated fee per unit . T o - $770
Multi-family development (high-density) 43,560 50 07 30,492 $16,771
Estimated fee perunit _ $335
NON-RESIDENTIAL _ . S ‘ ‘ ,
Small commercial customer 5,000 n/a 0.8 4,500 $2.475
Industrial customer (3 acres) 130,680 n/a 0.9 117,612 $64,687
Smali shopping center (1 acre) _ 43,560 na 0.9 39,204 $21,662

Bartle Wells Associates
FrJobsiMilpitas-314C/Storm Drain Connection Fees/Sample Fees 3/17/2003
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8 SURVEY OF REGIONAL RATES & CONNECTION FEES

The rate survey information presented in this section presents comparative information
on regional water, sewer, and stormwater rates and connection fees. Each of the agencies
surveyed operates under a unique set of conditions and has different utility infrastructure,
operational constraints, levels of service provision, customer base, water usage profiles,
financial conditions, and policy objectives. As such, the surveys should be used for
informational purposes only.

Utility charges are typically collected via monthly or bi-monthly billings. However,
some agencies collect all or a portion of wastewater and/or stormwater charges on the
property tax rolls. The rate survey shows all rates on a bi-monthly basis.

Many of the agencies surveyed have connection fees that can vary based on a wide range
of factors mcludmg estimated utility use, meter size, lot size, front footage, size of water
or sewer main fronting property, and location. . ‘The connection fees shown in this survey
are based on agency estimates for typical customers in each class,

8.1 Water Rate Survey

Table 8-1 summarizes the results of a survey of single family residential water rates from
14 regional agencies.. All of the agencies strveyed had rates that included a fixed
bi-monthly service charge and quantity chatges for metered water use. The fixed |
component ranged from $5.86 to $18.00 bimonthly. Milpitas fixed charge of $12.90 is
very close to the average of $12.68. The quantity rate structures vary with some agencies
charging uniform tates for all residential water use and others chargmg tiered rates with
anywhere from 2 to 4 rate tiers. - :

Because each agency has a different rate structure, Table 8-1 compares bi-monthly bills
for customers using low (15 hef), moderate (25 hef), and high (50 hef) amounts of water.
Charts 8-A — 8-C compare bi-monthly rates for the three consumption levels. -

Milpitas' current residential water rates are low by regional standards for all three
consumption levels. The City had the second lowest charge for customers using a low 15
hef, the lowest charge for residential customers using a moderate 25 hef, and the fourth
lowest rates for customers using 50 hef in a bi-monthly billing period.

The charts also show Milpitas projected bills for 2003/04 for informational purposes
only. This is not a fair comparison with other agencies’ 2002/03 rates. Other regmnal
agencies will also be adopting rate increases for 2003/04."

Table 8-2 shows information on regional _commercial waﬁer rates and compares
bi-monthly bills for a hypothetical small commercial customer with a 5/8" or 3/4" meter

~ using 20 hef of water, The estimated bills range from $22.45 to $60.20. Mﬂpfcas had the

highest water bill for the sample customer.

City of Milpitas - Financial Utility Master Plan - 8-1
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8.2 Sewer Rate Survey

Table 8 3 and Chart 8D compare regmnal Smgie famﬂy reszdentlal sewer rates AH but
one of the agencies charges flat rates for residential wastewater service. The City of San
Mateo's rates are based on average winter water use dunng the ‘winter months (N ovember
— March). Bi-monthly. equwalent charges ranged from $16.70 to $51.20. M11p1tas S
currently has the third highest sewer rate of agencws surveyed w1th a blumonthly charge
of $42.29, about 21% higher than the survey average of $34. 90

Table 8-4 summarizes information on regional commercial wastewater rates.
Commercial sewer rates typically vary by customer class based on the estimated
wastewater strength of each type of business. Industrial sewer rates are usiially based on
estimates of éach mdivxdual customer s sewage strength as determmed by actual
sampling data.

Table. 8-4 also compares bi-monthly bills for a hypothetical small commercial customer
using 20 hef of water. The estimated bills range from $29. 60 to $68 80 Mﬂpltas charge
of $31.34'is among the lowest of the cmes surveyed .

8.3 Storm Drain Rate Survey

Table 8-5 summarizes the results of a single family residential stormwater rate surveyt ‘
The bi-monthly rate inthe cities surveyed ranges from $0.32 to $8.50 perresidence. Of
the SCURPPP members surveyed; only Milpitas, Mountain View, and Sunnyvale do not
currently have a storm charge in place. As also shown in the table oniy San Jose and San
Mateo County have mcreased thezr charges since 2001/02 '

All respondents who had not rmsed thetr charge stated that they had not done S0 because
of concerns about Prop. 218 and the Salinas decision. San Jose believes itself to be
exempt from Prop. 218 as a storm sewer service provider. San Mateo County does not
believe its fee to be property-related. Palo Alto believes its fee is. subject to both the -

notification and voting procedures of Prop 218 and held a vote to increase its fee in 2000
The vote failed. :

Many agencies do not have a separate stormwater service charge. These agencies
typically fund their storm drain operations from either the general fund, other utility
enterprises, or a combination of both. For example, the City of Sunnyvale has
historically treated its storm drain services as part of its wastewater enterprise and has
funded storm drain operations using sewer rates.

8.4 Combined Utility Rates

Table 8-6 compares combined bi-monthly water, sewer, and stormwater rates for a |
typical single family residence. The combined utility charges range from $64.77 to -
$110.87 with an average rate of $92.88 and a median rate of $92.21. Milpitas has the

third lowest combined charge of $86.29, about 7% below the survey average. The survey
results are also presented on Chart §-E.

City of Milpitas - Financial Utility Master Plan _ 8-2
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With the rate recommendations, Milpitas combined bi-monthly bill for water and sewer
services would rise from $86.29 to $96.33 for a typical single family residence. This
represents an increase of about $5 per month. Again, much of this increase is needed to
recover costs that are out of the City's control including wholesale water costs and
operating/capital costs of the regional wastewater treatment plant.

Chart 8-F shows combined water and sewer charges for a hiypothetical small commercial
customer using 20 hef of water in a bi-monthly period. Milpitas current combined -
charges are slightly below average.

8.5 Water Connection Fee Survey

Table 8 7 shows a sufvey of reglonal ‘water connection fees. Mlipﬁas current fee fora
typical single family residence is about $884. This i is lowest of public water agencies
surveyed. Residents of Campbell and Los Gatos are served by the San Jose Water
Company, a private company that cannot charge connection fees; single family
residences are charged a meter installation fee of about $3,300. The recommended single

family residential connection fee of $1,910 will remain the lowest of the other regional
public agencies shown.

The table also calculates connection fees for a hypothetical high-density multi-family
development and a small commercial customer. The City's current water connection fees
for these customers are also the lowest of the public agencies surveyed.

8.6 Sewer Connection Fee Survey

Table 8-8 shows a survey of regional sewer connection fees, which include fees for
wastewater collection and treatment. Milpitas' current fees for a typical single family
residence total about $1,162. This is among the lowest of the agencies surveyed and is
far below the $3,732 average of the other agencies' fees. The recommended single family
residential connection fee of $2,788 will remain lower than the current regional average.

