Redwood

City/cattom

Notice of Public Hearing on Proposed Water Rate Increases

Monday, December 4, 2023 at 6:00 p.m.

In Person: Via Video Conference
City Council Chambers (To Observe the Meeting only):
1017 Middlefield Road https://redwoodcity.zoom.us/j/99481825639
Redwood City, California 94063 Meeting ID: 994 8182 5639

Dial-in: *67 +1 (669) 900-6833

On Monday, December 4, 2023, at 6:00 p.m., or as soon thereafter as the matter may be heard, the City
Council of the City of Redwood City will hold a public hearing to consider updates and increases to all of
the City’s water rates, for all water customers, for Fiscal Years (FY) 2023-24 and 2024-25. If approved,
these updates and increases will be effective on February 1, 2024 and January 1, 2025 respectively.
Members of the public may join the public hearing in-person, or observe the meeting via video
conference, using the information provided above; only in-person participants may provide public
comment during the public hearing. The purpose of this notice is to describe the proposed rate updates
and increases and to notify you of the public hearing.

THE PROPOSAL

The proposed water rates are calculated to recover the cost of providing water services to each
commercial and residential customer class. The proposed rate updates are designed to ensure that the
revenue collected from the water rates is sufficient to cover, but does not exceed, the City’s costs of
providing potable and recycled water services to its customers. The basis upon which the proposed water
rates were calculated is set forth in the City of Redwood City Water Rate Cost-of-Service Study dated
October 2023 (“Water Rates Study”), which can be found on the City’s website and is available upon
request in the City Clerk’s office.

The City Council will consider the following proposed water rate updates and increases at the City Council
meeting on December 4, 2023:
e Increases to the FY 2023-24 and FY 2024-25 water service charges that are billed bi-monthly to
single family residential customers per dwelling unit (DU).
e Modifying and updating the current fixed service charge to multi family residential accounts to
charge according to meter size instead of per equivalent dwelling unit to set rates for FY 2023-24
and FY 2024-25.
e Increases to the FY 2023-24 and FY 2024-25 water service charges that are billed monthly to
commercial customers per meter size.


https://redwoodcity.zoom.us/j/99481825639

e Modifying and updating the current water use rates charged to single family customers to set
rates for FY 2023-24 and FY 2024-25.

e Modifying and updating the current water use rates charged to multi family customers so that all
customers now pay a uniform rate for FY 2023-24 and FY 2024-25.

e Updating and increasing the water use rates charged to commercial customers for FY 2023-24
and FY 2024-25.

e Modifying and updating the current water use rates charged to irrigation customers so that all
customers will be charged a uniform rate for FY 2023-24 and FY 2024-25.

REGULAR SERVICE

The proposed updated water rates are necessary to proportionately allocate increased water purchase
costs, capital project costs to maintain the City’s infrastructure and to ensure adequate capacity for future
growth, and to sustain the City’s existing potable and recycled water systems. The City’s water supplier,
San Francisco Public Utilities Commission (SFPUC) has increased water supply costs by 27% in the last two
years. The City plans to spend an average of $15 million per year on capital improvement projects to
expand its recycled water services and to increase funding to address its distribution system replacement
program. Costs related to employee salaries and benefits, materials, and utilities have also increased and
require additional rate revenues to fund.

The proposed updated water rates are for both potable and recycled water customers and will replace
the current potable and recycled water rates in their entirety, since the potable and recycled water
systems are connected and work together as a single system to serve all customers.

The proposed water use charges adjust the tier ranges for single family customers based on historical
single-family residential demand patterns and growing conservation and efficiency of water use. All non-
single family residential customers are adjusted to a uniform volume charge rate. Tiered rates are more
appropriate for single family customers, which have a consistent pattern of demand, whereas uniform
rates are more appropriate for non-single family residential customers, which have more variable patterns
of demand. These rate structures align with industry practices.

Single family and multi family customers with an Accessory Dwelling Unit (ADU) and Junior Accessory
Dwelling Unit (JADU) will be assessed their respective service and water use charges. If a residential
customer has a separate, additional meter for their ADU or JADU, the ADU or JADU would be charged as
a separate and additional single family or multi family customer, corresponding with the customer’s
primary customer class.

