CITY OF NAPA CITY COUNCIL
AGENDA REPORT
PUBLIC HEARING
AGENDA ITEM 26.A.
Date: September 20, 2011
To:

Honorable Mayor and Members of City Council

From:

Jacques R. LaRochelle, Public Works Director

Prepared by:

Joy Eldredge, Water General Manager

Subject:

Public Hearing to Adopt Water Rates for a Five Year Period and Adopt
Reserve Levels for the Water Enterprise Fund

ISSUE STATEMENT:
Adopt a resolution to establish water rates for single family residential, multi-family
residential, commercial, and irrigation customers both inside and outside city, fire
service charges and pumped zone surcharges over a five year period and adopt a
resolution to establish reserve levels for the Water Enterprise Fund.
DISCUSSION:
Background
The Water Division is an enterprise fund within the City budget that is responsible for
maintenance, operation, and capital improvements for the City of Napa water system to
provide a supply of high quality, safe, reliable, and low-cost water 24-hours per day
seven days per week for the citizens of Napa. The Water Division operates a system
consisting of three water treatment plants, fourteen treated water storage tanks, nine
pump stations, eleven pressure regulator stations, 380 miles of pipeline, over 25,000
service lines, and 2,500 fire hydrants. The Water Division also maintains the Lake
Hennessey and Milliken reservoirs and the water supply from the State Water Project to
provide over 15,500 acre-feet (5.1 billion gallons) of treated water to the City and
surrounding areas. As an enterprise fund, the Water Division derives operating revenue
solely from water sales to customers (residential, commercial, irrigation, etc.), wholesale
water sales to other cities, capacity charges for new development, and a few minor
miscellaneous fees and service charges.
The operation of any business, such as the Water Enterprise Fund, relies on proper
planning to ensure that adequate revenue is available to meet the demands of
operating, maintaining, and improving the system. The City has a long history of
planning for the future and ensuring that the water system is properly maintained and
adequate capital improvements are undertaken to ensure a solid system will be passed
on to future generations. The Water System Optimization and Master Plan that was
adopted in 1997 resulted in installation of over 14 million gallons of in-system storage
tanks as well as recently completed improvements to the Ed Barwick Jamieson Canyon
Water Treatment Plant (EBJCWTP). Since 1997 a total of $60 million has been invested
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in construction of capital projects. These capital investments make the system much
more reliable and were possible because of water rates.
Need for Proposed Rates
In 2011 the Water Division developed its next 20-Year Capital Improvements Master
Plan to determine the most efficient means to preserve and maintain our water system.
The focus of this Plan is the distribution system which has received minimal investment
over the last 20 years and includes sections that are greater than 100 years old and
sections subject to potential early failure due to underground soil conditions.
To support Master Plan implementation the Water Division contracted with Black and
Veatch, Inc. to perform a cost of service rate analysis to analyze current revenue
requirements based on historical and projected revenue, operating costs, debt service,
and pay as you go capital needs to continue to invest in system improvements.
Conducting the cost of service study is important to insure the City remains in
compliance with Prop 218 by allocating costs based on service provided. This study
analyzed other rate structures including the widely used service charge and tiered rate
structures that the City used for many years and moved away from in 1997.
In addition to essential capital improvements, there are two major new regulations that
are contributing to the need to invest in our system to move toward compliance
including:
-- Stage II Disinfection Byproduct Rule (DBPR-II) – single point location within the
distribution system must not exceed 80 ug/L Total Trihalomethanes (TTHMs) and 60
ug/L 5 HaloAcetic Acids (HAA5,)
-- Senate Bill (SB7x-7) - show 20% reduction in consumption by 2020.
Additional discussion of these requirements is detailed in Attachment 5. It is known that
additional investment in our network of distribution pipelines is necessary to bring us
towards full compliance with DBPR-II. Due to our consistent conservation program the
City of Napa is making good progress towards SB7x-7 requirements and the first
compliance requirement to show reductions of 10% (from 165 to 148 gallons per capital
per day (gpcpd)) by 2015.
Since operating costs are a major portion of the costs to provide water services, the
Water Division has made significant efforts to streamline operating costs by reducing 2
full time equivalent employees (FTEs) since FY 2010 and holding 5 vacancies through
FY11. Staffing levels are significantly lower than Bay Area water districts, allowing us
to keep operating costs down and invest in capital assets. With the exception of
significant increases in costs of chemicals, energy and water supply – necessities to run
the operation that are subject to outside market forces, operating costs have remained
relatively flat.
Through the Master Planning process, staff has taken great care to increase the life of
existing distribution system assets and defer replacements until such time that the
ongoing cost to maintain the asset exceeds the cost of replacement. The Master Plan
recommends capital investment of $4.5 M in the system each year to maintain a
sustainable lifespan of underground pipe assets and prevent further degradation of
existing pipes. Recognizing that the revenue increase to accommodate this level of
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investment would be very difficult to implement in the current economic climate, staff
has reduced the recommended level of investment at this time to $3M per year.
It is imperative to invest in these bare minimum protection systems as well as renewal
and replacement of our aging distribution pipelines to meet new DBPR-II requirements
throughout our distribution system. Investment now is necessary to avoid increased
operating costs to repair leaking pipes on an emergency basis instead of in a planned,
cost-efficient manner.
Proposed Rates
Staff’s recommendation for proposed water rates, as notified to customers and property
owners and summarized in Exhibit A of Attachment 1 (Special Notice), are described in
more detail in Attachment 4. Highlights of the changes from the current rates and
structure include reintroduction of a minimum service charge and 4 tiered rates for
residential services, adjustments to pumped zone charges, commercial and irrigation
services, and fire service charges. As shown on page 3 of the Special Notice, even after
the proposed increases, Napa’s water rates are among the lowest in the Bay Area.