The table also calculates connection fees for a high-density muilti-family development
and a small commercial customer, The City's current sewer connection fees for these
customers are also among the lowest of the agencies surveyed.

8.7 Storm Drain Connection Fee Survey

Table 8-9 shows results from a survey of regional storm water connection fees. The table
also shows examples of the City's new fee recommendations. A number of the agencies,
including Milpitas, do not currently charge storm drain connection fees. Of those

agencies with storm drain connection charges, the fees range from $270 to about $4, OOO
per single family residence.

" City of Milpitas - Financial Utility Master Plan 8-3



Téable 8 9 also calcuiates connectlon fees for ¢ a sample hlghudensny multi-faniily -
development and a small commerc1al customer The recommended fee for a multz famﬂy
development would be the hlghest of the agenmes surveyed

8 8 Combmed Connectmn Fees

Chart 8-G compares: smgie fmnlly re51dent1a1 water, sewer, and storm dram connectmn
fees for 12 regional agencies. The fees assume a typical single family residence is ..

located on lot one-fifth of an acre, or about 8,700 square' feet, in area. The combineii fees 5

range from about $2,000 to almost $12,000. Milpitas' current combined connection fees
of $2,046 are the lowest of the agencies surveyed — less'than half of the next lowest - -
agency — and are substantially below the regional average of about $8,200. The chart
also mcludes Milpitas' recommended utlhty connectlon fees whzch total abotit $6 600 and
would remam low by reg1onal standards

City of Milpitas - Financial Utility Master Plan ' 8-4
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Table 8-1 :
City of Milpitas - Financial Utility Master Plan
Single Family Residential Water Rate Survey - 2002/03

Fixed Quantity "~ Quantity - Total Bi-monthly Bill

Billing Charge Rate Charge Low Maderate High
City Cycle (Bi-monthly)  Structure per hef 15 hcf Rank 25 hef Rank 50 hof Rank
Campbell Monthfy $17.74 uniform 1.63 $4219 10 $5849 8 $99.24 5
Cupertino Monthly 1774 uniform. . 1.63 4219 10 5849 8 99.24 5
Fremont Bi-monthly 8.90 "uniform - 1.88 - 3703 8 55.78 6 102.65 9
L.os Gatos Monthly 17.74 uniform 1.63 4219 10 58.49 8 99.24 5
Milpitas Bi-monthly 12,80 2 tiers. 1.02-214°° = 2820 2 4400 1 97.50 4
Mountain View Monthly 7.40 4 tiers 1.09-4.46 37.55 8 59.95 12 17145 14
Palo Alto Monthiy 10.00 2tiers - 1.91-245 . 4297 14 6747 14 128.72 13
San Jose (Muni.) Bi-monthly 11.70 4iiers - 1.22-1.84 3022 3 4462 2 86.62 3
San Jose (W. Co.) Monthly 17.74  uniform 1.63 42.19 10 5848 8 99.24 5
San Mateo Monthly 1256  uniform 0 1.92 4136 8 860.56 13 108.56 11
Santa Clara Monthly 10.40 uniform © 1490 3281 4 4775 3 85.10 2
Santa Cruz ' Bi-monthly 18.00 3 fers 0.76 - 3.31 _$3675 5 $5485 5 311540 12
Sunnyvale Bi-monthly 5.86 4 tiers 0.84-1.78 2452 1 4786 4 81.43 1
Urnign City Bi-monthly 8.90 vniform 1.88 3703 6 55.78 8 102.85 9
Average 12.68 ' 36.94 55.18 105.48
Median 12.13 o , 37.29 57.13 99.24
Minimum 5,86 ‘ 24.52 44.00 81.43
Maximum 18.00 42.97 67.47 171.45

Rates apply to each agency's smallest base meter size, which is typically a 6/8" or 5/8" x 3/4" meter.

BARTLE WELLS ASSOCIATES
F\Jobs\Hesperia-264EWP\Milbitas Phase 2 Tables N\W Rate Comp,3/17/2003,9:52 PM
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Table 8-2
City of Milpitas - Financial Uiility Master Plan

Regional Commaercial Water Rates Bi-Monthly
Consumption Service Charge
Agency Bifling Flat Charge Charge {20 hcf)
Santa Clara Monthly Charge based on meter size $0.60 per hef $22 .45
' Ranges from $5.20 {5/8" meter} - $399.40 (14" meter}
Sunnyvale ' Bi - Monthly Charge based on meter size ™~ 7-tiered rate structure 24.82
Ranges from $5.85 (5/8" meter) - $29.26 (2" meter} Ranges from $0.83 - $1.92 per hof
San Jose (Muni) Bi - Monthly Charge based on meler size Tiered depending on zones 4£0.50
Ranges from $11.70 (5/8" meter) - $550.00 (10" meter) Ranges from $1.44 - $1.67 per hef
Los Gaftos (SJWC) Bi - Monthly R Charge based on meter size - $1.63 ber hcf tﬁ gy
R_amges fremn $8.87 (5/8" meter) - $750.00 (10" meter.)r
Campbell {SJWC) 8i - Monthly Charge based on meter size $1.63 per hof 41.47
Ranges from $8.87 (5/8" meter) - $790.00 (10" meter)
Fremont (ACWD) Bi - Monthiy Charge based on meter.size : . $1.63 pe:r_‘-hcf 41.50
Ranges from $8.90 (5/8” meter) - $1,144.00 (14" metes)
Union City (ACWD) Bi - Monthly Charge based on meter size $1.63 per hef | 4150
Ranges from $8.90 (5/8" meter) - $1,144.00 (14" meter) : o
Mountain View" Monthly Charge based on meter size & bagkflow $2.33 per hef 49.52
e.g. 344" charge is $3.70 wfo backflow, $14.40 w/ backfiow Ranges from $1.08 - $2.24
San Mateo Menthly Charge based on meter size ) $1.92 per hof 50.96
Ranges from $6.28 {5/8" meter) - $149.14 (10" meter)
Santa Cruz Bi - Monthly Charge based on meter size $1.81 per hetf 54.20
Ranges from $18.00 (5/8" meter) - $4,140.60 (14" meten) o
Palo Alto Bi - Monthiy _ Charge based on meter size $2.55 per hef 56.00
R_ar_:_qes from $5,00 (5/8" meter) - §100.00 (10" meter} L
Milpitas Bi - Monthly Chérge based on metér size . $2:33 per hof | 80.20

Ranges from $13:60 (5/8" meter)’-$332.25 (10" meter)

* Average of 3/4" meter charge with and without backfiow prevention shown.

