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DIVISION OF FINANCIAL ASSISTANCE

REVENUE PROGRAM GUIDELINES 

for the

SMALL COMMUNITY WASTEWATER GRANT (SCWG) PROGRAM

INTRODUCTION

The SCWG Revenue Program Guidelines (Guidelines) are intended to help eligible small communities (as defined in the SCWG Program Policy) in developing, implementing, and maintaining a wastewater revenue program, or wastewater user charge system, in conformance with SCWG requirements and policies of the State Water Resources Control Board (SWRCB).  In these Guidelines all cities, counties, special districts, and public agencies eligible for a small community grant are referred to by the term "communities".  These Guidelines apply to all recipients of SCWG grants.

The revenue program specialist of the Division of Financial Assistance (Division) is available to answer inquiries or provide assistance relating to the preparation of wastewater revenue programs and implementing ordinances.

SECTION 1 - GENERAL

Section 1-1 - General Requirements 

a.
Revenue program
The revenue program is a formally documented user charge system developed by the community. It is designed to provide a source of revenue for operation, maintenance, and replacement (O. M. & R.) costs of the wastewater system that conforms with SWRCB requirements. In addition, debt service and revenue for establishing a capital reserve fund and an operating reserve fund, may be collected by the system of charges, based on factors determined by the community.

b.
System of service charges
A system of service charges is developed first by estimating the community's annual revenue requirements for the wastewater system O. M. & R., including those portions which were not grant funded. Rates are then set based on the identification of users and their respective contribution to the wastewater loading of the treatment works. This process is described in detail in these Guidelines.

c.
Revenue program submittal

Revenue programs must be submitted to the Division by the community. Programs submitted by a consultant will not be reviewed unless accompanied by a cover letter signed by the authorized representative of the community. All correspondence must include the following information and be signed by the authorized representative:


1.
Community's name, address and phone number;


2.
Grant number; and


3.
Type of revenue program (draft, updated draft or final).

d.
Draft revenue program

A draft revenue program must be submitted to the Division as part of the facilities plan during the planning process. Preparation of a draft revenue program allows both the community and the Division to determine the approximate monthly sewer service charge needed to provide the funds for the operation and maintenance of the treatment facilities, as well as any debt service, administrative costs and capital reserves. The draft revenue program will be reviewed by the Division and the community will be informed of any deficiency in the proposed user charge system. The draft revenue program must be approved by the Division, prior to Division approval of the facilities plan.

e.
Updated draft revenue program
An update of the draft revenue program must be submitted at the end of the project design process. The preparation of this updated revenue program is required to permit the community to reevaluate the annual financial requirements estimated during the planning period. The community’s estimated needs may change due to 1) treatment processes and equipment selected during design, 2) the determination of the grant eligibility of the project, which may effect the local share of the total cost, and 3) the amount of debt that the community may incur to fund their portion of the project cost.

f.
Final submittal requirements
A final revenue program, an adopted sewer use ordinance and an adopted wastewater rate ordinance, must be submitted to, and approved by, the Division prior to pay out of funds beyond 90 percent of the grant amount. The sewer use ordinance and the wastewater rate ordinance must be enforced upon completion of construction and initiation of operation.

g.
Wastewater rate ordinance
The rates in the wastewater rate ordinance must agree with those shown in the final revenue program. The enacted rate ordinance or resolution must be enforced upon completion of construction.

h.
Draft and final revenue program format
The draft revenue program may be either separately bound and labeled, or included within the facilities plan. The updated draft revenue program and the final revenue program must be separately bound and labeled. Only one copy of a revenue program needs to be submitted to the Division for approval.

i.
Revenue program forms

The revenue program forms contained in these Guidelines, if utilized, will facilitate Division review and approval. In most cases, the forms address all the information that is necessary for a revenue program.

j.
Pre-existing agreements
The wastewater user charge system shall take precedence over any terms or conditions of agreements or contracts that the community may be party to, inconsistent with the requirements of these Guidelines. If there are any pre-existing agreements or contracts that are inconsistent with the requirements of these Guidelines, the community must notify the Division's revenue program specialist at the time a revenue program is submitted for review.

k.
Letter of intent
A letter of intent, executed by any industrial user who will contribute more than ten (10) percent of the treatment works design flow or design loading, must be submitted with the draft revenue program. A sample letter of intent is provided in this document. Letters documenting commitments by industrial users intending to increase flows or loadings, or to locate in the community's service area in the future, must also be submitted with the draft revenue program.

l.
Public notice requirement

The charges developed in the revenue program must be published in a newspaper of general circulation within the community's service area. The public notice must substantially follow the example “Public Notice Format” contained in this document.