After the August 2, 2011 public hearing, staff issued the Special Notice to all customers
and property owners exhibiting the proposed rates including identification of classes of
customers beyond simply inside city and outside city to more accurately reflect the cost
of service provided to each type of customer.
Tiered rates are proposed for single family residential customers who make up the
largest customer class and show the largest variation in consumption throughout the
year, i.e. low consumption during the winter and high demands during the summer.
This tiered structure reflects the higher operating costs incurred to produce the higher
seasonal volume of water as a result of this class of customer using a significantly
higher proportion of water and resources during the peak demand summer months, as
well as the proportionally higher capital costs due to the size of the infrastructure that
must be present to support the peak demands.
A minimum service charge that includes 3 units (1 unit = 1,000 gallons) of water is
recommended to cover in part, the cost of system availability, meter reading, billing, and
ongoing services that are provided each month regardless of the quantity of water
consumed. This fixed element has the added benefit of helping to stabilize water fund
revenue due to annual variations in climate and consumption.
Conservation Programs
These and all customers are encouraged to take advantage of the many free tools and
offerings to assist customers to reduce their water consumption including the turf
buyback or “cash for grass” program, xeriscaping workshops, low water-use washing
machine rebates, free toilet replacement program, free water-wise home surveys, and
free water-saving devices. These free programs assist customers to reduce their
consumption thereby reducing their bill and even offset the proposed increase. Our
conservation programs, mostly funded by grants, benefit all system customers because
they avoid the need for capital investments. For example, since system peak demands
remain lower than projected due to effective conservation programs, the $4 million
storage tank planned at Alston Park (A-tank 2) was removed from the current capital
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improvement plan. All system customers benefit from this deferral of capital
investments in the transmission system.
Reserve Levels
The cost of service analysis reviewed current reserve levels and made
recommendations based on the proposed rate structure. Implementation of a fixed
element helps stabilize revenue in years where water sales are down. In addition, due
to improvements to the water system including increased treatment capacity through the
EBJCWTP, acceleration of State Water Project entitlements in 2010, and a full Lake
Hennessey reservoir after the 2010/2011 water year, modifications to Reserve levels
can be made to minimize the level of rate increase required over the five year period
from 2012-2017. The financial impact section and Attachment 2 detail staff
recommendations for modifications to reserve levels.
Public Notification
In accordance with Proposition 218 staff issued the Special Notice to all customers and
existing property owners who are not customers after the August 2, 2011 Council
Meeting allowing a 45-day public review period.
In addition to the Notice, the following resources were made available on the City’s
website at CityofNapa.org/water
-interactive calculator for citizens to calculate their new bill based on their known
consumption quantity
-list of Frequently Asked Questions (FAQs) and answers
-Report of the Cost of Service Analysis in .pdf form
-list of account service addresses and classification of type of customer (available at the
City Clerk’s office and at the Public Hearing)
The water general manager issued personal letters to bimonthly fire service customers
and contract customers informing them of the proposed increases and welcoming
discussion. In addition, much correspondence including written communications and inperson meetings have occurred with the Napa County TaxPayers Association.
Written Protests
As indicated in the Special Notice mailed by the City, Proposition 218 includes a
provision that if a majority of property owners and tenants file written protests to the
proposed water rates, the City may not implement the proposed water rates. As of the
time this report was submitted on September 15, 2011, the City Clerk has received
written protests, but a majority protest does not exist. Attachment 3 includes a
summary of the written protests grouped into issue categories. Copies of these and
other protests received will be presented to Council by the City Clerk at the September
20, 2011 Public Hearing as part of supplemental communications.
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FINANCIAL IMPACTS:
The adoption of this proposed rate increase is required to avoid a revenue shortfall and
depletion of fund balance over the stated five year period, to invest in the identified
minimum $3M annual capital improvement program, to maintain solid reserve levels and
to insure a favorable bond rating is maintained. It is prudent to insure continued
investment in the critical infrastructure and insure a safe, reliable, water supply system
for the City of Napa into the future.
As an enterprise fund with some highly variable conditions (e.g., weather, consumer
habits, price of chemicals, availability of the resource), it is important to periodically
review and confirm or adjust rates to insure the integrity of the system is maintained, it
is operated efficiently, and regulations are met. It is also important to maintain a prudent
level of reserves to insure resources are available to respond to emergency situations
or to address market volatility.
Staff recommends the Drought Reserve fund, the Rate Stabilization Reserve fund, and
the current Operating Reserve fund be reallocated to one single Capital Improvement
Reserve fund. In addition, over the five year period, establishment of a Renewal and
Replacement Reserve fund is recommended to gradually have the ability to pay for
unbudgeted required replacements or repairs that are too large to be funded in a single
year. These Reserves are recommended and will be funded only if the Working Capital
Reserve level is maintained at 45-90 days of operating expenses. The current amount
of reserve funds are within the recommended target levels for FY12.
During the last two months of this rate process unscheduled mandatory capital
improvement projects have become necessary: repairs to the failed secondary
chemical containment structure at the Hennessey treatment plant, and nearly $2 million
in the 2012 Water Main Capital Improvement Project to make vital repairs to a leak on
the 36-inch transmission main near Solano Avenue and West Pueblo, and address
subsurface soil conditions for a project on Highway 221. Staff will return to Council in
October to request authorization for the use of reserve funds for these projects.