BARTLE WELLS ASSOCIATES
Fillobsfclientificider/Milpitas Phase 2 Tables N;Comm Water;3/17/2003;9:53 PM
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- Table 8-3
City of Milpitas
Single Family Residential Sewer Rate Survey - 2002/03

o L. Fxed o Quanfty
Billing Rate .Charge = Charge Bi-monthiy
City Cycle Structure (Bl monthiy) per hof- Bill Rank
Gampbelf* - Annual flat rate $33.00 . - $33.00 6
Cupertino* Annual flat rate . 38.00 - 36.00 9
Fremont ' Annual flat rate 3133 . - 31.33 4
Los Gatos* Annual flat rate 33.00 - 33.00 6
- Milpitas® Bi-monthly flat rate 42297 - - 4229 11
Mountain View Monthly fiat rate 28.80 - 28.80 3
Palo Alto Monthly fiat rate 28.00: : - 28.00 2
-San Jose* , Annual fiat rate 3792 o 37.92 10
San Matec™* Annual quantity rate - 2.74 49.32 12
Santa Clara® Monthly : flat rate 16.70 : - 16.70 1
-Santa Cruz Bi-monthiy flat rate 5120 - 51.20 13
Sunnyvale Bi-monthly flat rate 34.84 - 34.84 8
Union City Annual flat rate 31.33 : - 31.33 4
Average 34.90
Median 33.00
Minimum 16.70
Maximum 51.20

* Tributary agency to San Jose / Santa Clara Water Pollution Control Plant.

* Charge based on avgerage winter water use (Nov - March), bi-monthiy bill assumes 18 hcf of d:scharge

BARTLE WELLS ASSOCIATES
F/Jobs/client#ffolder/Miipitas Phase 2 Tables N\WW Rate Comp;3/17/2003;8:53 PM
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Table 8-4
City of Milpitas - Financiat Utility Master Plan

Regional Commercial Sewer Rates
) Bi-Monthly
‘ Flat Charge Consumption . Service Charge
Agency Billing (Bi-Monthly Equivalent) . Charge {20 hcf)
Campbell (WVSD) Annual None Based on water use $29.60

. Comm. ranges from $1.48 - $3.26
- Industrial ranges from-$1.33 - $5.05

lLos Gatos (WVSD) Annual None - ‘ o Based on water use 29.60
Comim. ranges from $.48 - $3.26

Industrial ranges from $1.33 - $5.05

Milpitas ) Bi- Monthly $7.14 7 Varies by type of business 31.34
Ranges from $1.11 - $3.37 {restaurants) per h_qf
San Jose Annual None Based on customer class and strength "~ 34.40
: and previous year's winter water usage
. Ranges from $1.72 - $3.07 per hef
Santa Clara, Monthly $18.56 ) . ' " Varies by type of business ) 37.96
' ’ ‘ v - Ranges from $0.97 - $2.29 per hef : ’
Sewage volume Is {aken as % of water use .
San Mateo Annual Norne ' _ Based on customér é%éss and strength - E 54.80
: -~ and previous year's winter water usage
Ranges from $2.74 - $6.14 (restaurants) per hef.
Mountain View - Bi - Monthly $14.68 . e Varies by type of business C 56.68
_ _' Rar}ges‘fr'om $2.10 - $2.58 (restaurants} per hcf .
Fremort (Unicn SD) Annual $27.67. . . . Based;e%tﬁléf on icading averages (Volume, SS, CO__L'ﬁ 60.58
- or on parcel strength ($1.81 - $3.86 per 1,000 gallons) - '
Union City (Union SD) Annual S $27.687 Based:either on loading averages (Volume, $S,.CQD) - 60.58
: or on parce! strength ($1.81 - $3.86 per 1,000 gallons}
w5 Restaurant rate =.$4.72-per 1,000 gallons .. '
Santa Cruz Monthly Based on discharge streégth'(é classes) __B:é'séd én discharge sir_engi%h' {4 comm. ciéééeé) 65.00
Ranges from $28.00 - $60.80 ST Ranges from $1.80 - $4.24
Palo Alto - Bi - Monthiy. . . S %1400 - IR Varigs by type of business ) 68.80

Ranges from $2.74 - $5.15 {restauranis) per hcf

BARTLE WELLS ASSGCIATES
Filjobsiclientf#ifolderMilpitas Phase 2 Tables N;Comm Sewer;3/17/2003,2:53 PM



Table 8-5
City of Milpitas L ) ‘
Single Family Residential Stormwater Rate Survey

SUoo200M02 0 . 2002/03
_ SCVURPPP: . Bi-Monthly Bi-Monthly

City Member " .- EquivRate - - Equiv Rate
Fremont . 000 $0.00°
Union City - 000 . 0.00
Milpitas , ' X ... Doo .0.00
Mountain View.. X . 000 P 000
Sunnyvale X 0.00 . - 000
Santa Clara X .o g 032 .. 0.32
San Mateo s Co 0587 0.99
Cupertino : X ' 2.00 . -.2.00-
Los Gatos X 3.38 3.38
Campbell : X : 3.38 3.38
Santa Cruz* - S $3.54 ' 3.54
8an Jose X 6.74 7.00

Palo Alto -~ X a 8.50 : 8.50"

* Residents pa§ an additional flood zone chargé of $14.56 bi-monthly.

BARTLE WELLS ASSOCIATES
F:/Jobs/client#/folder/Milpitas Phase 2 Tables N:Storm Rate Comp;3/17/2003:9:53 PM
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Table 8-6
City of Milpitas _
Single Family Residential Combined Bi-Monthly Rate Survey - 2002/03

City .. .. Water .. - -Bewer Stormwater Total Rank
Santa Clara™ $47.75 ¢ TU$16.70 $0.32. 7. L $64.77 1
Sunnyvale = 4786 - 3484 000 8270 2.
Milpitas 44.00 _ 42.29 0.00 86.29 3
Fremont, 55.78 o 31.33 000 87.11 4
Union City 55.78 L 3133 0.00 87.11 4
Mountain View 5985 = 2880 0.00 88.75 B
San Jose (Muni.) 4462 ar.e2 7.00 - 89.54 - 7
Campbell 58.49 33.00 3.38 94 .87 8-
Los Gatos . £8.49 = 33.00 3.38 94.87 B
Cupertino 58.49 ' 38,00 2.00 96.49 10
San Jose (W. Co.) 58.49 36.00 2.00 96,49 =100
Palo Alto 6747 . 28.00 8.50 103.97 12
Santa Cruz 54.85 - 51.20 3.54 109.58 13
San Mateo 80.56 49,32 0.99 110.87 14 .
Average 5518 34,98 2.22 82.39

Median 5713 33.92 1.49 92.21

Minimum 44.00 18.70 ¢.00 64.77

Maximum 87.47 _ 5120 - 850 110.87

Notes: Water bill based on 25 hcf bi-monthly consumption.
Sewer bill based on fixed charge or 18 hef bi-monthly discharge.