Please note that there is a 120-day statute of limitations for challenging all water rates should the
proposed adjustments be adopted.



Service Charges

Current Proposed Water Rates
Customer Class Water Rates FY 2023-24 FY 2024-25
Single Family Residential Bi-monthly per DU Bi-monthly per DU
$59.04 $76.72 $82.09
Multi Family Residential
(includes Residential Irrigation) Bi-monthly per EDU Bi-monthly per Meter
5/8" Meters $59.04 $76.72 $82.09
3/4" Meters $59.04 $105.30 $112.67
1" Meters $59.04 $162.46 $173.83
1.5" Meters $59.04 $305.38 $326.76
2" Meters $59.04 $476.88 $510.26
3" Meters $59.04 $1,262.94 $1,351.35
4" Meters $59.04 $2,163.32 $2,314.75
6" Meters $59.04 $4,592.92 $4,914.42
8" Meters $59.04 $8,022.96 $8,584.57
10" Meters $59.04 $12,024.68 $12,866.41

Note: EDU is Equivalent Dwelling Units

Service Charges

Current Proposed Water Rates
Customer Class Water Rates FY 2023-24 FY 2024-25
Commercial
(includes Commercial Irrigation) Monthly per Meter Monthly per Meter
5/8" Meters $29.52 $38.36 $41.05
3/4" Meters $44.28 $52.65 $56.34
1" Meters $73.80 $81.23 $86.92
1.5" Meters $147.60 $152.69 $163.38
2" Meters $236.16 $238.44 $255.13
3" Meters $442.80 $631.47 $675.67
4" Meters $738.00 $1,081.66 $1,157.38
6" Meters $1,476.00 $2,296.46 $2,457.21
8" Meters $1,476.00 $4,011.48 $4,292.28
10" Meters $1,476.00 $6,012.34 $6,433.20

Please note that there is a 120-day statute of limitations for challenging all water rates should the
proposed adjustments be adopted.



Water Use Charges

Single Family Residential

Current Tiers Current Rates Proposed Tiers Proposed FY 2023-24 Proposed FY 2024-25
Tier 1 (0-8 hcf) $6.13  Tier 1(0-10 hcf) $6.45 $6.90
Tier 2 (9-20 hcf) $7.35 Tier 2(11-14 hcf) $7.37 $7.89
Tier 3 (21-40 hcf) $10.20  Tier 3(15-20 hcf) $9.63 $10.30
Tier 4 (41+ hcf) $13.45 Tier 4 (21+ hcf) $14.57 $15.59

Multi Family Residential (including Residential Fire)
Current Tiers (per EDU) CurrentRates Proposed Usage Proposed FY 2023-24 Proposed FY 2024-25

Tier 1 (0-8 hcf) $6.13 All Water Use $7.92 $8.47
Tier 2 (9-20 hcf) $7.35
Tier 3 (21-40 hcf) $10.20
Tier 4 (41+ hcf) $13.45
Commercial - Includes Commercial, Industrial, Municipal, Fire, Other
Current Usage Current Rates Proposed FY 2023-24 Proposed FY 2024-25
All Water Use $7.35 All Water Use $7.92 $8.47

Landscape Irrigation

Current Usage Current Rates  Proposed Usage  Proposed FY 2023-24 Proposed FY 2024-25
Under 100% Budget $7.35 All Water Use $7.92 $8.47
101%-200% Budget $10.20
Over 200% Budget $13.45

Note: hcf is hundred cubic feet and is equal to 748 gallons

Meter Size Current Rates FY 2023-24 FY 2024-25

1" Meters $16.00 $17.28 $18.49
2" Meters $32.00 $34.56 $36.98
3" Meters $48.00 $51.84 $55.47
4" Meters $64.00 $69.12 $73.96
6" Meters $96.00 $103.68 $110.94
8" Meters $128.00 $138.24 $147.92
10" Meters $160.00 $172.80 $184.90
12" Meters $192.00 $207.36 $221.88

Note: monthly rates are billed based on the size of the connection serving the
property.