CEQA:
This action is exempt from CEQA pursuant to Section 15273 of the Guidelines, which
exempts the establishment, modification, restructuring, or approval of rates, tolls, fares,
or other charges by public agencies for the purpose meeting operating expenses and
obtaining funds for capital projects, necessary to maintain service within existing service
areas.
DOCUMENTS ATTACHED:
1. Attachment 1: Resolution Adopting Water Rates for Single Family Residential, MultiFamily Residential, Commercial, and Irrigation Customers both Inside and Outside City,
Fire Service Charges and Pumped Zone Surcharges for a Five Year Period (with
Exhibits "A", "B" and "C".
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2. Attachment 2: Resolution Adopting the Reserve Levels for the Water Enterprise
Fund (with Exhibit "A").
3. Attachment 3: Summary of Water Rate Protests
4. Attachment 4: Agenda Staff Report for the August 2, 2011 Council Meeting
5. Attachment 5: Agenda Staff Report for the July 19, 2011 Council Workshop

NOTIFICATION:
None.
RECOMMENDED ACTION:
Staff recommends that the City Council move, second and approve each of the actions
set forth below, in the form of the following motion. Move to:
City staff recommends that the City Council move, second and approve each of
the actions set forth below, in the form of the following motion. Move to:
Adopt a resolution to establish water rates for single family residential, multifamily residential, commercial, and irrigation customer both inside and outside
city, fire service charges and pumped zone surcharges.
Adopt a resolution to establish reserve levels for the Water Enterprise Fund.
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ATTACHMENT 1
RESOLUTION R2011__
RESOLUTION OF THE CITY COUNCIL OF THE CITY OF NAPA,
STATE OF CALIFORNIA, ADOPTING WATER RATES FOR
SINGLE-FAMILY RESIDENTIAL, MULTI-FAMILY RESIDENTIAL,
COMMERCIAL, AND IRRIGATION CUSTOMERS BOTH INSIDE
AND OUTSIDE CITY, FIRE SERVICE CHARGES AND PUMPED
ZONE SURCHARGES

WHEREAS, Napa Municipal Code Section 13.04.020 and 13.04.030 specify that
inside and outside city water rates be set by resolution; and
WHEREAS, Black and Veatch completed a water cost of service rate analysis for
single family residential, multi-family residential, commercial, and irrigation customers
both inside and outside city, fire service charges and pumped zone surcharges as part
of the Water Cost of Service Rate Analysis Study (Black and Veatch, August 2011) that
has been on file in the office of the City Clerk and available for public review upon
request,; and
WHEREAS, in July 2006, the California Supreme Court in Bighorn-Desert View
Water Agency v. Verjil (S127535, July 24, 2006) determined that water rates are subject
to the provisions of California Constitution Article XIIID (Proposition 218); and
WHEREAS, on July 19, 2011, City Council participated in a Workshop regarding
water rate recommendations based on the Cost of Service Water Rate Analysis; and
WHEREAS, on August 2, 2011, City Council directed staff to mail a Special
Notice of Water Rate Adjustment and Public Hearing regarding water rates to all
property owners and water customers who are not property owners (tenants) attached
hereto as Exhibit “A”, and incorporated herein by reference; and
WHEREAS, 26,660 Special Notices of Public Hearing regarding water rates were
mailed on August 5, 2011, at least 45-days prior to the scheduled public hearing; and
WHEREAS, a majority protest pursuant to the provisions of California
Constitution Article XIIID (Proposition 218) was not received during the 45-day public
comment period or at the public hearing; and
WHEREAS, based on the 2011 Water Cost of Service Rate Analysis by Black
and Veatch and Staff’s analysis, the proposed water rates are necessary for the
following reasons:
1. To address the problem that costs to operate and maintain the water
system have increased faster than the consumer price index in recent
years and continue to increase.

R2011 __
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2. To provide adequate funding for capital improvement projects to renew
and replace aging infrastructure.
3. To fund the existing debt service requirements for the 2007 Water Bonds
that funded the successful completion of the Edward Barwick Jamieson
Canyon Water Treatment Plant Improvements and other capital
improvements that allow the City to maximize use of existing State water,
save local supplies in Lake Hennessey, and reduce long-term operating
costs.
4. To continue the long standing commitment to provide a reliable water
system for the community; and
WHEREAS, on September 20, 2011, the City Council held a duly noticed public
hearing on the water rates identified in this resolution, and the Council considered all
information related to this matter as presented at the hearing, including a consideration
of all protests against the proposed water rates.
NOW, THEREFORE, BE IT RESOLVED, by the City Council of the City of Napa,
as follows:
1.
The City Council hereby determines that this action is exempt from CEQA
pursuant to Section 15273 of the Guidelines, which exempts the establishment,
modification, restructuring, or approval of rates, tolls, fares, or other charges by public
agencies for the purpose of meeting operating expenses and obtaining funds for capital
projects necessary to maintain service within existing service areas based on the
findings in Exhibit “B”.

2.
The City Council hereby finds that in accordance with the Water Cost of
Service Rate Analysis Study. The single family residential, multi-family residential,
commercial, and irrigation customers both inside and outside city, fire services, and
pumped zone surcharges meet the substantive applicable provisions as set forth in the
California Constitution, Article XIIID, section 6(b) as follows:
A. The revenues derived from the rates do not exceed the cost of
providing service to single family residential, multi-family
residential, commercial, and irrigation customers inside the city,
outside the city, in pumped zones, or the customer of the system
as a whole.
B. None of the revenues derived from rates are used for any other
purpose other than meeting the costs of providing water service.
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C. The revenues derived from rates are used for services actually
used by, or immediately available to, the owner of the property
responsible for the payment of the rate.
D. The amount recovered via the rates from any person or parcel
does not exceed the proportional cost of the service provided.
E. No rate is assessed any person or parcel unless that person or
parcel is receiving water service; and
3. The City Council hereby adopts the water rates for single family residential,
multi-family residential, commercial, and irrigation customers both inside and outside
city, fire service charges and pumped zone surcharges for all water service provided
after October 1, 2011, October 1, 2012, October 1, 2013, October 1, 2014 and October
1, 2016, respectively. Details of the amended water rates for each year are as specified
in Exhibit “A”.
4. The City Council hereby defines the customer classes of single family
residential, multi-family residential, commercial, and irrigation customers both inside and
outside city, fire services and pumped zone as it pertains to water rates as defined in
Exhibit “C”.
5. The City Council hereby amends the Master Fee Schedule, as identified in
Policy Resolution No. 16 by incorporating the rates listed in Exhibit “A”.
6. The City Council hereby finds that the facts set forth in the recitals to this
resolution are true and correct, and establish the factual basis for the City Council’s
adoption of this resolution.
7. This Resolution shall take effect immediately upon its adoption.
I HEREBY CERTIFY that the foregoing Resolution was duly adopted by the City
Council of the City of Napa at a public meeting of said City Council held on the 20th day
of September, 2011, by the following vote:
AYES:
NOES:
ABSENT:
ABSTAIN:

