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INFORMATION

In advance of the Plant Master Plan item going to the City Council on April 19th, we are
responding to media inquiries regarding the projected impacts to San Jos~ ratepayers.

The cost of infrastructure improvements and treatment technology changes identified through the
Master Planning process amounts to $2.2 billion over 30 years, making it the largest single
capital investment project in the City’s history. Though City Council members annually vote on
actual rate increases, we have projected rate impacts for a program of this size and longevity
which is essential to ensure we are appropriately positioned to prudently pay for the critical
infrastructure improvements needed to keep the San Jose/Santa Clara Water Pollution Control
Plant (Plant) working.

Because this information may appear in a news story in advance of the Council’s consideration
of this item, the following questions and answers are provided:

Have the projected costs for rebuilding the Plant gone from $1.6B to $2.2B due to
escalation?

The Plant Master Plan has identified a $2.2B 30-year CIP through 2040. A preliminary estimate
in December 2010 placed the cost at $1.6B in current year terms. Since then, we have refined
that base number with additional financial and project analysis to $1.8B for the proposed
program; this becomes $2.2B with an annual escalation at 2%. Page 13 of Attachment A: Plant
Master Plan Executive Summary contains a timeline for the capital projects and a bar chart that
shows the fluctuations in cash flow requirements over time.

What has been the history of San Jos~’s Sewer Service and Use Charge rate increases?

Of the eight cities in the South Bay served by the Plant, San Josd is the largest with an
approximate 70% share of the total rate base. The chart below contains the history of San Jos~’s
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sewer rate increases since FY94-95. After ten years with no increases, San José’s City Council 
has approved rate increases since FY04-05 to fund critical and anticipated infrastructure needs. 
Attachment B: Council Memo on Sewer Service and Use Charges and Storm Sewer Service 
Charges is the most recent Proposition 218 rate noticing memo to City Council. We noticed 
ratepayers last year for a period of three years (FY10-11 through FY12-13) for an annual 
increase of up to 6% each year. Council approved a 6% increase for FY10-11 bringing the 
residential rate from $31.00 to $32.86. We are currently proposing a 3% increase for FY11-12 
which City Council is scheduled to vote on in June. 
  
Rate History for San José/Santa Clara Water Pollution Control Plant 
Fiscal Year Residential Rate Percent increase 
FY94-95 through FY03-04 $18.96 0% (for 10 years) 
FY04-05 $19.81 4% 
FY05-06 $20.70 4% 
FY06-07 $21.63 4% 
FY07-08 $23.56 9% 
FY08-09 $27.09 15% 
FY09-10 $31.00 14% 
FY10-11 $32.86 6% 
FY11-12 (proposed) $33.85 3% 

  
What are the projected rate increases for San José residents including both Capital and 
Operations & Maintenance (O&M) expenses? 
 
For San José residential rates, we have been projecting a four percent rate increase for Capital 
each year for the next five years, beginning FY11-12 through FY15-16. This will build our 
annual capital budget from approximately $50M to $80M. Because O&M costs are highly 
dependent on costs for energy, chemicals, contractors, and labor, we are projecting a range from 
zero to three percent over that same five year period. This amounts to a projected rate ceiling 
range of four to seven percent. Because we do everything we can to keep rate increases to a 
minimum, our actual increases will in all likelihood be lower, particularly as we refine our 
financial needs with more updated information during the course of our annual budgeting 
process. For example, we are only proposing a three percent increase for FY11-12 which is 
possible in part because compensation reductions for City staff have reduced the Plant’s O&M 
budget. Additionally, we conducted the Plant Master Plan process to best determine how and 
when to repair and rebuild the Plant; this has the obvious benefit for ratepayers of ensuring we 
are planning for and implementing those critical projects as efficiently as possible.  
  
Using the above projections, the residential rate impacts would be as follows for FY11-12 
through FY15-16:   

 Our current residential rate is $32.86/month. If the proposed three percent increase is 
approved, the rate will rise by $0.99 to $33.85/month for FY11-12.    
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 Assuming four percent increases for the following four years, we would arrive at 
$38.09/month in FY15-16, an increase of $5.23 from the current rate.  

 Assuming the highest end of the rate range at seven percent increases for the following 
four years (4% Capital plus 3% O&M), rates would go from $33.85/month to 
$44.36/month in FY15-16, an increase of $11.50 from the current rate.  

  
Most wastewater treatment facilities in the nation are facing significant infrastructure needs. To 
compare our Plant to other large wastewater utilities in our region, Oakland/East Bay Municipal 
Utility District charges $39.29/month ($22.24 for Oakland sewer plus $17.05 for wastewater 
treatment), and the San Francisco Public Utilities Commission charges an average of between 
$34.50 and $41.40/month (based on units of consumption).  
  
For some additional perspective, average monthly bills for other common expenses include: 

 National average monthly cell phone bill:  $47.21 
http://files.ctia.org/pdf/CTIA_Survey_Year_End_2010_Graphics.pdf  

 National average monthly digital cable bill:  $75 
http://money.cnn.com/2010/01/06/news/companies/cable_bill_cost_increase/index.htm 

 California average monthly electricity bill (2009):  $81.10 
http://www.eia.doe.gov/cneaf/electricity/esr/table5.html  

  
 
 

/s/ 
JOHN STUFFLEBEAN 
Director, Environmental Services 

 
 
 
For questions or additional information, please contact Bhavani Yerrapotu, Division Manager, 
Technical Services, at 945-5321, or Jennifer Garnett, Communications Manager, at 535-8554. 
  
 
Attachments 

Attachment A:  Plant Master Plan Executive Summary (click link to view attachment) 
Attachment B:  Council Memo on Sewer Service and Use Charges and Storm Sewer 

Service Charges 

http://www.sanjoseca.gov/clerk/CommitteeAgenda/TE/20110404/TE20110404_d3_attachc.pdf
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