Section 1-2 - Annual Revenue Requirements

a.
Operation and maintenance, including replacement (OM&R)

1.
Communities need funds to pay the annual OM&R costs of the treatment works. These costs include the costs of labor, power, chemicals, supplies, laboratory control and monitoring, general administration, billing, and incidental items incurred during normal operation. Also included are those expenditures, termed ordinary repairs, necessary to keep the treatment works in proper operating condition.  The replacement costs (as defined below), and other administrative costs, such as overhead and accounting, which are directly related to the OM&R of the treatment works, are also included in the annual costs.


2.
An estimate of OM&R costs should be made by adjusting the community's latest operating cost data to reflect operational changes, wage escalation, and staffing changes. In the case of newly constructed facilities, the estimated OM&R costs must be listed in the facilities plan by the engineer.

b.
Replacement costs


1.
A separate line item for replacement must be shown in the calculation of the annual revenue requirements. Replacement costs include all expenditures required for a facility to operate for its design life.  Replacement costs do not include expenditures for major rehabilitation, structural rehabilitation, expansion of capacity, or upgrades.


2.
Replacement costs include such items as: pumps, motors, telemetry and electrical controls, air scrubbing equipment, chlorination and dechlorination equipment, vehicles, radios, etc.


3.
Replacement costs should be based, at a minimum, on a five year planning cycle. For example, assume that a community estimates it will have to replace $85,000 worth of equipment over the next five years and it has $10,000 in the replacement account. The annual replacement cost to be included in the user charge would be: ($85,000 - $10,000)/5 years = $15,000 per year.  This cost must be recalculated each year.

4.
The community may, in lieu of the five year replacement plan, deposit an amount in the replacement fund equal to the sum of the straight line depreciation (based on current costs) of the assets (excluding structural facilities such as buildings, ponds, pipes, etc).

c. 
Debt service
1.
Debt service is the annual sum of the principal and interest payments on proposed or outstanding obligations secured by bonds or loan contracts. 

d.
Operating reserve fund (optional)

1.
Communities are encouraged to establish an operating reserve fund to insure the proper operation of the treatment works. This fund is intended to satisfy costs associated with unanticipated price increases, additional chemical usage, etc. It does not include costs for replacement of equipment. Wastewater agencies in California normally operate with reserves of between 10 and 50 percent of annual revenue requirements.

e.
Capital reserve fund (optional)

1.
Communities are encouraged to establish a capital reserve fund. This fund is intended to provide funds for replacement of facilities after they serve their useful life. Connection fees, capacity charges, development charges, wastewater impact fees and any other charge imposed on new construction wastewater agencies in California normally operate with reserves of between 10 and 50 percent of annual revenue requirements.

Section 1-3 - Identification Of Users

a.
After the annual revenue requirements are determined, the users of the treatment works and their associated wastewater flows must be identified. Flows must be documented for the user groups listed below, in order that proportional costs can be calculated. All users of the treatment works must be included in the revenue program. 


1.
Residential users - Individual cost allocations need not be made for various types of residential users. However, communities may wish to divide residential users into single family, multiple family, or mobile home subgroups to allow for more refined cost allocations.


2.
Commercial users - Because of great variability in wastewater flow rates, the commercial group should be divided into appropriate subgroups. Large commercial users discharging more than 25,000 gallons per day must have their costs allocated individually.


3.
Industrial users - Because of great variability in wastewater flow rates, the industrial group may need to be divided into appropriate subgroups. Industrial users contributing more than 25,000 gallons per day or using five percent, or more, of plant design capacity must have costs allocated individually. 