ATTEST: ________________________
Dorothy Roberts
City Clerk
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Approved as to form:

Michael W. Barrett
City Attorney
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EXHIBIT A

SPECIAL NOTICE
CITY OF NAPA WATER RATE INFORMATION

AUGUST 2011

WATER RATES SCHEDULED FOR INCREASE
TO INVEST IN INFRASTRUCTURE
Single-Family Residential: Inside City (unit = 1,000 gallons)

WHAT’S INSIDE:

Rate Category

Page 2
What are Your Water Rates
Used For?
Page 3
How do Your Rates
Compare with Other Cities?
Page 4
How Can Conservation
Reduce Your Bill?

Current

10/1/11

10/1/12

10/1/13

10/1/14

10/1/15

No service
charge

$13.25

$14.31

$15.45

$16.07

$16.72

Quantity Charge 4-20 units ($/unit)

$4.42

$4.77

$5.16

$5.36

$5.58

Quantity Charge 21-40 units ($/unit)

$4.09
per unit

$4.58

$4.95

$5.34

$5.56

$5.78

$5.80

$6.26

$6.77

$7.04

$7.32

$7.70

$8.32

$8.98

$9.34

$9.71

Bimonthly Service Charge
(0-3 units included)

Quantity Charge 41-75 units ($/unit)
Quantity Charge 76+ units ($/unit)

Single-Family Residential: Outside City (unit = 1,000 gallons)
Rate Category

Proposed rate changes for various
water customer classes are detailed at
right and on Page 3 of this Notice.
A Public Hearing on adopting the
proposed water rates will be held
at City Hall, 955 School Street, on
September 20, 2011, at 6:30 p.m.
Any interested person may submit
comments to the City Council regarding the proposed water rates by either
submitting verbal or written comments at the hearing, or by providing
written comments prior to the hearing. Per the California State Constitution, if written protests representing
a majority of the parcels subject to
the proposed water rates are received
prior to the close of the public hearing, the City may not implement the
proposed water rates. A maximum of
one protest per parcel will be counted.
Written protests of the proposed rates
may be filed at the hearing or prior
to the hearing. Any written protest
mailed to the City must include your
name and water service address, and
it must be filed with the City Clerk,
PO Box 660, Napa, CA 94559.

Bimonthly Service Charge
(0-3 units included)

Current

10/1/11

10/1/12

10/1/13

10/1/14

10/1/15

No service
charge

$19.21

$20.75

$22.40

$23.30

$24.24

$6.41

$6.92

$7.48

$7.77

$8.09

$6.64

$7.17

$7.75

$8.06

$8.38

$8.41

$9.08

$9.81

$10.20

$10.61

$11.17

$12.06

$13.02

$13.54

$14.09

Quantity Charge 4-20 units ($/unit)
Quantity Charge 21-40 units ($/unit)
Quantity Charge 41-75 units ($/unit)

$5.78
per unit

Quantity Charge 76+ units ($/unit)

Multi-Family Residential Customers (unit = 1,000 gallons)
Rate Category

Current

10/1/11

10/1/12

10/1/13

10/1/14

10/1/15

Inside City Quantity Charge ($/unit)

$4.09

$4.42

$4.77

$5.16

$5.36

$5.58

Outside City Quantity Charge ($/unit)

$5.78

$6.41

$6.92

$7.48

$7.77

$8.09

Commercial Customers (unit = 1,000 gallons)
Current

10/1/11

10/1/12

10/1/13

10/1/14

10/1/15

Inside City Quantity Charge ($/unit)

Rate Category

$4.09

$4.50

$4.86

$5.25

$5.46

$5.68

Outside City Quantity Charge ($/unit)

$5.78

$6.52

$7.05

$7.61

$7.91

$8.23

Irrigation Customers (unit = 1,000 gallons)
Rate Category

Current

10/1/11

10/1/12

10/1/13

10/1/14

10/1/15

Inside City Quantity Charge ($/unit)

$4.09

$4.64

$5.01

$5.41

$5.63

$5.86

Outside City Quantity Charge ($/unit)

$5.78

$6.72

$7.27

$7.85

$8.16

$8.49

Elevation Surcharge for Pumped Zone Customers (unit = 1,000 gallons)
Rate Category
Quantity Charge ($/unit)

Current

10/1/11

10/1/12

10/1/13

10/1/14

10/1/15

$0.42

$0.82

$0.99

$1.15

$1.24

$1.34

NOTICE OF PUBLIC HEARING

Public Hearing on Water Rates
September 20, 2011 @ 6:30 pm, City Hall, 955 School Street
Page 1 of 4
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WHAT ARE WATER RATES USED FOR?