COMPARISON TO NEIGHBORING AGENCIES

Even with the proposed increases, rates for Redwood City customers with average water use will remain
less than many neighboring jurisdictions. For single family residential customers using 14 hundred cubic
feet (HCF; where HCF = 748 gallons) per bi-monthly billing cycle, the increase amounts to $18.52 per bi-
monthly bill (59.26 per month), beginning February 2024, and an additional increase of $11.95 per bi-
monthly bill ($5.98 per month), beginning January 2025. The graph on the next page compares monthly
bills assuming single family residential customers use 7 HCF per month, or the equivalent of 14 HCF per

Please note that there is a 120-day statute of limitations for challenging all water rates should the
proposed adjustments be adopted.



Single-Family Monthly Water Bills at Average Water Use (7 HCF)

bi-monthly billing cycle, beginning February 2024. Note: the neighboring agencies’ calculated bills are
based on their current rates, which may change during 2024 as they review their rates.

Montara

Burlingame

Hillsborough

Millbrae

NCCWD (Pacifica)

East Palo Alto

MPWD (Belmont, San Carlos)
San Bruno

Redwood City (proposed)
South SF, Westborough Water District
Palo Alto

Daly City & NSMCSD
Redwood City (current)

I $1383.51
I $117.68
E—— $117.14
I $112.40
I $102.46
I $591.85
I $90.94
I $38.65
I $35.35
I $85.28
I $30.60
I $79.15
I $76.09

San Carlos, South SF Cal Water-Bayshore
San Mateo

I 573.17
I $72.90
. $72.69

Mountain View Fixed Charge

Menlo Park BN $71.59 m Volumetric Charge
Brisbane I $60.78
Foster City I $53.32
S0 S50 $100 $150 $200

RATE ADJUSTMENTS DURING WATER SHORTAGES

The proposed drought rate revenue stabilization factors (“drought rate factors”) would be applied to the
water use charges for all water customers and implemented during locally declared water shortages, state
mandated reductions in the level of water usage, or other natural disaster or event that requires
reductions in water usage. The City Council may implement the drought rate factors as necessary,
depending on the level of water use cutbacks required, to ensure that the water utility recovers sufficient
revenues to meet its expenditures and debt obligations. The rates for the water use charges would be
multiplied by the applicable drought rate factor to derive the water use charges to be in effect during the
water shortage for each Customer Class.

The maximum drought rate factors are set forth in the following table. The actual drought rate factor to
be applied at any time may be lower than the maximum drought rate factor set forth below, will depend
on the level of reduction in water usage necessary at such time, and will be calculated in accordance with
the methodology set forth in the rate study report, provided that the actual drought rate factor will not
exceed the maximum drought rate factors set forth below.

Please note that there is a 120-day statute of limitations for challenging all water rates should the
proposed adjustments be adopted.



Drought Rate Factors b ater Conservatio age

Stage 1 Stage 2 Stage 3 Stage 4 Stage 5 Stage 6
Shortage Shortage Shortage Shortage Shortage Shortage
Up to Up to Up to Up to Up to Up to

Customer Class (10% Reduction)|(20% Reduction)|(30% Reduction)|(40% Reduction)|(50% Reduction)|(>50% Reduction

Single Family 1.021 1.047 1.080 1.124 1.182 1.222
Multi-Family 1.014 1.031 1.051 1.074 1.101 1.121
Commercial 1.018 1.039 1.064 1.096 1.135 1.162
Irrigation 1.046 1.118 1.250 1571 3.420 n/a

The table below includes an example of how the drought rate factors would impact the water use charges
for water customers, if applied at the maximum amount to the proposed 2024 rates.