4.
Outside communities - Any outside community discharging to the treatment works must be listed as a separate user group.


5.
Septage - If septage is received by the treatment works, this category must be listed as a user group. Because of the high strength of septage, the charges established for septage must be based on its contributing loadings. Generally, a 1,000 gallon dumping contains 45 lbs (5,400 mg/l) of BOD5 and 100 lbs (12,000 mg/l) of SS. These loadings should be used for septage from residential septic tanks only. Other types of septage from commercial or industrial sources must be sampled at the discharger's expense to allow a proper charge and prevent unacceptable discharges. 

Section 1-4 - Allocation Of Annual Revenue Requirements And Rate Determination

a.
Collection System Only Projects
1.
If the SCWG funded project is for a collection system that will discharge to a regional treatment facility, the regional facility may have preexisting revenue program requirements that take precedence over these SCWG revenue program guidelines. The Division’s Project Manager should be contacted for specific revenue program requirements and guidelines.

b.
Rate determination

1.
Allocation of annual costs is done in three steps. First, the total annual cost is divided by the total annual flow to the plant (not design flow) to produce a unit cost per gallon. Second, the annual discharge of each user (or user group) is multiplied by the unit cost to determine the annual charge that each user (or user group) should pay. Third, the annual charge is divided by the number of billing periods per year to determine the amount to charge each billing period (i.e. monthly, quarterly, etc.) 

c.
Policies affecting rate determination

1.
Users pay costs of OM&R

The portion of the annual revenue requirements, which constitute the cost of OM&R of the treatment works, must be recovered from users of the system by means of a user charge system based on actual use (or estimated use). User charges must recover the cost of OM&R from users based on their proportionate contribution to the total wastewater loading from all users. The total OM&R budget may, however, be offset by income derived from the operation of the treatment works such as, sale of used equipment, sludge, sludge gas, residues, reclaimed wastewater, farm crops, power created by the effluent or other by-products. Investment income from assets of the wastewater enterprise is also considered operating income if the assets were originally funded with income generated from user charges. 

2.
Low income discount allowed

Communities may (at their option) adopt reduced (less than proportionate share) rates for low income residential users. Low income users are defined as any user whose income is below the poverty rate established within the community's service area. These reduced service charges, if used, must be based on an economic consideration only. The discount may not be applied only to a subgroup under the poverty level (i.e., only to senior citizens). 

3.
Rules for low income discount

If the community decides to adopt a low income discount rate the following rules apply:



A.
The discount rate selected will apply to all users who qualify for the discount; 



B.
Eligibility for the discount must be verified at least annually; and



C.
All revenues, which are lost because of the discount, must be recovered from other users of the system through increased service charges.


4.
Pre-existing agreements
Any pre-existing agreements, which levy OM&R charges for more or less than the rates calculated through the revenue program, based on actual (or estimated) use, will not be allowed to continue, and the charges must be revised to reflect the approved rates.


5.
Recovering non-OM&R costs
A.
The Division recommends that funds for the cost of debt service, capital improvements, etc. be collected with the OM&R service charge in proportion to the cost of the service rendered. However, the community may charge for these other revenue requirements through service charges, ad valorem taxes, standby charges, or assessments. If they are collected through service charges, and the community does not wish to recover these other costs in proportion to system use, public notice describing the impacts of the proposed rate structure is required. An opportunity for public comment within a reasonable period of time, prior to final adoption of the rate ordinance by the community, must be given. Notice shall be given by direct mailing to all organizations and individuals who have previously requested such notice and to all users of the system who will be adversely affected by the change in rates.

B.
The notice must substantially follow the example “Public Notice Format” contained in these Guidelines. The community may wish to include in the notice, a discussion of the facts, which prompted the proposed rate ordinance, and the pros and cons of the enactment.

d.
Allocation of costs of infiltration and inflow (I/I)

1.
The user charge system shall provide that costs of OM&R, for all I/I flows not directly attributable to users, be distributed among all users according to the following:



A.
In proportion to their actual use; or



B.
By using one or any combination of the following factors on a reasonable basis:




(i)
Flow volume of the users.




(ii)
Land area of the users.