The City of Napa has performed a cost of service water rate analysis that reveals the need for 8% annual increases for
the next three years followed by 4% increases each of the following two years. While system operating costs have been
streamlined, additional revenue is needed to fund much-needed capital improvements such as replacement of aging pipelines. The water system does not receive any general fund or taxes for its operation, and water rates account for well
over 90% of revenues. Other sources of revenue include fees on new development and return on investments. What are
all those revenues used for? They ensure the reliability of your drinking water system “From Source to Tap”:

Source
•
•
•
•
•
•
•

Treatment

Maintain 5,000 acres in 2 watersheds
Reservoir algae control
Dam debris removal
Road and culvert repair
Sludge handling and disposal
State Water Project contract
Future supply planning

• Operate up to 3 treatment
plants 24/7, including the
state-of-the-art Edward I.
Barwick Jamieson Canyon
Water Treatment Plant
• Maintain 3 treatment plants
• Calibrate instruments
• Monitor tank levels
• Reporting regulatory
compliance

Transmission

Distribution
•
•
•
•

•
•
•
•
•
•
•
•

Maintain 9 pump stations
Maintain 14 storage and pressure tanks
Maintain 14 regulator stations, 1 flow control station
Repair/replacement of large transmission mains

Tap

•
•
•
•
•
•

Repair 340 miles of pressurized pipeline
Repair 25,000 service lines
Repair hydrants and valves
Main installation
Hydrant flushing
6,000 meter reads every 2 weeks
Service calls, leak repairs
Meter replacement program

Meet all State and Federal health standards
Optimize taste, odor, and appearance
Regulatory compliance sampling
Customer service
Water conservation education and rebates
Administrative and Engineering support “From Source to Tap”

Proposed rates will increase annual capital investment in the distribution system
from $1 million to $3 million, reducing long-term emergency maintenance costs.
Completed Capital Improvements:

Planned Capital Investments:

• Added 14 million gallons of storage in 15 years ($13 mil)
• Edward Barwick Jamieson Canyon Water Treatment Plant
- $38 million investment will serve customers for 40+ yrs
- Treatment capacity increased to 20 million gallons/day
- Addition of Ozone treatment improves quality and taste

• Distribution system improvements to meet new regulations
($1.7 million)
• Install Cathodic Protection to prevent pipe corrosion
($300,000)
• Replace 20+ year old meters and install automated
reading devices ($400,000)
• Replace 50+ year old valves and hydrants ($500,000)
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NAPA RATES TO REMAIN AMONG LOWEST
Napa’s current residential rates are
the lowest among a surveyed group
of water agencies in the northern
Bay Area. It is the only current rate
structure with no fixed service charge
and one of the very few with no tiered
quantity charges. The proposed
October 2011 change will keep Napa
the lowest-cost provider, and even
if the proposed October 2015 rates
were implemented now, Napa would
still remain right around the current
northern Bay Area average. The City
works very hard to control costs and
make prudent decisions to maintain
water rates below the area average.

Visit www.cityofnapa.org/water for:

Water Rate FAQs, Cost of Service Analysis,
On-Line Calculator to see how changes affect your bill

What are the Proposed Changes?

With 10/1/11 Changes,
Average Single-Family
Water Costs will go up
• $1.48 per month in Winter
• $5.01 per month in Summer

SINGLE-FAMILY RESIDENTIAL customers make up more than 85% of the City’s water accounts. Their average
bimonthly usage is 9,000 gallons during the winter, 27,000 gallons during summer. Rates will change from the current
uniform quantity charge to a fixed service charge with tiered quantity charges for the first time since 1996. The fixed
bimonthly charge includes the first 3,000 gallons used. It covers the cost of system availability, meter reading, billing,
and ongoing services that are provided regardless of the quantity of water consumed. The highest tiers are designed to
encourage conservation and reduce discretionary use during the peak summer demand period.
MULTI-FAMILY RESIDENTIAL, COMMERCIAL, and IRRIGATION customers will retain the existing uniform
quantity charge, but with increases of 8-13%, 8%, 8%, 4%, and 4% over the next five years.
PUMPED ZONE customers in Napa’s higher elevation areas currently pay a surcharge of $0.42 per 1,000 gallons. To
meet the actual energy costs and pump station operation, maintenance, and capital replacement costs shared among this
customer class, the elevation surcharge will initially increase to $0.82 per 1,000 gallons, rising to $1.34 by 2015.
INTERRUPTIBLE-SURPLUS AGRICULTURAL AGREEMENTS for frost protection and irrigation outside the City
limits will now be charged the Outside City quantity charge for all on-season or off-season use.
FIRE SERVICES are charged according to the size of the meter available and are a major factor in the overall size of the
water system infrastructure. The cost of service water rate analysis has revealed that significant adjustments are required,
with the largest increases in the bimonthly charge proposed for services provided through 6-inch or larger meters.
Fire Services: Bimonthly Charge
Service Size

Current

10/1/11

10/1/12

10/1/13

10/1/14

10/1/15

1.5-inch

$7.50

$8.10

$10.11

$15.17

$19.47

$24.34

2-inch

$10.00

$10.80

$14.69

$22.04

$28.30

$35.37

2.5-inch

$12.50

$13.50

$14.69

$22.04

$28.30

$35.37

3-inch

$15.00

$16.20

$26.93

$40.39

$51.86

$64.82

4-inch

$20.00

$21.60

$40.67

$61.01

$78.34

$97.92

6-inch

$30.00

$36.50

$78.84

$118.27

$151.85

$189.91

8-inch

$40.00

$64.79

$139.95

$209.92

$269.53

$336.92

10-inch

$50.00

$103.69

$223.97

$335.95

$431.34

$539.18

12-inch

$60.00

$153.18

$330.87

$496.31 $637.24
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$796.54

What does one gallon
of water cost?
Bottled: $2.94 On Sale
Tap: Less than 1 cent
($0.0044 to $0.0052)
delivered straight
to your home!
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Lower Your Own Water Bill through Conservation:
The City’s proposed new rates
include a strong incentive to reduce
your water use and minimize your
bills. Minor changes in water use
habits can mean a big difference in
your bill. In fact, the City is here to
provide you with free help to reduce
unnecessary use. Take advantage of
our programs by visiting

www.cityofnapa.org/water

or calling 257-9497 today. And stop
by our water conservation display at
the 2011 Napa Town & Country Fair!
A new Proposition 84 grant awarded
to Bay Area water agencies may allow
the City to greatly enhance its water
conservation rebate programs for 2012
and beyond.