BARTLE WELLS ASSDCIATES
F:/Jobs/clien/#/iolder/Milpitas Phase 2 Tables N;Combined:3/17/2003:9:53 PM
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Table 8-7
City of Milpitas - Financial Utility Master Plan
Water Connection Feg Survey

Singie Multi-Family Smal

.+ Family High-Density Commercial

Résidence Development Customer
Customer Profile L
Lot Size 1/6 acre 1 acre 5,000 ft*,
Dwelling Units 1 50 .nla.
Front Footage a3 209. A
Average Usage (gpd) 320 8,750 320
Meter Size 3/4" 4" 3/4".
Water Connection Fees' L
Milpitas’(current)® $884 31,812 $708.
Milpitas (recommended) - 1,810 58,208 .. 1.810
San Jose (Muni) 3,286 10,000 * - 3,286
Palo Alto 3,353 8,050 3,353
SantaCruz 3,356 167,800 3,356
Sunnyvale © 3,819 22,047 3,083
M.qginrtain View - 5,800 13,000 4,400
Fremont (ACWD)? 7,978 200,559 - 6,967
Union City (ACWD)? 7,978 200,559 : . 6,967
Santa Clara® e 11,353 32,254 11,353
Average of other public agencies 5,878 81,534 5,346
Campbell (SJWC)® 0 0 0
Los Gatos (SJWC)? 0 0 0
Average of all cities 4,355 59,462 3,852

1 Fora typica% customer in eéch classification.
2 Includes estimated front footage charges.

3 San Jose Water Company is a private water company and cannot charge connection fees;
Singie farnily residences are charged a meter instailation fee of $3,286,

4 Estimated.

BARTLE WELLS ASSOCIATES

FJobs\Miipitas-314C\Milpitas Water Connection Fee Tables B\W Conn Fee Survey 4/41/2003
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Table 8-8

City of Milpitas - Financial Utility Master Plan
Sewer Connection Fee Survey

Single Multi-Family Small
“Family High-Density Commercial

. Residence Development Customer
Customer Profile Chein
Lot Size 1/5 acre 1 acre 5,000 ft*
Dwelling Units 1 50 Linfa
Building Square Footage 2,000
Front Footage 93 209 .. S
Sewer Flow 224 8,250 224 - 244
Sewer Connection Fees'™ R
Milpitas (current) ‘ $1,162 $35,727 '$1,080
Milpitas (recommended) - 2,788 104,780 2,687
Mountain View + 5,200 11,800 5,200
San Jose (Muni) 1,227 32,233 1,178
Santa Clara 1,442 39,350 - 4,509
Sunnyvale 2,187 67,650 2,187
Paio Alto” 5,046 10,082 5,046,
Frémont (Union SD) 2,710 135,500 2,560:
Union City (Union SD) . - - 2,710 135,500 2,560
Campbell (WVSD) : 7,800 28,000 7,400
Los Gates (WVSD) 7,800 28,000 7,400
Santz Cruz 1,200 45,000 1,200
Average of other agencies 3,732 53,303

"1 Fér a typical customer in each classification. o
2 Includes connection fees for wastewater collection and treatment where applicable.
3 Fee is for sewer lateral; there is no fee for sewer trunk fine or treatment plant capacity.

- 3,924

BARTLE WELLS ASSOCIATES

F\Jobs\Mitpitas-314CWilpitas Sewer Connection Fee Tables B\S Conn Fee Survey 3/17/2003
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Tabhle 8-8
City of Milpitas - Financial Ufility Niaster F’lan
Storm Drain Connec‘aon Fee. Survey

Famlly o yoi ngh Density

Small
Commercial

Customer

R_essdence Development

Customer Profile s
Lot Size o 1/5 acre - facre
Impervious Surface Area (est ft‘) L2000 +:30,492
Dwelling Units =~ "+ : R N )

Storm Draln Connection Fee A TR
Milpitas (current) B R SR o Co T 0
Milpitas (proposed) _ 1 917 16 771

Mountain View SR S 758‘7 R Iz'-a3790
San Jose . - 270 1,815
.Sania Clara’ SR PR o 4|039 LY 4,039
Sunnyvale . A 1003 ' 4,853
Palo Alto . ‘ ‘ 0 0
Fremont T SOt + I 0
Union City oo B o o 0
Campbell 2,000 2,250
Los Gatos™ B .| RN 3,000
Santa Cruz ' S0 0

Average of other cities -~ .. BB .. 1,975

5,000 ft
4,500
na.

$0.
2,475
,4315:j
405

4,039
1,003

087

851

BARTLE WELLS ASSOCIATES
F\JobsWllpitas-314CAStorm Drain Connection Fees\SD Conn Fee Survey,4/23/2003

Y



gl

; Chart 8-A

Single Family Residential Bi-M

50.00 o - e
40.00
35.00
30.00
25.00
20.00
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10.00

5.00

0.00

: onthly Water Bills
Low Consumption (15 hef) =~

Rates for 2002/03 shown; Milpitas projected rate for 2003/04 shown for.'bdm,éa'riSan only.

BARTLE WELLS ASSQCIATES
F: Jobs/Calistoga/Milpitas Phase 2 Tables NAWLow,3/17/2003
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§fcm w ‘Single Family Residential Bi-Monthly Water Bills
‘Moderate Consumption (25 hcf).
7000 |
60.00
50,00
4000
3000
20.00
10.00
0.00
| |
&
Rates for 2002/03 shown; Milpitas projected rate for ‘2053/234 shown for -'Cthpaffsoﬁ-'o'nfy;

BARTLE WELLS ASSOCIATES
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Chart 8-C

Single Family Residential Bi-Monthly Water Bills
High Consumption (50 hcf)
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180.00 - o o R
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2002/03 Average = $105.48 ___ _
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Rates for 2002/03 shown; Milpitas projected rate for 2003/04 shown for comparison only.

BARTLE WELLS ASSOCIATES
F:Jobs/Calistoga/Milpitas Phase 2 Tables N/WHigh,3/17/2003
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Chart 8-D - L o _

Single Famiﬁy?eswéﬂ}aé'!“?Béi

60.00

50.00 OO

/03 Average = 3349

40.00 |-
- 2002

30.00

. 20.00

10.00

* Tributary agency to San Jose/Santa Clara: Water Pollution: Control
** Based on 18 hcf bi- monthly wastewater dtscharge :

BARTLE WELLS ASSOCIATES
FiJlobs/Calistoga/Milpitas Phase 2 Tables N/SwrChart,3/17/2003



" Typical Single Family Residential
Combined Bi-Monthly Utility Bills
Moderate Water Consumption'(25 h’,C,f_).

140.00

120.00 — e e B

100.00 -5507703 Average =60

80.00 |——o7 —

60.00 -

40.00 -

20.00 -

0.00 -+

@ Water O Sewer ® Stormwater |

1 Rates for 2002/03 éhbwn; Milpitas projeéted rate fof 2003/04 éf'.)'om}n for‘céfhb'aﬁéoﬁ "dn:'!y..

BARTLE WELLS ASSOCIATES
F:1Jobs/clieni#iifoider/Milpitas Phase 2 Tables N;Combined chart;3/17/2003,9:52 PM
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- Commercial Bi-Monthly Water & Sewer Bills
Small Commercial Customer - 20 hef.of Water Use

Chart 8-F
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| Rates for 2002/03 shown; Milpitas projected rate for 2003/04 shown for comparison only.

BARTLE WELLS ASSOCIATES
F:/Jobsiclienti/ffolderMilpitas Water Connection Fee Tables B;Commi chart;3/17/2003,2:49 PM



 Chart 8-G o -

 Typical Single Family Residential
Combined Connection Fees

14,000
12,000 - ———
10,000 |

8,000 7._._-2992{0§~f§¥_e.‘r§gﬁ§_:‘:_$i.8.1:1§9.......__.__,..__,.,._;__
| B Water, Stormwater .| -

' Includes connection fees for water syster; sewer collettion system treatment plant, :and-storm drain 'system where applicable.