(iii)
Number of hookups or discharges of the users.




(iv)
Property valuation of the users (if ad valorem taxes are used).

e.
Administrative costs
1.
Administrative costs may be included in the OM&R cost allocation, or they may be separated and allocated on another equitable basis, such as number of accounts.

Section 1-5 - Implementation And Maintenance

a.
Implementing ordinances
1.
A community's user charge system, as described in the final revenue program, must be incorporated in one or more community legislative ordinances or other legally binding requirements.

2.
If the treatment system accepts wastewater from other communities, the other communities receiving waste treatment services must also adopt user charge systems in accordance with these Guidelines. 

b.
Accounting systems
1.
All special districts including county water, community service and public utility districts must use the uniform system of accounts prescribed for wastewater disposal districts under Title 2, Division 2, Chapter 2, Sections 1101.1 through 1103.4 of the California Administrative Code. Those communities not subject to the uniform system of accounts must establish accounting systems for wastewater treatment conveyance, treatment, and disposal, which will provide essentially the same level of detail as the uniform system. 

A.
Wastewater activities will be accounted for in an enterprise fund. An enterprise fund is a fund established to account for operations; (a) that are financed and operated in a manner similar to private business enterprises - where the intent of the governing body is that the costs (expenses, including depreciation) of providing goods or services to the general public on a continuing basis be financed or recovered primarily through user charges; or (b) where the governing body has decided that periodic determination of revenues earned, expenses incurred, and/or net income is appropriate for capital maintenance, public policy, management control, accountability, or other purposes. 

2.
The enterprise fund will consist of at least two revenue and three expense accounts as follows: 



A.
Revenue accounts

(i)
Service charge revenue - Only service charges, dedicated ad valorem taxes and income generated from the operation of the wastewater facility (see Section 1-4 b. 1. of these Guidelines) will be deposited to this account. Funds from this account may be used for any wastewater related activity. 

(ii)
Capital revenue - All other sources of revenue (i.e., connection fees, augmentation funds, standby charges, non-dedicated ad valorem, etc.) will be deposited in this account. Funds from this account may only be used for facility expansion, facility upgrade and major rehabilitation projects. OM&R costs may not be funded from this account (see Section 1-2 b. of these Guidelines for discussion of replacement costs). 


B.
Expense accounts

(i)
Operation and maintenance - Designated for the specific purpose of defraying the operation and maintenance costs of wastewater conveyance, treatment, and disposal. These costs must be funded from the service charge revenue account. 

(ii)
Replacement - Designated for the specific purpose of ensuring that replacement funds are available to maintain the capacity and performance of the treatment works over its useful life. This fund does not include money set aside for unexpected price increases which should be accumulated in an operating reserve fund. Replacement costs must be funded from the service charge revenue account. 

(iii)
Capital expenditures - Designated for any other wastewater related activity not properly included in either the Operations and Maintenance Account or Replacement Account. Either of the Revenue Accounts (see 2. A. above) may be used to fund expenditures charged to this account. 

c.
Temporary loaning of funds
1.
The aforementioned requirements do not preclude the loaning of funds from the wastewater enterprise reserves for other authorized uses provided the following conditions are met: 


A.
It has been established that these funds will not be needed for wastewater activities for the period of the loan;


B.
The loan is recorded in the appropriate wastewater fund account with the loan period specifically shown;


C.
The fund borrowing the money repays the loan with at least as much interest as the money would have earned if the money had not been loaned; and


D.
There are no other regulations, bond covenants, etc. limiting the loaning of the funds.

d.
Requirements for review and approval
1.
Implementation and maintenance of an approved revenue program is required as a condition of every grant contract. Each community must maintain all records that are necessary to document compliance with appropriate State and Federal requirements.

2.
The financial documents, audits, budgets, user charge system, etc. of the community's wastewater enterprise are subject to review by the staff of the SWRCB to insure compliance with these Guidelines during the life of the SCWG grant funded facilities. 

3.
The community shall review and revise its system of service charges and rate ordinances or resolutions as necessary to reflect actual funding needs of the treatment works.