Lose the Lawn
Take advantage of our “Cash For Grass” Turf Replacement Rebate
Program. Replace irrigated lawn with water-wise plants and receive
up to $500 for homes, $2,500 for businesses and multi-family areas.

Free Water-Wise Home Survey
City specialist will check for leaks, provide high-efficiency replacement fixtures,
inspect irrigation system, and advise on a watering schedule.

Free Toilet Replacement
Use the City of Napa Toilet Replacement Program and have your
old pre-1994 water waster replaced with a WaterSense toilet.

High-Efficiency Clothes Washer Rebate
Get a $100 rebate on a new residential clothes washer that uses at
least 50% less water and energy than a conventional model.

Free Water-Saving Devices
Low-flow showerheads, faucet aerators, toilet flapper valves, “water miser”
nozzles, hose timers, and more are available at our 1340 Clay Street office.

Fall 2011
Water-Wise Landscaping Workshop Series
6:30-8:30 pm
Wednesdays
Yountville Community Center
6516 Washington Street
Yountville

All workshops are FREE!

Water-saving tools, literature, door prizes.
Learn about water-wise rebates.

September 14

Smart Drip Irrigation

September 21

Soils, Mulches, and More

September 28

Perfect Plant Picks

If you own more than
one parcel, you may
receive multiple notices.
We apologize for the
inconvenience.

PO Box 660
Napa, CA 94559
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EXHIBIT B
EXHIBIT B
CEQA Findings

(a)

CEQA does not apply to the establishment, modification, structuring,
restructuring, or approval of rates, tolls, fares, or other charges by public agencies
which the public agency finds are for the purpose of:

(a)(1)

Meeting operating expenses, and investing in capital projects to maintain the
reliability of existing infrastructure
City of Napa Water Division operates a system that involves watershed protection,
collection, purchase, treatment, and delivery of potable water. Operation of the system,
regardless of the quantity of water collected, treated, and delivered carries certain fixed
and variable costs associated with the system’s overall operation.
Over the past three years, the Water Division has encountered a decrease in customer
demands and coincident reduction in rate revenue, while major operating expense
increases for namely chemicals and water supply increased greater than the consumer
price index, while the need to invest in capital projects increased from $1M per year to at
least $3M per year to effectively maintain the existing assets. Division staff advised the
Council that to meet its needs for capital investment, a rate increase is necessary.
The fixed bimonthly service charge recovers some of the revenues for the Water
Division’s fixed costs including meter reading and customer billing. Currently, there is no
fixed charge to reflect the costs incurred irrespective of consumption.
The rate increase will be used to invest in capital projects to protect the integrity of the
existing system and to move towards compliance with new and pending water quality
regulations.

(a)(2)

Purchasing or leasing supplies, equipment, or materials,
Operating the water collection, treatment, and delivery system involves the purchase,
lease, and rental of supplies, equipment, and materials.
The rate increase will be utilized in part to fund the higher costs of purchasing or leasing
supplies, equipment, and materials.

(a)(3)

Meeting financial reserve needs and debt service requirements,
The 2007 Revenue Bonds effectively invested in the Barwick Jamieson Canyon Water
Treatment Plant Improvements and funded 3 additional years of system-wide capital
improvements.
The rate increase will be utilized in part to meet bond debt service coverage ratio
requirements.

(a)(4)

Obtaining funds for capital projects, necessary to maintain service within existing
service areas.
The rate increase includes funds to maintain and replace the City Water Division’s
infrastructure as necessary to ensure the continued delivery of reliable, high-quality
water.

(a)(5) Obtaining funds necessary to maintain such intra-city transfers as are authorized
by city charter.
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The intra-city transfers from the Water Enterprise Fund to the City general fund are
calculated by the cost allocation plan and transfers are made to compensate only for
services received or direct impact mitigation fees.
(b)

Rate increases to fund capital projects for the expansion of a system remain
subject to CEQA. The agency granting the rate increase shall act either as the Lead
Agency if no other agency has prepared environmental documents for the capital
project or as a Responsible Agency if another agency has already complied with
CEQA as the Lead Agency.
The City’s rate increase will fund the on-going operation and maintenance of the water
collection, treatment, and delivery systems to serve water demand. Maintenance of the
overall water system includes the repair and replacement of facilities to safeguard
existing water supplies, infrastructure, and programs to ensure a reliable water supply
into the future. At such time as facilities are scheduled for repair or replacement, a review
of the specific activity will be conducted in accordance with the CEQA Guidelines to
assess the potential for impacts associated with the specific activity.
The rate increase does not include funding for the construction or modification of facilities
that would expand the City’s existing service area or increase the supply of water beyond
that identified as necessary to reliably meet demand.
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EXHIBIT C

Exhibit C
Water Service Customer Classes
Single-family residential are properties that are so designated on the General
Plan Land Use Diagram and which also meets the density range for single family
residential uses established by the current City of Napa General Plan,
and meets the definition and development standards for the single-family
residential districts per Municipal Code Section 17.08; (Residential Districts) of the
Zoning Ordinance,
and have a City of Napa Use Permit (if required) that qualifies them for singlefamily residential use at the property
or are zoned as multi-family residential but are a property with two units, of which
one is a granny unit,
or, regardless of zoning information, where each unit is served by its own water
meter.