BARTLE WELLS ASSOCIATES
F:fJobs/clieny/#fiolder/Milpitas Water Connection Fee Tables B;Combo Conn Fees Chart;4/23/2003;10:16 PM

il



APPENDICES

q,tJQ)
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City of Milpitas - Water Capital Improvement Plan
City of Milpitas - Sewer Capital Improvement Plan

City of Milpitas - Storm Drain Capital Improvement Plan

City of Milpitas - Financial Utility Master Plan
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Clty of Milpitas Proposed Water System Capltal improvement Program
Growth Prefects fundsd by Connectlor Fees
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Tahle 3

Gily of Miipitas Sewer System Capital improvement Program

Improvement Projects fanded by Sewer Fund (Rates} . .
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Table 4

Cify of Miipitas Sewer Syster Gapital Improvement Prajects -
_Gmwlh Projects funded by Connection andfor Treatment Plant Fees
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Sity of Milpitas Storm System Capital Iimprovement Progeam

Keeds Funding Source
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APPENDIXB

Schaaf & Wheeler Water System Pipe Components, Estimated Replacement Costs, and
estimated current depreciated value

Schaaf & Wheeler Water Tanks and estimated current depreciated value
Schaaf & Wheeler Water Booster Pump Stations and estimated current depreciated value

Schaaf & Wheeler Sewer Systern Pipe Components, Estimated Replacement Costs, and
estimated current depreciated value

Schaaf & Wheeler Sewer Lift Stations and estimated current depreciated value

City of Milpitas - Financial Utility Master Plan
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Schaaf & Wheeler Worksheet B - Water System Pipe Components and Estimated Replacement Costs

Enter Current SFENR Date (mmivvyvy Erfiet Curmart Yosr Firdss Coupling Unk Coxl
=nter Cusrent SFENR Construction Cost index 203 _
A 1B [ E F Bl 1T 141K T WM IN=M-Yeari) D [P(GHrG R 3 T=R'E | U=+ SeT
Valve Unit
Cost {8} Plpe Reph. { AGWP & ACP
Plge Plpe Plpe {¥e Pipe {see Coupling | Cogt (3LF} Disposal Total Pipe | Total Cost Egtimated Value

W-plat} Section Gilameter Length: Pipe ARY | Year Pipe|Expectancy| Lifeleft | Werksheet  Valve Cost Cost (see . ($/LF) (see |Rept ti - Current Fab 2003 {8}

# # Stieet {inches) | (FT) | Materlal | S G | FH | BO | A8V | Installed {ys} {yr} Dy {%) {3} ‘Worksheet C}f Worksheet Ejf  Cost (§) SEENR (B SFENR=7421
- SFENR Gonstuction Costindex 1410 410 7684 76841 Tead 7521