4.
Any time that rates are changed, a copy of the review work papers and rate ordinance shall be forwarded to the Division's revenue program specialist for review and approval.

SECTION 2 - SPECIAL CONSIDERATIONS 

Section 2-1 - Regional Treatment Systems
a.
When treatment works serving more than one community are consolidated into a regional system, the following requirements for institutional and financial arrangements apply:

1.
Institutional arrangement
Any number of institutional arrangements between agencies participating in a regional system are acceptable. Special districts or joint powers authorities may be formed, or service agreements entered into, which designate a community as "lead agency" to apply for and receive a grant. Regardless of which institutional arrangement is chosen, the user charge system outlined in the revenue program must cover all wastewater treatment services provided and each participating community must adopt its own user charge system and rate ordinance or resolution.


2.
Submission of a revenue program for a regional system
A.
If the agency responsible for the regional system is authorized to bill all of the individual users of the system, only one revenue program, and rate ordinance or resolution is required.

B.
If the agency responsible for the regional system bills a subscribing community, which in turn bills the individual users, separate revenue programs and rate ordinances or resolutions are required for the agency operating the regional system and each subscribing community. The agency responsible for the regional system must base it’s charges to a subscribing community on actual use and include the fixed cost of reserved capacity if capacity is reserved for specific subscribing communities.

3.
Interagency agreements
All interagency agreements for wastewater services and/or charges must be submitted to the Division for review. These agreements should address the issue of how the costs of future plant expansions will be allocated.

Section 2-2 - Individual Systems

a.
The user charge system requirements apply to SCWG grant funded alternative wastewater treatment systems (including dual waterless/gray water systems), even if privately owned, which are neither connected to nor are part of any conventional treatment system. 

Section 2-3 - Connection Fees
a.
Normally, a portion of the capital costs of a project are recovered from future users through connection fees. If connection fees are not collected because anticipated growth does not occur, the capital costs of the plant must be recovered from the existing users. Because anticipated growth does not always occur, existing users should be informed of these potential costs before commitments are made to fund the project. Accordingly, for treatment works with more than 25 percent of the total treatment plant capacity reserved for future users, an analysis is required of the charges, which would be assessed to existing users, if anticipated growth does not occur. This analysis must be included in the proposed revenue program.

b.
Connection fees may be used to recover debt service costs, which would have been recovered on an annual basis, if the user had been connected when the treatment works began operation. This fee may not be used to recover excessive cost from future users of treatment works in order to reduce charges to current users. Connection fees may not be used to fund replacement costs.

Section 2-4 - Standby Charges

a.
Standby charges may be used to recover debt service from potential users prior to connection, if service is available and the standby charge is proportionate to the available service. Standby charges shall not be charged to properties for which no capacity or insufficient capacity is available.

Section 2-5 - Minimum Charges

a.
If a community charges flat rate for some users and a variable rate (such as water consumption), for others, a minimum charge may be established for the variable rate users to collect the fixed costs of providing service. This charge must not be more than the minimum charged to any user group which is charged a flat rate. For example, if apartments are charged a flat rate which is less than the single family rate, the minimum charge to customers paying based on water consumption would be the rate charged to apartments, not single family residences. The same minimum charge must be applied to all user groups which have a minimum charge, unless it can be shown that fixed costs vary significantly.

SECTION 3 - SEWER USE ORDINANCE 

a.
A sewer use ordinance or other legally binding document shall prohibit any new connections from inflow sources into the treatment works and require that new sewers and connections to the treatment works are properly designed and constructed. The ordinance or other legally binding document shall also require that all wastewater introduced into the treatment works not contain toxics or other pollutants in amounts or concentrations that endanger public safety and physical integrity of the treatment works; cause violation of effluent of water quality limitations; or preclude the selection of the most cost-effective alternative for wastewater treatment and sludge disposal. Refer to Page B- 12 of these Guidelines for sample paragraphs that will satisfy these requirements.

GLOSSARY

Ad Valorem Tax: A tax based upon the value of real property.

Applicant: A community that has (or will) applied for a SCWG.

CAC: California Administrative Code.

Capital Costs: Costs of facility expansion, facility upgrades, major rehabilitation or construction/replacement to extend the useful life of the facility.