Multi-family residential are properties that serve two or more units measured
through one water meter,
and are so designated on the General Plan Land Use Diagram, and which also
meets the density range for multi-family residential established by the current City of
Napa General Plan,
and meet the definition and development standards for the multi-family
residential district per Municipal Code Section 17.08; (Residential Districts) of the
Zoning Ordinance,
and have a City of Napa Use Permit (if required) that qualifies them for multifamily residential use at the property.
Note: A granny unit does not qualify as a unit.

Commercial are properties that serve business, industrial, or institutional uses,
and are designated as commercial, office districts, residential office districts,
industrial districts, public and quasi-public in the Zoning Ordinance.

Irrigation are properties with a dedicated water meter used for irrigation
purposes.
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Inside City are properties within the City of Napa rural urban limit line (RUL)
unless the property is designated as County of Napa property.
Outside City are properties outside the City of Napa RUL or a property
designated as County of Napa property within the RUL.
Pumped Zone are properties in the water system pressure zone 4 and pressure
zone 5 located at elevations that require water to be pumped by the City water system
to the property.
Fire Services are properties with dedicated services for a private fire system and
typically include fire sprinklers.
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ATTACHMENT 2
RESOLUTION R2011__
RESOLUTION OF THE CITY COUNCIL OF THE CITY OF NAPA,
STATE OF CALIFORNIA, ADOPTING RESERVE LEVELS FOR
THE WATER ENTERPRISE FUND
WHEREAS, Black and Veatch completed 2011 Water Cost of Service Rate
Analysis Study; and
WHEREAS, based on the 2011 Water Cost of Service Rate Analysis by Black
and Veatch and Staff’s analysis, the proposed water rates reserve levels can be revised
since water rates include a fixed element that provides more stable revenue; and
WHEREAS, in 2010 the Department of Water Resources agreed to accelerate
the City of Napa State Water Project entitlements from 17,200 acre-feet to 21,900 acrefeet; and
WHEREAS, completion of Improvements to the Barwick Jamieson Canyon Water
Treatment Plant allows the City to take beneficial use of the State Water Project
entitlements; and
WHEREAS, the transfer of drought reserve funds and rate stabilization funds into
a capital improvement fund helps minimize the increase in water rates; and
WHEREAS, based on stability of water supplies and revised rate structure, staff
recommends revisions to Water Enterprise Fund reserve levels.
NOW, THEREFORE, BE IT RESOLVED, by the City Council of the City of Napa,
as follows:
1. City staff recommends that the City Council determine that the
Recommended Action is exempt from CEQA pursuant to CEQA Guidelines
Section 15378(b.4) that the project does not include the creation of
government funding mechanisms or other government fiscal activities which
do not involve any commitment to any specific project which may result in a
potentially significant physical impact on the environment.
2. The City Council hereby adopts reserve levels for the Water Enterprise fund
as defined in Exhibit “A”.
3. The City Council hereby finds that the facts set forth in the recitals to this
resolution are true and correct, and establish the factual basis for the City Council’s
adoption of this resolution.
4. This Resolution shall take effect immediately upon its adoption.

R2011 __
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ATTACHMENT 2
I HEREBY CERTIFY that the foregoing Resolution was duly adopted by
the City Council of the City of Napa at a public meeting of said City Council held on the
20th day of September, 2011, by the following vote:
AYES:
NOES:
ABSENT:
ABSTAIN:
ATTEST: ________________________
Dorothy Roberts
City Clerk
Approved as to form:

Michael W. Barrett
City Attorney

R2011 __
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ATTACHMENT 2
EXHIBIT “A”
Water Enterprise Fund
Reserve Levels
Working Capital Reserve
The City’s fund balance or working capital maintained by the operating fund to cover
day to day expenses and maintain sufficient funds to cover accounts receivables in
case of supply issues, periods of low water sales, or unforeseen cost increases.
Target level: 45-90 days of operating expenditures
Funding level in FY12: $2,400,000.
Long Term Water Supply Reserve
Funds set aside to invest in future water supplies.
Target level: $200,000 annually from the operating fund.
Funding level in FY12: $200,000.
Renewal and Replacement Reserve
The fund is to pay for capital expenditures required as a result of unbudgeted required
replacements or repairs. The amount is based on the projected renewal and
replacement portion of the City’s capital expenditure program. The aim is to provide
sufficient funds to address the failure of a major and critical infrastructure asset. The
cost of replacing an asset, such as a dam or major transmission main are greater than
can be funded over one year so a level will be built up gradually.
Target level: 10-20% of annual capital improvements.
Funding level in FY12: $400,000.
Emergency Reserve
The emergency component of the reserve is to pay for an operating or capital
expenditure required as a result of unbudgeted financial liability. The amount is set as a
percentage of the City’s projected operating expenditures excluding debt service.
Target level: 5-10% of annual operating expenditures excluding debt service.
Funding level in FY12: $960,000.
Capital Improvement Reserve
The capital expenditure component of the reserve is to pay for unforeseen cost
escalations to CIP projects and future compliance projects. The amount is based on a
lump sum projection of contingency requirements and planned large capital projects.
Target level: minimum 10-20% of annual capital improvements.
Funding level in FY12: $7,840,000.

