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DATE: April 19, 2016
MEMO TO: Board of Directors - Union Sanitary District
FROM: Paul R. Eldredge, General Manager/District Engineer
SUBJECT: Agenda Item No. 11 - Meeting of April 25, 2016

Consider Adopting an Ordinance Providing for the Collection of Capacity Charges for
Connection to the Main Sewers of Union Sanitary District

Recommendation

Consider Adopting Ordinance No. 35.22, Setting the Capacity Fees Specified Therein for Fiscal Years
2017 through 2020.

Background

Serving the cities of Fremont, Newark, and Union City, Union Sanitary District manages a large collection of
facilities that includes over 800 miles of sewer lines, seven pump stations, and the buildings and equipment
at the Union City Wastewater Treatment Plant. In total, the District is responsible for operating, maintaining,
and replacing over $650.9 million of assets. The District’s FY 2016 operating budget is approximately $60.2
million, and raises revenue from two primary sources: (1) Sewer service charges paid by residential
customers, businesses, and other users of the system; and (2) Capacity fees paid by developers and other
new users when they connect to USD’s system.

Sewer capacity fees are separate from USD’s ongoing sewer service charges. USD’s ongoing sewer service
charges are governed by Proposition 218, and as such, subject to Proposition 218's various notice and hearing
requirements. In contrast, USD’s sewer capacity fees are governed by the Mitigation Fee Act and are one-time
fees, imposed when a user makes a new or expanded connection to USD’s system. Capacity fees recover the
costs for existing facilities and facilities to be acquired or constructed in the future that are of proportional
benefit to the person or property being charged.

District Outreach and Proposed Fees

Prior to this meeting, USD provided notice of the proposed increase in capacity fees and made data
supporting the proposed increase available to the public as required by law, including, without
limitation, Government Code sections 66013 and 66016. In addition, staff conducted a noteworthy



amount of public and stakeholder outreach to interested parties in an attempt to notify anyone who
might be interested, or have concerns. The outreach consisted of the following:

e Notice of a public meeting in the Bay Area News Group paper

e Notification to each City

e Notification to the Chamber of Commerce of each City

e Correspondence with Developers who have expressed interest in the District’s fees previously
e Notification to the Homebuilders Association (BIA)

e Notification to the District’s Industrial Customers

As of the publishing of this staff report the District has not received any feedback from any stakeholders.
Proposed Capacity Fees

Since the District last evaluated the fee structure in 2010, it was time to re-evaluate the study justifying
the current fee structure, including its assumptions and project and unit cost information. These studies
are typically re-evaluated approximately every five years. The reasonableness of USD’s proposed capacity
charges, including the calculation and method and the basis for determining the capacity charge for an
equivalent dwelling unit, are presented in a study entitled “Union Sanitary District Capacity Fee Update”
(“Capacity Fee Study”), which was made available to the public in accordance with Government Code sections
66013 and 66016.

Capacity fees are governed by various California Government Codes requiring that the fees not exceed
the estimated reasonable cost of providing the service. These fees have been established based upon
this requirement to equitably recover the costs of infrastructure and assets required to support new or
renovated development. A good portion of the District’s infrastructure dates back to the late 1970’s,
and the costs to preserve or increase the capacity for new development continue to increase.

The updated Capacity Fee Study is recommending that the capacity fees increase, with the amounts
varying depending upon the type of connection (e.g. residential, commercial or industrial). At a previous
workshop regarding the capacity fees, the Board of Directors, recognizing that any fee increase can
cause concern, recommended that the fee increases proposed by the updated Capacity Fee Study be
phased in over a four year period in equal annual installments. This approach would minimize any
potential impacts these increases may have by implementing the full fee increase to the amounts
proposed by the updated Capacity Fee Study to Fiscal Year 2020.

The Capacity Fee for a single family dwelling connection to the sanitary sewer system is proposed to
increase to approximately $8,898 over a 4 year period beginning in Fiscal Year 2017. All other categories
of capacity fees for connection to the sanitary sewer system are proposed to increase over the same 4
year period and are outlined in the updated Capacity Fee Study, dated April 4, 2016 and Ordinance
35.22, both of which are attached to this staff report. The capacity fees set forth in Ordinance 35.22 do
not exceed the actual costs to USD to provide capacity for new and expanded connections.

Attachments: Attachment 1 — Historical Capacity Fees per Single Family Home
Attachment 2 — Sewer Capacity Fee Survey
Attachment 3 — Capacity Fee Fund Balance
Ordinance 35.22
Capacity Fee Study



Attachment 1 — Historical Capacity Fees per Single Family Home
Ordinance 35.22 Staff Report, April 25, 2016
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Attachment 2 — Sewer Capacity Fee Survey
Ordinance 35.22 Staff Report, April 25, 2016
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Attachment 3 — Capacity Fee Fund Balance
Ordinance 35.22 Staff Report, April 25, 2016
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