Commercial User: All retail stores, restaurants, office buildings, laundries, and other private business and service establishments, churches, lodges, and institutional users.

Connection Fee: A fee paid by a new system user for the capital costs of capacity made available for its use.

Construction: The planning, designing, and construction of any treatment works.

Financial Plan: A description of the proposed institutional arrangements that will be used to manage the project, and of the amount and sources of funds necessary to finance the community's share of the project cost and to provide for cash flow during the design and construction periods.

Future Capacity: Available treatment works capacity not needed to serve existing users.

Industrial User: Any nongovernmental nonresidential user of publicly owned treatment works which is identified in the Standard Industrial Classification Manual, 1972, Office of Management and Budget, as amended and supplemented, under the following divisions:

a. Agricultural, Forestry, and Fishing;

b. Mining;

c. Manufacturing;

d. Transportation, Communications, Electric, Gas, and Sanitary; and

e. Services.

A user in the divisions listed above may be excluded if it is determined that the user will introduce primarily segregated domestic waste or wastes from sanitary conveniences.

Infiltration: Water other than wastewater that enters a sewer system (including sewer service connections and foundation drains) from the ground through such means as defective pipes, pipe joints, connections, or manholes. Infiltration does not include, and is distinguished from, inflow.

Inflow: Water other than wastewater that enters a sewer system (including sewer service connections) from sources such as, but not limited to, roof leaders, cellar drains, yard drains, area drains, drains from springs and swampy areas, manhole covers, cross connections between storm sewers and sanitary sewers, catch basins, cooling towers, storm waters, surface runoff, street wash waters, or drainage. Inflow does not include, and is distinguished from infiltration.

Community: Any city, county, special district, or public agency formed under the laws of the state that are eligible for a small community grant.

OM&R: Operation, maintenance and replacement.

Project: The scope of work for which assistance is awarded by a SCWG contract.

Rehabilitation: Extraordinary expenditures for obtaining and installing equipment, accessories, or appurtenances, which extend the useful life and/or improve the capacity or efficiency of the treatment works as originally designed. Rehabilitation costs are considered capital outlays.

Replacement: Expenditures for obtaining and installing equipment, accessories, or appurtenances which are necessary during the useful life of the treatment works to maintain the capacity and performance for which such works were designed and constructed.

Revenue Program: A formal documentation of dischargers, flows, and costs designed to provide revenues for OM&R, and local debt service for the treatment system which demonstrates compliance with SCWG policies on user charges.

Service Charge: A charge levied on a user of the treatment works which includes a user charge to recover the costs of OM&R and which may include an additional charge for capital reserve and debt service.

Treatment System: Any devices and systems used in collection, transport, storage, treatment, disposal, recycling, and reclamation of municipal sewage or industrial wastes of liquid nature, or necessary to recycle or reuse water at the most economical cost over the useful life of such works.

User: A recipient of wastewater collection and/or treatment services as described in the definition of "Treatment System".

User Charge: A charge levied on users of a treatment system for the cost of OM&R.

SAMPLE PARAGRAPHS TO SATISFY

THE SEWER USE ORDINANCE REQUIREMENTS

1.
The ordinance shall prohibit any new connections from inflow sources into the sanitary sewer portions of the sewer system.

Example:  Prohibited Waste Discharges

No person shall discharge, or cause to be discharged, any rainwater, stormwater, groundwater, street drainage, subsurface drainage, yard drainage, including evaporative type air cooler discharge water, to any public or private sewer which directly or indirectly connects to the wastewater treatment works of the (community).

2.
The ordinance shall insure that new sewers and connections to the sewer system are properly designed and constructed.

Example:  Construction Standards
Plans for sewer construction shall meet all design requirements of the (community) having area jurisdiction and shall also meet the design requirements as established from time to time by the Engineer;



and

Inspection of all sewer construction shall be made by personnel of the (community) in the manner described in the following sections:

3.
The ordinance shall prohibit the introduction of toxics and certain pollutants.

Example:  Prohibited Discharges
No person shall discharge or cause to be discharged to any public or private sewer which directly or indirectly connects to the (community's) wastewater treatment works any toxic or other waste, if in the opinion of the (manager) such wastes may have an adverse or harmful effect on sewers, maintenance personnel, wastewater treatment plant personnel or equipment, treatment plant effluent quality, public or private property, or may otherwise endanger the public, the local environment or create a public nuisance. The (manager) in determining the acceptability of specific wastes, shall consider the nature of the waste and the adequacy and nature of the collection, treatment and disposal system available to accept the waste.