3 [ Caiffornia Cit 12 830 { ACWE [ ¢ 2 1 [i] [1] 4985 85 7 52,155 $166 367,659 $84, 128 $166,427 $131 184
3 6 Dixon Landing Rd 12 260 ACWE [ 1] Q 0 Q 1946 85 7l $2.155 3166 333,561 343,231 £81,10% $63,929]
4 3 Calitornia Cir 12 250 ACWE Q 2 & Q 0 1988 a5 &7 $2,155 3168 $33.191 343,231 $85,653 $67,515}
5 6 off McCarthy Bivd 4 225 WS & 0 0l 0 0 1995 a5 27 31,365 0 148 3120 20 $27,075 $30,875 $23,821
8 3 off McCarthy Blvd 4 180 WS "] 1] 0 0 1] 1935 35 27 31,365 ] 148 $120 20 $22.863 $26.592 520,514
6 235 McCatihy Bivg 3 2,200 PVC ki) 0 0 & 0 1995 bitl 52 $131¢ 30 33 148 3114 0 251,608 3258407 5‘229‘7&}{
7 5 McCarthy Blvd 14 800 BIP 6 0 5 250 1995 100 92 $3,142 18,854 148 5178 0 142 007 167,755 $154,335)
T § Ranch Rd 16 530 i 3 g 2 Q G 1938 140 &2 §5.035 $15,105 , 148 3180 0 100,860 122021 12,260
7 2,3,6 MeCasthy Bivd 3 1,650 PVG 9 G 8 ¢ [ 1895 76 52 $4.31% 0 3,148 $114 0 $188,706 $195,386 $173,006
] 5 off Ranch Or 14 520 DIF 1 Q 0 0 0 1995 100 52 $3,142|. 3,442 3.148 178 0 $94.579 £102,392 384,201
8 ] Ranch Dr 18 1,180 PV 5 [ 5 4 G 1985 79 52 $5.035 $25,175 33,548 3180 30 $224,780 $258 672 5229‘1@ ’
8 235 McCarlny Bivg 14 2,170 for]od 12 ] £1 o 0 1885 i0e 92 3 142 337,709 53,148 175 30 $365,193 $435, 157 $400,354;
) 5,6 Raneh Dr 4 350 PVC 1 0 1 0 a 1995 i0 62 3,142 33,442 $3,148 3178 £0 $62.528 $66.877 361,887
8 3 Cypiess D i4 1,850 DiP 3 G 0 k1] k] 1895 100 92 33,142 $8.427 $3,148 $178 0 $186,384 $202.972 $186,734
g ] Beliew Dy 14 480 ACP -4 4 3 & ] 1995 85 7 3,142 312,570 3,148 78 $53,496 120,706 $234,29¢6 $2%2.245
9 2,38 McCadhy Bivd 12 2,130 PVC ] 4 2 0 1 1995 10 62 32,155 $8,620 3,148 166 $0 £354 184 372,885 330,270
g 36 Cypress Dr 12 550 ACP 4 2 2 k4] M 1935 85 77 2,155 34,310 3148 5166 375,318 $98,102 $184,377 167,024
E] 5.6 Bellew Dr 1z 1,130 ACP ] g -] i 2 1585 a5 7 32155 512,920 $3. 148 3166 $144,254 £187.800 £355 022
] 1 off Murphy Ranch Rd 4 725 VG [1] 4 3] 0 a 1983 70 62 $1,3685 $5,460 23, 148 $120 30 387,241 $97,378
it [ Alder Or 12 396 ACWP *] k] 1 4] [ 1835 85 87 32,158 $2,155 3,148} 3166 $49.787 $64.847 $122,270
10 1,2 Bellew Dr 1z 5§50 ). ACP 0 F 3 i 0 0 1995 85 7 32,155 $4,30 3, 148 3168 382,978 5108,078 $202,327
30 1,2.8 Murphy Ranch Rd i2 2240 ACP [1] ] 7 1 4 18385 &5 &7 52,155 £19.385 3 148 166 285,984 372,484 643,915, i:
10 235 Sumac Or 12 1,460 7 ACWE 0 3 5 & 1 $885 a5 87 32,158 36,465 $3,148 166 $186,384 $242.760 £446 922 $352,280
it 3,6 MeCarthy Bivd 12 2070 ACP 0 3 ki 1] 3 1885 85 &7 2,155 £12,355 $3,148 166 $264.252 3344 188 3643.058 $506.881
11 3 Murphy Ranch Rd 12 526 ACWE ] 2 2 Q9 ] 1685 85 7 2,155 4,310 33,148 166 367,071 $87,224 $164 934 $130,008;
11 3 Tasman 2r 1z 530 DiF b P4 e} ] 2 1985 160 Z 32,155 4,310 3,148 G4 $0 4,800 $94.180 $77,228
11 5 Tasman Or 12 486§ ACP o | 11 1] 0] & 1985 85 7 2,155 2165} %3148 166 361,276 $79.852 149,195 $147,600)
11 3.8 McCarthy Bivd 12 2,020 | ACWP 4] 0 & & G 1985 i) 7 52,155 $21,650 33,148 66 $257,870 $335.874 630,374 486 B3
12 3 McCarthy Bivd 12 670 ACWP 9 3 3 o] 0 4965 a5 €7 2, 155 $6.465 $3.148 156 $85,531 $111,404 210,584 3165, 990]
12 3 off McCarthy Bivd 5 540 ACWP ¢] 1 0 4l B 1985 85 57 1,625 $1.625 3,148 139 548 634 61,100 16,724 $52,0061
12 3 Sycamore 12 801 ACWP | O 1i a6l ¢ 1985 85 67 2 155 ) 3,148 $166 $10,213 13,202 27 265 $21,484
12 36 off McCanhy Bivd 5 760t ACWP { O s ] 01 9 1585 35 &7 1625 $3.250 3,148 $139 04,005] 3105536 $199,666 £157,384
i3 3 Arizona Ave 5 155 ACWE 4] 1 g 4] 975 £5 57 35,430 $1.430 3,148 3129 6,243 18,927 41 614 27.806!
13 3 Arizona Ave B 220 ACWE 0 hi 4 G o] 955 85 37 525, 1625 $3,148 3139, 24,317 30,560 60 88 526, 5071,
i3 3 bet Arizonz & Firethomne ] 240 ACWH 0 ] 2 b] 4] 1975 85 57 1,625 %0 Suﬁy $139 526,528 33,327 64,24; £43 080
13 3 Buskirk 5t 5 165 ACWP 1] & 0 0 & 1975 85 57 430 20 $3,148 $i29 17,2681 $25.042 42 47 28,485
13 :] Amur Gt 4 15¢ ACWEP 0 1 g 4] 0 1375 85 57 1,365 £1,365 3,148 $120 14,85 $18,050 $38 24 $£25 649
13 6 Amur Gt 5 0 T ACWE 1 0 | D3 110 ¢ 1675 85 57 430 30 53,148 3129 $4.18 35142 $12,815} 38,5531
13 8 cross N, Milpitas Shvd & 50 ACWE 0 o] g [ 1875 85 57] . 625 31625 3,148 $139, $9,94 $12,488 $27 883 18,888
13 8 Firethorne St 5 430 ACWP 0 2 4 ] o] 1975 85 87 $1,625 $3,250 53,148 13s $47 524 $58,711 $415,801 $72,722
13 [ N, Milpitas Sivd 5 280 BVC | 0 1 o0 0 1575 70 42 1,430 51,430 e3148 129 %0 35,597 £41,469 $24,881%
13 <] N. Mitpitas Bivd & 595 ACWPR ] 0 Q [u] G 1975 84 &7 $1,625 30 £3,448 139 $65 767 382 624 $184,353 $103,507
13 & N. Milpitas. Bivd 8 485 ACWP 0 2 2 0 0 1975 85 57 $1,625 $3,250 £3,148 138 $53 608 67,345 $129,862 $87,084
13 & off N. Mipitas Bivd ] 50 PVC 1] 1 o 0 9 . 1885 . 10 g2 51,430 31430 33,148 $128 G 26,428 $11,374 $8_,_4_4§{
13 8 off . Milpitas- Blvd [§ 80 PVC [i} 1 ol o 1] 1985 70 52 1,430 $1,430 $3.148 128 $0 $10.28% $15.299 $11,365
13 8 off N. Mipitas Bivé 8 415 v 0 1 [+ Q [¢] 1885 70 $2 1,625 $1,625 33,148 13% 50 367 628 63,651 347,313]
13 8 off N. Mipitas Bhvd 8 130 VG k] 1 0 0 0 4985 ) 76 52 1,525 $1.,625 $3.148 3438 36 318052 $23 41% 17,381
13 8 off N Minitas Bivd 8 300 PVC G 1 1 0 a 1985 70 52 1,625 £1,625 , 148 139 30 41,659 47 438 535533
13 8 off N. Mipitas Bive . ] 120 PyC i 0 i 4] 4] o] 1985 B {1} 52| . $1625 $1,625 148 139 39 $16,664 $21,998 316,341
13 5 off M. Milpitas Bivd 8 360 PG k] 3 1 o 0 1985 - ol 828 0 31,625 $4 875 33,148 139 30 345 904 59 348 44, QRT
13 3,6 Firethome Ct 8 328 ACWP G i 1 4] 4] 1975 &5 87 31,629 $1,625 33,448 3139 $35,370 344,435 386,264 $57.8484

Financhai Lty Masier Plan
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Schaaf & Wheeler Worksheet B - Water System Pipe Components and Estimated Replacement Costs