Example of 2024 Rates with Maximum Drought Rate Factors

Water Emergency Shortage Stage| Stage 1 Stage 2 Stage 3 Stage 4 Stage 5 Stage 6
10% 20% 30% 40% 50% >50%
Single Family Drought Rate Factors 1.021 1.047 1.080 1.124 1.182 1.222
Multi-Family Drought Rate Factors 1.014 1.031 1.051 1.074 1.101 1.121
Commercial Drought Rate Factors 1.018 1.039 1.064 1.096 1.135 1.162
Irrigation Drought Rate Factors 1.046 1.118 1.250 1.571 3.420 n/a
Proposed 2024 Rates Rates With Drought Rate Factors Applicable to % Reductions
Single Family
Tierl $6.45 $6.59 $6.76 $6.97 $7.25 $7.63 $7.88
Tier2 $7.37 $7.53 $7.72 $7.96 $8.28 $8.71 $9.01
Tier3 $9.63 $9.83 $10.09 $10.40 $10.82 $11.39 $11.77
Tier4 $14.57 $14.88 $15.26 $15.74 $16.37 $17.23 $17.80
Multi-Family $7.92 $8.03 $8.17 $8.32 $8.50 $8.72 $8.88
Commercial $7.92 $8.06 $8.23 $8.43 $8.68 $8.99 $9.21
Irrigation $7.92 $8.28 $8.85 $9.90 $12.44 $27.09 N/A

Note: Rounding may occur in the rates derived from the multiplication of the drought rate factors to the
applicable 2024 rates for each incremental percentage of reduction in water usage. Potable irrigation
customer usage will be suspended at Stage 6.

PASS-THROUGH ADJUSTMENT

The proposed rates for the water use charges are based on SFPUC’s projected wholesale water rates.
Currently, their rates are projected to remain at the current cost of $5.21 per HCF for Fiscal Years 2023-
24 and 2024-25. Pursuant to California Government Code Section 53756, the City is proposing to pass
through any variations to the projected SFPUC wholesale water rates through the City’s water rates. A
pass through will be implemented by increasing or decreasing the City’s proposed water use charges by
the amount of the SFPUC wholesale water rate increase or decrease in cents per HCF in excess or below
the projected SFPUC wholesale rate. For example, if the SFPUC raises its wholesale water rate to $5.31

Please note that there is a 120-day statute of limitations for challenging all water rates should the
proposed adjustments be adopted.



per CCF on July 1, 2024 (instead of the projected $5.21 per HCF), the City may increase its water usage
charge by an additional $S0.10 per HCF on or after July 1, 2024.

Prior to implementing a pass-through increase of the SFPUC wholesale water rates, the City will send
written notification to all customers at least 30 days prior to the effective date.

PUBLIC HEARING ON PROPOSED RATES

At the December 4, 2023 public hearing, the City Council will consider in-person oral and written
testimony, as well as written protests by property owners and customers of record against the proposed
water rates. If, prior to the close of the public input portion of the public hearing, written protests are
presented by a majority of parcels that receive water services, the City Council will not increase the rates
from their existing level. While in-person oral and written testimony will be considered, only written
protests will be counted toward the majority protest threshold, and only one written protest per parcel
will be counted in calculating a majority protest.

If you would like additional information on the proposed rates, including the Water Rates Study, please
visit Public Works Services at 1400 Broadway Street, Redwood City, CA 94063, call 650-780-7464, or email
jchapel@redwoodcity.org. Any person interested, including all water customers served by the City of
Redwood City, may appear at the public hearing in person and be heard on any matter related to the
proposed increase in rates.

If you wish to file a written protest, please submit a letter addressed to Water Rates, City Clerk, City of
Redwood City, 1017 Middlefield Road, Redwood City, CA 94063 or email council@redwoodcity.org. Your
written protest must: (i) Include a statement that it is a protest against the proposed change in rates; (ii)
Provide the name of the record owner or customer of record; (iii) Identify the affected parcel by assessor’s
parcel number or service address; and (iv) Include the signature of the record owner or customer of record
with respect to the identified parcel. Protests will not be counted if any of the required elements (i through
iv) are omitted. Written protests must be received by the City Clerk at City Hall by 4:00 p.m. on Monday,
December 4, 2023 if delivered by U.S. Mail or email. Written protests may also be hand delivered up until
the close of the public input portion of the December 4, 2023 public hearing on the matter.

You are hereby notified, pursuant to Government Code, section 53759, that any judicial action or
proceeding to attack, review, set aside, void, validate, or annul the City Council’s adoption of the proposed
water rates must be commenced within 120 days of the effective date or of the date of the final passage,
adoption, or approval of the ordinance or resolution adopting the water rates, whichever is later.

Please note that there is a 120-day statute of limitations for challenging all water rates should the
proposed adjustments be adopted.
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