GOURMET SOUP COMPANY

Administration Building, Suite 9

Franklin, CA 98765-4321

Mr. Craig Hagen

Board of Directors

Greater Franklin Sanitary District

Franklin, CA 98765

Dear Mr. Hagen:

LETTER OF INTENT, ALLOCATED COSTS OF WASTEWATER TREATMENT

It is the intent of the Gourmet Soup Company (Company) to utilize the wastewater treatment facilities of the Greater Franklin Sanitary District (District) to treat approximately 30,000 gallons per day of process wastewater from our facility.

It is understood by the Company that the wastewater treatment facilities were funded, at least in part, by a grant from the State of California. It is further understood that as a condition of this grant, the Company must pay to the District the full cost of operation, maintenance and replacement costs attributable to treating the Company's wastewater.

It is the Company's understanding that if there is a substantial change in the strength, volume, or delivery flow rate characteristics of the waste introduced into the treatment works by the Company, the charges will be adjusted accordingly, and that if there is an expansion or upgrading of the treatment works, charges to the Company will be adjusted accordingly.

Although this letter represents a good faith estimate of period of use and capacity needed by the Company, it is not to be construed as binding the Company to continue discharging any quantity or quality of wastewater to the District's treatment works, to pay for capacity of treatment that it does not use, or to use the facilities for any definite length of time. The information given is provided only to assist the District in sizing the treatment works and to evidence awareness by the Company that it will be required to participate in payment of certain costs, including those described above.

Sincerely,

Mr. Charles Ellison,

Chairman of the Board

PUBLIC NOTICE FORMAT

NOTICE OF PROPOSED CHANGE IN WASTEWATER RATES

The City Council of the City of Hagenville is considering a rate ordinance for wastewater treatment which provides that capital costs will not be recovered in proportion to system use. The effect of the ordinance is to reduce costs to industrial and commercial users with a corresponding increase in the rates to residential users.

The following table shows the rates proposed to be charged typical users in the industrial, commercial, and residential categories using the proposed rate structure. The table compares these rates with what they would be if they were calculated in proportion to system use.

PROPOSED MONTHLY CHARGES

Type of
Proposed
Proportion

  User
Rates
to Use
Difference

Industrial

User
$1,500
$2,000
-$500 

Typical

Industrial

User
$750
$1,000
-$250

Typical

Commercial

User
$300
$400
-$100

Typical 

Residential

User
$9
$7
$2

The City Council invites you to attend and participate in a public discussion of this proposed ordinance. It will be held:  

Date:

Time:

Place:

Any comments which are received by the City Council prior to the date of the meeting will also be considered.

 (A discussion of the facts which prompted the proposed rate ordinance and the pros and cons of its enactment may be inserted at the end of the notice or included on a separate sheet of paper.)

REVENUE PROGRAM FORMS

AND

INSTRUCTIONS


[image: image4.wmf]FORM 2 

Annual OM&R and Nonoperating Costs

(Instructions on back of page)  

Community__________________________________________________

        Date_____________

CURRENT YEAR

FIRST YEAR OF

COST CATEGORY

COSTS

FULL OPERATION

     1.  TREATMENT AND COLLECTION

(a) Wages and Salaries

(b) Benefits

(c) Utilities

(d) Supplies

(e) Contract Services

(f) Repairs

(g) Equipment Replacement

(h) Insurance

(i) General and Administrative

(j) Subtotal Treatment Facilities 

     2.  OPERATING INCOME:

(a) Rent

(b) Sale of products

(c) Investment Income 

(d) Subtotal Operating Income

     3.  MISCELLANEOUS:

(a) Overhead/Indirect

(b) Operating Reserve Fund

(c) Capital Reserve Fund

(d) Debt Service Fund

(e) Subtotal miscellaneous 

     4.  TOTAL ANNUAL COST REQUIRED



FORM 1 - SUMMARY OF USERS AND WASTEWATER CHARACTERISTICS 

PURPOSE:
· To identify groups of residential, commercial and industrial users.