Enter Curent SFENR Date (mmivvwvy Erdof Cutrord YVanr Rinfor Couplag Unk Cost
= nter Current SEEMNR Construction Cost [ndexds
A B [&] £ F G i H | J K L M =M-(Year-L) 0 Fr=(G+H)'0 [#) R S T=R'E | UsP+0+8+T
Vaive Unit
Cost {3} Plpe Repl. | ACWP & ACP
Pipe Pipe Pipe Life Pipe {see - | Coupllng | Cost (3A.F) ’ Disposal Total Pipe | Total Cost Estimated Value
W-Fiat; Section Dizmeter: Length! Plpe ARV | Year Pipe|Expectancy] Life Left | Worksheet | Valve Cost Cost {see (SALF} (see |Replacement] Current Feb 2003 (8}
# # Street {inches} i {FT) | Materiai | B St FH | BO § A8V | Installed {yr} {yr) D} {3} kaaﬂeet C} Worksheet E)]  Cost($) SFENR (3) SFENR=T821"
SFENR Construction Cost Index:i 7410 7410 7 7684 7634 "TEES 7821
14 1 Miment Dr 8 53¢ ACWE 1] 2 . 2 1 1978 8% 57 51,625 $3.250 33,148 139 358 5582 373.558 3141284
14 3 Mimont Dr 12 230 ACWP o] o] 1876 45 5T (52,155 £2,155 $3,148 166 $28,364 338,243 574 404
4 3 Diron Rd 10 340 ACWE 2 Q g 13966 85 47 $1.925 $3,850 £3.348 53 40,400 351,988 $101,398
14 3 . Milpitas Bivd 8 268 ACWPE i 1] [s] 1965 45 47 31,625 $1,628 $£3.148 39 $28 738 $36.104 §71,024
14 3 N, Milp#tas Bivd 10 590 ACWP 2 1 0 4] 1965 85 47 $1,925 3,550 £3,148 53 $70,107 390,181 $170,525] 1
iq 4 Teresa Marie Ter 10 130 Ve 1 1 a 0 1985 70 82 1,925 $1,925 33,148 3153 20 $18.870 $25,578
14 5 Miment Dr 12 1,325 Pve 0 4 3 1] 1 1975 70 42 $2,155 8,620 $3.148 $168 0 5220313 $236,653
14 5 Homme Wy [ 110 ACWP 0 1 0 0 3] 1985 35 57 1,430 $1,430 33,148 3129 $31.508 $14,142 $30,935
14 < Jason Dt [} 460 ACWE 9 1 0 o 1] $985 &3 57 31,430 51,438 3,148 129 $16,735 320,570 $42,800
14 (-] Sunnyhiiis Gt 8 200 ACWE o 1 0 0 g 1975 85 57 51,525 31,625 $3,148 438 £22,507 527,713 $55,804
14 12 Miment D1 16 340 Aacwr | 0L 2 | 1] 07 0 1975 85 57 1925 3,850 3148 153 $40,400 §51968 $101,398
4 1,24 Dixen Landing Rg 12 1,520 | ACWE ¢} 3 1 0 1 1975 85 57 2,155 56,465 3,148 5166 $194.040 252, 737 $464,877 $311,738
14 23 Diten Landing Rd 18 1,330 | ACWE o & 3': 0 0 1965 84 47 1,925 $5,115 3,148 $1583 $158,037 203,288 3377,172 $208,554;
14 36 N. Milpitas Bivd 8 1,120 | ACWP_ |0 1 a 0 75 85 57 $1,625 $1,625 $3,148 5139 $131.534 165,247 §307,088 $205,937
14 38 M. Mipitas Bivd . [ 1,240 | AGWP 0 1 3 0 75 85 57 $1,625 $1,625 33,148 5139 $137.060 172,130 $318. 720 $214,448
15 1 Alegrs Ter 0 340 Ve 0 2 2 [: [b] 685 70 82 $1,825 £3,850 33,148 5153, 0 $51,868 360,273 $53,380}
15 1 Lascadita Ter o 360 VG Q 2 4 k1] g 1885 70 62 $1,928 $3,850 33,148 5153 0 $40,855 £54.0568 47,8781
15 1 off Terra Mesa Wy a 625 PVG [ 1 g g 1985 70 652 £1,925 $1,825 33,148 $153 4] $85,530 $102 584 30,860
15 2 Aspenridge Dr & 180 PVC G 5] Ju] ] 1985 Fit} 62 825 $4,628 $3,148 5139 30 22,218 $27.65¢ $24,491
15 2 Jurgens Or ;] B4 PVC [ 2 i 0 b 1995 0 62 525 £3,250 33,148 3132 30 88,872 97,206 286,097
15 2 Montecito Wy i0 403 PVC 1 3 Z 0 il 1985 10 74 925 5,775 3,148 $153 $0 61,135 $71.645 $63,457|
15 2 off Montecito Wy 10 260 PVC 3 2 i 1] 1 1985 i) 62 $1,825 3,850 3,148 153 30 $35, 741 $47.834 42,367}
k] 3 M. Mitpitas Bivd 8 120 ACWP i) 9 kil +] 9 1975 85 57 51,625 30 £3,148 £139 $13,264 £16,664 $33,782 22,654
15 3 N. Milpitas Bivd 8 110 ACWP b 1 K g 0 1975 85 57 1,625 1,625 $3,148 $138 £12,159 15,275 $32,859 22, 102,
18 3 N, Mitpitas Bivd 12 670 ACWE 0 1 2 1] 0 1978 85 57 2,155 2,155 $3,148 $1566 $85,531 $111,404 $206.035 £138,165
18 3 off N, Milpitas Bivd 12 1,480 | AcCwP 0 3 1 1] Q 1875 85 57 2, 155 36,465 3,348 %166 150,637 3186204 $383 157 $243 529
15 5 Aspenridge Or -] 545 PV [ 2 1 & 4 1885 1 62 62 3,260 $3, 148 %138 30 75,650 383,780 $74,205
19 5 Woodruff Wy 8 520 PVG 0 ] & 1886 70 62 B2 1,625 33,148 139 50 72,209 378,531 363,556
15 & Minnis £t ) B30 ACWE G 3 ] & 1975 &5 87 £1.625 4 875 33 148 3139 391,742 $1418,2587 5219149 $146,859
15 5 Minnis Ct 12 366 ACWP [t 9 [ 187 a5 57 52,155, 0 3,148 $165 $38,267 49,882 383071 $62,412]
15 § off Minnis Ct 8 540G ACWFP it ja] & 1976 a5 57 51,625 ] 3,148 3139 370,741 88,872 $165.778 $111.167
15 § Seaside Wy & 418 PVC 2 Q & 1985 Ta 52 51,430 2,860 3,148 $ize 30 $52. 708 §$59.888 $44.563;
35 8 Summernwind Wy 3] 530 PVC & 0 [+l 1985 79 52 51,626 3,250 3,148 $138 30 87,484 $85,783 $71,160]
15 1,2 Laskwood Ct 0 67¢ PVC 4 2 5] 9 1995 70 62 1,925 $r.l00 3,148 $153 30 $102,408 5115680 $102,450]
15 1.2 Terra Mesa Wy 10 290 PVC 9 2 2 1 1 1955 70 B2 £1.825 33,880 3,148 2153 30 $44,328 $52,501 $46,500
15 12,5 Calle Tel Sal 8 740 PVC 0 3 2 0 '] 1995 70 62 $1,625 $4.875 3,148 139 30 $102,759 $113.055 $100 134!
15 1,4 Caldornte Cr $Z 1,790 | ACWP 4] 5 $ -4 3 1985 85 &7 b2, 185 $12.930 $3,148 1668 $228 508 3207 631 £552 489 $435,476:
165 12356 Milmont Dr 12 2,435 | PVC o] 5 5 1 0 1945 70| 52 $2,185 310,775 53,3481 168 0 404 878 $426,776 $317,033;
15 2,56 Gingenwood & Elkwood 8 3,410 PVC 4] 19 ] 0 2 1985 70 52 $1,625 316,250 48 139 30 473,524 $502,422 $373,728
15 &5 Baiboa Dr 8 €80 PVC o hod 2 g g £985 4 52 $1,625 $6,500 148 - 3439 30 391,550 $103,483 $76,858)
18 55 Minnis Cir 12 480 ACWE 4 2 1 0 Is] 4975 85 57 $2,185 4,318 . 148 566 $62,553 381,474 $154,481 $103,580
18 2 off Gailfornia Cir 12 865 ACWP o i:1 0O 1] g 1985 35 657 $2185 2,155 3,148 166 $123,5890 $180,455 $294,288 $231,983
16 3 ofl Pescaders St 14 £60 ACWP 1 1] a [+ 0 1975 85 57 £3, 424 3, 142 $3,148 3178 380,455 $117,155 $217,943 $146,150]
16 3 San Andreas £t 4 150 ACWP 0 (.0 1 1 & 0 1975 85 57 31,365 0 33,148 £120 314,850 - 318,050 B35, 808 24 683
16 3 San Andreas Ot & 7 ACWP a 1 0 g 0 1875 35 57 1,430 $1,430 33,148 3129 7.322 $8,989¢ - 21,443 $14 379
hiz] 4 Fleid Rd 12 1,880 | ACwP o] 2 2 ) G 1884 a5 67 2 158, $4310f -5§3,148 $166 $137,871 £176,576 $330,966 3260679
i€ 4 off Cadillac Ct 12 400 ACWE [ o i) & 1885 85 87 2 155 0 3,148 $186 $5% 063 $66,510 $122,087 $96,943
16 4 off Glanmoor &t [ 300 ACWE [ 3 kit o] 4] 1885 85 67 430 $1,430 3,148 $128 £31.379 $34,668 376,023 £59,924
18 5] Pescadero Ct - 4. it ACWE L-G-: B | 1 a k4] 1575 85 57 365 30 3,143 $i20 £15 840 318,263 $39.040 376,180
16 8 Pescaders Ct ] 80 ACWP, it 1 & 0 ¢ 1915 25 - &) 430 $1.430 3,148 $129 38,368 $10,288 323,818 345,874
18 1,2 California Cit 12 885 ACWE ] 3 3 0 Q 1985 85 67 $2,159 $6,465 $3,148 31686 $112.339 $148,3214 $273,408 52155101
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Schaaf 8 Wheeler Worksheet B - Water SYétem Pipe Compoenents and Estimated Replacement Costs