R2011 __
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ATTACHMENT 2

Current Reserve
Funds

Balance ($)

Operating Reserve
Rate Stabilization
Drought Response
Reserve
Capital Improvement
Reserve
Renewal and
Replacement Reserve
Emergency Reserve
Long Term Water
Supply Reserve
Total Reserves

$ 1,700,000
$ 2,000,000
$ 2,800,000

R2011 __

Adopted Reserve
Funds

Balance ($)
$
$
$

$ 1,500,000
$ 400,000
$ 800,000
$ 200,000

$ 9,400,000

Capital Improvement
Reserve
Renewal and
Replacement Reserve
Emergency Reserve
Long Term Water
Supply Reserve
Total Reserves
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-

$ 7,840,000
$

400,000

$
$

960,000
200,000

$ 9,400,000

ATTACHMENT 3

Summary of Water Rate Protest
TYPE OF PROTESTS

CITY
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94559
NAPA, CA 94559
NAPA, CA 94558
NAPA, CA 94559
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94559
NAPA, CA 94559
NAPA, CA 94559
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94559
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558

APN
050-262-002
050-150-004
034-211-042
007-172-021
061-021-008
050-420-005
045-125-014
046-702-026
050-211-004
006-111-002
042-172-046
001-024-012
043-190-001
042-203-022
044-533-020
041-700-010
044-320-026
038-091-043
007-192-025
007-172-017
042-083-002
005-031-025
041-690-004
007-343-027
038-614-006
041-101-010
061-161-013
061-161-020
006-148-012
002-097-009
004-551-020
038-234-002
038-354-008
001-303-006
004-593-019
036-261-004
036-252-014
001-573-006

ECONOMY

PROP 218 CONCERNS
& OTHER

GENERAL NONSUPPORT

MISCELLANEOUS
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Summary of Water Rate Protest
TYPE OF PROTESTS

CITY
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94559
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94559
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94559
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94559
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94559
NAPA, CA 94559
NAPA, CA 94558
NAPA, CA 94559
NAPA, CA 94559
NAPA, CA 94559
NAPA, CA 94559
NAPA, CA 94558
NAPA, CA 94559
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558
NAPA, CA 94558

APN

ECONOMY

044-070-029
050-191-006
002-190-018
007-053-013
001-534-007
045-141-035
042-142-002
061-151-010
043-290-008
004-212-039
044-340-031
007-143-005
002-097-014
038-601-003
001-183-016
002-061-005
042-311-006
050-092-014
061-161-031
046-254-015
007-131-090
042-260-023
007-143-004
046-044-008
005-013-008
036-252-015
043-231-028
046-041-010
046-671-009
007-293-036
041-130-051
005-013-005
050-180-001
035-110-033
006-050-012
004-372-018
007-231-030
044-340-023




PROP 218 CONCERNS
& OTHER

GENERAL NONSUPPORT

MISCELLANEOUS
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Summary of Water Rate Protest
TYPE OF PROTESTS

CITY
NAPA, CA 94559
NAPA, CA 94558
NAPA, CA 94558

APN
006-143-002
061-162-018
004-311-007

ECONOMY

PROP 218 CONCERNS
& OTHER

GENERAL NONSUPPORT







NAPA, CA 94558
NAPA, CA 94558
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MISCELLANEOUS
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ATTACHMENT 2

REVISED - Scenario A
Customer Bill Impact Under Water Rate Schedule
Presented at July 19, 2011 Council Workshop
Current

Customer Class

Meter
Size

Units
Consumed
Bimonthly

Total
Bimonthly
Bill

Proposed - 2012
Total
Bimonthly
Bill

Price Per
Gallon

Price Per
Gallon

Proposed - 2016

Monthly
Increase from
Current

Total
Bimonthly
Bill

Price Per
Gallon

Monthly
Increase from
Current

SFR INSIDE CITY
Customer A

3/4"

3

$12.27

$0.0041

$13.25

$0.0044

$0.49

$16.72

$0.0056

$2.23

Customer B (Average Winter)

9

$36.81

$0.0041

$39.78

$0.0044

$1.49

$50.19

$0.0056

$6.69

Customer C (Average Summer)

27

$110.43

$0.0041

$119.34

$0.0044

$4.46

$150.56

$0.0056

$20.07

Customer D

55

$224.95

$0.0041

$311.98

$0.0057

$43.52

$393.59

$0.0072

$84.32

Customer E

100

$409.00

$0.0041

$658.48

$0.0066

$124.74

$830.72

$0.0083

$210.86

3

$13.53

$0.0045

$15.71

$0.0052

$1.09

$20.74

$0.0069

$3.61

Customer G (Average Winter)

9

$40.59

$0.0045

$47.16

$0.0052

$3.29

$62.25

$0.0069

$10.83

Customer H (Average Summer)

27

$121.77

$0.0045

$141.48

$0.0052

$9.86

$186.74

$0.0069

$32.49

Customer I

55

$248.05

$0.0045

$357.08

$0.0065

$54.52

$467.29

$0.0085

$109.62

Customer J

100

$451.00

$0.0045

$740.48

$0.0074

$144.74

$964.72

$0.0096

$256.86

3

$17.34

$0.0058

$19.21

$0.0064

$0.94

$24.24

$0.0081

$3.45

Customer L (Average Winter)

9

$52.02

$0.0058

$57.68

$0.0064

$2.83

$72.78

$0.0081

$10.38

Customer M (Average Summer)

27

$156.06

$0.0058

$173.04

$0.0064

$8.49

$218.31

$0.0081

$31.13

Customer N

55

$317.90

$0.0058

$452.37

$0.0082

$67.24

$570.71

$0.0104

$126.40

Customer O

100

$578.00

$0.0058

$954.80

$0.0095

$188.40

$1,204.54

$0.0120

$313.27

25

$102.25

$0.0041

$110.50

$0.0044

$4.13

$139.40

$0.0056

$18.58

Customer Q

120

$490.80

$0.0041

$530.40

$0.0044

$19.80

$669.14

$0.0056

$89.17

Customer R

200

$818.00

$0.0041

$884.00

$0.0044

$33.00

$1,115.24

$0.0056

$148.62

SFR INSIDE CITY - PUMPED ZONE 4
Customer F

3/4"

SFR OUTSIDE CITY
Customer K

3/4"

COMMERCIAL, MFR, IRRIGATION INSIDE CITY
Customer P

2"

Rate Structure
1. Minimum Service Charge for SFR that includes 3 units
2. 2 SFR Tiers
3-34 Units
35+ Units
Values in red are revised on supplemental information.
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