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2023 Water Wastewater Rate Stady Regquirements and
Process

- Typical Bill Impact

- Efforts te-Maintain-Affordability

- Rates Education and Outreach
«Consequence of Rejecting Rates




@ ' Rate Study Process

Rate Study conducted by independent
consultant

Rate Fairness Board engaged at each key step
of the analysis
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@ "= Drivers for Rate Adjustments

Sewer

Escalating Operating

Costs Debt Service

Water Main and
Sewer Collection
System Replacement

Seismic Reliability
Projects

: SR, Treatment Plan
Flood Risk Mitigation Modernization
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@ water  Customer Bill Impact: Average Single Family
NS

Monthly Combined Bill

sever Residential Customer
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Assumes 4.8 CCF of water use per month
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<~ How do we stack up to our peers?

$180 Peer Agency Bills shown are estimated using
$162 current effective rates as of March 2023
$155

$160 $149
144
$120
$100
$80
560 Proposed Planned Approved
~14% 8.5% ~16.2%
$40 increase in combined increase in
water rates bill water rates
s 20 increase
S-

Los Angeles  City of Santa San Francisco  City of San  City of San Jose City of Oakland San Francisco City of Santa
(LADWP & Clara (Proposed) Diego & EBMUD (Current) Cruz
LASAN)

Average SIngle Family Residential Monthly Bill
(Using local average water usage)

B Water Bill O Wastewater Bill

Each utility's average water usage is pulled from their online resources and published cost of service studies. If usage was provided per person per day, we calculated
the average household size for each city using data from the US Census Bureau and an average of 30.5 days in a month.
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Lower Your Utility
Bill by up to 40%

/

@ San Francisco C mmunity

L] = s
Water Power Sewer nl first gizere

No rate increases in FY 2022-23 in response to pandemic

Massive agency-wide effort over last year to prioritize
capital plan
* Reduced 10-year capital plan by over a billion
dollars compared to prior plan

Successfully secured low-interest state and federal loans,
resulting in potential $1.5 billion in interest savings

Phasing-in rate structure updates

Expanded Customer Assistance Program
» Raised income level for eligibility to expand access
« Larger 40% discounts offered to lowest income
customers

Established Stormwater Grant and Credit Programs



@ *“*" Public Outreach: Multifaceted and Inclusive

— Mailers
- 182,000 formal Prop. 218 notices mailed
- Bill inserts mailed to customers (4 languages)
- Messages on paper bills and MyAccount web portal
- Response to customers who submitted written protest
Direct Engagement
P - Three virtual town hall meetings held
R ““m . Presentations or materials provided to 40+ local organizations
Online Engagement

Paghahamblng sa GBStUS ng - Targeted digital & social media ads (4 languages / 600,000
Mga Pang-araw-araw na Gamit . )
impressions)
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o = - 9,900+ unique visitors to designated webpage with bill
calculator: sfpuc.org/2023Rates

- Email for customer questions:


mailto:ratesinfo@sfwater.org

@ ' Outreach and Support to Public Agencies

- Utility budget projections included Mayor's
proposed balanced budget

- Met with most impacted departments
throughout spring

- Worked for several years with departments
most impacted by Stormwater change to
alert them, and to encourage them to apply
to resources that can reduce their bills, such
as the SFPUC’s Green Infrastructure Grant
Program

- To-date 7 grants totaling over $6.7 million
have been awarded to public agencies.
Budget includes $61.3M for Gl grants over
the next 10 years




@ - Consequences of Rejecting Rates

Risk of insolvency

Direct without larger Capital budget
Impacts: future rate lets,cr!urmg
increases R cown
Higher cost of
Indirect Credit rating borrowing, future
Impacts: downgrade projects become

more expensive
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San Francisco

(D" Direct Impact: Risk of Future Insolvency

Reserve impact if zero rate

change in FY24 only (WWE)

End of Year Fund Balance sseses Minimum Fund Balance sssses Commission Notice Balance

§300
5200
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.............
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............................................
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FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE FYE
2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

« Current plan allows us to maintain reserves and

meet debt coverage, required in bond
covenants and necessary for strong credit
ratings

If we hold rates flat again for FY24:

- Wastewater’s reserve drops below min in FY26
and depleted in FY27

- Water’s debt coverage breached in FY26

In order to maintain our reserves and coverage
above minimum, would need 14.75% (vs 9%)
rate increase in (WWE) and 8.25% (vs 5%) for
Water in both FY25 and 26 to recover from one
more year of zero rate increase
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@"" Direct Impact: Budget Cuts

Sew

Capital: Reducing or deferring the
following capital projects:
- Sewer main repair and replacement
« Flooding mitigation
« Green Infrastructure program
- Water main repair and replacement

- Emergency Firefighting Water
System

« 2000 Marin new CDD HQ

Ope_rati_ng: Slowing down hiring, :Flgod;ng-in LowerAIemér;&/ A;e-a .
service impacts

12



San Francisco

(_/ " Indirect Impact: Risk to Future Borrowing Cost

— - In anticipation of upcoming 2023 Water Revenue Bonds,
o S&P Global Ratings confirmed its AA- rating but warned:

RatingsDirect’

“The stable outlook reflects our expectation that the San Francisco Board of
San Francisco Public Utlites  er Supervisors will not delay implementation of the commission's approved three-year
rate plan, and that near-term financial metrics will be consistent with current forecasts.”*

“The rating further reflects our assessment of the commission's historical and future
willingness to adjust rates to meet rising debt service requirements. We believe that any
reluctance or inability to raise rates would likely erode financial margins and
liquidity and, in turn, diminish credit quality.”*

- Arating downgrade from AA- to A+:

- Could increase borrowing costs more than $20 million on the
SFPUC’s upcoming 2023 water revenue bonds alone

- Would trigger higher interim financing facilities fees of $1 million annually
- Would increase costs of future borrowing

- Downgrades could also increase Wastewater, Power costs
* Emphasis added 13




14



	Slide Number 1
	Agenda
	Rate Study Process
	Drivers for Rate Adjustments
	Customer Bill Impact: Average Single Family Residential Customer
	How do we stack up to our peers?
	Concerted Efforts to Support Affordability
	Public Outreach: Multifaceted and Inclusive  
	Outreach and Support to Public Agencies
	Consequences of Rejecting Rates
	Direct Impact: Risk of Future Insolvency
	Direct Impact: Budget Cuts
	Indirect Impact: Risk to Future Borrowing Cost
	Discussion
	Consequence of Delaying Rates
	Consequence of Delaying Rates
	Revenue Requirement Analysis
	Cost of Service Analysis
	Water Rate Structure: No proposed changes
	Water Rates: Key Changes
	Proposed Water Rates: Fixed Charges
	Proposed Water Rates: Volumetric Charges
	Sewer Rate Structure: Current
	Sewer Rate Structure: Proposed
	Sewer Rates: Key Changes
	Stormwater Charge Structure
	Proposed Sewer Rates
	Communications: Education and Outreach
	Modern Marketing
	Focus on Low-Income, Immigrant,�and BIPOC Communities
	Rate Fairness Board