Enter Current SFENR Date fmmbarwl:

Enler Comrerk Yor

Enter Cuupfing 1t Cosl

Enter Current SFENR Construction Cost Index|=% 208 4
A 5] < 3} % F G H 1 J S L M N=M-{Year-L)! O P=(G4H)'C [+] B S T=R"E =P+ 5+ T
Valve Unit
Cost (3) Fipe Repl. | ACWP & ACP
Pipe Flpe Fipe tie Plpe (see Coupling | Cost{$1.F) Disposal Totai Pipe | Total Cost Estimated Value
W-Plat| Section Diameter| Length | Plpe ARV | Year PipeiExpectancy] Life Left { Worksheet | Vaive Cost Cost (see ($/LF) (see |[Replacemant] Current _ Fely 2003 (5)
# # Straet {Inches) | (FT} } Material] B } G ] FH | BO | A2V installed (v} yn ) ($) {3} jWorksheet C}f Worksheet E)] Cost($) } SFENR{S) SFENR=7821
SFENR Construction Cost Index:f 7410 7410 7684 76584 7584 7827
15 1,2 Faipview Wy & 1,110 | ACwWE 8 2 3 [ [ 1485 85 67 $1.625 $3250 $3.148 $13¢ $122,691 $154,138 $288 507 227,412
16 14 Cadillac Ct [:] 1,280 | ACWP 1] 1 £ 9] [v] 1885 85 67 $1,625 $11375 $3,148 $139 $138,166 373,679 3337 618 3262, 18,
18 23 San Andreas [r 12 370 ACWP 4] 4 Q 2 1978 BS 57 $2,455 $8,620 33,148 3166 $114,063 $144 659 $272 691 $182.863
15 23 Seaside B 8 588 PVG £ 1 1 1985 70 52 31,625 31,625 $3,148 3138 50 $80,6541 | 247,041 $64 637
18 2,3 Summerwind Dr & 1,430 FYC ] 3 3 1985 70 52 £1,625 54,875 $3.148 138 30 $198 574 $2$0,875 $156,427]
16 25 Abbott Ave 32 1,618 | ACWP o] 4 8 3 1 1975 85 57 $2,155 $8,620 $3,148 T §166 $183,402 251,805 $465,651 $312,260
i6 25 Hermina St 8 740 ACWP g 2 1 [H [ 1975 85 a7 1,625 $3,250 L 148 32 384,794 102 759 $194 589 $130,489
18 X:) Pescaders St 12 4,440 1 ACWP it 4 3 ] 1 1978 85 57 2,155 38,620 148 66 £183,828 239 435 $443.213 3207214
16 4.5 off Abbolt Ave 14 1,160 | ACWP 3 & -] 9 o 1985 85 67 $3,142 9,427 48 178 £158,081 $£205,810 $384,655 $363. 189
16 58 L4 Henda Dr [ 810 | ACWP | 0 2 2 : 9 Q 1978 85 57 $1,420 2,860 148 29 $64,723 104,133 $198,558 $133,159
6 £5 Laguna Or B 760 | ACWP | 0 3l 218 Q 1975 85 57 $1,430 42601 33,148 129 $73,494 37,705 $188,202 $126,206}
i7 1 Heath i 150 ACWP 1] 9 4] o ] 1865 B85 47 1,430 30 $3,148 128 315,680 19,284 $38,918 521,818}
17 A off Glenmogr Ct £ 270 ACWP 0 1 o ] ] 1985 g5 87 1,430 $1,430 33,148 128 28 241 34 714 68,904 554,313]
i7 2 Calero S5t 370 ACWP 0 4 1 9 ] 1955 B85 37 £1,430 50 $3.148 128 $36 704 $47,5687 391,125 339,665[
i 3 cross Abel St 8 250 ACWE 0 1 0 1} £ 1958 25 37 1,625, 51,625 3,148 139, $27,632 $34,716 368,496 29, 81
17 3 Pescaderg St 12 780 ACWE 0 2 2 5] 1] 1875 85 57 52485 £4.310 33,148 166 388 57, $129 694 8241,218 S48, 758
7 4 Faster Ave 5 365 ACWE o 1 0 g o] 1953 a5 37 1,430 1,430 $3,148 12¢ $38,17 46,924 $91,448 3% 807
7 5 Elm 1 3 400 ACWF 4] 5 0 1 ] 1955 85 3 $1.430 1,430 $3,148 £129 $10.450 12,858 $28,562 12,433
7 [} Almaden Ave: ] 120 ACWP 0 1 k] Q 1] 1855 55 37 31,430 $1,430 $3,148 $129 $32.552 19,427 $33,308 £14,489
17 [ Marylinn Or i@ 250 ACWP 0 2 4] ] 1] 1855 85 37 31,925 $3,850 33,148 $153 $29,706 $38,212 378513 $33.305
17 12 Glenmoor C1 5 1,710 | ACWEF 0 4 1 0 1985 85 57 $1.430 32,860 $3,148 3128 3578861 $213.837 $412.132 $324,B57
17 41,2 Maple 6 870 ACWEP 4] 3 2 0 0 1965 85 47 $1.430 34,290 33,148 129 380,989 $111,847 $214,305 3 118.49§]
i7 1,2 Redwood 5 1,360 | ACwP 0 3 3 [i] 1] 1665 85 47 $1,420 £4,230 33,148 128 $121,332 $149,129 $£283,123 156,651
1 1,4 Heath ] 1,380 { ACWP a 5 3 o 1] 1865 85 47 51,825 $8,125 $3,148 38 $152 535 191,634 £3652 