· To show wastewater characteristics (flow), design capacity provided, and estimated annual volumes for these groups, and for any special classifications.

TO COMPLETE THE FORM:


1.
Column (A):  Enter the number of users (connections) in each group.


2.
Column (B):  Enter names of users (user groups). 


3.
Column (C):  List the average daily flow for each user (or user group) in gallons per day.


4.
Column (D):  Show facility design capacity for each user (or user group).

5.
Column (E):  Enter annual contributions for each user (or user group) by multiplying Column (C) by 365 (unless a user operates less than all year).  Some users (schools, canneries, etc.) may only operate for a portion of a year.  Therefore, the number of days of operation may be less than 365. 

NOTES:
1.
Other relevant parameters such as BOD5 and SS may be used if the Community desires and they are consistent with the design basis of the treatment facility.  


2.
Infiltration/inflow may be separately identified. 

[image: image1.wmf]FORM 1  Summary of Users and Wastewater Characteristics
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FORM 2:
 ANNUAL OM&R AND NON-OPERATING COSTS
PURPOSE:
· To show current year OM&R costs and estimated "first year" OM&R costs.

· To show current year administration costs and estimated administration costs.

· To show current year operating income and estimated operating income.

· To establish an optional operating reserve fund, capital reserve fund, debt service fund, etc. Reserves are strongly recommended, but not required, by these Guidelines.

TO COMPLETE THE FORM:

1.
Enter OM&R cost data as appropriate.

2.
Use methods for estimating the amount of replacement to be funded in the operating fund found in Section 1-2 b. of these Guidelines.


3.
Enter any current and estimated operating income as appropriate.

4.
Enter the current and estimated overhead or indirect, and payments into operating reserve, capital reserve, and/or debt service reserve.

5.
Use methods for estimating the amount of operating reserves to be established found in Section 1-2 d. of these Guidelines.

NOTES:
Replacement costs will be calculated in accordance with Section 1-2 b. of these Guidelines.  Records showing computations will be retained by the Community and are subject to review.
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FORM 3:
 SUMMARY OF CAPITAL REPLACEMENT FUND COSTS

PURPOSE:

· To calculate the unit cost per gallon of the total annual revenue requirements.

TO COMPLETE THIS FORM:

1.
Enter the total estimated annual revenue required (from Form 2) in the blank space after “Annual Revenue Needed”.

2.
Enter the total annual volume (from Column (E), Form 1) in the blank space after “Annual Volume in gallons”.

3.
Divide the annual revenue needed by the annual volume and enter the result in the blank space after “Unit Cost”. This is the Community’s unit cost per gallon of the total annual revenue required from user fees.

4.
The values for Columns (A), (B) and (C) on this form are the same data contained in the Columns (A), (B) and (E) on Form 1, respectively.

5.
Calculate Column (D) “Annual Cost” by multiplying the annual volume for each user (user group) from Column (C) times the unit cost per gallon previously determined. 

6.
Column (E), “Monthly Cost”, is the “Annual Cost” per user (user group) from Column (D) divided by the number of billing periods per year, usually 12 for monthly billings.  

NOTES:

1.
All residential users are normally charged a fixed uniform rate. Commercial customers may be charged a uniform rate or their rate may be based on actual water use times a unit charge.

2. 
Industrial customers normally have their rate calculated separately based on their actual discharge.
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Annual OM&R and Nonoperating Costs
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     2.  OPERATING INCOME:

(a) Rent

(b) Sale of products

(c) Investment Income 

(d) Subtotal Operating Income

     3.  MISCELLANEOUS:

(a) Overhead/Indirect

(b) Operating Reserve Fund

(c) Capital Reserve Fund

(d) Debt Service Fund

(e) Subtotal miscellaneous 

     4.  TOTAL ANNUAL COST REQUIRED
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